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benchmarks which they would meet to
end the insurgency and to bring their
country together politically so that
the insurgency can be dampened down
or ended.

Now we are told by Secretary of
State Condoleezza Rice that it would
be wrong to hold the Iraqi Government,
the Malaki government, to those
benchmarks because it would take
away their flexibility, while President
Bush said that if they did not meet
these benchmarks in January, they
would lose the confidence of the Amer-
ican people.

President Bush had it right. They
haven’t met the benchmarks. They are
not holding up their end of the bargain.
The Parliament is not meeting. A third
of them are living in London, not in
Iraq, and they have lost the confidence
of the American people.

How is it that the Secretary of State
and the President of the United States
can continue to believe that we should
continue to send American soldiers to
die in Iraq when the Iraqi Government
won’t meet the benchmarks which were
supposed to be the bedrock of this new
policy, this new direction, that has
turned out to be the same old stay-the-
course policy where American soldiers
die and the Iraqi Government dithers
away day in and day out and not meet-
ing the new policies to bring a unified
Iraq together?

It is unacceptable to the American
people. It is unacceptable to our sol-
diers. It is unacceptable to their fami-
lies. And we ought to end this policy
now.

———

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XX, the Chair
will postpone further proceedings
today on motions to suspend the rules
on which a recorded vote or the yeas
and nays are ordered, or on which the
vote is objected to under clause 6 of
rule XX.

Record votes on postponed questions
will be taken later today.

——————

STUDENT LOAN SUNSHINE ACT

Mr. GEORGE MILLER of California.
Mr. Speaker, I move to suspend the
rules and pass the bill (H.R. 890) to es-
tablish requirements for lenders and
institutions of higher education in
order to protect students and other
borrowers receiving educational loans,
as amended.

The Clerk read the title of the bill.

The text of the bill is as follows:

H.R. 890

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
Loan Sunshine Act”.

SEC. 2. INSTITUTION AND LENDER REPORTING
AND DISCLOSURE REQUIREMENTS.

Title I of the Higher Education Act of 1965
(20 U.S.C. 1001 et seq.) is amended by adding
at the end the following:
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“PART E—LENDER AND INSTITUTION RE-
QUIREMENTS RELATING TO EDU-
CATIONAL LOANS

“SEC. 151. DEFINITIONS.

““In this part:

‘(1) COVERED INSTITUTION.—The term ‘cov-
ered institution’—

‘“(A) means any educational institution
that offers a postsecondary educational de-
gree, certificate, or program of study (in-
cluding any institution of higher education,
as such term is defined in section 102) and re-
ceives any Federal funding or assistance; and

‘“(B) includes an agent of the educational
institution (including an alumni association,
booster club, or other organization directly
or indirectly associated with such institu-
tion) or employee of such institution.

‘“(2) EDUCATIONAL LOAN.—The term ‘edu-
cational loan’ (except when used as part of
the term ‘private educational loan’) means—

““(A) any loan made, insured, or guaranteed
under title IV; or

‘“(B) a private educational loan (as defined
in paragraph (6)).

‘(3) PREFERRED LENDER ARRANGEMENT.—
The term ‘preferred lender arrangement’
means an arrangement or agreement be-
tween a lender and a covered institution—

‘“(A) under which arrangement or agree-
ment a lender provides or otherwise issues
educational loans to the students attending
the covered institution or the parents of
such students; and

‘(B) which arrangement or agreement re-
lates to the covered institution recom-
mending, promoting, endorsing, or using the
educational loan product of the lender.

‘“(4) LENDER.—

““(A) IN GENERAL.—The term ‘lender’—

‘“(i) means a creditor, except that such
term shall not include an issuer of credit se-
cured by a dwelling or under an open end
credit plan; and

‘“(ii) includes an agent of a lender.

¢(B) INCORPORATION OF TILA DEFINITIONS.—
The terms ‘creditor’, ‘dwelling’ and ‘open end
credit plan’ have the meanings given such
terms in section 103 of the Truth in Lending
Act (156 U.S.C. 1602).

‘“(5) OFFICER.—The term ‘officer’ includes a
director or trustee of an institution.

““(6) PRIVATE EDUCATIONAL LOAN.—The term
‘private educational loan’ means a private
loan provided by a lender that—

‘“(A) is not made, insured, or guaranteed
under title IV; and

‘“(B) is issued by a lender expressly for
postsecondary educational expenses to a stu-
dent, or the parent of the student, regardless
of whether the loan involves enrollment cer-
tification by the educational institution that
the student attends.

“(T) POSTSECONDARY EDUCATIONAL EX-
PENSES.—The term ‘postsecondary edu-
cational expenses’ means any of the expenses
that are included as part of a student’s cost
of attendance, as defined under section 472.
“SEC. 152. REQUIREMENTS FOR LENDERS AND IN-

STITUTIONS PARTICIPATING IN PRE-
FERRED LENDER ARRANGEMENTS.

‘“‘(a) CERTIFICATION BY LENDERS.—In addi-
tion to any other disclosure required under
Federal law, each lender that participates in
one or more preferred lender arrangements
shall annually certify to the Secretary that
all of the preferred lender arrangements in
which it participates is in compliance with
the requirements of this Act. Such compli-
ance of such preferred lender arrangement
shall be reported on and attested to annually
by the auditor of such lender in the audit
conducted pursuant to section
428(b)(1)(U)(dii).

“(b) PROVISION OF LOAN INFORMATION.—A
lender may not provide a private educational
loan to a student attending a covered insti-
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tution with which the lender has a preferred
lender arrangement, or the parent of such
student, until the covered institution has in-
formed the student or parent of their re-
maining options for borrowing under title
IV, including information on any terms and
conditions of available loans under such title
that are more favorable to the borrower.

“(c) USE OF INSTITUTION NAME.—

‘(1) IN GENERAL.—A covered institution
that has entered into a preferred lender ar-
rangement with a lender regarding private
educational loans shall not allow the lender
to use the name, emblem, mascot, or logo of
the institution, or other words, pictures, or
symbols readily identified with the institu-
tion, in the marketing of private educational
loans to the students attending the institu-
tion in any way that implies that the insti-
tution endorses the private educational
loans offered by the lender.

‘(2) APPLICABILITY.—Paragraph (1) shall
apply to any preferred lender arrangement,
or extension of such arrangement, entered
into or renewed after the date of enactment
of the Student Loan Sunshine Act.

“SEC. 153. INTEREST RATE REPORT FOR INSTITU-
TIONS AND LENDERS PARTICI-
PATING IN PREFERRED LENDER AR-
RANGEMENTS.

‘‘(a) DUTIES OF THE SECRETARY.—

‘(1) REPORT AND MODEL FORMAT.—Not later
than 180 days after the date of enactment of
the Student Loan Sunshine Act, the Sec-
retary shall—

‘“‘(A) prepare a report on the adequacy of
the information provided to students and the
parents of such students about educational
loans, after consulting with students, rep-
resentatives of covered institutions (includ-
ing financial aid administrators, registrars,
and business officers), lenders, loan
servicers, and guaranty agencies;

‘(B) develop and prescribe by regulation a
model disclosure form to be used by lenders
and covered institutions in carrying out sub-
sections (b) and (¢) that—

‘(i) will be easy for students and parents
to read and understand;

¢“(ii) will be easily usable by lenders, insti-
tutions, guaranty agencies, and loan
servicers;

‘“(iii) will provide students and parents
with the relevant information about the
terms and conditions for both Federal and
private educational loans;

‘‘(iv) is based on the report’s findings and
developed in consultation with—

‘(1) students;

“(IT) representatives from institutions of
higher education, including financial aid ad-
ministrators, registrars, business officers,
and student affairs officials;

“‘(III) lenders;

‘(IV) loan servicers;

(V) guaranty agencies; and

“(VI) with respect to the requirements of
clause (vi) concerning private educational
loans, the Board of Governors of the Federal
Reserve System;

‘(v) provides information on the applicable
interest rates and other terms and condi-
tions of the educational loans provided by a
lender to students attending the institution,
or the parents of such students,
disaggregated by each type of educational
loans provided to such students or parents by
the lender, including—

“(I) the interest rate of the loan;

““(IT) any fees associated with the loan;

‘“(IITI) the repayment terms available on
the loan;

‘(IV) the opportunity for deferment or for-
bearance in repayment of the loan, including
whether the loan payments can be deferred if
the student is in school;

(V) any additional terms and conditions
applied to the loan, including any benefits
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that are contingent on the repayment behav-
ior of the borrower;

‘“(VI) the annual percentage rate for such
loans, computed determined in the manner
required under section 107 of the Truth in
Lending Act (15 U.S.C. 1606) on the basis of
the actual net disbursed amount of the loan;

‘(VII) the average amount borrowed from
the lender by students enrolled in the insti-
tution who obtain loans of such type from
the lender for the preceding academic year;

“(VIII) the average interest rate on such
loans provided to such students for the pre-
ceding academic year;

“(IX) contact information for the lender;
and

“(X) any philanthropic contributions made
by the lender to the covered institution; and

‘“(vi) provides, in addition, with respect to
private educational loans, the following in-
formation with respect to loans made by
each lender recommended by the covered in-
stitution:

“(I) the method of determining the interest
rate of the loan;

“(IT) whether, and under what conditions,
early repayment may be available without
penalty;

‘(IIT1) late payment penalties; and

““(IV) such other information as the Sec-
retary may require; and

“(C)(i) submit the report and model disclo-
sure form to the Committee on Health, Edu-
cation, Labor, and Pensions of the Senate
and the Committee on Education and Labor
of the House of Representatives; and

‘‘(ii) make the report and model disclosure
form available to covered institutions, lend-
ers, and the public.

