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DATE: October 12, 2012 
TO:  ACCT Membership  
FROM:    ACCT Public Policy Office 
SUBJECT:   FEDERAL RELATIONS UPDATE 
              
 
As the 112th Congress comes to a close at the end of this year, it’ll be remembered as one of the most 
divisive Congresses in recent memory. Infighting even amongst political parties made the passage of 
substantive legislation very challenging.  As the federal fiscal year ends, party leaders were able to agree 
to deals to extend the subsidized Stafford loan interest rates at their current levels, as well as a six-month 
continuing resolution to fund the government.  There are signs that both sides would like to work 
together.   
 
After the elections, Congress has a long to-do list.  A looming sequestration and expiring Bush-era tax 
cuts are at the top of that list.  There is a strong possibility that Congress may kick the can down the road 
on one, if not all, of these items. 
 
 
FISCAL YEAR (FY) 2013 APPROPRIATIONS & PELL GRANTS 
 
In mid-September Congress passed a six-month continuing resolution to fund the government and keep 
it operational well into the New Year.  The agreement averts any last-minute showdown over federal 
funding right before the elections.  The continuing resolution will go into place on October 1st when the 
2013 fiscal year begins, and run through March 27th.  The overall funding level of $1.047 trillion 
matches that which was agreed to when the August 2011 Budget Control Act was passed.  The 
Congressional Budget Office (CBO) has scored the continuing resolution as coming in at $8 billion 
more than FY 2012 levels.  Those funds will likely be used to address some funding anomalies, as well 
as provide a 0.612% across the board increase to all discretionary programs.  For the Department of 
Education this represents an aggregate increase of $416.8 million.  It is of note that the continuing 
resolution was $19 billion more than that of the House Republican passed budget. 
 
Only the Senate put forth a proposed FY 2013 Labor, Health and Human Services, and Education 
(LHHS-ED) appropriations bill this year.  And while it will not be considered in the near-term due to the 
six-month continuing resolution, many of its proposals and funding levels will be on the table again 
come March.   
 
The Pell Grant program may receive some reprieve during the FY 2013 appropriations process as it is 
set for a $2.087 billion surplus.  This is a stark contrast to the fiscal scenario just one year ago.  Last 
summer, the Pell Grant program was facing an $18.3 billion shortfall over the next two academic years.  
Congress opted to infuse the program with $17 billion during the debt ceiling negotiations, leaving a 
more manageable $1.3 billion shortfall for academic year (AY) 2012-2013.   
 
The U.S. Department of Education has released preliminary data regarding the cost of the Pell Grant 
program for the most recent academic year, and while enrollment has increased by 58,000, program 
costs have actually decreased.   The overall cost fell by $2.2 billion from $35.6 billion down to $33.4 
billion.  There is speculation that the cost reduction is a result of underestimating the saving that 
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occurred from the elimination of “Summer Pell.”  Additionally, enrollment in proprietary institutions 
decreased over this period.  While it is the March baseline numbers that are used to calculate 
programmatic costs for the purposes of federal spending, these preliminary numbers are a good sign that 
the fiscal cliff that the Pell Grant program was expected to face in FY 2014 may not be as large as 
anticipated. 
 
Public (recipients up 205,800 and awards down $356,749,753) 
AY 2010 – 2011                  Recipients – 6,132,199                  Awards - $22,098,334,597 
AY 2011 – 2012                  Recipients – 6,337,999                  Awards - $21,741,584,844 
 
Private (recipients up 18,752 and awards down $165,054,278) 
AY 2010 – 2011                  Recipients – 1,201,690                  Awards - $4,732,887,009 
AY 2011 – 2012                  Recipients – 1,220,442                  Awards - $4,567,832,731 
 
Proprietary (recipients down 166,980 and awards down $1,677,618,437) 
AY 2010 – 2011                  Recipients – 2,269,999                  Awards - $8,747,033,902 
AY 2011 – 2012                  Recipients – 2,103,019                  Awards - $7,069,415,465 
 
 
In order to maintain the $5,550 Pell Grant maximum and address the shortfall, Congress implemented 
four eligibility changes to the Pell Grant program in the final FY 2012 omnibus funding package that 
went into effect on July 1st, 2012: (1) elimination of new Ability-to-Benefit (ATB) students; (2) reducing 
the maximum income for an automatic zero Expected Family Contribution from $32,000 to $23,000; (3) 
eliminating students who receive 10 percent or less of the maximum award amount; and (4) reducing the 
maximum number of full-time semesters from 18 to 12.   
 
