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Obama’s Final Student Aid Budget  

President Obama released the administration’s FY 2017 Budget Request on February 9, which for higher education, 
builds on the themes of access, success, affordability, and completion that have driven his higher education policy 
directions. 

The president’s budget sticks to the discretionary spending caps established in the November bipartisan budget 
agreement, but gets creative with mandatory spending to propose additional increases and new programs in student 
aid. Congress has indicated they do not intend to give the plan much consideration. Specific budget items include: 

Student Aid Programs 

 Pell Grants: The budget proposes to continue the scheduled increase in the maximum grant for FY 2017, to 

$5,935, and to continue indexing the mandatory add-on to inflation, a provision which is currently set to expire in 
2017. An additional $2 billion investment in the program is proposed to do two things: reinstate the “year-round” 
Pell provision for students working towards on-time completion; and provide an additional $300 for a “completion 
bonus” for students taking 15 credits per semester. Additional proposed tweaks to the program include the 
reinstatement of Pell Grants for Prisoners for students who are eligible for release from incarceration; and the 

incorporation of Iraq and Afghanistan Service Grants into the Pell Grant program so that these grants are not 
subject to sequestration, and can be a predictable source of aid for veterans.  

 Campus Based Aid: As in past budget requests, the administration proposes to level fund Supplemental 
Educational Opportunity Grants (SEOG) and Federal Work Study (FWS), but to apply a new distribution formula to 
update the programs. Federal allocations to institutions would be redistributed to target institutions that enroll and 

graduate Pell students; have low tuition for their sector; and produce graduates who get jobs and can repay their 
loans. Lending authority for Perkins Loans would also be made using this formula, but new mandatory funds would 
be available to provide $8.5 billion annually in loans, which would function like the Direct Loan Program. 
Institutions would retain their flexibility in making awards in the Campus Based Aid programs.  

 Other student aid programs: The budget requests level funding for GEAR UP at $322 million; graduate 

education at $29 million; and TRIO programs at $900 million. Within the TRIO request, the budget proposes a $20 
million set aside for a competitive grant program for existing grantees to evaluate new evidenced-based strategies 
for student support and success. 

New programs 

The education budget includes $140 billion in new mandatory funds (which means funding outside the spending caps) 
for programs across all sectors of education.  

For higher education, the budget includes the following new programs: 

 America’s College Promise (ACP): Also known as “Free Community College,” this program would provide $60 
billion over 10 years for partnerships with states to make two years of community college free for eligible 
students. To participate, states must invest more in higher education and training, and community colleges must 
strengthen their programs and student outcomes. For participating students to remain eligible in the program, 
they must earn at least a 2.5 cumulative average and be on-track for on-time graduation.  
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The ACP has been proposed in the last two budgets, but this year includes a new element targeted at minority-
serving institutions. From the same funding amount, grants would be made to four-year Historically Black Colleges 
and Universities (HBCUs) and Minority-Serving Institutions (MSIs) to provide newly enrolled low-income students 
with two years of free or reduced tuition. To participate, at least 35 percent of the enrollment at HBCUs and MSIs 
must be low-income students. In addition, the institutions must implement innovations to increase completion 
rates, and have guaranteed transfer and admission articulation agreements with community colleges to serve 

transfer students. Pell-eligible students would be eligible for free or reduced tuition.  

 College Opportunity and Graduation Bonus: The budget requests $548 million, or $5.7 billion over 10 years, 
to reward colleges that enroll and graduate low-income students “on time”; have high graduation rates; and low 
default rates. Institutions would receive a grant based on the number of Pell Grant recipients who graduate 
multiplied by a tiered bonus based on institutional type.  

 First in the World: This signature program of the Obama Administration funds competitive grants for innovation 
in higher education, but was given no funding in the final FY 2016 appropriations bill. The budget requests $100 
million, which is a $30 million increase over FY 2015 funding.  

 Teacher and Principal Pathways: The budget proposes to eliminate the $43 million Teacher Quality Partnership 

program, and instead create a new $100 million program for competitive grants to institutions of higher education 
and non-profit organizations to prepare teachers and principals for high-need areas.  

Next Steps 

This budget was delivered a week later than its target date, to a Congress that had dismissed it as irrelevant even 
before seeing the details. Both House and Senate Budget Committee Chairmen said they would not be inviting the 
Office of Management and Budget (OMB) to formally present the president’s budget this year. While not required, the 

OMB hearing has been a traditional step in the congressional budget process. 

Technically, Congress does not need to pass a budget resolution this year, as the Bipartisan Budget Agreement of 
November 2015, set the spending caps for FY 2016 and FY 2017. This should provide for a smooth appropriations 
process before the six-week summer break for party conventions. However, the Freedom Caucus is making noise 
about tamping down spending to FY 2013 sequester levels, which could disrupt regular order.  

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

 

Mixed Reviews on Tax Proposals in President’s Budget  

President Obama’s budget includes several proposals that would significantly impact decision-making for students and 
families, as well as prospective donors to colleges and universities.  

 The president’s proposal would attempt to “streamline” higher education tax benefits by consolidating the 

Lifetime Learning Credit (LLC) into an expanded American Opportunity Tax Credit (AOTC) that is available 
beyond the first four years of college. While no specifics were provided, NAICU is supportive of expanding the 
AOTC beyond the first four years of college, and eliminating the LLC as part of simplification, as long as 
students that are currently receiving a tax benefit don’t lose it. 

 Also in the proposal, Pell Grants would be exempt from both current tax penalties and their presence in the 

current AOTC benefit calculation. While the Administration is supportive of eliminating current taxes on student 
loan forgiveness, unfortunately, they propose repealing the Student Loan Interest Deduction (SLID), describing 
it as “complicated.”  While loan forgiveness should be tax-free, SLID should not be eliminated for new 
borrowers. Not only is SLID not complicated, it is currently the only tax benefit available for students paying 
back loans. 

