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724S ArlIq~a foulevard Mark SiukhsChair
Falbs Church. Virginia 2204 ( 7 Orb7 3 4 S"1

October 23, 1996 I ta".

Lawrenc M. Noble, Esq.
General CAUnsel
Federa Election Commission V
999 E Street, N.W.
Washington, DC 20463

Re: Complain 4ga& s Sallie Mae and Represntative Thomas Davi

Dea Mr. Noble:

This letter consitutes a complai agains Salie Mae Student Loan Malti~ Asoiain
and Representtive Thomas Davis and his principal cmag omte cletvl
"Respondent"), alleging violations of the Federal Eection Cmpaign Act of 1971, a unAnd
("FECA" or the "Act"), 2 U. S.C § 431 et M and related 1eguatinsw of the Federal Eection
Commrission (C"W or the "Cornniissaon"), 11 C.FXR §§ 100. 1 at M.

On September 9, 1996, Saie Mae sent out a packet titled: "Respondin to
ClintonADemocrat Chamae on Studuit LAns: Candidates Package on Federal S1toden Loans."

-~~ Saffie Mae's Director of %~overnment Rltos w Sc "BMlerg fazedr1 the packet to t sucmgm at
Congessman Davis' official stuffer,, Peter Sirb, at bis cnrsional oABC. Tno fix cw Able,7) would indicate that this was not an unsolicitedW M r knd Mr. MMr bed
dlearly discusse this matrboor thie fix was sene. This packe provided Z.rgima__ to
Rzpiblican cuddtso epnin o"mcaeatcks on'"AdtMt aed bow"

asabais for conern ndinftation and fals claimi be&*g put out by VI m

Sal.M i acopoatonformed by wzdwit o(CAwem n a

eaoa441b et& 1DCAj MwIN ouh o b

It as wiallfor an aionalbua* oraycorporaIon mr-hd by- a---s
my law ofC~gm to nuksa Rcouilbma-don 4r mpailw6. in
dsacon to MW p0111. office.

Duin~sm~sier~iv iw tuns

4101041 Of ftFmkft C&=* DOMMUM* COMINho, Mft R*d%.



2U.s.c. j I l4b(a) A doe~i is defined as "any services, or anything of valuc..to mycanidtein connec-tion with amy election" 2 U.S.C. f 441b(bX2).

This "candidate Package" ills under the definition of a contribution and is prh Iited - bythe PECA. The materials were clearly designed to be used by candidate$, much as CongresuamDavis, in concinwith their election actiitie. The package gives Republican candidatesdetailed information on the coraio' area- of expertise. This ifraoncould be used indebaes, or press releases to f~&Ao' mbenefit those - ,4 campags Sallie Mse as a CorporaMtion
organized, under authority of Congess, is prohibited by haw frmmaking any form of
contributions in connection with An eleonM incluin providing informain to iRepblican
candidates.

Because this cornumcation must he considered a contribution, the cost of produejng.assemnbling and distributing the "candidate package' must count against candidate contribution
limis and must be reported. 2 U.S.C. § 441k II1C.F.R. § 104.3(c). Them is noevidence dwthese production costs have been reported by Davis' campaign as a contiuinikno

rmbrsed. nrbto nkno

There is also evidence of a violation of House Rules by Mr. Davis and his staf -i
official resources for cam;pg purposes. Because this occurred within 60 days of an electon,however, an ethcs complaint cannot be fied.

In light Of these viOlons the Commission should conduct an immedite investigation
into Respondents" actions. Based upon the investigation, the undersigned asks the Conmsuotoimpose the stiffest civil penalties, authorized by law.

43 ori 0 JULANA DACOSTA Very truly yours,
ULC Bonde By Sanios I= os/

No. CC310266
~ M~i~[D Mark D. Sickles

Chairman
STATE OF________

SUBCR E) AND SWORN to before me this 9 day of O7i&JC 1996.

My Comimission Expire:



FEDERAL ELECTION COMMISSION

October 31, 1996

Mark D. Sickles, Chairman
Fairfax County Democratic Committee
7245 Arlington Boulevard
Falls Church, VA 22042

RE: MUR 4539

Dear Mr. Sickles.

This letter acknowledges receipt on October 24, 1996, of the complaint you filed
alleging possible violations of the Federal Election Campaign Act of 1971, as amended ("the
Act"). The respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Election Commission taes findl wion on2
your complaint. Should you receive any additional information in this miae, plmeIorwwd it
to the Office of the General Counsel. Such information must be sworn to in t&e - mrm
as the original complaint. We have numbeedthis mattrMUR 4539. Plemn ubpft
number in all future commniaon For your ifraon whave attaced a li

-) description of the Commissions procedures for handlingcopans

Enclosure

Procedures

_4



FEDERAL ELECTION COMMISSION
Washington, DC 20463

October 31, 1996

Mary Jane Sargeant, Treasurer
Tom Davis for Congress
642.9 Dowing Court
Annandale, VA 22003

RE: MUR 4539

) Dear Ms. Sargeant:

The Federal Election Commission received a complaint which indicates that Tom Davis
for Congress (-Comnmittee') and you, as treaurer, may have violated the Federal Election

Campaign Act of 1971, as amended ("the Act"). A copy of the complaint is ckoed We hav
numbered this matter MUR 4539. Please refer to this nunber in all future c aiesponimos-

Under the Act, you have the opportunity to demonstrate in wnin timn ad inmad
be taken against the Committee and you. as treasure, in this matter. Pim vmASWh

or legal materials which you believe we relevant to the Comisin' mly -
Where appropriate, statements should be submitted under oath. Your rsP qmn w~u u
be addressed to the Genra Cousers Of&*,e must be submitted withi 15de
this letter. If no respomps sreeived wh 15&kdayteCw aisa

N ~based on the availab"ibuoa

§437g(aX 12XA) wiles ya o~~ dw oaa~ n in dwba tim s
made public. If you inten to be rxseedby couel in this miter, pISb eV

Commission by comning the emelmi ba mtg t n=am,
of such counse, and ua~iigsach counel to reeive ay onotficeiau Wmii -'
Communications from th omisin



4F

If you have any questions, please contact Erik Morrison at (202) 219.3400. For your
information, we have enclosed a brief description of the Commission's procedure for handling
complaints.

SincorelY9

Collee T. Sealander, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSIONS Washington, DC 20483

October 31, 1996

Peter Sirh. Legislative Assistant
Congressman Tom Davis
415 CHOB
Washington, DC 20515-4611

RE: MfUR 4539

Dear Mr. Sirh:

The Federal Election Commission received a complaint which indicates that you may
have violated the Federal Election Campaign Act of 197 1, as amended ("the Act"). A copy of

the complaint is enclosed. We have numbered this matterNMUR 4539. Please refer to this
number in all future corrsodne

Under the Act, you have the opportunity to demonstrate in writing that no actio ahould
be- taken against you in this mater. Please submit any factual or lega matefinswp-,sw
believe are relevant to the Comsins analysis of this matter. Where a~rpi~u~
should be submitted under oath. Your response, which should be addressed to toe(wu
Counsel's Office, must be submitted within 1S days of receipt of this kr. if@*
received within 15 days, tie Cm sson mey ueAtbe action bond as t-

This @mVaewi 111 .. i h s wit 2 U.S.C
j 437ga~l2XA)=kulsa. y fot ta C l is h & wlna you wNs
made public. If you intend to be qwpesented by couel in this Mattersr ph.. dA

Comissonby tom htise 1mcloud fiam afthe0 aniaww m
of such counsel, an d- ut hm suck cotusel to receive any notcaton arnim
Communctions fiom th C iino



If you have any questions, please contact Erik Morrison at (202) 219-3400. For your

information, we have enclosed a brief description of the Commission's procedures for handling
complaints. itIl

Colleen T. SelneAttorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

4



FEDERAL ELECTION COMMISSION
Washington, DC 20463

October 31, 1996

The Honorable Tom Davis
3304 Juniper Way
Falls Church, VA 22044

RE: MUR 4539

Dear Representative Davis:

The Federal Election Commission received a complaint which indicates that you may
have violated the Federal Election Campaign Act of 1971, as amended ("the Act*). A copy of

*the complaint is enclosed. We have numbered this matter MUR 4539. Please refer to this
number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in witing that no action should
be taken against you in this matter. Please submit any factual or legal materials which YOU
believe are relevant to the Commission's analysis of this matter. Whereapmiw,.
should be submitted uinder os&h You response, 'which should be address1-edo Goo

)Counsel's Office, must be submitted within 15 days of receipt of this letter. Ifnso uqoi s
received within 15 days, the Commission may take furthe action based an the svdW

Ti"s nwV& =ow ca Id r k - s with 2 U=,C
J 437g(aX I2W(A ubs ym aaly*duw ~ kw~~ta o

Commission by copeigthe enclosed form stating t nae, addres nd mhh aim"
of suc counsel and -- orzi *SuOh coumse to necuve any oiatwa~ v



If you have any questions, please contact Erik Morrison at (202) 219-3400. For Your
information, we have enclosed a brief description of the Commission's procedures for huiding
complaints.

Sinc~rly,

Col cen T. Sealander, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

L

IV
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FEDERAL ELECTION COMMISSION
Washington, DC 20483

October 31, 1996

1. awr-ence A. Hough, President
Sallie Mae Student Loan Marketing
Association
1050 Thomas Jefferson Street, NW
Washington, DC 20007

RE: MUR4539

Dear Mr. Hough:

The Federal Election Commission received a complaint which indicate that the Sallie
Mae Student Loan Marketing Association may have violated the Federal Election Cmpi
Act of 197 1, as amended ("the Act*). A copy of the complaint is enclosed. We have nmee
this matter MWR 4539. Please refer to this number in all future corresponene.

Under the Act, you have the opportunity to demonstte in writiu do w &im &oM

be taken against the Sallie Mae Student Lan Marketing Association in fts uws. Pbe
submit any factual or lega materias which you believe are relevant to theCo.s'
analysis of this matter. Where apprpriae, staemnt s bule sudb.ined ~

response, which should be adeedw te ma Counsa OWN**e 11111=0
15 days ofreceipt of this lede. If ys140Mmuavidlt~ sy
take further action b ad on dwvli

This matter will remnain comflm=hlin acmhwe wt2 U.S.Cj i
§ 437g(a)(I 2)XA) unless you notif* the Comisso in writing that you WIt do sA 1 be
made public, if you internSto be mqaiusdbye coulinthismalwo, pmps
Commission by completing the enclosmed fi stat the no, addres "indu ~ o
of such counsel, an d uhoIzg such oommse to recelive my notkilocmi i
communications from theCa isom



.9 .9
If you have any questions, plese contact Erik Morrison at (202)2 219-3400. For your

information, we have enclosed a brief description of the Commission's procedure for handing
complaints.

C041een7T. derAttorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

"A ' ' L. ; j~



FEDERAL ELECTION COMMISSION
Washington, DC 20463

October 31, 1996

Scott Miller. Director of Government Relations
Sallie Mae Student Loan Marketing
Association
1050 Thomas Jefferson Street, NW
Washington, DC 20007

RE: MUR 4539

Dear Mr. Miller:

The Federal Election Commission received a complaint which indicates doa you may
have violated the Federal Election Campaign Act of 1971, as amded ("the Act". A CM of

N the complaint is enclosed. We have numbered this matter MUR 4539. Pleae ,dw to this

number in all future correspondence.

Under the Act, you have the oposuty to denmotrtein writing had migmet
be taken against you in this matter. Pleane smit any factul or lega ui i e
believe are relevant to the Commission'sanaysis of this ater.w h
should be submitted under oath Your reupm, whic dd be mihw-
Counsel's Office, must be smidwiiis a" ~7 of no$*p crabmr
recived within 15 days, the C so~ OW ~ 1bR i&m boW 0
information

This matter Will re edall aioe I 2 US.C #
§ 437g(aX I 2XA) unless you notify the Conunisu istn g tY, atu you ~ b
made public. If you intend to be rwmidby counmei ft his uat
Commission by completing the cuclosd kim Atatin &ae me, ids at
of such counsel, and adtb*Yrng such come! to maui MYOR!"i~a~ed, '

communicationsfro theCo m



If you have any questions, please contact Erik Morrison at (202) 219-3400. For your
information, we have enclosed a brief description of the Commnission's procedures for handin
complaints.

Sincerely,

Been . x. t/7)n

Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



7245 Arlington Boulevard
Falls Church. Virginia 22042

Mark Sikls, Chair
(70W7-1 1,'

MEMORANDUM

To: Lawrence M. Noble, Esq.

From: Mark D. Sickles A X #
Re: Complaint against Sallie Mae and Representative Thomas Davis

Date: October 24, 1996

Enclosed are the attachments referred to in my letter dated October 23, 1996, sun
subject. ff you have any questions, please contact me at the above telephone numier.

.1~

0~

0
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Outrage of the Week Ledrship

Fday, Septmber 20, 1996

H/0w Repubas Hu/ W wr t 00

American Families MWmek..
Republicans Seek Campaign Help from
GovernmenteSponsored Enterprise to

Rewrite Their Dismal Record on Student Loans

In an effort to rewrite the GOP anti-education record, a House Republican has received
significant campaign help trom the Student Loan marketing Association (Saille Mae), a

4ederaliy-sponsored corporation. Specifically, Rep. Tom Davis (P -VA) received highly-charged
campaign documonts preparod by Sallie Mae from its Diroctor of Government Relations,

'~aproriaeiyentitled *Responding to Clinton/Democrat Charges on Student Loans
_--CA NDIDA TE'S PA CKA GE on federal student loans."

.Federal election laws prohibit corporations from making contributions to candidates, even If they

Nare "In-kind" contributions, such as the research provided by Sallie Mae. Furthermore, federal
agencies are generally prohibited by law from preparing or disseminating campaign-reiated

'documents. At the yera least. Sallie Mae's actions were clearly and blatantly Improper, and
,,potenthl ly Ilegal.

Tzlf course, the Republicans need all the help they can get, legal or illegal, in order to hide from
the truth of GOP attempts to slash student loan funding. Specifically, Republicans voted to slash

-'other student financial aid programsa by 51 0 billion. If the Republican plan had becme law, the
averae student would owe $700 more In Stafford bans, and parents who havetob whevl
would face as much as $5,000 In additional student ban costs.

On imp of that, Republicans voted repeatedly to eliminate direct student bans a
under President Clinton, which has proven enormously succeisfuLandWN
administrators and students alike, because of reduced administrative m"Is am* Ifee
repayment terms. It Is no wonder that Salie Mae would be so boipful Soft I$&e and
Republicans are on thes same side when it comes to eliminating direct
Bemuise dfrect bans out Salle Mas's profit margin, by offering compeldon: fr by
banks,, that Salle Mae then buys up and services. Republicans know that
they'V* taken up thes cause of the banks and Salle Mae, and engaged in a.

The bosom line: Republeans wil go to any length to try to mask their appaing ,.gs- *%sdent

leans. And apparently, Salle Mae will go to any length to make sure that 11 u~~ad
Who's hurt, In the end? The Integrity of the poitical process. but more lmpa os

studenis who count on direct student loans to make their dream of flishing

M-&-- # Ant-AVAA
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Peter Sirh
4707 Great Heron Circle
Fairfax, Virginia 22033 1

'un

November 12, 1996

General Counsel's Office
c/o Erik Morrison
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

re: MUR 4539

Dear Mr. Morrison:

This letter is in acknowledgment of the receipt of a Federal Election Co.on (FEC)
complaint filed by the Fairfax County Democratic Committee. I am rqsngan 100 flo of the
period of time in which to respond to the aeatosmade by the Democrac 0-M91.1 Plowe
allow for an extension of time of not les than 14 days. The extended tim pis "061
due to a delay in recuving the dometupon which the dpimu ud

Thank you for your usanewith this matter. If you need SUdMMURP plume
feel free to contact me at 202-225-1492.

4

62vi
P" U&s



SKADDEN. ARpis, SLATE, MEAGHER & FLom
1440 NEW YORK AVENUE. N.W.

WASHINGTON, D.C. 20005-2111

VAX al 235700

OIUCT oEm
(202) 371-7007

DINY PAX

(202) 371-796

(aoa) 371-7000

November 14, 1996

Erik Morrison
Federal Election Commuission
999 E Street, N.W.
Washington, D.C. 20463

LLP

CHWAGO
HOUSTON

049W I06

SWULS
Pr~ANKNPUNT
HONG PONG

LONDON

C=

(dDl -

19~~

RE: KM 4539-Sallie Mae

Dear Mr. Morrison:

Enclosed please find Designations of Counsel
for Sallie Mae and Scott Miller. We are requesting an
extension of time of twenty days so that we may gather
the materials to prepare a response on behalf of Sallie
Mae and Scott Miller. Also, we were only recently ap-
pointed counsel to both respondents.

We received the complaint on November 4. 1996.
If the extension is granted, our response wiU am *an
Decibr 9, 1996.

anclosures ~ ~



'STATEMENT OE DESIGNATION OF COUNE

MUR 4539

NAME OF COUNSEL.

FIRMI:

Kenneth A. Gross

Skadfen,, Arpe. Slate., Heaqber a Flow LLP

ADDRESS: 1440 aem York Aveaue, w.w.

Washimqtom, D.C. 20005

TtLEPHONE( 202 )371-7007

C4)

Q 'V.

.~ *u,... ~

-. 4

I-

FAL j2_71-795

The above-named Individual Is hereby designated as my counsel and Is
authorized to receive any notifications and other communicatilons; from the
Commission and to act on my behalf before the Commission

Date1 Signature

1050 %%s Jlefterm tret. N.V.

NOW64atft D.C. 20007

~UMPHONEO6OEM*

I 333-000suOINESL. Nam

V T 7 #7 : 757-1



U I
*STATEM9NT Of OES19NAIOtLQ.ESC!IN1j

~MUR_4539

NAME OF COUNSEL.

FIRM

Kenneth A. Croma

Skadden. Arpe. Slate, neagher & Pli. LLIP

ADDRESS: 1440 New York Avenue, N.V.

WaShipnqtoui, D.C. 20005

C

TtLEPHOWEj 202) 371-7007 A

The above-named Individual Is hereby designated as my counsel and Is
authorized to receive any notifications and other communications from the
Commission and to act on my behalf re the Commission

Dote Signature

a-tt ~
V

Uslll

1L050 !Ws Jkfferm Stet U.N.

sImam_~m D.C. 20007

~~o 2t~wtan 033
S1~SI!W22 ) 33MO

-0 1 "

p..,'

00,

0.



FEDERAL ELECTION COMMISSION
WAS~HINdGTON D ( XO46

IS T November 20. 1996

Kenneth A. Gross, Esq
Skadden, Ara, Sloes Meagher & Flom
1440 New York Aveue, N.W.
Washington, D.C. 20005-2111l

RE: MUR 4539
Sallie Mae Student Lon Maretn
Association, Scott Miller

Dear Mr Gross:

This is in response to your facsimtile dated November 14, 1996 which we received am
that same day requesting- an exutension to respond to the complaint filed in the abowm-n-wi
mnatter. After considering the cicnsacspresene in your lette, the Office ofth GeCkWa
Counsel has gratd the requested exeso.Accordingiy, your response is due by te Amu a(
business on December 9, 1996.

If you have any qusins l asecnt the Central Enforcement Docket at (202)
219-3400.

Sincerely

Erik o~snParalep
Centra Enfog reXmw Do"m



CONGRESSMAN THOMAS M. DAVIS III

VIRGINIA
ELEVENTH DISTRICT

November 12, 1996

General Counsel's Office
c/o Erik Morrison
Federal Election Commission w
999 E Street, N.W.
Washington, D.C. 20463

re: MUR 4539

Dear Mr. Morrison:

This letter is in acknowiedgment of the receipt of a Federal Eleiction Couno FC)
complaint filed by the Fairfx County Democratic Committee. I am rquestin amsion of the
period of time in which to respond to the allgaton made by the D1icrtc CoIwItes PuM
allow for an aetesion of time of nt less, than 14 days, The veteded timu psind is =@my
due to a delay in receivi g the dowuestw upon which the algton an bad

Thank you for your sstance: with this matter. If you need adtiiou ~Mit m
feel free to contac ma t 703-2564703.

