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Presidant Clinton is now sending mmpmmg{kwﬁmwmgm;mmﬁm
service and student loan reform. Many of you have been hearing misleading reports of these

" proposals, put cut by organizations with 2 major financial sixkz 1 the stams guo. imwyea

today 1o clanify the stadent loan portion of this bill.

Ompmobjncﬁummpingthcmndwim sysiem is 1o serve students betier, A new
streamiined system will simplify the administrative wsks of educational institutions, make the

sysmmmm&zm&mmmam mmmm@lymmtphwmdlowcr
costs 10 taxpayess and students.

Mak= no mistake about four central principles of our pmpasal: L no N
* No school will be required 1o originate loans if it does not want 1o, RO S
+ 'The Department of Education will pay a fee for loan origination. ., <%t Y
*  Access 1o student loan capital will continne 10 be an entitlement -~ & LT
. ?mmmmwmmmmfumydxgxblcmdmtmmn& o

President Clinton 18 dacpiy commitiad 1o increasing educationsl oppornity by providing young
people with the chance t serve their country and their communities. In return for their
commitment, be intends to help them meet the costs of a college education or job training. The
National Servics program will provide educational benefits in return for sationsl servics performed
before, during and afier college. The Department of Education will implement 3 direct student
loan program that will provide all students with a range of flexible repayment options, including
income wmmgmt repayment. Under this program, students who choose to take low-paying
community service jobs, whether part of the national service program or not, will be able to repay
their loans as 2 small percentage of their income so that they will not be overburdened by debt.

The major savings from direct lending derives from using Federal borrowing {or student loans |

" rather than private capital guaraniesd by the Foderal government ond eliminating the profits in the

systemn, The cost estimates inchxde a sigmﬁcanz allowance for adminisirative costs 1o the
Deparment of Education and educational instinutions, EBgible schools will originate loans if they
chose w0 do 50, and they will receive a small fee from the Department of Education o belp cover
costs. Nonetheless, I understand that not every inlstitation’ will be:abls to originate loans, and some
will not want 10, In these casss, an alternative originator will be available at no cost to the
institution. We are confident tha 2 new sysiem will prove exsier to use, more efficient for
institutions and swudents, and much less costly than the current stodent Joan struchure,

Please take the time to read the enclosed background material, which addresses many of the |
specific issues raised by the opponesus of direct lending. 11 can be of furtber assistance, please
contact the Department at (B00)USA-LEARN,

We look forward w your support (}f this plan o serve smdcnts families, and schools ?actzc:
Sincerely yours,
Richard W, Riley

ADO MARYLARD AVE. B.9. WASHINGITON, D 20202-0106
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Direct Lending

Background Materisl for Educational institutions

Grextar Efficlancy snd

‘ﬁimpibiw

Major Reasons For Blmt Lending

Thcmmef?,&ﬁﬁmwgamum and
pumercus scrvicers and secoodary markets is erroc-prone, hard o
monitor, and cumbersome 1o bormowers and schools, Each of these
lenders and agencies has its own forms snd procedures, adding extra
work for borrowers and schools. Under direct lending, the process
would be greatly simplified and streunlined becanse stodents could

‘wrrange for all of their Federsl financial sssistance through their

schools. They would have only one apphcation form 10 1 out, and
thcymsxidnclonmbmonfmcd about who bolds their loan notss or

':_wbuzwmdmpaymmxs The school, in tm, would no longer have

. .

. »‘Iwwarkmthmt&mmcmmmcfmhmdgnmw

’ “:.gmc:cs. Foercxiz:i’pie. schools would 0o longer face cash flow delays

mebank«gzmtngmlppmm Educstional institutions

AR L et TEv

e E”&Lwoul sprovide, in essence, one-stop shopping for stdents, which
C e s ewpcmzzsaschool 10 offer betier and more comprehensive service.

- ?.')n

Cost Savings to Student

Borrowors

Fleadbia Rapayment Options

ook, ey L

: i?l&é%mwm will man'ne 10 heve access 10 2 much loan capital as they

have had in the past Direct Joan capital will not be limited by
congressional appropriations. This program will be an entitiement for
students, just like the gz:aranwcd student loan progmm. Funds will
flow promptly 1o schools, solely on the basis of borrowereligibility and
needs. Once the system is fully implemenied, & portion of the general

. cost savings from direct lenung will be ; asscdonwbommm;hc

farm of & eduction in the interest rales on mmm

All students who borrow money for school will have available a range
of flexible repayment options © suit their financial needs. Under these
pptions, any student who chooses 1o take s low-paying community

" ssrvice job, or any low-paying job, will not be overburdened with debt.

Students who choose the income contigent repayment plas will repay
their loans as 2 small percentage of their income, Other students will

" be able to choose a fixed, graduated, or extended repayment plan that
- fits thear needs, Eventually, we plan 1o make repsyment even easier by

the use of payroll withhoiding through the i2x system. Students in

1
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Mmmismm Capacity st
ﬁéucaﬂami Institutions

community service jobs funded by the national service program will

" receive an edocational beoefit of up o $6.300 for every year of service

tha: they perform, up 10 two years. They can use this benafit 1o pay off
imdcbtorwpaymum '

The expected savings from direct lending - estimated at roughly 54
billion from FY 1994 to 1998 — will grestly raduce the costs of studant
loans 1o taxpayers. The Congressionsl Budper Office, the Generst
Accounting Office, and the Deparument of Edacation agree that diser
lending could save $1 billion or more per year when fully implementad,

. Becavse of the government’ s relatively low cost of capital, the txpe ver's

cost of providing interest subsidies 1o borrowess would be substantially

reduced — by about 10 cents per dollar Joaned.

Responsss to Concerns Ralsed
. About Direct Lending

Dcspmthemymmmmmwwmcimg, some opposition
remaics,  This opposition. bas, naturally come from those who have
pmﬁwdmmﬁmﬁzmtgummdimmm Some of these
mmmm&mdmmwmmwmwm&tﬁ

‘zhem m!mmmsmm&

?55‘2:‘33”»& '3““ W‘J -

h&any cf you !nvc heard: t.b.at it mii be mm;&h&mﬁ and expeasive for
5Chools 18" p&b‘“ ‘inditecr-lefiding. This is simply not tie.
According 1o the wé:pmdcnt ‘Advisory Committze on Student Finan-
mmmmbmmmmtmmmubcm&caﬂy
reduced because schools will only have to deal with one central
application, one dishursement processing sysiemn, and electronic com-
munication with one servicer. The new acuvity that direct iending
requires is origination. While no school will be required o originaw
loans, those schools that choose o originaie must perform two new

. fanctions® I’} ensure that students sign the proinissory iote 10 repay the
" Joan snd mail it to the servicer, and 2) afizr making the loan, reconcilke

with the servicer that all the money and docwroentation is sccountad
for. The Departmoent of Education will provide software to accomplish

© both of these wsks. The software, 2s well as training 1 use it, will be

available to instirgtions fres of charge,

Most schools already hm: the techinology snd experience nesdad

- panticipate in direct lending as loan originators. If your institution

originates loans in the Perians Loan program, it has the capacity ©
originaa [oans for direct lending. Toensure thatinstitutions do not face
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Administrative Capacity at

Department of Educa-

any addiional costs, the Deparwnent of Education will pay them 2
small fee @ help cover the costs of origination. Those schools that
cannot or do not wish to originaie kosns will not be obligaed 10 do so.
The Department will pey an aliemative originaoe o performs this task
for these schools. Furthermore, educstional institotions will not b
expecied W service or collect the loans (except for the roatine tracking
of student sams which schools siready do). The Depwronent will
mmwnhzmh&amzmwmzfmmgmd
coliestion of direct loans.

There is 06 question that the Deparunent mast strengthen its monitar-
ing and review functions, but we must 80 30 regardiess of whether the
currsnt program continucs or we move 0 direct Jending  Loan
servicing will be dooe by a small sumber of carefully selected and
closely moaitored Sontraciors, mmm;mmama
fewer adminismtive participants and thus would be exsier for the
Department to monitor, We have made significant progress in some
areas, including improved management and computer rystems. The
Department's delivery of direct loan funds will include many of the -
weil-lested, successful, and increasingly anwomaed data snd financial

. systems now used for Pell Grants snd campus-based Fedend smdent

3id programs, Tamhzghqn&q.mmmuwmhngm
redesigning peogram integrity, and; mamwmg efforis w focus on

performance outcomes. . This will lead wwmmtyxnd

cfﬁmmy -'«.x‘*”““"“*’“q’

f:”mwing Students szdng tha
Transition

ey YR iwm"iw“ . .
Bmh éunng and’ aﬁcrmc mmmz w mdez;: Ioazzs. maintining the
svnilability of Joans 10 smdcnm srnII be' our number one pnonty Fora
long time, kenders have miintined the status quo by using threats of
pulling out and disrupting the flow of loans to students, The Depart-
ment is aware of the challenges in moving 10 2 new system and we are
working 10 ensure 8 smooth transition. The legisiation will provide the
Department with suthority o move quickly if capital shortages ccour,

s
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'PUBLIC LAW 103-66—AUG. 10, 1993 ,

Public Law 103-66 i B .
103d Congress ¢ BRI
An Act
Aui{ 10,1993 1993 Te pm.vide for reconciliation pursuant to section 7 of the concurrent resslution
. TTHR 2564] on the budget lor fiscal year 1594.
Be it enacted by the Senate and House of Representatives of
Omnibt:!s! Budget ' the United States of America in Congress nssembled,
Raconcilintion
it of 1993, SECTION i. SHORT TITLE.

This Act may be cited as the “Omnibus Budgot Reconeilintion
Act of 1983",

SEC. 2. TABLE OF CONTENTS.
The table of cantents iz a5 follows:
TITLE I~-AGRICULTURE AND RELATED PROVISIONS
TITLE 1.-.ARMED EERVICES PROVISIONS
TITLE HI—BANKING AND HOUSING PROVISIONS
TITLE IW—STUNENT LAANS AND ERISA PROVISIONS
TITLE Ve FRANEPORTATION AND PUBLIC WORKS PROVISIONS

TITLE ¥i--COMMUNICATIONS LICENSING AND SPECTRUM ALLOCATION
FROVISIONS

TITLE VI NUCLEAR REGULATORY COMMISSION PROVISIONS
TITLE VIi—PATENT AND TRADEMARK OFFICE PROVISIONS
TITLE [X--MERCHANT MARINE PROVISIONS )
TITLE X~NATURAL RESOURCES PROVISIONS | . -
TEFLE X1--CIVIL SERVICE AND FOST OFFICE PROVISIGNS |
TITLE Kil-VETERANS AFFAIRE PROVISIONS N

CPITLE XULHEVENUE, HEAUTH CARE, HUMAN RESOURCES, INCOME S8
! CURITY, CUETOME aNh TRADE ?!i{??}Si{)i\fS, POOL BTamMP PROGHEAM,
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AND TIMBER SALE PROVISIONS . B,
TITLE XV BUDGET W?RQWSIQRSg . é .
Booa R
Agricaitursl 13- A DI
Riniion PRATRT o
At of 1988 @4y ow
BEC, 1005 BRORT TITIRG SA " ;, 5
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PUBLIC LAW 103.-68--ALIG, 10, 1883 Wy VS'I"&'{‘Z 218
{hy 'TARLE OF Conrrnra--The table of contents of this title

g Wrogram.
i HAnaeil "W
1108, Penout g

FEERTTLRELY

§

1300, Acrenge reductionYaxpuirements,
1302, Market promotion drogrs

¥

£ ¥

1401, Admission, sntrance, abyl recreation foes.
14602, Environmentsl conssrvaijon nmqo ressrve progrun amendments,
1403, Federnd erop insuranoe.

Subtitle .&—-—CO mmodity Programs

S0, 1101, UPLANT COTTON PROCEAY !
{8} In GeNERALSection 1038 %f the Agricultural Ast of 1949

7 3.8.0. 1444~2) ip pmended— .

{1} in the section heading, by‘gtriking “1998" and inserting

“ramrr”;
{2) in pubsections (aX1), (L)1) \eXIXA), {(eXIXBXi), and
% eppears and inserting

ég g siriking "1995™ each place
(3) in subpamgra hs (BXG), (DXD, {Xi), nnd (FXi) of sub-
place it appears snd

£%

section {aX8), by striking “1996” each
ingerting *1DG8™

{4) in pubsection {cX1XD)
(A} in the subparagraph heading, Ry striking “50/92
PROGRAM” and ingerting "50/85 FROGRAM™
(B} by inserting &ﬁer “8 percent” both Waces it Appesrs
4 the following: “for each of the 1991 throdgh 1993 crops,
ie and 15 percent for each of the 1994 throudh 1997 erops
£ {except as provided in clause (v)XII),™; and
* {C}in clause (v)}—
i {i} by siriking “{v) PREVENTED PLANTING—If" and
i inserting the following:

*{v} PREVENTED PLANTING ANG REDUCED W
{1} 1981 THROUGH 1993 CROPS.—In 13
of each of the 1991 through 1993 cropa of 2
coiton, if; and
{i} by add:ng at the end the Illowing
subclause: A
{11 1894 rurouGH 1997 CROPS.—In the calg
of each of the 1884 through 1887 crope of uplund

by
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107 STAT. $40 PUBLIC LAW 163-66—AUG. 10, 1993 PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 341
. . Stipdent Lasun-

12 USC 1709 08, MUTUAL BORTGAGE INSURANCE FUND PREMIUMS. Subtitle A~Direct Student Loan

nole.

To 1f
Instirence Fa ndey the Nitenal Housir
of Housing end Urkgn Development shall mwrease the rate nt
which the Secretary eaPne, the’single premivm payment collected
at the time of insurance o™ gage that is an obligation of
such Fund (with respect to the Twe in effect on the dote of the
enschiment of this Ari). In establishifPwguch increased rate, the
Secratary shall consider any current andiiNEgdings and reserve
analyses and information regarding the expected™nwgrage duration
of murtgages that are obligations of such Pund and ey §
any :‘)ther information thal the Secretery delermines to B appro-
e

TITLE TV--STUDENT LOAN AND ERISA
' PROVISIONS

BEC, 4001, TABLE OF CONTENTS.

Act, the Becrefary

ppve the actuarial soundness of the Mutual Mortgage\

Provisions

BEC, 4011, $HORT TITLE; REFERENCES,

¢a} Suowr Trrie.—This subtitle may be cited ns the *“Student ?;ifm” 1003

Loas Rafurm Act of 18537,

i} REFERENCES —Reforences in this subtitls and subtities B
and C to “the Act” are references to the Higher Ednentinn Act
of 1863 (20 11.8.C. 1001 et zeq.).

CHAPIER 1~-FEDERAL DIRECT mam LOAN
PROGRAM

B 4023, FEDERAL DIRECT STUDENT LOAN PROGERAM.

Part D of fithe IV {20 U S.C. 10878} is amendad o read ss .
follows:

*PART D---FEDERAL DIRECT STUDENT L.OAN |

Reform Act of
j§ii 8

T et

et

The table of contents for thia titla is as follows: PROGRAM “ :

. 5

TITLE V- STUDENT LOAN AND ERISA PROVISIONS "SEC. 461 PROGRAM AUFHORITY. : 2 USC 108%. ;

Bec. 4001, Tuble of contunts. . . : | . %

j ) . Thare sre hereby made svailable, in accordance with the provi- ;

Bubtitle A-Direct Bindent Loan Provislens sions of this part, vuch suma 83 may be necessary 1o make Joany A

Bec. 4011, Bhert title: referencen, o all eligible studc:m?t {undttha ehigible parenlle_; lt_:lf such students) 4

in attendance ay participating institutions of higher education R

CraprEn 1-~Fronaal Drapir STUBENT LOAN PROGRAM gelected by the Secretary, to enable such students to pursue their 4

Sec. 4021. Federal direct student lony program. jmfmalogshédy h&} sueh ﬁni;ltmztwns cll)uring the period beginning £

X S uly 1, 1994, Such Joans aha made by participating institulions, 4

CHAPTER mem AMENDWENTS 10 THE HIGHER EDUCATION ACT OF 1965 or consa riia thereof, that have agrecments with the Secretary to g}

Sec. 4041. Preserving kuan acress. ] : originate loans, or by alternative originators designated by the {

Ss:' :gi‘g ‘,l{m"glffn’:"y resrves. voes Secretary to make loans for atudents in atlendance at participating

Sec. 4044, Asaigarent of loans. IR ingtitutions (and their parenis), :

Sec, 4045. Tarminalion of guaranty agency sgresments; assumplion of guaranty SHEC, 453, PUNDS FOR ORIGINATION OF DIRECT STUDENT LOANS, 20 USC 10T,
ageny functions by the LELY . - .

Sec. 4046, Consolidation lokos.
Sec. 4047, Consolidation of progesms.

Subtitls BuwAdditionsl Sevings frov the Studers Losn Programe '
Bac, 4101, Redurtivn of borriwer interess rates. -
Sec. 4302, Redusiion in laan fraw paid by studenta.

Bee, £103. Loan faes frow lendors, T
Sac, 4104, Cifaet fee. e

"(ay In GENERAL~The Secretary shall provide, on the basia
of the need and the eligibility of students at each imr’dcipaiing
institution, and parents of such siudents, for such loans, funds
for student and parent Joans under this parto.

“1) dirpetly to an institution of higher education that has
an sgresment with ihe Brerstary under seclion 454(a) to partici-
pate in the direct student losn mﬁms under this part and
that also has an agreement with the Secretary under section

s

See. 4306, Elmination of tax exempt Hoar,

i L

Sec. 4308, Reduetion in intareat vais for connofidution Joane; rebate foe. = | 454(b) o originate lenns under this part; or .

See, €107, Reinsurance foes wid sdroinistrative soet atiowancs, * 5, 77 : {2} through an sllernative ariginator designated by the

Sec, $108, Hisk sharing. M i : Becretary to students {and parents of students) sitending

See. €109, Plus lons dishurmements. Ctafmdel. | . institutions of bigher education that have ap agreement with

Sec. 4110, Secretary’s squitable share, 3T T3 -+ the szar;g under section 484{a} but that do not have an
Sec. 4111, Raduction in the spacial sllowanoe payment. RO 'a;i:reemni with the Secretnry under saction 454(}. y
Sec, 4132 Supplementis! preciaime assistanion 5‘ f5i B0 70 (b PErs FoR QRIGINATION SERVICES !
. Subtitis GoCont Shoaring by Stases yEEREE aP RS < (1) FEES FOR INSTITUTIONS - The Secretary shall pay fees ;

Sec, 4201, Cout sharing by States Yoeiteh L L io institutions of higher education (or a censortium of such

+ 4201, Cout sharing g SRR R 3 v i institutions) with agreements under section 454(b), in an
Subiitie D—Glruup Fandth Plans 08 T fF . %, amount sstablished by the Secretary, to assist in meeting the :
Ber, £301. Standards for gromp headth phan toversge. ., L+t oo, & costa of loan origination. Such feenw. H
. Vop e T 5
» ! r: ' L
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107 8STAT. 342 PUBLIC LAW 103-66—AUG. 10, 1933 3 gl E B LA 10560 0. 1o .m? .

e

*(Ar shall bo paid by the Becretary based on’all the
iopng made wader this part to a particular borrower in’
the same ocademic yenr; . )

(B} shell be subject to a aliiiinrg.’m:lzle that decreanses
the per borrowar amouit of such Hes as the number of
bOrToOweTS IDCrEREes) At T '

CKL) for scadersiy yesr 1904-1995, shall not exceed
& program-wide averape of $10 per barrewer for all the
loans mnde nnder this pert to such borrower in the same
scademic year; nnd

*ii) for succeeding acadmmnic years, shall not exceed
such average fae an thu Secretury shalt esiablish parsusnt
to regulations. : ] ;
“(2) FEES FOR ALTERNATIVE CRIGINATORS--The Secretary

shall pay fees for loan origination services o alternative origs*

" nators of leane made under'this part in an amount established

by the Secretary in accordange with the terms of the coniract:
described in section 486(b} between the Becretery asd-each
such alternative originater. SRR

“{2] MO ENTITLEMENT TO PantiCipATE OR ORIGINATE.—Na

natitution of higher educaiion shall have a righd te participate
in the programs suthorized by this parl, lo eriginate loans, or
fo perform any program fanclion under this purt. Nothing in this
subsection shell be construed 8o ag fo limil the entitiement of
an elipible student atfending a pariicipaling inslitetion (or the
eligible parent of such student) to borrow under this part.

*(d) DELIVERY oF LoaN Funpg.—Loan funds shell be paid end

delivered te an institstion by the Becrelary prior to the beginning

of the payment period estabdighed by the Decretary

i n manner

that is consistent with payment and delivery of baste grants under
subpart 1 of part A of this title.

26 USC 1u8Te.

Cantracia,

“SEC. 488 SRLECTION OF INSTITUTIONS FOR PARTICIPATIONR AND

ORIGINATION,

“{n) PHASE-IN OF PROGRAM -~

*{1) GENERAL AUTHORITY.-The Becretary shall enter inte
agreements pursuant to section 484{a} with ingtitutions ef
higher edueation to participate in the divest student lean pro-
gram under this part, and apreements pursnant 1o section
454(b) with instilutions of higher educativn, or “ddusortia
thereof, to originaie loans in such program, fby scademic vears
beginning on or after Judy I, 1884, Alternative origination
services, through which an entity othey then the participating
fnstifuting st which the student is in altendance ei‘éézgates
the loan, shall be provided by the Secrelary, through - or
more fontracis under sectinn 456(h} or such ndhar wmewns as
ihe Becretury may provide, for stndents atiending participating”
institutions that do nel originale direel student lvans under,
thia part. Buch agresments for the scademie yesr 19841085
shall, to the exient feasible, be entored into not later than.
January 1, 1884, .
T METRANSITION rrOVISIONS i order 1o mosure an expedi.®
“ious but orderly transition from the lonn progrems under:
“part B of this title to the direct student loawn program under .

thiw part, the Secretary shall, in the exercige of the Sacrétarya

discretion, determine the number of institutions with whichi
thie Secretary shall enter into agreements under stbsections.

a:“\gx«fa:%? ..
LT
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A {n) and {b) of section 454 for any scademic year, except that

the Secretary shall exercizse such diseretion so as to achieve

the following goale; _ '

- “A) for ncademic year 1994-1898, loans made under
this part shall represent § percent of the new student
loan volume for such year;

(1) for academic year 1995-1996, loaris mnade under
thig part shall represent 40 pereent of the new atudent
loan volume for guch year,

() for scademic years 1898-1997 and 1807.1948,
loans made under this ?art shail represent B0 percent
of the new studant loan volome for suéh vears, and

“D} for the academic year that beging in fssl year
1948, loans made under this part shall represent 60 parcent
of the new student loan volume for such year, .

