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To provide for institutional risk-sharing in the Federal student loan programs.

Mr.
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IN THE SENATE OF THE UNITED STATES

OCTOBER 26, 2017
REED (for himself, Mr. DURBIN, Ms. WARREN, and Mr. MURPIIY) intro-
duced the following bill; which was read twice and referred to the Com-
mittee on Health, Education, Labor, and Pensions

A BILL

To provide for institutional risk-sharing in the Federal

student loan programs.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Protect Student Bor-
rowers Act of 20177,

SEC. 2. PURPOSE.

The purpose of this Act is to protect student bor-

rowers by requiring institutions of higher education to as-

sume some of the risk of default for student loans under



2
I part D of title IV of the Higher Education Act of 1965

2 (20 U.S.C. 1087a et seq.).

3 SEC. 3. INSTITUTIONAL REBATES TO THE DEPARTMENT OF
4 EDUCATION FOR DEFAULTED LOANS.

5 Section 454 of the Higher Education Act of 1964 (20
6 U.S.C.1087d) is amended—

7 (1) 1 subsection (a)—

8 (A) in paragraph (5), by striking “and”
9 after the semicolon;

10 (B) in paragraph (6), by striking the pe-
11 riod at the end and inserting ““; and’’; and

12 (C) by adding at the end the following:

13 “(7) provide that the institution accepts the in-
14 stitutional risk-sharing requirements under sub-
15 section (d), if applicable.”; and

16 (2) by adding at the end the following:

17 “(d) INSTITUTIONAL RISK-SHARING FOR STUDENT

18 L.oAN DEFAULTS.

19 “(1) IN GENERAL.—Subject to paragraph (3),
20 each institution of higher education participating in
21 the direct student loan program under this part for
22 a fiscal year that has a rate of participation in such
23 program for all students enrolled at that institution
24 for such fiscal year that is 33 percent or higher shall
25 remit, at such times as the Secretary may specify,
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3
a risk-sharing payment based on a percentage of the
volume of student loans under this part that are in
default, as determined under paragraph (2).

“(2) DETERMINATION OF RISK-SHARING PAY-

MENTS.—Subject to paragraph (3), with respect to
each fiscal year, an institution of higher education
described in paragraph (1) that has a cohort default
rate (as defined in section 435(m))—

“(A) that is 30 percent or higher for the
most recent fiscal year for which data are avail-
able, shall pay to the Secretary for the fiscal
year an amount that is equal to 20 percent of
the total amount (including interest and collec-
tion fees) of loans made under this part to stu-
dents of such cohort that are in default;

“(B) that is lower than 30 percent but not
lower than 25 percent for the most recent fiscal
year for which data are available, shall pay to
the Secretary for the fiscal year an amount that
is equal to 15 percent of the total amount (in-
cluding interest and collection fees) of loans
made under this part to students of such cohort
that are in default;

“(C) that is lower than 25 percent but not

lower than 20 percent for the most recent fiscal
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yvear for which data are available, shall pay to
the Secretary for the fiscal year an amount that
is equal to 10 percent of the total amount (in-
cluding interest and collection fees) of loans
made under this part to students of such cohort
that are in default; or

“(D) that is lower than 20 percent but not
lower than 15 percent for the most recent fiscal
year for which data are available, shall pay to
the Secretary for the fiseal year an amount that
is equal to 5 percent of the total amount (in-
cluding interest and collection fees) of loans
made under this part to students of such cohort
that are in default.

“(3) WAIVER AND REDUCED RISK-SHARING

PAYMENTS.—

“(A) WAIVER.—The Secretary shall waive
the risk-sharing payments described in para-
oraph (1) for an institution described in para-
oraph (2)(D) that meets the requirements of
subparagraph (D).

“(B) REDUCED  RISK-SHARING  PAY-

MENTS.—If an institution has in place a stu-
dent loan management plan described in sub-

paragraph (D) that is approved by the Sec-
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5

retary, the Secretary shall reduce the total an-

nual amount of risk-sharing payments as fol-

lows:

*S 2028 IS

“(1) With respect to an institution
with a cohort default rate deseribed in
paragraph (2)(A), the risk-sharing pay-
ment shall be in an amount that is equal
to 15 percent of the total amount (includ-
ing interest and collection fees) of loans
made under this part to students of such
cohort that are in default.

