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August 29, 2014

Honorable Tom Harkin

Chairman

Committee on Health, Education, Labor & Pensions
United States Senate

Washington, D.C. 20510

Dear Chairman Harkin:

Thank you for this opportunity to provide feedback on the discussion draft of the Higher Education
Affordability Act (HEA Act). We look forward to additional opportunities as the legislative process
unfolds.

As we stated in our June 24 letter, we find this draft to be a thoughtful and comprehensive proposal to
increase college affordability, access, and success, addressing the critical roles of students, institutions,
states, and the federal government. As detailed in that letter, we strongly support many of the
provisions included in the bill.

The attached feedback will focus on some of the ways, both large and small, that we think various
provisions in the bill could be improved. We also recommend new provisions that would further
strengthen the HEA Act, including additional steps to secure and improve Pell Grants, comprehensive

student loan reforms, and new ways to further ensure that all schools are serving students well.

We thank you again for this opportunity to comment, and for your continued leadership in higher
education.

Sincerely,

Lauren Asher
President
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Recommended Additions to the HEA Act

Further secure and improve Pell Grants

Research shows that Pell Grants are a critical and effective way to increase college access and success,
yet the maximum grant now covers the lowest share of college costs since the start of the program. Two
recent Senate bills have included one or more of the key changes below, and we strongly recommend
that that they be included in the HEA Act.

o Make Pell Grants a mandatory program to protect the program and ensure predictability for
recipients. Pell is the only program that operates like an individual entitlement (where every
qualified student receives a grant), but is funded by Congress as a discretionary program. As
long as Pell Grant funding is subject to annual appropriations, its funding and actual costs will
never be perfectly aligned, which creates temporary gaps and surpluses that put the program in
jeopardy and create uncertainty for students and schools. In April 2014, Senators Hirono, Reed
and Whitehouse introduced the Pell Grant Protection Act, which includes this important change.

e Double the maximum Pell Grant to close income gaps in access and attainment, which persist
even for students with similar levels of academic preparation. Research shows that increased,
targeted grant aid measurably increases the odds that low-income students attend and
complete college. Even if doubled, the maximum grant would cover a smaller share of the cost
of attending a public college than it did in the late 1970s. Also, the grant should be indexed to
inflation so its value will not continue to erode as significantly over time. In May 2014, Senators
Landrieu and Hirono introduced the Middle Class CHANCE Act, which would increase the
maximum award by $4,040.

o Set the lifetime limit for Pell Grant eligibility at 7.5 years (excluding up to one year of remedial
coursework) to allow completion of a bachelor’s degree while meeting requirements for
satisfactory academic progress. Current federal aid policies permit students to take up to 7.5
years to complete their bachelor’s degree, but an immediate and retroactive change enacted in
2012 limits Pell Grant eligibility to only six years, creating a different standard for Pell Grant
recipients than for all other students. In May 2014, Senators Landrieu and Hirono introduced the
Middle Class CHANCE Act, which includes this important change.

e Stop taxing Pell Grants as income. To increase fairness, simplify the tax code, and improve
coordination with the American Opportunity Tax Credit (AOTC), Pell Grants should not be
treated as taxable income if they are used for a qualified education expense. Under current law,
Pell Grants are not taxed as income if they are used to pay for required tuition, fees, books,
supplies, or equipment, but they are taxes as income if they are used to pay for transportation,
food, housing, or other eligible costs of attendance.

e Consider renaming Pell Grants as Pell Scholarships to better convey expectations for recipients.
To continue receiving their funds, Pell Grant recipients are required to make Satisfactory
Academic Progress every year. Experts should be convened and/or a study conducted on
whether renaming the grant as a scholarship, which focuses on the positive factors associated
with Pell Grants (achievement) rather than the negative (poverty, need), could increase the
meaning of and response to the awards.
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Make comprehensive federal student loan reforms