These changes will generate $11 billion in savings over the next 10 years, but they also knock hundreds 
of thousands of students out of the program.  In the short term, 145,000 recipients will not receive 
awards in AY 2012-2013.  However, it is important to note that other proposed changes, such as 
elimination of less-than-half-time students and changes to the income protection allowance, were 
avoided during this round of cuts. 
 
For community colleges, elimination of the Ability-to-Benefit students represents the greatest impact.  
ACCT along with other higher education and workforce stakeholders were able to reinstate eligibility 
for some ATB students participating in career pathway programs in the Senate’s FY 2013 appropriations 
bill for LHHS-ED.  The language, championed by Senator Patty Murray (D-WA), would allow Pell and 
Title IV eligibility for students participating in programs that co-enroll participants in connected adult 
education and eligible postsecondary programs; provide counseling and supportive services; provide 
structured course sequences; provide opportunities for acceleration to attaining recognized 
postsecondary credentials; are organized to meet the needs of adults; are aligned with the education and 
skill needs of the regional economy; and collaborate with partners in business, workforce development, 
and economic development.   
 
The career pathways exception costs significantly less than a full restoration of ATB, and satisfied 
concerns from Appropriations Subcommittee Chairman Tom Harkin (D-IA) about fraud and abuse from 
proprietary institutions.  
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For AY 2013-2014, the Pell Grant maximum will receive a mandatory increase of $85, bringing the total 
to $5,635.  This is an automatic statutory increase created by a cost of living formula under the Health 
Care and Education Reconciliation Act of 2010.   
 
The Senate’s proposed FY 2013 LHHS-ED bill also made a few authorizing changes that would impact 
the Pell Grant program.  For FY 2013, the Pell Grant program has a cumulative surplus of $2.087 
billion.  The Senate’s bill applies this surplus to the FY 2014 projected shortfall, which is now estimated 
to be $6 billion.  Additionally, the bill makes authorizing changes to provide additional savings that will 
be applied to the Pell Grant program for FY 2014 and beyond.  These changes include:  
 

• Eliminating the use of room, board, and transportation in the cost of attendance 
calculation for Pell Grant eligibility for distance education students who receive all of 
their instruction online.  Only tuition and fees, books, and supplies will be covered under 
cost of attendance.   

 
• Reducing the amount of loan rehabilitation funds that may be retained by guaranty 

agencies.  
 

The bill also includes a change limiting the duration of a student borrower’s in-school interest subsidy to 
150 percent of the normal time required to complete the educational program.  However, this offset was 
used to extend student loan interest rates, and can no longer be applied to the Pell Grant program. 
 
The Pell cost calculation change for distance education students is of concern for ACCT.  Since it only 
impacts students that have relatively low tuition costs, it mainly affects the community college 
sector.  In addition to the savings generated, this change was placed into the bill as a recommendation by 
the Department of Education Inspector General as a way to combat coordinated fraud rings.  These fraud 
rings, known individually as Pell runners, enroll in online classes just long enough to get their refund 
check and then disappear with the money.  By limiting the award amount, it removes the incentive for 
those seeking to commit fraud.  However, given the steps the Department of Education is undertaking to 
catch organized fraud rings, limiting awards at this point may be unnecessary.   
 
Another authorizing change of note in the Senate’s FY 2013 bill was banning the use of federal funds 
for marketing, recruitment, and advertising. This is defined as advertising and promotional activities, 
including paid announcements in newspapers, magazines, radio, television, billboards, electronic media, 
naming rights, or any other public medium of communication, including paying for displays or 
promotions at job fairs, military installations, or college recruiting events.  The ban also disallows 
payment to third party recruiters and employees responsible for overseeing enrollment. The provision 
also requires institutions of higher education that receive federal dollars to report annually to the 
Secretary of Education and Congress the institution’s expenditures on advertising, marketing and 
recruiting.   
 
