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105TH CONGRESS . REPORT
2d Session HOUSE OF REPRESENTATIVES 105-481

HIGHER EDUCATION AMENDMENTS OF 1998

APRIL 17, 1998.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed -

Mr. GOODLING, from the Committee on Education and the
Workforce, submitted the following

REPORT

together with

ADDITIONAL AND DISSENTING VIEWS

[To accompany H.R. 6]

‘[Including cost estimate of the Congressional Budget Office] = °

The Committee on Education and the Workforce, to whom was
referred the bill (H.R. 6) to extend the authorization of programs
under the Higher Education Act of 1965, and for other purposes,
having considered the same, report favorably thereon with an
amendment and recommend that the bill as amended do pass.

The amendment is as follows:

Strike out all after the enacting clause and insert in lieu thereof
the following: '

SECTION 1. SHORT TITLE.

This Act may be cited as the “Higher Education Amehdments of 1998”.
SEC. 2. TABLE OF CONTENTS.

The table of contents for this Act is as follows:

Sec. 1. Short title.
Sec. 2. Table of contents.

Sec. 3. References.
Sec. 4. General effective date.

TITLE I—GENERAL PROVISIONS

PART A—EXTENSION AND REVISION OF GENERAL PROVISIONS

Sec. 101. Redesignation and transfer of provisions.
Sec. 102. Definitions. :
Sec. 103. Regulatory reform.
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PART B—PERFORMANCE-BASED ORGANIZATION FOR THE DELIVERY OF FEDERAL

. STUDENT FINANCIAL ASSISTANCE.

Sec. 111. Performance-based organization for the delivery of Federal student finan-

cial assistance.

TITLE II—-POSTSECONDARY EDUCATION IMPROVEMENT PROGRAMS

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.

Sec.

Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

O

201
202.
203.

204.
205.
206.

301.
302.
. 303.
304.

. 411,
. 412,
. 413.
. 414,
. 415.

. 416. A
. 417. F
. 418.
. 419.
. 420.
. 421,
. 422,
. 423.
. 424,
. Definitions.
. 426.
. 4217.
. 428.
. 429.

435.

436.
437.
438.
439.
440.
441.
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Urban community service.

Fund for the Improvement of Postsecondary Education. ’

Grants to States for workplace and community transition training for in-
carcerated youth offenders.

Advanced placement fee payment program.

Teacher quality enhancement grants.

Additional repeal.

TITLE III—-INSTITUTIONAL AID

Strengthening institutions.

Historically b%ack colleges and universities.

Minority science and engineering improvement program.
General provisions.

TITLE IV—STUDENT ASSISTANCE
PART A-—GRANTS TO STUDENTS

. Pell grants.

. Federal TRIO programs.

. National early intervention and partnership program.

. Repeals.

. Establishment of new programs.

. Federal supplemental educational opportunity grants.

. Grants to States for State student incentives.

. Special programs for students whose families are engaged in migrant and

seasonal farmwork.

. Byrd scholarships.

PART B—FEDERAL FAMILY EDUCATION LOAN PROGRAM

Limitation repealed.
Advances to reserve funds.
Guaranty agency reforms.
Scope and duration of program.
Limitations on individual federally msured loans and Federal loan lnsur-
ance.
pplicable interest rates.
erally guaranteed student loans.
Voluntary agreements with guaranty agencies.
Federal consolidation loans.
Disbursement.
Unsubsidized Stafford loans.
Repeal of loan forgiveness.
Legal powers and responsibilities.
Student loan information.

Discharge.

Cancellation of loans for certain public service.
Debt management options.

Special allowances.

PART C—FEDERAL WORK-STUDY PROGRAMS
Amendments to part C.

PART D—WILLIAM D. FORD FEDERAL DIRECT LOAN PROGRAM

Selection of institutions.

Terms and conditions.

Contracts.

Funds for administrative expenses.

Authority to sell loans.

Cancellation of loans for certain public service.



Sec.

. 445.

. 446.
. 447,
. 448,
. 449,

. 450.

. 451
. 452,
. 453.

. 461.
. 462.
. 463.
. 464.
. 465.
. 466.
. 467.
. 468.-
. 469,
. 470.
. 471
. 472,
. 473.
. 474

. 476. S
. 477.
. 478.
479.
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PART E—FEDERAL PERKINS LOANS
Amendments to part E.

PART F—NEED ANALYSIS

Cost of attendance.

Data elements. . -

Family contribution for dependent students.

Family contribution for independent students without dependents other
than a spouse.

Family contribution for independent students with dependents other than
a spouse.

Regulations; updated tables and amounts.

Discretion of student financial aid administrators.

Treatment of other financial assistance.

PART G—GENERAL PROVISIONS

Definitions.

Master calendar.

Forms and regulations.

Student eligibility.

State court judgments.

Information for students.

National student loan data system.

Program participation agreements.

Quality assurance and regulatory simplification.
Distance education demonstration programs.
Garnishment requirements.

Administrative subpoena authority.

Advisory committee on student financial assistance.
Meetings and negotiated rulemaking.

PART H—PROGRAM INTEGRITY

ostsecondary review program.
Acc iting agency recognition.
Eligibility and certification procedures.
Program review and data.

TITLE V—DEVELOPING INSTITUTIONS

Sec. 501. Establishment of new title V.

Sec.
Sec.
Sec.
Sec.
Sec.

TITLE VI—INTERNATIONAL AND GRADUATE EDUCATION PROGRAMS

601.
602.
603.
604.
605.

International and foreign language studies.

Business and international egu cation programs

Institute for international public policy.

General provisions.

Transfer and reauthorization of graduate assistance in areas of national
need program. .

TITLE VII—-CONSTRUCTION, RECONSTRUCTION, AND RENOVATION OF

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
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701.
702.
703.
704.

801.
802.
803.

804.
805.
806.
807.

ACADEMIC FACILITIES

Extension of prior rights and obligations.
Repeal of part A.

Extension of authorization of part B.
Extensxon of authorization of part C.

TITLE VIII—ADDI'I‘IONAL PROVISIONS

Study of transfer of credits.

Study of market mechanisms in Federal student loan programs.

Improvements in market information and public accountablhty in higher
education.

Differential regulation.

Annual report on cost of higher education. )

Repeals of previous higher education amendments provisions. .

Limitation.
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TITLE IX—AMENDMENTS TO OTHER LAWS

PART A—EDUCATION OF THE DEAF ACT

SUBPART 1—GALLAUDET UNIVERSITY

Sec. 901. Board of Trustees membership.
Sec. 902. Elementary and secondary education programs.
Sec. 903. Agreement with Gallaudet University. -

SUBPART 2—NATIONAL INSTITUTE FOR THE DEAF
Sec. 911. Agreement for the National Technical Institute for the Deaf.

SUBPART 3—GENERAL PROVISIONS

Sec. 921. Definitions.

Sec. 922. Audits.

Sec. 923. Reports.

Sec. 924. Monitoring, evaluation, and reporting.
Sec. 925. Responsibility of the liaison.

Sec. 926. Federal endowment programs.

Sec. 927. Scholarship program.

Sec. 928. Oversight and effect of agreements.
Sec. 929. International students.

Sec. 930. Authorization of appropriations.

PART B—EXTENSION AND REVISION OF INDIAN HIGHER EDUCATION PROGRAMS

Sec. 951. Tribally controlled colleges and universities.
Sec. 952. Reaué.}zxorization of provisions from Higher Education Amendments of
19 .

Sec. 953. Reauthorization of Navajo Community College Act.

TITLE X—FACULTY RETIREMENT PROVISIONS
Sec. 1001. Voluntary retirement incentive plans.
SEC. 3. REFERENCES.

Except as otherwise expressly provided, whenever in this Act an amendment or
repeal is expressed in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section or other provi-
sion of the Higher Education Act of 1965 (20 U.S.C. 1001 et seq.).

SEC. 4. GENERAL EFFECTIVE DATE.

Except as otherwise provided in this Act or the amendments made by this Act,
the amendments made by this Act shall take effect on October 1, 1998.

TITLE I—-GENERAL PROVISIONS

PART A—EXTENSION AND REVISION OF GENERAL
PROVISIONS

SEC. 101. REDESIGNATION AND TRANSFER OF PROVISIONS.

(a) IN GENERAL.—
(1) REPEAL OF TITLE L.—Title I (20 U.S.C. 1001 et seq.) is repealed.
(2) REPEAL OF TITLE XII PROVISIONS.—The following sections of title XII are
repealed: sections 1206, 1211, and 1212 (20 U.S.C. 1145a, 1145, 1145f)
(3) REDESIGNATIONS.— :

(A) Title XII is redesignated as title I. )

(B) Sections 1201, 1202, and 1203 (20 U.S.C. 1141, 1142, 1143) are redes-
ignated as sections 101, 102, and 103, respectively.

(C) Section 1204(b), as redesignated by section 251 of the Higher Edu-
cation Amendments of 1968 (20 U.S.C. 1144(b); 82 Stat. 1042), is redesig-
nated as section 104.

(D) Section 1204, as added by section 1201 of the Education Amendments
of 1980 (20 U.S.C. 1144a; 94 Stat. 1495), is redesignated as section 105.

(E) Sections 1205, 1207, 1208, 1209, 1210, and 1213 (20 U.S.C.- 1145,
1145b, 1145c, 1145d, 1145d-1, and 1145g) are redesignated as sections 106
through 111, respectively.