The current federal student loan program remains too complex, its terms too arbitrary, and its benefits
too poorly targeted. The student loan program can and should be reformed to better support student
access and success while containing costs and risks for both students and taxpayers, and the
reauthorization of the Higher Education Act is the perfect opportunity to address student loan policy as
a whole. As borrowing continues to grow and interest rates continue to rise, TICAS recommends that the
HEA Act include significant reforms to federal student loans, including the following.

e One federal loan for all undergraduate students in place of today’s subsidized and unsubsidized
Stafford Loans. A single loan with no fees will be easier for borrowers to understand and keep
track of, and for schools and the Department of Education to administer.

o A fixed interest rate that better reflects the government’s costs, to provide predictability to
students and ensure that the rates for new loans are in step with the economy. Like today, the
rate for new loans made each year (e.g., July 1-June 30) would be set based on a U.S.
Government-issued security, such as the 10-year Treasury note, plus an additional fixed margin
to reflect the cost of the student loan program. However, the fixed margin needs to reflect a
rationale that is based on the actual cost to administer the loan program. Current policy is
expected to produce rising rates that will exceed the previously fixed rates for each loan type
within a few short years. These higher rates will be costly for borrowers and could turn more
students toward riskier private loans.

o A fixed interest rate that is lower while in school to increase affordability and encourage
students to stay enrolled and complete, knowing that their interest rate will rise by a fixed
margin when they leave school.

e Interest-free deferments for Pell Grant recipients during periods of unemployment and
economic hardship. Pell Grant recipients would be eligible for interest-free deferments on all
their loans, rather than just their subsidized loans as is this case today, better targeting this
benefit to those who need it most, when they need it.

Simplify and improve the current 150% of program length eligibility limit for subsidized loans

e Replace the 150% of program length eligibility limit with an across-the-board six-year
maximum eligibility, which would be significantly easier to understand, communicate, and
implement, particularly for the many students who transfer between colleges. Currently, the
complexity of the calculations for the program length eligibility limit makes it difficult for
students to understand how their educational trajectory affects their eligibility for additional
subsidized loans and continued interest subsidy, undermining the goal of incentivizing timely
completion. Additionally, because the program length eligibility limit is based on a borrower's
current program, similarly situated transfer students can end up being treated very differently,
depending on how long they spent in each program. A six-year limit is much more
straightforward and would treat all students fairly.
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Further strengthen institutional accountability

We believe that the HEA Act could be strengthened significantly by including provisions like those below
to better ensure that colleges are held accountable for delivering a quality education.

e Replace CDR with SDRI. The Cohort Default Rate (CDR), defined in 20 USC §1085(m)(1),
measures the share of a college’s borrowers who default on their federal student loans within a
given period. Because it addresses the odds of default only for those who borrow, rather than
for all students at a school, the CDR does not provide adequate information to consumers or
policymakers about student outcomes. To more accurately reflect the risk that a student takes
by attending a given school, the CDR measure should be replaced by a Student Default Risk
Index (SDRI). The SDRI definition should use the current definition of CDR, multiplied by the
percentage of students receiving federal loans during the previous academic year. Additionally,
the current CDR threshold percentages that result in sanctions, implementation of default
prevention plans, and/or loss of eligibility need to be recalibrated to account for the discounting
effect of SDRI. The current law recognizes that the share of students who borrow matters, as
evidenced by the Participation Rate Index (PRI) appeal that creates a protection from sanction
for schools that have low borrowing rates. Unfortunately, the structure of the current system
adds a level of unnecessary complexity, a degree of uncertainty for some schools, and an
inaccurate reflection of risk at low-borrowing-rate schools. Adopting the SDRI addresses all of
these concerns: it streamlines the relevant measurements into a single number; eliminates the
uncertainty and complexity of the appeals process; and provides a more accurate reflection of
the risk to a student of attending a particular school. While the SDRI can be used as a direct
replacement for CDR (with bright-line standards that determine all-or-nothing eligibility for
federal aid), it can also be used to create a risk-sharing mechanism as well as reward colleges
that serve students at a very low level of risk, as we have recommended elsewhere.

