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Record Type: Record

To: Constance J. Bowers/OMB/EOP

cc:
Subject: HEA Title VI comments

Only one comment: on page 2 (or 3 circled), there are two references to "the internationalization of
undergraduate education" as a program purpose. Although | can speculate, | don't really know what that
means (and it sounds vaguely sinister!). We should come up with something that explains the concept in
English.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001
Friday, July 18, 1997

LEGISLATIVE REFERRAL MEMORANDUM

TO: Leguslatwe Llal'mn pffncsr - See Distribution below
-—,' '\-.[\_:- ‘\s._ﬁ
FROM: JJanet h%orsgren (for) sistaht Director for Legislative Reference
OMB CONTACT: Constance J. Bowers
PHONE: {(202)395.-3803 FAX: (202)395-6148
SUBJECT: EDUCATION Dratt Bill on Higher Education Act Reauthorization - Title VI --
International Programs 3
DEADLINE: 5:00 p.m. Waednesday, July 23, 1997
| I A T g b A A VANV ATy e il AN AN Tl = A A ALTY I TP T vr e 1 e ATV ¢ AR e oo N

in accordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on its relationship 1o the program of the President. Please advise us i this
item will affect direct apending or raceipts for purpoges of the "Pay-As-You-Go" provisions of Title
X1l of the Omnibus Budgat Reconciliation Act of 1990.

COMMENTS: The HEA Reauthorization legislation will be reviewed and cleared in separate parts.
ED will consolidate the entire bill for formal transmittal later.
DISTRIBUTION LIST

AGENCIES:

114-STATE - Julia C. Norton - (202} 647-4463

8 US Agency for International Development - Robert M. Lester - (202) 647-8308
61-JUSTICE - Andrew Fois - (202) 514-2141

76-National Economic Council - Sonyia Matthews - {(202) 45/6-6630

EOP:

Kathryn B. Stack
Timothy A. Rosado
Patricia A. Smith
Barry White

Robert M. Shireman
Michael Cohen
William R. Kincaid
Bruce K. Sasser
Rosalyn J. Rettmean
Danisal ). Chenok
Edward M. Rea
James C. Murr
Janet R. Forsgren
{iea M. Kountoupes
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LRM ID: CJB75 SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization -
Titie VI -- International Programs
Conemrmpomemempersremomermeme toaa - T wmepep— PaTTT—— ' _—

RESPONSE TO
LEGISLATIVE REFERRAL

MEMORANDUM

If your response to this requast for views is short {e,g., concur/ne comment), wse prafor that you regepond by
o-mall or by faxing us this rasponse sheat. [f the response is short end you prefer to call, please call the
branch-wids lina shown balow (NOT the analyst’s ling) to leave a message with a legisiative assistant.

You may algo respond by: .
{1} calling the analyst/attornay's diract line {you will ba connected to voice mail if the analyst does not
answer); or
{2) sending us & memo or letter
Please Include the LRM number shown shove, and the subject shown below.

TO: Congtanca J. Bowars Phone: 395.3803 Fax: 396-6148
Office of Management and Budget
Branch-Wids Line (to reach legislative assistant): 395-7362

FROM: i (Datg)

(Name)

{Agency}

_.. (Telephone)

The foliowing Is the reponse of our egency to your raquest for views on the above-captioned subjact:

Concur

No Objection
No Comment

Seo proposed adits on pages

Othar:

_ FAX RETURN of pages, attached to this reponse sheet
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T - VI (INTERNATIONAL PROGRAMS) DRAFT 7/18/97
SEC. ~. (a) Section 603(a) of the Act is amended--

(1) in the first sentence, by striking out the period at the end thereof and
inserting in lieu thereof “at all levels of education in the United States.”;

(2) in the sacond sentence, by Inserting “shall focus on the languages of a
specific world area, shall be conducted in collaboration with foreign Janguage educators and
professional asgociations, and” after “centers”;

(3) in paragraph (1), by inserting “and dissemination” afier “the conduct”; .
(4) in paragraph (2), by—
(A) inserting “and dissemination” after “the development”; and

(B) inserting “‘and instructional delivery systems” after “teaching
materials”;

(5) in paragraph (3), by striking out “and application of performance
testing™ and inserting in licu thercof a comma and “application, and dissemination of performance
testing instruments”,

(6) in paragraph (5), by inserting “and dissemination to others in the
foreign language field” before “of instructional materials”, and

(7) by striking out paragraph (6) and inserting the following new
paragraphs:

“(6) the development and coordination of networking frameworks and
activities (such as Internet listservs and bulietin boards, newsletters, conferences, and discussion
groups) to provide foreign language teachers with ongoing professional development
opportunities; and

*“(7) the conduct of overseas or domestic intensive summer language
institutes designed to meet the needs for intensive foreign language training by students or to
provide professional development of, and improve language instruction through pre=scrvice and in
service training for, foreign language teachers. ™.

(b) Scction 604 of the Act is amended--

(1) in the section heading, by stking out “UNDERGRADUATE

@
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INTERNATIONAL $TUDIES AND FOREIGN LANGUAGE PROGRAMS” and inserting in
licu thereof “UNDERGRADUATE PROGRAMS TN INTERNATIONAL STUDIES”,

(2) in subsection (a)--
(A) by amending the suMion heading to read as follows:

(R) hy amendirig paragraphs (1) and (2) to read as follows:

' “(1) Authority,—The Secretary is authorized to make grants to institutions of
higher education, combinations of such institutions, or partnerships between nonprofit educational
organizations and such institutions, to assist such institutions or combinations in planning,
developing, and carrying out programs to improve undergraduate instruction in international
studies and foreign languages. Such grants shall be awarded for the purpose of seeking to create
new programs, or to strengthen existing programs, in undergraduate area studies, foreign
languages, and other international fields.

*(2) Federal Share and Use of Funds --Grants under this subsection may be used to

pay not more than 50 percent of the cost of projects and activities that are an integral pert of such
a program, such ss--

“(A) planning for the development and expsns:on of programs in
undergraduate international studies and foreign languages and the mtemauonahutnon of <7
undergraduate eductmon " e

= SR A

“(B) teaching, research, curriculum development, and other related
activities,

“(C ) training of faculty members in forcign countries;

“(D) expansion of existing and development of new opportunitics for
learning fqreisn languages, including the leas commonly taught languages;

“(B) programs under which foreign teachers and scholars may visit
institutions as visiting faculty;

*“(F) international education programs designed to develop or enhance
linkcages between two- and four-year institutions of higher education, or baccalaureate and post-
beccalaureate programs or institutions;

@
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*(G) the development of an international dimension in preservice and
insezvice toacher training,

“(H) the development of undergraduste educational programs in locations
sbroad where such opportunities are not otherwise available and which provide courses that are
closely related to on-campus foreign language and international curricula,

“(I) the integration of new and continuing education abroad opportunities
for undergraguats students into curricula of specific degree programs,

“(3) the development of mode! programs to enrich or enhance the |
effectiveness of educational programs abroad, including pre-departure and post-return programs,
and the integration of educational programs abroad into the curriculum of the home institution,

[

“(K) the expansion of library and teaching resources,

*(L) the use of innovative technology to increasc aceess to international
education programs,

“(M) the development of programs designed to integrate professional and
technical education with are a studies, foreign languages, and other imternational fields,

“(N) the establishment of linkages overseas with institutions of higher
education and organizations thet contribute to the educational objectives of this subsection,

“(0O) the conduct of summer institutes in foreign area and other
international ficlds to provide faculty and curriculum development, including the integration of
professional and technical education with foreign area and other international studies, and to
provide foreign area and other internationa! knowledge or skills to government personnel or
privete sector professionals in international activities; and

“(P) the development of partnerships between institutions of higher
education and the private sector, government, and elementary and secondary education
institutions to enhance international knowledge and skills.”;

(C) in paragraph (3), by striking “and private” and ingetting 8 comma and
“privete sector corporation or foundation”;

(D) after paragraph (4), by adding the following new paragraphs:
“(5) Grant Conditions.~~(A) Grants under this subsection shall be made on such

terms and conditions as the Secretary determines to be necessary to carry out the objectives of
this ssbaection.

@
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“(B) An applicant for a grant under this subsection shall include in its
application..

“(i) evidonoe that the applicant, has conducted extensive planning
prior to submitting its application,

“(ii) an assurance that the faculty and administrators of all relevant
departments and programs within the applicant institutions are involved in ongoing collaboration
with regard to achieving the stated objectives of the application,

' “(iii ) an assurance that students at the applicant institutions, ss
appropriate, will have equal access to; and derive benefits from, the program assisted under this
subsection; and

“(iv) an assurance that each institution of higher education will use
the Federal assistance provided under this subsection to supplement and not supplant institutional
funds and activities provided by the institution prior to the receipt of Federal funds.

*“(6) Evalugtion.--The Secretary may establish requirements for program
evaluations and require recipients to submit annual reports that evaluate the progress and
pe-formance of students in programs under this subsection.”; and

(3) by striking out subsection (b) and redesignating subsection (c) as subsection
®).

(c) Sections 605, 607, and 632 of the Act are repealed and sections 606, 608, 609, and
610 are redesignated as 605, 606, 607, and 608 respectively.

(d) Section 610A is redesignated as section 609 and amended to read as follows:
“AUTHORIZATION OF APPROPRIATIONS

“SEC. 609. There are authorized to be appropriated such sums &s may be necessary for each of
fiscal years 1998 through 2002 to carry out this part”.

(e) Section 614 is amended 10 read as follows:

“AUTHORIZATION OF APPROPRIATIONS

“SEC. 614. There are authorized to be appropriated such sums as may be necessary for each of
fiscal years 1998 through 2002 to carry out this part”™.

(f) Section 627 is amended to read s follows:

&
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“AUTHORIZATION OF APPROPRIATIONS

“SEC. 627. There are authorized 1o be appropriated such sums as may be necessary for each of
fiscal years 1998 through 2002 to carry out this part”.

(g) Part D of title VI is amended by adding at the end thereof a new section 633 10 read
as follows:

“EVALUATIONS

“SEC. 633 (a) ]Jn Genersl --For the purpose of improving the operation of programs and
projects assisted under this title and section 102(b}(6) under the Mutual Educational and Cultural -
Exchange Act, the Secretary may make grants to or enter into contracts with institutions of higher
education and other public or private institutions or organizations to evaluate the effectiveness of
the programs assisted undey this title and the programs assisted under section 102(b)X6) of the
Mutual Educational and Cultural Exchange Aci.

“(b) Contents.--The evaluations described in subsection (a) shall design, develop and
implement both quantifiable as well as quality outcome indicators by which to measure the
success of, and potential improvements in, the programs funded under this title and section
102()(6) of the Mutual Educational and Cultural Exchange Act. The evaluations shall measure
the success of such programs and identify organizational and program practices particularly
effoctive in mecting the purposes of this title.

“(c) Reservation of Funds.--The Secretary may reserve not to exceed 2 percent of the
amount appropriated under this title for any fiacal year to carry out this section whenever the
amount made available under this title for each program authorized by this title for a fiscal year is
not less than the amount available for each such program for fiscal year 1998.".

HiH
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INTERNATIONAL EDUCATION PROGRAMS

The Department funds a variety of intemational education progmms to help mest the nation’s
need for expertise In foreign languages, arca studies and international studies, und for 4 more
internationally literate citizenry.

(<

We are proposing the following minor changes to the legislation to eliminate unfunded programs,

Nine programs are currently funded under the HEA and provide a coordinated approach
to strengthening international cducation: Natonal Resource Centers, Poreipgn

and Arca Studies Fellowships, Language Resource Centers, International Research and
Swales, Underpraduate International Studies and Foreign Laaguuges, Ceniers for

Interznational Buziness Educsation, Business and International Educsation, American

Overscas Research Centers, and the Institute for International Public Pollcy.

These programs have helped to create high quality graduate and undergraduate
intornstional programs, encournged outresch to the pre-collegiate lovel; and helped the
business community meet the demnands of an increesingly competitive global
marketplace.

Both the Department and the community agrce ther theac programs arc working well and
should be continued with only minor changes,

to strengthen vutreach 10 K-12, and 1o ¢ncowsage greater use of technology, and to inslude a new
scction on evaluation..

]

Eliminate Sec. 808 Intencive Summer Language Institutes and Sec. 607 Forelen
Periodicals Program Sec.607 has not been funded since 1993 and Sec.605 has never
besn funded. Our recoramendation to eliminate these two sections is consistent with the
Department’s policy 10 eliminate unfunded programs.

Eliminate Sec. 633 Preservazion of Pre-1992 Programs. The elimination of this tigger
provision gives the Department greater flexibility to support programs that bect maeet the
changing needs in internstional education. Furthermore, Sec. 632 refers specifically 1o
the 1992 amendrments to HEA and is outdated.

Eliminate Scc. 604(D) Frograms of Desmosstratod Excellence. This subseotion of Sec.
604 Undergraduate International Studles and Forzign Longuage Programs has never
beon funded, We are proposing to climinate i it and inoorporate key provisions ef this
program in subsection (2).

Revice Sec. 603 Laxguage Resouree Centers for the following purposes:

, To strengthen their role as FESOWrses to improve foreign language teaching and
Jeamning in K-12;
> To focus cach Center on & specific world area and cary vut activities in

eollsboration with foreign language educators and professional associationa;

. //9
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- To muke disscmination an cascntial compunent of cach Contor actlvity;
- To encourage utilizstion of the advances in oducational technology; and
. To suthorize domestic and overseas intensive summer language programs.

¢ . Adda gew section on evaluation. Consistent with the increasing emphasis on
performance measures and program results, we are proposing to add a aew section en
evaluation of the domestic and overssas International education programs.. However, we
are recommending that ne funds be spant for this purpose uatil the amount available to
each progrem is not less than the amount available for fiscal year 1998,

DRAFT 716/97
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REAUTHORIZATION ISSUES -- GRADUATE EDUCATION SUMMARY

It is incumbent on the Federal Government to foster and support graduate education in order to enhance the quality
of life; to ensure the technological and economic superiority of the United States of America; and, to improve and
expand the teaching capacity of the US. We therefore propose a single graduate education program which would
provide incentives and support for US citizens, especially students from traditionally underrepresented populations,
to complete doctoral and masters’ degree programs leading to academic careers in areas of national need.

CURRENT PROGRAMS

Currently under Title IX, there are 7 programs, of which three are funded. These programs are:
A. Grants to Institutions to Encourage Women and Minority Participation
¥ B. Patricia Roberts Harris Fellowships (Funded)
¥ C. Jacob K. Javits Fellowships (Funded) 75 Conbrimt Pr7 PO
¥ D. Graduate Assistance in Areas of National Need (Funded)
E. Faculty Development Fellowships
F. Assistance for Training in the Legal Profession
G. Law School Clinical Experience.

PROPOSAL

The revised Title IX of the HEA will consist of one program: The National Need Graduate Fellowship Program.
This program would consolidate the purposes of the GAANN, Patricia Roberts Harris, and Javits Fellowship
programs (HEA, Title IX , parts B,C,D). All other Title IX programs (Parts A, E, F & G) would be eliminated.

Focus of the Program

National Need by Discipline
Legislation would read: “the Secretary shall designate on a periodic basis areas of national need,
such as the arts, humanities, social sciences, life sciences, or physical sciences.” Areas of
National Need will be determined in consultation with appropriate Government agencies and
other organizations, utilizing statistics on current and projected needs in academic fields, and
students currently in the academic pipeline.

Traditionally Underrepresented
Applicants must demonstrate commitment to recruiting and training students from traditionally
underrepresented populations. Define “Traditionally Underrepresented” in the statute so that the -
Secretary may determine on a periodic basis what segments of the population are . '6/‘ |
Th {l‘ T 0

!
underrepresented.

e

The program will focus on teaching and research and will be awarded to those students demonstrating superior
ability. Would include non-professional Doctorates and Terminal non-professional masters degrees.
Professional degrees, such as MBA, MD and_JD would not be eligible. May include teaching-oriented
Doctorates in Professional fields (Engineering, Law). The fellowship may not be used at schools or
departments of divinity.

Igstitutional-based awards. Grants shall not be made of less than $125,000 or greater that $750,000. Degree ' f
granting institutions, departments, and programs would be eligible to apply. When the Secretary determines | J! vd
that a grantee is unable to use all of the funding available to it, the Secretary may re-allot those funds to W
programs which can use the funds authorized for this program. Continuation funding will have priority over
new awards.

Consistent with the allocation of awards based on the quality of competing applications, the Secretary shall



promote an equitable geographic distribution among public and private institutions of higher education.

Grantees will be required to provide data on performance indicators and measures which address: Input
Assessment (student quality), Program Performance (student experience and skill building); and, Outcome
Assessment (Placement, development of ind. research).

An institutional match based on the GAANN 25% model - the grantee will provide from other non-Federal funds,
for purposes of the fellowship program, an amount equal to at least 25% of the amount received.

Only entering students would be eligible; students with existing graduate credit in a particular program would be
ineligible.

Grants would provide for 3 years of support or completion of the degree, whichever is less. Students must
demonstrate academic progress to continue to receive fellowship funding.

A recipient’s financial need would not determine the size of the stipend; the stipend will be set according to the
NSEF stipend. The institutional allowance will be a $10,000 97-98 base adjusted annually by inflation as
determined by the Department of Labor’s CPI.

The academic department must provide at least one year of supervised training in instruction,

Budgeted funds will include a set-aside to fund NCC'’s for prior awards under GAANN, Javits, and Harris prior to
funding new awards. Those grants will be funded under the original terms of award.

Request an appropriation of $50,000,000 to carry out this program.



T-IX (GRADUATE FELLOWSHIP PROGRAM)
SEC. ---. Title IX of the Act is amended to read as follows--
“TITLE IX -- NATIONAL NEED GRADUATE FELLOWSHIP PROGRAM
“PURPOSE

“Sec. 901. In order to promote high-quality, graduate-level teaching and research
in areas of national need and to encourage women and minorities to prepare for
postsecondary academic careers in those fields of national need in which they are, and
have traditionally been, under represented, it is the purpose of this title to provide
assistance to eligible entities to establish graduate fellowships to recruit and assist
students of superior ability.

“GRANTS

“Sec. 902. (a) Authority.--Subject to section 908, the Secretary shall make grants
to entities determined eligible under section 903 to enable such entities to award graduate
fellowships in designated areas of national need to eligible students in accordance with
the provisions of this title.

“(b) _Geographic Equity.--In making grants under this title, the Secretary shall, to
the exent practicable, promote an equitable geographic distribution among eligible public
and private institutions of higher education.

“(c) Duration.--Grants made under this title shall be for a period of up to 3 years.

“(d) Minimum and Maximum Amounts.--Each grant awarded under this title shall
be in an amount that is at least $125,000, but not more than $750,000, for any fiscal year.

“(e)_Program Quality.--The principal criterion for awarding grants under this title
shall be the relative quality of the graduate programs presented in applications submitted
under section 905.

“(f) Match and Treatment of Institutional Payments.--(1) To receive a grant under
this section for any fiscal year, an eligible entity shall contribute, from non-federal

sources, toward the cost of carrying out the graduate fellowship program for which the
grant is awarded an amount that is at least 25 percent of the amount of the grant.

“(2) An institution of higher education that makfees in amounts

that exceed the institutional payments made by the Secretary under section 907(a) may
count such payments toward the amounts the institution is required to provide under

paragraph (1).



“(g) Reallotment.--Whenever the Secretary determines that a recipient of funds
under this title is unable to use all of the funds awarded to it, the Secretary may, on such
dates during each fiscal year as the Secretary may fix, reallot the funds not needed to
other recipients that can use the funds under this title.

“(h) Continuation of Grant Funding.--The Secretary shall award new grants
under this section only if previous grant recipient have received continuation of their
authorized funding; except that, to the extent appropriations under this title are
insufficient to allow full funding, the Secretary may reduce the amounts required to be
awarded to previous grant recipients.

“ELIGIBILITY

“Sec. 903.(a) Eligibility.--(1) The Secretary is authorized to award grants under
section 902 to--

“(A) academic departments and programs and other academic units
of an institution of higher education that offer programs of study leading to a terminal
postbaccalaureate degree in an area of national need as designated under subsection (b);
and

“(B) those entities eligible under paragraph (1) that submit joint
proposals involving one or more nondegree granting institutions that have formal
arrangements for support of doctoral dissertation research with degree-granting
instititutions.

“(2) The nondegree granting institutions described in subsection (a) (2)
include an organization that--

“(i) is described in section 501(c)(3) of the Internal
Revenue Code of 1986, and is exempt from tax under section 501(a) of such Code;

“(ii) is organized and operated substantially to conduct
scientific and cultural research and graduate training programs;

“(1i1) is not a private foundation;
“(iv) has academic personnel for institution and counseling
who meet the standards of the institution of higher education in which the students are

enrolled; and

“(v) has necessary research resources not otherwise readily
available in such institutions to such students.



“(b) Special Rule.--No entity shall be eligible for a grant under section 902 unless
the program of postbaccalaureate study that is the subject of its application for assistance
has been in existence for at least 4 years prior to the date the application is made.

AREAS OF NATIONAL NEED

“SEC. 904. (a) Designation.--After consultation with the National Science
Foundation, the National Academy of Sciences, the National Endowment for the
Humanities, the National Endowment for the Arts, the Department of Labor, and other
appropriate non-profit agencies and organizations, the Secretary shall, on a periodic basis,
designate areas of national need.

