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of S. 1386, a bill to amend the Housing
and Urban Development Act of 1968, to
provide better assistance to low- and
moderate-income families, and for
other purposes.
S. RES. 118
At the request of Mr. LEVIN, the
name of the Senator from Oregon (Mr.
WYDEN) was added as a cosponsor of S.
Res. 118, a resolution urging the Gov-
ernment of Canada to end the commer-
cial seal hunt.
S. RES. 197
At the request of Ms. MIKULSKI, the
names of the Senator from Montana
(Mr. TESTER), the Senator from Nevada
(Mr. REID) and the Senator from Cali-
fornia (Mrs. FEINSTEIN) were added as
cosponsors of S. Res. 197, a resolution
honoring the accomplishments of
AmeriCorps.
AMENDMENT NO. 1071
At the request of Mr. CARDIN, the
names of the Senator from Connecticut
(Mr. LIEBERMAN) and the Senator from
Connecticut (Mr. DobD) were added as
cosponsors of amendment No. 1071 pro-
posed to H.R. 1495, a bill to provide for
the conservation and development of
water and related resources, to author-
ize the Secretary of the Army to con-
struct various projects for improve-
ments to rivers and harbors of the
United States, and for other purposes.
AMENDMENT NO. 1094
At the request of Ms. SNOWE, her
name was added as a cosponsor of
amendment No. 1094 proposed to H.R.
1495, a bill to provide for the conserva-
tion and development of water and re-
lated resources, to authorize the Sec-
retary of the Army to construct var-
ious projects for improvements to riv-
ers and harbors of the United States,
and for other purposes.
AMENDMENT NO. 1098
At the request of Mr. FEINGOLD, the
name of the Senator from Oregon (Mr.
WYDEN) was added as a cosponsor of
amendment No. 1098 proposed to H.R.
1495, a bill to provide for the conserva-
tion and development of water and re-
lated resources, to authorize the Sec-
retary of the Army to construct var-
ious projects for improvements to riv-
ers and harbors of the United States,
and for other purposes.

——————

STATEMENT ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. NELSON of Nebraska (for
himself and Mr. DURBIN):

S. 1391. A bill to amend the Elemen-
tary and Secondary Education Act of
1965 to authorize the Secretary of Edu-
cation to award grants for the support
of full-service community schools, and
for other purposes; to the Committee
on Health, Education, Labor and Pen-
sions.

Mr. NELSON of Nebraska. Mr. Presi-
dent, today I join House Majority
Leader STENY HOYER in introducing
legislation seeking to strengthen our
local communities through coordinated
school-based efforts. The Full-Service
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Community Schools Act establishes an
important grant program supporting a
variety of community services, ranging
from early childhood education and
family literacy efforts to job training
and nutrition services. Our schools
have long served as the bedrock of
local communities; and in a time when
Federal dollars have been used as an
invasive hand, I believe additional re-
sources should be allocated to local
areas supporting enterprising instruc-
tion, public health, job training and
overall community and parental en-
gagement.

The Full-Service Community Schools
Act will direct the Department of Edu-
cation to award grants to local edu-
cational agencies and one or more com-
munity-based organizations, nonprofit
organizations, or other public/private
entities. These full-service community
school dollars will improve the coordi-
nation, delivery, effectiveness, and effi-
ciency of services provided to our chil-
dren and families. Funds will be award-
ed to those grantees coordinating at
least 3 services at a school site, includ-
ing early childhood programs; literacy
and reading programs for youth and
families; parenting education activi-
ties; community service; job training
and career counseling services; nutri-
tion services; primary health and den-
tal care; and preventive mental health
and treatment services.

Priority will be given to grantees
demonstrating a record of effectiveness
and serving at least two schools in
which at least 40 percent of the chil-
dren are from Ilow-income families.
These targeted efforts will support a
more efficient use of Federal, State,
local, and private-sector dollars serv-
ing the needs of children and families.
A synergy of community engagement,
parental enthusiasm, and local leader-
ship is what America needs to address
the growing challenges of our time; and
I will continue working with my col-
leagues to ensure such efforts have the
support of Congress. I encourage Sen-
ators to join me by cosponsoring the
Full-Service Community Schools Act
of 2007.

By Mr. ALEXANDER (for him-
self, Mr. COCHRAN, and Mr. COR-
NYN):

S. 1393. A bill to amend the Immigra-
tion and Nationality Act to prescribe
the binding oath or affirmation of re-
nunciation and allegiance required to
be naturalized as a citizen of the
United States, to encourage and sup-
port the efforts of prospective citizens
of the United States to become citi-
zens, and for other purposes; to the
Committee on the Judiciary.

Mr. ALEXANDER. Mr. President,
Senators from both parties are working
very hard these days to put together an
immigration bill. The majority leader
is working hard to create an environ-
ment in which that can happen, and I
appreciate his doing that. It is not easy
to do. But it is absolutely essential
that we have a comprehensive immi-
gration bill.
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This is not something Members of
the Congress can blame on anybody
else. It is not the Governors’ job, it is
not the mayors’ job, it is not the coun-
ty commissioners’ job, it is not the
Sheriff’s job, it is our job to decide
what our immigration policy should be.
It is our job to secure the border. It is
our job to make certain that those who
come here are legally here. It is also
our job to make sure that those who
come here legally have an opportunity
to become Americans, a chance to be-
come part of our country.

We have a motto above our wall that
says, ‘“‘One from many.” It doesn’t say
“Many from one.”” We are very proud of
our magnificent diversity in this coun-
try. People come here from virtually
every country in the world. Anyone
who has gone to the naturalization
ceremonies can attest, where last year
650,000 new citizens stood in court-
houses all across America, raised their
right hands and swore their allegiance
to this country—nothing is more mov-
ing than that. But as much as we prize
that diversity, what we prize even
more is our ability to turn all that di-
versity into one country.

Unity is harder than diversity. There
are a lot of diverse countries in the
world, and they are ripped apart by
their differences. We have been fortu-
nate. As other countries struggle with
the idea of becoming French, becoming
German, becoming Japanese—it is hard
to do. But in this country, if you be-
come a citizen, you have to become an
American.

How do you do that? You don’t do it
by your race. In fact, our Constitution
says that race cannot be used.

You don’t do it by any other form of
ancestry. It doesn’t matter where your
grandparents came from. What does
matter is that you subscribe to a few
principles and that you learn a com-
mon language. Those are the most
basic elements of the unity, this fragile
and important unity that makes us the
United States of America instead of
just another United Nations.

In anticipation of the immigration
debate next week, I introduce today,
along with Senators COCHRAN and COR-
NYN, what we call the Strengthening
American Citizenship Act. It is an es-
sential part of any immigration bill be-
cause it addresses what happens after
one lawfully becomes a resident of this
country and begins to think about law-
fully becoming a citizen.

This legislation will help legal immi-
grants who are prospective American
citizens learn our common language
and learn about our ways of govern-
ment. I introduced this legislation last
year, in the 109th Congress, when we
considered an immigration bill. It had
several cosponsors and it passed this
body 91 to 1. It was an amendment to
the Senate immigration bill, in April
of 2006.

I hope the Senate will agree again to
make it a part of the bill. It might not
make the most headlines, but it will
make as much lasting difference in im-
migration legislation as possible.
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Here, in brief, is what the legislation
would do. First, it would help prospec-
tive citizens learn English and it would
do that in two ways. It would provide
education grants of up to $500 for
English courses for immigrants who de-
clare their intent to become American
citizens. They might use these grants
of $500, for example, to go to any ac-
credited agency such as ‘“Fuentes,” in
Los Angeles, a place I happen to know
about, which can do, for that amount
of money, an excellent job of helping,
in that case mostly Spanish-speaking
citizens, learn also to speak English.
So it is a $500 voucher, in effect, to help
any lawful person learn English.

Second, it will change the citizenship
rules to allow those who learn to speak
English fluently to reduce from 5 to 4
years the amount of time they have to
wait to become a citizen. These are two
ways we are trying to help people learn
English and by doing that value our
common language.

There are other ways to do that. Sen-
ator KENNEDY and I have talked about
the fact that there are lines of people
in Boston, his State, and Nashville, in
my State, of adults who want to learn
English, but there is no room for them
in the adult education programs we
fund. Perhaps when we pass the Work-
force Investment Act, or other appro-
priations bills, we can find other ways
to help people who want to learn
English, learn English. But this legisla-
tion focuses specifically on prospective
citizens who want to learn English by
giving them a grant to help them do it
and by giving them an incentive to
learn the language fluently. They can
become a citizen then in 4 years in-
stead of 5.

Also, it helps prospective citizens
learn more about the American way of
life. Albert Shanker, the late President
of the American Federation of Teach-
ers, said the common school was cre-
ated in America, the public school, to
help largely immigrant children learn
reading and writing and arithmetic and
what it means to be an American, with
the hope they would go home and teach
their parents.

The last time we had such a large
percentage of foreign-born people in
our country was in about 1900, the turn
of that century. Organizations all over
America got busy helping new arrivals
learn about our country, learn about
our Declaration of Independence, learn
about our Constitution and the ideas
that were part of it because they knew
that, since you do not become a citizen
based upon your race or your ancestry
and you do it upon the idea of America,
that someone needed to help these peo-
ple learn about the idea of America.
Many were very eager to do that.

The legislation I introduced today
would establish a foundation to sup-
port the activities of the Office of Citi-
zenship within the Department of
Homeland Security so that organiza-
tions that want to support and cooper-
ate in efforts to reach out to prospec-
tive citizens can do so.
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It would provide grants to organiza-
tions to provide classes in American
history and civics. We are talking
about a lot of prospective citizens—
650,000 or so last year. After this immi-
gration bill it may be more, because if
you become a citizen, you are going to
have to be legally here. So we want to
make sure we have plenty of help for
these who want to do that.

Third, codify the oath of allegiance.
One of the most remarkable oaths, I
suppose, in the American language, is
the oath of allegiance that the 650,000
new citizens take when they become
Americans. It is an oath that goes all
the way back to George Washington’s
time and Valley Forge. It was essen-
tially the oath that Washington and
his officers took at the beginning of
the American revolution. It says that
I, George Washington, or I, the new cit-
izen, declare that we owe no allegiance
or obedience—in that case, to King
George;

. and that we renounce, refuse and abjure
any allegiance or obedience to him and do
swear that I will, to the utmost of my power,
support, maintain and defend the said United
States.

Essentially, that same oath of alle-
giance is the oath new citizens take.
This elevates that oath of allegiance
from a bureaucratic rule to a part of
the law and gives it the same dignity
that the Pledge of Allegiance has and
the national anthem has. Finally, this
legislation would celebrate new citi-
zens by focusing on these hundreds of
ceremonies that we have, in which peo-
ple from all over the world wear their
best clothes, prove that they have good
character, that they have waited 5
years, that they have learned English,
that they have passed a test about citi-
zenship, and they are ready to say: As
proud as I am of where I came from, I
now pledge my allegiance to the United
States of America.

We want to celebrate those events.
This instructs the Secretary of Home-
land Security to develop and imple-
ment a strategy to make those natu-
ralization ceremonies more important
in the fabric of our everyday life, and
establish an award for citizens who
have been naturalized in the last 10
years who have made an outstanding
contribution to the American Nation.
We all know in our own experiences
that new Americans are sometimes the
best Americans. They make the largest
contribution. They have the best un-
derstanding of our country. We want to
celebrate what they have done.

This is legislation the Senate adopt-
ed before. Senator COCHRAN, Senator
CORNYN, and I are introducing it to
make sure we adopt it again when im-
migration comes up.

I also wish to mention that I intend
on looking at a comprehensive effort
toward the same goal, which I like to
call the American citizenship agenda;
learning English and what it means to
becoming an American. I have identi-
fied several areas, and I may introduce
amendments in many of these areas to
the immigration bill.

May 15, 2007

These were not introduced the last
time, but they would include clarifying
the mission of the Office of Citizenship
within the U.S. Citizenship and Immi-
gration Service, establishing State
citizenship advisory boards in a num-
ber of States, coordinating efforts to-
ward helping immigrants learning
English, American history, and civics.
It would create an employer tax credit
for businesses that help their employ-
ees learn English. As I mentioned ear-
lier, at the beginning of the 20th cen-
tury, there were a great many busi-
nesses hiring new Americans who spent
their money, their time, and their ef-
fort to make sure those new employees
understood what it meant to become
Americans.

One way to meet this need of a large
percentage of foreign-born people in
our country is to provide tax incen-
tives to businesses that help their em-
ployees learn English. Another pro-
posal is to require a demonstration of
English language proficiency when an
individual renews his or her green card;
establishing a Presidential award for
companies that go above and beyond in
bringing their employees together as
Americans; finally, asking for a Gov-
ernment Accountability Office study to
identify the need of lawful permanent
residents not speaking English and the
associated costs; in other words, how
many people living in our country do
not speak English and what would be
the cost and the most effective pro-
grams of helping them learn English.

That is my purpose today, to intro-
duce the Strengthening American Citi-
zenship Act, legislation that passed
when we considered the immigration
bill in 2006, and which Senators COCH-
RAN and CORNYN and I hope will be a
part of this legislation; then to discuss
what I call the Strengthening Amer-
ican Citizenship Agenda, which will be
looking for a variety of other ways to
help make sure we not only celebrate
our diversity but we find ways to cele-
brate our unity.

We can look across the ocean at Eu-
rope and see the struggle in Turkey
right now for that nation’s identity.
We can see the difficulty France and
Germany are having as Muslim work-
ers have a hard time integrating into
their country. We do not want the
United States of America to become a
country where we have enclaves of peo-
ple who have no loyalty to the idea of
this Nation. We want to create an envi-
ronment where everyone has an oppor-
tunity to think about loyalty to this
country, where almost all have a
chance to think about becoming a cit-
izen one day, and where every single
person who lives here has an oppor-
tunity to learn to speak our common
language, not just for their benefit but
so we do not become a tower of Babel
or a United Nations, that we become a
United States of America, as our
Founders envisioned.

By Ms. STABENOW (for herself,
Mr. VOINOVICH, Mr. KERRY, Mr.
LEVIN, and Ms. SNOWE):
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S. 1394. A bill to amend the Internal
Revenue Code of 1986, to exclude from
gross income of individual taxpayers
discharges of indebtedness attributable
to certain forgiven residential mort-
gage obligations; to the Committee on
Finance.

Ms. STABENOW. Mr. President,
under current law, only two categories
of individuals pay tax on the sale of
their principle residence: the truly for-
tunate who have realized a capital gain
of more than $250,000, $500,000 on a joint
return, or the truly unfortunate who
lose equity in their home and are
forced to pay tax if the lender forgives
some portion of the mortgage debt.
Surely this is an anomalous result.