“3; BxCeprioN.The Secrelary may exceed the poreen

deseribed in subparngraphs (C) or {D) of paeagraph €O
if the Secretnyy delermines that a higher percaniage is war
ranted by the number of institotions of higher education that
sesire to participate in the program under this part and thet
meet the eligibibity requirements for such participation.

43 New STUDENT LOAN vOLUME.—¥For the purpose of this
subsection, the lorm ‘new student Joan volume’ means the
eatimaiod som of all lvans (other than eonsclidation lounal
thet will be made, insured or guaranteed under this part and
part B in the year for which the determination is mnde. The
gumtary ahall base the estimate described in the preceding
sentence on the most recent program data available,

“(b) BELECTION CRITERIA, — .

(1) APPLICATION -fach institution of higher education
deniring to participate in the direct student loan program under
this part sﬁall submit an spplieation satisfactory to the Sec
retary containing such information and assurances ns the See.
telary may require. .

“(2) SELECTION PROCEDURE.—The Secretary shall zelect
institutions for participation in the direct student Ioan progesss
under this pari, and shall enter indo agreements with sush
instiutions under section 454¢a), from among those inatitutions
that submit the spplications described in pamg;g}gx {13, and
meat such pihor eligibility requirements as the tary shall
prescribe, by, to the extent possible—

“AXi} velepurizing such instiiutions asccording le
antivinated lonn yolome, length of academic program, oune
frol of the instifution, highset degree offered, size ol student
enrollment, gesgraphic localion, annual loan velume, and
defaull eaparience; und ’

*ii} begianing in resdemic year 19951896 selacting
institutions that pee reasonably representative of sach of
the categones described purwaant o clanse (i); and

“B) if the Secretary determines it necessary Lo carry
out the purposes of this part, selecting mdditional institu-
tions, .

“(¢) SELRCTION CRITERLA FOR ORIGINATION. —

1) IN GENERAL.-The Secretary may enter into a supple.
mental agreement with an institution (or 2 consortium of such
institutions) that— .

“CA) has an agreement undeyr subsection 454(a);

L]
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A 107 STAT. 345

' ot EEE T PUBLIC LAW 103-66—AUG. 10, 1995
167 STAT. 344 PUBLIC LAW 103-66—AUG. 10,1993 0 =5 * | ; UBLI 03-66—AUG. 10, 1993 ,
“(B} desives o originate loans under this (;1-:' and i "SEC.454 AGREEMENTS WiTH INSTITUTIONS. 26 USC 10874, "
{9 st rgnie oo e, 0 prtani o o A g st v ny
(2} TRANSITION SELECTION CRITERIA~For academic: Year 7  joiy aonram o oder (e oare oz parsicipation in the direct student o
19841998, the Secretary may spprove an institutionite é};igi« . foon program under ihis part shall- : o
+ ¥ 0 €] {1} provide for the establishment gnd msainlenance of a it

nate Inans only if such inslitation-—

“A) made loans under parl E of this tille in 3&&&&{:;‘;: '

year 19031804 and did oot exceed the applicable maxi- . “(A} identify eligible students who seek student finan- i
mum default rate under section 462() for the most recent cial gssistance at such inslitution in accordance with sec-
fiscal yeur for which data are svailable; L tion 484;

B} in nod pn the relmbursement systers of pryment
for any of the programs under subpart 1 or 3 of "part
A, part ©, or part B of this title;

MY oot overdue on program o foancial reports
or musdits required under Tois title; !

I35 35 pot suliect 15 an exergelioy action, or & Hmita
tion, suspension, o7 lerination under section 428(hX1XT),
432(h}, or 487(c) ; .

“¥3in the opinion of the Secretary, has not hud sipnifi.
cant deficiencies identified by & Blate posteecondery review

" entity under subpart 1 of part H of this title;
*(P} in the epinion & the Secretary, has not had savers

performance deliciencies for any of the progromy under

this e, including such deficencien demonsiroted by

andity or program reviews submitted or conducted- during
the b celendar years immedistely preceding the' dote of
applicetian; oAt

“G) provides an assurance that such institetion hag

ao delinguent sulstanding debls 1o the Federal Govern.’

ment, unjess such debls are being repaid under or in

. direct student loan program a8t the institulion under which
.. the institution will—

"B} estimate the need of cach such student as required
by part F of this title for an academic year, except that,
. any loan obloined by a student under this parl with the
. same terme 88 loans made under section 428H (except
az otherwlse previded in this pari), or a loan obtained
by a parent under this part with the same terms as loans
made under section 428 (except as otherwise provided
in this part), or oblained under any State sponsored or
rivaie lnan program, may be used to offset the expected
amily contribution of the sludent for that yvear:

"C) provide a statement that certifies the eligibility
of any student to receive a lvan under this part that is
net in cxeess of the snnual or aggregate limit applicable
to such loan, except that the institution may, in exceptional
circumstances identified by the Secretary, refuse to certify
a statement that permils s student to receive n loan under
this part, or certify a loan amount that is less than the
student's determinstion of need (as determined under part
F of thig title), if the reason for such action is documented
and provided in written form to such student;

T M) set forth 8 schedule for disbursement of the pro-

[V S S SOPUY I,
T LTI

—

b e g i W e mnm

ey

sceordance with a repayment syrangement satisfuctory to ceeds of the loan in ingtallments, censistent with the 3
the Federal Government, or the Secretary in the Secretary’s requirements of section 428G; and %
discretion determines that the existence or amount of such “CE) provide timely and accurale information— i
%zi&ts ]ims not bee; finally determined by the cognizant ) d“(i}{:onmmﬁng t}ls)té ﬁt{;tl_,us of studg::t borrowers (and ;
erel agency; an students on whose all purents barrew undeyr this i
“(H} meels such ovther critenia an the Seoretary may part) while such atudents sre in attendance at the i
establish to protect the financial interest of the United | nstitution and concerning any new information of 5
Siates snd to promota the purpaeses of this part. : which the institulion becomes aware for such studenis :
Federal “{3) REGULATIONS GOVERNING APPROVAL AFTER TRANSL for their pavents) after such borrowers leave the
m{% TION.—For academic year 1995-1996 and subsequent ncademic institution, to the Secretary for the servicing and
" years, the Secretary shall promulgate and publish in the Fed- collecting of louns made under this part; and
' eral Register regulations governing the npproval of institutions |. . i) 1f the fnstitution does not have an agreement
to originate loans under this part in accordance with section ! with the Secretary under subsection (b}, cvoncerning L
457(ax2). ! student eligibility and need, 2s detarmined under guh. A
“(d} ELICIDLE INSTITUTIONS.~The Scerctary may not selest an par "W"F’i}“’ (A) and (B). o the Secrelary as needed it
institution of higher education for partitipation under thin section d‘“" t";“" admmat;\;q angm;%wn of lonng to eilg;lbk atu- i
unless such institution is an eligible institution under section 435(a). wyayy SCDLS AR pATENLS In Accordance with this part: .
8 1 1 {2) provide assurances that the institution will comply i
(e} COMZORTIA.—Subject to such requirements as the Secratary with veseirements satablished by the Secrsks lating b st ¥
may prescribe, eligible institutions of higher eduestion (ny deters dent 30?&:& information sith mgy aek 6o loam Y rga 1:2% ?;:*“ ¢
mined ‘m}der su}?section (d)} with agreements under section 454n) | part.; 4 5 made under this :
may apply to the Secretary as consoriia to originate loana inder | “ : $pamt Su b T y
this part for atudenis in atlendance at such institutions,iKach i f;nmi?iﬁiﬁgzﬁf;?&gﬁgg %;t,;‘&z; éﬁfﬁfé‘“ “f %ﬁ:ﬁ !ilgyff;ﬁ 4
such institution shall be required fo meet the requirements of tiong purauant to the agreemant, :
subsection (¢} with respect to loan origination. “(4) provide that students at the institution and their par- 3;
\ enls (with respect (0 such students) will be eligible o partici. i
' ; N
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PUBLIC LAW 103-86--AUGC, 10, 1993

pate in the programs under part B of this title at the discretion
of the Secretary for the peried during which such institution
participates o the direct student lan prograwmyunder thi
part, excopt that & student or parest may not rective loans
under both (his part and part H for the same period of enroll.
ment; ST )
“(5) provide for the implermentation of & qualily assurance
system, a9 extablished by the Seeretury and developed in. con
sultation with institulions of higher education, 10 erislre tha
the institution is complying with program reguirelnents, mnd
meeiing program ohiectives; RO
63 provide thai ihe inghitation will not charge any fogs
of any kind, however deseribed, 1o student or pareni borrawers
for origination activities or the provision of any infortiatieg
necessary for s studeni or parent 0 receive a”loan yader
this part, of any beneofits assecinted with such lodn) and Wil
{7} include such other provisions os the Secrelary deter
mines are necessary o profect he inderests of lhe, United
Bistes and to promuote the purposes of Lhis part, S

“{b) ORICINATION.—An agreement with any institation of higher

education, or consortia thereof, for the origmation of loans under
this part shali— .

{ v

1) supplement the Agresment ellered into in necordance
with subsection {a}); .

“23 include provisiops established by the Sevretary that
are gimilar to the particigatian agreement provisions deseribed
in paragraphs (1XEXii), (2}, (3}, (43, {5), (6), and (7} of subsection
{n}, s mudiified o relate .to the origination of loans by the
institution or consortinm:®, .

3) pravide Lhat the institution or conzortiom will oriﬁmatz
loans mdal.‘giblu siudents’and parents in accordance with this
art; an . “ b
v *(4) provide that the nole or evidence of obligation on
thi laan shall be the property of the Seeretary. .
“(¢) WITHDRAWAL AND TERMINATION PROCEDURES.-—The Sco

retary shall establish procedures by which institutions or consortis
may withdraw or bhe terminated from the program uader thig parl

”‘SEC. 458, TERMS AND {ONDITIONS OF LOANS.

“*“{a) IN GENERAL.— -

(1) PARALLEL TERMS, COMDITIONS, BENEFITS, AN
AMOUNTS ~-1nless otherwise specified in this pari, lvens made
to boerrowers under this part shall have the same termes, condd
tiony, and benefils, and be avallable in the same amounis
as Inany mado fo borrowers under sections 428, 4%8RB, and
4281 of thia title.

(27 ThsunaTION OF 1L0ANS—Loans made io borrowen
under this pert thot, except os otherwise specified in (hi
part, have the same ferms, conditions, and benefits as laaw
matde o borrowers uader—

“AY section 428 ghall be known as ‘Federsl Dired

Stafford Loans' ¢

1) auntion 428R shall be known as Federsl Dired

PLUS Loans”, and ..

{0 section 4281 shall be known as ‘Faders] Dirgd

Linsubsidized Stalford Loans’ _

“Cb) INTEREST RATE — -

®

PUBLIC LAW 103-66—A UG, 10, 1993

"1} RATES FOR FDSL, AND FDUSL--For Fadern! 1 -
ford loans and Federal Direat Uneubsidized Swifniﬁ%ﬁ@i
for which the first disbureement is made on e after Jul
1, 1954, the applicable rate of intermst shall, during any 1%
munth peried beginning on July 1 and ending on Juns 80
be delermined on the preceding June 1 and el ton
o “{A} the boud equivalent rate of $1-day Treesury bills

, ductioned at the final auction held prior W such June

Tinaa. 2 }; }}2‘}3
~p o “(B)8.1 percent,
excepl that such rate shall not exceed 8.25 percent,

. w2} IN SCHOOL AND GRACE PERIOD RULES-{A) Noutwith.
standing the provisions of parsgraph (13, but subject Lo para-
graph (8), with respect o any Federal DMrect Staffard Loan

T oar l“migzrai Direct Unsubsidized Stafford Losn for which the
" first dishursement is made on or

. after July 1, 18
ap;ﬁ.luzb}ti };ate ofinterfhst for interest which acc;}:ws— %6, the
© . _“ii) prior o the beginning of the ; i
gfih;;{};;ag; or i g repayment pariod
. i) during the period in which principal need
ge paid (wi;etger ng’_notdsuciz ;:rincipgl s {i'.n faed, pa?gg
y reason of a provision described ti
hal;::r e, in section 42B(bXIXM}
% not exceed the rate determined under subparagraph (B
. (%) For the purpose of subparagraph (A), tphta rﬂep&ahzi
e unider this subparagraph shall, during any 1%anonth
period beginning et July 1 and ending on June 30, be detey.
miaed an the preceding June 1 and be equal {0~
“(i} the bond equivalent rate of 91-day Treasury bills
auctioned ai the final suction prior to such June 1; plug
“(ii} 2.8 percent, ]
exee (l.;;hoat such rate shall not exceed 8.25 percent.
3) QUT-YEAR RULE.—Netwithstanding para ha {1} and
{23, for Federal Direct Staiford Loans agd edgraiffgirélét
Unanbsnghwd Stalford Loans made on or afler July 1, 1998
t.lmvapghmble rate of interest shall, during any 12-menth penué
beginning on July 1 and ending on June 30, be etormined
on the preceding June | and be equal to—
m’”‘%)giha batad'teqnimienél raga of the security with a
parable matarily a9 esiablished by the Secrets
“CHY 1.0 pereent, 4 Tetary; plus

. except thet such rate shall not exceed .95 percent.

(4) RATES POR FDPLUS-A} For Federal Dirsc $134
Loansg for whish the first dishursement is made on irpgi}es:
‘}iﬁy 1, 1994, ihe appheable rate of intarest shall, during any
iZamonth period heginning on July 1 and ending on June
360, be determined on the preceding June 1 and be equal to—

"1} the bond equivalent rate of 52-week Treasury bills
auctioned at fnal auction held prior to such June I plus

b that soeh e el perce. ’
sxceps thal such rade shail not exeend 8 310

?(}&} For Federal Direct PLUS loons made on or afler July

i, 1998, the plizable vote of interest shall, during any 12-
mwnth period nning on July 1 and ending un June 30,
he determined on the preceding June 1 end ghe eqizal fo—
“(i} the bond equivelent rate of the security with &
tomparable malurity a9 established by the Secrefary: plus

107 BTAT. 347
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PUBLIC LAW 103-68--AUG. 10, 1993

“(ii) 2.1 parcent,
except that such rate shall not exceed 9 percent. )

TUUE) PUBLIATION ~—The Recrstary shell determine the
applicable rates of interest under this subsection after consulta-
tion with the Secretary of the Tressury and shall poblish such
rate in the Federal Register g #oon sy practicable afler the

. data of determination,

W
a k

of the principal amount of Toan.

*{c} LOAN FEg-The Secretary shall churge the borrower of

san made under thiz part an erigination fee of 4.0 p:‘zmm;_*

I R

i} REFAYMENT PLANS

%1} DESIGN AND SELECTION-Consistent  with™ criteris

established by the Secrotery, the Secretary shall offeria borg
rowsr of p lonn muade uesder this part s verlety ofpldns for’
repayment of [ RhieaL on,
the lonn. The borrower shall be entitled lo aveelorate, without
penzally, repayment on the borrower's loans nn&ezﬁg{;‘ég,iw@f
The borrower may cthons o PRSP
“A} a standard re s t
repayment smount paid over a fixed period of time, consist:

ent with subsection (X1} of this sectiony ot

oow

“B} an extended repayment plan, with & fixed Bafial!
cF pver an extended peplod of timel
axcept that the borrower shall snouslly repay p'minimum |

repayment amount pal

yient pian, with, 3:: s fiﬁéé&ii 'gfifiimi N

i

such loan, inciuding principal and interest on -

i
H

s

i
i
b
)

]
1
1
1
1

amount determined by the Secretary in accordance with

section 428bY1xL}, . Ol

“C) & graduated repayment Plan, with snnual ropay-
ment amounts established at 2 or mere graduated, levels
and paid over a Bxed or extended pariod of time, excopl
that the borrower's schBeduwbed paymenis shall not be less
than 50 percent, nor siore than 10 percent, of what the
gmorlized payment of the mmount owed would be if the
lonn were repaid undéy the standard repayment plan; and

“(D) an mcome cotingent repayment plan, with vary-
ing annual repayment amounis based on the income of

the borrower, paid over an extended peried of time pre-
geribed by the Secretery, not to uxceed 26 years, except |

that the plan deserified in this

be available io the borrower of 2

loan. .

“2) SELECTION BY SECRETARY.~-If a borrower of a loan
made under this part docs not seleck a repayment plan
deseribed in paragraph (13, the Seeretary may grwx:%c the bor-
rower with a repayment plan deseribed in subparagraph (&)
{B), or () of paragraph {1}

*(3) CHANGES 1N SELECTIONS.~The horrower of & Ioan made
under thia part may change the borrower's selection of a repay
mant plan under
of a p?ﬁ!‘t for the borrower under paragraph (2], as the cone
may be, under such terms and condilions as may be established

subparagraph shall not
ngerg{ ireet "PLUS

by the Secretary.

(4] ALTERNATIVE REPAYMENT PLANS-—The Secrolary may
provide, on £ case by cese hasis, an aliernalive reiaymmi
plan 1 8 borrower of 8 loan made under this part who denv
onstrates to the satisfaction of the Seoveta

ragraph (1), or the Sccreiary’s selection

that the lerms

-

and conditions of {he repayment plans aveilable under peree.

graph {1} are nol sdequate o accommodate the burrowsrs

[P,

PUBLIC LAW 10366 ALK, 16, 1593

exceptionsl circumstances. in designing seeh alternative repay-
ment plans, the Secretary shall essure thed such plans do
not exenad the ot fa the Fedarsd Government, as delermined
un the besis of the present value of future payments by such
berr:;zwers, of lnans made using the playe svailable under para-
graph {1}

53 REPAYMENT AFTER DEfatinr-The Secretary may
require any borrower whoe has defaulied on 8 lean made under
thiz part to—

“A} pay all reasonable collection costs associnted with
soch loan; an
“B} repay the loan pursuant b an income condingent
z repayvinant plan.
. %) INCOME CONTINGENT BEPAYMENT, ~m
fe- . 1) INPORMATION AND PROCEDURESThe Secretary may
obizin such informaiion ss iz reasonably necessary regarding
the intome of 8 borrower {ond the {rormww’a apouse, if

- apphicable} of 2 loan wmmde under this part that is, er may

. be, repaid pursuanl io income contingent repasyvment, for the

. purpose of determiniag the annual repayment obligation of

the borrower, Returng and relurn information (as defined in

osection 5103 of the Internal Hevenue Code of 1986) may be
..obtained under the preceding sentence only to the extent
. autharized by sectivn 61K of such Code. The Secretary

shall establish pracedures for determining the borrower's repay-
ment obligation on that loan for such year, nnd such ather
procedures as are necessery to implement effectively income
cuntingent repayment.

: {2} REPAYMENT BASED ON ADJUSTED CROSS INCOME.-—A
repayment schedule for a loan made wnder this part and repaid
pursuant to income contingent repayment shall be based en
the adjusted gross income {as defined in section 82 of the
Internal Revenue Code of 1686} of the Yorrower er, if the
borrower ig married and files a Federpl income tax reluen
joinkly with the berrower's spouse, on the ndjusted gross fncome
el the borvower pnd the borrower's spouse.

"3} ADDITIONAL DOCUMENTS.—-& horrewer whe chuooses, or
is reguired, to repay a2 loon made under this part pursuant
to income contingent repayment, and for whom adisetod gross
intome is unavailable or does ast rensomably reflect the
borrower's curvent income, shall provide Lo ths Secretury other
dovementation of income salisfaetory o the Secretary, which
doeumeantation the Secretary may use o determine an appro-
printe repayment schedule,

43 REpAYMENT SCHEDULES.—Intome contingent repay-
iaent schedules ghall ba established by regulations premulpaied
by the Sscretary ond shall require endz thal vury in
relation to the spprepriate poriion afi{? annusal income of
the borrower {and the borrower’s spouse, if applicable} as deler
mined by the Secratary.

“I5Y CALCULATION OF BALANCE DUE.~~The balance due nn
& Joan made under this port that is repaid pursvant to intoms
contingent repayment shall equs! the unpaid principal amount
of the lonn, any eoorwed intorest, and any fees, such as late
gharges, assessed on such loan, The Secrelary may promulgeis
regulntisng limiting the amount of interest that may be copital-
ized on such loen, and the timing of any such capilalization,

107 STAT. 343
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107 STAT. 350

PUBLIC LAW 103-66—AUG. 10, 1953

“6) NoTiFICATION 19 BOBROWERS.—The Secretsry shall
estoblish procedures under which a horrower of a loan made
under thiz part who cheosss or i required o repay such lsan
pursusnt to income conbingent repayment is motified of the
terms snd condifigng of such plan, incuding mstificalion of
such barrowesr—

‘ “(A} that the [ntermal Revenue Serviee will diaclose
to the Secretary tax return information oy guthorized under
m{;‘icn 6103(1X 13} of the Inlernal Revenue Code of 1986;
B - .