‘‘(2) MODEL FORM UPDATE.—Not later than 1
year after the submission of the report and
model disclosure form described in para-
graph (1)(B), the Secretary shall—

‘“(A) assess the adequacy of the model dis-
closure form;

‘“(B) after consulting with students, rep-
resentatives of covered institutions (includ-
ing financial aid administrators, registrars,
and business officers), lenders, loan
servicers, and guaranty agencies—

‘(i) prepare a list of any improvements to
the model disclosure form that have been
identified as beneficial to borrowers; and

‘(ii) update the model disclosure form
after taking such improvements into consid-
eration; and

“(C)(i) submit the list of improvements
and updated model disclosure form to the
Committee on Health, Education, Labor, and
Pensions of the Senate and the Committee
on Education and Labor of the House of Rep-
resentatives; and

‘“(ii) make updated model disclosure form
available to covered institutions, lenders,
and the public.

‘“(3) USE OF FORM.—The Secretary shall
take such steps as necessary to make the
model disclosure form, and any updated
model disclosure form, available to covered
institutions and to encourage—

““(A) lenders subject to subsection (b) to
use the model disclosure form or updated
model disclosure form (if available) in pro-
viding the information required under sub-
section (b); and

‘(B) covered institutions to use such for-
mat in preparing the information reported
under subsection (c).

‘‘(4) PROCEDURES.—Sections 482(c) and 492
of this Act shall not apply to the model dis-
closure form in the regulations prescribed
under paragraph (1)(B), but shall apply to the
updating of such form under paragraph (2).

‘‘(b) LENDER DUTIES.—Each lender that has
a preferred lender arrangement with a cov-
ered institution shall annually, by a date de-
termined by the Secretary, provide to the
covered institution and to the Secretary the
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information included on the model disclo-
sure form or an updated model disclosure
form (if available) for each type of edu-
cational loan provided by the lender to stu-
dents attending the covered institution, or
the parents of such students, for the pre-
ceding academic year.

“(c) COVERED INSTITUTION REPORTS.—HEach
covered institution shall—

“(1) prepare and submit to the Secretary
an annual report, by a date determined by
the Secretary, that includes, for each lender
that has a preferred lender arrangement with
the covered institution and that has sub-
mitted to the institution the information re-
quired under subsection (b)—

‘“(A) the information included on the
model disclosure form or updated model dis-
closure form (if available) for each type of
educational loan provided by the lender to
students attending the covered institution,
or the parents of such students; and

‘“(B) a detailed explanation of why the cov-
ered institution believes the terms and con-
ditions of each type of educational loan pro-
vided pursuant to the agreement are bene-
ficial for students attending the covered in-
stitution, or the parents of such students;
and

‘“(2) ensure that the report required under
paragraph (1) is made available to the public
and provided to students attending or plan-
ning to attend the covered institution, and
the parents of such students, in time for the
student or parent to take such information
into account before applying for or selecting
an educational loan.

“(d) DISCLOSURES BY COVERED INSTITU-
TIONS.—A covered institution shall disclose,
on its website and in the informational ma-
terials described in subsection (e)—

‘(1) a statement that—

‘“(A) indicates that students are not lim-
ited to or required to use the lenders the in-
stitutions recommends; and

‘“(B) the institution is required to process
the documents required to obtain a loan
from any eligible lender the student selects;

‘“(2) at a minimum, all of the information
provided by the model disclosure form pre-
scribed under subsection (a)(1)(B) with re-
spect to any lender recommended by the in-
stitution for Federal student loans and, as
applicable, private educational loans;

‘4(3) the maximum amount of Federal grant
and loan aid available to students in an easy-
to-understand format; and

‘“(4) the institution’s cost of attendance (as
determined under section 472).

‘“(e) INFORMATIONAL MATERIALS.—The in-
formational materials described in this sub-
section are any publications, mailings, or
electronic messages or media distributed to
prospective or current students and parents
of students that describe, discuss, or relate
to the financial aid opportunities available
to students at an institution of higher edu-
cation.

“SEC. 154. PRIVATE EDUCATIONAL LOAN DISCLO-
SURE REQUIREMENTS FOR COV-
ERED INSTITUTIONS.

““A covered institution that provides infor-
mation to any student, or the parent of such
student, regarding a private educational loan
from a lender shall, prior to or concurrent
with such information—

‘(1) inform the student or parent of—

““(A) the student or parent’s eligibility for
assistance and loans under title IV; and

‘“(B) the terms and conditions of such pri-
vate educational loan that are less favorable
than the terms and conditions of educational
loans for which the student or parent is eli-
gible, including interest rates, repayment
options, and loan forgiveness; and

‘“(2) ensure that information regarding
such private educational loan is presented in
such a manner as to be distinct from infor-
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mation regarding loans that are made, in-
sured, or guaranteed under title IV.
“SEC. 155. INTEGRITY PROVISIONS.

‘“(a) INSTITUTION CODE OF CONDUCT RE-
QUIRED.—

‘(1) CODE OF CONDUCT.—Each institution of
higher education that participates in the
Federal student loan programs under title IV
or has students that obtain private edu-
cational loans shall—

‘“(A) develop a code of conduct in accord-
ance with paragraph (2) with which its offi-
cers, employees, and agents shall comply
with respect to educational loans;

‘“(B) publish the code of conduct promi-
nently on its website; and

“(C) administer and enforce such code in
accordance with the requirements of this
subsection.

‘(2) CONTENTS OF CODE.—The code required
by this section shall—

‘“(A) prohibit a conflict of interest or the
appearance of a conflict of interest with the
responsibilities of such officer, employee, or
agent with respect to student loans or other
financial aid; and

“(B) at a minimum, include provisions in
compliance with the provisions of the fol-
lowing subsections of this section.

¢(3) TRAINING AND COMPLIANCE.—An insti-
tution of higher education shall administer
and enforce a code of conduct required by
this section by, at a minimum, requiring all
of its officers, employees, and agents with re-
sponsibilities with respect to student loans
or other financial aid to obtain training an-
nually in compliance with the code.

“(b) GIFT BAN.—

‘(1) PROHIBITION.—A lender, guarantor, or
servicer of educational loans shall not offer
any gift to an officer, employee, or agent of
a covered institution.

¢“(2) INSPECTOR GENERAL REPORT.—The In-
spector General of the Department of Edu-
cation shall investigate any reported viola-
tion of this subsection and shall annually
submit a report to the Committee on Health,
Education, Labor, and Pensions of the Sen-
ate and the Committee on Education and
Labor of the House of Representatives iden-
tifying all reported violations of the gift ban
under paragraph (1), including the lenders in-
volved in each such violation, for the pre-
ceding year.

“(3) DEFINITION OF GIFT.—

‘“(A) IN GENERAL.—In this subsection, the
term ‘gift’ means any gratuity, favor, dis-
count, entertainment, hospitality, loan, or
other item having a monetary value of more
than a de minimus amount. The term in-
cludes a gift of services, transportation,
lodging, or meals, whether provided in kind,
by purchase of a ticket, payment in advance,
or reimbursement after the expense has been
incurred.

‘(B) EXCEPTIONS.—The term ‘gift’ shall not
include any of the following:

‘(i) Standard informational material re-
lated to a loan or financial literacy, such as
a brochure.

‘“(ii) Food, refreshments, training, or infor-
mational material furnished to an officer,
employee, or agent of an institution as an in-
tegral part of a training session that is de-
signed to improve the lender’s service to the
covered institution, if such training contrib-
utes to the professional development of the
officer, employee, or agent of the institution.

‘‘(iii) Favorable terms, conditions, and bor-
rower benefits on an educational loan pro-
vided to a student employed by the covered
institution if such terms, conditions, or ben-
efits are comparable to those provided to all
students of the institution.

‘“(iv) Exit counseling services provided to
borrowers to meet a covered institution’s re-
sponsibilities for exit counseling as required
by section 485(b) provided that—
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“(I) a covered institution’s staff are in con-
trol of the counseling (whether in person or
via electronic capabilities); and

“(IT) such counseling does not promote the
products or services of any lender.

¢(C) RULE FOR GIFTS TO FAMILY MEMBERS.—
For purposes of this section, a gift to a fam-
ily member of an officer, employee, or agent
of a covered institution, or a gift to any
other individual based on that individual’s
relationship with the officer, employee, or
agent, shall be considered a gift to the offi-
cer, employee, or agent if—

‘(i) the gift is given with the knowledge
and acquiescence of the officer, employee, or
agent; and

‘“(ii) the officer, employee, or agent has
reason to believe the gift was given because
of the official position of the officer, em-
ployee, or agent.

‘(c) FEES FROM LENDERS FOR SERVICE PRO-
HIBITED.—An officer, employee, or agent who
is employed in the financial aid office of the
institution, or who otherwise has respon-
sibilities with respect to educational loans
or other financial aid, shall not accept from
any lender or affiliate of any lender (as the
term affiliate is defined in section 487(a)) any
fee, payment, or other financial benefit (in-
cluding the opportunity to purchase stock)
as compensation for consulting services,
serving on an advisory council, or otherwise
advising such lender or affiliate.

‘(d) BAN ON EDUCATIONAL LOAN ARRANGE-
MENTS.—

‘(1) PROHIBITION.—AnN institution of higher
education shall not enter into any edu-
cational loan arrangement with any lender.

‘“(2) DEFINITION.—For purposes of this sub-
section, an educational loan arrangement is
an arrangement between an institution of
higher education (or an agent of the institu-
tion) and a lender under which—

‘““(A) a lender provides or issues edu-
cational loans to students attending the in-
stitution or to parents of such students;

‘(B) the institution recommends the lend-
er or the loan products of the lender; and

“(C) the lender pays a fee or provides other
material benefits, including profit or rev-
enue sharing, to the institution or officers,
employees, or agents of the institution.

‘‘(e) BAN ON STAFFING ASSISTANCE.—

‘(1) PROHIBITION.—AN institution of higher
education shall not request or accept from
any lender any assistance with call center
staffing or financial aid office staffing.

