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Omnibus Tax and Spending Bill: Charitable IRA Rollover and AOTC Made Permanent; No 
Cuts to Student Aid 

Just prior to adjourning the First Session of the 114th Congress, with Members racing to head home, Congress 
successfully passed the $1.1 trillion omnibus tax and spending bill, aka the “taxibus,” by huge bipartisan 

margins. The package makes two NAICU tax priorities permanent, and funds student aid programs without 

cuts. The bill was negotiated with the White House and signed into law by the president shortly after it arrived 
from Capitol Hill. 

Charitable IRA Rollover, American Opportunity Tax Credit Made Permanent 
The tax portion of the “taxibus” bill will, among other things, make the Charitable IRA Rollover and the 
American Opportunity Tax Credit (AOTC) permanent. These are two significant benefits for higher education and 
top NAICU tax priorities. 

 The Charitable IRA Rollover, a temporary benefit since 2009, will be permanent. This important 
benefit allows individuals age 70½ and older to donate excess retirement funds directly to charities, 
including colleges and universities, up to $100,000 annually. This provision last expired on December 31, 
2014. Effective retroactively for 2015 and beyond, this will be a permanent benefit. The predictability 
provided by making this provision permanent should allow colleges and universities, and their alumni, to 

better utilize this benefit. 

 The American Opportunity Tax Credit will be permanent. This is the most generous tuition benefit 
available to students and families, allowing a $2,500 credit against tuition expenses annually for 
individuals earning less than $80,000 for single filers, and $160,000 for married/joint filers. This benefit 

was set to expire on December 31, 2017. This will now be a permanent benefit. 
 
In addition, the new law will phase out the above-the-line tuition deduction, which had expired at the 
end of 2014. It will be renewed for 2015 and 2016 only, and will expire at the end of 2016. This benefit is not 
as generous as the AOTC, and is confusing and duplicative. With a permanent AOTC in place, the elimination of 
the tuition deduction will help simplify the tuition benefits. 
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Also of benefit to colleges and universities will be a two-year delay in the Cadillac tax on high cost 
employer-sponsored health plans. The new tax was due to take effect on January 1, 2018, and will now be 

pushed to January 1, 2020. 
 

On the spending side, cuts proposed this summer to Supplemental Educational Opportunity Grants 
(SEOG) and Federal Work Study (FWS) did not materialize in the final bill, resulting in no cuts to student 
aid programs. The Pell Grant is set at $5,915 for the 2016-17 award year; TRIO programs are increased by $60 
million; GEAR UP is increased by $21 million; and SEOG, FWS, and graduate education are level-funded. 
 
However, all language prohibiting the Department of Education from implementing regulations on state 
authorization, credit hour definition, teacher preparation, and gainful employment did not survive the 

negotiations. 
 
The successful passage of this package was jumpstarted by the two-year budget deal reached in late October. 
That two-year deal, combined with election year politics and having only 86 days when both chambers are in 
session before election day, will most likely mean the FY 2017 appropriations process will keep close to this 
year’s levels. The agreement on the tax benefits results from the bipartisan desire to incrementally end 

confusing expiring tax benefits. In the absence of any successful fundamental tax reform legislation, Congress 

is moving ahead with making permanent those benefits most important to their constituencies. 
 

For more information, contact Karin Johns, Karin@naicu.edu, or  
Stephanie Giesecke, Stephanie@naicu.edu or  

 

 

Perkins Loan Program Extended for Two Years 
 

On December 17, Congress passed legislation extending the Perkins Loan program through September 30, 
2017. The program had previously expired on October 1, 2015. 

 
The extension deal is based on legislation previously passed in the House of Representatives. Although the deal 
is far from perfect, it revives the Perkins Loan program for two years and allows Congress to revisit the program 
when it takes up reauthorization of the Higher Education Act. 
 

In addition to the two-year extension, the legislation contains the following provisions: 

 

 New graduate students will be ineligible to receive a Perkins Loan beginning in the 2016-17 academic 
year. However, graduate students currently receiving a Perkins Loan will be grandfathered and eligible to 
receive a Perkins Loan for one additional academic year (through September 30, 2016). 

 Undergraduate borrowers currently receiving Perkins Loans must exhaust their subsidized Stafford Loan 
maximum award before becoming eligible to receive a Perkins Loan. Undergraduate borrowers receiving a 
Perkins Loan for the first time, beginning in 2016-17, must exhaust both subsidized and unsubsidized 
Stafford Loan eligibility before receiving Perkins Loan eligibility. 

 Restrictions have been placed on the Secretary to prevent the Department of Education from enacting 

future grandfathering provisions. Once this two year deal expires, the Perkins Loan program will 
terminate, absent further congressional action. 