ERIC ‘
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(4) TRANSFER.—Title I (including sections 101 through 111), as redesignated
B{ aragraph (3), is transferred to immediately follow the short title of the
igher Education-Act of 1965 (20 U.S.C. 1001 note).

(b) INTERNAL CROSS-REFERENCES.—The Higher Education Act of 1965 is amend-

ed—

(1) in section 106 (as redesignated by subsection (a)(3)), by striking “481(a)”
and inserting “101(a)”;
11(12") in section 485(f)(1XI), by striking “section 1213” and inserting “section
10(13()’ )1(!12 )ﬁection 498(jX(2), by striking “section 1201(a)(2)” and inserting “section
a ; . :
) in section 591(dX2), by striking “section 1201(a)” and inserting “section

- 4
101(a)(1)"; and

(5) in section 631(a)(8), by striking “section 1201(a)” each place it appears and
inserting “section 101(a)(1)”.

'(c) CONFORMING AMENDMENTS.—

Q

ERIC
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(1) TITLE 10, UNITED STATES CODE.—Sections 2193(c)(1) and 2199(2) of title 10,
United States Code, are each amended by striking “1201(a) of the Higher Edu-
cation- Act of 1965 (20 U.S.C. 1141(a))” and inserting “101(a)(1) of the Higher
Education Act of 1965”. .

(2) TITLE 18, UNITED STATES CODE.—Section 207(j)(2)(B) of title 18, United
States Code, is amended by striking “1201(a)” and inserting “101(a)(1)".

(3) TITLE 39, UNITED STATES CODE.—Section 3626(b)(3) of title 39, United
States ‘Code, is amended by striking “1201(a) of the Higher Education Act of
1?63 6(5?0 U.S.C. 1141(a))” and inserting “101(a)X1) of the Higher Education Act
of 1965”. : : '

(4) ANTI-DRUG ABUSE ACT OF 1988.—Section 3601(7) of the Anti-Drug Abuse
Act of 1988 (42 U.S.C. 11851(7)) is amended by striking “1201(a) of the Higher

" Education Act of 1965 (20 U.S.C. 1141(a))” and inserting “101(a)(1) of the High-
er Education Act of 1965”.

(5) CRANSTON-GONZALEZ NATIONAL AFFORDABLE HOUSING ACT.—Section 457(9)
of the Cranston-Gonzalez National Affordable Housing. Act (42 U.S.C. 12899f(9))
is amended by striking “1201(a)” and inserting “101(a)(1)". '

(6) DEPARTMENT OF STATE AUTHORIZATION ACT, FISCAL YEARS 1984 AND 1985.—
Section 803(1) of the Department of State Authorization Act, Fiscal Years 1984
ailgl(l?(sls) (22 U.S.C. 4502(1)) is amended by striking “1201(a)” and inserting
“" a ”‘ N .

(7) EDUCATION FOR ECONOMIC SECURITY ACT.—Section 3(6) of the Education
for Economic Security Act (20 U.S.C. 3902(6)) is amended by striking “1201(a)”
and inserting “101(a)(1)". _

(8) ELEMENTARY AND SECONDARY EDUCATION ACT OF 1965.—The Elementary
and Secondary Education Act of 1965 is amended—

(A) in section 7501(4) (20 U.S.C. 7601(4)) by striking “1201(a)” and insert-
ing “101(a)(1)”; and } . .

(B) in section 14101(17) (20 U.S.C. 8801(17)), by striking “1201(a)" and
inserting “101(a)(1)".

(9) FEDERAL AGRICULTURE IMPROVEMENT AND REFORM ACT OF 1996.—Section
922 of the Federal Agriculture Improvement and Reform Act of 1996 (7 U.S.C.
2279c) is amended in subsections (a)(1)(B) and (b)(1) by striking “1201 of the

. Higher Education Act of 1965 (20 U.S.C. 1141)” and inserting “101(a)(1) of the

Higher Education Act of 1965”.

(10) FOLLOW THROUGH ACT.—Section 670G(5) of the Follow Through Act (42
U.S.C. 9877(5)) is amended by striking “1201 of the Higher Education Act of
1965” and inserting “101(a)(1) of the Higher Education Act of 1965”.

(11) FOOD AND AGRICULTURE ACT OF 1977.—Section 1417(h)(1)(A) of the Food
and Agriculture Act of 1977 (7 U.S.C. 3152(h)(1)(A)) is amended by striking
“1201(a) of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and inserting
“101(a)(1) of the Higher Education Act of 1965".

(12) FOREIGN RELATIONS AUTHORIZATION ACT, FISCAL YEARS 1986 AND 1987.—
Section 603(d) of the Foreign Relations Authorization Act, Fiscal Years 1986
ailgl(IS;(Bf) (20 U.S.C. 4703(d)) is amended by striking “1201(a)” and inserting
&« a ". B

(13). GENERAL EDUCATION PROVISIONS ACT.—Section 429(d)}2)(B)(ii) of the
General Education Provisions Act (20 U.S.C. 1228¢(d)2)(B)(ii)) is amended by
striking “1201(a)” and inserting “101(a)(1)".

(14) HARRY S TRUMAN MEMORIAL SCHOLARSHIP ACT.—Section 3(4) of the Harry
S Truman Memorial Scholarship Act (20 U.S.C. 2002(4)) is amended by striking
“1201(a)” and inserting “101(a)(1)".
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(15) HEAD START ACT.—Section 649(c)(3) of the Head Start Act (42 U.S.C.
9844(c)(3)) is amended by striking “1201(a) of the Higher Education Act of 1965
(29% 5U.S.C. 1141(a))” and inserting “101(a)(1) of the Higher Education Act of
1965”.

(16) HIGHER EDUCATION AMENDMENTS OF 1992.—Section 1371(a)(1)B) of the
Higher Education Amendments of 1992 (25 U.S.C. 3371(a)(1)(B)) is amended by
striking “1201(a)” and inserting “101(a)(1)".

(17) INTELLIGENCE AUTHORIZATION ACT, FISCAL YEAR 1992.—Section 808(3) of
the Intelligence Authorization Act, Fiscal Year 1992 (20 U.S.C. 1908(3)) is
amended by striking “1201(a) of the Higher Education Act of 1965 (20 U.S.C.
1141(a))” and inserting “101(a)(1) of the iﬁher Education Act of 1965”.

( 18)d Jé)B TRAINING PARTNERSHIP ACT.—The Job Training Partnership Act is
amended—

(A) in section 4(12) (29 U.S.C. 1503(12)), by striking “1201(a)” and insert-
ing “101(a)1)”; and

B) in section 141(dX3)(B) (29 U.S.C. 1551(d)(3)B)), by striking “1201(a)
of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and inserting
“101(a)(1) of the Higher Education Act of 1965”.

(19) JUSTICE SYSTEM IMPROVEMENT ACT OF 1979.—Section 901(a)(17) of the
Justice System Improvement Act of 1979 (42 U.S.C. 3791(a)(17)) is amended by
striking “1201(a) of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and
inserﬁxﬁ “101(a)(1) of the Higher Education Act of 1965”.

(20) MUTUAL EDUCATIONAL AND CULTURAL EXCHANGE ACT OF 1961.—Section
112(aX8) of the Mutual Educational and Cultural Exchange Act of 1961 (22
U.S.C. 2460(a)(8)) is amended by striking “1201(a) of the Higher Education Act
?\f 19?59(6250 U.S.C. 1141(a))” and inserting “101(a)1) of the Higher Education

ct of 1965”.

(21) NATIONAL AND COMMUNITY SERVICE ACT OF 1990.—Sections 101(13) and
166(6) of the National and Community Service Act of 1990 (42 U.S.C. 12511( 13);
12626(6)) are each amended by striking “1201(a) of the Higher Education Act
og 61;)65 (20 U.S.C. 1141(a))” and inserting “101 of the Higher Education Act of
1 ”, .

(22) NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEAR 1987.—Section
1403(4) of the National Defense Authorization Act for Fiscal Year 1987 (20
U.S.C. 4702(4)) is amended by striking “1201(a) of the Hig{her Education Act of
1?63 6(520 U.S.C. 1141(a))” and inserting “101(a)(1) of the Higher Education Act
of 1965”.

(23) NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEAR 1993.—The Na-
tional Defense Authorization Act for Fiscal Year 1993 is amended in section
4451(b)(1) (10 U.S.C. 2701 note) by striking “1201(a) of the Higher Education
Act of 1965 (20 U.5.C. 1141(a)” and inserting “101(a)(1) of the Higher Education
Act of 1965”.

(24) NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEARS 1992 AND
1993.—Section 3132(b)(1) of the National Defense Authorization Act for Fiscal
Years 1992 and 1993 (42 U.S.C. 7274e(b)(1) is amended by striking “1201(a) of
the Higher Education Act of 1965 (20 U.S.C. 1141(a)” and inserting “101(a)(1)
of the Higher Education Act of 1965”.

(25) NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL YEAR 1994.—The Na-
tional Defense Authorization Act for Fiscal Year 1994 is amended—

(A) in section 841(c)(2) (10 U.S.C. 2324(2) note), by striking “1201(a) of
the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and inserting
“101(a)(1) of the Higher Education Act of 1965”;

(B) in section 1333(i)(3) (10 U.S.C. 2701 note), by striking “1201(a) of the
Higher Education Act of 1965 (20 U.S.C. 1141(a))’ and inserting “101(a)(1)
of the Higher Education Act of 1965”; and

(C) in section 1334(k)(3) (10 U.S.C. 2701 note), by striking “1201(a) of the
Higher Education Act of 1965 (20 U.S.C. 1141(a))” and inserting “101(a)(1)
of the Higher Education Act of 1965,

(26) NATIONAL EDUCATION STATISTICS ACT OF 1994.—Section 402(c)(3) of the
National Education Statistics Act of 1994 (20 U.S.C. 9001(c)(3)) is amended by
striking “1201(a)” and inserting “101(a)(1)”.

