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UNITED STATES DEPARTMENT OF EDUCATION 

APR 29 1993 

Presidcul Clinton is DOW It2lding twO complementary pioceI of legisLuion 10 Coogresl on national 
selYice and SIUdcIu loan rdonn. Many of you have been bearing misleading n:pcrU of theoe 
proposals. pul out by "'lan;zariOllll with • majtr finllJCill1lab: in !he _ quo. I wriIe 10 you 
today 10 clarify !he 1IUden. loan portion of thia bill. 

Our primllry objective in revamping !he otudeII1loan 1)'It.em i.; 10 serve IlUdenIS hcner. A Dew 
=miined 1)'_will simplify !he a.dm;nisntive wb of educational institulion.s, mW: !he 
ryst.em euiu 10 ~ provide IlUdenIS with ~ choice in repayment pbw and lower 
costs10 taxpayers and ....dcuts: 

Make no mlstak:e about four c:c.tral principles of our proposal: '.', , 
• No school will be Itquiied 10 origitw.e loans if it doe.s nO! want 10. "" ,.';'", ."', ,.' 
• The Depanment of Education will pay I fee for loan originalion. ~,." ," ' , 
• AI:ces.s ,,,,tudent loan capital will coonnue 10 be 1/1 enlitlemen'/ ";'" 
• 'I'lIen: will be DO pp$ in -= to capital for any e1ipble IlUdenI or porenl. "" 

, 
President Clinton is deeply cnmmined 10 iilt:re.tsing educatiOllill oppontmity by providing YOWlg 
people wi!h !he chance to serve their country II1d their commWliIies. In notum for !heir 
commitment. be intends 10 help !hem meet !he costs of a coUege educatioo or job training. The 
Natiolial Setvic:c Program will provide educational benefits in "'tum for nilional selYice performed 
before, duting arid after coUege. The Departmenl of EduCation will implcmenu direct SIlldcul 
loan program !hal will provide all ....de.ts wilh a nange of flexible repayme.t optiOIl.S, including 
income contingenlrcpaymcnL U.der!hi.; program, studcu15 wbo cbOOle 10 lake low-paying 
community service jobs. wbc!her part of !he nalional setvic:c prognm or not. will be able 10 repay 
their loans as • small perc:cntage of !heir incottie so that !hey will DO! be overburdened by debL 

The major saviogs from direct lending deri.... from using Federal borrowing for SlUdcul Joans 
null., !han private capital guaranteed by !he ~ ,overnment ...,d elimi.ating !he profits in the 
system, The cost estimaleS include. signifJC8llt allowanc:c for administrative costs 10 !he 
Department of Education and educational instillltioni, Eligible schools will originate loans if they 
chose to do sO, and !hey will receive a small.! .. from Ihe DepatllllCD. of Education to help cover 
costs, Nonetheless. I understand that nOlevery' WstiwtiotJ'will be ,'bl, to origj.."tlO loans, and some 
will no, want to. In these cues. an alternative originator will be available at no COSI 10 the 
institution. We an: conf1llen1 that • Dew .YSIeIn will prove euiu to use, more efficient for 
institutions and students, and much less costly Ihao !he c"'""'tstudent 1_ SIlUCtw:e. 

Please lake !he lime 10 read the enclosed background QJlt::rlal which a.ddressca many of!he , 
speciJic issues raised by the oppOllenu of direct lending. If I can be of flInbet assistanCe. please 
contai:t !he Depiutmenl at (SOO)USA·u:ARN. 
We,l,c'!'lc forward to your suppon of !hi.; plan 10 serve $1lIdents, families, and schools bener, 

Sn
lY Y~UIS,5-'' 

,~j.' ,-­
Richard W, Riley , ' 
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Direct Lend:ing 
ApriI,l99J 

Major Reasons For Direct lending 

The curreuI I)'SICID of 7.sao Iendcn. 46 ~ o.z=c;ie.s,. IIId 

_ IICf\'icen IDd IICICIlCIdlry ....mil is emr-prtlDC, Iwd Ij) 


monililr. ami euinbmomc 10 boml....::n IDd scbools. Each of these' 

IeIldetlIIDd ageuo:ic$ bas ill OW'II fomu IDd procc<iuIa.llddins aU'l 

wori: foc bOilowas IDd sc:booh. Under diIoc:t Imdial. 1be process 

would be JII'IIly Jimplified amilt!elmliJJed becuai: IIIDdoaus could 

'Imllge Cor III of 1beir Fedcn.l 6...ncjaJ will....., Ihroclh 1beir 

schools. They would ha'lle ooly ODe applica!ioo form 10 liIl 001, IIId 

1bey would no longer be.confused Ibout who bolcb 1beir loan DOtes or 


··.WbiOici'tti'.cua''", . u. The school in !11m, woaI4i1o have 
, ."_~"~' .._'.~ ~ 	 . lcxt&er 
. ':IO'woi!< wilhin !hi: current complicaled web of banb 1Dd,...,..,l<C 
., '~FJiiainfplC. schools would no longer f.acecuh flow delay. 

, 	 ,,',>,J". ~ •. , ....."",' _'~••,,', •. '_,•• ~,._" .''-opot •. '.~ •• ' •'. . . .... , ;.,,!I~~l!l ~.9.': ~r.e agency ipptonh. EducaIiCllll insIimtions 
, .. : . :,,~" ""av(o.W~.,~~:\l!."""'!JC". OI~NlOp sboppipg for IIIldems. wlili;b 
. '. ;,., c..."'~', O"~~I$:. scbool.lO.otrer beu.er IDd more eomprebcnsive ..!Vice..,' . <.'.. 	 . 

. 	 ~ :.:'.',' .,;.;;;, '<Wi:. ",. :1',:tLt!! !,:;. 

CD51; Savi"f" 1:<> 5t:wIeni '. '::Borrowers will cOOtiDu.: 10 ha"".o<:CeSS 10 as muehlOlll capiLillas they 
e""""""", 	 ha"" had in the pasL DiIect loan capital will not be IimiICd by 

congressional appropriali~: This program will be III entitlement for 
srudenlS, jusllikc the guarantoed stlldentloan program, Funds will 
flow promptly.to sChools, sOl~lyon the b&sis ofborrowercligibility and 
needs, Once !he system is fully implcmenlCd, a portion of the general 

.. 	 cost savings C!om dircctlenu'n& will be ,;;Wcd on to borrowers in the 
form of. reduction in the interest taLe on their loans, 

Fl<odtM ~ OpI:iDn" All swdenU wbo borrow money for!Cbool will have .vIllable arange 
offlexible repaymemoptions 10 suil1beirfinanc:iaJ o=ds. Underthese 
options. any student who chooses 10 1Al:e • low-plyiDl communiI)' 

, sctVice job, or any low·plyinsjob. will not be overburdc:Dedwith debL 
Smdents who choose !he i.ncome contigent repayment plan will repay 
their loans as a smaI1 jlU'CMlage of their income. Other stude.nts will 

. be abl.1O choose. find, graduated, or cxlellded repayment plao that 
fits their needs. Eventua1l y. we plao 10 make repaymenteven easier by 
the use of payroll withbolding through the IU system. Students in 

! 
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, 
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• community torriee jobs fimded by tbe Ndcaal rcrvioe prog!2I1! will.. . receiv. an edacabooal be:aofit ofup 10 $6.500 for e.....ry "'"' ofservice 
• 	 that tbey perlocm, up to two yean. They em ..UUs be:aofit 10 payoff 

loan debt or 10 pay lllirian. 

The cxpec:1l::d ..viDes from diz=t leu., - corimlted at roughly 54 
billion from FY 1994 to 1998 - will p!lIIIyfl:lduce tbe com ofsiudenl 
loans to ~... The CoopariootW Btd;et Offic:e. tbe 0e0cnI 
Aoc:ormtiq 0I'5c:>:. and tbe. Oepai_ ofEduca!ioa acree!hat diz=t 
lendinl c:ouldll\'C S I billion exlllore p""",",'II'beI:I fuliyimplcmOlIl"d. 
S-...oftbe~'lrdaIively IowCQllt:lcapi1al.tbe lUplyer's 
C<lSlofprovidin,b>_subsidieitc I:IornnoreIswould be ""bstantially 

. reduced - by abouIlO =tS p"" dollar loaned. 

Respons.. to Concerna Railed 
About Direct landing 

Despite !be many.-ons 10 mem: lOdiz=tlendin" 10m. opposition . 

.­
remij;;s, nu. ~on' ba.s llIlUlally _ from !hose who have 
profitedmoSt~~~!~IOIIlprogr'llll. Someoftbese 
coneems.re:Vali,,;,uq:';;;'JUiVe,de.signod our propo$ll5lO address 

, tbem;, otber ~ ate'nor,',', ... . 
'. ; 

.• '>,;., '_" ij,~t;}:~~~::~12c,:~- t:.:;:,;,~,-:;, , ~. "', 

Admlnl.trotIve Capacl\:)' at 	 Many ofYriUliiV¥i,..nf'thal it,will be complicated IIlId ~"" ror 
EducatIQnalln&11tutlone 	 icbooli'tii"~&it';;;)dil\:Ct·IIiiioing, This issimply-ooi trile,

At:eota;,ig 1Oll!i,lndipandentAdvisotyCommitt= on Student Fman, 
cia! AssUti;;;";i'dle 'bUrden on IIIOSI irutilllliol'ls will be radically 
reduced because schools will ClIIiy have 10 tlelI with """ centra! 
applic;uiz,n. one disbutsemenl ~rii1':)"Ie!n.lII>d eh:ctronic com, 
municatioowith one servicer. The new lCti\'ity that diz=t lending 
require. is origination, While DO school will be ""lJlired 10 originatt 
loans. !hose scbooh that choose 10 originate must pciform two new 

. ' f1inctionS~ 1') ensureibaaiudenlS sign theillOini.lsory~OIe to "'pay the 
. loan and mail it 10 !be servic:cr, and 2) afu:rmaking !be loan, reconcile 

with the lICI:VU:er that all the mODe)' and documeatation is accounted 
for. The DepattmOlltofEducauon will pro\'ide IOftwaro 10 ICCOrilplish 
belli of these wb. The software, .. well as training 10 use i~ will be 
lvailable to institutions free of charge. 

MOSI schools alteady have the tcebnoloBY and expericoce needed to 
participate in diz=t lending .. loan originators. If your institution 
originates loans in the Perlcins Loan program. it !w the capacity to 
originate loans for direcllending. Toensore thatinstitutions do nol face 

z 
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any additlcmal casu. !be DepInmeDl of &lACon will pay tbem I 

small fee to bcIp CO\'Ct !be t.1OIU of oripwion. Those schools lbat 
<:atIIIOt or 110 DOt wish 10 ori,wuc Ioms will DOt be obIiplOd to 110 so. 
Thi~will Jl&Y IIIl1l1!mlliw cn,i1WOt1C pcziliW thl£ lui.: 
fot Ibe.se IICbools FunberItIorc. educalioool imtillllioas will 1101 be 
~1Cd to Jt:I'Vicc or enllect!be Ioms (=PI (crt !be roarme tnclcing 
of SlUdenl _ whicb schools Iileady 110). The IlcpInment will 
COI1InICI wid! • Dum..... 01 ...,..,; • ..;.... to perform a:MQna and 
colb::lioo 01 dinx:l1oms. 

......mln~~~ 'Ilien: is DO quoatioolbat!be ~must mcnflla its monitor· 
tM~_crfU....• ing and review fancti...s, but "'" IIIIISt 110 10 mprdJl:&a 0( wbcIber the 
~. _ JII'OIIIIII _tinucs or we IIIOft to ditea lcndin, Loan 

llervieinl will be cIooe by a smalIlIIIIIl..... of con::fulIy acb::ced 1Ild 
closely mtitl~COIlII'IICtllI$ The dinx:lleDdiDa S)'IICIIl would bave 
rewer IIdJniniItBlive panlcipInll and liIus would be euiet for !be 
Deponment to mtitltor. W. bave made siptifioanl ptOp'CII in lIOme 
....... includin& improved malllpeot and COIXlpulCr S)'Stml1. The 
Dep.u\mcIlt" delivery of direct loon fluids will include !DIllY of !be . 
well-1CSlCd. ..~ and inc:rcuiDcJy _ledwand fin.ncial 

. systems !lOW 1IICd for p.,ll~lDd ,CIII'llplll-b.uecll'edoral Audcnt 
lid program.<, To """"'" hl&l;QU:ilityqbe .oeparttll"l11 is wod:inc OIl 
redesigning program iDle&:riry~lDd~iiiolut.x;nc efforts to focus OIl 
pcziorniance 0!IlC0me' _Thls~yi;.u lei,dtil iiic:rwed lCCOIIIIIlbillty and 

• ');' I" , ' " ;. .efrlCicDcy. _;" ,j;:_~:"!.:'Li.....,4. ~".""',' .. 

'" -; .;. '. " ,,' .Ll~4;,~· t(NJ ~ti~';~\it:a"{:'~-:;t'Jt '.. ~~ ~.~, . . 
SlIM,,!! ~to During tM Both'dunng 1Dd·~.iIiC'tiWilili. tO~iiildem·loans. maiIlWning the 
Tran6itlon availability o(1oans ltiSniilcni$'WilIbe'~ nuinber one prioritY. For a 

long time. lenders bi.Ve m&t&ined lhe_ quo by using lhreau of 
pulling out and dlsrupting !be flow of loons to srudeDIS. The Depal!. 
lIIenl is aware of !be ""-...8.. in moving'" I nc,.;'y= and ..e an: 
working to """"" I smoolil tranSition. The legislation will provide the 
Depanment with authority to move quicldy if capital shonages occur. 

'.' " .. -. " . 

I)
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PUBLIC LA vi' IOS-66-AUG, 10. 1993 • '.Il'1'STAT_ 313PUBLIC LAW 103-66--AUG, 10. 1993•Public Law 103-66 
{b} TABLE OF CON'J'F.N't'l'l.-The table (If mnt.ents of t.ba title I03d Congress is a ollowa:An Act 

See. 1 I. Short tille ud whlll.,r (Oftt.tnc... ~
 
Aug. 10.. 1!l93 To pl'llvide Cor ....conciliation punuant to lI«tion ? or the-~t ......oiution 

-(1i.R. 2zt;,4] on the budget r~ filKAll year 1994. See. 
Se<c..

Be it enacted by tM Senak aTJd HoU$l! of Reprt'l!elftatives of Sec, 

SubtitJleo A-Coaunodlty ~ 

nOlo 
U\Yl, 

See. HOof, Ri, 
~,1106. D 
k. 111)6. T, 
$ft<,. 1107. 81 

11011. ~"""'" 

)loa. 
OJno.ibw Budget' 1M United States ofATnI!nr;o. in Congress Mumbled, 
Reo;»tteiliation 
Ad of 1993. SECTION 1. SHORT TITLE. 

This Act may be cited 8S the "OmnibLlS Budg~t IteconcilinUan Seoc,Ac:t of 1993", 
$ft<,. 1110, BDn.yp -
S&c, Ull. Wool.n.:t 

pre~nt cl FFB loaJa. 

\btltJ& C-~w.1 'I'rade 

s.e.. 1109. P(IIlnut , 

SEC. z. TABLE OF CONTJ::.NTS. 


The table of contents is as follows: 


TITLE I_AGRICULTURE AND RELATED PROVlSJONS 

TITLE II_ARMED SERVlCES PROVISIONS See. 1301. ~ f'*dud,hm 
&;e, l302. Market promotionTITLE UI-BANKING AND HOUSiNG PROVISIONS 

TITLE tv--5TUOENT LOANS AND ERISA PROVl$tONS 
$01:, 1401. Mmiulon. mt:raMe, a\r1 n!C:TMtiOD r_. 

TITI.Jo: V-TRANSPOI'tTA't10N' AND PUBIJC WORKS PROVISJONS See. 1402. En~nt...l OlI;InMl' .... i..Oh uru.ae ~ provam .meMmeI1.... 
See. 1403. '/!dew _p iwI~. 

TITLE VI-COMMt,lNICATIQNS UCF.NSlNG AND SPECTRUM ALLOCATION 
Pl(OVlSJONS • . Subtitle A-Co odity Programs. ~ " 

TITLE Vll-NUCLF..AR RSOULATOlty COMMISSION PRqVlSIONS 
SEC. 1101. UPt.AN'O CQ'M'ON rQO(l

TITLE VIU-rATENT AND TRADEMARK OFFICE PROYxSIONS 
{a} IN GF.NERAL.-Sect.ion 103B f the Agricultural kt of 1949

TITLE IX__MERCHANT ~ PRQVlSIONS (7 U.S.C. 1444-2):iJJ &mended­
(l) in the section heading, by t.riking '"tON" and inserting1'tTLE X-NATURAL RESOUllCES PRovtSIQN$ 

'"11HtT'"·•Tfl'L,£ Xl-ctVtL SERVICE AND fQST OrrlCE PROVISIONS ei) in subsections (eXt), (bXl). eXl)(A). (cXIXBXii). and 
(o),t" bv ,striking "1995", eac.h place appears and insertingTI"I'1..E XII-VETERANS' AFFAUlS PROVISIONS "Jw7': 

, TITl.E Xln-REVENUE, HEALTH CARE. HUMAN RESOURCES. INCOME SE­ (3) in Bubparngrapm (B)()). (DXi). Xi), and (FXi) of sub­
CU1UT'Y, CUS'roMS A.ND 'l'RADE pnOVISIONS; rooD STAMP PROGRAM, section (aX6). by striking '"1996" each lace it appean and 
AND TIMBER SALE PROVlSIONS ~ .," ~ .. inserting "'1998"'; 

(.() in luba.ec:tion (cXl)(D)­
Tl'1'LE XlV-BUDGET PROCF.'SS PROVl~l~~si~ ~ !, (A) in the 5ubparft~ph heading, 

_ h' :' ~ t~ PROORAM" and inserting 50185 PROGRAM 
Agricultural (B) by l.neerting after "'8 percent" both!90llAMS~tio!l; 

, ," ~.: ;;: t :~:':;; l the follOwing: "'ror eaclt of the 1991 thrcAct uflW3, .' ,,, ~ "". .- and 15 percent for each of the 1994 throl 
SEC. 1001. SHORT TAUt..&OJlCONTEN1'S. g. r~~ p; i ~~"~.,, {exeept all provided in clause (vXu)),"; and 

'1 USC ! 1:it! IWle {C} in clause (v)- ­(a),'~?H9JtT ~"-TI:: n'lny be cited ng~th!!CI".AgriC1.~}t\~n'tl~'~ ,!, ':! 
Reoonethatlnn Aeto! 1993 • i"~#:'\I;';' f*t '.. -."~' !: {i) by striking -"{v) PREvENTED PLANTIN~f" and 

,!' :.~,,~, - .•• ,.", t,· inaerting the following:
T'. k .. ,... ,%.t-~. ',r ,1. "{v} PREvEm"ED PLl.Nl1NG AND KEntJClID 1.DS.­:.~. ~'r" .1' -" f i'-;~ !,; :#'-'< "w'· "(I) 1991 THROUGH 1993 cROPS.......:.ln 
" 

1 '" . ,-::~;.'",'" {" of each of the 1991 through 1993 crops of"";,,"(.t:": 
. ,;. d!',·e:-· '. ... .'.It • cott.m, if"; and>'; •••• 7' i' ..~- ,< 

(in by adding' at the end the following~~'-;,.,~ ',~ '~: .. '!" subclause:"""'3$ \) * ,', ~ . ,N ~>\IiJ 
"'(In 1994 THROUGH 1997 CRops.-In the ea: 

• " Qf each Q[ the 1994 through 1997 crops -of tiplun 

,. 
Ii9---mo_<nlj~),.' f 

" 
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PUBLIC LAW 103-66-AUG, 10, 1993 107 STAT, 340 PUBLIC LAW IOji-66-AUG, .10, 1993 	 107 STAT, 341 ~ 

I:! USc 1709 
now. 

s~ 

ve the actuarial lIoundness of the Mutual Mortgage 
Insurance Fu nder the N$:.ional HOlUlill$" Act, the Secretary
of Housing und Development shaH inCrease the ratE at 
which the Secretary ea the'single premium payment collected 
at the time of insurance II age that is an obligation of 
such. Fund (with respect to th'c in effect on the dete of the 
enactment of this Act). In est.abli&Ju ch increased rate. the 
Secretary 8balJ C(lruJider any current audi dingo and re&e1"Ve 
analyses and information regarding the expecte rage duration 
of mottpgcs that are obligations of such Fund and consider 
any 6thfJr infonnation that the Secretary determines to ro-

TITLE IV-STUDENT LOAN AND ERISA 

PROVISIONS 


SEC. 4001, TABLKOFCO~ 

The table ofoontenl$ for thie tlw! ia as follows: 
TJT'I...E IV-STUDENT LOAN AND ERISA PROVISIONS 

Sec. 4001. TUkI or _WItt. 

tru.btitlt A-~ Stt"I .. nt Loan PT\1om!ona 

See. .011. Short ut1t: ~~, 
CIlM"t'J:R I-fWt:AA1. Dnux,-r Sn.lnJ:NT l.oAN PRooRAW 

Soc. "021. Federal dl.nd Itwkmt l(lllu pt't>gI1IIfn, 

CHo\J'TEIt 2--CoNl'oIumlG A.W~ m 'ttll: HIGHER EDUCAT10N Aer 0,19(;6 
Sec. "(Wt. PreHrriugioAn a-. 

&.t. ..Q.t'2. G""TIlnty ~IIQ' reN~. , .' 

Sec. 40.3. Tl!nJUI of lBaIU. 

Sec. 4G«. Au~m.l\t o( loaM. . , 

See. 4045. T~nninlll.i(ln of /iiUIlranty ~ncy ~_bo; "'''''I>mptWn Qf (UAI'IInty 


ageney funetiQlu by the Seeretary. . . 
Sec. 4046. Conaol!dat.1on lOAM. 
Sec.. 41M-7. Con.olidetion oiprognulUL 

Subtitle B-Addilioaal Savi.tqp from tJa Studem Loan ~ 
Sec. .. un. Red'llt'tiotl of borrower InWrelt AUt. 
See.. "102. Reduttitm 11\ lof.n (_ paid by atwkn.... 

t:; :!:: ~.:~from lImlk", . r;' 

s.ee:: 4106. Eliminatiim d tu; nempt floor, i 
Sec.. ·4100. kfodttt'tmn in lnt..-.-. nft< f<>f ('MI.",nrn.ti.n'l' lAAM; N'Nt# r.........: t 
Sec. 41M. ~_fMlMd&dmiru.u.tI... ","*.&,._. ':'.. ~ 
Sec.. 41011. Rmt man,... : n": I 
See.. .(1OS. Phal.-.4~ . ·;·.l~~r~.. 
5«. 4116. ~-'...Wt..bte shan< :' t'f~"':;:: - •• 1 

:~'.' 	 .. ". l> >See. 4tll. ~mthe~~p&ytQIUlt. ., .~ ,..... 
See. 411:1. Supplement.! pnd&inM _i~ ~. s.:t", p' ."r.a: ;S,' .-, , '" 

Sl>btith C-Coat fu:rinc by S\#t(lIJ .,;:). rJ,;"cl;<;;J. ,':'''!­
...;!: -&T. : ~ 

Sec, mI. CoR~bySt...., 	 it,' t"" :~ f 
Soblitle J.)-.(jnmp HiWth PlI:ua 1;', t·· .i 

. .;.:~ ~i. . t 
k ~L Staodanh!fuJ'ft'!)lq)hMlthptu.~. t/. ';'"" . 

, t .... 'L;" ~'. 	rr ~::... 
'f' ",. ' 

Subtitle A-Direct Student Loan 

Provisions 


SEC. 4011. SHORT TITLE; REFERENCES. 

(a) SnORT TlTLF..-This subtitle may be cited as- the "Student 
Loan Reftlnn A~t of 1993", 

(h) RF.J/'&RENCES.-Refenmcea in !hie subtitle IWd subtitles B 
ud C to "the Act'" are references to the Higher F.ducauon Act. 
or 1965 (20 U.s.C. 1001 et seq,), 

CHAPTER I-FEDERAL DIRECT STOOENI' LOAN 
PROGRAM 

BE(;, 'IIlil, FEDERAL DmECTSTUDENT LOAN PROGRAM.. 

Part D of title IV (20 U.S.C. 1087a) is amended to read as • 
foiluws: 

·PART D-FEDERAL DIRECT STUDENT LOAN 
PROGRAM 

"'SEC. 4&1. PROOtt.\M AtlTHORITY. 