 
NAICU has signed on to a community letter authored by ACE that was sent to Chairman Lamar Alexander (R-TN) 

and Ranking Member Patty Murray (D-WA) of the Senate Health, Education, Labor, and Pensions Committee. 
While the letter offers thanks and appreciation to both senators for their bipartisan commitment to extending the 

Perkins Loan program, it is not an endorsement of the legislation. 
 
As Congress moves to the reauthorization of the Higher Education Act, lawmakers will have the chance to revisit 
the Perkins Loan program. It is the hope of many in the higher education community that Congress will 

permanently extend the Perkins Loan program, and reverse the tightened eligibility standards contained within 
the current extension. In particular, NAICU would like to see graduate students reinstated for Perkins 
participation, and a recommitment to the flexibility traditionally provided to financial aid administrators in the 
program. 
 

For more information, contact Tim Powers, Tim@naicu.edu  
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NAICU Joins in Amicus Brief Related to Unionizing Graduate Assistants 

After conferring with its Legal Services Review Panel, NAICU has joined ACE and four other higher education 
associations in an amicus brief to the National Labor Relations Board (NLRB) concerning recent efforts to 
unionize graduate assistants at The New School. The union, the United Auto Workers, has asked the NLRB to 

reverse its 2004 decision in a case involving graduate assistants at Brown University, in which the Board 
determined that graduate assistants are students and not employees. 
 
The amicus brief affirms the principle that “the academic student-teacher relationship is, and should remain, 
removed from the issues and problems that our labor laws address.” 
 
It is expected that the Board will also take up a pending case involving graduate students at Columbia 

University when it considers The New School case. The amicus brief addresses that possibility, noting important 
differences in the facts of the two cases, and highlighting the “need for the Board to engage in case specific 
adjudication tailored to the facts before it, and to avoid affirmatively searching for an opportunity to overrule 
Brown….” 
 
The Board is expected to issue its decision on this matter in February. 

 

For more information, contact Jon Fuller, Jon@naicu.edu 

 

 

Congress Rewrites No Child Left Behind 
 
On December 10, President Obama signed into law the Every Student Succeeds Act (ESSA), which reauthorizes 
the Elementary and Secondary Education Act of 1965. It is the first reauthorization of the nation’s major K-12 
education law since the controversial 2002 reauthorization, No Child Left Behind (NCLB). With the Higher 
Education Act (HEA) next in line for reauthorization, the ESSA legislation provides interesting insights into the 
direction Congress is headed with national education policy. 
 

The new ESSA maintains Title I as the foundational program for low-income/high-need schools, with no formula 
changes; a strong investment in teacher preparation in Title II; and Impact Aid for military communities. The 
bill includes a new Early Childhood Education Program, but it is housed at the Department of Health and Human 

Services (along with Head Start), not in the Department of Education. However, more than 50 programs are 
eliminated or block-granted for consolidation. 
 

The frustration and partisan division over education policy following years of implementing NCLB under the 
Bush administration, and regulatory rewrites under Race to the Top in the Obama administration, broke in 2015 
when the Senate developed a bipartisan bill to reconfigure the federal effort in K-12 education. The House 
passed its own bill in 2014, and joined with the Senate education committee to work out a bipartisan agreement 
over the last few months. In general, the legislation moves away from many of the current federal mandates, 
towards adding more state and local control over academic standards, assessments, and teacher evaluations. If 
the Higher Education Act is considered in 2016, the same Members of Congress and staff that negotiated ESSA 

will be working on HEA. 
 
Specifically, there are five policy areas that could prove instructive for HEA: local control; teacher preparation; 
accountability systems; prohibitions on the Secretary; and the Family Education Rights Protection Act (FERPA). 
 
Local control. The new ESSA sharply reduces the federal mandates on state education agencies and local 

school districts. 

 
Teacher Preparation. In a departure from the Obama administration’s NCLB waivers and proposed regulations 
on teacher preparation, ESSA prohibits federal intervention into state teacher evaluation systems. State teacher 
evaluation systems are a key area in which K-12 and higher education policy intersect. 
 
However, a major concern for higher education in the ESSA bill is the inclusion of teacher academies as an 

allowable use of federal funds by states. These academies are intended to be an alternative route to teacher 
preparation, and while allowed to be offered by an institution of higher education, could be set up outside of 
academia. The bill language allows states to consider credentials awarded by such entities as the equivalent to  
a master’s degree for the purposes of educator hiring, retention, compensation, and promotion. The precedent 
of the federal government giving the state “permission” to award an academic credential that is not part of an 
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institution of higher education is troubling. It will be important for independent colleges to be involved in state 
decisions on teacher academies, and to monitor their implementation. 