“(b) Basis for Designation.--The Secretary shall base such designations on--
“(1) the interest to the nation in--

“(A) supporting postbaccalaureate study in specific academic
fields; and

“(B) preparing a larger number of women and individuals from
minority groups for postsecondary academic careers in specific fields of
postbaccalaureate study in which they are, and have traditionally been, under represented;
and

“(2) the extent of other federal and non-federal support for
postbaccalaureate study in such fields and for such individuals;

“APPLICATIONS
“SEC. 905. (a) Authority.--An eligible entity that desires to receive a grant under

this title shall make an application to the Secretary in such manner and form and
containing such information and assurances as the Secretary may reasonably require.

“(b) Contents of Applications.--Each application shall--
“(1) describe--

“(A) the number and types of fellowships that the applicant intends
to offer under the grant;

“(B) the designated area or areas of national need the applicant
intends to address under the grant;

“(C) the academic program or programs of the applicant for which
the grant is sought;



“(D) other instutional support the applicant intends to make
available to fellowship awardees; and

“(F) the policies and procedures the applicant will use in awarding
fellowships using funds under this title to students of demonstrated achievement and
exceptional promise;

“(2) demonstrate the relevant academic program or programs’ quality and
outcomes by means of performance-based criteria including, but not limited to, the
entity’s performance in recruiting students, training students, and placing students after
completion of the course study; and

“(3) provide assurances that--

“(A) in awarding fellowships using funds under this title, the
applicant shall give priority to students traditionally underrepresented in the fields for
which the grant is sought; and

“(B) in the event that funds made available to an applicant under
this title are insufficient to provide the assistance due a student under the commitment
entered into pursuant to section 905(b)(1), the applicant will, to the extent of its ability,
fulfill the commitment to the student from any funds available to it;

“(C) the applicant will provide at least 1 year of supervised training
in instruction for students; and

“(D) Federal funds made available under this title for any fiscal
year shall be used to supplement and, to the extent practical, increase the funds that

would otherwise be made available for the purpose of this title and in no case to supplant
those funds; and

“(c) Application Review Panels.--To the extent possible, the Secretary shall use
geographically balanced review panels of nationally recognized scholars to review and
rank applications.

“FELLOWSHIPS

“SEC. 906. (a). Fellowships.--(1) The institutional recipients of funds under this
title shall use such funds to award fellowships in designated areas of national need to
eligible students who are--

“(A) entering their first year of graduate study or research in the
field;



“(B) intending to pursue a doctoral degree in the field;

“(C) have demonstrated excellence in their previous postsecondary
programs of study; and

“(D) plan postsecondary teaching or research careers.

“(2) Notwithstanding paragraph (1)(B), a recipient may award fellowships
to students pursuing a master's degree in those fields in which the master's degree is
commonly accepted as the appropriate degree for a tenured-track faculty position in such
field at a baccalaureate degree-granting institution.

“(b) Stipends.-- Individual stipends awarded under this section shall--

“(1) be provided pursuant to a written commitment between the
institutional recipient of funds and the fellowship awardee; and

“(2) provide for support of the awardee through completion of the degree
in the awardee’s field, not to exceed 3 years.

“(d) Amount of Stipends.--The amount of a stipend to a fellowship awardee shall
be set at a level of support at least equal to that provided by the National Science
Foundation graduate fellowships.

“(e) Special Rule.--No commitment under subsection (b)(1) shall be made to a
fellowship awardee under this section unless the institutional recipient of funds under
section 902 has determined that adequate funds, either from the amounts received or
anticipated under this title or from other institutional funds, are available to fulfill such
commitment.

“(f)Continutation of Fellowships.--No student shall continue to receive a
fellowship stipend under this title if he or she is--

“(1) not maintaining satisfactory progress in study or research in the field
in which such fellowship was awarded;

“(2) engaged in less than fulltime study or research in the field in which
such fellowship was awarded; or

“(3) is engaged in gainful employment other than employment involved
in teaching, research, or similar activities determined by the institution to be in support of

the student’s progress towards a degree.

“INSTITUTIONAL ALLOWANCES



SEC. 907. (a) Institutional Payments.--(1) In addition to the fellowship stipends
paid to students under this title, the Secretary shall pay to the institution of higher
education for each individual awarded a fellowship under this title at such institution, an
institutional allowance.

“(2) Except as provided in paragraph (3), such allowance shall be:
“(A) $10,000 for the academic year 1997-1998; and

“(B) $10,000 for each succeeding academic year, adjusted annually
for inflation as determined by the Department of Labor's Consumer Price Index for the
previous calendar year.

*(3) The institutional allowance paid under paragraph (1) shall be reduced
by the amount the institution charges and collects from a fellowship awardee for tuition
and other expenses as part of the recipient's instructional program.

“(b) Use for Overhead Prohibited.--Funds made available under this Title may not
be used for the general operational overhead of the academic department or program.

“CONTINUATION OF INSTITUTIONAL AWARDS UNDER PREVIOUS
PROGRAMS

“SEC. 908. Before making awards under this title for any fiscal year, the
Secretary shall fund non-competing continuation awards under parts B: Patricia Roberts
Harris Fellowship Program; C: Jacob K. Javits Fellowship Program; and D: Graduate
Assistance in Areas of National Need of title IX of the Higher Education Act of 1965 as
in effect prior to the enactment of the Amendments of 1997. These non-competiting
continuation awards shall be supported in accordance with the terms of the original
award.

“AUTHORIZATION OF APPROPRIATIONS
“SEC. 909. There are authorized to be appropriated $XX,000,000 for fiscal year

1998 and such sums as may be necessary for each of the 4 succeeding fiscal years to carry
out this title.



LEGISLATIVE SPECIFICATIONS FOR REAUTHORIZATION
TITLE X, PART A
FUND FOR THE IMPROVEMENT OF POSTSECONDARY EDUCATION (FIPSE)

The Educational and Institutional Improvement team recommends continuation of the current
legislative language for this section, with the following exceptions:

1) Subpart 1, Section 1001(a) Authority:

a) Current language: “The Secretary is authorized to make grants to...institutions of higher
education or combinations of such institutions and other public and private nonprofit
institutions and agencies...”

b) Proposed language: “The Secretary is authorized to make grants to...institutions of
higher education or other public and private nonprofit institutions and agencies...”

c) Rationale: The current language does not clearly permit a grant to, for example, a
nonprofit association of mathematics faculty members, unless that association has
somehow “combined” with a college or university in the grant application. The
recommended change would clarify but not alter current practice -- all nonprofit
organizations have been considered eligible to apply for FIPSE support for projects to
improve postsecondary education. There are no costs involved.

2) Subpart 1, Section 1003(a) Technical Employees:

a) Current language: “The Secretary may appoint...not more than 5 technical employees to
administer this subpart...”

b) Proposed language: “The Secretary may appoint...not more than 7 technical employees
to administer this subpart...”

c) Rationale: This section is designed to permit flexibility in hiring so that the expertise of
permanent staff can be supplemented to reflect emerging issues of postsecondary reform.
The recommendation to increase allowable technical employees from 5 to 7 is not a
request for additional staff lines; rather, it would simply permit greater flexibility in filling
positions that may open up in the future. As the nature and content of grant applications to
FIPSE change continuously in response to evolving trends in postsecondary education, a
high degree of staff flexibility is essential.



3) Subpart 1, Section 1004(a) In General:

a) Current language: “There are authorized to be appropriated to carry out this
subpart...$20,000,000 for the fiscal year 1993 and such sums as may be necessary for each
of the 4 succeeding years.

b) Proposed language: “There are authorized to be appropriated to carry out this
subpart...$30,000,000 for the fiscal year 1999 and such sums as may be necessary for each
of the 4 succeeding years.

¢) Rationale: The authorization number is increased to leave open the possibility that
increases might be proposed in FY99 and thereafter. The Comprehensive Program grant
competition conducted under this part annually receives some 2,000 proposals to reform
postsecondary education, of which FIPSE’s current budget enables funding of about 70
grants (about 3 percent of applications). The result is that many fine proposals go
unfunded for lack of resources. An increase to $30 million, authorized and appropriated,
would enable FIPSE to fund approximately twice as many reform initiatives each year.

4) Subpart 1, Section 1004(b) Planning Grants:

a) Current language: “There are authorized to be appropriated to carry out section
1001(b) $1,000,000 for fiscal year 1993 and such sums...”

b) Proposed language: “There are authorized to be appropriated to carry out section
1001(b) $1,000,000 for fiscal year 1999 and such sums...”

c) Rationale: A change in dates to reflect the new authorization statute.

5) Subpart 2, Section 1011 (c) Areas of National Need: —

a) Current language: “Areas of national need shall initially include, but shall not be limited
to, the following: (1) International exchanges. (2) Campus climate and culture. (3)
Evaluation and dissemination.

b) Proposed language: “Areas of national need shall initially include, but shall not be

\{( limited to, the following: (1) International postsecondary education and exchange. (2)
Institutional restructuring to improve learning and promote cost efficiencies. (3)
Evaluation and dissemination of model programs.”

c) Rationale: Two of the three specified areas would remain the same, with somewhat
more descriptive language. The third area in the current statute (campus climate) would
be replaced by a new one (institutional restructuring) to recognize the increasing interest
among the public in discovering new ways to provide postsecondary education at
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reasonable cost. As the language does not limit the areas of national need to those
specifically listed, these changes would not preclude consideration of other project ideas in
any case. There are no costs involved.

6) Subpart 2, Section 1011(d) Authorization of Appropriations:
a) Current language: “There are authorized to be appropriated to carry out this subpart
$5,000,000 for fiscal year 1993 and such sums as may be necessary for each of the 4
succeeding fiscal years.”
b) Proposed langtiage: “There are authorized to be appropriated to carry out this subpart
$5,000,000 for fiscal year 1999 and such sums as may be necessary for each of the 4

succeeding fiscal years.

c¢) Rationale: There is a change of dates to reflect the new authorization statute.
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SUMMARY OF TITLE VI REAUTHORIZATION PROPOSALS
INTERNATIONAL EDUCATION

The Department is recommending that the international education programs continue to be
administered as separate programs under Title VI. The reauthorization proposals include minor
changes to the legislation to streamline the statute and to provide better outreach to the foreign
language community.

Access and Effective Education

Revise Sec. 603 Language Resource Centers to strengthen responsibility of Centers to provide
service to a broader range of the education community

Strengthen the responsibility of the Language Resource Centers to serve as resources to
improve foreign language teaching and learning in K-12. )4, L‘, K |~

Require Language Resource Centers to focus on a specific world area and to carry out
their activities in collaboration with foreign language educators and professional
associations.

Integrate the dissemination function into each of the Language Resource Center activities
as an essential component.

Encourage Language Resource Centers to utilize the advances in educational technology.

Authorize Language Resource Centers to conduct domestic and overseas intensive
summer language programs.

Streamline the Statute

Eliminate Intensive Summer Language Institute Program and Foreign Periodicals
Program. These programs are not currently funded.

Eliminate requirement for Preservation of Pre-1992 Programs.



SPECS FOR TITLE VI (HEA) INTERNATIONAL EDUCATION PROGRAMS

1. Eliminate Sec. 605 Intensive Summer Language Institutes.

Current law: Sec. 605 authorizes the Secretary to make grants to institutions of higher education,
or combinations of such institutions, for the purpose of establishing and conducting intensive
summer language institutes.

Proposed change: Eliminate Sec. 605 authorizing the Summer Instensive Language Institutes
from Title VI.

Reasons for change:

Sec. 605 has never been funded, and the Department has no plans to fund these Institutes. In
keeping with Department policy we are therefore recommending that this section be eliminated
from Title VL.

2. Eliminate Sec. 607 Perodicals and Other Research Materials Published Qutside the
United States (Foreign Periodicals Program). '

Current law: Sec. 607 authorizes the Secretary to award grants to institutions of higher
education, public or nonprofit private library institutions, or consortia of such institutions for the
acquisition of, and provision of access to, periodicals and other research materials published
outside the United States.

Proposed change: Eliminate Sec. 607 authorizing the acquisition of periodicals and other research
materials published outside the United States (Foreign Periodicals Program) from Title VL

Reason for change:

Sec. 607 has not been funded since 1993. Currently the Department has no plans to resume
funding this program. In keeping with Department policy we are therefore recommending that
this section be eliminated from Title VI.

3. Eliminate Sec. 632 Preservation of Pre-1992 Programs.
Current law: Sec. 632 provides that, not withstanding any other provision of law, amendments to

Title VI establishing new programs or expanding existing programs not be funded in fiscal year
1993 or the four succeeding years unless and until Congress enacts appropriations for programs
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under Title VI enacted prior to the 1992 Amendments at a level no less than the level of funding
in effect for such preexisting programs for fiscal year 12992.

Proposed change: Eliminate Sec. 632 mandating the preservation of pre-1992 programs.

Reasons for change:

1. Sec. 632 referrs specifically to the 1992 amendments to HEA and is outdated.

2. The elimination of this trigger provision gives the Department greater flexibility to support
programs that best meet the changing needs in international education and the Nation’s need for
expertise in foreign languages and related world areas and international studies.

4, Revise Sec. 603 Language Resource Centers as proposed below.

(A) To strengthen the responsibility of the Language Resource Centers to serve as
resources to improve foreign language teaching and learning in K-12.

Current law: Sec. 603 authorizes the Secretary to make grants and to enter into contracts with
institutions of higher education, or combinations of such institutions, for the purpose of
establishing, strengthening and operating a small number of language resource and training
centers, which shall serve as resources to improve the capacity to teach and learn foreign
languages effectively. '

Proposed change: The Secretary is authorized to make grants and to enter into contracts with
institutions of higher education, or combinations of such institutions, for the purpose of
establishing, strengthening, and operating a small number of national language resource and
training centers, which shall serve as resources to improve the capacity to teach and learn foreign
languages effectively at all levels of education in the United States.(proposed changes listed in
bold)

Reason for change:

The change we are proposing would strengthen the outreach of the Centers to K-12 by directing
them to serve as resources to improve foreign language teaching and learning in K-12.

(B) To require Language Resource Centers to focus on a specific world area and to carry
out their activities in collaboration with foreign language educators and professional
associations.

Current law: Sec. 603 currently contains no requirement that Language Resource Centers focus
on a specific world area or that their activities be conducted in collaboration with foreign
language educators and professional associations.
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Proposed change: Activities carried out by Centers shall focus on the language of a specific
world area, shall be conducted in collaboration with foreign language educators and
professional associations, and may include ---

Reason for change:

1. The proposed change would require that Centers concentrate their resources more effectively
for greater benefit.

2. The proposed change would require that Centers develop linkages with other foreign language
educators and professionals for greater mutual benefit.

(C) To integrate the dissemination function into each of the Language Resource Center
activities as an essential component.

Current law: Sec. 603 currently lists the dissemination of research results and teaching materials
as a separate activity, as follows: (6) the widespread of dissemination of research results,
teaching materials, and improved pedagogical strategies to others within the postsecondary
education community.

Proposed changes: We are proposing to eliminate activity (6) as a separate activity and to
integrate the dissemination function as an essential component of Center activities. The list of
authorized activities would be revised as follows with proposed changes in bold:

(1) the conduct and dissemination of research on new and improved teaching methods,
including the use of advanced educational technology;

(2) the development and dissemination of new teaching materials and instructional
delivery systems reflecting the use of such research in effective teaching
strategies,

(3) the development, [delete “and”] application, and dissemination of performance testing
instruments appropriate to an educational setting for use as a standard and

comparable measurement of skill levels in all languages;

(4) the training of teachers in the administration and interpretation of performance tests,
the use of effective teaching strategies, and the use of new technologies;

(5). the publication and dissemination to others in the foreign language field of
instructional materials in the less commonly taught languages;

Reasons for changes:




1. These proposed changes would strengthen the responsibility of the Centers to serve the foreign
language community.

2. Strengthening the dissemination function of Centers would maximize the benefits resulting from
the federal investment in the improvement of foreign language teaching and learning.

(D) To encourage Language Resource Centers to utilize the advances in educational
technology.

Current law: Sec. 603 as currently written does not reflect the advances in educational technology
that can be utilized to increase the effectiveness of outreach.

Proposed changes: Add the following to the list of authorized activities:

. the development and coordination of networking frameworks and activities (such
as Internet listservs and bulletin boards, newsletters, conferences and
discussion groups) to provide foreign language teachers with ongoing

professional development opportunities;

We are also proposing to add the words and instructional delivery systems to activity (2) listed
above.

Reason for changes:

1. The proposed changes would encourage the Centers to make use of the advances in
educational technology to improve dissemination and to enhance their outreach function.

(E) To authorize Language Resource Centers to conduct domestic and overseas
intensive summer language programs.

Current law: Sec. 603 does not currently authorize Centers to conduct intensive summer language
programs, either in the U.S. or overseas.

Proposed change: We are proposing to add the following section under allowable activities.

. the conduct of overseas or domestic intensive summer language institutes designed
to meet the needs for intensive foreign language training by students or to
provide professional development and improve language instruction through

pre-service and in-service training for foreign language teachers

Reason for change:




1. We are proposing the elimination of Sec. 605 Intensive Summer Language Institutes as a
separate authorization. Adding the above section into Sec. 603 will give the Language Resource
Centers an added measure of flexibility in helping to improve foreign language teaching and
learning.

NOTE: The changes proposed for Sec. 603 Language Resource Centers are attached as a
chart for purposes of comparison.

Changes to LRC Legislation: Proposed changes are indicated in bold italics.
SEC. 603. LANGUAGE RESOURCE CENTERS (current legislation) SEC. 603. LANGUAGE RES




Changes to LRC Legislation: Proposed changes are indicated in bold italics.

SEC. 603. LANGUAGE RESOQURCE CENTERS (current legislation)

SEC. 603. LANGUAGE RESOURCE CENTERS (proposed changes)

(a) LANGUAGE RESOURCE CENTERS AUTHORIZED.—The
Secretary is authorized to make grants to and enter into contracts with
institutions of higher education, or combinations of such institutions, for
the purpose of establishing, strengthening, and operating a small number
of national language resource and training centers, which shall serve as
resources to improve the capacity to teach and learn foreign languages
effectively. Activities carried out by such centers may include—

(a) LANGUAGE RESOURCE CENTERS AUTHORIZED.—-The
Secretary is authorized to make grants to and enter into contracts with
institutions of higher education, or combinations of such institutions, for
the purpose of establishing, strengthening, and operating a small number
of national language resource and training centers, which shall serve as
resources to improve the capacity to teach and learn foreign languages
effectively at all levels of education in the United States. Activities carried out
by such centers shall focus on the languages of a specific world area, shall
be conducted in collaboration with foreign language educators and
professional associations, and may include------

(1) the conduct of research on new and improved teaching methods, including the
use of advanced educational technology;

(1) the conduct and dissemination of research on new and improved teaching
methods, including the use of advanced educational technology;

(2) the development of new teaching materials reflecting the use of such research
in effective teaching strategies;

(2) the development and dissemination of new teaching materials and
instructional delivery systems reflecting the use of such research in effective
teaching strategies;

(3) the development and application of performance testing appropniate to an
educational setting for use as a standard and comparable measurement of skill
levels in all languages;

(3) the development, [delete “and”] application, and dissemination of
performance testing instruments appropriate to an educational setting for use as
a standard and comparable measurement of skill levels in all languages;

(4) the training of teachers in the administration and interpretation of
performance tests, the use of effective teaching strategies, and the use of new
technologies;

(4) the training of teachers in the administration and interpretation of
performance tests, the use of effective teaching strategies, and the use of new
technologies;

(5) the publication of instructional materials in the less commonly taught
languages; and

(5) the publication and dissemination to others in the foreign language field
of instructional materials in the less commonly taught languages; and

(6) the widespread dissemination of research results, teaching matenials, and
improved pedagogical strategies to others within the postsecondary education
community.

[DELETE CURRENT LANGUAGE DUE TO INCLUSION OF
DISSEMINATION IN ALL PREVIOUS ACTIVITIES. INSTEAD:}

(6) the development and coordination of networking frameworks and
activities (such as Internet listservs and bulletin boards, newsletters,
conferences and discussion groups) to provide foreign language teachers
with ongoing professional development opportunities.




(7) the conduct of overseas or domestic intensive summer language institutes
designed to meet the needs for intensive foreign language training by students
or to provide professional development and improve language instruction
through preservice and inservice training for foreign language teachers.

(b) CONDITIONS FOR GRANTS.--Grants under this section shall be made on
such conditions as the Secretary determines to be necessary to carry out the
provisions of this section.

(b) CONDITIONS FOR GRANTS.--Grants under this section shall be made on
such conditions as the Secretary determines to be necessary to carry out the
provisions of this section.




Delivery Systems Reauthorization Proposals

The reauthorization proposals relating to delivery systems further the overall goal of improving
management of the programs. The recommendations are as follows:

Delete reference to “multiple data entry forms.”

Allow the FAFSA to collect additional data elements for the purpose of awarding student
financial assistance. Delete the limitation of eight nonfinancial items used by the States.

Delete the requirement that the Secretary develop a separate loan application for the FFEL
program. Allow the FAFSA to be used as the loan application in the FFEL as well as the
Direct Loan program.

Update the section on contracts for collection and processing to reflect current status of
MDE contractors and their relationship to FAFSA processing.

Delete the requirement that ED ensure that one of the contractors serve graduate and
professional students.

Add statutory language that provides authority for the Secretary to modify any
requirement in consultation with affected parties concerning applying for aid and delivery
of funds to take into account new technology and new business processes if those
modifications would better meet the needs of students and other systems-users.

Provide authority for the Secretary to provide system services for non-Title I'V student
aid/scholarship purpcses and authority to charge and retain fees for such services (excep!

to students and parents).

