JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE '

The managers on the part of the House and the Senate at the conference on the
disagreeing votes of the two Houses on the amendment of the Senate to the bill (H.R. 2669), to
provide for reconciliation pursuant to section 601 of the concurrent resolution on the budget for
- fiscal year 2008, submit the following joint statement to the House and the Senate in explanation
of the effect of the action agreed upon by the managers and recommended in the accompanylng
conference report:

The Senate amendment struck all of the House bill after the enactmg clause and inserted
a substitute text.

The House recedes from its disagreement to the amendment of the Senate with an
amendment that is a substitute for the House bill and the Senate amendment. The differences
between the House bill, the Senate amendment, and the substitute agreed to in conference are
noted below, except for clerical corrections, conforming changes made necessary by agreements
reached by the conferees, and minor drafting and clarifying changes. -

Section 1. Short Title.
The House bill’s short title is the “College Cost Reduction Act.”
The Senate amendment provides that the Act may be cited as the “Higher Education Acceés Act

of 2007” and that, unless otherwise indicated, references in the bill are made to the ngher
Education Act of 1965.

The House recedes with an amendment to provide a new short title of the “College Cost
Reduction and Access Act.” The Conferees adopt the Senate amendment as amended by the
House. ' R

TITLE I- GRANTS TO STUDENTS IN ATTENDANCE AT INSTITUTIONS OF
HIGHER EDUCATION

Section 101. Tuition Sensitivity.

The House bill (Sec. 101) eliminates the Pell grant “tuition sensitivity” provision that prevents
low-income students attending low-cost institutions, such as community colleges, to benefit fully
from the Pell Grant. Authorizes and appropriates $5,000,000 for ﬁscal year 2008

The Senate amendment (Sec. 101) also eliminates the Pell grant ‘tuition sen51t1v1ty prov181on
and authorizes and appropriates $5,000,000 for fiscal year 2008.

The House and the Senate recede with an amendment to authorize and appfopriate $11,000,000
for fiscal year 2008 to ensure that all eligible students in award year 2007-2008 recelve funding.

The Conferees concur and adopt the amendment.

Section 102. Mandatory Pell Grant Increases.



The House bill (Sec. 101) authorizes and appropriates new mandatory funding to increase the
maximum Pell grant award, above the appropriated level, by: $200 in 2008-09; $200 in 2009-10;
$300 in 2010-11; $500 in 2011-12; and $500 in 2012 and each subsequent award year.

The Senate amendment (Sec. 102) creates “Promise grants™ — a new grant program for low-
income, Pell-cligible students to be established in addition to the Pell grant program. Promise
grants shall be awarded in the same way Pell grants are awarded, except that they shall be
awarded only to students who are already eligible for Pell grants. Grants shall be awarded to
those students with the greatest need, as determined under Section 471. Grants awarded under
this subsection shall be used to supplement and not supplant other Federal, State and institutional
grant funds. The Senate amendment authorizes and appropriates new mandatory funding to

- increase the maximum Pell grant award, above the appropriated level, by: $790 in 2008- 09 $890
in 2009-10; $990 in 2010 -11; $1,090 in 2011-12; and $1,090 in 2012, :

The House and Senate recede with an amendment that provides new mandatory funding for Pell
grants and makes the following increases in the Pell maximum under current law:

e $490 in 2008-2009 and 2009-2010;
e $690in 2010-2011 and 2011-2012; and
e $1,090in 2012-2013.

The Conferees concur and adopt the amendment as proposed by both the House and the Senate.
Combined with an appropriated level of $4,310, as it is in current law, the maximum Pell Grant
award will reach $4,800 in the 2008-2009 academic year, $4,800 in the 2009-2010 academic
year, $5,000 in the 2010-2011 academic, $5,000 in the 2011-2012 academic year, and $5,400 in
the 2012-2013 academic year.