 The budget again proposes to limit the value of itemized deductions and other tax preferences to 28 Percent. 

The proposal would limit the value of most tax deductions and exclusions to 28 cents on the dollar, a limitation 
that would affect couples with incomes over about $250,000 (singles with incomes over about $200,000). This 
problematic proposal has been included in President Obama’s budget proposals since he’s taken office. Critics of 
the proposal believe charitable giving should be encouraged, not restricted. Past proposals have not had any 
momentum in Congress, as the preservation of the charitable deduction continues to receive bipartisan support.  

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

 

 

Obama Administration Creates Student Aid Enforcement Unit  

As part of the his budget proposal, President Obama announced plans to establish an Enforcement Office at the 

Department of Education to provide increased vigilance and quicker action in fighting fraud in the student aid 
programs. 
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In the announcement, Acting Secretary of Education John King, Jr., stated: “…schools looking to cheat students and 
taxpayers will be held accountable.”  

The new enforcement unit will be headed by Robert Kaye, formerly a lawyer at the Federal Trade Commission where 
he worked on consumer protection. He will report to Jim Runcie, the Chief Operating Officer of the Office of Federal 
Student Aid. 

The new unit will include four divisions:  

1. An investigations unit that will identify misconduct or high-risk activity by higher education institutions.  

2. A Borrower Defense Group that will provide legal analysis and support in analyzing claims by borrowers that 
they have been harmed by an institution and should have their loans forgiven. (See Regulatory Efforts 
Underway to Expand Coverage for Borrower Defenses, January 26, 2016) 

3. The Administrative Actions and Appeals Service Group will impose administrative actions such as emergency, 
termination, limitation, suspension, or fine actions. It will also resolve appeals by program participants 
concerning final audit and final program review determinations. 

4. The Clery Group will ensure compliance with the Jeanne Clery Disclosure of Campus Security Policy and 
Campus Crime Statistics Act. 

The Enforcement Office will have a new group of 50 employees including some from existing units at the Department. 
It will also employ lawyers equipped for such work as issuing subpoenas, to carry out increased legal strategies in its 
work.  

The Administration requested $13.6 million for the Enforcement Office, part of its request for $1.6 billion to administer 
student aid programs. That overall request is $80.1 million over last year’s request, primarily due to increased loan 
servicing costs. The Department plans to proceed with the development of the office regardless of whether it receives 
the funding. 

In another effort to rein in abuse in the student aid programs, the Administration has proposed to restore the 
restriction on the share of a for-profit institution’s revenues derived from student aid from 90 percent to 85percent. In 
addition to reducing the percentage, the Administration’s proposal would include all federal student education benefits, 
such as those from the Veterans’ Department, in the calculation. Such a change cannot be enacted without 
Congressional consent, which is unlikely. 

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

 

 

Additional Accreditation Reforms Offered by Education Department 

In early February, the Department of Education publicly released a series of reforms aimed at further strengthening 
the accreditation process. The changes build off the previously outlined mandates released in November 2015. 

The new requirements—released via memo from Acting Education Secretary John King, Jr. — outline three specific 
recommendations designed for “shared action to improve accreditation”:  

1. Information-Sharing and Coordination: The Department and the accreditors have drafted an information-
sharing framework and agreed to jointly develop plans for regular meetings and information-sharing, including 
information regarding schools that may be facing negative actions. 

2. Flexibility and Differentiated Reviews: The Department will release further guidance within 120 days to 
clarify acceptable practices for differentiated accreditation review. The Department will encourage accreditors 
on specific criteria, such as historical record and outcomes, when applying differentiated flexibility to 
institutions. 

3. Additional Actions to Increase Accreditor Rigor: The Department will release further guidance within 120 
days to increase the rigor of the Department’s processes to determine whether an accrediting agency is 

“effective.” 

Since two of the recommendations involve further guidance from the Department, it is difficult to gauge the immediate 
impact of these reforms. 

Regarding the Department’s plans to increase accreditor rigor for executive recognition, it is unclear whether these 
changes would be enacted via changes to the National Advisory Committee on Institutional Quality and Integrity 
(NACIQI) or through secretarial power. NACIQI was created by Congress in 1992 explicitly to advise the Secretary on 
accreditor recognition. However, final say over accreditor recognition by the federal government lies solely with the 
Secretary.  

For more information, contact Tim Powers, Tim@naicu.edu  
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Education Department Moves Forward on Student Complaint 
Database 

The U.S. Department of Education is moving forward on a plan to create a centralized database to collect complaints 
and feedback from students and borrowers. The initiative, called the Enterprise Complaint System, is intended to be “a 
simple and straightforward way to file complaints and provide feedback about federal student loan lenders, servicers, 
collections agencies, and institutions of higher education.” 

Traditionally, consumer complaints have been aggregated and resolved by the states. Recently, the Department of 
Education created the Federal Student Aid Ombudsman Group which is dedicated to helping resolve disputes related to 
Direct Loans, Federal Family Education Loan (FFEL) Program loans, Guaranteed Student Loans, and Perkins Loans. 

The interaction the new federal database will have with state agencies is unclear. Further questions about the nature 

of the complaint system, including the public disclosure of the complaints, the role that the federal government will 
take in remedying the complaints, the linkages between the federal database and state consumer protection agencies, 
and the future of the ombudsman role also remain unanswered at this time. 

The idea for a centralized complaint database grew from President Obama’s Student Aid Bill of Rights, released in 
March 2015. The Department has charged Federal Student Aid with the development and oversight of this new 
database, scheduled to launch on July 1. 

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