The reinstatement of Ability-to-Benefit and other changes to the Pell Grant program will be issues 
Congress will reexamine next year before the current continuing resolution expires.  It will also be 
considered during any reauthorization of the Higher Education Act (HEA).  The HEA is due for 
reauthorization next year. 
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BUDGET FOR FISCAL YEAR (FY) 2013: PRESIDENT’S BUDGET 
 
On February 13th, the President released his FY 2013 budget request. Included in the President’s budget 
was a significant investment in community colleges through the newly proposed Community College to 
Career Fund.  Administered dually by the Department of Education and the Department of Labor, the 
Community College to Career Fund is an $8 billion three-year investment with the goal of training and 
placing two million skilled workers in high-demand jobs.  It is divided into several funding streams, 
with the centerpiece being significant investment in community college and business partnerships.  The 
program is built upon existing successful models between industry and community colleges aimed at 
targeting specific skills that lead to high-growth and in-demand jobs.  Other funding streams include:  
financial incentives for successful training programs, funding for states and localities to create domestic 
jobs, and entrepreneurship training. 
 
Additionally, the President is proposing two new competitive funding pots for higher education.  The 
first is a Race to the Top competition for Higher Education.  Modeled after the K-12 Race to the Top 
grant, the proposed $1 billion would be awarded to states that present winning proposals aimed at on-
time graduation and low tuition costs at public colleges and universities.  The second grant program 
would be titled the “First in the World” competition.  This fund would provide $55 million in grants to 
help colleges and non-profit organizations to develop and test “breakthrough” strategies to boost 
productivity and scale up innovative and effective practices. Both public and private institutions can 
apply for these grants, which would be administered by the Fund for the Improvement of Postsecondary 
Education. The President is proposing to fund this program at approximately $275 million over five 
years. 
 
The President also proposes creating a new website that would serve as a clearinghouse of information 
for students and families to allow them to compare colleges and programs.  Information would include: 
a College Scorecard for all degree-granting institutions; a ‘Financial Aid Shopping Sheet’ template for 
all colleges; and a college cost comparison tool. The Department of Education will soon be presenting to 
Congress details on this request.  Some elements requiring new data collection require statutory changes 
in order to be fully implemented; however, the financial aid shopping sheet and cost comparison should 
be implemented sometime next year. 
 
 
 
BUDGET FOR FISCAL YEAR (FY) 2013: HOUSE AND SENATE  
 
As part of the debt limit negotiations in August of 2011, Congress passed the Budget Control Act.  This 
gave authority to raise the nation’s debt limit in exchange for new spending limits and mandated cuts. 
The Budget Control Act set new spending caps for FYs 2012-2021.  For FY 2013, the cap is set at 
$1.047 trillion, which is $4 billion over the FY 2012 appropriations package.  While the Senate has 
opted to proceed with a budget in line with the Budget Control Act caps, the House, under Budget 
Committee Chairman Paul Ryan (R-WI), has opted for levels below that cap.  The House Budget sets 
forth all federal spending at a level of $1.028 trillion -- a level that is $19 billion below the cap set under 
the Budget Control Act.   
 
The House Budget proposes significant changes to the Pell Grant program and higher education, 
including: 
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• Elimination of all mandatory funding for Pell.  The Congressional Budget Office projects total 
mandatory Pell funding between FY 2013-FY 2022 to be $105.8 billion. There is no increase on 
the discretionary side to offset this elimination. 

 
• Elimination of all mandatory funding for the Trade Adjustment Assistance Community College 

and Career Training Grant Program. This would eliminate the program, since there is no 
corresponding increase in discretionary funds. 

 
• Elimination of Pell eligibility for less-than-half-time students. 

 
• Changes to Pell's income protection allowance formula and lowering income thresholds for zero 

expected family contribution. 
 

