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My name is Harrison Wadsworth. I am the Executive Director of the International Education Council (IEC) and I am speaking today on behalf of the international institutions who participate in the Federal Family Education Loan Program. 

We thank you for this opportunity to offer suggestions for streamlining the process for international study, while maintaining the necessary safeguards to avoid fraud and abuse.

Many American students, studying in the U.S. or abroad, depend on student loans to finance their education. Federally supported student loans permit Americans to study at the institution of their choice. The IEC represents and assists institutions of higher education outside of the United States that wish to participate in the U.S. federally supported student loan program.   The members of the association believe that international friendship and understanding between people of all nationalities is best built on a foundation of personal relationships developed during academic studies - friendships that often remain strong for life.

On June 10, 2009, the House of Representatives approved the Senator Paul Simon Study Abroad Foundation Act as part of the Foreign Relations Authorization Act for Fiscal Years 2010 and 2011 (H.R. 2410) by a vote of 235-187.   This bill is intended to establish an innovative public-private partnership to create a more globally informed American citizenry by: 
· Increasing participation in quality study abroad programs. 

· Encouraging diversity in student participation in studying abroad. 

· Diversifying locations of study abroad programs, particularly in developing countries. 

· Making studying abroad a cornerstone of today's higher education. 

While introducing the bill, Senator Dick Durbin stated in part: “Senator Paul Simon had a vision -- to strengthen the role of the U.S. as a world leader by investing in the education of our young people.” He added, “The international study abroad program we are proposing will instill in the next generation of Americans a deeper understanding of the cultures and histories of other nations. This, in turn, will enhance the United States’ capacity to lead in the 21st Century.”

This bill was just one of over 20 pieces of legislation that have been introduced in the last six months to encourage and enhance America’s global leadership and opportunities through the international education experience. However, this effort is undermined by the sometimes unreasonably difficult rules that continue to be applied to foreign schools that are willing to participate in the US Federal Student Loan programs. 

Congress in the Higher Education Opportunities Act approved certain changes in the law designed to ease these impediments.  Other improvements, we believe, can be achieved by changing administrative policies.  We urge the Department to negotiate common-sense changes in the regulations that will implement the HEOA and in general expand the ability of foreign schools to serve American students.  
As you know, the foreign school loan default rate for is extremely low, 2.2% for the 2007 cohort, the lowest of any category of institutions and far lower than the 6.9% overall rate.  Clearly, students at foreign schools are doing well and deserve to have the support they need to finance their educations.  

The foreign school community is committed to working cooperatively with all postsecondary industry participants and representative organizations and with the Department in fulfilling the promise of educational access and choice.

Participation in Negotiated Rulemaking

The foreign school community is grateful for the opportunity to focus on regulations affecting our constituency.  This community is, however, in the unique position of having few local, experienced, representatives within a reasonable travel distance of the proposed hearings and meetings.

IEC has been an effective advocate for foreign schools in Washington for a number of years, and we encourage the Department to approve IEC and foreign school representatives as participants in the negotiated rulemaking committee on foreign school issues.

Issues for Negotiation

IEC proposes the following list of issues for negotiation.  

1. Distance Learning

Technology has become an integral part of all aspects of higher education.  There are few programs available to students that do not use some form of online communication or learning.  While we appreciate the Secretary’s goals of encouraging students to experience foreign cultures through residence abroad, we feel that some students meeting that expectation are being unfairly restricted in their educational goals by the prohibition on taking any distance education coursework within a program of study at a foreign school.  We believe there are internal conflicts within the law that should be resolved in regulation, and we encourage the negotiators to consider alternative approaches that recognize as legitimate a situation where a student may have to travel or take a class via distance education to complete a degree. 
2.  Financial and Compliance Audit Requirements

The Higher Education Opportunity Act allows the Secretary to waive financial and  compliance audit requirements for international institutions participating in the Federal Family Education Loan program whose loan volume per year is less than $500,000 and to modify the requirement for schools with more loan volume.  These audits can be extremely costly to obtain on an annual basis, $100,000 or more.  A school quickly finds it cost prohibitive to participate in the US Federal loan programs due to these requirements alone.  Meanwhile, foreign schools maintain by far the lowest lifetime default rates of any sector on these same loans, a bottom line indicator that these students are obtaining a quality education.  We propose that the negotiations include waiver and/or modification of the compliance and financial audit requirements.   Specifically, we suggest modifying the regulations as follows:

· waive the requirement for annual compliance audits for foreign schools with less than $1,000,000 in loan volume or require that the audits be submitted less often, such as every five years. 

· modify the requirement for financial audits so that institutions of any size are permitted to submit an audit that is done according to their home country’s accounting standards.

3. Multi-year Master Promissory Note

As mentioned earlier, international institutions boast the lowest cohort default rates of all institution types, a proven indication of successful oversight of the federal loan programs by of the financial aid staff at these institutions.  We request that the regulations reflect this by allowing all institutions that wish to do so, domestic or foreign, to participate in the serial feature of the MPN unless individually prohibited by the Secretary.
4.  Medical School Eligibility
Changes were made to the rules regarding the eligibility of foreign medical schools for the loan programs.  These changes include increasing the required passage rate for students who take the US Medical Licensing Examinations and modifying the rules regarding the establishment of a clinical training program in the United States.  We also expect that a study by the ECFMG may be available for review by the time these negotiations commence. Foreign medical schools provide an important means of training US doctors to ensure that there are enough of them to meet the health care needs of the United States.  Clearly these issues should be included on the agenda for the negotiations.  
5. Nursing Schools
Foreign nursing schools are permitted to be eligible for participation in the federal loan programs, subject to certain conditions.  The exact parameters of these conditions should clearly should be a topic for negotiation.
6.  Future changes to the federal loan programs

The Obama Administration has proposed major changes to the student loan programs in the budget for fiscal year 2010.  We know that Congress is currently in the process of considering legislation that could adopt some of these proposals, including requiring that all student and PLUS loans be originated via the Ford Direct Loan Program as of July 1, 2010.  If Congress acts before the completion of this negotiated rulemaking, we ask that the Committee agenda be modified to include regulatory changes that will permit continued participation of foreign schools in the loan programs.  We also suggest that the Department make provisions for extending the negotiations by an extra session if necessary to smooth foreign schools’ transition to the new loan program.  

Conclusion

IEC appreciates the Department’s consideration of this testimony and offers itself as a resource to the Department on these and other issues that the Department may consider in the negotiated rulemaking process.  Thank you.  
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