(27) OLDER AMERICANS ACT OF 1965.—Section 102(32) of the Older Americans
Act of 1965 (42 U.S.C. 3002(32)) is amended by striking “1201(a) of the Higher
Education Act of 1965 (20 U.S.C. 1141(a))” and inserting “101(a)(1) of the High-
er Education Act of 1965”.

(28) OMNIBUS PARKS AND PUBLIC LANDS MANAGEMENT ACT OF 1996.—Section
1007(c)(5) of the Omnibus Parks and Public Lands Manﬁgement Act of 1996 (16
U.S.C. 698u-5) is amended by striking “1201(a) of the 1gher Education Act of

RIC 9.
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1?(;3 6(52’9 U.S.C. 1141(a))” and inserting “101(a)(1) of the Higher Education Act
0 .

(29) PUBLIC LAW 85 OF THE 67TH CONGRESS —Public Law 85 of the 67th Con-
gress (42 Stat. 208; 25 U.S.C. 13), popularl 8' referred to as the Snyder Act, is
amended by stnkmg “1201” and msert.mg “101(a)(1)".

(30) COMMUNICATION ACT OF 1934.—Section 223(h)(4) of the Communication
Act of 1934 (47 U.S.C. 223(h)(4)) is amended by striking “1201 of the Higher
Education Act of 1965 (20 U.S.C. 1141)” and inserting “101(a)(1) of the Higher
Education Act of 1965”.

(31) FEDERAL WATER POLLUTION CONTROL ACT.—Section 112(a)(1) of the Fed-
eral Water Pollution Control Act (33 U.S.C. 1262(a)1)) is amended by striking
“1201” and inserting “101(a)(1)".

(32) CARL D. PERKINS VOCATIONAL AND APPLIED TECHNOLOGY EDUCATION
ACT.—Section 347(2)(A) of the Carl D. Perkins Vocational and Applied Tech-
nology Education Act (20 U.S. C. 2394(2)(A)) is amended by striking “1201(a)”
and inserting “101(a)(1)".

(33) ENERGY POLICY AND CONSERVATION ACT.—Section 362(fX5)(A) of the En-

ergy Policy and Conservation ‘Act (42 U.S.C. 6322(f)(5)(A)) is amended by strik-
ing “1201(a) of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and in-
serting “101(a)(1) of the Higher Education Act of 1965”.

(34) JAMES MADISON MEMORIAL FELLOWSHIP ACT.—Section 815 of the James
Madison Memorial Fellowship Act (20 U.S.C. 4514) is amended—

(A) in paragraph (3), by striking “1201(a)” and msertmg “101(a)(1)"; and
(B) in paragraph (4), by striking “1201(d)” and inserting “101(a)(1)”.

(35) REHABILITATION ACT OF 1973.—Sections 7(32) and 101(a)(7)(A)iv)II) of
the Rehabilitation Act of 1973 (29 U.S.C. 706(32); 29 U.S.C. 721(a)(7)A)iv)(II))
are each amended by striking “1201(a) of the Higher Education Act of 1965 (20
U.S.C. 1141(a))" and inserting “101(a)(1) of the Higher Education Act of 1965”.

(36) TECHNOLOGY RELATED ASSISTANCE FOR INDIVIDUALS WITH DISABILITIES
ACT OF 1988.—Section 3(8) of the Technology Related Assistance for Individuals
with Disabilities Act of 1988 (29 U.S.C. 2202(8)) is amended by striking
“1201(a) -of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and inserting

“101(a)(1) of the Higher Education Act of 1965”.

(37) TRIBALLY CONTROLLED COMMUNITY COLLEGE ASSISTANCE ACT OF 1978.—
Tge Tribally Controlled Community College Assistance Act of 1978 is amend-
e | —

(A) in section 2(a)(5) (25 U.S. C 1801(a)(5)), by striking “1201(a)” and in-
serting “101(a)(1)"; and

(B) in section 113(b)(2) (25 U. S C. 1813(b)(2)), y striking “1201(a) of the
Higher Education Act of 1965 (20 U.S.C. 1141(a)) and inserting “101(a)(1)
of the Higher Education Act of 1965”.

(38) VIOLENT CRIME CONTROL AND LAW ENFORCEMENT ACT OF 1994.—The Vio-
lent Crime Control and Law Enforcement Act of 1994 is amended—

(A) in sections 200103 and 200202 (42 U.S.C. 14092; 14111), by striking
“1201(a) of the Higher Education Act of 1965 (20 U.S.C. 1141(a))” and in-
serting “101(a)(1) of the Higher Education Act of 1965”; and

(B) in section 30401(b) (42 U S.C. 13791(b)), by striking “a_public”
through “that Act” and inserting “an elementary school as defined in sec-
tion 14101(14) of the Elementary and Secondary Education Act of 1965, and
a secondary school as defined by section 14101(25) of such Act, which are
public institutions”.-

(39) SCHOOL-TO-WORK OPPORTUNITIES ACT OF 1994.—Section 4 of the School-
to-Work Opportunities Act of 1994 (20 U.S.C. 6103) is amended—

(A) in para Bh (11)BX)(viii), by striking “section 481(b)” and inserting
“section 101(a)(3)”; and

(l?) )(in) paragraph (12), by striking “section 481” and inserting “section
101(a)(2)”;

(40) NATIONAL AND COMMUNITY SERVICE ACT OF 1990.—SECTION 14%G) OF THE
NATIONAL AND COMMUNITY SERVICE ACT OF 1990 (42 U.S.C. 12604(G)) IS AMENDED
BY STRIKING “SECTION 481(A) OF THE HIGHER EDUCATION ACT OF 1965 (20 U.S.C.
1088(A))” AND INSERTING “SECTION 101(AX2) OF THE HIGHER EDUCATION ACT OF
1965”.

SEC. 102. DEFINITIONS.

(a) INSTITUTION OF HIGHER EDUCATION.—Section 101 (as redesignated by section

101(a)(3) of this Act) is amended by striking subsections (a) and (b) and inserting
the following:
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“(1) IN GENERAL.—Subject to paragraphs (2) through (4) of this subsection:

“(A) PRINCIPAL CRITERIA—The term ‘institution of higher education’

means an educational institution in any State that—

“(i) admits as regular students only persons having a certificate of
graduation from a school providing secondary education, or the recog-
nized equivalent of such a certificate;

“(ii) is legally authorized within such State to provide a program of
education beyond secondary education;

“(iii) provides an educational program for which it awards a bach-
elor's degree or provides not less than a two-year program that is ac-
ceptable for full credit toward such a degree;

“(iv) is a public or other nonprofit institution; and

“(v) is accredited by a nationally recognized accrediting agency or as-
sociation, or if not so accredited, is an institution that has been granted
preaccreditation status by such an agency or association that has been
recognized by the Secretary for the tiranting of preaccreditation status,
and the Secretary has determined that there is satisfactory assurance
that the institution will meet the accreditation standards of such an
agency or association within a reasonable time.

“(B) ADDITIONAL INSTITUTIONS INCLUDED.—The term ‘institution of higher

education’ also includes—

“(i) any school that provides not less than a one-year program of
training to prepare students for gainful employment in a recognized oc-
cupation and that meets the provision of clauses (i), (ii), (iv), and (v)
of subparagraph (A); and

“(ii) a public or nonprofit private educational institution in any State
that, in lieu of the requirement in subparagraph (AXi), admits as regu-
lar students persons who are beyond the age of compulsory school at-
tendance in tﬁe State in which the institution is located.

“(C) LIST OF ACCREDITING AGENCIES.—For purposes of this subsection, the

Secretary shall publish a list of nationally recognized accrediting agencies
or associations that he determines, pursuant to subpart 2 of part H of title
IV of this Act, to be reliable authority as to the quality of the education
or training offered.

“(2) DEFINITION FOR PURPOSES OF TITLE IV PROGRAMS.—

Q

ERIC
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“(A) INCLUSION OF ADDITIONAL INSTITUTIONS.—Subject to subparagraphs

(B) through (D) of this paragraph, the term ‘institution of higher education’
for purposes of title IV of this Act includes, in addition to the institutions
covered by the definition in paragraph (1) of this subsection—

“(i) a proprietary institution of higher education;

“(ii) a postsecondary vocational institution; and

“(iii) only for the purposes of part B of title IV, an institution outside
the United States that is comparable to an institution of higher edu-
cation as defined in paragraph (1) of this subsection and that has been

a) vaed by the Secretary for the purpose of part B of title IV.

“(Bf NSTITUTIONS OUTSIDE THE UNITED STATES.—

“i) For the Purpose of qualifying as an institution under subpara-
graph (A)iii) of this paragraph, the Secretary shall establish criteria by
regulation for the approval of institutions outside the United States
and for the determination that such institutions are comparable to an
institution of higher education as defined in paragraph (1) of this sub-
section. In the case of a graduate medical school outside the United
States, such criteria shall include a requirement that a student attend-
ing a graduate medical school outside the United States is ineligible for
loans made, insured, or guaranteed under part B of this title unless—

“(IXaa) at least 60 percent of those enrolled and at least 60 per-
cent of the graduates of the graduate medical school outside the
United States were not persons described in section 484(a)5) in
the year preceding the year for which a student is seeking a loan
under part B of title IV; and

“(bb) at least 60 percent of the individuals who were students or

aduates of the graduate medical school outside the United States
both nationals o?r the United States and others) taking the exami-
nations administered by the Educational Commission for Foreign
Medical Graduates received a passing score in the year preceding
It{lfe year for which a student is seeking a loan under part B of title
; or

11
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“(II) the institution’s clinical training program was approved by
a State as of January 1, 1992.