Nevertheless, newspaper and tele-
vision reports describe the burdens
families all over the country are facing
as lenders foreclose on borrowers who
cannot make their mortgage payments.
In more and more circumstances, these
borrowers, often minorities and the el-
derly, are unable to make the esca-
lating payments associated with
subprime loans and some complex ad-
justable rate mortgage products.

Other media reports focus on the
challenges sellers face if they live in
areas with declining home values.
There are instances where the value of
housing in a whole market occasion-
ally falls through no fault of the home-
owner. A plant closes, environmental
degradations are found nearby, a re-
gional economic slump hits hard. This
happened during the 1980s in the oil
patch and in southern California and
New England at the beginning of the
90s.

This is happening right now in Michi-
gan with the depressed automotive in-
dustry. The Detroit metropolitan area
had the highest percentage of house-
holds in foreclosure in the 150 largest
metropolitan areas, with an average of
more than 10,000 foreclosures in each
quarter. The foreclosures affected 1 out
of every 21 households, nearly five
times the national average. Over the
first quarter of 2007, Michigan had over
29,000 foreclosures and Detroit was on
pace to record 11,000 for that same time
period.

One thing these news reports do not
mention is the tax problem that sellers
or those in foreclosure will face if lend-
ers forgive and do not require payment
on some or all of a mortgage debt at
the time of disposition. What happens
to these people who must sell their
homes during a downturn or who can-
not make their payments and go into
foreclosure? They must pay taxes on
the amount forgiven; it is treated as
income.

Below are two hypothetical scenarios
where owners must have to pay taxes
on the amount forgiven and those esti-
mated taxes. The first example is a sit-
uation where there has been a down-
turn in the housing market. The sec-
ond example is where a family, possibly
because of loss of job, illness, or de-
crease in income or significant changes
in the mortgage rate, can neither refi-
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nance the property nor sustain the
payments and the lender forecloses on
the property.

Decrease in home prices or “short sale”

Mortgage $100,000
Market Value at Purchase 100,000
Market Value at Sale 90,000
Sale Price 90,000
Debt R After Sale 10,000
Taxes Due if forgiven by the lender @ 15 percent tax rate ... 1,500
Lender forecloses

Mortgage $100,000
Foreclosure Amount 80,000
Debt R After F 20,000
Taxes Due if forgiven by the lender @ 15 percent tax rate .... 3,000

In the ‘‘short sale’” transaction, if

the lender forgives the $10,000 of out-
standing debt, the family will have tax-
able income of $10,000 on the trans-
action and owe $1,500, even though they
have just sustained an economic loss
and no cash gain.

In a second scenario, if the fore-
closure sale does not cover the amount
of outstanding debt on the property or
$20,000, the lender might forgive re-
maining debt. Again, the borrower is
treated as having received ‘‘income”
when the debt is forgiven and in the ex-
ample, would owe $3,000 in taxes on the
$20,000 that was forgiven.

Clearly it is unfair to tax people on
phantom income, particularly right at
the time they have had a serious eco-
nomic loss and have no cash with
which to pay the tax. My bill, the
Mortgage Relief Act, will relieve fami-
lies of a tax burden when their lender
forgives part of the mortgage on a prin-
cipal residence.

None of us wants to learn that fami-
lies in our own districts will be forced
to pay taxes when they have no money
and have incurred a substantial loss on
what, for most, is the most significant
asset they own, and possibly the only
asset they have. While my legislation
will not repair their credit or punish
those who mislead them into inappro-
priate loans, it will prevent them from
further financial harm.

Mr. KERRY. Mr. President, it is be-
coming more difficult for a middle
class family to purchase a home. Last
week the Senate Finance Committee
held a hearing on middle class eco-
nomic issues. We learned from the wit-
nesses that families are struggling be-
cause their fixed costs are greater and
one of these fixed costs is housing. Pro-
fessor Elizabeth Warren testified that
houses purchased now are only slightly
larger than those purchased in the
1970’s, but the median mortgage pay-
ment is 76 percent larger than a gen-
eration ago.

Today, there are serious problems in
our mortgage lending market which
need to be addressed. Too many fami-
lies are unable to make the monthly
mortgage payments on their homes.
Foreclosure rates are increasing. Some
homeowners who are facing foreclosure
have received what are known as
“‘subprime’” loans which allow an ad-
justable rate of mortgage interest or a
break on payments during the first
years of the mortgage. The ‘‘subprime”
lending market has been an important
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tool to allow people with poor credit
histories to obtain access to credit in-
cluding mortgages. However, in recent
years some lenders have used these
“‘subprime” mortgage loans to put
homeowners into mortgage products
with high interest rates that increase
after a short period of time. Addition-
ally, some homeowners have opted to
buy homes they could not afford by
using the ‘‘subprime’ loan market. In
either case, too many homeowners
have been unable to keep up with the
changes in their mortgage payments
and have been forced into foreclosure.

Last year, the Commonwealth of
Massachusetts had a record 19,487 fore-
closure filings. One of every 92 U.S.
households faced foreclosure and there
are expected to be more disclosures in
2007. Published reports show that Mas-
sachusetts has had approximately
10,000 foreclosures filings already this
year. Monthly payments on millions of
loans are expected to increase dramati-
cally as low introductory interest rates
balloon as much as 50 percent. The
Nonprofit Center for Responsible Lend-
ing predicts that one in five subprime
mortgages done in the past 2 years will
end up in foreclosure.

Today, Senators STABENOW, VOINO-
VICH and I are introducing the Mort-
gage Relief Cancellation Act of 2007.
This legislation will help families who
are faced with mortgages that they are
unable to pay. Fortunately, some lend-
ers are willing to modify loans and for-
give some debt, but the borrower is re-
quired to pay income tax on the can-
celled debt.

Under present law, the discharged
debt is treated as income. Some home-
owners are learning about this rule the
hard way and find themselves owing a
large tax bill on debt that was for-
given. The Mortgage Relief Cancella-
tion Act of 2007 would exclude from in-
come the debt that is forgiven for cer-
tain mortgage loans.

An example of this is a situation in
which a homeowner sells their house to
prevent disclosure and the proceeds do
not cover the full mortgage obligation.
The lender agrees to forgive the dif-
ference. Under the Mortgage Relief
Cancellation Act of 2007, the amount
forgiven would not be included in tax-
able income. This legislation also ad-
dresses forgiveness of debt as part of a
restructuring arrangement.

I urge you to support this legislation.

By Mr. LEVIN (for himself and
Mrs. MCCASKILL):

S. 1395. A bill to prevent unfair prac-
tices in credit card accounts, and for
other purposes; to the Committee on
Banking, Housing, and Urban Affairs.

Mr. LEVIN. Mr. President, I am in-
troducing today, along with Senator
MCcCASKILL, the Stop Unfair Practices
in Credit Cards Act.

Credit cards are a fixture of Amer-
ican family life today. People use them
to buy groceries, to rent a car, shop on
the Internet, pay college tuition, and
even pay their taxes. In 2005, the aver-
age family had five credit cards. Amer-
ican households used nearly 700 million
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credit cards to buy goods and services
worth $1.8 trillion. Credit cards fuel
commerce, facilitate financial plan-
ning, help families deal with emer-
gencies. But credit cards have also con-
tributed to record amounts of house-
hold debt. Some credit card issuers
have socked families with sky-high in-
terest rates of 25 and 30 percent and
higher. They have hit consumers with
hefty fees for late payments, for ex-
ceeding a credit card limit, and other
transactions. In too many cases, credit
card issuers have made it all but im-
possible for working-class families to
climb out of debt.

That is why in 2005, the Permanent
Subcommittee on Investigations,
which I chaired, on which Senator
MCCASKILL serves, initiated an in-
depth investigation into unfair and
abusive credit card industry practices.

In the fall of 2006, the Government
Accountability Office, the GAO, re-
leased a report which I had requested,
which for the first time in years pro-
vided a comprehensive examination of
the interest rates and fees being
charged by credit card companies. Fol-
lowing the release of that report, and
continuing through today, the sub-
committee has been deluged with calls
and letters from Americans expressing
anger and frustration at the way they
have been treated by their credit card
companies, and sharing stories of un-
fair and often abusive practices. The
subcommittee has been examining
those allegations of unfair treatment
and has identified many troubling cred-
it card industry practices which should
be banned or restricted.

Our first hearing in March focused on
industry practices involving grace peri-
ods, interest rates, and fees. It revealed
a number of unfair, often little-known,
and sometimes abusive credit card
practices, which prey upon families ex-
periencing financial hardships, and
squeezed even consumers who pay their
credit card bills on time.

The legislation we are introducing
today is aimed at stopping abusive
credit card practices that trap too
many hard-working families in a down-
ward spiral of debt. American families
deserve to be treated honestly and fair-
ly by their credit card companies. Our
bill would help ensure that fair treat-
ment. Here are a few things our bill
would do. It would stop credit card
companies from charging interest on
debt that is paid on time. It would
crack down on abusive fees, including
repeated late fees and over-the-limit
fees, and fees to pay your bill.

It would also prohibit the charging of
interest on those fees. It would estab-
lish guidelines on interest rate in-
creases, including a cap on penalty in-
terest rate hikes at no more than 7 per-
cent. It would require that increased
interest rates apply only to future
credit card debt and not the debt al-
ready incurred.

Our bill will be referred to the Senate
Banking Committee, which has pri-
mary jurisdiction over credit card leg-
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islation, and which has been holding its
own hearing on unfair credit card prac-
tices. Our friend, Senator DODD, the
committee chairman, has a long his-
tory of fighting credit card abuses.
Senator SHELBY, the ranking Repub-
lican, as well as many other members
of the committee, has also expressed
concern about a number of credit card
problems.

It is my hope our bill and the legisla-
tive record being compiled by our Per-
manent Subcommittee on Investiga-
tions will help the Banking Committee
in its deliberations and help build mo-
mentum to enact legislation halting
the unfair credit card practices that
outrage American consumers. Credit
card abuse is too harmful to American
families, our economy, and our eco-
nomic future to let these unfair prac-
tices continue.

Let me describe the key provisions of
our bill in more detail. The first sec-
tion of the bill would put an end to an
indefensible practice that imposes lit-
tle known and unfair interest charges
on many unsuspecting, responsible con-
sumers. Most credit cards today offer
what is called a grace period. Card-
holders are told that, if they pay their
monthly credit card bill during this
grace period, they will not be charged
interest on the debt for which they are
being billed. What many cardholders do
not realize, however, is that this grace
period typically provides protection
against interest charges only if their
monthly credit card bill is paid in full.
If the cardholder pays less than 100 per-
cent of the monthly bill—even if the
cardholder pays on time—he or she will
be charged interest on the entire billed
amount, including the portion that was
paid by the specified due date.

An example shows why this billing
practice is unfair and should be
stopped. Suppose a consumer who usu-
ally pays his or her credit card account
in full and owes no money as of Decem-
ber 1 makes a lot of purchases in De-
cember. The consumer gets a credit
card bill on January 1 for $5,020, due
January 15. Suppose the consumer pays
that bill on time, but pays $5,000 in-
stead of the full amount owed.

Most people assume that the next bill
would be for the $20 in unpaid debt,
plus interest on that $20. But that com-
monsense assumption is wrong. That is
because current industry practice is to
charge the consumer interest not only
on the $20 that wasn’t paid on time, but
also on the $5,000 that was paid on
time. Let me say that again. Industry
practice is to force the consumer to
pay interest on the portion of the debt
that was paid on time. In other words,
the consumer would pay interest on
the entire $5,020 from the first day of
the billing month, January 1, until the
day the $5,000 payment was made on
January 15, compounded daily. So
much for a grace period. After that, the
consumer would be charged interest on
the $20 past due, compounded daily,
from January 15 to the end of the
month.
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The end result would be a February 1
bill that more than doubles the $20
debt. Using an interest rate of 17.99
percent, for example, in just one
month, the $20 debt would rack up in-
terest charges of more than $35.

Charging $35 of interest over omne
month on a $20 credit card debt is inde-
fensible, especially when applied to a
consumer who paid over 90 percent of
their credit card debt on time during
the grace period. Our legislation would
end this unfair billing practice by
amending the Truth in Lending Act to
prohibit the charging of interest on
any portion of a credit card debt that
is paid on time during a grace period.
Using our example, this prohibition
would bar the charging of interest on
the $5,000 that was paid on time, and
result in a February balance that re-
flects what a rational consumer would
have expected: the $20 past due, plus in-
terest on the $20 from January 1 to
January 31.

The second section of our bill would
address a related unfair billing prac-
tice, which I call ‘‘trailing interest.”
Charging trailing interest on credit
card debt is another widespread, but
little known industry practice that
squeezes responsible and largely
unsuspecting consumers for still more
interest charges.

Going back to our example, you
might think that once the consumer
gets gouged in February by receiving a
bill for $55 on a $20 debt, and pays that
bill on time and in full, without mak-
ing any new purchase, that would be
the end of that credit card debt for the
consumer. But you would be wrong. It
would not be the end.

Even if, on February 15, the con-
sumer paid the February 1 bill in full
and on time—all $556—the next bill
would likely have an additional inter-
est charge related to the $20 debt. In
this case, the charge would reflect in-
terest that would have accumulated on
the $556 from February 1 to 15, which is
the time from when the bill was sent to
the day it was paid. The total interest
charge in our example would be about
38 cents. While some credit card issuers
will waive trailing interest if the next
month’s bill is less than $1, a common
industry practice is to fold the 38 cents
into the next bill if a consumer makes
a new purchase.

Now 38 cents isn’t much in the grand
scheme of things. That may be why
many consumers don’t notice this
extra interest charge or bother to fight
it. Even if someone had questions
about the amount of interest on a bill,
most consumers would be hard pressed
to understand how the amount was cal-
culated, much less whether it was cor-
rect. But by nickel and diming tens of
millions of consumer accounts with
trailing interest charges, credit card
issuers reap large profits.

This little known billing practice,
which squeezes consumers for a few
more cents on the dollar, and targets
responsible cardholders who pay their
bills on time and in full, goes too far.
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If a consumer pays a credit card bill on
time and in full—paying 100 percent of
the amount specified by the date speci-
fied in the billing statement—it is un-
fair to charge that consumer still more
interest on the debt that was just paid.
Our legislation would put an end to
trailing interest by prohibiting credit
card issuers from adding interest
charges to a credit card debt which the
consumer paid on time and in full in
response to a billing statement.

A third problem examined by the
subcommittee involves a widespread
industry practice in which credit card
issuers claim the right to unilaterally
change the terms of a credit card
agreement at any time for any reason
with only a 15-day notice to the con-
sumer under the Truth in Lending Act.

