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Summary

The FY2010 budget resolution (S.Con.Res. 13) included two reconciliation instructions directing the House Committee on Education and Labor to report changes in laws within their jurisdictions to reduce the deficit by $1 billion each for the period of fiscal year (FY) 2009 through FY2014. The reconciliation instructions specifically noted that $1 billion of the reduction from the House Committee on Education and Labor should be related to education.

On October 7, 2009, in response to the FY2010 budget reconciliation instructions, the House Committee on Education and Labor submitted H.R. 3221 to the House Budget Committee as education-related reconciliation instructions. Certain provisions of H.R. 3221 were incorporated into H.R. 4872, the Health Care and Education Reconciliation Act of 2010 (HCERA). On March 30, 2010, President Obama signed H.R. 4872 into law (P.L. 111-152).

The SAFRA Act, Title II, Part A of the law, terminates the authority under the Higher Education Act (HEA) of 1965, as amended, to make loans under the Federal Family Education Loan (FFEL) program after June 2010. The Congressional Budget Office (CBO) estimates that this will reduce mandatory spending by $29 billion over the FY2010-FY2014 period, and by $61 billion over the FY2010-FY2019 period. These savings are sufficient to achieve the $1 billion reduction in spending specified in S.Con.Res. 13, while offsetting an increase in mandatory spending as a result of expanding other HEA programs.

A significant portion of the savings estimated to result from enactment of the SAFRA Act offsets additional mandatory appropriations for the Federal Pell Grant program. The SAFRA Act also makes the following changes to several HEA programs: the William D. Ford Federal Direct Loan (DL) program is amended to accommodate the termination of the FFEL program; and existing HEA programs for Historically Black Colleges and Universities (HBCUs) and other Minority-Serving Institutions and the College Access Challenge Grant (CACG) program are extended with mandatory appropriations. The law also amends the income-based repayment (IBR) plan. Overall, CBO estimates that the SAFRA Act reduces mandatory spending by $5 billion over the FY2010-FY2014 period, and by $19 billion over the FY2010-FY2019 period.

Title I of the HCERA contains provisions regarding health coverage, Medicare, Medicaid, and various tax revenues. Title I, Part F amends and funds the Department of Labor's Community College and Career Training Grant Program (CCCT).

This report begins with a brief legislative history of the education-related provisions in P.L. 111-152. It then identifies and describes selected amendments made to the HEA and other laws by P.L. 111-152.
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Overview

The 111th Congress enacted the Health Care and Education Reconciliation Act of 2010 (HCERA; P.L. 111-152) to make changes to the Patient Protection and Affordable Care Act (P.L. 111-148), to amend the Higher Education Act of 1965, as amended (HEA; P.L. 89-329), and for other purposes. Aside from health care-related provisions, the HCERA makes major changes to federal student financial assistance programs. The HCERA also extends mandatory appropriations for existing HEA programs and provides mandatory appropriations for a program authorized under the Trade Act of 1974 (19 U.S.C., Chapter 12).

The HEA authorizes a broad array of federal student aid programs that assist students and their families with paying for or financing the cost of postsecondary education, as well as programs that provide aid to institutions of higher education (IHEs). In recent years, major amendments to selected HEA programs—particularly those that receive mandatory funding—have been made as part of recent budget reconciliation measures. In the 109th Congress, the Federal Family Education Loan (FFEL) program and the William D. Ford Federal Direct Loan (DL) program were amended and extended under the Higher Education Reconciliation Act (HERA, part of P.L. 109-171).1 In the 110th Congress, the College Cost Reduction and Access Act (CCRAA; P.L. 110-84) made significant changes to the FFEL and DL programs, the Federal Pell Grant program, and the federal need analysis formula.2 Additionally, in spring 2008, emergency changes to the federal student loan programs were made under the Ensuring Continuing Access to Student Loans Act of 2008 (ECASLA; P.L. 110-227).3 Finally, the 110th Congress enacted the Higher Education Opportunity Act (HEOA; P.L. 110-315) to amend, extend, and authorize new programs under the HEA, including amendments to the FFEL, DL, and Pell Grant programs.4

Title II, Part A of the HCERA, entitled the SAFRA Act, contains several education-related provisions. Major proposals in the SAFRA Act amend the HEA as described below.


	The authority to make federal student loans through the FFEL program terminates after June 30, 2010.

	Beginning July 1, 2010, Subsidized Stafford Loans, Unsubsidized Stafford Loans, PLUS Loans, and Consolidation Loans will be made only through the William D. Ford Federal Direct Loan (DL) program. DL program loans will be serviced by private for-profit and not-for-profit servicers under contract with the U.S. Department of Education (ED).

	The income-based repayment (IBR) plan is amended for new borrowers of DL program loans on or after July 1, 2014. For new borrowers who repay according to the IBR plan, monthly payment amounts will be limited to 10% of their discretionary income. Also, new borrowers who repay according to the IBR plan will be eligible to have any loan balance that remains unpaid after 20 years of IBR plan repayment forgiven at that time.

	Effective March 30, 2010, indefinite mandatory appropriations are provided for the Federal Pell Grant program to supplement annual discretionary appropriations and to fund an increase above the annual appropriated Pell Grant maximum award. From AY2013-2014 to AY2017-2018, these annual increases to the Pell Grant award amount are indexed to the percent change in the Consumer Price Index for All Urban Consumers (CPI-U).

