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President Obama Releases Details of FY 2010 Budget Proposal
On May 7, 2009, the Administration released additional details on President Obama’s budget proposals for FY 2010.  Previously, on February 26, 2009, the White House had issued the Administration’s FY 2010 budget blueprint, which provided general guidelines. Because the Administration released its FY 2010 budget proposal in two stages, there were few surprises.  One such surprise was the reference to the ACG and National SMART Grants. The budget summary simply noted that the two programs would expire after 2010.

On May 8, 2009, Secretary of Education Arne Duncan held a hearing to discuss the FY 2010 $47.6 billion budget request for the Department of Education:


“This budget makes tough decisions, investing in the programs that will deliver results in 



student learning while ending ones that aren’t working…It will give educators the 


resources they need to turnaround the schools in the most trouble, and it will build a 


foundation for success in school for our youngest citizens.”

The Department noted that the proposed budget will eliminate funding for 12 programs, including the College Access Challenge Grants, that research has found to be ineffective, saving $550 million. The College Access Challenge Grants is the only postsecondary education program to be cut. It would also cut 10 positions in the Department’s regional offices so that resources can be redirected to the Administration’s agenda to reform schools.

The FY 2010 budget proposal would:

· End entitlement subsidies to FFEL lenders by July 1, 2010.  The Department stated that in preparation for the transition to the Direct Loan Program, the Department is in the process of hiring “some of the companies already participating in FFEL to serve as additional private sector loan servicers.”

NOTE:  The budget proposal does state that the government’s loan purchase program, a program created under the Ensuring Continued Access to Student Loans Act (ECASLA) as a result of the credit crunch to free up capital for student loans will make billions for the government.
· Use loan savings to expand the Pell Grant Program ($5,550 Pell Grant annual maximum for 2010-2011 award year) and make the Program an “appropriated entitlement” that would be funded by the mandatory spending side of the budget.  The maximum award would automatically increase at a rate of the Consumer Price Index plus 1 percentage point.

NOTE:   The FY 2010 budget blueprint had referred to making the Pell Grant Program an entitlement program.  However, under the more detailed proposal, Pell Grants would become an “appropriated entitlement,” which would give the appropriators a role in setting spending limits.    According to the more detailed budget, Congress could choose to revise the funding formula, a plan that appears to appease Congress who was reluctant to cede control over Pell Grant funding by making it an entitlement.

· Expand the Perkins Program with $5.8 billion in new loan volume (up from $1.1 billion), which will be allocated using a method to be determined by Congress, but will encourage colleges to control costs and offer need-based aid to prevent excessive indebtedness. The Department would service the loans, instead of the colleges and schools. The Perkins Loans would retain the same 5 percent interest rate and annual maximum loan amounts.  
· Make permanent the $2,500 American Opportunity Tax Credit, replacing the HOPE Scholarship Tax Credit.  This program had been enacted as part of the economic stimulus package, and unlike the HOPE Scholarship Tax Credit, it is partially refundable (up to $1,000), which means it is available to low-income families who do not pay taxes. Also, the tax credit covers book costs in addition to tuition and fees.
· Establish the College Completion and Access Program for “national and state efforts to improve degree attainment rates in higher education and identify and promote what works in helping needy students get a degree.”  The proposal states that the method of allocating these funds to the states and national entities will be developed in consultation with Congress.

The Administration’s announcement for an April 24th budget briefing stated that there was broad support from the higher education community and from the student organizations.  The student lenders argued that schools have had 15 years to choose to participate in the Direct Loan Program and only a small percentage chose to participate. The student lenders also argued that as many as 30,000 people who work in the loan industry could lose their jobs. Senator Lamar Alexander (R-TN) issued a statement to the budget conferees (see next article) on the need to maintain the competitive environment in the student loan programs.  First, Senator Alexander noted that there are 12 million students who currently rely on the FFEL Program.  Second, he pointed out that it is not the time to be creating a new half-trillion dollar national bank.  Finally, Senator Alexander asserted that the alleged cost savings of $94 billion will not happen because if the government takes over the program, it will cost the government money to obtain the funding, and it costs money to administer the loans.  The Senator stated that Arne Duncan, the new Secretary of Education, is the President’s best appointee, who ought to be working with the teachers, creating more charter schools, and helping states create higher standards.  Senator Alexander concluded that Secretary Duncan should not be named banker of the year, which is what he would be becoming if the President’s budget were to be accepted by Congress.