As the National Consumer Law Cen-
ter testified at our hearing, this prac-
tice means that smart shoppers who
choose a credit card after comparing a
variety of card options are continually
vulnerable to a change-in-terms notice
that alters the favorable terms they se-
lected, and provides them with only 15
days to accept the changes or find an
alternative. By asserting the right to
make unilateral changes to credit card
terms on short notice, credit card
issuers undermine not only the bar-
gaining power of individual consumers,
but also principles of fair market com-
petition. Such unilateral changes are
particularly unfair when they alter
material terms in a credit card agree-
ment such as the interest rate applica-
ble to extensions of credit.

That is why our bill would impose
two types of limits on credit card in-
terest rate hikes. First, for consumers
who comply with the terms of their
credit card agreements, the bill would
prohibit a credit card issuer from uni-
laterally hiking an interest rate that
was represented to, and included in the
disclosures provided, to a consumer
under the Truth in Lending Act, unless
the consumer affirmatively agreed in
writing to the increase at the time it is
proposed. This prohibition is intended
to protect responsible consumers who
play by the rules from a sudden hike in
their interest rate for no apparent rea-
son—a complaint that the sub-
committee has heard all too often.
Under our bill, issuers would no longer
be able to unilaterally hike the inter-
est rates of cardholders who play by
the rules.

The bill’s second limit would apply to
consumers who, for whatever reason,
failed to comply with the terms of
their credit card agreement, perhaps by
paying late or exceeding the credit
limit. In that circumstance, credit card
issuers would be permitted to impose a
penalty interest rate on the account,
but the bill would place a cap on how
high that penalty interest rate could
go.
Specifically, the bill would limit any
such penalty rate hike to no more than
a 7 percent increase above the interest
rate in effect before the penalty rate
was imposed. That means a 10 percent
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rate could rise no higher than 17 per-
cent, and a 15 percent rate could not
exceed 22 percent. This type of interest
rate limit is comparable to the caps
that today operate in many adjustable
mortgages. The effect of the credit
card cap would be to prohibit penalty
interest rates from dramatically in-
creasing the interest rate imposed on
the cardholder, as happened in cases
examined by the subcommittee where
credit card interest rates jumped from
10 percent or 15 percent to as much as
32 percent. Penalty interest rate hikes
that double or triple existing interest
rates are simply unreasonable and un-
fair.

If a credit card account were opened
with a low introductory interest rate
followed by a higher interest rate after
a specified period of time, it is in-
tended that the penalty rate cap pro-
posed in the bill would apply to each of
those disclosed rates individually. For
example, suppose the credit card ac-
count had a 0 percent introductory rate
for 6 months and a 12 percent rate after
that. Suppose further that, during the
6-month introductory period, the card-
holder exceeded the credit limit. The
bill would allow the card issuer to im-
pose a penalty interest rate of up to 7
percent for the rest of the 6 month pe-
riod. Once the 6-month period ended, it
is intended that the 12 percent rate
would take effect. If the consumer were
to again exceed the limit, it is intended
that any penalty rate imposed upon
the account be no greater than 19 per-
cent.

If a card issuer were to analyze an ac-
count and conclude that a penalty rate
increase of up to 7 percent would be in-
sufficient to protect against the risk of
default on the account, the issuer could
choose to reduce the credit limit on the
account or cancel the account alto-
gether. If the card issuer chose to can-
cel the account, it is intended that the
consumer would retain the right to pay
off any debt on the account using the
interest rate that was in effect when
the debt was incurred.

The point of the bill’s penalty inter-
est rate cap is to stop penalty interest
rate hikes which are disproportional;
which too often stick families with
sky-high interest rates of 25 percent, 30
percent, and even 32 percent; and which
too often make it virtually impossible
for working American families to
climb out of debt.

Still another troubling practice in-
volving credit card interest rate hikes
is the problem of retroactive applica-
tion. Industry practice today is to
apply an increased interest rate not
only to new debt incurred by the card-
holder, but also to previously incurred
debt.

Retroactive application of a higher
interest rate means that pre-existing
credit card debt suddenly costs a con-
sumer much more to repay. Take, for
example, a $3,000 credit card debt that
a consumer was paying down each
month with timely payments. Sud-
denly, the cardholder falls ill, misses a
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payment or pays it late, and the card
issuer increases the interest rate from
15 percent to 22 percent. If applied to
the existing $3,000 debt, that higher
rate would require the cardholder to
make a much steeper minimum month-
ly payment and pay much more inter-
est than originally planned. That is
often enough to sink a working family
into a deepening spiral of debt from
which they cannot recover.

By making it a common practice to
institute after-the-fact interest rate
hikes for existing credit card debt—in
effect unilaterally changing the terms
of an existing loan—the credit card in-
dustry has unfairly positioned itself to
reap greater profits at consumers’ ex-
pense. Our bill would fight back by lim-
iting the retroactive application of in-
terest rate hikes to lessen the financial
impact on American households. Spe-
cifically, our bill would provide that
interest rate hikes could be applied
only to future credit card debt and not
to any credit card debt incurred prior
to the rate increase. Instead, any ear-
lier debt would continue to accrue in-
terest at the rate previously in effect.

The first set of provisions in our bill
addresses unfair practices related to in-
terest rates. The next set of provisions
targets unfair practices related to fees
imposed on cardholders by credit card
companies.

The need for proconsumer fee protec-
tions is illustrated by the story of Wes
Wannemacher of Ohio, a witness fea-
tured at the subcommittee’s March
hearing. In 2001 and 2002, Mr.
Wannemacher charged about $3,200 on a
new Chase credit card to pay for ex-
penses mostly related to his wedding.
Over the next 6 years, he paid about
$6,300 toward that debt, yet in Feb-
ruary 2007, Chase said that he still
owed them about $4,400.

How could Mr. Wannemacher pay
nearly double his original credit card
debt and still owe $4,400? As he ex-
plained in his testimony, in addition to
repaying the original debt of $3,200, Mr.
Wannemacher was socked with $4,900 in
interest charges, $1,100 in late fees, and
47 over-limit fees totaling $1,500, de-
spite going over his $3,000 credit limit
by a total of $200. These facts show
that Mr. Wannemacher paid $2,600 in
fees on a $3,200 debt. In addition, those
fees were added to his outstanding
credit card balance, and he was charged
interest on the fee amounts, increasing
his debt by hundreds if not thousands
of additional dollars. There is some-
thing so wrong with this picture, that
Chase didn’t even defend its treatment
of the account at the subcommittee
hearing; instead, Chase forgave the
$4,400 debt that it said was still owing
on the Wannemacher credit card.

It is no secret that credit card com-
panies are making a great deal of
money off the fees they are imposing
on consumers. According to GAO, fee
income now produces about 10 percent
of all income obtained by credit card
issuers. The GAO report which I com-
missioned on this subject identified a
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host of different fees that have become
common practice, including fees for
transferring balances, making a late
payment, exceeding a credit limit, pay-
ing a bill by telephone, and exchanging
foreign currency. According to GAO,
late fees now average $34 per month
and over-limit fees average $31 per
month, with some of these fees climb-
ing as high as $39 per month. As Mr.
Wannemacher discovered, these hefty
fees are not only added to the credit
card’s outstanding balance, they also
incur interest. The higher the fees
climb, the higher the balances owed,
and the higher the interest charges on
top of that.

Charging interest on money borrowed
is certainly justified, but squeezing ad-
ditional dollars from consumers by
charging interest on transaction fees
goes too far. Steep fees already deepen
household debt from credit cards; those
fees should not also generate interest
income for the credit card issuer. Our
bill would ban this industrywide prac-
tice by prohibiting credit card issuers
from charging or collecting interest on
the fees imposed on consumers.

Mr. Wannemacher exceeded the $3,000
limit on his credit card on three occa-
sions in 2001 and 2002 for a total of $200.
Over the following 6 years, however, he
was charged over-the-limit fees on 47
occasions totaling about $1,500. In
other words, Chase tried to collect
over-the-limit fees from Mr.
Wannemacher that were seven times
larger than the amount he went over
the limit.

At our March hearing, Chase did not
attempt to defend the 47 over-the-limit
fees it imposed; instead, it announced
that it was changing its policy and
would join with others in the industry
in imposing no more than three over-
the-limit fees in a row on a credit card
account with an outstanding balance
that exceeded the credit limit. While
Chase’s voluntary change in policy is
welcome, it doesn’t go far enough in
curbing abusive practices related to
over-the-limit fees.

First, if a credit card issuer approves
the extension of credit that allows the
cardholder to exceed the account’s es-
tablished credit limit, the issuer should
be allowed to impose only one over-
the-limit fee for that credit extension.
One fee for one violation—especially
when the card issuer facilitated the
violation by approving the excess cred-
it charge.

Second, the fee should be imposed
only if the account balance is over the
credit limit at the end of the billing
cycle. If a cardholder exceeds the limit
in the middle of the billing cycle and
then takes prompt action to reduce the
balance below the limit, perhaps by
making a payment or obtaining a cred-
it for returning a purchase, there is no
injury to the creditor and no justifica-
tion for an over-the-limit fee.

Third, a credit card issuer should im-
pose an over-the-limit fee only when an
action taken by the cardholder causes
the credit limit to be exceeded, and not
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when a penalty imposed by the card
issuer causes the excess charge. The
card issuer should not be able to pile
penalty upon penalty, such as by as-
sessing a late fee on an account and
then, if the late fee pushes the credit
card balance over the credit limit, also
imposing an over-the-limit fee.

In addition, the bill would require
credit card issuers to offer consumers
the option of establishing a true credit
limit on their account—a credit limit
that could not be exceeded, because the
account would be programmed to
refuse approval of any extension of
credit over the established limit. In too
many cases, credit card issuers no
longer provide consumers with the op-
tion of having a fixed credit limit, pre-
ferring instead to enable all of their
cardholders to exceed their credit lim-
its only to be penalized by a hefty fee,
added interest, and, possibly, a penalty
interest rate.

There is more. Another unfair but
common fee is what I call the ‘‘pay-to-
pay fee.” It is the $56 to $15 fee that
many issuers charge consumers to pay
their credit card bill on time by using
the telephone. To me, charging folks a
fee to pay their bills is a travesty. My
bill would prohibit a credit card issuer
from charging a separate fee to allow a
credit cardholder to pay all or part of
a credit card balance.

Another fee that has raised eyebrows
is the one charged by credit card
issuers to exchange dollars into or
from a foreign currency. A number of
issuers today charge an amount equal
to 2 percent of the amount of currency
being exchanged in addition to a 1-per-
cent ‘‘conversion fee’’ charged by Visa
or Master Card, for a total of 3 percent
Our bill responds by requiring foreign
currency exchange fees to reasonably
reflect the actual costs incurred by the
creditor to perform the currency ex-
change, and requiring regulators to en-
sure compliance with that standard.

In addition to unfair practices in-
volving interest rates and fees, the sub-
committee investigation uncovered
several unfair industry practices in-
volving how credit cardholder pay-
ments are applied to satisfy finance
charges and other credit card debt. One
such practice that has caught the sub-
committee’s attention is the industry-
wide practice of applying consumer
payments first to the balances with the
lowest interest rates.

Right now, a single credit card ac-
count often carries balances subject to
multiple interest rates. Credit cards
typically use one interest rate for pur-
chases, another for cash advances, and
a third for balance transfers. Many
card issuers also offer new customers
low introductory interest rates, such
as 0 or 1 percent, but limit these ‘‘come
on’’ rates to a short time period or to
a balance transferred from another
card. Moreover, many of these interest
rates may vary over time, since it is a
common practice to offer variable in-
terest rates that rise and fall according
to a specified rate or index.
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When a consumer payment is made,
credit card issuers currently have com-
plete discretion on how to apply that
payment to the various balances bear-
ing different interest rates. Consumers
are typically given no option to direct
where their payments are applied.
Today, virtually all credit card issuers
apply a consumer payment first to the
balance with the lowest interest rate.
After that balance is paid off, card
issuers apply the payment to the bal-
ance with the next lowest interest rate,
and so on.

This payment practice clearly favors
creditors over consumers. It allows the
card issuers to direct payments first to
the balances that provide them with
the lowest returns, and minimize pay-
ments to the balances bearing the
highest interest rates so those balances
can accumulate more interest for a
longer period. Consumers who want to
pay off a cash advance bearing a 20 per-
cent interest rate, for example, are told
that they cannot make that payment
until they first pay off all other bal-
ances with a lower interest rate.

Our bill would replace this unfair in-
dustrywide practice with a procon-
sumer approach. Reversing current in-
dustry practice, the bill would require
cardholder payments to be applied first
to the balance bearing the highest in-
terest rate, and then to each successive
balance bearing the next highest rate,
until the payment is used up. The bill
would also require credit card issuers
to apply cardholder payments in the
most effective way to minimize the im-
position of any fees or interest charges
to the account.

In addition, the bill would prohibit
credit card issuers from imposing late
fees on consumers if the issuer was
itself responsible for the delay in cred-
iting the payment. For example, if a
card issuer changed the mailing ad-
dress for payments, had to shut down
its mail sorting equipment for repairs,
or mistakenly routed a consumer pay-
ment to the wrong department, the
issuer would not be allowed to assess a
late fee on the cardholder for the re-
sulting late payment. Instead, if the
card issuer caused the late payment, it
would be barred from assessing a late
fee on the consumer.

In addition to provisions to improve
practices related to interest rates, fees,
and consumer payments, the bill would
add two new definitions to the Truth in
Lending Act, intended to further ad-
dress concerns related to unfair credit
card practices.

The first definition involves use of
the term, ‘“‘prime rate.” Many credit
card issuers today use variable interest
rates that are linked to the ‘‘prime
rate’” or ‘‘prime interest rate’” and
vary over time. For example, a disclo-
sure may indicate that a credit card
will bear an interest rate equal to the
prime rate plus a specified number of
percentage points. Since the 1950s, the
term ‘‘prime rate” has been commonly
understood to mean the lowest interest
rate offered by U.S. banks to their



May 15, 2007

most creditworthy borrowers. That is
how the term is defined, for example,
in Webster’s Collegiate Dictionary.

The problem, however, is that no cur-
rent statute or regulation defines the
prime rate referenced in credit card
disclosures under the Truth in Lending
Act, and some card issuers have stated
expressly that the prime rate used in
credit card agreements does not nec-
essarily match the Ilowest interest
rates they provide to their most credit-
worthy borrowers. Litigation has also
arisen between cardholders and card
issuers as to what is meant by the term
and whether cardholders are being mis-
led. A cite is Lum v. Bank of America,
361 F'.3d 217 (3d Cir. 2004).

To remedy this gap in the law, the
bill would require credit card disclo-
sures under the Truth in Lending Act
that reference the prime rate to use
the bank prime loan rate published by
the Federal Reserve Board. This pub-
lished rate is widely accepted in the fi-
nancial community as an accurate de-
piction of the lowest interest rate of-
fered by U.S. banks to their most cred-
itworthy borrowers, and the rate is
readily available to the public on the
Federal Reserve Web site. By man-
dating use of this published rate, the
bill will ensure that consumers are not
deceived by a credit card issuer using a
misleading definition of the commonly
used term ‘‘prime rate.”