	Effective FY2011, an additional $13.5 billion in mandatory appropriations for Pell Grants will be available for obligation until September 30, 2012.

	Mandatory funding for the HEA College Access and Completion Grant program is provided for FY2010 through FY2014.

	Mandatory funding for HEA programs serving Historically Black Colleges and Universities (HBCUs) and other Minority-Serving Institutions is provided for FY2010 through FY2019.



Title I, Part F of P.L. 111-152 contains an education provision that funds the Community College and Career Training Grant Program from FY2011 through FY2014.

The remainder of this report summarizes the legislative history, estimated cost savings, and education-related provisions of P.L. 111-152. The legislative history describes the budget reconciliation process. The cost estimate is subsequently presented and is followed by a description of the HEA programs and other programs that would be amended. This begins with a review of changes that affect the FFEL program and reduce federal spending. This is followed by a review of the corresponding revisions to the DL program. Finally, changes that increase spending under the Pell Grant program and other programs are described.


Legislative History

The House and the Senate approved H.Rept. 111-89, the conference report to accompany S.Con.Res. 13, the Concurrent Resolution on the Budget for Fiscal Year 2010, on April 29, 2009. The FY2010 budget resolution includes six reconciliation instructions to three House committees and two Senate committees. The House Education and Labor Committee received two reconciliation instructions, each directing the committee to report changes in laws within its jurisdictions to reduce the deficit by $1 billion for the period of FY2009 through FY2014. The first reconciliation instruction included the term "Health Care Reform," and the second instruction included the term, "Investing in Education," although the committee has discretion to respond to each directive with any type of legislative language within their jurisdiction that would achieve the budgetary outcome included in the directive.

H.R. 3221, the Student Aid and Fiscal Responsibility Act of 2009, was introduced on July 15, 2009, to increase student aid through loan reform, improve college access and completion rates, invest in educational facilities and early childhood education, and other purposes. On July 27, 2009, the House Education and Labor Committee reported H.R. 3221 to the House. On October 7, 2009, the Committee also submitted H.Rept. 111-232, which contained language identical to the text of H.R. 3221, as reconciliation instructions to the House Budget Committee.

On September 17, 2009, the House passed H.R. 3221 by a vote of 253 to 171.5 H.R. 3221, as passed by the House, would amend the Higher Education Act (HEA) of 1965, as amended, by making changes to existing programs and by establishing several new programs and benefits. It would also establish several new non-HEA programs. Major proposals in H.R. 3221 include the following.


	The authority to make loans under the Federal Family Education Loan (FFEL) program would be terminated after June 2010.

	Beginning July 1, 2010, all student loans made under Title IV of the HEA would be made under the William D. Ford Federal Direct Loan (DL) program.

	Beginning July 1, 2010, a new Federal Direct Perkins Loan would be offered under the DL program, and authority to make new loans under the current Federal Perkins Loan program would end.

	Beginning in FY2010, indefinite mandatory appropriations would be provided for the Federal Pell Grant program to supplement annual discretionary appropriations.

	Effective for award year (AY) 2011-2012, the HEA, Title IV federal student aid need analysis methodology would be simplified and requirements for aid applicants to report certain asset-related financial information on the Free Application for Federal Student Aid (FAFSA) would be eliminated.

	Mandatory funding for HEA programs serving Historically Black Colleges and Universities (HBCUs) and other Minority-Serving Institutions would be provided for FY2010 through FY2019.

	For FY2010 through FY2014, mandatory funding would be provided for programs in a new HEA College Access and Completion Innovation Fund (CACIF) to promote success in postsecondary education, improve subsequent employment outcomes, and assist states in developing longitudinal data systems.

	Mandatory funding would be provided to establish and fund programs for the modernization, renovation, and repair of K-12 school facilities in FY2010 and FY2011; for the modernization, renovation, and repair of postsecondary school facilities in FY2010; and for the construction and renovation of K-12 school facilities in Louisiana, Mississippi, and Alabama in FY2010 and FY2011.

	For FY2010-FY2017, mandatory funding would be provided to establish and fund an Early Learning Challenge Fund to improve the standards and quality of state early childhood education programs.

	For FY2010-FY2019, mandatory funding would be provided to establish and fund the American Graduation Initiative grant program for the purpose of reforming community colleges, and to improve education and training for workforce development.

	The "Defund ACORN Act" would prohibit organizations that have run afoul of certain federal or state campaign finance, election, or voter registration laws from being awarded federal grants or contracts and from receiving federal funds.



The House Budget Committee prepared the Reconciliation Act of 2010 (H.R. 4872) by packaging education-related reconciliation instructions submitted by the House Education and Labor Committee with health care-related reconciliation instructions submitted by both the House Committee on Ways and Means and the House Committee on Education and Labor. On December 24, 2009, the Senate passed health care reform legislation, the Patient Protection and Affordable Care Act (H.R. 3590).