“UB) that if a8 borrower comsiders that special cir
sorsstances, such as # lose of employment by the borrswer
ar the borrower's spouse, warrant an adiustment in the
berrower’s loan repayment as determined using the
information described in subparagraph {(AJ, or the alter-
native docomentation deseribed in paragraph {3}, the bor.
rower may coutsct the Secralary, who shadl determine

whb e ¥

eritoria established by the Seorotary. .
(1 DEVRAMENT, — P

whether such asdjustment i nppropriate, in sccordance with

“(1y EFFECT ON PRINCIPAL AND INTERESD.-d borréwer of -

& ioan made under ihis t who meels the requirements

deseribed in paragraph {2} shall be eligible for a'deferment, ¥

luring whieh periodiv installments of principal ‘need not _be.
— [ * o
e

paid, and inferestom )
%Al ahall not accrae, 1 the case o a— -6 o
“¢i} Federal Direct Stafford Loan; or

) A R

T bl A
¥

“4i) a Feders] Ifirect Consolidation 1Loan thety

consodidated only Federal Direct Stafford. Loans, or
a combination of stuh leans and Feders! $tafford Loans-

for which the student borrower received an:interest)

2w sl
PR

subsidy snder section 428; or s )
“(13) shall seerue and be capitalized or,paidib

{é;the‘{“
borrowar, in the case of 4 Federal Direct PLUS Loon,.

& Foderal Direct Unsubsidized Stafford Loan, or &' Faderal
i?;re{t; Consulidetion Loan not described in suhparsgraph |
(AXiiL 3o

“(2) ELicBILITY A borrower of a lomn made under. this

part shail be eligible for a: deferment during any period—
. (A} during which th{ borrower— ~

*fi} te carrying. ai imi'on&half the normal full-

time work load fzr the eowrse of study thal the
borrower is pursuing, ss determined by the sligible
inatitution {&s such term is defined in Bectivn 4308(a)) .
the borrower is attending; or
“(i) is pursping & course of siudy pursusst in
s graduvate fellowsXin program appreved by the Sea’
retary, or pursusnt to a rehabiltation tepinin
am for individuals with disabilitics approved by ihe
retary, - -
except that no borrower shall be eligible for a deferment
under this sehparagreph, or a lvan made under thia part
{other than e Federal Direet PLUS Lean or o Federsl
Direct Consolidaiion Laoasn), while serving in a”inedical
inlernship or residoncy program; . .
“B) niot i excews of 3 years during which the borrower
is seeking and unnble to find full-time employment;

proes -

PUBLIC LAW 103-88—A UG, 10, 1983

) ot i excess of 3 yoore during which Lhe Sacretary
determines, in asccordance with regulations prescribed
under section 435{n}, ihat the borrewer hsy experienced
gr will experience an soonomic hardship,

g} FepEral, DIRECT UONSOLIDATION LOANS.A borrower of
a lonn made usder this parl may consolidate such loan with the
ioans described in section 428C{aX4) only under such termas and
copditions ny the Seeretlory shsll establish pursuant to section
45Ha¥1) or regulations promulgated nnder this part. Loans made
under this subsection shall be knows as ‘Federal Direst Consolida-
o8 Loany’,

“hy BORROWER DEFENSES~-Notwithstanding any other provi-
glon of State or Federsi law, the Secretary shall specify in regula-
tiong fexcept ap suthorized under seciion 457{3%}) which neis
or ersissions of an ingtitution of higher aduecation a borrower may
assert a3 a defense to repayment of & loan mude under this purt,
except that in no event may a borrower recover from the Secratary,
in any sction arizing from or relating to a lsan made vnder this
part, an amount in excess of the amount such borrower has repaid
on such loan.

“6Y LoaN APPLICATION AND PROMISSORY NOTE...The commeon
fnancisl reporiing. furm required in section 48%aX1) shell con-
stituie the application for loens made ander this part {other than
a Federal Direct PLUS loan). The Seerelary shall develop, prind,
andrdistribute o participating institutiong n standard promizsory
note and loan disclosure form.

308 LOAR TASBURSEMENT o
f. 13 N GENERAL-~Proceeda of loans &6 students under this
. part ghall be applied o the student's eccount for tuition and

Cfees, and, in the cape of institutionally vwned housing, to room
Lo-and board. Losn proceeds that remain after tha application
. o of cthe previcus sentence shall be delivered io the bormower
_ <~by.check or wther means that is payable to and requires the
.. -endorsement ar other certification by such borrower.

: “(2) PAYMENT PERIODS ~The Secretary shall establish peri-
ods. for the pavments described in paragraph (13 in & maeanner
consistent with payment of baaic grants under subpast 1 of
part A of thia title.

k) FISCAL CONTROL AND FUND ACCOUNTARILITY —

® 13 In GENERAL{A} An inatituiion shall maintain finan-
cial records in 8 manner conaigient with records maintsined
for othey %rﬁgmms under this title,

“B) Except as otherwise required by regulutions of the
Becretary, or in a notice under sectlon 457(a¥ 1), an institution
may maintain loan funds under this part in the seme acvount
48 pther Federal student financial assistance. -

“2) PAYMENTS AND REFUNDS.—~Payments and refunda shall
be recunciled in & anner consistent with the manner aet
forth for the pubmission of @ payment surmmary report required
of institutions participating in the grogram under subpart 1
af part A, except that mihmiin this parsgraph shall prevent
such reeanciliations on a menthdy basis.

A TRANSACTION WISTORIES-AN transaciion hislories
under this part shall be mainiained using ihe same system
donignated by the Secratary for the provimen of basic grants
under subpurt § of part A of thi= title,

i

197 §FAT. 351
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107 §TAT. 382 PUBLIC LAW 103-66--AU(, 10, 1993

B USBCHISIL YBEC. 456, CONTRACTS,

“(a) CONTRALTS FOR BUPPLIES AND SERVICES,—

_ 43 v oeneraL~The Secretary shall, o the extent prag.
izeai;{e, awgmi rontracts for arigination, servicing, and collection
deseribed in gubsection (b) In awnrding such conireets, the
Secretary shall ensure that such servicss and supphes nr
pnwﬁde{i at competitive prices,

. {2} EnniTies.~The entities with which the Secretary may
enter inte contracts shall include only entilies which the. Seq.
retary determines are qualified to provide such services. and
supplies and will comply with the procedures - applicable t
the award of such contracts. In the case of awarding coniracts
for the origination, servicing, and vollection of loans: under
this part, the Becrelary shall anter inte sonlracts only with
entities Lhal have exiensive sud relevant expericnce and dem.
oustrated effectiveness. The entities with which the Socretary
may enter iste such contraets shall include, where practicable,
aﬁ?mw with agreements with the Bucrefary under sections
428¢h} and (¢}, i such agancies mvel the qualifications ag detsr.

mined Ly the Secretary under this subsection and’if those :

agencies have such experience snd demonstrated effactiveness,
In awarding contracts to such State agencies, the Srorelary
shall, to the extent practicable and consistent with the purposes
of this part, give special consideration to State agencies with
& history of high quality performance to perform services for
zastz&utwns of Higher edueation within their State, N E
(3} RuLE OF CONSTRULTION,~Nothing in this sectioh shall
be construed as e limitation of the authoritylof fany »Stats
agenty o onler into an agreement for the purpeses’ of this
section 88 5 member of 8 conportium of State agenciee ™ in LW
th} CONTHACTS FOR ORIGINATION, SERVICING, AND -DaTA SyS.
TEMS.—The Bocralary mey enter indo coniracts for— w5777 Fig petts
“{1} the alternative originstion of loans to siudéz’;igihti&nﬁf

ing institutions of higher edueation with Bgreementy' to purtici-
pate in the program under this part (or their parenis)if- sich
inshitutions do not have agreements with the Sacretary Gader
8mu(’n 454(b); LR '1“3\;'v<:;'24“i:“'

;{z} the servicing and rollection of loans mads l:fr'z(l'é?;thizia
par LR SN

T ey

(3} the establishment and operation of 1 or moRsdaia
systems for the moaintenance of records on all loans  made
andey this part; R
{4} services to assist in the ordesdy itransition from the

toan programs under part B to the direct itudent lnan program
under this pari; and » P o

8} guch other aspacts «f Uie dired? student Joan program
as the Secretary detersines Are neeessary o ensure Lhe
successful operafion of the Jrogram.

20 USC 10878, “SEC, 457. BEGULATORY ACTIVITIES,
“(a) NOTICE IN L1EU OF REGULATIONS FOR FIRST YEAR OF PRO-

Frderal “1) NOTIGE W LIEY O RECULATIONS F
eral. NoT '€ BECULATIONS FOR FIRST YEAR OF |
R PROORAM.—The Secrelary shall publish in the Federd! Register

whatever standards, criteria, and procedures, consistent swith
the provisions of this part, the Secretary, in consultation with
:zx:mimts of the higher sducstion communily, dotermines are

+.
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reasonable and neocssary to the successfil implementation of

the first year of fhe direet stodent loan pregram authorized

by thig pari. Seclion 431 of the General Education Provisions

At shall not apply o the publication of such stendards, criteria,

and proccdures.

12y NRCOTIATED RULEMAXGNG—DBeginning with acndemic
vear 19G5-1596, all standands, criteria, procedures, and regula-
 Gionig implomenting this part as amended by the Sudent Loan

Reform Act of 15493 shall, to the extent praglicable, be subject

to negotiated rulemaking, including all such standards, criteria,

procedures, and regutations promulgated from the date of enact-
ment of such Act.

4kt CLOSING IDATE FOR APPLICATIONS "FROM INSTITUTIONS.—
The Secretary shall establish a date not later then Ouctober 1,
1843, an the cloging dute for receiving applications from institutions
of higher educalion desiring 1o participate in the firgl year of
the direct loan progyom under tivs part.

“(e} PUBLICATION OF LiSt OF PARTICIFATING INSTRIUTIONS.—
Neot later than January 1, 1994, the Seerelary shell publish in
the Federal Register u Hst of the inatitulions of higher education
aclected fo participate in the first year of the direct loan program
under this part.

“SEC. 458. FUNDS FOR ADMINISTRATIVE EXPENSES,

a} IN GENERAL~~Hach fiscal year, there shall be available
{0 the Secretary of Education from funda available pursuant to
section 428{g) and from funds not stherwise aﬁpmpm;u:{l, funds
i5-be oblignted for adminipiralive costs under thos past, including
the ‘costs of the transiliva from the loan programs under part
B-io.ihe direct student loan prograws under this part {including
the.costs of annually assessing the pregram under Uhis part and
the progress of the btransition) and lransition support (ncluding
administrative costs) for the expenses of guaranty agencies in servie.
ing cutstanding loans in thair portfolivs and in guaranieeing new
loans,-not o exceed (from such funds pol otherwise approprinled)
$250,000,000 in fiseal year 1994, 3345,000,000 in fiscal year 1995,
$550,000,004 in fisenl year 1996, $594,000,000 in fiscnl yvear 1997,
and $750,000,000 in fiseal year 1998, IF in any fiscal year the
Secretary determings that additional funds for administrative
expenses are needed as a result of such trangition or the expansion
of the direct student losn pregrams under this part, the Secretary
iz anthovized (o use fonds available under this section for a subse.
guent fiseal voar for such expenses, except that the total expendi-
tures by the Suoretary (from such funds nol otherwise sppraprinted)
shall ool exceed $3,800,000,000 i fscal yoars 1884 through 1988,
The Secretary i also suthonized io farry over funds avallable
under this seeiion o 2 subsequent Hscal year.

b AvAILABILITY. —Funds made gvallable under subsection {a}.

shaH remain available until expended.

“e) BUDGET JUSTIFICATION ~No funds may be expended under
this section unless the Secretary includes in the Department of
Education’s sanus]l budget justification to Congress a detailed
description of the specific activities for which the funds made nvail-
sble by this section have been used in the prior and current years
(if applicable), the aclivities and costs planned for the budget year,
and &e projention of sctivities and cosly for esch remaimng your

26 USC 1T,
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which gdministrative expenses under this section nre made

available,

*(d) NOTIFICATION - In the event the Secretary finds it nee-

esgary to use the asthanty provided to the S@crem? under suh-
H

section {a) to draw funds for administrative expenses

om & futore

years funds, oo funds may be expended under this section unless
the Secretary bmmedistely notifics the Commitices on Appropris-

tions of the Senate and of the House of Representatives, an

thig

Labor and Human Busvurces Uommittee of the Senale and the
Educaticn end Labor Committes of the House of Representatives,
of such action and explain the reasons for sueh setion” )

CHAPTER 2—CONFORMING AMENDMENTS TO THE

HIGHER EDUCATION ACT GF 18065

SEC, 4041, PRESERVING LOAN ACCESS,

{a} ADVANCES TO GUARANTY AGENDIS ror Lenneg-or-Lase.

RESORT SERVICES.— v

{1} AMENDMENT.-Zection 42380 of the Act {20 LBC -
1&?8(%3? is amended by striking paregraph (3) and” ingarting

the following: -

T M3} ADVANCER O GUARANTY AGENCIES POR LENDER-OP-: -
LAST-RESORT SERVICES DURING TRANSITHON 1O DIRECTIYLEND.

NG, —{A}] In order to ensure the svailability of loan capital
during the transition from the Federal Family ﬁl{iumtiﬁh‘faah-
Program under this part to the Federal Divect Student Loan
Program under pari I¥ of thin tille, the Secretary is suthorized
i provide s guaranly agency with additional advance funds
in accordence with section A22(cX7), with such restrictivng on
the use of such funds as are delermined appropriste by the

Seeretury, in order o ensure that the guaranty agency will |

make loans as the lender-of-last-resort. Such agency shall make
such loans in eccordance with this subsestion and the reguire-
ménts of the Secretary, R

“{B} Notwithstanding any other provision in this pas

guaranty age servin
Faragmph 5hr:l:f’

4 v

Secretary on demand. Ugon such assignment, tilé‘sgﬁfgi&fx ‘gi‘ 5
o sonsid- 4
.

the advance represented by the loans assigned shalt
ered repaid by such guaranty agency.”. MR R
(2) CONFORMING AMENDMENTS, — “4de PR

(A} ADVANCES TO GUARANTEE ADENCIESSSdelio

422(cX7) of the Act (20 US.C. 1072eX7) i3 amended by

striking all beginning with “lo g gueranty ageriey” thdgugh
the period and inserting "to B guaranty agenc‘g’wzz-- whally 2l

“A} in accordance with section szs(é, in order tof
easure that the guaranty Etg}?m:y shail make loans e -theo
lender-of-lasi-resort durin

Family Eduration Lean Program under this pari-lo the’

¥ederal Direct Student Loan Program under part D of -

this title or # .

"B H the Becretary is seeking to terminate the guers
anty ngeny's agreement/ or assumicd the guaraniy agen-,
oy's funclions, in scoordance with section 42B(oXIANFXY),
in order io assist the agency m meeling Ha immedinle

¥, n

as a lender-of-last-resort under this*y
be paid a fee, estublished by the* Seerttary s
or making such ioans in lieu of interest and specinl allowange o
subsidies, and shall be required Lo assign such lodfig to the™

b
K

2 transition fram the'Federal -

i

NP R -

..+ by the Becretary. Buch puaraniy agencies shall
v aecordance with paragraph (3) for such services,

AL

P

. ¥
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ensh needs, ensure the aninterrupled pavment of clabms,
or ensure thak ihe guarsmiz agency shall meke loans as
deseribed I subparagraph (A)".
{B] BurLes AND OPERATING PROCEDURES.~-Seetion
428X of the Act 20 URL 10785X2H is amonded—
{i} in subparagraph {A}, by inseriing belore the
semicolon at the eﬁf ihe filowing. "and ensure a
responge within 80 days afler the siudents original
somplete applicetion is fled under this subgcction™
©{H} by redesignabing subphragraphs () :.hmu§h
{D) 8% subparagraphs (O} through (), respectively;
an
i1} by inserting afler subparagraph (A} the follow-
ing new subparsgraph: :
B} consiatent with standards sstablished by the Sec
relary, students applying for loans under thiy subsection
shall not be subject o additional sligibility requivementa
or requesis for additions! informstion beyond whet iy
reguired undor this title in order to receive s loan ander
thig part frem an zligible lender, nor be required Lo recaive
more than lwo rejections from eligible lenders in order
to obiain 8 loan under this subsection:”,
) LeNDER REFERRAL SERVICES --Seclion 428(e) of the Act

{b
(20 U .5.C. 1878(e}} iz emended—

{1} in paragraph { I b . '
by amending the parsgroph heading to read sy

fallows: “IN GEMERAL! AGREEMENTS WITH GUARANTY AGEN.
CIES,~—";

{B} by inserting the subparagroph designation “(A)"
immediately before “The Secroetary™

(C) by atriking “in any State™ and inserting *with which
the Secretary has an agreement under subparagraph (B
and

%D} by adding at the end the following new subpara.

grapn;

"(BXi} The Seeretary may enfer inlo agresments with guay-
anly agencies that mest standards established by the Secretary
to provide lender referral services in geographic amﬁ u;mg‘iiﬁqd

» paid in

“(i) The Seerctary shall publish in the Federal Repisler
whatever standards, criteria, and procedures, consistent with
the proviziens of thig part and part D of this title, the Seerstary

.o Hetermsines are veasonable and necessary o provide lender
. referral services under this subsection and ensure loan sccous
. ot student and pareni borrowers during the iransitinn from
. the luan p

varms under this part lo the direct sindent loan
rograms under part 13 of this title. Section 431 of the Canoral
ducation Provisions Aci shall net app{z to the publication
. s¥such standards, criteria, and procedures.™

(23 in paragraph {2—

{A} in the matier preesding subparagraph (A}, by strik-
ing "in o State” and inserting “with which the Secreiary
has an sgreement under paragraph {1XBY;

{B} by amending subparagraph (A} o read ey Rollows:

AKX such student is wither a resideat of, or is
sceepied for eprollment in, or is aitending, an eligibie

107 STAT. 255
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%

snsiftution located in a,geographic area for which the See-

retary {1} delermines thal leans are not available to all

eligible students, and (11} has entered into an pgreement
with a guaranty agency under paragraph {1XB) to provide
lender referral services; and”™;

{3) in paragraph {3}, by striking “The” and inserting “From
funds aveileble for costs of irausitlon under section 458 of
the Act, the™; and

{4) by siriking paragraph {8}, '

{£} LENBER-OF-LAST-RRSORT Funcorions oF Srupent LOaN

MARKETING ASSOIATION —Subsaciion {4} of section 439 of the Act
{20 1150, 1087 2(gh is amended 1o read as follows:

“t &) LENOER-OF- LAS T RESORT o
¢ "1} ACTION AT REQUEST OF SECRETARY {A} Whenever the

gt ¥ . .
3
+

1

%

Secretary determines that eligible borrowers are seeking and - -

are unabhle to obtain loans under this part, the Association
or ita designated pgent shall, not later than 90 doys afler
the date of enactment of the Student Lean Reform Act of
1998, bogin making leans to such eligible berrewers in accord-
ance with this subsertizn st the request of the Becretary, The
Speretary may reguesi that the Association make lonns te

horrowers within & geographic ares or for the bene§it of students - |

aitending instilutions of higher education that cerltify, in aceord
ance with standards esieblished by the Secretary, that their
stindenls are seeking and unable to oblain loang. e

“2} Leans made pursnant to this subsection shall be insar-.

able by the Secrstary under section 429 with a certificate
of corsprehensive insurance goverage provided for under gection
429(bX1) or by a gnaranty agency under paragraph(2)A) of
this aubsgection. L
-2} ISSUANCE AND COVERAGE OF LOANS—{A} Whenever

the Secrelary, aller consultation with, and with ihe agreement” |

of, represeatatives of the guaranty sgency in 8 Siate, oy an
gligible lender in a Staly described in seclion 43BLEXIXDYS
determines ihat s substontisl porticn of eligible borrowers in
such Siaste or within an srea of such State are secking and
are unuble o obisin lodos under this part, the Association
: or'its designated agent shall begin making such loans to borrow-
{ ers in such State or within an aree of such Siate in accerdance
7 with this subsection at the request of the Seeretary, 70" .
“(B) Loans made pursuant to this subsection ghall be insur-
“able by the agency identified in subparagraph (A) having an:
agreernent pursuant to section 428(b). For louns’ insured -by,
such agency. the pgency shall provide the Associatinn,with®
a certificate of comprehansive insurance coveragn, if..the
Aszociation and the agency have mutually agreed St -8 meing
to determine that the agoney bas not slready.guaranteed s
lnan under this part 10 8 student which would csuse & subise.”
guent lenn made by the Associalion to be in violutin éf any’
provision under this parl, A AR e
*(3) TERMINATION GF LENIANG.—The Associntion or,ite des-
ignated agent shall vease making loans under this subsection
at guch time as the Secretary determines that the conditiona.’
which caused the implementation of this subsection have densed
to exiat.”, - -

" Mg'i:r* 3,
4

‘v“ :’}
o

+
i
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SEC. 4042, GUARANTY AGERCY RESERVES,

Seetion 424 of the Act (20 U.B.C. 1072) 3 amended by adding

at the end the following new subsection:

“Ug) PRESERVATION AND RECOVERY OF GUARANTY AGENCY

BESERVES, o

“(1} AUTHORITY TO RECOVER FunDs. —Notwithstending any
athor provision of law, the reserve fuwds of the guaraniy agen-
cien, and any ssvels purchaged with such reserve funds, #rd-
less of who holds or conirols thi reserves or assels, shail be
sensidered to be the property of the Einited Stales W b used
in the operstion of the progvem suthorized by thisz part or
the program suthorized by part I of this title. However, the
Secretary muy nol require the return of all reserve funds of
a guaranity agency to the Secretary unlesa the Secretury deter-
mines thet wach return is in the bost interest of the pperation
of the program nuthorized by this part or the program author
ized by part 13 of this title, or to ensure the proper maintennnee
of such sgeney’s funde or assets or sthe orderly terminaiion
of the guaranty ageney’s operations and the liguidation of Ha
asgnts. - The reserves shall be maintsized by each guarenty
agoney o pay gm@;: expenses mnd contingent Habilities, as
autharized by the {ary, exoept thatee

A} the Becretery may direct & guaranty agency io
retirn to the Secretory p portion of iig reserve fund which
ihe Secretury detormines is wnnecessary to pay the pro-
gram expenses and rantingent Habilities of the guarenty
agEncy:

“CB} the Becretary may direct the guaranly agency
to require the return, te the guaranly agency or to the
Secretary, of any reserve funds or assets held by, or under
the contrel of, any sther entity, which the Secretary deter-
mines are necessary to pay the program expenses and
contingend labilities of the guaranty sgesncy, or whith are
reguired for the erderly terminetion of the guaranty
DROBEY'S ﬁ?&rﬁiﬁens and the Hguidstlon of its assets;

™ the Secrelary may direct & guaranty sgency, or
guch agency's officers or directors, b coase say activities
involving expenditure, use or transler of the guaranty
ageney’s reserve funds or agsets which the Secrotary deter.
mines ir n misapplication, misuge, or improper expenditure
of such funds or assets; and

“(13} any auch delermination under subparagraph (A)
ar (B} shall be based on stondards presoribed by regulntinns
that are developed through negotiated rulemaking rnd that
inchude procedures for administrative due process,

R TERMINATION PROVISIONS M CONTRACTS—4AY To

.-engure that the funds and assets of the @amni}f agenty me
_praserved, any condrpet with respeot o the i
<., Reguaranty agesncy's reserve funds, or the administration of

admnistration of

any assots purchased or scquired with the reserve funds of
the guaranty agency, that iz enlered inlo or exiended hy the
goaranty agency, or any other party on behalf of or with the
aranty sgensy, after the dste ol enactment
of this subsection shall provide that the contract is terminable

Ahe Becrotary determines that such contract includes an
impermissible {ransfer of the ressrve funds or sseels, or s

"by. the Secretary upon 30 dags notice to the contract;inﬁ gartieﬁ
! 138

107 STAT. 357
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z}hwwiﬁe inconsistent with the fermo or purposes of ihis sec
11328 ’ .