The second definition added by the
bill to the Truth in Lending Act in-
volves specifying the ‘“‘primary federal
regulator” of a credit card issuer.
Today, many credit card issuers are
federally chartered or regulated banks
subject to one or more Federal bank
regulators. The bill would make it
clear that when a card issuer is a Fed-
eral bank, its primary Federal regu-
lator is the same primary regulator as-
signed to the bank under Federal bank-
ing law. The provision would also make
it clear that the primary Federal regu-
lator is responsible for overseeing the
bank’s credit card operations, ensuring
compliance with credit card statutes
and regulations, and enforcing the pro-
hibition against unfair or deceptive
acts or practices in the Federal Trade
Commission Act. Another provision in
the bill would make it clear that Fed-
eral regulators are expected to conduct
at least annual audits to ensure card
issuer compliance with the statutes
and regulations seeking to ensure fair
and effective credit card operations.

The next section of the bill would im-
prove current credit card data collec-
tion efforts. Right now, credit card
issuers file periodic reports with the
Federal Reserve providing information
about credit card interest rates and
profits. This data plays a critical role
in credit card oversight efforts, as well
as financial and economic analyses re-
lated to consumer spending and house-
hold debt. The bill would strengthen
current data collection efforts by re-
quiring more specific information on
interest rates and fees. For example,
current data reports cannot be used to
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determine how many credit card ac-
counts have interest rates of 25 percent
or greater, what types of fees are im-
posed on consumers, or how many card-
holders are affected by such interest
rates and fees. The new bill would en-
sure that regulators, credit card users,
and the public have the information
needed to answer those basic questions.

The bill would also require the devel-
opment of credit card industrywide es-
timates of the approximate relative in-
come derived from interest rates, fees
imposed on cardholders, fees imposed
on merchants, and any other material
source of income. GAO provided this
information for the first time in its
2006 report, estimating that the credit
card industry now derives about 70 per-
cent of its income from interest
charges, 20 percent from interchange
fees imposed on merchants, and 10 per-
cent from fees imposed on consumers.
This valuable information should con-
tinue to be collected so that regu-
lators, credit card users, and the public
gain a more informed understanding of
the credit card industry.

The bill’s data collection require-
ments are largely modeled upon and in-
tended to replicate key interest rate,
fee, and revenue data presented by
GAO in its 2006 report, ‘“‘Credit Cards:
Increased Complexity in Rates and
Fees Heightens Need for More Effective
Disclosures to Consumers.”” Credit card
experts were also consulted to deter-
mine what information would be most
helpful to strengthen credit card over-
sight.

The final provision in the bill would
provide a 6-month transition period for
credit card issuers to implement the
bill’s provisions.

Credit card issuers like to say that

they are engaged in a risky business,
lending unsecured debt to millions of
consumers, and that’s why they have
to set interest rates so high and impose
so many fees. But the data shows that,
typically, 95 to 97 percent of U.S. card-
holders pay their bills. And it is clear
that credit card operations are enor-
mously profitable. For the last decade,
credit card issuers have reported year
after year of solid profits, maintained
their position as the most profitable
sector in the consumer lending field,
and reported consistently higher rates
of return than commercial banks. Cred-
it card issuers make such a hefty profit
that they sent out 8 billion pieces of
mail last year soliciting people to sign
up.
With profits like those, credit card
issuers can afford to stop treating
American families unfairly. They can
give up charging interest on debt that
was paid on time, give up charging con-
sumers a fee to pay their bills, give up
hiking interest rates from 15 percent to
32 percent, and give up imposing re-
peated over-the-limit fees for a single
over-the-limit purchase. As one Michi-
gan businessman expressed it to the
subcommittee, ‘I don’t blame the cred-
it card issuers for putting me into debt,
but I do blame them for keeping me
there.”
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Some argue that Congress doesn’t
need to ban unfair credit card prac-
tices; they contend that improved dis-
closure alone will empower consumers
to seek out better deals. Sunlight can
be a powerful disinfectant, which is
why I have strongly urged the Federal
Reserve Board to expedite its regu-
latory effort to strengthen credit card
disclosure and help consumers under-
stand and compare how various credit
cards work. But credit cards have be-
come such complex financial products
that even improved disclosure will fre-
quently not be enough to curb the
abuses—first because some practices
are so complex that consumers can’t
easily understand them, and second be-
cause better disclosure does not always
lead to greater market competition, es-
pecially when virtually an entire in-
dustry is using and benefiting from
practices that disadvantage consumers.

So when we find credit card practices
that are inherently unfair, consumers
are often best served, not by greater
disclosure, but by stopping the unfair
practices that take advantage of them.
Among those practices identified in
this bill are unfair interest charges
that squeeze consumers who pay their
credit card debt on time; unilateral and
retroactive interest rate hikes that
deepen and prolong credit card debt;
unreasonable fees; and payment alloca-
tion practices that prevent consumers
from paying off the credit card debts
bearing the highest interest rates first.

Congress needs to enact proconsumer
legislation that puts an end to unfair
credit card practices. I am afraid that
these practices are too entrenched, too
profitable to the credit card compa-
nies, and too immune to consumer
pressure for the companies to change
them on their own. Our bill offers
measures that would combat a host of
unfair practices that plague consumers
and unfairly deepen and prolong their
debt. I look forward to working with
my colleagues to address these prob-
lems.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 1395

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Stop Unfair
Practices in Credit Cards Act of 2007"".

SEC. 2. STOP UNFAIR INTEREST RATES AND
FEES.

Section 163 of the Truth in Lending Act (15
U.S.C. 1666b) is amended—

(1) by striking the section title and all that
follows through “If an open’ and inserting
the following:

“§163. Billing period and finance charges

‘‘(a) BILLING PERIOD.—

‘(1) FOURTEEN-DAY MINIMUM.—If an open’’;

(2) by striking ““(B) Subsection (a)’’ and in-
serting the following:

‘“(2) EXCUSABLE CAUSE.—Subsection (a)’’;
and
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(3) by adding at the end the following:

“‘(b) NO INTEREST CHARGE ON DEBT THAT IS
PAID OoN TIME.—If an open end consumer
credit plan provides a time period within
which an obligor may repay any portion of
the credit extended without incurring an in-
terest charge, and the obligor repays all or a
portion of such credit within the specified
time period, the creditor may not impose or
collect an interest charge on the portion of
the credit that was repaid within the speci-
fied time period.

‘‘(c) No INTEREST ON DEBT THAT IS PAID ON
TIME AND IN FULL.—In an open end consumer
credit plan, if a billing statement requests
an obligor to repay within a specified time
period all of the credit extended under the
plan and related finance charges, and the ob-
ligor pays all of the specified amount within
the specified time period, the creditor may
not impose or collect an additional interest
charge on the amount that was paid in full
and within the specified time period.

“(d) LIMITS ON INTEREST RATE
CREASES.——

‘(1) IN GENERAL.—With respect to a credit
card account under an open end consumer
credit plan, the creditor shall not increase
the periodic rate of interest applicable to ex-
tensions of credit while such account re-
mains open, unless—

‘“(A) such increase is pursuant to the expi-
ration of an introductory rate which was dis-
closed under section 127(c)(6);

‘(B) such increase is pursuant to the appli-
cation of a variable rate which was disclosed
under section 127(c)(1)(A)(1)(ID);

¢“(C) such increase is pursuant to the appli-
cation of a penalty rate which was disclosed
under subsections (a)(4) and (c)(1)(A){d) of
section 127; or

‘(D) the obligor has provided specific writ-
ten consent to such increase at the time
such increase was proposed.

‘(2) LIMIT ON PENALTY INTEREST RATE.—If
an obligor fails to repay an extension of
credit in accordance with the terms of a
credit card account under an open end con-
sumer credit plan, and the creditor deter-
mines to apply a penalty rate, as described
in paragraph (1)(C), notwithstanding para-
graph (1)(D), such penalty rate may not,
while such account is open, exceed 7 percent-
age points above the interest rate that was
in effect with respect to such account on the
date immediately preceding the first such
penalty increase for such account.

‘‘(e) INTEREST RATE INCREASES LIMITED TO
FUTURE CREDIT EXTENSIONS.—With respect
to a credit card account under an open end
consumer credit plan, if the creditor in-
creases the periodic interest rate applicable
to an extension of credit under the account,
such increased rate shall apply only to ex-
tensions of credit made on and after the date
of such increase under the account, and any
extension of credit under such account made
before the date of such increase shall con-
tinue to incur interest at the rate that was
in effect on the date prior to the date of the
increase.

“(f) No INTEREST CHARGES ON FEES.—With
respect to a credit card account under an
open end consumer credit plan, if the cred-
itor imposes a transaction fee on the obligor,
including a cash advance fee, late fee, over-
the-limit fee, or balance transfer fee, the
creditor may not impose or collect interest
with respect to such fee amount.

‘(g) FIXED CREDIT LIMIT.—With respect to
each credit card account under an open end
consumer credit plan, the creditor shall offer
to the obligor the option of obtaining a fixed
credit limit that cannot be exceeded, and
with respect to which any request for credit
in excess of such fixed limit must be refused,
without exception and without imposing an
over-the-limit fee or other penalty on such
obligor.

IN-
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“(h) OVER-THE-LIMIT FEE RESTRICTIONS.—
With respect to a credit card account under
an open end consumer credit plan, an over-
the-limit fee, as described in section
127(c)(1)(B)(ii)—

‘(1) may be imposed on the account only
when an extension of credit obtained by the
obligor causes the credit limit on such ac-
count to be exceeded, and may not be im-
posed when such credit limit is exceeded due
to a penalty fee, such as a late fee or over-
the-limit fee, that was added to the account
balance by the creditor; and

‘“(2) may be imposed only once during a
billing cycle if, on the last day of such bill-
ing cycle, the credit limit on the account is
exceeded, and no additional over-the-limit
fee shall be imposed in a subsequent billing
cycle with respect to such excess credit, un-
less the obligor has obtained an additional
extension of credit in excess of such credit
limit during such subsequent cycle.

‘(i) OTHER FEES.—

‘(1) NO FEE TO PAY A BILLING STATEMENT.—
With respect to a credit card account under
an open end consumer credit plan, the cred-
itor may not impose a separate fee to allow
the obligor to repay an extension of credit or
finance charge, whether such repayment is
made by mail, electronic transfer, telephone
authorization, or other means.

‘(2) REASONABLE CURRENCY EXCHANGE
FEE.—With respect to a credit card account
under an open end consumer credit plan, the
creditor may impose a fee for exchanging
United States currency with foreign cur-
rency in an account transaction, only if—

‘“(A) such fee reasonably reflects the actual
costs incurred by the creditor to perform
such currency exchange;

‘“(B) the creditor discloses publicly its
method for calculating such fee; and

‘“(C) the primary Federal regulator of such
creditor determines that the method for cal-
culating such fee complies with this para-
graph.

““(j) ANNUAL AUDIT.—The primary Federal
regulator of a card issuer shall audit, on at
least an annual basis, the credit card oper-
ations and procedures used by such issuer to
ensure compliance with this section and sec-
tion 164, including by reviewing a sample of
billing statements to determine when they
were mailed and received, and by reviewing a
sample of credit card accounts to determine
when and how payments and finance charges
were applied. Such regulator shall promptly
require the card issuer to take any correc-
tive action needed to comply with this sec-
tion.”.

SEC. 3. STOP UNFAIR APPLICATION OF CARD
PAYMENTS.

Section 164 of the Truth in Lending Act (15
U.S.C. 1666¢) is amended—

(1) by striking the section heading and all
that follows through ‘‘Payments’ and insert-
ing the following:

“§164. Prompt and fair crediting of payments

‘“(a) IN GENERAL.—Payments’’; and

(2) by adding at the end the following:

“(b) APPLICATION OF PAYMENT.—Upon re-
ceipt of a payment from a cardholder, the
card issuer shall—

‘(1) apply the payment first to the card
balance bearing the highest rate of interest,
and then to each successive balance bearing
the next highest rate of interest, until the
payment is exhausted; and

‘“(2) after complying with paragraph (1),
apply the payment in the most effective way
to minimize the imposition of any finance
charge to the account.

“(c) CHANGES BY CARD ISSUER.—If a card
issuer makes a material change in the mail-
ing address, office, or procedures for han-
dling cardholder payments, and such change
causes a material delay in the crediting of a
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cardholder payment made during the 60-day
period following the date on which such
change took effect, the card issuer may not
impose any late fee or finance charge for a
late payment on the credit card account to
which such payment was credited.”.

SEC. 4. STOP DECEPTIVE DISCLOSURE.

Section 127(e) of the Truth in Lending Act
(15 U.S.C. 1637(e)) is amended by adding at
the end the following:

“(3) INTEREST RATE LINKED TO PRIME
RATE.—If a credit card solicitation, applica-
tion, agreement, or plan specifies use of a
variable interest rate established by ref-
erence to a ‘prime rate’, ‘prime interest
rate’, or similar rate or index, the referenced
rate shall be disclosed and defined as the
bank prime loan rate posted by a majority of
the top 25 (by assets in domestic offices)
United States chartered commercial banks,
as published by the Board of Governors of
the Federal Reserve System. To avoid an un-
fair or deceptive act or practice, a card
issuer may not use the term ‘prime rate’ to
refer to any other type of interest rate.”.
SEC. 5. DEFINITIONS.

Section 103 of the Truth in Lending Act (15
U.S.C. 1602) is amended by adding at the end
the following:

‘‘(cc) PRIMARY FEDERAL REGULATOR.—

‘(1) IN GENERAL.—The term ‘primary Fed-
eral regulator’, when used with respect to a
card issuer that is a depository institution,
has the same meaning as the term ‘appro-
priate Federal banking agency’, under sec-
tion 3 of the Federal Deposit Insurance Act.

‘(2) AREAS OF RESPONSIBILITY.—For each
card issuer within its regulatory jurisdic-
tion, the primary Federal regulator shall be
responsible for overseeing the credit card op-
erations of the card issuer, ensuring compli-
ance with the requirements of this title, and
enforcing the prohibition against unfair or
deceptive acts or practices.”.

SEC. 6. STRENGTHEN CREDIT CARD INFORMA-
TION COLLECTION.