In early March 2010, the Congressional Budget Office (CBO) released revised estimates of the savings associated with eliminating the FFEL program. Whereas in July 2009, CBO estimated savings of $86.8 billion6 over the FY2009-FY2019 period, in March 2010, CBO estimated savings of $67 billion over the FY2011-FY2020 period.7 In part, as a result of the lower estimates of the savings that would result from terminating the FFEL program and because some of the education provisions might have violated Senate rules regarding reconciliation bills—rules that require provisions be related to spending or revenues8—the House Rules Committee made public an amendment in the nature of a substitute to H.R. 4872 on March 18, 2010. The amendment in the nature of a substitute proposed to change several controversial elements contained in H.R. 3590 and removed or modified several education provisions contained in H.Rept. 111-232 (H.R. 3221). On March 21, 2010, the House agreed to a special rule (H.Res. 1203) that brought to the floor H.R. 4872, as amended by the amendment in the nature of a substitute to H.R. 4872. Later on March 21, 2010, the House passed H.R. 4872 by a vote of 220 to 211, after having passed H.R. 3590 by a vote of 219 to 212. H.R. 3590 (P.L. 111-148) was signed into law by the President on March 23, 2010.

In response to a ruling by the Senate parliamentarian, the Senate struck two provisions from H.R. 4872 before passing it on March 25, 2010, by a vote of 56 to 43. The provisions were deemed to be in violation of the Senate Byrd rule because they had no effect on federal outlays and revenue and thus were extraneous. One provision would have eliminated a requirement established in the CCRAA that the Secretary of Education either reduce or increase the additional mandatory Pell Grant amount in each award year if the budget authority provided for each year was insufficient or exceeded, respectively, the amount necessary to fully fund the prescribed additional mandatory amount in each year. This requirement had never been implemented by ED and would have had no effect on the new provisions offered in H.R. 4872. The other provision would have established a new rule specifying that the additional mandatory Pell Grant award amount in each award year, as determined by a new formula in H.R. 4872, could not be less than the additional mandatory award amount for the previous award year. Later on March 25, 2010, the House passed H.R. 4872, as amended by the Senate, by a vote of 220 to 207, and it was signed into law by the President as P.L. 111-152.


Cost Estimate

According to the CBO estimate of the SAFRA Act dated March 20, 2010, terminating FFEL program lending and replacing it with increased lending under the DL program will reduce mandatory spending by $29 billion over the FY2010-FY2014 period, and by $61 billion over the FY2010-FY2019 period.9 CBO also estimates that the SAFRA Act will increase discretionary spending by $1.3 billion over the FY2010-FY2014 period, and by $5.0 billion over the FY2010-FY2019 period.10 Most of these discretionary costs are estimated to be for the administrative costs of increased DL program lending.

The increase in mandatory appropriations for Pell Grants are estimated to increase mandatory spending by $21 billion over the FY2010-FY2014 period, and by $36 billion over the FY2010-FY2019 period.11

Overall, the CBO estimates that the SAFRA Act will reduce mandatory spending by $5 billion over the FY2010-FY2014 period, and by $19 billion over the FY2010-FY2019 period.12 These estimated savings exceed the $1 billion reduction in spending specified in S.Con.Res. 13.


Federal Student Loan Reform


Federal Student Loan Programs Administered by the Department of Education

ED administers three major federal student loan programs that are authorized under Title IV of the HEA: the FFEL program, the DL program,13 and the Federal Perkins Loan program.14 These programs are briefly described below, followed by descriptions of changes made to the federal student loan programs under the SAFRA Act.


Federal Family Education Loan (FFEL) Program

The origin of the FFEL program can be traced to the Guaranteed Student Loan (GSL) program, originally enacted in Title IV of the HEA. Under the FFEL program, capital for making loans is provided by private lenders, and the federal government guarantees lenders against losses due to borrower default. The federal government also provides private lenders a variety of subsidies designed to ensure that private capital will consistently be available to make FFEL program student loans.15 FFEL program loans are originated, held, and serviced by private lenders; and state and nonprofit guaranty agencies receive federal funds to administer the federal loan guarantee. Costs of the FFEL program are mostly mandatory.

In 2008, as a financial crisis developed and following the enactment of reductions in lender subsidies under the College Cost Reduction and Access Act (CCRAA; P.L. 110-84),16 lenders began to experience difficulties raising capital to continue making FFEL program loans. As a response, the Ensuring Continued Access to Student Loans Act (ECASLA; P.L. 110-227)17 was enacted to facilitate the continuation of lending under the FFEL program. During FY2009, ED estimates that approximately 80% of new FFEL program loans were financed through ECASLA programs.

During AY2009-2010, approximately 3,900 institutions of higher education (IHEs) are participating in the FFEL program. ED estimates that approximately 8.2 million new FFEL program loans (not including Consolidation Loans), averaging $4,309 and totaling $35.4 billion, will be made in FY2010. This would be a decrease from the 14.5 million loans, totaling $67 billion, made in FY2009. By the end of FY2010, ED estimates that there will be $497 billion in outstanding FFEL program loans.18


William D. Ford Federal Direct Loan (DL) Program

In 1993, authorization for the DL program was enacted under the Student Loan Reform Act of 1993, part of the Omnibus Budget Reconciliation Act of 1993 (P.L. 103-66).19 The program was established with the goals of streamlining the student loan delivery system and achieving cost savings. When enacted, the program was originally intended to gradually expand and replace the FFEL program; however, provisions calling for a "phase-in" of the DL program were repealed under the Higher Education Amendments of 1998 (P.L. 105-244). For nearly two decades, both programs have been in operation, and IHEs have been able to participate in the program of their choice.

