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Arne Duncan:
Thank you and I apologize for the time changing on the call. That’s our fault and we appreciate you hanging in there with us. And I’ll make a brief statement and I’ll try and take a few questions but I have to run to a meeting after this. Bob Shireman and Tom Skelly are here as well and they’ll follow up.


I’ve said many times that we have a historic opportunity to dramatically change schools in our country. President Obama and Congress provided the resources necessary to reform our schools so that students are prepared to succeed in college and the workforce. On July 1 we are providing the resources to follow through on that commitment.


Tomorrow is an important date in our effort to reform schools and to make college accessible and affordable. We’ll be releasing important dollars to support schools. We’ll be making tuition and student loans more affordable to those attending college.


Working together, the president and Congress provided $100 billion for education in the American Recovery and Reinvestment Act. Under ARRA, 37 states already have received about $25 billion in funding from the State Fiscal Stabilization Fund. Tomorrow is the deadline for states to apply and I expect all states will have their first payment from the stabilization fund in the next two weeks.


In the regular fiscal ’09 budget the president and Congress provided a $2.4 billion increase for our department’s programs. Tomorrow we will release more than $13 billion in fiscal 2009 money for Title 1, (IDEA), and several other K-12 programs.


Although the federal government provides less than 10% of the average district’s budget the money from these programs makes sure disadvantaged children and students with disabilities are served appropriately in their classrooms. In higher education the maximum Pell Grant will increase to $5350 -- that’s a 13% increase from last year. And we have a plan in our fiscal 2010 budget to ensure that the size of Pell Grants continue to grow at the rate of inflation plus 1% in the out years.


July 1 also is an important date for college students taking out new loans and for the millions who are paying back their existing student loans. Starting tomorrow the fees to originate a new loan will fall by 1/2 percentage point. Next year they will fall by that much again freeing up more money for those students to use for tuition. Tomorrow millions of people paying back federal student loans will see their interest rates fall. Borrowers also become eligible to reduce their monthly payments based upon their income.


And people who are teachers or work in other forms of public service can be rewarded for their public service. If they base their student loan payments on their public service salary, after ten years making payments any remaining balance on their loans will be forgiven.


These changes demonstrate our administration’s commitment to make college affordable and accessible simplifying the FAFSA form, increasing the Pell Grant, expanding both income based repayment and public service loan forgiveness -- these are all important steps for us to take in pursuit of meeting the president’s goal that by 2020 America will once again have the highest proportion of college graduates in the world.


One last note, later this month we will be releasing a draft application for the Race to the Top fund. This $4.35 billion program will be the largest one time federal investment in school reform in history. We are going to be placing a high bar for states that want to participate and we expect that they’ll lead the way for other states to follow. With that I’ll stop and I’ll be happy to take any questions.

Coordinator:
If you would like to ask a question please pres star then 1. To withdraw your question press star 2. Once again if you would like to ask a question please press star 1. Our first question comes from Oliver Staley with Bloomberg News. Your line is open.

Oliver Staley:
Hi, it’s Oliver Staley with Bloomberg. Secretary Duncan, will the loans - will loan forgiveness be only available to people in public service careers or is that program going to be available to others as well?

Bob Shireman:
This is Bob Shireman answering the question. The ten year public service loan forgiveness is for those in public service careers pretty broadly defined any non-profit 501(c)(3) organization or government. There is - as part of the income based repayment program there is an end point there also 25 years if you’re still in repayment at that point as a protection against endless loan payment. And then of course there are other loan forgiveness programs that are targeted very specifically.

Oliver Staley:
Thank you.

Arne Duncan:
Obviously what we’re trying to do is remove the financial impediment for people going into their passion and being able to pursue the work that we think is so important to the country.

Coordinator:
Gilbert Cruz with Time Magazine, your line is open.

Gilbert Cruz:
Hi, this is Gilbert Cruz from Time Magazine. I wanted to know if the student repayment portion of this program was available only to direct loan programs. It seems like this is another step in edging out banks and loan companies from the student loan portion of - from the student loan portion.

Bob Shireman:
This is Bob Shireman again. The income based repayment is available to anyone and everyone with federal loans regardless of who provided your loans. When Congress created the public service loan provision itself restricted to the - to loans that are in the direct loan program. Borrowers who have guaranteed loans can move their loans to the direct loan program through consolidation. So it’s available to anyone but in terms of which program, it is restricted to the direct loan program.

Coordinator:
(Unintelligible) with Student Aid News, your line is open.

Man:
Yeah I have a question. You recently had a hearing talking about your proposal to make the Pell Grant an entitlement and a lot of senators especially from the democratic leaders of the appropriating subcommittees had some questions or concerns about it.


Will you still be able to achieve your goals of Pell Grants if it’s not an entitlement by just increasing it and going through the normal appropriations process? And how are you going to get around being able to match the rising inflation each year if it’s not an entitlement?