T"MwU - TCOm



Peter Sfrb
4707 Great Heron Circle
Fairfax, Virginia 22033

November 17, 1996

General Counsel's Office
c/o Erik Morrison
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

re- MUR 4539

Dear Mr. Morrison:

0 ~This letter is in acknowledgment of the receipt of a Federal Electiokm imo (FIEC)
complaint filed by the Fairfax County Democratic Committee. in response to the FEC atrOf
October 311,1996 and the algtoscniedin the Democratic Committe coiag m
submitting this affidavit to document the facts surrounding the aleain made by the Fairfa
County Democratic Committee.

S'



A4

AFFIDAVIT OF PETER SIRH

it Peter Sirh, being duly sworn, and under penalty of perjury, deposes and says:
That I reside at 4707 Great Heron Circle, Fairfax, Virginia 22033, and am employed as a senior
legislative assistant in the office of Tom Davis, Member of Congress, Eleventh District of
Virginia, at 415 Cannon House Office Building, Washington, D.C. 20515 1 amsbitting this
affidavit to document the facts surrounding the allegations made by the Fairfax County
Democratic Committee as contained in MUR 4539.

On or about September 9, 1996 1 had a routine conversation with Mr. Scott Miler, an
employee of the Student Loan Marketing Association (Sallie Mae), in regards to several
legislative issues of concern to Rep. Davis, Sallie Mae,, and the hundreds of Saffie Mae
employees who live and work in Virginia's 11Ith Congressional District. Rep. Davis and his staff
had been working with Sallie Mae for almost two years on achieving full privatizatin statu fbr
the corporation. I have personally worked with Sallie Mae, who is a corporate constitunt
located in Reston, Virginia in the 11Ith District, and their employees on this and many other
issues impacting northern Virginia.

As a legislative staff-member dealing with education issues, I am frequently called on by
constituents and other Congressional offices to provide information about issues such as Sae
Mae's privatization and their role in the student loan market. Having previously received routine
non-political legislative information from Sallie Mae regarding the history and succes of the

-) guaranteed loan program and the pending privatization legislation, I spoke with Mr. Pdl~r and
asked him to send me an updated issue-briefing. We concluded this legislative materia woul
be sent to me at our congressional office.

At no time did I request a "candidate's packet" or any other documents of allid
nature. The "packet" that eventually arrived in my office was not the type of ibiata

-) had knowledge of or expecte to receive. At no time did I provide the Opeckatoom
congresionalcmpin MY udrtningt is that the only distribution and
Sallie Mae document was done by minority staff on the HouseEdctol
Opporhmities Cmifttee P, who received the maerials from Sallie Mse, and by
National Congressional Capion Committee, the Fairfax County D emo crax
the Tom Horton for Congress campaign.

On occasion during the campaign after I had completed my staff work
time on weekends, I voluneered to hep in the Davis campaign. The help that I
caMmpg was in helping on projects such as attending campaign ralies and workAt
had nothing to do with higher level campaign activity such as campaign sar. 9

Duncraicpositionsor anything of that nature. On that level I have neve
Tom Davis capinand I was not so involved when I unxpctdl received-di,

commnicaionin question. I had no reason of my own to, nor was I ever eats
else to, ask for a political communication for campaign use.
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In sum, I neither requested nor distributed any campaign or political documas
Furthermore, to my knowledge, the Sallie Mae document in question was neither provided to nor
used by the Tom Davis for Congress campaign.

Peter Sirh

On this 1 &rv day of November 1996
Peter Sirh personally appeared and swore to
and subscribed the above document.

Notary Public

DAVD J. ROOM
YA"pba 14bI

. 6 W



CONGRESSMAN THOMAS M. DAVIS III *O~

w £
VIRGINIA

ELEVENTH DISTRICT November 18, 1996

General Counsel's Office
c/o Erik Morrison
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

re- MUR 4539

Dear Madam/Sir:

This letter and the attached affidavit of Peter Sirh are in response to the complaint in the
above Matter Under Review.

A check with the candidate, the campaign director, and A campaign couiteworkers
reveal that the document referred to in Mr. Scott Milrs fax as a "adats pakge Ma
never requested by, trmnsfrre to, accepted by, or used by the capag cowito.Th ny
involvement with that document of anyone associated, with the caMmpg Koulae inmy way,
is fully explained in Mr. Sirh's affidavit.

Mark D. Sickles Chairman of the Fairfax County Democratic CouiAse, v*e aomed
the camplaint errnosy ocae the domt was ordeaced, ad Modr by D i

capag conmttee. Mr. Sicle woiuo wasm obviously based on the ho han ob
(COMMENTS: heres the fill "cadiat pakg)ft is also based upon 11 Wad
gueswork, and W Ilo a mpis are uanw The NI*s can mo.mssBe ~ p

saw upon ft *611 thus 1 *1 m n aubm *a t- o.~~mte -1ad or acOes amy Ina bw ab 0 oft
anydisg of vah;1, 2 US.C. Sec. 441b (b) (2). In addon because dwis 6oaw
contzibution there is no rean to repor one. ThurertheCouuin 4am
action or make any finding apinst reqonuothew dim action ft-I
CFR Sec. 111.6.



AFFIDAVIT OF PETER SIRH

11 Peter Sirh, being duly sworn, and under penalty of peijury, deposes and says:
That I reside at 4707 Great Heron Circle, Fairfax, Virginia 22033, and am employed asa mo
legislative assistant in the office of Tom Davis, Member of Congress, Eleventh District of
Virginia, at 415 Cannon House Office Building, Washington, D.C. 20515. 1 am s--Itting this
affidavit to document the facts surrounding the allegations made by the Fairfax County
Democratic Committee as contained in M4UR 4539

On or about September 9, 1996 1 had a routine conversation with Mr. Scott Mfiler, an
employee of the Student Loan Marketing Association (Sallie Mae), in regards to several
legislative issues of concern to Rep Davis, Sallie Mae, and the hundreds of Samle Mae
employees who live and work in Virginia's 11Ith Congressional District. Rep. Davis and his staff
had been working with Sallie Mae for almost two years on achieving full privatization stagi for
the corporation. I have personally worked with Sallie Mae, who is a corporate constitue 0nt

- located in Reston, Virginia in the I11th District, and their employees on this and many other
issues impacting northern Virginia.

As a legislative staff-member dealing with education issues, I am frequently cWaleon by
* constituents and other Congressional offices to provide information about issues such as Sdie

Mae's privatization and their role in the student loan market. Having previously reeived routine
non-political legislative information from Sallie Mae regarding the history and micem oft
guaranteed loan program and the pending privatization legislation, I spoke with WMr. wuad
asked him to send me an updated issue-briefing. We concluded this legislative matwrid oM
be sent to me at our congressional office.

At no time did I request a "candidates packet" or any other documents cia a~
nature. The "packet" that eventually arrived in my office was not the type of if OR ft I
had knowledge of or expected to receive. At no time did I provide the pcs
conrsinl apin MY unesandingt is that the only distr ibution and
saoi Mae douetwas done by mioiystaff on the House Edcatina M

Oppormiti a ConuittePe, who received the materials from Sallie Mae, ad by
National Conrssoal Campaign Committee, the Fairfa County Democraic C
the Tom Horton for Congress campaign.

On occasion during the campaign after I had completed my staff work &lift
time on weekends, I volunteered to hep in the Davis campaign. The help that I

capinwas in helping on projects such as attending campaign rallies and wok
had nothing to do with higher level capinactivity such as cmag ta~
De moaticd positions, or anything of that nature. On that level I have neorw
Tom Davis capinand I was not so involved when I unexetedly receive

commuicaton in question.' I had no reason of my own to, nor was I ever requms " A
else to, ask for a political communication for campaign use.
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In aim, I neiter requested nor distributed any campaign or politi MCa oua .
Furtheoreom to my knowledge, the Sallie Mae document in question was neithe provide to nor
used by the Tom Davis for Congress campaign.

Peter Sirh

On this i &v day of November 1996
Peter Sirh personally appeared and swore to
and subscribed the above document.

Notary Public

MVdLUUCN

Ca W oSOMW 14 W
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Re: MUR 4539 - Scott Miller

Dear Mr. Noble:

This is in response to the letter from the
Federal Election Coemmission (OFECO or wCoumuissions),
dated October 31, 1996, notifying Scott Miller, an em-
ployee in Sallie Mae's Government Relations Departmt,
of a complaint filed against his by the Fairfax County
Democratic Commnittee. The comlainant alleges tht Scott
Miller participated in an impermissible corporate contri-
bution under the Federal Election Campaign Aet of 2971,
as amended, (OF =C ) by fanags 0Con =r "A" oam-
gre ional office an isime 6
es Io" 8tumtle am& A.4.4.- A.

Mr. Miller reVCto to an Asotant V*
the GoVruKtTW btltims Departuest
Off ic$Shli 0an0d0~t e
board 4e, kzace*s



Lawrence M. Noble, Esq.
December 9, 1996
Page 2

In response to a request from Congressman
Davis's Congressional office, Scott Miller faxed on Sep-
temnber 17, 1996, the Loan Document to Peter Sirh, an aide
to Congressman Davis. Other than having sent this fax,
Mr. Miller's involvement with the Loan Document was
extremely limited. Mr. Miller was one of a number of
Sallie Mae employees who participated, in a minimal
fashion, in the development of the Loan Document. He
attended a few brief meetings and quickly reviewed drafts
of the Loan Document. He was not involved in finalizing
the document and did not receive a copy of it. Indeed,
Mr. Miller did not even have a copy of the Loan Document
in his own files. He did not participate in any other
manner in the preparation or distribution of the Loan
Document. Including the time he spent at the meetings,

N Mr. Miller spent no more than three hours on the Loan
Document over a four month period.

Please note, however, that regardless of the
extent of Mr. Miller's involvement with the Loan Docu-
ment, he may not be held personally liable for a viola-
tion of FECA's prohibition on corporate contributions
because he is neither an officer nor on the Board of
Directors of Sallie Mae. 2 U.S.C. § 441b(a).

For these reasons, there is no basis toprce
against Mr. Miller and the Commission should find no
reason to believe that he violated the FECA.

Respectful sukai tte# .
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Re: MUR 4539 - Sallie Mae

Dear Mr. Noble:

This is in response to the letter fro the
Federal Election Commisasion ("FEC' or "Coummission"),
dated October 31, 1996, notifying Sallie Mae of a com-
plaint filed against it by the Fairfax County Doincratic
Commaittee. The complainant alleges that SalU.wft a ad.
an impermissible corporate contribution under;*t federal
Election Campaign Act of 1971, as amended, (W01FOO) by
using its facilities and personnel to prepare ssuwe
piece discussing the availability of stuet,, 'ati-
tied 'lRespondin to CItatocf zat ~s
Loans: Candida ja~.c

STab A for a copy of t0e Loa tie' t'M

Sallie Mae believes that the prpsta aNd
limited distribution of the Loan Dcin
priate because $&Ili* e b as; a practice OUf tng
partisan materials.cnIolrt Sli
went directed that a 0boroP.gh imqairy be
determine how the Loan bows"It *m,
was =onducted by Ssis ,Sae

LW,9, serving as ot~ 1 ihts ___
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a senior Sallie Mae attorney. No written report was pre-
pared, but an understanding of the facts and a number of
documents relating to the development of the Loan Docu-
ment were obtained. In an effort to cooperate fully with
the Commission, we are providing as part of this submis-
sion all non-privileged documents relating to this mat-
ter. .jt= Tab B. We are also providing a chronology of
events. ..2 Tab C. We believe that this information
will assist the Commission in expeditiously resolving
this matter and save investigative resources.

I. The Loan Document Was Not Prepared for the
Purpose of Influencing an Election

The Loan Document was prepared, in large part,
under the supervision of a member of Sallie Mae's Govern-
ment Relations staff in response to comments made by
Congressman McKeon in the course of his general remarks
at a May 10, 1996 presentation to a group of Sallie Mae
employees. One observation made by Congressman McKeon
was that the public was under the impression that Repub-
licans had cut student loans and that sufficient funds

) were not available for the financing of higher education.

In response to these concerns, borne out in
newspaper stories and television coverage over the wigow
which reflected a misunderstanding by the public and

) ~public officials regarding student loan issues,SaU
Mae employees from the Marketing Group, the Cozpsa~
Comauicat ions Department, and the Government
Department met and undertook the preparation of
became the Loan Document. In conjunction withF-k
.~loyees fro the Marketing Group and the
Cowunicat ions Department developed non-polta1
sponses to address various media commnentary. For
pie, to counter the public perception that student ~~
might not be available in the fall, radio public:
announcements regarding student loan availability, '
prepared. And, on May 21, 1996, the Corporate
tions Department drafted a "factoidO on the avait
of student loans for distribution to universiti*1
colleges.

6_4
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It is important to note that the impetus for
the Loan Document was not to influence the outcome of an
election, but rather to correct a public misperception
about the student loan program. Indeed, only two of the
ten employees who were involved at any level in develop-
ing or reviewing the Loan Document were from the Govern-
ment Relations Department, with the rest coming from the
Marketing Group or Corporate Communications. However, as
ultimately drafted, the document took on a partisan tone
that Sallie Mae has acknowledged was inappropriate.

11. The Tim* Spent by Sallie Mae Employees an the
Loan Document Was Minimal

Josh Dare, a lower level employee in Sallie
Mae's Corporate Communications Department drafted the
Loan Document. Rose DiNapoli, at that time an Assistant
Vice President in Sallie Mae's Government Relations
Department, asked Mr. Dare to draft the document, al-
though others became involved in formulating approaches
to address the concerns raised by Congressman McKeon in
his May 10, 1996 presentation.

From the middle of May through the middle of
September 1996, Sallie Mae estimates that 30 to 40 staff
hours were spent preparing the Loan Document. Ms.
DiNapoli and Mr. Dare accounted for most of that ties.
approximately 25 hours combined. The involvement of
others, f rom the Marketing Group, the Corporate amiA,.
cat ions Department, and the Government Relations,
ment, was very limited. That limited time of
employees was spent reviewing drafts of the
attending one or more of the three meetings tbg-W.
held to discuss its development. Also, even e

1 In addition to Rose DiNapoli from theGoe
Relations Department and Josh Dare from the,.
rate Comunications Department, the other
involved in the preparation were RobertJ
John Reeves, and Jerry Davis fro the
Group; Kristen Taylor, Gisella VallAndi
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time of the two employees who accounted for most of the
time spent on preparing the document, it comprised a very
minor fraction of their total responsibilities at Sallie
Mae.

III. The Loan Document Was Directed to Only one
Congressional Office by Sallie Mae

Sallie Mae directed the Loan Document to only
one congressional office. In response to a request by
Congressman Davis to provide materials regarding student
loans, some time between July 31 and August 7, 1996. MS.
DiNapoli hand delivered the Loan Document to Kathy Walsh,
an aide to Congressman Davis. We are not aware that
Congressman Davis gave this document to any other member.
In response to a second request for the materials, on
September 17, 1996, Scott Miller faxed what we believe is
essentially the same document to Peter Sirh, another aide
to Congressman Davis. On September 17, 1996, another
copy of the document that was faxed to Congressman Davis

N was faxed inadvertently to Congressman Clay. Soon after
Congressman Clay received a copy of the Loan Document, it
came to the attention of Sallie Mae's senior management
that the Loan Document existed and had been sent to
Congressman Davis without senior management review or
authorization.

Although we cannot confirm receipt, on Auapwt
23, 1996, Ms. DiNapoli also mailed the Loan Docewt, ,
the Republican National Comumittee (ORNCO) in an
addressed to Haley Barbour, RNC Chairman. SalLoq
understands that despite diligent efforts to3
dc %ment at the IMC, there is no evidence of "W*"
More specifically, we understand that it never
Mr. Barbour,, and that no one there has been ideti
who has a recollection of ever having seen it.
Ms. DiNapoli sent the document to the RNC as a rw&

'(...continued)
Ross Kleinman from the Corporate Comuncam
Department, and Scott Miller fro the 0-
Relation Department.
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a brief conversation at a charity event during the Repub-
lican National Convention between Larry Hough, Sallie
Mae's CEO, and Mr. Barbour. During that conversation,
Mr. Hough informed Mr. Barbour that his staff was devel-
oping some factual response materials to counter miscon-
ceptions about student loans. Mr. Hough believed that
these materials would consist of a neutral, side-by-side
comparison of the Federal Direct Student Loan Program
("FDSLP") with Federal Family Education Loam Program
("FFELP") and that the materials would receive the appro-
priate internal review at Sallie Mae before being mailed
to the RNC. without having seen the materials that had
been prepared, Mr. Hough subsequently asked Ms. DiNapoli
to send information to Mr. Barbour.

It should be noted that Ms. DiNapoli also pre-
pared a draft of a transmittal letter addressed to Scott
Reed that references the Loan Document as an enclosure.

STab B. The draft letter was never finalized, and
neither it nor the Loan Document was ever sent to Mr.
Reed. Finally, although the draft of that letter remarks
that the Loan Document had been shared with a number of
candidates, our inquiry concluded that its distribution
was limited to Congressman Davis.

The standard corporate practice at Sallie Mez
is for documents to be reviewed in an internal reporting
structure which assures accuracy and consistency with
corporate policy. The document described in this lot*
did not receive senior level review and the caqfmy
believes that had the usual conventions been KAo
any document produced would have been free of
coametary and tone.

IV. Salli. Mae Ras Taken All Reasonable~i
and Corrective steps

Sallie Mae's Management and its Board h~4
taken a number of steps to prevent a recurrence of
type of activity that led to the creation and diet
tion of the Loan Document. In particular, theGo.
Relations staff member under whose direction the
Docmet was prepared has been reassigned outsi*7
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Government Relations Department of Sallie Mae. The
possibility of additional personnel actions, regarding
other employees, is under consideration. In addition,
Sallie Mae has adopted new Ethics Guidelines concerning
political contributions, lobbying activity, and enter-
tainment of public officials. Tab D. These Guidelines
have been distributed to all Sallie Mae officers and all
personnel in the Corporate Communications and Government
Relations Departments. All recipients are required to
attest to the fact that they have received and reviewed
the Guidelines, and will be required to attend training
sessions to reinforce the Guidelines.

V. No Further Action Is Warranted under Federal
Election Law

Sallie Mae's purpose in preparing the Loan
Document was not to influence the outcome of an election.
Rather, the Loan Document was part of a larger effort by
Sallie Mae to clarify a public misperception regarding
the availability of student loans. The political debate
generated much of this misperception in that candidates
were misinforming the public about the status and avail-
ability of student loans. Certain Sallie Mae emoployees
believed it necessary to correct those assertions. iTl.,
if anything, it was an attempt at "grass-roots lokbbyiup'
to persuade members of the public regarding the avail-
ability and benefits of private student loans. bided,
Sallie Mae's business interests were of paramount an&.w,"
cern, not its political interests. Moreover, the
spent by Sallie Mae employees in preparing the
sent was minimal.

Nevertheless, because of the uncharact
partisan tone contained in portions of the Loan ~S
and because it did not receive senior management rl
as is usually the case, both the Board and the seom4Amw& ,ss , -
management took strong measures to repudiate the t1*M-._.
Document when it came to their attention. Sallie I
taken steps to discipline the employees involved J*_-
endeavor and has taken significant measures to ~S4i
recurrence.
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Considering all of these circumstances, we
request that the Commission take no further action
against Sallie Mae. If the Commission, however, believes
that this case does not warrant a dismissal, we request
that the Commission enter into pre-probable cause concil-
iation.

Thank you for considering this request.

Attachments

4 _



INDEX OF DOCUMENTS PRODUCED

TAB CONTROL DOCUMENT
NUMBERS

A Final candidate package dated September 1996 *Re-
sponding to Clinton/Democrat charges on Student
Loans."

B 0001 May 16, 1996 - Josh Dare's notes of May 16, 1996
meeting.

0002 May 16, 1996 - Gisela Vallandigham's notes of May
16, 1996 meeting.

0003 May 21, 1996 E-Mail from Josh Dare to various peo-
pie.

) 0004 June 7, 1996 E-Mail from Josh Dare to Rose Dillapoli
regarding student loan program.

0005 June 7, 1996 - Rose DiNapoli's edits of document
through entitled "No Cuts To Federal Student Loan Program
0007 (Despite What You Have Heard)."

0008 June 27, 1996 -Note from Kristin Taylor to Roe
DiNapoli.

0009 July 9, 1996 -"Dole Themes" from Josh Dare for JUly
9 meeting - document never handed out.

;r0010 July 9-10, 1996 - Josh Dare's calendas bbowag Wmt-
ings of July 9 and July 10.

0011 July 10, 1996 - Rose DiNapoli'scaear@ wy
through and July 10.
0012

)k0013 July 10, 1994 Josh Dares July I*
410iat is package.