The Conferees intend that in awarding the funds under this section, the Secretary shall determine
the universe of students who are eligible to receive a Pell grant, without regard to this section,
and award grants under this section only to such students. The Conferees further intend that the -
allocated funds for all academic years be distributed in the same manner as funds are awarded
under the Pell grant program, in accordance with the eligibility determination, needs analysis
formula and regulations used for the distribution of Pell grant awards from discretionary funds.

- The Conferees intend that students who receive a maximum Pell grant under the discretionary
maximum award level will be eligible to receive the maximum award allowed under this section,
and students who receive Pell grants that are less than the maximum under the discretionary
funding would be eligible to receive grants under this section proportionate to the size of the Pell
grant the student received under the discretionary funding level, in accordance with the Pell grant
formula. '

The Conferees intend that the fuhding provided in this section be used to supplement, and in no
way supplant, current or future discretionary funding for the Pell grant program or increases in
such funding.

Section 103. Upward Bound.



The House bill (Sec. 412) restricts the Secretary’s use of funds for the purposes of evaluating and
selecting participants of the Upward Bound program. The bill also provides an additional $228
million to restore Upward Bound funding to unfunded programs from the FY07 competition.

The Senate amendment contains no similar provision.

The Senate recedes with an amendment to strike the provision that restricts the Secretary s use of
funds for the purposes of evaluating and selecting participants of the Upward Bound Program '
The Conferees adopt the provision in the House bill as amended by the Senate.

Section 104. TEACH Grants.

The House bill (Sec. 301) creates new TEACH Grants that provide up-front pre-paid tuition
assistance of $4,000/year (with a maximum of $16,000) for high-achieving graduate and
undergraduate students who commit to teaching a high-need subject in a high-need school for
four years. Bonus grants are provided to students who are enrolled in a qualified teacher
education program and teach in a science or mathematics field.

The Senate amendment contains no similar provision.

The Senate recedes with an amendment striking the bonus grants in the House proposal The
Conferees adopt the provision in the House bill as amended by the Senate

The Conferees intend that the Department of Education may operate this program through a pre- .
existing office, and does not require the creation of a new office. :

TITLE I1- STUDENT LOAN BENEFITS, TERMS, AND CONDITIONS
Section 201. Interest Rate Reductions.

The House bill (Sec. 111) reduces interest rates on subsidized Stafford loans for undergraduates
to 6.12 percent on July 1, 2008; 5.44 percent on July 1, 2009; 4.76 percent on July 1, 2010 4.08
percent on July 1, 2011 and 3.4 percent on July 1,2012.

" The Senate amendment contains no similar provision.

The Senate recedes with an amendment, to reduce interest rates on subsidized Stafford loans for
undergraduates to 6.0 percent on July 1, 2008; 5.6 percent on July 1, 2009; 4.5 percent on July
1, 2010; and 3.4 percent on July 1, 2011. The Conferees adopt the provision in the House bill as
amended by the Senate.

- Section 202. Student Loan Deferment for Certain Members of the Armed Forces.
The Senate amendment (Sec. 202) eliminates a three-year limitation on the period for which

certain members of the armed forces may receive deferments on their student loan payments. 1t .
allows deferments until 180 days after such member is demobilized. It also provides that such



‘benefits are available regardless of when the student loan was originated. As in current law,

members of the armed forces who qualify for this deferment are limited to those who are serving

~on active duty or performing qualifying National Guard duty during a war or other military
operation in a national emergency. '

_ Th_e House bill contains no similar provision.
The House recedes.
Section 203. Income-Based Repayment.

The House bill (Sec. 133) builds on the tenets of the Income Contingent Repayment program by
guaranteeing that all borrowers’ loan payments will be limited to 15 percent of their
discretionary income, or 15 percent of the amount by which a borrower’s adjusted gross income
exceeds 150 percent of the poverty line, divided by 12. Under this section, unpaid interest and
principal are capitalized and any outstandlng loan balance is forgiven after 20 years of

~ repayment. -

In the Senate amendment, unpaid interest on subsidized loans is paid or forgiven by the Secretary
“and outstanding loan balance is forgiven after 25 years of repayment. The amendment provides
that borrowers repaying loans according to income-contingent repayment or income-sensitive
repayment plans prior to enactment of this Act shall have the option of continuing to repay under
‘the terms and conditions of those programs as they existed prior to enactment of this Act or may
elect to use the income-based repayment plan created by this section. '

The House and Senate recede with an amendment adopting the structure of the House proposal,
and requiring the Secretary to pay any unpaid interest on subsidized loans for up to three years.
The amendment also provides for loan forgiveness of unpaid principal balances after 25 years of
repayment in the income-based repayment program. The Conferees adopt the provision as
proposed by both the House and the Senate.