Section 136(b) of the Truth in Lending Act
(15 U.S.C. 1646(b)) is amended—

(1) in paragraph (1)—

(A) by striking ‘“The Board shall” and in-
serting the following:

‘“(A) IN GENERAL.—The Board shall’’; and

(B) by adding at the end the following:

“(B) INFORMATION TO BE INCLUDED.—The in-
formation under subparagraph (A) shall in-
clude, as of a date designated by the Board—

‘(i) a list of each type of transaction or
event for which one or more of the card
issuers has imposed a separate interest rate
upon a cardholder, including purchases, cash
advances, and balance transfers;

‘‘(ii) for each type of transaction or event
identified under clause (i) —

““(I) each distinct interest rate charged by
the card issuer to a cardholder, as of the des-
ignated date; and

‘(IT) the number of cardholders to whom
each such interest rate was applied during
the calendar month immediately preceding
the designated date, and the total amount of
interest charged to such cardholders at each
such rate during such month;

‘“(iii) a list of each type of fee that one or
more of the card issuers has imposed upon a
cardholder as of the designated date, includ-
ing any fee imposed for obtaining a cash ad-
vance, making a late payment, exceeding the
credit limit on an account, making a balance
transfer, or exchanging United States dollars
for foreign currency;

“‘(iv) for each type of fee identified under
clause (iii), the number of cardholders upon
whom the fee was imposed during the cal-
endar month immediately preceding the des-
ignated date, and the total amount of fees
imposed upon cardholders during such
month;
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‘“(v) the total number of cardholders that
incurred any interest charge or any fee dur-
ing the calendar month immediately pre-
ceding the designated date; and

‘(vi) any other information related to in-
terest rates, fees, or other charges that the
Board deems of interest.”’; and

(2) by adding at the end the following:

“(6) REPORT TO CONGRESS.—The Board
shall, on an annual basis, transmit to Con-
gress and make public a report containing an
assessment by the Board of the profitability
of credit card operations of depository insti-
tutions. Such report shall include estimates
by the Board of the approximate, relative
percentage of income derived by such oper-
ations from—

‘““(A) the imposition of interest rates on
cardholders, including separate estimates
for—

‘(i) interest with an annual percentage
rate of less than 25 percent; and

‘(i) interest with an annual percentage
rate equal to or greater than 25 percent;

“(B) the imposition of fees on cardholders;

‘(C) the imposition of fees on merchants;
and

‘(D) any other material source of income,
while specifying the nature of that income.”.
SEC. 7. CONFORMING AMENDMENT.

Section 8 of the Fair Credit and Charge
Card Disclosure Act of 1988 (15 U.S.C. 1637
note) is repealed.

SEC. 8. EFFECTIVE DATE.

This Act and the amendments made by
this Act shall become effective 180 days after
the date of enactment of this Act.

By Mr. REID (for himself and Mr.
COCHRAN):

S. 1398. A bill to expand the research
and prevention activities of the Na-
tional Institute of Diabetes and Diges-
tive and Kidney Diseases, and the Cen-
ters for Disease Control and Prevention
with respect to inflammatory bowel
disease; to the Committee on Health,
Education, Labor, and Pensions.

Mr. REID. Mr. President, I rise today
to introduce legislation focused on a
devastating condition known as in-
flammatory bowel disease, IBD.

Crohn’s disease and ulcerative coli-
tis, collectively known as inflam-
matory bowel disease, IBD, are chronic
disorders of the gastrointestinal tract
which afflict approximately 1.4 million
Americans, 30 percent of whom are di-
agnosed in their childhood years. IBD
can cause severe abdominal pain, fever,
and intestinal bleeding. Complications
related to the disease include; arthri-
tis, osteoporosis, anemia, liver disease,
growth and developmental challenges,
and colorectal cancer. Inflammatory
bowel disease represents a major cause
of morbidity from digestive illness and
has a devastating impact on patients
and families.

In the 108th Congress, I sponsored bi-
partisan legislation focused on IBD.
Several important provisions of that
bill were incorporated into legislation
known as the Research Review Act
which was enacted in 2005.

The legislation I am introducing
today builds on the progress made in
2005 by calling for an increased Federal
investment in biomedical research on
IBD. The hope for a better quality of
life for patients and families depends
on basic and clinical research spon-
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sored by the National Institute of Dia-
betes and Digestive and Kidney Dis-
eases, NIDDK, at the National Insti-
tutes of Health. The Inflammatory
Bowel Disease Research Act calls for
an expansion of NIDDK’s research port-
folio on Crohn’s disease and ulcerative
colitis in order to capitalize on several
exciting discoveries that have broad-
ened our understanding of IBD in re-
cent years. By increasing our invest-
ment in this area, we will maximize
the possibility that we will be able to
offer hope to millions of Americans
who suffer from this debilitating dis-
ease. At the same time, progress in this
area could also mean we would save
millions of dollars in net health care
expenditures through reduced hos-
pitalizations and surgeries.

In addition to biomedical research,
this legislation also calls on the Cen-
ters for Disease Control and Prevention
to expand its IBD epidemiology pro-
gram to include additional studies fo-
cused on pediatric IBD. As I mentioned
earlier, 30 percent of individuals with
IBD are diagnosed in their childhood
years. Children with IBD often miss
school activities for reasons related to
IBD and run the risk of having delayed
puberty and impaired growth as a re-
sult of this illness. It is therefore ap-
propriate that we also dedicate re-
sources to efforts that will allow us to
better understand pediatric IBD.

Mr. President, I urge all Senators to
join me in this important cause by co-
sponsoring the Inflammatory Bowel
Disease Research Act.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 1398

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Inflam-
matory Bowel Disease Research Enhance-
ment Act”.

SEC. 2. FINDINGS.

Congress makes the following findings:

(1) Crohn’s disease and ulcerative colitis
are serious inflammatory diseases of the gas-
trointestinal tract.

(2) Crohn’s disease may occur in any sec-
tion of the gastrointestinal tract but is pre-
dominately found in the lower part of the
small intestine and the large intestine. Ul-
cerative colitis is characterized by inflam-
mation and ulceration of the innermost lin-
ing of the colon. Complete removal of the
colon in patients with ulcerative colitis can
potentially alleviate and cure symptoms.

(3) Because Crohn’s disease and ulcerative
colitis behave similarly, they are collec-
tively known as inflammatory bowel disease.
Both diseases present a variety of symptoms,
including severe diarrhea, abdominal pain
with cramps, fever, and rectal bleeding.
There is no known cause of inflammatory
bowel disease, or medical cure.

(4) It is estimated that up to 1,400,000 peo-
ple in the United States suffer from inflam-
matory bowel disease, 30 percent of whom
are diagnosed during their childhood years.

(5) Children with inflammatory bowel dis-
ease miss school activities because of bloody
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diarrhea and abdominal pain, and many

adults who had onset of inflammatory bowel

disease as children had delayed puberty and
impaired growth and have never reached
their full genetic growth potential.

(6) Inflammatory bowel disease patients
are at high risk for developing colorectal
cancer.

SEC. 3. NATIONAL INSTITUTE OF DIABETES AND
DIGESTIVE AND KIDNEY DISEASES;
INFLAMMATORY BOWEL DISEASE
RESEARCH EXPANSION.

Subpart 3 of part C of title IV of the Public
Health Service Act (42 U.S.C. 285c et seq.) is
amended by adding at the end the following:
“SEC. 434B. INFLAMMATORY BOWEL DISEASE.

‘“(a) IN GENERAL.—The Director of the In-
stitute shall expand, intensify, and coordi-
nate the activities of the Institute with re-
spect to research on inflammatory bowel dis-
ease. Such research may be focused on, but
not limited to, the following areas:

‘(1) Genetic research on susceptibility for
inflammatory bowel disease, including the
interaction of genetic and environmental
factors in the development of the disease.

‘“(2) Research targeted to increase knowl-
edge about the causes and complications of
inflammatory bowel disease in children.

“(3) Animal model research on inflam-
matory bowel disease, including genetics in
animals.

‘(4) Clinical inflammatory bowel disease
research, including clinical studies and
treatment trials.

“(5) Expansion of the Institute’s Inflam-
matory Bowel Disease Centers program with
a focus on pediatric research.

¢“(6) The training of qualified health profes-
sionals in biomedical research focused on in-
flammatory bowel disease, including pedi-
atric investigators.

“(7T) Other research priorities identified by
the scientific agendas ‘Challenges in Inflam-
matory Bowel Disease Research’ (Crohn’s
and Colitis Foundation of America) and
‘Chronic Inflammatory Bowel Disease’
(North American Society for Pediatric Gas-
troenterology, Hepatology and Nutrition).

“(b) AUTHORIZATION OF APPROPRIATIONS.—
To carry out subsection (a), there are au-
thorized to be appropriated $80,000,000 for fis-
cal year 2008, $90,000,000 for fiscal year 2009,
and $100,000,000 for fiscal year 2010.”".

SEC. 4. CENTERS FOR DISEASE CONTROL AND
PREVENTION; EXPANSION OF IN-
FLAMMATORY BOWEL DISEASE EPI-
DEMIOLOGY PROGRAM.

Part A of title III of the Public Health
Service Act (42 U.S.C. 241 et seq.) is amended
by adding at the end the following:

“SEC. 310A. CENTERS FOR DISEASE CONTROL
AND PREVENTION; EXPANSION OF
INFLAMMATORY BOWEL DISEASE
EPIDEMIOLOGY PROGRAM.

‘‘(a) IN GENERAL.—Not later than 1 year
after the date of enactment of this Act, the
Director of the Centers for Disease Control
and Prevention shall expand the Inflam-
matory Bowel Disease Epidemiology Pro-
gram within the National Center for Chronic
Disease Prevention and Health Promotion to
include additional studies focused on—

‘(1) the incidence and prevalence of pedi-
atric inflammatory bowel disease in the
United States;

‘(2) genetic and environmental factors as-
sociated with pediatric inflammatory bowel
disease;

‘“(3) age, race or ethnicity, gender, and
family history of individuals diagnosed with
pediatric inflammatory bowel disease; and

‘‘(4) treatment approaches and outcomes in
pediatric inflammatory bowel disease.

‘“‘(b) CONSULTATION.—The Director shall
carry out subsection (a) in consultation with
a national voluntary patient organization
with experience serving the population of in-
dividuals with pediatric inflammatory bowel
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disease and organizations representing phy-
sicians and other health professionals spe-
cializing in the treatment of such popu-
lations.

“(c) AUTHORIZATION OF APPROPRIATIONS.—
To carry out this section, there are author-
ized to be appropriated $5,000,000 for fiscal
year 2008, and such sums as may be necessary
for each of fiscal years 2009 and 2010.”.

By Mr. BIDEN:

S. 1399. A bill to amend the Internal
Revenue Code of 1986 to combine the
Hope Scholarship Credit and the deduc-
tion for qualified tuition and related
expenses into a refundable college af-
fordability and creating chances for
educational success for students (AC-
CESS) credit, to establish an Early
Federal Pell Grant Commitment Dem-
onstration Program, and to increase
the maximum Federal Pell Grant
Award; to the Committee on Finance.

Mr. BIDEN. Mr. President, I rise
today to introduce the College Afford-
ability and Creating Chances for Edu-
cational Success for Students Act of
2007, or College ACCESS Act. It will
make a 2-year or 4-year college degree
affordable for every student.

The United States is the largest
economy in the world, and our skills,
our brains, are the foundation of our
economic strength. However, if we do
not substantially expand access to
higher education, we will not be able to
count on continued dominance. Con-
sider the facts: China and India both
produce twice as many engineers a
year as we produce. One out of five U.S.
scientists and engineers are foreign-
born. An Indian engineer costs only 20
percent of an American engineer. By
2010, the U.S. will produce about 15 per-
cent of the world’s science and engi-
neering doctorate degrees. This is down
from 50 percent, half the world total, in
1970. High-speed access to information
has leveled the playing field, radiolo-
gists in India are reading x-rays from
American hospitals.

This is a global economy. In a world
where America’s competitive advan-
tage gap is closing fast, we should be
ensuring guaranteeing that every stu-
dent can pursue higher education. The
importance of a college degree has
never been greater, but over the next
decade 2 million students will forgo
college because of cost. The price tag
of a degree at a four year public college
has risen 35 percent in the last b years,
the largest increase in tuition and fees
in any b5-year period in the last 30
years. We can not approach college as
if it is a luxury, rather than a neces-
sity. And we should be worried about
the rising costs that are putting col-
lege out of reach for more and more
Americans. We aren’t giving students
and their families enough financial
support to obtain their educational
goals, it is that simple.

We need to act, and we need to act
now, and that is why I am introducing
the College ACCESS Act. This legisla-
tion addresses some of the disparities
in our current system with innovative
new ways to help Americans pay for
college.
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First, my College ACCESS Plan fully
covers the average cost of tuition and
fees at a 2-year public college and cov-
ers more than half of the average cost
of tuition and fees at a public 4-year
college.

Right now, students and their fami-
lies can take advantage of either the
Hope Credit or the tuition and fees de-
duction, obtaining a maximum benefit
of $1,120 or $1,650, respectively. Al-
though these incentives help to make
college more affordable, they fall far
short of providing the level of relief
needed to ensure that all students can
afford college.

By replacing the Hope Credit and the
tuition and fees deduction with a single
$3,000 credit, the equivalent of a $12,000
deduction, and making it refundable,
middle class and low income families
will get real help with college costs.
My College ACCESS tax credit sim-
plifies this process and is indexed annu-
ally for inflation. So, when the cost of
college goes up, the amount of assist-
ance goes up as well.

Second, my College ACCESS proposal
increases Pell Grants. When this pro-
gram was established, it covered most
of the cost of tuition at a 4-year public
college. This is no longer the case. Cur-
rently, the maximum annual Pell
Grant award is $4,310, and the average
annual cost of tuition and fees at a 4-
year public college is $5,800. Students
are seeing their tuition costs rise every
year while the levels of Federal fund-
ing fail to keep up. This reality is one
that more and more students are facing
every day, a reality that says, you can
g0 to college, but only if you can afford
it, and you won’t get much help from

us.

My College ACCESS Act seeks to
remedy this by raising the maximum
Pell Grant award to $5,100 for 2007-2008,
followed by increases of $300 per year
for the next 5 years, for a maximum
Pell Grant in 2011-2012 of $6,300.

Finally, the College ACCESS Plan
would provide funding for a demonstra-
tion program in four states that would
commit a maximum Federal Pell Grant
award to eligible 8 grade students so
they know they’re going to get this as-
sistance when they graduate. By using
the same eligibility criteria as the Na-
tional School Lunch Program, students
would be identified based on need, and
then provided with information on the
Pell Grant program, the costs of col-
lege, and what Federal and State finan-
cial assistance is available to them.