Congress Passes FY 2010 Budget Conference Report

On April 29, 2009, both the House and Senate passed the $3.5 trillion FY 2010 Conference Report to accompany S. Con. Res. 13 on a party-line vote. The House passed the budget resolution 233-193 and the Senate passed the budget resolution 53 to 43.  

No Senate Republicans supported the legislation and Senators Evan Bayh (D-IN), Ben Nelson (D-NE), and Robert Byrd (D-WV) opposed the bill.  Senators Jay Rockefeller (D-WV), Edward Kennedy (D-MA), and Jeff Sessions (R-AL) did not vote.  Senator Arlen Specter (D-PA), who recently became a Democrat, also voted against the budget resolution, citing its inclusion of reconciliation instructions. There was no Republican support in the House.  Another 11 Democrats also voted against the budget resolution.   
Senator Kent Conrad (D-ND), Chairman of the Senate Budget Committee, has been one of the most vocal opponents of reconciliation. In an interview reported in The Washington Post on April 25, 2009, Senator Conrad said that “he is prepared to accept the maneuver as part of a broader agreement that would permit states and nonprofits to continue to administer federally guaranteed student loans.”  Democrats agreed during conference that reconciliation would “only be used as a last resort.”
The budget resolution includes reconciliation instructions for healthcare and education reform proposals.  Under reconciliation, health care and education legislation would only need 51 votes, a simple majority, in the Senate to pass, rather than the normal 60 votes to avoid a Senate filibuster and prevents, according to the Republicans, any debate on major changes to federal policy issues.

A budget resolution provides an overall budget blueprint to the congressional appropriators.  By including reconciliation language in the budget resolution, the authorizing committees that are responsible for education are instructed to save $1 billion so that the Pell Grant Program can be put on a more certain footing. These savings are likely to result from major changes in the FFEL Program or even the elimination of the FFEL Program.  The budget resolution gives the education committees until October 15, 2009 to identify the $1 billion in required savings.  

The conference report also provides a deficit-neutral fund for higher education for college access, affordability, and completion.   The fund would “make higher education more accessible and affordable while maintaining a competitive private sector role in the student loan program, which may include legislation to expand and strengthen student aid, such as Pell Grants, or increase college enrollment and completion rates for low-income students, by the amounts provided in the legislation for those purposes, provided that such legislation would not increase the deficit.”
Section 605 of the budget resolution also includes a Sense of Congress on student loan reform that-
(1) “Nothing in the resolution should be construed to reduce any assistance that makes college more affordable and accessible for students including but not limited to student aid programs and services provided by nonprofit State agencies and private lenders;

(2) Private and non-profit lenders, originators, and loan servicers help students plan for, apply to, and pay for post-secondary education and training;

(3) Any reform of the federal student loan programs to ensure that students have reliable and efficient access to federal loans should include some future role for the currently involved private and non-profit entities, including state non-profits with 100% FFEL lending in the State, and capitalize on the current infrastructure provided by private and non-profit entities in order both to provide employment to many Americans during this time of economic distress and to maintain valuable services that make posts-secondary education more accessible and attainable for many Americans; and

(4) Therefore, pursuant to any changes to the student loan programs, loan processing, administration, and servicing should continue to be performed, as needed by for-profit and non-profit entities.”

The Democrats have said that they will try to move the legislation before October 15th without reconciliation. The Republicans responded to the budget resolution by asserting that the Conference Report accompanying S. Con. Res. 13 exploits the current economic crisis by taxing more, spending more, borrowing more, and costing more American jobs.  