0014 July 10, 1996 - Bob Jackson s natm 
ing.

0015 July 11, 1996 - Josh Dare's handwritteon ~t
through Rose Kleinman with "Student Loans and a
0023 Draft including coinents of Ros Kiu

Dare.

0024 Draft of "Student Lioans and Stut 14*
through Vallandigham (with ber onmts).
0031



TAB CONTROL DOCUNENT
rN&
0032 Josh Dare's clean draft of "Student Loans and stu-
through dent Lies."
0039

0040 July 12, 1996 - Kristin Taylor's July 12 note to
through Josh Dare re: draft.
0041

0042 Draft obtained for Bob Jackson of candidate package.
through
0049

0050 July 12, 1996 - Jerry Davis memo to Bob Jackson per
Jackson's request for factual information re: FVILP
Loans.

0051 August 8, 1996 - Memo, from Rose Di~apoli to Josh
Dare.

D0052 August 8, - Kristin Taylor note to Josh Dare re:
through status and August 12 response from Josh Dare to
0053 Kristin Taylor.

0054 Final candidate package dated September 1996 1e*-
through sponding to Clinton/Democrat charges on Student
0064 Loans."

0065 September 16-17, 1996 - Activity report page trom
fax machine for September 16 and 17.

0066 September 17, 1996 - Scott Miller fax with final
thruogh document dated September 1996 to Peter Sixh of fal
0078 candidates package.

0079 September 17, 1996- Verner Liipfert fax trsuwmtttal
I)through with notes on draft of Scott Reed letter.

0082

c Chronology

D Ethics Guidelines for Lobbying As&
.9, Activity
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READING THE FINE PRINT
ON DIRECT CLINTON LOANS

Republicans are being attacked on the issue of student loans. These attacks suggest that the
Republican Congress has somehow cut aid to students. The fact are otherwise, but entai detais
about sudent loan policy sometimes difficult to raise in acampaign. To set the record straigkad
avoid being put on the defensive, candidates need to know the fine print of what Clinton has
supprte in student loans. Inaccurate attacks on Republicans need to be responded to, sim lad
accurately.

The Student Loan Issue: Framing the Issue

Democrats are succeeding in framing the student loan issue so as to put all Rpbiason the
defensive. They say: "Republicans want to cut student loans. The issue needs to be rdined:
Repulicans have not cut the availability or benefits of student loans. In fact during theRpaia
co itrolle d 104th Congress, more students and families relied upon and received federal suuda lans

than ever before.

Millions of students and their families anid college financial aid officials across the coutry agree
with the Republicans: that federal student loans are best administered by the private meter
where students can reap the benefits of private sector competition for borrwer,.

Candidate's Package

The attached inomton package sets forth the facts, and should be used as a basi forcumr
misiniformation anid fase claim being put out by Denxocrtic cadidates.

3ackgr sad......~................P606460060666060.... ............. " 3

IF -888 060 -ii -t

Tep Tom 1bb Abeu fte
al0 -r ------- 0*0004066.eee-e -eS.S
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Hissrlcal -angosd os the
FdrlStudent Loan P.,oWgam

a.

m ~ fl00"0004"0"000
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BACKGROUND
Oo In 1993, Congress approved a program proposed by the Clinton Administration called the Federal

Direct Student Loan Program (FDSLP), which gave the U. S. Department of Education authority to
undertake a program under which federal education loam were made directly to students fivos the
Federal Treasury. The new program affected neither the eligibility criteria nor benefits availbl
for federal student loans. Rather its lone innovation was a new delivery mechanism for dsusn
loans which centralizes more control in Washington and costs several hundred million dollars to
create computer capabilities already present in states and in the private sector.

In its first year, Congress autorze the Department of Education to make as much as 5% of student
loans through this pilot program, growing to SO0% by the third year. Schools could apply to
participate in FDSLP or remain withi the traditional guaranteed program, under which the federal

gverlnent-guaranteed loans are made through private lenders under the same terms andcodtns

While some proponents of the new direct loan program claimed that the FDSLP would result in
considerable savings to taxpayers, subsequent independent analyses by both the Cogesna
Research Service and the Congressional Budget Office (CBO) revealed that not to be tecame. In
fact, CBO concluded that direct lending under the FDSLP was substantially more epniethan
the guaranteed stuen loan program. Meanwhile, others began to question thegoen ntably
to adiitrthis program, especially with regard to collection.

Along with budgetary concerns, many in Congress began to doubt the wisdom of creating another
* federal bureaucracy within the Department of Education to administer the FDSLP. As a reslt a

bipartisa effort within the Congress emerged during the 1995 budoet debate to cap the growth of
the direct loan program.

Despite public commensI4" to the contrary by proponents of direct loans, there are no Rp~m
proposals that would inhibit students access to lons or increase the cost of studen lam5 hr
borrowers. Candidae should note that the House passed version of the Balanced Bude a in
1995 included a reductiont in the borrower interest subsidies on student loans. These p&oino
would have incrased borrower costs during the hi-chool period, but were pert of a o ra
package that would have balaned the budget and led to lower overall interestu rea al d hmt

ildigstub hM babd it bm wm&d 0. balance bowes would hav m~~
- of so& Daheced budgKtIuao.I ctels io e ~met

bw ~ Doom A&AmqthDudsAaiuro wit t mcunt of the N~
Amdanli" 992

By atmI- to curtai the growth of an untested and ptnilybudget busting direct pm am
loan P1o1 , ogrs has tried to strnghe and sabilie fe~deral studu* Im prgu-m-s.i

miigthei integrity and aviaiiyfor fitur imrations of student borrowes. Pejmj
law"nakers are nt comidering imposing limits on the 1 aviaility of loans for hiheo duwis
were ay suck Imtto made part of the Balanced BugtAct which t Psedtvud b
Pruadent's susiios to the contrary are not simply untrue, they also fter uwadsdW
mong stuents md their biilies.
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Legislative History

Responding to mounting pressures to balance the budget, various proposals were made to refor
entitlement spending on student loans and other areas. In Fall 1994, then Office of ManagemenP t and
Budget Director Alice Rivlin proposed eliminating the current practice of allowing students to carry
their subsidized federal loans "interest free" while in school. An early, non-binding budgetary
resolution adopted by the House in 1995 contained this same recommendation. Various other, mor
modest proposals to reduce subsidies on student loans were considered throughout the bude
debates. Ultimately, though, the Congress agreed upon savings to balance the budget which
preserve all existing loan benefits for students. The Balanced budget plan, vetoed by the President,
would have instead saved $4.95 billion from reforms in the administration of the student loan
program, mainly by requiring private sector providers of student loans to bear more financial ris
and reducing fees paid to them. Savings ($1.6 billion) were also achieved by curtailing the size of
the costly new direct gov=nIen loan program. Wide access to loans for students attending eligible
schools across the country was preserved and loan volume was slated to increase by So percen am
the seven-year period. Tax Code provisions of the same Balanced Budget bill would have rei-tted
a student benefit that was lost in 1986--once again making it possible to deduct a portion at the
interest paid on student loans. Separate appropriations legislation that was later approved by
Congress and enacted into law included the largest one-year increase in the maximum PdR Gran
(up $140 to $2,470), the mainstay program of financial grant assistance benefiting low-incom
students and families.
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TOP TEN THINGS THEY AREN'T TELLING YOU
ABOU THE CLINTON LOAN PROGRAM

1. CLINTON'S DIRECT LOANS HURT STUDENTS

That's right, hurt students!! For a President who talks about federa tax credits and fodail
subsidized college scAhlarshps to lower the costs of WSghe education, the Preidenes own loa
program is actually oe expensive for students. Students who take out a direct low%, an not
el-Igible for many of the money-saving programs offere by lumdlreds of private lenders. A atdws
with V17, 125 in loans cmn sm close to 51,300 in fncigcosts through private sector respa)ymot
programs. The Cliton Direc Loan program is nedesyincreasing the cost of esbge for
ofmilos of students!

2. CLINTON'S DIRtECT LOANS ARE MORE COSTLY TO
TAXPAYERS

The CintonAdn~srai n c coved Coop=es to pass the Direct Loa program by Iumllg tha
it would save tpaers millios of dollar. Three years laer, direct lnigasac
dentates just how fasUse e dams wer. Both the nopfta CqouoalRsac

Service and die Co -eio. Budget Office - each with isown i Wdeendet amlyis -cncaa

that dired lemmig offui d so saviop to the American pesplel The CBO roaid a asi bcM dth
abolishig the Direct Loan program woul sawe the gover vment S1.5 bilE.. With dt~ ked
of savings the gvn in could affor to write a 5100 check to each of the countay' 15 =Mm

-olg student

3.0H GOVERtNMENT HAS A PITIABLE RECORD AT LOAN
COLLECTION'

The bet firn Co~eo placed ft. 41Fuiyofclue aau aei

iW t sm a in ft 4sk ftm cosi. s1 Eel

dolllow& Tu Rndlil the w t as m*c batw at giving ~a ~a
coldgit. Cm w tbatr of tdays utntof Education? 6aMU. " a

fumWaidepcnos i 6  -aw they avdshityi of umd
thosadsOf Caodder the aiIa of Ourdl~r to the am

mom id sick =n Abymul jo a caollet shuden loans it rema" I-
b w ft -__



4. STUDENT LOANS ARE PLENTIFUL

Despite Democrats drumbeat of warnings that Republicans are slashing student loan flids, the fac
is that there have been no such cuzts. On the contrary, thanks to Republican efforts that bega under
the Bush Administration, and continued under the Republican controlled 104th Congress, student
loans are available to more students today than at any other time in our nations history. And while
President Clinton promised to increase grant moneys for higher education, it was in fact the
Republican controlled Congress that has raised Pell Grant levels to their historic high.

5. THE CLINTON LOAN PROGRAM IS LIKELY TO DRIVE UP
DEFAULTS

Another misleading promise of the Direct Loan program was its pledge to decrease student default
rates. By allowing students to pay off their loans as a percentage of their gross monthly incomes
and, not incidently, forgiving the loan if it is not paid off in 25 years - the Clinton AdnIusrto
reasoned that such ease of payments would dramatically decrease defaults. The NoapuM
Cogesoa Research Service (CRS) however, concluded that such a plan could likly imcams
defalts. A CRS epr said tha direc lending is 'largely irrelevant as a means of reducinf dinbit

orates and costs and that the program '"ray well increase default costs." Moreover, where the pivae
sector administered loan program requires holders to assume 2/. risk in defaulted loans and imat
meet sovernmentP collections standards to receive any r eimbuWrsement. The aownm a2Mmes

* ~1 of the risk under direct lending regardless of the quarterly of collection opeatjiosWhSS
billion of loans made to date, even the two percent differential adds significant costs per yea to
the American taxpayers.

6. THE CLINTON LOAN PROGRAM IS A HAVEN FOR TRADE
SCHOOLS

In a shmeles a-- to ibesse loan vobmie une the Direct Lo4an propkheU
D~arnuwhas owe the yprogiu to a high percageoftrd (orprrit)
uaid~ayhe highe debudt rfun thanrgonlyaceie co&"p and

imore than 500 scoal wi have uipud up fiw the third yew of dire c ta ledta
preu~ay inchioeb such as Bjorn's H&asylng Academy, Suncoast School of ?4 aW=@K n

of Helg Arts; Massage & Facial Sin Care; Divers Academy of the Eastern Sshd mhifRA1WW
WeldngSclandNorth'&weUMst as nstitute and dh Hotseshocing School. V

conenratonof trade schools in the program is in direct conffict with Congrese =mmnit&,*
the mix of school balanced.



7. PRIVATE FUNDS ARE DELIVERED AS EFFICIENTLY AS
DIRECT LOAN FUNDS

Technological advances and industry-wide cooperation among private loan participants have led to
dramatic impoeet and efficiencies in the delivery of private funds to stusdmus The muir.
pr ocessing and disbursement of student loan fiunds has been standardized and stre wdinadC vktuai
eliminating the need for paperwork. Not only is application information shae via computer
networks, but funds are also delivered electronically. Some direct lending schools howeve, have
reported problems. The Ohio State University newspaper reported over the swuwiur that soudents
at OSU, Ball State and Shawnee State, all institutions participating in directlndn were
experiencing delays because, as one financial aid official said, 'the program doesnlt work well with
large amounts of loan records."

8. COMPETITION WIHIN THE LOAN INDUSTRY WILL
CONTINUE TO BENEFIT STUDENTS

Competition among private lenders, guaranty agencies, loan holders and evcshe. name
shopping for a student loan a buyers market over the past few years. Many induutay puicas
with the abiit and desire to review repnil borrower behavior, are offering borrowers anwa
of discount programs for on-time payments, cuts and rebates of loan origination fisk a variety of
repayment programs, and higher standards of customer service. This onipaidom , whic n WEl
continue with or without direct Ilending, means cheaper student loans and btte service to the

Nstudent borrower.

9. THE CLINTON LOAN PROGRAM HAS GROWN MOSTLY
THROUGH INDUCEMENTS

The Direc Loan program has not grown to more than 37% of loan volume in the paut *a Iwo
because schools view it as a better progrm But rather bec=s the CMow M m ~

a~ypmyg shea to prtlclpe in the repWM? 112 do fir two
eac& wudut borrower recuvmng a loan to the &kact kamt p up

E~scuto a paid out the schools S10 per ben to indm ito
CRI. ho not mhisd epaymentofd sbidy 1rw e1996-97 o
kWve the playing field between the two prorum. One has to wonder ws~
forced to incease tuition to pay for their epn iv nvsme in direct lendngvfth
absec w=-Of the E duciati on Department's bribes dir e ct loa inttui0 wl F b J



10. CLINTON LOANS ARE CREATING A MASSIVE NEW FEDEAL
BUREAUCRACY

The Clinton Direct Loan program is not cheaper for students and Is more expemlve her
taipaers. It also adds to the governswets overa brown burden, lacn tsaes
risk and hely Inrases default rates. Yet desit all of t hes hotcoi thbe Sj~o

Depuizu s aba a Imag new federa buemacy to nmnp this brgig prgam h
Depatm ua already added 200 new employee to its rnks and is committed to "weidft over
3800 million on0 loan sericig for loans already node, a mnier that inreases drawm--y eac
year the prora is in plc.And agoin, this bureaucratic beheot offers no dtsenbe eei
to eithe students or the American public.
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MYTH VS. FACT
NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESPITE WHAT YOU'VE HEARD)

"Shidrnisare better off [wader the direct loan progmwnJ ...wandire country is better off becaus we 're
going to have more people going to school." President Clinton (Associated Press, September I],
1995)

FACT 1: How are students "better off" by having to pay more for their college education? By
conscripting students into the direct lending program, the President is denying them consuni
choices and forcing them to forego the money-saving programs they otherwise would have bes
eligible for under the guaranteed loan program. A student with $ 17,000 in federal loans could save
as much as$ $1,800 through private loan repayment plans. How does raising the cost of college for
millions of students translate into "more people (will be] going to school?"

BMI2

- "Congress is ... cutting almost every important program to help qualyfied students go to coilege.
Ric/wd Riley, US Secretary of Edlucation, Media General, September 10. 1 995

N FACT 2: Not true. In fact, this Congress increased the size of Pell Grants to their highest level in
history. While Congress has attempted to cap the growth of the Direct Loan program at pilo leveh
student loans would have remained available to all students in the lower cost gamm a
pr opram. There have been no cuts in federal student loan program. Republicans have no ina@Wm
nor taken any action to limiting, the availability of loan funds for students and their hii

(Rwpwbficm hmtgvt cts wwJ goft to come ku'ge4 out ofAmnU pochwsa ft u
P06e dw pwa1iAhiy q~sft Cipeb collegv.' Mk.~wI Smit U.S.!ha

ECANuO Septemberb " 12. 1995.

FACT 3: What is coming out of students' pockets are the extr financing costs which theDbMs
Loan program is imoigon them Students in direc lending miss out on poali E

ind4red s, even thosands, of dollar in borrowing costs that are available through privm
as repsymnt incentive. If anything, the g uatee loan program makes college men
and is mawe likely to help students complete colee



(Republic b get p odJ uudw he oflmnemtjbo every prenitrhying to borrow Eu semi
their child to schol f"1 cos t he studeknt himselfor herself ofr that student la0M' U
Senator Ed Kww4'. CBS Swxhiy Mornlng. Septmber 2 7. 1995

FACT 4: Wrong Agin The in mes ae on federa student lo is identia (cIed .25%)
whetheror ot that loa is through the Direct Loan Fpro=a er the g unadloanporaft
However, oc borrowers entr epymet the private loaw program offers an arra of mowy.
aving beneft that redm uiterest rates and credi loan origination fees. Savings for MWuent
thrugh th kbsdProgram Can amount to soeie hunds- of dollars depend1nA o0 how
much they borrowed.

[17w Direct Lown pogmJ vis betterfor students. bener for twheoos. ait Welw It or mit
costs the smmrs less money Presi Cinoeu Iilbiv Stae UniversIf epeer11 1995

FACTS5: Don' believ it. The Direct LA=n program is more exesv for studeows prowie #Ahd
- to schools On a par with privae industry loa delivey systems and tosts - -w4Ta M" payersy

so bin Acco,7 to the Cogrsioa mDudgat Offic dre ct lending at its kIqiulasi wplV*l
A will coa the Amea peopl a additional S 1. 5 billon, over the next seven years.

"Perhps-O hAvwaw b~ ruc Laepogram a dkw~us a wp w~wV"

0l I saw 3 " Lew'4 Sepmbe 11, 1995
FACTr : Nf *A is the IMosV hufature, it soi fall thon ofth wau*ueIm

as a puheak ei'm * rnsidwy ioms, e bm wbaw
at* son be ba t0 =h d 10 Du



THE FEDERAL STUDENT LOAN PROGRAM
we HISTORY

Today, student loans represent the largest and most important source of student finanial aid in
America. Withou question. the student loan program has opened the doors of edutionl
opportunity to millions of Americans who could not otherwise have pursued it. The publi-privat
partnership has kept pace with surging demand, delivering more that $200 billion in student loans
since the programs inception. The Guaranteed Student Loan Program (GSLP), now caled the
Federal Family EuainLoan Program (FFELP), was created in 1965 in con~junction with the
igher Education Act of the same year.

The GSLP was originally designed to assist middle-income families caught in a cash-flow pinch
occasioned by college costs. While recognizing the importance of investing in human capital
through education, federal policy makers opted for a public-private partnership - rather than a
centrally administered and financed government program - to deliver student loans.

As the program evolved, private sector lenders, Sallie Mae and a number of non-profit aeonay
narkets provided the capital for the GSLP; principally stae agency guarantors and a few non-profit
backed and processed loan p1aanteed schools helped students gain access to the loan pr-ogr~ and
the federal governent reinsued guarantors, subsidized interest rates and exercised lgsaieand
regulatory authrity over the program

The program has grown epntily in volume and scope over the years. In 1972, for ale
Congress extended financial aid to students attending Proprietary for-profit trade and tec1kcal

-~schools, opening a vast new use for student loans. As the program grew, the hed erma goen
-abandoed its failed att empt to manage the program directly in states that lacked a giNaWutor, The
Federally Insured Student Loan program (FISL) was scrapped in favor of a deenrlized netwok
Of aanos

In 1971, the GSLP was expanded to include every student by removing a needs test 1w. GM
) e rity. Thenm in the face of surging demand and program costs, Congress in 19S1 1 -I do

need test and created two les costly,, unsubsidized loan progams one for ede
(SLS), md owe for p of ms ofdpnm studmaws (PLUS). Th199 une w

EduatonAct Vut* uqndd m to midie ucom huh. thwoug -
0r do is mv~ @Meo my student r e a omeeht rw u~

*~~w ~w owr tld ain ooal were alo itoue hth w g s g m
in WK ftom22.4 paeu to 11 .6 percet

Omnbus budget lgsainin 1993 added increased risk and reduced fees the pVe anoW
tk privae incr. Mu~ch ofthe savings tomn these changes (S4.3 billion) were pObwed ho-
the Ioa fens student pay and capping borrower interest rates at lower Iws unwdor bo&a 

gurated rora =md the&WVewy-9abfishedb die c go m loan prg WL do
Euato Act due to be remithorized again in 1997, further r estr ucturing, of ds

pmpm s miciate toamn greater accutaMiy and cost efcece rA
w ~ is wide access to loan funds for America's students.
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Author: Josh Dare at cesiponl V
Date: 5/21/96 1:03 PM4

*Priority: Normal
TO: Amn 3 Anderson at camgw
TO: Susafil L Busch at cgw
TO: Donald C F-hrer at cingv
TO: ARNOLD IMAD at ccmmw
TO: James M Molt at coing

* TO: Amy S Miranda at cammw
TO: PATRICK A IMOO at ccingv
TO: Janet L. Page at ccgvw
TO: Jeffrey R Sampson at ccmmw
TO: Allison J Smythe at ccmegw
CC: Ross EK leinman

* CC: Wendy Rueda
Subject: Media Interview
- ------------------------------------ Message Contents----..... ---------

By all accounts, everyone is doing a terrific job during the recent
spate of media interviews. College Answer reports that you guys ares

* really driving up call volume. Keep up the good work. and well kae
- working to find you those eager audiences.