‘(2) CERTAIN ASSISTANCE PERMITTED.—
Nothing in paragraph (1) shall be construed
to prohibit an institution from requesting or
accepting assistance from a lender related
to—

‘“(A) professional development training for
financial aid administrators; or

‘(B) providing educational counseling ma-
terials, financial literacy materials, or debt
management materials to borrowers, pro-
vided that such materials disclose to bor-
rowers the identification of any lender that
assisted in preparing or providing such mate-
rials.

¢“(f) BAN ON OPPORTUNITY POOLS.—An insti-
tution of higher education shall not request,
accept, or consider from any lender any offer
of funds to be used for private educational
loans to students in exchange for the covered
institution providing concessions or prom-
ises to the lender, and a lender shall not
make any such offer.

‘(g) BAN ON PARTICIPATION ON ADVISORY
CoUNCILS.—An officer, employee, or agent
who is employed in the financial aid office of
a covered institution, or who otherwise has
responsibilities with respect to educational
loans or other financial aid, shall not serve
on or otherwise participate with advisory
councils of lenders or affiliates of lenders.
Nothing in this subsection shall prohibit
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lenders from seeking advice from covered in-
stitutions or groups of covered institutions
(including through telephonic or electronic
means, or a meeting) in order to improve
products and services for borrowers, provided
there are no gifts or compensation (including
for transportation, lodging, or related ex-
penses) provided by lenders in connection
with seeking this advice from such institu-
tions.

“SEC. 156. COMPLIANCE AND ENFORCEMENT.

‘“‘(a) CONDITION OF ANY FEDERAL ASSIST-
ANCE.—Notwithstanding any other provision
of law, a covered institution or lender shall
comply with this part as a condition of re-
ceiving Federal funds or assistance provided
after the date of enactment of the Student
Loan Sunshine Act.

“(b) PENALTIES.—Notwithstanding any
other provision of law, if the Secretary de-
termines, after providing notice and an op-
portunity for a hearing for a covered institu-
tion or lender, that the covered institution
or lender has violated subsection (a)—

‘(1) in the case of a covered institution, or
a lender that does not participate in a loan
program under title IV, the Secretary may
impose a civil penalty in an amount of not
more than $25,000; and

‘“(2) in the case of a lender that does par-
ticipate in a program under title IV, the Sec-
retary may limit, terminate, or suspend the
lender’s participation in such program.

‘“(c) CONSIDERATIONS.—In taking any ac-
tion against a covered institution or lender
under subsection (b), the Secretary shall
take into consideration the nature and se-
verity of the violation of subsection (a).”.
SEC. 3. PROGRAM PARTICIPATION AGREEMENTS.

Section 487(a) of the Higher Education Act
of 1965 (20 U.S.C. 1094(a)) is amended by add-
ing at the end the following:

‘(24)(A) In the case of an institution (in-
cluding an officer (including a director or
trustee), employee, or agent of an institu-
tion) that maintains a preferred lender list,
in print or any other medium, through which
the institution recommends 1 or more spe-
cific lenders for educational loans (as such
term is defined in section 151 of this Act, but
excluding loans under part D of this title) to
the students attending the institution (or
the parents of such students), the institution
will—

‘(i) clearly and fully disclose on the pre-
ferred lender list—

‘“(I) why the institution has included each
lender as a preferred lender, especially with
respect to terms and conditions favorable to
the borrower; and

“(IT) that the students attending the insti-
tution (or the parents of such students) do
not have to borrow from a lender on the pre-
ferred lender list;

‘“(ii) ensure, through the use of the list
provided by the Secretary under subpara-
graph (C), that—

‘“(I) there are not less than 3 lenders named
on the each preferred lending list offered by
the institution that are not affiliates of each
other; and

‘“(II) the preferred lender list—

‘‘(aa) specifically indicates, for each lender
on the list, whether the lender is or is not an
affiliate of each other lender on the list; and

““(bb) if the lender is an affiliate of another
lender on the list, describes the specifics of
such affiliation;

‘‘(iii) establish and prominently disclose a
process to ensure that lenders are placed
upon the preferred lender list on the basis of
the benefits provided to borrowers, includ-
ing—

“(I) highly competitive interest rates,
terms, or conditions for loans made under
part B;

“(IT) high-quality servicing for such loans;
or
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“‘(IIT) additional benefits beyond the stand-
ard terms and conditions for such loans;

“(iv) exercise a duty of care and a duty of
loyalty to compile the preferred lender list
without prejudice and for the sole benefit of
the student;

‘(v) not deny or otherwise impede the bor-
rower’s choice of a lender or cause unneces-
sary delays in loan certification under this
title for those borrowers who choose a lender
than has not been recommended or suggested
by the institution.

‘“(B) For the purposes of subparagraph
(A)(iD)—

‘(i) the term ‘affiliate’ means a person
that controls, is controlled by, or is under
common control with another person; and

‘‘(ii) a person controls, is controlled by, or
is under common control with another per-
son if—

‘“(I) the person directly or indirectly, or
acting through 1 or more others, owns, con-
trols, or has the power to vote 5 percent or
more of any class of voting securities of such
other person;

“(II) the person controls, in any manner,
the election of a majority of the directors or
trustees of such other person; or

‘“(IIT) the Secretary determines (after no-
tice and opportunity for a hearing) that the
person directly or indirectly exercises a con-
trolling interest over the management or
policies of such other person.

‘(C) The Secretary shall maintain and up-
date a list of lender affiliates of all eligible
lenders, and shall provide such list to the eli-
gible institutions for use in carrying out sub-
paragraph (A).”.

SEC. 4. NOTICE OF AVAILABILITY OF FUNDS
FROM FEDERAL SOURCES.

Section 128 of the Truth in Lending Act (15
U.S.C. 1638) is amended by adding at the end
the following:

‘‘(e) DISCLOSURES RELATING TO PRIVATE
EDUCATIONAL LOANS.—

‘(1) IN GENERAL.—In the case of an exten-
sion of credit that is a private educational
loan, other than a loan secured by a dwelling
or an open end credit plan, the creditor shall
provide in every application for such exten-
sions of credit and together with any solici-
tation, marketing, or advertisement of such
extensions of credit, written, electronic, or
otherwise, the disclosures described in para-
graph (2).

‘(2) DISCLOSURES.—Disclosures required by
this subsection shall include a clear and
prominent statement—

‘““(A) that the borrower may qualify for
Federal financial assistance through a pro-
gram under title IV of the Higher Education
Act of 1965, in lieu of or in addition to a loan
from a non-Federal source;

‘(B) that in many cases, a Federal student
loan may provide the consumer with more
beneficial terms and conditions, including a
lower annual percentage rate and fewer and
lower fees, than private educational loans;

‘(C) that the consumer may obtain addi-
tional information concerning such Federal
financial assistance from their institution of
higher education or at the website of the De-
partment of Education; and

‘(D) such other information as the Board
may require.

¢“(3) CLEAR AND CONSPICUOUS DISCLOSURE.—
The disclosure required under paragraph (2)
shall be placed in a conspicuous and promi-
nent location on or with any written applica-
tion, solicitation, or other document or
paper relating to any extension of credit con-
sisting of or involving a private educational
loan for which such disclosure is required
under this subsection.

‘“(4) WRITTEN ACKNOWLEDGMENT OF RE-
CEIPT.—In each case in which a disclosure is
provided pursuant to paragraph (2) and an
application initiated, a creditor shall obtain
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a written acknowledgment from the con-
sumer that the consumer has read and un-
derstood the disclosure.

‘“(6) ADDITIONAL DISCLOSURES.—In the case
of an extension of credit that is a private
educational loan, other than a loan secured
by a dwelling or an open end credit plan, the
creditor shall make available, in a clear and
accessible manner (including through the
website of the creditor), the information re-
quired by sections 153(a)(1)(B)(iv) and (v) of
the Higher Education Act of 1965.

‘(6) PROVISION OF INFORMATION.—Before a
creditor may issue any funds with respect to
an extension of credit described in paragraph
(1) for an amount equal to more than $1,000,
the creditor shall notify the relevant post-
secondary educational institution, in writ-
ing, of the proposed extension of credit and
the amount thereof.

“(7) REGULATORY AUTHORITY.—The Board—

“‘(A) shall issue such rules and regulations
as may be necessary to implement this sub-
section; and

‘“(B) may, by rule, establish appropriate
exceptions to the requirements of this sub-
section.

‘“(8) DEFINITIONS.—As used in this sub-
section, the terms ‘private educational loan’
and ‘covered institution’ have the same
meanings as in section 151 of the Higher Edu-
cation Act of 1965.”.

SEC. 5. IMPROVED INFORMATION CONCERNING
THE FEDERAL STUDENT FINANCIAL
AID WEBSITE.

Section 131 of the Higher Education Act of
1965 (20 U.S.C. 1015) is amended by adding at
the end the following new subsection:

‘‘(e) PROMOTION OF THE DEPARTMENT OF
EDUCATION FEDERAL STUDENT FINANCIAL AID
WEBSITE.—The Secretary—

(1) shall display a link to the Federal stu-
dent financial aid website of the Department
of Education in a prominent place on the
homepage of the Department of Education
website; and

‘(2) may use administrative funds avail-
able for the Department’s operations and ex-
penses for the purpose of advertising and
promoting the availability of the Federal
student financial aid website.

¢“(f) PROMOTION OF AVAILABILITY OF INFOR-
MATION CONCERNING STUDENT FINANCIAL AID
PROGRAMS OF OTHER DEPARTMENTS AND
AGENCIES.—

‘(1) AVAILABILITY OF INFORMATION.—The
Secretary shall ensure that the eligibility
requirements, application procedures, finan-
cial terms and conditions, and other relevant
information for each non-departmental stu-
dent financial assistance program are easily
accessible through the Federal student fi-
nancial aid website and are incorporated into
the search matrix on such website in a man-
ner that permits students and parents to
readily identify the programs that are appro-
priate to their needs and eligibility.