 
Accountability Systems. While testing in grades 3-8 and in high school is still a required part of state 

accountability, the new law allows states to: 1) determine their own goals; 2) include additional factors beyond 
student achievement; and 3) determine how to use test data for improvement and education evaluation 
purposes. The bill also allows states to pass opt-out laws for parents who do not want their children to take the 
state assessments. ESSA does require states to identify and intervene on the lowest performing schools 
(defined as the bottom 5 percent, based on a state’s own measures). The Secretary of Education must approve 
these state systems, but is prohibited from using the approval process to change or mandate curriculum, 
policies, or evaluation measures. 

 
It is interesting to note that while Congress decided to take away the Secretary’s authority to deal with low-
performing schools directly, it continued to focus federal attention on students in low-performing schools. In 
higher education there is an equivalent federal focus on institutions with low graduation rates, high default or 
low repayment rates on student loans, or high costs compared to student earnings. 
 

Prohibitions on the Secretary of Education. In addition to the limitation on the Secretary’s authority over 

states, there are additional restrictions throughout the legislation which are predominately focused on federal 
overreach into state and local authority. Additional restrictions bar the Secretary from determining or 
mandating academic standards (such as Common Core); mandating the assessments states must use to 
measure student achievement; or mandating teacher evaluation systems, whether through legislation, 
regulation, grant-making, or the state plan approval process. 
 

Family Education Rights Protection Act. Student privacy was discussed during hearings related to ESSA, 
and talk of adding amendments to FERPA as part of ESSA was given serious consideration. But in the end, a 
FERPA rewrite became too complex, and will continue to be under congressional consideration next year. 
However, ESSA does include a Sense of the Congress reaffirming the importance of student privacy. 
 
While HEA is the biggest ticket item for the education committees in the coming year, it’s not the only item. The 
same staff will also be working on child nutrition, the Older Americans Act, juvenile justice, career and technical 

education, the Education Sciences Reform Act, and any other education issues that could come up in an election 
year. 
 

For more information, contact Stephanie Giesecke, Stephanie@naicu.edu 

 

 

Department of Education Unveils Plans for Accreditation Reform 
 
U.S. Department of Education revealed a package of proposals to make college accreditation a more 
transparent and accountable process. The contours of that plan, released on November 6, include both 
executive and legislative action, will be guided by efforts to improve “transparency” and “outcomes.” 

 
Executive Action (to be taken immediately): 
The Department plans on releasing a package of five executive actions to place a greater reliance on 
transparency and student outcomes in the accreditation process, including: Making accrediting body standards 
for direct comparison publically available on the Department’s website; 

1. Sorting institutions’ College Scorecard profiles by accreditors; 

2. Publicly posting institutional probation letters; 

3. Developing a better communication plan between the accreditors and the Department related to risk-
based accreditation; and 

4. Putting a greater emphasis on outputs (such as those related to cost, earnings, and completion from the 
College Scorecard) over inputs. 

 
Legislative Action (request to Congress): 

The Department will ask Congress to make four legislative changes to accreditation, including: 
1. Removing the prohibition on the Secretary to develop student learning outcome metrics; 
2. Requiring more robust teach-out plans and reserve funds for high-risk institutions; 
3. Standardizing definitions across regional, national, and programmatic accreditors; and 
4. Publicly posting final accreditation reports. 

The Department does not plan on issuing any new regulations, or updating any existing regulations at this time. 
Although the Executive action is relatively modest, and the Congressional request unlikely to be implemented, it 
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is clear that the accreditation process is in the Department’s crosshairs. 
 

Further, the Senate Permanent Subcommittee on Investigations is currently “reviewing the role that accreditors 
play in assessing the quality and financial health of postsecondary institutions and programs.” The 

subcommittee has focused on the Accrediting Council for Independent Colleges and Schools (ACICS), the 
national accrediting body responsible for the accreditation of Corinthian College. It is unclear at this time 
whether the investigation will extend beyond ACICS. This is the same Subcommittee that looked into fraud and 
abuse in the federal student aid programs in the early 1990s, under then Subcommittee Chair, Sam Nunn (D-
GA). 
 
Additional resources: 

 U.S. to Put New Requirements on Accreditors, The Chronicle of Higher Education (11/6/15) 

 Shaming Accreditors, Inside Higher Ed (11/6/15) 

 
For more information, contact Tim Powers, tim@naicu.edu 

 

 
NAICU Joins Nonprofit Community in Opposing IRS Proposed Gift Substantiation Rules 

 
In September, the Treasury Department and the Internal Revenue Service published proposed regulations that 
would permit, but not require, nonprofits to collect taxpayer identification information – including Social 
Security Numbers – from donors making gifts that exceed $250 annually. Participating nonprofits would file a 
new informational tax return, in addition to the Form 990, called a “Donee Report.” The IRS was accepting 

public comments on this proposal through December 16. 
 