A couple points to mention that grew out of some recent meetings
around here:

1. There is same concern that the political debate over alleged
Republican cuts in federal education program has led some people to
conclude that there is a diminise level of federal student ljan fWW
available. As you knw, that is not the case. we believe thates &
Point Worth entionin~g darin your interView, Which you eight do la
matter-of -factly. For instance: say the vey., there have be" SoFconcerns amng familes that the goverment is cutting the ealbla

-Dof student loan funds. J~t me reassur you that that is we the ame
Loan sAOeY for Cellege is out there. Vra there, you cwli p
how to aonly, eto.

2. ftw Iva aq 09 dr~et o spe the s

Again, keep up the great work. Anything we can do on our en",us
holler.

*Jos



Author: Josh Dare at celpool
Date: 6/7/96 10:42 AN
Priority: Normal

OTO: Rose DiNapoli
Subject: Direct Lending Debate
--------------------------------- Message Contents ---------------------------

Rose:

Just some quick thoughts on an anti-direct lending message that might
resonate for Dole.

I think the two most compelling arguments are:

* 1. Clintons student loan program is costing taxpayers hundreds of
millions of dollars; and

2. Direct lending is costing students more for their education (by
denying them the money-saving borrower benefits available through the
bank-based program). So. for a President who says he's FOR studeunts;
Clinton is actually costing them potentially hundreds, even thousands
of dollars in college financing costs.

-~(This latter argument will also put pressure on FAMs and schools to
justify to students their decision to participate in FDSLP. pressure

- which we can't ourselves apply.)



NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS
(DESPITE WHAT YOU'VE HEARD)BACKGROLI

In 1993, Congress approved a demonstration student loan program that gave the U.S.
Department of Education authority to make federal education loans directly to studuts,
called the Federal Direct Student Loan Program (FDSLP). In its first year, Congrss
authorized the Department to make as much as I10h of higher education loans tirugh
this pilot program, growing to W1/9 by the third year. Schools could apply to putici
in FDSLP or remain with the traditional guaranteed loan program in which the federal
government guarantees the loans made through private lenders.

While some proponents of the direct loan program climed that the new program would
result in considerable savings to taxpayers, subsequent idpnetanalyses by both the

N nnatsnCongressioa Research Service and the Congressional Budge Office
r ~revealed that not to be the case. In faict, CBO concluded that direct lending was bam of
- dollars mor expensive than the gurnedloan program. Meanwhilehers b~e to

question the go Ver9i9Nment' s abifity to administer this progrm, patcual the collection of
the loans when they come due.

Given the signWlcant savings associated with scaling back FDSLP as well aohe
concerns over the efficac of creating another huge federal bureaucacy, a bpim bit

-' in Congress anerged in 1995 to cap the growth of the direct loan program MmbWiss
initiative ma with predictable- political resistance, the daaeover the fiw o(hftl
stuon loan program has become distorted largely a a rmlt of a Aiuodes

c~pinover the effects such a cap would have on sudents.

Despite public counnt aon the line of those cited below, thee Aa

1ro-om- that would 1uda1 studems' access to loan kiads in muy way.
g owfh=t uofmsd mud Wo~h -Ig*usn dm - mgr-~a mi W"I b~a I boFw ar W0 ts waf t

t We~iy of lou fr r education and m isdn hs
-unwaranted auie1y1M students and their feiIes.

Amelaihas, see 11,19M5

k h~~~ "SUdents are betroff [under te dtoec clu uru
=waiy is better off because now we're going to have morepelegngo



Media General News Serv~ce September 1,, 1995

Richard R&Ae- U.S. Secear9 f dcain "Congress is .. cutting almost ever imponine

programt to help qualified students, So to colleg."

Boston Globe, September 12, 1995

Nfci mt.us udz =o dctm (Republican budget cuts ame) "going to
come lagely out of students' pockets. It will certainy reduce the probability of studms'
completing college. o

CBS Sunday Morning, September 27, 19M

U-S. Senator Ednw [Rne~~ (Rpuli budgt proosls "raised the rute of Wi rem
for every parent tryin to borrow money to send their child to school. [*'Il caonthde
student himself or herelf more for that student loan."

N

-) "Cmurrn proposals in Washington could cam studut nd their filie needy S2 b~ss
in the wnd fiv years. Should that happen toad of students m~y be h od to
abandon their& deam of a colleg dcto.

-)MI n D1emer Dinslmeu News, Deebr11995M

to iss t i b the bu is sem s i 64* A m.11

News Rdhu., Deemer11 1995

An (tILp~njw
trsksdon~ os yrvap anwt~ w

t. -- - Imdoc
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DOLE THEMES

I.- Diret Lending Is Anti-Student.

While President Clinton is proposing tax credt and federal scholashps to hel mea
pay for college, his Direct Loan program today costs college students more to &MW

* their education. The average college student pays about $ 1,000 more to fina=c Ns or her
education in the Direct Loan program than through repayment programs offere duoqh
private lenders.

2 Direct Lending is More Expensive for Taxpayers.

By supplanting a privately run loan program with one managed by the federal gou11080,
taxpayers will pay an additional $1.5 bulliorn over the next seven years. That is the
equivalent of the federal, government writing a check for $ 100 to every colle gsudeft in
America.

3 Can the Government Effectively Collect the Lans?

Remember, these are loans, not grants. The gover nment may be teriic at dolin a
money, but its record at collecting from its debtors is less than encmougW Thsk Sbmst
it.- Whom do you think would do a better job at collectin student loans: the 1 UNv
or private lenders? Consider the track record of the Department of EducatioZNwhs

(3 , ~ earlier this year eprenced a backlog of prcsigcose to one million bmchlW di
W_ applications- Or look to our neighbors to the north. The Canadian g orIuM s U a&h

tsrepniiiyDealsostdnlosaraledtohghWihuan abysmal job at colecting student loams it recently asked prvate lenders to mW oM

loan collection efforts, student loan defatults, could go even higher.

4. Student Loan Funds Are PlentifuL

T* a swveo l to a udens' amto ns for sedcsWo
shtunsborroed moreth. $25 bilion though fadera loprolpu adf

stuentborowngis epced to approach $29 bikllin
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BACKGROUND

In 1993, Congress approved a proposal by the Clinton Administration cagled the Federal
Direct Student Loan Programn (FDSLP),, which gave the U.S. Departmient ofEdcio
authority to mfake federal education loans directl to students. The new progrm aftcd
neither the eligibility criteria nor benehts available for feAl sW dn loans. RJahr it
offered a new delivery menchanism to schools participating in the program.

Ini its first year, Congress auhrzdthe Departmnt of Education to make as much as
10%/ of higher education loans thtough this pilot program, growing to 40%s by the tird
year. Schools could apply to pariciat in FDSLP or remain with the mtraiina
guaranteed loan progrm, under which the federal governmnent guarantees the loans ame
through private lenders.

While somte proponents of the new direct loan program claimied that the FDSLP woud
result in considerable savings to taxpayers, susqun idpedn analyses by both dhe

Conresina Research Service and the Congressional Budget Office (CBO) reveaed dta

not to be the case. In fact, CDO conc Iluded that direct lending under the FDSLP was
substantially mnore edenieohn the gurante loan prrm Meanwhile o hers b~e
to question the goenets ability to dmnistr this program, especially with regrd to
collection.

Along with budgtar cern, many in Conigress began to doubt the wisdom ofah
another lwge federal bureacacy to adiitrFDSLP. As a result a biper* It-~
within the Congress emergd during the 1995 budget deaeto cap the growth otshe
direct loa program. Althoug- h this initiative met with prctbepolitical ree ims, 0

Tdebate over the fism of fedeal mhen loa propam as become istorted wiOP m

Despite public co asto the M 7 dmuy x ee sno Iuiiampaoast
it WW stdetsoi m to ham #Am or ima, i hn coat ot*dn ham bW,;-

Na in , blthe an*rap s afh& Pod kethm d Ign o ai d
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TOP TEN THINGS THEY AREN'T TELLING YOU
ABOUT THE CLINTON LOAN PROGRAM

I. ITNDRC ON U SUET

That's right, hurt aaadents!! For a President who Waks about federal tax credits and
federally subsidized college scholaships to help students and families pay for highe
education, the President's own loan program is actually more expensive for students. By
taking out a direct loan, students are not eligible for many of the money-saving pnram
offered by hundreds of private lenders. A typical student with SI 17,125 in loans, for
instance, can save dlose to S1,800 in financing costs through private sector reaye
programs. That same student who borrows through the Direct Loan program receives o
such savings. The Clinton Direct Loan program is needlessly increasing the cant of
college for millions of students!

(INSERT CHART SHOWING SAVINGS HERE)

2. CLINTON DI(RECT LOANS ARE MORE COSTLY TO TAXPAYRS

The Clinton Administration convinced Congress to pass the Direct Loan proram with do
promise that it woulld save taxpayers illions of dollrs. Today, three years bMe, we

rcgzethat pledge as the empty promise it was. Both the nonpartisan Con'eu Iml
Research Service and the Congressional Budget Office - each with its ownineumt
analysis -concluded that direct leading offere so savings to the Americ.e pi
The CBO concluded in fact, that abelishieg the Direct Lon program w.l m ws

) government S1.5 Mon. With that kin of savings, the government could wrim a Sloe
check to each of the country's 15 milion college students.

3 TE OVENMNTHASA flAUL WRECRD ATLOAN

The la" tit Congress plcdte repniiiyof colecting* studek nt l in tM h.11111110o
the govennuents It was a disasterf. In fia, loan collection was so msaae
enforcm ent of rule so lax under the Federally Inred Student Loan prop'i dma
Conges abolished the progrm in favor of private sector loan collection. Tredlhlm*.
thermentis naahbetter atpissgow money than itis at coectingit. Can
expect bette of today's Depaent of Clducan Doubtful. This pest spru*

Dep'tmntexprlueda baciflog -s r~es g clse to ee m0e iamh
ap$eatmcrating undue anxiet and hardship for hundreds oftoumd

Considteeprec of our neighor to the north. The Canadian govei i
such an aymljob at collecting student loans, it recently asked private lenders ,.tam
over this responiiiy



.b.

* 7 V

e the steady, dolefu drumbeat beating out warnings that Republicans are dashing
stdent loan A tids, the fact is that there have been no such cuts. On the contrary, dmuim

to Republican effts that began under the Bush Administration, student loans are
available to more students today than in our nation's history. And while Presiden Clinto
promised to increase prant moneys for higher education it was in fact theRpulci
controlled Congress that has raised Pell Grant levels to their historic high.

5. THE CLINTON LOAN PRORAM IS LIKELY TO DRIVE UP DE~FAL

Another of the vacuous promises of the Direct Loan program was its pledge to decprie
student default rates. By allowing students to pay off their loans as a perrentqp aitheb
gross nmthly incomes - and, not inietly,foiyvitg the loan if it is not paid offin 25
years - the Clinton Administration reasoned that such ease-of-payment plans would
dramatically decrease defaults. The nonpartisan Congressional Research Service (CM5)
however, has concluded that such a plan could likely increase defaults. A CRS upon
said that direct lending is "largely irelevant as a means of reducing" default rate en
costs and that the program "may well increase default costs." Moreover, where she
private loan program assumes a two percent risk on defaulted loans, the gve no
assumes 1001/ of the risk unde direct lending. With $29 bilon in loans, that two purum@
differtial 61 is am added cost oftSXXX million per year to the American azyUMU.

In a shless effort to bwcease loan volume under the Direct Loan program% the
Education Deatment - has opened the program to a high p ercentage of trade(r

-twpy) -ho ahoob whichh daon*ul hewhe r d~* raw *a
- m twu~ine O(ts mome dha 5W schools whc hae m a

YW at h 1 C leafin a A 60%01 - cpr dry sch9*bU D.
ILAdumy, Sumasas Scoof E4a Acadmy oflhaa ArtM&-
Cv Divars Acadef-,y ofd ethe EauuSboard, Modern Welding School ms
Nanuiu Institute and Oldahoma Hrehen col



7. MTMMYA M

Technological advances and industry-wide cooperation among private loan pariias
have led to dramatic imrvmnt and efficience in the delivery of private Audi to
students. The entire proesn and dibreetof student loan finds has boan
standardized and streamind vi ral lmntn the need for paper. Not oinly is
application information shared via computer networks, but funds are delivere
electronically as well. The days of long lines at the financial aid office are over.

Competition among private lenders, guaranty agencies, loan holders, and swrvicus has
made shopping for a studlent loan a buyer's market over the past few yewr. h6"y
industry participants are offering borr9owers an array of discount program for ow~.
payments, cuts and rebates of loanorigination fees, a broad selection of repsymu

prorasand new standards of customer service. This copeti0 wI c is UBd so
continue with or without direct lending, mean cheaper loans and better service so the
student borrower.

(INSERT CHART OF FFELP DISCOUNT PROGRAMS)

9-I'60J W M QR T W . O

Has the Direct Loan program wow. to mor 306 ofgda a~m 
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The Cihon Dire Louw progra is neither cheaper for students mor tapaes
likely t drive up dinfaub rates, is adding to the graeramets ovrlbroIng
burden, ad icwuu tazpayenlu' risk. Yatdeqpie dofdw dhs ho s i he
Edcat*- ion Depan m is moblllmg a huge mew federal bwreacacy gom"mp t
b-rgeon-*g proprm The Deprtn ieIni has alrady added XXX new e1mpwo-- es tokis
rank sod spent SM muons irn federa oaacts to cremte a service alredy being *Iy
provided by private iMday. And api., this beemthfeeral program ofsa
discerml bemefi to eithe studets or the Amurca peope-



MYTH VS. FACT
* NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESPITE WHAT YOU'VE HEARD)

* "Students are better off [under the direct loan programi.. and the country is better off
because we're going to have more people going to school."' President Clinton
(A ssociated Press, September 11, J995)

FACT 1: How are students "better off" by having to pay more for their cokeg
* education? By conscripting students into the direct lending program, the Preskid s

denying them consumer choices and forcing them to forego the money-saving propan
they otherwise would have been eligible for under the guaranteed loan program A
student with $17,000 in federal loans could save as much as $I,1S80 through privat loam

repamentplans. How does raising the cost of college for millions of students mu don
"more people (will be] going to school'?

"Conigre is ... cutting almost e wry important pogramn to help qualified stasdems.r so
ol Richard Riley, U S. Secretary of Fditcation; Me4~a General. Josmbr 9

1995

FACT 2: Not true. In fact, this Congres increased the size of Pell Grams to th*'
higes levels in history. While Congres has attempted to cap the growth of ftn Db"
Loan program at pilot levels, there have been no cuts in fedeal student loan p r p

Republican have no intentiort of liitn the availability of loian fiuds fir srad s
thekrfeiles.

(Republcw budgt cuts oiel "going to cwue "w Jev out of students'pockru~ft I m.
cerw*nl re~hce the pmobilitv Of student ctpetnolee MCiho SI L*

* Luruc4VrtIIy Of FAct ons Septmbr 12. 199.

FACT 3: What is coming out of students' pocktets are the ara financing cows
Dinec Lan proram is imoigon them Students in direc lending mis owtm
poetal aig of hundreds, eve thousua of dollars in borrowing costs

* ~availal tough privae lenders. If anything, the guaranteed loanprgrm5
ore affordabe and is more likely to help stedeats complete colege.



lMXTH 4

(Repubican budgt proposals] "raised the rate of interest for every parent Sybq so

barwM to send their child to school [1/1'll cost the student hlnulf or ImeywoefiW

tMot student loan " US. Senator Ediward Kennedy. CBS Sundy Morning. Spmer27,
'995

FACT 4: Wrong again. The interest rate on all federal student loans are idencal

(currently 8.25%K), wheqther or not that loan is through the Direct Loan progrm or the

guaranteed loan program. However, once borrowers enter repayment the prvat lown

program offers an array of money-saving benefits that reduce interest rame and cr edit loan

origination fees. Savings for students through the bank-based program anmun to

sometimes thousands of dollars, depending on how much they borrowed.

(The Direct Loan program] "is better for students, better for the wxiwos~ amA bellw it

or not, it costs the twpayers less money. " President Clint Ilii~s Stwe LhniwriO.
September 11. 1995

FACT 5: Don't believe it. The Direct Loan program is more expesiv for SOduU,

provides funds to schools on a par with private industry loan delivey sytm, i d su
taprmIOMemoney, not less. According to the Cogesna Ddam= dkpt

lending wil cost the American people an additional S I .5 bilon owe t -Ms yeu&

'"PerI'qs Oue now imorufeataa of theDit Lom'pog L A=q W
bi*v J~asprwua~q of the 1%mmue of O'the~bywk

cdlegeA &Mv Clvo# ilras Crd (y. SepOSWOP4"

FACT 6: Iff thtis the mos" on flu an it aEfls & os AM
program Unde the bank-based pfrpasudent borriowers u~t ody b"*a

reain hir loas as a pecnaeOf thirk gross mont Omcoms ba

Umuch mor flibilt in deilngwhatthiat pcntageshosd e ua
Diret Lan ine-contngent repamen plan.





CANDIDATE'S PACKAGE
Federal Student Learns

STUDENT LOANS & STUDENT LIES

THE HIDDEN COSTS OF THE
CLINTON LOAN PROGRAM
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BACKGROUND ~

In 1993, Congress, approved a prpslby the Clinton Admninistration called the Fdrl 1 )
Direct Student Loan Progra (FSLP), which gave the U.S. Department of Educatioun
authority to make federa education loans directly to students. The n.. v Program famd
neither the eliit criteria nor benefits available for federal studt loans. Rather, it
offered a new delivery m echais to scuhol participating in the programi.

In its first year, Congress auhrzdthe Department of Education to make as nxich as

I0h/ of higher education loans thriough this pilot prograrm, growing to 40% by the third

gurated on roraunder which the federa ---I Ien Praneedt loans e

While somec p, rponets of the new direct loan progami claimned tha the FDSLP would
result in cosie asVuags to txaessueqntindependent analys by bock the
Cogesoa Reeac Service and the Conressona Budget Office (CBO) r avaldta
not to be the case. Ini &Mt CDO con -cluded that dire ct lnigunder the FDSLIP wa

subsantilym epnietha the gurnteedW- loan progranm Men al ther beg.
to question the geren's abiltto aminister this programn, especially with regard so
collection.

Along with budgetary conwns auny inCongress banto doubt the wisdom of o i
another huge feeral braccyto administer FDSLP. As a result, a bieti k
within the Congress mergd during the 1995 budget deaeto cap the growth of the
direct loan propun Although this intiative nm with pdiabeport"~ doat
debat over the tm of fdera madam pan prpi hs beome distotedwA p

hypebol, milemug cMi md a genue capag of misiha otn..
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sadambooirmLFu u w M11121 SWOON hapoig bob on
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TOP TEN THINGS THEY AREN'T TELLING YOU
* ABOUT THE CLINTON LOAN PROGRAM

Y. 1. NO IEC ON fUTSU&
* That's right, hurt students!! For a President who talks about federal tax credits and

federally subsidized college scholarships to help students and families pay for Noghe
education, the President's own loan program is actually more expensive fr studuit By
tking out a direct loan, students are not eligible for many of the money-saving prolpin

offered by hundreds of private lenders. A typical student with $ 17,12 5 in loanak for
* instance, can save close to $1,800 in financing costs through private sector repymuprograms. That same student who borrows through the Direct Loan program receives no

such savings. The Clinton Direct Lean program is meedlessly increasing the cost of
college for millions of students!