Right now, students don’t find out if
they are eligible for Federal aid until
their senior year, much less how much
they will receive. If you’ve ever put
kids through college, like I have, you
know that this time frame doesn’t
allow much leeway for planning ahead.
An earlier promise of Federal aid will
begin the conversation about college
early and continue it through high
school. That way, students and their
families can visualize college in their
future, and this goal can sustain them
through the moment they open that
acceptance letter.
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My mother has an expression that I
think rings true in the larger scope of
America: ‘‘Children tend to become
that which you expect of them.” I want
a country where we expect much from
America’s children. Our future, and our
economic security, depend on it.

I ask unanimous consent that a sum-
mary of this bill be included in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE COLLEGE ACCESS ACT OF 2007
TITLE I—COLLEGE ACCESS TAX CREDIT

Consolidate two existing tax incentives—
the Hope Scholarship Credit and the tuition
and fees deduction—and replaces them with
a single $3,000 refundable tax credit that is
the equivalent of a $12,000 deduction. The
College ACCESS Tax Credit would fully
cover the average cost of tuition and fees at
a public two-year college, $2,300, and would
cover more than half of the average cost of
tuition and fees at a public four-year college,
$5,800. Currently, the tuition and fees deduc-
tion has a maximum value of $1,120, about 20
percent of the average cost of tuition and
fees at a public four-year college. The Hope
Scholarship Credit is more valuable, with a
maximum value of $1,650, about 28 percent of
the average cost of tuition and fees at a pub-
lic four-year college.

Expand eligibility for the tax credit to ease
the burden of paying for college for more
families. Currently, the Hope Scholarship
Credit is phased out for married couples
earning $90,000 to $110,000, $45,000 to $55,000
for individuals. Married couples earning
$130,000 to $160,000, $65,000-$80,000 for individ-
uals, are eligible only for a reduced tuition
and fees deduction. The College ACCESS Tax
Credit expands eligibility, providing the full
credit to married couples whose adjusted
gross income is less than $130,000, $65,000 for
individuals and phasing out the credit for
married couples with incomes between
$130,000 and $166,000, $65,000 and $83,000 for in-
dividuals. Broadening the income limits for
this credit would result in approximately 4
million more hard working American fami-
lies being eligible for this assistance than
under the current tax incentives and limits.
Recognizing that the cost of college rises
each year, both the income limits and phase-
out range for the credit would be adjusted
annually for inflation. Furthermore, families
could claim a credit for more than one eligi-
ble dependent in a school year. In pursuing
their education, individuals will be eligible
for credits totaling up to $12,000 toward an
undergraduate degree, associate’s degree,
certificate, or continuing education as well
as credits totaling up to $6,000 toward a grad-
uate degree; as long as they are enrolled at
least half-time.

Make the tuition tax credit refundable.
Making the College ACCESS Tax Credit re-
fundable would expand this incentive to the
very students and families that need it the
most, low income families. This credit would
allow low income families to qualify for up
to $3,000 to cover tuition payments that
aren’t covered by Pell Grants. Low income
students who do attend college often face
prohibitive costs even after receiving aid
from the government and their institution.

TITLE II—EARLY FEDERAL PELL GRANT
COMMITMENT DEMONSTRATION PROGRAM

Fund a demonstration program that would
commit Pell Grants to students in 8 grade.
Currently, most students find out whether or
not they will receive a Pell Grant during
their senior year of high school. Starting the
financial aid process earlier would allow
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families and students to plan ahead for col-
lege and develop an expectation that the fu-
ture includes higher education. The proposal
provides funding for an Early Pell Grant
Commitment Demonstration Program in
four States, each of which would commit
Pell Grants to two cohorts of up to 10,000 8
grade students, one in school year 2007-2008,
and one in school year 2008-2009. Participa-
tion would be contingent on students’ 8
grade eligibility for free or reduced price
meals under the National School Lunch Pro-
gram. Participants would qualify for the
Automatic Zero Expected Family Contribu-
tion on the Free Application for Federal Stu-
dent Aid, FAFSA, guaranteeing them a max-
imum Pell Grant, $4,310 for 2007-08. Addition-
ally, the act requires an independent evalua-
tion to be conducted to determine the im-
pact and effectiveness of the program.

Provide students with essential informa-
tion regarding the costs of college as well as
available State and Federal assistance. The
Early Pell Grant Demonstration Project
would provide funding for States, in conjunc-
tion with the participating local education
agencies, to conduct targeted information
campaigns beginning in the 8 grade and con-
tinuing through students’ senior year. These
campaigns would inform students and their
families of the program and provide informa-
tion about the cost of a college education,
State and Federal financial assistance, and
the average amount of aid awards. A tar-
geted information campaign, along with a
guarantee of a maximum Pell Grant, would
provide information essential to the college-
planning process and would help break down
the barriers that cost and information often
form.

TITLE III—INCREASE FEDERAL PELL GRANT

MAXIMUM AWARD

Expand the maximum Pell Grant from
$4,310 to $5,100. In 1975, the maximum Pell
Grant covered 84 percent of the cost of tui-
tion, fees, room, and board at a four-year
public college (Pell Grants, unlike tax incen-
tives, can be used to pay for the cost of room
and board). The maximum Pell Grant this
year covered 33 percent of the average cost of
tuition, fees, room, and board at a public
four-year college, $12,115. While Congress in-
creased the maximum Pell Grant for 2007-
2008 to $4,310, a more substantial increase is
long overdue, as the cost of tuition has out-
paced the growth in family income for the
last two decades. The College ACCESS Act
would increase the maximum Pell Grant to
$5,100 for 2007-2008, followed by increases of
$300 per year for the next five years, for a
maximum Pell Grant in 2011-12 of $6,300.

ESTIMATED FIVE-YEAR COSTS

Title I—$24.1 Billion

Title II—$35 billion

Title IIT—$36.5 million

By Mr. ENZI (for himself, Mr.
ALEXANDER, Mr. ALLARD, Mr.
BURR, Mr. ISAKSON, and Ms.
MURKOWSKI):

S. 1400. A bill to amend the Higher
Education Act of 1965 to improve the
information and repayment options to
student borrowers, and for other pur-
poses; to the Committee on Health,
Education, Labor, and Pensions.

Mr. ENZI. Mr. President, I rise to
speak about the Student Information
Means a Positive Loan Experience Act,
the SIMPLE Act, which I, along with
Senators ALEXANDER, ALLARD, BURR
and ISAKSON, am introducing today.
With the increasing debt level of many
students, it is important to make sure
borrowers have good options for man-
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aging their debt and good information
on the available options so they make
wise, informed decisions.

We are calling this the SIMPLE Act
for a reason. We have heard testimony
from experts and comments from bor-
rowers and other stakeholders about
the information borrowers receive cur-
rently. On the one hand, borrowers re-
ceive so much information that they
have ‘‘information overload,”” which
leads to confusion. On the other hand,
many borrowers do not receive good in-
formation about the full range of tools
available to help them repay their
loans. What has come through loud and
clear is that we need to simplify the in-
formation and spell out the impact of
selecting various options. Borrowers
need better, clearer information to
help them make better decisions, not
more repayment plans and confusing
choices.

There are already four repayment
plans in the Federal Family Education
Loan program and four in Direct
Loans. From the data we have ob-
tained, it is clear that the vast major-
ity of borrowers with Stafford loans
have a standard repayment plan. Many
borrowers are not taking advantage of
the graduated, extended or income sen-
sitive/income contingent repayment
plans currently available.

Rather than adding another repay-
ment plan, this bill makes the existing
repayment plans more flexible, by pro-
viding borrowers with the option to
pay only the interest on their loans for
the first 2 years they are in repayment,
regardless of their repayment plan. The
bill also expands access to the extended
repayment plan to borrowers with
$20,000 of student loan debt, instead of
the $30,000 currently needed to qualify
for extended repayment plans.

The bill also revises the definition of
economic hardship, raising the eligi-
bility cut-off point to 150 percent of the
poverty line and taking family size
into account when making the deter-
mination of eligibility.

To make sure borrowers understand
the availability of the various options,
and the impact different repayment
plans would have on their payments,
the bill expands and clarifies the infor-
mation to be provided to borrowers
during their exit interview. Informa-
tion on repayment plans available will
include a discussion of the different
features of each plan, average antici-
pated monthly payment amounts, and
the ability of the borrower to prepay
their loans or to change repayment
plans.

The bill requires borrowers to be pro-
vided with clear information on the
availability of deferment and forbear-
ance. These are two excellent debt
management tools, but borrowers must
understand the potential impact on
their loan principal and total interest
paid on their loans when they choose
these options.

During exit counseling, borrowers
must also be provided with information
on the effect of consolidating student
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loans on the borrower’s underlying
loan benefits, including grace periods,
loan forgiveness and cancellation. Bor-
rowers must be informed that different
lenders offering consolidation loans
may offer different borrower benefits.

Last, but not least, borrowers must
be given notice that information on
their student loans is housed in the Na-
tional Student Loan Database and they
must be told how to access their infor-
mation. It will help them keep track of
the status of their loans and the out-
standing principal.

All of this is designed to help bor-
rowers ask questions first, then make
decisions that are right for them. The
concept is simple, and requires a few,
but essential changes to the Higher
Education Act to put them into effect.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 1400

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Student In-
formation Means a Positive Loan Experience
Act of 2007".

SEC. 2. PURPOSE.

The purpose of this Act is to improve—

(1) the repayment plans available to bor-
rowers of loans under title IV of the Higher
Education Act of 1965 (20 U.S.C. 1070 et seq.);
and

(2) borrowers’ understanding of—

(A) the repayment plans available for such
loans;

(B) the conditions under which such loans
may be cancelled or forgiven; and

(C) the availability of deferments, forbear-
ance, and consolidation for such loans, and
the impact on the balance of such loans and
total interest paid of using those options.
SEC. 3. FLEXIBLE REPAYMENT PLANS.

(a) STUDENT LOAN REQUIREMENTS.—Section
427(a)(2)(H) of the Higher Education Act of
1965 (20 U.S.C. 1077(a)(2)(H)) is amended by in-
serting ‘‘, and, if applicable, the option of
electing to delay repayment or principal for
the first 2 years of the repayment period’ be-
fore the semicolon at the end.

(b) FFEL REPAYMENT PLANS.—Section
428(b)(9) of the Higher Education Act of 1965
(20 U.S.C. 1078(b)(9)) is amended—

(1) in subparagraph (A)—

(A) in the first sentence of the matter pre-
ceding clause (i), by inserting ‘‘, and the
election described in subparagraph (C)’’ after
‘“‘thereon”’;

(B) in clause (ii), by inserting *‘, which plan
shall be established by the lender with the
informed agreement of the borrower” before
the semicolon at the end; and

(C) by striking clause (iv) and inserting the
following:

‘“(iv) for new borrowers on or after October
7, 1998, who accumulate outstanding loans
under this part totaling more than $20,000, an
extended repayment plan, with a fixed an-
nual or graduated repayment amount paid
over an extended period, not to exceed 25
years, except that the borrower shall repay
annually a minimum amount determined in
accordance with paragraph (1)(L)(@i).”’; and

(2) by adding at the end the following:

¢“(C) OPTION FOR FIRST 2 YEARS.—A lender
shall offer each new borrower of loans on or
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after October 7, 1998, the opportunity to
elect, for the first 2 years of repayment of
such loans, to delay the repayment of prin-
cipal, regardless of the repayment plan se-
lected under this paragraph.”’.

(c) DIRECT LOAN REPAYMENT PLANS.—Sec-
tion 455(d) of the Higher Education Act of
1965 (20 U.S.C. 1087e(d)) is amended—

(1) in paragraph (1)—

(A) in the matter preceding subparagraph
(A)—

(i) in the first sentence, by inserting ¢, and
the election described in paragraph (6)’’ after
‘““the loan’’; and

(ii) in the third sentence, by striking ‘“‘may
choose’ and inserting ‘‘shall choose from’’;
and

(B) in subparagraph
428(0)(D(AX(V)”
<428(0)(9)(A)({Iv)”’; and

(2) by adding at the end the following:

‘‘(6) OPTION FOR FIRST 2 YEARS.—The Sec-
retary shall offer each new borrower of loans
on or after October 7, 1998, the opportunity
to elect, for the first 2 years of repayment of
such loans, to delay the repayment of prin-
cipal, consistent with section 428(b)(9)(C).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to loans for which the first disbursement is
made on or after October 7, 1998.

SEC. 4. REVISED DEFINITION OF ECONOMIC
HARDSHIP.

Section 435(0)(1) of the Higher Education
Act of 1965 (20 U.S.C. 1085(0)(1)) is amended—

(1) in subparagraph (A)(ii), by striking ‘100
percent of the poverty line for a family of 2”
and inserting ‘150 percent of the poverty line
applicable to the borrower’s family size’’;
and

(2) in subparagraph (B)(ii), by striking ‘‘to
a family of 2 and inserting ‘‘to the bor-
rower’s family size”.

SEC. 5. USEFUL AND COMPREHENSIVE STUDENT
LOAN INFORMATION FOR BOR-
ROWERS.

(a) INSURANCE PROGRAM AGREEMENTS.—
Section 428(b)(1) of the Higher Education Act
of 1965 (20 U.S.C. 1078(b)(1)) is amended—

(1) in subparagraph (X), by striking ‘“and”
after the semicolon;

(2) in subparagraph (Y)(ii), by striking the
period at the end and inserting ‘‘; and’’; and

(3) by adding at the end the following:

‘“(Z) provides that the lender shall, at the
time the lender grants a deferment to a bor-
rower who received a loan under section 428H
and is eligible for a deferment under section
427(a)(2)(C), provide information to the bor-
rower to enable the borrower to understand
the impact of capitalization of interest on
the borrower’s loan principal and total
amount of interest to be paid during the life
of the loan.”.

(b) GUARANTY AGREEMENTS.—Section
428(c)(3)(C) of the Higher Education Act of
1965 (20 U.S.C. 1078(c)(3)(C)) is amended—

(1) in clause (i), by striking ‘“‘and’’ after the
semicolon;

(2) in clause (ii), by striking ‘‘and” after
the semicolon;

(3) by inserting after clause (ii) the fol-
lowing:

‘“(iii) the lender shall, at the time of grant-
ing a borrower forbearance, provide informa-
tion to the borrower to enable the borrower
to understand the impact of capitalization of
interest on the borrower’s loan principal and
total amount of interest to be paid during
the life of the loan; and

‘“(iv) the lender shall contact the borrower
not less often than once every 180 days dur-
ing the period of forbearance to inform the
borrower of—

“(I) the amount of unpaid principal and the
amount of interest that has accrued since
the last statement of such amounts provided
to the borrower by the lender;

©),
and

striking
inserting

by

CONGRESSIONAL RECORD — SENATE

“(II) the fact that interest will accrue on
the loan for the period of forbearance;

‘“(II1) the amount of interest that will be
capitalized, and the date on which capital-
ization will occur;

“(IV) the ability of the borrower to pay the
interest that has accrued before the interest
is capitalized; and

(V) the borrower’s option to discontinue
the forbearance at any time; and’’.