“(ii) For the purpose of qualifying as an institution under subpara-
graph (A)(iii) op this paragraph, the Secretary shall establish an advi-
sory panel of medical experts that shall—

“(I) evaluate the standards of accreditation applied to applicant
foreign medical schools; and
“(1I) determine the comparability of those standards to standards
for accreditation applied to United States medical schools.
If such accreditation standards are determined not to be comparable,
the foreign medical school shall be required to meet the requirements
of Parag;aph (1) of this subsection.

“(iii) The failure of an institution outside the United States to pro-
vide, release, or authorize release to the Secretary of such information
as may be required by clause (i) of this subparafgra h shall render such
institution ineligible for the purpose of part B of title IV.

- “(iv) If, pursuant to this subparagraph, an institution loses eligibility
to participate in the programs under title IV, then a student enrolled
at such institution may, notwithstanding such loss of eligibility, con-
tinue to be eligible to receive a loan under part B while attending such
institution for' the academic year succeeding the academic year in
which such loss of eligibility occurred. o

“(C) LIMITATIONS BASED ON COURSE OF STUDY OR ENROLLMENT.—An insti-
tution shall not be considered to meet the definition of an institution of
higher education in subparagraph (A) of this paragraph if such institu-
tion— '

“(i) offers more than 50 percent of such institution’s courses by cor-
respondence, unless the institution.is an institution that meets the def-
inition in section 521(4)(C) of the Carl D. Perkins Vocational and Ap-
plied Technology Education Act; -/

“(ii) enrolls 50 percent or more of its students in/correspondence
courses, unless the institution is an institution that meets the defini-
tion in such section, except that the Secretary, at the request of such
institution, may waive the applicability of this clause to such institu-
tion for good cause, as determined by the Secretary in the case of an
institution of higher education that provides a 2-year or 4-year program
of instruction for which the institution awards an associate or bacca-
laureate degree; . . ]

“(iii) has a student enrollment in which more than 25 percent of the
students are incarcerated, except that the Secretary may waive the pro-
hibition of this clause for a nonprofit institution that provides a 4-year
or a 2-year program of instruction (or both) for which it awards a bach-
elor’s or associate’s degree or diploma, respectively; or

“(iv) has a student enrollment in which more than 50 percent of the
students do not have a high school diploma or its recognized equivalent
and does not provide a 4-year or a 2-year program of instruction (or

- both) for which it -awards a bachelor’s or associate’s degree, respec-
tively, except that the Secretary may waive the limitation contained in
this clause if a nonprofit institution demonstrates to the satisfaction of
the Secretary that it exceeds such limitation because it serves, through
contracts with Federal, State, or local government agencies, significant
numbers of students who do not have a high school diploma or its rec-
ognized equivalent.

“(D) LIMITATIONS BASED ON MANAGEMENT.—An institution shall not-be
considered to meet the definition of an institution of higher education in
subparagraph (A) of this paragraph if—

“(1) tf)e institution, or an affiliate of the institution that has the
power, by contract or ownership interest, to direct or cause the direc-
tion of the management or policies of the institution, has filed for bank-
ru}‘)tcy; or

(ii) the institution, its owner, or its chief executive officer has been
convicted of, or has pled nolo contendere or guilty to, a crime involving
the acquisition, use, or expenditure of funds under title IV, or has been
jugiciﬁl y determined to have committed fraud involving funds under-
title IV.

“(E) CERTIFICATION.—The Secretary shall certify an institution’s quali-
fication as an institution of higher education in accordance with the re-
quirements of subpart 2 of part H. .
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“(F) LOSS OF ELIGIBILITY.—An institution of higher education shall not be
‘considered to meet the definition of an institution of higher education in
sub aragraph (A) of this paragraph if such institution is removed from eli-
gibi?ity or funds under title IV as a result of an action pursuant to part

H of title IV. )

“(3) PROPRIETARY INSTITUTION OF HIGHER EDUCATION.—
“(A) PRINCIPAL CRITERIA.—For the purpose of this subsection, the term
‘proprietary institution of higher education’ means a school that—

“(i;:ljorovides an eligib%e program of training to prepare students for
gainful employment in a recognized occupation;

“(ii) meets the requirements of clauses (i) and (ii) of paragraph (1)(A)
of this subsection;

“(iii) does not meet the requirement of clause (iv) of paragraph (1)(A)
of this subsection;

“(iv) is accredited by a nationally recognized accrediting agency or as-
sociation approved by the Secretary pursuant to part H of title IV:

“(v) has been in existence for at least 2 years; and

“(vi) has at least 15 percent of its revenues from sources that are not
derived from funds provided under title IV, as determined in accord-
ance with regulations prescribed by the Secretary.

In determining such 15 percent of revenues for purposes of clause (vi),

funds from Erograms of education and training that do not meet the defini-

tion of an eligible program in section 481(b), but are provided on a contrac-
tual basis under Federal, State, or local training programs, or under spe-
cialized business and industry training requests, shall be counted.

“(B) ADDITIONAL INSTITUTIONS.—The term ‘proprietary institution of high-
er education’ also includes a proprietary educational institution in any
.State that, in lieu of the requirement in clause (i) of para%raph (1)(A) of
this subsection, admits as regular students persons who are eyond the age
of c(:impulsory school attendance in the State in which the institution is lo-
cated.

“(4) POSTSECONDARY VOCATIONAL INSTITUTION.—

“(A) PRINCIPAL CRITERIA.—For the purpose of this subsection, the term
‘postsecondary vocational institution’ means a school that—

“(i) provides an eligible program of training to prepare students for
gainful employment in a recognized occupation;

“(ii) meets the requirements of clauses (i), (ii), (iv), and (v) of para-
graph (1)XA) of this subsection; and

“(iii) has been in existence for at least 2 years.

“(B) ADDITIONAL INSTITUTIONS.—The term ‘postsecondary vocational insti-
tution also includes an educational institution in any State that, in lieu of
the requirement in clause (i) of paragraph (1)(A) of this subsection, admits
as regular students persons who are beyond the age of compulsory school
attendance in the State in which the institution is located.

“(b) STATE; FREELY ASSOCIATED STATES.—

(1) STATE.—The term.‘State’ includes, in addition to the several States of the
Union, the Commonwealth of Puerto Rico, the District of Columbia, Guam,
American Samoa, the Vir%'in Islands, the Commonwealth of the Northern Mari-
ana Islands, and the Freely Associated States.

“(2) FREELY ASSOCIATED STATES.—The term ‘Freely Associated States’ means
the Republic of the Marshall Islands, the Republic of Palau, and the Federated
States of Micronesia.”.

(b) CONFORMING AMENDMENTS.— ’

(1) Section 481 (20 U.S.C. 1088) is amended—
(A) by striking subsections (a), (b), and (c); and
(B) by redesignating subsections (d) through (f) as subsections (a) through
(c), respectively.

(2) Each of the following provisions are amended by striking “section 481” and
inserting “section 101(a)(2)”: sections 435(a)(1), 487(d), and 496(j) and (k).

(3) Section 498(i) (20 U.S.C. 1099¢) is amended by striking “section 481 (other
than the requirements in subsections (b)(5) and (c)3))” and inserting “section
101(a) (other than the requirements in paragraphs (3)(A)v) and (4)(A)(ii))”.

(4) Section 498(j) is amended by striking “sections 481(b)(5) and 481(c)(3)” and
inserting “paragraphs (3)(A)(v) and (4)(A)(iii) of section 101(a)".

(5) Section 105(b) (as redesignated by section 101(a)(3)(D)) is amended by add-
irflg at the end the foIIOWing new sentence: “This subsection shall cease to be
eftective on October 1, 2001.”.

RIC 3.
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SEC. 103. REGULATORY REFORM.
Title I is amended by adding at the end the following new section:

“SEC. 112. REGULATORY REFORM.

“(a) BIENNIAL REVIEW OF REGULATIONS.—In every even-numbered year (beginning
with 1998), the Secretary—

“(1) shall review all regulations issiied under title IV of the Higher Education
Act of 1965 in effect at the time of the review that apply to the operations or
activities of any participant in those programs; and

(2) shall determine whether any such regulation is no longer necessary in the
public interest.

“(b) EFFECT OF DETERMINATION.—The Secretary shall repeal, consolidate, sim-
plify, or otherwise modify any regulation the Secretary determines to be no ionger
necessary in the public interest. .

“(c) REPORT TO CONGRESS.—The Secretary shall report to the Congress any legis-
lative changes necessary to permit regulatory simplification under this section.”.