(INSERT CHART SHOWING SAVINGS HERE)

2. CLINTON DIRECT LOANS ARE MORE COSTLY TO TAXPAYERS

The Clinton Administration convinced Congress to pass the Direct Loan program with tha
promise that it would save taxpayers millions of dollars. Today, three yeas later, we
recogn iz that pledge as the emtypromise it was. Both the nonpartisan Cnrsia
Resea r c h Service and the Congessional Budget Offic - each with its own Wnsu
analysis -~ conclud-ed that direct leoffing offerd so saving to the Americas pspl
The CBO conclded in fact, tha abolising the Diret Loan pr eormo w sm f
governmet 51.5 bilios With that kind of savings, the governmnt could write a £100

'~check to each of the country's 15 n~ifion college students.

the government, it was a disste Ib fact, loan collection was so ms ans d
nforceint of rules so lax under the Federally Insured Studen Loan progrm *A

* ~~ Copres abolishe t progra in fAvor of privae secto loaw collection. Taiak*
th eone i is much bette at givig ot money than it is at collecting iL Cm we
apedtbte of today's Deatetof Eduication? DoubdWu. This past sprug. fte

Deptnu eperen idt backlo im dces n t on amm. flnmg
aphltl~s ceain udu axityanMhrds* for hundred of atuiso~

* ~ Cosdteeprec of our neWg*or to the north. The Canadiangoeuwdi
smich an abysmal Job at colleting student loans, it recently asked private lenders to Ma
ovedtis rsonsibility.



0Techtnological advances and industry-wide coeainmngprivate lonpatciat
have led to dramatic' ipoeents and efficiencies in the delivery of private Rnis to
students. The entire prcsigand dibreeof swident loan Rinds has bun
standardized and streamlined, viraly eiiaing the need for paper. Not only is
application infoi mation shared via computer networks but funds are delivered

* lectronically as well. The days of long lines at the financial aid office are over.

8. COMPETFFIN WITIN THE LOAN INDUSTR WELL CONTINE TO
0EE STUDENTSiZ~f

Competition among private lenders, guaranty agencies, loan holders, WA servicers has
made shopping fbr a student loan a buyer's marke over the past few years. Mdany j
industry participants are offering borrowers an array of discount programs for on-time

*payments, cuts and rebates of loan origintion hes a broad selection of repayment
programs, and new standairds of customer service. Thlis competition, which is likely to

-. cntinuLe with or without direct lending. means cheaper loans and be *wGt tn1
* student borroi wer. no-t

(INSERT CHLART OF FFELP DISCOUNT PROGRAMS)
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MYTH VS. FACT
NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESPITE WHAT YOU'VE HEARD)

"Students are better off (under the direct loan program] ... and the country is befer of
because we 're going to have more people going to school. " President Clinton
(A ssociated Press, September 11, 1995)

FACTI1: How o by having to pay more for their colleg
education? conscri iiktdents into the direct lending program, the president is
denying thl nsh1u X ices and forcing them to forego the money-saving programs
they otherwise would have been eligible for under the guaranteed loan program. A
student with $17,000 in federal loans could save as much as S1, 800 through privas bum
repayment plans. How does raising the cost of college for millions of students ,4h
"More people [will be] going to school?" tcz

"Congress is ... cutting almost every important program to help qualiied studwo S go
college. " Richard Riley. U.S. Secretary of Education, Media General, September lo*
1995

FACT 2: Not true. In fact this Congress increased the size of Pell Grant to thei
highest levels in history. Whie Congress has attempted to cap the growth of the Ding
Loan program at pilot lewels, there have been no cu in federal student loan pro a

Repblianshave no itenton of limiting the availability of loan flunds for stUdsmad
their families.

(Repubic= budgt cuts ae] 'gomg to come kargly out of sudnts 'pocktL ft
certainl reduce the probability of studens completing collee. " Mic&el SIA US'
Udereeary of Education Bo September 12. 1995.

FACTI3 What is coning out of students' pockets are the extra financing costs
Direct Loon pr ogram, is iposin on them Students in direct lending tuss out 0%
potwiial savings of hundreds, even thosands F of dollars inborwncos
availble through private lenders. if anything, the gurnedloan program m
ore affordable and is more likely to help students complete college.



[Repbllcan budget poposatrJ "raised the rate of interest for every parent byq so
boivow to send their child to schooL (lit171 cost the student himself or herartfiwfo
that itndenloa ow" US. Senator Edward Kennedy, CBS Sunday Morning, Sepfmbe 27.
'995

FACT 4: Wrong again. The interest raten all federal student loans PA identical
(currently 8.25%/), whether or not that loan is through the Direct Loan program or the
guaranteed loan program. Howerer, once broesenter repaymnt the private km
program offers an array of money-saving benefits that reduce interest rates eM credit lam

* ~origination fen. Savings for students through the bank-based prograzug w g
--momelope tosands of dollars, dpnigon how much they borro

MYTHA5

(77.. Direct Low porami "is better for students, better for the xhol ang be~iw ft
or Dw, it cos= the krxpars less mone."PeietCnoniijwsSael i*
Seplember 11, 1995

FACTr 5: Don't believe it. The Direct Loan program is moreepesv for sWdsm
provides fli-ds to schools on a par with private industry loan divrystenm, ed camS

aspays awe msey, mot less. According to the Cogesna Budgt Ociet, Oft
lendin wil cost the American people an additoa S I .5 billion over the nam sevmn~

Ar~q uw now p I Ianwf fom oft/se Direc Low. pogum is &W d

poip~ Unduetebek-beadpeopu studentboswows not oudy ly MW I
re *y*g kmirluasa pecenatage oftheirgross monthly income, but bavrou
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CANDIDATE'S PACKAGE
Federal Student Loans

STUDENT LOANS & STUDENT LIES

THE HIDDEN COSTS OF THE
CLINON LOAN PROGRAM
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BACKGROUND

In 1993, Congress approved a proposal by the Clinton Administration called the Federa
Direct Student Loan Program (FDSLP), which gave the U.S. Department of Educaion
authority to make federa education loans directly to students. The new program affected
neither the eligibility criteria nor benefits available for federal student loans, Rather, it

0 offered a new delivery mechanis to schools participating in the program.

In its firs year, Congress authorized the Department of Education to make as much as
I18/ of higher education loans through this pilot program, growing to 40V/@ by the third
year. Schools could apply to participate in FDSLP or remain with the traditional
guaranteed loan program, under which the federal goven uent-guaranteed loan are made
through private lenders.

While some proponents of the new direct loan program claimed that the FDSLP woud
result in considerable savings to taxpayers, susqun indeedn analyses by both the
Congressional Research Service and the Conrsional Budget Office (CEO) revealedoa
not to be the case. In fact, CBO concluded that direct lending under the FDSLP was
substantially more epniethan the guaranteed loan program. Meanwhle, others bepa
to question the government's ability to administer this program, especially with reedto
collection.

Along with budgetary concerns, many in Congress began to doubt the wisdom of awa
anoherhug feera bueaurac toadiniste FDSLP. As a result, a bipartism i

within the Congress emrgd uing the 1995 budget deaeto cap the growth ofthe
direct loan program. Although this iniativ me with predictabl p"itcl a h-

* debate over the flirsm offedera studen lowmi pwin has becoe dist &orted withp m~
hyprboe, iseadng ccuatOsPn a geneal capinof mnisinfox rion

Despite psuic co to thecontrury, thes WOO no pmicap p
Mak satudents ma 0 ow ob or mmlum th do we ofo w indntlms
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TOP TEN THINGS THEY AREN'T TELLING YOU
ABOUT THE CLINTON LOAN PROGRAM

I. CLINTONI DIRECT LOANS HURT STUDENTS

That's right, kurl students! . For a President who talks about federal tax credits and
federally subsidized college scholarships to help students and famnilies pay for higher
education, the President's own loan program is actually more expensive for studens. By
taking out a direct loan, students are not eligible for many of the money-saving programs
offered by hundreds of private lenders. A typical student with $17,125 in loans, for
instance, can save dose to $ 1,800 in financing costs through private sector r epame-nt
programs. That same student who borrows through the Direct Loan program recewe sno
such savings. The Clinton Direct Loan program is needlessly increasing the castof
college for millions of students!

(INSERT CHART SHOWING SAVINGS HERE)

2. CLINTON DIRCT LOANS ARE MORE COSTLY TO TAXPAYERS

The Clinton Administration convinced Congress to pass the Direct Loan program with the
promise that it would save taxpayers millions of dollars. Today, three years minor, n
recognize thtpledge as the empty promnise it was. Both the nonpartisan Cow~uiu
Research Service and the Congressional Budget Office - each with its own 1 -d p

anlyi - concluded that direct leading offered so savings to the Amaeia poupU
The CBO cocuein fact that abolishing the Direct Loan progra m wedi am do
goveu'inet SI.5 billion. With that kind of savings, the govrmn could wio&S106
chec to each of the country's 15 million college stuents.

TMW last time Congress placed the rep nsiilty of collecating student loan in d
the govveinet, kt was a disaster! In fact, loan collection was so mnisapde
enfricemeno of rules so lax under the Federally Insured Student Loan prop=m On
Congress abolished the program in favor of private secto loan collection.Tw i

the 54 gveriI ielt is much better at giving out money than it is at collecting iL Ow i~t
mpc beterof today's Department of EdctoDoubdal. This piast qfrng I"

n u- out eit a backlog in prcs iagcls to oe nme
mplsums retn undue anxiety and hardshtip for hundreds of thou=* F

Consider the exeineof our neighbors to the north. The Canadian gvn~
sick an abysmal job at collecting student loans, it recently aske private lendars



4.i ol]4 STDN LOA FUD AR PLETIFUL-

Despite the steady, doleful drumbeat beating out warnings that Republicans are slaulin
student loan fuinds, the fact is that there have been no such cuts. On the contrary, thank
to Republican efforts that began under the Bush Administration, student loans are
available to more students today than in our nation's history. And while Presiden Clnto
promised to increase grant moneys for higher education, it was in fact theReulcn
controlled Congress tha has raised Pell Grant levels to their historic high.

S. THE CLINTN LOAN PROGRAM IS LIKLY TO DRIVE UP DEFAULTS

Another of the vacuous promises of the Direct Loan program was its pledge to df1carMei
student default rates. By allowing students to pay off their loans as a perena of dwir
gross monthly incomes - and, not incdentallyforgiving the loan if it is not paid of.i 25
years - the Clinton Administration reasoned that such ease-of-payment plans would

draatcalydecrease defauts. The nonprvsa Congressional Research Service (C3S)
however, has cnlddthat such a plan could likely increase defaults. A CRS rpr
said that direct lending is "largely irrelevant as a means of reducing" default rawe and
costs and that the program "may well increase default costs." Moreover, wher the

piae loan program assumes a two percent risk on defaulted loans, the goVIer
assumes, I00% of the risk under direct lending. With $29 billion in loanm that two pm~

diferntalis an added cost of SXXX million per year to the American taxP ym

6. HE LINONLOAN ]PROGRAM IS A HAVEN FOR HAIR SYf

In a shameless effort to increase loan volume under the Direct Loan progrun, th
E~aatos eprtmm has opened th rgu oauhprste o rd

- d WN 0vui (th ma= then 5W sclo wl~ hav
o dhen I I q, a IA 6S% an so* W- r~ aebee0" d b as Sjem'

Acdey.Suneat School ofl auags Academy o(Heaiq Arts, Mbaue
Carw ivr Academy of the Eastrn Seaboard, Modern Welding Schiool, NoA
Namies Institute and Olahomna Horne1hoe1ng School.

A '! . 9



Technoogical advances anid industwy-wide cooperation among private loan priiu
have led to dramatic ipoments and efficiences in the delivery of private Bandsto
students. The entire processing and dibreetof student loan fuinds has been
standardized and stemievirtually eiminatng the need for paper. Not only is
application inormation shared via computer networks, but funds are delivered
electronically as well. Some direct lending schools, however, have reported probem
The Ohio State University newspaper reported over the summer that students at OSUas
well as Ball State and Shawnee State were exprienmcing delays because, as one fiuecia
aid official said, "the program doesn't work well with large amounts of loan recordL

S. COMPETMTIN WITHIN THE LOAN INDUSTRY WELL COfNIU TO

Competition among private lenders, guaranty agencies, loan holers, and servicmr u
made shopping fbr a student loan a buyer's market over the past few years. M~ay
industry participants are offering borrowers an array of discount programu for on.em
payments. cuts and rebates of loan orgnto fees, a broad selection of re"MYa

proras.and new standards of customer service. This cmeion. whic wE smihem
with or without direct lending, means cheaper loans and better service to the abadmn
borrower.

(INSERT CHART OF FFELP DISCOUNT PROGRAMS)

9. j=LON kgMHSSMKW

~ D lm m gmt - d 30 t la

each sudent borrower receivin a loan through direct leaing the DW urtn"
Ddcuonprovide a 510 a a d ve fee. To &dath Dqmsth

thi S)=m Alo to schools, indcing tha to 11 icie w idire ct leait ,
know agoua h psymu of this ahuiy hr -the 1996.97 school y
wooler whuhr cobps wil be Sorcead to mcr as Uwime to py fthi



AS I~Mu LOANS aD. CRAIN ASSIVE NEWEEEA

The canton Direct Lown program is meither cheaper for students nor tapyrb
li*l to drive up delank rtu, is adding to the gsveumemt'.s --- ra bewing
burden, and is wemu 'a p aes rbik Yet, despite alof theseshiomn, u

EducaIn" Deatet is moAln a huge new federal bureacracy to mmnqge die
buginig rorm The Deparment has already adedXX new emloee to its

ranks and spent SXXX milluion federal contracts to create a service already being ably
provide by private industry. And again, this behemoth federal pirogram offers meO
disceruibe benefit to eithe students or the America. p eoipl1e



MYTH VS. FACT
NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESPIE WHAT YOU'VE HEARD)

KMI

"Students are better off [under the direct loan program] ... and the country is better o~ff
because we're going to have more people going to school. " President Clinton
(Assoiated Press. September I]- 1 995)

FACT I: How are students "better off' by having to pay more for their college
education? By conscripting students into the direct lending program, the President is
denying them consumer choices and forcing them to forego the money-saving progrnm
they otherwise would have been eligible for under the guaranteed loan program. A
student with $ 17,000 in federal loans could save as much as $ 1,800 through private loa
reayment plans. How does raising the cost of college for millions of students trauat
into "more people (will be] going to school?"

MXIII

"Conigress is ... cutting almost every important program to help qual/ied stuk so
college. " Richard Riley, U. Secretary of Education. Media General, September 10,
1995

FACT 2: Not true. In fact, this Congress increased the size of Pell Grants to thei
highest levels in history. While Conges has attempted to cap the growth of the Dfrm
Loan program at pilot levels there have been no cuts in federal student loan propag

Repblianshave no intention of Unmiting the availablfity of loan funds for student gd
their 6niles.

[Republican budget cuts are] "going to come largely out of students' pochrt It vf
certainl reduce the pobabilny of studnts completing collge."' Michael SUif &
Undersecetay of Education. &Won & Sptember 12. 1995.

FACT 3: What is coming out of studtents' pockets are the extra financing comr A
Direct Loan program is bmposing on them. Students in direct lending miss out Mn
potential savings of lnnres, even thouswas, of dollars in brongconts did
availbl through private lenders. If anythin& the guaranteed loan program ,l~
mere affordable and is more likely to bep students complete collee.



MYTHA4

[Repblican budget proposals] " raised the rate of interest for e vei, Parent tring t0
borrow to seni their child to school. [lt 'll cost the student himselffor Aterse(f awe for
tha student loam " US. Senator Edward Kennedy, CBS Sunday Morning, Sepember 27,
1995

FACT 4: Wrong again. The interest rate on all federal student loans is identical
(currently 8.25%), whether or not that loan is through the Direct Loan program or the
guaranteed loan program. However, once borrowers enter repayment, the prve loan
program offers an array of money-saving benefits that reduce interest rates and cr edit loan
origination fees. Savings for students through the bank-based program can amowt to
sometimes thousands of dollars, depending on how much they borrowed.

10[77w Direct Loan progam] "is better for studenis, better for the schioolsa, w believe it
or not, it costhe krxupa'yes less money."' President Clinton, Illinois Stae (hiversiy,
September 11. 1995

FACT 5: Don't believe it. The Direct Loan program is more expensive for ntudes%
K provides fitnds to schools on a par with private industry loan delivery sysa md ae

Twspayere money, mot less. According to the Congressional Budga Office t
lending at its legisated target levels will cost the American people an additiciml St.S
billion over the next seven years.

'PerW de A" iuw 1jat r ofth Direct Low p or m is AW
&a'kvw loan wso copPWr ofd th bwe of shejob youhe Whow
emft hosf~ caw^. Illbvk age Lwrifty. Setse I.

FACT 6: Wfthat is the "most unp 4!nt frature, it still Ealks sOof th p h
program. Under the bank-based program, student broesnot only have *.
repaying their loan as a peca geo hi gross montAX y incomeN bon
uchs &oelXib"it in doeuo wa ht percentage shouldbet

Direc Loan i-nccome-conttingent repaygwnt plan.
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CANDIDATE'S PACKAGE
Federal Student Lium

STUDENT LOANS & STUDENT LEES

TH IDEN COSTS 0 I
CLINTON LOAN PROGRAM



READING THE FINE PRINT
ON DIRECT CLINTON LOANS

Whethe it's deals wit Afkana beakem 12U WitetrAI- dealpme n fed"a Ibade aW
pr ograms, Presiden Chunto ems to have troubgt" i hi% s storie strigt he it
mes to loaws

On tM Octw offedau studen outs &ix one* t Presiden is tout Wis Direc
Loa program as be"n better for tudenand taxpaye alike. Wrong again Mi.
President. Perhap Mr. Clinton, as any eWee O W ayr nws, ough to read the ie
print on his own loan program.

Campaig. Isse

The Presidentand Democrat d idates are ikey to use the Chinto Direc Loa
program as a caumpno isu, acosn amiusoatqt to cut beck i
program. But this unteste prou a are eemv for sdetmMr puv
for taxpayems arid has quiddy grew. het amedhe Imassiv e eralbrMcai

Millon ofstudens, faies~ and coleg fial aid oficals opm with th Rubm
twa feldlea of41uden loan ar bes 9dlmtee by-eAiat ie heesu
cra reap the bemeIts of h st7wli fopella r banvwes.

Carididates Packae

The ataedi paq no6t ths un dAli be ued as a huhi f ouuk
fbst, an d U.e claim being put out by Dmcai mis

Usp TW1 M ~~ IW W .S..S...U S~

M Maa-
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BACKGROUND

In 1993, Congress approved a proposal by the Clinton Administration called the Federa
Direct SamdentLoan Propun (FDSLP),, which gave the U.S. Deparent of"Euao
authoity to make federal education loans directly to students. The new propan am
neihe the eligl0lt criteria nor benefits available for federa student loans. Rather, ks

* o~ftee a new delivery nu-echanism to schools pamcptn in the program.

In its first year Congress autorup the Deatetof Educat on to make as ich as
I0M of highe education loa through this pilo progrm, growing to 40% by the td
year. Schools could apply to pamt!cipate in FDSLP or remain with the raou DOW

* guannteed loan program unde which the federal govenmn-guaranteed loa we =ade
through private lenders.

While somne proponnt of the new diec loan program claimed that the FDSLP wmMl
result in considAerablesvn to taxpayers, susqun indpenen Waayse by both tho
Cogesoa fteearc Service and the Cogrsioa Budge Office (CR0) rvealdma

C) not to be the case. In fect, C80 conclude that drc edn ne h L a
subtatialymornxesv than the guaran teedW loan program Meanwhil~e, others beg.

to qus ionte goeinns ability to adiitrthis progrm especially with rqpd a

Alog wthbudetay oncrn, nnnyinConres began to doub h wsomoo

- aothe hfdeal ueurc to dnserFDSLP. As a result a tian
within the Congress emergd durin th 1995S budget dbt o cap the groth tA

direc loa progra Mlhmug this intiative met wishprdcalpot A
daaeover the doure 0(heral modent lon ro has bmc ame@ distorted whh

hykpenmal I a n ea Of utm i~d lma fer
* k & C thWomorsyalnetomuydom m eI oudr eo"

pvW lo a agpi, o"ge has uied o rug WM tod m SO* fee
loan prpn si mmgtei -2u8s doa is low geredteco fkmto f

mm"NP- bu LFde ermers edt m b"~igneoa ei mA
bm cm0 8a W 6 ( %t

* irlgw wd Pids mongmdms mmd ther bob f ft.