e Streamline the CDR appeals process. The available CDR appeals in section 20 USC §1085(a)
(which should be incorporated into the SDRI replacement as noted above) should be made
automatic whenever possible. (Notably, a shift to SDRIs from CDRs would negate the need for
one of the most problematically administered appeals, the PRI appeal discussed above, because
the SDRI would automatically take borrowing rates into account.) In particular, colleges should
not need to investigate and appeal whether borrowers’ loans have been improperly serviced,
because the Department of Education should automatically monitor servicing records to ensure
they are accurately and appropriately managed. To appeal the servicing of a loan, schools
currently have to send a request for loan servicing records for each loan being challenged, to the
servicer of the loan and to the Department of Education. Each borrower record can cost the
school up to $10. The school must then submit an appeal to the Department that includes
supporting documentation (34 CFR 668.212). When the current improper servicing appeal
process was created, the vast majority of federal Stafford loans were FFEL loans, held and
managed by a lending institution and guaranteed by the federal government. Today, all new
Stafford loans are made directly by the Department of Education, though they are serviced,
through contracts, by outside entities. Because the Department is the loan holder, it should
have access to servicing records and, as a matter of course, receive regular reports from
servicers on the status of those loans. The Department could, therefore, use those reports to
monitor servicing records automatically. Doing so would help the Department identify
improperly serviced loans and greatly streamline the process for improper servicing appeals.
Additionally, this change would be good for students. Currently, schools use improper servicing
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appeals to avoid the penalties that would otherwise be imposed given their borrowers’ rate of
default, but there is no equivalent relief provided to the borrowers who have defaulted due to
improper servicing. If the Department could identify improperly serviced loans without first
awaiting a school’s appeal that identifies the students whose loans were improperly serviced, it
could use that information to target borrower outreach efforts. The Department could also use
such information in its oversight of servicers, rewarding those where the rate of improper
servicing is low and having the effect of reducing rates of default due to improper servicing .

e Require schools to implement a default management plan at a lower threshold. Currently, 20
USC §1085(a)(7) requires a school to implement a default management plan when that school’s
CDR exceeds the sanction threshold, and to revise that plan if the sanction threshold is
exceeded for a second year. Unfortunately, due to the timing of the CDR process, by the time a
plan has been outlined and implemented, it may be too late to effectively work to reduce the
school’s default rate before the school faces the loss of Title IV eligibility that comes with a third
year of exceeding the sanction threshold. To maximize effectiveness, a default management
plan must be in place when there is still sufficient time to affect default rates and maintain
eligibility. Therefore, schools should be required to implement a default management plan
when their default rate reaches a lower threshold than current law dictates to ensure that the
plan has sufficient time to have an effect.

e Create accountability measures for schools that do not offer federal student loans. If colleges
are participating in the Pell Grant program but refuse to offer federal loans, they are no longer
subject to a primary mechanism for determining Title IV eligibility: CDR levels. To hold these
schools accountable for the federal student aid they receive, consider language requiring the
Department of Education to develop alternative or additional measures of accountability for
colleges that choose not to participate in the federal loan program.

e Require a study on accountability. We recommend including a study that requires the

Department of Education to develop recommendations for institutional accountability measures
in addition to the CDR/SDRI.

Recommended Revisions to the HEA Act

TITLE I—GENERAL PROVISIONS

Sec. 102. Definitions.

The definition of “Recruiting and Marketing Activity” should be amended in subparagraph (A)(ii) on page
15, line 12, by adding “or other federal law” after “Title IV.” This change is intended to include non-Title
IV funds in the prohibition, such as Gl Bill or Department of Defense funds. Additionally, consider adding
additional consequences for schools engaging in default rate manipulation.

Sec. 106. Minimum standards for net price calculators.