PART B—PERFORMANCE-BASED ORGANIZATION FOR
ngH]’BI‘EBI;:(I)‘IE]VERY OF FEDERAL STUDENT FINANCIAL AS-

SEC. 111. PERFORMANCE-BASED ORGANIZATION FOR THE DELIVERY OF FEDERAL STUDENT
FINANCIAL ASSISTANCE. i
Title I (as amended by gart A of this title) is amended—
(1) by striking the heading of such title and inserting the following:

“TITLE I—GENERAL AND ADMINISTRATIVE
: ‘PROVISIONS

“PART A—GENERAL PROVISIONS”; -

and ’
(2) by adding at the end the following new part:

“PART B—ADMINISTRATIVE PROVISIONS FOR
DELIVERY OF STUDENT FINANCIAL ASSISTANCE

“SEC. 131. PERFORMANCE-BASED ORGANIZATION FOR THE DELIVERY OF FEDERAL STUDENT
FINANCIAL ASSISTANCE. .
“(a) ESTABLISHMENT AND PURPOSE.— :

“(1) ESTABLISHMENT.—There is established in the Department a Performance-
Based Organization (hereafter referred to as the ‘PBO’) which shall be a dis-
crete management unit responsible for managing the information systems sup-
porting the programs authorized under title IV of this Act, as specified in sug-
section (b).

“(2) PURPOSES.—The purposes of the PBO are—

“(A) to improve the level of service to students and participants in the

pro, s; .
“( g) to reduce the costs of administerin%vthe Federal student financial as-
sistance programs authorized under title IV;
“(C) to increase the accountability of the officials responsible for admin-
istering the operational aspects of these programs;
“(D) to provide greater flexibility in the management of the operational
functions of the Federal student financial assistance programs;
“(E) to integrate the information systems supporting the Federal student
financial assistance programs; and .
“(F) to implement an open, common, integrated system for the delivery
of student financial assistance under title IV.
“(b) AUTHORITY.—

“(1) AUTHORITY OF SECRETARY.— Notwithstanding any other provision of this
Act, the Secretary shall maintain responsibility for the development and pro-
mulgation of policy relating to the Frograms of student financial assistance
under title IV. In the exercise of its functions, the PBO shall be subject to the
direction of the Secretary. The Secretary shall— i

Q
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“(A) request the advice of, and work in cooperation with, the Chief Oper-
ating Officer in developing regulations, policies, administrative guidance, or
procedures affecting the information systems administered by the PBO, and
other functions performed by the PBO;

“(B) request cost estimates from the Chief Operating Officer for system
changes required by specific policies %?#osed by the Secretary; )

“(C% consider the Chief Operating cer's comments and estimates prior

I.lo finalizing such regulations, policies, administrative guidance, or proce-

ures;

“(D) assist the Chief Operating Officer in identifying goals for the admin-
istration and modernization of tie delivery system for student financial as-
sistance under title IV; and

“(E) if necessary, arrange for additional funding to ensure that the PBO
can efficiently perform its functions.

“(2) FUNCTIONS.—The PBO shall carry out the followin% functions:

“(A) All aspects of contracting for the data and information systems sup-
porting student financial assistance under title IV, including the oper-
ational administration of the William D. Ford Federal Direct Loan Pro-
gram, but not including the development of policy relating to such pro-

ams.

“(B) The administrative, accounting, and financial management functions
of the delivery system for Federal student assistance, inclu inﬁ—

“(i) the collection, processing and transmission of applicant data to
students, institutions and authorized third parties, as provided for in
section 483;

“(ii) technical specifications for software development and systems
supporting the delivery of student financial assistance under title IV;

(1ii) information tec nology and systems infrastructure related to the
delivery and management of student financial assistance under title IV;

“(iv) all software and hardware acquisitions and all information tech-
nology contracts related to the delivery and management of student fi-
‘nancial assistance under title IV; and

“(v) all customer service, training and user support related to the
functions described in clauses (i) through (iv).

“(C) Annual development of a budget for the operations and services of
the PBO, in consultation with the Secretary, and for consideration and in-
clusion in the Department’s annual budget submission.

“(D) Annual development of goals, in consultation with the Secretary, for
the administration and modernization of the system for delivery of student
financial assistance under title IV.

“(E) Other functions proposed by the Secretary, and agreed to by the
Chié:f Operating Officer as are not inconsistent with the functions of the

B

“(3) INDEPENDENCE.—In carrying out its functions, the PBO shall exercise
independent control of its budget allocations and expenditures, personnel deci-
sions and processes, procurements, and other administrative and management
functions.

“(4) REVIEW OF PBO.—The PBO shall be subject to the usual and customary
Federal audit procedures, and be subject to review by the Inspector General of
the Department.

“(c) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of funding the adminis-
trative costs incurred by the PBO in administering systems supporting programs
under this Fart, there are authorized to be appropriated such sums as may be nec-
essary for fiscal year 1999 and each of the 4 succeeding fiscal years, except that
funds authorized under section 458 shall be made available to the PBO by the Sec-
retary for administrative costs authorized to be funded under that section.

“(d) ORGANIZATIONAL REPORTS.—

“(1) PERFORMANCE PLAN.—Within 6 months of the hiring of the Chief Operat-
ing Officer, and every 12 months thereafter, the Secretary and the Chief Oper-
ating Officer of the Department shall develop a performance plan for the PBO
that establishes measurable goals and objectives for the organization. In devel-
oging this performance plan, the Secretary and the Chief Operating Officer
shall consult with the Committee on Education and the Workforce of the House
of Representatives, the Committee on Labor and Human Resources of the Sen-
ate, and the Advisory Committee on Student Financial Assistance. The perform-
ance plan shall include a concise statement of goals for a modernized system

~ for the delivery of student financial assistance under title IV and identify action

steps necessary to achieve such goals. Such goals shall be used in evaluating
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the gfx('fz'(;nnance of the Chief Operating Officer and the PBO pursuant to para-
grap .

“(2) ANNUAL ACCOUNTABILITY REPORT.—The Chief Operating Officer shall pre-
pare and submit an annual accountability report to the Secretary and the Com-
mittee on Education and the Workforce of the House of Representatives and the
Committee on Labor and Human Resources of the Senate. The accountability
report shall include—

“(A) an independent financial audit of the expenditures of both the PBO
and programs administered by it;

“(B) financial and performance requirements applicable to the PBO under
the Chief Financial Officer Act of 1990 and the Government Performance
and Results Act of 1993; _

“(C) the results achieved by the PBO during the year relative to the goals
established in the organization’s performance plan;

“(D) the results of the evaluations of performance of the Chief Operating
Officer and senior managers under subsections (e)(2) and (f)2), including

"the amounts of bonus compensation awarded to these individuals;

“(E) a discussion of the effectiveness of coordination between the PBO
and the Secretary; .

“(F) recommendations for legislative and regulatory changes to improve
service to students and their families, and to or improve program efficiency
and integrity; and . . .

“(G) other such information as the Director of the Office of Management
and Budget shall prescribe for performance based organizations.

“(e) CHIEF OPERATING OFFICER.— :

“(1) IN GENERAL.—The management of the PBO shall be vested in a Chief Op-
erating Officer who shall be appointed by the Secretary to a 5-year term and
compensated without regard to chapters 33, 51, and 53 of title 5, United States
Code. The Secretary shall appoint the Chief Operating Officer within 6 months
of the date of enactment of this-part. The Secretary shall consult with the
Chairmen of the Committee on Education and the Workforce of the House of
Representatives and the Committee on Labor and Human Resources of the Sen-
ate prior to making an appointment. The appointment shall be made on the
basis of demonstrated management ability and expertise in information tech-
nology, including extensive experience in the financial services industry, and
without regard to political affiliation or activity. The Secretary may reappoint
the Chief Operating Officer to subsequent terms so long as the performance of
the Chief Operating Officer, as set forth in the performance agreement, is satis-
factory or better. Tge Chief Operating Officer may be removed by—

“(A) the President; or
. “B) the Secretal?, for misconduct or failure to meet performance goals
set forth in the performance agreement in paragraph (2).

- The President or Secretary shall communicate the reasons for any such removal

to the appropriate committees of Congress. .

“(2) PERFORMANCE AGREEMENT.—The Secretary and the Chief Operating Offi-
cer shall enter into an annual performance agreement which shall set forth
measurable organization and individual goals for the Chief Operating Officer in
key operational areas. The agreement sﬁall be subject to review and renegoti-
ation at the end of each term. The final agreement shall be transmitted to the
Committee on Education and the Workforce of the House of Representatives
and the Committee on Labor and Human Resources of the Senate, and made
publicly available. . ' .

“(3) COMPENSATION.—The Chief Operating Officer is authorized to be paid at
an annual rate of basic pay not to exceed the maximum rate of basic pay for
the Senior Executive Service under section 5382 of title 5, United States gode,
including any applicable locality-based comparability payment that may be au-
thorized under section 5304(h)(2)(B) of such title 5. In addition, the Chief Oper-
ating Officer may receive a bonus in an amount up to, but not in excess of, 50
percent of such annual rate of basic pay, based upon the Secretary’s evaluation
of the Chief Operating Officer’s performance in relation to the performance
goals set forth 1n the performance agreement described in paragraph (2). Pay-
ment of a bonus under this paragraph may be made.to the Chief Operating Offi-
cer only to the extent that such payment does not cause the Chief Operating
Officer’s total a%g:egate compensation in a calendar year to equal or exceed the
émémnt of the President’s salary under section 102 of title 3, United States

ode.

“(f) SENIOR MANAGEMENT.—
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“(1) IN GENERAL.—The Chief Operating Officer may appoint up to 5 senior
managers as may be necessary without regard to the provisions of title 5,
United States Code, governing appointments in the competitive service, and
who may be paid without regard to the provisions of chagter 51 and subchapter
II of chapter 53 of such title relating to classification and General Schedule pay
rates.