There 8.l'1)i hereby marle Ilvailable, in accordance with the provi·
sions of this pnrt. such sums as may be necessary to make ICant! 
to all eligible atudent(4 (und the eligible parents of such students) 
in attendance at participating 'institutions or higher education 
selected by the Secretary, to l!nablQ such students to PUTSUI) I.heir 
courses of study at such institutions during the period beginning 
July 1, 1994. Such loans shall be Illude by participating institutiana, 
or consortia thereof, that have BgTeelIlQnts with the Secretary to 
originate loans. or by alternative originators designated by the 
Secretary to make loan.a for studellU! in attendance at participating
institutions (and their parenl$), 

"'SEn, 462. FUNDS ron ORIGINATION OYDJRE<.'T STUDENT LOANS. 

"{a) IN GEN£RAL.-The Secretary shall provide. on the b.a:sia 
Dr the need and the .eligibility of students at each participating 
institution. and parents: of such studenta, for sUI;:h loans, runds 
for student and parent loans under this part ­

"(l) directly w u institution of higher edueation that has 
an BgTmlment with the Seeretary under section 454,(a) to partici­
pate in the direct student loon pl"Ogl"atns under Ull$ part and 
that alse has an agreement with the &erntary under Beetion 
454(b) to originate loana under thiM part; or 

"t2i through an alternative originator designated by the 
Secretary to students (ud parents of students} att.enditlg 
institutions of higher education that nave an agreement with 

• ,,' thi: Secretal1 under seeliGIl 454(a) but that 00 not have an 
:. agreement wlth the Seeretary under Rctil>n 454(b). 
• ~ "(b) Fh"EB FOR ORIGINATION SERVlCES.­
,~.. • - "(1) FEES roR lNSTm.rrtONS.--The Seeretary shan pay fees 

. to institutions or higher education (or a oon$Ornum of 8uch 
.', .'<. institutius) WJth Bgn)Ctnenta under &eruon 454(b}, in an 

" ::., amount established by the Setretary, to aslist in meeUng the 
: ~; cOsta oflosn origination. Such feea­

.r, 	;," 
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, '.' , 
"(A) ehaU 00 ptilid by the Secretary based o~) aU the " 

loans made under this part to 8 particular borrower in' 
tbe same academic: year; ." 

,"(B) shall be 8ubj~, to a elidintscu.le that decremle8 
the pe-t ~rrower amo<;t:lt of Jlu:-:h ,"»e5 as the number of 
borroWilnllD;;relUrea; ar..d - -, . 

"(O)(i) for academb year 1994-;-1995, shaH not excm~d 
Ii program-wide aVilraie of $10 per burrOWer for all the 
loans mRoo under this part to sueh borrower in the same 
academic yt~ar; IUtd 

"'{ii) for succeeding academic years, shan not ex...-eed 
such average fee 88 th..;,;'Seeretary shaH esLo.btish pursuant 
to regulatiollS., ­
"(2) FEES. FOR At.TERNA'l'lVE QRIGINA1'OR..,.-'J'he Secretary 

shall pay fOOl! for loan origination lIervlOOe- to alternative-origi- ~ 
nntora of 10an8 mAde under'Ulls part in an amount e"tahlished 
by the- Secretary in w:alrdtll\.C(1' with the terms of the contract' 
described in sectinn 456(b} betwrum the Secretary and 'each 
such alternative originator, ,-' .. 
"(e) No ENTITLEMBN'f To PARTfCJPATE OR ORIGlNATE.-No 

1 PUBLIC LAW !oS-So-AUG, 10, 1993 107 STAT, 343 

(al and (b) of section 454 for any academic year, ex(:ept that 
the Secretary Rhall exercise such discretion 80 as to achie"lle 
the following gotlls; . 
" "(A) for academic ymu ]994-1995, loans mnde under 

this part shall represent 5 percent of tho new student 
kmn volume for such year; 

I/(E) [or academic year 1995--1996. loans made under 
this part shall reprel;ent 40 percent of the new student 
loan vnlume Cor such rear; 

"{C) for acadeIDlc years 1996-1997 and 1997-1998. 
loans made under this part shan represent 50 percent
nf the new student loan volume for such years; and 

u(D) for the academic year that begim. in fiscal year 
1998, loans made under this part shall repm.sent 60 percent
cfthe new student JOWl vQJume fur such year. 
"(3) ExC&rnoN.-The Secretary mny exceed the peroen~ 
~ described in subparagraphs (C) or (D) of paragraph (:it) 
It the SecreLttry detel1llinu that e higher percentoge is war~ 
ranted by the number of institutions of higher edueation that 
dea:ire to participate in the program under till..q part and t.hat 
meet the eligibibty requirements for such pa.rticipation. 

1/(4) NEW IflVDENT LOAN vOLUME.-For the plu'pOlle of this 
subsection, the term <new student loan volume' muns the 
estimatod sum of aU loans (olher than corulolidatl(ln toans) 
thnt wjJl be made, ins.ured or guaranteed under this pnrt and 
purl B in the year for which the detenninatio" 18 made. The 
$ec:rtltary shull base the estimate described in the ptllceding 
ssntenee on the most rwent program data available. 
"(b) Sh:I.F£TlON ClU'fERlA.­

"'(1) Ari'LICATtON,-}<~ach institution of higher education 
desiring to participate in the direcllJtudent loan program Wlder 
this purt shaH submit an application satisfactory to the Se¢. 
rctary containing such information 8nd assurances 8.8 the Sec­
retary may require. 

"(2) SELECTlON PROCEDURE.-The Secretary shaH select 
institutions for participation in the direct .student loan program 
under this part, and shan enter into agreerrumts 'Nlth Rueh 
inatitutions Wlder section 454(a). from among those iustitutioM 
that submit the applications described in paragraph (1). and 
mlmt such other eligibility requirements as the Secretary shail 
prescribe, by. to the ex.tent possible­

"tAXi) rategorizing 5uch institutions Recording to 
anticipated loun vnlumll, length nf academic program, am~ 
tro1 of the institution, highest degree offered, size illstudent 
enrollment, ~ographie location, IUtnuai loan volume, and 
default E:)ipenem:c; amI ' 

"{li} beginning in academic year 1995-1996 selecting 
instltutione that ttl'!! reasonably representative of uch of 
the categuries dt'.$cribed pUl'Kuant to clause (0; and 

"(B) if the Secretary determines it necessary to carry 
out the purposes of this part, selecting additional institu­
tiona. . 

"(c) SELJiXlTlON CRITEIUA FOR ORlGINATlON.­
"(1) IN GENBRAL.-The Secretary may enter into a 8upph ... 

mental agreement with an institution (or a consortium of auch 
institution!'!) that­

"(A) haa an 8.gl'!!emsnt under subam:tion 454(a); 
, 
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institution of higher education shall have a right to participate 
in the programs authorizl~ by this part.. to originate loons. or 
to perfonn any program flIDCtion under this part.. Nothing in this 
subsection shall be construed $0 ag· to limit t:he entitlement nf 
an eligible student attending a participating institution (or the 
eligihle parent ofsuch student) to bOrrow under this part.. 

"(d) DELIVERY OF LoAN l''tl'NDS,-Loan funds shall be paid and 
delivered to an institution by the Secmta:ry prim' to the beginning 
of the payment period -established by the Sei:reta?' in !1 manner 
that is consistent. with payment and dflivery of baiu; gTtulW under 
subpart 1 ofpart A ofthiB title, 

"SEC. 468. SEI.E(,"TJON OF IN'S'lTrtTI'IONS FOR PARTICIPATION AND 
ORIGINATION. 

"(a) l'IiASF,;·IN OyPROGRAM.­
1/(1) GENERAL AUTHORITY. 'rhe Secretary shull enter into 

a~eement.s pursuant to scction 454(a) with institutions of 
lllgher educntion to participate in the direct student loan pro­
gmm Ilnd('.r t.his part, and agre.!lUenta pursuant to section 
454(b) with institutions of higher educa:tion. or conAortia 
thereof. to originate loana in such prognun. fl.'lr acndemi~ yean
beginning on or after Jllly 1. 1994. Altar11ativl} origination 
services, through which an entity other than the parti~iting
institution at which the student is in attendance on nates 
the loan, shall be provided by the Secretary, UmJll 1, or 
morn £Ontracl:a under sectinn 456th) or surll other m(,llUl!;l J.ts 
the Secretary may provide, for students attending participating'
institutions that do not originate direct student loans ,undL'T, 
this part. Such agreements for the aendcmie year 1994-1995 
shall, to the extent feasible, be ente:ned into not later than, 
January 1, 1994. 

" "(2) TRANSITION PROVISIoNs.-In o-rder to Imsure an rurpedi. ~ 
'~tious but orderly transition from the lonn programs under: 
'part B of this title to the direct student loan program under ~ 
thilJ part, the Secretary shall, in the exercise (If the Secretary'a 1 
discretion, determine the Dumber af institutions'with which j .. 
the Secretary ahall enter into agreements under,,·8';'b$~.sJionB., . 

. ~ ;", t%:r"::, . ," 'I'• ~ , t . •
;~( l,)j' ,:;:. ·'4:'~ 
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p..,.""
fk.gist..r. 
l'ut>Ueation. 

~ ::t;"" i .~SEC. 454. AGfW..t;MF"]'''TS WITIIIR>T1TIJTJONS. 
"(B) desires to originate loans under this part;. and,! 
"(C) meets the criteria described in paragraph (2). t:~·· f 

"(2, "rRANsmON S£I..EC'f1()N CRlTERIA,-FOl" academic-year t 
1994-1995. the Secretary may approve an instiil.ltion'{to origi· 
nate loans only ifaueh institution­ ~-::::' ; 

"(A) made loana under part E of this title 'in academic 
year 1993-1994 and did not nceed the applicable m3.x.i­ . 
mum default rate under section 462(g) for the most'recent 
fiscaJ year for which data are available; '. 

"(B) is not en the reimhUl"$Cmenl tlyai.em of payment 
for Ilny of the programft under subpart 1 or 3 of ' part 
A. plln C. Or part E of this tiUe; 

"'(C) L'l not overdue on prognun i)r financial reports 
or audits required under }fils title; . .' 

"(D) i. not subUeet f.l) an enierge:'~cy action, or a limita· 
tion, suopenaiot\. 01 temination under section 428(b)(1)(T). 
432{hl. or 4a7{c); ; . 

"(E) in the opinion of t.he SecNltary, has not had $ignin· 
cant defitieneies identified by n State pootllecondary review 
entity under subpart 1 of part. H ofthiJ title; 

"(F) in tM opinion.!! :the Secretary, has not had severe 
performance deficiencies for any of the prog'J'1lllUI under 
this title, irn;;iuding rru:ch dcficleneic8 demonlllt.rnt.ed by 
audits or progratn tevie~Ylil submitted ut conducted"during 
the 5 calendar yean immediately preceding the~'dnte"of 
ppplication; :' _it 

"(G) provides 1m IiUJIIUrnncn that -IIuch institution has 
no delinquent outstanding debta to the Federal Govern- . 
ment, unless such debts a.re being repaid under or in 
accordance with a repayment atl'angement oatisfuctory to 
the jo'ederal Government, or the Secretary in the Secretary's 
discretion detenninea that the existence or amount of such 
debts has not been finally determined by the rogniunt 
Federal ngeney; and 

"'(H) meets such uther criteria DR the Secretary may 
establish to protect the financial interest 'of the United 
States nnd to promote the purposes ofthis part.. 
"(3) RE01JL..\TIONS GOVERNING APPROVAl. AF'1"F.R 'TRANSt· 

TtoN.-For academic year 1995-1996 and subsequent academic 
yeam, the Secretary shall promulgate and publish in the Fed~ 
ersl Register regulationB governing the Ilpprovlll of institutions 
to originate loana under this part in acconluncc with aeetion 
457{aX2). 
"(d; ELIGIBLE INSITI'UTIONs.-The Sccrctmy may not .seled an. 

institution of higher education for partieipatioIl under thie scction 
unle88 lIuch institution is an eligible institution undet Ba:tion 43.,(.11). 

"(e) CONSORTlA.-Subject to such requirements as the Sechtary 
may prescribe. eligible institutions of higher education (u:!". nul.cr· 
mined ,under subsection (d) with agreements under section '454(11) 
may apply to the Secrt!iary as consortia to originate loans' under 
this part for studenta in att.endlloce Ilt such institutions. i Bach 
MUch inll.tilution shllll be required to meet. the requirellientu' uf 
subsection (e) with respect to loan origination. ' . -

!. .. "{a} PARTICIPATION AGRF.F.MENTS.-An agnwmcnt with any 
'·instilution of higher education fot p<1rticip3l.lon in the direet studHnl 
loon program uttocr this part shal1~-· 

" 

.. "(1) provide for the establishment and maintenance lIf a 
direct st.udent loan program at the inNtitulion undet which 
the institution wiU­

"'(A} identify eligible students who seek student finan­
cial assistance at such institution in accurd;mce with .sec­
tion 484; 

"fBl estlmtlW the need of c-ilch suc:h student as requinm 
by part fo' Qf this title for an academic year, except. thnt, 
any loan obtained by a student under this parL with the 
.8ame tern.s as loans made under section 428H (except 
as otherwIse provided in this part), or a lonn obtained 
by a parent under this part with the same tenns as J(Jans 
mlldc under section 428U (!~xcept as otherwise prnvided 
in this part), or ob!.nilled under any State sponsored or 
private loan program, may be used to offset the expected
family contribution of the student for that year; 

M{C) provide a lItn.tement that certifies the eligibility 
of any studvnt to receive a loan under this part that is 
not in excess of ~he llIlnual nr aggregate limit applicable 
to such loan, I~)((!ept that the institution may, in exreptional 
drl,":l,lmstancC8 identified by the Secretary, refuse to I,":ertify 
a statt;\ment that pcrmiu> a student to receive a loan under 
this part, or ·ccrtify a loan amount tbat is less than the 
student's detcrminution of need (as detennined under part
f' of this Wit!), if the n:(l80n for such action is documented 
and providcd in written form to such student; 

. ~(() Sel forth a schmlule for disbursement of the pro­
<!Ceds of the loan in inJ;(..rIliments, consistent with the 
:requirements of$cction 428G; and 

"(f~) provide timely and uccurf\t.c inform:alion­
"(i) concerning thl! $tntus of stud€nt borrowen; (and 

students on whose behalf parcnLo; OOlT()w under this 
part) while lIuch students are in attendance at the 
mstitutioll and concerning any new inform-lll.iun of 
which the instituliQu becolUtis aware for lIu['n studeni..8 
(or their parents) n(\(lr $l,l..,h borrowers leave the 
institution, to tbl~ Setretury for the ser:idl!g and 
colleeling of loans made under thi1;J part; and 

I', "(ii) if the institution does not have an ngreement. 
with the Secretary under subse¢lion <b). ronceming 
student eligibility and need. UJ! detllrmined under Kub~ 
paragraphs (A) and (fit to t.he Sec:relary Ill> nP.M",n 
for the alternetive originntien of Ianni'! 00 eligible stu­
dents and parents ill aCCtlrdance with this part; 

,i 

"(2) provide ussurantl.lS that the institution will comply
with requirements established by the Secretary relating to stu­
dent loan infonnation with respect to loans mnde under this. 
part; 

"(3) provide that th;e institution accepts respansibility and 
fiJ1&.nciu! liabilily tltcmrning from its failure to perform its fune· 
tiona pursuant to thE' agreement, 

"(4) prOVide that studenta at the institnti<>n nnd their pur­
t:!tis (with rtlllpect to such students) will tx: eligible to partici. 

20 USC 108M, 
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edueation, or t;Qnsorna thereof;, fur the oriwnati~Ht of loana under 
this pari shall- { • 

'\1) supplement lhe6'greement e,'.tered into in accordance 
with 8ubac<::tion (a); "; 

",(2) include provisions established by tha Secretary that 
are similur to the participation agreement provlsionlJ described 
in paragraphs (1 )(E)(ii)1 (2), (3), (4), (5), (6), nnd (7) of subsection 
(a). lUll modified to re ate. to the origination of inans by thll 
institution or oonsortium;~;. ' 

"'(3) provide that. the iiustituti{)n or consortium will originatt 
lonns to eligiblo students'and parents in areordanee with Uti! 
part; and. ' • " 

",(4) provide that the note or evidence of obligation' on 
tho loan $h .. 11 be the property ofthe S~cr~t..ary. ~ 
"(e) Wrrlll.)liAwAL AND TERMINATION PROCEDURES.-The $cO' 

relary Shlill m;tnblish prQt;edures by which institutions or cons(}rtia 
may withdraw or be tcnninated from the p;-ogram Wldet this part. , 

20 USC lO8'1e. "SEC. 466, TERMS AND CONDITIONS OF LOANS. 

'"'(a) IN GENERAL.­
"(1) PARAl.!..f:L TERMS, CONDITIONS, BENEFITS, AA'D 

AMOUNTS,-Unless otherwise specified in this part, loonl! made 
to oorrowera undet this part shall have the same terms, conrt;, 
tions, nnd benefitB, and he available in the same amount!: 
as 10ane mada to borrowers under sections 42B, 428B, and 
428H of this title. 

""2} D}:J;U.lNATl()N OF J.QANs,-Loans made to ootT(lmn 
under this ptlrt that, eJ:ccpt na otherwise specified in wit 
part. have the same terms, conditions. and benefits as loartl 
made to borrowers undcl' ­

"(A) ~<:tion 428 shaH be known as 'Federnl Dlted 
Stafford Loana'~ j 

"(B) section 428B shall be known as '}<~edernl Direct 
PLUS LnanS't and 

"{C) aect.lon 428H shan be known as <Federal Dired 
UmJubsidized Stafford Loans', 

"(b) IN1':EREST RATE.­
, .. 

'_." " 
-'" 
,,' : 

PURl.IC LAW 1G3-66-AUG. 10, 1993 •. . 
pate in the p"lJrrumS under part B of this title ttt thn diru:::retion 
of the Seeretary for the period during which sm:h institution 
participates in the direct student loan program Lunder this 
part, e"rept thnt a student 01' parrent roay not receive lo.,'M 
under both OIls part and part H for the same Period of enroll­
ment; ~ .; • 

"(5) provide for the implementation of iii quality. ussurana 
system, as establishetl by the Secretary and developoo'in.con. 
BulLalion with institutions of higher eduClltion~~tO 'ensure' that 
the i!'stitution IS C?ml!Jying with program n:q~!.M~<:n~•.!too 
meelmg program ObJedl\'P_'l; .• . ,~.,. ". ;.:. 

"(6) provide that the institution Will not charge any' fees 
of any kind. however described, to student or parent borrowen 
for origination activities or the proVision of &»3 informnti{Jt! 
necessary for a student or parent to receive' a;\loan' urider 
this £Rr1., ot any benefits a9StK:H1U,d with such lo;m;u·n&·y"",,· 

(7} indude such other provisions n:a: the Secretary deter. 
mim13 are necessary to ptiltect Ule interests of Jhe. j United. 
States Rnd to promote the purpmmfi of thin parL ", , 
"(b) OruGINATION.-An agreement with 4'1Y institution of hight: 

• I;
PUBLIC LAW L03-6G-AUG. 10, 1993 107 STAT. 347 ! ! 

, . .. 
"(l) RATES FOR FDSL A."I0 mUSt...- ·-F'or Federnl Direct Star. 

ford Imm.s and Fedeml Direct Unsubshliroo Stafford Loans ii 
for which the first disbursement is u~ude on (It aIWr July 
I, 1994, the applicable rate of intcnmt shall, during any 12~ 
month period beginning on JUly 1 And ending: on June 30,
be determined on the preceding June 1 and: be equal tA>­

,; ..tA) the bond equivalent rate of 9I·day Treasury bills 

,auctioned at the final auction held prior to such June 


.: .... : 1; pius 
~ .' "(B) 3.1 percent, 

excer,t that such rate shall not exceed 8.25 perttnL .': 
··.{2) IN SCHOOL AND GRACE N;ruOD RUL&S.-{A) Notwith­ i l :

standing the provisions of paNlgrnph (1), hut subject to parn~

graph {3}, with respect to any l<'ederal Direct Stafford Loan :~ 

or l"edcral D.ireet Unsuhsidized Stailord Loan for whit:h the j,i 

first disbursement is made on or after July 1, 1995, the i: 

oppliC<lblc rate of interest for interest which acerut~s- i . 


"(i) prior to the beginning of the repayment period jl:
orthc Joan; or ·, 
: "(Ii) during the period in which pnfldpal need not 1,
he paid (whether or not such principal is in fact paid) 

by rf!B$Qn of a ,'revision described in section 42BCbX1XM) I· 

or 427(a)(2)(Cj, il\, . 

shall not cxceed the raw determined under -subparngrllph (B). tl: 
"(H) «'or the p\lrpose of subparagrnph (A), thf~ rate dUUlr­

mined under this subpllrnl.'Taph shall, during uny 12-month II 
period beginning all .Jutr 1 and ending On June 30, be deter­ ~f 
mined nn the preceding June 1 nnd be equal to-- If. 

1«1) thc bond equivalent rate of 91-day Treasury bills 
auctiorUld nt the final auction prior to such JlUIe 1; plus 

"(ii) 2,5 percent, . i'IIj 
excer.l that such rate shall not exceed 8.25 percent, Ii!.. ,.
,(a) OUT-n;AR RULE.-Notwithstanding paragraphs (1) and " · (2), for Federul Direct St<:IiTol'd Loans nnd Fede-raJ Direct .,,Unaubsidized Stafforq Loans mtlde on or after July ], 1998 ,the applicable rate ofintere.5t shall, during any 12-month peri;;;} 
beginning on July 1 nnd ending on JWIe 30, be determined 
on the preceding June 1 and be eCWN to­

'"(A) thc bond equivnlent rate of the security with a 

comparable maturity as establi;:;hed bl the Secretary; plus


"(ll) LO percent, 
exceFt that such rate shaH not exceed &.25 p!;;TtcnL 

(4) RATES FOR Pl)f>t.us.-{A) F.,r Federal Direct PLUS 
Loans (or which the first disbursement is made on or after 
Juty I, 1994, the applicable rate of intP.or<C11t @haH. during uny 
12wlnunlh period beginning on July 1 and ending on June 
30, be determined on the preteding June 1 and be equal Ur­

"'(i) the oond equivalent rat~ of 52-week Treasury biUs 

auctioned at final auetien held prior to s\leh JW1e 1; plUB


"(ii) 3.1 peJXent.,. 
except that such rate shall not exceed 9 percent. 

"(H) For Federal Direct PLUS lQltns made on or after July 
"1. 1998, the at'plicabJe rate of intl:-rest shuH. during any 12w · , 

month period beginning: on July 1 and ending on Jilne 30, LJ 
be de~rmined on the pret:eding June 1 and be equal to- i1;1

"(i) the bond equivnlent rate of the geCUrit;r with a h, 
comparable maturity as established by Ute Se<:retary; piWl \1',

ri '.,
r! 
~! ~ 
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''OJ) 2. t percent, 
exceet that such ralA:! shan not e;(cood 9 percent. 

(5) PtTBLICATION.-The St!cretary shall dete-nnine the 
applicable rates of interest under this s\lbsedion after consulta· 
tion with the Scctct.o.ry of the Trensury and shall publish such 
rate in the Federal Register o:s 8.(lon a~ practicable after the 
date of determination, 

.,:, "(c) LoAN FF.£.-The Seeretnry shan charge the borrower of 
a ~oan made under this part nn origina.tion fce of 4·if· percent 
of the principnlnnlount of lonn- . . -, . ~ 

"(d) RJi:i'AYMENT PV.NS,-' '. ,"; -:! ; 
"(1) DESIGN AND SELEC"flON,-Conaist.ent with::': rnteria' . 

eelabiishe<l by the Secretary, the Secretary shall orrer~a oor'~ 
rower Of fl lonn made under this part a varicty of· plans 'for­
repayment of euch lmm. including principal and inLereBt on ' 
the lmm. The OOl'1'Ower shall 00 entitled to aceclernootWithOt1f 
peualty, repaymcl1t (len the borrower's loans unooi-'ithis 'part:1 ! 
The borrowermaychoo.'U~ ,.1'-. W,IF:" I' 't'! 