• An undefined maximum income cap for Pell eligibility. 
 

• Elimination of the automatic cost of living increases in the Pell maximum above $5,550. 
 

• Elimination of administrative fees for both Pell and campus-based aid paid to participating 
institutions. 

 
The House Budget also calls for a change in the way the Congressional Budget Office calculates the cost 
of the federal student loan program. Moving to a fair value calculation would drastically increase the 
cost of the program. In effect, the interest rate for the government to break even on a loan would be 
calculated at a much higher rate, which some estimate to be around 12 percent. Therefore, any interest 
rate offered below that level would cost the government money.  
 
The House Budget seeks to end sequestration through a reconciliation process, which would shift the 
burden of fiscal cuts away from defense.  Under this reconciliation plan, aggregate non-defense 
discretionary spending would be cut by 19% in FY 2014.   
 
 
SEQUESTRATION 
 
The Budget Control Act also required that Congress find $1.2 trillion in savings to apply to deficit 
reduction.  Last fall, the Super Committee was appointed to develop a plan that would find $1.2 trillion 
in revenue either through spending cuts or changes in tax code.  Their inability to put forth a plan 
triggered automatic spending cuts known as sequestration.  
 
Barring Congressional action to prevent sequestration, an across-the-board cut to discretionary spending 
will occur in January, 2013.  Estimates put this cut somewhere in the 7.8 to 9 percent range.  For FYs 
2014-2021, the appropriations committee will determine where to make cuts, but they must find at least 
$54.7 billion in savings annually. 
 
Programs exempt from these cuts mostly fall under the category of mandatory spending, including the 
following: Social Security, veterans’ benefits, Medicaid, the Children’s Health Insurance Program, 
unemployment insurance, Temporary Assistance for Needy Families, and several other programs 
outlined in the Statutory Pay-As-You-Go Act of 2010.  The discretionary portion of the Pell Grant 
program is also exempt for sequestration.   
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While sequestration is currently divided with 50 percent coming from defense and 50 percent coming 
from nondefense discretionary programs, there have been calls to change the formula to protect national 
security spending.  The result would likely relegate nondefense discretionary programs (of which 
education and workforce are represented) to assume a greater share of the cuts. 
 
Below is a chart detailing the funding impact of sequestration.  It is important to note that FY 2012 
advanced funding for educational programs will not be impacted by sequestration.  Hence, schools and 
institutions will not experience a mid-year rescission of funding.   
 
 
 

PROGRAM FY 2012 
Omnibusi  

Estimated FY 2013 
Fundingii 

Cuts Under 
Sequestration 

SEOG $734,599,000 $734,599,000 $57,299,000 
Federal Work Study $976,682,000 $976,682,000 $76,181,000 
Career and Technical 
Education State Grants 
(Perkins) 

$1,123,030,000 $1,123,030,000 $87,596,000 

Adult Basic and 
Literacy Education 

$594,993,000 $594,993,000 $46,409,000 

TRIO $839,932,000 $839,932,000 $65,515,000 
GEAR UP $302,244,000 $302,244,000 $23,575,000 
Title I Grants to LEAs $14,516,468,000 $14,516,468,000 $1,140,085,000 
IDEA State Grants $11,577,855,000 $11,577,855,000 $903,073,000 
WIA State Grants $2,603,300,000 $2,603,300,000 $203,057,000 
Strengthening 
Institutions 

$80,623,000 $80,623,000 $6,289,000 

Hispanic Serving 
Institutions 

$100,432,000 $100,432,000 $7,834,000 

Asian American and 
Native American 
Pacific Islander Serving 
Institutions 

$3,199,000 $3,199,000 $250,000 

Tribally Controlled 
Colleges and 
Universities 

$25,713,000 $25,713,000 $2,006,000 

Predominately Black 
Institutions 

$9,262,000 $9,262,000 $722,000 

 
i – for FY 2012, there was an across the board cut of .189% included in the final bill. 
Ii – for purposes of this chart the CBO sequestration estimate of 7.8% was used.  Numbers are estimated based on 
leaderships announcement that a 6-month continuing resolution will result in level funding for virtually all 
programs. 
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WORKFORCE INVESTMENT ACT (WIA) 
 