Pay schools and third party servicers for processing electronic applications and coirections
according to ED’s qualitv and editing requirements.

Delete the requirement that any person who assists another in completing a FAFSA
provide his/her name, signature, address, etc.

Delete expired section involving antitrust.



Summary of Need Analysis Reauthorization Proposals

The reauthorization proposals for the Federal need analysis formulas further the overall goals of
improving access to postsecondary education, and improving management of the programs.

Access:
¥ Consider whether to eliminate or modify the use of cash/savings assets.
¥ Consider whether to modify the contribution from dependent student earnings.

Improving Management:

¥ Consider whether to allow prior prior year data as a substitute for base year data.
¥ Consider whether to allow less than annual need determination for AFDC applicants only.
% Consider whether to allow schools professional judgment authority to change a student's

dependency status from independent to dependent.

¥ Improve program management income by data matching with IRS through Title IV aid
requirement of applicant authorization for sharing of applicant data with IRS.

¥ Consider whether to allow schools under extraordinary circumstances only, the professional

judgment authority to change the final EFC amount.

¥ Consider whether changes to the master calendar to increase institutional flexibility by limiting

applicatility to requlations relating to the calculation of awards and deliverv of funds to students.

Additionaily, whether to allow the Szacretary to designate regulations which schools or other entities could

choose to implement beiore the effective date.

List of Need Analysis Reauthorization Proposals



1. Assets: Options under consideration
(a) Eliminate cash savings in Federal need analysis.
(b) Replace current asset protection allowances with an expected cash savings

contribution.

2. Dependent student earnings: Options under consideration
(a) Increase student income protection allowance from $1,750 to $3,500.
(b) Combine student available income with parents available income.

3. Prior prior year data:
(a) Allow prior prior year data as a substitution for base year data in need

methodology formulas.

4 Federal need analysis determination:
(a) Allow less than annual need determination for AFDC applicants only.
5. Professional judgment authority for dependency status determination:
@) Allow schools the autnority to change a student's dependency status from

independent to dependent.

6. FAFSA applicant's authorization to release their data to IRS:

(a) Title IV federal aid requirement to share application data with the IRS for
purposes of an income match.

7. Other than 9 month need analysis calculation:

(a) Extend eligibility for an other than 9 month EFC calculation to independent
students.
8. Cost of attendance for correspondence students:

(a) Delete reference to correspondence students in the cost of attendance for all

students, other than incarcerated students, who are enrolled at least halif-time.

9. Professional judgment authority to change the final EFC amount:

(a) Allow schools the professional judgment authority to change the final EFC



amount, in addition to adjusting the data elements only under extraordinary circumstances as defined by
the Secretary.

10. Study abroad provision:

(a) Eliminate the study abroad provision in the statute.

11, Certification for GSL eligibility:

(a) Delete this reference in the statute.
12. Loss of eligibility for violations of loan limits:
(a) Delete the term fraudulently in reference to this statute.
13. Modify eligibility for automatic zero EFC calculation:
(a) Improve and simplify the current definition of eligibility for an automatic zero

EFC calculation. Eliminate the confusion caused by the current requirement "eligible to file an IRS
income tax form 1040a or 1040ez".

14, Master calendar changes:

(a) Limit applicability to regulations relating to the calculation of awards and delivery
of funds to students. In particular, apply the publication deadline to regulations governing student
consumer disclosures, studeat eligibility, need analysis, cost of attendance determination of award
amounts, and delivery of funds to students. Change the delay of effective date of late publications from
December 1 1o MNovember 1.

(b) Allow the Secretary to designate regulations which schoolc or other entities could
choose to implement before the otherwise applicable effective date.



Gatekeeping and Oversight
Summary of proposals

List of proposals

Summary of Gatekeeping and Oversight Reauthorization Proposals

Access: -

Allow @rograms and institutions (degree-granting programs or regionally

accredited institutions) to be eligible for Title IV aid by repealing current requirements

limiting the percentage of correspondence courses that can be offered by institutions.

Ensure accountability of these programs through accreditation by authorizing an

independent study (by the National Academy of Sciences or the National Association of

Public Administration, for example) to examine the effectiveness with which accrediting

agencies are developing and enforcing outcome measures for distance learning programs. & Bﬁmc/
Extend the exemption from cohort default rate penalties to Historically Black Colleges and * by L,
Universities and tribally controlled community colleges so long as those institutions are Goion.

FeComm wd

showing continuous improvement in their default rates. Jo « wath-
—_— &
S aad lw‘.\J
Effective Education -- High Standards/High Achievement: W e -5
. Extend the 70/70 completion and placement requirement to all vocational programs up to TNy

one-year in length. Modify the existing requirement by allowing institutions to meet the

requirement if 70 percent of their students are placed in jobs for which they are trained Ry
Cor” . 0y ol

regardless of whether they complete the program. Ly

Simplify Program Delivery and Improve Management:

Repeal State Postsecondary Review Entity Program.

Provide the Secretary the authority to develop a performance-based approach to statutory
and regulatory requirements whereby the Secretary would exempt institutions from
selected administrative requirements provided they meet stringent performance criteria.
Terminate from Title IV eligibility foreign institutions with cohort default rates greater
than one-half the national average for each year. Limit submission of financial statement
audits and compliance audits to foreign schools with high loan volumes. Extend the time
between recertification to seven years for low loan volume foreign schools.

Terminate an institution's participation form the Perkins Loan program if its Perkins
default rate exceeds 25 percent for the three most recent years. Make other related
provisions consistent with FFEL program.

Institutions that unsuccessfully appeal high cohort default rates and that choose to receive
loans during the appeal process will be held liable by posting surety in an amount sufficient
to cover these costs.

Repeal the refund requirements and substitute a simplified proposal that incorporates a
disbursement schedule that determines the amount of Title IV aid a student has earned
when the student ceases attendance. Some minimum requirements for refunds will be
established.




Provide the Department the authority to issue administrative subpoenas in pursuing
termination actions against institutions.
Broaden the authority for the Quality Assurance program.

List of Gatekeeping and Oversight Reauthorization Proposals

Allow distance learning programs and institutions (degree-granting programs or regionally
accredited institutions) to be eligible for Title I'V aid by repealing current requirements
limiting the percentage of correspondence courses that can be offered by institutions and
making other technical changes in the areas of institutional eligibility, student eligibility,
and cost of attendance.

Ensure accountability of distance learning programs through accreditation and assist the
Department in monitoring the accrediting agencies by authorizing an independent study
(by the National Academy of Sciences or the National Association of Public
Administration, for example) to examine the effectiveness with which accrediting agencies
are developing and enforcing outcome measures for distance learning programs.

Repeal State Postsecondary Review Entity Program.
Repeal State share of default costs provision (also included in budget).

Limit required unannounced reviews by accrediting agencies to those agencies at which at
least 10 percent of the institutions they accredit have cohort default rates for the most
recent year of 20 percent or higher. Allow the option for all accrediting agencies to
conduct unannounced site visits when they are deemed necessary by the agency.

Provide the Secretury the authority to develep a performance- based anpioach ic statutory
and regulatory requirements whereby the Secretary would exemnt institutions from
selected administrative requirements provided they meet stringent performance critenia.

Terminate from Title IV eligibility all foreign institutions with cohort default rates sreater
than one-half the national average for each year. Impose no compliance requirements on
dzferment-only institutions. Limit submission of financial statement audits and compliance
audits to foreign schools with high loan volumes (less than $500,000). iExtend the time
between recertification to seven years for low loan volume foreign schools.

Extend the 70/70 completion and placement requirement (i.e., 70 percent of students must
complete and 70 percent of them must obtain employment in tie field they are trained) to
all vocational programs up to one-year in length. Modify the requirement by allowing
institutions to meet the requirement if 70 percent of their students are placed in jobs for
which they are trained regardless of whether they complete.

Impose the existing 85/15 requirement on institutions that switch from for-profit to
non-profit during a two-year transition period.



10.

11.

12.

13.

17.

18.

Institutions that unsuccessfully appeal high cohort default rates and that choose to receive
loans during the appeal process will be held liable by posting surety in an amount sufficient
to cover these costs.

Clarify that, in submitting cohort default rate appeals based on allegations of improper
loan servicing, a school may request only copies of the records received by the guaranty
agency in deciding whether to pay a claim and maintained by the agency.

Clarify that loans which the Department determines were improperly serviced are
eliminated from both the numerator and denominator in the calculation of the cohort
default rate.

Terminate an institution's participation form the Perkins Loan program if its Perkins
default rate exceeds 25 percent for the three most recent years. Add a provision allowing
schools to appeal loss of Perkins eligibility based on mitigating circumstances as
determined by regulation. Eliminate the provision that allows for the exclusion of
improperly serviced loans from the calculation of Perkins cohort default rates. Eliminate
the submission of a default reduction plan.

Repeal the refund requirements and substitute a simplitied proposal that incorporates a
disbursement schedule that determines the amount of Title IV aid a student has earned
when the student ceases attendance. Some minimum requirements for refunds will be

established.

Provide the Depariment the authority to issue administratiw@n pursuing
termination actions against institutions.

Make technical changes to the definition of eligible institution (in Sections 481 and 1201)
that would eliminate duplicative and confusing language. In addition, the changes would
clarify that graduate and professional programs are eligible to participate in prograr.s
authorized under the HEA, and specify that community colleges offering short-term
programs are not subject to a two year waiting period for eligibility.

Repeal Section 498(f) that requires the Department to conduct site visits at institutions for
each certification or recertification and allows the Department to charge institutions for
the costs associated with these site visiis.

Broaden the statutory authority for the Quality Assurance program into additional areas \L
beyond verification.

Extend the exemption from cohort default rate penalties to Historically Black Colleges and
Universities and tribally controlled community colleges so long as those institutions are
showin:g continuous improvement in their default rates.
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Delivery Systems Reauthorization Proposals

The reauthorization proposals relating to delivery systems further the overall goal of improving
management of the programs. The recommendations are as follows:

1. Delete reference to “multiple data entry forms.”

2. Allow the FAFSA to collect additional data elements for the purpose of awarding student
financial assistance. Delete the limitation of eight nonfinancial items used by the States.

3. Delete the requirement that the Secretary develop a separate loan application for the FFEL
program. Allow the FAFSA to be used as the loan application in the FFEL as well as the
Direct Loan program.

4. Update the section on contracts for collection and processing to reflect current status of
MDE contractors and their relationship to FAFSA processing.

5. Delete the requirement that ED ensure that one of the contractors serve graduate and
professional students.

6. Add statutory language that provides authority for the Secretary to modify any _
requirement in consultation with affected parties concerning applying for aid and delivery
of funds to take into account new technology and new business processes if those
modifications would better meet the needs of students and other systems-users.

7. Provide authority for the Secretary to provide system services for non-Title IV student
aid/scholarship purposes and authority to charge and retain fees for such services (except

to students and parents).

8. Pay schools and third party servicers for processing electronic applications and corrections
according to ED’s quality and editing requirements.

9. Delete the requirement that any person who assists another in completing a FAFSA
provide his/her name, signature, address, etc.

10.  Delete expired section involving antitrust.
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item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title
XIll of the Omnijbus Budget Reconciliation Act of 1990.
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LEGISLATIVE REFERRAL
MEMORANDUM

If your responsa 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 is short and you prefer to call, please call the
branch-wide lina shown balow (NOT the analyst's line) to leave 8 mossage with s laglsistive assistant.

You may siso raspond by:

(1) calling the analyst/attorney’s direct line (you wlill be connectad to voice mail if the analyst doss not
angwer); or

(2) sending us a memo or letter
Please include the LRM number shown above, and the subject shown below.

TO0: Constance J. Bowars Phone: 395.3803 Fax: 395-6148
: Office of Management and Budget ,
Branch-Wide Line {to reach laegislative essistant): 395-7362

FROM: ] . (Date)

{Name)

.. (Agency}

: .. {Telephone)

The following is the reponse of our agency to your roquest for views on the ahove-captioned subject:
Concur
__ No Objection
_____No Comment
______ See proposed edits on pages

Other:

FAX RETURN of pages, attached to this reponse sheet
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Richard W. Riley, Secretary
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Subcommittee on Postsecondary Educatlon, Training and Life-Long Learning

United States House of Representatives
Committee on Education and the Workforce
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DRAFT . 6/17/97 -- 5:00 p.m.
Mr. Chalrman and Members of the Subcommittee,

| am pleased to appear before you to discuss the Administration's proposal for the
reauthorization of the Higher Education Act of 1865 (HEA). The President has
emphasized universal access to postsecondary education and lifelong learmning as top
priorities of his Administration. Our reauthorization proposal builds upon the President's
proposed HOPE Schdlarshlp. $10,000 tax deduction, and increases in Pell Grants and
Work Study. It will set the direction for Federal support of higher education as we enter

the next century.

More than ever before, education is the fault line between those who will prosper in the
new economy and those who will be left behind. Today's good jobs increasingly requira
skills and training beyond a high schoo! education, and effective and accessible
postsecondary education is critically important to Individuals as well as our Nation's
economy and democracy. In fact, the most racent estimates available from the Census
Bureau show that a person with a bachelor’s degree earns about $600,000 more in
today's dollars over the course of a lifstime than a person who did not continue his or

her education beyond high school.

For over 30 years, the HEA has worked to promote access to effective postsecondary
education, with college enrollment Increasing from 59 million students In the fall of
1965 to 14.3 milllon in the fall of 1885. In 1997, we?éxpect 7.6 million students, or
about one-third of all postsecondary students enrolled throughout the year, to receive

nearly $43 billion through HEA student financial aid programs, costing the Federal
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government $13 billion. This is a good investment in America's future,

But we have an unfinished agenda. Students whose parents have less income and
formal education still enroll in higher education at lower rates than do thelr peers from
more affluent and better educated families. Ninety-one percent of 1992 high schootl
graduates from the'highest socio-gconomic quartile entered college within two years,
compared to only 71 percent of students in the middle quartiles and 49 percent of
students in the lowest quartile. Ensuring access is therefore the first critical principle
underlying our HEA reauthorization proposal. The other three are supporting high
standards and high achievement; improving outreach to potential students and
linkages to employmént and elementary and secondary education; and simplifying
program delivery and improving management. | am encouraged that the Congress and

the higher education community share these objectives.

The challenge in this reauthorization is to achieve greater investment in postsecondary
education within the Bipartisan Budget Agreement. Our overall proposal will be
aggressive, but realistic. We will recommend targeted program reforms rather than a

"wish list" of new programs that we can fund in the context of a balanced budget.

Access: Opportunity with Reaponalbility
Ensuring access to postsecondary education for all Americans continues to be the most
important goal of Federal postsecondary education policy. President Clinton extends
the concept of educational access to mean "opportunity with responsibility.” As the
principal beneficiarieé of postsecondary education, students should be expected to
study hard and pay s_bme of the costs of their own education. Nonatheless, the

student's family, the States, postsecondary lnst'rtutibns. and the Federal government
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also have important roles. The student's family has an obligation to prepare the student
for a fulfilling and productive future. States provide crucial governance and financial
support to the Nation's higher education system, especially through annual
appropriations that cover large portions of public institutions' operating budgets. Each
institution also has a _duty to provide high-quality and efficiently administered programs,
support students, and managé Federal funds responsibly. Any consideration of the
Federal role in postsecondary educstion must recognize the roles and responsibilities of

these multiple players.

We are concemed that students and parents, espeCiaIIy those from low-income
families, have incompiete, and sometimes misleading, knowledge of the cost of
atten'ding postsecondary education, the availability of financial aid, and eligibility
requirements for aid.' Also troubling are recent reports indicating that parents of even
very young children view college costs as one of their foremost worries. Although it is
not the role of the Federal government to determine tuition levels, we can do more to
allay fears about college costs and also to encourage loeng-term planning for éducation
after high school. We are examining a number of options. including one that wouid
identify and publicize the amount of Federal aid that postsecondary students in

participating programs are eliglble to receive and the typlical costs of education.

We are also concerned that our current need analysis formula -- which determines how
much financial aid a student i eligible to receive -- may discourage students from
working and families from saving. To address this concern, we are considering ways to
‘medify the treatmenf of assets in the calculation of expected family contribution. We
know that Congressman Clay has recently introduced a bill, H.R. 1435, that would

increase the amount of income that is excluded from assessment in the need analysis
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formulas for both dependent and independent students. We are reviewing this proposal

in tarms of its benefits to students and its conformity with a balanced budget.

Pell Grants, which are the foundation of Federal student aid, have made postsecondary
education possible for millions of low-income students who otherwise would not have
had this opporiunily. -Racent bipartisan support in C_I.ongress has resulted in
considerable Increasés in Pell Grant funding and anﬁincrease in the number of
undergraduate student recipients. We would like the reauthorized HEA to provide a
strong Pell Grant program, and in future budgets we hope to propose substantial
annual increases Iin the maximum Pell Grant award, as long as they can be paid for
within a balanced budget. To thils end, the Administration proposed a $3,000 maximum
award in the 1988 budget, and the President fought for this increase in the Bipartisan

Budget Agreement.

In part because of the diminishing value of the Pell Grant in real terms throughout the
1980s, many students and families Increasingly rely on student loans to finance
postsecondary education. Given borrowers' financial obligations, we will not consider
any proposal that would Increase the cost of borrowing for students or parents. On the
contrary, the President's 1998 budget proposed substantial reductions in the loan
origination fees that student barrowers must pay, and we will continue to work to
eliminate these fees entirely if it is possible within the framework of a balanced Federal

budget.

~ To improve HEA programs for graduate education, we are considering the consolidation
of Title IX's Javits, Harris, and Graduate Assistance in Areas of National Need

programs into one flexible, comprehensive fellowship program focused on naticnal
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academic needs. We are preparing a proposal that would define national need in terms
of both academic discipline and population repregentation. The new program would
provide fiexibility while retaining important elements of the programs that would be

consolidated.

We also want to respond to changes in the demographics of the coliege population as
well as technological innovations. Nearly half of all college students are now working
adults over 25 years of age who cannot easily take time from their jobs or other
commitments to participate in traditional higher education settings. Exciting new
technologles are enabling postsecondary institutions to respond to popular demand
from these students by offering enhanced distance leaming opportunities. For
example, students can now take courses over the internet and interact with Instriictors

via e-mail.

To ensure quality in these ventures, we will ask accrediting agencies to develop and
enforce educational outcome standards specific to distance learning. To provide
equivalent student aid opportunities for all leatners, while making sure that this is a
good investment of Federal education funds, we prbpose to modify severa) provisions
of the HEA. In addition to taking steps to ensure educational quality through
accreditation of these programs, we intend to modify some provisions that limit
institutional eligibility for Title IV aid, including those based on percentages of students
and programs in distance learning. Also under consideration is & proposal that the
non-tuition cost of attendance for students In distance learning programs bé computed

under the same methodology used for other off-campus students.

‘Support Effective Education: High Standards, High Achievement
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In addition tb ensuring access, Federal programs should continue to promote and
enhance outstanding educational opportunities and encourage students to take
advantage of them. Several of our reauthorization ideas address this objective of
promoting high standards and high achievement.

We are c_onsldering ways to reward needy students who exce! academically. We also
plan to propose limiting the length of time students may qualify for Pell Grants --
perhaps to 150 percent of the usual program length -- thereby encouraging timely
degree completion and safeguarding taxpayer do!la‘?s. Taken together, these proposals
reinforce our commitment to ensure access for all students and reward those who

achieve at the higheét level, yet also promote student accountability.

We can also encourage and promote high standafds and achisvement on the part of
educational providers b'y_continulng to support the Fund for the Improvement of
Postsecondary Education (FIPSE). The postsecondary education community
overwhelmingly endorses this program, which supports reform and enhancement
projects in areas ranging from student preparation to faculty development and
improvement of campus environments. We will stress dissemination as an important
feature of the reauthorized FIPSE, thereby encouraging replication of the exciting and

effective projects it funds.

We want to continue 'to support improvements in aéademic quality and institutional
management at institutions serving disadvantaged and minority students. Our plan to
create separate parts of Title Ill for Hispanic-Serving Institutions and Tribally-Controlied
Colleges will elévate.their visibility. We will also enéourage all Title I schools to

strengthen the use of technology in both academic and administrative operations.
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Finally, we are concerned about the quality of teaching at elementary and secondary
schools. We will propose to improve teacher preparation programs to help meet the
President's goa! of ensuring a talented, dedicated, and well-prepared teacher in every
American classroom. Without effective teaching, the highest standards in the world will
not yield a well educated society. Our Nation faces major challenges in this
undertaking, as we will need an additicnal two million teachers to keep up with student
population growth over the next decade. We are considering a new teacher
preparation program, in which colieges and universities that have demonstrated
excellence in preparir'ig teachers would partner with other postsecondary institutions

that are committed to improving their own teacher bfeparation programs. In addition,

 we are considering improved teacher recruitment programs to include

paraprofessionals, mid-career people, and individuals willing to work in underserved

areas.

improve Outreach to Potentiai Students and

Linkages to Employment and Elementary and Secondary Education
By forging strong IInkE among elementary and secondary education, postsecondary
education, and employment, we can establish crucial connections at both ends of the
educational spectrum that complement and increase the effectiveness of our
investment in student financial aid. Specifically, we' ‘aim to provide effective mentoring,
academic preparation. and counseling to motivate y;bung people and their families to
develop and deepen their aspirations and commitment to pursue postsecondary
education. Our goal must not be just to ensure access, but also to encourage students

to persist and graduéte.
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We particularly would like to see increased degree and certificate completion among
low-income students, whose rate of completion is one-third lower than that of their
high-income counterparts. Thus, we are examining ways to reward institutions that
serve large numbers of Pell Grant recipiepts who complete an educational program.
Such incentives would encourage institutions to retain low-income students through

degree completion.