“% The ‘Sge:,:mm?}f“:émy direct erguaranty agency Lo suspend
or vease activities under any contract entered into by or s’
behalf of such agency afler danuary 1, 1883, i Lhe Secretary
determines that the thisuse or improper expenditure of such
guaraniy agency’s funds or asseds or such contract prvides
unnecessary or improper benofits to such agency’s officers ook
directors. 3 .

*3) PenasriEs—Viglation of any direction issued by the
Secretary under this suhsoction may be subject to the penalties
described in section 490:0f this Act, o ‘

“{4) AVAILABILITY OF FUNDS—Any funds that are refurned
or Z;hsr’%;:% gngqz;ezzi}zb% the Secretary pursuant Lo this sub
section gha available for ex fjure for oxPEnBEs pursy
tn seolion 458 of this Act™, pend pense ,:W : Ml;

SRC, 4643, TERMINATION OF GUARANTY AGENCY AGREEMENTS;

ASSUMPTION OF GUARANTY AGENCY FUNCTIONS BY THE
SECRETARY.

Section 428X 10) of the Aol is amendet
{1} in subparagraph {C), by inserting “, as appropriaie”
afler “the Secretary ahall require”;
(2¥in subparagraph (D)}—
c(é&} by inserting the tlause designation “1) before
“Each”™
(B} by siriking "Euch” and inserting “If thy Secretary
iz not seeking 1o ferminate the guaranty sgency’s agree-
ment under subparagraph (E), or asswining the guaranty
agency’s functions under subparagraph (F), 87,
() by adding st the end the following new clause:
“(1} If the Secretary is seeking to terrminate the guaranty
agenty’s agreement under subparagraph (£}, or asgmming the

SHC. 404, TERME OF LOANS. grarant ﬁgi:imy's gu‘rixctimﬁ gnder mah%am{:gmsh E‘,IF], # Imsmgb«
) : X ment plar described in sabparagraph (C) shall include the
gma;agagfgxnmzm.ﬂ&wm 428 of the Act (80 US.C. 1078} # means by which the Secrelery and the guaranty sgency shail

HASC 1rs
LN

shall take effect on July 1, 1994,
BEL HH4 ASSIGNMENT OF LOANS.

(1) in suhsection (BYXINDY, by striking “be subject o™
through the semicolon and inserting “be subject to income!
contingent repayment in acotrdance with subsection {m}”; ond]

{2} in subsection (m)—

(A) by smending paragraph {1} to read s foliowa

“{1} AUTHORITY OP SECRETARY TO REQUINE.~The Seeretary
shail require at lesst 10 percent of the borrowers who havwe
defanlied on loans made under this part that are assigand
to the Secretary under sebsection (cX8) to repay those loans|
undc‘ruan invome contingeni repayment plan, the termy and!
conditions of which shall be establishad by the Sceretary and |
the same a8, or similar to, &n income contingent repayment
plan established for purpozes of part D of this .gitle™; and .

(B by striking paragraphs {23, (3), and (4} 2nd insert.

Iy the following new navagraph: et

23 LOANE $OR WHICH INCOME SONTINGENT .REPAYMENT
MAY §E REQUIRER~~A loan made under this \part mey be
required fo be repaid under this subseclion if- the noie e
olher evidence of the loan has been sssigned to the Beoretary
pursuant to subsection (c¥BL" RSP .
(b} Ererorive DaTE—The smendments made by this sectisn
e
Sect?;:; -}28&‘;}{3}&{;}m Act {80 V5. IOT8(eXB) is amended—

in the first sontence, by inserting the sibp
designation "(AY” before “[f the™; 7 § . tparagr&ph
£2) by striking the secend and third sentences; end

{3} by adding at the end the follewing new subparagraph;

(B} An orderly transition from the Federsl Family Ede-
cation Loan Program under this part & the Faederal Direct

work together o ensure the orderly terminstion of the oper-
ations, and liguidstion of the assets, of the guaranty agency.;
{3) in gubperagraph (F)— : .
(A) in cinuse (1), by striking “or” after the semisolon;
{8) in clause £i13), by striking the period and inserling
# semicolon; and .
{C) by adding at the end the following new clauses:
*tiv} the Secretary determines that sush action s nec
essary io protect the Federal fiscal interest;
“v} the Secretary defermines that such setion is nec-
essary to ensure the continued availability of leans to stu-
" dent or parent borrowers; or
%y} the Secretary determines that such action iy aec.
esvary te ensure an orderly transifion from the loan pro-
gramg under this part to the direct student loan programs
under part D of this title.”;
{4} in subparagraph (F)—
{A) in ihe matter preceding clause (i), by striking
«g,s%p; as provided in subparagraph (G, i” and inserting
{8} by amending clause (v) to rend as follows:
“vi previde the guaranty agency with additjons
advance des in scoordance with section 428(eX7), with
guch restrictiena on the use of such fundy as is determined
appropriaie by the Secrelary, in order Lo
i1} meet the immediate cash nesds of ihe guaranty
agenty; :
" #(11} ensure the uninterrupted payment of claime;

“II) easure that the guaraniy agency will make
tnang as the lender-of.last-resort, in accordsnee with
subeection (3™

Biudent Loan Program under part [} of ihis.iitle.'sha {Cy in clause (vidm
deomed to be in the Federal fiscal 1nmmsz,';§a'é‘:f§é‘£:%ﬁ§ ) by striking “and ta avoid” snd inserting "o
agency shull prowmptly assign loans to the Secrétary  under : avoid s - . .
thia paragroph upon the Secrete AT L . £ii} by striking the peried and inserling a commna
g L crotary’s request. ; r‘;?"iﬁ%“‘;@"' o and “andy tr ensure an orderly transition from the
P .
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loan progeams under this part to the éi?z:ci‘imn&enz
loan programs under part D of this title™ andy’.
é{iii? by redesignating such clause BB $ause (Vi)
&n ‘i..‘..;( 4w
(D} by inserting after clause (v} the following new
. tlanse ‘ '

®uit use all funds and assets af the puarsnly agency
to agsist in the activities undertaksn in accordance with
this subparagraph and take spprovriate action to vequire
the return, to the glaranty agercy or the Secrefary, of
any funds or assets provided by the guaranty agency, utider
gontract o ptherwis., to any porson o organization; or™
{8 by striking subparagraph K3y, ’ )
(6] by redesignating subparagraphs (H), (I, and {3} &
subparagraphs (), (), and {K), regpeetively; °
{7} by wweriing afler subparsgraph {(F) the following new
subparagraphs: X
{3} Notwithstandisg any other provision of Federal or
Siate law, if the Becretary has tersnpated or is secking o
terminate s gusranty agency's agreament under subparagra
(E}: or has awsumed a guaranty agency's funcliods under
subparagraph (F)— o

“i) no State ceurt may issue any order affecting the

Secretmry’s actions with respect {0 such guarasty agency;
"ity any contract with respect to the administration
of & gusranty agency's reserve fundds, or the administration
of any wssely purchased ar acquired with the Teserve fruds
of the guaranty agency, thal s entersd into or extended
. by the punranly agency, or any other parly en bahalf
. of or with ibe concurrence of the guaraniy ageney, afler
the date of cnactment of this subiporegraph shall provide
that the vontract i terminable by the Becretary upon 3
days nolice to the conlracting parties if the Secrolary
determines that such contract includes an impermiseihie
trangfer of the reserve funds.or assets, or is otherwise
i.nc:émsiiswnt with. the terms or purposes of thiz seetion;
B
“1113 no provizion of State low shell apply o the actione
of the Becratary in terminaling the operations of a guaranty

ngeney.

“(1} Notwithstanding any ether provision of law, the See
retary’s lisbility for any ouistanding Hebilities of & guaranty
agency {other ig:m cutstanding siudent loan gusraniees under
this part), the functions of which the Secrelary has assumed,
ghall not exeped the lbir market value of the reserves of the
guaTenty agency, niinus any necessary ligwidationtior other
adminisirative cusls™; and S T

(8) in subparagraph (K) (as vedesignated by, paragraph
(5, by striking all beginning with “system, togethes” through
the period and ingerting “svstem and the progress of the transi-
tion from the loan programs under this part to the direct
student loan progrums undor part D of this title”, 7

HEC, 4048, CONBOLIDATION LOANS, - 8

Qg; the Ack {20 UB.C. 108783} is amended—

{n} Co8T Savings Front CONSOLIDATION MAN&WS;:&M '4286

b
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PUBLIC LAW 103-86--A1H3. 16, 1903

{1} in subsection (a) by ameééizzg puragraph (3¥A} to read

© 1 a8 follows: :

423 T FINITION OF ELIGIBLE BORROWERS.—A) For the pur

. pose of this seclion, the term ‘eligible borrower means & bor

rower who, ai the time of application for a consclidation loan
is in repayment staius, or in B grace perind preceding repay-
ment, ar iz o delinquent or defaulted borrower who will reenter

, Tepayment through loan consolidation,”;

(2) 3 subsection (hye—

{A)in pmagmgh (13— ' )

£i) in subparagraph (AXGH) bg inserting “with
incoma-gongitive repayment ferms” afler “obilain a8
consolidetion lean™

(i} by redesignating subparagraph (E) us subpsra-
graph (¥} and

£1i1) by inserting after gubparagraph (D) the follow-
ing now subparagraph:

“5} 1hat the lender shall offer an income-sensitive
repayment schedols, established hy the lender in accord-
ance with the regulations promulgated by the Secretary,
to the borvower of any consolidation loan mads by the
lender an vr after July 1, 1594, snd”;

{8} in paragraph (4}, by amending subperagraph (£}
to read as follown:

KD provides that periodiv instaibmends of principal
need not be poid, but interesi sholl scerve and be paid
in accordance with clause (3), during any period for which
the borrpwer would be cligible for a defereal under section
428(bY 1AM, snd that any sech peried shall not be inctuded
in detzrminia? the repayment schedole pursusat to sub-
section {cX2) of Lthia section; and

“{ii)Prnvides that interest shall accrus and he paid—

(1) by the Becretary, in the etge of a congolidation
loan that vonsolidated only Federnl Stafford Loaas for
which the studert borrower received an interest sub-
sidy unider seckion 428 or

“{I1} by the borrewer, or capitalized, in the ease
of a .conseiidatinn loan other than & loan described
in subclauss (11" and

{C} by adding sl the ond the liowing new paragraph:
“5) DIRECT LOANS. 11 the event that & borrower is unable

s sbiain a consolidstion Joan from a lender with an apreement
under subseclion (K1), ar is unable io obiain n congalidation
foan with incame-sensitive repaymient terms accepiabie to the
horrower from such a lender, the Secretary shall offer any
such horrower who applies for it, & direct consolidation losan.
Such direct consolidation loan shall, as requested by the bor-
rower, be repaid either pursuani te income contingent ropay-
wont under part D of this tille or pursuant o any ether
repayment provision under this section. The Sewrctary shall
not offer such loans i in ihe Seerctary's judgment, the Depart-
moent of Education does st huve the necessary originution
s servicing arrangements in plade for such losas”; an
Bin suisectim {3 )

{A) in parsgraph (1), by amending subparagraphs (133

and {C) to rend as follows: .

107 STAT. 361

Hegulations.
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107 STAT. 362 PUBLIC LAW 163-66—AUG. 10,1998 fo PUBLIC LAW 103-06--AUG. 10, 1993 107 STAT. 353‘

3
vy

i)

(2) CONFORMING AMENDMENT.—Saction 428C(aX3XBXI) of

“ idation lon shiall
* onsolidnlion loan made before July 1, 1994, shatiy
benr 55&%@?@3 at an sunubl rate on the unpaid principal balands

of the Jodn that is egual lo the greater of— i

“(;} the weighled average of the interest rates on thaw’n

loans consolidated, vounded to the nearest whole pwf,xg:ni

“ii} 9 poroent.

“{} A consolidatiof loan made on or after éu? 1, 1994

j i fneipaly

hall bear interest al an anuual rate on the unpai principal
lta;nha.lm:e of the lpan that is egual to the weighted aw,mﬁd ‘
of the interest ratea on the loans consolidated, rounded upwa dy
1o the nearest whole percent.”; .

2

{B) in paragraph {2} - 5

(i} in subparagraph {A—

(1) in the maller preceding clause (), by sirik-

ing “intome Senmitive repayment gsehedulen, Such

repayment terms” and inserting “income-senmilive

payment schedules, ¢stablished by the lender
?ﬁ secnrdnnce with thd reguletiosls of the Bec-
retary. Except s required by asreh Invome-sen-
sitive repayment schedules, or by the terms of
repayment. pursuant io income contingent repay-
ment offered by the Secretary under subsection

5), such repayment terma’; e

{bXd[)II!;uhy rm%esy;;natia:g clausges (1), {11)._{111). {iv),
and {v) a8 clanses (i), (in), (v), (v), and {v1), respec-
tively; and

1D by inserting before claupe (i) (28 redesig- "’

naled by subclauge {113 the foliowing new clauser

. 4 i lens than 37,600, then such iﬁnmﬁ&aﬁgn loan
shall be repaid in not more then 10 years’ )
i) by striking subparagraph (B and

{iii} by redesignating subparagraph (O} as subpara-

s and . ) .

C?p}iltf B:mmgraph {3XB), by ingerting “except as
required by the terms of re syment pursusnt Lodmcamb:i
contingent repayment offered by the Secretary under su
section (bX5)." before “the lender”, .

{b) CoBORT DEFAULT BATE CONFORMING AMENDME

NTS. =—
{1} AMENDMENTS TO DEFINITION ~Sertion 435 mx 1} ',Jf the

Act (20 L8008 is smended—

: by.insoriing “lor on the p-
{AY in subparagraph {4), by.i Nyl m&v

3 louns made under sgotion 4280 1 4
g;;j? i:;? gzch leansy” immediaialy afler "on such loany”;

IR in subparagraph (C, by inswrling “lor on the re
sion of & losn made under section 428C that is used fo
ropay any such leansy tnmediately after “on such Ioans”;
angd .

i aph (133~
) ‘?i)m;l‘};p?;gg;ti‘r’x “{ay the portion of a lean wade

ander gection 428C that is used to repay a lnan made,

under guch section)” sfter “section 42BA” the first place |

it appears; and

i) by inserti : ton,

{ii} by inserting “{or & lean made under section,
498C a portion of which is used \o repay & luan made,. .
under such section)” sfler “section 4284 the ‘mwyyi_ .

place it eppears. a

LI L PR

By

the Act (20 US.C. 10783 X3XBXuY is amended by striking

the sevond sentence,

{¢} BErrecTive Date —The amendments made by this section
shall take effoet on Jauly 1, 1984, exvept that the amendmenis
made by subsection {(aX2XB) shall fske seffect upon sancimaend.

REC. MY, CONSOLIDATION OF PROCGRAMS,

{u} IN GEnEraL-~—Secilon 428H of the Act (28 LB, 1078

9 is amended — .
. {1} in the malter J:mca:dixg; paragraph (1} of subsection
(b}, by inserling “(inchuling praduate and profesaional students

ns defined in regulations promulgated by the Secvetary)” after

484",
{2} by amending subsection (d) 1o read as follows:
“Uet} LOAN LIMITS, o
“1} In oENERAL-~Except ps provided in parsgraphs (2}
and £33, the annusi and agprepgate limifs for loang under this
section shall be the snms ag those esiablished under soction
428(h¥1}, losz any amount received by such student pursuant
to the subsidized lsun progrsm established under secilon 428,
"2} ANNUAL LIMITS FOR INDEPENDENT, ORAIMIATE, AND
PROFESSIONAL STURENTS——The maximum annval smount of
fonng under ihis.-section an independeat student (or 1 atudont
whose parenis are unable to borrow under section 428B or
the Federal Direct PLUS Loan Program) may borrow in any
aeademic year or its equivalent or in any period of ¢ congecutive
months, whichever is longer, shall be the amount determined
under paragraph (1), ploge. :
T YA in the case of such a student aflending an eligible
institution who has not compleied sueh situdent’s first 2
-years of undergradusate study—
(i} $4,000, i such student is enrolled In 8 program
" whose length is nt least one academic year in longth
{as determined under section 481%

“{ii) $2,800, if such student {s envolled in a program
whose length i3 less than one academic vear, but ant
least #i'of auch nn seademic yenr: and

“(iii)y $1,600, if such student is enrolled in a pre-
groam- whaose length is less than %, but at least Vi,
of puch an avademic year; o

* (B} in the case-of such & student atbending an eligible
mstifution who has completed the first 2 vears of under-
. graduate stuldy it who has nol completed the remainder
of 8 program of unde agte studyw. :
: “{} $5,060, i such studeny in enrolled In 2 program
whose leogth 13 2t least one seademic year in length
{as determined under ssction 481Y,, '

“6i1) $3,.825, if such student iz enrclled in @ program
whoge length is less than one acadamie year, but at
least %5 of such an acaderie yenr, s

*iil) $1,675, if such ptudent is enrolled in 8 pro-
gram whpse length is less than %, but at least Y,
of such an academic year; and
OV in the case of such a student who is a gradusle

or professionsl student atiending an eligible institution,
§10,000, :

20 L1530 WEg-3
noia.

24 LISC 16138,

Regulations,
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107 STAT. 364 PURLIC LAW 103-66--AU{3. 10, 1993 L ' I PUBLIC LAW 103-66--A UG, 10, 1983 107 8TAT. 366
*(3} AGGREGATE LIMITS FOR INDEPENDENT, GRANUATE, AND ' “(13 Iy general.—Notwithstanding subsections {a), (b), {d}
PROFESSIONAL STUDEMTS.~~The maximum agpregale smount of - ald (e} of this section, with respect to any Joan made, jnsured,
lonns under this section a student described in paragraph (2) i or Xuaranteed undar thiggari{nther than ¥ laas made pursvant
Jany borrow shail be tha amouni deseribed in p&.mgragil SR to Metion 4288 or 4285 for which the firgl dishburesment
adjusted to reflect the incrensed annual limits described o is made on or afler July 1, 1964, the applicable rate of intersst
paragrapl {3}, as prescribed by the Secretary by regulation.”;, . shall, \aring any 12-menth poried beginning on July § and
" an I ending oy June 36, be determined on the preceding June 1
{3} in subsection (&), by ndding ai the end the fallowing . } and be edual tow ]
new paragrapha: . CdaoaE o ") the band equivalent rete of 91.day Treasury bills
9] ORTIZATION, «The amourt of the periodic payment auctiodgd st the final auction held prior is such June
and the repayment schedule for any loan made pursaant le I;pl{n;ns ;
this seclion shall be established by sssuming us interest rate e {BYX 18 percent,
equal 1o the applicable rate of interest at the time the vepay- "o exeept that such rate shall not exceed 8.25 percent,
ment of the principal amount of the Joan commences At the | -..0v (B) DoNSURTATION. —The Secrstary shall determing the
option of the lender, the note or other ‘written evidence of . applicable rate oKinterest under paragraph (1} afler congulis-
the loan may require that— o e e = tion with the Seeratary of the Truasury snd shall publish such
\ “A} the amount of the periodic paymsnt, will' be rate in the FedershRegister as soon as practicable afler the
adjusted annually; or TS - », i dute of determination
=] the period of repayment of principal will be length- g3 1N Scnool anp Giaos PERIOD RULES,
ennd or shortened, . . R SR * w! "(1) GENERAL BULR--Noulwithstanding the ‘provisions of
in erder to reflect edinstments in inierest rates occurring as subsection (f), but subjdel to subsestion ﬁ,)_ with respect to
a econsequence of section 427TA(cX4L Feo o any loan under section 328 or 428H of this part for which
“48) REPAYMENT PERIOD.-~For purposes of coleulating the the first dishursement is Ryade on or after July 1, 1995, the
10-year repuyment period under section 428{(BX1XD), such applicable rate of interest foNnterest which accrdes—
riod shai?mmmeme at the time the first oayment of principal - (A} prior o the belinning of the repayment period
is due from the barvower,”. | Y . of Lhe loan; ot N
26 LUSC 1078-1, {h) REFRAL.—Section 4284 of the Act i repealed. ) ! “(B} during (he period\in which principal need not
265 URG 5078-8 () Tewms, CoNnpiTiong AND BeNEFITS. —Notwithstanding the be paid (whether or niot sdch principal is in fact paid)
awote. amendments made by this sectizn, with respect Lo loaos provided Ly resson of & provision desckibed in section ARBBH 1IN
under seciions 428A and 428H af the Act {as such sections existed | or 427a)2XCY,
on the date preced) Pg the date of enactment of this Act) the terras, simii unt excecd the rate deferminpd under paragraph (2),
conditions sad beﬁ)él its applicable to such loans under such sections (2) RATE DETERMINATION.~For (\rposes of paragraph (1),
shall continue to apply lo such loans afler the date of enzctment the rate detersained under this paragiaph shaig, duriag any
of this Act e . . i Y iZ.month peried beginning on July (\and ending on June
5 U180 1975-8 {4} ErsECTIVE DATE--Except Bs otherwise provided herein, X 33, be deterinined an the preceding Jundyl and be equal tow
Bitedan, the amendments made by this section shall take effest on July A3 the bond equivaient rate of i.dsy Treasury hills
1, 1984, N : ,, suctivned at the final suction prior tolguch June 1; plus