Under the DL program, the federal government essentially serves as the banker and makes loans to students and their families using federal capital (i.e., funds from the U.S. Treasury), and owns the loans. Schools may serve as direct loan originators, or the loans may be originated by an ED contractor. Loan servicing and collections are also performed by contractors. DL program subsidy costs are mostly mandatory, and administrative costs are mostly discretionary.

In AY2009-2010, more than 2,000 IHEs are participating in the DL program. Many IHEs that participate in the FFEL program have taken steps toward becoming certified to participate in the DL program. ED's Office of Inspector General reports that as of May 7, 2009, all but 162 of the IHEs actively participating in the FFEL program (excluding foreign schools) had obtained approval to participate in the DL program.20 By March 4, 2010, ED reported that 47% of IHEs were "DL ready"; 40% were in transition to DL; 11% used the common origination and disbursement (COD) system, but had not taken steps to transition to the DL program; and 2% did not use COD and had not taken steps to transition.21

ED estimates that 15.2 million new DL program loans (not including Consolidation Loans), averaging $5,801 and totaling $88.4 billion, will be made in FY2010. This would be an increase over the 6.5 million loans totaling $42.3 billion made in FY2009. By the end of FY2010, ED estimates that there will be $207 billion in outstanding DL program loans.22 ED projects that upon the repeal of future lending through the FFEL program, in FY2011, 24.8 million loans, totaling $134 billion, will be made through the DL program.

While the FFEL and DL programs rely on different sources of capital and different administrative structures, they make available essentially the same set of loans: Subsidized Stafford Loans and Unsubsidized Stafford Loans for undergraduate and graduate students; PLUS Loans for graduate students and the parents of dependent undergraduate students; and Consolidation Loans through which borrowers may combine their loans into a single loan.


Amendments Related to the FFEL Program

The SAFRA Act makes the following amendments relating to the FFEL program.


Termination of Lending Under the FFEL Program

The SAFRA Act amends the HEA to terminate the authority for new loans to be made or insured under the FFEL program after June 30, 2010. Beginning with AY2010-2011, all new Subsidized and Unsubsidized Stafford Loans, PLUS Loans, and Consolidation Loans will be made under the DL program. Holders of existing FFEL program loans will continue to be responsible for servicing the loans, and guaranty agencies will continue to administer the federal loan insurance.

CBO projects that the termination of lending under the FFEL program and the shift to all HEA Title IV federal student loans (other than Perkins Loans) being made under the DL program will result in a reduction of $28.6 billion in mandatory spending over the period from FY2010 through FY2014, and of $61.0 billion in mandatory spending over the period from FY2010 through FY2019. These savings in mandatory spending are expected to result in part due to the shift of approximately $5.0 billion in administrative costs from mandatory spending under the FFEL program to discretionary spending under the DL program over the period from FY2010 through FY2019.23


Payments for FFEL Servicer Job Retention

The SAFRA Act provides $25 million for each of FY2010 and FY2011 for payments to servicers of FFEL program loans for the purpose of retaining jobs at locations in the United States where those servicers were operating in the capacity of FFEL servicers on January 1, 2010.


Amendments Related to the Federal Direct Loan Program

The SAFRA Act amends the HEA to require that, effective July 1, 2010, all new Subsidized and Unsubsidized Stafford Loans, PLUS Loans, and Consolidation Loans will be made under the DL program. In addition, the SAFRA Act makes the following changes to the DL program.


Extension of the DL Program to Foreign IHEs

Through the end of AY2009-2010, the only form of federal student aid available under HEA, Title IV to eligible students enrolled in IHEs located outside the United States is loans made through the FFEL program. Effective July 1, 2010, and concurrent with the termination of lending under the FFEL program, the SAFRA Act extends the availability of DL program loans to eligible students enrolled in foreign schools.


Consolidation Loans

Consolidation Loans enable borrowers to simplify the repayment of their federal student loans by combining multiple loans into a single loan. In general, to be eligible to obtain a Consolidation Loan, a borrower must have an outstanding principal balance on at least one loan made under either the FFEL or DL programs that is eligible for inclusion in a Consolidation Loan.24 Applicants for Consolidation Loans must be either (1) in repayment status, (2) in the grace period before entering repayment, or (3) in default, but have made satisfactory repayment arrangements for their loans, or have agreed to repay according to the FFEL program income-sensitive repayment plan or the DL program income-based repayment (IBR) plan. Also, to obtain a Consolidation Loan under the DL program, an applicant must have borrowed one or more eligible loans under the DL program.25 Interest rates on Consolidation Loans are determined by taking the weighted average of the interest rates on the loans being consolidated and rounding the result up to the nearest higher one-eighth of 1%, with a cap of 8.25%.

The SAFRA Act amends the eligibility requirements for certain borrowers to obtain DL program Consolidation Loans during the period from July 1, 2010, to June 30, 2011. During this one-year period, borrowers who have multiple types of federal student loans and who have not yet entered repayment on at least one of their loans will be eligible to consolidate their loans into DL program Consolidation Loans without having the interest rate rounded up to the nearest higher one-eighth of 1%. To be eligible to consolidate loans under this temporary provision, a borrower must have at least two of the following three types of federal student loans:


	DL program loans;

	FFEL program loans that have been purchased by the Secretary through any of the ECASLA programs; and

	FFEL program loans that are held by an eligible FFEL program lender.