TICAS strongly supports bipartisan legislation introduced in both the House (2013, 2014) and Senate
(2014) that would make net price calculators more useful and accessible for students and families.
Importantly, the bill also directs the Department of Education to create a web site that lets students
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answer one set of questions and obtain net price estimates for multiple colleges at once. This would
dramatically simplify the current time-consuming process of finding and filling out a different calculator
on each college’s web site, and make the results more comparable, while still allowing colleges to create
their own customized net price calculators. We are pleased that this legislation was included in the HEA
Act, and make recommendations below that we believe would further strengthen this section.

e Add “and conspicuously (in such size and contrast (such as shade) that it is readily noticeable
and readable)” to the section on required NPC location (p29, lines 13-17), as was included in the
bill introduced by Senators Franken and Grassley.

e Delete “median” from the estimated amount of grant aid (p30, lines 19-23). Some schools use
their packaging formula to predict grant amounts (in contrast to schools using actual data from
past students), and “median” does not make sense for a predictive estimate. We recommend
instead using “mean,” which also aligns with the existing definition of “net price” in 20 USC
§1015a.

e Require subtotals for estimated amounts of grant aid by type, not just one total amount. (p30,
lines 19-23). Note that the Franken bill required subtotals as well as a total, as was included in
the bill introduced by Senators Franken and Grassley.

e Remove ban on colleges storing any NPC responses. (P32, lines 20-22; also affects the privacy
disclosure on p33, lines 11-16). We support strong privacy protections and disclosures for
students and families using net price calculators, but believe that there are legitimate reasons
why colleges may want to store some information collected in their NPC, like to monitor the
usability of the tool (e.g., are users dropping off disproportionately at a certain point because
the questions are too detailed?), adjust recruitment practices (e.g., are there populations using
the NPC that have not previously been part of a college’s outreach strategy?), or to provide
additional school information to students who opt in to provide contact information.

Sec. 109. College Scorecard.

The College Scorecard has tremendous potential to help students and families compare and choose
colleges. We strongly support the public promotion efforts included in this provision, as well as the
expansion of the Scorecard to non-degree-granting colleges. However, we are concerned that there are
too many data elements prescribed for the Scorecard here, and worry that they may prove
overwhelming or confusing to students and families. We recommend adding flexibility to this section for
the Secretary to modify the number and type of required elements.

Sec. 113. Establishment of complaint resolution and tracking system.

The complaint tracking system outlined in this section is an important addition to the Higher Education
Act. However, it should cover complaints about loan servicers and collectors in addition to those about
institutions of higher education. It should also include language to determine whether or not the
complainant is satisfied with the resolution of the complaint, and specify that the Secretary will take
action in response to that determination. We recommend the following changes to this section to
ensure that the complaint system operates similar to the CFPB’s current complaint resolution and
tracking system.

Amend part (c) between subparts (2) and (3) on page 62, line 24 of the discussion draft. Create a new (3)
regarding complaint satisfaction. The language should instruct that the Secretary shall contact the
complainant regarding the institution’s response from (2). The contact with the complainant should at
least include whether or not the complainant is satisfied with the response by the institution, and
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provide an opportunity for the complainant to provide feedback or dispute the institution’s response. If
complainants are not satisfied with the response, the complaint should automatically be directed to the
Department’s enforcement staff for review. Language should be added that instructs the Department to
consider these complaints when targeting its oversight. The Department should additionally be required
to make recommendations for administrative, regulatory and legislative changes in response to the

complaints and to identify the steps it is taking to address the systematic causes of frequent complaints.

Also, we are concerned that the “Exceptions” language, beginning on page 63, line 16, may be too
broad. Specifically, the terms “confidential commercial information” and “information collected ... for
the purpose of preventing fraud” should be narrowed to ensure they are not easily exploited.
Additionally, under the current (3) on page 62, line 25, the “may” should be changed to “shall.” Finally,
on line 18, after “highest volume” add “in number or per full-time equivalent student as defined as
defined in 20 USC §1058(e).”