‘“(2) PERFORMANCE AGREEMENT.—The Chief Operating Officer shall enter into
an annual performance agreement with each senior manager appointed under
this subsection which shall set forth measurable organization and individual
goals in key operational areas. The agreement shall be subject to review and
renegotiation at the end of each term. :

“(3) COMPENSATION.—The Chief Operating Officer is authorized to pay senior
managers at an annual rate of basic paEy not to exceed 75 percent of the maxi-
mum rate of basic pay for the Senior Executive Service under section 5382 of
title 5, United States Code, including any applicable locality-based comparabil-
ity payment that may be authorized under section 5304(h)X2)(C) of such title 5.
In addition, a senior manager may receive a bonus in an amount up to, but not
in excess of, 50 percent of such annual rate of basic pay, based upon the Chief
Operating Officer’s evaluation of the manager's performance in relation to the
perfohrr?f;nce goals set forth in the performance agreement described in para-

aph (2). :

“(g) PERSONNEL FLEXIBILITY.—

“(1) PERSONNEL CEILINGS.—The PBO shall not be subject to any ceiling relat-
ing to the number or grade of employees.

“(2) ADMINISTRATIVE FLEXIBILITY.—The Chief Operating Officer shall work
with the Office of Personnel Management to develop and implement personnel
flexibilities in staffing, classification, and pay that meet the needs of the PBO,
subject to compliance with title 5, United States Code.

“(h) ESTABLISHMENT OF A FAIR AND EQUITABLE SYSTEM FOR MEASURING STAFF
PERFORMANCE.—The PBO shall establish an annual performance management sys-
tem, subject to compliance with title 5, United States Code and consistent with ap-
¥1icable provisions of law and regulations, which strengthens the organizational ef-
ectiveness of the PBO by providing for establishing goals or objectives for individ-
ual, group, or organizational performance (or any combination thereof), consistent
with the performance plan of the PBO and its performance planning procedures, in-
cluding those established under the Government Performance and Results Act of
1993, and communicating such goals or objectives to employees.

“(i) PROCUREMENT FLEXIBILITY.—

“(1) IN GENERAL.—Except as provided in this subsection, the PBO shall abide
by all applicable Federa grocurement laws and regulations when procuring
property and services. The PBO shall—

“(A) enter into contracts for information systems supporting the programs
a;x)%;)tizeg under title IV to carry out the functions set forth in subsection
; an
“(B) obtain the services of experts and consultants without regard to sec-
tion 3109 of title 5, United States Code and set pay in accordance with such
section. .

“(2) PERFORMANCE BASED SERVICING CONTRACTS.—The Chief Operating Offi-
cer shall, to the extent practicable, maximize the use of performance based serv-
icing contracts, consistent with guidelines for such contracts published by the
Office of Federal Procurement Policy, to achieve cost savings and improve serv-

ice.

“(3) FEE FOR SERVICE ARRANGEMENTS.—The Chief Operating Officer shall, to
the extent practicable and consistent with the purpose of the PBO, utilize serv-
ices available outside of the Federal Government in the delivery of Federal stu-
dent financial assistance. To achieve this purpose, the PBO is authorized to pay
fees to an organization that are equivalent to those paid by other entities for
such services, if the Chief Operating Officer determines that such organization
currently provides an information system or service that meets the require-
ments of the PBO.

“G) Focys Grours.—To facilitate information sharing and customer involvement,
the Chief Operating Officer may establish focus groups composed of students, insti-
tutions, and other participants in the programs authorized by title IV to provide ad-
vice on student aid delivery matters.

“SEC. 132. ADMINISTRATIVE SIMPLIFICATION OF STUDENT AID DELIVERY.

“(a) IN GENERAL.—The Secretary, and the Chief Operating Officer shall improve
the efficiency and effectiveness of the student aid delivery system by encouraging
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and participating in the establishment of voluntary consensus standards and re-

-quirements for the electronic transmission of information necessary for the adminis-

tration of programs under title IV.

“(b) ADOPTION OF VOLUNTARY CONSENSUS STANDARDS.—Except with respect to the
common financial reporting form under section 483(a), the Secretary shall adopt vol- .
untary consensus standards for transactions required under title IV, and common
data elements for such transactions, to enable information to be exchanged elec-
tronically between systems administered by the Department and among participants
in the Federal student aid delivery system.

“(c) REQUIREMENTS FOR ADOPTION OF VOLUNTARY CONSENSUS STANDARDS.—Any
voluntary consensus standard adopted under this section shall— .

“(1) be a standard that has been developed, adopted, or modified by a stand-
ard setting organization that is open to the participation of the various entities
engaged in the delivery of Federal student financial assistance; and

“(2) be consistent with the objective of reducinﬁ/the administrative costs of
delivering student financial assistance under title IV.

“(d) PARTICIPATION IN STANDARD SETTING ORGANIZATIONS.—

“(1) The Chief Operating Officer shall participate in the activities of standard
setting organizations in carrying out the provisions of this section.

“(2) The Chief Operating Officer shall encourage higher education groups
seeking to develop common forms, standards, and procedures in support of tge
delivery of Federal student financial assistance to conduct these activities with-
in a standard setting organization. :

“(3) The Chief Operating Officer may pay necessary dues and fees associated
with participating in standard setting organizations pursuant to this subsection
from funds available under subsection (j).

- “(e) PROCEDURES FOR ADOPTION AND IMPLEMENTATION OF VOLUNTARY CONSENSUS
STANDARDS.—In adopting voluntary consensus standards and implementation time-
tables under this section, including meodifications of existing standards, the Sec-
retary shall follow the procedures for negotiated rulemaking in section 492.

“(f) INITIAL VOLUNTARY CONSENSUS STANDARDS TO BE ADOPTED.—Through coordi-
nated participation between the Chief Operatinsg Officer and standard settinF orga-
nizations, the initial standards adopted by the Secretary shall include the following:

“(1) ELECTRONIC PERSONAL IDENTIFIER NUMBER.—The Secretary shall adopt
standards for a single electronic personal identifier number for students receiv-
ing assistance under title IV.

‘(2) ELECTRONIC SIGNATURE.—The Secretary, in coordination with the Sec-
retary of Commerce, shall adopt standards specifying procedures for the elec-
tronic' transmission and authentication of signatures with respect to trans-
actions requiring a signature under title IV.

“(3) SINGLE INSTITUTIONAL IDENTIFIER.—The Secretar{ shall adopt standards
for a single identifier for eligible institutions under title IV. '

“(g) USE OF CLEARINGHOUSES.—Nothing in this section shall restrict the abilit
of partici atin% institutions and lenders from using a clearinghouse to comply witﬁ
the standards for the exchange of information established under this section.

“(h) APPLICABILITY TO CURRENT SYSTEMS.—

“(1) GENERAL RULE.—Except as provided in paragraph (2) and (3), this section
shall apply to all Department of Education information systems supporting the
delivery of programs under title IV no later than 12 months from the date of
enactment of this part.

“(2) NATIONAL STUDENT LOAN DATA SYSTEM.—This section shall apply to sec-
&ons 485B(e) and (f) no later than 18 months after the date of enactment of

is part.

“(3) INTEGRATED POSTSECONDARY EDUCATION DATA SYSTEM.—The Secretary
shall coordinate the adoption of voluntary consensus standards under this sec-
tion to ensure that standards are compatible with the integrated postsecondary
education data system (IPEDS).

“(i) DATA SECURITY.—Any entity that maintains or transmits information under
a transaction covered by this section shall maintain reasonable and appropriate ad-
ministrative, technical, and physical safeguards— .

‘(1) to ensure the integrity and confidentiality of the information; and

“(2) to protect against any reasonably anticipated security threats, or unau-
thorized uses or disclosures of the information. -

“(j) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to be appropriated
in any fiscal year or made available from funds appropriated to carry out activities
in this section in any fiscal year such sums as may be necessary to carry out the
provisions of this section, except that if no funds are appropriated pursuant to this
subsection, the Secretary shall make funds available to carry out this section from
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amounts appropriated for the operations and expenses of the Department of Edu-
cation.
“(k) DEFINITIONS.—For purposes of this section:

‘(1) The term ‘voluntary consensus standard’ means a standard developed or
used by a standard setting organization accredited by the American National
Standards Institute. .

“(2) The term ‘standard setting organization’ means a standard setting orga-
nization accredited by the American National Standards Institute that develops
standards for information transactions, data elements, or any other standard
that is necessary to, or will facilitate, the implementation of this section.

“(3) For purposes of this section, the term ‘clearinghouse’ means a public or
private entity that processes or facilitates the processing of nonstandard data
elements into data elements conforming to standards adopted under this sec-
tion.”.

TITLE II-POSTSECONDARY EDUCATION
- - IMPROVEMENT PROGRAMS

SEC. 201. URBAN COMMUNITY SERVICE.

(a) DESIGNATION OF TITLE.—The Higher Education Act of 1965 is amended by in-
serting at the end of title I (20 U.S.C. 1001 et seq.) the following:

“TITLE II—POSTSECONDARY EDUCATION
IMPROVEMENT PROGRAMS”

(b) REDESIGNATION AND TRANSFER OF URBAN COMMUNITY SERVICE PROGRAM.—

(1) INTERNAL CROSS-REFERENCES.—Part A of title XI is amended—

(A) in section 1102(b), by striking “section 1104” and inserting “section
204”;

(B) in section 1104(12), by striking “section 1103(a)(2)B)” and inserting
“section 203(a)(2)(B)”; and .

(3C) in section 1108(1), by striking “section 1103” and inserting “section
203”.

(2) REDESIGNATION.—Part A of title XI (20 U.S.C. 1136 et seq.) is redesig-
nated as part A of title II, and sections 1101 through 1109 are redesignated as
sections 201 through 209.