We are determined to strengthen the TRIO programs, which support and encourage
precoliegiate students by preparing them for enroliment and success in coliege. The
Upward Bound and Student Support Services programs help low-income,
first-generation college students enter and persist in college. An evaluation conducted
by Mathematica Policy Research showed that Upward Bound increases students’
educational expectations, prepares them academically, and results in mors parental
involvement in their children's school-retated activities. Similarly, aﬁ evaluation
conducted by Westat, Inc. showed that participants in Student Support Services earn
higher grade point averages, enroll in more classes, and persist at a greater rate than
do other similar students.

We also want to strengthen the Federal commitmeht to mentoring and early intervention
for disadvantaged youngsters by stepping up efforts to inform students at an early age
that college is a realistic possibility. We are considering a proposal to redefine the
Talent Search program as a mentoring and academic support program to help
disadvantaged middle schoo! students by instilling motivation and work habits
conducive to academic success; providing information on collegiate academic

requirements, typical costs, and financial aid availability; and involving parents.




JON-17-1987 17:35 TO:W EINCAID FROM:SCOTT, & P. 13/16

S —— . e B gge 18]

[IVMA—.\--M A 2 L. - X 3 i gl . -~ i e i - v’ azudl B N € d ' RS

Improve Management and Simplify Program Dellvery
The reauthorized HEA should continue to improve management and simplify program
delivery, our fourth guiding principle. We aim to reduce burden on institutions and
provide them the flexibility to manage the programs so that they can serve students
well. We will also ensure that students and postsecondary institutions continue to
recelve efficient, seamless and predictable customer service that enables them to plan

ahead.

We will continue to strengthen Title IV program management by improving the
Department’s overslgiwt of participating postsecondary institutions. In recent years, we
have significantly improved Federal Family Education Loan (FFEL) program
management. The national FFEL cohort default rate declinad from 22.4 percent to 10.7
percent betwesn 1880 and 1994. Federal payments for defaulted FFELs have declined
approximately 40 percent between 1891 and 19896, ‘despite a 60 percent increase in
‘the volume of loans in repayment during the same period. And collections on defaulted

FFELs have more than doubled since 1992.

We also have strengthened the gatekeeping procedures to prevent unscrupulous
schools from partlcipeting in student aid programs. Over the past four years, the
Department's actions have led to the removal of 875 schools, including 872 schools
removed from all student aid programs and an additional 203 from Federal loan
programs. These actions are the result of carefu! irﬁplementation of legislation enacted
by the Congress since 1990, which have given the Department more tools to manage

the Federal student aid programs.

Wae need to continue striving toward a proper balance, however, between protecting
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students and Federal-funds and imposing burdans on schools. To strike this balance,
we are proposing to create a statutory and regulatory framework for tailored,
performance-based standards -- developed in consultation with the postsecondary
community -- In lieu of the current "one size fits all” rules. A gatekeeping and oversight
system based on institutions’ track records and risk to Federal funds will recognize the
diversity of American higher education, reauce burden where appropriate, provide
incentives for institutions to be fiscally and administratively responsible, and target

Federal oversight resources on high-risk institutions.

We are also working to ensure strong management of our student loan programs and to
provide equal benefits for students in Direct Lendlnc_j and FFEL. The creation and
implementation of the Direct Loan program already has revolutionized Federal student
loan delivery by providing a simpler, more automated, and more accountable system to
borrowers and participating institutions. The existence of Direct Lending has also
stimulated improvements in FFEL. The Direct Loan progrem also offers borrowers a
choice of repayment optlons that have improved borrowers’ ability to manage their
student loan debt. In our FY 1888 budget submission, we proposed to expand the
Direct Loan repayment options to FFEL borrowers,‘improve the terms of FFEL
consolidation loans, énd prohibit lenders from offer‘ﬂig different benefits to selected
borrowers. The budget provisions, like our HOPE Scholarship proposal, would provide
students additional assistance and flexibliity in financing postsecondary education, and
we plan to Include them in our reauthorization plan, as well.

In the Presidant’s 1898 budget, we propose economic incentlves for guaranty agencies
that would reduce the need for regulation, lower costs to the taxpayers, and improve

performance. Qur proposal clarifies that guaranty agencies administer guarantses paid
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by the Federal government under performance-based agreements. The Department
would pay 100 percent of lender default claims, compensate guaranty agencies through
a set of fees related to the functions they perform, and recall Federal funds

unnecessarlly held in reserve by the agencies.

We recognize the importance of simplifying program delivery and have taken steps In
this direction. In conéultatlon with students, schoolé, lenders, guaranty agencies, and
secondary markets, the Department is developing Project Easy Access for Students
and Institutions (EASL), an electronic, student-centered delivery system through which
students will be able to apply for aid, determine their eligibility, and have their aid
delivered to the school of their choice aimost instantaneously. As envisioned, EASI .
would also enable borrowers to check on their loan balances 24 hours a day after
leaving school, assist institutions in tracking enroliment and repayments as well as
fuifilling reporting requirements, and help the Department with program management,

reporting, and oversight in a real-time environment.

We are modernizing other aspects of the delivery system consistent with the EAS!
vision. Later this mohth. students and families will be able to complete the financial aid
application via the Internet. We are also considering the use of multi-year promissory
notes and imaging for both the Direct Loan and FFEL programs, which could greatly

reduce administrative burden for the schools, lenders, and the Department.

Some in the postsecondary education community have advocated new organizational
forms to modernize student aid. Recently proposed meodels include a mutual benefit
corporation (MBC) — which, as | understand it, is a non-governmental corporation

operating under a charter and bylaws approved by an appropriate Federal agency that

t
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is set up to help run an industry -- and a performance-based organization (PBO) within
a Federal agency under the policy supervision of the Secretary and the President. We
are reviewing modifications that have been proposed for delivering student aid, and will
communicate with the Committee If legislative change is needed to improve efficient

and effective program management.

Conclusion
It has been my pleasure to share with you our higher education strategy and our
approach to the reauthorization of the Higher Education Act. In proposing the HOPE
Scholarship tax credit and other tax incentives to help families pay for college and
life-long lsarning, maj'"'or increases in funding for important postsecondary education
programs in our FY 1998 budget, and a strong Higher Education Act, we are dedicated
to strengthening the Federal commitment to postsecondary education. We look forward
to working with you to craft a Higher Education Act.t'hat will allow us to meet the

challenges of the next century. | am happy to respond to any questions you may have.




ty

UMB EDUCATION 1D:202-395-487S MAY 19'97 14:58 No.003 P.0?2

A (hspon flecs

NOTE TO MAUREEN MCLAUGHLIN

THROUGH: Kathy Stack t‘ﬁ) @
FROM: Leslie Mustain, Aromie'Noe, Tim Rosado

SUBJECT: Hispanio Initiative

You recall that you asked us to provide our suggestions in support of an Hispanic
Initiative. We offer four areas of consideration that are within the context of the Department’s
Higher Education reauthorization bill.

Modify the TRIO program

e We strongly support the reauthorization Linkages Team's option to eliminate prior
experience authority.

° We support, as well, the Team’s sub-options to assist the Secretary in giving funding
priority to geographic areas under-served by TRIO programs.

° In lieu of, or addition to, acceptance of the above options, we suggest ED consider giving
the Secretary authority to designate incremental increases in budget authority each year to
grantees scrving “emerging communities.” Thc emerging communities definition could,
for the purposes of the program, be those with growing or sustained, limited English
proficient (LEP) populations.

L We also suggest integrating into statute an incentive structure to encourage grantees to
serve “hardest-to-serve” student populations. The definition of hardest-to-serve could be
structured in a manncr which pulls into TRIO programs more low-performing Hispanic
students likely to drop out of school. Regardless of the benefit to any Hispanic Initiative,
we see an incentive structure as 8 useful way to persuade grantees to better serve a greater
portion of morc ‘difficult’ students, generally.

An incentive structure could use cither the push or pull approach; withholding a portion of
the grant until evidence of performance is shown or providing financial rewards on top of
the basic grant.

Target Work-Study funds to Hispanic mentoring programs

° Since a significant portion of new Work Study funds is to be targeted toward community
service, we suggest targeting a portion of those funds toward Hispanic mentoring
programs. There are some excellent examples of programs that pair Hispanic high/middle
school students with Hispanic college students, providing the younger students with ole
models/mentors as well as college readiness activitios (visits to campuses, tutoring, etc.)
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Reallocated Work Study funding priorities can to targeted to schools serving large
populations of limited English proficient students or Hispanics. There arc, for example,
197 Hispanic-serving institutions that could be used as pilots for the mentoring programs.

° Examples of successful Hispanic mentoring/college rcadiness programs to be used as
modecls could be included in report language to the reauthorization bill.

Special Focus Competition in FIPSE )o W;ﬁ‘*

D

. We suggest that FIPSE establish a special focus competition for innovative student v o M-

support services projects. %
X a
° The projects could focus on transition (high school to college) and retention issues of ¥ \\lé -
k(/
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Restructure the Urban Community Service Program ﬂek
Vrf TAkas
)

minority students. ‘Acute’ problem areas could also be targeted within this focus, such as N
retention of Hispanic students in support services programs, J,,./)

PV
If the Department desires to reauthorize an Urban Community Service-type program, we W Q’

recommend that it be restructured significantly in 8 way that will hamess the resources of A e
IHEs to address just the gducation needs of school districts in high poverty areas, urban or
rural,

The new program could be structured in a manner which targets acute education needs,

such as minority student dropouts and instruction for limited English proficient students.

Performance of the grantees, and program overall, would be measured in terms of the
improvements made to the school districts in the problem areas targeted by the grantees.

At your convenience, we are available to discuss any of these suggestions further.

cc: Bob Shireman



HIGHER EDUCATION REAUTHORIZATION

HISPANIC ORGANIZATIONS
ISSUES HACU PRESIDENT’S
ADVISORY
] COMMISSION

Distribution of campus-based
funds.

\_/

/}ampus-based aid should be
istributed to institutions with
the highest need, not based on

a distribution formula which
grandfathers many
institutions’ allotments at
levels set in the mid-1980s.

Distribute all campus-based
funds under an established
fair share formula that does
not guarantee some
institutions a certain aid
allotment regardless of the
number of needy students
enrolled.

Academic Libraries and
Information Services.

Designate HSIs as eligible for

Title I Part D grants.

No comment.

N
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Title 111

epeal t uirement
that an(additional 5% of the
ispanic students enrolled be

either low income or first
generation college students.
O Repeal the requirement tha
50% of Hispanic students
enrolled be first generation
college students.

o Repeal requirement that
25% of Hispanic students are
either low income or first
generation college students.
O Repeal the requirement that
funding for Title III Part A
grants be greater than $80
million before any funds are
provided to HSI grants.

o Repeal provision that limits
the definition of an HSI by
counting only full-time
equivalent students.

o Permit HSIs to use up to
20% of their grants for
establishing or increasing
their institutional
endowments.

o Expand section 316(d)(3)
to include partnerships with
community-based

| organizations.

o Repeal the requirement
that prohibits funding for
HSIs until Part A grants are
funded at $80 million.

o Repeal provision that limits
the definition of an HSI by
counting only full-time
equivalent students enrolled
at an institution.

o Repeal the requirement
that an additional 25% of the
Hispanic students enrolled be
either low income or first
generation college students.
O Add a funding priority for
applicants with collaborative
arrangements with LEAs and
community based
organizations.

o Allow grantees the option
to use up to 20 percent of
their grant to establish or
increase endowment funds at
an institution.




Graduate and professional

programs. “w

("

o Create a new grants
program authority under Title
I1I to provide awards to HSIs
with graduate and
professional programs to
expand or improve grad/prof
opportunities for Hispanic
Americans and other students
under represented in graduate
education.

© Provide a priority in
funding to grant applicants
under Part D of Title IX for
programs which enroll
students under represented in
graduate and professional
programs and which recruit
such students from HSIs and
HBCUs.

Support Hispanic graduate
students in targeted fields
especially math, sciences,
health related professions, the
humanities, and fields of
anticipated faculty shortages.

TRIO.

o Repeal the “prior
experience” consideration for
TRIO programs and replace
with a special consideration
for proposed projects serving
students “under represented
in TR1O.”

o Provide a special
consideration for the
geographical distribution of
TRIO programs.

© Provide a priority in
funding to Upward Bound
projects serving individuals
from population groups with
a high rate of high school
dropouts.

o Repeal the “prior
experience” consideration for
TRIO programs and replace
with a special consideration
for proposed projects serving
students “under represented
in TRIO.”

o Provide a special
consideration for the
geographical distribution of
TRIO programs.

o Provide a funding priority
to Upward Bound applicants
who provide assurances that
are not less than 1/3 of the
youths participating in project
are high risk individuals.




Bilingual teachers.

Create a program to provide
loan forgiveness for
individuals, including bilingual
teachers who agree to teach
in Title I eligible schools with
large concentrations of
Limited English Proficient
students and who teach
bilingual education or
participate in programs under
Title VII of the Elementary
and Secondary Education Act
of 1965. Bilingual teachers
working for community-based
organizations serving
language minority populations
also would be eligible for the
program.

Create a loan forgiveness
program for bilingual
teachers.

Cohort default rates.

Exempt HSIs from cohort
default rate restrictions.

Exempt HSIs from cohort
default rate restrictions.

FIPSE Add a new authority under No comment.
FIPSE for developing
innovative methods for
ensuring the successful
transfer of students from 2-
year to 4-year institutions.
Funding for Pell Grants. No comment. Increase Pell Grant funding to
authorized levels.
Bilingual education programs. | No comment. Increase funds, maintain and
promote Bilingual education.
Technology and the No comment. Establish programs that will
workforce. train and prepare young

adults and adults for a
technology driven workplace.

Collaboration with business.

No comment.

Facilitate collaborations
between businesses and
higher education institutions,
in order to provide
apprenticeships, monitoring,
and summer training activities
for Hispanic students.




Qutreach.

No comment.

Identify the most effective
proactive approaches for
early outreach to middle
schools and high schools,
matriculation between two-
and four-year institutions, and
persistence, interventions,
including how there vary by
Hispanic group, region and
background.
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Sec. 315 HIGHER EDUCATION ACT OF 1965 2

(b) CONTINUATION REQUIREMENTS.—Any continuation applka—
tion shall demonstrate the progress made toward achievement of
the goals described pursuant to subsection (a).

(20 U.S.C. 1058b)

SEC. 316 HISPANIC-SERVING INSTITUTIONS.
(a) PROGRAM AUTHORIZED.—The Sccretary shall provide grants
and related assistance to Hispanic-serving institutions to ensble
. such institutions to improve and expand thelr capacity to serve
Hispanie and other low-income students. '
(b} DEFINTTIONS.—For the purpose of this section—
(1) the term “Hispanic-serving inatitution” means an inati-
tution of higher education which—
(AYis an eligible institution under section 312(b);
(B) at the time of application, has an enrollment of un.
dergraduate full-time equivalent students that is at least
25 percent Hispanic students;
(C) provides assurances that—
() not less than 50 percent of its Hispanic stu-

Ny dents are low-income individuals who are first genera-
__.f tion college students; and
. (ii) another 28 percent of its Hispanic students are
either low-income -individuals or first generation col-
lege students;

i (2) the term “first generation college student” means—
i (A). an individual both of whose parents did not com-
’ plete a baccalaureate degree; or
! (B) in the case of any individual who regularly resided
Tl with and received su}:ﬁort from only one parent, an indi-
vidual whose only such parent did not complete a bacca-
laureate degree; and
I (3) the term “low-income individual” means an individual
! from a family whose taxable income for the preceding year did
|\ not exceed 150 percent of an amount equal to the govertg level
\ determined by using criteria of poverly established by the Bu.
! ‘reau of the Census.
(c) AUTHORIZED ACTIVITIES.—
(1) TYrES OF ACTIVITIES AUTHORIZED.—Grants awarded
under this section shall be used by Hispanic-serving institu-
\ tions of higher education to assist such institutions to plan, de-
valop, undertake, and carry out programs.
| (2) EXAMPLES OF AUTHORIZED ACTIVITIES.—Such programs
may include—
\ (A) purchase, rental, or lease of scientific or laboratory
equipment for educational purpeses, including instrue-
\ tional and research purposes;
(B) renovation and improvement in classroom, library,
laboratory, and other instructional facilities;
(C) support of faculty exchanges, and faculty develog-
-ment .and faculty fellowships to assist in attaining ad-
\ vanced degrees in their field of instruction;
\ (D) cwriculumn development and academic instruction;
\ (E) purchase of library books, periodicals, microfilm,
and other educational materials;
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In accordance W|th OMB Clrcular A-19, OMB requests the views of yOur agency on the above
subject before advising on its relationship to the program of the President. Please advise us if this
item will atfect direct spending or receipts for purposes of the "Pay-As-You-Go” provisions of Title
Xill of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: In the attached testimony, ED describes aspects of the Administration's proposal for
reauthorizing the Higher Education Act. Because this proposal is still under development, we wish
to reach agreement on the testimony as quickly as possible.
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LRM ID: CJB51 SUBJECT: EDUCATION Testimony on Higher Education Act Reauthorization

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

It your response to this request for views Is short (e.g.. concur/no commaent), we prefer that you respond by
e-mall 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 snslyst’s line) to leave a8 message with a legislative assistant.

You may also respond by:

(1) calling the analyst/attorney’s direct ling (you will be connected t0 voice mail if the analyst doss not
answaer); or

(2) sending us 8 memo or letter
Please include the LRM number shown above, and the subject shown below.

TO: Constance J. Bowers Phone: 395-3803 Fax: 395-6148
Oftice of Management and Budget
Branch-Wide Line (to reach legisiative assistant): 395-7362

FROM: L {Oate)

(N émo)

. (Agancy)

(Telephonae)

The following Is the reponse of our agency to your request for views on the above-captioned subject:
Concur
__ No Objection
No Comﬁent
See proposad edits on pages

_Other:

FAX RETURN of pages, attached to this reponse sheet
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DRAFT - 6/13/97

Mr. Chairman and Members of the Committee,

1 amn pleased to appear befvie you to discuss the Administration's proposal for the reauthurization

of the Higher Education Act of 1965 (HIEA). The President has cmphas.ized -
effective postsecondary education and lifclong lcarning as top prioritics of his Administration.

Our reauthorization prdposal builds upon the President's proposed HOPE Scholarship, $10,000

tax dcduction, and increases in Pell Grants and Work Study. It will set the direction for Federal

support of higher education as we enter the next century.

More than ever before, education is the fault line between those who will prosper in the new
economy and those who will be left behind. Today's good jobs require more skills and training™
than a high school diploma affords, and cffective and accessible postsecondary education is
critically important to individuals as well as our Nation's economy and democracy. A recent
study by the National C.entcr for Education Statistics (NCES) confirms thut workers who have a
record of high academic achievement eaﬁ more and are more productive in the workforce than
those demonstrating lower academic achievement. In fact, the most recent estimates available
from the Census Bureau show that a person with a bachelor’s degree earns about $600,000 more

over the course of a lifetime than a person who did not continue past high school.

For over 30 years, the HEA has worked well to promote access to effective postsecondary
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education, with college enrojliment increasing from 5.9 million students in the Fall of 1965 10
14.3 million in 1995. Ancther roughly six million students enrolled at other dmes during 1995
or attended non-collegiate institutions. In 1997, we expect 7.6 million students, or about onc-
third of students enrolled sometime during the year, to rcccive ncarly $43 billion through HEA

student financial aid programs, costing the Federal government $13 billion.

But we have an unfinished agenda. Poor and middle-income students still enroll in
postsecondary educat.iofx at lower rates than do their more affluent peers. In 1995, 34 percent of
low-income, 56 percent of middle-income, and 83 percent of high-incoine high school graduates
entered college. Recognizing that the HEA needs to address these and other issues, we have
focused on four principles in developing our reauthorization proposals: (1) ensuring access: (2)
AR
supporting high standards and high achicvemnent; (3) improving outreach to potential students
and linkages to employment and elementary and secondary education; und (4) simplifying
program delivery and improving management. [ am encouraged that the Congress and the higher

education community share these objectives.

Access: Opportunity with Responsibility
Ensuring access to postsccondary cducation for all Americans continucs to be the most

important goal of Federal postsecondary education policy. President Clinton has aptly

characterized this principle as "opportunity with responsibility." This is not uniquely a I’sderal

responsibility, however. It is a responsibility sharcd with the student, the student's family, the
States, and postsecondary institutions. As the principal beneficiaries of postsecondary education,

2
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students should be expected to study hard and pay soine of the costs of their own education. The

student's faﬁxily also has an obligation to prepure the student for a fulfilling and productive

future. Annusl State expenditures on postsecondary cducation exceed $45 billion, indicating the
crucial role of States in financing and governing American postsecondary education.
Institutions, too, have a duty to ensure access by providing high-quality programs, supporting
students, restraining tuition increases, and manaping Federal funds responsibly. Any
consideration of the Fedetal role in postsecondary education must recognize the reles and

responsibilities of these multiple players.

