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May 20, 2025

The Honorable Mike Johnson The Honorable Hakeem Jeffries
Speaker of the House House Minority Leader

U.S. House of Representatives U.S. House of RepresentativesH-H-
232 The Capitol H-204, The Capitol

Washington D.C. 20515 Washington D.C. 20515

Dear Speaker Johnson and Minority Leader Jeffries,

I write on behalf of the National Association of Independent Colleges and Universities (NAICU)
and the undersigned organizations to express our opposition to the budget reconciliation proposal
to be voted on by the House of Representatives this week.

NAICU serves as the unified voice for the 1,700 private, nonprofit colleges and universities in
our nation. Founded in 1976, NAICU is the only national membership organization solely
focused on representing private, nonprofit higher education on public policy issues in
Washington, DC. NAICU’s membership reflects the diversity of private, nonprofit higher
education in the U.S. with member institutions that include major research universities, faith-
based colleges, Historically Black Colleges and Universities, Hispanic-Serving Institutions and
other Minority-Serving Institutions, art and design colleges, conservatories of music, traditional
liberal arts and science institutions, women’s colleges, work colleges, two-year colleges and
schools of law, medicine, engineering, business and other professions.

Before articulating our concerns with the bill, we want to begin by commending the efforts of the
House Committee on Education & Workforce to address the projected budgetary shortfall
impacting the long-term sustainability of the Pell Grant program, a cornerstone of college access
for millions of students — including more than 1 million attending private, nonprofit colleges and
universities. The committee’s attempt to shore up the projected shortfall is appreciated. We
further appreciate the proposed fixes to federal need-analysis related to the treatment of family
farms and small businesses.

We also express our gratitude for the maintenance of the student and family higher education tax
benefits, as reported out by the House Committee on Ways & Means. These tax benefits reduce
tuition costs, encourage savings, and allow students and families a greater array of choices in
selecting a college. Further, the proposals to make permanent and expand the tax-free benefits as
part of employer-provided education assistance via IRC Sec. 127 are welcome developments that
will benefit students, employers, and the economy at large.

Key Concerns

Despite the area of support listed above, we are deeply concerned about several of the proposed
policies contained in the budget reconciliation package.
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Institutional Risk Sharing

We are especially concerned about the proposal to create an institutional risk-sharing program.
Notably, this policy, which emerged from the Committee on Education & Workforce, failed to
gain sufficient support in the 118" Congress.

Risk sharing would disproportionately impact institutions in the private, nonprofit sector.
According to data released by the committee, approximately 98% of colleges and universities in
the private, nonprofit sector would be subject to penalties under the proposed formula, posing a
significant threat to the financial sustainability of many institutions.

In fact, the committee’s data show that, in our sector, 93% of faith-based institutions, 100% of
historically black colleges and universities, 97% of rural institutions, and 100% of women’s
colleges would face net losses under the formula proposed in the budget reconciliation bill. This
proposal would inflict widespread financial harm and penalize institutions serving diverse and
underserved populations, effectively undermining student choice in higher education.

One of the primary shortcomings of this proposal lies in the construction of its formula for
determining penalties. For example, the proposed formula does not account for the reality that
private, nonprofit colleges and universities operate absent state appropriations and associated
taxpayer subsidies. Furthermore, the formula ignores positive student and institutional outcomes,
such as graduation rates, cohort default rates, loan repayment rates, and other metrics that often
favor the private, nonprofit sector. Given the superior student outcomes in the private, nonprofit
sector across multiple metrics, it is puzzling why Congress would seek to punish the highest
performing institutions in American higher education and risk undermining their successes at a
time of critical national need.

The risk-sharing proposal also provides severe disincentives for institutions to launch students
into careers of critical national and regional need, such as teaching, nursing, social work, and
ministry. With the lopsided focus on the private, nonprofit sector, enrollment-dependent
institutions may be forced to close, cutting off a critical access point for many rural and other
marginalized student populations.

Elimination of Undergraduate In-School Interest Subsidy, Termination of Grad PLUS Loans

The reconciliation bill would eliminate the in-school interest subsidy for undergraduate students,
directly shifting more of the burden of the cost of college from the federal government onto low-
and middle-income students and families.

Under current policy, undergraduate students receiving a subsidized loan will not see interest
accrue on their loans while enrolled in their higher education degree program nor for six months
following their departure from school. According to the Congressional Budget Office, the
elimination of the in-school interest subsidy will cost students more than $20 billion over the
next ten years. At current rates, a student borrowing $23,000 total over the course of their four
years of study would see an additional $3,606 of interest accrue on their loans prior to beginning
loan repayment, or more than 15% of the total amount borrowed.
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Further, the termination of the Grad PLUS loan program would eliminate a critical financing tool
for many graduate students, including those pursuing careers in health sciences and public
service. Coupled with aggregate loan caps that widen the funding gap between professional and
non-professional graduate degree programs, many graduate students would face significant
funding shortfalls. As a result, many graduate students would be forced to turn to the private
student loan market and would lose the federal protections associated with Grad PLUS and the
other federal student aid programs.

At a time of critical need for more doctors, nurses, and other health professionals — especially in
rural and other underserved areas — limiting borrowing and establishing additional barriers to
completion is imprudent policy that runs counter to bipartisan workforce development goals.

Pell Grant Eligibility Changes

We also oppose many of the bill’s changes to the Pell Grant eligibility criteria, which will
impose undue financial and logistical burdens on millions of students participating in the Pell
Grant program.