(3) TRANSFER.—Part A of title II (including sections 201 through 209), as re-
designated by paragraph (2), is transferred to immediately follow the heading
inserted by subsection (a) of this section. : i

(4) REPEAL.—Part_B of title-XI (20 U.S.C. 1137 et seq.) and the heading of
title XI are repealed.

(c) ALLOWABLE ACTIVITIES.—Section 204 (as redesignated by subsection (b)(2)) is
amended by adding at the end the following new paragraph:

“(14) Improving access to technology in local communities.”.

(d) DESIGNATION OF URBAN ‘GRANT INSTITUTIONS.—Section 207 (as redesignated
by subsection (b)(2)) is amended by adding at the end the following new sentence:
“The information developed as a result of this section shall be made available to
Urban Grant Institutions and to any other interested institution of higher education
by any appropriate means, including the Internet.”.

(e) AUTHORIZATION OF APPROPRIATIONS.—Section 209 (as redesignated by sub-
section (b)(2)) is amended by striking “1993” and inserting “1999”.

SEC. 202. FUND FOR THE IMPROVEMENT OF POSTSECONDARY EDUCATION.

(a) REDESIGNATION AND TRANSFER OF PROGRAMS,—
(1) REDESIGNATION.—Part A of title X (20 U.S.C. 1135 et seq.) is redesignated
as part B of title II (as amended by section 201) and—
(A) sections 1001 through 1003 (20 U.S.C. 1135 et seq.) are redesignated
as sections 221 through 223; and
(B) section 1011 (20 U.S.C. 1135a-11) is redesignated as section 224. °
(2) TRANSFER.—Part B of title II (including sections 221 through 224), as re-
designated by paragraph (1), is transferred to follow part A of title II.
(3) REPEAL.—Section 1004 and parts B, C,.and D of title X (20 U.S.C. 1135a—
3, 1135e et seq.) and the heading of title X are repealed.
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(b) ENDOWMENT GRANTS.—Section 221(a) (as redesignated by subsection (a)(2)) is
amended—
(1) by striking “and” at the end of paragraph (7); :
(2) by striking the period at the end of paragraph (8) and inserting “; and”;

and

(3) by adding at the end the following new paragraph:

“(9) awarding an endowment grant, on a competitive basis, to a national orga-
nization to enable such organization to support the establishment or ongoing
work of area program centers that foster the development of local affiliated
chapters in high-poverty areas to improve graduation rates and postsecondary
attendance through the provision of academic support services and scholarship
assistance for the pursuit of postsecondary education.”.

(¢) SPECIAL PROJECTS.—Section 224 (as redesignated by subsection (a)(2)(B)) is
amended— Co

(1) by striking paragraphs (1), (2), and (3) of subsection (c) and inserting the
following:

“(1) institutional restructuring to improve learning and promote productivity,
efficiency, quality improvement, and cost and price control;

“(2) articulation agreements between two-year and four-year institutions;

*(3) evaluation and dissemination of model programs; and

“(4) international cooperation and student exchange among postsecondary
educational institutions.”; and

(2) by striking subsection (d).

(d) AUTHORIZATION OF APPROPRIATIONS.—

(1) COMBINATION OF SUBPARTS.—Part B of title II (as redesignated by sub-
section (a)) is amended by striking the subpart designations and headings.

(2) AUTHORIZATION.—Part B of title II (as so redesignated) is amended by
adding at the end the following:

“SEC. 225. AUTHORIZATION OF APPROPRIATIONS. _

“There are authorized to be appropriated to carry out this part $30,000,000 for
fiscal year 1999 and such sums as may be necessary for each of the 4 succeeding
fiscal years.”.

SEC. 203. GRANTS TO STATES FOR WORKPLACE AND COMMUNITY TRANSITION TRAINING FOR
INCARCERATED YOUTH OFFENDERS.

(a) REDESIGNATION AND TRANSFER OF PROGRAMS.— :

(1) REDESIGNATION.—Part E of title X (20 U.S.C. 1135g) is redesignated as
part C of title IT and section 1091 is redesignated as section 231.

(2) TRANSFER.—Part C of title II (including section 231), as redesignated by

- paragraph (1), is transferred to follow part B of title II (as amended by section

202 of this Act). . -

l(lb) REAUTHORIZATION.—Section 231(j) (as so redesignated) is amended to read as
follows: :

“() AUTHORIZATION OF APPROPRIATIONS.—There are authorized to be appropriated
to carry out this section $5,000,000 for fiscal year 1999 and such sums as may be
necessary for each of the four succeeding fiscal years.”.

SEC. 204. ADVANCED PLACEMENT FEE PAYMENT PROGRAM.

(a) REDESIGNATION AND TRANSFER OF PROGRAMS.—

(1) REDESIGNATION.—Part G of title XV of the Higher Education Amendments
of 1992 (20 U.S.C. 1170) is redesignated as part D of title II and section 1545
of such Act is redesignated as section 241.

(2) TRANSFER.—Part D of title II (including section 241), as redesignated by
paragraph (1), is transferred to follow part C of title II (as amended by section
203 of this Act).

(b) REAUTHORIZATION.—Section 241(f) (as so redesignated) is amended by striking
“1993” and inserting “1999”.
SEC. 205. TEACHER QUALITY ENHANCEMENT GRANTS.

Title II is further amended by adding at the end the following new part:

“PART E—TEACHER QUALITY ENHANCEMENT GRANTS

“SEC. 271. PURPOSE.
“The purposes of this part are—
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(1) to provide competitive grants to States for assistance in strengthening the
quality o? the teaching force by improving the academic knowledge of teachers
in the subject areas in which they teach; .

“(2) to hold institutions of higher education with teacher preparation pro-
srams accountable for preparing teachers who are highly competent in the aca-

emic content areas in which they plan to teach, including training in the effec-

tive uses of technologies in the classroom; and

“(3) to recruit high quality individuals, including individuals from other occu-
pation, into the teaching force. )

“SEC. 272. ELIGIBILITY.

“(a) APPLICATIONS.—To be eligible to receive a grant under this part, a Governor
shall, at the time of the initial grant a plication, submit an application to the Sec-
retary that meets the requirements of this part.

“(b) CONTENTS OF APPLICATION.—Such a;:f)lication shall include a description of
how the State intends to use funds provided under this part and such other infor-
mation and assurances as the Secretary mai require.

“(c) STATE AUTHORITY.—Nothing under this part shall be construed to negate or
supersede the legal authority, under State law of any State agency, State entity, or
State public official over programs that are under the jurisdiction of the agency, en-
tity, or official.

“SEC. 273. USE OF FUNDS.

“The Governor of a State that receives a grant under this subpart shall—
“(1) use a portion of such grant to carry out one or more of the following ac-
tivities: .

“(A) reforming State teacher certification requirements to ensure that
current and future teachers possess the necessary academic content knowl-
edge in the subject areas in which they are certified and assigned to teach;

“(B) providing prospective teachers alternatives to schools of education
through programs at colleges of arts and sciences or at nonprofit organiza-
tions;

“(C) funding programs which establish or expand alternative routes to
State certification for highlf' qualified individuals from other occupations;

“(D) developing and implementing effective mechanisms to expeditiously
remove incompetent or unqualified teachers; and

“(E) implementing reforms which hold institutions of higher education
with teacher preparation tﬁrograms accountable for preparing teachers who
are inghlz competent in the academic content areas in which they plan to
teach; an

“(2) use a portion of such grant to establish a lighthouse partnership consist-
ing of the Governor, an exemplary institution of higher etfucation which pre-
pares teachers, and a local educational agency and which may also consist of
other institutions of higher education, public charter schools, and public and
private nonprofit elementary and secondary schools, for the purpose of carrying
out one or more of the following activities:

“(A) creating opportunities for enhance and ongoing professional develop-
ment which improves the academic content knowledge of teachers in the
subject areas in which they are certified to teach or in which they are work-
ing toward certification to teach; )

‘(B) providing programs designed to implement the successful integration
of technology into teaching and learning; . ;

“(C) implementing reforms which hold institutions of higher education
with teacher preparation tgrco‘grams accountable for preparing teachers who
are highly competent in the academic content areas in which they plan to
teach;

“(D) reforming State certification requirements to ensure that current
and future teacﬁers possess the necessary academic content knowledge in
the subject areas in which they are certified to teach; and

“(E) recruiting minorities, and others, into the teaching and counseling
profession, including education paraprofessionals, former military person-
nel, and mid-career professionals, by providing financial and other assist-
ance related to instruction, induction, mentoring and support services.

“SEC. 274. COMPETITIVE AWARDS.

“(a) COMPETITIVE BASIS FOR AWARDS.—The Secretary shall make annual grants
under this part on a competitive basis.

“(b) PEER REVIEW PANEL.—The Secretary shall provide the applications submitted
by Governors under section 272 to a peer review panel for evaluation. With respect
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to each application, the peer review panel shall initially recommend the application
for funding or for disapproval.

“(c) PRIORITY.—In recommending applications to the Secretary, the panel shall
give priority to applications from States with proposals which promise initiatives to
reform State teacher certification requirements which are designed to ensure that
current. and future teachers possess the necessary academic content knowledge in
the subject areas in which they are certified to teach or which include innovative
reforms to hold institutions of higher education with teacher preparation programs
accountable for preparing teachers who are highly competent in the academic con-
tent-areas in which they plan to teach. )

“(d) RANKING OF APPLICATIONS.—With respect to each application recommended
for funding, the panel shall assign the application a rank, relative to other rec-
ommended applications, based on the priority described in subsection (c), the extent
to which the application furthers the purposes of this part, and the overall quality
of the application, based on the quality and scope of gtate-supported strategies to
improve quality of teacher preparation and their teaching force.