Direct Loan Program Contracts

Origination, servicing, and collections on DL program loans are contracted out by ED according to procedures designed to ensure that these services are performed by qualified entities at competitive prices. In 2009, ED awarded performance-based contracts to four entities to service loans in its portfolio of federal student loans, including those made under the Direct Loan program.26 The servicing of DL program loans is an administrative expense, and discretionary funds for administrative expenses are appropriated through annual appropriations acts.

Servicing of DL Program Loans by Not-for-Profit Servicers

Effective the date of enactment, the SAFRA Act amends the requirements of the DL program for the awarding of contracts to service DL program loans to establish a separate category of contracts specifically applicable to not-for-profit servicers. Not-for-profit servicers that satisfy certain requirements—including that they meet standards for servicing federal assets, that they have adequate capacity to service the loan volume they are assigned, and that they meet performance requirements—are entitled to service DL program loans. In accordance with this new provision, the Secretary is required to contract with eligible not-for-profit servicers for each to service 100,000 borrower loan accounts. Eligible not-for-profit servicers are to be compensated at competitive market rates. The Secretary is permitted to subsequently adjust the number of accounts serviced by each not-for-profit servicer based on its performance. The SAFRA Act provides mandatory funding for administrative costs for not-for-profit servicing contracts for FY2010 through FY2019.


Technical Assistance and Outreach

The SAFRA Act provides $50 million for FY2010 for technical assistance to IHEs that participate in or seek to participate in the DL program. The Secretary is required to provide technical assistance—which may include the provision of technical support, training, materials, and other technical or financial assistance—to assist IHEs in establishing and administering DL programs at their schools.


Amendments to the Income-Based Repayment (IBR) Plan

The SAFRA Act amends the income-based repayment (IBR) plan for new borrowers27 of DL program loans28 on or after July 1, 2014. The threshold for these new borrowers to qualify for repayment according to the IBR plan and for setting maximum monthly payment amounts is reduced by 33⅓%, from 15% of income that exceeds 150% of the poverty line to 10% of income that exceeds 150% of the poverty line. For these new borrowers, the SAFRA Act also reduces the maximum IBR plan repayment period—after which any remaining federal student loan balance will be forgiven—by 20%, from 25 years to 20 years.

Income-Based Repayment Plan—Existing Borrowers

The IBR plan is a repayment plan for federal student loans made under the FFEL and DL programs (except Parent PLUS Loans, and Consolidation Loans used to repay Parent PLUS Loans), that is designed to present qualified borrowers the opportunity to have the amount of their monthly student loan payments limited based on the relationship between their payments on federal student loan debt and what might be considered their "discretionary" income, or the portion of their adjusted gross income (AGI) that is in excess of 150% of the poverty line29 applicable to their family size. A borrower qualifies to repay according to the IBR plan on the basis of having a "partial financial hardship," which occurs if a borrower's total annual payments on eligible FFEL and DL program loans, as calculated according to a standard 10-year repayment schedule at the time the borrower's loans initially entered repayment, are greater than 15% of the amount by which the borrower's AGI exceeds 150% of the poverty line applicable to the borrower's family size.

Payments made by borrowers repaying under the IBR plan must first be credited to interest due on the loan, then to any fees, and then to principal. If a borrower's required payment is not sufficient to cover the interest that accrues on a Subsidized Stafford Loan (or the subsidized portion of a Consolidation Loan), the interest not covered by the monthly payment is paid by the Secretary for a period not to exceed three years.30 Any unpaid interest that accrues on an unsubsidized loan31 or on a Subsidized Stafford Loan after the three-year period continues to accrue while the borrower has a partial financial hardship. However, accrued interest is only capitalized (i.e., added to the principal balance of the loan) once a borrower no longer demonstrates a partial hardship or elects to no longer repay according to the IBR plan. (The accrual and capitalization of unpaid interest on a loan is referred to as negative amortization.) If a borrower's required monthly payment is not sufficient to repay the amount of principal due, then the payment of any principal due will be postponed until the borrower no longer has a partial financial hardship or exits the IBR plan.

Once a borrower's AGI increases to the point where he no longer has a partial financial hardship, the borrower's monthly payment amount will increase to an amount equal to the monthly payment amount that would have been required based on a standard 10-year repayment period calculated by using the amount owed when the borrower initially entered the IBR plan. According to the design of the IBR plan, this monthly payment amount will be no more than 15% of the amount by which the borrower's AGI exceeds 150% of the poverty line.