The House has moved forward with efforts to reauthorize the Workforce Investment Act (WIA).  On 
June 7th, the House Education and Workforce Committee passed H.R. 4297, the Workforce Investment 
Improvement Act of 2012 by a party-line vote of 23 to 15.  Introduced by Higher Education and 
Workforce Training Subcommittee Chairwoman Virginia Foxx (R-NC), H.R. 4297 consolidates a 
number of workforce training programs, enables states to designate funding and services, and 
restructures workforce investment boards.   
 
The bill would take 27 workforce training programs identified by the Government Accountability Office 
(GAO) as serving similar populations, and consolidate them into a single funding stream. The new 
funding stream – designated as the Workforce Investment Fund - will provide formula funds to state and 
local workforce investment boards (WIBs) to create universal employment and training programs for all 
adults, unemployed workers, and youth.  Additionally, the bill gives governors the authority to file a 
unified state plan that could seize funds from other programs such as the Trade Adjustment Assistance 
Act or Temporary Assistance for Needy Families, and re-designate them for other workforce training 
purposes.  While funding for Perkins Career and Technical Education (CTE) was originally slated for 
potential consolidation under the state unified plan, the final bill protected CTE from consolidation.  
Funding is authorized at FY 2012 levels ($6 billion) for the consolidated programs.  
 
H.R. 4297 restructures the configuration of Workforce Investment Boards (WIBs) by removing most 
mandatory representatives from the board.  The new configuration requires that two-thirds of the board 
consist of business representatives.  Community colleges lose their mandatory slot on the boards, and 
while they could be included on the WIBs, there is no guarantee of participation.  
 
The bill allows states to determine what standards will be required for eligible training providers. It 
requires state WIBs to set eligibility criteria for training providers that take into account the performance 
of providers and whether the training programs relate to occupations that are in-demand.   Also, under 
the reauthorization bill the accountability system now encompasses common performance measures for 
the Workforce Investment Fund, the Adult Education program (Title II of WIA), and the Vocational 
Rehabilitation program. The bill would also allow WIBs to contract directly with institutions of higher 
education to provide training services for in demand sectors.  
 
This House bill will likely not be considered this year, but will be used as a marker in future 
reauthorization discussions.  The Senate attempted a bipartisan reauthorization bill as well last year, 
however negotiations broke down and a final bill was never released. 
 
 
DREAM ACT 
 
The DREAM Act was reintroduced in both the House and the Senate in May 2011 by Congressman 
Howard Berman (D-CA) and Senator Dick Durbin (D-IL).  To date, H.R. 1842 has 97 cosponsors, and 
S. 952 has 35 cosponsors.  While the DREAM Act passed in the House in 2010, the prospects for action 
during this session of Congress are very low.   
 
In lieu of Congress passing the DREAM Act or immigration reform, the Obama Administration and 
U.S. Department of Homeland Security issued a memorandum calling for prosecutorial discretion 
regarding deportations of individuals who came to the U.S. as children.  Deportation of individuals who 
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meet a set of criteria will be deferred for two years (subject to renewal), and they will be eligible to 
apply for a work permit during their deferment.  The memorandum does not address or eliminate federal 
restrictions on states that wish to offer in-state tuition to DREAM students.  
 
The following criteria have been set forth for an individual to qualify:  
 

• Came to the United States under the age of sixteen; 
• Has continuously resided in the United States for a least five years preceding the date of this 

memorandum and is present in the United States on the date of this memorandum; 
• Is currently in school, has graduated from high school, has obtained a general education 

development certificate, or is an honorably discharged veteran of the Coast Guard or Armed 
Forces of the United States; 

• Has not been convicted of a felony offense, a significant misdemeanor offense, multiple 
misdemeanor offenses, or otherwise poses a threat to national security or public safety; and 

• Is not above the age of thirty.  
 
The new policy will go into effect immediately. 
 
 
 
 
 
 