‘“(2) AGENCY RESPONSE.—Each Federal de-
partment and agency shall promptly respond
to surveys or other requests for the informa-
tion required by paragraph (1), and shall
identify for the Secretary any non-depart-
mental student financial assistance program
operated, sponsored, or supported by such
Federal department or agency.

‘(3) DEFINITION.—For purposes of this sub-
section, the term ‘non-departmental student
financial assistance program’ means any
grant, loan, scholarship, fellowship, or other
form of financial aid for students pursuing a
postsecondary education that is—

‘“(A) distributed directly to the student or
to the student’s account at the institution of
higher education; and

‘(B) operated, sponsored, or supported by a
Federal department or agency other than the
Department of Education.”.
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The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
California (Mr. GEORGE MILLER) and
the gentleman from California (Mr.
MCKEON) each will control 20 minutes.

The Chair recognizes the gentleman
from California (Mr. GEORGE MILLER).

GENERAL LEAVE

Mr. GEORGE MILLER of California.
Mr. Speaker, I ask unanimous consent
that all Members may have 5 legisla-
tive days to insert materials relevant
to H.R. 890 into the RECORD.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

Mr. GEORGE MILLER of California.
Mr. Speaker, I yield myself such time
as I may consume.

Mr. Speaker, I rise in support of this
legislation, H.R. 890, the Student Loan
Sunshine Act of 2007. I offer this legis-
lation along with Mr. MCKEON, the sen-
ior Republican on the Education and
Labor Committee; and Mr. HINOJOSA,
the subcommittee Chair of the Higher
Education Subcommittee on the Edu-
cation and Labor Committee.

This legislation would protect stu-
dents and families from the corrupt
practices and abuses that for too long
have been allowed to run rampant
within the student loan industry.

Ensuring that our Nation’s student
loan programs are working as effec-
tively as possible to help students and
parents pay for the cost of a college
education, it is paramount to the goals
of this Nation recognizing the impor-
tance of students’ achieving a college
education so they can fully participate
in American society and the American
economy. And working to make that
more accessible and affordable has
been the long-term goal of both parties
of this government.

But now what we see is that this pro-
gram has been badly corrupted. This
program has started to be hollowed out
by the activities of lenders, of univer-
sities, of individuals within the govern-
ment, individuals within the university
system, individuals within the lending
community. For 6 years this adminis-
tration has been put on notice of these
activities taking place in the student
lending program with ever-mounting
evidence and public statements and
concerns echoed by members within
the administration from the previous
administration calling to the problems
that were occurring within the student
loan programs. It is becoming increas-
ingly clear that the student loan pro-
gram has been hijacked by third par-
ties who saw that they could run this
program to their financial benefit. Un-
fortunately, that meant that it was
being run to the detriment of the stu-
dents and the families who are bor-
rowing the money who are struggling
to pay this money back so that they
could achieve a college education.

We introduced this legislation first in
February when it was disclosed by New
York Attorney General Andrew Cuomo
that he was expanding an investigation
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into the relationships between lenders
and colleges and universities across the
country.

Throughout the previous years, sto-
ries have surfaced about inducements
and kickbacks and conflicts of inter-
ests, bribes and payoffs ranging from
sending college employees on exotic
vacations to staffing school financial
aid offices during the busiest time of
the student aid calendar. These induce-
ments are offered by lenders to secure
a spot on the preferred lender list, a
list that supposedly presents to the
students and to their families that this
is a list of trust, that these are the best
loans available for a number of reasons
to those students. But we now learn
that securing a position on a preferred
lender list was really, in many in-
stances with many universities and
with many lenders, an act of corrup-
tion, not an act of transparency, not an
act of honesty, not an act in the best
interest of the students and/or their
parents, and not in the best interest of
achieving the lowest possible cost for
those students’ education.

But entry into the preferred lender
meant more than just having this cov-
eted spot. It meant a near guarantee of
business. It meant an opportunity for
lenders to prey on families and offer
them private loans. It also meant that
students weren’t given the best infor-
mation, the most accurate informa-
tion. It also meant increased cost to
the students and to their families.

Since we first introduced this bill,
ongoing investigations at the Federal
and State levels and by news organiza-
tions have shed new light on the scope
of the corruption and the conflicts of
interest surrounding these lists that
are undermining the Federal student
loan aid program that millions of bor-
rowers have come to depend upon. We
have learned more about the aston-
ishing degree to which Ilenders buy
their way into colleges and universities
through excessive inducements, which
is the polite word, or what might be
termed ‘‘bribery,” which might be a
better word, in order to boost their
marginal profits.

All of this, all of this was known to
the Department of Education. Sug-
gested changes were left behind by the
Clinton administration to this pro-
gram. Department employees raised
these concerns and others with the De-
partment of Education, and no action
was, in fact, taken. And what we see, of
course, is that less protection was pro-
vided to students and to their families.

We have learned that these induce-
ments include college officials being
paid to serve on lender advisory boards
and receiving stock in the companies.
We have learned that these conflicts of
interest do not end with college finan-
cial aid officers. It has been revealed
that at least one public official in the
Office of Federal Student Aid, the arm
of the Department of Education that
runs the student aid program, held
hundreds of thousands of dollars of
stock in a major student loan com-
pany.
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But this is just the tip of the iceberg.
Lenders and schools must be held ac-
countable for any practice that com-
promises the trust that students and
parents deserve to have in our Federal
student aid program. Today, by passing
the Student Aid Sunshine Act, we are
taking clear and important actions to
put an end to the corrupt practices and
conflicts of interest that for too long
have been allowed to dominate this in-
dustry.
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We call on lenders, institutions and
the Department of Education to also
take appropriate action to end these
practices, and we insist that they rec-
ognize their fiduciary responsibility to
the students and their parents who are
the borrowers of this money, the bor-
rowing of money that they struggle to
pay back for many years afterwards.

I am proud to be joined by my col-
leagues on the Education and Labor
Committee, BUCK MCKEON, the senior
Republican, and, again, RUBEN
HiNnoJosA of the Subcommittee on
Higher Education to bring to the floor
a stronger, more comprehensive, bipar-
tisan Student Loan Sunshine Act. This
bill will prevent these egregious prac-
tices from occurring in the future by
reinstating trust in our schools
through strict codes of conduct, guar-
anteeing loan options and ensuring the
best loan possible, ensuring equal and
timely processing of loans, giving stu-
dents full and fair information when
taking out and repaying loans, pro-
tecting students from aggressive mar-
keting practices and inserting the fidu-
ciary responsibility for all parties to
these agreements.

Further, this bill bans all gifts, par-
ticipation on advisory boards and risk-
sharing agreements between lenders
and schools and ensures greater trans-
parency and accountability when
schools recommend lenders for the stu-
dents.

I urge all of my colleagues to join us
in voting for this legislation. Today, I
think we can take this critical step to-
ward returning these programs to the
very people they were intended to
serve, students and parents who are
borrowing this money. It’s time to pro-
tect these students and parents and
end the exploitation and the abuses of
the student loan program.

Again, I want to thank my colleagues
on the committee for all their assist-
ance in drafting this legislation.

Mr. Speaker, I reserve the balance of
my time.

Mr. McKEON. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I rise in support of this
legislation and thank Chairman MIL-
LER and Chairman HINOJOSA, Ranking
Member KELLER, and their staffs and
my staff for striking a bipartisan ac-
cord to advance this bill.

I have often said that in order to
begin reaffirming trust in our student
aid system all stakeholders must step
up. That means lenders, colleges, the
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Education Department, States and
Congress all have a role to play.

Within the past few weeks, Secretary
of Education Spellings established an
internal task force to review her De-
partment’s oversight of Federal stu-
dent loan programs; and, today, the
U.S. House is stepping up as well. It is
an important step, to be sure. We are
stepping up today for a single, funda-
mental reason, to ensure our Nation’s
financial aid system continues to serve
the need of the students who depend on
it for the opportunity to get an edu-
cation.

This isn’t about us versus the lenders
or us versus the financial aid officers,
and this isn’t about direct loans versus
the market-based FFEL program. And,
for the record, I continue to strongly
support FFEL and a healthy competi-
tion between the two Federal pro-
grams. This is about protecting the in-
terests of millions of young men and
women who expect our student aid sys-
tem to be there for them when they
need it.

Several weeks ago, my Education and
Labor Committee colleague, Mr. KEL-
LER, and I introduced comprehensive
legislation to begin the process of re-
affirming our trust in the financial aid
system. I am proud that our bill served
as an impetus for bringing the measure
before us to the House floor.

Our legislation built on many of the
financial aid reform recommendations
Chairman MILLER made earlier this
year, and I am pleased that what we
are poised to advance today reflects a
broad agreement to set these impor-
tant reforms into motion.

Like my bill and Chairman MILLER’S
bill, the bipartisan agreement we will
vote on today does not explicitly out-
law the practice of preferred lender
lists. Rather, it reforms this practice
to ensure that it continues to serve the
interests of our students. Like my bill
and Chairman MILLER’s bill, the bipar-
tisan agreement we will vote on today
aims to protect against conflicts of in-
terest between lenders and financial
aid officers. And like my bill and
Chairman MILLER’s bill, the bipartisan
agreement we will vote on today allows
lenders to seek advice from institu-
tions in order to improve products and
services for students.

However, the measure Mr. KELLER
and I introduced went even further
than past recommendations, and I am
pleased the agreement we will vote on
today incorporates our important
modifications. For example, just as in
the bill I authored with Mr. KELLER,
the measure before us asks colleges to
develop their own unique codes of con-
duct that must include restrictions on
anything else that may give the ap-
pearance of a conflict of interest be-
tween financial aid officers and lend-
ers. And just as in the bill I authored
with Mr. KELLER, the measure before
us bans revenue sharing between lend-
ers of private loans and colleges or uni-
versities.