TITLE IV—STUDENT ASSISTANCE

Sec. 411. Year-Round Federal Pell Grants; extension of Federal Pell Grant inflation adjustments.

We strongly support the extension of the Pell Grant inflation adjustments. We also support making Pell
Grants available year-round for students as long as the program is designed and implemented such that
it does not disadvantage part-time students making slow but satisfactory academic progress, and such
that it avoids the high cost and complexity that resulted from its previous implementation.

While we recognize the value in ensuring that students are aware of their remaining Pell Grant eligibility,
we are unsure of the best way to calculate and notify students of it in a way that will be sure to increase
completion. We recommend first requiring that the Department study various approaches to providing
this information and report back to Congress with recommendations for when and how students should
be notified, and on the Department’s plans to act on these recommendations.

Sec. 413. Early awareness of college financing options.

Increasing early awareness of aid eligibility is an important way to help students and families plan for
college, both academically and financially, and to encourage them to apply for aid when the time comes.
We recommend action, described below, that is more targeted and personalized than what is included
in this provision. As detailed in our 2013 white paper, Aligning the Means and Ends, we recommend
annually notifying households of likely financial aid eligibility based on their current tax information, an
approach supported by the Institute for Higher Education Policy and others. The Internal Revenue
Service (IRS) and Department should work together to proactively provide households with customized
annual estimates of federal aid eligibility, similar to the Social Security statements Americans receive
each year. For example, households with likely Pell Grant recipients could receive a message like, “If you
or your child enrolled in college today, you would probably be eligible for at least $__in grants, which
do not have to be paid back. There are also other kinds of financial aid available and it’s easy to find out
more.” Wherever possible, the statements would be customized to include contextual information for
the recipient’s income range and state of residence, such as the estimated net price of attending the
nearest public four-year and two-year colleges (or average net price for public colleges in the state), and
how to find out more. The statement would also point to the FAFSA4caster for those not yet ready to
apply to college, to the online FAFSA for those who are, and to the availability of more college-level
information through the Administration’s College Scorecards and/or the College Navigator website.
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Sec. 471-Sec 474. Increased income protection allowance.

We agree that the income protection allowance levels should be revisited; however, we have concerns
that a flat, across the board $4,000 increase creates a disproportionate impact by student type.
Specifically, this approach creates a disproportionate increase for dependent students. We recommend
considering a percentage increase, a flat increase that varies by student type, or an analysis of the
effects of basing income protection allowance amounts on 150% of the federal poverty level.

Sec. 485. Loan repayment rate and speed-based repayment rate.

Because the speed-based repayment rate is a new approach, we recommend that the Department of
Education be tasked with exploring the utility of a speed-based repayment rate in addition to either a
borrower-based or dollar-based loan repayment rate. We also recommend adding flexibility for the
Secretary to modify the calculation if warranted.

Sec. 488. Improved disclosures, counseling, and financial assistance information for students.

This section includes significant improvements to the timing and content of federal student loan
counseling. The substantive revisions we propose for this section include:

e Remove the disclosure of the percentage of students who borrow from entrance counseling.
While the share of students borrowing at an institution is important contextual information for
interpreting a cohort default rate (CDR), it is unnecessary in entrance counseling because only
actual borrowers are participating.

e Add a participation rate index (PRI) exemption for the additional entrance counseling
requirements for institutions with a CDR greater than the national average or greater than 30
percent. It is important to warn students about an institution’s CDR and potential loss of
institutional eligibility, but a misleading warning for those attending institutions that might have
higher cohort default rates but very low numbers of students borrowing (like community
colleges) and thus would not be subject to CDR sanctions.

e Remove the disclosure of the speed-based repayment rate from entrance counseling. Instead,
we recommend that the Department of Education be tasked with exploring the utility of an
institution-level repayment rate, and of a speed-based repayment rate specifically, and have the
flexibility to require such information in entrance counseling if the Department deems it helpful.

o Note that replacing the 150% of program length eligibility limit with an across-the-board six-year
maximum eligibility limit as recommended above will simplify and reduce institutional burden
relating to the calculation and notification of federal Direct Stafford Loan eligibility for each
borrower that is required under the “Additional Notifications and Counseling for Borrowers”
portion of this section.

e We are concerned about potential institutional burden relating to the ”Additional Loan
Counseling Requirements for Certain Student Borrowers” and recommend providing more
flexibility to the Secretary to determine which borrowers should be subject to such counseling.