TOP TEN THINGS THEY AREN'T TELLING YOU
ABOUT THE CLINTON LOAN PROGRAM

I. L O DIET OA H RTSUET

That's figh, hurtt saudenu!! For a President who talks about fedeail tax credits and
federally subsidize college scholarships to help students and failiies pay for highe
education, the President's own loan program is actually moft expensive for samduws By
taking out a direct loan, students are not eligible for many of the money-saving proipua
offered by hundreds of priate lenders, -A typical student with SI 7,125 in Ioas for

ntaccan save dlose to 51,800 in financing costs through private sector repynun
program. That same student who borrows through the Direct Loan propamn reciv sno
such savings. The Clinton Direct Loan pr ogram is needlesly increasing the coo of
college for milions of students!

(INSERT CHART SHOWING SAVINGS HERE)

2. CLINTON DIRECTLAN AEM RE OS YTOTXA fl

The Clinton Admi'nistration conviced Congress to pass the Direc Loan prapa v wis
promise that it woulld save taxpayers u~ion of debt,. Today, thre yous IwK' we

rcgzethat pledg as the empty promise it was. Both the nonparisan Crojm
Research Service and the Cogesna Budget Office - cach with its own i dp
analysis noM- ccldied that direct eding offered no savings to the A merica. peo
The CBO concluded , in fixt. that abolihiog the Direc Leow prora would "I me

) gveruientS 53 ion Witth that kind of saviqgs the govenntoldwis &iS
cek to sod of the country's IS m~hin colleg stdents.

U'-

The last thm Cooga p - the repni~iyof clchgsuetlasatebdn
the go.. t it was a disaster In &Mct loa collection was so nm asgd
atorema of ndu so lax under the Fedeuufly hIreud Student Lan prop=a *A

Cosupo oihdw heogam in favor of private secor actin

u~bamw oftoday's Deartmenwt of Education? Doubdil. This PaON sp&oeg
Deputm IVO Itl~m baclileg in p r i e1lm ftone inlo bond
appU ~ awe, -a-aneyoandhardslip fodred of thousiis a

Conidr he peueceof Our eghosto the noth The0 Canaia gwiam
ach #a abymuljo at colcigstudlet loans, it reetyakdprvtem is
amiw pm~y



4. STUDENmANFUDSAwE um
Despite the steady, dole6.id drumbeat beating out Warnings that Republican awe dault
student loan Ainds, the fakct is that ther have been no such cuts. On the contuwy, tdm
to 2--bla dSoits that began uider the Bush Administrati on, student loans ane
avilabl to more Students today than in our nation's history. And whie Presiden CW=to
promised to incease Want moneys for highe educ %on it was in fact theReblan
controlled Congres that has raised Pall Grant levels to their historic high.

S. THE CLINTN LOANRO RAM IS LINC *LTrO DRIVE UP? DEFAIIMf

Another of the vacuous promises of the Direct Loa2n prog=a was its pledge to dwrimse
student default rates. By allowing students to pay off their loan as a per Cntag ofth*i
gross monthy incmes, - and, not inidnti~rrgng the loan if it is noot paid adin 25
years - the Clinon Administration reasoned that such ease-of-.payment plans woul

drmaaaiydecreasedqgaults. The nopria ogesinlRsac evc CR)
hwever, has condudled that such a ph. coul dkly incrase defalts. A CR8 repast

said that dire c lending is "largely irrelvan as a man of reducing default rane and
costs and that the program "may well increse default costs.- Moreover, wher thew
Ipivae loan, progra assumes a two pretrisk on defaulted loans, thegow
assme 100% OIO of the risk under diract lending. With £29 billon in loans, that tw"pm
diffeential is OWN adde Cost Of SX maft. per year to the Amneracm tzpysn

In as-A--- -2 sefo

Cam DiVers -me
Numin Inhia ai nd

o increse loma volume une the Direc Toan proram the
h" lsOpened the F pwo to a k* pucap of tad. (or
whoh a tc - l W w d&* ma dw

MbOfth uma Sw uhsols wAMk have sipud up
*Al Of % muoutnpeeulr rsha ian's
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7. P -l~l

Technologca advances aod industywidecoerto among private loan pa1rticiput
have le to dranMti mirvmns, ad efficienci n the delVery of private Suds to
students. The entire prw oess ingad disbuseen of souen loan Sands has been
standardie d and strImEMed, virualyei* ntn the need for paper. Not onl is
apphication infor -sman shared via computer networks, but Ands am delivered
electronicallyswell. Somdirec~t lnigschoolshowerhavereportedprobleigg
The Ohio Stae University newspaeer reported over the sumnier that students at OSU ws
well as Banl State anid Shawnee: Siate were exerenin delays because, as one huncial
aid official said, "the program doewn't work well with large mnounts of loan records,"

Competitinamn private lenders, guaranty agencies, loan holders, and serviwes, hasmade- shopping for a studen loan a buyer's market over the pant few yeams Iday
indu-stry patiat ar ofern boro wers an arra of discount propanis for on-uime
payments cuts and riebate of loaorian fees, a broad selection ofrpamn
pxorpams, and new standards of oustomler service. This coptiin which wo amemn
with or without direc leading man cheaper loans and better service to the sua
borrower.

(INSERT CHIART OF FFELP DISCOUNT PROGRAMS)

*Mr be i sow* %iew it 0 a bow pnop? &,0 ami tu....
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MYTH VS. FACT
0 NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESMiE WHIAT YOU'VE HEARD)

frfIH I

0 "Students are better off [wider the direct loan programJ ... ad the country Is ben., off
becaue we're going to howe more people going to sc/tooL " President Clinton
(Associated Press September 1]. -1995)

FACT 1: How are students "better off' by having to pay more for their collegeo education? By conscripting students into the direct lending program, the Presiew is
denying them consumer choices and forcing them to forego, the money-saving progruiu
they otherwise would have been eligible for under the gurnedloan program. A
student with Si 17,000 in federal loans could save as much as $ 1,800 through pnvas lea
repayment plans. How does raising the cost of college for millions of students trmugm
into "more people [will be] going to school?"

W, "Conges is ... cuffing almost e very import pr ogrw to help qualified mavdpgso
college. -Ric~kvd Riley. US Secreawy ofE Ucall on; Meda Genera4 Sepe000"' 1 JO

-' 1995

FACT 2: Not true. In fact this Conges inreased the size of Pell Grants to dhef
h igeleis in history. While Congress has attempted to cap the growth of &s Dknu

) Loan program at pilot leveks there have been no azts in federal student lowu;t p n
Repu~cbli aveno ntitonof lntiting theaavailability of loa foods for suadnwms ,

fRqpsbfkin budget am am] "going to cmm Afrey out of stuns'pock*ea ft u ,
cera(dymuitr e vsbebiftv f studeNts cpletgcoigv Mihel-

*d C MONEwY Of~a W&iou*, Sewnue-e 12. 195

FACT)3: What is coigout of studens' pockets am the a l-financing ow- A

Dhect LUm progru is iposing on them Students in drt lend imss, o0
Wenia av of handreds. even thuR=sans of dollar in bowingF coss ft -*

* abetough pivt lenders. If "a&tig the Iursta %onpopW111rn

am* oftadale and is am. lel to hel stdets cepee dege
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fIApblcM bigepcrsaJ "raiu~d 1 rate of interestor ewiypmo "i
bo row to sand their chil so jwot [11:11 cost 1w shui~nt hsf or Iwrsef mwfr
dimt &Wu Jom - US Senator FAurd Kewdy. CBS Swmuy Moorning. Spmbr27.
'995

FACT 4: Wrong again. The inerest rate on all federal student lam is idautWa
(currently 8.25%), whether or not that loan is through the Direc Loan progrm or the
guaranted loan program However, once borrowers enter repaysmn, the mrvage loan
Prowram .offers an arry of mtoney-saving benefts that reduce 6 terest rates and oit loa

ongnatonfees. Savings for students through the bank-based program can amount to
30ometimes tosand s of dollars, dempendinmg on how much they borrowed.

- IV1"

(The Direc Lom ipgren] "is beurfior staadent better/or 11w xho*L .ig beliw Mt
ornot. it cowts the Atwpmfs les money." -President Clinton. IllinosmaeCuw*

- . Sepmber 11. 1995

FACT 5: Don't believe it. The DirecI Loan program is more expensie for sudins
IL; prov fis Las to schools on a par with private indsty loan delivey systms, d sof

-) ~ ~ m wssas msee, net les. Aorigto the Corsioa Budge O e I m
hiigat its leislated tostlevels wil cost the American pepean addsl5.

bakn over the next sr ewnr.
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July 12, 1996
W Bob,

I think the paragraphs below represent the data you neededwhen we talked a couple Of days ago. This was the request thatcame out of the Rose, Scott, et al. meeting.
* During the first three federal fiscal years of Direct Ioan(1994, 1995, and 1996) the FDSLP is expected to lend $17.7billion to 2.1 million borrowers. The FFELP is expected to lead$56.9 billion to over 7 million borrowers.

This year, FFY 1996t we expect $15.2 billion in FFZLp loans*and $11.5 billion in rDirecc i~mns. Put another way, the FZLp isexpected to make 57 percent of the loans this year. For FPY 1996,the FFELP volume will represent about 43 percent of all fedeastudent financial aid and 32 percent of all federal, state, andinstitutional aid.

Between 1965 and 1995, the FFEL Program furnished a grand.,total of $204 billion in 7S million loans to over SO millionborrowers. The $204 billion represents about SO percent of the- $410 billion in total federal aid furnished over this 0ymtime period.

W During the Reagan-Bush years, federal financial aid grew at
an average annual'rate of 4.1 percent. During the present-Clinton administration, federal financial aid has grown at anaverage aznual rate of 13.6 percent. (There was a 24 perceft.growth betwe 1992-93 and 1993-94.)

This is it for now. If you have further questions, pleoft)dO not hesitate to ask them. You should also know that som agthe statistics re od above are estiates. If you need towh Leh cos, I have a record.-

,sapy X2
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READING THE FINE PRINT
ON DIRECT CLINTON LOANS

Republicans are being attacked on the issue of student loans. These attacks suggest tdo Uw
Republican Congress has somehow cut aid to students. The facts are otherwise, but aWd dat
about stuent loan policy sometimes difficult to raise in a campaign. To set the record straigl and
avoid being put on the defensive, candidates need to know the fine print of whtat Cllztou bas

*supported in student loans. Inaccurate attacks on Republicans need to be responded to, iml and
accurately.

The Student Loan Issue: Framing the Issue

Democrats are succeeding in framing the student loan issue so as to put all Repulican o
defensive. They say: *Republicans want to cut student loans. The issue needs to be rfiwnsd:

Repblianshave not cut the availability or benefits of student loans. In faict, during the R P _kIc
conrose 104th Congress, more students and fatmilies relied upon and received federal swutn lams

than ever before.

Millions of students and their failiies and college financial aid officials across the country qus
* with the Republicans: that federal student loans are best administered by the private usenr

where students can reap the benefits of private sector competition for boirrweu,.

Candidate's Package

The attached infor mation package sets forth the facts and should be used as a basis for oomi
misinfomation and false claims being put out by Democratic candidates

* Top Tm Mohp Ahut the

* Hbilical'cgr odn the



BACKGROUND

In 1993, Congress approved a program proposed by the Clinton Administration called the Federal
Direct Student Loan Program (FDSLP), which gave the U.S. Department of Education authority to

* undertake a program under which federal education loans were made directly to students ham the
Federal Treasury. The new program affected neither the eligibility criteria nor benefits availale
fbr federal student loam. Rather its lone innovation was a new delivery mechanism for d~usn
loams which cnrizsmore control in Washington and costs several hundred million dollar to
create computer capakilities already present in states and in the private sector.

In its first year, Congres athoie the Department of Education to make as much as 5% of studen
loams through this pilot program, growing to 500/. by the third year. Schools could apply to
participate in FDSLP or remain withi the traditional guaranteed program, under which the fedeal
government-guaranteed loans are made through private lenders under the same terms and conM dions.

While some proponents of the new direct loan program claimed that the FDSLP would result in
considerable savings to taxpayers, subsequent idpnent analyses by both the Congressional
Research Service and the Congressional Budget Office (CBO) revealed that not to be the case. In
fact, CBO concluded that direct lending under the FDSLP was substantially more eeniethan
the gurnedstudent loan program. Meanwhile, others began to question the g overnmentsablt
to administer this program especially with regard to collection.

-~ Along with budgetary concerns, many in Congress began to doubt the wisdom of creating anodwe
federal bureaucracy within the Department of Education to administer the FDSLP. As a remilt a
bipartisan effort within the Congress emerged during the 1995 budget debate to cap the growth of
the direct loan program

Despite public commnents, to the contrary by proponents of direct loans, there are no Re-ia
proposals that would inhibit students access to loans or increase the cost of studu" b

borroers. adidates should note that the House passed version of the Balanced BudgeM in
1995 incluided a reduction in the borrower int erest subsiies on student loans. Thms 1prov" -
would have inceased borrower costs during the in-school period, but were purt of w owud
package that would have balainced the budget and led to lower overall interest rain ad #M f

inchdingstudt bs had it been enacted. On balance, botroweris wouldl have . g
.~~inm m Blc alanced budge lecsati In fig& t hest nuo* cm oso ~ i

By umyingto cxWd the growth of an untested and potentially budget busting directV mill,"
Io prin, Congres has tried to strengthe and stabiize fedieral student lampr p

* mmuiqt~itegrty ad availality for fiftur generations of student boows
~iwsmi n ocidun mposig huts on the availailiy Of loans f"r higerw e~~

"MMYSw ms, imian de part of the Balanced Budget Act which thePrinv4
Pu~m~ ~siossto the contrary are not Simply untrue, they also foster unwwuiM

40 oudb ad thei feilies.
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Legislative History

Responding to mounting pressures to balance the budget, various proposals were made to reoform
entitlement spending on student loans and other areas. In Fall 1994, then Office of Managenm and
Budget Director Alice Rivlin proposed eliminating the current practice of allowing students to carry
their subsidized federal loans "interest free" while in school. An early, non-binding budgetary
resolution adopted by the Hous in 1995 contained this same recommendation. Various other,, mlore
modest proposals to reduce subsidies on student loans were considered throughout the budget
debates. Ultimately, though, the Congress agreed upon savings to balance the budget which
preserved all existing loan benefits for students. The Balanced budget plan, vetoed by the Presiden,
would have instead saved $4.95 billion from reforms in the administration of the student loan
program, mainly by requiring private sector providers of student loans to bear more financia risk
and reducing fees paid to them. Savings (S 1. 6 billion) were also achieved by curtailin the size of
the costly new direct governmen loan program. Wide access to loans for students attending eliglil
schools across the country was preserved and loan volume was slated to increase byS50 p er cnt over
the seven-year period. Tax Code provisions of the same Balanced Budget bill would have reinstatedl
a student benefit that was lost in 1986-once again making it possible to deduct a portion of the

S interest paid on student loans. Separate appropriations legislation that was later approved by
S Congress and enacted into law included the largest one-year increase in the maximumn Pet! Grant

(up $140 to $2,470), the mainstay program of financial grant assistance benefiting low-incom
students and famnilies.
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TOP TEN THINGS THEY AREN'T TELLING YOU
ABOUT THE CLINTON LOAN PROGRAM

* 1. CLINTON'S DIRECT LOANS HURT STUDENTS

That's right, hurt students!! For a President who talks about fedesdua tax credt= ad orally
susdized college scoarhps to lower the costs of highe educain the Presidents own loan

program is actuall1y mere expensive for students. Students who take out a direct loao, are no
* eligible for many of the mey-saving programs offere by hundreds of private lenders A studest

with $17,125 in loans, an save close to $1,50 in fncigcosts through private sector reps)ynot
programs. The Clinton Direct Loan program is nedesyincreasing the cost of collag for
millions of students!

2. CLINTON'S DIRkECT LOANS ARE MORE COSTLY TO
TAXPAYERS

The Clinton Adnistr aion convince Conpus to pa n Direct Loan program by p*msigtat
it would save txaers mlions of dollars. Three years latert direc lending acpeorawit
demonstrates just how fase these claims were. Both the noprtisan Cogessioal Ruuaarc

N4 Service and the Cormou Budget Office - each with its own inependti anlysis - -co :e
that direct lending offered so savp to the American people! The C8O conch-ded, mk dc o h
abolishing the Direct Loan program woul save the goveo ment 51.5 ben. With tha kind
of savings, the govr =nta could afford to write a $ 100 check to each of the cowtzy' 15 udfon
colleg students.

3. THE GOVERNMENT HAS A P~rlABLE RECORD AT LOAN
COLLECTION

The last time Congrps placed the I poiky of wcecing edt loam in ob
ME"it was a Mimi Ia ftm I=a =oobc so Mmmg d

ws bx uinder the laud I i d Saie Lo pxpm do Copomam & o~po ft M~u law 16~ lats4 ft 11111 oria"
6 r et Tradlmlnu thew povvi is mesh bomw a giftn &A ~
c ec it. Cmn we expec bw of today' Desua wolF-dato Dw d. haap

spigfor exmple the Dep1sim-0t experianced a roengbclgof duo wo am
financial aidapiain aut abet out the aviaiyof studentd ii

* housands Of fiiies, Coodder the.~ of our 1 -ghbor1 s to the &AWh TbCOP*
g"w m did sacb an abysmal jo at colocin ktaahm;% it recutl aso8 pl"

tak m vrthis IossIt ty



4. STUDENT LOANS ARE PLENTIFUL

Despite Democrats drumbeat of warnings that Republicans are slashing student loan funds, the faict
is that there have been no such cuts. On the contrary, thanks to Republican efforts that begn under
the Bush Administration, and continued under the Republican controlled 104th Congress studen
loans are available to more students today than at any other time in our nation's history. And wide
President Cunton promised to increase grant moneys for higher education, it was in fact the
Republican controlled Congress that has raised Pell Grant levels to their historic high.

5. THE CLINTON LOAN PROGRAM IS LIKELY TO DRIVE UP
DEFAULTS

* Another misleading promise of the Direct. Loan program was its pledge to decrease student default
rates. By allowing students to pay off their loans as a percentage of their gross monthly incmes -
and, not incidently, forgiving the loan if it is not paid off in 25 years - the Clinton Ad1niusration
reasoned that such ease of payments would dramatically decrease defaults. The nauia
Cogesoa Research Service (CRS) however, concluded that such a plan could likely hncrme
defaults. A CRS report said that direct lending is "largely irrelevant as a means of reducingO ddoult
rates and costs and that the program "may well increase default costs." Moreover, where the private
sector administered loan program requires holders to assume r. risk in defaulted loan and aMW
meet government collections standards to receive any reimbursement. The gvernment um us
100'!. of the risk under direct lending regardless of the quarterly of collection operations. Wth SSS
billion of loans made to date, even the two percent differential adds significant cosIts per ym to
the American taxpayers.

6. THE CLINTON LOAN PROGRAM IS A HAVEN FOR TRADE
SCHOOLS

In a shameles Ambi to increase loan volume une the Direct Loan prop th
Deprtmnt miopened the proa to a bigh -e~n of trade (orpopity)s

* tadiios~yhave gerdefault rate thnrgoalyace=e college and sNdw
mere than0 sm Oacowicbha vesiupfor the tird YW omor clduaM
pupr- ls Wcd such-- as Biorn's Hai sn Aadem, Suncoast School of 1me~a m
of Healing Arts; Massage & Facial Skin Care; Divers Academy of the Eastern SeAh 1 inbdo.
Weldig School; and Northwest Nannies Institute and Oklahoma Hlorseshoeins SchooL Th.W

* cncetraionof tade schools in the program is in direct conflict with CongraWs =duw to W
the mix of schools balaned.



7. PRIVATE FUNDS ARE DELIVERED AS EFFICIENTLY AS
DIRECT LOAN FUNDS

Technological advances and industry-wide cooperation among private loan parcpas, have led to
dramatic improvements and efficiencies in the delivery of private funds to sauduts. The atr
processing and disbursement of student loan fiunds has been standardized and steaiudvkad
eliminating the need for paperwork. Not only is application information sared viacour
networks, but funds are also delivered electronically. Some direct lending schools howeve, have
reported problems. The Ohio State University newspaper reported over the sunnuer that students
at OSU, Ball State and Shawnee State, all institutions participating in direct lendin wee
experiencing delays because, as one financial aid official said, "the program doesn't work well with
large amounts of loan records."