For many students, taking a 30-credit annual courseload is often impractical. For working
students, students with children, student veterans, student athletes, and other groups of students,
the inability to enroll in a 30-credit annual courseload is a reflection of real-life responsibilities
and logistical realities. The budget reconciliation bill would result in a 20% cut each year to the
Pell Grants of these students and many others, resulting in a Pell Grant nearly $1,500 less than
the current maximum grant. Compounded over four years, a low-income student would lose
nearly $6,000 in federal grants simply because they may only be able to take 12 credits per
semester rather than 15 credits per semester.

In addition, the termination of Pell Grants for students taking a less-than-halftime courseload
would result in more student borrowing and diminished student outcomes. The Congressional
Budget Office estimates that these changes will cost low-income students more than $7 billion
over the next ten years.

Limiting Federal Student Aid to the Median Cost of Programs

We are also concerned about the proposal to limit the usage of federal student aid to the national
cost of attendance by program.

This proposal fails to account for the baseline differences between private, nonprofit and public
colleges and universities, punishing the former for their lack of state subsidies and general
financial independence. Because private, nonprofit colleges and universities do not receive state
appropriations to deflate the cost of tuition, programmatic cost of attendance will naturally be
elevated when compared to our public institution peers. However, due to public institutions
enrolling about 75% of the total student population, the median cost of programs will be skewed
against the private, nonprofit financing model. Such one-size-fits-all solutions fail to capture the
diversity of American higher education and will result, again, in limiting student choice.
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This confusing proposal would further force both institutions and the federal government to
calculate every academic program’s cost of attendance, likely resulting in opaque and
contradictory estimates for students and families. We also have practical concerns about
implementation, such as what would happen to a student who switches from a higher cost
program to a lower cost program in the middle of the term.

Perhaps most importantly, this proposal inappropriately inserts the federal government into the
pricing structure and cost estimations of colleges and universities. As proposed, this policy
effectively functions as a form of federal price controls on colleges and universities. Private
colleges and universities — and their independent boards of trustees — are best positioned to make
determinations about tuition pricing — not the federal government. This policy proposal
represents blatant and unapologetic government intrusion into the institutional autonomy and
financial decisions of private institutions.

Expansion of the Higher Education Endowment Tax

The proposed expansion of the higher education endowment tax is another gravely concerning
proposal contained in the reconciliation bill.

The proposed expansion of the endowment tax would have serious and counterproductive
consequences for students and families—particularly those from low- and middle-income
backgrounds. The institutions affected by this tax are among the most generous in the nation,
using endowment resources to meet full financial need, reduce student debt, and fund essential
academic and support services. Taxing these targeted funds would diminish institutional capacity
to provide need-based aid and directly undermine bipartisan goals around college access and
affordability.

Endowments are not excess reserves—they are philanthropic commitments, often legally
restricted, that sustain scholarships, research, student mental health services, and long-term
financial stability. Unlike public institutions that receive state operating support, private,
nonprofit colleges rely heavily on endowment earnings to serve students and fulfill their
educational missions. Notably, the endowment tax policy does nothing to make college more
affordable for students and families, instead using the returns generated by the tax for federal
deficit and debt reduction. Rather than penalizing success in attracting private investment,
Congress should support policies that expand—not constrain—institutions’ ability to invest in
student success, innovation, and affordability.

Taken together, the proposals contained in the House’s budget reconciliation bill would have a
devastating impact on students and the institutions that serve them. The bill would significantly
restrict student choice, increase college costs, and reduce the ability of private, nonprofit colleges
and universities to fulfill their educational missions. Institutions that serve students with fewer
public dollars and strong outcomes—especially in underserved communities—would be
disproportionately impacted.
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We urge Congress to reject these provisions and instead work with stakeholders across the higher
education landscape to craft more balanced, targeted reforms that promote accountability without
undermining access, innovation, or opportunity.

We stand ready to serve as a resource and partner as you continue your work on behalf of
students and families across the country.

Sincerely,

/é/ﬁ!m)?as/w{/

Barbara K. Mistick
President

On behalf of:

AARTS

Associated Colleges of the Midwest

Associated Colleges of the South

Association for Biblical Higher Education

Association of Catholic Colleges and Universities

Association of Chiropractic Colleges

Association of Independent California Colleges and Universities (AICCU)
Association of Independent Colleges & Universities in Massachusetts
Association of Independent Colleges & Universities of Rhode Island
Association of Independent Colleges and Universities of Pennsylvania
Association of Independent Colleges of Art & Design

Association of Independent Kentucky Colleges and Universities (AIKCU)
Association of Jesuit Colleges and Universities

Association of Presbyterian Colleges and Universities

Association of Private Colleges and Universities of Puerto Rico / Asociacion de Colegios y
Universidades Privadas de Puerto Rico (ACUP)

Association of Vermont Independent Colleges

Conference for Mercy Higher Education

Connecticut Conference of Independent Colleges

Council for Christian Colleges & Universities

Council of Independent Colleges

Council of Independent Colleges in Virginia, Inc.

Council of Independent Nebraska Colleges

Great Lakes Colleges Association

Independent Colleges & Universities of Florida

Independent Colleges and Universities of Missouri
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Independent Colleges and Universities of Texas

Independent Colleges of Indiana

Independent Colleges of Washington

International Assoc of Baptist Colleges & Universities

Iowa Association of Independent Colleges and Universities
Kansas Independent College Association

Louisiana Association of Independent Colleges and Universities
Maryland Independent College and University Association
Michigan Independent Colleges & Universities

Minnesota Private College Council

Oregon Alliance of Independent Colleges and Universities
South Carolina Independent Colleges and Universities
Tennessee Independent Colleges & Universities Association
The Commission on Independent Colleges and Universities in New York (CICU)
Wisconsin Association of Independent Colleges and Universities
Work Colleges Consortium

Yes We Must Coalition
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