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Due to the observation of the upcoming July 4th holiday on Friday, the next issue of the Federal Update will be published on July 10, 2026. If any significant updates arise in the interim, The Bruman Group will be sure to keep clients informed. 
Legislation and Guidance

UGR Would Impose New Responsibilities on Pass-Through Entities

This is the third of a planned four-part series on the proposed changes to the Uniform Guidance – stay tuned for the final installment! In addition, The Bruman Group has created a summary of the key proposed changes that would impact grantees. 

The proposed changes to the Uniform Grants Guidance would impose new responsibilities, and therefore additional burden, on pass-through entities like State educational agencies. The proposed amendments to 2 CFR 200.305 add a requirement for recipients and subrecipients to submit written justifications for every payment request submitted to a federal agency. The written justification requirement is duplicative of existing oversight processes that pass-through entities already engage in, such as reviewing submitted grant applications and budgets from subrecipients, reviewing requests for reimbursements, and conducting monitoring of subrecipients. Similarly, pass-through entities submit applications to the federal awarding agencies, are subject to periodic federal monitoring, and must complete an annual single audit. These functions are all designed to ensure that federal funds are being used appropriately and in accordance with federal statutes and regulations. If finalized, this provision would require pass-through entities to set up a process for gathering justifications from subrecipients or drafting those justifications themselves – both adding burden to staff. 

This proposal is an extension of the practices currently being used by some federal agencies, including the U.S. Department of Labor (DOL), under what is known as the “Defend the Spend” initiative. This process applies to those education programs that are now being co-administered by DOL and the U.S. Department of Education, and many grantees have reported challenges in submitting the justifications and related delays in funding disbursement. The proposed regulations would codify the Defend the Spend initiative as a federal requirement applicable to all federal funding. 

Another significant new responsibility proposed by the Office of Management and Budget (OMB) would amend 2 CFR 200.332 to require pass-through entities to ensure that subgrantees do not take action that is likely to cause “significant damage to the reputation” of the federal agency, the federal government, or the pass-through entity. Pass-through entities must notify the federal agency if a subgrantee is found to take actions that would cause such reputational harm and consult with the federal agency as to whether a grant should be terminated. The proposal also allows the federal agency to terminate the pass-through entity’s funding if significant reputational harm is discovered. The proposed regulations, however, do not make clear what types of actions may be considered to cause such reputational harm or when it becomes “significant.” The proposal’s vagueness will not only add burden to pass-through entities, but also create significant uncertainty as to how grantees and subgrantees can remain compliant. Pass-through entities would also be responsible for providing new guidance and technical assistance to subgrantees on these provisions, if finalized, further increasing the administrative costs and burden on staff. 

Other language added in 2 CFR 200.332 includes a requirement to ensure pass-through entities report subawards on SAM.gov by the end of the calendar month. There is also a requirement for pass-throughs to make contractor versus subrecipient determinations for “all downstream entities receiving payments from the pass-through entity.” 

Comments on the proposed regulations are due on July 13th and can be submitted via the Federal Register. The proposal has already received over 65,000 comments from the public. 
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DOL Rescinds WIOA Regulations on Affirmative Outreach

The U.S. Department of Labor (DOL) published a final rule in the Federal Register on Tuesday that rescinds regulations under the Workforce Innovation and Opportunity Act (WIOA). The rescinded regulations include the portions that direct recipients to conduct “affirmative outreach” to certain populations as an effort to ensure nondiscrimination in workforce programs (29 CFR 38.40). DOL proposed the rescission last summer, and of the 84 total comments received, 83 opposed the action.  

Section 188 of the statute states that WIOA programs are considered federal financial assistance for the purposes of several nondiscrimination laws, including the Age Discrimination Act of 1975, Section 504 of the Rehabilitation Act of 1973, Title IX of the Education Amendments of 1972, and Title VI of the Civil Rights Act, and it directs the Secretary of Labor to issue implementing regulations that establish “standards for determining discrimination,” as well as enforcement procedures. Those standards and procedures must be consistent with the applicable nondiscrimination statutes. DOL states in the final rule that it does not have the authority to require affirmative outreach for WIOA programs because the underlying nondiscrimination statutes do not “mandate affirmative conduct such as proactive outreach to address perceived imbalances in access among protected groups.” In addition, DOL states that the majority of those nondiscrimination statutes rely on intentional disparate treatment as the main standard and that DOL cannot “redefine unlawful discrimination” through the regulations.  

In the final rule, however, DOL makes clear that recipients are not prohibited from using WIOA funds to conduct outreach efforts as part of program recruitment activities, but that DOL simply does not have enforcement authority to mandate such actions. DOL asserts that recipients should be the decisionmaker on using funds for outreach activities and that the regulation’s rescission allows recipients to have that flexibility “without being subject to coercive regulation that lacks statutory foundation and risks constitutional conflict.” DOL references recent major Supreme Court decisions as part of its justification for the rescission, including Students for Fair Admissions v. Harvard, which prohibits race-based admissions in higher education, and Loper Bright Enterprises v. Raimondo, which overturned the longstanding deference to federal agencies in interpreting ambiguous federal statutes. DOL states that Loper Bright requires agencies to adopt the “best reading” of a statute.