If a borrower has any federal student loan balance remaining after repaying according to the IBR plan for 25 years, the remaining balance will be forgiven at that time. If a borrower makes 120 monthly payments (10 years of payments) on DL program loans repaid according to the IBR plan while concurrently employed in a public service occupation, any loan balance remaining at that time will be forgiven under the DL Loan Forgiveness for Public Service Employees program.32

Income-Based Repayment Plan—New Borrowers On or After July 1, 2014

The SAFRA Act amends two aspects of the IBR plan for individuals who, on or after July 1, 2014, are new borrowers of DL program loans. First, the SAFRA Act reduces by 33⅓% the thresholds used in determining whether borrowers have a partial financial hardship and in determining their maximum monthly payment amounts while they have a partial financial hardship. The thresholds are reduced from 15% of income in excess of 150% of the poverty line (or discretionary income) to 10% of discretionary income. For new borrowers, these changes will allow those with lower student loan balances relative to their incomes (or higher incomes relative to their loan balances) to qualify for IBR plan repayment. They would likely lead to increases in the number of borrowers who become eligible to repay according to the IBR plan. In addition, the changes will decrease the rate at which borrowers pay down their loan principal and will increase the time in repayment (subject to the 20-year repayment term limit discussed below).

Second, the SAFRA Act reduces by 20%—from 25 years to 20 years—the period over which new borrowers repaying according to the IBR plan must remain in repayment status or economic hardship deferment before having the remainder of their federal student loan balance forgiven. When considered in combination with the amendment requiring new borrowers to make lower monthly payment amounts under IBR, this change may enable more borrowers to have their IBR repayment schedules extended to the point where they have an outstanding loan balance after 20 years of IBR plan repayment, and thus qualify to have a portion of their loan balance forgiven. Similarly, lower required monthly payment amounts under the IBR plan may also enable more borrowers who are employed in public service occupations to qualify for loan forgiveness through the DL Loan Forgiveness for Public Service Employees program after 10 years of IBR plan repayment.


Federal Pell Grant Program

The Federal Pell Grant program, authorized by Title IV, Part A, Subpart 1 of the HEA, is the largest source of federal grant aid to low-income students for postsecondary education and is the foundation for all federal student aid awarded to undergraduate students. The Federal Pell Grant program is estimated to provide over $32 billion in aid to approximately 8.3 million undergraduate students in AY2010-2011.33

Pell Grants are need-based aid, and eligibility is limited to undergraduate students. There is no absolute income threshold that determines who is eligible and who is ineligible for Pell Grants, although Pell Grant recipients primarily have low incomes. For the most recent award year for which complete data are available (AY2007-2008), 83% of Pell Grant recipients considered to be dependent upon their parents for financial support had a total family income below $40,000. Of Pell Grant recipients considered to be independent of their parents, 84% had a total family income below $30,000.34

The Federal Pell Grant program is currently funded with both discretionary and mandatory appropriations, although the program is primarily funded with annual discretionary appropriations. The program has garnered considerable attention over the past several years in Congress, resulting in substantial increases in both mandatory and discretionary funding. Since the enactment of CCRAA, the Pell Grant program's cumulative total funding level (consisting of both discretionary and advance mandatory appropriations), for FY2007 through FY2010 and reflecting advance appropriations through FY2017, is approximately $113.6 billion. The statutory authority for the Pell Grant program was most recently reauthorized by the Higher Education Opportunity Act of 2008 (HEOA; P.L. 110-315).

The maximum appropriated Pell Grant award amount is specified in annual appropriations measures. For AY2010-2011, the maximum appropriated Pell Grant award amount is $4,860. For AY2008-2009 through AY2012-2013, an automatic additional increase to the appropriated Pell Grant award amount is provided through mandatory funding.35 For AY2010-2011, the mandatory add-on is $690. In order to receive the additional mandatory increase, students must qualify for the minimum appropriated Pell Grant award, which, as defined for eligibility purposes, is 5% of the annually appropriated maximum Pell Grant award.36 For AY2010-2011, the total maximum Pell Grant award amount is $5,550, and the effective minimum award for a full-time student is $1,176.


Amendments to the Federal Pell Grant Program

The SAFRA Act changes the method by which future additional mandatory Pell Grant award amounts are determined and increases mandatory spending by providing permanent mandatory budget authority for the program beginning March 30, 2010. The SAFRA Act, however, continues to preserve a larger role for annual discretionary appropriations in determining the base maximum Pell Grant award to which additional mandatory amounts are added each year. According to CBO, the provisions included in the SAFRA Act that affect the future determination of additional mandatory Pell Grant award amounts are estimated to increase mandatory spending by $23 billion from FY2010 to FY2019.37 In addition, mandatory spending increases by $13.5 billion as a result of additional appropriated mandatory funds for the Pell Grant program for use through FY2012. In total, the SAFRA Act is expected to increase mandatory spending for the Pell Grant program by $36 billion from FY2010 to FY2019.

Provisions in the SAFRA Act that affect the future funding and determination of additional mandatory Pell Grant awards include the following.


Mandatory Funding for Additional Pell Grant Award Amounts

The SAFRA Act provides indefinite mandatory appropriations for the Pell Grant program beginning March 30, 2010. The Federal Pell Grant program remains authorized through FY2017 under the HEA, section 401(a)(1). Mandatory budget authority amounts authorized in the CCRAA for FY2010 through FY2017 are eliminated.

Effective March 30, 2010, these permanent mandatory appropriations supplement annual discretionary appropriations and provide an additional amount to the annually appropriated Pell Grant maximum award each year beginning in AY2010-2011. Each fiscal year's mandatory appropriations level will be determined based on the total obligations required to provide the additional Pell Grant amount to all eligible students and will be available for use through the end of September of each succeeding year. For AY2010-2011 and AY2011-2012, the additional mandatory amount will remain $690, as authorized in the CCRAA. For AY2012-2013, the additional mandatory amount authorized in the CCRAA will be reduced by $400, from $1,090 to $690.


