ED ISSUES DEAR COLLEAGUE ON “TWO-STEP” CONSOLIDATION

The Department of Education today issued two Dear Colleague letters, as had been rumored for weeks, effectively reversing positions taken in April on the so-called “two-step” process for loan consolidation.  The letters keep the single holder rule from applying to borrowers who have all their Federal Family Education Loan Program (FFELP) loans with a single holder but also  have either Perkins or Direct Loans.  In two notices published on the IFAP section of the Department’s web site, Assistant Secretary for Postsecondary Education Sally Stoup announced that the Department will not enforce its April 29 ruling against

using the two-step process to circumvent the single holder rule for consolidation loans.  Stroup said in the letters that the Department had expected Congress to have acted by September 1 on reauthorization of the Higher Education Act, but since it’s now clear that Congress will not have completed reauthorization by next Wednesday, the Department will not deny reinsurance to consolidation loans that consist solely of Perkins or Direct loans.  In addition, Stroup instructed loan holders not to “look back” when presented with requests to certify loans for consolidation to try and determine if the two-step process was used illegally. 

Finally, the second of the two Dear Colleague letters made it clear that the Department will permit lenders to make a consolidation loan consisting only of Federal Direct Loans or Perkins Loans.  The Department’s moves would appear to

make unnecessary an amendment which attempted to negate the April 29 ruling that was added to the House appropriations bill for the Department of Education in July at the request of Rep. Randy “Duke” Cunningham (R-CA).  To view the letters,

visit http://www.ifap.ed.gov/IFAPWebApp/whatnewPag.jsp

Student Loan Industry Making Big Profits Through Loophole. The New York Times (8/27, Winter) reports, "More than a decade ago, Congress decided it was giving away too much to the student loan industry, needlessly guaranteeing big profits at taxpayer expense. So lawmakers put their collective feet down, passing a law that gradually erased hundreds of millions of dollars in subsidies that could have gone directly to students instead. Or so they thought. Today, lenders are collecting a record amount of the old subsidies Congress thought it had retired, government data show, and they are busily stepping up the pace." And "even some student loan companies say that the large subsidies they are receiving from the government, guaranteeing them 9.5 percent interest rates at a time when students pay much less than that, are hardly the best way of expanding access to college. But until either Congress or the administration closes the loophole promising them higher profits than the market offers on its own, there is little reason for them to stop using it." Meanwhile, "virtually all parties in the debate, be they Republican or Democrat, say the loopholes should be closed so that the money can benefit students, not bottom lines, but few can agree on whose responsibility it is." The Department of Education "said there was little it could do. 'I don't think we would want them to do it,' Sally Stroup, an assistant secretary of education, said of the rapid increase in new loans with the old guarantees. 'But I don't think we have the legal authority to stop them.'" 
Arizona's Public Universities Award Free Tuition For Students With High AIMS Scores. The AP (8/26) reports, "The Arizona Board of Regents has authorized the state's three public universities to award free tuition to high school students who score high on the AIMS test." And "Superintendent of Public Instruction Tom Horne said the full four-year scholarships will be available starting with the high school class that graduates in 2006." 
30% Of Sophomores Pass AIMS. The Arizona Republic (8/27) reports, "The Arizona Department of Education reported Thursday that 19,164 sophomores passed the high school AIMS test they took in the spring of 2004. That's about 30 percent of the approximately 65,000 members of the Class of 2006, the first students who must pass the reading, writing and math sections of AIMS to earn a diploma." But "Tom Horne, Arizona superintendent of public instruction, said he is confident that with two more years of coursework and tutoring 90 percent of the class will pass the exit exam." 

Oregon State Receives Five-Year US Grant For Migrant Education Program. The Hillsboro (OR) Argus (8/27) reports, "Oregon State University has received a five-year, $1.75 million grant from the U.S. Department of Education to re-establish the College Assistance Migrant Program, or CAMP, which helps the children of migrant families attend college. OSU had the CAMP program on campus for several years until the late 1990s when it was eliminated because the funding cycle ran out, according to Janet Nishihara, academic coordinator with the Educational Opportunities Program at OSU." And "the program will allow OSU to work with 170 migrant students during the next five years. To be eligible for the program, the students or their parents must have worked 75 days during the previous 24 months doing migrant or seasonal farm work. They also must be in their first year of college when entering CAMP." 
Andre Heinz Explains Kerry's Tuition Program For Volunteers At University Of Iowa. The Iowa City Press Citizen (8/26, Schorsch) reports, "Helping pay college tuition in exchange for volunteering is part of a plan devised by the John Kerry-John Edwards Democratic presidential ticket -- a plan Kerry's stepson, Andre Heinz, 34, discussed with UI students Wednesday at the Iowa Memorial Union. About 60 people attended, a majority of them students." And "Kerry's education plan includes volunteering for two years in exchange for four years of public college tuition. Students would help educate children in troubled schools, build affordable homes or help seniors live independently. People who volunteer part-time would receive up to $2,000 a year for four years of college, according to the plan. Families with children at four-year colleges would receive a $4,000 tax credit. 'It's to try and make your experience here a little more affordable,' said Heinz." 
WPost Survey Finds Top College Football Programs Give Players Academic Advantages. The Washington Post (8/26, Schlabach) reports, "Each semester, Kansas State athletes earn academic credit on the field in practice and games. Some athletes are able to count as many as four credit hours toward their academic degrees by playing on the school's sports teams. Kansas State isn't alone in allowing student-athletes to earn academic credit for playing sports. A Washington Post survey of physical education courses taught at the 117 schools that field Division I-A football teams found that nearly three dozen universities award academic credit for participation on intercollegiate sports teams. Eleven football teams in the Associated Press preseason top 25 poll have players earning academic credit for practicing, including defending co-national champion Southern California, which kicks off the 2004 season against Virginia Tech at FedEx Field on Saturday night." And "the play-for-grades classes illustrate the challenge of reconciling academic missions with big-time athletics at universities. In April, the National Collegiate Athletic Association approved academic reforms that its president, Myles Brand, called 'the strongest ever passed by the NCAA.' Those changes will take away scholarships and postseason eligibility from schools that fail to graduate a minimum percentage of their athletes, but they fail to address schools where, for years, going to practice has been a step toward earning a degree." 