'1AJ a standard repayment plan, with,i'fixed arU1UIlfi 
repayment amount paid over a fixed period of time, amsist· , 
ent with subsectiun (8)(1) ufthis section;' " ,.-.,,'- '; . ,,'f,1 

"(B) an extended repayment plan, with a:fixCd 'uruiiial' j 
repayment amuunt paid (wer an extended penod','qCtime," ; 
except that. the bom.:lwer shan annuall~ repayafp}niirliim 
amount delm:mined by the Secretary m accord:mce with 
section 428(b)(lXL), ,'.'f", ;,"

te) a. gradl.1l1wd repayment plan, wlth annual repny­
ment amounts established at 2 or more graduated.levels 
and paid over n fixed or exLended Ii~riod of time, exc(ipl 
that t.he bol'towcr's sc~lldu.led pl1yrrumta shall not be 10$$ 
than 50 percent, nor ,;~lOn~ than 1.1iO pereent, of whllt ti1(1 
am'n'tized payment on the amount owed would' be if ~he 
lonn were repaid under the standard ropayment plan: and 

"(0) an income cdilting(mt repayment plan, wi.th vnry· 
ing annual repayment amounl9 based on the income of 
the borrower, paid over an extended period of time prQ·· . 
scribed by the Secrew.ry, not to exceed 25 years, except ' 
that the plan descri~d in this subparagraph shall no~ i 
be available to the oorrowet of a FederaL Direct 'PLUS fl 

loan. ~. 

"(2) SELECTION BY SEGREl'Any.-If a burrower ,of a loan 
made under this part docs not seled, a repayiiwnt pla.n 
described in parugraph (1), lhe Secretary may ptovide the oor­
rower with a repayment plan des.ttibed .in subptHllgraph (A), 
(B). or(C; ofpaqt.graph 0)"

"(3) CIt.\."lGES IN SELECTIOX5.-TIU! oon:"O"';(:: of n. loan made 
under thi! part may .change the borrower'1I selection of a ropuy­
mcmt plan under paragraph (1), or the &x:rotnry's selection 
of U pilln fur the borrower under paragraph (2), as the CJlS1! 
may be, under such terms and conditions uS may be established 
by the Secrotary.

"{4} AVtERNATtvE REPAYMENT PLANa-The Secretary may 
provide:. on II C<t3e by case ba.'iis. nn nJtetmltive repayment
plan to a borrower of a loan made under this part who de!¥Y 
on$traU!l$ t.o the snlisfnctlon of the Seuctary t.hat the tenus! 
ami conditions of the repnyment plo.ns o.vailable under psro· : 
graph (1) are not o.dequate t.o accommodate the borrower. ". 
. I 

i 

PUBLIC LAW 103-G6--AUG. 10, 199:, 107 STAT. 349 " "~ !• 
".Ilxceptional ein:urnstanC(1S. In designing such alternative rcpny~ 


ment plnns, the Secretary sball eosun!: that such plans dn 

net eXC(1cd the cost. to the Fooetnl Government. as determined , 

on tiul baSil! of the preMnt vRlue of future payments hy sueh ;. 

oorrowers, of loans made W!ling the plana av,nilabl", under pan~· ,:1

.: 

graph O}. 


"(5) RKPAYMENT Ai--rF.R DEFAULT.-'The Seaetary may .-1' 
"I'; , 

reqttire any borrower who haa defaulted on a luan mnde under ·1>1 

thig part to-- 'II' 
, "CA} pay all rean<ntnble collection costs associnted with , ';'1" 

such Joan; and ~Ji
tB) repay the loan pursuant to an income contingent 


! repayment phm. 
 II'I • "{e} INCOME CoNTtNGf:NT HEl'AYMENT.­ :p
i., tl} INf'OlI.M.A1'lON AND PllOCEUURE3.-The Seeretary may 

obtain such infunnatillD as is remmnnbly necessary regarding ~ ,~ 

tho income of a oolTOw8r (and the borrower's spouse, if 'Ii 
. applic.able) of 8. loan nluoo un.der this part that is, ;)r may ii', , 
", be, repaid pnrswmL to income contingent repayment. for the . ,Iii~urpose of determining the annual repayment obligation of , , 

the. borrower. Returns and retwn infurmation (ns defined in 
",.sL>i:Lion 61Q3 £If the lnlcrnal It.cvcnue Code of 1986) may he 
"obtained under the pl"ilCeding sentence only w the extent i 
:: authorized by section 61O:I{IX13) of such Code. The $ecretllry ·!I.,,' sh<lU establish procedures for determining the borrower's repay­


ment obligation an that loan fot such year, nnd such other lj
,
procedures as are necessary tn implement efTe<:tively income 

amtingent repayment. 
 ·l 

; "(2) REPAYMENT BASErJ ON WJUS"TEU GROSS INCOME.-A ;,,repayment schedule for a loan made undnr llli~ part and repAid ,,pursuant w income contingent repayment shnll be based on 
the adju..<;t.ed gross ip.come (liS dnfined in sedinn 62 of t.he l 

" Inlcrnfll Revenue Code £If 1986) of the !lorrower or, if the "'.'borrower is married and filen il Fj~crol income lax return 
jointly with the borrower's speusc, on the adjusted gross in.come 
of the borrower Gnd the borrower's IIpnuse. 

"(3) ADDITIONAL DOCUMF...NTS.---A lmrrower who chooses, or 
ia. required, to repay a lonn made under this part pursuant 
to im:tlme contingeut repayment, and for whom adjusted gross 
income is unavailable or does l10t ree..<iOuuhly ref'ied the 
borrower's current income, shall provide to the Secretary other 
tiocumentotj...n of income satisfactory to the Secretary, which 
documentation the Secretary may use to detennine an appro·
priate repayment schedule. 

"(1) REPA'lMF'.JI.'T Sl"'..HF..DU!.ES.-Income contingent repay~ ~!,ltotltm$. 
lIuml Hcherililelt sheU bu established. by regWlI.tiMS promulgated 
by the Secretary and 8baH require payments that Vllry in 
mlation to the npprnpriate portion of the annual income of 
the borrower (and the borrower's spoUSe, if applicable) as deter­
mined by the Secretary. 

\'5) C~LCULAT10N Of' BALANCE DUE.-'I'he balanco due nn , ; 
a )O$\n made under this puet that is repaid pursuant to income 
contingent repayment shaH ~ual the unpaid principal amount, Ir(lJ tha JMn, any It~led inlc:n:st, and an}, fees, such _ late 
chnrgcll, ~$seESed on such Inan. The Secretary may promulgn.lc 

, I 
kl i 

regulllti(lU$ limiting the amount of interest that may be CDpitnl~ 
iZed Orl such loan, and the timing of any such capilalil".ation. ~j.i

iii 
,: ,
-' " 
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'lj
ii!..(C) not in e~S8 or 3 y.cars dnring which the $ccnltary"(6) NOTIFICATION TO BORRO\VERS.-The Secretary shan 

est..oblil!llt procoourell under which n borrower of a 10ao made determines. in sCC(Jroa.nce with TegWstione p1"escribed ,I.,
ul}der this part who chootll\s or ie required to repay such ban under St.'Clion 435{o). tha.t the borrowl~r hll" experien~d 
pursuant to income oouLingent repayment ia notified of the (IT will experience an cconomic hardship. :1 

"(g) FEDERAL DIR£ct CONSOLIDATION LoANS.-A borrower of I,terms Ilnd conditions of "such plan, including notification of 
such bOITOWl'I- s loan made under this part may consulidate such loan with the n 

"(A) thut the [nlemal Revenllil Service will disclose loans describ&d in Election 428C{s)(4) only under such tenus and 'II 
to the Secretary tax return information os authorized under oopditions .as the Secretary shan establish pUl'1lusnt to twction H 
section 6103(lX13} of the Inlernal Revenue Code 0(1986; 457(a)(1) or reguJati9JIs promulgniOO nnder this part. lAMS madi! 
and ", under this subsection shall be known 8S 'Federal Direct Consolida­ !i 

"(B) that if 8 borrower considen; that 3petls1 cir­ tioJl Loans', '!;;
cUtnHtAncc8, such 8S a 10&fi of employment by the borrower ,h) BORROWER DEF'ENSES.-Natwithstanding any other provi- lWgul .. twn1, , 
01' the borrower'g sp!)W«!, warrant an adjustment in the­ eion of StatP.' or Federnl law, the Secretary shall specify in regula- ,, I ,
borrower'a loan repayment us detenmned using the tions (except a8 6uthoriud under section 457(a)(1)) which nets :: 
information described in subparagraph (A). or lhe alter· OT ouuUiliona of un institution of higher edueatibn a OOlTOw~r may ; i 
native documentation described in paragraph (3), the bor~ assert as a defense to I'Epnymcrtt of a loan made under U~ia part, " 
rower may oontact the Secretary, who shan delcrmine except that in no evenl mllY a borrower recover from the Secretary,
whether auch adjustment is Ilpproprinle, in acrordance with in any action arising from or relating to a loon made UJ1der this .criteria eMtahlished by the Secretary. ' part, I1n Itmow.t in excess (if the amount such botTOwer has repaid 

"(t) DEF1?RMF.I'/T,- • on such Jonn. 
"(1) EFFECT ON rRlNClPhL AND INTERESr.-A.oorrower.of' "(1) LoAN APpIJCATION ANl) PROMlSSORY NO'1'1!:.-The common 

n loan made under this part who m{ffi;l3 the Hequirementa'. financl<ll reporting. furm required in seetion 483(a)(1) shall CI':In~ 
described in J).IlrAt:"'4ph (2) shall be eligible for a 'defennent, ~ stitute the- application fOor lonns made under this part (other than 

,during which periodic inetallments of prindpal 'needtnot_oo. a Fedeml Direct P14US loan). The SettcLn:ry shall develop, print,
paid. and interest- , ~ '=', ",::-::v.:'/r 'f and'distribute t.o participating institutions It standard promislmry

"(A) ahall not accr"Ue. 11\ the ease ofn- .,,,' :,,:,t.Ml,' r note and loan disclosure fOTm.
-Xi) Ft.'iieral Direct St.atTord Loan; or "~",;V!' '. " ';' ,\j) LOJ...... DISBURSEMEN1'.- . 
"(ii) a Federal Direct Consolidation '\ l'<,lunc:,thnt't­ "r,. "(1) IN GENERAL.-Proceeds of loans to studenbl under this , i consoJidaood only Federal Direct Stafford, Lonns, .(lr . ,": part ahall be applied to the student's Ilccount for tuition and

n combination of such loans and FederAl Staffwd Leans· ~i 
::-fees, and, in Ule ease -of institutionally owned hOll}ling, to room Ifor whkh the student borrower recejV(!!d an;;..interest l' .... ..; and board. I..oan proceeds that Hemain after the application

subsidy tinder section 428; or ,.,:; .1.'1-:;;; _~t;;,!" , ,:.: of ,the previOUS scnwnc:e shnll be delivered to the borrower 
"(ll) shnll accrue and be capitalized or ,'p8idlbi~,the.{· . ,,'··hy·check 01" other means that ia paynhll! to and requires the

borrower in the ease of a Federal /)ircct PLUS . Loan", ;. - cndnrsement or other certification by such borrower. 
u Federai Direct Unaubsidized Stafford Losn>or atFmrorai , "(2) PAYMENT Ff:llIons.-'J'he &.-cretary shall establish peri­

, . Direct ConsoHdl.l.ti!m Loan not described in subpru'!lgfiiph ods. for the payments described in paragraph (1) in a mannar(A:i0i). ' ) , , . consi."li.ent with payment of basic grontn Wider Itubpart 1 of 
"(2) EUGlBILJT'i.-A borrower of s 10,;n made undor this i' part A ofthia title.part shall be eligible for S' defennent during any period- ' "(k) }<)SCAL CONTROL AND FUND AC:COUN1'AllILtTY.­. "(A) during which tht. borrower-, " "U) IN (;~NERAI,",-(A) An inatitution shall maintain finan­"m ie e.o.rryin~:·Bt. least' onu-half the normal full­ cial rcwrds in a manner C(Jnaistel\t with reoords mainla'ined time work load f:!~ t.he COUl'8() of study that the . ,for other programJ!l under this title.borrower is pursuillg, es determined by the eligible "(B) Except as otherwiS<! l"equired by regulations of their,stitution (as ouch tErm is defined in 8etti{)n 436(a}). Secretary, or in s notice under section 457(8)[1), an institutionthe lMJITOwer is attending; or may maintain loan funds under this part in the same account"(m 1,$ pu.!'$mn2 a course of sludy pUl'AUhnt to 

as other }o'ederal student. finaneiel assistance. a graduate fellow~l:i, progra.m approved by the Sec· . 
"(2) PAYMENTS AND REFUNDs.-Payment& and refunds shallretBry, or pttn,\lw-Pt to a rehabilitation trpinlng pro-. 

be realncilcd in a manner cOi\$istcnt with the manlli'l' aetgram for individuals with disabilities approved by the farth fot' the suhrni$$ion of a payment summary report requiredSettetary" .• of inatitutions participatin~ in the progntm under subpart. 1 Clt(:Cpt thnl no oorrowur shaD be eligible folr tl dcfcnncnt of part A, except that nothing in this paragraph shall prevent.under this ouhparagrerh..t or a loan made under this parl such Tt'C()nciliations on a monthly basis. (other than a Federa UlNCt PLUS Lonn or a' .Federal 
"(3) TRANSACTION HISTORf&.'S.-AJI transaction hi"LoriesDirect Consolidation Loan), white serving in a'''' riwdiC{l.l 

under this parl shull be maintained usi!4{ the same systeminl.1!mship or r<midency program; . . 
designated by the Secrlltary for Ute provlSlt'lO of basic grants,,(B) not in elt(:(UUi of:i years during which tile borrower 
l)nder subpart 1of part A of thi.!! tille,ie seeking and unable to find full-time employment; 
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2n USC 1(lS1f. . "SEC. 45&. CONTRACTS. 

"(a) Cot-.'TRACTS FUR SuPPLIES ANn SERVlC&'s,­
"U) IN GENERAI~-The Secretary shall, to the extent prill:' 

tic:able-, award contracts for origination. servicing, and coileetion 
described in subsection {b}. In awarding Bueh contracts, the 
Secretary shaU ensure thnt Bueh Servictill and Bupplic.'l nre 
provided at competitive prices. 
. "(2) ENTITIES.-TIm enUties with which th~~ Secretary may 
enter into oonlruci;s shall include only entilic8 which the. &c. 
retary det.cnnincs are qualified to provido such serviceg. and 
Gupplies nnd will comply with the procndllTcs, appliCable to 
the award of such contracts. In the cal;ill of awarding contracts 
for the ori!rnatlon. servicing, and eolli3ction of Joani" under 
!.his part, trw Secretary shall enter into conLracts"oi?-ly with 
entitnl}} thtJt have extensive ond relevant eKporicnce ,,:ud clem­
tmstmted eITectiveness. The entities with which the Secretary 
may enter into such contracts sholl include, where practicoble, 
a~ndes with agreements with the s.~retary under flectioN 
428{h) and (Ct, ir such ag.mdce moot 1htl' qualifications as deter­
mined by the Secretary under 1his Std:n«.>ction and'if those 
agencies hnve such experience and demonstrated eITm~i.ivenesB, 
In awarding contracts to such State agencies, Hill Secretary 
shall, to the extent prp.cticable and consitfhmt with the'pUTJ}()ses 
of this P8r~ give special consideration to State a.gellcies with 
n history 01 high quality performa.nce to ~rform services for 
institution·s orhighereilueation within their St..nte,,- '. 

"(3) RULE OF OONSl'RUL"1'ION.-Nothing in this section shun 
00 c,onstruea as a lim.itation of the nuthorityt'of,filny"Stnte 
p.gel}ey to enter into an agree:nent .f~r the'. ~u~~<I:,of: this 
Iit>ctIQn lU! a member ofa consortium of State agt,nCica:"';' ~<;:,' ~tI1" 
"'(b) CONTltACTs FOR ORlGlNATION, S.I!:HVIC1NG, AND ,DATA,: Svs­

TEMs.~~'l"he Secretary may enler into contracts for- d:"; ..::/:ii !..<;~~ 
"(1) the alternative origination of loans to studentS nil.end., 

ing institutions of higher educntion with agreementS"tb"'l?aitici. 
pate in the program under this part (or their p.fiientS);"lf'8Uch 
institutions do not have agreements with the Secrfllni·y.~un'dcr
sectiun 454(b)' . f. :' '·1,<";";/""" 

"(2) the .s~rvidng and eollcction of loans made unAe~~this! 
part' ::. ·;+;.:'f. ,; ..~,~ 

1.(3) tho establishment and npcration of 1 I',lT ;n{~'-rnr'daui 
systems for the muintenanco of records on :nil loamL mUGe 
undorthiafjarf.; ." "'1'' ­
, "(4) services to assist in the orderly transition from the 

loan proFums under part n to tht:! direet,itudent lrmn program 
under this part; and ,', : •. 

"(5} such other n$pecV:'~;',f· the dir~t student loan program 
as the SI!crctary dett:irm'ines are necessary to ensure the 
sucCillsstul operation of the jtl'ogram. 

20 USC 108711:. "SEC. 4$7, REGULATORY ACTrVlTlEs, 

"(8) NOTICE IN LIEU OF ReOULATIONS FOR FIRST YEAn OF PRo­

FI'd.,.ml GRAM:- "(1) NOTICE IN LIEU dF'UEGutATfONS f'OR FIRST .YEM OF ,I
~" vublk;ltwn. 	 f'nOOnAM.-'J'he Secretary s.hall publish jn the r'ederru Register I 

whatever standard$" criteria, and procedures. consistent with I 
the provisions of this part"the Secretary, in consultation with I 
meml.x-n of the higher education community, dett:innines are I 

. I 

·PUBUC LAW lO:H;{i-AUG. 10, HH};J 107 STAT. :1-5::l• 
reusonable and necessary to the successful implementation of 
the first yeaT of the dir~l r;tmient loan progrnm authorized 
by thls fart. Section 431 of the General Education Provisions 
Ad shal not apply to: the publication of such standards, eritetia, ;: 

and prGe(.duf'eS, " Ii"(2} NFNOTIATP.U nUt,.£MAJaNo,-Begirming with uC'udcmlc .. 
year 1995-1996. all standard.,>, criteria, pn:){;I~durml, und regula­ :1tions implementing this part as amended by the Sluu(.'1lt Loan 

:jReform Act of 1993 shull, to the extent prMticable, be aubject 

to negotiated rulemaking, including all such standards, criteria, 

ptoeedures, and regulations promUlgated from the date of enact­

ment of such Act. 
 il 
"{b} CLOSH'lO nATE Fon APPLICATIONS " FnOM INSTITIJT10NS.-­ 'IThe Secretary shull establish a dale not lnwr than Oct.ober 1, I:1993, as the closing date for receiving applications from institutions 


of higher education desiring 1.0 particip{li.c in the first year of II!' 
..the direct loan progrnm under thlS Jrnrt. 
"tc) Pum,.ICA1l0N or l.J$1' OF PARTICIPATING INSTInmONS.­ ~ \

I,Nol later than January 1, 1994, the Secretary shall publish in 
the Federal Hagister a liaL of the lnatitutions of higher education 
ildecled fa participate in the first year of the dired 101ln program 
under thia part. ,I 
~SEC. 458. Fl}NDH FOR ADMTNlST'RATIVE EXl'ENSF.5. 	 20 USC 108111. " " 

"(8) IN GENERAL.-Eneh fiscal year, there shaH be available 
to the Secretary of Education from funds available pursuant to 
section 422(g) and from funds not otherwise approprintml, fund~ 
w,be obligtlt.ed for administ.rative casU! under th)s part, including il 
the 'wats of the transition from the Inan programs und-er part 

'~ B·to:.the dired student lonn programs under this part {including ",
the ,costs of annuaUy assessing the progn'Im under this part and 1 
the progress of the tt'ans:itir.m} and transition $UPi'urt {meluding 

administroJi\'e' costs! for the eXi*nses ofguaranty agencies in servic~ 

ing-outstanding loans in their porlfoHtl5 and ill guaranteeing new 

loans.· not to exceed (fl'OI'I1. such funds not utherwise appropriated) 

$260,000,000 in fiscal yeal' ]994, $:-145,000,000 in fiscal year 1995, 

$550,000,000 in fisl:nl yuar 1996, $['195,000,000 in fis('.nl year 1997, 

and $750,000,000 in lisenl year ]998. Ir in any fisl!81 year the .." 

Secretary detl!rmines t.hat additiQnaJ funds for I1drninistrative 

expemrea are needed as a result of gll(:h transition or t.he expansiun " 

of the direct student IOEnl programs under this part, Lhe Secretary 

ill" authorized to use fnnds availa.blt; under this section for- a sub$i!. 

quent' flliClll year for sucl1 expenses;,' except that the total expendi· 

tures bv the SecretarY {frtJrrt such funds not otherwise approprl»l~il) 

shall not cxeeed $2,500,000,000 in fim:al yeurn 1994 through 1998. 

The Secreto:ry is also authorized to: carry oveI' fund!! available 

under- this seetilln U, a subsequent fiscal year, :;
.,"'(b) AVAIl..ABllJTY,-Funds made uvailable- under subsection (a). 
shall remain available until expended. 

"(c) BUDCET JUSTJFICATION.~,·Nu rands ma.y be expended under II
h 

this sCl;tion unless the Secrctary includes in the Depart.ment. of 
Education's. annual budget justification to Congress a detailed 

~~ 

description of the specific activiti1!!!1 fur which the funds made fwnil­
able by this section have been used in the prior and current year3 
(if appiicablfl), the activitie:l and costs planned (or the budt;et year,
and ":he projection of activities and costs for each remaining year .' 
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'for which administmtive expenses under thbr sp.r.tion ore made 
available, 

"(d) NOTIf'ICATJON,-Jn the event the Secretary finds it nec­
essary to use the autlmrity provided t.o the Sm.:retary under sub­
section (a) to draw funds for administ.rative expenses from ill future 
year's fWlds, [w fund.~ may be expended under this IU!dion unless 
the Secretary immediately nutifictl the Committees on Appropria­
tions of the &nate and of the House of Representatives, and Hie 
Labor and Human JW5IJUl'C(1S Committee of the Sennte tlnd the 
Education and Labor Committee of the House of Rcprctlentatives,
of such action and explain the reeS(lUS for such action.... . 

CHAPTER 2--CONFOnMfNG AMENDI\!E1';o"1'S TO TIlE 

HIGHER EDUCATION ACt OF 1965 


sec. .Of!. PR£SERVlNG LOAN ACCESS. 

(a) ADVANCES TO GUARANTY AGENCIES FOR LENDER-Ql'-I..,AST. 
RESORT SEQVlCES,- • f 

(l) AMENDMEN'l'_~tion 428(j) of the Ad (2Q U.S.C. '.! 
l078fj)} i~ 4Ulcud,,-d by Btriklng ptu,"llgraph (3) and' ins~u"'llug
the followmg: . " ,'.' . 

"'(3) ADVANCES TO GUARANTY ACENClES FOR LENDER-QF·: 
LAST-RESORT SERVICES DURING TRANSITION 10 OlRf.CT'U:NI). 
INC,-(A) In order to ensure tlte availability of loan capital 
during the transitlon from the lo"edernl Family Edueation"J..oan· 
Program under this part 1.0 the l"ederal Dire<:t Studenl Loan 
Program under part D of thi~ tille, the Secretary is authorized 
to provide n guaranty agency with additional advance funds 
in aCCOrdllnCe with section 422(cX7), with such restriction"s on 
tlte use of .such fu.rtds 8.111 an~ dclm:-minm:l appropriate by the 
St.'cretllry, in order to ensure that. lhe guaranty agcncy will 
:11ake lonns as the lender-<Jf·last-tesorl. Sueh agcncy eh~ll make 
:::uch loans in accordance with thill lIub~tion and th('nequirn­
nlt~ntB of the Secretary_ ~ ',,;~ 

"(Bl Notwithstanding any other provision in this part, a 
guaranty agency serving as a lender-of-lasl.·resort under·;this".l 
paragraph shllll be paid a fee. established by the'Secrctnry,'{ 
for n:a$.kmg such Joans in lieu. or inl..ereat "~Tld a.pceilll :f!;llo~~nc:<! . 
SubSidies, and shall be rcqUlrcd 1.0 as:;lgn such loans to' the" ~ 
Secretary on demand. Upon such asaig"l~f1"Ient, lhe~'portiun. of;;'.. 1 
the advance represented by the loamI 1l1\!!lgnud !!hall be:oonstd·:"" i 
ered repaid by such guar4lnty agency.", , ... !.<;~;;. ;:1';. :';; ~ 

(2) CONFORMlNG AMENDMENTS._ .' '':.It r·t"",f.!.~!!!:!"if" I 
(A) AnvANCES TO GUAMNTEE Ar:RNCIEs,~ection';~; 

42~{~)(7) or the, A~t (20, U_?C. 1072(eX7)) is am~nd.~'~bi,~·~', , 
5trik.ir:g nl. hc;;:nn~ng W'lth let:l g-.mrnnty ngnncy" th:rou~h " 
the period 41nd ingeriing "to B guaranty ageneY-::I-' ',a\~.;i:ii ~';; ~.' ! 