Mr. Speaker, the FFEL and other fi-
nancial aid programs successfully serve
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millions of students and their families
every year, and this bill makes our sys-
tem even better. As we move forward
from here, we must not lose sight of
the fact that the Federal financial aid
system must work for students and col-
leges alike. We must be careful not to
overreach, as Congress does all too
often, but we do need to reaffirm our
trust in the system. I believe this bill
does just that.

I urge my colleagues to join me in
supporting it.

Mr. Speaker, I reserve the balance of
my time.

Mr. GEORGE MILLER of California.
Mr. Speaker, I yield myself 15 seconds.

Mr. Speaker, I failed to acknowledge
and I want to acknowledge Mr. KEL-
LER’s help in the drafting of this legis-
lation. He is the senior Democrat on
the Higher Education Subcommittee.

I would like to yield 3% minutes to
the Chair of that subcommittee, Mr.
HINOJOSA.

Mr. HINOJOSA. Mr. Speaker, I rise
in strong support of H.R. 890, the Stu-
dent Loan Sunshine Act. This is the
legislation that cannot wait. Given the
daily revelations of scandals, conflicts
of interest and cozy relationships that
undermine public confidence in our
student loan programs, it is imperative
that we act now to restore integrity.

I would like to thank Chairman MIL-
LER and Ranking Member MCKEON, as
well as the ranking member of the sub-
committee from Florida, Ric KELLER,
in approaching this legislation with ur-
gency and bipartisanship. It is time to
take a stand and put the interests of
students and families first. This legis-
lation is an important signal that we
in Congress are committed to doing
just that.

Mr. Speaker, this legislation will ban
the most egregious practices that have
been uncovered by Attorney General
Cuomo in New York. Just read the New
York Times this morning and you will
see all that has been uncovered. It will
require lenders and institutions alike
to adhere to a strict code of conduct. It
will ensure that preferred lender lists
are based on the best deal for students.
It will ensure that students and fami-
lies have accurate, unbiased informa-
tion about their loan options. It will
ensure that borrowers are able to ex-
haust their Federal loan eligibility be-
fore being steered to pricier private
loan packages.

The crisis of confidence in our stu-
dent loan programs shines a light on a
larger problem. We have a crisis in col-
lege affordability for our low- and mid-
dle-income families. College costs are
rising rapidly, and Federal student aid
has not kept pace. According to the
Advisory Committee on Student Finan-
cial Assistance, paying for a 4-year
public university costs our lowest-in-
come families 87 percent of their in-
come. We are expecting these families
to come up with over $10,000 per year
through work or loans to pay for col-
lege.

Quite simply, we have left low- and
middle-income families to fend for
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themselves when it comes to financing
a college education. After 4 years of
stagnation, the maximum Pell Grant
stands at only $4,310. We have left fam-
ilies rudderless when it comes to navi-
gating the explosive growth in the stu-
dent loan programs. We have not
looked after their interests.

After listening to many representa-
tives of Federal and private college
loan programs, I am convinced that we
here in Congress must take this bipar-
tisan action to restore integrity to this
important program. The Student Loan
Sunshine Act is a first step in restoring
faith in our student aid programs and
fulfilling the promise of the Higher
Education Act.

Mr. Speaker, we have more work to
do, but let’s get this job done today. I
strongly urge my colleagues to support
H.R. 890, the Student Loan Sunshine
Act.

Mr. McKEON. Mr. Speaker, I yield
now 4 minutes to the ranking member
Republican on the Higher Education
Subcommittee, the gentleman from
Florida (Mr. KELLER).

Mr. KELLER of Florida. I thank the
gentleman for yielding. And I appre-
ciate the Freudian slip by Congressman
Chairman MILLER. I still am Repub-
lican. I am reminded every day when
my parking space is now out in Mary-
land that I’'m a Member of the minor-
ity party here.

I rise today in support of the Student
Loan Sunshine Act, H.R. 890, for three
specific reasons.

First, this legislation fully includes
legislation that I authored called the
One-Stop Financial Aid Information
Act, H.R. 1522, which creates an easy-
to-use one-stop Web site for students
and their families about financial aid
information for college, including in-
formation about Pell Grants, student
loans and scholarships offered by var-
ious Federal agencies. Far too many
young people give up on their chance
to go to college because they lack in-
formation about the various grants and
scholarships available to them. Now
they will have all this information
right there at their fingertips as a re-
sult of an easy-to-access link right
there on the home page of ed.gov.

I want to especially thank Congress-
man HENRY CUELLAR of Texas. It was
Congressman CUELLAR who actually
conceived of this idea and shared it
with me on a codel that he and I had to
Iraq based on his positive experience
with a similar Web site in Texas, and
he is a coauthor of this provision.

The second reason I support this leg-
islation is because it specifically in-
cludes a financial aid code of conduct
that must be adopted by colleges; and
that language is taken out of the bill
authored by Congressman BUCK
MCKEON called the Financial Aid Ac-
countability and Transparency Act,
H.R. 1994. In a nutshell, it provides that
there shall be no conflicts of interests,
gifts or revenue sharing between lend-
ers and colleges or their employees.

The third reason I support this legis-
lation is because it does not ban pre-
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ferred lender lists under the market-
based FFEL program. Now after the re-
cent student loan scandal, some of
which was highlighted by Attorney
General Andrew Cuomo of New York,
there was a temptation on a handful of
people’s part to overreact. Some want-
ed to abolish or place a moratorium on
preferred lender lists. Some even sug-
gested that we switch from the mar-
ket-based FFEL program to direct
lending. This appropriate legislation
doesn’t contain that overreaction, and
I'm proud that it doesn’t, and the rea-
son is preferred lender lists play a very
positive role when done right.

There are literally over a thousand
student lenders. Some of those lenders
have lower interest rates, low origina-
tion fees, more flexible terms for defer-
ring repayments and better customer
service. On the other hand, there are
lenders that have higher rates and fees,
bad customer service and can be char-
acterized as fly-by-night operations.
It’s pretty hard to tell if you’re an 18-
year-old kid which lender is which, but
if you’re a financial aid administrator
who has been in the business for two or
three decades, you can give some guid-
ance into that issue.

This bill specifically allows these
preferred lenders to still have a pre-
ferred lender list, provided that each
college gives a choice of at least three
lenders, the college disclose why they
were selected as a lender, and the col-
lege disclose what terms they remain a
lender. That is a pretty fair and appro-
priate response to the scandals that we
have had and a pretty good contrast to
what we have with the Federal direct
lending program where a college says
you only have one lender, it’s the Fed-
eral Government, and there is no com-
petition for lower fees or rates.

In closing, Mr. Speaker, this legisla-
tion helps to rein in some of the bad
apples in the student loan industry,
while preserving the healthy and ap-
propriate competition between the di-
rect lending and FFEL program. For
these reasons, I urge my colleagues to
vote ‘‘yes’ on this legislation.

Mr. GEORGE MILLER of California.
I yield 2 minutes to the gentlewoman
from California (Ms. WOOLSEY).
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Ms. WOOLSEY. Mr. Speaker, I want
to thank Chairman MILLER and Rank-
ing Member MCKEON for putting forth
a good and necessary bill to protect our
college students from the loan industry
practices that actually work against,
not for, those students who need the
help. Every student in America who
wants to go to college deserves the op-
portunity to do so, and we need to
make it easier for them to go to school,
not harder. Our students deserve all
the help we can give them to ensure
that they not only get a good edu-
cation, but that they also don’t come
out of college saddled with loans or in-
terest rates that will haunt them for
years and years to come.

This bill will ensure that the student
loan companies and some financial aid
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officers can no longer benefit from di-
recting students to any particular loan
company. What a concept. Loans
should be for our children and for our
students, not for those who are in-
volved in the industry.

The Student Loan Sunshine Act en-
sures that students get the best pos-
sible options when deciding on a loan.
A vote for this bill is a vote for our col-
lege students and for giving every child
the opportunity to succeed in life, and
indeed it is a vote for the future of the
United States of America, because
these young people are our future.

Mr. MCKEON. Mr. Speaker, I reserve
the balance of my time.

Mr. GEORGE MILLER of California.
Mr. Speaker, I yield 2 minutes to the
gentlewoman from Florida (Ms.
WASSERMAN SCHULTZ).

Ms. WASSERMAN SCHULTZ. Mr.
Speaker, I rise in support of the Stu-
dent Loan Sunshine Act, and I con-
gratulate Chairman MILLER for bring-
ing the principles of honest leadership
to higher education financing.

The cost of higher education has in-
creased dramatically over the past few
years, making college less affordable
for many families. Financial aid is an
important tool in helping make the
cost of college more affordable. The
people and institutions that administer
these loans must be held to the highest
ethical standards. For most students,
their college loan will be their first
form of major debt after their gradua-
tion.

As we encourage financial literacy
and responsibility among this genera-
tion of young people, we must ensure
that students are protected. They need
to understand and know that their
lenders and their financial aid adminis-
trators are in their corner and that
they don’t have individuals that are
trying to undermine them or make
money on the backs of these students.

Financing a college education is de-
pendent on industry and institutional
accountability. Strict codes of conduct
will ensure this accountability.

Additionally, I am also supportive of
the Department of Education’s efforts
to install new safeguards to protect
students’ privacy. We need to make
sure that our students can have the ut-
most confidence in the system that is
designed to provide them the oppor-
tunity to pay off their loans after their
education and go on to become produc-
tive members of our society.

Mr. GEORGE MILLER of California.
Mr. Speaker, I yield 22 minutes to the
gentleman from Illinois (Mr. EMAN-
UEL).

Mr. EMANUEL. Mr. Speaker, I would
like to thank the chairman and the
ranking member for their leadership on
this issue.

Mr. Speaker, not one of us would be
here if it wasn’t for the ability to af-
ford a college education, and although
we are talking about cleaning up a
mess, it is quite clear we should also
remember what is happening here. For
a long time, there was no oversight or
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any accountability in administration,
and people from industry were actually
in the responsibility, and their re-
sponse was to govern and oversee in-
dustry they came from. So what did
they do? They cut out the middleman.
There is no need for a lobbyist, because
the industry is the government in this
case.