Section 204. Deferral of Loan Repayment Following Active Duty.

The House bill (Sec. 137) allows active duty members of the armed services, including members

of the National Guard or other reserve component of the armed forces who were enrolled in

college or left college within six months of deployment to receive extended repayment on loan
_terms of up to 13 months upon return from active duty.

The Senate amendment contains no similar provision.

The Senate recedes.

Section 205. Maximum Repayment Period.

The House bill (Sec. 136) amends provisions concerning the maximum repayment period in the
income-contingent repayment program.



The Senate amendment contains no similar provision.

The Senate recedes. -

TITLE IlI- FEDERAL FAMILY EDUCATION LOAN PROGRAM |
Section 3 O] . Guaranty Agency Collection Retention.

The House bill (Sec. 116) reduces the percentage which guaranty agencies shall be allowed to
retain from payments made through collections on defaulted loans from 23 percent to 16 percent.

The Senate amendment (Sec. 302) contains the same provision.
The Conferees adopt the language of the identical provisions in both the House and Se_nate.
Section 302. Elimination of Exceptional Performer Status for Lenders.

The House bill (Sec. 114) eliminates the provision that allows lenders designated as ¢ ‘exceptional
performers” to receive 99 percent insurance on defaulted loans if they are in full compllance with
due diligence requirements.

The Senate amendment (Sec. 303) also eliminates the provision that allows lenders designated as
“exceptional performers.” The Senate amendment makes the change effective October 1,2007,
except that lenders designated as exceptional performers as of that date shall be allowed to
continue such designation for the remainder of the year for which the designation'Was made.

The House recedes.

In a July 26, 2007 report concerning the exceptional performer designation, the Government
Accountability Office (GAO) found that the designation has not materially affected loan
servicing, and that default claims have not declined as a result. In addition, GAO found that
providing an extra 2 percent reimbursement rate for default claims serviced by exceptional ,
. performers is not in the fiscal interest of the federal government, because lenders are being paid a
~ premium to perform due diligence activities that are already required of all lenders.

Accordingly, GAO recommended that the exceptional performer designation be eliminated. The
Conferees concur with the GAO recommendation and adopt the Senate amendment.

Sec. 303. Reduction of Lender I nsurance Percentage.

The House bill (Sec. 115) reduces the insurance rate from 97 percent to 95 percent of the unpaid
principal of such loans.

The Senate amendment (Sec. 301) maintains the level of insurance paid by the Federal
government on defaulted loans guaranteed under title IV, currently set at 97 percent.



‘The House recedes with an amendment to reduce the lender insurance rate in 2013 to 95 percent.
The Conferees adopt the Senate amendment as amended by the House.

_Sectzon 304. Definitions.

_ Economlc Hardship

The House bill (Sec. 134) chémges the definition of economic hardship to create a uniform
definition that applies to all borrowers, based on income less than 150 percent of the poverty
level for the borrower’s family size.

The Senate amendment (Sec. 304) changes part of the definition of economic hardshlp to income
less than 150 percent of the poverty level for the borrower’s family size.

The Senate recedes.

Eligible Not-for-profit Holder

The House bill (Sec. 118) defines a not-for-profit holder for the purposes of determining which
lenders qualify for the elimination of the origination fee. As such not-for-profit holders are '
defined as any holder that is a unit of a state or local government or a nonprofit prlvate entity;
and is not owned in whole or in part by, or controlled, by a for—proﬁt entity.