Commenters on the proposed rule, which included major civil rights and disability advocacy organizations, raised a multitude of concerns. Some commenters stated that the rescission is contrary to the statutory purpose of WIOA to increase access to workforce programs for individuals with barriers to employment. In addition, commenters disagreed with DOL’s reliance on Students for Fair Admissions, arguing that the existing regulation was race neutral in its application to all the identified populations. Others expressed concern about the impact of the rescission on awareness of WIOA Title I programs and a lack of clarity for how recipients should ensure equal access to programs, as required by the WIOA statute.  

In light of the rescission of the regulation, recipients should look to the updated guidance on outreach in WIOA programs, which was issued in May. In addition, as noted in the final rule, the rescission does not prohibit recipients from engaging in affirmative outreach.  
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NEWS

ED Offers ESEA Waiver to Indiana, Vermont

Last week the U.S. Department of Education (ED) agreed to an Elementary and Secondary Education Act (ESEA) waiver request from Indiana, making it the third state to receive such a waiver from the administration. Then, this Wednesday, the agency extended a similar waiver to Vermont, the fourth waiver.

Under the new waiver, Indiana is permitted to consolidate State-level activities funds under Titles I-B, II-A, III-A, IV-A, and IV-B. ED has estimated this would total $50 million in federal funding over the next four years that the waiver is in place. The State also received a waiver of the portion of Sec. 1111 that pertains to the weighting of indicators in the Statewide accountability system for high schools, removing the requirement that academic indicators be given “much greater weight.” Indiana will now be able to implement a new accountability system which reportedly places more weight on college and career readiness and places other metrics like scores on the PSAT, ACT and the Classical Learning Test at the same level as state standardized tests.

Indiana also received a waiver of Sections 8203(a) and (d)(1) to initiate a pilot program to allow up to 15 percent of its LEAs to consolidate non-administrative funds under Titles II-A and IV-A. However, Indiana may only select LEAs that are not eligible for the Alternative Fund Use Authority and that have both Title I and non-Title I schools. A larger initial request to combine ten separate funding streams was rejected by ED. The State now has 60 days to submit a consolidated State plan amendment.

The letter approving the Indiana waiver is here.

Vermont’s waiver is similar but smaller in scope. The State will be permitted to consolidate over $4 million in State-level activities funds from Titles II-A, IV-A, and IV-B of ESEA through 2029. ED says that Vermont can now “focus more on the quality of improvement activities, rather than tracking time spend [sic] administering different programs…” and will “support the participation of cohorts of teachers and administrators in its instructional improvement initiatives.”

Vermont’s approval letter is here.
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Most States Miss Special Education Targets, ED Says

The U.S. Department of Education (ED) released its determinations last week on how well States are implementing Parts B and C of the Individuals with Disabilities Education Act (IDEA). The determinations were based on fiscal year 2024 performance indicators from State performance plan and annual reports.  
 
IDEA Part B (students aged three through 21) and Part C (infants and toddlers) accountability measures track compliance with program requirements and progress in outcomes like family feedback on early intervention, preschool transitions, graduation rates, and inclusion in general education settings. Each State is rated as one of four categories: (1) meets requirements, (2) needs assistance, (3) needs intervention, or (4) needs substantial intervention. For IDEA’s Part B services, 33 States and territories received a rating of “needs assistance,” and six received a “needs intervention” rating. For IDEA Part C, 33 States and territories were labeled as “needs assistance,” and one State received the “needs intervention” designation. No State received the lowest rating in either part. States that ED rates as “needs assistance” for two or more years in a row face enforcement actions, including being labeled as high risk or being required to use State set-aside funds to address areas needing improvement.

Schools and States continue to contend with staffing shortages in special education, which can make it more difficult to meet those IDEA requirements and improve outcomes for students. Additionally, the upcoming shift of some special education responsibilities from ED to the U.S. Department of Health and Human Services could introduce new administrative complexities and impact how States design and implement improvement plans moving forward. 

Resources: 
Kara Arundel, “More than half of states miss targets for improving special education,” K-12 Dive, June 23, 2026.   
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REPORTS

Layoffs Disrupted Key Operations, OIG Report Says

The Office of Inspector General (OIG) at the U.S. Department of Education (ED) released a flash report this week on staffing changes and operations from January through March of 2025. The report highlighted the impact that the separation programs and March reduction in force (RIF) had on ED’s ability to conduct legally required functions. However, OIG stated that its findings were limited because ED did not provide all of the requested information, refused access to employee interviews, and cancelled previously scheduled interviews. ED said that it could not provide the necessary information or have staff meet with the OIG without legal counsel due to ongoing litigation but failed to explain how that would threaten court orders or proceedings. OIG is an arm of ED and regularly maintains protected information.  