"(A) in aocordance with SectiM 428(H. hi order u'I' , 
ensure th4lt the guaranty agency shall lnake lonns'· as,the;' I 
lender-of-Jast-resnrt during the tmnsitloo from lhe'Froeral:' 
Family education Loan Program under this part· to the 
Federal Direct Student Loan Program under part ,D of 
this title; or :j 

"W) if the Secretary js see-king to terminate the guar* 
nnty ltgeney"s agreemen!,. or assum.ir~ the guaranty agen~"
cis functions. in accordance with section 428(c)(lOXF)(v). 
in order to assist the agency in meeting its irnmll!diul.c, 

CBsh needs, el1.'1ure the uninterrupl..ed paym.mt of cll).i.ms. 

or ensure thaL the guaranty agency shalt make l{lans as 

described in subparagraph (A);", 


(1) ltUl..ES ANn OPERATING PROCEDURES.--Seetion 

4280X2) of the Aet (20 U.S.C. 1078(jX2}) is nm!!ndj;d~ 


(i) in subparagrnph (A), by inserting beFore the 
semicolon at the end the following:, "and ensure a 
resportse within GO days a/Wr the student's originol 

.'oomplete application is filed under this subsection"; " 
(it) by redesigaating subparagraphs (B) through 

{D) as suhparagraph" (C) through tEl, reKpcctively;
and 

{iii} by inserting nfi.er subpsragraph W the fallow· :!" 
ing new subparugruph: ' 
",(B) consistent with sl.andArds esUtblished by the Sec. " 

retary, students applying for Joans under this subsectien 

shaH nol be subject to additional eli~ibilily rnquirementa 

or requests far additional inronnatlOn beyond whitt is 

required under this title in order to receive 11 loan under 

this part from an -eligihlH l,under, nor he required Lo reC£!ivu 

more than tW[1 rejedions from eligible lenders in order 

to obtain a. loan' under this subseetion;'", 


(b) LENDER REFERRAL SERVIC.lt:.S.-Bedion 428(e) of the Act. 
(20 U.S.C. 1078(e») is amended­

(1) in paragtnph (l} ­
(A) by amending the paragraph heading to read M 

follows: "IN GENI-:ItAL: AGRE£.!It£N1'S WITH CUARAl"<'TY AGEN. 
CIES,-"; Ii(B) by inserting the subpara.gTaph designation "(A)" 

immediately before ''The Secretary"; 


(0) by striking "in any Slaw" llnd irlllCrling "with which 

the Secretary hilS an agreement under flub-paragraph (B}"; 

and 


CD) by adding at the end lhe (allowing new subpara·

gTIlph: 

~(BXi) The Secretary may enter into IIgreemlmts with guar­

anty agencies that med llla.ndllIru. established by the 8ceretary 
to provide lender rererral services in geogmphic nrea6 upecifioo , 
by the Secretary. Such guaranty agenciea shall be paid in 1' 

.a.c:cordance with paragraph (3) for such services. ,, 
.'.' .,. "(ij) The Secrct.u.ry shall publish in the Federal RegililleY fl'dt'ml Iwhatever standards, criteria, and procedures, consistent with """"~,pufiticAti<:m.the pmvision.'I Qf this part. and part D of this title. the Secretary 
: ",dou!rminp.,> nrc reasonable and necessary to provide lender ,!. , referral servieca under this suhBection and ensure loon access 
" ",:to student and parent oorrowers during the trn.JUlition from 
."" .the leAn progn.ulls under this part La the dir(>{"t student IMn 

programs under part n of this title. Section 431 "fthe Gencral 
" Education Provisions Ad shall not app1t to the puhlieation ,

;.:
of lJuch standards, criteria, and procedures. ; "i• (2j in paragraph (2}- ,.

i',fA) in the mlttter preceding subparagraph fA), hy strik­

ing "in a State" and inserting "with which the Sce:wtary

has nn agrecmcnt under paragraph {lXB)"; 


(B) hy amending subparngroph (A) to read as fuUowa: 
"tA)(il sueh atudent is either a resident of, or is 


accepted for enrollment in, or is attending, an eligible 


http:Secrct.u.ry
http:cll).i.ms
http:assum.ir
http:l03-(j()-AUG.l0


• • ,. '., 

HIT STAT. 356 PUBLIC LAW 103cfi6-AUG. 10, 1993 PUBL1C LAW lOa-66-AUG. 10, 1993 
.~ 

)llstif.\1tion located in n ,geographic area for which tile See­
ret.nry (l) dnl.ennines that loons are flot availabJe lo 1111 
ellfrihle students, nod (1I) has entereu Illto nn ngreem~nt 
with a gunflint.)' ngency under paragraph (lXB) to p'rovide 
lender referral services; and~; 
(3) in paragraph (3), by striking "The" and inserting "From 

funds available for coste of lrtmsilion undl~r $Cellon 458 or 
the Ad. the"; and 

(4) by striking paragraph (5). 
(e} LsNUER-Of'-LAsT·Hp,soRT FUNCTIOl'.'S OF STUDENT LoAN 

MARKI:TiNG I\SSOCLATION.--Suhsediun {q} of section 439 of the Att 
(20 U,S,C. 1087-2{q}) is amended to read as follows! 

"'{q) LEI'WER-oF·LAs'r·RIi!SORT.­
, '"(1) ACT!ON AT ~U£ST OF S£CnE'fARy.-(A) Whenever Lhe 

S~retary detenniI~es that eligib1c borrowers ore seeking and 
aro unable to obtain loann uncil!!' this purt, the Associat.ion 
or )\:$ designated agent shall. not later thtll~ 90 days nner 
the date of enactment of the Student Loan Reform Act Dr 
1993, begin making lonns t.o tluch eligible OOITowers in accord­
ance with t.his subsm::t.ion at the lTquest of the Secretary, 'The 
Secretary may rcque:Jt that the Association make loans to 
OOl'T'Owera witilin a geographic area or for the oonelit. or stude,ntB· 
attending institutions of higher erlucation tbnt. certify, in accord­
anee with standards established by the Secretary, that,their 
studentlJ an seeking and unable to obtain 10811S. t"_ 

'XB) Leans uuldc pursuant to this subsection shall be. insur. 
able by the Secretary undlll' section 429 with a certificate 
of rom{lrehensive insurance coverage provided fot under section 
429(bXI) or by n guu;rnnty agency under paragraph,(2XA) of' 
this subsection. ' ~ ;;. 

"(2) ISSUANCE ANIl COVERAGE OF LOANS,-{M Vthenever 
the Secretary, alter consultation with, and with tho agreement· 
of, reptesentat.ivtls of the guarant.y agency in a State. or an 
eligible lender in a State dcacribed in Bection 435{dXIXD),; 
determines that a Buru.lantial portion of eligihle borrowel'1l in 
such State (lr within nn area. (If such State are seeking and 
are unahie to obtain loans under this pnrt, the A.qociauon 

. or'iL8 designated agent shall begin making such lonns to borrow· 
f era in such StaUl or within an tlrCtl of such Sttltc in tl~ordrmce 
?with this subsection at the r<lquest orthe SecretD.ry, : ~ "" . 

"(8) Lotlns made pursuant to this subsection shall be insur­
able by the agency identified in subparagraph (A),hat-ing.lln: 
agrru!ment pursuant. to section 428{b). For lonns' inSUred ,by, 
such a,gency, the agency Nhl!U fI:nvide the.A!:s'o~i~tie~;,~\Iith'~ 
a certificate or comprehenSive msurance eov-eragc,·:lf"the
Association and the agency have mutually agrecd.ui>oii,u'lncans 
to·d1ltt.ennine that the ogency bns not already,.gu'aranteed a 
loan under this part to a student whi;;h would cnusiu:Csum.e-' 
quent loan made by the As.ociaUun to be in violuiion~of any
provision under this part., . .~, _~~·.i: ~,,"..o;. 

.'{:~) TERMINATION OF LENDlNG.-The M"Iociation ur,its dea· 
ignaLed agent shall cease making l-oans under thi~' fiuna'actlor!' 
at such time as the Secretary rlt!U!rmineB that the conditimis.' 
which cl1used the implemantation of this subsedion have·'eaaeed 
to exist,", ;'t.:,.; ..; .

',,<>, : 

SEC. ~2.. GUARAN'lY AGENCY R&SEUVES. 

Section 422 of the Act (20 U.S.C. 1072) ;s amended by adding
at the (lnr! the following new :rmbsection: 

~(g) Pm:SI::flVATION AND RECOVERY Or' GUARANTY Am::NC'( 
RF..sER\fEB.­

"(1) AUTHORITY TO HEUWER tVNOs.-Notwithstanrling any
ot.ht!r provision of law, the reecrve funds ef the guaranty agen· 
clUB, and nny assets purchased with such reserve funds, regard­
l¢SJJ of who holds or eonirolB the reserves or smote, shall be 
ronsideroo to be the properly of th(\: United States to be used 
in the operat.ion uf the progrnm fiuthori:r;ed by this part or 
the program authorized by part D of this title. However, the 
&x::rettlry may not require the return of all rf':serve fundt! of 
a putranty agency to the Secretary unless the Secretary deter­
mmes that finch return is in the oost interest of the operation
or the prugram lIuthorized by this part. or the program Buthor. 
il,(ld by part n of this title, o~ to ensure the propel' main~nanoo 
of such agenerB funds or B$8etA or the orderly ternnnati(!n 
of the guaranty agency'!! operations Bud the liquidation of ita 
.8S11CotJ!l, The reacrvcs shail be maintained by each guaranty 
agency 00 pay program expenses nnd eonti~nt. liabilities. M 
authorized by the Secretary, except that­

"fA) the Secretary fIluy direct a guaranty agency to 
return to the Secretnry Il portion of its reserve fund which 
the Suretary determines is unnecessary to pay the pr0­
gram expenses and -t'ontingent liabililielJ of the guaranty 
agency; 

"(B) the Secretary may direct. the guaranty agency 
to require the retutn, to the guarant.y agency or to the 
Secretary. of any reserve funds or nSSll18 held Dy, or under 
the eontrnll~r. anY.Gther entity. which the Seeret..aty deter~ 
mines are necessary to pay the program expenses and 
contingent liabilities of tilt: guaranty agency. or which are 
requil1l!d fot' the orderly ternlinution of the guaranty
agency's oj1Crations and the liquidation of its assets. 

"{C) the Secretary may direct a guaranty aggney. or 
such agency's officers or directors, t.o cease any adivitiea 
involving expenditure, use or transfer of tile guaranty 
agency's teacrve funds or asseta which the Secretary deter­
mines h: 11 rniRBpplication, misu.'!I(!, or improper expenditure
ofsuch funds ar asseLB: and 

"(D) any such dnl.m-mination under subparagraph (A) 
or (B) IIhn;\I be based on standards pnlscribed hy regulations 
that are developed through negotiated rulemaking and that 
include procedures fhr ndministrathtc due proc~, 

.. "(2) Ti:nMINATION ?Rij"vlS10N,5 IN WN'rKACTS,-<M To 
.' ensure that th~ funds and asset!!: of the guaranty agency are 
. prallerved, any 1;X'lnt.rncl with res~t to the admmiatl'1ltiun of 
., a_gusranty agency's reserVe funds. or the adminiat.ration of 
any afW}tJJ; JHlTChased or acquired with the reserv.e funda of 
the guaranty agency, thllt IS enlered into Qr extended by the 
guaranty agency. or IIny olher patty on behalf or or "{jth the 
«mcurnmce of the gul1T!1nty IIgen;;y, after the date of enactment 
af this subsm:Uon shall pro\"ide that the contract is terminable 

.by. the Secrotary upon 30 days notice to the contracting parties 
if .the Seeretnry determines that such cuntract includes an 
impermissible transfer of the reStlrve funds or assets, or is 
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otherwise inC{)nsistcni.- with tho tenm or purposes of this B~· sEC. 464S. TERMINATION OF (HJARAN'fY AGENCY ACREE!ttEm'S; 
tlQn. i: /o.SSUMI'TION OF GUARAN"r'Y AGENCY FUNCTIONS PV TilE 

"(B} The Sm::reUt!7:'.;nay direct e.~guaranly agency Lo suspend. SECRETARY. 
or cease activities under any contract entered into by or On' 
behalf of such ngeocy"afl.er January 1. 1993, if lhe Secretary 
determines t.hn.t the misuse or improper expenditure of SUtb 
guaranty agency's funds or usets or ,meh conttad provide! 
unnectl88flry or improper benefits to fluch agency's officcra Of: 
directoNl. t- ­

"(3) PEUAf:fIES.-Yiola.tlon of any direction issued by the: 
Secretary under this subsection may be subject ta the penaltieg! 
dCtlcribOO in section 490'nrthis Act ' .' . ' 

'14) AVAIt..AlnLlTY OF HrNDS.-Any funds tha.t are ndurntd 
or otherwise recovered by the Seeretury pursuant to thiu sub­
section shalt be available fot expenditure for experwe!l punmtlnl 
til oocuon 458 of this Act,". 1 

sgc. 4043. TF.RhtS OF LOANS. I 
. (II) AMENDMENT,-Seetion 428 of the Act (00 U,S-C. 1078) U 

amended- , : 
(1) in subsection (bXIXDJ. by striking' "be subject to" .• 

through the snmirolon and inserting "be subject to income i 
contingent repayment in accordance with aubsection (m);"; and I' 

(2) in R\lbaecUon (m)­
(A) by amending pantW*lph el} to read as fonowa: ~ 

"(1) AUTHORITY OP SECRETARY TO REQtJIRE.-~The Secretary 
ahaj! require lit least 10 porcent of the borrowers who ha¥e 
defaulted on loans made under thi9 part that are assigned 
to the ~en::t.nry undar subsection (c)(8) to repay those lQ{ln$! 
under an inC(lme contingent. repayment plan, the termN and; 
conditions of which shall be establi$hed by the Secretary and; 
the same as, or similar te, an income contingent reparnent 
plan e3t!tbTished for pnrpoon or part D of this ,titJe. ; and 

(B) by striking paragraphs (2), (3), and (4) and insert­ , 
ing the following new paragraph: " ., 
,,{2} l..oANS FOR WInCH INCOME (;()NTJNGIi:NT "REPAYMENT 

MAY Be REQUIRED.-A loan made under this 1part 'may be 
requi:'ed to be repaid under this subsedion if the',note or 
other evidence of the loan bas been assigned to the" Secretary 
putsU8nt to $ubaection (c)(8), ~. .., ". -""" . 

20 USC Ilm . (b) EFFECTIVE DATE,-The amendments made by, ~is /!IccUonnot,,_ shal!taket:lfTectonJulyl, 1994. .« , 
, ~ 

SEC• .f&«. A......SIGNMEN')' OF LOANS. 

Section 428(c)(8) of HUl Ad {20 U.S.C. H;'l8(c)(S}} ia'amended­
(1) ill the fimt 6Cnt.ence, by inserting the sUbParagraph 

designation "(At before '"'If the"; '. ' 
<j (2) by striking the ll'ecl)Tld and third sentences; and 
~ (3) by adding at the end the following new subparagraph: 

"eE) An orderlY t.ransition from the Federal Family Edu­
cation Lmm Program under this part to the' Federal Direct 
Student Loan Program under part D uf l.hia_title:;'shilll be 
det!med to be in the Federal fiscal in~rest.,a!"id::a{guorant1 
agency shun promptly assign loana to the,' &eretary :W1der 
thill paragraph upon the Secretary's requeat.", . ~"",:;'(l~" \ ..: {; .J. , 

4. .... <1""J' .' , 
- 9:' ,~··t;i;·Pt;!l (I; 

,:P;'i}-'t 0;'11'" 'I:: 
~";:":!!.(';:;"'f" p~_!; 

," 0.. ' 

zo usc uns.Section 428{cXIO) of the Act is amended­
(1) in Bubpnragr.aph (C), by insorting "', M appropriate," 


after "the $ccretary shall requin,"; 

(2) in sUbpllragraph (D)­

(A) by inserting the clause designation "{it before 

"Each";


(B) by striking "Each" and inserting "Jf tho Secretary 

is not seeking to- terminate the guSI'outy agellcy's agree­

ment under subparagraph (E). or assuming the guaranty 

agency's fltuctiuns under subparagraph (F), a"; 


(C) by .adding at the end the following new clause: 
"(it) If the Secretary is seeking to terminate the gttnranty 


agency'a agreement under subparagraph (El. OJ'" assuluing the 

guaranty .geney's functions under 6\lbp.ragroph (F), .a man.ge­

ment pian described in subparagraph (C) shall include the 

means by which tho Secretary and the guaranty agency shall 

work together to ensure the orderly termil\$tion of the oper­

atiuns, and liquidaLion of the asseia, of the guanmty agency.", 


{3) in subparagraph (F-).- ' 
(A) in clause (il). by striking "or" after the semiwlon; 
(B) in dause (iu), by &triking the period and inserting 


a &emico!nn; and . 

(C) by adding at the end the following new clauses: 

"(iv) the Secretag detenninos that such action la De<:­


essary to prutect the Federal fiseal interest; 

""{v) the Secretary dCUlnnincs that sueb aelion is noc­


c.ssary to ensure the continued availability of lonns to stu­

denl or pnrent borrowers; or 


"(vi) the Secretary determiMs that such acLion is nec­
essary to ensure an orderly transition frum the loan pro­
grams under this part to the direct student luan programs 
under part D of thHI title,"; 
(4J in subpsTagraph (F)­

(A) in the mntt~r preceding clause (1), by striking 
"~pt as provided in subparagraph (0), ir and inserting 
"If'; 

{B) by amending clause (v) to rcud as follows: 
"(v) provide the guaranty agency with additiOflnl 

advance funds in acoordnnce with sectmn 42Z(eX7), with 
s~1ch restrictic-ns on the use of stich runds as is w!lermined 
appr-opriate by the Secretary, in order to­

"U} meet the immediate cash needs uf the guaranty 
agency; , 

. "(1) ensure the uninterrupted payment of claims; 

" ~(lIl) ensure that the guaranty agency win make 
loans as the lendet*o(·!ast-resort, in accurdance with 
subsection (j)~"~ 
(C) in clause (vi)­

(i) by atriking "'and to avoid" and inserting "to 
avoid";, , 

Hi) by striking the period nnd inserting a comma 
and "and to ensure an orderly transition from the 

" ..,~ 
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loan programs under this part to the diiCcl.·,student (1) in auru!li~ctinn (a) by amending paragrapb {3XA} to read 
loan programs undln part D of this title:"; aild"'.'. .. ; as followa; 

(iii) by r!!deslb'nating such dause &.6 <;;Iilttsuand ...... ","..'", . 
to) by .inserting after dause tv} the (ol!l!wing new 

_ .. clause; , 
"(vi) lIse a.ll funds and assets of HIe guamnty ugcney 

to assist 'in the adivitiQs undcrt.aY,~m in accardallcc with 
this subparagraph alFI take npprcmnate action to require 
the I'etunl, to the (f.\arnnty al~,)cy 0'1' the Sccrclury, or 
any funds or asseLs ~,';'v:idcd by tHe guaranty agency, under 
c(!ntrnct or ('itherwis..:, to any person N' QTgnnization; or"; 
(5) by striking subpamgraph (0); , 
(6) by redesignating subparagraphs (H>, (l). and (J) as 

subparagrophs (I), (.J), and UQ, l'e1'lpe<:t1vely; , 
(1) by inserting afte:- subparagraph (F) the following new 

SUbparagraphs: . ~ 
"(G) Notwithstandiflg any other pruvision of f'cd~r41 or 

State Jaw, if the St..'1::relBry haa tcrnnoat.ed or is seeking Lo 
terminate a guaranty age>lcy'a agreem()nt urnil!r subparagraph 
(El, or haa aSSUl1lt.."d s' guaranty agency's funcliorts' under 

-., "(3) DEFINITION OF ELlCIflLE nORROWERS.--{A) For the pur­
. poSH or this section, the term 'eligibl-e borrower' means a hor­

rower whu, al the time of t1pplicatinn for a consolidation loan 
is in repayment status. or ill. a grace perit:td prP-ceding repay­
ment, or is a delinquent or defaulted borrower who will reenter 
repayment through loan consolidation ....; 

(2);n subsection (b}_ 
(A) in p1ll'agrnph (1}--' . 

OJ in subparagraph (AXii), bl inserting "with 
incomtHlWlsitive repayment tnl'l!Ul am!r "obtain a 
consolidation loan"; 

(ii) by redesignating subparngraph (E) 11." subpaTa' 
grnph (F); and: 

(iii) by inserting after subparagraph (D) the follow­
ing new subpnmgroph: 
"(E) that the lender shall olT~r an income-sensitive ittttulnti<:m:l<. 

repayment schedule. established by the lender in accord­
ance with the rtlY,Ulations promUlgated hy the Secretary, 
to the hiU'rower of IIny consolidation 108n made by the 

subparagraph (F)- ". . _ . I lender on or nft.er July 1. 1994; e.nd"; 
"(0 no State court may illl(ue all}, order affecting'thEt i 

Sccrctnry'a acliunll with respect- to such guaranty ogency. I' 

"(Ii) sny oontract with TC1'Ipett tt> the Mminist.rati(ltI 
of a guaranty ag;~ncy'8 reserve funds, or the administration 
of allY assets purchased Ill' Jlt:quirnd with the reserve funds 
of the guaranty agency. that is entered Inw or extended 
by the guaranty agency, or any other prarty on hcltalf 
of or with the concurrence of the guaranty agency, af'tcr 
th-c dale of enactment -of this subparagraph shall provide 
that the contr?d.. is terminaUc by the Sccl'f!tary upon ao 
days notice to the contracting p3rtics if the Secretary
dct.Hnnincs that such contract includes an impermissible 
transfer of the reserve funds, or assetlJ, or is otherwi:.re 
inconsistent with the tennlJ Or purpo~s: of this section; 
and 

""Hi) no proviJ.lion ofState law shuH apply to the actions 
of the Secrnltuy in terminating the operations of a guaranty 
agency. 
"(H) Notwithstanding any other provision of law, the Sec­

retary's liability for tiny ontstanding iinbilltielJ of a guaranty 
agency (other thun outstanding student loan guarnntees under 
this part), the functions uf ",hieh t.he Secretary has assumed, 
shan not exeood the rail' mArket va!ut: of the rn,,'::IVt<lj of the 
guIITllnty a~~mci, minus any n-eccssnry liquidiltion::or other 
admilli~lrubveC(JsLs.";nnd , --., "". ' 

(8) in subparagraph (K) (as reclm;ignnted by, paragraph 
(5»), by striking all beginning wilh "system, together" through 
the period gnd inserHtlg "system and the P"'fiT'()$S ofthe transi­
lion from the loon programs under this part to the direct 
Qtudent loan pl'Ogt'luns onder }!D.rt D of this title,~. " 

SEC,.jI(US. CONSOLIDATION LOANS. 

fa) COST SAVIN!',,';!; F'ROH CONSQl.IDAT10N LoANS.-seCllon 428C 
oitheAct{20 U,S.C. 1078-3) is amended­ . , ., ,-, -~,, 

. \>~d,. 

l"li~('r-." .". 