Sec. 493. Income-based repayment.

This section makes key improvements to income-driven repayment, including streamlining multiple
existing plans into one improved plan that better targets benefits to borrowers who need them the
most, never capitalizing interest, and helping to prevent default by automatically enrolling borrowers if
they have not made a required payment for six months.
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We have three substantive recommendations for additional changes to this section, followed by one
technical correction. Additionally, while we have recommended and strongly support automatic
enrollment for delinquent borrowers, we have also shared with your staff some concerns about
potential unintended effects of the complexity of the process outlined in the discussion draft. Lastly, we
think it would be useful to consider changing the name from ‘standard repayment plan’ to something
like ‘fixed repayment plan’ or ‘time-driven repayment plan.” A more descriptive name will be clearer to
borrowers, and help to avoid the perception that the “standard” plan is the suggested repayment plan
for all borrowers.

e Eliminate the partial financial hardship (PFH) requirement for enrollment in income-driven
repayment (IDR). TICAS recommends allowing, but not requiring, all borrowers to enroll in an
IDR program if they choose, regardless of their debt-to-income ratio. Eliminating the PFH
requirement for enrollment would dramatically simplify the program, both in terms of process
and communication, and enable all federal student loan borrowers to choose the assurance of
having their loan payments fluctuate with their income, without increasing the chance of
forgiveness for borrowers who could have afforded to pay more. Currently, borrowers must
have a PFH to be eligible for Income-Based Repayment (IBR) and Pay As You Earn (PAYE), but not
for ICR. Since borrowers do not have to continue to have a PFH to remain in IBR or PAYE,
requiring a PFH to enroll adds unnecessary complexity for both borrowers and the Department.

e Add language clarifying what monthly payments borrowers are required to make if they do not
update their income and family size information on time each year. Currently in IBR and PAYE,
borrowers are required to make the “permanent standard” payment (10-year monthly payment
based on their loan balance when they entered IDR) and their unpaid accrued interest
capitalizes. But since this bill removes the standard payment cap from IBR, it no longer makes
sense to require a 10-year payment, since it might actually be lower than the borrower’s
income-driven payment. Here’s what we suggest:

0 Require a monthly payment that would repay the remaining balance of their loan in the
greater of: 10 years minus the amount of time they have already been in IBR, or 5 years.
In other words, the remaining balance will not amortize over a period less than 5 years.

0 For example, if you were already in IDR for 2 years, the remaining balance of your loan
would be amortized over 8 years unless you submit your income documentation. If you
were already in IDR for 8 years, the remaining balance of your loans would be amortized
over 5 years (not 2 years), unless you submit your income documentation. If you were
already in IDR for more than 10 years, the remaining balance of your loans would be
amortized over 5 years as well.

0 However, those required payments would not count toward PSLF, no matter their size.
Those payments may be higher or lower than the 10-year standard payment, which
currently does count toward PSLF. Otherwise, this provision could allow borrowers to
receive PSLF when they should not qualify (e.g., a relatively high income borrower who
should be making higher income-driven payments than the 5-year-amortization
payments).

e Expand the online income verification system to apply to all borrowers in IDR, not just those
who are 150 or more days delinquent. Allowing the Department and its servicers to more easily
access borrowers’ tax information would greatly streamline the process of applying for and
continuing to make income-driven payments within IDR.

e Ensure that interest does not capitalize on any loans being repaid under IBR. We understand
that this is the intent, but a technical fix is needed to the language on page 417, lines 13-15. The
language about interest accruing but not being capitalized should apply to all subsidized loans
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after the 3-year period (after borrower first enters IBR) and for subsidized loans in economic
hardship deferment during that 3-year period, not just subsidized loans after periods of
economic hardship deferment.