What is most ironic in this situation
on the student loan situation is indus-
try was getting taxpayer subsidies to
run a business in which the very stu-
dents that were also dependent on their
parents were also paying the bill. They
were paying on the front end and on
the back end. And it was a total rip-off
of the American taxpayers. And it is on
a subject, college education, that is so
essential, because we know, today, in
the new economy, you earn what you
learn.

What we are taking is people’s abil-
ity to achieve the American Dream,
which is so essential, a college edu-
cation, that ticket to the American
Dream. And rather than see what was
an honorable profession, something im-
portant that could be done with good
business practices, it has turned into a
scandal that has affected both the
schools and the administrators of those
schools, public officials responsible for
it, and the lenders in that industry. It
was affecting everybody.

Now, I hope, and from conversations
with the chairman, we can rest assured
this is just the first step in changing
the rules of the game so industry and
those in the lending industry under-
stand and those in the regulatory side
of it that there is a new way we are
going to do business. And there is a
new code of conduct for both the public
officials and those in the lending indus-
try, because we must fundamentally
remember, a college education is a
ticket to the American Dream, in a so-
ciety and economy where you earn
what you learn.

I do want to recognize the Attorney
General of New York for leading this
effort, for Congress in a bipartisan
fashion stepping up to the plate and
taking the first step with this sunshine
act.

But we are not done in cleaning up
the mess as it relates to the college
loan industry. This is only the first
step to doing that, to cleaning up this
mess, because it relates to other areas.
We saw it today when the individual
responsible for the oil and gas leasing
and royalty payment industry because
of congressional oversight is now step-
ping down because it is clear taxpayers
were not given their fair shake.

We are doing the right job, and I
commend both parties in the com-
mittee for holding these oversight
hearings and producing this legislation
and hope that we continue, as we did in
the Six in ’06, we voted, first of all, to
cut the interest rates on student loans;
we take this sunshine act, we come
back with the higher education bill. We
come with the FASA reform. We con-
stantly make sure that we are reform-

CONGRESSIONAL RECORD —HOUSE

ing higher education and the access to
higher education, so we serve the peo-
ple who are doing right, working hard,
paying taxes and raising their kids
with the right sense of values to do
right. This is an industry that needs a
whole top-to-bottom cleaning and
washing.

Thank you for your leadership, Mr.
Chairman.

Mr. Speaker, for the past 6 years, the public
has had to watch as scandal after scandal fell
on deaf Republican ears.

How times have changed.

Today, Democrats are demanding account-
ability and ending business as usual.

We’ve put the spotlight on the rampant cor-
ruption in the Bush administration and the
scandals that used to be shoved under the rug
are now being exposed.

And the new Democratic Congress is get-
ting results for the American people.

The latest corruption scandal involves lend-
ers, schools and public officials and has un-
dermined a vital student loan program that mil-
lions of students depend on.

On Monday the New York Times reported
that over 4 years ago a researcher at the Edu-
cation Department tried to warn his super-
visors that student lending companies were
improperly collecting hundreds of millions in
overpayments.

Big companies were getting millions from
the very taxpayers who were getting the bill on
the other side. So what did the Bush adminis-
tration do?

Nothing.

Top officials at the Department of Edu-
cation’s Student Aid Office made millions
when they sold stock they held in lending
companies.

What did the Department do when con-
fronted with this obvious conflict of interest?

Nothing.

It wasn’t until the media and this Congress
began in oversight demanding accountability
that these officials were put on leave. And
yesterday, the head of Federal Student Aid
abruptly announced her resignation.

Additionally, the Attorney General of New
York uncovered a number of improper rela-
tionships between lenders and schools, where
colleges received payments in exchange for
steering loan volume to particular lenders.

It is time to clean up this mess and bring
transparency to the system.

The legislation before us will do just that
and help ensure this sort of scandal never oc-
curs again.

Madam Speaker, students and families have
been the victims of corporate greed, bribery
and corruption in the Bush administration.

Now, it’s time to put an end to these scan-
dals and pass real reform.

| urge all of my colleagues to support this
legislation.

Mr. McKEON. Mr. Speaker, I yield
myself such time as I may consume to
close the debate.

Mr. Speaker, what our job is here in
Washington as legislators is to rep-
resent the people from our districts,
the people from around the country.
Specifically on the Committee on Edu-
cation, we have the responsibility to
protect and encourage those young
people who are trying to receive an
education, both K-12 level and those
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who want to continue their education
throughout their lifetime at the higher
education level.

We have passed many laws that try
to make it easier for people to achieve
the American Dream through edu-
cation. Sometimes we have people that
skirt those laws or take them up to the
edge. When we find problems, it is our
responsibility to address those prob-
lems.

We have about 6,000 schools across
the country that participate in the
Federal financial aid programs. They
have financial aid officers that work
with the students that come into the
schools to help them get a Pell Grant
or get other financial aid that is avail-
able, or they help them find a loan
company that will help them get a loan
that is needed to achieve their edu-
cation.

We have about 3,500 lenders that par-
ticipate in these loans. Again, some of
the lenders have crossed the line or
gotten too close to the line, as with
some of the financial aid officers, but
we definitely don’t want to paint all
lenders, all schools, all financial aid of-
ficers, with a broad brush, saying they
are all corrupt. Most of them, the vast
percentage of them, are doing a great
job of trying to carry out their mission
and helping students achieve their
goals.

This piece of legislation will help
make that law stronger, to verify that
those students will get the most help
in getting the loans and getting the fi-
nancial aid they need to achieve the
American Dream, and I am happy to be
a part of this, to make it come to pass.
I am hopeful that the other body will
pick up this legislation and move for-
ward with it. I encourage all of my col-
leagues to support this law.

Mr. Speaker, I thank, again, Chair-
man MILLER for being expeditious on
this and getting this bill to the floor
quickly.

Mr. Speaker, I yield back the balance
of my time.

Mr. GEORGE MILLER of California.
Mr. Speaker, I thank the gentleman.

Mr. Speaker, I yield 1 minute to the
gentleman from Texas (Mr. HINOJOSA).

Mr. HINOJOSA. Mr. Speaker, in clos-
ing, I want to say that this work that
has been done by Chairman MILLER and
Ranking Member BUCK MCKEON has
been something that I have really ap-
preciated.

This is an $85 billion industry, and
when you take the for-profit groups
that are lending money, it exceeds $100
billion. I foresee that, with this legisla-
tion, we are going to see an increase as
a result of that. We should be looking
at $110 billion being lent, because it
will be easier and much more accept-
able to be able to borrow money at a
lesser cost to the families.

Finally, in the area that I come from,
were it not for these student loans, the
Pell Grants and the Perkins Act loans
that are available, many minority fam-
ilies’ children, boys and girls, would
not be able to go to college.
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So we are pleased with the leadership
of these two gentlemen, and I look for-
ward to seeing its passage.

Mr. GEORGE MILLER of California.
Mr. Speaker, I thank the gentleman
from Texas for his remarks and for his
leadership on this. I thank Mr. MCKEON
and Mr. KELLER for all of their co-
operation, for their suggestions and for
the introduction of the bill soon after
this came to light by Mr. MCKEON. I
think it was very helpful in our discus-
sions with Attorney General Andrew
Cuomo. I certainly want to thank him
for his diligence and the speed with
which he responded to this informa-
tion.

Tragically, much of this information
has been available for a considerable
period of time. Tragically, what we
now are making against the law, the
conduct we are now changing almost
became the preferred way of doing
business among many of the colleges
and universities and the lenders which
they utilized on behalf of their stu-
dents.

It is just inconceivable that when
people understand, and it is brought to
our attention every day, the decisions
that students and their families have
to make about whether to pursue a col-
lege degree, the costs that are in-
curred, the sacrifices that are made by
working families, by all families, by
the students, many of whom then work
part time and full time to augment the
cost of that college, when that sacrifice
and those determinations and decisions
are made by those families, to have
that process corrupted by some of the
largest corporations in America, some
of the wealthiest corporations in Amer-
ica, that they would see somehow a
way to skim off, to skim off the profits
and the costs at the expense of these
students and of the taxpayers that put
up the money.

The reason we guarantee these loans
is to try to drive this money to the stu-
dents and their families at the lowest
possible cost so that they can afford to
go to college; they can afford to take a
job and pay back the cost of their col-
lege. That is the public purpose. Now
that public purpose has absolutely been
prostituted by the Department of Edu-
cation, by many of the lending institu-
tions and by many of the colleges and
much of the personnel that works for
them.

This legislation is a first step, a bi-
partisan step to stop those practices in
their tracks, to get this program right
side up for the benefit of the families
and the students who are borrowing the
money. To serve notice on the institu-
tions, the lenders, the institutions of
higher education and the people who
work in these programs that this will
no longer be tolerated.

Once again, this program has to come
to the point where it is again serving
the families and the students who are
making this sacrifice to achieve a col-
lege education at the lowest possible
cost. That is the public interest, that is
the public purpose, and we will not
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have that corrupted. We will not have
that corrupted, either by the public
agencies or the private agencies that
are engaged in this program.

The next step is to bar those agencies
if they continue in this practice. That
would be a horrible thing to do for
those institutions, but we will not
allow this to continue. And as we con-
sider the Higher Education Act, we are
going to continue to pursue ways in
which we can reform this program and
make it work for those for whom it was
designed, the families and the students.

I want to thank the staff on both
sides of the committee that were so
helpful in understanding the programs
and the changes that needed to be
made, that went through the evidence
and responded in this legislation, so
that the House of Representatives
could go on record that we will not
allow this to happen on our watch.

O 1100

Mr. McKEON. Mr. Speaker, I ask
unanimous consent that both sides be
allocated an additional 1%2 minutes in
order to allow Mr. CASTLE, the ranking
member, who has just arrived, to speak
on the bill.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

Mr. MCKEON. Mr. Speaker, I yield 1%
minutes to the gentleman from Dela-
ware (Mr. CASTLE).