“£83) 2.5 percent,
except that such rate shall not axceed 8,25 perchnt.
13 ConstnTATioNn.—The Swm% shaidetermine the
%

spplicable rate of interest under this wetion Ater conmulis.
tion with the Secretury of the Treasury und shalllpublish such
Federal é:;iz :}?dlhtg ngim{";&% Ragister 8s seon as practicable sfter the
ot ‘ . slerminatson, R
“”&m’m Section 427A oMfe Act (20 U.5.C, 10772} is amendte g . “th} INTEREST RaTeS ¥OR Niw : -
L {1} bm submc;: 2, {€X4), by adding at the end the fullowing “1) I 6ENQRAL--—-NDtWith3i§z§§§?zm§cg§§ (2 %g?af{g}-
new subpurngrephs s i (2}, (N, and f thi tion, wi N\ade,
: (E)def;mﬁfﬁ g; ubpg;{?f‘l:i ii:i} tﬁ?‘éﬁfﬁ?ﬂuf&y ; insured, v %aﬁam&?ﬁéﬁiffﬁg rﬁgﬁecﬁo@:ﬁggﬂ“ mi?;
onn made pu L ¥ i . : + : W
loan made purtuant to Jlﬁé;, e :Fade pursuant Lo sections 4285 and 4280} for which the'ret
8

ishursament is made on or after July 1, 1895, the applick
tote of interest shall, during any 12-month period beginnilg
en July 1 and ending on June 30, be determined on the preced

“(i} subparagraph {

all*he appiied by substituting
“3.1" for “3.25" and :

“(ii} the interest rate shall not exce¥d.d percent.”, ;
{2) by redesipnating subsections (D), (), Bagd (h) as sub- g dune ] and be squal Lo | o
sections f1}, (5), anﬁ?kac} respectively; \ & com Lra;}e mamn‘invz ent, z;?j? gfdﬁ;;: wﬁ:mggs with
{33 by adding after subscction (v} the following Ty sub- plus P ity &8 esiaidished by the retary;
sections: ! “(B} 1.6 percent,

=y Inrenresr Rares por NEw LOANS AFTER JULY 1, 19942
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© _ UNITED STATES DEPARTMENT OF EDUCATION

- . PUBLIC AFFAIRS

"WILLIAM D, FORD FEDERAL DIRECT LOAN PROGRAM

INDIVIDUAL TE{)iji'.hﬁa.’ﬂ{}N ACCOUNT
BACKGROUND INFORMATION

What Is the Individual Education Account?

wh

s On August 18, 1383, President Clinton signad the Student Loan Refarm Act, ‘which authorized
the imolamontation of the William D. Ford Federal Direct Loan Program,

* Alreacty, mora than 300 {00 students have rscewed thase naw studem icans, alsg known as
individual Education Accoums

® The Individuat Eduzation Account represents a restucturing of the Federal student ioan program,
-providing streamtined procedures for students, parants and schoois and saving the Amaritan
taxpayer $4.3 billion aver & S-yasr period. This is the bigpest major changs in the financial aid
program since 1973 whan the Pell Gram Program began,

# Ths program pliminates al of zba middlamen in the gxisting 10an system. Loans ate made
ditsetly by the Federa! government 1o students through their schools cather than through a maze of
. iendars gmrmty agencies and secondary markits as i currently the case,

" ® The program provides 3 mechanism 10.move quickly and sasily 10 an slecironic exchangs of
information ieaémg 16 greazer effczsm_:zes and_ am}aazw prugrzm mz&gmy
W —’«“w‘ 5,;4\-:.{_"' -r;-‘-—': 'j« - :
.. ?hﬁfﬁ arg fiw? typss of *ﬂcmdaaisﬁducanon Accnunts--ﬁlrecz Stefford Loans, Dirsct -
. Unsubsidized Loans, Direct PLUS! Laans h‘or parents% and Direct Consolidation Loans, Annually, the
interest tate is racemz:uted far Al direct tpans. The rate is variabls, not 10 exceed 8,25 percent for
swdent loans and § percent for parent loans,

-‘»

L3

. For 1894-95, tha interast rate on student Diract Leans is 7. a:i sarcent; for parent lcans itis 8. 38
pareant. boan fees are 4 percant, excapt there is no fes for Direct Consolidation Loans,

* The law required an implementation phase-in: 5 pazcant of the total loan volume in 1894-85, 40
percant in 1885-88, 50 percent in 1396-37 and 1897-38, and E;‘i.%{mrcsm in 1988.88, {The
DErCENTI0NS fm;;t\c f’n’st WO yaars arg jimdtations; for 12858 3? ang beyond, the percentages are
goals.} . . .

* 104 schoolwses participating i the 1984-85 acadermic vear, To éaw? the Federal govarnment
rag originnted more than $1.2 billion in stidert ioans to mors than 300,000 students at thess
schoois. This rmakes the Fadera!l government one of the largest lenders in thz ceumry.

& The inan program has been successiully zmp;emenwd by the ;amx:zpztmg schools with virtually
ng increass in statf,

& Schools are stil weihg seiacted for the 1995-96 academic year, lx is expected that approx:ma:ely
. 1500 schools wil pmzczpam, accounting for over $11 billion in naw student loan voluma.

* Ths new pronmm addresses the pmhlams of loan defaults by providing better cusmmer sarvice

400 MARYLAND AVE,, 5.W. WASHINGTON, ILC, 20302-015%3
[202) 401-31570



and offering more flexible and reasonsbie ban repayment options,

® The Departmant of Education bas used Diract Loans as fts swn “reinvention lab.” The stugieny
aid community has beén aguvely invelved in a8 phases of development of software, systems,
‘processes, forms, materials, and formal customer service components. .

What Are A Borrower's Repayment Options?

¢ Under the Individual Bducation Account, student borrowers have a variety of flexible repayment
pptions available 1o them: Standard, Extended, Graduated, and Income Contingent. In addition, all
student borrowers have the option 10 prepay their lpan without penalty at any time.

*' The Swndard Repeyment Plan (squires a borrower to pay the sameg armount each month (not less
than §501 and repay the loan over 10 years. For many borrowaers, especially those with smalt detr
lgvels, 1hig {zmvides 3 satistactory mechanism for repaying their loans,

& The BExtended Repayment Plan requzrﬁs zh& borrawe{ to make equal monthly payments (less than
would ba requirsd under the Standard Plan) for a period of time between 12 and 3Q years,
depending on the amount borrowed. Borrowets who complets their educations with very high
student loan debts ($100,000 or more is typical for medical students, for axample} will be able 10
extend the seriod of tmse available tor them 10 repay theair loans.
N Rl -,; 2NN LU £t

. The Graduared Repayment Plan anaws e borrower 1o fhake-lawer payments initially and the
payrnents vill incresse every Two years, The payments-Can'naver be less than 50 percent nor more
than 150 parcent of what they would be under the Standard plan. The ropayment period is
between 12 and 30 voars, dapending on the amomz ‘borrdwed.” The Graduated Repayment Plan is
avaitable for stugents who may have z high debt kwei bwwm a:e i1 jobis where the salary samed
in the aarher yaars :s raiazwaly law and will infrease as time’ gces on. .
' RSN ST s v &i’gi‘;‘f»‘ﬂ i”.“‘;&, Vaeba il :
* Under the In"ome Contingant He;}aymant Plan, the membiy repayment amount will vary with m
botrower's incomae and tha amount of the gobt. Borrgwers may choose o accept lower-paving
pubbic service jobs. Tha plan also will aliow borrowsrs to adjust their peyments 1© thelr income
while they are launching s new business or wcrkmg inss to focus on family casponsibiiities o other
mdiwdual s::uamns . T~

* Borrowers are frae to change their repayment plén to best suif their needs s their financis! and
parsahal situations change. However, they should recognize that wtal gaymems undar ma&g iast

. three plang af‘:s»?ska%y ta be qraater than under the Standard Repavmam Plan. ™, ..., o

* Thase rﬁpmt ogrtions will enable borrowers to managa their debt more effestivaly, thereby
significanty reducing the intidence of joan default. Recent studies of studsnt loan defaubers
indicate that the vast majority of students default because they are unable to repay thaeir loans on 3
ressonabie seheduls of paymenis, These new loan repayment pptions allow potem;ai z}afazzizers i
seiact 3 repayment piaa that meets their own persanal and finangial needs.

. #® Borrowers will be able zf} gat sounseling and assnstance in Setarmining the best option for tham
through the ﬁzwc:z Lgan Servicing Center.

® Sarvicing Center staff also will be zbie to assist borrgwers in applying for deferments and
forbearance i they drg temporarily unable 10 make payments on their loans dug to. unemplayment,



econamic hardshin or other factors that maka it impossible fur normal payments 1o be made.

‘ml. s

¥ ¥

Can Borrowers Consolidate Their Old Loans To Take Ad?&z;t&ge of Direct Loan Repayment.
Options?

* Borrowsrs who have loans under the. FFELP may consolidate these Federal lcans through 8 zmrer:z
Consolidation Loan if they are unable to negotiste satsfactory, income-sensitive repayment terms
with their current igan servicers. The horrower detsrmings whether or not he or she is satigfied
with the repayment terms offered by tha loan servicer. The toll free number for loan conselidation
information is 1-8Q0-455-5889. For ail other information on student financial aid, call 1-800-
AFEDALD,

. ‘Borrowers who have Direct Loans and other Fedural smdenz ioang {such 88 F“EL?’ Perking, and

- those administered by the Public Health Servicel may consolidate ail of their inans inte 2 singls

Individual Education Aggount, leav;ng tha borrower with onty one, aHordablie paymant to maks eash.

muanth.

. % Defaulted borrowers may aiso ”onsaitdate their ieans and bepefir from the income Cam;naem
Bepayment Plan,

. Direcz‘ Consolidation Loans are subjact 10 ths same terms and conditions as fe’cuiéf Direct Loans;
the interest rate for studentioany ig variabie and cannot exceed 8.25- percem and the interest rate

e 1o p s

for parent loans canniot exceed § percent, ‘%‘hara are no faes charged) = Tl e

* Hormwefs may sonsolidate any, of ail.of their student ieans md ara*abie 1o .ake advamage af the
range of repayment options avaiiabia under Diract Loans, v A},* P f'e**’- b

o oum, AR '*-,'T n ’ ‘?‘W&m""‘} i -"'iw'\;‘?‘ 1%‘}%{1 ‘jb
® There is RO MINIMUM of Maximum: iaaf: amount that can' be cmsclzdated :hroug;h 4 Oxmcz
{Zoasolfﬁauan Loaﬁ _ . ‘ B R I R e Rt
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THE WHITR HOUSE

. ' OFPICE OF THE PRESE SECRETARY

$!

Qatqbur 23, 1994
REMARXS BY PRESIDENT CLINTON IN PRESS CONFPRERENCE
on tha

INDIVIDUAL EDUCATION ACCOUNT PROGRAM

THE PRESIDENT: Good afternoon. Ladies and gentlemen,
whan I bacame Praasldent, I d4id so with a commitment to help more
americans seek a higher education, because it was important for our
people and important for our long-term economy.
A big part of the problem of getting more Americans into
cellege and having them stay there has been the broken federal .
college loan program. It's too expensive; it did not prc?zde Coe
eligibility for too many middle-class people; and there were too many
people who didn’t go to collage or, having gone to college, dropped
out, becauase thay never thought they could meet their rapayment .
options. There vere others who wers frustrated becausa they thaught
they couldn’t take a job they might want because they slmply woaldn’t
“rn enough money to meet their repayment obligations. %%
Today, I want to talk about what we have done to flx
.iat system, We already gilve Americans looXing forward to”thair
retirement the chance to save in what we ‘called an' Individual #- i
Retirement Account. Now, we offer’ people at the bﬁginningfaffth&ir~ﬁ
careers the chance to pay for college’in’ what we ﬁall Indiviﬁﬁalé “*’“”
Education Accounts. Here‘s how it works. P AE Y v
. The Individual Education Account anablaa you ta‘bcrraw
nmoney for college and then to determine how beast to pay it ‘back in
the way that best fits each indivicdials’ needs as their work life e
" changes. There will 'be four ways to tepay the accounts, and people
%will be able to switch back and forth among payment options at any
time and at no cost, depending on what’s best for them.
Under one option, you can simply pay a fixed amount back
- on your loan over. 10 years. Two other optionn will permit people
with very high debts to spread their repayments over a longer period
of time. And as I promised during our campaign, pecple will be able
to pay back thelr debts as & parcantaga of their Incomes for the life
of the loan,
Thie income contingent repayment, or pay-ag~-you~can
aption will give peopla the chanca to stayt a businesa, do commﬁnlty
service, work as teachers, police officers or in other public
sexrvice-oriented employment, and make payments in smaller amounts in
the early years if their wages are lowar.
Our plan eliminates the middle man in the . atudent loan
‘roaess, who used to impose enormous and inefficient transactions

!Nw" S

/n “.‘"3;‘4

‘ts and, in so doing, to save $4.3 billion for U.S. taxpayers and
billion for students in lower Ican fees, It means that more
pecple will be able to borrow in a simple, falr and affordable way.

Over the next few years, as part of our larger school
reform, named for Congresswan Bill Ford, who’s retiring this year,



sry American will be eligible for an Individual Education Account.

ext year, 4¢ percent of all of our collieges, some 1,500 of them,

. ceady, 306,000 students have taken ouf these new c¢ollege loans,. By

~wiasg, but I know for a fact my parents. aravnct going' to be, able. o

like to know-if students not as rich as- others will get tha‘igg;

- - * -
A - L

will be enrolled. In January, we’ll aanounce a phased in plan to
allow nillions 'of people who have already borrowed for their
educations, to conscfidate loans into an individual education aceount
and get the benefits of these new repayment options.
As more and more migdle-income Americans will discaver,
this .is a very good deal, which is a very important part of Emerlca’s
long=-term strategy for economic health. .
Unfortunately, there are those who don’t suppart thia
approach and want o take us back te the days when working families
couldn’t afford to sent their children to college, Every single one
ef our political opponents voted against the college loan reform
plan. Most of them have now signed a contract telling us what they

‘would do if they wzontrolled Congress. They would give a $200 billion

tax cut to the wealthiest Americans. They would explode the deficit
and, to help pay for their promises, they have made a specific pledge
to cut the student lean programs for three millicen American student
borrowers every year. Well, our contract is with the future. I
donft want to go back, and I dmn't believe the American people will
sappazt this approach..

Ten days agoe I got a letter that shows how zmpnrtant
this issue is. A lé-year~old boy nawed Artur Orkisz, who immigrated |
here from Poland Jjust four years ago, attends Elk Grove School in Des
Plains, Illincis -- here’s what he wrote me about his dream of gmznq

to college. o e
*Since I came to the United States my dream has besn tc, RS

tend a school like Harvard or Stanford. I rank numbar one in my

pay my tuition if I sheuld get accepted to a good unlvexalty. X’dwi

opportunity to fulfill the American Dream and‘graduate from al gre“w§ﬁ%
un;v&r51ty. L gﬂ;;

Well, Artur, if you‘re 1istaninq, I got your ﬁessaga and
the Individual Education Account will help you get your wish.

tokw
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William D. Ford Federal Direct Loan Program

Individual Education Accounts

The Individual Education Account will make the American dream of an

. affordable coliege education a reality for many more young pecople and their families

who thought it was beyond their financial reach.

in the last fifty years, ever since the Gl Biil, millions of Americans wha never
would have gone 1o college have been given an opportunity 10 get an advanced
sducation. The creation of the Individual Educatmn Aceount foliows in this radition
of ensuring that every generation of Americans gets the help 1t neads for a firstraig
postsecondary educanon :

., . Tharising cost of an education in the last decade has led many more Amaerizans
to borrow In order to go to college. But many borrowers feel “saddled” with the large
“fixed" monthly repayment requi rement in zhe first maonthg and years aﬂe{ ihey
graduaw : :

The newly-created Individual Education Account, part of the William D, Ford .
Federal Direct Loan Program proposed by President Clmtcm and passed by Cmngrass“ + f'f;.;f i

-

- offers flexibility- and sez:uniy, sireamiings the ican prac&ss saves zaxpayers mongy,. -

*

and gzves bar{awers more control over the:z career chmmst%nq fzt s fam:iy«fﬂémiy ’?;é ;;» e

i g ¥

hE T «"f ‘MZ);V Nﬁg}ﬂx}‘&"‘{-

.}usz like a home mortgags, the ;m}gzam gives borrowars a variety of repayment
options ﬁes:gned o fit the individual's financial situation. For example, it students
. NEnt e pursue 3 public service career or start a business; the. Endmduai EBducation
kucaunt can hal p them manage the:r payments w make these career nhoices possible, . -

i

l 8ENEFITS OF THE IN{)IVIDUAL EDUCATION ACCOUNT

et '*1‘ C;—iOICE -AND FLEXIBHATY FOR BORRQW&RS: The- Indivicual Ed.eation
Account allows borrowers the choice and flexibility they need o repay their
joans in the way that best fits their career paths and individual needs, The
Individual Education Account allows students options 16 bay back their Direct
Loans in one of folr ways ~ and to switch plans throughout their work life a3
their financial situations change. The four repayrmernt options are as foliows:
) Pay-As-You-Can Plan: Under this plan, a borrower's monthly
payment is based on his or her annual income and loan amount. Since
the repayment is a'fixed percentage, repayments rise when income goes -

Hio \{%é‘{i&‘\‘ﬁ AVE.L 8 W, WASHINGTON, DL 20000131
12021 4GI-18VE

Dt PUERION (340 cRSUIC PELGE BOCFEE 10 eduCation OAd 10 PrOmOle SEUCH LGNS reteilpnce tAroughtyl e Xatun .
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up and decline when income decreases.

¢ Standard Repayment Plan: Borrowers ¢an siill choose the
standarg fixed payments over en years.

‘& Exwended Repayment Plane Under this plan, borrowers can extend
their repayments aver 12-30 years depending on loan amounts.

®  Graduated Repayment Plan:  Under this plan, borrowers have
lower monthly paymaeants initially, with payments increasing avery 1wo '
years over 8 peried of 12-30 vears.

2. NEW PAY-AS-YOU-CAN PLAN: During the campaign, the President
pPromised 10 create: a new option 1o pay back ioans either through community
service pr as a percentage of a borrower’s income, Americerps fultills one-haif
of this commitment, the individual Education Account tulfils the &Ther nalf.
The Pay-As-You-Can Plan -- or income-contingent repayment plan « aliows
“borrowers to take risks and start their own.business, accept lower-paying
community service jobs, or take time off 1w care for a child or sick relative. |if
a.borrower does not repay the 1{28{‘1 within 25 vyears, the remammg hatance
would be forgiven,

3.  AFFORDABILITY: The Individual Education Account is part of the
willism D.” Ford Federal Direct Loan Program, passed in the President's -
economic pian, This program lowered fees and mwresz rates for ail berrowe.s

both with an Individual Education Account and in the traditional s’tudemul{}an‘

programs. Indeed, loan fees have been lowered from as high as 8 percent 10
4 percent, saving studemts more than 32 billion. The interest rate of the
Individual Education Account varies depending on marker intérest rates,
Currently.. the rate for student borrowers is 7.43 percent. - It can go up or
down, but cannot be higher than 8.25 peccent. 1T is estimated that millions &7
former students currently have student lcans with interest rates higher than
7.43 percent or 8.25 percent. These borrowers will have the opportunity to
convertur cansolidate thelr loans into Individual Education Accounts.
4. MORE DIRECT AND SIMPLE BORROWING: Borrowers obtain loans directly
through schools and des! with oniy one servicer. The current confusing and
costly system of banks/ guaranty agencies, secandary markers and loan
servicers frequently leaves students adrift in a bewildering sea of red 1ape.
With an Individual Education Account, the borrower recaives the toan directly
through his or her school and makes one payment 1o one servicer for all of his
ar her student loans.” And, the borrower recgives only one monthiy statement,



*

Contact: Kathryn Kahler, 401-3026.

3

. NATIONAL EFFQRT TO smoumsf Posrs‘e*f:zma,qmn
OPPORTUNITIES:

Study after study documents that the ability 1o seek g postsecondary education
is critical 1o the lifetime eamings and apportunities of Americans. Y1, 100 few young
peopie do not fully understang their existing .opportunitigs -~ no less the new
apportunities offered by the William D. Ford Federal Direct Loan Program and the new
Individual Educhtion Accounts. As 2 result, Secretary Richard Riley and Deputy
Secretary Madeleine Kunin will lead an effort to promote new postsecondary education
opportunities. These efforts will include a 1-800 number; newspaper and television

‘campaigns addressed at young people; and mailings to guidance and financial aid

counselors at high schools and pmstsewndary insttutions regardmg financing
apportunities.

. HOW DO PEOPLE GET INDIVIDUAL EDUCATION ACCOUNTS?

There are two ways borrowers will be able to get an Individusl Education
Account, First, they can get a new loan from one of the schoois participating in the
William D. Ford Federal Direct Loan Program, This year, 104 colleges and schoots are
participating in the program, and more than 300,000 students are receiving these”
loans totaliing $1.2 billion. Next year, approximately 1,500 colleges and schaols will

_participate in the Direct Loan Program, amounting to about 40 percent of new student
jloanwvolume. Over the next five years, évery college and school and over 20 million

Americans will have the apportunity pay back tﬁer student lcans through an

<+ Andividual- Educamm &ccount

u ‘\w‘r-g—‘& ok

. The sécond way that borrowers can get an Indmduai Education Account is by
z:czwertmg or consolidati ng -thelr existing student Ipans that are in repayment i into the
new program. The Président has asked the Secretery of Education 1w work with
Cangress to devige a plan bw&amary 31, 1385 that will ensure that consaolidation -
opportunities are offered in 2 way .that is efficient, manageable, and prudent,
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FOR RELEASE: &.m. papers . fontact: Stephanie Baby
September 2, 1%84 _ ’ . £202) 401-231:
or

Jane GLickmsn
{2027 401-13207

STUDENT LOAN DEFAULTS DECLIVING
RILEY SAYS

The costs associaled with defaulied student Ioans have deciined fof the third straight 3 vear, reducing
taxpayers' burden by miilions of doliars, U.S. Secretary of Education Richar¢ W. Riley announced
today.