We are concerned that college costs, which are increasing faster than both inflation and median
family income, may be eroding access to postsecondary cducation. Especially troubling are
Tecent reports indicating that parents of even very young children view college costs as one of
their foremost worries. Many individuals, particularly tl’@se from lower-ir.come families, do not
know how much aid they are eligible to receive through éur current student aid programs. We

can do mare to allay these fears and also cricourage long-term planning for education after high

[R23 Je ()
school. We arc examining a numbcr of options, including one that would identify and publicize
N c* %{: INYEN

th'cjﬁmount of Federal aid that all postsccondary students in cligible programs could rcceiv%\m%-g_
%W‘) ¢ ,\Qo o the typical costs of education. The types of aid provided would vary, as they do now, according
| students’ finencial situations -- the neediest students would qualify {ur more grants and
subsidized loans, while other, less needy students would be eligible for unsubsidized loans -- but

all students and families cMMMMMLW%WQUId

benetit from knowing about the availability of a specific total amount of Federal aid that they
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could expecy, Identifying a fixed total Federal aid amount for all students would also discourage

et behiviab=lhasas 1
institutions from increasing tuitions disproportionately to increases in the amount of Federal aid Gk oy

N
available, 5 (/l,—,/v’(4 x
IS
(/W”'/L Y ?
)

We are also concerned by a perception that ow curtent needs analysis formula -- which o »/Q, VL"

detennines how much financial aid a student may reccive -- discourages working and saving. To
change this pereeption and to encourage saving and investment for collcgc& are considering 7
ways to modify the treatment of assets in the calculation ;f expected tamily contribution. {Such
changes would permit those who have saved diligently for postsecondary education expenses to

reap the benetit of their effon&lVe also expect 10 propose that dependent students be allowed to ¥ |
keep more of the money they eamn, rather than having most of it considered in the needs analysis
fonnula}l‘his is consistent with our Fiscal Yeuar 1998 budgel proposal to increase the income

protcction allowance for single or married indepcndent students without dependents.

Pell Grants, the foundation of Fedcral student aid, have made postsecondary education possible
for millions of low-inc§mc students who otherwise would not have had this opportunity. With
bipm‘ti.;;an support in Congress, Pell Grant funding has increased considcrably. Yet as the
postsecondary student population bas grown, and Pell Grant funding has been spread over more
students, the maximum award has not kept pace with college costs. The current maximum Pell
Grant of $2,700 would need to be $4,700 just to match its inflation-adjusted Jevel in 1978.
While a $2,000 increasc is not feasible, we would like the reauthorized HEA to provide a strong
PcI.l Grant program, and hope to propose in future budgets substantial annual increases in the

4
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maximum Pell Grant award, as long as they can be paid for within a balanced budget.
x© /% P %X
| o U,X”\(
Because the valuc of the Pell Grant diminished in real terms throughout the 1980s, many \~

students and families increasingly rely on student loans (o finance postsecondary education.
Given borrowers' financial obligations, we wi.ll not consider any proposal that would increase the
cost of Bormwing for students or parents. On the contrary, we will continuc to propose
substantial reductions in the loan origination fees that student borrowers must pay and we will
work to climinate these fees cntircly if it is possible within the framework of a balanced Federal

budgel.

To improve HEA programs for graduate education, we are considering the consolidation of Title
1X's Javits, Harris, and Graduate Assistance in Areas of National Need programs into one
flexible, comprehensive fellowship program focused on national need. We are preparing a
proposal that would define national need in terms of both academic discipline and population
representation, The new program would provide flexibility while retaining important elements

of the pro'grams that would be consolidated.

W also want to respond to changes in the demographics of the college population as well as
technological innovations. Nearly half of'all college students are now working adults over 25
years of age who cannot easily take time from their jobs or other commitments 1o participate in
the traditional higher education settings. Institutions of postsccondary educagion are increasingly

responding to their demands by offering distance learning courses, whether over the Internet or

5
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via teleconferencing. To provide equivalent student aid opportunities for all learners, while

making sure that this is a good investment of Federal education funds, we propose to modify

several provisions of the HEA. Specifically, we Ean to seek repeal of some provisions that Jimit

institutional eligibility for Title IV aid based on percentages of students and programs in distance

learning; % propose that students in distance learning programs become eligible {or as much W\M’ aw/

o

aid as othcr studcnts:}\nd we will require accrediting agencies to develop and enforce

\ W
educational outcome standards specific to distance learning.
Support Effectivc Education: High Standards, High Achievement

In addition to ensuring access, Federal programs should continuc to promote and enhance
outstanding educational oppornunities and encourage students to take advantage of them. Scveral
of our reauthorization ideas address this objective of promoting high standards and high
achievement.

.

!

&’e are considering rewarding needy students who excel academically with a supplement to their \\"' v
Pe.ll Grant. We also plan to proposc limiting the length of time students may qualify for Pell w
Grants -- perhaps to 150 percent of the usual program length -- thereby encouraging timely

degree completion and safeguarding taxpayer dolla:s]l’aken togethelr, these proposals reinforec

our comﬁim:nt to ensurc access for all students and reward those who achieve at the highest

level, yet also promote student accountability.

We can also encourage and promote high standards and achievement on the part of educational

6
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providers by continuing to support the Fund for the Improvement of Postsecondary Education
(FIPSE). The postsccondary education community overwhelmingly endorses this program,
which supports reform and cnhancement projects in arcas ranging. fromn student preparation to
faculty development and improvement of campus environments. We will stress dissemination as
an important feature of the reauthorized FIPSE, thereby encouraging replication of the exciting

and effective projects it funds.

We want to continue to support itnprovemer:ts in academic quality and institutional management
at institutions serving disadvantaged and minority students. Our plan to create separate parts of
Title 11T for Hispanic-Serving Institutions and Tribally-controlled colleges will elevate their
visibility. We will also encourage all Title III sc‘;houls to strengthen the use of technology in both

academic and administrative operations.

Finally, we will propose changes in teacher preparation programs to ensure the presence of u
talented, dedicaled, and well-prepared teacher in every American classroom. Without effective
teaching, the highes! standards in the world will not yield a well ¢ducated socicty. Our Nation

faces major challenges in this undertaking, as we will need an additional two million teachers to

] ' ' %
kecp up with student population growth over the next decade. | We arc considering a new teacher -~
. preparation program, in which colleges and universities that huve demonstrated excellence in ﬁ\r"}) \'\m\’

W
preparing teachers would partner with other postsecondary institutions that arc commintedto W Q\

Y.

7 ' &

improving their own teacher preparation programs. In addition, we plan to expand the Minority

Teacher Recruiiment Program to include paraprofessionals, mid- career pecople, and individuals
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willing to work in underserved a:cas‘.}

- Improve Outreach to Potential Students and
Linkages to Employment and Elcmentary and Secondary Educsation
By forging strong links among elementary and secondary cducaﬁon, postsecondary education,
and employmcnt, we can cstablish crucial connections at hoth ends of the edicationa)l spectrum
that complement and increase the effectiveness of our investment in student financial aid.
Specifically, we aim to provide effective mentoring, academic preparation, and counseling to
motivate young people and their families to develop and deepen their aspirations of, and

comumtment to, pursuing postsecondary education.

"We are determined to s&englhen the TRIO programs, which support and encourage precollegiate
students, preparing them for enroliment and success in college. The Upward Bound and Student
Support Services progfams help low-income, ﬁrst—gcncra;ion college students enter and persist in
college. An evaluation conﬁucled by Mathematica Policyl Researcn showced that Upward Bound
students have higher educational expectations, are better prepared academically, and have parents
who are more involved in their children's school-related octivities than similar students not
participating in Upward Bound. Similarly, an cvaluation conducted by Westat, Inc. showed that
participants in Student Suppon Services earn higher grade point averages, enroll in more classes,

and persist at a greater rate than do other similar students.

Cur goal must not be just 1o ensure aceess, but also to encourage students to persist and graduate.

8
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We particularly wonld like to see increascd degrec and centificate completion among low-income
students, who currently complete bachelor’s degrecs at only half the rate of their high-income (
counterparts. Ems we are examining ways to reward institutions that serve large numbers of
Pcll Grant recipients who complctc an educational pr'ogram‘:]Such incentives would encourage

institutions to retain low-income students through degree completion.

We also went to strengthen the Federal commitment to mentoring and early intervention for
disadvantaged youngsters by stepping up efforts to inform students at an early age that college is

a realistic possibility. Our proposal to rcdefine the Telent Search program as a mentoring and 7
academic support program would help disadvantaged middle school students by instilling

motivation and work haiaits conducive to academic success; providing information on collcgiate

academic requirements, typical costs, and financial aid availability; and involving parents.

Imérow Management and Simplify Program Delivery
The reauthorized HEA should continue to improve management and simplify program delivery,
our fourth guiding principle. We aim to reduce burden oﬁ institutions and provide them the
flexibility to manage the programs so that they can serve students well. We will also ensure that
students and postsecondary institutions continuc to receive efficient, scamless and predictable

customer service that enables them to plan ahead.

We will continue to strengthen Title [V program management by improving the Department's
oversight of participating postsecondary institutions. In recent years, we have significantly

9
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improved Federal Family Education Loan (FFEL) program munagement. The national FFEL
cohort default rate declined from 22.4 percent to 10.7 percent between 1990 and 1994, Federal
payments for defaulted FFEL.s have declined épproximately 40 percent between 1991 and 1996,
despite u 60 pereent increase in the volume of loans in repayment during the sume period. And

collections on defaulted FFELs have more than doubled since 1992.

We also have strengthened the gatekeeping proccdures to prevent unscrupulous schools from
participating in student Qi d programs. Ovef the past four vears, the Department's actions have led
to the removal of 875 SCi’lOOlS, including 672 schools.rcmovcd from all studcent aid progrums and
an additional 203 from f‘ederal loan programs. These actions are the result of careful
implementation of legisiatitle enacted by Congress sirce 1990, which have given the Department

more tools to manage the Federal student aid programs.

We need to continue striving toward a proper balance, however, between protecting students and
Federal funds and imposing burdens on schools. To strike this balance, we are proposing to
create a statutory and regulatory framework for tailored, performance-based standards --
developed in collaboration with the postsecondary community -- in lieu of the current "one size
fits all” rules. A gatekeeping and oversight system based on institutions’ track records will
recognize the diversity of Arnerican higher education, reduce burden where appropriate, provide
incentives for institutions to be fiscally Iand administratively responsible, and target Federal

oversight resources on high-risk institutions.

10
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We are also working to ensure strong management of our student loan programs with equal
benefits for students in Direct Lending and FFIEL. ‘The creation and implementation of the Direct
Loan program alrcady has revolutionized Federal student loan delivery by providing a simpler,
more automated, and more accountable system to borrowers and participating institutions. The
Direct Loan program also offers borrowers a choice of repayment optivns that have improved
borrowers’ ability (0 manage their student loan debt. In our FY 1998 budget submission, we
proposed (o expand tie Direct Loan repayment options to FFEL borrowers, improve the terms of
FFEL consolidation loans, and require lenders to provide the same benefits to all of their
borrowers. The budget provisions, like our HOPE Scholarship proposal, would pravide students

additional assistance and flexibility in financing postsecondary education.

We can reduce inefficiencies inherent in the FFEL program by modifying the guaranty ageney
structure to providc economic incentives for guaranty agencies that would reduce the nced for
regulation, lower costs fo the t#xpayers, and improve performance. The current guaranty agency
structure is bascd on the fiction that guaranty agencics actually guarantee student loans, when in
fact they merely admini;lcr guarantees paid by the Federal taxpaycr. Our proposal clarifies the
Federal role and transforms thesc agencies into third-parl)-’ servicers for g_uara.n{y-related
functions under performance-based agrecments. The Department would pay 100 percent of

lender default claims and recall Federal funds unnecessarily held in reserve by the agencies.

We recognize the importance of simplifying program delivery and have taken steps in this

dircction. In consultation with students, schools, lenders, guaranty agencies, and secondary

1n

A
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markets, the Department is developing Project Easy Access for Students and Institutions (EASI),
an electronic, student-centered delivery system through which students will be able to apply for
aid, determine their oligibiliry, and have their aid delivered to the school of their choice almost
instanlancdusly. As envisioned, EASI would also enable borrowers to check on their loan

balances 24 hours a day after leaving school, assist institutions in tracking enrollment and
repayments as well as fulfilling reporting requirements, and help the Department with program

management, reporting, and oversight in a real-time environment.

We are modemizing other aspects of the delivery system consistcnt with the EAS] vision. Later
this month, students and families will be able to complete the financial aid application via the
Intemet. We are also considering the use of multi-year promissory notes and imaging for both

the Direct Loan and FFEL progiams, which could grcall)" réduce administrative burden for the

schools, lenders and the Depurtment.

Some in the postsecondary education community have advocated new organizationa) forms to
modernizc student aid. Recently proposed models include a mutual benefit corporation (MIBC) --
which, as [ understand it, is a non-governmental corporation operating under a charter and
bylaws approvcd by an appropriate Federal agency that is set up to help run én industry -- and &
performance-based orgénization (PBO) within a Federal agency under the policy supervision ol
the Secretary and the Presidem. We are reviewing the dcsirability of an MBC, PBO or other
specific alicmative organization for delivering student aid, but do not want to jump to any

conclusions without more carcful study.
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Conclusion
It has been my pleasure to share with you our higher cducation strategy and our approach to the
reauthorization of the Higher Education Act. In proposing the HOPE Scholarship tax credit and
other tax incentives to help familics pay for college and life-long lecaming, major increases in
funding for important postsecondary education programs in our FY 1998 budge, and a strong
Higher Education Act, we are dedicated to strengthening the Federal commitment to
postsecondary education. We Jook forward 10 working with you to craft a Higher Education Act
that will allow us to meet the challenges of the next century. 1 am happy to respond to any

qucstions you may have.

13
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item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title
XU of the Omnibus Budget Reconcitiation Act of 1990.

COMMENTS: The Higher Education Act Reauthorization legislation will be reviewed and cleared in
separate parts. ED will ransmit formally a comprehensive Lill later.

DISTRIBUTION LIST

AGENCIES:
76-National Economic Council - Sonyia Matthews - {202) 45/6-6630

EOP:

Kathryn B. Stack
Patricia A. Smith
Timothy A. Rosado
Barry White

Danigl J. Chenok
Robert M. Shireman
Michael Cohen
William R. Kincaid
Rosalyn J. Rettman
Edward M. Rea
James C. Murr .
Janet R. Forsgren
Lisa M. Kountoupss
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LRM ID: CUB77 SUBJECT: COUCATION Draft Bill on Higher Education Act Resuthorization -
Title X FIFSE (Fund for the Improvement of Postsecondary Education)

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your response to this request for views Is short (¢.g., concur/no comment), we prefor that you respond by
e-mail or by faxing us this responsa sheet. If the response is short snd you prefer 1o csll, please call the
branch-wide line shown below {NOT the analyst’s ling] to loave 8 message with a logislative assistent.

You may also respond by:
{1) calling the analyst/attorngy’s dirgct line {you will be connected to voice mall if the analyst does not

answer); of
(2) sending us a memo or latter
Plesse include the LRM number shown abovae, and the subjoct shown Lelow.

TO: Constance J. Bowars Phone: 395-3803 Fax: 395-6148
Office of Management and Budget
Branch-Wide Line (to reach legislative assistant): 395-7362

FROM: . (Date}

{(Name)

{Agency)

{Tolephone}

The following is the reponse of our agency to your request for views on the above-captioned subject:
Concur
____ No Objection
No Commont

Soe proposed edits on pages _

Other:

__FAX RETURN of _____ pages, attached 1o this reponse sheet

0
~
(S a}
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T-X (FIPSE) DRAFT 7/18/97

SEC. —-. (a) Section 1001(s) is amended by striking out “institutions of higher education
or combinations of such institutions and” and inserting in lieu thereof “institutions of higher
education, combinations of such institutions, and”.

(b) Section 1003(a) is amended by striking out “S technical employees” and inserting in
lieu thereof “7 technical employees”.

(c) Section 1004 is amended to read ss follows:
“AUTHORIZATION OF APPROPRIATIONS

“SEC. 1004. (a) IN GENERAL.--There are authorized to be eppropriated such sums as
may be necessary for each of fiscal years 1998 through 2002 to carry out this subpart, except for
subsection (b). :

“(b) PLANNING GRANTS ..-There are authorized to be appropriated such sums as may
bo necessary for each of fiscal years 1998 through 2002 to carry out section 1001(b).".

(d) Section 1011 is amended--

(1) in subsection (c), by striking out paragraphs (1) through (3) and inserting in
lieu thereof the following:

“(1) international cooperation and student exchange among postsecondary
educational institutions; |

*(2) institutional restructuring to improve learning and promote cost efficiencies;
and

“(3) evaluation and dissemination of model programs.”; and

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

“(d) AUTHORIZATION OF APPROPRIATIONS —-There are authorized to be
appropriated such sums as may be necessary for each of fiscal years 1998 through 2002 to cany

- out this subpart.”.

REH
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FUND FOR THE IMPROVEMENT OF POSTSECONDARY EDUCATION (FIPSE)

FIPSE, established by the Higher Education Act Amandments of 1972, awards
grants “to improve postsecondary education opportunities by encouraging the
reform, innovation, and improvement of postsecondary education, and providing
equal educational opportunity tor ell.” Total funding for FIPSC equallied $18 million

in FY 97.
FIPSE grant campatitians include:

v The Comprehensive Program, FIPSE's primary grant cumipstition, which
annuslly accounts for over gighty percent of its program budget.

o) Smaller, "specisl focus" competitions in areas of particular national need are
also conducted each year. In recent years these competitions have
addressed such 10pics as dissemination of proven postsecondary reforms,
and development of cooperative postsecondary programs between
institutions in the United States and thosa in the Mexico, Cenada, and
Europesn Union.

The Comprehensive Program:

o Is opan to 8ll public and private nenproflt postsecondary institutions, from
two yoar [nstitutions to rogoorch univergitias. In FY 87, 21586 opplicotions

were submitted.

o Supports demonstration projects addressing 8 wide range of postsecondary
improvemsnts, access to postsecondsry education for all types of students,
teaching and learning. Most grant awards are in the areas ol access and
retontion, curriculum reform, educations! technology, school-callege
collaboration, school-to-work programs, international education, faculty
development, and graduata and professional sducation.

0 Is very competltlve: of the approximately 2000 applications submitted each
year, only about 75 receive FIPSE grants, a funding ratio of less than four
percent.

o Reguires each funded project to engage in systematic evaluation of its

outcomes, and to disseminata its results to the postsecondary community.

0 Includes evaluation of outcomes that lsads to institutionalization of
suooessful projects; o lorge mojority of FIPSE projects sre continued after
FIPSE funding explres.

in recognition of this program's outstanding success ovar the past 25 yaars, both
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the Department of Education and the higher educsation community havo
recommended that FIPSE beo reauthorized without substantial change in its statute,
Three minor amendments ere proposed here to: 1) ciarify the range of eligible
orantees; 2) provide for increased staff flexibility: and 3) encourage applicants 1o
address the need to restructure Ingtitutions to improve learning and promote cost
efticiencies.

DRAFT- 7/15/87
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_ William R. Kincaid
- 08/01/97 10:25:28 AM

Record Type; Record

To: Jack_Kristy @ ed.gov @ inet

cc:
Subject: Title IX/Graduate comments

While you're waiting to hear back from DOJ and the WH Counsel's office on this, a couple of quick
comments:

p. 1 —- It seems odd to have no specific data as examples of national areas of need in particular
academic fields, in contrast with all of the findings about underrepresenation. A virtue of the program is
that the need areas can change over time, but it seems like it would make sense to have one or two
examples that clearly demonstrate why something like this is necessary.

Is it expected that students will be able to get fellowships to complete PhD's in law or business? If not,
seems odd to use those figures as examples of underrepresentation.

My Webster's shows no period in "PhD" which is shown throughout the bill as "Ph.D," but what do | know,
I'm just a lowly J.D.-M.P.A.

p. 4 —— Sec. 904(a) —- "such as the Arts, Humanities, Social Sciences, Life Sciences, or Physiscal
Sciences" seems to indicate that the designation of need is just that broad, rather than national areas of
need in things like electrical engineering, astrophysics, or biochemistry. | would assume that what's
intended is more like the latter. Should this read something like "designate areas of national need, within
fields such as the Arts, Humanities...?"

p. 5 —-- (3)(C) -- this is confusing —- does this mean that the fellowship recipients will have to receive, in
effect, at least one year of classroom instruction or supervised training (before they go off and do their
own research or whatever), or does this mean that each recipient will get at least a year of supervised
training in how to teach?

Thanks.
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SPECIAL ot P 12.

LRM ID: CJB7E

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001
Friday. July 18. 1997

LEGISLATIVE REFERRAL MEMORANDUM

TO. Leyislative. Linigon Officer - See Distribution below
FROM: fJanet R. Forsgren (fdr) Assistant Director for Legislative Reference

OMB CONTACT: Constance J. Bowers
PHONE; (202)395-3803 FAX: (202)395-6148

SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization - Title I1X -
Graduate Education 3

DEADLINE: 10:00 a.m. Thursday, July 24, 1997

in sccordance with OMB Circular A-19, OMB requests the views of your agency on the ahove
subject before advising on its relationship to the program of the President. Piease advise us if this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title
Xl of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: The HEA Reauthorization will be reviewed and cleared in separate parts. ED will
consolidate the entire bill for formal transmittal later.