“(11) With respect to an institution
with a cohort default rate described in
paragraph (2)(B), the risk-sharing pay-
ment shall be in an amount that is equal
to 10 percent of the total amount (includ-
ing interest and collection fees) of loans
made under this part to students of such
cohort that are in default.

“(m1) With respect to an institution
with a cohort default rate described in
paragraph (2)(C), the risk-sharing pay-
ment shall be in an amount that is equal
to 5 percent of the total amount (including

imterest and collection fees) of loans made
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under this part to students of such cohort

that are in default.

“(C) CONTINUATION OF WAIVER OR RE-
DUCED PAYMENTS.—An institution that re-
ceives a waiver under subparagraph (A) or a re-
duced risk-sharing payment under subpara-
oraph (B) may receive a waiver or reduced pay-
ment for a subsequent fiscal year only if the
Secretary determines that the institution is
making satisfactory progress in carrying out the
student loan management plan described in
subparagraph (D), including evidence of the ef-
fectiveness of the individualized financial aid
counseling for students.

“(D)  STUDENT LOAN  MANAGEMENT
PLAN.—An institution that seeks a waiver or
reduction of its risk-sharing payment, shall de-
velop and carry out a student loan management
plan that shall include an analysis of the risk
factors correlated with higher student loan de-
faults that are present at the institution and
actions that the institution will take to address
such factors. Such plan shall include individual-

ized financial aid counseling for students and
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strategies to minimize student loan default and

delinquency.

“(E) WAIVER OR REDUCTION FOR CER-

TAIN INSTITUTIONS.—In addition to the other

risk-sharing payment waivers and reductions

described in this paragraph, the Secretary may

waive or reduce risk-sharing payments if—

“(1) an institution is eligible under—
“(I) part A or part B of title 1II;
or
“(II) title V; and
“(i1) the Secretary determines that—
“(I) the institution is making
satisfactory progress in carrying out
the institution’s student loan manage-
ment plan desceribed under subpara-
oraph (D); and
“(IT) granting a waiver or reduc-
tion of risk-sharing payments would
be in the best interest of students at

the nstitution.

“(4) PromBITION.—An institution of higher

education shall not deny admission or financial aid

to a student based on a perception that such student
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may be at risk for defaulting on a loan made under
this part.

“(5) FUND FOR THE DEPOSIT OF RISK-SHAR-
ING PAYMENTS.—

“(A) IN GENERAL.—There is established in
the Treasury of the United States a separate
account for the deposit of risk-sharing pay-
ments collected under this subsection for the
purpose of reducing student loan debt, delin-
quency, and default. The Secretary shall deposit
any payments collected pursuant to this sub-
section into such fund.

“(B) USE OF FUNDS.—Of the amounts in
the fund described in subparagraph (A), for
each fiscal year—

“(1) not more than 50 percent of such
amounts shall be made available to the
Secretary to enter into contracts or cooper-
ative agreements for delinquency and de-
fault prevention or rehabilitation under
section 456(c); and

“(11) the Secretary shall reserve the
remainder of such amounts for a Federal
Pell Grant fund that shall be used to in-

crease the maximum Federal Pell Grant
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award available to students who attend an

mstitution—

“(I) that participates in the di-
rect student loan program under this
part;

“(II) in which not less than 33
percent of the students enrolled at the
institution have received a Federal
Pell Grant; and

“(III) that has a rate of partici-
pation in the direct student loan pro-
oram under this part for all students
enrolled at that institution for such
fiscal year that is—

“(aa) 33 percent or higher
and such institution is not sub-
ject to the risk-sharing payments
under this subsection; or

“(bb) less than 33 percent
and such institution has a cohort
default rate of less than 15 per-
cent for the most recent fiscal

year for which data are available.