NAICU joined many other higher education associations and nonprofits in signing comments drafted by the 
National Council of Nonprofits, stating our concern with this proposal. NAICU members agree that the gift 
substantiation proposal is inappropriate, could impose costs and administrative burdens on nonprofits, and 
confuse and concern current and future donors. The current reporting system works effectively, and a new 
reporting system could open the door to potential fraud and abuse, creating a disincentive for donors. 

 
It’s currently unclear when final rules will be published by the IRS. 

 
For more information, contact Karin Johns, Karin@naicu.edu 

 

 

Gainful Employment Updates: Announcements 70 and 71 

The Department of Education continues to provide notices to institutions about regulatory requirements that 
must be met for gainful employment (GE) programs. 

The Department recently published two new notices: Announcement 70: Transitional Certification and 
Announcement 71: Reviewing and Correcting GE Completers Lists. The regulations and myriad updates are 

provided together through “Information for Aid Professionals” (IFAP). 

Below are overview and links to the two announcements: 

Announcement 70: Transitional Certification 

By December 31, 2015, the most senior executive officer of an institution that provides GE programs must sign 

a certification that each of the institution’s eligible GE programs listed on its Eligibility and Certification Approval 
Report (ECAR) meets the requirements of 34 CFR 668.414(d) regarding appropriate accreditation and 
educational prerequisites required for students to take licensing exams. 
 
For more information about the DCAS System, see GE Electronic Announcement 67. 
 

Announcement #71: Reviewing and Correcting GE Completers Lists 
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Later this winter, the National Student Loan Data System (NSLDS) will send a draft list of its GE completers to 
each institution with a GE (gainful employment) program. This process allows institutions to review the data 

they reported to the Department earlier and to challenge any errors through the Data Challenges and Appeals 
Solution (DCAS) system via the Student Aid Internet Gateway (SAIG). 

 
Institutions will receive this information through their GE SAIG mailbox. This past fall, a number of schools 
experienced significant difficulty assuring the correctness of the GE completers reported to the Department. 
Announcement # 71 explains how to ensure the accuracy of the information provided. 
 
In addition, By January 31, 2016, schools with GE programs must update their required disclosures for each GE 
program to reflect information from the 2014-2015 award year. Departmental guidance on this was provided on 

October 23, 2015, GE electronic announcement #65. 
 

For more information, contact Maureen Budetti, maureen@naicu.edu 

 

 
Analysis of Cash Management Regulations Completed 

 
The National Association of College and University Business Officers (NACUBO) has completed an analysis of the 
recent program integrity rules dealing with institutional cash management, published by the Department of 
Education at the end of October. The new rules are effective July 1, 2016. 
 
There are two main focuses to the NACUBO cash management analysis. One part governs institutional 

management of Title IV funds, and the other describes the rules for relationships between academic institutions 
and banks or third-party servicers. 
 
According to the Department of Education, these final regulations are intended to ensure that students have 
convenient access to their Title IV, HEA program funds, do not incur unreasonable and uncommon financial 
account fees on their Title IV funds, and are not led to believe they must open a particular financial account to 
receive their Federal student aid. 

 
The cash management portion of the regulations was developed in response to concern about students’ access 
to their Title IV credit balances, and agreements between financial institutions and third party servicers that 

were deemed unfair to students. Under those agreements students were sometimes provided with cards linked 
to other campus services, and involved significant service charges. 
 

NAICU has worked closely with NACUBO staff on the cash management regulations and appreciates their 
expertise and collaboration. 

For more information, contact Maureen Budetti, maureen@naicu.edu  

 

 

REPAYE Option New Available 
 
As of December 17, 2015, all Direct Loan borrowers may choose to repay their student loan debt through a new 
income-driven repayment plan.  
 

The Revised Pay As You Earn (REPAYE) Repayment Plan extends benefits of Pay As You Earn (PAYE) repayment 
plan to more students. Under these income-driven repayment plans, borrowers make monthly payments of no 

more than 10 percent of their discretionary income. The remaining amount owed after 20 years of payment, for 
borrowers with undergraduate debt only, or after 25 years, for borrowers with graduate debt, is forgiven. The 
forgiven amount is still taxable. Final regulations were published October 27, 2015. 
 

The Department of Education website provides background and more detail about the program. 
 

For more information, contact Maureen Budetti, maureen@naicu.edu 
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