DISTRIBUTION LIST

AGENCIES:

61-JUSTICE - Andrew Fois - {202) 514:2141

76-Nattonal Economic Council - Sonyia Matthews - (202) 45/6-6630
B4-National Science Foundation - Lawrence Rudolph - {703) 308-1060
75-National Endowment for the Arts - Richard Woodruff - (202} 682-5434
77-National Endowment for the Humanities - Ann Orr - (202} 606-8328
62-LABOR - Robert A. Shapiro - {202) 219-8201

EQP:

Kathryn B. Stack
Patricia A. Smith
Tinothy A. Rosado
Rarry White

Lesliec &. Mustain
Robert M. Shireman
Michae!l Cohen
Wilham R. Kincaid
Rosalvn 4. Rettman
Daniet J. Chenok
Emily Bromberg
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William P. Marshal!
Robert G. Damus
Edward M. Rea
Lisa M. Kountoupes
Jameae C. Murr
Janet R. Forsgren
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LRM ID: CJB76 SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization -
Title X - Graduate Education
RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDOUM

It your response to this request for views is short {e.g., concur/no commant), we prefar that you respond by
e-mall or by faxing us this response sheet. If the response is short and you ptefer 10 call, please ceoll the
branch wide line shown bolow (NOT the onalyst's line) to leave o message with b legislative assistant.

You may blso raspond by:
(1) calling the analyst/attorney’s direct line {you will be connected to voice maii i1 the anatyst does not

ancwar); or
(2) sending us a memo or lettor
Plaass includa the LRM number shown ahova, and the subject shown balow.

TO: Constance J. Bowers Phone: 395-3B03 Fax: 395-6148
Office of Managamant and Budget
Branch-Wide Line (to reach legislative assistant): 395.7362

FROM: {Date)}

{Nama)

{Agency)

{Telephone)

The following ts the reponse of our agency to your request for views on the shove-captionad subject:
Concur
_ No Obijection

No Comment

Ses proposed ediis on pages

Othor:

FAX RETURN of pages, attached 1o this reponse sheet
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T.YX (GRADUATE FELLOWSHIP PROGRAM) DPAFT 7/18/97
SEC. —. Title IX of the Act is anended to read as follows—-
“TITLE IX - NATIONAL NEED GRADUATE FELLOWSHIP PROGRAM

“FINDINGS; PURPOSE

“Sec. 901. (») Fipdings,.--The Congress finds that:
. «
“(1) It is incumbent on the Federal Government (o support the cultural and '
rechnological leadership and economic competitiveness of the United States and, to help meet this /@AA ¢
goal, to improve and expand the graduate leve! teaching and research capacity of the United States. )(uK

oo W
“(2) 1n & vaniety of fields that are vital to the national inicrest there are insufficient | |, ”,\"'
numbers of qualified facully at institutions of higher education 1o meet the demand. “ R W

o
]
“(3) Providing equal opportunity in higher education for traditionally underrepresented ) y)ﬁ .
populationg has been and remains an important Federal objective. Q@

*“(4) Women are 52% of the total poputation of the United States and minorities are
24.5% of the total population (i.e., African-Amencans are 11.13%, Hispanics are 9.34%,
Astan/Pacific Islanders are 3.35% and Native Americans are 0.65%), and individuals with disabilities
are 10% of the total population.

“(5) In 1994-1998, women carned 55% of the bachelors degrees, minorities earned
18.5% of the bachelors degrees (7.7% were earned by African-Amenicans, 4.8% were earned by
Hispanics, § 4% were earned by Asian/Pacific Islanders, and 0.6% were eamned by American
Indizn/Alaskan Natives), and individuals with disabilities eamed 4.4% of the bachelors degrees.

“(6) Women, minorities, and individuals with disabilities continue 10 be
underrepresented among students eaming Doctoral degrees. Overall, in 1994-1995, women received
45% of doctoral degrees (earmning 14% of the engineering Ph.Ds, 22% of the computer and >
information sciences Ph.Ds, 23% of the mathematics Ph.Ds, and 33% of the gusiness Ph.Dsyand
minorities received 16% of the doctoral degrees (8% werc Asian, 5% were Afiican-American, 3%
were Hispanic and 0.4% were Native American). Minorities eamed 6% of the law and Jegal studies
Ph.Ds, 8% of the English language and literature/letters Ph.Ds, 11% of the philosophy Ph.Ds, and
13% of the communication Ph.Ds. Individuals with disabilities acconnted for 4. 5% of those receiving
doctors! degrees. '

*(7) Women and minorities remain underrepresented in faculty positions &t institutions

of higher education in the United States. For example, 37% of the total higher education faculty arc
women, and 12.5% are minorities, of which 4.8% are Asian, 4 8% are African-American, 2.8% are

@
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Hispanic, and 0.5% are Native American.

“(R) The most recent data shows that there are 1,673,000 Ph.D holders in the U.S .,
of whom 85.6% are white and 14.4% are minorities (including 3.9% who are African-Amenican and
2.5% who are Hispanic), and 28.6% are women.

“(9) A diverse facuity enriches and enhances the educational experience for all students
and can increase minority envollment as well as improve increased minority retention and graduauon
from Amenca’s colleges and universitics.

“(10) Specific action is needed at the Federal leve! to promote teaching and research
in academic fields that are determined to be areas of national need, as well as 10 enhance the stimulus
to achicvernent of all students in America's colleges and universities that is provided by the presence
of minorities, women, and individuals with disabilities in the higher education professorate.

“(b) Purpose.~In order to promote high-quality, postsecondary teaching and research in areas
of national need, and to encourage women, minorities, and individuals with disabilities, 10 prepare for
postsecondary academic careers in fields in which they are, and have traditionally been,
underrepresentex, it is the purpose of this title to provide assistance to eligible entities 10 establish
gradusate fellowships to recruit and assist stadents of superior sbility, especially those from
undesrepresented groups.

“GRANTS

“Sec. 902. (») Ag‘ thority,--Subject to section 908, the Secretary shall make grants in
accordance with the provisions of this titie to eligible entities under section 903 to enable such entities
to award graduate fellowships in designated areas of national necd to cligible students.

“(b) Geographic Equity.--In making grants under this title, the Secretary shall, to the extent
practicable, ptomote an equitable gengraphic distnbution of awards.

“(c) Duration, ~Grants made under this title shall be for a period of up 10 3 years,

§ Maxiy ts.~~Each grant awarded under this title shall be in an
amount that is at least $]25 000 but not more than $750,000, for any fiscel year,

“(e) Program Quality —~The principal criterion for awarding grants under this ttle shall be the
relative quality of the graduate programs described in applications submitted under section 905.

“(f) Matching Requirement ~(1XA) To receive a grant under this section for any fiscal year.
an eligible entity shall contribute, from non-federal sources, toward the cost of carrying out the
graduate fellowship program for which the grant is awarded an amount that is at least 25 percent of

-

p

[

v 7/



the amount of the grant.

“(B) An eligible entity’s contribution may be in cash or in kind. fairly
&vaiuated. '

“(2) An eligible entity that makes institutional payments to individuals supported by
fellowships under section 906 for tuition and fees in amounts that exceed the institutional allowances
made by the Secretary under section 907(a) may count the cxoess of such payments towud the
amount the eligible entity is required to provide under paregraph (1).

“(2) Reallotment —If, during any fiscal year, the Secretary determines that a recipient of funds
under this title is unable to use all of the funds ewarded 1o it, the Secretary may, on such dates as the
Secretary may fix, realiot the funds not needed to other recipients that the Secretary determines can
use such funds.

“ELIGIBILITY

“Sec. 903.(2) Eliggbility.--(1) The Secretary is authonzed to award grants under section 902
to--

“(A) institutions of higher education on behalf of their ecademic departments
and programs, or other academic units, that offer programs of study and research leading 10 &
terminal postbaccalaureate degree in an area of national need as designated under section 904; and

“(B) those entities eligible under subparagraph (A) that submit a joint proposat
with one or more nondegree-granting institutions that have e formal arrangement with one or more
degree-granting institutions for support of doctoral dissertation research.

“(2) The nondegree-granting institutions described in paragraph (1) (B) must-

" ¥(3) be described in section 501(c)(3) of the Internal Revenue Code of
1986, and exempt from tax under section 501(a) of such Code,

“(ii) be organized and operated substantially to conduct scientific and
cultural research and graduarte training programs;

*“(iii) not be private foundations;

“(iv) have academic personnel for instruction and counseling who meet
the standerds of the institution of higher education in which the students are enrolled; and

"(v) have necessary research resources not otherwise readily available

-7 -1927 (9:54 TO:.W KINCAID FROM:DADE, 1, b, &/12
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to such students.

“(b) Special Rule.--No entity shall be eligible for a grant under section 902 unless the
graduate program that is the subject of its application for assistance has been in existence for at least
4 vears prior to the date the application is made.

“AREAS OF NATIONAL NEED

“SEC, 904. (a) Designation .~ After consuliation with the National Science Foundation, the
National Academy of Sciences, the National Endowment for the Humanitics, the National
Endowment for the Arts, the Department of Labor, and, as appropriste, other Pederal and public and
private agencies and organizations, the Secretary shall, on a periodic basis, designate areas of national
need. Guch asthe Arts, Humanities, Social Sciences, Life Sciences, or Physical Sciences. ~

*(b) Basis for Designation.--The Secretary shall base such designations on--

“(1) the Nation's interest in supporting graduate study and research in specific
academic fields; and

“(2) the extent of other Federa! and non-Federal support for graduate study and
research in such fields.

“APPLICATIONS

“SEC. 905. (a) Authority.--An eligible entity that desires to receive a grant under section 902
shall submit an application to the Secretary in such manner and form, and containing such information
snd assurances, 8s the Secretary may reasonably require.

“(b) Contents of Applications.~Each application shail--
“(1) describe--

“(A) the number, types, and amounts of the fellowships that the applicant
intends to offer under the grant;

“(B) the designated area or areas of national need the applicant intends to
address under the grant;

“(C) the academic program or programs of the applicant for which the grant
is sought, including its experience in training students who obtain academic positions at institutions
of higher education; and

“(D) the policies and procedures the spplicant will use in awarding fellowships
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using funds under this title,

“(2) demonstrate the relevant academic program or programs’ quality and outcomes
by means of performance-based criteria, including the applicant’s performance in recruiting students,
traimng students, and placing students after completion of the course of study; and
. ‘ lu-'b’ \
“(3) provide assurances satisfactory to the Secretary that-- 1 %A\

“(A) in awarding fellowships using funds under this title, the applicant shall
give priority to women, individuals from minority groups, and individuals with disebifities, in
designated arcas of national need in which such individuals are, and have traditionally been,
underrepresented; ’

“(B) in the event that funds made available to an applicant under this title are
insufficient to provide the assistance due a student under the commitment entered into pursuant to
section 906(b)(1), the applicant will fulfill the commitment to the student from any funds available

toit;

- o
“(C) the applicant will provide at least 1 year of supervised training ip -

mstruction for students; and
——— T

“N) Federal funds made available under this title for any fiscal year shall be
used to supplement and, to the extent practical, increase the funds that would otherwise be made
available for the purpose of this title, and in no case to supplant those funds.

“(c) Profity.~In awarding grants under this title, the Secretary shall give priority to applicants
that demonstrate to the Secretary’s satisfaction that they are preparing women, individuals from
minority groups, and individuals with disabilives, in the designated eres of national need in which such
individuals are, and have traditionally been, underrepresented in postsecondary academic careers.

“(d) Abpplization Review Panels ~To the extent possible, the Secretary shall use
geographically balanced review panels of nationally recognized scholars to review and rank

applications.
“FELLOWSHIPS

“SEC. 906. (a). Fellowships --(1) Recipients of funds under this title shall use such funds to
award fellowships in designatcd arcas of national need to cligible students who--

: “(A) are entering their first year of graduate study or research in a designated
field:

“(B) are intending 10 pursuc & doctoral degree in the designated field:
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“(C) have demonstrated excellence in their previous postsecondary programs
of gtudy; and

“(D) plan postsecondary teaching or research carcers.

“(2) Notwithstanding paragraph (1)(B), a recipient may award fellowships to students
pursuing a8 master's degree in those fields in which the master's degree is commonly accepted as the
appropriate degree for e tenure~track faculty position in that field at a baccalaureate, degree-granting
ingtitution, '

“(b) Stipends,— Fellowship stipends swarded under this section shall--

“(1) be provided pursuant to a written commitment between the institutional recipient
of funds and the fellowship awardee; and

“(2) provide for support of the awardee through completion of the degree in the
awardee's field, not to exceed 3 years.

“(c) Amount of Stipends,—The amount of a stipend to a fellowship awardee shall be set each
vesr ot g level of support that is &t Jeast equal to that provided by the graduate fellowships awarded
by the National Science Foundation.

“(d) Special Rule, ~No commitment under subsection (bX1) shall be made 10 a fellowship
ewardee under this section unless the recipient of funds under this title has determined that adequate
funds, either from the amounts received or anticipated under this title or from other institutional
funds, are available to fulfill such commitment.

“(e) Continuation of Fellowships. ~No student shall continuc to reccive a fellowship stipend

under this title if he or she ig—

“(1) not maintaining satisfactory progress in study or research in the field in which
such fzllowship was awarded,

“(2) engaged in less than full-time study or research in the field in which such
fellowship was awarded; or

“B)is enghged in gainful employment, other than employment involved in teaching,

research, or similar ectivities determined by the institution to be in support of the student’s progress
towards a degree.

“INSTITUTIONAL ALLOWANCES

SEC. 907. (a) Institutiona! Payments.~(!) In addition to the fellowship stipends paid to -

6

Y
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students under this title, the Secretary shall pay to the eligible entity for each individual awarded a
fellowship under this title at such institution, an institutional allowance.

“(2) Except as provided in paragraph (3), such allowance shall be--
“(A) $10,000 for the academic year 1997-1998; and

“(B) $10,000 for each succeeding academic ycar, adjusted annually for
inflation 4s determined by the Department of Labor's Consumer Price Index for the previous calendar
yzar.

“(3) The institutiona! allowance paid under paragraph (1) shall be reduced by the
amount the institution charges and collects from & fellowship awardee for tuition and other fees as
part of the recipient's instructional program.

“) Use for Overhead Prohibited, --Funds made available under this section shall not be vsed

for the general operational overhead of the academic department or program.
“CONTINUATION OF INSTITUTIONAL AWARDS UNDER PREVIOUS PROGRAMS

“SEC. 908. Before making new awards under this title for any fiscal year, the Secretary chall,
as appropriste, make continuation awards to recipients under this title, including recipients of awards
under parts B, C, and D of this title as it was in effect prior 1o the enuctment of Higher Education
Act Amendments Act of 1997,

“AUTHORIZATION OF APPROPRIATIONS

“SEC. 909, There are authorized 10 be appropriated such sums as may be necessary for each
of fiscal years 1998 through 2002 to carry out this title.

Hh¥k
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NATIONAL NEED GRADUATE FELLOWSHIF PROGRAM

Purppsg

The purpose of the Nationsl Necd Graduate Fcllowship Program (NNGFP) is to promote high-
qualsy, graduate-level teaching and ressarch in areas of national need and to encourage women,
minerities, and individusle with dissbilitics to prepare for postscoondary ecademic careers in such
felds in which they are. and have treditionally been, underrepresented. For example, women
carned 22% of all dostorates awarded in the physical sciences; Afficon Amcriean students carnod
2.9% of ol doctorstes awarded in the arts and humanities; and Hispanic students eamed 3.0% of
oJ] doctorates awarded in the life sciences (1995 statistics).

The NNGFP continues the Department's offorts oves the past four yoars to consolidate the
existing graduate education programs (Javits, Harris, GAANN). The single program streamlines
and simplifies program management for both gramees and the Depantment, while maintaining key
elements of the previously existing gradusate sducation programs,

Eropaial

° National Need: The Secretary will decignate sreas of national need such as the arts,
humanities, socisl sciences, life sciences and physicsl sciences, The Department will
consult with the National Scicnee Foundation, the National Endowment for the Arts, the
National Endowrmnent for the Humanities, the National Acsdemy of Sciences and other
appropriate agencics and organizations to determinc national need. The determination of
national necd will consider relevant statistics and the extent to which other Federal and
non-Federal programs support postbaccalureate study in these arcas.

) Underrepresented Populativns: Priority will be given to applicants that indicate strong
past and continuing performance in serving populations traditionally underrepresented.
including women, minoritles, and individuals with disabilities in the academic program for
which fellowehips are sought. .

© Acsdemilc and Rescarch Careers: The Department will evaluate applications based on
the applicant's previous experience in training students who obtain teaching and research
positions at institutions of higher education,

Institniigns) Commitment

0 Institutionsl-Based Awards. Orants will be swarded to institutions rather than
individuals. Although this does not allow for portability, an institutional fellowship s &
vehlcle for strengthening institutional capacity. In addition, an institutional saward will
reduce the administrative burden on the institution and the Departmant.

B 11712
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o Enstitytiona! match: There will be an institutional match based on the GAANN 259
model - the grantee will provide fom non-Federa! funds, an amount equal to at jeast 25%
of the amount of Federal funds received.

[ Durstion of grants. Grants would pravide for three years of support or until completion
of the degree, whichever is Jess. Students must demonsirate scademic progreas to
continue to receive fellowship funding. A 25% mateh from the institutions will ensurc e

faculty, departmentsl, and institutional commitment.

n Supervised training: The scademic department will be required to provide at least one
year of supervised training in jnstruction for students.

Mazimum Stipend: The stipend for individualy will be set according 10 the NSP-stipend and will
no'longer be needs-based The maximum mstitutiona) sllowance will be & $10.000 1297-98 bace

adjusted armually for inflation 8s determined by the Department of Labor.

Contnuation Granws: Budgered funds will include a set-sside o fund contiruation grants for
prior swards under GAANN, Javits, and Harris prior to funding new awards Those grants will bo

funded under 1the original terins of award.
DRAFT .71/1787
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SPECIAL 3

[ —,
LRM ID: CJB97

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001
‘Monday, September 8, 1997
LEGISLATIVE REFERRAL MEMORANDUM
TO: lLeglslalive l;ia'son fficer - See Distribution below
FROM: Janet R. Forsg;en for) AsBistant Director for Legislative Reference
OMB CONTACT: Constance J. Bowers

PHONE: (202)396-3803 FAX: (202)395-6148

SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization - Title IV,
Part F -- Need Analysis

DEADLINE: noon Thursday, September 11, 1997
[ -

In accordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on its relationship to the program of the President. Please advise us If this
item will affect direct spending or recelpts for purpases of the "Pay-As-You-Go" provisions of Title
Xill of the Omnibus Budget Recongciliation Act of 1890.

COMMENTS: The HEA reauthorization legislation is being circulated for clearance in separate parts
for ED to transmit informally to congressional committees. ED will consolidate the entire bill for
formal transmittal later.

DISTRIBUTION LIST

AGENCIES:
118-TREASURY - Richargd S. Carro - (202) 622-0850
128-VETERANS AFFAIRS - Roben Coy - (202) 273-6666
61-JUSTICE - Andrew Fois - (202) 514-2141

EOP:

Wayne Upshaw
Kathryn B. Stack
Patricia A. Smith

S. A. Noe

Barry White

Robert M. Shireman
Jonathan H. Schnur
Michael Cohen
William R. Kincaid
Daniel J. Chenok
Daniel I. Werfel
Robert G. Damus
Edward M. Rea
Toni S. Hustead

Janet R. 'Forsgren
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LRM ID: CJB97 SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization -
Title 1V, Part F -- Need Analysis '

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your response 10 this request for viaws Is shon (e.g., concur/no comment), we prefer that you respond by
e-mall or by faxing us this response sheet. I(f the response Is short and you prefer 10 call, please call the
branch-wide line shown below {NOT the analyst's line) 1o leave a message with a legislative assistant.

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

answaer); or .
(2) sending us a8 memo or lettér:
Please include the LRM number gshown above, and the subject shown below.

TO: Constance J. Bowers Phone: 395-3803 Fax: 395-6148
Office of Management and Budget
Branch-Wide Line (to reach legislative sssistant); 385-7362

FROM: (Date)

(Name)

(Agency)

(Telephone)

The following is the reponss of our agency 10 your request for views on the above-captioned subject:
Concur
_ ___ No Objection
No Comment
Seo proposed edits on pages

Other:

FAX RETURN of pages, attached to this reponse sheet
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PART #--NE.ED ANALYSIS

CONFORMING AMENDMENTS
SEC. 471. (a) Section 471 of the Lct is amended, in the matter preceding paragraph (1),
by striking out “subparts | or 4" and inserting in {ieu thereof “subpart 1".
(b) Scction 473 of the Act is amended by stikiug out the finst comma and “‘except

S

subpart 4 of part A,”.

COST|{OF ATTENDANCE

SEC. 472. Section 472 of the Act/ic amended--

(1) by striking out paragraphs (5) and (10) and,
(2) by redesignating paragraphs (6), (7), (8), (9), (11), and (12) es paragraphs (5),
6), (7), (8), (9). and (10), respectively.