(c) LENDER AGREEMENTS.—Section
428C(b)(1) of the Higher Education Act of 1965
(20 U.S.C. 1078-3(b)(1)) is amended—

(1) in subparagraph (E), by striking ‘‘and”
after the semicolon;

(2) by redesignating subparagraph (F) as
subparagraph (G); and

(3) by inserting after subparagraph (E) the
following:

‘“(F') that the lender shall, upon application
for a consolidation loan, provide the bor-
rower with information about the possible
impact of loan consolidation, including—

‘‘(1) the total interest to be paid and fees to
be paid on the consolidation loan, and the
length of repayment for the loan;

‘“(ii) whether consolidation would result in
a loss of loan benefits under this part or part
D, including loan forgiveness, cancellation,
and deferment;

‘(iii) in the case of a borrower that plans
to include a Federal Perkins Lioan under part
E in the consolidation loan, that once the
borrower adds the borrower’s Federal Per-
kins Loan to a consolidation loan—

‘“(I) the borrower will lose all interest—free
periods that would have been available for
such loan under part E, such as the periods
during which no interest accrues on the Fed-
eral Perkins Loan while the borrower is en-
rolled in school at least half-time, the grace
period, and the periods during which the bor-
rower’s student loan repayments are deferred
under section 464(c)(2); and

‘“(IT) the borrower will no longer be eligible
for cancellation of part or all of a Federal
Perkins loan under section 465(a);

‘(iv) the ability of the borrower to prepay
the consolidation loan, pay such loan on a
shorter schedule, and to change repayment
plans;

‘(v) that borrower benefit programs for a
consolidation loan may vary among different
lenders;

‘“(vi) the consequences of default on the
consolidation loan; and

‘“(vii) that by applying for a consolidation
loan, the borrower is not obligated to agree
to take the consolidation loan; and’’.

(d) INFORMATION DISSEMINATION.—Subpara-
graph (M) of section 485(a)(1) of the Higher
Education Act of 1965 (20 U.S.C. 1092(a)(1)(M))
is amended to read as follows:

‘(M) the terms and conditions of the loans
that students receive under parts B, D, and
E;”.

(e) EXIT COUNSELING.—Subparagraph (A) of
section 485(b)(1) of the Higher Education Act
of 1965 (20 U.S.C. 1092(b)(1)(A)) is amended by
striking the subparagraph designation and
all that follows through ‘465.”” and inserting
the following: ‘‘(A) Each eligible institution
shall, through financial aid offices or other-
wise, provide counseling to borrowers of
loans that are made, insured, or guaranteed
under part B (other than loans made pursu-
ant to section 428C or loans made to parents
pursuant to section 428B), or made under
part D (other than Federal Direct Consolida-
tion Loans or Federal Direct PLUS Loans
made to parents) or E, prior to the comple-
tion of the course of study for which the bor-
rower enrolled at the institution or at the
time of departure from such institution. The
counseling required by this subsection shall
include—

‘(i) information on the repayment plans
available, including a discussion of the dif-
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ferent features of each plan and sample in-
formation showing the difference in interest
paid and total payments under each plan;

‘“(ii) the average anticipated monthly re-
payments under the standard repayment
plan and, at the borrower’s request, the
other repayment plans for which the bor-
rower is eligible;

‘“(iii) such debt and management strategies
as the institution determines are designed to
facilitate the repayment of such indebted-
ness;

‘‘(iv) an explanation that the borrower has
the ability to prepay each such loan, pay the
loan on a shorter schedule, and change re-
payment plans;

‘(v) the terms and conditions under which
the student may obtain full or partial for-
giveness or cancellation of principal or inter-
est under sections 428J, 460, and 465 (to the
extent that such sections are applicable to
the student’s loans);

‘“(vi) the terms and conditions under which
the student may defer repayment of prin-
cipal or interest or be granted forbearance
under subsections (b)(1)(M) and (o) of section
428, 428H(e)(7), subsections (f) and (1) of sec-
tion 455, and section 464(c)(2), and the poten-
tial impact of such deferment or forbear-
ance;

‘“(vii) the consequences of default on such
loans;

‘“(viii) information on the effects of using a
consolidation loan to discharge the bor-
rower’s loans under parts B, D, and E, includ-
ing, at a minimum—

“(I) the effects of consolidation on total in-
terest to be paid, fees to be paid, and length
of repayment;

“(ITI) the effects of consolidation on a bor-
rower’s underlying loan benefits, including
all grace periods, loan forgiveness, cancella-
tion, and deferment opportunities;

‘“(III) the ability of the borrower to prepay
the loan or change repayment plans; and

‘(IV) that borrower benefit programs may
vary among different loan holders; and

‘(ix) a notice to borrowers about the avail-
ability of the National Student Loan Data
System and how the system can be used by
a borrower to obtain information on the sta-
tus of the borrower’s loans.”.

(€3] CONFORMING AMENDMENT.—Section
455(g) of the Higher Education Act of 1965 (20
U.S.C. 1087e(g)) is amended by striking
<428C(b)(1)(F)” and inserting ‘‘428C(b)(1)(G)”.
SEC. 6. REPORT REQUIRED.

Section 141(c) of the Higher Education Act
of 1965 (20 U.S.C. 1018(c)) is amended—

(1) in the subsection heading, by striking
“PLAN AND REPORT”’ and inserting ‘‘PLAN,
REPORT, AND BRIEFING’’; and

(2) by adding at the end the following:

‘“(4) BRIEFING ON ENFORCEMENT OF STUDENT
LOAN PROVISIONS.—The Chief Operating Offi-
cer shall provide an annual briefing to the
members of the authorizing committees on
the steps the PBO has taken and is taking to
ensure that lenders are providing the infor-
mation required under clauses (iii) and (iv)
of section 428(c)(3)(C) and sections
428(b)(1)(Z) and 428C(b)(1)(F).”’.

By Mr. ENZI (for himself, Mr.
ALEXANDER, Mr. ALLARD, Mr.
BURR, Mr. ISAKSON, Mr. ROB-
ERTS, and Ms. MURKOWSKI):

S. 1401. A bill to improve the Na-
tional Student Loan Data System; to
the Committee on Health, Education,
Labor, and Pensions.

Mr. ENZI. Mr. President, I rise to
speak about the Student Financial Aid
Data Privacy Protection Act, which I,
along with Senators ALEXANDER,
ALLARD, BURR, ISAKSON and ROBERTS,
am
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introducing today. In a climate where
our personal financial information is at
risk, it is now more important than
ever to ensure that the Department of
Education is providing appropriate
safeguards around one of the world’s
largest databases, National Student
Loan Data System.

The Department of Education has
not inspired confidence in its ability to
protect its data systems from those
bad actors who would misuse the finan-
cial information of students and par-
ents. Indeed in 2006 the House Com-
mittee on Oversight and Government
Reform gave the Department of Edu-
cation a failing grade for its efforts to
improve the security of its data sys-
tems in compliance with the Federal
Information Security Management
Act.

More recently, on April 17 of this
year the Department of Education sus-
pended the access of lenders, services
and guaranty agencies to the National
Student Loan Data System. While I am
pleased to see that the Department of
Education is monitoring this database,
it is clear from the information pro-
vided by the Department of Education
that this unprecedented restriction of
access was done without having in
place clear standard operating proce-
dures for limiting and restoring access
to the database.

The National Student Loan Data
System is a vital tool for lenders, uni-
versities and students. It is a system
that is absolutely essential to the effi-
cient functioning of our country’s
higher education loan and grant pro-
grams. When the operation of this sys-
tem suffers, students suffer.

Students and parents depend on this
system to consolidate their Iloans.
Lenders and guaranty agencies depend
on this system to verify whether stu-
dents should be entering their repay-
ment period. And our institutions of
higher education depend on this system
to determine whether students are ex-
ceeding caps on how much they should
be borrowing to attend college.

This bill sets out operating principles
for the National Student Loan Data
System, to ensure that the Department
of Education continues to manage this
database in manner that advances the
best interests of students. The bill re-
quires the Department of Education es-
tablish protocols for limiting access to
the database when there are suspicions
that the system is being used inappro-
priately, and the steps to be taken in
order to restore access.

This bill also requires the Depart-
ment of Education, lenders and guar-
anty agencies to assist students and
parents in better understanding how
their sensitive, financial information is
entered into the National Student
Loan Data System and then accessed
by thousands of lenders, consolidators
and guaranty agencies across the coun-
try.

Finally, the bill prohibits nongovern-
mental researchers and policy analysts
from accessing sensitive borrower-spe-
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cific information, and directs the Sec-
retary of Education to explore ways to
empower students and parents to con-
trol which lenders are accessing their
sensitive, financial information.

We must help the 14.3 million stu-
dents and their families who trust the
Department of Education to protect
their personal financial information.
Action is needed to restore confidence
in the ability of the Department of
Education to manage the National Stu-
dent Loan Data System. I want to
thank Senators ALEXANDER, ALLARD,
BURR, ISAKSON and ROBERTS for joining
me in this effort, and look forward to
this bill being included in our efforts to
reauthorize the Higher Education Act.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 1401

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Student Fi-
nancial Aid Data Privacy Protection Act’.
SEC. 2. NATIONAL STUDENT LOAN DATA SYSTEM.

Section 485B of the Higher Education Act
of 1965 (20 U.S.C. 1092b) is amended—

(1) by redesignating subsections (d)
through (g) as subsections (e) through (h), re-
spectively;

(2) by inserting after subsection (c) the fol-
lowing:

“(d) PRINCIPLES FOR ADMINISTERING THE
DATA SYSTEM.—In managing the National
Student Loan Data System, the Secretary
shall take actions necessary to maintain
confidence in the data system, including, at
a minimum—

‘(1) ensuring that the primary purpose of
access to the data system by guaranty agen-
cies, eligible lenders, and eligible institu-
tions of higher education is for legitimate
program operations, such as the need to
verify the eligibility of a student, potential
student, or parent for loans under part B, D,
or E;

‘“(2) prohibiting nongovernmental re-
searchers and policy analysts from accessing
personally identifiable information;

‘(8) creating a disclosure form for students
and potential students that is distributed
when such students complete the common fi-
nancial reporting form under section 483, and
as a part of the exit counseling process under
section 485(b), that—

‘“(A) informs the students that any title IV
grant or loan the students receive will be in-
cluded in the National Student Loan Data
System, and instructs the students on how
to access that information;

‘“(B) describes the categories of individuals
or entities that may access the data relating
to such grant or loan through the data sys-
tem, and for what purposes access is allowed;

‘“(C) defines and explains the categories of
information included in the data system;

‘(D) provides a summary of the provisions
of the Federal Educational Rights and Pri-
vacy Act of 1974 and other applicable Federal
privacy statutes, and a statement of the stu-
dents’ rights and responsibilities with re-
spect to such statutes;

‘“(E) explains the measures taken by the
Department to safeguard the students’ data;
and

‘“(F) includes other information as deter-
mined appropriate by the Secretary;
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‘‘(4) requiring guaranty agencies, eligible
lenders, and eligible institutions of higher
education that enter into an agreement with
a potential student, student, or parent of
such student regarding a loan under part B,
D, or E, to inform the student or parent that
such loan shall be—

‘“(A) submitted to the data system; and

‘(B) accessible to guaranty agencies, eligi-
ble lenders, and eligible institutions of high-
er education determined by the Secretary to
be authorized users of the data system;

‘(6) regularly reviewing the data system
to—

‘“(A) delete inactive users from the data
system;

‘(B) ensure that the data in the data sys-
tem are not being used for marketing pur-
poses; and

‘(C) monitor the use of the data system by
guaranty agencies and eligible lenders to de-
termine whether an agency or lender is ac-
cessing the records of students in which the
agency or lender has no existing financial in-
terest; and

‘‘(6) developing standardized protocols for
limiting access to the data system that in-
clude—

‘‘(A) collecting data on the usage of the
data system to monitor whether access has
been or is being used contrary to the pur-
poses of the data system;

‘(B) defining the steps necessary for deter-
mining whether, and how, to deny or restrict
access to the data system; and

‘(C) determining the steps necessary to re-
open access to the data system following a
denial or restriction of access.”’; and

(3) by striking subsection (e) (as redesig-
nated by paragraph (1)) and inserting the fol-
lowing:

‘‘(e) REPORTS TO CONGRESS.—

‘(1) ANNUAL REPORT.—Not later than Sep-
tember 30 of each fiscal year, the Secretary
shall prepare and submit to the appropriate
committees of Congress a report describing—

‘“(A) the results obtained by the establish-
ment and operation of the National Student
Loan Data System authorized by this sec-
tion;

‘“(B) the effectiveness of existing privacy
safeguards in protecting student and parent
information in the data system;

“(C) the success of any new authorization
protocols in more effectively preventing
abuse of the data system;

‘(D) the ability of the Secretary to mon-
itor how the system is being used, relative to
the intended purposes of the data system;
and

‘“(BE) any protocols developed under sub-
section (d)(6) during the preceding fiscal
year.

“(2) STUDY.—

““(A) IN GENERAL.—The Secretary shall con-
duct a study regarding—

‘(i) available mechanisms for providing
students and parents with the ability to opt
in or opt out of allowing eligible lenders to
access their records in the National Student
Loan Data System; and

‘‘(ii) appropriate protocols for limiting ac-
cess to the data system, based on the risk as-
sessment required under subchapter III of
chapter 35 of title 44, United States Code.

“(B) SUBMISSION OF STUDY.—Not later than
3 years after the date of enactment of the
Student Financial Aid Data Privacy Protec-
tion Act, the Secretary shall prepare and
submit a report on the findings of the study
to the appropriate committees of Congress.”’.

By Mr. GRASSLEY:

S. 1402. A bill to amend the Invest-
ment Advisors Act of 1940, with respect
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to the exemption to registration re-
quirements; to the Committee on
Banking, Housing, and Urban Affairs.

Mr. GRASSLEY. Mr. President, I
would like to introduce an important
piece of legislation aimed at closing a
loophole in our securities laws. This
bill, The Hedge Fund Registration Act,
is pretty simple. It’s only two pages
long. All it does is clarify that the Se-
curities and Exchange Commission has
the authority to require hedge funds to
register, so the government knows who
they are and what they’re doing.

Technically speaking, this bill would
amend section 203(b)(3) of the Invest-
ment Advisers Act of 1940. It would
narrow the current exemption from
registration for certain investment ad-
visers. This exemption is used by large,
private pooled investment vehicles,
commonly referred to as ‘‘hedge
funds.”” Hedge funds are operated by
advisers who manage billions of dollars
for groups of wealthy investors in total
secrecy. They should at least have to
register with the SEC, like other in-
vestment advisors do.