(8) in paragraph (4,). by amending subparagraph (C} 
to relld o.a follows: 

"'{C)(iJ provides that periodic installments of principal 
need not be paid, but interest shall accrue and he paid
in accordance with dause Hi). during any period for which 
the borrow(;r would be eligible for a deremU under section 
428(bXIXM), and that any sllch period shan no~ be included 
in determining the repayment schedule pursuant to sub­
section (c)(2) of this section; and 

"(ill grovides that interest shall accrue and 1m pnid­
mby the SI!Crl!tary, in the case of a consolidation 

loan that consolidated only FI,.>deral Stafford Lunn!! for 
which the student. OOfTl}Wll-r recei~d an interest sub­
sidy ulldur 1WcHon 42B~ or 

"{Il) by the oorrowe" or capitalized, in the case 
of a _conselidalion lth"ln other than a loan described 
in subclause (I);"'; and 
(C) by adding at the end the following new paragrnvh: 

«(5) DIRECT LOANS.-1n the event that a borrower is unable 
to obta.in a c:oMolidation IoUIl from a lender with an ugroement
under subsedion (a)(l), or is unable to obtain u oonsolidlltion 
loan with income-s'1nsitiva rep.:lymcfit term!> tl.cceptabie to the 
borrower from such 0. lend(1t', the Secretary shaH offer any 
such borrower who npplie!! for it, n direct eonsolidution loo.n. 
Such direct consolidation loon shall, as requested by the bor­
rower. be repaid eilher pnrtlunnt to income contil)~nt repay­
ment under part D of this t.itle or pursuant to any other 
repayment provision under this sectiun. The Secretary shall 
not offer suddoans it, in the Secretary's judgment. the Depart­
ment of Education does not have the necessary <lrigination 
and :8Crvicing arrange-ments in place for such loans."; and 

(3) in suhsedi.on {d- , 
(A) In paragraph (1). by amending subparagraphs (l3) 

and (C) to rend as follows: 
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"{Bl A consolidation loan mode before July 1, 1994>sl;nn~H}",:~:'L
benr iotera..t at an annual rate on the unpaid principal baltinc'~;)~~;,'~ '<::-":P 
of the Joan that is equal to the grenterof- ·'~;-.f~;~ >:: I 

"(i) the weighted average of the interest rates on thc-,~ "'" ~ : 
ioans consolidated, l'Qunded to the nl<arcst whole pen:ent; ;\~'•• ' ;> 
or - '"". ' "­

"(ii) 9 perO!nl. ' ., . ~'"'~ :~ ',' j 
"(C) A consolidat.i{ln loan made on or after July 1, 1994,< ." • 

s-hall bear interest at an Ilr,tnual mte on the u!lpaid prit~ipa.~",!.;'.,..;'·, "I' 
balance of the loan that III l~ual to the wClr,ht.ed Il\'~~rnge~,{~_r~.
or,the interest ratRa on the 108ns consolidated, rounded up~!,r~t;it;:-' ,,~ 
to the nearest whole percent,"; "'~, -,' . I 

{B) in p(lntgrnph (2)- ~< , .., , 
(i) in subparagraph (A)'- . . 

(1) in the matter preceding clause m, by strik­
ing "income sensitive rep$yment sehe.:iulea. Su~h 
repayment term..~" Md inserting "'in«me·sensitive 
repayment. schedules. established b~ the lender 
in accordance with lt~ regulcUo~.:J of thc &c­
rewry, Except (llj ~d by such ineome-sen-­
sitive repayment sched.ules, or by the terms of 
repayment purlfunnt to income ccntingeni repay­
ment otTered hy the Secretary under subsection 
(bX5), 8uch repayment. terms"; , 

(II) by rmlesignat:,~g clausu {n, (iI), (iij), (iv), 
:nnd (v) as clauses {ii), (iil), (iv), (v), and (vi), respec­
tivelY; and . nm by inserting before dauee (ii) (as redesig­
nated by .subclause (1m the following new daUM: 

"(D is less than $7,500. then such consolidation loan " 
shan be repaid ilYnot more thtln 10 year1i,"'; 

. (ii) by .tnking subparngtnph (B); end 
(iii) by redesignating subparagraph (Cl as subpara. 

~aph (B); ond 
(C) in pnragraph (3XB), by inserting "exccpt as 

required by the terms of repayment pursuant to iooome 
CQntingent repayment offered by the Secretary under subw 
section (b)(S), before "the lender". ' 

(h) ('.,OHORT DEFAuur RATE CoNFORMING AMENOMENTS.­
(1) AMENDMENTS TO DEHNtrlON.-$eetion 435(m)(l) of the 

Ad (20 U.S,C. 1085) is amended-' 
. {A} in subparagraph (~), by ..insa:rtlng "(or 0:' the pi)t~ 

twn of a loon made under &ectu:m 4280 that HI used to· 
repaY any such loons)" immooiately after "on auch loans"; 

(il) in subparagraph to}, by inserting 4:or on the por­
tion of 6 "loan made tinder ileeti<m 428e that is u."I«Xi to 
repay any such loons}" immediately after "on such toons"; 
and _. 

(0) in subparagraph (0)-­
0) by inserting "(or the portion of a 101m made 

under scction 428C that is used tu repay a loao made 
under such se(tion)" a~r "se;::tion 42SA" the first place· 
it appenro~ and ,,' • 

Hi) by imerting "'(or a Imm made under section"", 
428C a portion of WAlth is used 1.0 repay a loan made~; 
undf".l' ffueh secti.on}'" aner "seclion 42BA" the 8llCOnu . 
place it appeanJ. "" ' .. '" 

, ". 

".­

PUBLIC LAW lU3-G6-AUG, 10, 199:l 107 STAT, 363 • 
(2) CONFORMING AMF.NDMEN1'.--Section 428C(aXaXHXii) of 

the Act (20 U.S.C. l07S-3(l.I)(3XBXiiH is amended by .triking
the second sentence. 
(c} En'£CTIVE DATFh-The amendments made by this section 26 USC 1018-3 

shall take eif(!Ct on July 1. 1994, except that the amendments n"le, , ' made by 8ubeection (aX2XB) shall take effect upon enactment. 

SEC. 4(10(7. CONSOLIDATION OF' PROCRAMS. 
, "(a) ill GF.NE:.RAL--&dion 428M Df the Acl ew U.S.C. 1078­

9) is ilmeuded- 00 usc 11nS-1S. i" 

. (1) in the matter preceding paragraph (1) of subsection 

(b), by inserting "Onelttding graduate and professional students Regulatwn$., 

as defined in regulations promulglltcd by the Secretary)" after . 

"484'"· 


(2) by amending subsection (d) kl raad as follow!!!! 

"(d} LoAN LlMITS,­

"'(1) IN GENERAL.-Except. as provided in parugraphs (2) 

ar.d (3), the annn,,1 nnd aggregate limits for loons under this 

ru~tion shall be the same ae those established under scctilln 

42S(bXll, !c5$ any amount rkcivoo by such student purunanl 

to the subaidlte<i loan program established under se;::tion 428. 


"'(2) ANNUAl. LIMIT'S FOk INDEPlj;NDENT, GRADUATE, AND i
PROFtSSrONAL $TUDENTS.-The O1liximum annual amount of" Itoans under this.section,M independent student (or n studl!Qt .~ 
whose parents are unable to borrow under section 428B or 1 . 
the Federal Direct PLUS Loan Program) ma:! oorrnw in any

academic year or ita -equivalent or in any perio of 7 consecutive 

months, whichever ia longer, shaH be the aillount detcnnined 

under paragraph (1), plus-· . 


. "(A) 111 the ease of such Ii student attending an eligible 

institution who has not completed suCh student's first 2 


.years ofundetgraduate study_ 

"'(i) $4,000. if such student is enrolled in a program 

whose }en~h is at least line academic y~ar in length
(as determined under EJection 481); 

"(ii) $2.500. if such student is enrolled in a ptogTam 
whose length is Illss than one 6Cademic year, but at. 
least %'of8uch nn academic ~ar; and 

"(iii) $1,500. if such student is enrolled in a pro­
gram whOM l-ength is less than ¥..I, J)ut at least h. 
of such an academic year; " 
"(B) in the Ctlsc·of such a $.tudent attA.!nding an eligible 

institution who has completed the first 2 years of under~ 

gradi.la.~ study but Whll has no~ completed the remainder 

ofa program ofundergrnduate study­
, ""(if $5.000" lrsuch student is enrolled in a. program 


whose Ient;th is at Jeast tine academic year in length 

(tta dutermmed under section 481)-.. 


"'{ii) $3,325. ifauch student is enrolled in a program 
wAooe letlgt.h is leas thnn onlJ academic year, but at 
lout % of ouch an academie year, and 
. "(iii) $1,675, if ouch student i$ enrolled in a Pl"Q_ 

gram whose length is Icss lhan %, but at lens~ Va. 
of such an academic year; and 
"(C) in the case of such 8 studenl wJlo is a gradull.t.e 

or pruf.;:sswnal ~tudent 8.ttenditlg an eligible imltituLiQn. 
$10,000, 

http:gradi.la
http:secti.on
http:wClr,ht.ed
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"(3) AGGROOATE LIMITS FOR JNDEPf:NDEN1', GRAD{)A1'f;, AND 
FROFBSSIONAL STUDEN"I'S"~Th(l mux.imum nf,gregnte umount of 
louna under this secHon a. student described in paragrllph (2) 
,'may borrow shall be the &mount described in puragraph (1). 
<"djust.ed 10 ren~t. the incrensed armual limits described in 
paragraph (2), 8S prescribed by the Secn"luuy by reguluHcHI."; 
and 

(3) in subsection (el. by adding tli the end the fonowing , 
newparagraph,,: . t.· .;1.~;-'~"'. 

'"(5) AMORTIZA110N.-l'he amount of the perimW::;pavrnent J 

and the repayment schedule for any loan made ~p'ur5uant to~' 
&hi.. flection shan be established by assuming nn.inteNsf ruLe 
eqlle.1 to the applicable rate of interest at the tim"e'tne' repay~ 
ment of the principal amount of the loan commences:;:At the· 
option of the lender, the nute OJ" other 'written evidenco or 
the loan may require that.- , "-. ,•. ,. " 
, "fA) the amount of the periodic paymenf., will'. be 

adjusted annually; or '. " ". '}~;;':.: ~ 
ilU the periOd of repayment of prineipal w,ilI't>e'length~ • 

cned or shortened, . '" '" ~ F" ,; , ' 
in order 'to reflect Ilojustmel'lts in inten>..st rates occurring as 
a consequence of section 427A(c)(4). ~I • ' 

"'(6) REPAYMFJiT Pt::Rl0D.-Fot purposes of calculating the 
Hi-year rernyment period under aection 42S{b)(lXD>.· such 
period shal commence at the time the first unym.mt of principal ' 
UI due from the borrower.... ; / 

2JJ uSc J07R-1. (b) REI'EA1.. ______~ction 42BA of!the Act is re,?ealed. 

2() usc 107IH, (e) TElWS, CONDITIONS Ar.;;) l1ENEFITS.l....Notwitlistanding the 

nol<!, amendments made by this aect::m, with respect to loons provided 

under sections 428A and 42SB ,of the Act (ns such sectiuns existed 
on the date precedjl\g the date uf entlctmel'll of this Ad) the term', 
conditions and bt!llefits applicable to such 1<ntna under such sections 
shall continue to apply t.o such loans after the date of enactment 
of th'is Act. ~. :. " 

2{l usc I1J/8-8 (d) Ern;CTlVE DATE.-Except as otherwise PTlWidcd herein,
MI., the amendmenls made by this'· aection shall tnke effect on July 

1, 100'4. . 

Student Loan Programs 
r_rn1 BEC•• '()1, RED ON OF UOIDWWER INTEREST RA1."ES. 

Section 427A Q e Aei (2:0 U.S.C, lona) is amonded­pu&!X:titlon,""'­ in .Ubsoc~l (e)(4), by adding at the end the folluwing 

'" "'"....v .. , .. r.'"I''' 
"3,1'" for "3.25"; and 

"(ii) the interest rate shall not ex percent. 
(2) h'y' redesignating subsections (f), (g), (h) 

.sections (t), (j), and (k} respectively; 
(3) by adding after subee('.tion (e) the following 

sections: 

"'{f) INTERE:ST RATES FOR NEW WANS AFn~R JULY 1, 


"(1) IN" GENERAL.-Notwithsiamling subsections (a), (b). {d), 
d (e) of thill section, WiUl respm:t to any Joun made, insured, 

or aranwed ander this part (other than!t IMn made pursuant 
to ~tion 428B or 428C) for which the fif"$t. dinhunroment 
ie m e on or aller July 1, 1994, t.h~j npplicable rate of interest 
shall. uring any 12-mGnlh period beginning on July 1 and 
ending n June 30, be determined on the preceding June 1 
and be: aI to­

" ) the oond equivalent rate of 91,day Treasury blUe 
audio d tit the final auction held prior to such June 
1; plus 


, "(B) 

cx(:cl?,t that au 


.;. (2) Cot:! T':TlON,-Tha Seerelary shan determine the 
applicable rare 0 mterest under paragraph in aller consulta­

.••• lion with the Seer ary of the Tn~w;ury and shall publish such 
rate in the Feelera Regis.ter as soon 'as practicable after the 

".; dateofdeterminatio 
'Xgi IN SCHOOL AND G CE PERIOD RUl.F..S._ 

•• ' "'(1) GENERAL HUI•.-Nolwithstanding the ·provisions of 
subsection 0), but Huh' t to aubsection (h), with nm~t to 
any loan under section 8 or 428H of this part for which 
the first diaburaemcnt ie de Gn Or' after July 1, 1995, the 
applicable rate of interest fo 'ntercst which accrues­

"(A) prior to the be 'nning of the repayment period
of the twm; or 

,,(B) during the perio in which prind~nt need not 
be paid (whether or f10t III h principal is In fsct paid) 
by n:uson or a provision desc 'bed in section 428(b){lXM) 
or 427(a)(2XC), 

shall not exceed the rate detenni under puragraph (2). 
"(2) RATE DE'J'ERMlNATION.-· POl' P p08e~ of paragraph (1), 

the rate determined under this para ph shall, during any 
12·month period beginning on July 1 nd ending on June 
30, be det.ermim.od on the preceding Jun 1 and b& equal to­

~(A) the bond eqwvalent rate of .day TreuBury bills 
nuctioned tit the final Iluction priur to uch June 1; pluB

"'(B} 2.5 percent, 

except that such rate shan f10t exceed 8.25 perc t_ 


'\3) CoNSUl,TATlON,-The Seeretary shan elennine the 
spplicable rote of interest under this. subsection r oonsults. 
tien with the Secrotary of the Treasury and shall ublish such 
rate in the Federal IWgistcr as soon as practicab after the 
date of determination. 
"'(h) INT£nRST RATES FOR NEW LoANS A.:F-n;R JULY I998.­

"'{O IN UENERAl..--Notwithstanding eubseetiona (u), (b). (d), 
(e), u), and (g) of this seetion, with respect. to liny loon de, 
insured. ar guaranteed under this. part (other' than lrum 
made pUTIluant ~ Sedions 42SB and 42SC) for which the NJt 
disburs!!ment is,made on or after July 1, IOO'S, the appH e 
rate of interest Bhall, during any 12'fllonth period ooginm 
on July 1 and ending on June 30, be determined on the prece
ing June 1 nnd be equal L0­

lA) the bond ClJuivnlent rate of the eceuritiea with 
a mmpnrehle matunty as established by the Secretary;
plus 

"(B) LO parcent, 

http:det.ermim.od
http:djust.ed


• UNITED STATES DEPARTMENT OF EDUCATION 

WILLIAM D. FORD FEDERAL DIRECT LOAN PROGRAM 

INDIVIDUAL EDUCATION ACCOUNT 
BACKGROUND INFORMATION 

Mat Is the IndMdual Educalion Account? 

• 0.., August 10. 1993, President Clinton signed tho Student-Loan Reform Act. which authoril-od 
the im!:llemontation 01 the WilHam D. Ford F~deral Direct Loan Program . 

. 
• Already, mor~ than 300,000 students have received these new student loans, also known as 
Individual Education Accounts, 

• The Indi..,idual Edu:.::ation' Account represents a restructuring of the Federal student loan program, 
-providing slreamlinad procedures for students., parents and schools: and saving the American 
taxpayer $4,3 billion over a S·year period. lhis is the biggest major change in the financial aid 
program since 1973. whan the Ptfll Grant Program began, 

• 

• 
• The program eliminates al! of the middlemen in'the e'xisung loan system. Loans a~e made 
directly b'Y the Federat government to students through thttit schools tather than throuoh a maze of 
lenders, guaranty agencies a'nd secondary markets as i~ cummtfy the case. 

• Itni program provides a mechanism to.move quickly and easily to an electronic exchange of 
information Jeading to greater effldencies and &nhanc~d program int.ority. . , 

~ , . . ~ t' .;:;. ,. ';",".;;:: '~:'i l!~:' ~ ,.: , .'. ' 
'.; • - '~1' , '~"'~"":;<'~; '-;~;:,'"1t r •• 

.' There 'are four types of·lndiYiduaf;Educatio(rAcc·ou'i,,:s~.-Direct Stafford Loans, Direct' 
Unsubsidlz&d Loan$, Direct PLUS!Loans'~ifor parents) and Direct Consolidation Loans. AnnufJlly, the 
interest tate is recompJted for <in,.'-direer loans.:Th'e rate is variable, not'to exceed S.25 percent for 
st~dent loans and 9 percent for parent ~ans. ' . 

• For 1994-95, the interest rate on srudent Direct Loans is 7:·'}i:a:rcent; for parent leans it is 8.38 
percent. ~f)an fees ar~ 4 percent, excep,t there is no fee for Direct Consolidation Loans. , 

• 'The law rbquired an implementation phase-in: 5 percent of the total loan volume in 1994-S5, 40 
percem in 1 99&-~6, 50 percent in 1996-97 end 1997-98, and 6Q..~~9.~!'t in 1.J:98-S9... {The 
percent~9M ~ fi;r$t twO '1811'$ are limitations; fot 1996·97 aru.i beyond. the percentages are 
"'oaLs,1 '..•'~ ,~ " . . 
• .fJ::" 
• 104 scnooI...~ pattk:~~~ in the 1994-95 academic Y$3t, TO' date. the Federal governmem 
has originated m:on. than .1,2 biUiOn in student loans to more than 300,000 students at these 
schools. T~ha maku the Federal government one of the largest lenders in the: country. 

• .The loan program his been successfully impiemented by the pa.rticipating schools with virtually 
no increase: in staff. . 

• • Schools are still tiel"g selected tor the 1 995-96 academic year, 'It is expected that approximately 
1500 scimols will participate, accounting for over $ i 1 billion in new student loan volume. 

• Th.S new program addresses the problems of loan defaults by providing better customer service 

4()O MAR\'l..Al'fO A\,T.., S,W. WASHINC'tCN. O.c. '20:101-.(13) 
::l021"01-1~1'!'I 



• 
and oHerinQ'mor,.e flexible and reasonable loan repayment options. 


- , 

• The Department oL'Education has used Direct Leans as its own Areinvention lab. ~ The student 
aid communitY has bean actively involved in all phases of development of software, systems, 

'proc'E.!sses. forms, materials, and forma! customer- servic.e components, 

What Are A Borrower's RepaymenJ Option,? 

• Under the Indivi9ual Education Account •. student borrowers have a variety of flexible repayment 
options available to them; Standard, Extended, Graduated, and Incof!le Contingent. In addition, aU 
student borrowers have the option to prepay their loan without penalty at any time . 

• ' The SHmdard Repayment Plan re'QuJtes a borrower to. pay the same amount each month {not less 
than S501 and repay the loan over 10 years. For many borrowers, especially those with smattdetH 
levels, thiS provides a satisfactory mechanism for :epaying their !oa~'s, 

• The Extended Repayment Plan r~qulres' the borrower to make equal monthly payments (less than 
wou~d be required under the Standard P!ani tor a period of time between 12 and 30 years, 
dependinQ on the amount borrowed. Borrowers who complete their educaTions with very high 

•student loan debts ($100,000 or more is tYpical for medical students. tor example) will be able to 
extend the cedod of time available tor them to repay their. loans. . 

-,- " ;.~ _<.":'-,-::_,";','r... 'f'" 

• 
• The Graduated Repayment Plan allows the'borrower~to-make·lower payments initially and the 
payments wlll increase every TWO years, The'·paymerrts·cari1neve-r-be less than 50 percent nor more 
than 1 SO percent of what they would be under, the Standard plan, The repayment 'period is 
betw&f:In 12 'al"Jd -30 years, depending on" the amounfborrowed:'The Graduated Repavment Plan is 
available for students who may have a high dehdir;.iel:bUt'v,ttio:'are' 10 jobs where the salary -earned 
in the earlier·yoars is re!atively low and will j~~reas&:as t~me:go~s o'n. , 

• I """" ~,'.. "~~"~"'~''''''''''.'r:-:;'''~'''~''~'-t ..~.~~~ .; . ,"\ ", ,.. " . ' " '.... ~~ ~~!T·l~.~....;',.'a.":A'.~,. .." ''''!-' ,-~ ~ " . 
• Under the Income c:;.ootingent Repayriuint Plan;the"monthly"repayment amount wlU vary with the: 
borrower's income and the amount of the dabt.·- Bo<rrowa'r$ may choose to accept lower-paying' 
public service jobs: The plan also win allow borrowers to adjcst their .payments to their. income 
while the'll ~Ife launching a new business or working less to focus on family ;ellponsibllitles or other 
fndivldual situations. ".. 

• Borrowers are free to change tnei(repsyment plan to best suit their needs as: their financial and 
personal situations change, However. they should recogni-Z6 mat totafpaymerm. under thes.e las.t 
th~ee: plans a~~aty to be Oiea-tar than under the Standard Repaymen~ Plan, ..... ~, ~.. t.', " 

, .~' '". . - . , 

• These repayment options will enable borrowers to manage their debt more effectively. thereby 
significantly redueing thtIlneidenc& 'of loan default. Recent studies of student loan defaulters 

, Indicate that the vast majority of students default because they ;lfe unable to repay their 10ar.s on a 
reasonabl(t sched"le 01 pavman:s. These new loan repayment options allow potenl,1a) defaulters to 
select a repayment plan..that meets their own personal and financ1<:11 needs. 

,. Borrowers wiil be able to Qet counseling and iissistance in determining the'best option for them 
through the Direct loan ServiCing Center, . 

• • Servlcino Center staff also wll! be' able to assist borrowers in applying for deferments and 
forbearance if they ate temporarily unabla to make payments on their loans due to unemploY,ment, 



• 

., 
e~onomic hardship or other factors that make it impossible for norma! paymi!nts to be made,

• 
Can Borrowers ConsolidlJte Their Old IDall!i To Take Advaruage of Direct IDan Repayment. 
Optitms? 

• Sorrowers who have loans und5f the, FFELP may consolidate these Federal loans through a Direct 
Consolidation loan if they are unable to negotiaH~ satisfactory, Income-sensitive reoaymem'terms 
with their current loan servicers, The borrower determines whether or nOf he or she ls satisfied 
with the repayment terms offered by th'e \ean servicei. The toll free number tor loan consolidation 
information 1s 1-800·455·5889. For all other Information on student financial aid, call ,. BOO· 
'FEMIO. . " 

.. Borrowers who have Diract loans and other Federal student iOans (such as FFELP, Perkins, and 
those administered bv the Public Health Service) may consolidate all of their loar.s into a sin~le 
Individua! Education Account. leavil"lg the borrower wj~h only one, affofdabl~ payment to make each 
month. 

• 'Defaulted bOrfQwers may also consolidate thelr loans and benefit from the Income Contingent • 
Repayment Pfan. 

• 

• Direct Conso!idation Loans are subject to the same terms and conditions .as~ ie'gular Direct Loans; 

the- int~rest rate for student loans is variable and cannot exceed 8.2S -percent~and tria interest rate 

for parent !oans cannot exceed 9" percent. There are .')0 fees charg~d>:';~:' ::~:, ",.;,~» 'r ' 


• 8orrowe~s may consolidate any or aU,of their st'.Jdent loans and';aie~aDle lb:take' iibva;;-t~~e of the 
range 01 repayment options available-under Oirect Loans. '", ":7{;: ,;;d\:,;:A_t:''':'j:o{{,~$J'': " ' 

. , •. ".'~ .. ~:- ~1 ~ ,,:,~",,~, ~ 
, '" " _ < '" ",' ',: n'! ''''ti:.,-'<:E')';,.., ~i:>.j:, '.1_:"'- (l- .. 

• There is no minimum ot m"axio;um'lclan amount that can:be consolidate'd thro'~gh "a Dfrect 
Consolldinion Loan. ....: ,', ," ,'d,\, "I":' ~".~L"-1"~;' ~ "~',' . 

• 


• 
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-
october 21, 1994 

REKARXS BY PRl!SIDENT CLINTON IN PRl!sS CONFERENCE 

INDIVIDUAL BDUCATION ACCOUNT PROGRAM 

THE PRESIDENT: Good a.fternoon. Ladies and q.ntlemen,*~ 


when I becam. Pr••idant, I .did so with a commitment to help more 

Amerie~ns seek a higher education, because it was important for our 

people and important tor our long-term economy•. 