Bob Shireman:
This is Bob Shireman. We are working with Congress to look at the various ways that we might achieve our goal of a stable and growing Pell Grant over time. And our proposal of an entitlement is still on the table but we know that as this process unfolds we’ll look at other ways that we can achieve that goal.

Man:
What are some of those ways? Do you have any ideas?

Bob Shireman:
Well in the past mandatory funds have been used to kind of top off, provide the added amount needed so those are the kinds of things that we would look at.

Man:
Okay thanks.

Coordinator:
Austin Wright with Chronicle of Higher Education, your line is open.

Austin Wright:
Hi, this is Austin Wright from the Chronicle of Higher Education. Will the education department be providing any assistance to small schools that are having to make - to update their technology to handle direct loans that previously were only updated to handle federal family education loans?

Bob Shireman:
This is Bob Shireman again. Absolutely, we are being very proactive in reaching out to schools doing Webinars, live trainings, and really making sure that there is plenty of time for schools to make the changeover.


We have discovered in every case so far that the school is pleasantly surprised once they get into the process to discover that it’s not a big change from what they do already in the Pell Grant program. And but we want to make sure that we get ahead of this and provide all the technical assistance the schools need and have been doing that.

Coordinator:
Once again to ask a question, please press Star 1. (Mary Beth McClain) with USA Today, your line is open.

(Mary Beth McClain):
Hi Bob, sorry to do this to you but could you please repeat your answer to the question the guy from Time Magazine asked? I thought I understood it and then at the last minute you said something that confused me again.

Bob Shireman:
Sure, the income based repayment is available in both the direct loan program and the FFEL program. Public service - in order to qualify for public service loan forgiveness the borrower does need to be making payments in the direct loan program.

(Mary Beth McClain):
Oh okay so the public service is direct but the income based - okay got it, thanks.

Bob Shireman:
Exactly.

Coordinator:
You have no further questions at this time.

John McGrath:
(Kelly) it looks like we have a call from Bloomberg.

Coordinator:
Oliver Staley with Bloomberg News, your line is open.

Oliver Staley:
Yeah thanks, I just wanted to follow up on my earlier question. Is there any way in which these - the public service or income based repayment is retroactive to people who have been paying their loans back over say the last five or six years?

Bob Shireman:
Public service loan forgiveness, the eligibility period began on October 2, 2007 and so you can go as far back as that but no further. So a borrower who was - who since then has been making payments, the appropriate payments in the direct loan program could start from that period.

Oliver Staley:
And for income based?

Bob Shireman:
Income based repayment starts from - you can’t - it starts tomorrow and there’s nothing retroactive except in the sense that people who have loans, you know, even if you took out your loan some years ago you can take advantage of the program.

Oliver Staley:
And will your loan amount sort of fluctuate as your income changes over, you know, the 25 years? Does that...

Bob Shireman:
You will adjust your payment every year related to your income. There is also a protected amount and that increases with inflation as well so it gets readjusted every year.

Oliver Staley:
Okay thank you.

John McGrath:
We’ve got another couple of minutes if anybody else has a question. Otherwise we’ll conclude.

Coordinator:
If you would like to ask a question please press star 1. Oliver Staley your line is open.

Oliver Staley:
As long as we’re here, any anticipation how many people will be eligible for this program and what the dollar amount might be for both public service and the income based repayment programs?

Bob Shireman:
Because it’s new we are reluctant to make a guess in terms of the actual - what the actual pickup rate will be.

Oliver Staley:
And then you also had - there must be some budgetary estimate to get a sense of how much money this is going to cost us.

Bob Shireman:
There are some budget estimates. I don’t know, I’m looking at Tom Skelly who’s here to see if we have anything off the top of our head. Pickup rates in income contingent repayment which is currently in the direct loan program which is less generous than income based repayment is about 1%?

Tom Skelly:
About 1%.

Bob Shireman:
About 1%. But we anticipate that IDR may well prove much more - that there will be a lot more interest out there both because it’s available in FFEL as well as direct loans as well as it being a more generous program.


There has also never really been any effort to let people know about the program and so this is really the first time that any of that has happened which makes it kind of hard to really - to say. There are assumptions that are made in budget estimates but we expect that it won’t necessarily come out exactly that way.

Oliver Staley:
Is there a ceiling, a point at which you won’t be able to continue to provide this?

Bob Shireman:
It’s part of it because this is an entitlement program, student loan program is an entitlement program. The amounts allocated are adjusted based on the actual experience of the program and the things obviously that makes a much bigger difference than anything like public service loan forgiveness are interest rates and the economy, borrowing costs for the federal government, things like that. So there are adjustments based on all of those factors every year and to pay the long term costs of any loans made in the program.

Oliver Staley:
And what is sort of the larger goal that the administration hopes to achieve by this?

Bob Shireman:
Well this is really part of the overall commitment to encouraging people to follow their passion doing the public service, go into teaching, to go to college and then use that degree to get a great job but also to do good in the world. And this is part of that overall commitment.

Oliver Staley:
Okay thank you gentlemen.

Arne Duncan:
Great, thank you.

END

