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[bookmark: _Toc521059478]ED Outlines Plan to Rework Higher Education Regulations
The U.S. Department of Education (ED) on Monday released details for a plan to rework a number of regulations governing higher education through a negotiated rulemaking process. 
ED intends to convene a negotiated rulemaking committee, in which a variety of stakeholders will work to craft proposed regulations, to revise regulations concerning accreditation, as well as some other related issues.  Specifically on accreditation, the Committee will consider the federal oversight requirements accreditors must follow, how accreditors measure and report job placement rates, and the criteria and process used by the Secretary to provide federal recognition of accrediting agencies.  
In addition, the Committee will be tasked with developing proposed regulations on a number of other related items, including State authorization of distance education programs, the definition of a “credit hour,” program requirements surrounding the Teacher Education Assistance for College and Higher Education (TEACH) grants, and participation of faith-based institutions in Title IV financial aid programs. 
The majority of topics that the negotiated rulemaking will review were included in ED’s spring regulatory agenda.  ED’s planned action is consistent with the Trump administration’s overall efforts to conduct a complete regulatory review to withdraw or simplify regulations and guidance where possible. 
ED plans to hold three public hearings to provide stakeholders an opportunity to comment in person on the rulemaking agenda.  The first hearing will be held on September 6th in Washington, D.C., the second on September 11th in New Orleans, Louisiana, and the third on September 13th in Sturtevant, Wisconsin. 
Comments can also be submitted through the Federal Register here until September 14th.
Resources:
Michael Stratford, “Trump Administration Higher Education Deregulatory Push Takes Shape,” Politico, July 30, 2018. 
Author: KSC 
[bookmark: _Toc521059479]OMB Directs Agencies to Prioritize STEM, Workforce Development
The Office of Management and Budget (OMB) issued a memorandum on Tuesday directing federal agencies to prioritize science, technology, engineering, and mathematics (STEM) education and workforce development in their budgets for fiscal year (FY) 2020. 
The Trump administration has made a recent push to expand job training and related initiatives as part of its efforts to improve the economy.  OMB’s memo states that strategic investing of federal research and development dollars, targeted deregulation, and expanding STEM education and workforce development will contribute to job growth and economic improvement. 
As agencies craft their proposed budgets for FY 2020, the memo encourages them to consider expanding and implementing new apprenticeship and on-the-job training initiatives to “ensure the alignment of curriculum with workplace demands.”  “Education in [STEM], including computer science, will be foundational to preparing America's future workforce, and should be integrated into instruction through application to real world challenges,” the memo states. 
The memo, signed by OMB Director Mick Mulvaney and the Deputy Assistant in the Office of Science and Technology policy, is available here. 
Resources: 
Caitlin Emma, “White House Lists STEM, Workforce Development as Research and Development Priorities,” Politico, July 31, 2018.
Author: KSC
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[bookmark: _Toc521059481]Rolling Back Gainful Employment Rules Could Cost Billions
According to a budgetary analysis of a proposal expected to be released by the U.S. Department of Education (ED) to rescind the “gainful employment” regulations promulgated by the Obama administration, the rolling back of the regulations could cost taxpayers as much as $4.7 billion.  This price tag is based on an expected increase in the number of students using Pell grants to enroll in college programs that would have otherwise failed under the gainful employment rules. ED officials also expect an increase in the flow of federal student loans to for-profit schools following the elimination of the rule, according to the analysis.
More than 800 college programs, mostly at for-profit schools, last year failed to meet the standards under the regulations, placing their access to federal financial aid at risk. Specifically, one in ten vocational programs assessed under the rule last year failed the gainful-employment standards.  A vast majority, 98 percent, of the failing programs were at for-profit institutions.  The for-profit sector has long argued that the gainful employment regulations unfairly target their industry and cut off educational choices for students.