A big part ot the probl.. ot qettinq more Americans into 

college and having them stay there has been the broken federal 

college loan proqram4 It/s too expensive; it did not provide , 

eligibility for too many middle-class people; and there vere too many . 

people who' didn't qo to colleqe or, having gone to colleg8, dropped . 

out, .because they never thought they could meet their repaY1D-ent : '" "­

options. Thera were others who were frustrated beca.use they thought '; 

they couldn't 'take l\ job they might want because they' s:j.mply· wo\l:td!i,'t 

'rn enough money to. meet their repayment obligations. ·:.:"'t,~,,:·: ,"<;' ,.'­

• 	 Today; 1: want to talk about what we have done to fix.. . '. 
_.J.at, system. We alreAdy give Americana 'lookinq forward, to·'.~e;i:i:·,'.'·'.~"~·:·;.:~ "",, 
retirem.ent the chance to save in what we 'called an' IndividuaI/'~:~'_~" .;'~,... " <".­
Retirement Account. NOW, we otter' people at 'the 'beginn"ing,~fof!'_th'eir~\L: ,~,' 
careers the chance to pay for col1eqe~' fri" ~hat"'we call·-;r'ndiYfd~alI~:·'·'-·"""'''''.'t.h'''''-
Education ACCQunts. Here's how it works.. .' ',' -: 'I. ):,,?,:,\~:,',,-, ) 1 

The Individual Education Account enables you to -borrow'.' 
money for, college and then to determine how best to pay it~back in 
the way tha.t best fits each indivic.'lals' needs as their work life ~ -. 
changes., Thero will 'be four ways to l-e.pay 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 

0 ... '1 your loan over. 10 years. TWo othor:,c:'p~ionr.s: wi'll p6rlDit people 

with very high d.ebt. to spread their re.paYl'ents over a longer period 

of time. And a•. r pro.ioed during our campaiqn. people will be able 

to pay back their debts as a percentage of their incomes·for th& life 

of the loan. 


This incQme contingent repayment,' or pay-as-you~can . 

option ~ill give people the chance to start a business, do community 

service, work as teachers, police officers or in other public 

service-oriented employment, and make payments in smaller a~ounts in 

the early years if their wages are' lower. . 


Our plan eliminates the middle man in the~~tudent loan 

rocess, 'Who used to impose enormous and inef,ficient transactions 


-ts and, in so doing, to save $4.3, billion for u.s. taxpayers,and

•	 billion _for students in lower lean'fees. It means that more 
~cople will be able to borrow in a simple, fair, and affordable way~ 

Over the next few years, as part ~f our larger sc~ool 


reform t named for Congressman Bill Ford, who's 'retiring this year, 




~ry American will' be 'eligible for an Individual Education ACCount . 

:eady, :300 r OOO students have taken out these neili college loans.' By 


ext year, 40 percent of all of our col:leges, some 1,500 of them,.
• . 	 will be enrolled. In.January, we'll announce a phased-in plan to 

alloW millions 'of people who have already borrowed for their 

educations, to conaofidate loans into an individual education account 

and get ~he benefits of these new repayment options. 


As more and more mitldle-income Americana will discover, 

this .is a very' good deal, which is a very important part of America's 

long-term strategy for economic health. ._. 


. Unfortunately, there are thoBe vho don't support this _ 

approach and want to take us back to-the days when working families 

couldn't afford to sent their children to college. - Every Single one 

of o~r political opponents voted against the college loan reform 

plan. Most of them have now siqned a contract telling us what they 


'would do if they controlled Conqress. They would give a $200 billion 

tax cut to the wealthiest Americans~ They would expl~de the deficit. 

and, to help pay-for their promises J they have made a specific pledge 

to cut th~ student loan programs for three million American student 

borrowers every year. Well I our' contract is with the future. I 

don't want to go back, and I don't believe the American people will 

support this approach. " 


Ten days aqo I got a letter that shows how important 

this issue is. A 16-year-old boy named Artur Orkisz, who immigrated '.

hare from pqland just four years aqo, attends Elk Grove,School in Des 

Plains, Illinois -- here's'W'hat ha wrote JD8 about"his dre.am of going,'. 


_ to college. .", ,~ .. / ~.-: ~. , . 
"Since I came to the United state~ iny dre,an has been tol, • ~-' ,',;': 

• .tend a school like Harvard or Stanford. - I rank number one. in my 
., ,.;la~s, bUt I know for a tact lily parents- ai:~. n'ot~qo'inq' to, b~, abl~\t_o;>,-\",;.",~: ' '. 

pay my tuition if I should get accepted to a-,good university* ;I~,d:~:-:./ ,,;,1.. ,
·kn·1 	 i' ~ "'11 h - _"v!",!;'"', • , 11ke to ow" f students not as. r ch as, ot!l!'!,~!:i::;w~, qet ,t"'~",':,~,>,;~",:,.-'::;~,...:·";;:·'M2>.1' ,'/,", , 

oppor~unity to fulfill the Amer~can Dream ,and;, qraduate from ~~.g;:~~,:t;~!I:::):'':'· ;'",;,; 
university." .,,:,' .:G-'._; .... ,.';~"',' 

Well, Artur , i~ you're listeninq, I got your message and 

the Individual Education Account will help you get your wish • 


., . 

• 




• 


"" '.. 
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L'"ITED STATES DEPARBIENT OF EDt:CATlOr; 

William D. Ford Federal Direct Loan Program 

Individual Education Accounts 

.The Individual Education Account will make the American dream, of an 

affordable coliege educa'tion a reality for many more young people and their families 

who thought it ,"vas beyond their financial reach, 


In the last fifty years. ever since the <31 8i1f, millions of Americans who never 

would have ,gone tq college have been given an opportunity to get an advanced 

educa~jon. The creation of the Individual Education Account follows in this tradition 

of ensuring that every gene'ration of Americans get~ the help it needs for a fJrst~rate 

postsecondary education. . 


The rising cost of an education in the last decade has led many more'Americans 

to borrow In order to go to college. But many borrowers feel "saddled" with the large 

"fixed It monthly repayment requirement in the first months and years after they 

graduate. 


.... ,' 
The newly-created Individual Education Account. pan of the William D. Ford 

Federal Di~ect Loan Program p(op~sed by President Cllo,ion and p'assed by Congress;: ;':, :.~<. , 
offers flexibility· and security, streamlines the loan process, saves taxpayers rrioney,1_,:;,.:, ,­
and gives borro~eis more control over their career ,:ho.j~~s'-;:~·n~::~t'.s ta:nily~fiie,nd!y,;~;~-)~" }.:. 

• ,. 	 "" : ".'~, -.: ;J.-, ", , A '~;t'tt'r''''''',..\i-;-~_. ,',
'", ~"';'L_ 

,J~si like a home mortgage;the program gives borrowers if variety of repayment _. '.' 
options designed to fit the individual's financial situation. For example. if students "" 

,,:;.~ant to pursue a public service career or start a b'usiness; the:lndividual Education 
,A'~count can h~lp them manage their payments to make these career.r:h6ices possible." .. 

I. BENEFITS OF THE INDIVIDUAL EDUCA TION ACCOUNT: . 

"1. C'·IOICE 'AND FLEXIBILITY FOR BORROWERS: The·lridi·,icual· Ed~catio" 
Account allows borrowe,rs th~ choice and flexibility they need to repay their 
loans in the way that best fits their c,areer paths a-nd individual needs, The 
Individual Education Account allows students options to pay.back their Direct 
,Loans in one of four ways - and to switch pfans throughout their work. life as 
their finan.cial situation~ change. The four repayment options are as follows: 

• 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 
rhe repayment is iirfixed percemage, repayments rise when income~goes . 

-100 ~ARYt.A.:~l.) AYE" 	 S W. WASH!:JG10', p,c iO::Cl-uLll 
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up and decli;:,e when income decreases. 

• Standard Repayment Plan: Borrowers ca'('l still choose the 
STandard fixed payments over ten years. 

• Extended RepaymentPlan: Under this p!an, borrowers can extend 
their repayments over 12~30 years depending on loan amounts. 

• Graduated Repayment Plan: Under this plan; borrowers have 
lower monthly payments initially, with payments increasing every :~o 
years over a: period of 12-30 years. 

2. NEW PAY·AS·YOU-CAN PLAN: During the campaign, :ne President 
promised to create; a new option to pay back loans either through communiry 
service or as a perc'entage of a borrower's income,_ Arner/corps fulfills onewhalf 
of mis com'mitmem: the Individuai Education Account fulfill,s the orner l"\alL 
The Pay-;As-YouwCan Plan -- or income~contingent repayment plan .~ aF.ows 

. borrowers to take'risks and start their own ·busine,ss, accept jower~paying 
community service jobs', or take time off to care for a child o( sick relative. If 
a borrower does not repay the loan within 25 years. ~he remaming bal8lice 
would be forgiven, 

3. AFFORDABILITY: The Individual Education Account is part of the 

WllHam 0:' Ford Federal Direct Loan Program, passed in the PresidEint's·.'. 1 


economic plan. This program lowered fees and interest rates for .all borroyve!s 

, "" , .... "\.. -1,.,->,,.

both with an IndIVIdual Education Account and in the tradltlonal s1Udent,loan ~ 


programs. Indeed, loan fees have been lowered from as high as 8 'pe;cen~ ~o 

4 percent. saving sttJdems' more than $2 billion, The' interest rate of the 

Individual Education Account varies depending on marke,t interest rates, 

Currently.... the rate for student borrowers is 7.43 percent. : It'can go U;"I or 

down. but can.not pe hjg~er than 8.25 percent. It 15 estimated that millions 01' 

former students currently haYe stuOent loans with interest rates higher than 

7.43 percent or 8.25 percent. These borrowers will have the opportu:lity to 

corwert"i;l. cr.lI1solid~te their loans into Individual Education Accounts. 


• 
4. MORE DIRECT AND SIMPLE BORROWING: Borrowers obtain loans directly 

through schools and deal with only one servicer. The current'con~using t;!'"!d 

cor.~ly system of ban,ksJ guaranty agencies, secondary markets and loan 

servfcers frequent,ty leaves students adrift in a bewilderfng sea of red' tape, 

Wl-:::h an Individual Education Account. the borrower receives the roan directly 

through hi's or her school and makes one payment to one servicer for all of his 

or her student loans.' And, the borrower receives only one monthly statement . 


• 




. . , . 
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If. NA npNAL EFFORT TO ENCOURAGE POSTSECONDARY. 
OPPORTUNITIES: 

Stqdy after study documents that v',e ability to seek a postsecondary educatfon 
15 critical to the lifetime earnings and opportunities of Americans. Yet, toO few young 
people do not fully understand their existing opportunities ~- no less the new 
opportunities off~red by the William D, Ford Federal D'irect Loan 'Program and the new 
Individual Education Accounts, As a .result, Secretary Richard Riley and Deputy 
Secretary ¥adeleine Kunin wtlliead an effort to promote new postsecondary -education 
opportunities. These efforts will include a 1 ~800 number; newspaper and televls~on 

. campaigns addressed at young people; and mailings to guidance and financial aid 
counselors at high schools and postsecondary institutions regar?ing financing 
opportunities. 

III. HOW DO PEOPLE GET INDIVIDUAL EDUCATION ACCOUNTS? 

• 
There ate two ways borrowers will be able to get an Indilliduat Education 

Account, First, they can get a new loan from one, of the schools p~rticipating in'the 
William D.Ford Federal Direct Loan Program, This year, 104 colleges and schools are 
participating)n the progra"m. and more than 300.000 stuqents are receiving these" 
loans totalling $1.2 billion, Next year, approximately 1,500 colleges and schools will 

"participato in the Direct Loan Program. amounting'to about 40 percent of new student 
'''. Ipan.v.oh-!ffie. Over the next' five ·ye"ars:"·t:Nery college and school and over 20 milfion 
'. 	Americans will have the opportunity to pay back their student loans through an 

Individual.EducatiOn' Account. ' '., q " . .~.~ .. " ... '. ,'". " 	 ,
~""'''rr.;~ '" > • 

, The second way' that borrowers can get an Individual Education Account is by 
converting or cons·oHdating·their exlsting student loans that a're in repayment ~nto the 
new program. The Preslrt,ent has asked the Secretary of Education to work with 
Congress to' devise a plan b~"'danuary 31, 1995 that will ensure that consolldation·'-
Oppo(tuniti,es are offered in a way.that is eHicient; manageable, and prudent. ". 

Contact: Kathryn Kahler, 401·3026. 
~ "" . 	" . 

'.' 

• 
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l\ ........__ ..... _. ..". "' ....
",O~ ~~T.~hS~~ • - pap'·' Contact: Stephanie Ba~ 

• 
September 2, 1994 (202) 401~2:nl 

or 
Jane Glickman 
(202) 401-1307 

STUDENT LOAN DEFAULTS DECLINING, 
'RILEY SAYS 
The costs associated with defaulted st~dcr.lloans have declined for the third straight year, reducing 
taxpayers' burden by millions of doliars, U.S. Secretary of Education Richard W. Riley annou;"ced 
today, 

National default rates also have dropped substantially, from 22.4 perce~l:l in fiscal year 1990 to 15.0 . 
perce:Jt it. 1992, he said. The FY 1992 default rates are the most current data available and represent a 
snapshot in timl~ of borrowers scheduled to begin loan payments in F:'Y 1992 ttnd whO' defaulted in 
either that year or the followir.g year. 

In releasing default rates for eac.h of the 8,504 schools that participate in federal student aid programs, 
Riley said, "After years of rising defaults, it's going the other way. \Ve can see substantial progress 
through the cooperative,efforts of Congress, schools.and the Education Depa.'1lnent, Yet, r.1ore 
progress needs 10 be made." . ,: " ;) , , ' ., 
 #\, t ... ,,""I,,"-." ·1',j"" " 


The U.S. Treasury will pay" out arrest:rr:ated'$2 ,billion to cover defaulted student loan costs in the 
current fiscal year (FY;1994):De:auICcosls'hil an all-time hlgii'of $3,6 billior. in FY 1991, bUl have 
dropped steadily each· year since. \:." j ••••• " ... 

, ;1.:~'):J.fi;_,~; ~'t.~.l::·tl..;n ~, '. 
A' substa..,~ial iridease in'colleCtions this year should help reduce costs further, Riley said. In FY 
1994, the deparlment will collect morc'than $500 million on both old and newly defaulted loans. a 
189 percent increase over'last year's collec:ions ($173,miliion). As a result, the net default costs will 
be an estitruucd $1.41 billion this yenr. _,~. 

Increased collections are attributed to more effective collection methods, reflected by indicators such 
as a four-fold increase in the amount of money coHected from federal incom"e lax refunds withheld. 
This year:, the dtpart."1lent also began collections on many of the 1,minion accounts assumed from the 
now-defunct Hlgher Education Assistance Foundation....CiitAF), orf::e the iargest guarantor of stud~nt 
loans. 

Ril~y attrihuted lhe decline in defaults to a number of fa:lors, including tougher oversight aXld the 
department's default reduction initiatives. For example, schools are required to discourage defaults 
through efforts such as providing borrowers with financial counseling. Penalties (or default also are 
lougher. 

• 

The departrrie!}t has starutory authority to take sanctions againsi schools with high defa:.llt rates; 

schools have··-the right to appeal. The Higher Education Amendmenls of 1992 (FL. 102-325) mandate 
that schools with default rates of 25 percent or greater for three consecutive years face Joss of 
eligibility in the Federal Family Education Loan Programs. This year, 447 schools are affected by this 

htt?:/led.govIPre,,;ReJeasesJ09- 19941def.ul t ,h tml 1211100 
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provision. Historically Black Colleges and Universities are exempt from sanctions until July 1998. 

• In addition, under department regulalio:i1s, a total of 376 schools with FY 1992 default rates greater 
than 45 percentj or greater than 40 percent without a reduction of at least 5 percentage points from the 
previous year, may have thei eligibility to participate in all federal student aid programs, including the 
Federal Pell Grant Prog.."O.m, restricted or tenninated. 

Riley said President eHmen's direct loan initiative wHl make it easier for borrowers to avoid default 
thro:.lgh a range of flexible repayment options, including one based on income. More 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, ' 

Defaulters also face serious sanctions. In addition to federal income tax refund offset, ,they become 
ineligibie for further federal student aid (both loans and grants), risk being denied credit ca"'ds or 
other loans. and may have their wages garnished. ­

• " . " '. ~., 

"""", '. 

-. 

• 
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Statement by 

U.S. Secretary of Education Richard W. 


Riley 


On the Student Loan Default 

Rate 


Washington, D.C. 

October 2, 2000 


• 
TOday, 1 have great news for education and great 
news for America's taxpayers. I am happy to report 
that for the eighth consecutive year, the'student loan 
cohort default rale has declined, and it is now at its 
lowest point ever. .,.' 

" - , 

The nationililoan default ratl; 'was'6:9 peicent'for . 
fiscal year 1998, down from 8.8 peken! in'the . 

. previous fiscal year. This ne\,/default'fatelrepres"nts 
the most current data available. Ifrepresentsthe 
cohort of borrowers whose first loan'repaYfT\ents 
came due on or after October 1. 1997, and who 
defaulted before October 1, 1999. 

-. 
Eight years ago, the default rate hit a peak of 22.4 
percent. Every year 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 something 10 celebrate. 

And that's not all. American taxpayers have saved 
$7 billion as a result of the decline In the default rate, 
another $7 billion as a result of our default collection 
efforts, and an additional $4 billion from reductions in 

• 
interest rates andfaes on direct loans, That adds up 
to $18 billion in savings for taxpayers, 

I want to point out that amendments to the Higher 

hltp:llwww.ed.govISpecchesil 0-20001001 002,hlml 1II21iOO 
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Education Act of 1998 changed the way we 

• 	
determine when a borrower is in default. 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 their loans. And the U. S. 
Department of Education is meeting its responsibility 
to be vigilant in our stewardship of the taxpayers' 
money. We are serious aboulhelping Americans go 
to college, and we are serious about protecting every 
precious taxpayer dollar. 

A number of factors account for the decline in the 
default rate: 

• 

o The U. S. Department of Education has 


helped borrowers to devise workable ..... .. 

plans so thatthey can maketh~i( " ~.::., ; .....' ' •. 

payments and avoid detault. . . , ' 


o The 'economy is healthy and the· 	. .' , . . 
unemploymet:lt rate is at a"3Q,::year 19W'''I~n;<::' ". ' 

'-" "."", "-'" 
That.T!lean~ more pe?pl~ a~t~gJtW}9::,~, til': :;,f 
anq ,~,bl~.t.?_,pay b~.ck ,th~IH<?~~~:-l£;!{,;:u'f ;;:,if; ,,~.~t ...' , , 

o We have not been shy aboIJt.IJslng,the. .. 
, ,',. ,~~ ." 

powerful tools authonzed by Congress.to, ..• , 
collect on defaulls and remove schools:' 
from the program that are not'willing to 
fulfill their responsibilities. In fiscal year 

'. 

1998, we recovered $4 billion on 
defaulted loans, compared with only $1 
billion in fiscal year 1992. And during the 
Clinton-Gore administration, we have .. 
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. I guess some folks have gotten our 
message about being serious. 

• 
o Our partners in the stunent loan 

programs--colleges, trade schools, 
lenders, and guarantors--have also been 
vigilant in their collections and outreach 

hup:llwww.cd.govISpeccheslI0-20001001002.html 11121100 
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efforts to ensure that borrowers 

• 


• 


, .­~ 

understand and meet their obligation. 
o The Clinton-Gore administration's 

initiatives to make college more 
affordable have helped to limit the 
amount of debt that students have after 
they graduate and have helped families 
pay for college, These initiatives include 
Hope and Lifetime Learning tax credits, 
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 
level. Together, these initiatives have 
helped to lower the delault rate while 
increasing educational opportunities. 

o Since 1993, we have cut student loan 
origination fees in half 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 taunched a number of 
other incentives to lower the cost of 
borrowing and help students prevent , , , ' 

default. These include lower interest 
rates for direct loan borrowers who repay, ­
through electronic debit· accounts; , :," .. ;';""",'?;";. , 

.' " 
rebates fordlfect loan borrowers who,,' ". "_':""C., . 
make their loan payments on time;'and att~~. ,":':' .;,' _I' 

'1. I· '1', ",t, ;L-~

discounted interest rate to students who .'''::"!h!'~ :~~): . " 

consolidate their loans with the direct ':, ·;;;';;':"';·:.i·:,,· 

lending program and repay on time," . , 

Many lenders in the Family Federal 

Education Loan Program also offer 

incentives for on-time payments, 


o 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 that we are 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 high 
school graduates are going to college, There is a 
surge in college"9oiog among African-Americans, 

http://www .ed,govISpcechesll 0-2000/00 I 002,hlml 11121100 
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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-aids with at least some college, the 
highest percentage of citizens. having completed a 
bachelor's degree or higher. and the highest 
percentage of students enrolling in college directly 
after high school. 

The American people have made educationlheir 
number one priority. Now it is Congress's tum. I 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 is an historic moment. We must not lose it. 

-'~'--------,----

[ Return peeclles and Testimony page] EiiI.--- --_ ..... ~-. 

,- I·i' ,,' "< .,. 

, . . 
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Federal Registet/VoL 65, No. 28/Thursday, february to. 200DJNotices6872

• OEPARTME~T OF EDUCATION plllCCIDcUi 1~1s; and (cl the ,'!\'l.Iilability 
of advunced p!UC<3rrt.etll COU~e$ in

(CFDA No.: 84.330) schoob >efving high-poverty i1.f\1fl$ 

(hOhlina!1cr referred 1(1 liS ' sccli(1O Offic~ of Elementary and Secondary 
810(d)(1) a-tUvitius"} eXilmp!es ofEducatlOl'l-Advtinced Plac~ment 
section 810!dJ(H activities may incl.uda.lni;entive Program; Notice Inviting 
hut am no! lkd:ed 10. projecls that Applications for N'lW Awards for Fiscal 
provlde siuduat access 10 udvuncedYear{FV) 2000 
piscer-lUnt courses online, aod 

Purpose- of Program: The Ad\'ancod profassional development institUIt!s 
PiaCelmml Incelllh;c Prngrm:l providlls d!!siglled Ie; propare toachers;o leach 
gran!H 10 States, Im:ludir.g cOfl}wrtia of advanced placemer.t courses_ An SEA 
Stales. 10 enable 6em to lJa\' ad"anccc may upply fot fund$ Ulldet this program
pJacemllr.! lest frnl5 all be mjf of eligible bolh to {I$$isl it in mucting the 
j(lw-incume ir.dividl.:ab nnn to f!hjHlror:mnt lhk~ nn elig!bl() ;()w-income
m:d"rlak(1 activities :::esiglmd 10 incrca!\i] studen: in lh.) Slate tm required ttl pay
tbe participation of low-income mum than e nominal fee 10 take 
sludllnlil in acit<;mcud placllmenl Ci'>urses advanced plucurr.ent lests in ;:oro
and (fl,~~ll, for FY :WO{), WI! encoumgo s\lhj!)cts and for section filO{d)(l)
applit:anu 10 cnsign projocts that moot a:::!!vities .. 
the im'i!ational prio:i1y in the 
PRIORiTiES suction of this apfl"licatlon Priorities 
lIotiC!! ) ,. "') 0 

• 

E.'igibla AppJicrmts: Statu udLCBtional !fI /t"SOlUlc Priflrr/Y· - lC CpHrtmBllt 

agencies (SEAs) ill any Stalll, including is C$1ab!ishbg an absolulr: priority for 
the Di51ricl of [obmbia. the prop{)sal~ to lIse gran! funds to pay 
('Mmnwnwcalth (01 PJerto Rico, Ihll advtln::eo pJ<lcUme!lll!:,,1 fees- Oil behalf 
Virgm Islands, Guam, Am<wican Samoa, . of ciig.ibie !ow-;ncomo indjvidllflhL We 
the Norlhem Mariena lslands. the have cho~cn Illls priority from till:! 
Repubiic of the Marshal! IsiJ:;nds.lhe . a!lo .....a!Jle uctiviUes specified in the 
FedurHtod Sl!t111s of jVlicro!lll.oia, flm: lhe pn:grllm stJlu\e (see 34 CPR 
Republic ofPaJall. 75.105(b)12::v} nnd section fI;O!tl) of 

D(;OtiJiflC for TruMmiltai of Title VHf, ParI B of ihe Higher 
,4,ppfictJlions; Mllch 27, 2000, Ecucution Amendments of19f.111 (20 

, ;\ q.m:Wna fO!"!illt!rgcw:n;m~nto! U S.C. 1 070a-)1, nole)). 
l1evi!lw: April :W, 2000. To [m?lcment :hls pricrity. the 

.:. ' ;. ,~.Appl!cotions Avajlable: Fnbruary 10, OepM1menl inlends 10 fund. al some 

.~; ~"zooq!",~~...: -.\ f'. level...ll applicaliolls (1) mee-Hng the 
~, ,".r.: .•/;£s~lmul(Jd A ,'uil(Jh)rJ F1Wdw millin:tlfl) I{EQU!REMEl'.'TS FOR 
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NOI:~, rh6se IUIt!l[lat~; 11m pr.olectlOns for :[ldividuals in the Slate, Fur 
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{see 34 CPR 75,105(cI!3)j. 
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ai.di:ion. SEAs in Stnte-s ill wbicl~ 110 of States 10 undertake section 81D:d:'{J)· 
eligible Jaw-income individual is activities, The consortium may be 
fIlquhtii to pay more than 0 nocinnl fce comprised of SEAs from allY 
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support sm:tlmt 810(d)(lj ectlvili(l$. In 

dntermining granloward amuunts, :he 
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.. 