National default rates 2lso have dropped substantially, from 22.4 percent in fiscal year 199010 15.0 -
percent in 1992, he satd, The FY 18972 defavlt rates are the most current data availsble and represent »
snapshot in time of borrowers scheduled 1o begin loan payments in FY 1292 and who defaulied in
either that vear or the following year.

In releasing default rates for each of the 8,504 schools that participate in federal student aid programs,
Riley smd, "After years of rising defaults, it's going the other way. We can see substantial progress
through the cooperative cffurts of {;‘feﬁgrcss schools.and the Education Depariment, ‘x’et more
progress needsiobemade 0 v 5 0
21, DT )‘ Lot

The U.S. Treasury will pay out an-estimated 32 bllimn to cover defautied student loan cosis in the
current fiscal year (FY. 1994} Defaultcoststhil an all-m‘z& high'of $3.6 billion in FY 1891, but have
dz‘opp‘*d steadily each year singe, i Mo

b AU Ly O ~L::‘- . .
A’'substantial iriciease in chllections this year shw 14 help reduce costs further, Riley said. In FY
1694, the department will collect more than $500 million on both old and newly defaulted Joans, a
189 percent increase over last year's collestions (3173 miliion). As & result, the net default costs will
be an estimated $1.41 billion this year. '

Loy,

S,

Inereased collections are attributed to more effective collection methods, reflected by indicators such
a5 & four-fold increase in the amount of money coliected from federal income tax refunds withheld.
This year, the department also began collections on many of the 1 million accounts assumed from the
now-defunct Higher Education Assistance Foundazzon GHLAF), orite the largest gaarantor of student
loans,

Riley auributed the decline i defaults to a nomber of factors, including tougher oversight and the
department’s default reduction initiatives. For example, schools are required to discourage defaults
through efforts such as providing borrowers with financial counseling. Penalties for default also are -
tougher.

The department has statutory authority o take sanctions against schools with high default rates;
schools havethe right o appeal. The Higher Education Amendments of 1992 (P.L. 102-325) mandate
that schools with default rates of 25 percent or greater for three consscutive years face loss of
eligibility in the Federal Family Education Loan Programs. This year, 447 schools are affected by this

hitp:/fed. gov/PressReleases/09- 1994/ defaulhtm] I 12/1/00
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provision. Historically Black Collegés and Universities are exempt from sanctions until July 1998,

In addition, under department regulations, 2 total of 376 schools with FY 1992 default rates greater
than 45 percent, or grester than 40 percent without a reduction of at least 5 percentage points from the
previous vear, maay have thei eligibility (o participate in gli fedcrzz student aid programs, mcizz:i:zzg the
Federal Pell Gramt Program, resiricted or terminated.

Riley said President Climon's direct Joan initative will make it easier for borrowers to avoid defauit
through 4 range of flexible repayment oplions, including one based op income. Mor2 than 100
schools now offer direct loans, and more than 1,000 additional schools have been accepted into the
program for the next academic year. ‘

efauliers also face serious sanctons. In addition to federal income 1ax refund offset, they become
n*‘ilazbm for further federal student sid (both loans and grants}, risk being denied credn cards or
other loans, and may have thelr wages garnished.

n
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Speeches and Testimony

Contact: Jane Glickman (202)
401-1307

Stephanie Babyak (202) 401
2311

Statement by
U.S. Secretary of Education Richard W,
Riley

On the Student Loan Default
Rate

Washington, D.C.
October 2, 2000

#

Tacﬁay, | have great news for education and great
news for America's taxpavers. | am happy o report

that for the eighth consecutive year, the student loan -

cohort default rate has d&cimeé and :t is now :zi its
lowest point ever. .

The national loan défault rate Was &g ;)i?f{:&ﬁi for’
fiscal year 1988, down from 8.8 percent | in'the -

* previous fiscal year, This new default raterepresants
the most current data avallable. Hrepresents the
cohort of borrowers whose first loan repayments
came due on or after October 1, 1897, and who
defaulted befors October 1, 1994,

Eight years ago, the defauli rate hif a peak of 22.4
percent, Every yaar this administration has held
office, the default rate has declined and in this final
year of our tenure, the default rate has hit an all-time
low. That means that over these eight years, we cut
the default rate by more than two-thirds, and that's

. really somathing to celebrate.

And that's not all. American taxpayers have saved
$7 billion as a result of the decline in the default rate,
anocther 37 billion as a result of our default coliection
efforis, and an additional $4 billion from reductions in
interest rates and fees on direct loans. That adds up
0 $18 billion in savings for taxpayers.

Pwant to point cut that amendments to the Higher

hitpr//iwww.ed.gov/Speeches/ 1 0-2000/041002 him)

Page 1 of 4
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Education Act of 1998 changed the way we
determine when a borrower is in defaull. Previously,
a borrower who went more than 180 days without a
payment was in default. Now, a borrower who goes
more than 270 days without a payment is in default.
This accounts for about half of the reduction in the
default rate. But even if we used the old definition,
the default rate would still be at its lowest point ever.

The record low default rate means that the
overwhelming majority of students are meeting their
responsibilities to repay thelr loans, And the U, S,
Depariment of Education is meeting its responsibility
to be vigilant in our stewardship of the taxpayers'
money. We are serious about heiping Americans go
to college, and we are sericus about protecting every
precious taxpayer doilar.

A number of faciors account for the dedling in the
defauli rate;

o The U. 8. Department of Education has
helped borrowers to devise workable . ..
plans so that they can make their . .
payments and avoid default. o

o The sconomy is healthy and the- - .o .
unemployment rate is at a 30wyear low.. . o0 .o -
That means more peepie are, w&r& rzg g “
and able t0.pay back'thel aiaans 3%1‘ TR RS ?g ST

o We Rave fiot been shy about. usmg the. .. .
powerful tools authorized by C}{}ngmss Zz)
coliect on defaults and remove schools.
from the program that are not willing to ‘
fulfill their responsibilities. In fiscal year T
1898, we recovered $4 billion on
defaulted lpans, compared with only $1
billion in fiscal year 1992, And during the
Clinton-Gore administration, we have S
removed over 1,300 schools from the
loan programs--850 because of high
default rates and 500 due to loss of
accreditation or other violations. in fiscal
year 1998, only 11 schools were subject
to sanctions as a result of high default
rates. | guess some folks have gotten our
message about being serious.

o Qur partpers in the sturdent loan
programs--colleges, trade schools,
tenders, and guarantors--have also been
vigilant in their collections and outreach

http/iwww.ed. gov/Speeches/10-2000/001002 bl _ EE/21/00
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efforts t© ensure that borrowers
understand and meet their obligation.
The Clinton-Gore administration's
initigtives to make college more
affordable have helped to limit the
amount of debt that students have after
they graduate and have helped famifies
pay for coliege. These initialives include
Hope and Lifetime Learming fax credils,
more work-study slots, and, if our budget
request is met or exceeded by Congress,
more than a 50 percent increase in Pell
(Grants, bringing them to a record high
jevel. Together, these initiatives have
helped to tower the default rate while
increasing educational opportunities.
Since 1993, we have cul student loan
origination fees in nalf and reduced the
interest rates on all student loans. And for
students in the direct loan program, we
have cut origination fees further, The
administration has launched a number of
other incentives to lower tha cost of
barrowing and help students prevernt
default, These includs lower interest

rates for direct loan horrowers who repay . -
through e%emmnic-deﬁii»apcoams; it WY

rebates for direct loan borrowers who., . . 1M '. L

make their loan payments on time; 1and a , ,»,
discounted interest-rate to students: whn
consolidate their loans with the direct i
lending program and repay on time.
Many lenders in the Family Federal
Education Loan Program also offer
incantives for on-time payments.

Finally, we have given borrowers more
repayment options, such as the income-
contingent repayment plan, which makes
it easier for borrowers to meet their
responsibilities.

These are all important improvements, and they are
part of the real progress thal we gre seeing in
American education.

SAT math scores have hit a 30-year high. More
Americans are going to college than ever before.
The highest percentage ever of low-income hzgh
school graduates are going to college. Thereisa
surge in college-going among African-Americans,

httpr/fwww ed gov/Speeches/ 1 0-2000/001 002 .himl
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and more than one-fourth of all students in higher
education represent racial and ethnic minorities.

In addition, in 1999 we had the highest percentage
of 25-29 year-olds with at least some college, the
highest percentage of citizens having completed a
bachelor's degree or higher, and the highest
percertage of students enrolling in college directly
after high school,

The American people have made education their
number one priority. Now itis Congress's turn. | call
upon the Congress to pass a budget that will fully
fund the president's request for GEAR UP to ensure
that more young people plan for college, that will
reduce class size, hire new teachers, relieve
overcrowding in.our schools, expand after-school
opportunities, and help working families pay for
college. '

This iz an historic moment. We musinot inse i,

-~
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DEPARTMENT OF EDUCATION
[CFDA Ho.: 84.330]

Otfice of Elementary and Secontary
Edugation-—Advanced Placement
ingantive Program; Notice Inviting
Agplicatinng for Now Awards for Fiscat
Yoar {FY} 2880

Purpose of Program: The Advanced
Placement Incentive Program provitdas

granits t0 Stales, inchuding consontis of |

States, to ensbic them to {)ay advanced
F?acemmﬁi iast feas on belalf of eligibie
ow-ingums individualy, and te

placement tesis; and (o] the svailability
ol advenced placemen courses in
schonds serving high-poverty areas
{horsinaller referred o s “section
835{d)1) activities™]. Sxamples of
section #1841} activities may includs,
tnst ate oot Hniited to. projecis that
provide studen access io sdvanced
piacement courses online, amd
prafassional devstopment institutes
dasigned 1o propars teschers 10 teach
advanced placement courses. An SEA
may upply for fumds under this program
bath to sssist it in mesting the
reguiremant that no sligible low-lncons

underiska activities designod 10 INCTEASE  gisdant in Lhe St be reguirad (6 pay

she participation ef Jow-sncome
stndenis in advnnced placement courses
znd Insts. For FY 2000, wa encoursgo
applicents to desipn projects that meel
the invitations! priority ia the
PRIGREITIES section of this application
notice.

Eligible Apsdicents: State educational
spencies (SEAsi in any State, inchiding
the District of Columbia, the
Cenninonwealth ol Pueris Rien, the
Virgin Islends, Guam, American Samas,
the Northern Marians islands, the
Republic of the Marshall Islands, she
Federatod Siates of Micronasis, and the
Ragui;]ic of Palas,

vodiine for Transmiital of
Applicntions: Mack 27, 2066,

4 3 Boudiing for Intergovarminantal
© Bovigw: April 28, 2800,

Applivaiions Avalloble: February 10,

O i
T i T L B S M
s ST eEstimated Avnilable Fundz,

515,060,504,

~~Estimated Ronge of Awards: $50,000

e $1,200,000 por your,
Estisnated Averags Size of Awards
5375,004 par yaar .
Estimuatod Number of Awards: 40,
Note: These aulimates s projections for
the puidance of potasial applichnts, The
Dagmriment is 5ot Bound hy any estimaiss In
this rotice.

Projeet Pecind, Up 10 38 months,

Allawilsin Activities

States receiving grants under this
PIOTFHM May use the grant funds to pay
patt or ali of the st of sdvanced
placament tost foes for Jow-ineeme
individuals who (1) are corglied in an
advanead plicement elass: and {2) plan
to ke an advanced placoment et In
addition, SEAs in Statey in which na
eligible law-income individaal is
required fo pay more than 2 nomiaal fee
1 lake advanced placemest tasts in core
subiocts may use grant hods for
setivities direcily related to increasing
{a) the enroliment of low-incoms
individuals i advanced placemant
courses (bl the participation of low-
incomy immfividuals in advancad

more than s neninal fee o lake
advanced placement tests in corg
sultinnis and for section 818{¢H 1}
activities.,

Priorities

fa) Absofure Prioritv, The Dopariment
is esteblishing an absolute priority for
propossls 1o use grant funds 1o pay
adyanned plicement text fees on behaif

- of eiipibie low-income fndividuals, We
have chosen tis priority from the
alowahle sctivities specificd in the
program staiule (see 34 UFR
28305 0H2v) und seation Rif{n] of
Title VI, Pan B of the Higher
Educstion Amendments of 1908 {20

1.8.0.10702-21, note)).

To implement this priority, the
Depanimant inlends 10 find. o1 some
iovel, sl applications {1} masting the
minhmum REQIHREMENTS FOR
APPROVAL OF APPLICATIONS.
described in the spplication packapa;
and (2] proposing to use grant hunds for
the purpase of paying part nr sl of the
cost of advanced plazement test foes on

“~. behatf of eligible low-income

tadividuals in the Sizte, For
applicationy that proponss 1o use grant’
funds o pay advanced plecement test
fous and to support section §18{d}1)
seiivities. the section of the application
~plopesing Wiuse gruit-funds for sectios
Bratd)(1) astivities will b eveluated
hased o the SELECTION (RITERIA
describied in the application package
{see 3¢ OFR 75.105{cH3lL
b1 invitutioned Priovity. The
DBapartment is particudarly interested in
applications from consortia, or groups,
of States i undertake section 8184dH1).
activities. The consortiun: may be
comprised of SEAs fromany
comhination of States. Undar 34 CFR
75.105(c){ 1k the Depariment does not
give an appHeation that ments this
invitaiiona! pricrity a compstitive or
ahsoluie preference over spplisations
that do nol meet e Hrvitational
priavily.

Aliacation of Fuandds |

“The Department intends 1o allocate
anproximately $4 millon of the funds
svatfable wader this program w Statey
for the purpese of paying advanced

Jacemani 195t fees oo behalf of eligible
low-ncome individuals. The
Separimont itends te allocme
spproximately §13 mitkion W $istes to
suppor section §10{d)(1) activities. In
determining grant award amounis, the
Dupartmisyt will consider, among olher
things. the number of children in the
State aligible to be eountsd under
saction 112¢4c] of the Elemautary and
Bacondery Education Act of 1485, in
relation 1o the number of such ¢hildren
in nif Sates,

Sglection Criterin

The Sucretary uses the selection
criteria published (o 34 CFR 75.208 and
75.215 1o syniuste the section of the
application thal proposes t¢ use grant
funds 10 suppori seciion 316{d)(1)
gutivities, The applicetion packags |
inchides Y SELECTION CRITERIA and
the points assigned 1o vacl: criterion,

Applicable Regulations and Statute

Thea Bdecation Deparumsnt Generst
Adwinistrative Regulations [EDGAR in
34 CFR Parts 75, 77, 75, 80, 41, 82, 43,
86, ad 99, Title VI Part B of the
Higher Bdueation Amendmentg of 18008
{1988 Amendments), 26 LL8.C. 10709
13, note

The following definitions and ather'* «

grovisions are taken from the Advanced .

Pracemeit Incantive Program
authorizing statuie. in Titde Vi, Part B
of the 19498 Amondmenis. Thoy are
sapeatedd o this application notice for
the canvenience of the applicant.

{efinitinng

As usad in this sechion:

{a} The turen advenced plocoment test
ingludas anly an sdvaneed placement .
tesd spnraved by the Secretary of

“ Education for the purposes of this

progre.

Naote: To date, the Seorsney has approved
advenced plecerent tests admisistored by
The Coliage Hoard and Internationul
Buancelaurcale Crganisation, As part of the
grant application process, applicanis may
request approval of lesls from other -
ednostinnal entilics thid provide compamble
Frograms of rigovous neudendd coutses and
testing through which students may earn
coflege erudil,

(bl The lerm fm-income individual
has the meaning given e lem is
seciion 402A1g1H%) of the Higher
Edusation Act of 1965 {HBA (20 1.8.C.
$1670a111g}2))

Natr Under section 4024 0)2) of tha HEA,
the terin lpw.dncoms indivitlua! mesns sn
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individusai fiom ¢ lamily whose texable
incorse far the preceding year disl nat exceed
158 peroent of on amveni equal o the
povetly level deterssined by using vrileria of
poverty eslablished by the Buresy of the
Cemsus B LUSE 10 umTg)2])

Infsrmation Dissemination

The 5EA shalt disseminate
information regarding the availsbility of
lest fae payments under this program to
eligible individuals through secondary
schual {eachurs sud gunlance
counselors (20 VS0 3070a-11, note

{b))

Supglement, Not Supplant, Rule

Funds providesd under this program
rrust bo used to zupplemant and aot
supplant aother none-Federal funds that
are svailable to sssist bow-incoe
individuals in paving sdvanced
plateinent test foas {20 U.S.C, 1070811,
apte (dif2})

For Anpiications or Infermation
Contach: Frank B. Rohinspn, 118,
Departmant of Bducation, Schiool
Improveinent Programs, 400 Maryland
Avenue, $W. Roan 301853,
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Washingion, DC 202025140
Telephane [202) 2802664, Tnlernel
addrass: frank—robinson@ed goy

Individusis who use a
telecommunations dovics for the deal
FTI) may call e Faders! Information
Ralay Servics [FIRS] at 1-800-877-8320
between 8 a.n. and 8 p.m., Pastern time
Mondsy through Friday,

Individuals with dissbilitios may
shasin this document in an alternate
format [e.g., Bradlle, Jayge priny,
audictepe, or sumputer disksite] upoy
request to the contact porsom Hsted in
the praceding parageaph. individuals
with disabilities may obiain a copy of
the application package in an aliernste
format, alss, by contacting that pmeson,
Heowever, the Department 13 not abls to
searnduce inan ailernate format the
standard forms included in the
application packege.

Electronic Arcess (6 This Document

You may view this decoment, as well
az ull other Degrrtment of Edncation
dotumants peblished in the Federat
Repister, in text or Adabe Portatile

LN

Dlocument Formad {PEF} on the Internet
at either of the following sites:
httpefiecip.ed goviiedreg him
hitp/fwww sd govinews sl

To use the PUF, you must bave the
Adaols Acrobat Resder Progrom with
Search, which is avéilable {res st aither
of the previous sites. If you have
suestions abiout using the PRF, call the
U8 Covernment Printing {Hfice tol]
fron ot 1-8R8.1483-8458; ar in the -
Washinglan, D8 srea o1 [J02] 512-1830,

Note: The officiul vorsien of & dosument i
the demment published in the Fulera)
Ragister. Freo lntersiet acoess 10 the officiat
cdition of the Fedetat Register and the Code
of Federel Kegulations is available on GPO
Acress at: hitp/f www.access.gpo govinnral
ipdexhunl

Program Auathority: 20 U 5.0 i070a-11,
nate.

Dated: February 7, 2006,
Kichael Cohon,
Assisiar Seerstory for Ehmrentary vad
Boeondary Hdueation.
IFR e, Go=T00800 Pllad 2= B:4% w)
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Remarks as prepared for éeiivery by
U.S. Secretary of Education Richard W. Riley

Annual Back to School Address National
Press Club

Washington, D.C.,
September 15, 1598

The Challenge for America: A High
. Quality Teacher in Every Classroom

Wehcast of the Secretary's speech,

Goad afternoon, At the beginning of every school year, | have

the good fortune to come ta the National Press Club to give my .
"Back {0 School” address. I have been traveling from Georgia to
the Pacific Northwest ag part of my annual back to school push,
and | can tell you that America's schools are overflowing with
children. It is an exciting time for children and parents; but in 100
many cases czzzr “schools are overcrowded, wearing out and in -

’ ciezsperate nee:i of. modem zation.

Q‘i IR -
(AR T qet

As | noted in our amaai r&port on the "baby-boom echo” which we
released last week, we are once again breaking the national
enroliment record. There are currently 52.7 million young people
it school and more on the way. And'in the next ten years we will
need to recruit 2.2 million teachers to teach them.

This is why [ believe that the education of our children should be
this nation’s number aone naticnal. g}ﬁcrtty in ih|s time of peace and
prosperity. | also beli eve that this 5 me patrioti: thing to do as
well,

Like many of you | had the opportunily to see the movig, "Saving
Private Ryan.” It is a2 wonderful movie that acknowledges the
sacrifice of a generation of Americans who did their duty in World
War Il. Tom Hanks plays Captain Miller, an English teacher, who
does what he has o do, even at the risk of his own life. | believe
that the new palriots of our ime will be those Americans, young
and old, who go into teaching to ed ucate this generation of
children.

And { will tell you this — as | trave! around the country, parents tell

htin-ffaning ed snviReeershec/QROGTA Wl 174001
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me again and again that they have very clear priorities about what
we should be doing here in Washington. They want safe schools,
our help in building new schools and medernizing old ones,
smaller classes, and the assurance that there Is a good feacher in
every classroom. This is the nation's business and we nged to get
on with it

If Congress is serious about getting dollars to the classrooms, |
urge them {0 enact our legislation t¢ modernize our schools and
reduce class sizé by hiring 100,000 new teachers. Rearranging
existing programs, which seems to be the intent of the Congress,
does nothing to address the real challenges facing schools today.
in addition, Congress shaould fully fund the President's inifiatives in
the Appropriations bill that they are now considering.