Currently, the exemption applies to
any investment adviser who had fewer
than 15 clients in the preceding year
and who does not hold himself out to
the public as an investment adviser.
The Hedge Fund Registration Act nar-
rows this exemption and closes a loop-
hole in the securities laws these hedge
funds use to avoid registering with the
SEC and operate in secret.

Much has been reported during the
last few years regarding hedge funds
and the market power they yield be-
cause of the large amounts of capital
they invest. In fact, some estimates are
that these pooled investment vehicles
account for nearly 30 percent of the
daily trades in U.S. financial markets.
The power and influence of that
amount of volume is not some passing
fad. It represents a new element in our
financial markets. Congress needs to
ensure that the SEC knows who is con-
trolling these massive pools of money
to ensure the integrity and security of
the markets.

The failure of Amaranth and the in-
creasing interest in hedge funds as in-
vestment vehicles for public pension
money means that this is not just a
high stakes game for the super rich.
Hedge funds affect regular investors.
They affect the markets as a whole.

My recent oversight of the SEC has
convinced me that the Commission and
the Self-Regulatory Organizations,
SROs, need much more information
about the activities of hedge funds in
order to protect the markets from in-
stitutional insider trading and other
potential abuses.

This legislation is one small, simple
step toward greater transparency. All
it does is require that hedge funds reg-
ister and tell the regulators who they
are. This is not a burden. It is just
common sense. Organizations that
wield hundreds of billions of dollars in
market power every day need to reg-
ister with the agency that Americans
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rely on to regulate the financial mar-
kets.

The SEC has already attempted to do
this by regulation. Congress needs to
act because of a decision made last
year by a Federal appeals court. In
2006, the DC Circuit Court of Appeals
overturned an SEC administrative rule
that required registration of hedge
funds. That decision effectively ended
all registration of hedge funds with the
SEC, unless and until Congress takes
action.

The Hedge Fund Registration Act
would respond to that court decision
by narrowing the current registration
exemption and bring much needed
transparency to hedge funds.

Most people say the devil is in the de-
tails. Well here they are. This bill
would authorize the SEC to require all
investment advisers, including hedge
fund managers, to register with the
SEC. Only those that meet all four of
the following criteria would be exempt:
1. managed less than $50 million, 2. had
fewer than 15 clients, 3. did not hold
himself out to the public as an invest-
ment advisor, and 4. managed the as-
sets for fewer than 15 investors, regard-
less of whether investment is direct or
through a pooled investment vehicle,
such as a hedge fund.

The Hedge Fund Registration Act is
a first step in ensuring that the SEC
simply has clear authority to do what
it already tried to do. Congress must
act to ensure that our laws are kept up
to date as new types of investments ap-
pear.

That said, this legislation didn’t have
many friends the last time I introduced
it as an amendment. These funds don’t
want people to know what they do and
have fought hard to keep it that way.
Well, I think that is all the more rea-
son to shed some sunlight on them to
see what they’re up to.

I urge my colleagues to cosponsor
and support this legislation, as we
work to protect all investors, large and
small.

By Mr. INHOFE:

S. 1404. A bill to provide for Congres-
sional authority with respect to cer-
tain acquisitions, mergers, and take-
overs under the Defense Production
Act of 1950; to the Committee on Bank-
ing, Housing, and Urban Affairs.

Mr. INHOFE. Mr. President, this is
an important issue, one I have raised
many times over the years. I have tes-
tified before the Banking Committee,
and introduced numerous bills.

It is not a new issue. There have been
at least four high-profile times in the
last 12 years where proposed foreign ac-
quisitions in the U.S. have threatened
our security.

In 1998, President Clinton tried to
turn over management of a 144-acre
terminal at the former U.S. Naval Sta-
tion in Long Beach to the Chinese
Ocean Shipping Company, COSCO—a
subsidiary of the People’s Liberation
Army.

I am going to quote from an LA
Times article from that time:
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The embattled COSCO deal came to an end
Thursday night, when congressional con-
ferees submitted to Congress the 1998-99 De-
fense Authorization Bill . . . Leading the ef-
fort to block COSCO from the facility were
Sen. James Inhofe (R-OK) and Rep. Duncan
Hunter [of the] San Diego area.

That was one battle that we won.

Since working in 1995 to prevent Los
Angeles ports from being controlled by
Chinese interests, I have continued my
pressure on the issue. For example, I
expressed my concern with the CFIUS
process over 2 years ago in the spring
of 2005 when I delivered four speeches
on China. While examining this issue I
came across a disturbing example of
China buying the U.S. company,
Magnequench Inc., and moving it
piecemeal back to mainland China.

Let me read from the floor speech I
gave on April 4, 2005:

I believe that CFIUS does not have a broad
enough conception of U.S. security. One ex-
ample of CFIUS falling short is with
Magnequench International Incorporated. In
1995 Chinese corporations bought GM’s
Magnequench, a supplier of rare earth metals
used in the guidance systems of smart-
bombs. Over twelve years, the company has
been moved piecemeal to mainland China,
leaving the U.S. with no domestic supplier of
a critical component of rare-earth magnets.
CFIUS approved this transfer.

The United States now has no domes-
tic supplier of rare earth metals, which
are essential for precision-guided mu-
nitions.

That was one we lost.

Following this series of four speeches
that spring, on July 20, 2005, I intro-
duced Senate amendment No. 1311 as
an amendment to the annual National
Defense Authorization Act for Fiscal
Year 2006. My amendment prompted
the very beginning of the legislative
pursuit of this issue in recent years.
For example, my amendment prompted
another, later, second-degree amend-
ment, Senate amendment No. 1335, by
Senator SHELBY, then the chairman of
the Senate Banking Committee.

I also testified before the U.S.-China
Commission on July 21, 2005. The U.S.-
China Economic and Security Review
Commission is a bipartisan committee
created in 2000 to monitor, investigate,
and submit to Congress an annual re-
port on the national security implica-
tions of the bilateral trade and eco-
nomic relationship between the United
States and the People’s Republic of
China.

The Commission is composed of 12
members, 3 of whom are selected by
each of the majority and minority
leaders of the Senate, and the Speaker
and the minority leader of the House.
The Commissioners serve 2-year terms.

Their recommendations are con-
sistent with the amendment I intro-
duced to the Defense authorization bill
that would have made some of the nec-
essary changes to CFIUS.

On September 28, 2005, the Govern-
ment Accountability Office issued a re-
port on CFIUS that is right in line with
the recommendations of the US-China
Commission. So this has not just been
me saying that CFIUS is in need of
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critical change—it’s the U.S.-China
Commission and the GAO as well.

When my amendment stalled over a
committee jurisdictional point, on Sep-
tember 29, 2005, I chose to introduce
the changes as a stand-alone bill, the
Foreign Investment Security Act of
2005, S. 1797, which was referred to the
Banking Committee. That bill was the
first bill introduced in recent years on
this topic.

Later the Banking Committee held a
hearing on the GAO report, and I testi-
fied before them on October 20, 2005, at
that hearing.

In all of these ways I have just men-
tioned, the Banking Committee was
prompted by me to pursue this topic.

In the past couple of years, several
high profile business deals have been
approved by CFIUS that would allow
foreign-owned companies, in particular
companies that are owned or controlled
by foreign governments, to acquire
other companies doing business in the
United States.

More recently I was concerned with
China’s state-owned CNOOC attempted
to buyout Unocal, a US oil company.
We won this one because of Congres-
sional pressure, and CNOOC withdrew
its bid. Over the past 2 years, I have
been pointing out that the CFIUS proc-
ess has ignored some major issues
which threaten our national security.

The most publicized deal was the
state owned Dubai Ports World, DPW,
purchase of Peninsular and Oriental
Steam Navigation, P&O, that would
have allowed DPW to take over the op-
erations at various east coast ports in
the United States. The public outcry
against this deal lead DPW to abandon
its plans to operate the U.S. ports and
that portion of the takeover was sold
to U.S. based companies. However since
the DPW-P&O deal was canceled, other
transactions have been approved by
CFIUS that are just as questionable.

CFIUS has received over 1,600 notifi-
cations and investigated under 40. Of
those, only one acquisition has been
stopped by the President.

This is a critical issue at a critical
time. CFIUS seems to only get scru-
tiny when some major deal is in the pa-
pers. I have been paying attention to it
all along. It needs reform, and I hope
we can make some progress.

I am glad that Congress is now tak-
ing a closer look at CIFIUS reform.
Rest assured that I continue to push
for this badly needed reform and as
Congress addresses this issue, I will
keep your thoughts in mind.

Note too that I will ensure in par-
ticular that the national security as-
pects of this work are appropriately at-
tended to. I will not stand idly by and
allow a bill that is weak on national
defense to pass.

Let us all work together to ensure
that the legislative process performs
appropriately to defend our Nation,
and let this bill I am introducing today
be a new start.

CONGRESSIONAL RECORD — SENATE

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 199—CALL-
ING FOR THE IMMEDIATE AND
UNCONDITIONAL RELEASE OF
DR. HALEH ESFANDIARI

Mr. SMITH (for himself and Mrs.
CLINTON) submitted the following reso-
lution; which was referred to the Com-
mittee on Foreign Relations.

S. REs. 199

Whereas Dr. Haleh Esfandiari is one of the
United States’s most distinguished analysts
of Iranian politics and is the Director of the
Middle East Program at the Woodrow Wilson
International Center for Scholars;

Whereas Dr. Esfandiari is a dual citizen of
Iran and the United States;

Whereas Dr. Esfandiari has served as a
communications bridge between the United
States and Iran, advocating diplomacy and
dialogue;

Whereas Dr. Esfandiari travels to Iran
twice a year to visit with her mother;

Whereas, in late December 2006, Dr.
Esfandiari traveled to Iran to visit her ailing
93 year old mother for 1 week;

Whereas the current Iranian President,
Mahmoud Ahmadinejad, has initiated a
crackdown on scholars and journalists in-
cluding Dr. Esfandiari, Canadian-Iranian
philosopher Ramin Jahanbegloo, and jour-
nalist Parnaz Azima;

Whereas, on December 30, 2006, Dr.
Esfandiari was robbed of her Iranian and
American passports and travel documents at
knife-point by 3 masked men on the way to
the airport to return to the United States;

Whereas Dr. Esfandiari was held in Iran
under house arrest for 4 months, interro-
gated under conditions of intimidation and
threat, and, on May 8, 2007, was imprisoned
in the notorious Evin prison in Tehran;

Whereas Dr. Esfandiari has been falsely ac-
cused by a news agency in Iran of being a spy
for Mossad, of serving as the head of the Iran
section of the American Israel Public Affairs
Committee, and of encouraging an uprising
against the regime in Tehran; and

Whereas senior government officials have
conveyed the United States’s opposition to
this unjustified imprisonment: Now, there-
fore, be it

Resolved, That the Senate—

(1) condemns the arrest, interrogation, and
imprisonment of Dr. Haleh Esfandiari as a
deliberately provocative and illegal act;

(2) deplores the continuing crackdown in
Iran on journalists and scholars and the de-
liberate dissemination of misinformation re-
garding their activities; and

(3) demands the immediate, safe, and un-
conditional release of Dr. Haleh Esfandiari
from custody, the reissuance of appropriate
travel documents for Dr. Esfandiari, and the
provision of safe passage out of Iran.

———

SENATE RESOLUTION 200—COM-
MENDING LOUISIANA JOCKEYS
FOR THEIR CONTINUED SUCCESS
IN THE KENTUCKY DERBY AT
CHURCHILL DOWNS

Mr. VITTER. (for himself and Ms.
LANDRIEU) submitted the following res-
olution; which was referred to the
Commitee on the Judiciary:

S. RES. 200

Whereas jockey Calvin Borel successfully
won the 133rd running of the Kentucky
Derby at Churchill Downs on May 5, 2007;

Whereas Calvin Borel rallied Street Sense
from 19th place to pass the pacesetting Hard
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Spun in the stretch and draw away to a 2Vi-
length victory;

Whereas the victory was Calvin Borel’s
first in the Kentucky Derby;

Whereas Calvin Borel was born on Novem-
ber 7, 1966, in St. Martinsville, Louisiana;

Whereas Calvin Borel hails from South
Louisiana, the heart of Cajun Country, fa-
mous for its production of many top jockeys
during the last 20 years; and

Whereas Calvin Borel’s victory in the 133rd
running of the Kentucky Derby solidifies his
place in a tradition of Liouisiana jockeys who
have won the Kentucky Derby, such as Eric
Guerin (1947), Edward Delahoussaye (1982,
1983), Craig Perret (1990), and Kent
Desormeaux (1998, 2000): Now, therefore, be it

Resolved, That the Senate—

(1) commends Louisiana jockeys for their
continued success at one of America’s most
heralded thoroughbred horseracing events,
the Kentucky Derby at Churchill Downs;

(2) recognizes jockey Calvin Borel for win-
ning the 133rd running of the Kentucky
Derby on May 5, 2007;

(3) recognizes the achievements of all the
owners, trainers, and support staff who were
instrumental in helping Calvin Borel and
Street Sense to victory; and

(4) recognizes the achievements of all cur-
rent and former Louisiana jockeys in the
Kentucky Derby.

———
SENATE RESOLUTION  201—SUP-
PORTING THE GOALS AND
IDEALS OF ‘“NATIONAL LIFE IN-

SURANCE AWARENESS MONTH”

Mr. CHAMBLISS. (for himself and
Mr. NELSON) submitted the following
resolution; which was referred to the
Commitee on Banking, Housing, and
Urban Affairs:

S. REs. 201

Whereas life insurance is an essential part
of a sound financial plan;

Whereas life insurance provides financial
security for families by helping surviving
members meet immediate and long-term fi-
nancial obligations and objectives in the
event of a premature death in their family;

Whereas approximately 68,000,000 United
States citizens lack the adequate level of life
insurance coverage needed to ensure a secure
financial future for their loved ones;

Whereas life insurance products protect
against the uncertainties of life by enabling
individuals and families to manage the fi-
nancial risks of premature death, disability,
and long-term care;

Whereas individuals, families, and busi-
nesses can benefit from professional insur-
ance and financial planning advice, including
an assessment of their life insurance needs;
and

Whereas numerous groups supporting life
insurance have designated September 2007 as
“National Life Insurance Awareness Month”
as a means to encourage consumers to—

(1) become more aware of their life insur-
ance needs;

(2) seek professional advice regarding life
insurance; and

(3) take the actions necessary to achieve fi-
nancial security for their loved ones: Now
therefore, be it

Resolved, That the Senate—

(1) supports the goals and ideals of ‘‘Na-
tional Life Insurance Awareness Month”’;
and

(2) calls on the Federal Government,
States, localities, schools, nonprofit organi-
zations, businesses, and the citizens of the
United States to observe the month with ap-
propriate programs and activities.
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