The Senate amendment (Sec 304) establishes a definition of eligible not-for-profit holder for the
purposes of determining the special allowance payment for which a lender is eligible. Eligible
not-for-profit holder means an eligible lender that is a State, or a political subdivision, authority,
agency or other instrumentality thereof, or an entity with not-for-profit status under the tax code,
or a trustee acting as an eligible lender on behalf of one of these entities. The amendment
establishes that no eligible not-for-profit holder shall be owned or controlled, in whole or in part,
by a for-profit entity, and that if an eligible not-for-profit holder sells loans on which the
Secretary is paying the higher special allowance payment designated for eligible not-for-profit
holders described in Section 305 of the Senate amendment, to a for-profit entity or an entity that
is not an eligible not-for-profit holder, such loans shall from the date of sale instead receive the

. special allowance payment designated for other such lenders, as described in Section 305. The
Senate amendment requires that the Secretary promulgate regulations implementing this
provision no later than one year after the date of enactment.

The House recedes with an amendment (1) clarifying that an eligible not-for-profit holder will
not be considered to be owned or controlled by a for-profit entity if an eligible lender trustee
merely holds the loan in trust for the eligible not-for profit holder and does not receive any
benefit from the loan beyond reasonable and customary fees; and (2) specifying that a not-for-
profit entity on whose behalf a trustee is acting as an eligible lender will not be deemed owned or
controlled by a for profit entity, as a result of granting a security interest in, or otherwise
pledging as collateral, loans or the income from a loan to secure a debt obligation in the
operation of the trustee relationship. The amendment also specifies that an eligible not-for-
profit holder must have been in operation and serving as an eligible lender on the date of



enactment of the College Cost Reduction and Access Act, and that a trustee, in order to be an
eligible not-for-profit lender, must be a trustee acting on behalf of such an eligible lender. The
amendment specifies that a state may elect to waive this requirement for a new eligible not-for-
profit holder determined by the State to be necessary to fill a public purpose except that a tate
may not waive any of the requirements related to trustees.

The Conferees adopt the Senate amendment as amended .by the House.
Section 305. Special Allowances.

Reduction of Lender Special Allowance Payments

The House bill (Sec. 113) reduces the special allowance payment rate for lenders, which is
currently set for student loans at the Commercial Paper (CP) lending rate plus 1.74 percent while
borrowers are in school or in a grace period, and CP plus 2.34 percent while borrowers are in
repayment, and is currently set for PLUS loans at CP plus 2.64 percent, and for consolidation
loans at CP plus 2.64 percent (less the 1.05 percent annual rebate fee). The House bill reduces
these payment rates by 0.55 percentage points (or 55 basis points) for loans held by all lenders
and equalizes the special allowance payment rate for Stafford and PLUS loans.

The Senate amendmeht (Sec. 305) reduces these payments for loans held by for-profit lenders by
0.50 percentage points (or 50 basis points), and by 0.35 percentage points (35 basis points) for
loans held by not-for-profit lenders and equalizes the SAP rate for Stafford and PLUS loans.

The House recedes with an-amendment that reduces the SAP payments by 40 basis points for
non-profit lenders and by 55 basis points for all other lendersThe amendment also equalizés the
SAP rate for Stafford and PLUS loans. The Conferees adopt the Senate amendment as amended
by the House.

Increased Loan Fees from Lenders

The House bill (Sec. 118) increases the fee the Secretary shall collect under Section 438(d) of
title IV on each loan disbursed from 0.50 percent to 1 percent for certain for-profit lenders. The
fee is eliminated for non-profit lenders and small lenders, defi ned as those that collectlvely hold
- the lowest 15 percent of total loan volume.

The Senate amendment (Sec. 305) increases the fee the Secretary shall collect from all lenders
under Section 438(d) of title IV on each loan disbursed from 0.50 percent to 1 percent.

The House recedes.
Section 306. Account Maintenance Fees.

The House bill (Sec. 117) reduces account maintenance fees from 0.1 percent to 0.06 percent.



The Senate amendment (Sec. 402) changes the method by which account maintenance fees are
calculated from a calculation based on the total amount of loan principal to a per-loan basis.