Mandatory Pell Grant Award Amount Formula

Beginning in AY2013-2014, and for all subsequent years, a new statutorily defined formula will be established for the purposes of determining the additional mandatory Pell Grant award amount, as described below.

For AY2013-2014 only, the formula will arrive at the additional mandatory Pell Grant award amount according to the following four steps: (1) determine the greater value between the AY2012-2013 total maximum award (i.e., the FY2012 discretionary maximum award amount, plus $690) and $5,550; (2) adjust the greater value by the percentage change in the Consumer Price Index for All Urban Consumers (CPI-U) as measured from December 2011 to December 2012; (3) subtract from this amount the greater of the previous year's discretionary appropriated maximum award amount or $4,860; and (4) round the resulting amount to the nearest $5 increment.

For AY2014-2015 through AY2017-2018, a new statutorily defined formula is established for determining the additional mandatory Pell Grant award amount. The additional mandatory Pell Grant award amount will be determined according to the following three steps: (1) adjust the previous year's total maximum award (i.e., the discretionary maximum award amount, plus the mandatory additional amount) by the percentage change in the CPI-U as measured from the most recently completed calendar year before the start of the award year; (2) subtract from this amount the greater of the previous year's discretionary appropriated maximum award amount or $4,860; and (3) round the resulting amount to the nearest $5 increment.

For AY2018-2019 and all subsequent award years, the additional mandatory Pell Grant award amount will be the same amount as determined for AY2017-2018 under the formula described above.

Since the additional Pell Grant award amounts will be determined beginning in AY2013-2014 primarily by two factors that are not known at the present time—the annual discretionary appropriated maximum award amount and the annual percentage change in the CPI-U—future total maximum award levels are not available at this time.


Pell Grant Eligibility Rules

The SAFRA Act also includes provisions that change the award rules for determining eligibility for a Pell Grant award. These provisions include the following:


	Authorized maximum Pell Grant award amounts specified for AY2009-2010 through AY2014-2015 are eliminated, as is the additional mandatory Pell Grant award amount of $1,090 in AY2012-2013. Beginning in AY2013-2014, total maximum Pell Grant award amounts will be determined according to the revised formulas described above.

	Effective March 30, 2010, qualification for Pell Grant awards will be based on the total maximum Pell Grant award amount. Prior to enactment of the SAFRA Act, students had to qualify for the minimum appropriated Pell Grant award, which, as defined for eligibility purposes, is 5% of the annually appropriated maximum Pell Grant award, in order to receive the additional mandatory increase. This rule is eliminated under the SAFRA Act, and the new minimum Pell Grant award is based on 5% of the total maximum Pell Grant award. In effect, eligibility for the program will now be determined from 5% of a larger Pell Grant maximum amount, which would increase the number of recipients, but reduce the amount of the Pell Grant minimum award.



Since this rule is effective March 30, 2010, there could be implications for students who have yet to apply for a Pell Grant in AY2009-2010,38 and for students who have already applied for a Pell Grant between the beginning of the application period for AY2010-2011 (January 2010) and March 30, 2010.39 Since the qualification parameters of the program and award amounts change under the SAFRA Act, ED may publish revised AY2010-11 Pell Grant Payment and Disbursement Schedules, although eligibility and awards have been determined since January 2010 under the statute as authorized prior to the SAFRA Act.40 Consequently, some students who did not qualify for a Pell Grant for the upcoming AY2010-2011 based on their calculated expected family contribution (EFC)41 of $4,816 or higher now qualify for a minimum Pell Grant award under the new rule.42 Additionally, Pell Grant awards calculated from the current payment schedule that are less than the maximum Pell Grant of $5,550 could be different under the new rule established in the SAFRA Act. The effective minimum award in AY2010-2011 for a full-time student changes from $1,176 to $555 under the SAFRA Act. Changes to expected Pell Grant award levels for the upcoming AY2010-2011 could affect aid packaging outcomes for some students.




Additional Mandatory Appropriations for Pell Grants

Effective FY2011, the SAFRA Act will provide an additional $13.5 billion in mandatory appropriations for Pell Grants, which will be available for obligation in any active award year prior to September 30, 2012. Ostensibly, these additional mandatory funds will be used to pay for the estimated $6.1 billion discretionary cumulative funding shortfall in AY2010-2011.43 Any remaining mandatory appropriations may be used to offset the costs of the base discretionary maximum Pell Grant award for AY2011-2012 in FY2011.

Although the SAFRA Act provides significant mandatory appropriations for the Pell Grant program for use in the short term (i.e., $13.5 billion in FY2011 through FY2012) and provides permanent mandatory appropriations to supplement the base maximum award determined in annual discretionary appropriations over the long term, Congress still faces increasing discretionary costs associated with funding the annual base maximum award in the years beyond FY2011. Under March 2010 CBO estimates, these discretionary costs average $32.0 billion annually from FY2012 to FY2019, assuming a $4,860 maximum base award in each year.44


College Access Challenge Grant Program

The College Access Challenge Grant Program (CACG; HEA Title VII, Part E; 20 U.S.C. § 1141) fosters partnerships between federal, state, and local governments and philanthropic organizations through matching formula grants that are intended to increase the number of low-income students who are prepared to enter and succeed in postsecondary education. The CACG was enacted under the CCRAA. The CCRAA provided mandatory funding of $66 million for the program in each of FY2008 and FY2009. The HEOA amended the CACG program to also authorize discretionary appropriations in such sums as may be necessary for FY2009 through FY2014. The program did not receive a discretionary appropriation in either FY2009 or FY2010.