8. COMPETITION WITHIN THE LOAN INDUSTRY WELL
CONTINUE TO BENEFIT STUDENTS

Competition among private lenders, guaranty agencies, loan holders and srceshas made
shopping for a student loan a buyers market over the past few years. Many industy patiiav
with the ability and desire to review responsible borrower behavior, are offrn borrowers an affy
of discount programs for on-time paynmts, cuts and rebates of loan origination hes a vaiuty of
repayment programs, and higher standards of customer service. This coptiin wihWE
continue with or without direct lending, means cheaper student loans and batrservic to the

1N student borrower.

9. THE CLINTON LOAN PROGRAM HAS GROWN MOSTLY
THROUGH INDUCEMENTS

The Direct Loan programn has not grown to more than 3 7% of loan volum in the p@aK dm W
because schools view it as a better progrm But rathe becaus the C~lmain
-cact Pay07 sh Sei at cpt Im the pr? In the first two
sed each udant borrower receivig a Io= tkoug h dir&ect ledigft q~

Eduatonhas paid out the sols SIO per lou to id the to
cm at thw Amdthe psya)h hlyfe h 9.7~d
lelthe plying field between the two pr ams.e One has to wonder hAw .0

forced to increase tuition to pay for their ees v F MInvsmn in dietland" or udrc
abence of the Education Departments bribes direct loan' instiutions will r



10. CLINTON LOANS ARE CREATING A MASSIVE NEWFEEA
BUREAUCRACY

The Clinton Direct Loan program is met cheaper for students and is more epsvefor
tazpayers It alse adds to the gommrumet's oveal beruwing burden, Wauses 0a""ae
risk and Elmey Incrae default rates. Yet despie ma of these comimp the Hmto

Dsplzntis v minkiahugs nw feodeal Iureacrac to amng this bugodgprogrm The
Depaunuthas alread added 200 now epoesto its rank and is conu Witta' to spaniag over

3S00 milion on loan servicing for loas already made, a n~e that increas dAi--sadec
yaw the proprn is a place And aain, this bureaucratic behemoth offers s discrnibe eafl
to either students or the American public.
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MYTH VS. FACT
NO CUTS TO FEDERAL STUDENT LOAN PROGRAMS

(DESPITE WHAT YOU'VE HEARD)

"OSdm re better off (wadr 11w drect loaniprogram/ ...wand the coinewy is better off becaw wv"r
going to ha~ve more people going to school" President Clinton (Associated Press, September 11.
199$)

FACT 1: How are students *better off" by having to pay more for their college edctoBY
conscripting students into the direct lending program the President is denying them cnue
choices and forcing them to forego the money-saving programs they otherwise would have been
eligible for under the guaranteed loan program. A student with $ 17,000 in federal loans could save
as much as $1, 800 through private loan repayment plans. How does raising the cost of college for
millions of students translate into "more people (will be] going to school?"

MMlxr2

"Congress is ... cutting almost every important program to help qsmahfied students go to coleg.
Richard Riley, U.S Secretary of Education, Media General. September 10. 1995