Good afternoon. At the beginning 6f every school year, I have 
the good fortune to come to the National Press Club to give my . 
"Back to School" address. I have been traveling from Georgia to 
the Pacific Northwest as part of my annual back to school push. 
and I can .tell you that America's schools are overflowing with 
children. It is an exciting time for children and parents; but in too 

, many ~as~s ~!lJ($i::ho9!s are overcrowded, wearing out and in ~ 
desperate need of,modernization. 

'1,,,, .. _.' ,,' ; 
. ',,' ,_,''''i,,:',,r> .. ' . ., '~, 

As I noted in our annual report on the "baby·boom echo" which we 
released last week, we are once again breaking the national 
enrollment record. There are currently 52.7 million young people 
in school and more on the way. And'in the next ten years we will 
need to recruit 2.2 million teachers!o teach them. 

This is why I believe that the education of our children should be 
this nation's number one-natlonatrujority in this·time of peace and 
prosperity. I also believe that this is li1e patriotrc thing to do as 
well. . . 

Like many of you I had the opportunity to see the movie, "Saving 
Private Ryan." It;s a wonderiul movie that acknowledges the 
sacrifice of a generation of Americans who did thelf duty in World 
War II. Tom Hanks plays Captain Miller. an English teacher, who 
does what he has to do, even at the risk of his own life. I believe 
that the new patriots of our time will be those Americans, young 
and old, who go into teaching to educate this generation of e children. . 

And I will tell you this - as I travel around the country, parents tell 

I14iO I 
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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 modernizing old ones, 
smaller classes. and the assurance that there is a good teacher in 
every classroom. This is the nation's business and we need to get 

• 


on with it. 

If Congress is serious about getting dollars to the classrooms, I 
urge them to enact our legislation to modernize our schools and 
reduce class size 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 should fully fund the President's Initiatives 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 I am releasing a report 
today entitled, "Promising .Practices" which highlights new ways 
thaI we can improve teacher quality. This publication was 
developed following a nalional search for models of excellence 
that address the needs at every stage of a teacher's career. 

In preparing my remarks I'have had·flie"good advice of three 
members of my staff.-- two fprmei'NationalTeachers of the Year­
- Terry Dozier and Mary' Belt, Blegen',c!'a's'well as thaI of Paul 
Schwarz. the former'principal of a'nationally recognized high 
school .. Central ParK East'in'New York'CitY. Like ali'good 
teachers Terry, Mary fle!~ and'Paultiave'Clear opinions about 
how we can improve American education. In other words, they do 
not mince words. So Ywon't;either::r··J.~.; 

Missing the Mark in Recruiting New Teachers .. -. 

I am concerned that we are missing the marl< when it comes to 
preparing the next generation of teachers. We do not seem to 
recognize the magnitude of the task ahead. In the next ten years, 
we need to recruit 2.2 million teachers. One-half tu'lwo,thlrds 'Qf 
these teachers will be first time teachers. 

We have mOre than a million veteran teachers on the verge of 
retiring. The first chart attached to 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 teachers who are about to 

• 
retire are wOlllen. This, in fact, may be the last generation of 
women who went into teaching because there were limited 
opportunities in other fields. In 1998, women have many more 
career options .. and that is a very good thing for our nation. 
These new opportunities for women will require us, then, to work 

1/4/01 
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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 shortage. My . 
answer is yes. We face a shortage of high quality teachers. We 
are already seeing spot shortages developing in specific fields of 
expertise •• m~th, science, special education and bilingual 
education, The recent news that New York City recruited math 
teachers from Austria highlights this growing dynamic. 

School districts usually find a way to put somebody in front of 
every classroom, and that is the problem. Too many school 
districts are sacrificing quality for quantity to meet the immediate 
demand of putting a warm body in front of a classroom. This is a 
mistake. Even now, too many school districts are issuing 
emergency licenses. 

Many of these emergency teachers are dedicated and want to do 
their best. But I have heard about and read too many horror 
stories about provisional teac11ers who are teaching by the seat of 
their pants with no preparation and no guidance, 

The coming wave of retirements has enormous implications in our 
continuing effort to raise standards: io devel6p ,,'u'ccesstul 

. recruitment strategies, and prep'IfE;new teacners''-We'aiso need 
to recognize thal'theteaching profession;i~ldramatically'!,hanging' 
.. the use of computers, teaching in1teams;;an'dth,i re'c09r.ition 
that children learnin'manY'different ways 'i~·ailnustihreeofthe 
many f,ielors reshaping this;demanding:profession:"-c'v1': .' .' , ' 

. " .,. ~'.'~';<''-:\T':~::'' . 

Three other dynamics also require our attention: the increasing 
diversity of our classrooms and the lack of diversity of our . 
teaching force; the increasing number of special education 
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- date and in the classroom. 

What is Wrong with the System, 

I believe we also need to take a hard look at the very structure of 
our current teaching systern and get on with the task of 
modernizing it as well. We cannot allow an outdated teaching 
system to frustrate and even destroy the hopes and dreams of too 
many teachers . 

• The task is multi-d.mensional. For example, too many teacher 
education programs are focused on theory and not enough on 
Clinical experience. 

I 
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Also, the current certification process is a cumbersome obstacle 
course that has little to do with excellence and much more to do 
with filling out paperwork, 

And once a new teacher enters the classroom we allow a 
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 to supervise. Then we wonder why we lose 22% of 
new teachers in the first three years" and close to 50% in our 
urban areas. 

This churning process and over-reliance on emergency teachers 
Just doesn't cut it in my opinion, tmagine the outcry if a quarter of 
all new doctors left the profession after their first three years. This 
is why I encourage local schoel districts to develop some type of 
long-term induction or mentoring program to help new teachers 
stay in the profession, 

Creating a National Partnership 

Education, as I have said many times before, is a slate • 

• 

responsibility, a local function and a national priority, We cannor·~,:>;'. 


address the task at hand in a piecemeal fashion" We need :in: ,-,f, ;;;..i,,: 
nalionwide partnership among K-12 leaders, our. higher education -,I -'-',<. 
community~ and political "leaders at all levels~' "n "Il' ;.i \}..,;~~;;:}:: ,1" :~5:1 ~,~;"~,, .. '. 

,- - "" ' .• ' t ~·-.·2~_i'n~:·::<'~,.-:,·$·~:'!:~'_-', 

Now a great deal of effort has gone into imp'r6vin'g-andi'sli'p'poiti~!{h"'r,,''\' , 
the teaching professio'n in'the las(,decade, The'National""';';:'.;:,;",,"''', , , 
Commission on Teaching led by Governor Jim Hunt of North"'·, " . 
Carolina and Linda Darling Hammond has provided 'an 'excellent 
"road map" to improve the leaching profession, This is all to the 
good, But now we need to make things happen and go to a new 
level of intensity, 

And I 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 
bipartisan le,adars of the Congressional education committee 
understand that need, and we will be working with them to shape 
that legislation, 

Improving Recruitment 

• 
There are other steps we can take now to encourage more 
Americans to enter the leaching profession,," 

The Clinton Administration strongly supports the Feinstein-Boxer 
Amendment to the Higher Education Act that will provide Pell 
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Grants for a fifth year to,those college students who want to 
become teachers and need another year to meet state fifth year 
requirements, This is particularly important to the state of 
California which has the daunting task of recruiting 250,000 
teachers in the next decade, 

I am pleased that strong support is developing in the Congress for 
improvements in teacher education and standards, The 
Administration will continue to press the Congress to pass our 
proposal to recruit nearly 35,000 teachers over the next five years 
for underserved areas, As members meet today to advance this 
higher education legislation, I urge them to support our 
recruitment proposals, 

This important piece of legislation will almost certainly include 
valuable new teacher loan lorgive~ess provisions that have been 

, championed by Senator Kennedy, 

I also urge Congress to fund the President's initiative to train new 
teachers in technology. 

I support the creation of some type of national job bank to match 
teachers with districts with a growing snortage 01 qualrty teachers, ',';'", 
There are wide regional variations in the need for teachers, We "; ",J',.:; .', 
can do a lot to help get teachers in different parts of the country,,·; ~,;,' ,;> " .. '" . 
matched with school districts in other regio~s.that are ,facing,' ,'Y ',:;i: ' .. :', ;';': 
growing shortages. ~ -.. _~~;,;] ",' . ~ ~, 

" 
• i .,"': ... ,. '.;: :., " ," • -, '".',~.f·ii"-:- >i~lI.\rtt·)JJ,\:::f;;Jl :":~'" 

At the same time, the increasing mobility:ofAmericans is:going to>;.;,< ~);,:;<, :,: '" 
require states and school districts to take a serious look at the';:"::!", :" 
portability of teacher credentials, their years in service, and " 
pensions. We do not need artificial shortages developing because 
states have not brought their policies up-tO-date, 

Our federal efforts to enlist millions of Americans to go into 

teaching can have an impact, Our best hope, however, is the 

strong encouragement of parents and grandparents whose lives 

have been touched by good teachers, I get distressed when I hear 

stories about parents discouraging their children from going into 

teaching, Teaching is about serving your country and being 

patriotic;, 


I also challenge the myth that teaching is only for those who can't 
cut ~ in other prolessions, Anyone who has ever spent an hour in 
a classroom full 01 demanding second graders or had the 

• 
challenge of motivating a group of teenagers knows hcv! difficult 
the job can be, 

America's teachers are some of the most idealistic and,patriotic 
Americans in this country, I am extremely proud of them, So many 

hurd/wv.'W F'n ofw/Snr>PC'.hp,I:l/<}ROQ IS.hlml tl4l0 I 
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of them have entered teaching because they want to change the 
world and many of them do. . 

What are our other challenges? 

. . 

.. 
" : t· 

Challenges to America's Higher Education Community 

I challenge the leaders of America's great colleges and 
universities to make teacher education a much higher day-to-day 
priority. Teaching teachers has to be the mission of the entire 
university. Our nation's colleges of education can no longer be 
quiet backwaters that get a mere mention in the annual report to. 
university trustees. College administrators who complain about 
the high cost of remedial classes would do well to pay more 
attention to how they prepare teachers. Here several suggestions 
come to mind. 

First, colleges oleducation should give basic skills tests to 
students entering teacher education programs prior to their 
acceptance and at the same lime hold themselves more 
accountable for their graduates. This is why I 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. Futun:i"teachers"' , 
should major in the subject they want to teach, and that type of 
course work takes place In the colleges of arts and sciences. 

Third, I urge teacher prep programs to put a much stronger focus 
on giving future teachers rigorous grounding in developing the 
skills they need to teach. It is harder than you think. Know;ng your 
content is not enough. There ;s a skill and a craft to it all, and that 
is especially true when it comes to teaching reading. This IS why I 
believe that every teacher who is seeking a certific·ate in 
elementary education should have solid preparation in reading. . ' 

One of the major aspects of the reading bill now up in the 
Congressis strong support for increased professional 
development for reading. I support this effort and ask the 
Congress to pass this needed legislation. We will.never raise 
standards if we jus! stay with the status quo when it comes to 
improving literacy. 

Fourth, colleges of education need to recognize that our special 

• education and LEP populations are growing and deselVe much 
more of their attention as they prepare teachers. 

Finally, I urge colleges and universities to develop much stronger 

, . 

.' '4',J!~ i 
,.' ::;- ~\ ',,::rt 
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links with local schools. The EI Paso school district, which we 
feature in our report "Promis1~gf'ractices." has dramatically 
improved its test scores by working hand-in-hand with the 
University of Texas in EI Paso to improve teacher education. 

Challenges to State Government and Local School 
. Districts 

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

This is why I challenge every state to create a demanding but 
flexible certification process. Becoming a teacher should not be an 
endurance test that requires future teachers to overcome a 
bureaucratic maze of hoops and paperwork. 

I believe a much stronger focus should be placed on assessing 
the knowledge and skills of future teachers however they got 
them. This is why I support rigorous alternative pathways to 
teaching which can be so helpful in recruiting mid-career 
professionals to the teaching profession. 

I challenge every slate to 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 State has laken the lead in .•. 

,. doing away with emergency licenses and other states should 
" ':' ,".:. >i:' -_.~,:; ,7"i~";,) tl:t1:j: .... ' t . follow this good example:" ,- ''/'•. 
.It ~ {I+- ~L.';;_,;.:; '< ~ 't '\ ' 

At the same time, we cannot challenge high poverty schools to 
raise their standards and then shortchange them by doing nothing 
to help them recruit the best teachers. This is why we are pushing 
the CO:1gress to 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 to be the reason 
that they are losing good candidates for teaching positions to 
subui6'~ntschool tllstricts. 

State and local school districts must also end the practice of 
teaching "out of f,eld." (Over 30% of all math teachers. for 
exampte. are now teaching out of field.) I betieve that every 
teacher. at a minimum, should have a minor in the subject that 
they teach. 

• 
I cannot even begin to tell you how baffled foreign education 
ministers are who visit me when I explain our unusual habit of 

. allowing teachers to teach "out of field." 

Incentives for Veteran Teachers 

114101 
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As we seek to raise standards for our students, we need to work 
much harder at giving veteran teachers the opportunity to keep on 
teaming. Current professional development courses with their 
emphasis on workshops that put a premium on "seat time" really 
need to become a thing of the past 

We are developing more and more evidence that school districts 
that invest in quality professional development for their 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 a 
wonderful national model, 

We need other incentives as well, The current system of providing 
salary increases (or credits earned seems flawed. There is often 
no connection between the credils earned by a teacher and what 
he or she actually teaches in the classroom. And, there IS litlle 
incentive to encourage teachers to gain more knowledge or 
improve speCific skills for their classrooms. Excellence, in a word, 
is not rewarded, 

Only 14 states, f«r example, currently provide salary supplements 
to those teachers who set out to become master teachers through 

, the National Board Certification process. As a result many of the 
, best teachers leave the classroom 10 get a bigger paych'eck as a 

school ~dminislrator. 

,teachers le.ave the classroom to get.!! bigger paycheck as a 
~'~"school administrator. " 

This is why I ask states and local school districts to take a good 
look at a new and developing concept called "knowledge and skill­
based pay." Put sirnply, teachers 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 
reach its own established goals. . 

Now, a word about teacher salaries. As I have said many times 
before, we cannot expect to get good teachers on the cheap. 
Mary Beth Blegen, the national teacher of the year in 1996,'was 
being paid a $36,000 salary with 30 years of expelience -- a 
fraction of what she deserved -" and what other professionals 
expect after years in service. 

If we are going to entice more Americans to enter teaching we 

• 
need to offer them fair and competitive salaries. And, if we are 
going to ask teachers to meet new and demanding standards we . 
also need to pay them for their effort 

States like Connecticut and North Carolina have had the good 



Sept 15, 1998 ~- The Challenge for America: A High Quality Teacher in Every etaS.STOOL" Page 9 of 10 

• 

• . " 

,. ): 

sense to raise standards for teachers and raise salaries at the 
same hme. The results in the classroom are promising. I believe 
every state would be wise to follow their good example. 

If we really want 10 recruit and retain good teachers we need 10 let 
them teach in first class school buildings. What kind of message 
do we send our children and our teachers when we ask Ihem to 

. go to a run down school building just a mile down the road from 
an immaculate prison? President Clinton has proposed a very 
strong school construction inttialive. Congress needs to get off the 
dime and pass it 

In this speech, I have challenged many different groups to come 
forward and join a national partnership 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 Amencan education. As I travel throughout the 
country, I have the opportunity to meet many of you. Each time I 
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 n~w teachers. Let others know the joy you get from 
teaching. Help the st,uggling teacher to improve -- and help to 
counsel out of the profession those who cannot And make the 
effort to measure:yo.urselves ~gainst the best. 

I endnq,!.wi!h a,9uO!eJcom,an old friend.of minefwrl] South 
Carolina; thewriter.i',at.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 to "sell himself short" 
when he was so talented and could have done anything in his life. -. 

Tom's reply goes like this, " There's no word in the tanguage that I 
revere more than 'leacher," None. "My heart sings" he says, 
"when a kid refers to me as his teacher and it always has, I've 
honored myself and the entire family f)f man hy becoming a 

'-,' '! "'. - .• 

teacher." 

With that I thank all teachers on behalf of the American people. 

Thank you. 


• 
hUP:llwwv':.eu.go,,!SpecchcsI980915.hunl Ii410 I 
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• Br:efing on _H~Qffjce. for Civil Bights t--tLipr is::;ues 
for Secretary Richard W. Riley 

January 23, 1993" 

Introduction - The Office for Civil Rights (OCR) is a law enforcement agency charged v,1th 
protecting the rights of students to an equal educational opportunity without regard to race, 
color. national origin. sex, age Or disabl1hy. In enforcing the laws, OCR investigates . 
discrimi,nmion compiainls; conducts self-initiated compHance reviews; and provides technical 
assistance (TA) to help schools and colleges voluntarily comply with the laws and to inform 
people of their rights. OCR cOnllflues to face major challenges in carrying oul il~ important 
mission . 

.L J\1:ijot' Chnll~)H!es ilnd OpP0l1tlllitics 
A. Challen:;:;cs 

1. Conmlaint RN'ciIlIS . Disc:il)iln3tioli compialnts has increase.d 125 percent since 
1987, Last year, 4,432 were filed, the highest in OCR's history, and the caseload ,( J \, * 
shows no signs of abating. We project over 5,500 comphiints by 1994. fIW:.t- ~,...."'" I.', _J..,;~""lp,y " 
2. glld:::.e! ~ There has been a lack of ad~quate fiscal and staff resources to keep up n ... '\li ...,...... 
\vilh the complaint workload. OCR's slarr cei:ing remained a1 820 from 1987-1991. 

. This resllhed in 	few substantive OCR-initiated compiiance reviews and a marked 
decli:1e in TA. ". . 

• 
B. Qpfl(}f1nni1ies 	 " _.' "" ,:% 


I. NbTIONAl, ENFORCElIlENT STRATIiG)'c, To' effec!iI:ely~u,ti1ize its ever 
decrt~asing discretionary resources, OCR,has app!i.ed:~1ral.egi.ciP,!<!-~n!ng to identify· 
priorily lsslJes, Thus, self-iriltiatt..d compliance revie~'s and TA foc't.ls on the NES 
iss:Jes. The selection of the NES issues pr.ovid~;?tn imp~f~nJ.qp.p'of..tlJni.lY for the 
Secretary and the Assistant Secretary to further:t!~eir C:ducatj9na,~ jgqaJs and priorities. 
2. Educating Limi1t~d English Proficient Sh!drnt,':r:-_,QCR issued an 
Enforcement POlicy Update in September 1991' and the clar:fication allowed OCR to 
conduct 28 compliance reviews in 1991 and 1992, and 28 new reviews are planned in 
1993. This would aCCOtl111 for 30 perc~nt of all 1993 compliance reviews ...... A model 
prcst"ntation was developed for TA activity; a pamphlel was issued last week ~nd is 
being rep:'irncd in Span:sh. We are conducting one joir.! complIance review with 
Justice and are considering others. Possibility for continuing joint efforts is high. 
3. Vocalional Edncutton ~ OCR has established a firm basis for a cooper'"dt'i>,:~ I '. 

working reiationship for furthering vocational education with each state through~ . 
" 

agreements, Methods of Administration (MOA).We need to determine whether minority, 
and women a~d the qualified disabled are a~Je to achieve admittance to technical and 
industrial education program and to apprenticeshiv, tmill-ins.: P~ssi~ility for joint efforts 

. 	wilh Labor Department is high. £u..\ P,.~I c<;;.....;t Ci "K~":""'~l"~ ~.., -M" t:0b• ..­

.' 4. Radiil Harassment and Connict Resolution· Wi!! discuss further under pending 
guidance. Opportuaity exists to clarify polky on this important lssue and to provide 

• 
leadership in the natior. on this growing problem. . 
5, Sexual Hal·ns...:;melll - We are seelllg heightened public concern over the 
extensiveness of this problem. One example is a well publicized complaint against 
the Eden Prairie Schools (Minn,). The complainant made a recent guest appearance 

http:foc't.ls
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on the SaJy Jessy Raphael'Ul.lk show. Compliance Sl2.:;dards are being drafted for 
E&S; updated policy is being drafted for PS. Opportunityexis.s for issuing these 
documents. ~ rtl.~...;..3[ ~.:......t ..,..., oJ:L-~ , 

6, ~ender Equity· Title ~X has helped briryg profound cha;1ges in American 
education and improved educatior.al opportunities for millions of female students. 
Yel, gender equity issues remain. OCR will be offerio£ extensive TA :0 address 
underrepresentation of and improve the interest and achievement of female students in 
math and science.. In Intercollegiate Athletlcs, the NCAA has convened a Task 
Force, on which OCR is an advisory member, to address the question of what :s a 
fal: measurement of gender equity. z.o"';'L f....-.( ~ ~ ""f,£.~ /£ vy",J,...t!~Ir~1.."" 

II. Maiof Pendine R('jiubtliQUS and Policy G\lidan{'~ 

A. Aee Resmlation ~ Final regulation transmitted to O.t..1B on December 17, 1992. ED is 
trying 10 resolve OMB's concerns; ED aiso was seeking exceptio;') to existing moratorium 
on Federal regulations since regulation does nol impede economic growth. This:s now' 
moot since Pres;dent Clinton has. rescinding !he order. OCR contiwJcs to enforce Age 
Discrimination Act undt[ the 1979 governll1cntwide regt;iatio!l. 

• 
B. Rfirc.-I~as{~d Schotarshiu? - At issue is whetl1i.~r ED should publish policy on ·student 
financial aid designated exclusiveJy for members of a pani9ul,ar raci.ai or ~~hnicgr<?up, 

'Propused policy guidance. issued ori December to, J99}, is viewed by high'er(education 
community as restrictive. Citizen's'Comm:ssion (In:Civil' Rights is:urglng :the ·President'to,,· 
reverse the propqsed policy and return to the former siwation. "Congress. 'has' cOJriraiskioned 
{j GAO Report on the general wpic."-· ';,",' ,:. " ...... ': 'Yr~ ~b" :)~i~~!"~:';?~';-::?":" ',~. ~ j ! 

C. AhHitv Grollpine ~ OCR de";'eJoped 'Policv guida.1ce becat:£se"ofiihetlarge>n'umbebrif ,'" , 
racially identifia,ble classes in school district~ ;alionwide. 11le 'issue"js;sensjtive~beCauSe of 
the debate within the educational community whether ability grouping is an educa:ionalIy 
sound st:<llegy. OCR is reviewing co:npleted compliance reviews to respond to concerns 
raised by other ED corr.poncnts when reviewing the draft policy, 
D. Racifll HaHls,-.;ment - Issuance of final guidance was delayed to allow us to review the 
1992 Supreme COllrt decision in R.A. V, v, Cjtv of St Paul and the effect of First 
Amendment considerations on the draft policy. OCR's draft guidance is not directed at ........
' 
COOleot of speech, OCR currently is negotiatir,g with Centinela Valley Sehool District (In '.: J 

So. Central LA.), which we found to have subjected students and employees to a racially 
. hostile enviro!:mem in contravention of TitleVL Continuation ofTA promises to help 

prevent incidents at all school levels. Recently, an anti·radal harassment poster was sent to 
the 100 largest school districts and a similar poster will be sent to colleges. We have 
instituted a -rapid response system to intef"l.'ene where major incidents ate reported in the 
press and are :mplementing a new MOU wilh DOl to coordinate yolunt.1I); resolution of 

racial Incidents. A TA do:.-:umenr is now avaiiable to help schools learn of effective 

• 
programs a.jd strategies 10 address racial and ethnic conflict and a monograph reporting on 
a Roundtable OCR hOSled for experts in conflict manageme'nt and prejudice reduction was 
published on Tuesday, January 19. Opportunity eXIsts to clarify policy. 
E. Standards of Reriew - Higher Education Desegregation ~ Supreme Court decision in 

http:yolunt.1I
http:educatior.al
http:Raphael'Ul.lk
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June ]992 articulated standards for stales required to desegregate their higher education 
"systems. Decision \\'"lJ] impact on fOlfr S1l!.:es that OCR is now evaluating -- KentuCky, 
Maryland, Pennsylvania, and Texas. 

III. Mitior Le:;'11 Acti$H1s; High lnleresl OCR Cases; Granl C"cles 

A. coun Actions 
1. fodhercsky v. KirwllO - The issue is whether ED sbould participate as ·an amicus 
in this case; which concerns whelher the University of Maryland can establish 
Banncker Scholarships restricted to African American st'udents as a valid 
desegregation measure. 