The SAFRA Act makes no changes to the purpose of the CACG program or the uses of funds except to provide mandatory funding of $150 million for each of FY2010 through FY2014. The SAFRA Act does not preclude additional discretionary appropriations through FY2014. The authority to award grants under the CACG program expires at the end of FY2014. Finally, the SAFRA Act increases the minimum state45 grant from 0.5% of the appropriation to 1.0% of the appropriation. The larger grants likewise increase the required non-federal share, which is 50% of the federal grant. ED may reduce the state award proportionately if the state is unable to provide the full amount of the requisite non-federal share. The proportionate reduction may be awarded to a philanthropic organization in the state if that organization is capable of providing the non-federal share.


Investment in Historically Black Colleges and Universities and Minority-Serving Institutions

Title IV, Part J of the CCRAA provided mandatory appropriations for a set of new programs supporting minority-serving institutions. The programs provided funding to improve academic programs, provide professional development, maintain educational facilities and equipment, strengthen institutional management, and encourage fiscal stability. The institutions supported by the programs are


	Historically Black Colleges and Universities as defined in Title III, Part B of the HEA (20 U.S.C. § 1061);

	Hispanic-Serving Institutions as defined in Title V, Part A of the HEA (20 U.S.C. § 1101a);

	Tribal Colleges or Universities as defined in Title III, Part A, Section 316 of the HEA (20 U.S.C. § 1059c);

	Alaska Native- and Native Hawaiian-Serving Institutions as defined in Title III, Part A, Section 317 of the HEA (20 U.S.C. § 1059d);

	Predominantly Black Institutions as defined in Title III, Part F of the HEA (20 U.S.C. § 1059c);

	Asian American and Native American Pacific Islander-Serving Institutions as defined in Title III, Part F of the HEA (20 U.S.C. § 1059c); and

	Native American-Serving Nontribal Institutions as defined in Title III, Part F of the HEA (20 U.S.C. § 1059c).



The CCRAA provided mandatory funding of $255 million for the programs in each of FY2008 and FY2009. The authority to award grants under the programs expired at the end of FY2009. The HEOA re-designated these programs under Title III, Part F of the HEA.

The SAFRA Act makes no changes to the Part F programs except to extend mandatory funding of $255 million for each fiscal year from FY2008 through FY2019. The authority to award grants under Part F expires at the end of FY2019.


Community College and Career Training Grant Program

The Trade Adjustment Assistance for Communities (TAAC) Program was incorporated into the Trade Act of 1974 (19 U.S.C., Chapter 12), as amended, under the Trade and Globalization Adjustment Assistance Act of 2009 (TGAAA), which is part of the American Recovery and Reinvestment Act of 2009 (ARRA; P.L. 111-5), to offer assistance to trade-impacted46 communities in response to the economic recession that began in 2007. TGAAA amends the Trade Act of 1974 to extend and revise trade adjustment assistance to various constituents. TAAC, as reestablished through TGAAA, includes four subchapters.


	Subchapter A establishes the TAAC program within the U.S. Department of Commerce. Funds are competitively awarded to local governments in trade impacted areas in support of strategic planning and implementation activities aimed at diversifying and strengthening the area's economy.

	Subchapter B creates the Community College and Career Training Grant (CCCT) program, a competitive grant administered by the U.S. Department of Labor (DOL).47 The CCCT supports efforts to strengthen the role of community colleges in addressing the education and skills deficiencies of workers in trade impacted communities.

	Subchapter C establishes the Industry or Sector Partnership Grants program for Communities Impacted by Trade, also administered by DOL. Voluntary public private partnerships in trade impacted communities are awarded competitive grants with the aim of identifying and addressing training and employment gaps in targeted industries and developing strategies to address the labor needs of current or emerging industries.

	Subchapter D includes general provisions related to program implementation.



The CCCT program (19 U.S.C. § 2372) authorizes DOL to award funds for the purpose of developing, offering, or improving educational or career training options for workers eligible for funds under Trade Adjustment Assistance for Workers.48 Eligible recipients are IHEs, including proprietary institutions and postsecondary vocational institutions, as defined in Section 102 of the HEA. Eligible programs are two-year and less-than-two-year educational and training programs.

Title I, Part F of P.L. 111-152 amends Section 279(b) of the Trade Act of 1974, as amended, to provide $500 million in mandatory funding per year for FY2011 through FY2014 for the CCCT program, with the provision that each state receive no less than 0.5% of the funds appropriated for each year. Although ARRA terminates the program authorization on December 31, 2010, P.L. 111-152 implicitly authorizes the program through the appropriations.49 Under the statute as authorized prior to P.L. 111-152, there was a stipulation that no eligible institution could be awarded more than one grant under this section or a grant under this section in excess of $1,000,000, This stipulation is repealed, along with the provision that funds had to be used to supplement, not supplant, other federal, state, and local public funds.
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