Overall, OIG found a roughly 40 percent decrease in staff during the time period. Multiple offices were left with less than half of their employees, and the changes led to the elimination of several suboffices that performed activities required by statute. Federal Student Aid was the office with the most staffing changes, and the report found that no employees were left to oversee loan program participants and manage school eligibility, certification, and financial analysis. The Institute of Education Sciences (IES) was left with only about 30 employees and the elimination of 24 suboffices. The report also found that IES terminated contracts for some educational studies that are required to be completed by law. In addition, the report confirmed earlier findings that the Office for Civil Rights had been significantly impacted by the RIFs, leading to impacts on its required duties to review complaints and conduct investigations.  

The report notes that the Office of English Language Acquisition had almost entirely been eliminated, with just the Deputy Assistant Secretary left (that office has since been dissolved by ED). OIG reported that this had led to a plethora of statutorily required duties that no employees were left to complete, including managing State grants, program monitoring, and technical assistance. The Office of Elementary and Secondary Education also lost 10 suboffices, with no employees left to provide operational management, fiscal oversight and monitoring, or coordination of audit and compliance activities. OIG also found at least a 69 percent decrease in the staff levels for the Office of General Counsel, hindering the office’s required duties to advise on civil rights, IDEA, and ethics matters. 

OIG found that, during this time, ED terminated 90 grants of $504 million, with grant programs related to teacher training and mental health being the most impacted. 

In response to the report, Senator Elizabeth Warren said that she “fought for this report because Americans deserve to know what Donald Trump is doing to gut education in this country.” While critics have looked to the report to confirm the impact of massive cuts, ED spokesperson Ellen Keast responded that the report only covers until March 2025 and does not account for employees who were brought back in December. “If anything,” Keast said, “this ‘report’ demonstrates how effective the Trump Administration is. With nearly half the staff, ED has effectively implemented some of the most sweeping higher education reforms in decades while returning education to the states.”

Resources: 
Katherine Knott, “Inspector General Details ED Cuts From Early Days of Trump’s Second Term,” Inside Higher Ed, June 24, 2026. 
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OTHER ITEMS TO WATCH

The Bruman Group has updated its list of programs transferring to other agencies. The new list, current as of June 2026, is available here.

Representative Suzanne Bonamici (D-OR) has filed a resolution to impeach Secretary of Education Linda McMahon. Bonamici asserted in a press release that McMahon had made “false and misleading statements to Congress” and acted illegally in transferring Education Department programs without congressional approval. The U.S. Department of Education reportedly cancelled its biweekly briefing to Congress Friday as a result of the resolution.  

The House Appropriations Committee will hold an oversight hearing focused on the Office of Management and Budget (OMB) next week. The sole witness for the hearing is OMB Director Russ Vought. This is a subcommittee hearing of Financial Services and General Government (FSGG). The hearing will be webcast Tuesday, June 30 starting at 10:00 AM ET.

The House Committee on Energy and Commerce has released a new online safety bill. The legislation – which combines portions of the Kids Online Safety Act (KOSA) and a reauthorization of the Children’s Online Privacy Protection Act (known as COPPA 2.0), as well as other bills – would set guardrails around what kind of content children can access on social media platforms, and would require certain parental controls. Under the proposal, adult websites would require age verification, companies could not conduct market research on minors, and chatbots would have to remind users that they are not human and encourage breaks in use. This is reportedly a bipartisan bill but would still need to be reconciled with the quite different version of the legislation introduced in the Senate. Some Senators have already criticized the legislation for failing to impose a “duty of care” on platforms.

The Federal Communications Commission (FCC) voted Thursday to “review” the E-Rate program. In a notice, the FCC expressed concerns about screen time, saying that it would look to identify “actions the Commission could take to ensure that the E-Rate program advances student learning outcomes and better protects the online safety of children when using ERate-funded networks and services, particularly given the number of hours per day children of all ages now spend online.” The notice also suggests changes to administrative processes and the elimination of certain COVID-era flexibilities.

The U.S. Department of Education issued a clarification last week in the Federal Register for the “State Workforce Pell Program Certification” form that was published earlier this year. In the initial publication, ED stated that the form would be optional for States to use as part of their process to certify eligible programs. The correction issued last week clarifies that the form is mandatory for States. 

A federal court has halted the implementation of a rule that would have narrowly defined a "professional degree." The regulations, issued by the Department of Education, were scheduled to go into effect on July 1 and named a limited number of fields of study as offering "professional degrees" eligible for higher federal student loan caps. While the case proceeds, the prior definition – which simply named qualifications but did not explicitly limit degree types – will apply. Congress has also asked for changes to the rule – an amendment to the FY 2027 Labor-HHS-Education appropriations bill approved in Committee would add nursing to the list of qualifying graduate degrees.

The Federal Update has been prepared to inform The Bruman Group, PLLC’s legislative clients of recent events in federal education legislation and/or administrative law.  It is not intended as legal advice, should not serve as the basis for decision-making in specific situations, and does not create an attorney-client relationship between The Bruman Group, PLLC and the reader.
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