FAMILY CONTRIBUTION FOR DEPENDENT STUDENTS

SEC. 473, Section 475 of the Act is amended—-
(1) in subsection (c)—
(A) by amending paragraph (1)A) 10 read as follows:
"(A) the sum of--

(1) Federal income taxes; and
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“(if) the amount of any tax credii taken under section 25A of the

Internal Revenue Code of 1986;";

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

“Percentages for Computation of State and Other Tax Allowances

’
If parent’s State or territory, of residence is--

And parent's total

income is--

lessthan $15,000

Alaska, Nevada, Tennessee, Texas, WYoming ......c...couecereens
Amgcrican Samoa, Canada, Fedcrated States of Micionesia,
Florida, Guam, Louisiana, Marshall Islands, Mexico,
Northern Mariana Islands, Palau, Puerto Rico, South Dakot&
Virgin Islands, Washington....
Alabama, MisSISSIPPI -...o...cieceemrusercieueic e srsesereseremmesrasceens
Arizopa, Arkansas, Counccticut, Illinots, Indiung, Missouri,
New Mexico, North Dakota, Oklahoma, West Virginia ...........
Colorado, Georgia, Idaho, Kansas, Kentucky, New Hampshue,
- Pennsylvania ........... -
California, Dclaware, Hawau Iowa, Montana, Nebmska,
New Jersey. North Caroling, Ohio, South Carolina, Utabh,
Vermont, VIFBINIA .........ccocseircimrmrnireresesoressserstoserssssasmssssnans
Maine, Maryland, Massachusetis, Michigan, anesom,
Rhode Island ..... Ceeteeeeeiberteesreueesuusreras e rsrinetierastannseraresernren
District of Columbia, W1scansm, (€)1 7-70), W
INEW YOTK ot ccecese o rres seerersssnssssssecsse e se s st ssnasbesasasan

$15,000 or more
then the percentage is--
3 2
4 3
5 4
6 5
7 3
8 7
9 8
10 9
11 10
4 3

",

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

K. 4/3%
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“Income Protection Allowa.iwc
Family Size Iinmbst.m.!:onr!gn For Each
(including student) Additional
| Subtract:
1 2 3. 1 a4 5
2 $12,350  $10,248
3 $15,380 $13,280 » $11,160 :
4 - $19,000 $16,880 $14,780 | $12,670
s $22,410 $20,300 $18,200 | ! $16,080 $13,980
6 $26,220 $24,100 $22,000 i $19,980 $17,790 $2,100
For Each i
Additional . |
add: $2,960 $£2,960 $2,960 | $2,960 $2,960
and :
: !
(D) in paragraph (5), by stxikin?g out “$2,500" each place it appears and

inserting in lieu therenf “$2,R00" in each snch place; :

(2) in subscction (d)--

(A) in paragraph (1), in the mefttcr preceding subparagraph (A), by

striking out “The” and inserting in lieu thereof “Excofn as pmvﬁ

(B) in paragraph (2)(C), by,

ded in paragraph (5), the”;

|
emending the table to read as follows:
|
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|
|
|
|
!
“Adjusted Net Worth of a Bysincss of Farm
i :
|

If the net worth of a busincss or farm is-- | | Then hac adjusted net worth is.
| |

Lessthan §1 ..cciiiincvenianerenniernrrnenne. ereeererereanae. " I $0 I

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

$90,001 10 $265,000 «....ocovrcrrene reersssrsssmrsesssenbecniede: 536,000 plus 50 percent of NW over

¥ (| $90.000

$265,001 10 $440,000 ....ccoccemvvteccrmrianirerrscsicninas $123,!500 plus 60 percent of NW over
! $265,000

$440,001 OF MOTE ......cccenveurrremrvererrermemreencseemens e ! | .$228,500 plus 100 percent of NW over

| 344;0,000.
i

) T i
(C) in paragraph (3), by amcndlh g the table 10 cad as fVllows:

“Education Savings and Asset Protection AlngTvanccs for Families and Students
i

1{ the uge of the oldest parent is-- : And there are

|

two parents one parent

|

! then the allowance is-—
25 O 188 serererrerenermetemsraneseetees s esaeaen e e e emeesseanne .80 $0
p J: O ....2,500 1,700
O ....s[ooo 3,300
7L O .. 7)400 5,000
2T sttt sssets e sesre s ae s s s e st ermtanand ....3,900 6,700
30 s s aas et b e ses e rane ....12,400 8,400
£ SO ...14,900 10,000
32 vt s s aras s srensasars T g.-too 11,700
3 ettt st e e s anaoen e rmen %-'.-1 ,800 13,400
34 et eee s st e sees st oo ...2&,300 15,100
£ OO B 2,800 16,700
36 e e s e e aeene ....21,300 18,400
37 e eaesrsescnreas reseeearensnmeresisenaesssrateanned ....29,800 20,100
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3B b s R 32,200 21,200
39 e s e s b e 34,700 23,400
AD cvuceeirrirarissiresermesiensssar b atsessatarats e sr et b e R R 37,200 25,100
AL .o veerrsrer s s et bR et s e ranb s 38,100 25,700
B2 oottt e e e e et bR R 39,100 26,200
83 oo ettt 40,100 26,900
Bl oooeeeetensene st a st s eneeRerens 41,100 27,500
35 oo rersnrns e s e et arar s s 42,100 28,000
BB oo tetear e s tes et s arerssara et e st e as e e e 43,200 '2B.700
. OO 44,300 29,400
88 .. rer s preneereresseanssneassstnsesss 45,400 29,900
B oot se e égesssresesesnsesesnnnamansenes 46,600 30,700
50 cooreeeeeeeseseses e ssessens e es s aeee bt n st b 47,700 31,400
S et sr st e e esn e s 49,200 32,300
52 et ssaenr s oo r s sa s e s b s peares ..50,500 32,900
L3 S Aremaser st st snessn s sarens 52,000 33,700
54 oo neesese et ees et ans R s s e 53,300 34,500
53 vt ar ettt sa e et e s s 45,000 35,500
56 vevcecstererenerserseinesseesesecsesssessssansnss s stinsia s 46,600 36.400
57 et ene et et a s sttt s 58,400 37,200
58 cooureeseeerercene st ees st se e ses s sarae AR drds bt b ettt 60,100 38,300
59 et es et s e e b sr s 61,900 39,400
60 ..o rereeremsene e a s e se et eree 63,800 40,300
61 .. ..66,000 41,400
B2 crerererereer s st st b s b ar s s ant s 68,300 42,600
03 eeeeereeieiam e et rar s et s et s e aeaesenasseenseans 70,300 43,800
B4 .ooreeetenrnesessssenrs s s ettt s e st st b ees 72,700 45,000
B5 crrernsearsssrssesnatsnsi it s st 75,200 46,500
and ’

contribution from assets calculated under this subsectipn, prescribe in regulation a contribution

(D) by edding at the end thcrcoflhe following new paragraph:

“(5) Notwithstanding section 478(a), the Secrotary may, in lieu of the

from parents® asscts bascd on an amount detcrmined usuxg factors such us the income of the

parents.”;

(3) in subsection (¢), by amending the iablc to rcad as follows:

i
1

k:

L.

i/

v
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“Parent’s Asscssment From Adjusted Available Income (AAJ)

If AAl s -- Then the assessment §s--

Less than 33,409 ........ocoiceeneensrssersersesereseerenn=9 750

<$3,40910 8 11,000 et 22% of AAI

$11,00110 813,900 ..o ... $2,420 + 25% of AAI over $11,000
$13,901 10 816,700 ..o ecreersaerereinireeas $3,145 + 29% of AAI over $13,900
$16.701 £0 $19,500 .....oeoemreeeeeesbereecereereemeeneserennnns$3,957 + 34% of AAI over $16,700
$19,501 to $22,300........... A B teereessanaseas st enesaares $4,909 + 40% of AAl over $19,500
$22,301 OF MOTE ..ooeeereerrerrennee eereceesenenoerasessases $6,029 + 47% of AAI over $22,300

(4) in subsection (g)--

(A) in paragraph (2)--
(i) by amending subparagraph (A) to read as follows:

"(A) the sum of--
"(1) Federall income taxes; and
“(ii) the amount of any 1ax credit taken By the gtudent under

section 25A of the Intcrnal Revenuc Codce of 1986;"; und

(ii) in subparagraph (D), by striking out “$1,750.” and inserting in

lieu thereof “$3,500.”; and

(B) i.n paragraph (3), by amending the table to read as follows:
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“Percentages for Computation of Statc and Other Tax Allowance

If the student’s State or territory of residence is--- The Percentage is—

Alaska, Nevada, South Dakota, Tennessee, Texas, Washington,

WYOIRINE «ivovevevvreveererrenrnecrnraeae SO OTUORUORON 0
Floride, New Hampshire ..o s rasssssss 1
American Samoa, Canada, Connecticut, Federated States of Micronesia, Guam,
Illinois, Louisiana, Marshall Islands, Mexico, North Dakota,

Northern Mariana Islands, Palau, Puerto Rico, Virgin Islands .......cocevemecveccnnn 2
Alabama, Arizona, Mississippi, Missouri, New Jersey, Pennsylvania ................. 3
Arkansas, Colorado, Georgia, Indiana, Kansas, Michigan, Nebraska,

New Mexico, Oklahoma, Rhode Island, Vermont, Virginia, West Virginia ....... 4
Celifornia, Delaware, Idaho, Jowa, Kentucky, Maine, Massachusetts,

Montana, North Cerolina, Ohio, South Carolina, Utah, Wisconsin .................... S
Hawaii, Maryland, Minnesota, Oregon ........ccoovveivvrimninicimmnriessssssnrees 6
District of Columbia, NEW YOIK .....coviccmeaceaniesinimmiensiisssistesniessessissesssonssssoses 7
OHBOT tiiriicriniinricernercermerissiressrssitsserssssnseersrnsesrssnsnsssessssraransassssasntaiasenssessne sessbssasnss 2

(5) in subscction (h)-~
(A) by striking out “The” and inserting in lieu thereof “(1) Exce'pt as
provided in paragraph (2), the"; and
(B) by adding at the end thereof the following new paragraph:

“(2) Notwithstanding section 478(a), the secretmy may, m lieu of the
conuribution from assets described in paragraph (1), prescribe in regulation a contribution from
student assets based on an amount determined using factors such as the income of the studént.”;
and

(6) 1in subsection (i)--

(A) in the heading thereof, by suikiog out “MONTHS FOR PURPOSES
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QIHER THAN SUBPART 2 OF PART A OF THIS TITLE —" and inserting in licu thereof the
following: “MONTHS.--"; and
(B) in the maner preceding paragraph (1), by striking out “for purposes

other than subpart 2 of part A of this title:” and inserfing in lieu thercof a colon.

FAMILY CONTRIBUTION FOR INDEPENDIENT STUDENTS
WITHOUT DEPENDINTS OTHER THAN A SPOUSE
SEC. 474. Section 476 of the Act is amended--
(1) in ﬁubsecﬁon (a)—
(A) in the matter preceding paragraph (1), by striking out “For” and
inserting in lieu therenf “Fxcept as provided in paragraph (2), for";
(B) in paragreph (1), by redesignating subparagraphs (A) and (B) as
clzuses (i) and (ii), respectively;
(C) in paragraph (2), by striking out “paragraph (1)” and inserting in lieu
thereof “subparagraph (A)";
D) by redésignating paragraphs (1) and (2) as subpuragruphs (A) and (B),
1espectively;
(E) by inserting immediately after the subsection heading the paragraph
designation *(1)"; and
(F) hy adding at the end thercof the following new paragraph:
“(2) Fur periuds of enroliment of other than 9 months, the expected farnily
contribution shall be determined by dividing the ¢xpected family contribution determined under

9
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paragraph (1) by 9, and multiplying the result by the number of months earolled.”.
(2) in gubsaction (b)--
(A) in paragraph (1)--
(i) in subparagraph (A)—~
() by amending clause (i) read as follows:
"G} the sum of—
| "(1) Federal income taxes; and
"(I) the amount of any tax credit taken under section 25A
of the Internal Revenue Code of 1986;";
| (D) by amending clause (iv) to read as follows:
"(iv) an income protection allowanoe, determincd in ;ccordancc
with pacaguph (4);"; and
(1I) in clause (v), by striking "paragraph (4);" and inserting
"paregraph (5);"; and
(ii) in subparagraph (B), by striking "paragraph (5)." and inserting
"paragraph (6)."; |

(B) in paragraph (2), by amending the table 10 read as tollows:

10
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“Percentages for Computation of State and Other Tex Allowance

If the student's State or territory of residence is— The Percentage is--

Alaska, Nevada, South Dakotz, Tennessee, Texes, Washington,

WYOMING .recviiviriiinirniirininminisesecsesassssiansntensresnsa ssnarasssasnnsssracssnans ST 0
Florida, New HAmPSRII ......ouvvveiecmirnesomeni e crisnesenssssemsinsnsssossanesssses seses 1
American Samoa, Canada, Connecticut, Federated States of Micronesia, Guam,
Iinois, Louisiana, Marshall Islapds, Mexica, North Dakota,

Northern Mariana Islands, Palau, Pucrto Rxco Virgin Islands .....c.cccoveeenaeee. 2
Alabama, Arizona, Mlississippi, Missouri, New Jersey, Pennsylvania ................ 3
Arkansas, Colorado, Georgia, Indiana, Kansas, Michigan, Ncbraska,

New Mexico, Oklahoma, Rhode Island, Vermont, Virginia, West Virginia ....... 4
California, Delaware, Idaha, Iowa, Kentucky, Maine, Massachueetts,

Montana, North Carolina, Ohio, South Carolina, Utah, Wisconsin .........c..ccre.eee 5
Huwaii, Maryland, Minnesota, Oregon .......cceceemirmicrnirnecniiiinssssnsisen e snesnes 6
District of Columbia, New YOIK ....cccovorveermrivcmereemcanese v evcvenesssrsmnsnasnsessssssrens 7
OLRET ...ttt cssesstsnaesrraie s esas b e tobsessesnesaeneaas se e rsn srsasasntabesttenssast snaaEass 2

(C) in paragraph (4)(A), by striking out “$2,500" and inserting in lieu
thereof “$2,800";
(D) by redesignating paragraphs (4) and (5) es paragraphs (5) and (6),
respectively; and
(E) by inscrting after paragraph (3) the [ullowing new paragraph:
"(4) INCOMEPROTECTION ALLOWANCE --The income protection
allowance is detcrmined by the following 1able (or a successor table prescribed by the Secretary

under scction 478);

11



OLrTVOT LI L1040 LUINMIAL VUILL TV, Unllhy V.

“Income Protection Allowancc

Family Size Number in College
(including student) 1 2
1 _ 6,000 .
2 9,000 , 6.000

(3) in subsection (¢)--

"- and

(A) in paragraph (1), in the maner preceding subparagraph (A), by

striking out “The” and inserting in lieu thereof “Except as provided in paragraph (5), the”,

(B) in paragraph (2)(C). by amending the table to read as follows:

“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 thal $1 .veecveeeininionrsrrsreesensmsesessesaeserseaes 30

$1 10 $90,000 .....coimiererccecvenreritresrneesssssssnnssaonsad 40 pereent of NW

$90,001 10 $265,000 .........coovrmrrirerinereseencorcenimnens $36,000 plus 50 percent of NW over
$50,000

$265,001 to $440,000 ............ccverrieemerenieecrnees $123,500 plus 60 percent nf N'W over
$265,000

$440,001 OF MOLC .......coemrertnsriocrserceruonaneeesesurnsnenns $228,500 plus 100 pervent of NW over
$440,000

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

12

Le 471/ Vo
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¥ A sget Protection Allowance for Families and Students

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

marricd single

then the allowance is--

25 OT 1858 v rieee st arcatssarsenesearnassensesssaaresats rADarens $0 $0

26 crrerernnrarmrerees et ese e sarear st sae sreseemraee 2,500 1,700
p. SOOI ceeteer s e e ees et enes s tsariae 5,000 3,300
28 et era et e ses s seeseeens s asa i bbbt e mmeeeeoshe 7,400 5,000
p L IO 9,900 - 6,700
30 s cee e s e e et e et emeeaae e nreaba e aRtaeR e s e maeenrssanrens 12,400 8,400
31 st eerevarassees s s res et ars s tmseesee e s s enssreasrat RS beb RO SRt 14,900 10,000
3 e e s e eb b e sh e s b e s aa et beasaera s arbes 17,400 11,700
K T UURRRUYPRRO 19,800 13,400
B et ettt em e eeens e st seeeeee e reraremnreaesesnasttot 22,300 15,100
3 e eeereee et ee s nr et ee st ee et e e em e esen e ra e menensna e 24,800 16,700
36 ceeeeeererresbs s st tasts e seeseneeataeeasare st bre s remenrenen 27,300 18,400
3 e eer s et et eeeeeee e e e 29.800 20,100
3 SO RPURTO vereeenan 32,200 21,800
30 et be e e eee e apaeeesasasneasse 34,700 + 23,400
B0 ...t e resesessestaessessssssnnensanneinesnned T2 00 25,100
8 OO 38,100 25,700
G2 et seb e s rasear et sa srea st aaRnsate st s e sesnessenpans 39.100 26,200
B3 coor s sesinre e nssas s e ear st 40,100 26,900
7,V S erer e es e preS s espa st s Rt et sete st s st e s asas 41,100 27,500
B5 e ee st s sse s s e e te b e e e e am et seneenas 42,100 28,000
B0 ..ecuereiserenne e et st aehe sebeseaseRs s saerssabesases s ERsRES 43,200 - 28,700
A7 ..ottt e ese et s et v s saa e seane e aseasas s ten 44300 79,400
B et e e aore s e sateebeesesante bt s eesecrmerermrenns 45,400 29,900
4 ..oeeeeeeaeeeetre s es sttt eeen sttt eeeeee e s s et e s s s raeen 46,600 30,700
SO .. oecerestres e steste et ee oo eeeaseneerensase s et en s mer s e esee e 47,700 31,400
ST tirarceetesnn it et sataaaen sens sov et renneasansmeeas e eeurennan 49,200 32,300
7 2SSO PR SUROORY -1+ X. 11 1 32,900
53 vttt sn s ettt eesea st et et et e tes e eeen s 52,000 33,700
58 . oitircesssreneterncrerissenes e sestesttest e s s sotas e sreeesseae st et et 53,300 34,500
S et b i e ae ettt semas e et e eme e en et ar e e onmaensenas 55,000 35,500
56 et ar e st e ene st s ne seas e es RO RS SE e aE e eee 56,600 36,400
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8 e b s st s e b s fa e srenr s 58,400 37200
5B eeiriresriren st sresaesa et et se P ere e bt s n b ste s s sn aebEaEen 60,100 38,300
80 oo eeressent s seam s et et eee et 61,000 39,400
B0 <ot st et e pab s e erae s b ba s s RS an b eneaboaie £3,800 40,300
(7 (- feerr et e e s sa s e e a Rt s e asAS AT e e arsasbeARnAbe s mrsemanessenrananet 66,000 41,400
62 ettt r et et s reas b ea s s et s eatat e s saparemne s st ansaeannn 68.300 42,600
63 e istsesitesea et ene st s s s R s s s sanensa bote et ot te e nEsesanaaE s 70,300 43,800
B/ e et et e s ee e b b e et e s raraner et e T e e aaan pesrparaoasnn 72,700 45,000
65 OF IO ... e eeeeeteeteeissr e eeeeevesteaassenss s s s s sssnenasrasace 75,200 46,500
‘.
and LYY

(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 assets based on an amount determined 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 (8)--

(A) in the matter preceding paragraph (1), by striking out “For” and

inscrting in liew thereu “Excepl as provided in paragraph (2), for”;

(B) in paragraph (1), by redesignating subparagraphs (A) and (B) as

clauses (i) and (1), respectively;

(C) in paragraph (3), by striking out “paragraph (2)” and inserting in lieu

14
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thereof “subparagraph (B)";
(D) by redesignating pms@phs (1), (2). and (3) as subparagraphs (A),
(B), end (C), respectively,
(E) by inserting immediately after the subsection heading the paragraph
designation “(1)"; and N
“(F) by adging at the end thereof the following new paragraph:

“(2) For periods é.f‘, cwrollment of other than 9 months, the expected farnily
contribution shall be determined by dividing the expected family contribution determined under
paragraph (1) by 9, and multiplying the result by the number of months enrolled.”,

(2) in subsection (b)--

(A) by amending paugruph (b)(3)(A) 10 read as follows:
"(A) the sum of—
"(i) Federal income taxes; and |
"(ii) the amount of any tax credit taken under section 25A of the

Internal Revenue Code of 1986;";

(B) in paragraph (2), by awuendiuy the able o read as follows:

15
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“Percentages for Computation of State and Other Tax Allowances

| And family’s total
If student’s State or territory of residence is-- income is.--
lcss than $15,000
. $15,000 or more
. then tho perecntage is-—
Alagke, Nevada, Tennessee, Texas, WyOIIDg «...uecrcrsmsessnrireonens 3 2
Amenican Samoa, Canada, Federated States of Micronesia,
Florida, CGmam, Lowisiana, Marshall Islands, Mexico,
Northern Mariana Islands, Palau, Puerto Rico, South Dakota,
Vicgin Islands, Washington.........ccccouurmvnimermmnsssnssensnnssisnessnecaas 4 3
Alabame, MIsSISSIPPI «....cvceriernirrarmresiiisnisesmramrseenssasesstc s senses 5 4
Arizona, Arkansas, Connecticut, Illinois, Indiana, Missouri,
New Mexico, North Dakota, Oklahoma, West Virginia ................ 6 h)
Colorado, Georgie, Idaho, Kansas, Kentucky, New Hampshire,
PEnnSYIVARIA .....ciieiinasienicsnnincinsiaessmenssiosaniasosse s o sns 7 6
California, Delaware, Hawaii. Iowa, Montana, Nebraska, '
New Jersey, North Carolina, Ohio, South Carolina, Utah,
Vermont, VITgINIA ccuiieiereismssissssesasssaceaeeersssssasssssoncssecssneesssssrasns 8 7
Maine, Maryland, Massachusetts, Michigan, Mirmesota, :
Rhode 11803 ....cccccveeeerininniniicimsersnesernreeaseiarsesias teeseresseesserasessices 9 8
District of Columbia, Wisconsin, Oregon ... 10
INEW YOIK ...oceierieiieniensaenrennesratararertsnessssanssssssasssssscomaressessessasssensrmns 11 10
OHRCE ...t crmri e st ve s esansasassaraastssarasnssabanastenersracsee 4