(Mr. CASTLE asked and was given
permission to revise and extend his re-
marks.)

Mr. CASTLE. Mr. Speaker, let me
thank both Mr. GEORGE MILLER and
Mr. MCKEON. I am in total agreement
with them on this legislation. I also
would like to thank the staff for their
working on this.

I think it is a shame that we have
gone through the last few months and
all the revelations of the problems in
the student loan industry on a whole
variety of levels. I am not here to at-
tribute blame to anybody at this point
but to suggest we do have a role in get-
ting involved in this and to make a dif-
ference. I will submit my prepared
statement, but I would like to go just
a little beyond that.

I think everyone in America, in
terms of being competitive, has to do
everything we can to educate our
young children. Clearly, student loans
by the individual students and the fam-
ilies need to be taken into consider-
ation, but so does the cost of college.

As we look at the Higher Education
Act which Chairman MILLER ref-
erenced, it is vitally important that we
make sure that our colleges are being
closely analyzed in terms of keeping
those costs down. The Federal Govern-
ment cannot do it all with respect to
grants and loans or whatever it may
be. Indeed, we need to close the gap be-
tween the cost of college and what peo-
ple can afford. Hopefully, we can con-
tinue to work on this.

This is a wonderful first step. I hope
everyone is supportive of H.R. 890. I
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certainly am supportive of it and con-
cur with statements that have been
made today.

| rise in support of H.R. 890, the Student
Loan Sunshine Act, which will return the focus
of the financial aid process to serving the
needs and interests of students. H.R. 890 is
the first step in ensuring that the federal stu-
dent aid program is kept on a firm foundation
for generations to come.

As Congress moves towards reauthorizing
the Higher Education Act, the reforms in H.R.
890 are steps in the right direction to ensure
the financial aid system works for students
and colleges alike.

In addition to this bill, the Committee has
also held one investigative hearing on findings
by New York Attorney General Andrew Cuomo
on the relationship between student loan lend-
ers and the financial aid offices in institutions
of higher education. Tomorrow the Committee
will hold a second in investigative hearing,
asking U.S. Secretary of Education, Margaret
Spellings about alleged lapses in the Depart-
ment’s oversight of the federal student loan
programs. Additionally, Mr. PETRI and | have
sent a letter to the Congressional Research
Service (CRS) requesting information from
them about the private loan industry. By an-
swering some of these questions and by pass-
ing this legislation today, | am hopeful Con-
gress can work to restore confidence in the
federal student loan system.

| urge my colleagues to support H.R. 890,
the Student Loan Sunshine Act, to help serve
the needs and interests of our students and to
restore confidence in our federal loan system.

Mr. PETRI. Mr. Speaker, | rise today in sup-
port of H.R. 890, the bipartisan Student Loan
Sunshine Act, as a first step towards com-
prehensive student loan reform. The series of
scandals that have surfaced over the last
month have underscored the need for clear
and explicit guidance on student lending eth-
ics. These revelations of kickbacks, financial
aid officer compensation, lavish travel, and aid
office staffing are just a few of the egregious
practices lenders have employed to buy ac-
cess on preferred lender lists and manipulate
the trust of both students and taxpayers.

In supporting H.R. 890, however, we must
remember that these abuses are merely
symptoms of a very broken system: the Fed-
eral Family Education Loan (FFEL) program.
The excessive subsidies made to student
lenders through this archaic loan-delivery sys-
tem cost taxpayers approximately $5 billion
more each year than the comparable Direct
Loan program. Indeed, the Office of Manage-
ment and Budget, Congressional Budget Of-
fice, Treasury Department, Government Ac-
countability Office, and other economists are
all in agreement that the FFEL structure is
hemorrhaging taxpayer subsidies. While this
wasteful spending is inexcusable, it is even
more appalling that none of these excess sub-
sidies filter back down to students in the form
of borrower benefits, but rather have been
used to underwrite these unethical practices.

Let me be very clear, while the Sunshine
Act is a positive first step towards reform, we
must only consider it a stop-gap measure to
limit further abuse of the FFEL program while
we develop a comprehensive, structural loan
reform. In the coming months, Congress will
have another opportunity to consider changes
to this nation’s higher education laws. The real
test of our resolve will be whether we settle for
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yet another Band-Aid on a broken system or
if we work to redesign this system to ensure
that critical tax dollars in federal student loans
provide the best return on our taxpaying con-
stituents’ investment.

Mr. Speaker, | invite my colleagues to join
me not only in supporting this bill, but also
working towards comprehensive student loan
reform. Students and taxpayers deserve bet-
ter, and Congress has the responsibility to de-
liver these critical reforms this year.

Mr. ANDREWS. Mr. Speaker, | rise in
strong support of the Student Loan Sunshine
Act. This bill helps to ensure that parents and
students have access to all student loan op-
tions available to them in order to make the
best informed decision.

Some key improvements include providing
students information on all federal student aid
opportunities through a new “one-stop” link on
the Department of Education website. This will
allow students to have access to all lenders of
their choice, and not feel limited with preferred
lender list. The bill also requires institutions
disclose all relationships with lenders and pro-
tects students from aggressive marketing
practices.

The student loan industry has been under
intense scrutiny recently and it is our obliga-
tion as Members of Congress to promote open
and honest leadership. | applaud Chairman
MILLER for developing a strong piece of legis-
lation that will help restore trust in the student
loan industry.

Access to affordable and quality education
is a key element to this country’s future. As a
cosponsor of the Student Loan Sunshine Act,
| encourage my fellow colleagues to support
this bipartisan legislation.

Mr. CONYERS. Mr. Speaker, | rise today in
support of H.R. 890, The Student Loan Sun-
shine Act of 2007. Over the last few decades
the costs of a postsecondary education in our
country has increased exponentially. Now,
more than ever our nation’s students and fam-
ilies are relying on student loans to help pay
for a college degree and yet, thanks in large
part to the investigative reporting New York
Times, we now know that egregious conflicts
of interest and corrupt practices among lend-
ers, schools, and public officials are under-
mining the student loan programs on which
millions of borrowers depend. This is unac-
ceptable, and | am pleased that the Education
and Labor Chairman GEORGE MILLER has de-
cided to address this situation so promptly.

The Student Loan Sunshine Act cleans up
the student loan industry and ensures that stu-
dents and families will encounter a more trust-
worthy student aid system in the future by re-
quiring institutions and lenders to adopt strict
codes of conduct that adhere to specific
guidelines, banning all gifts, participation on
advisory boards, and revenue-sharing agree-
ments between lenders and schools, man-
dating institutions disclose all relationships
with lenders, only allowing “preferred lender
lists” on campuses with strict assurances that
the list was created with the students’ best in-
terest in mind, ensuring that students have ac-
cess to all lenders of their choice (including
those not on the preferred lender lists), prohib-
iting staffing of school financial aid offices.

We need to pass this legislation here and
now to send a message to all stock holders
that Congress and the American public will not
abide abusive lending practices and that we
are entitled to transparency in student loan
programs.
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Mr. VAN HOLLEN. Mr. Speaker, in a time
when most students graduate with at least
$20,000 in debt, it is more important than ever
that students can find loans with low interest
rates that are easy to pay back. In the best
case, students can get federal financial aid.
However, more and more students have
maxed out that aid and are turning to the pri-
vate market. Many schools recommend lend-
ers to help students and their families find
loans.

Now, most schools do work in the best in-
terest of their students, and choose preferred
lenders based on the benefits they can give
students. But, as we have seen, some unscru-
pulous lenders have schemed with certain un-
scrupulous staff of college loan offices to
serve their own special interests rather than
the interests of students and their families.

What is worse, the Department of Education
knew about these cozy relationships between
student loan officials and lenders and did
nothing about it. This is indicative of the lack
of oversight that has persisted at the Depart-
ment of Education for the last six years. Some
of us in Congress, a few years ago, worked to
close a loophole in the federal student loan
program that was costing taxpayers millions of
dollars. We had to pass a law to force the De-
partment of Education to act—they had re-
fused to issue emergency regulations to stop
the subsidy and save money for taxpayers
and students.

And now, again, the Department of Edu-
cation, when faced with a clear conflict of in-
terest between lenders and schools, has failed
to respond adequately. Congress must step in
to make the rules clear.

This bill does just that. It clarifies appro-
priate conduct for schools. It encourages pri-
vate loans to be competitive with federal
loans. It makes students more aware of their
options by making the student loan market
less confusing and more transparent.

Perhaps most importantly, this bill will re-
store trust between students and their col-
leges. Students need to be able to trust that
their school officials are giving them the best
advice in the confusing world of student loans.
The provisions of this bill, by requiring schools
to disclose exactly how their preferred lenders
are chosen, will reassure students and parents
that schools are looking out for their best inter-
ests.

This bill will help students and parents get
the best deal for their money. | encourage my
colleagues to vote yes on the Student Loan
Sunshine Act, and put in place a system that
looks after students’ interests, and is not
plagued by special interests.

Mr. HOLT. Mr. Speaker, | rise in support of
H.R. 890, the Student Loan Sunshine Act and
| thank Chairman GEORGE MILLER for bringing
this bill to the floor.

With the rising cost of college, students and
families are more reliant then ever on student
loans to pay for college. At the same time, it
is becoming more and more important for
these students to earn a college degree to
compete for good jobs. U.S. Census data
show that, on average, every year of post-sec-
ondary education raises a worker's annual
earnings, helping the worker to provide for his
family as well as to give back to his commu-
nity. Post-secondary education is becoming
more and more important—according to the
Bureau of Labor Statistics, the percentage of
jobs requiring post-secondary education will
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rise from 29% in 2000 to 42% by the end of
the decade.