‘»The' Sénate recedes.

- TITLE IV- LOAN FORGIVENESS

Sectfon 401. Loan Forgiveness for Public Service Employees.

The House bill (Sec. 132) amends the current Income-Contingent Repayment program in the
- Direct Loan program to provide loan forgiveness for public sector employees. The change
provides that the Secretary shall forgive the remaining loan balance on a loan under part D of
title IV for a borrower who has been employed in a public sector job and has made payments on
such loan for a period of ten years. '

. The Senate amendment (Sec. 401) creates a new loan forgiveness plan for public service
employees. The plan provides that the Secretary shall forgive the remaining loan balance for a
borrower who has been employed in a public sector job and has made payments on such loan for
a period of ten years (which need not be consecutive). Such borrowers shall be eligible to have
1/10 of the remaining loan balance forgiven for each of the ten years in which the borrower
earned $65,000 or less.

The House recedes with an amendment to modify the definition of public service employees and
eliminate the $65,000 income cap.

The Conferees adopt the Senate amendment as amended by the House.

'TITLE V- FEDERAL PERKINS LOANS

Section 501. Distribution of Late Collections.

' The House bill (Sec. 141) provides $100 million per year for the Perkins Loan Federal
Contribution program for fiscal years 2008 — 2012.

The Senate amendment (Sec. 501) postpones the date on which institutions must return late
collections on Perkins loans to the Secretary to September 30, 2012.

The House recedes.

TITLE VI — NEED ANALYSIS

Section 601. Support for Working Students.

The House bill (Sec. 102) includes provisions to ihcrease students’ eligibility for student aid,
including the Pell grant, through phased-in increases in the Income Protection Allowance for all
students. The protected income for unmarried independent students without dependents will be



$6,690 by 2009. For dependent students the protected income will be $3,750 by 2009. These
amounts will increase by 10 percent each year until 2012. :

The Senate amendment (Sec. 601) also increases the Income Protection Allowance in the
following ways: (1) for dependent students, it increases the amount of the income protection
allowance to $3,750 for the 2009-2010 academic year; $4,500 for the 2010-2011 academic year;
$5,250 for the 2011-2012 academic year; and $6,000 for the 2012-2013 academic year; (2) for’
independent students without dependents other than a spouse, who are single, separated, or
married with both spouses enrolled, it increases the amount of the income protection allowance
to $7,000 for the 2009-2010 academic year; $7,780 for the 2010-2011 academic year; $8,550 for
the 2011-2012 academic year; and $9,330 for the 2012-2013 academic year. For independent -
students without dependents other than a spouse, who are married and whose spouse is not
enrolled, it increases the amount of the income protection allowance to $11,220 for the 2009-
2010 academic year; $12,460 for the 2010-2011 academic year; $13,710 for the 2011-2012
academic year; and $14,690 for the 2012-2013 academic year. For independent students with
dependents other than a spouse, it increases the amount of the income protection allowance as -
specified by the tables contained in this section, for a total increase of 50 percent over four years.

Under this section, for all students, the income protection allowance reverts to current law after
the 2012-2013 academic year.

The House recedes with an amendment to continue the changes beyond the 2012-2013 écademic
year. The Conferees adopt the Senate amendment as amended by the House. |

Section 602. Simplified Needs Test and Automatic Zero Improvemenis.

Simplified Needs Test

The House bill (Sec. 103) extends the time that an individual who has participated in a federal
means-tested benefit program can qualify for a simplified needs test to 24 months from 12
months, and allows dislocated workers to be eligible for the simplified application form.

The Senate amendment contains no similar provision.

The Senate recedes.

Automatic Zero

The House bill (Sec. 103) increases the family income level under which a student is
automatically eligible for the maximum Pell grant, or the “auto-zero,” from the current level of
$20,000 to $30,000 and indexes this level to the Consumer Price Index (CPI).

The Senate amendment (Sec. 602) also increases the family i income level under Wthh a student
is automatlcally eligible for the max1mum Pell grant to $30,000.

The Senate recedes.


