Sec. 496. Disclosure of cohort rates based on repayment plan and deferment status.

We recommend the following changes to this section: In section 493F(b)(2)(C)(i) on page 439, line 10,
add the words “10-year” before “standard repayment.” On the next line add a new (ii) for “graduated
repayment.” Strike all of line 13.Under subsection (iii), standard ICR calculations should be separated
from PAYE. Finally, on page 440, line 10, add “or equal to” after “greater than.”

Sec. 499. State-federal college affordability partnership.

We applaud the goal of helping ensure college is affordable for all Americans by providing significant
new financial incentives for states to invest in public colleges. However, we are concerned that the way
this provision is currently structured will likely lead to decreases in state grant aid, as states would have
an incentive to redirect those funds to operational support to increase their federal grant amount.
Reductions in need-based grant aid would increase the net price for low-income students even if the
sticker price stays the same or is reduced. To address this concern, we recommend including need-based
state grant aid in the calculation of state support, and changing the authorization for the use of funds to:
“directly reduce net tuition costs for low-income students or mitigate the need to raise net tuition and
fees for low-income students residing in the State.” We also suggest one other small change. In several
places the language says the fund can either “support” or “increase” the enrollment of low-income
students. We suggest using the word “support” in all cases, which allows for an increase but doesn’t
disadvantage those states and institutions that are already doing well.

TITLE VII—GRADUATE AND POSTSECONDARY IMPROVEMENT PROGRAMS

Sec. 802. Community college and industry partnerships.

We recommend that only public, four-year colleges where fewer than ten percent of credentials
awarded are bachelor’s degrees be included in this provision. This criterion maintains eligibility for
community colleges that have begun to offer some bachelor’s degrees, while keeping the program truly
a community college partnership grant fund.

TITLE XI—REPORTS, STUDIES, AND MISCELLANEOUSPROVISIONS

Sec. 1103. Recommendations for student loan counseling.

We recommend adding a requirement for the report described in this section to address whether there
should be subsequent counseling for all borrowers or some borrowers, and if so who, how often it
should occur, and how it should differ from the first-time loan counseling. The report should also
address the optimal timing of the counseling.

Sec. 1106. Longitudinal study of the causes of student loan default.

This is an important study but we have a general concern that such detailed disaggregation (e.g., by age,
race, ethnicity, gender, disability status, low-income status) could lead to small sample sizes that might
make it difficult to conduct analysis at the institutional level, and thus lead to policy recommendations
that focus too much on students rather than institutions. Additionally, we recommend that the risk
factors considered for default at least include counseling received by the borrower. We also recommend
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considering whether the provision could require case studies of institutions where risk-factors are
similar but default rates are different, or to explore generally how the quality of a program—holding all
other factors constant—makes a difference.

Sec. 1107. Institutional Risk-Sharing Commission.

We recommend that the Risk-Sharing commission outlined in this section be replaced by formal risk-
sharing requirements. As we have previously recommended, any institution that receives more than half
of its revenue from federal sources and has a high SDRI (but still below the eligibility cutoff) should be
required to pay into a risk-sharing pool. The fee assessed should be calculated as a percentage of annual
loan volume or total federal aid received in a given year, with higher SDRI schools and schools with
larger loan volumes paying a higher percentage. All fees collected should go into a fund managed and
operated by the Department of Education, where they can be used to fund loan discharges due to
school closures, false certification and other fraud, or for aiding students through improved loan
counseling and default reduction efforts, or to supplement Pell Grants. Requiring meaningful risk-
sharing requirements will increase college accountability and help mitigate some of the risks low-
performing institutions pose to students, families, and taxpayers.
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