Ongoing investigations into the student loan
industry have revealed that egregious conflicts
of interest and corrupt practices among lend-
ers, schools, and public officials are under-
mining the student loan programs that millions
of borrowers have come to depend on. Just
yesterday Theresa Shaw, chief operating offi-
cer of the office of federal student aid, re-
signed from the Department of Education. My
own State of New Jersey now has the State
Attorney General looking into evidence of
agreements between the New Jersey Higher
Education Student Assistance Authority and
lenders that show lenders paid the agency to
market their products to schools.

| am pleased that this bill bans all gifts, par-
ticipation on advisory boards, and risk-sharing
agreements between lenders and schools and
requires institutions to disclose all relation-
ships with lenders. The bill ensures that stu-
dents have access to all lenders of their
choice, including those not on the “Preferred
Lender Lists.” The bill bans staffing of school
financial aid offices by lenders, and ensures
that schools process all loans, from any lend-
er, and do not steer students away from their
first choice. | am also pleased that the bill re-
quires lenders offering private loans to first in-
form students of their federal borrowing op-
tions, so that the student can get the better
federal interest rates.

Too often, when students leave college they
are not informed of all their repayment op-
tions. The bill requires that all exit counseling
is provided with the school’s involvement and
that they inform students of all of their repay-
ment options.

Students deserve clear, straight-forward in-
formation and the bill instills enforceable mar-
keting protections, including disclosures and
notifications to students and institutions by
lenders offering private loans. This bill gives a
student the full picture by requiring lenders
and institutions to disclose fully and promi-
nently the terms, conditions, and incentives for
all loans.

Again, | look forward to the results of the in-
vestigation of the State of New Jersey Attor-
ney General and | thank Chairman MILLER for
taking these steps to disclose all information
about the student loan industry, colleges, and
public officials. | ask my colleagues to support
this important bill.

Mr. GEORGE MILLER of California.
Mr. Speaker, I urge the House to pass
H.R. 890, as amended, and I yield back
the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from California (Mr.
GEORGE MILLER) that the House sus-
pend the rules and pass the bill, H.R.
890, as amended.

The question was taken.

The SPEAKER pro tempore. In the
opinion of the Chair, two-thirds being
in the affirmative, the ayes have it.

Mr. GEORGE MILLER of California.
Mr. Speaker, on that I demand the yeas
and nays.

The yeas and nays were ordered.

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XX and the
Chair’s prior announcement, further
proceedings on this question will be
postponed.
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PROVIDING FOR CONSIDERATION
OF H.R. 1873, SMALL BUSINESS
FAIRNESS IN CONTRACTING ACT

Mr. CARDOZA. Mr. Speaker, by di-
rection of the Committee on Rules, I
call up House Resolution 383 and ask
for its immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. RES. 383

Resolved, That at any time after the adop-
tion of this resolution the Speaker may, pur-
suant to clause 2(b) of rule XVIII, declare the
House resolved into the Committee of the
Whole House on the state of the Union for
consideration of the bill (H.R. 1873) to reau-
thorize the programs and activities of the
Small Business Administration relating to
procurement, and for other purposes. The
first reading of the bill shall be dispensed
with. All points of order against consider-
ation of the bill are waived except those aris-
ing under clause 9 or 10 of rule XXI. General
debate shall be confined to the bill and shall
not exceed one hour equally divided and con-
trolled by the chairman and ranking minor-
ity member of the Committee on Small Busi-
ness. After general debate the bill shall be
considered for amendment under the five-
minute rule. It shall be in order to consider
as an original bill for the purpose of amend-
ment under the five-minute rule the amend-
ment in the nature of a substitute rec-
ommended by the Committee on Oversight
and Government Reform now printed in the
bill. The committee amendment in the na-
ture of a substitute shall be considered as
read. All points of order against the com-
mittee amendment in the nature of a sub-
stitute are waived except those arising under
clause 9 or 10 of rule XXI. Notwithstanding
clause 11 of rule XVIII, no amendment to the
committee amendment in the nature of a
substitute shall be in order except those
printed in the report of the Committee on
Rules accompanying this resolution. Each
such amendment may be offered only in the
order printed in the report, may be offered
only by a Member designated in the report,
shall be considered as read, shall be debat-
able for the time specified in the report
equally divided and controlled by the pro-
ponent and an opponent, shall not be subject
to amendment, and shall not be subject to a
demand for division of the question in the
House or in the Committee of the Whole. All
points of order against such amendments are
waived except those arising under clause 9 or
10 of rule XXI. At the conclusion of consider-
ation of the bill for amendment the Com-
mittee shall rise and report the bill to the
House with such amendments as may have
been adopted. Any Member may demand a
separate vote in the House on any amend-
ment adopted in the Committee of the Whole
to the bill or to the committee amendment
in the nature of a substitute. The previous
question shall be considered as ordered on
the bill and amendments thereto to final
passage without intervening motion except
one motion to recommit with or without in-
structions.

SEC. 2. During consideration in the House
of H.R. 1873 pursuant to this resolution, not-
withstanding the operation of the previous
question, the Chair may postpone further
consideration of the bill to such time as may
be designated by the Speaker.

The SPEAKER pro tempore. The gen-
tleman from California (Mr. CARDOZA)
is recognized for 1 hour.

Mr. CARDOZA. Mr. Speaker, for the
purpose of debate only, I yield the cus-
tomary 30 minutes to the gentleman
from Florida (Mr. LINCOLN DIAZ-
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BALART). All time yielded during con-
sideration of the rule is for debate
only.

GENERAL LEAVE

Mr. CARDOZA. Mr. Speaker, I ask
unanimous consent that Members may
have 5 legislative days within which to
revise and extend their remarks on H.
Res. 383.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

Mr. CARDOZA. Mr. Speaker, I yield
myself such times as I may consume.

Mr. Speaker, House Resolution 383
provides for consideration of H.R. 1873,
the Small Business Fairness in Con-
tracting Act, under a structured rule.
The rule provides 1 hour of general de-
bate equally divided and controlled by
the chairman and ranking member of
the Committee on Small Business. The
rule makes in order the substitute re-
ported by the Committee on Oversight
and Government Reform as original
text for the purpose of amendment.
The substitute shall be considered as
read.

The rule waives all points of order
against consideration of the bill except
for clauses 9 and 10 of rule XXI. The
rule makes in order eight amendments
that were submitted for consideration
that are printed in the Rules Com-
mittee report on this accompanying
resolution.

Finally, the rule provides one motion
to recommit with or without instruc-
tions.

Mr. Speaker, the Small Business
Fairness in Contracting Act, H.R. 1873,
amends key sections of the Small Busi-
ness Act to assist small businesses in
participation in Federal procurement.

The predecessors to the Small Busi-
ness Administration can be traced back
to World War II and efforts by Presi-
dent Roosevelt and President Truman.
In fact, during World War II, it was
found to be in our national interest to
ensure a strong and diverse industrial
base.

Through a series of laws and procure-
ment requirements, Congress estab-
lished a benchmark to give small busi-
ness every opportunity to compete fair-
ly for the awarding of Federal con-
tracts. Despite this clear mandate in
existence for more than 50 years, small
businesses, however, have not received
their fair share of Federal Government
contracts.

For example, in 2006, the Federal
Government spent over $417 billion on
goods and services in 8.3 million sepa-
rate contract actions. Small businesses
won approximately $80 billion in con-
tracts, approximately 21.5 percent of
these contracts. This was the sixth
straight year that the government has
failed to meet its 23 percent small busi-
ness contracting goal. This cost entre-
preneurs an estimated $4.5 billion in
lost contracting opportunities last
year alone.

Small businesses suffered this mas-
sive loss, despite their importance to
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our national economy. Small busi-
nesses are the engine of our economy.
In fact, they are responsible for cre-
ating three out of every four jobs in
the United States. We cannot afford
our budding entrepreneurs to be shut
out of what would be an open market
and be denied the opportunity to suc-
ceed. Not when their existence is so
vital to our national economy.

We should not be shutting them out.
Instead, we should be opening doors
and shepherding their growth to ensure
continued prosperity.

There are many reasons for the fail-
ure to break the stranglehold on Fed-
eral contracting process. In response,
H.R. 1873 takes several necessary steps
to address some key causes. H.R. 1873
seeks to break down the barriers for

countless entrepreneurs and small
businesses that are on the road to op-
portunity.

First, the bill bans contract bun-
dling. Past practice has been to com-
bine two or more smaller contracts
into a single, larger package. While
this bundling may be administratively
convenient, it reduces competition and
opportunity for small businesses.

Bundling squeezes small businesses
out of the contract competition, bene-
fiting larger, full-scale businesses in
the process; and when there is less
competition, there is also higher cost
on the taxpayer.

To add insult to injury, Federal agen-
cies are skewing the data with respect
to small businesses. To give the im-
pression that 23 percent of small busi-
ness contracting goals are being met,
agencies are using contracts awarded
to larger companies and including
them towards their small business con-
tracting goals. H.R. 1873 seeks to re-
verse these trends and make it easier
for small businesses to compete in the
Federal marketplace.

Second, the bill makes an appeals
process more accessible. Under current
law, small businesses are only allowed
to protest the award of a contract if
they are directly harmed by it, but
they are unlikely to do so given the
costs involved in the process. Under
the bill, small businesses and trade as-
sociations acting on their behalf that
are adversely affected, directly or indi-
rectly, by a proposed procurement can
now request that the SBA appeal the
procurement on their behalf.

H.R. 1873 increases the procurement
goals for small businesses. It increases
the government-wide goal for the num-
ber of contracts awarded to small busi-
nesses from 23 to 25 percent, a goal
which has not been raised in over 10
years. It also increases from 5 percent
to 8 percent the government-wide con-
tracting goals for both disadvantaged
and women-owned small businesses.

The bill raises the threshold for
small business contract set-asides to
the simplified acquisition threshold. It
also requires that an independent audit
of the Central Contracting Registry be
conducted on a biannual basis to en-
sure that large firms are not misrepre-
senting themselves as small businesses.
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