"2. W:lshinj.!tQu Legal FOllndntljlll v. Alexllnder ~ Appella:1ts sought declaratory 
judgment 1hat Title VI prohibits recipients from awarding or administering race­
exclus:ve scholarships and an injl.ln::!ion rcq'Jiring ED to es~abJish a nationwide 
program to enforce a prohibition against such scholarships. D;strict COtlft dismissed 
case and appellants filed appeal. Oral argument was held on December 11, 1992, 
befoft: U.S. CO!l:": or Appeals for lhe Districi of Columbia. . 

R Administralive Actions 

• 

I. Chklli:O P~lblic Schools· Chicago has failed io meel terms of a stay and a' . . 

settlement :0 en:'lurc disa':lled students are evaluated, properly p:ace and re~c\'ahJ~te~ .., ., .. : 

The number oi unserved students is large and a major proportion are min9t:!tY ,\._' ", '; .::;_., 

shldents. The stay on the administrative prqc~tX!.i!lgs for fur:d It:rmil}ai~oQ,,~~s~~r<~en~~,.',,~'''':':.;~::.' ".J 

lined. We must decide whether to conlinw:: p'roc-e~din'g to fund terminal~~11 .<.t~,d, ,~'. ::," :~.':.; 
imposing a deferral on new funds to Chicago" . ' " . •l 

, , " :~S1'';;/'' U":,! ."r._, It,,,\'' 
C. Hif,:,h '"lerCSI OCR Cases -, . -, '. ""'\~,'<'I.,-:t' .,'-, ',."I 

1. i~7 (New Ym'k ClIvi The issue i~-\...heth~r aclassroom f~r ~,:,;u;fjsk:'~"sii;(fciti§~:·':',·'r.", 
, , .. '';' 1 ' '''", ,- . 

containing only minor!ly boys is legaL Case is complicated and pending O\~er ayeir' . '" 
and likely to generate press attention when LOF issued. 
2. Egu:11 Oppm11'IIity in Postseconrinrv Admissions ~'The;e are 14 pending cases 
involving affirma:ive action admissions programs or admissions of Asian Americans. 
LOF's were issued in compliance review oi Harvard, UCLA (Graduate), and UC at 
.Berkeley Schooi of uw (Boall Hall). . 

.:, D:' Grnnt Cydcs n~:1a1:net SchO(")ts ~ OCR must certify that an applicant has an approved 
desegregation plat1 containing an acceptable magnet school compOnent and i~ likely to carry 
out the nondiscr:mination assurances submitlec in its applications. OCR expects 10 review 
130 applicant school districts, which OESE wlH forward around March 1, 

IV. ,Admini(.,1ri11ivt~ and Personnel CQm:t~rns 

A. SES - (lCR has the ~ proportion of employees in the OM and SES series; OCR 

• 
has aboHt 20 percent of Ed employees bu has only 3 percent of SES positions (3 SES 
positions); allocation of,SES POSillOr1S to OCR is inequitable when ':::vmpared with other 
ED components, 



••••• 

• 


• v. 

" 

t-::._ .. ,1., , ;', , . 

A, 1993 Bud~ - $56.4 million and 867 positions (current FIE ~ 858) 

B. 1294 ED !lud""1 Reg .. ",,! -$66.7 million and 902 posi'ions (35 additional positions). 

Proposes an OCR field office in Los AngeJes - high number of complaints in Sou~hern 


California - 70 percent of-California':; minority students reside in southern California -­

'desirability of a Federal civil rights presence 

B. ErO Complainls - While abcllH 20 percent of ED's total staff, OCR accounts for'40 

percent of the EEO cases.. . , 


.. 
, . 

! 
, . 
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• l~EMORANDUM 

January 15 .. 1993 

TO: Governor Richard 
Ril~1 

through MarQaret Mcltenna 

FROM, David S. 'Illtel 0, 
RE: Office for Civil Rights 

The briefinq book prepated by the Transition staff 
identifies the *hot button- civil tights issues that you will 
face during your first few months in office. This memorandum 
focuses O~ lon~er range civil rights issues that will require 

,your a~tention and the attention of the Assis~ant Secretary for 
Civil Rights. ~he ~emorandum is divided into three sections: 

, "policy"i,ssues; internal OCR manaQementi and inter-governmental•. , ._p.<_"r~l~j;;,o_r:s" ~ 
. ,.. 


.' . t. PQLIC)~ ISSUES 

",.r;' ~,,.,' ;·~',.~-":'r ._. l 


, ;~.i:' A, Higher Education amLK-~2 Desegregation 


As fl result of last June's Supreme Court decision' in 
U,S. v. lordlc~, OCR will have to review the desegregation 
status of the hi:J.!ier education ~ystems Of. Texas , Maryland,
pennsylvania and Xentucky. other soutbern states may also have 
to be reviewed. These reviews will· raise e%trernely difficult 
and politically' sensitive questions l including the future of 
historically black colleges and universities. The Department 
of Education has....·ts :lUeo fie.' policies interpreting Fordice or 
indicating how it'will be appli~d. . 

At the same time. bUhdreds of school districts 
throughout the 'COl,lntry continue to operate under desegregation 
plans ne90t~ated by OCR in the 1970's. ~st school districts, 
however. co net know whether they remain subject to such plans 
or what their obligations are under th~M. and OCR has provided
them with no guidance • 

• 
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• A high priority for OCR should De tbe development of 
legally and educationally sound policies to govern the 
continued desegregatlon process at both the K-12 and higher 
education levels, 'l'hes,e POlicies should 

• 	 be developed jointly with the Justice Oepartment 
which has four Fordiee cases of its own as well 
as hundreds of school districts under court order; 

• 	 be developed in close consultation ~ith a broad 
range of civil rights and education 
orqanlzations. In this rcgardl the Secretary
should consider invoking the Alternative Pispute
Resolution Act which authorizes the use of 
mediation in the development of federal policies 
and regulations; 

• 	 require that K-12 and higher education 
desegregation plans improve educational 
o~po:rtunitie's for :ninority studentst as well as 
promote desegregation. '!ncluding educational 
pr¢Qtams in desegre;ation plans is well supported
in the case l~w and will enable OCR's 
d&segregation efforts to be linked to the 

.. Administration' 5 scr.ool reform agenda:; and 

• ,. ';i~. the case of FQt:(Us::e, e~plore the possibility 
of'"providing financial assistance to help the 
'states comply. 'the Emergency School A.id Act made 
such funds available in 	the 1970's to 

.desegregating school systems,..and. the argument
for'post-FQrdice higher education funding is just 
as 'powerful today. ' 

'l, " 

B,. 	 Rf.H;e.... Sensitive PrDgrams 

School districts; colleges"and universities oper'ate a 
variety of race-sensitive pl'~;,rarns that present difficult 
constitutional and Title VI issues. Minority scholarships are 
just one example~ there are also affirmative action plans, 
faculty desegregation pro9rarns, mag~et SChools and 
majority-minority trans:fer--o::oqrams~ _. Recent: Supreme Court 
decisions have altered the l~'gal' stal~da-rds· applicable to such 
programs, but OCR has provided educational institutions with 
~~solutelY no guiQanee. OCR shoul~ proceeO ex?e~itiously to 
lssue such guieance which shoule be aevalopa~ joir.tly with the 
austice Departttent and in close cooperation with civil rights
and education organizations, possibly through the procedures of 
the Alternative Dispute Resolution Act. 

• 	
- 2 ­
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• c. Other Policy Issues 

• 


Many other Title VI, as well as Title IX and Section 
504 issues, apparently remain unresolve:3 by OCR. This is 
unfortunate because clear policy guidance is critical to the 
effectiveness of the. civil rights statutes enforced by OCR 
since they depend heavily on voluntary compliance. The 
Secretary should direct OCR to produce an inventory of 
unreso·lved policy issues and a schedule for resolving them in 

timeframes, This is ridiculous; tirneframes 

order of priority. This entire process should be undertaken 
broad consultation with civil tights groups, education 
organizations· and other relevant federal agencies. 

in 

II. OCR MANAGEMENT ISSUES 

A. Complaint 'Processing 

1. Timetrames 

the late 1980's, 
After the Adams litigation was dismissed 

OCR apparently abandoned the use of 
in 

whether the Adams 
were the correct ones or -rio"t .... ft' make"s' no sense to. run a 
complaint processing agenc·y w·ithout timeframes, The secretary 
should oirect OCR to develo'p ·.them·· expeditiously. Once' 
developed~ they should 'be mc:mi"tored by the Assistant Secretary 
for Management; the :Secretary.:·needs·' to' be sure that those· who 
believe they have been dis·crIminated against get an exp.editious 
resolution of their complaints: and, that school districts',··: 
colleges and universities ·are .:not: subjected to endless' "·and 
unnecessari ly expensi ve.. in"v"est"i'gat-ions. "Justice delayed is 
Justice denied, .... and this applies to both the complainant and 
the education· institu·tion. 

2. Other Complaint I~S~~ 

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 lIvoiainQ'·'~,~p.aI1a.ing,.'complaint 
investigations into compliance reviews (lie..e. 'sub-1r B. b21ow)? 
Is OCR trying to resolve complaints informally by mediation 
before initiating investigations? 

• 
- 3 ­
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• 	 B. Compliance Revie~s 

Compliance reviews give OCR the biggest bang for its 
buck; compliance reviews ate ~uch more likely tban complaint
investigations to uncover violations of civil =i~hts laws. For 
that reason, the Secretary should review OCR's proce~ures for 
se:ecting compliance' reviews to he sure they are targeting the 
most critical equity issues in education. aow, for example~ is 
OCR deciding which issues to review ar.d which institutions to 
investigafe? Ar.e compliance reviews foeusi:l.9 on issues not 
raised in complaint investigations? Are its decisions 
supported by caretul research, anc is it consulting civil 
rights and education institutions? 

At the elementary and secondary levell the Secretary 
should determine whethet the school districts' survey is 
conducted frequently enou9h, and wbether its sampling
techniques are'aaequate. Does the survey ask the ri9ht 
questions, and is OCR e£fectively·usinq its results to target
issues and identify' institutions to be review'ed7 Should other 
surveys be conducted? 

c. Other Management lssu~s that Relate to Botll 
Complajnt 	PrQcessinc end CQmpliance Reviews 

" - -.... , ; .. "';: t.' ..·.. j c· ." 

• 
1. Is it a:ppropriatef,lfor"OCR ,;to resolve 

complaint and compliance review .matters ,.:af.ter',r·,the' investigation 
but before the Letter of Findings is'i'ssl.4$<l?':·Thi·s practice, 
which was apparently' adopted "in ~.the~1980 ~,s~.;is"controver~ial. '. 

~ '.I.:! :-. ';:~':)- j", :2 ::. ~-:...:-:t':'::'""': 'I! " l 
, . ­2. Does OCR have: I:adequate ~'guali ty ,control . ", " 

prooedurea in place? Is it hirir.g~the~ri9ht people; and is it 
training them effectively?· _.Doe~..:i~:r.ay.e'.procedures to ensure 
t:hat the r.esults' of complaint inves:'igations !and compliance 
reviews are consistent with legal 'standards? 

3. he OCR doing everything it can'to~bring 
abOut vol~ntary complianoe with the civil rights laws ~~ 
enforces? Is it. for example] provi~ing ceehnical assistance 
to recipients of Department funds and does it conduct any 
public information activities? 

,
"~"'. ")"' "'-" .. . . 

4. How is" OCR reporting its effective~uss~ag 
an agency? Traditionally. it measures its success b? how many
complaints and compliance reviews it conducts~ The agency,
however. would be more effective an~ its political support 
enhanced if it went beyond these process measures and re?orted 
its effectiveness in terms of its accomplishments for victims 
of ~iscri~ination_ The Secretary Should direct it to develop 

• 	
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• internal dat6 collection sys~ems that enable it to report I for 
example~ the number of han~icapped children it helped. the 
extent to which it improved athletic opportunities for girls 
and women, the number of rr,inority children removed from 
segregated settings, etc. 

,A. ~partment of Educat!on 

OCR should not be viewed as the only agency within the 
Department that is responsible for ens~rin9 that recipients of 
Pepartment funds comp~y with the civil rights laws. Every 
Assisttlnt Secretary should be responsible "for, ensuring civil 
rights complia~ce~ and the Assistant secretary for Civil Riqhts
ShOUld bn respcnsible for workin;, with the othet Assistant 
Secretaries to develop proce~ures to correct civil rights 
proble:ns duritis! the' grant-making stage. It is easier and less 
controversial to correct a civil rights deficiency before a 
grant is made than to terminate funds later. 

B. Ot.he.Llede:al Goyernment Agencies 

• 

The Civil RiQhts Division of the Juscice -Department 


has government-wide Ti tie VI coordinating:·,r'esponsi-hflfty.· 

Other agencies also 'have civil rights compl'iance"j p'ro,grams',' and 

several. such as lUiS, HUD, Transportation and' L!nbor',,- furia.· ~ 

pro9rams that, if properly 'c'oOtCiinated' withl}edudat-i'on<~ :.~"''''''''''' ' 

institutions, can help facilitate civil rit;Jhts1 comp,l'iance. ' The 
Secretary should work. with the sec.:reta:ti'esf of~,these··..,o,ther, .J.; ,'~ 
departments to ensure ;that'.all relevant':'clvi'l~lrightst',pro~rams 
are effectively coordinated. ",' ::,:;. /[,,. ·~i';:';·'" ;~","!.,,,:, ~f'-'t'·· ': 

c. State Agencies 

All sta~es have civil rights compliance programs, bu~· 
most are ineffective. OCR should worA wi't:h the states to hel'tl' ~. 
strengthen their civil rights programs ana develop incentives~ 
to encourage them to do so~ Enlistin9 the' aid of the states 

:wil1 greatly enhance the effectiveness Of federal civil rights 
laws because OCR does not and never will' have the resources it -~, .. " 

. needs to resolve every complaint of discr!mination. A'lso, :. 
resolving civil rights problems at th& state leval can 

.sometimes be more effective and less controversial than at the 
federal level. . 

• 
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 MEMORANDUM 


TO: 	 Governor Riley 

FROM: Gordon M. Amb'Ch~ 

DATE: January 17, 19r 

RE: 	 Comment about the Education Department - Qmce of Civil RigOls (OCR) 

by Cindy Brown, former Director of the Office in the Carler Administration 

Att.<:hed 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,om~e.. 

• 	
. " 

ce: Billy Webster 

. Terry Peterson 


. " Attachmentp '" 

.."­

• 




-, .. 

$- C H 0 0 -;"" 

o 

COCNCIL OF CHIEF STATE SCHOOL OFFICERS 


TO: 	 Secretary-Designate Richard Riley 

FROM: 	 Cynthia G. Bro'Yo'l1 ~.~ 
Director. Resource Center on Educa~ional Equity 
Council of Chief State School Officers 

RE: 	 Mission and Operatio~ of the Office for Civil Righ~s in 
the u.s~ Departme~t of Educa~ion 

DATE: 	 January 14, 1993 , 

• 
As yO'..J know, the precursor of today"s Office fo:::- Civil 

Rights (OCR) was created in 1965 to initiate enforcement of Title 
VI of the Civil Rights Act of 1964. Its prim?-ry work ..throughout 
the 1960's was to promote southern desegregat'i'Oil·-as,:re@ired by 
law. By the end of the 19705, its missio'Iy<tia(:f"'expanded:':~f'o the 
er:.for?e~ent. of ,laws ~ode17~..~~J,te:;- ..,!,i;:~_~, :~~.-:~~fl~~_~i:?ii~~J.·('·~,~,.,. 
dl.scrl.m].nat~on an the b,asl.s of gender, dl.s~l:.p.:ll~Y·, '·.~.n,d.,,?i.g_e. ,as 
'Well as additional targets ,of discrimination',:'cin;;,the' .~hasr:i::of 
race, colo= ( and nationa:i ,~rigin .. ' .'.~~t~;:::~,,;~,;~,,:,,:: ;;,~.~i/~':::::I~;~"'~~~c,~':~ ',J 

·"~' ••	c ."f", •• " .,." ••,. ........., ....... ,""" ••'_"'.....'.',1\,:.<., ..... " •••• 
" . . .. ~ ~ 

~ 
-~. ' ,.. ,~ ," 	~,•.~,"'<~ , 

OCR has a proud history and its actions.pa~e ,resul~ed in 
substantially ir,proved education for America's students froin 
preschool through the postsecondary level~ But i~s =ecent 
history is shameful~ Lack of poli4,:;ical \r,I'ill to enfo!.'ce c~vil ", 
rights laws over ,the past 12 years is 'the most visible probletl. '''"'. 
However, OCR I S operational shortcomings also severely undernine / 
its abili~y to carry out its primary law enforcement mission and 
to lead in developing an appropriate federal equi~y agenda for 
the next century., These short90mings have roots preceding the "'--'''':1'; 

Reagan Administration. And many long time civil rights 
advocates, like myself, must take SOme responsibility for shaping 
OCR in a way that has little relevance to the equity challenges 
faced today by too many of Aroerica 1 s young people. 

Below is a brief listing and discussion of OCR problem areas 
and a beginning 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 ~Jick action on,numerous equity grievances" 
that have 	built up over many yea=s of national ina~tention. 7his 
is a daunting challenge. 

Prt'lJ.lj(-ft! Rill HOr.<IC. C.JH"n'i~ $~i"""ri""~lkklli "o' r"r.;;,' hN'U<""'Tj • Prl',;dl'!ll f-:lrcl ;"L.-\~' ;). 7r.1OftGA'" ~~\\ :,jn,c'" Svr.'r'''c,)(,,'!l! 0' 1'.>1>11(' lit'IU!1 ';I~l ' 
"itt I'r~';(!r~: \\ EII.r-:i:.'l HOGEr,S, C~(lr~;" ~~l1tOrof~,1(k111 "I ;',-:"",1, ' n;tt'rlur,~ ~OBE.R7 E. iJ/,RTMA"'. Mi"t;1I1i (,,'m\1''',.m,r (,1 E.(!v,'.,!i,~, • JCf):n·' .-\. 
fIlLL~:\C:S, W,"~);n~I(lll Sur--:r;I~I~:~!~PI Hi F~1>Ii(' II1'~t~nj'~l' flEn" CASTO'<. 1"1,.;,',. C"'TTm",j,,,,~, ,,) £t',,,·,'I'(l'l· \\';U.lA,\j L U':I'l.l:Y, h",:, 1)0",."" pI 

&:Ll';lIino • HEN" Y R, \;l,k0Cl\m, W",) \'ir;'·;01~ S"IICrII!I('mkm (II Sch"~:h' EUGEKE T. l'A5LO\'. :--,;,.\-,,J., S"r~l\JlUmc.J,:nl ull'"r..ic 11I>l;U,li"l1 
r:\l'tull'"'Ii;r~(,lur GORD()~ M. ,>,:>.HlAC!1 



• 
Furthermore, as you well know, there is growing consensus 

about the national need to address vigorouslY the well 
documented, severe, complex, and often seemingly intractable 
inequit:ies in student outcomes. OCR should playa 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 equity in all new federal education initiatives, 
e.g. the development of 'tdelivery 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) 	 Becaus-e 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, aryd the ~ajoritY~~r 

• 	
,0,allege discrimination on the basis of disabi~i:ty .., ,~!.1.9st;. 'I"' 

compla'int writers are middle-income people" wi ~~:-', ~,~,":;".:" ~ :;:':"~ .: 
knowledge of their rights and their children's' right"s;, t!' ' 

with sufficient education:',tc? ,compose' ~ lett:.er';:i.:wi:t:-h:-:·.~~i,f' ?":,,_. 
English-speaking and wri tAng ability,. and ,withoil?ni?~gh" ."o_.:.'~: 
security to risk psych9~~gi~{3-l pressure or:':'possibi.yi~'J'i:,:.(!;:.~, " 
overt retaliation. :';,;'.. 1-':;-' '"": • !~~ '::J;4'~;' it '.'-!."::.t,:,~:;!;~ ,:' 

•• ",I '-. •• :;_ • ' 

2) OCR virtually ignores, i. e. does not inves~igate~;"; ..-" ~, ',; ,'.'. 
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 Inequalities is only the most 
publicized of numerous reports on education inequities. 

3) OCR is structurally obsolete, in th~t it virtually 
excludes a state. role, rather than fo~ing aeep (not 
paper)'· state partnerships in the achievement of federal 
equity goals. 

4 ) OCR does not provide adequate 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 desegregation requirements under 
current ·law. o,T";> 

2 
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• 
5) OCR 'fails to engage in regular internal study, policy 

renewal, research and s~aff develop~ent about national 
educational goals 1 strategies I and new unde~standin9s 
about the nature of student learning and sc~ool (and 

-other institutional) crganization~ Deep understand:ng 
of these issues is central to,the national ~ffort to 
achieve high educational 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 directly related to equity issues, 
OCR has no regular training program for its own 
eKployees, le~ alone other employees of the Department 
or its grantees, all of whom would gain from training 
about civil rights responsibilities. ' 

7 ) 	 OCR concentrates on narrow litigation strategies, 
rather than multi-strategy approaches that: use various 
kinds of technical assistance methods or dispute 
resolu~ion techniques to encourage voluntary civil 
rights compliance. 

8) 	 OCR is charged with responsibilities that overlap with ", . 
and'duplicate other federal agencies inside and outside .': c::, ,'.,
of ~he Department of Education. .. ' ,';'..': 

......... , t '. >" •.1" .;". .' r .....' _;~~:;::"'" 

, , 'this is especially co:cunon with regard',to allegations "O:f '--""·.i;-:·_;:'......, ~. 

,,,.-10 ~, discrimination against disabled school-,. chi1.dren( ......."0." ·,;;,.;-.{f"lt~;;L;~-_. ~ 

t~ . k , .. pr.ohibited under both Section 50'4,,,;of'- the" }{ehabilitation"•.:;?,,~ J v;~d- - I~ 

Act of 1973 and the Individuals with Disabilit.ies 	 ,.,' 
Educat.ion Act (IDEA). There are also duplication '...:­
issues concerning complaints of employment 

., 	 discrimination . 

OCR Imn'rovement Steps 

If the Depart~ent of Ed~cat~on is to lead in the national 
e..'ffort t.o provide an equitable education resulting in high­

'" I .' J.. ~ . 	 • 

pe .•.:formant.:e outcomes for all studen~s, the role of OCR 1n 

contributing to this goal must be totally ·reconcept~alized. A 
new policy co~text and administrative fra~ework is needed in the 
federal ~ffort 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 
representatives of organizations concerned with protection for 

• 
victims of discrimination, inst~tutions obligated to comply with 
civil rights laws, experts f::::-Olil 1a"" and educational research'/" and 

3 
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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. 

Below are my initial additional recommendation~ for change 
in' OCR. 

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

2) .OCR must establish a fir'st-rate legal policy guidance 
system, technical assistance program, and staff 
training operation. The design of the enhanced 
technical assistance' program should be'undertaken in 
conjunction with a department-wide examination and 
integrated application of equity-related technical 
assistance programs. 

. .. _.", . . 3) 	 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 lot. 
complaints referred by OCR, that are voluht"ary'," 
'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 quality control 

measures that assure the civil rights of all 


.~~ indiyiduals and groups are fully protected; and 

: ;'1 ~. ,r • 

• establishment of an OCR state relations unit to 
work with its regional offices in negotiating, 
implementing, monitoring, and evaluating the OCR­
state agency agreements. 

4 ) 	 Through appropriate regulatory action, you should 
require the Office of Special Education and 
Rehabilitation Services to accept referrals from OCR of 

• 
section 504 complaints that are also complaints under 
IDEA . 

4 
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• 5) OCR sho'J.ld concentrate its own investigative activities 
on areas of serious inequity and cases that are vert 

.complex r very expensive to investigate, and/or involve 
co~plex legal iS5~es. It should substantially increase 
the number of OCR-initiated ~nve5tigatiDns of 
discrimina~ion against groups of children and other 
individ:..:.als. 

=must end with a word about help for poor people. We are a 
nation ~at values jus~ice and ~ai~ess. Basic fairness requires 
that all people subjec~ ~o illegal discrimination have their 
problems addressed through established enforcerner.t" processes. 
Middle-income as well as low-income people suffer discrimination. 
But basic fairness also requires that enforcement of anti ­
discrimination requirements not favor one group .... - such as the 
more knowledgeable, better educated, and fluent English-speaking 
-- over-another. The current OCR operation shows such favoritism 
and is least helpful ,to those with the most serious problems. 
This lllust change. ­

• 
.' 
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