The focus of my speech is on what we must do to prepare the
next generation of teachers and this is why | am releasing a report
today entitled, "Promising Practices” whigh highlights new ways
that we can improve teacher quality. This publication was
developed following a national search for models of excellence
that address the needs at every siségés <>f & teacher's career,

In preparing my remarks b have had t?}e gocd acivzce of three
members of my staff - two f@rmer Natmﬂai Teachers of the Year -
- Terry Dozier and ?s.flary Bein BE &gen -4 as well as that of Paul

v Schwarz, the former principal of a-nationally {ecogmz&d high
school -- Central Park Easz in New Yarx Czty Like alf good
teachers Terry, Mary 8@3& and Paul‘Have ¢lear opinions about
how we can improve &meﬂcan edﬁcaﬁ{m in other words, they do
not mince words. Scz H want e1th£-zr" i

Missing the Mark in Recruiting New Teachers

L am concerned that we are missing the mark when # comes to
preparing the next generation of teachers, We do not seemto
recognize the magnitude of the task ahead. In the next ten years,
we need to recruit 2.2 million teachers. One-half o tworthirds of
these teachers will be first time teachers,

We have more than a million veteran teachears on the verge of
retiring. The first chart attached {o my speech makes this point
very vividly . By my reckoning, we are about five years away from
a very dramatic change in our teaching force.

The vast majority of these experienced feachers who are aboul to
retire are wornen, This, in fact, may be the last generation of
women who went into teaching because there were limited
opportunities in ¢ther fields. In 1998, women have many more
gareer options - and that is a very good thing for our nation.
These new opportunilies for women will require us, then, 1o work

hitne-Fuarwrw 2d oae/SneorhrGROG1 8 hirad 174461
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much, much harder to recruit and train a new generation of

. : teachers.

Many people ask me whether we have a teacher shértage. My
answer is yes. We face a shortage of high quality teachers. We
are already seeing spot shorlages developing in specific fields of
expertise -- math, science, special education and bilinguat
education. The recent news that New York City recruited math
teachers from Austria highlights this growing dynamic,

Schoot districts usually find a way 10 put somebody in front of
every classroom, and that is the problem. Tos many school
digtricts are sagrificing gquality for quantity to meet the immediate
demand of putting a warm body in frond of a classroom. Thisis &
mistake. Even now, 100 many school districts are issuing
emergency licenses. '

Many of these emergency teachers are dedicated and want to do
their best. But | have heard about and read too many horror
stories about provisional teachers who are teaching by the seat of
their pants with no preparation and no guidange:

The coming wave of retirements has aﬁormous ampi cazians in our
continuing effort 1o raise standards o deveio;; suizcessful

. : " recruitment strategies, and prepare new {gachers’ Weé also need
1o recognize that'the teaching professzonezs c.framatacaily changing:
- the Lge of compute*:rs teaching m ieams yaand the ré%egmtuon
that children learn’in’many-differeit ways % “A1E just imree of {he
many factorg reshapmg thig: demandmg professz&n ABG ‘

S A T e

Three other éyaam:cs also require our aiiﬁmili}n. the increasing
diversity of our classrooms and the lack of diversity of our
teaching torce; the increasing number of special education e
children and Limited English Proficient (LEP) children in the
regular classroom and teachers who lack the training to teach
them; and the need for.many more incentives to keep veteran
teachers up-to- daie and in the classroom, Tt e

What is Wrong with the System_

| believe we also need to 1ake a hard look at the very structure of
our current teaching system and get an with the task of
modemizing it as well. We cannot gllow an cutdated feaching
system to frustrate and even destroy the hopes and dreams of too
many teachers.

. ‘ " . The task is multi-dimensional. For example, toc many teacher
education programs are focused on theory and not enough on
clinical experience. .

Mtm- ffamene ad anufQneankac QRO & bimd 174
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Also, the current certificalion process is a cumbersome obstacle
course that has litile to do with excellence and much more {o do
with filling out paperwork,

And once a new ieacher enters the classroom we allow 2
perverse "sink or swim” approach to define the first years in
teaching. New teachers are usually assigned the most difficult
classes in addition to all the extra-curricular activities that no one
else wants 10 supervise. Then we wonder why we lose 22% of
new teachers in the first three years -- and ¢lose to 50% in our
urban areas.

This churning process and over-reliance on emsrgency teachers
just dossn't cut it in my opinion. Imagine the outery if 2 quarter of
all new doctors left the profession after their first three years. This
is why | encourage local school districts (o develop some type of
{}ng-term induction or mentoring program 2& help new 2eachers
stay in the profession.

Creating a National Partnership

Education, as | have said many times before, is a state .
responsibi f;ty, a local funclion and a naticnal priorily, We canmi i :
address the task at hand in a piecemeat fashion, We need g %- iyt
nationwide_parinership among K-12 leaders, oar higher éducation ™ - 2.
community. and political’ ieaé&rs at all Ievai SRS S g y S

. !. ‘-«yh‘(k w\k ci—-:"

Now a great deal of a?fzm has goheinto improving and supp{zrﬁ g et et
the teaching profession in'the last decade. Thie Natic oAkt
Commission on Teaching led by Governor Jim Hunt of Noth™

Carolina and Linda Darling Hammond has provided an gxcellent

“road map” to improve the feaching profession. This is all to the

good. Bul now we need o make things happen and go to a new

level of intensity.

And | assure you -- we will place a very strong emphasis on
teacher quality when we ask the Congress to reauthorize the
Elementary and Secondary Education Act next year. The
biparisan leaders of the Congresswnal educalion committes
undersiand zhzz need, and we will be working with them to shape
that legislatio

Improving Recruitment

There are other steps we can take now to encourage more
Americans to enter the teaching profession™™

The Clinton Administration strongly supporis the Feinstein-Boxer
Amendment to the Higher Education Act that will provide Pell

LY ”\1:\‘.«1? anrd i!f\:‘i!’Qﬁf’fﬁf‘}}RQi&gﬁ{} I 5 ]11;1’12 1 f.{.;‘;’l{:iz
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Granis for a fifth vear to.those college students who want o
become {eachers and nead another vear to mest state filth vear
requirements. This is particularly important fo the siate of
California which has the daunting task of recruiting 250,000
teachers in the next decade.

| am pleased that strong support is developing in the Congress for
improvements in leacher education and standards. The
Administration will continue to press the Congress to pass our
proposal {o recruit nearly 35,000 teachers over the next five years
for underserved areas. As members meet today to advance this
higher education égzs fgtion, furge tbem te support our
recruitment proposals

This important piece of legislation will almost zeﬁaéfziy include
valuable new teacher loan forgiveness gr:}v;swns that have been

. championed by Senator Kennedy.

| also urge Congress to fund the President's initiative {o train new
teachers in lechnology. :

I support the creation of some type of national job bank to match
teachers with districts with 2 growing shortage of quality teachers.

There are wide regional variations in the need for teachers. We . vy, + "~

can do a iot to help get ieachers in different parls of the country & - 50 e .
matchaed with school districts in other regzcms that are faci ng A AR
growing shortages. RN N

e

*

At the same time, the ingreasing mobi i|ty af f‘xmw cans is: go ng 0.
require states and schoot districts 1o take a sericus look atthe =3 de 7
portab%llty of teacher credentials, their yaars in service, and “
pensions. We do not need artificial shortages developing because

states have not brought their policies up-to-date,

?’ T
. . Yo diid .
Nt g o L rgb g @’@ﬁt";ﬁ&%;{- %
Litne

Our federal efforts o enfist millions of Americans 1o go into

feaching can have an impact. Our hest hope, however, is the

strong encouragement of parents and grandparents whose lives
have been touched by good {eachers. | get distreéssed when | hear
stories about parents discouraging their children from going into =~
teaching. Teaching is about serving your country and being
patriotic.

| also challenge the myth that teaching is only for those who cantt
cut it in other professions. Anyone who has ever spent an hour in
a classroom full of demanding secord graders or had the
challenge of motivating a group of teenagers knows hew difficult
the job can be,

America’s teachers are some of the most idealstic and patriotic
Americans in this counfry. | am exfremely proud of them. So many
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of them have entered teaching because they want to change the
world and many of themdo.

What are our other challenges?

Challenges to America's Higher Education Community

| challenge the teadets of America’s great colleges and
universities to make teacher education a much higher day-to-day
priorily. Teaching teachers has to be the mission of the entire
university. Our nation's colleges of education can na longer be
quiet backwaters that gel & mere mention i the annual report o
university trustees. College administrators who complain about
the high cost of remedial classes would do well to pay more
attention to i'tow they prepare teachers, Here several suggestt{}ns
come to mind,

First, colleges of education should give basic skilts tests to
students entering teacher education programs prior to their
acceptance and at the same {ime hold themselves more
accountable for their graduates, This is why | endorse the thrust
for accountability by Senator Bingaman and Representative
George Miller.

Second, stronger links must be developed between our colleges
of arts and sciences and colleges of education. Future teachers " ©
should majof in the subject they want {0 teach, and that type of
course work takes place in the colleges of aris and sSCiences,

R ? Yot
Third, | urge teacher prep programs to put a much stmnger focus
on giving future teachers rigorous grounding in deveioping the
skills they need (o t@ach. Itis harder than you think, Knowing your
condent is not enough, There is a skill and a craft to it all, and that
is especially true when it comes to teaching reading. This is why |
believe that every teacher who is seeking a certificate in
elementary education should have solid preparation in reading.
One of the major aspects of the reading bill now up in the
Congress is strong support for increased professional
development for reading. | support this effort and ask the
Congress to pass this needed legislation. We will never raise
standards if we just stay with the status quo when i comes 1o
improving leracy.

Fourth, colieges of education need to recognize that our special
education and LEP populations are growing and deserve much w
more of their attention as they prepare teachers.

Finally, [ urge collsges and universilies to develop much stronger
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links with local schoaols. The El Paso schiool district, which we
\ feature in our repont "Promising Practices,” has dramatically
. improved itg test scores by workmg hand-in-hand with the
University of Texas in El Paso t¢ improve teacher education.

Challenges to State Government and Local School
Districts

State governments and local schoo! districts have a powerful role
to play in reshaping the teaching profession.

This is why | challenge every siate to create a demanding bt
fiexible certification process. Becoming a teacher should not be an
egndurance {est that requires future teachers o overcome a
bureaucratic maze of hoops and paperwork.

| believe a2 much stronger focus shouid be placed on assessing
the ﬁnawiedge and skills of future teachers however they got
them. This is why | support rigorous alternative pathways to
teaching which can be so halpful in recruiting mid-career
professionals (o the teaching profession.

I challenge every slate 10 eliminate the practice of granting
emergency licenses within the next five years. You cannot set
standards and then immediately discard them when the need for
another warm body arises. New York Stale has {aken the lead in
doing away with emergency licenses and other states should
follow this good example:™ IR SA

- - _J*x
i W B e g ' ' ' L

Al the same time, we cannot challenge high poverty schools to
raise their standards and then shortehange them by doing nothing
to help them recruit the best teachers. This is why we are pushing
the Cungress 1o pass our strong teacher recruitment initiative. At
the same time, our nation's urban areas have to do their part as
well. Outdated hiring practices sometimes seem {o be the reason
that they are losing good candidates for teaching positions to
suburbanischool Uistricts.

State and local school districts must also end the practice of
teaching “out of field.” (Over 30% of all math teachers, for

’ example, are now teaching out of field.} | believe thatevery
teacher, at a minimum, should have a minor in the subject that
they teach.

| cannot even begin to tell you how baffled foreign education
ministers are who visit me when | explain our unusual habit of
. - - glowing teachers o teach "out of field.”

Incentives for Veteran Teachers

hin Hfanvw ed env/Sneechied/ORNO TS himl ' 174/t
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As we seek to raise standards for cur students, we need to work
much harder at giving veteran teachers the opportunity tc keep on
learning. Current professional development courses with their
emphasis on workshops that put a premium on "seat time” really
need {o become a thing of the past.

We are developing more and more evidence that school districts
that invest in quality professional development for thelr teachers
see positive results in the classroom. The good work of Tony
Alvarado in District 2 in New York City, who made sure learning
new skills was an everyday experience for his teachers is @
wonderful national mode!, .

We need other incentives as well. The current system of providing
salary increases for credits eamed seems flawed. There is ofien
no cannection between the credils earned by a teacher and what
he or she actually teaches in the classroom. And, there is little
incentive to gncourage teachars fo gain more kncwie{ige or
improve specific skilis for their classrooms. Excellence, in a word,
15 not rewarded.

Only 14 states, for example, currently provide salary supplements
to those teachers who set out 1o become master teachers through
* the National Board Certification process, As a result many of the
* . bestieachers leave the classroom to get a bigger paycheck as a
AR sch{x}% administrator. _

L+l veeste teachers ! eave the classroom to geta bigger paycheck as a

o

et 270 iweschool administeator,

This is why | ask states and local school districts to take a good
lock at & ﬁew and developing concept called "knowledge and skill-
based pay.” Put simply, feachers are paid extra for new skills and
knowledge they acquire. Teachers under this system get
rewarded for specific skills and knowledge that help a school
raach its own established gf;}ais
w - PR .
" Now, ‘& word about wacher salaries. As | have said many times
before, we cannot expect to get good teachsrs on the cheap.
Mary Beth Blegen, the national leacher of the year in 1998, was
being paid a $38.000 salary with 30 years of experience - a
fraction of what she deserved - and what other professicnals
expect after years in service,

‘ _ Hwe are going to entice more Americans to enter teaching we
v need to offer them fair and competitive salaries. And, if we are
going to ask teachers to meet new and demanding standards we .
aiso nead to pay them for their effort.

States like Connecticut and North Carolina have had the good

hitn-fiamane ad omvi/Snesrhac/ORN015 hifml Yi4m
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sense 1o raise standards for teachers and raise salaries at the
same fime. The results in the classroom are promising. 1 believe
gvery state would be wise to follow their good example.

if we really want to recruit and retain good teachers we need to let
therm teach in first class school bulidings. What kind of messags
do we send our childran and our teachers when we ask them io

. go o a run down school building just a mile down the road from

an immaculate prison? President Clinton has proposed a very
strong school construction initiative. Congress needs to ge! off the
dime and pass it

In this speech, | have challenged many different groups to come

" forward and join & national parinership for excellence in teaching.

it seems appropriate to end my remarks by taking a moment to
talk to America's teachers. You are the heart and soul of the
renaissance of American education. As I travel {hroughout the
couniry, { have the opportunity to meet many of you. Each time |
am struck by how important, yet how difficult, your job is.

As teachers, you are being asked to know more and do more than
ever before. Please continue your good work and go out of your
way to recruit new teachers. Let others know the joy you get from
teaching. Help the struggling teacher to improve - and help 1o
counsel out of the profession those who cannot. And make the
effort to measure. yczursewes against the best. '

fend naw w;zh a?quoi& ?wm an old friend.of mine fror South
Carolina; the writer. Paz Conroy. This quote is from his novel
Prince of Tides. In this passage, Tom, a teacher who is the main
character of the book is asked why he chose (o "sell mmself short”
when he was so talented and could have done anything in his life,

Tom's reply goes like this, ™ There'§ no word in the language that |
revere maore than "teacher” None, "My heart sings” he savys,
"when a kid refers to me as his {eacher and it giways has, I've
honored myself and the entire faraily of man hy becoming a
teacher.”

With that | thank all teachers on behalf of the American people.
Thank you.

-

( Return to Speeches and Testimony page 1 E

hip/fwww.ed. gov/Speeches/980915 huml ‘ 1/4/01


http:friend.of

-

T © 7 Sept 15, 1998 — The Challenge for America: A High Quality Teacher in Every Classron.: Page 10 of 10

 Last Updated - September 25, 1988, {pik/okp)

N + =
, . .
r A! . = a a =
R E s Rt
. ) . R IR oot Y
. BV R T T T TR DR TERED . Yl e LT

Sraghe Sy
2 3\?.‘,,& :
ERRALN TR ¥ B S

LA 5
e b

e

“y

vt Ta ..
o‘a Jt ., [

. ‘

hitn/Awww.ed.goviSpeeches/980915 himi ) 1/4/01



Briefine on the Gifice for Civil Riglis Maior Issues
: for Secretary Richard W, Riley
January 23, 1993

Infroduction - The Office for Civil Righis {(OCR) is a law enforcement agency charged with
protecting the rig,hts of students 10 an equal educational opportunity without regard 1o race,
color, nationgl origin, sex, age or disability. In enforcing the laws, OCR investigaies
discrimination complaints; conducts self-initiated compliance reviews; dnd provides technical
assistance {TA) to help schools and colleges voluntarily comply with the faws and to inform
people of their rights. OCR continues 10 face major challenges in carrying out its tmporiant
nyission. -

1 Mujor Challenges and Opportunitics
A. Challenges i
1, Complaint Receipts - Discrimination compiaints has increased 125 percent since
., 1987, Last year, 4,432 were filed, the highest in OCR’s history, and the caseload
s?zzm*s no signs of abating. We project over 5,500 complaints by 1994, flab et 1 L””‘*’i‘iﬁ
Pudget - There has been a lack of ?deqzme fiscal and staff resources o Kkeep up il

‘mli’a the comp aint workioad, OCR’s siaff ceiling remained at 820 from 1987-18%1.

- This resulied in few substantive OCR- muuaeé comphiance reviews and a marked

decling in TA. C e

H. _Q_mwz’hmmes o "__. Com i '

NATIONAL ENFORCEMENT ST RA'??GY To effectively, wilize its ever
dLCR,ﬂsmg diseretionary resources, QCR has app 1_8{1; strategic planning te identify -
priority issues. - Thus, self-inibated compliance reviews and TA focus on the NES
issues. The selection of the NES issues provide,an important.epportynity for the
Secretary and the Assistant Secretary to further:their eézzcaimna goais and priorities.

2. Educating Limited Enslish Proficient Students-OCR issued an

Enforcement Policy Update in September 1991 and the clarfication allowed OCR 1o

condugt 28 compliance reviews in 1981 and 1992, and 28 new reviews are planned in

1993, This would account for 30 percent of all 1983 compliance reviews™ A model

presentation was developed for TA activity; a pa'npizle* wasg issued last week and is

being reprinted in Spanish. We are conducting one joint compliance review with

Justice and are considering others, Possibility for conmtinuing joint effosts is high.

3. Mogational Education - OCR has esiablished a firm basis for a copperuse , | o
working relationship for furthering vocational education with each state through
agreements, Methods of Administration (MDA} We need o delermine whether minority
and women and the qualified disabled are able to achieve admittance 1o technical and
industrial education program and io apprenticeshi {mlfg‘ ?stzbzhty for joint efforts

- with Labor Depariment is high. Real assessmd of sppodm iy " A0 s

4. Racial Harassment and Conflict Resolution - Will discuss further under pending

guidance. Opportunity exists to clarify policy on this imponant jssue and to provide

leadership in the nation on this growing problem,

5. Bexual Harassmenl - We are sefing heightened public concern over the

extensiveness of this problem, One example is a2 well publicized complaint against

the Eden Prairie Schools {Minn,). The complainant made a recent guest appearance

bd
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on the Sally Jessy Raphael talk show. Compliance siandards are being drafled for

E&S: updat&d policy is being d'afled for PS. Opportunity exisis for issulng these

documents. R el T cne vy awtn |

6. Gender Equity - Title IX has helped bring profound changes in American

educaton and improved educational opportunities for millions of female students.

Yet, gender equity issues remain. OCR will be offering exiensive TA ¢ address

underrepresentation of and improve the interest and achievement of female students in
_ math and science. In Intercoliegiate Athletics, the NUAA has convened a Task

Force, on which OCR is an advisory member e aéér&ss the question of what is a

fair measurement of gonder equity. 207 z’-‘»mw»«., f Tl #e U"‘*u‘/cw‘*/””’q‘“

iL. Mator Pending R?%’fitﬁt} ions and Poliey Gui:izmeﬁ

A. Age Regulation - Final regulation transmitied to OMB on December 17, 1992, ED i

irying 1o resolve OMB's concerns; ED also was seeking exception Lo existing moratortum

on Federal regulations since regulation does not impede economic growth, This is now
oot since President Clinton has rescinding the order. OCR continues o enforce Age

Discriminzation Act under the 1979 governmentwide regulation.

B. Race-Based Scholurships - At issue is whether ED should publish policy on student

financial aid designated exclusively for members of a particular racial or elhnic group.

' Proposed policy guidance, issued on December 10, 199Y is viewed by hwhf:r education
communily as restrictive.  Citizen's-Commission on- Civil Rights is: urvmg the E"resxdeﬁt e
reverse the proposed policy and rezw*n tothe f former sity atzon 'Congress has commssxmed
a GAC Report on the general tapic= > 7o o e TR UNERE GRS R o
. Ability Greuping - OCR zimeio*md ‘policy guidance hecause otk zwa‘numbfzr ef ‘e
racialiy identifiable classes m school ézsmc{s natonwide. The issie’js! sensmve ‘betduse of
the debate within the educational community whether ability grouping is an educationally
sound strategy. OCR is reviewing c:om;z;ewd compliance reviews o respond 10 concermns
raised by other ED components when reviewing the draft policy.

D. Ragial Harassment - Issuance of final guidance was delayed 1o allow us ¢ review the
1992 Supreme Court decision in R.AY, v, Cjty of 81, Paul and the effect of First
Amendment considerations on the draft policy. OCR’s draft guidance is not directed at
content of speech, OCR currently is negotiating with Centinela Valley Schoo! District (in
So. Central L ALY, which we found 1o have subjected students and empl oyces 10 2 racially

. hostile environment in contravention of TitleVi, Continoation of TA promises to help.
prevent incidenis at all school levels, Recently, an anti-racial harassment poster was seat o
the 100 Iargest school districts and a similar poster will be sent 1o colleges. We have
mstituted a rapid response system 1o intervene where major incidents are reporied In the
press and are implementing a new MOU with DOJ o coordinate voluntary resolution of
racial incidents. A TA document i now available o help schools jearn of effective

programs and sieategies 10 address racial and ethnic confiict and a monograph reporting on

a Roundtable OCR bosied for experts in conflict management and prejudice reduction was

published on Tuesday, January 19, Opportunity exists 1 clarify policy.

Standards of Review - Hicher Edueation Desegrecation - Supreme Court decision in
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June 1992 articulated standards for states required 1o desegregate their higher education
csystems, Decision will impaet on fodr staes that OCR s now evalualing -- kentucky,
Maryland, Pennsylvania, and Texas.