President Signs Edward M. Kennedy Serve America Act into Law
On April 21, 2009, President Obama signed into law the Edward M. Kennedy Serve America Act (H.R. 1388), a bipartisan bill that expands national service.  The Serve America Act reauthorizes and expands national service programs administered by the Corporation for National Community Service.  Effective October 1, the Corporation will increase AmeriCorps from 75,000 to 250,000 positions by 2017, which would expand national service and strengthen American’s civic infrastructure by investing in social innovation and volunteer mobilization.  

A summary of the bill can be found at:  http://www.NationalService.gov 

Shireman Appointed Deputy Undersecretary
Secretary of Education Arne Duncan announced the appointment of Robert Shireman as Deputy Undersecretary of the Department of Education on April 20, 2009. The announcement stated that  Bob Shireman will advise the Department on college financial issues and other higher education initiatives.  Mr. Shireman previously served as a Congressional appointee to the Federal Advisory Committee on Student Financial Assistance, an advisor to U.S. Senator Paul Simon and as part of President Clinton’s White House National Economic Council.  Mr. Shireman is also the founder of the Institute for College Access and Success and the Project on Student Debt.  

On April 21, 2009, a Credit Suisse analyst downgraded its ratings for several postsecondary education companies because Robert Shireman’s appointment could result in for-profit schools facing more frequent Department of Education reviews or face legal and regulatory changes “that could adversely impact for-profit sector growth more significantly.”  However, Harris Miller, Chief Executive of the Career College Association, voiced support for Mr. Shireman.
Department Issues Q&A Document on Proposed Transition to Direct Lending
On April 6, 2009, the Department of Education posted “Questions & Answers on the Transition to 100 Percent Direct Lending.”   The Q&A addresses responses from the Department on questions regarding the FY 2010 Budget Guidelines, the Department’s ability to increase its Direct Loan volume, when origination under FFEL loans would cease, and others.  

The Department asserted that it has “ample capacity to assume significantly more origination volume with no impact to existing service levels and will be able to assume 100% of FFEL volume by the end of 2009.”  

The Department also describes the process for a school to transition from FFEL to Direct Loans by first ensuring that the Direct Loan Program is listed on the institution’s current Eligibility and Certification Approval (ECAR).  If not, the institution must submit an electronic application to the Department seeking approval to be eligible to participate in the Direct Loan Program at:  www.eligcert.ed.gov. Once approved, the institution would send an e-mail to the Common Origination and Disbursement System (COD) School Relations Center requesting to actively participate in the Direct Loan Program.
The Department will also be offering training to assist schools with the transition to Direct Lending.  Announcements will be made when the training schedule is available. 
College Board Issues Policy Brief on Undocumented Students 
The College Board has issued a policy brief titled “Young Lives on Hold: the College Dreams of Undocumented Students,” that looks at the estimated 65,000 undocumented students who have lived in the United States for five years or more who will graduate from high school in the Spring 2009 and will face multiple barriers in pursuing a postsecondary education.  The College Board report concludes that the investment in the K-12 education of these students is lost if we “continue to curb their ability to contribute to society after they graduate from high school…These students face major barriers in admissions, access to in-state tuition and access to financial aid.”

The report can be found at: 

 http://professionals.collegeboard.com/policy-advocacy/diversity/undocumented 
NPSAS Study Reviews Student Financial Aid Estimates
The National Center for Education Statistics (NCES) issued results of the “2007-2008 National Postsecondary Study Aid Study: Student Financial Aid Estimates for 2007-2008” that provides the most comprehensive, nationally representative survey of student financing of postsecondary education in the United States.   Sixty-six percent of undergraduates received some type of financial aid during the 2007-2008 academic year, which is an increase from the 63 percent of undergraduates who received some type of financial aid during the 2003-2004 academic year.  The report found that the average amount of financial aid received last year was $9,100, with 52 percent of students receiving grants, with an average grant of $4,900, and 38 percent received loans, with an average loan of $7,100.
The complete report is available at: http://nces.ed.gov/pubsearch/pubsinfo.asp?pubid=2009166 
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