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

16
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- “Income Protection Allowance

le

Eamily Size Number in College For Each

(including student) Additional
Subtract:

1 2 3. 4 h)

2 $12,350 $10,24p

3 $15380  $13280,  $11,160

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

5 $22,410 $20.300 £1R8.200 $16,0R0 $13,980

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

For Each |

Additional

add: £2,06n £2,960 £2,960 $2,960 $2,960

and

inserling i lieu thereof “$2,800" in each such place;

(3) in subsection (c)--

(D) in paragraph (5), by striking out “$2,500" each place it appears and

(A) in paragraph (1), in the matter preceding subparagraph (A), by

striking out “The” and inserting in lieu thereof “Except as provided in pamgraph (5), the”;

17
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“Adjusted Net Worth of & Business or Farm

If the net worth of 2 business or farm is— “Then the adjusted net worth is:

Lessthan 81 ...t ninens $0

$1 10 $90,000 .......ccecrrevicvicnneniee B 40 percent of NW

$90,001 to $265,000............e0v... M leertesneemananvasres .$36,000 plus 50 percent of NW over

' $90,000

$265,001 t0 $440,000 ..........ooeveveerrcvennnierenrerenn $123,500 plus 60 percent of NW over
$265,000

$440,00] OF MOIE weovevvrrtrsesruittinosasesessscsinssessesas $228,500 plus 100 percent of NW over
$440,000

(C) in paragraph (3), by amending the table to read es tollows:

“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 0L 1SS ...cocvrvirirnirricrcrsnesmescsrees e sorrnsnssnenerasates emsnranesasmtons $0 $0

26 et r b sttt e e saR R s asben et b rene et sanp e saana 2,500 1,700
2 et e rre e e e v s aen st e e s ssn e se s s oot s e st heara s et atsnsesesare 5,000 3,300
2 et sresa et st et e e s e ean e s ereaee 7,400 5,000
2 it rraire vt e re e st te s e sa et s e aee e et s m e b e bean s s e s e naeranes 9,900 6,700
30 et e ea e st e et e e 12,400 R,400
3 e e st et et ee e s enen e eeeae e et ene 14,900 10,000
K 3 U rettramesemecieeteeesienmasrrarrrennns 17,400 11,700
33 e ettt e er s s ean s cremte R R 19,800 13,400
3 ettt st seeser e er e e eene et enneresenees 22,300 15,100
3 et ere e sp e e e 24,800 16,700
30 e e rercnate et s e b er et aessseeee e e e e eare s s petesesarenacn e 27,300 18,400

18
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K R U OO ORI 29.800 20,100
30 et s et st et seme et es e seeseaee b st en b eseeses s eaetn 34,700 23,400
B0 ce.ceeeereseeeretes i eteeste s st a e e s sba s bees e sabesa s ass v e re s s asaessesrasareasaass 37,200 25,100
B ooeeereeees st et sessass st e se s eae s seestes s reeeein 38,100 25,700
B2 ..ot ee s ee e e st aas e eeme e aren et e e e e s ea 39,100 26,200
B3 | oereeee e it nas e st e ern e eraerans 40,100 26,900
B4 oot n e e et e e et a s e et AT a e e paR TS IO p e e 08 41,100 27,500
4G et e e s et bt et eemesesaeavearas R bR e aaneee 42,100 28,000
BB ...eeeceevecre sttt e e s n et taE b ot cesensanasaeasraaras 43,200 28,700
BT oo e anee st gessnssansss e ssesaneiens seneeenseer 28,300 29,400
B8 oottt aras e s oo sered e ererens e 45,400 29,900
B ieiteree e ceereesren et —aasnaiteatesaesr s aara teaannsarearssbabesesererecres 46,600 30,700
S0 it vaae s e crne e ssas s s e cen seenaeRaarEstaasohe araeabas 47,700 31,400
S ettt ecer it et e s s e e ne s sobobe e sep A resarsbeAtF SR A e RN E b aam e 49,200 32,300
8 ettt e s et ee e sa v R ar e e aere e e b e Rt s ate eesrash e s ararnsermeres 50,500 32,900
83 e e ce e s et et b b e v st e nnem e eRaae st aren et et e ranaaares 52,000 33,700
S ettt te et sareae e sres et e s et as e e ae s eeearaekesbabas e e ettnere 53,300 34,500
0 3 SO U O UOP O SRR 55.000 35,500

B0 e et et e ea e e eI e s a e AR e seie 56,600 36,400
B et s st e be s e se e are s e R e EaAT st et e perearenas s e Enaane s 58,400 37,200
S8 ettt b sarar e e er e ea e reseaaaaaeare frgevee 60,100 38,300
Y ettt e esatesne et se et s apeeae et s teaReR e tRE e R e o RO ts AL SR ens 61,900 39,400
B0 ..eeeecreeee ettt st aa e s sa b s bt e e neaerae e e rannens 63,800 ‘40,200
-3 P RSO U 66,000 41,400
B2 neeieetnrre e ra e ss e anerara tea s shs st e sas s e mem e e e rrararas 68,300 42,600
B3 e e st e e s s s e st et s ansen et s sneeie 70,300 43,800
B ..ottt e e er e s ar s aea e e se sh s s aet 72,700 45,000
65 OF MIOTL....ce ittt et e e sees s ansantrasnsassenaeree 19,200 46,500
and

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

“(S) Notwithstanding section 478(a), the Sccretary may, in licu of the
contribution from assets caloulnted under this subs;:ction, prescribe in regulation a conusbutivu
from the family’s assets based on an amount determined using factors such as the income of the
family.” and

19
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(4) in subsection (¢), by amending the table 10 read as follows:

20
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“Assessment From Adjusted Availablc Income (AAI)

If AAl s -- Then the assessment is—-

1255 ThAN -53,409 cveverrmreeereversessereeneeesereereeneenaeans -$750

=$3,409108 11,000 ...t e 22% of AAI

$11,00) t0 813,900 ..ccccnieriiirrreee s $2,420 + 25% of AAl over $11,000
$13,901 10 816,700 ....cceeeereerennns gerrersteneabenaeinaearene $3,145 + 29% of AAl over $13,900
$16,701 to0 $19,500 .................... igesees e stesenesaseen $3,957 + 34% of AAI over $16,700
319,501 10 $22,300 .........coorriiiiiniinece e $4,909 + 40% of AAI over $19,500

$22.301 OF INOTE «ovvverieeeeeenreresenresneeresereeesneneennne . 36,029 + 47% of AAI over $22,300

”»

REGULATIONS; UPDATED TABLES
SEC. 476. Secrion 478 of the Act s amcnded--
(1) in subsection (a)(l)—
(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
wserting in lieu thereof a semicolon and “or”; and
(C) by adding at the end thereof the following new subparagraph:
“(C) as otherwise provided in this part.”;
(2) in subsection (b), by striking out #1993-1994,", “sections 475(c)(4) and
4770)4).”, and “1992" and inseﬁﬁg in lieu thereof “1999.2000,", “sections 475(c)(1),
476(1»)_(4), und 477(b)(4).”, and “1998", respectively;

(3) in subsection (¢)--

21
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(A) in the matter preceding paragraph (1), by striking out “1993.1994,"
and ingerting in licu thorcof “1999-2000,;
(B) in paragraph (1), by striking out “1992" and inserting in lieu thereof
“1998"; and
(C) in paragraph (2), by sriking out “‘$30,000', ‘$105,000', and 1
‘$195,000™ and inserting in lieu thereof “*$36,000", ‘$123,500', and ‘$228,500™;
(4) in sudbsection (\d"), by striking out “19Y3-1994,” 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 licu 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 lieu thereof
*1999-2000,”; and
(7) in subsection (h), by suiking out “1993-1994,” and inserting in Lieu thereof

“1999-2000,”.

FINANCIAL AID ADMINISTRATOR DISCRETION
SEC. 477. Sooction 479A(a) of the Act is amended by strikiug vut “or (he values of the
data items required to calculate the expscted student or parent contribution (or both)” and
inserting in licu thercof a comma and “the values of the data items required to calculate the

22
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| o .
expected student or parent contribution (or both), or, in'extraordinary circumstances (as defined
: |
by the Secretary, notwithstanding seotion 478(a)), the amount of the expected famnily
I

contribution”.

|

|
DEFINITIONS
SEC. 478. Section 48R0 of the Act is amended-- '
(1) iu subscction Eu-‘)-- ' }

(A) in paragraph (1)--

(i) by insenting the subparagraph designation “(A)” immediately
| .

after the paragraph designation; !

(i) by striking out “precc?ding tax year™ and inscrting in lieu
thercof “base year (as determined by the Secretary unde!x subparagraph (B))"; and

(ifi) by adding at the end tfhereof the following new subpamgmph:

“(B)(i) The Secretary shall specifi:y the year thai shall be used as the base

year for purposes of subparagraph (A). If, after cnn:ultaztion with representatives of institutions
of highcr education, students, affeciad Slule ugencies, alllld other relevant parties, as determined
by the Secretary, the Secretary determines that a year oﬂ%er ﬁm the preceding tax year shall be
used as the base year, an institution of higher education ténay, withqut meeting the requirements
of individual special circumstances and documentation :In section 479A. use the income and
asset information of the gtudent (and the student’s pnrans, in the casc of a dependent studeut, 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 calcnilllaled using the base year specified by

|
23
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the Secretary.

“Gi) Notwithstoanding 3ec:j1.{0n 478(e), the Secrctary may specily
such adjustment factors as may be necessary to update biase year information to reflect changes in

the national cconomy.

“(iii) The Secretary shall ensure that any change in the base year
used for purposes of subparagraph (A) shall be implcme:nted at a ime and in a manner that

minimizes any possible dissuption to the student aid dclj:very process.”; and
| _

(B) in paragraph (2)-
(i) by stnkmg out "and nd portion” and inserting in lieu thereof
"no portion"; and |
(ii) by inscriing immediutely after “(42 U.S.C. 12571 g1 seq.),” ihc
following: "and no portion of any tax credit taken under section 25A of the Internal Revenue
Code of 1986,";
(2) in subsection (c)(1), by amending sut':)paragraph (A) 1o read as follows:
- “(4) has served more than 180 d;ifys on active duty in the United States
Army, Navy, Air Force, Marincs, or Coast Guard; und“;é
(3) in subsccﬁon (d)-- 1
| (A) by redesignating paragrapks (1), (2), (3), (4), (), (6), and (7 as
subparagrapbs (A), (B), (C), (D), (B), (F) and (G), respectively;
'(B) by inserting immedintely aﬁe; the subscction hecading the paragraph
designation “(1)" and
(C) by adding at the end thereof ihe following new paragraphs:

24
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!
“(2) A financial aid sdministrator raay make 2 documented determination that a

!
student who meets the definition of an independent studc%nt in paragraph (1) shuuld be considered

to be & dependent student due to unusual circumstances. |

“(3) The Secretary may take such steps, i!}acluding the jssuance of rcgula_tions
(notwithstanding section 478(a)), &s the Secretary détcm?incs necessary to protect against the
misuse of the authority under pm;ngraphs (I1XG) and (2).'%;

(4) in subsection fc). 'by amending paragiaph (4) to read as follows:

"(4) any .tax credit taken under section ZSiA of the Internal Revenue Code of
1986."; and :

(5) 1n subsection (§), by adding after paray_gzraph (3) the following new paragraph:

"(4) Notwithstanding paragraph (1), a mx%credit taken under scetion 25A of the

Inermad Revenue Code of 1986 shall not be wreated as esﬁmatcd financial assistance for purposes

of section 471(3).”.

REPEAL

SEC. 479. Soction 479 of the Act is repcaled. |
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draft 9/2/97 _
PART F--NEED ANALYSIS
Section-by-Section Analysis

Section 471. Section 471 of the bill would make conforming amendments to sections
47) and 473 of the Act that would eliminate references to the State Student Incentive Grant
(SSIG) program. Section 415(a) of the bill would repeal the SSIG program.

Section 472. Section 472 of the bill would eliminate paragraphs (5) and (10) fom the
definition of “cost of attendance” in section 472 of the Act. Section 472(5) of the Act limits the
costs that may he inclided for a gtudent engaged in a program of study by correspondence to
tuition and fees and, if required, baoks and supplies, travel, and room and board costs incurred
specifically in fulfilling a required period of residential raining.  Section 472(10) of the Act
prohibits the inclusion of equipment rental or purchase costs for a student receiving instruction
via telecommunications tecchnology. These distinctions between the allowable cost of
attendance for students in distance learning programs and students in morc traditional,
classroom-based programs of study are not justified, since students in both types of programs
huve room and board costs, and ofien have similar needs for equipment (such as personal
computers). Other changes penaining to distance learning programs are proposed in sections 4__
and4__ ofthe bi]l,

Section 473. Section 473 of the bill would amend the calculation of the expected family
conuibutivu (EFC) for a dependent student in section 475 of the Act. First, section 473(1)(A) of
the bill would amend section 475(c)(1)(A) of the Act to exclude the HOPE Scholarship and
Lifetime Leamning tax credits from the parents’ available incomc. This change, and related
changes proposed in sections 474, 475, and 476 of the bill to sections 476, 477, and 480 of the
Act, respectively, are intended to ensure that a student's future eligibility for Title IV assistance is
not affected by his or her family's use of the HOPE Scholarship or the Lifetime Learning tax .
credits, and that the family's available income is accurately rcflected by taking account of federal
taxes that would be owed if neither the HOPE Scholarship tax credit nor the Lifetime Learning
tax credit were availeble.

Sections 473(1)(B), (C), and (D), (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 (¢) of the Act,
respectively, for the computation of State and other tax allowances, the income protection
ellowanoe, the employment cxpense allowance, the adjusted nct worth of 4 business or farm, the
education savings and asset protection allowances for families and students, and the parent’s
assessment irom adjusted available income.

Sections 473(2)(A) and (D) of the bxll would amend scction 475(d) of the Act to
authorize the Scerctary to prescribe in regulatiou a coutribution 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. Simildr amendments are proposcd for scctions 475(h),
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476(c), 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 exclude the HOPE
Scholarship and Lifetime Learning tax credits from the dependent students” avsilable income,
and updale the numbers used in the employment expense allowance and the computation of State
and other tax allowance for the calculation of the dependent student’s contribution from income.

Section 473(5) of the bill would amend scetion 475(h) of the Act to peninil the Secretary
to prescribe in regulation a contribution from thg dependent students’ assets based on an amount -
determined using factors such as his or her income. This contribution would be in lieu of the
contribution from assets currently calculated imder saction 475(h) of the Act, which discourages
saving for postsecondary education. '

Finally, section 473(6) of the bill would make minor technical changes to section 475()
of the Act.

Section 474. Section 474 of the bill would amend the calculation of the EFC for an
indcpendent student without dependents (other than a spouse) in section 476 of the Act, in ways
similar to the changes proposed in section 473 of the bill to section 475 of the Act regarding the
calculation of the EFC for a dependent student: the HOPE Scholarship and Lifetime Learning tax
credits would be excluded from the indcpendent students' available incowme, Lhe numbers used in
the various allowances that are part of 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 currently calculated under 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 (JPA) for independent students without dependents
(other then a spouse) 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
nccd-based aid available tv low- and moderate-Income students in this cetegory.

Finally, section 474(1) of the bill would amend section 476(a) of the Act to include an
authority, comparahle ta thar found in section 475(i) of the Act for dependent students, to adjust
the EFC of an independent student without dependents (other than a spouse) for periods of
corollment of other than 9 months. A similar change s proposed in section 475 of the bill for
independent students with dependents other than a spouse. This amendment is consistent with
the purpose of the EFC calculation: to determine what a student and his or her family can
rearonably expect w contribute during the student's period of crwollment. If the period of
enrollment is other than the “wraditonal” 9 month period, the EFC should logically be adjusted as

well.

Section 475. Section 475 of the bill would amend the calculation of the EFC for an
independent student with dependents (other than 8 spouse) iu scution 477 of the Act, in ways

Z
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similar to the changes proposed in sections 473 and 474 of the bill to section 475 and 477 of the
Act, respectively: the HOPE Scholarship and Lifetime Leaming tax credits would be excluded
from the independent students’ available income, the numbe:s wsed in the various allowances
that are part of the EFC calculation would be updated, the Secretary would be permitted 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
currently calculated under section 477(c) of the Act, and an adjustment of the EFC for periods of
enrollment for othor than 9 months would be authurized.

Section 476. Section 476 of the bill would amend section 478 of the Act to update the
academic years referred 10 in thl§ section, include a reference to the income protection aliowance
table that would be added to section 476(b) of the Act by section 474 of the bill, and to broaden
the regulatory authority iu section 478(a)(1) of the Act 1o permit the Secretary to prescribe
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 update the tables used in part F
and propose modifications in the need analysis methodology via regulation. This limitcd _
exception would provide the Secretary with necessary flexibility 10 carry out specific provisions
of pantT.

Scetion 477. Section 477 of the bill would amend section 479A(a) of the Act to expand 2
financial aid administrator’s authority to use professional judgment to adjust the amount of the
EFC. Current law permits the use of professional judgment only to adjust the data elements used
in calculating the EFC, und can result in an unnecessary, awkward, and burdensome recalculation
of the EFC, when the adjustment could have been more appropriately and easily made by
adjusting the EFC itself. This amendment would permit a financial aid administrator to make
adjustments that more accurately reflect a student’s circumstances. To prcvent abuse of this
provision, this expanded authority could only be used in extraordinary circurnstances that would
Le defined by the Secretary in regulation.

Section 478. Section 478 of the bill would amend the definitions in section 480 of the
Act. First, scotion 178(1)(A) of the bill would amend scction 480(x)(1) of the Act 1o require the
Secretary to specify the year to be used as the base year for purposes of the definition of “total
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 hase year.)

Under the proposed amendinent, if the Scerclary determines, after consultation with
representatives of the higher education community, that & year other than the preceding tax year
should be used as the base year, an institution of higher education could adjust a student’s EFC,
as calculated using the hase year specified by the Secretary, by ueing the student’s incomc and
asset information from the preceding tax year (the base year under current law). This adjustment
could be mede without meeting the requircments 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 necessary adjustment factors to update base year
information to reflect changes in the national economy, and would cnsurc that any change in the
base year would be implemented in a way that minimizes any possible disruption to the student

2
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aid delivery process.

These changes would provide the Secretary with tho flexibility necded to 1educe
burden on applicants and institutions in the fiata collection and verification of information
processes. This flexibility would enable th¢ Secretary to receive aid applications for an award
year significantly carlier than January 1, asjunder current law, which wonld allow many schools
to inform students of their eligibility for cidl aid at the same time they do their admissions.
This change would be a major step toward ¢rcating a "virtual application,” which is a core

analyses indicate that the preceding t8x ye

(the current base year) is not the only reasonable

concept of the Project EASI (Easy Access %fr Students and Institutions) delivery system.  Data

indicator of EFC for a particular gcademic chonl year, and the proposed amendment contains

sefeguards that would permit the upda

Section 478(1)(B) of the bill would ame
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students are being treated as independent whio, in fact, remain dependent on their parents and
receive parental support, or who would be able to recolve parenial suppon in licu of Federal
student assistance.

Section 478(4) of the bill would amend section 480(e) of the Act by eliminating an owtdated
reference in-current paragraph (4) to payments made, and services provided, under part E of title
IV of the Social Security Act. Iu s place, a pew paragraph (4) would include the amount of a
HOPE Scholarship or Lifetime Leaming tax fredit in the definition of "excludable income.”
Section 478(5) of the bill would prevent the HOPE Scholarship and Lifetime Leamning tax credits
from substituting for other forms of student did by making clear that the amount of the credit is

not to be treated as "other financiel essistance.” These changes, and related changes proposed in
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sections 473, 474, and 475 of the bill to seqtions 475, 476. and 477 of the Act, respectively, are
intended to ensure that a student's future eligibility for Title [V assistance is not affected by his or
her family's uge of the HOPE Scholarship dr the Lifetime Learning tax credits.

Section 479. Section 477 of the bill would repeal section 479 of the Act, which currently
authorizes two simplifications of the applicption process, the Simplified Needs Test (SNT) and
the automatic zero EFC.. Under the SNT, applicants may qualify for a determination of need
using fewer data clements if the pareuts of u dependent student (or the student, in the case of an
independent student) have an income of not more than $50,000 and (1) werc non-tax-filers, (2)
filed @ 1040A or a 1040EZ income tax form, or (3) were eligible to file a 1040A or a 1040EZ.
Under section 47%(c)(1) of the Agt, a dependent student's family may qualify for an autowatic
zero EFC and a simplified application if they had parental income of less then $12,000 and (1)
were non-tax-filers, (2) filed a 1040A or & 1'04052,, or (3) were eligible to file a 1040A or a
1040EZ. An independent student with dependents other than a spouse may alsn gualify under
similar criteria in section 479(c)(2) of the AL

While the idea of providing significant gimplifications of the student aid application process
for those with less complex financial situations and, in the case of the automatic 2ero EFC, low
incomes, may appear advantageous, in practice, no real benefit has been provided to most
students that the simplifications were intended to assist. Many applicants and their families who
qualify for the SNT do not understand the ciurent tax fillng criteria, do not file the 1040A or
1040EZ, and do not know if they were eligible to file elther of those forms. The data elements
not required under the SNT have little or no|impact on these applicants' eligibility, while the
decision-meking and complex criteria of th SNT create a barrier to completing the application
form properly. In the case of the automauc ‘tcro EFC, the additional information must be
supplicd on the form if the applicant wants ™ epply for State aid, and thus no burden reduction is
provided by the automatic zero EFC, either. '