NI Mujor Legal Actions: High Interest OCR Cases; Grant Cyveles

A, Lour{ Actions .
1. Podberesky v. Kirwan - The issue is whether ED should participate 25 an amicus
in this case, which concerns whether the Usiversity of Maryland can establish
Banncker Scholarships restricied to African American students as a valid
despgregation measure,
2. Washington Legal Youndation v. Alexander - Appellanis sought declaratory
judgment that Title VI prohibits recipients from awarding or administering race-
exclusive scholarships and an injunction requiring ED (o establish a nationwide
program to enforce a prohibition againgt such scholarships. District Court dismissed
case and appellams filed appeal. Oral argument was held on December 13, 1992,
before US. Court of Appeals for the District of Columbia. ’ :
B, Administrative Avtions
I. Chicazo Public Schoals - Chicage has failed 1o meel terns of astayanda
settlement 1o ensure disabled students are evaluaied, properly place and re-eva ¥v'§z\.{§
. The number of enserved students is large a3nd @ major proportion are mmﬂm} e
students. The stay on the administrative proceedings for fund lﬁrmmatwn has been‘ i -
lifted. We must decide whether to continue pro*ebdmf’ to fund tcmmz&i 011 '-ind K e ‘,’ o
imposing a deferral on new funds o Chicaoo e \ o o i ““:’ “;"“ Wx* »
C. High Intervest QUR Cases b T i *
l. P.S. 137 (New York City] The issue is uhe»hfxr a classroom for "atrisk", 1suftifzrzzs X
containing only minority boys i¢ lezal. Case is complicated and ;'x:zzdmg over a year
and likely to generate press altention when LOF issved.
- 2. Egual Opporiunity in Postsecondary Admissions - There are 14 pending cases
involving affirmative action admissions programs or admissions of Asian Americans.
LOF's were issued in compi;a{)cc review of Harvard, UCLA (Gra(iuate} and UC at
: Berkeley School of Law {Boalt Hall). )
RERE &' Do Grant Cyeles —-Magnet Schodls - OCR must certify that an applicant has an approved
desegregation plan containing an accepiable magnet school component and is likely to carry
out the nondiscrimination assurances submitied in ts applications, QOUR expetts 10 review
130 applicant school districts, which OESE will forward around March |,

e e

rr *'“gza-‘,

V., . Administrative and Personnel erns

) : A. SES - OCR has the Jgwest proportion of employees in the GM and SES series; OCR
’ has abow 20 percent of Ed employees but has only 3 percent of SES positions (3 SES
pasitions); allocation of SES  positions to OCR is inequitable when cumpared with other

. £D components,
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Budoet
A, 1993 Budget - $56.4 million and 867 posinons {current FTE - 858)

B. 1994 ED Budoel Reqguest - $66.7 million and 902 positions (35 addidonal positions).
Proposes an QCR field office in Log Angeles - high number of complainis in Southers
California ~ 70 percent of California’y minority students reside in southern California -

“desitability of a Federal civil rights presence

B. EEO Cymplaints - While about 20 percemt of ED's total simff, OCR accounts for 40
percent of the EEO cases.
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..' _ MEMORANDUM

Yip FAX
Jepussy 15, 1983
0! Governer Richard Riley, through Margszet McKenna
FROM: David 8. Tatel | {5 :
]
RE: Qffice for Qivil Rights

The briefing book prepared by the Transition staff |
identifies the *"hot button™ givil rights issues that you will
fage during vour f£irst few months in office. This mempyrandum
focuses on longer vange civil rights issues that will require

Lyour attention and the attention of the Assistant Secretary for
Civil Rights. 7Ths memorandunm is divided into three sections:

_ % . policy,.issues; internal OCR management; and inter-governmental
U 4 -3 §-3. (=217 P ,
PR -CNE £ I L N o LA I &; zg}g ISSH"?S

n""(‘, éc‘ﬁ" :s‘ \"E;q.v""'ibf T :1._ : )

ERr Y A,

A5 8 result of last June's Bupreme Court decision inm
VLB, v, Fordice, OCR will have to review the desegregation
status of the higher education systems of Texas, Marylang,
Pennsylvania and ¥entucky. Other southern states msy also have
toe be reviewed. These reviews will raise extremely difficull
angd politically sensitive guestions, including the future of
historically black colleges and universitigg. The Department
of Educetion hes-izazued ny' policies interpreting Fordice or
indicating how it will be appliad. ‘

At the same time, hundreds of school distriocts
throughoul the country ¢ontinue to cperats under Jesegregation
rplans negotiated by OCR in the 1970's. Mozt school &istricts,
however, do not know whather they remain subject to such plans
or what thelir obligations avre under them, and GCR hes provided
tham with no guidance. .
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A high priority for OCR should bDe the development of
legally and gducationally souné policies to govern the
centinued desegregation proress at both the K-12 and higher
education levels, These policies should

. be developed jointly with the Justice Department
which has four Fordice cases of its own as well

8¢ hundreds of school districts under court ordsr;

® be developed in close consulitation with 2 broad
range of civil rights and education
oprgsnizations. In this regard, the Secretaty
should congider iavoking the Alternaibive Dispute
Resolution Ant which avthorizes the use of
madiation in the development of federal policias
and regulations;

2 . reguire that X-i2 snd higher sducaticon
desegregation plans lmprove educationzl
ppportunities for minority students. as well as
promote desegregation. Including educationsl
prégrams in dessegregation plans s well supported
in the case lew &nd will ensble OCR'S
desegregation efforts to ke linked to the

“Administration*s sgchodl reform agenda; and

-~

® '/ "in_the case of Forfdige, axplore the possibility
- wf providing financial sssistance to help the
<+ - gtates comply. The Emergency School Aid Act made
‘ such funds avallable in the 1%70°'s to o
“ﬂgsagragating goenosl systamsh;ané,the Argument
for post-Fordice higher edugation funding is just
.88 powerful today.

L

] i

E. o v B

) School districtsy colleges-and universities operste a
variety «f race~senzitive prugrams that presant difficult
constitutional and Title VI issues. Minority seholarships are
just one example: there ere also affirmative action plans,
faculty desegregation progrsms, magnet schools and
ma;§r;ty-mino:iﬁy transfar-programs. - Recent Supreme Court
decisions have altered the legal stsidardg applicable to such
Programs, but OCR has provided educational institutions with
abselutely no guidance. OCR should proceed expaditiously to
issue such guldance which shoul® be developed jointly with the
Justice Department and in close cooperation with civil righte
and education organizations, possibly through the procedures of
the Alternative Dispute Resolution Act.
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C. Qther Pplicy Issueg

Many other Title VI, as well as Title IX and Section
504 issues, apparently remain unresolved by OCR. This is
unfortunate because clear policy guidance is critical to the .
effectiveness of the ¢ivil rights statutes enforced by OCR
since they depend heavily on voluntary compliance, The
Secretary should direct OCR to produce an inventory of
unresolved policy issues and a schedule for resolving them in
order of priority. This entire process should be undertaken in
broad consultation with civil rights groups, education
organizations and other relevant federal agencies.

]

T
A. Complaint -Processing
1. imefram

After the Adams litigation was dismissed in
the late 1930 5, OCR apparently abandoned the use of
timeframes. This is ridiculous; whether the Adsms timeframes
were the correct ones or not),. it makes no sense to.run a
complaint processing agency wlthOUt timeframes. The Secretary

, should direct OCR to develop them expediticusly. Once’

. developed, they should be monitored by the Assistant Secretary
for Management; the Secretary'needs 'to’be sure that those who
believe they have been discriminated against get an exgéditious
resolution of their complaints: and. that school districts,
colleges and universities are mot- subjected to endless and
unnecessarily expensive_.inVégtigations. "Justice delayed is
Justice denied, "~ and this applies to both the complainant and
the educatlon institution.

2. Qther Complaint Iysues

. : Other aspects of OCR’s complaint processing
require careful review to be sure they are cost-effective. For
example: is OCR limiting complaint investigations to the issue
raised by the complainant and BVOlﬂlng wwxpanding, complaint
investigations into compliance reviews (See sub-{ B. balow)?
Is OCR trying to resolve complaints informally by meﬂzatlon
before initiating investigations?
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Compliance revisws give OCR the biggest bang for its
buck; compliance reviews are much more likely ithan romplaint
investigations to uncover wiolations of civil rights laws, For
that reason, the Becretary should review OCR's procedures for
sgletting compliance reviews to be sure they are targeting the
most criticel equity issues in education. How, for zzample, is
OCR deciding which issues to review and which institutions to
investigate? Are compliance xeviews focusing on issues not
raised in complaint investigations? Are its decisions
supported by careful research, and 15 it consulting civil
rights and educstion institutions?

At rthe elementary and sscondery level, the Segrebary
should determineg whether the zehool Gistrisés’ survey is
conducted freguently enough, znd whether its gampling
technigues ore adeguate. Doas the szurvey ask the right
guestiens, and is OCR effectively.using it¢s results to target
iggues and identify institubtions te be reviewed? Should other
surveys bhe conducted?

€. Other ﬁﬁnagement Issues that Relate to Both

Complzint ggggsggnc ggg ngg}%a gg Rgvxgwg
- oy @ '_ B
1. Is it agyreprlatenfaz OCR - to resolve

cemplaint and compliance zeview»mattezszafter ‘the-investigation
but before the Lebter of Pindings is- iSsued? *This practice,
which was apparently sdopted+in:thesly80 57 tiswcontroversial.,

e PR i.".,:‘:“:\?.ﬂ*
2. Does OCR have}adequate*qnality control
procedures in place? Ig it hiringsthe.right people; and is it
training them effectively? - Liogs it] rave procedures to ensure
that the results of complaint &nves“ngatxons .and complianc&
reviews are consistent with legal 'standards?

i3S IR

3. g QLR doing everything it aan'tm\b:ing
apout voluntary compliangs with the c¢ivil rights laws &
gnforces? Is it, for exemple, providing technical assistance
to recipients of Department funds and dces it conducht any
public information activitias?

3

;‘,.‘ ae

..-.

- 4. How is OCR reporting its effectivencss "as
ar agency? Traditiopally. it measures 1ts success by how many
eomplaints and conpliance reviews it conducts. The agensy,
nowever, would be more effgorive and its politvical support
enhanced if it went beyond thess process measures and réported
its effectiveness in terms of its accomplighoments for vigtims
of discrimination. The Secretary should direct it o develop
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internal dats collection systems that enshle it to report, for
example, the number of handicapped children it helped, the
extent to which it improved ethlstic opportunities for girls
and women, the sumber of minority children removed from
segregated settings, ete.

OCR should not pe viswed 38 the only sgency within the
Department thst 13 responsible for snsuring that recipients of
Department funds ¢owply with the ¢ivil rights laws. EBEvery
Assistant Secretary should be responsible for ensuring civil
rights complisnce, and the Assistant Secretary for Civil Rights
should be respensible for working with the othexr Assistant

. Secretaries o deovelop procedures o correct (ivil rights

problems during the grantemaking stage, It is easier snd less
controversial to correct a ¢ivil rights deficiency befcre a
grant 1s made than to terminate funds later,

The Civil Rights Divigion of the Justice Department
has governmentwwxde Title VI coordinating regponsibility.
Other agencies also have c¢ivil rights complmance?programs, and
several, such as HHS, HUD, Transportation and' Labor:, fund
programs that, 1iF properly coordinated withiveducation ¥ ey o
institutions, can help facilitate vivil rightsuaomp;iance.- The
Secretary should work with the Secretaries! ofithaesevother. . ..
departments to engure .that-.all *elevant civilarightS*programs
are effectively coordinated. A AR L Pt Al

LM - -
T Y oy

A R R R

C.  Riate Agencies

All stabes have civil rights compliance programs, but
most are ineffective. OCR should work with the states to help:
strengthen their civil rights programs and develop incentives
to encourage them to do so. Enlisting the zid of the states

‘will grestly enhance the effectivenass of federsl civil rights

laws Decsuse OCR does not and never will have the resources 1t-~¢

‘needs to reselve every complaint of discrimination. Also,

resolving oivil rights problems at the state level can

.semevrimes be more effecitive znd less controversial than at ths

federnl level.

83831
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FROM:

" DATE:

RE;

EY . g ne, o s i s g

MEMORANDUM

Governor Riley
Gordon M. Ambach'ﬁ/v
January 17, 1993 _

Comment about the Edocation Dcpartﬁiﬁm - Qffice of Civil Righis (OCR)
by Cindy Brown, former Director of the Office in the Carter Administration

Attached is a very thoughtful and important set of observations about the OCR by
Cindy Brown, Cindy has worked with CCSSO for seven years. She was the second Director
of OCR, succeeding David Tatel during the Carter Administration.

I recommend you review Cindy's comments in relation to your plans for the Office
and, especially, for your determination on the Assistant Secretary for that office..

ocs,  Billy Webster

Terry Peterson

Attachment

T
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i .
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!
Gunc MEMORANDUM
: Secretary-Designate Richard Riley

FROM: Cynthia G. Brown lams Tiﬁgzg »

Director, Resource Center on Educational Eguity
Council of Chief State Schoel Officers

RE:  Mission and Operation of the QOffice for Civil Rights in
the U.5. Department of Education .

DATE: —anuary i4, 1983

As you know, the precursor of today’s COffice for Civil
Rights (OCR) was created in 1865 to initiate enforcement of Title
VI of the Civil Rights Act of 1964. Its primary work-throughout
the 1960‘s was te promote southern dasagregaulon aSMrequlred by
. law. By the end of the 1870s, its mission fad éxpanded’to the *

enforcement of laws modeled after Title VI that proQ}Q;t e
discrimination on the ba$1$ oF gend&r dlsablllty, and age'as

well as additional targats of dlscrmmxna*lan.cnﬂthe ‘basis, Jof

T BT e b Rk s STTLNEI 1k AT e

race, coloy, and natlonalnor&gin.,,“ W,{?ﬂﬂw,wi.“dﬁhhmgﬂwﬂﬁmv
h “«x,_'f Aol S ""'

OCE has a proud history and its actions have resulted in
substantially isproved education fcr America’s students from
preschoel through the postsecondary level. But its recent
history is shameful. Lack of political will to enforce civil -,
rights laws over the past 12 years is the most visible problen.
However, OUR's ap&*atzanal shortconings also severely undermine 7
its abkility to carry cut its prisary lav enforcement mission and
to lead in developing an appropriate federal eguity agenda for
the next century. These shoritgomings have roots preceding the ™y .
Reagan Administration. And many long time civil rights
advocates, like myself, must taXe some responsibility for shaping
OCR in 2 way that has litile relevancs to the equity challengses

faced today by too many of America’s young pecple.

wa

Below is 8 brief listing and discussion of OCR problem areas
and a peginning list of procedural and substantive
-recommendations for resolving them. As you will see, I believe
OCR needs a major overhaul that must be undertaken at a time of
increased pressure for guick action on numerous eguity grievances:
that have bullt up over many vears of national inattention. 7This

. is a daunting challenge.

Fresddent BILL HORIG. Calitnmiy Superisiemien of Pubbi Issustion - President Elvct ALAN D, RMGRGAN, New desice Supodmendent of Dabdie Mt ion »

Viee Presigent WERNKER ROGERS. Guorgl Supetivendent el Szhoob, » Biteetors ROBERT B BARTMAN, Miwomi Comniingonet of Edgvaion « JUDITEH A

SILLINGS, Webingon Sumstinindors of Bubdie Inurietion « BETTY CASTOR, Flaida Commissioner of Educabiom « WIHLLIAM L LEPLEY, fowar DBagetiv ni
Eduvitivn - HENQ‘;‘ R MARGCKIE, Wt Visgions Supermaendem of Sehoids « EUGENE T, PASLOV, Nevada Supeiintendent of Fulsic Insieciion

Eaetitivy Direcior GORDORN M. AMBACH



Furthermore, as you well know, there is growing consensus
about the naticnal need to address vigorously the well
documented, severe, complex, and often seeningly intractable
inequities in student outcomes. OCR should play a major role in
the Department’s strategy to address inequity, at'a minimum
helping to "level the playing field" so that extra federal and
state resources can be truly supplemental for those youngsters:
with extra educational needs. Finally, OCR should assist in the
discussion of egquity in all new federal education initiatives,
e.g. the development of "delivery standards" and measurement
tools. ,

I would welcome the opportunity to discuss these matters in
more detail with you and your staff. :

OCR Operational Problems

1) Because of its extraordinarily heavy focus on complaint
investigations, OCR efforts are directed primarily to
middle-income rather than low-income victims of
discrimination.

Most of OCR's enforcement activities are in response to
written complaints of discrimination. The majority of
complaints concern individual victims, and the majority,.
allege discrimination on the basis of dlsablllty LJost _wl,
complaint writers are middle-income people, wlth- - fonghﬁ
knowledge of their rights and their children’s’ rlghts A
- with sufficient educaticon’to compose’a letter,“wlthvmferv
English-speaking and wrltlng ablllty,‘and with,enough: " '+’
security to risk psychologlcal pressure Oriiposs by o B
overt retaliation. YiaaTy : u"*»"tm*"rAJH

“z Vel
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2) OCR virtually ignores, i.e. does not 1nvest1gate,. o e
instances of discrimination that harm large classes'or
groups of children. Such discrimination has been well
documented in the popular media and by researchers.
Jonathan Kozol’s Savage Inegualities is only the most
publicized of numerous reports on education inegquities.

3) OCR is structurally obsolete, in that it virtually
excludes a state role, rather than forming aeep (not
paper) -state partnerships in the achievement of federal
equity goals.

4) OCR does not provide adeguate legal policy guidance to
the Department grantees charged with obeying the laws
OCR enforces. What little guidance OCR provides is
never timely. Guidance is desperately needed, for
example, about both postsecondary and elementary and
secondary education desegregatlon requ1rements under
current law. ' '
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5) QCR 'fails to sngage in regular internal study, policy
renewal, research and staff developnment about national
educational goalg, sitrategies, and new understandings
about the nature of student learning and school [and
‘other institutional} organization. Deep understanding
of these isgsues ig central to the national effort to
achieve high gducational outcomes for all students -~
the crux of equity. OCR historically has had little,
if any, voice in the identification and development of
federal education goals, objectives, and implementation
strategies. -

6 Despite the ‘constant change in legal rulings and
research knowledge diresctly related to emuity issuves,
OCR has no regular training progranm for its own
gexployees, let alone other employess of the Department
or its gvantaes, all of vwhom would gain from training
about civil rights responsibilities.

7} OCR concentrates on narrow litigetion strategies,
rather than multi-strategy approaches that use various
rinds of technical sssistance methods or dispute
resolution technigues to encourage voluntary civi
rights compliance.

8) OCR is charged with responsibilities that overlap with L
and duplicate other federal agencies inside and outsl&a e,
of the Department Qf Eéucat;on. . TR

o1 T IRy

This is espaalally commen 91th xega*é o ailegation& Gf fxatﬁﬁla

discrimination againgt disabled sahaaz .<hildren, ¢g~¢s\&ghgﬁh

prohibited under both Section 504.<0f the Rehabzlztaﬁ*onmwsi‘ﬁﬁu i

Act of 1973 and the Individuals with Disabilit - -

- Troer e ye :?»‘v;."

Tducation act (IDEA). There are also.dupllcatlon SRR T
_ issues concerning complaints of employment
discrimination.

OCR _Improvement Stens

If the Department of Education is to lead in the nmational
»ffort tm}prov1de an equitable education resulting in hzghm
pestorpnance cutcomes for all students, the role of OCR in Coe
contyibuting to this goal must be totally re&mﬁaept walized, A
new policy context and administrative framework is needed in the

federal effort to enforce civil rights laws.

You and the new Assistant Secretary for Civil Rights should
lead the reconceptualization initiative. It .should be undertaken
through a formal and extensive public discussion among
rapr&sentat;vas of organizations concerned with protectien for
victims of discrimination, institutions obligated to comply with
¢civil rights laws, experts from law and educational research,” and
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other interested parties. Though it will make this effort more
difficult, the reconceptualization and change process for OCR
will have to occur simultaneously with efforts to reinvigorate
its current mission.
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Below are my initial addltlonal recommendatlons for change
in' OCR.

1)

2)

.3

4)

OCR needs to systematically identify and examine, with
the help of cutside experts,- the most severe and
extensive examples of education inequities in this
country, determine its authority to address thenm
(applying new, creative approaches, if necessary),
establish priorities among them, and initiate an
appropriate enforcement program.

'OCR must establish a first-rate legal policy guidance

system, technical assistance program, and staff
training operation. The de51gn of the enhanced
technical assistance program should be ‘undertaken in
conjunction with a department-wlde examination and
integrated application of equlty—related technlcal
assistance programs.

OCR should establish, on an experimental basis
initially, a voluntary federal-state partnership in
civil rights enforcement. Elements of this partnership
should include: '

» formal agreements to engage in compliance and
enforcement, activities, including resolution..of
complaints referred by OCR, that are voluntary,
‘individually tailored, legally binding, and
mutually renewable every few years;

«+ financial and other incentives that build upon
. and encourage new state equity programs;

+ strong accountability and cuality control
measures that assure the civil rights of all
_1nd1j§duals and groups are fully protected and
ot

. establishment of an OCR state relatlons unlt to
work with its regional offices in negotiating,
implementing, monitoring, and evaluating the OCR-
state agency agreenents.

Through appreopriate regulatory action, you should
require the Office of Special Education and
Rehabilitation Services to accept referrals from OCR of
Section 504 complalnts that are also complaints under
IDEXA.
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53 OCR should concentrate 1ts own investigative activities
on areas of serious ineguity and cases that ars very
complex, very expenszve to investigate, and/or involve
complex legal issues., It should substantially incresse
the number of OCR-initiated investications of

' discrimination against groups of children and cother
individuals.

I must end with a word about help for poor psople. We are &
nation that values justica and fairness. 3Basic fairness reguires

that al} people subject to illegal discrimination have their

problems addressed through established enforcement processes.
Middle-income as well as low~ingome people suffer discrimination.
But basic fairness also reguires that enforcement of anti-
disecrimination regquirements not favor one group ~- sueh as the
more knowledgeable, better educated, and fluent English-speaking
-- over-ancther. The current OCR operation shows such favoritism
and is least helpful .to those with the most seriocus problems.
This wust change.
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