FACT 2: Not true. In fact, this Congress increased the size of Pell Grants to their highes levels in
hwsory. While Congress has attempted to cap the growth of the Direct Loan program at pilot lees
student loans would have remained available to all students in the lower cost gua Ane lam
progam. There have been no cuts in feeral student loan programs. Rpbiashave snteto
nor taken any action to limiting the availability of loan funds for students and their fanilims.

~~~%~* 0R0sli~ we]g an VJ oft~ to eme lwgel out of Amu'm Iok t M I
rde the pvbabllI oifawdus co eigcollege. w dmI &"% U

~ ~ Sqtemu4e 12. 1995.
FACT 3: What is coming out of students' pockets are the extra financin costs which the Dkrm
Loan program is impoin on them Students in direct lending miss out on potewlel iE of

* ~ ~ ~a hudes ee hunds of dollars in borrowing costs that are available t~om v i.d
as repyuMNt incentive. if anything, the gua rate loan porm akscollege am ab-
and is mere lkhely to hep students cplet. college.
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MNMI A

(Rpjubic. bi~etc ~u "rM e di e of interest for ewty pant( "#yi to bevw so jord
their child to school (Jjtl cost the student himselfor herself more for that student low"~ US

0 Senator Edwd Kennedy. CBS Sunday Morning, September 2 7. 1995

FACT 4: Wrong again. The interest rate on federal student loan is identical (cr 8nl .25%j
whether or not that loan is through the Direc Loan progam or the guarntwed lout progran.
However, once borrowers enter repaymnent, the private loan program offers an array of omey.

* saving benefits that reduce interest rate and credit loan orgnaiNe. Savings for Ostudet
tugh the bukRue program can amount to smtesthousands of dollars,4AP4 dee n now
much whey borrowed.

MTe Direct Lown prosranJ "is better for students better for the xiwo&s. aww beLiew it or ow it
costs the tmWpa~rs less money."- Preskknt Clit Illinois Stae University. Setebe A1 1995

FACTr 5: Dont believ it. The Direc LA=t program is more exenivefr students, pvides hods
to schools on a par with private indutry loan delivery systems, and costs tofzipey - -Umy00,

maes Accor1-g-to the Cogrssoal Budge Office, direct lending at its eiltwapt evels
will cost the American people an additonal SI .5 billion over the next seven Yars.

M= 6I

WeSdar M W hwtuffatWe" of the Threc Loanpogrm is tAww u w owp ka~yw
lowiseapwcrn of qdM h~ qca uof jobyem how * e you kvw college. h C

Ilaimds SWe LA~waty. Setme 1.19

D FACT & f taw is the *ggst iqaWan_ faue tsilflssoto h w d~

-)~ ~ - p cO atth gross .onli mane bst hiNrmis9 hew MA
aimd dotht p r i sop shti be dwu thay do i n .st L48m
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THE FEDERAL STUDENT LOAN PROGRAM
00 HISTORY

0 Today, student loans represent the largest and most important source of student finanial aid in
America. Without question, the student loan program has opene the doors ofedatn]
oppor tunity to millions of Americans who could not otherwise have pursued it. The pAbic -ia
partnership has kept pace with surging demand, delivering more that $200 billion in studen 1amsince the program's inception. The Gruaranteed Student Loan Program (GSLP),, now cafld the

0Federal Family Education Loan Program (FFELP), was created in 1965 in carjunction wish the
Higher EuaonAct of the saun year.

The GSLP was originally deigned to assist middle-income famrilies caught in a cash-flowpnc
occasioned by college costs. While recognizing the importance of investing in human cepita

9through education, federal policy makers opted for a public-private partnership -~ rather tha a
0 centrally administered and financed government program - to deliver student loans.

As the program evolved, private sector lenders, Sallie Mae and a number of non-profit 0odmarkets provided the capial' for the GSLP; principally state agency guarantors anid a few nmpa
baced and processed loa gua -raes schools helped students gain access to the loon pr~ ad& the federal governmenst reinsured gturnors, susdie interest rates and exercised Igdivand

N reglatoiy authooity over the program.

The program has grown exponentially in volume and scope over the years. In 1972, for waq
Congress extended finaknciasl aid to students attending propnetary for-profit trade and adWW4) schools, opening a vast new use fbr student loans. As the program grew, the ederal so uwooftabanonedits failed attempt to manage the program directly in state that lackd a -pi ur- The

S Federally Insured Student Loan program (FISL) was scrapped in favor of a d e c svnan mato r
of guasrator. 

or In 1978, the GSLP was epanided to includ every studn by removing a needs sm * I
~ e~iy. Then, in the face of surgig demand aid programn costs, Congress in 1981 u~md

and tes and created two les costly, w sbs 6 loan Programs, one for biI (SLS), md ow for parent ofd u adt stuns (PLUS). The I9M a~~
'Nducatio Ac tl mmp q*W accis to middle incom balks thmat n

* pr~~A N is awile1 to my OMAN repda 0 Of urn. e rve
bWftimw ovwra f trade wheo* wwaim * I ahd h 0"77hedin WK *=22Apuerusoto 116 m

O=Awbu budge" eilto in 1993 added increased risk and reduced fees theV u
do dplat a ~r. tvhch aote mwip from tsechanges, (34.3 bilon) were poe

th k f adetspay and cpigborrower *iteresP t rae at lower leIs

Edcton Act due to be remitot a gapin in 1997, fiuther rMrUcM in tm
lpvm is en~ae oasr vn rae co~hiyad cost fclua

w~l rabi wide ncess to loa Lands for Americas students.
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0

08/11/96
or

08/12/96

Larry Hough, Sallie Mae CEO, mentions to
Haley Barbour, RNC Chairman, that Sallie Mae
staff was preparing information regarding stu-
dent loans. Mr. Hough believed these materials
presented a neutral side-by-side comparison.

08/12/96- Mr. Hough asks Ms. DiNapoli to send stu-
08/23/96 dent loan materials to RNC.

08/23/96

0 9/15/96 -

09/17/96

09/17/96

Ms. DiNapoli mails a copy of Loan Document to
Haley Barbour.

On September 15, 1996, Ms. DiNapoli pre-
pares draft of a letter to Scott Reed (Dole's
Campaign Manager) which refers to "Candidate's
Package" -- Ms. DiNapoli faxed the draft to
Nell Payne at Verner, Liipfert on September 16,
and received comments from Ms. Payne on Septem-
ber 17, but the letter was never finalized or
sent out.

In the morning, Peter Sirh, a member of Con-
gressman Davis' staff asks Scott Miller for the
"Myth vs. Facts" paper. Scott Miller faxes to
Mr. Sirh at 12:22 p.m., the Loan Document which
includes a section entitled "Myth vs. Facts.0

At 1:48 p.m., the Loan Document was mistakmnly
faxed to Congressman Clay's office alcog with a
one page sheet regarding revenues genoratod by
privatization that Congressman Clay had re-
quested earlier that day.



LIST OF SALLIZ MAN EMPLOYEES
INVOLVED IN TIN PREPARATION AND

DISTRIBUTION OF THE LOAN DOCUMENT

Rose DiNapoli, Assistant Vice President, Government
Relations, assigned Josh Dare the task of prpparing a
draft of the Loan Document. Ms. DiNapoli participated in
various meetings which led to the preparation of the Loan
Document. Ms. DiNapoli edited the draft Loan Document
and delivered it to Kathy Walsh, an aide to Congressman
Tom Davis. We do not know the exact date on which the
Loan Document was delivered to Ms. Walsh but believe that
it was between July 31, 1996 and August 7, 1996. Ms.
DiNapoli also mailed a copy of the Loan Document to Haley
Barbour, Chairman of the Republican National Committee on
August 23, 1996.

Scott Miller, Director of Government Relations, on
September 17, 1996, faxed a copy of the Loan Document to
Peter Sirh, an aide to Congressman Tom Davis in response
to Mr. Sirh's request for the "Myths and Facts" presenta-
tion (a section in the Loan Document). Mr. Miller also
participated in meetings which led to the preparation of
the Loan Document, and received a copy of Mr. Dare's
initial draft of the Loan Document for review and com-
ment.

Kristin Clark Taylor, Vice President of External
Affairs, participated in a meeting with Ms. DiNapoli and
Mr. Dare prior to preparation of the Loan Document and
was given a copy of Mr. Dare's initial draft for review
and comment.

Gisela Vallandighaa, Assistant Vice Presiden
rate Cowuwunications, reviewed and commuented on ~
initial draft of the Loan Document and participated tta
meeting held on May 16 with Ms. DiNapoli, Mr. Dare,, and
others which preceded the preparation of the Loan Docu-
ment.

Ross Kleinman, Director of Corporate Comunicaig
reviewed and commented on Mr. Dare's initial draft o4
Loan Document and participated in a meeting held an
16 with Ms. DiNapoli, Mr. Dare and others whichp
the preparation of the Loan Document.



Josh Dare, Corporate Communications Director, draft-
ed the original version of the Loan Document. Mr. Dare
also participated in a number of meetings with Rose
DiNapoli, Assistant Vice President, Government Relations,
and others which led to the preparation of the Loan
Document.

Robert Jackson, Vice President, Product Development,
participated in meetings which led to the preparation of
the Loan Document. He also received a copy of Mr. Dare's
initial draft for review and comment.

John Reeves, Director, Education Marketing Develop-
ment, participated in one meeting which led to the prepa-
ration of the Loan Document. He also received a copy of
Mr. Dare's initial draft of the Loan Document from Mr.
Jackson for review and comment.

Jerry Davis, Director, Education and Student Lending
Research, received a copy of Mr. Dare's initial draft of
the Loan Document from Mr. Jackson for review and comment
and provided factual data to Mr. Jackson concerning the
private sector financing and direct lending programs.



CHRONOLOGY
REGARDING PREPARATION AND

DISTRIBUTION 0F THE LOAN DOCUNENT

DATE

05/10/96

05/16/ 96

06/07/96

Congressman McKeon's presentation to Sallie Mae
employees.

Meeting attended by Rose DiNapoli, Scott Miller
(Government Relations), Gisela Vallandigham,
Ross Kleinman, Josh Dare, (Corporate Communica-
tions), and Bob Jackson (Marketing). Purpose
of meeting was to discuss ways to counter con-
sumer perception that Republicans have cut
funds for student loans as a follow-up to com-
ments made by Congressman McKeon on May 10,
1996.

Josh Dare prepares two page memo "No Cuts to
Federal Student Loan Programs Despite What
You've Heard."

7/09/96 Short meeting attended by Kristin
Taylor (Corporate Communications), Rose
DiNapoli, and Scott Miller (Government Rela-
tions) to discuss need to disseminate informa-
tion on student loans.

07/10/96

07/12/96

07/31/96 -
09/07/96

Meeting attended by Rose DiNapoli, Scott Miller
(Government Relations), Bob Jackson and John
Reeves (Marketing) and Josh Dare (Corporat*
Communications) to discuss development ofa
point -counterpoint regarding the direct
program versus private sector federally
Bored loans.

Josh Dare sends draft of Loan Document to Roem
DiNapoli, Kristin Taylor and Bob Jackson. TI
is the first time the term "Candidateos Pak',,", ""
age" appears in writing on a circulated do~
ment.

Rose DiNapoli edits Josh Dare's draft and ~
delivers final product by hand to Congrmi
Davis' Administrative Assistant, Kathy

* ~ -
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INTEROFFICE MEMORANDUM DATE: November 13, 199G

TO. Distribution

FROXM Timothy G. Greene
Executive Vice Pre n e

SUBJECT. Ethics Guidel* es for ng d Political Activity

The attached Ethics Guidelines have been developed to assist you in understanding the
applicable lawvs governing political activity such as making political contribution and ldring
lobbying, and providing gifts and entertaining public officials. To comply with these laws, Sail

- Mae employees must follow these Guidelines which cover Political Activity, Lobbying Activity
and Gifts and Entertainment of Public Officials.

Training programs will be provided to supplement the Guidelines as parn of the
Company's ongoing ethics training. In addition, the Employee Standards of Conduct will be
amended to incorporate the basic features of these Guidelines.

Please read the Guidelines carefully and sign and return the attached A isalk-- to the
Human Resources Department at your location. If you need additional gudneor ~i~
please feel free to call me, Bill Ginivan or Rob Lavet of the Corporae Law Dhivdg Nu Mplease provide copies of this meorad to any of your staff who may eqqe ino
political activities. Following the anticipated reorganization next year, them O-idh. i5*
revised, as needed, to reflect the new structure.

Distribution-

Govrnnmt Relations Personnel
Corporate Commnunications Personnel 

.



ATTESTATION

I have received and read copies of the attached Guidelines covering Lobbying
Acti%-it%, Poitical Activity, and Gifts and Entertainment of Public Officials.

(Printed Full Name)

(Date)

(Signature)

(Ex~tension) (Location)

<A



ETHICS GUIDELINES FOR POLITICAL ACTIVIT

Employees of Sallie Mae may be solicited for political contributiop
to candidates for federal office. The following are guidelines for making federa
contributions as well as engaging in federal political fundraising activities by Sallie
Mae and its employees. Guidelines for such activities involving candidates for gtate
or local office are also briefly discussed.

I. Making Federal Contributions

A. By Sallie Mae

Corporations such as Sallie Mae may not make contributions to
federal candidates, political parties or PACs. This includes using any, Sallie Mae
funds. assets, facilities, or personnel to benefit such federal candidate, political party
or PAC.

B. By Sallie Mae Employees

Federal contribution limitations for individuals making contributions
are $ 1.000 per candidate, per election (primary and general are separate elections),
S20.000 per national party committee, per calendar year, $5,000 per PAC, per calen-

K dar N'ear, and $25,000 in the aggregate for all federal candidates, committees and
elections in a "calendar year." A Sallie Mae employee and his or her spouse haw
separate individual limits.

JI Please note that the S25.000 aggregate "calendar year" limit WS
9'caused some confusion for large contributors because of the way the limit is qI*si
I) For example, if an individual makes a contribution in 1997 to a candidateA ihs

running for election in 1998, the contribution is applied against that c-osuribs
1998 aggregate S25,000 calendar year limit, not the 1997 limit. You iA,1
eiery effort to ensure that your individual federal contributions stay wilgjs
its.

11. Federal Soliciting and Fundraising Activities of Sallie Mae amp-ym

Generally, federal law permits an individual to engage is
fundraising activity on behalf of a campaign. However, if a Sallie Mae
provides services to a campaign or uses corporate facilities, c4., office
postage. phones, fax machines, or photocopiers, in connection with a
the value of those services or uses may be consideredipensbe
from the corporation to the campaign. Therefore, each employeemu
her fundraising activities as described below. Note that the following
cover fundraising activities and events directed to certain Sallie Mae
tcrna) or the general public (external) held on or off Sallie Mae-

777



tion. Section B.6 addresses the special contribution exception that applies when an
employee conducts a fundraiser at his or her home.

A. Internal Fundraising Activity - Solicitations Limited Exclusively To
Sallie Mae Officers

Corporations are generally prohibited by federal law from making
contributions or expenditures in connection with a federal election including the use
of corporate resources, facilities, or personnel to raise funds for a candidate. Federal
law, however, permits a corporation to use its facilities and employee services to
communicate to its executives on any subject, including expressly advocating the
election or defeat of a candidate and solicitations. Therefore. an employee may
engage in so-called "internal fundraising activity" where only Sallie Mae officers are
solicited. There is also an express exception for expenses borne by a corporation for
corporate-sponsored events at which a candidate appears such as a breakfast.
luncheon, or cocktail reception for a candidate to which only officers are invited.

This internal fundraising. if conducted in accordance with the follow-
ing procedures, will be considered a fundraising activity on behalf of Sallie Mae, but
will not be deemed an in-kind contribution by Sallie Mae. An officer may also use
his or her secretary and corporate facilities in connection with such fundraising
activitv'. The following limitations. however. apply:

I. A solicitation, including an invitation to a fundraising event
mav be oral or in writing. The solicitation should be prepared by the corporate
officer. The executive may not merely pass along candidate provided materials
unaccompanied by a solicitation prepared by an officer.

conriutin.2. A solicitation may recommend a suggested amount for the

3. A solicitation must inform the solicitee that wowa-bsowm
not tax deductible and that all contributions must be voluntary.

4. An officer may not engage in so-called "bundling" oboemt
executive accepts a contribution and forwards it to a candidate. Indeed, an offime
must not physically handle any contribution check, but rather, should prvidato AP
contributor, if he or she wishes to make a contribution, with the address of t
campaign and advise him or her to send the check directly to the cmag.

2



5. An officer may not facilitate the making of a contribution by'
providing postage or envelopes for any contribution. The officer should not eve
distribute candidate provided envelopes. An officer, however, may provide the con.
tributoi .. ith the address of the campaign and a campaign providcd contributor card
seeking contributor information. Moreover, if there is a candidate appearance, the
candidate or his or her representative may distribute envelopes and collect
contributions during that appearance.

6. If an internal fundraising event is held, invitees may only in-
clude Sallie Mae officers, and. on a limited basis. certain other individuals. Other
individuals who may be present at such an event include non-officer employees of
Sallie Mae who are necessary to administer the fundraising event, limited invited
guests and observers, and representatives of the news media.

7. To avoid the administrative necessity of filing certain reports
with the Federal Election Commission, Sallie Mae should not incur costs directly
attributable to a communication (such as postage, phone. fax, and delivery charles)
directed to Sallie Mae officers expressly advocating the election or defeat of a cleary

) identified candidate, if such costs exceed S2.000 for all elections in an election cycle.

8. All internal fundraising events must be approved by the
General Counsel's Office.

9. If a solicitation involves soliciting both internally and
externially (a dual event), the internal portion of the solicitation shall be uremsd mud.'
this section lI.A. and the external portion of the solicitation shall be trmed vm6w
rules set forth in section II.B below. Further, prior approval of the Goeneal Civag
Office in consultation with outside counsel should be obtained for a dual evcft

-' B. External Fundraising Activity - Soliciting Persons 0d th K'
N Sallie Mae Officers

In the case of so-called "external fundraising activity,* j.L.
persons other than Sallie Mae officers, the limitations listed in Section HA
(except A.6 and 7 which do not apply) must be followed. In addition, a Softi bft
employee must adhere to the following:

A, 4 l



I. An employee's fundraising activities for personal contributions
must be completely voluntary.

2. As a general rule, an employ'ee must engage in fwiraiin
activities by himself or herself and not ask other employees, including sCetariese to
work on the fundraiser especially if those other employees are subordinates. An
employee, however, may direct other Sallie Mae employees to work on external

* ~fundraising activity if Saili~ Mm~ i5 Vaid fQr tIb market xabic of an CU&Ma fmili:
tics anW empigyc senice Ibal =r Usd in connction Milb Su~b fiindaiiagad
nament is made in advance gf using ft~ facifiie- ar pcrfbrma=c gf Sazdca bY
Coarate prsonnel. The advance payment must be made by:

* (1) the campaign benefiting from the fundraiser;
(2) a PAC. or
(3) the employee organizing the fundraiser.

The market value of Sallie Mae employee services for such advanc paymntw
* purposes shall be calculated as follows: $ 16 per hour for ministerial service (g.

CO secretarial services) and $30 per hour for non-ministerial services (., udasn
services). Please note that if a PAC or the employee makes the advance paymn, th
payment is considered a contribution from the payor and attributed to tha psyor's
contribution limit, LL $ 1,000 per election. per candidate for an individiul and
S3.000 per election, per candidate for a PAC. Also, an employee may ane = oubsid
consultant, paid for by the employee, to assist him or her in working on te fiun-

-) ~~raiser. The amount paid to the consultant counts toward the employees idv~n
contribution limit to that candidate since it is an in-kind contribution. An m~s
msust notify the General Counsel's Office in advance of all external f.al,

tr ~~~ity so that use of corporate facilities and employee services may be pouyib
in advance.

3. An employee. except an employee who e
aciiit uput of his or her job such as an executive in the

SONWIN, ay uIe corporate facilities in Carrying *a volasrW
A~ *~iq mm *wkin hours but such actvit mui belnidw

Sor for hours a month. and then the employee musm pay SallieIa
do"s for any out-of-pocket expenses incurred in carrying out such d
lsng &Mtuace telephone, postage and photocopy expense). An

* mseiU~~~ the General Counsl's Office as soon as these expensesm mi
any we of corporate facilities is paid for properly. Such payms

4
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employee's personal contribution limits because they are considered in-kind contri-
butions. An employee who is in the Government Relations Department must abide
by the advance payment requirement for use of corporate facilities or personnel as
outlined above in section HIB.2.

4. If an employee, such as a higher level executive, has discretion
over his or her time, that employee's services to Sallie Mae may not diminish in any

* way due to his or her fundraising activities.

5. If an employee does not have discretion over his or her time.
he or she may engage in fundraising activities only during non-working hours, such
as lunch. weekends, and in the evening.

6. An employee may conduct a fundraising event in his or her
residence without making a contribution to the campaign. An employee may host a
fundraiser in his or her residence each election cycle and may pay for invitations
food and beverages related to such fundraiser up to S1 ,000 if the employee is single
and S2.000 if the employee is married (LxL, S1.000 per spouse). These payments do

CD not count toward the employee's or spouse's individual per election contribution limit
as described in Section I.B. However, if these payments exceed the S 1,000 per
spouse, per election exemption for fundraisers held at an employee's reien ce, any
payments over that amount are counted toward the employee's and his or har spouses
individual contribution limits for that election. That excessive amount mwn As be

y reported by the candidate on whose behalf the fundraiser is held as a receip of a
contribution. An employee must also comply with the following when holding a
fundraiser at his or her residence:

r a. An employee should engage in such IunAiam*Y
ities by himself or herself and not as* otlw Ips
including secretaries to work on the 1*w
cially if those othreplye we

* ever, the eployee iusK AWbyth

aoein section 13.B.

b. An employee, except an employee who e j
* political activities as pert of his or har job s"~

officer in the Government Relations, Demok s

5



use corporate facilities in carrying out such voluntary
fundraising activities during normal working hours but
such activity must be limited to one hour & week or
four hours a month and then the employee mugt pay
Sallie Mae within 30 days for any out-of-pociwi ex.
penses incurred in connection with using those facili-
ties (L. long distance telephone, postage and phoWo
copy expenses). Employees who engage in volunteer
activity more than one hour per week and four hours
per month and employees in the Government Relations
Department must abide by the advance payment
requirement for use of facilities described above in
section II.B.2.

C. An employee may send out candidate prepared mate-
rial or a candidate prepared invitation to the -f- -" * -.
Candidate prepared materials must contain the legaly

required language that contributions are not tax div-
ductible for charitable or other purposes.

d. Contributors must send their contribution checks
directly to the candidate, or if they prefer, they may
give their contribution checks directly to the cmide
or his or her campaign committee at the Slm-fa&ssr An
executive must not collect any contribution check
before or after the fundraiser or provid po~ 4
envelopes in which to send the c riblog

Ill. Other Services Benefiting Federal Candidates

In addition to providing fdrWsn services if sv
SakI - .. ~~s or Sallie Mae facilitis we used to kernefia

cotpoeat contibution from Sallie Mae. Thus, before a Sallie Maeemiy
protidswV such services or uss cowprase faciiies to benfit a cadiwA--
ar, he or she mW obtain pre-clearanc front the General CounselsOt m



a

IV. State and Local Contributions and Fundraising

Each state has its owvn laws regulating contributions made by
individuals and by corporations, such as Sallie Mae. Thus, when making indvidua
political contributions at the state or local level, Sallie Mae employees should
become familiar with the applicable state or local contribution limits and strictly
apply with those limits.

If a Sallie Mae employee intends to provide services or use Sallie Mae
Facilities to benefit a state or local candidate, he or she must first obtain pre.
approval from the General Counsel's Office so that the General Counsel's
Office may determine that such in-kind corporate contribution is not
prohibited under the applicable state or local laws.

V. No Reimbursement

Under no circumstance may Sallie Mae reimburse orcopnaen
employee for any political contribution to a federal. state, or local candidate or
committee.

ETHICS GUIDELINES FOR GIFTS AND ENTERTAINMENT OF PU3UC
OFFICIALS

I. Gifts and Entertainent of Federal Officials

The Executive Branch of the federal governmnent, the U.S.Sm.
the House of Representatives each have a separate gift rule r estrictn b<-
meals. entertainment, tasoaion and lodging. that may be prvie
and employees. Thus. to comply w*ith these rules, a Sallie Mae enly
obtain pre-approval from the General Counels Office before
federal official or employee.

11. Gift and Enam of Swae or Loawl Offch

Each state and c e Wo local jwisd-iom hav tei am"'
law restricting gifts to its officials and employees. Before providling a 8
state or local official, a Sallie Mae employee ms obtain pepv
General Counsel's Office before providing any gift to a swae or loca

7
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ETHICS GUIDELINES FOR LOBBYING ACTIVITY

I. Lobbying the Federal Government

Under the Lobbying Disclosure Act of 1995, Which went into effect
on January 1, 1996, a company such as Sallie Mae may have to register aW.ndrot
the lobbying activities of its employees. Such activity includes (1) communicating
with any member or employee of the U.S. Senate or the House of Rrentives for
the purpose of influencing legislation; (2) communicating with certain Executive
Branch officials for the purpose of influencing any Executive Branch action; or (3)
engaging in research or other activities to support or prepare for such commu.
nication.

So that Sallie Mae may properly register and report under this
lobbying law, a Sallie Mae employee must notify the General Counsel's Office
before engaging in any of the lobbying activities listed above.

11. Lobbying at State and Local Governments

Each state and certain local governments have their own separat
lobbying registration and reporting laws. Depending on the jurisdiction the
applicable lobbying law may require Sallie Mae or its employee to regiss. mdrst
as a lobbyist if a Sallie Mae employee communicates with a (1) legisltve uM=e
or employee, or (2) an executive branch official for the purpose of innlecm
legislation. formal rulemaking by an executive agency, or any other officia d0CWsh
by such agency, including decisions to enter into financial arangmemso

So that Sallie Mae may comply with these laws, Sallie k*0
employees must notify the General Counsel's Office before makingany conu
nication described in this Section 11.



BEFORE THE FEDERAL ELECTION COMMISSION e

In the Matter of ) lz iL 3 3.t

CASE CLOSURES UNDER
ENFORCEMENT PRIORIIY

GENERAL COUNSEL'S REPORT S&E 1I~
1. INTRODUCTION.

The cases listed below have been identified as eithe stale or of low

priority based upon evaluation under the Enforcement Priority System

(EPS). This report is submitted to recommend that the Cmmission no

longer pursue these cases.

II. CASES RECOMMENDED FOR CLOSURE

A. Cases Not Warranting Further Action'Relative to 011wr Case
Pending Before the Comisson

EPS was created to identify pending cases which, due to the 4mIbd.mf

pendncyin inactive status or the low priority of the inm

mser relative to othus pentypdigbefore thdwm

warrant further expenditure of reore.Central E nfreent Dad C5D-

evaluates each incoming matter using Commission-approved 1,istiia 7I ,

results in a numerical rating of each case

Closing case

Commtission to focus its limited resources on more imports,



pending before it. Based upon this review, we have identified 14 cases that do

not warrant further action relative to other pending matters.' The attachmen to

this report contains a factual summnary of each case, the EPS rating, and the

factors leading to assignment of a low priority and recommnendation not to

further pursue the matter.

B. Stale Cases

Effective efrment relies upon the timely pursuit of complaints and

referr al to ensure compliance with the law. Investigations cocrigactivity more

remote in time usually require a greater commitment of reources, primarily due to

the fact that the evidence of such activity becomes more difficult to develop as it

ages. Focusing investigative efforts on more recent and more significant activity

also has a more positive effect on the electoral process and the regulated

community. In recognition of this fact, EPS provides us with the means to identify

those cases whichread

naigned for a significant period due to a lack of staff resources for effectW*

lvigatio. 'T1e utility of commencinxg an investigation declines u*Mgg

SIRUzdl &rema poi~twhaactval of a cmswouldnot bo

of the Cmmsso' resources.

I JMM am Puv.MUR 360 (Frst Natwnua Dank of Wuta% IL); Pre-MUR 361 (T~e b
WAt 4663 (Radrnuez for Cmuivce); MUR 46W6 (Major Lawn Benav~uue) MUR 46W

W~meau Cunit* MUR 4705 (For forC ms); MUR 4706 (Cal Linimr) MUR 43
MUR C714 Awy~ lam Gawa fir C=Sgreu); MAJR 4717 ( iutter fir Caingein) MIS

(Dw H. Fber), MUR 4734 (Ftinkbewfor Cmreu); mi MUR 47V(a



We have adnife cam that have remained on the Central

Efrcemnt Docket for a sufficient period -of time to render them stale. We

recmmndthat these case be dosed. 3

We rew mn tte Crmniao exercis uts 00sc~m

and direct clom of the am Dowd below el mwJuzwS

ama of ds dam wB runt and th ts Review Tom~h

lime to prepare dostinltters and caefiles for the Public repc ord

C~ Ad) LAD 97L(2pdqyAvCnyft LAD9L5 Ad 11A

ORO-3 (FdA Finiy& AFwh PAX d IM-1 49 0I%' 4A44



IIL REQOMaRM-AIONQ

A. Declin to open a MUR, close the fie effective June 3,1998, and

approve the aprrit letters in the following matters

RAD 97L-02
RAD 97L-03
RAD 97NF-03

RAD 97NF-08
RAD 97NF-16
RAD 97NF418

RAD 97NF-19
Pre-MUR 360
Pre-MUR 361

B. Take no action, close the file effective June 3,1998, and approve the

appropriate letters in the following matters:

MUR 4539
MLJR 4543
MUR 4625
MUR 4640
MUR 4663

MUR 4698
hM 4699
MUR 4705
MUR 4706
MUR 4712
MUR 4714
MUR 4717

MUR 4718
MUR 4723
MUR 4724
MUR 4727

I rw/ AO
GAMWOC90)"

jr/.=1 9<?P--;r -r-
bite



331013R TEE FEDERAL ELECTION COMMISSION

In the Matter of

Case Closures Under
nf orcinent Priority

Agenda Document No. X98-3l

1I, Marjorie W. Zsons, recording secretary for the

Federal Zlection Commission executive session on June 9,

1998, do hereby certify that the Commission took the

following actions with respect to Agenda Dcit

No. X98-31:

1. Decided IM a vMo of 5-0 to

A. Decline to open a NO, close the
file effective June 15, 1998, and
approve the appropriate lettera
in the following matters:

I . 2W 97LrP'02
2. SM MTh03
3. R&D 9731-03
4. lAD 97X7-OS
S. RAD 97N17-16

9. Pre-IWI 362.

(eNtMAIN&A

* 4,

-4.,..



Federal Election Commission
Certif ication: Agenda Docuxmt

No. X96-31
June 9, 1998

B. Take no action, close the file
effective June 15, 1998 and
approve the appropriate letters
in the following matters:

NUR
KUR
MU'
KUR
MU'
MUR
MUR
MU'

4539
4543
4625
4640
4663
4698
4699
4705

9.
10.
11.
12.
13.
14.
15.
16.

KUR
KUR
KUR
XUR
KUR
KUR
KU'
KU'

4706
4712
4714
4717
4718
4723
4724
4727

Comissioners Aikens, Elliott, McDonald,
McGarry, anid Thomas voted af firmatively
f or the decision.

Attest:

oat* sl rj o th. Cla" t

Page 2
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 2*3

June 16, 1993

Mark D. Sickles, Chairman
Fairfax County Democratic Committee
7245 Arlington Boulevard
Falls Church, VA 22042

RE: MUR 4539

Dear Mr. Sickles:

On October 24, 1996, the Federal Election Commission received yourcopan
alleging certain violations of the Federal Election Campaign Act of 1971, a am dd ("t
Act").

After cosdrn h icnacsOf this matter, the Comiuomrried it
proseiora ction to takenoawtion the matter. This cane was vahud -p~tly

rdEltve to odher manr on th69 nmuo' docket In light of t inxmtm em aid
the relative sinficauwe of te cue, wi the amout of time Unnt need , t edwe

~uuumdto coeit file in this =tir on ime 1S91991. This meow wIN b pleats
A2- record It.3

TheActallws coplau~ o sek udicial review offthec a ~ l.

fti acum. 2 U.SC 437(@u(XXS

F. A"".

C469ra



FEDERAL ELECTION COMMISSION
0 WASHINGTON. D.C. 20*3

is; June 16, 1998

Mary Jane Sergeant, Treasurer
Tom Davis for Congress
6429 Downing Court
Annandale, VA 22003

RE: MUR 4539

Dear Ms. Sergeant:

On October 3 1, 1996, the Federal Election Commission notified you of acopan
alleging Certain violations of the Federal Election Campipn Act of 1971, am ameded A copy
of the complaint was enclosed with that notification.

After cosdeigthe cic mstacesof this matter, the Comsinexercised its
prosecutorial discretion to tae no action against Tom Dovi for Congres and you,= nuteuer.

* This case was evaluated objectively relave to other matters on the C omiumal docket. In
light of the iaionu on the record, the relative sigifcaneof the caead t im of

N tme hatha elpse, te ommssin dteminedtocloseits filein ths ueter
on June 1S, 1998.

The conflduialiy 1 oiii of 2 U.S.C. 1 4379(&Xl2) so longe qp ly4 SW
is nopw public, In addimn alhuoa the cesuplet file unube Plmd a o pd4G o
withi 30 &dais codd ocmw at muy time floigceatfica 'tio f
if you wish to ubs*&y factua rleglmtras oapa m h Om s

m iis ml k *UAf gqpuiu mW e mi be aiid

(800)"244530. Our locWal oer is (202) 694-1650.

CA" R~



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 2043

June 16, 199S

The Honorable Tom Davis
224 Canno Hous office Building
Washington, DC 20515-4611

RE: MUR 4539

Dear Representative. Davis:

On October 319,1996, the Federal Election Commission notified you of acopan

aleigcertain violations of the Federal Election Campaign Act of 197 1, as uWded. A cow

Of the cmlntwas enclosed with that notification.

After consderig the circums te of this matter, the Comsineecsdits
proecuona dicrtiow tkeno actionagatyou. This case wasevauased ecwy

relatie to other meson tCommso cket Inhlght ofthe ifnfoaiona. wemud,

tde relativ sifc an re of the case, and the amount of tim that has easdieC.o
deerind to close its fie in this matter on June 15, 1998.

Tbe cofideiliftpwmm of 2 U. S.C. I 437g&X 12) solfwampl as w
us - -~ ~ aihouh th comletefile mo be placed m48 i do

wdbi 30 dqys thi could ccur at any tim folwngcficetiom of t 11MW

*m~~pinbhf m~f. y be *wd = t *39I5S&

(MU)42441$30. Ouri oc al ,nber is (202) 694-1650.

-S '-:

F. AskeWTdft 71

----------
- ~



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 20*3

III 
June 16, 199S

Pete SiWh Legislative Assistant
Congr en Tomn Davis
224 CHOB
Washington, DC 20515-4611

RE: MUR 4539

Dear Mr. Sirh:

On Octobe 31, 1996, the Federa Election Commissio nntifled YOUO cacmpas
allegin ceiai viation oft Fedeal Election Campaign Act of 1971, as emee A cop

of the cmaitwas enclosed with that niotification.

After cosdrnRh icmtnes Of this matter the Comisin xecsd its

piosectorial discretion to take no action agains you. This case was evaled leciy
relaive to other matters on the Comiso' docket. In light of the infibmation onte recard
the reative signifcc POf the case, and the amount of tim that beas d theCmua

determin d omoe its fie in this matter on June 15, 1998.

ThW cmruietaiypoiin of 2 U.S.C. I 437#(&X 12) so lo@ge appl b i me

is nw pdikIn bam^alheCdocUmph l M b laced= S p no
wh 30 dq No could saw aturmy tie Main .ifrl~s at** -2i9 V
If yoU wiAo 10 huay kaus or lega matrils 10 aPPsy 00 the pdf 1 Mn 'sm 4b

a nown pubis Whildth file my be placedw V th plcooad piwu I

op WVqfL on is(20) 694-l6M.

~AB~



FEDERAL ELECTION COMMISSION
WAS*4SNCTON D C 2043

vp 
June 16, 199S

Kenneth A. Grows Esq.
Skadden, Arps Slate, Meaghe & Flom
1440 New York Avenue, NW
Washngton, DC 20005-2111

RE: MUR 4539
Sallie Mae Student Lo0an Marketing Association
and Scott Miller

Dear Mr. Gross:

On Octobe 31,1996, the Federal Election Commission notified yourf cleimb of a
coplif allegigertain violations of the Federal Election Campaign Act of 1971, a

amened.A copy of the cmlitwas enclosed with tha notification.

After coieri'ng the circumstances, of this matter, the Commission exercised it

proseuWoria d ficin to take no action against your clients This case was eVAluatd
objctiel relative to ehrnatler on the CommissiWns docket In light of the u 1 i n o

the reod thfelative s--!fi-- e of the case, and t amut of tium that lba elapk *
Commisiondateuinedto close its file in this matter on June 15, 1998.

Thecsdiullyproisinsof 2 U.S.C. § 437gaX 12) so koW apply ow

Ds isw lIN~ adm, alwoog te complete file man be p aced h w lsu
Wm 30 dw4a die csad oa at any tim following caiito owf t
gVAm*4d EV *in or lego Materials, to appe an dwp

fts my be placed omte *& 11 kA
I gels smimisi willbe aii

t " e my ~ o please contact Jennifer KL Boyt on ow *Mf4w
(300)424430. Our loca m.er is (202) 694-1650.

4~4,j

Ir A:%<
.ue~ .Mw..w ..

C" ar
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FEDERAL ELECTION COMMISSION
WASNINCION. DC jO*3

THIS IS PIE EX4)TOPU#

DTE FILME _._V_91

-AEAA
C*M~ ND.s -j2

*to,