According to ED’s plan for rescinding the rules, which has not been formally proposed yet, ED would also update the College Scorecard or a similar tool to provide “program-level outcomes for all higher education programs.”  ED’s goal, as reported by Politico, is to promote a “market-based accountability system” that “ensures student choice but appropriately informs that choice” with consumer information.  ED even argues that the $4.7 billion cost could be offset if students end up making different enrollment decisions, but officials did not offer any estimate of potential savings.
Although it is not clear when ED will issue the proposed rescission, efforts may coincide with the recently proposed changes to student borrower defenses that ED published at the end of July.  Comments on those proposals are due on August 30th, so ED might wait until that comment period closes before offering the gainful employment package.
Resources:
Andy Thomason, “DeVos Plans to Ax Gainful-Employment Rule, Which Targeted For-Profit Colleges,” Chronicle of Higher Education, July 27, 2018.
Michael Stratford, “DeVos Rollback of For-Profit College Rule Would Cost Nearly $5B, Agency Analysis Shows,” Politico, July 31, 2018.
Andrew Kreighbaum, “Report: Gainful Employment Repeal Would Cost $4.7B,” Inside Higher Ed, August 1, 2018. 
Author: SAS
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[bookmark: _Toc521059483]Treasury Report Calls Out ED on Student Lending Oversight 
The U.S. Treasury Department recently released a report that criticizes the way the U.S. Department of Education (ED) oversees the student lending industry.  The report claims that the industry lacks “effective minimum servicing standards,” and calls for greater efforts to hold low-performing colleges more accountable.  
The report calls on ED to create minimum standards for federal student loan servicing companies, as well as a “common servicing manual” that those companies must follow.  Treasury believes that such a manual would also “be helpful for State legislators and regulators considering additional regulation of the companies.”  This suggestion seems to fly in the face of Secretary of Education Betsy DeVos’ recent declaration that States lack the authority to regulate this industry.
The report also recommends that ED require future contractors to make greater use of email and “secure e-signature software,” allowing borrowers to more seamlessly manage their loans online.  Treasury also criticizes ED’s management of the $1.4 trillion portfolio of outstanding federal loans, recommending that ED publish expanded information about the performance of the loan portfolio and servicers as well as how officials estimate the cost of the program.
ED is currently in the process of developing a new system for collecting federal student loans when it replaces its existing contracts with loan servicers that expire next year. This “Next Generation Financial Services Environment” plan will call for borrowers to have a common loan servicing experience and improved customer service.
In addition to loan servicing, the Treasury report also calls on Congress to hold colleges and universities more accountable for the federal funding they receive. 
“Treasury is concerned about schools that do not provide student loan borrowers good value, often leading to indebtedness the borrowers cannot repay in a reasonable time period,” the report says.  Treasury offers support for a “risk-sharing program” that's tied to how well federal student loan borrowers are able to pay down their debt after five years of repayment.  ED endorsed a similar idea in its fiscal year 2019 budget request, and the House Republican proposal to reauthorize the Higher Education Act also includes a “skin-in-the-game” provision under which institutions of higher education would be held partially financially accountable when their students fail to complete a program. 
The report also notes the recent increase in banks and other financial services firms offering student loan refinancing products.  Treasury warns that while those products may offer lower interest rates to borrowers, “the federal student loan program continues to provide borrower protections that are unmatched by private loan products.”
The Treasury report is available here. 
Resources:
Michael Stratford, “Education Department Oversight of Student Loan Companies Panned by Treasury,” Politico, July 31, 2018
Author: SAS
To stay up-to-date on new regulations and guidance from the U.S. Department of Education, register for one of Brustein & Manasevit’s upcoming webinars.  Topics cover a range of issues, including grants management, the Every Student Succeeds Act, special education, and more.  To view all upcoming webinar topics and to register, visit www.bruman.com/webinars.
The Federal Update has been prepared to inform Brustein & Manasevit, 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 Brustein & Manasevit, PLLC and the reader.
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