APPLICABILITY.—The Secretary shall

carry out this subsection beginning with the cohort
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10
default rate for the 2017 cohort. The 2017 cohort

shall include current and former students who enter
repayment in fiscal year 2017.

“(7) REPORT TO CONGRESS.—The Secretary
shall report on an annual basis to the Committee on
Health, Education, Labor, and Pensions of the Sen-
ate and the Committee on Kducation and the Work-

force of the House of Representatives the following
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mformation:

“(A) A list of institutions that have been
subject to risk-sharing payments in the previous
year.

“(B) The required risk-sharing payment
from such institutions.

“(C) The amount of risk-sharing payments
collected from such institutions.

“(D) A list of the institutions that have re-
ceived waivers from the risk-sharing payment
and the reason for such waiver.

“(E) A list of the institutions that have re-
ceived reductions in the required risk-sharing
payment.

“(F) The use of funds deposited from risk-

sharing payments, including—
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“(1) the amount reserved for contracts
or cooperative agreements for delinquency
and default prevention or rehabilitation;

“(11) a list of contracts or cooperative
agreements entered into for delinquency
and default prevention or rehabilitation;

“(111) information on the performance
of such contracts or cooperative agree-
ments;

“(iv) the amount reserved for the
Federal Pell Grant program; and

“(v) a list of institutions for which
students 1n attendance at the institution
are eligible for the increased maximum
Federal Pell Grant under paragraph
(5)(B)(11) and the amount of such in-
crease.”’.

SEC. 4. CONTRACTS AND COOPERATIVE AGREEMENTS.
Section 456 of the Higher Education Act of 1965 (20
U.S.C. 1087f) is amended by adding at the end the fol-
lowing:
“(¢) CONTRACTS AND COOPERATIVE AGREEMENTS
FOR DELINQUENCY AND DEFAULT PREVENTION AND FOR

DErAULT REHABILITATION.—The Secretary may enter

into contracts or cooperative agreements for

*S 2028 IS
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1 “(1) statewide or institutionally based programs
2 for the prevention of Federal student loan delin-
3 quency and default at institutions of higher edu-
4 cation that—

5 “(A) have a high cohort default rate as de-
6 fined under section 435(m); or

7 “(B) serve large numbers or percentages of
8 student loan borrowers who have a risk factor
9 associated with higher default rates on Federal
10 student loans under this title, such as coming
11 from a low-income family, being a first genera-
12 tion postsecondary education student, not hav-
13 g a secondary school diploma, or having pre-
14 viously defaulted on, and rehabilitated, a loan
15 made under this title; and

16 “(2) increasing the number of borrowers who
17 successfully rehabilitate defaulted loans.”.

18 SEC. 5. FINANCIAL RESPONSIBILITY.
19 Section 498(¢)(1) of the Higher Education Act of
20 1965 (20 U.S.C. 1099¢(¢)(1)) is amended by striking sub-

21 paragraph (C) and inserting the following:

22 “(C) to meet all of its financial obligations, in-
23 cluding institutional risk-sharing payments, refunds
24 of institutional charges, and repayments to the Sec-
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retary for liabilities and debts incurred in programs

administered by the Secretary.”.

SEC. 6. GENERAL ACCOUNTABILITY OFFICE STUDIES.

Not later than 12 months after the date of enactment
of the Protect Student Borrowers Act of 2017, the Comp-
troller General of the United States shall report to the
Committee on Health, Education, Labor, and Pensions of
the Senate and the Committee on Education and the
Workforce of the House of Representatives the results of
a study that addresses the following:

(1) How a repayment rate metric could be used
in place of or in conjunction with the cohort default
rate for institutional eligibility and risk-sharing.

(2) The implications of using a cohort repay-
ment rate versus other types of repayment rate.

(3) The considerations that should be taken
into account before transitioning from the current
cohort default rate metric to a repayment rate met-
ric.

(4) The impact on risk-sharing payments and
institutional eligibility if the cohort default rate were
based on 5 years instead of 3 years.

O

*S 2028 IS




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		Superintendent of Documents
	2017-10-31T20:56:44-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