“(e) RECOMMENDATION OF AMOUNT.—With respect to each application rec-
ommended for funding, the panel shall make a recommendation to the Secretary
with respect to the amount ofp the grant that should be made.

“(f) SECRETARIAL SELECTION.— '

(1) IN GENERAL.—Subject to paragraph (2), the Secretary shall determine,
based on the peer review panel’s recommendations, which applications shall re-
ceive funding and the amounts of such grants. In determining grant amounts,
the Secretary shall take into account the total amount of funds available for all
grants under this part and the types of activities proposed to be carried out.

“(2) EFFECT OF RANKING BY PANEL.—In making grants under this part, the
Secretary shall select applications according to the ranking of the applications
by the peer review panel, except in cases where the Secretary determines, for

. good cause, that a variation from that order is appropriate.

“(g) MATCHING REQUIREMENT.—Each’ State receiving funds under this part shall
provide, from non-Federal sources, an amount equal to 1/2 of the amount of the
grant in cash or in kind to carry out the activities supported by the grant.

“(h) LIMITATION ON ADMINISTRATIVE EXPENSES.—X State that receives a grant
under this part may use not more than 2 percent of the grant funds for administra-
tive costs. . :

“(i) REPORTING.—

“(1) IN GENERAL.—A Governor that receives a grant under this section shall
submit an accountability report to the Secretary and the Committee on Edu-
cation and the Workforce of the House of Representatives and the Committee
on Labor and Human Resources of the Senate. Such reports shall include a de-
scription of the degree to which the State, in using these funds, has made sub-
stantial Xx‘o ess in meeting the following goals:

“(A) Raising the State academic standards required to enter the teaching
profession. ‘ .

“(B) Increasing the percentage of classes taught in core academic subject
areas by teachers fully certified by the State to teach in those subject areas.

“(C) Decreasing shortages of qualified teachers in poor urban and rural
areas. i’

“(D) Increasing opportunities for enhanced and ongoing professional de-
velopment which improves the academic content knowle ge of teachers in
the subject areas in which they are certified to teach or in which they are
working toward certification to teach,

“(2) ACCOUNTABILITY OF STATE INSTITUTION OF HIGHER EDUCATION.—Prior to
receiving funds under this part, a State shall demonstrate that at least 80 per-
cent of graduates of each of the exemplary institutions of higher education in
any partnership described in section 273(a)(2) who enter the field of teaching
pass all applicable State qualification assessments of new teachers, which must
include assessments of each prospective teacher’s subject matter knowledge in
the content area or areas in which the teacher provides instruction. Prior to
each subsequent receipt of funds under this part, such State shall demonstrate
that 70 percent of the graduates of each institution of higher education in the
‘State have met such goal and continue to progress to exceed such goal. Such
assessment shall be at least as rigorous as those in place on the date of enact-
ment of this Act and shall have qualifying scores no lower than those in place
on date of enactment of this Act.

*“(3) PROVISION TO PEER REVIEW PANEL.—The Secretary shall provide the re-
ports submitted under paragraph (1) to the peer review panel convened under
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subsection (b). The panel shall use such accountability report in recommending
applications for subsequent funding under this section.

“(j) TEACHERS QUALIFICATIONS PROVIDED TO PARENT UPON REQUEST.—Any local
educational agency that participates as an eligible applicant or partner under this
part shall maie available, upon request and in an understandable and uniform for-
mat, to any parent of a student attending any school in the local educational agency,
information regarding the qualifications of the students classroom teacher, both gen-
erally and with regard to the subject matter in which the teacher provides instruc-
tion.

“SEC. 275. LIMITATIONS.

“(a) FEDERAL CONTROL PROHIBITED.—Nothing in this part shall be construed to
permit, allow, encourage, or authorize any Federal control over any aspect of any
private, religious, or home school, whether or not a home school is treated as a pri-
vate school or home school under State law. This section shall not be construed to
bar private, religious, or home schools from participation in programs or services
under this part. )

“(b) No &MNGE IN STATE CONTROL ENCOURAGED OR REQUIRED.—Nothing in this
part shall be construed to encourage or require any change in a State’s treatment
of any private, religious, or home school, whether or not a home school is treated
as a private school or home school under State law. )

“(c) NATIONAL SYSTEM OF TEACHER CERTIFICATION PROHIBITED.—Nothing in this
part shall be construed to permit, allow, encourage, or authorize any national sys-
tem of teacher certification. .

“SEC. 276. AUTHORIZATION OF APPROPRIATIONS.

“(a) AUTHORIZATION.—There are authorized to be appropriated to carry out this
part, $18,500,000 for fiscal years 1999 and such sums as may be necessary for each
of the 4 succeeding fiscal years. .

“(b) TRANSITION.—Notwithstanding any other provision of law, the Secretary may
use funds :é)propriated under subsection (a) to complete awards under the original
grant period for projects that were funded under subpart 2 of part E of title V of
ﬂ;;i;sACt’ as in effect prior to enactment of the Higher Education Amendments of
1998.".

SEC. 206. ADDITIONAL REPEAL.
Title VIII (20 U.S.C. 1133 et seq.), relating to cooperative education, is repealed.

TITLE III—INSTITUTIONAL AID _

SEC. 301. STRENGTHENING INSTITUTIONS. ) . .
ed(a) PROGRAM PURPOSE; USE OF FUNDS.—Section 311 (20 U.S.C. 1057) is amend-

(1) in subsection (b)(2), by striking “or” at the end of subparagraph (A) and
inserting “and”;
(2) by amending paragraph (3) of subsection (b) to read as follows:

“(3) Special consideration shall be given to applications which propose, pursuant
to the institution’s plan, the use of funds for integrating computer technology into
institutional facilities to create smart buildings.”; and .

(3) by adding at the end the following new subsections:

“(c) AUTHORIZED ACTIVITIES.—Grants awarded under this section shall be used for
one or more of the following activities:

“(1) purchase, rental, or lease of scientific or laboratory equipment for edu-
cational purposes, including instructional and research purposes;

“(2)_construction, maintenance, renovation, and improvement in classrooms,
libraries, laboratories, and other instructional facilities; i

“(3) support of faculty exchanses, faculty develogment, and faculty fellowships
to assist In attaining advanced degrees in their field of instruction;

“(4) purchase of library books, periodicals, and other educational materials,
including telecommunications program material;

“(5) tutoring, counseling, and student service programs designed to improve
academic success;

“(6) funds management, administrative management, and acquisition of
equipment for use in strengthening funds management;

“(7) joint use of facilities, such as laboratories and libraries;

“(8) establishing or improving a development office to strengthen or improve
contributions from alumni and the private sector;
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“9) establishing or improving an endowment fund;

“(10) creating or improving facilities for Internet or other distance learning
academic instruction capabilities, including gurchase or rental of telecommuni-
cations technology equipment or services; an ,

“(11) other activities proposed in the application submitted pursuant to sub-
section (c) that—

“(A) contribute to carrying out the purposes of this section; and
“(B) are approved by the Secretary as part of the review and acceptance
of such application.
“(d) ENDOWMENT FUND LIMITATIONS.—

“(1) PORTION OF GRANT.—An institution may not use more than 20 percent
of its grant under this part for any fiscal year for establishing or improving an
endowment fund.

“(2) MATCHING REQUIRED.—An institution that uses any portion of its grant
under this part for any fiscal year for establishing or improving an endowment
fund shall provide an equal or greater amount for such purposes from non-Fed-
eral funds.

“(3) REGULATIONS.—The Secretary shall publish rules and regulations specifi-
gallg governing the use of funds for establishing or improving an endowment
un n

(b) ENDOWMENT FUND DEFINITION.—Section 312 (20 U.S.C. 1058) is amended by
addingEat the end the following new subsection:
“(g) ENDOWMENT FUND.—For the purpose of this part, the term ‘endowment fund’
means a fund that—
“(1) is established by State law, by an institution of higher education, or by
a foundation that is exempt from Federal income taxation;
“(2) is maintained for the purpose of generating income for the support of the
" institution; and
“(3) does not include real estate.”.
(c) DURATION OF GRANT.—Section 313 (20 U.S.C. 1059) is amended—
(1) in subsection (a), by inserting before the period at the end the following:
“, except that no institution shall be eligible to secure a subsequent 5-year grant
award under this part until two calendar years have elapsed since the expira-
tion of its most recent 5-year grant award”; and
(2) in subsection (b), by inserting “subsection (c) and a grant under” before
“section 354(a)(1)”.
(d) AppLICATIONS.—Title III is amended by striking section 314 (20 U.S.C. 1059a)
and inserting the following:

“SEC. 814. APPLICATIONS.

“Each eligible institution desiring to receive assistance under this part shall sub-
mit an application in accordance with the requirements of section 351.”.

(e) PROGRAM FOR TRIBALLY CONTROLLED COLLEGES AND UNIVERSITIES.—Section
316 (20 U.S.C. 1059c¢) is amended to read as follows:

“SEC. 316. AMERICAN INDIAN TRIBALLY CONTiIOLLED COLLEGES AND UNIVERSITIES.

“(a) PROGRAM AUTHORIZED.—The Secretary shall provide grants and related as-
sistance to American Indian Tribal Colleges and Universities to enable such institu-
tions to improve and expand their capacity to serve Indian students.

“(b) DEFINITIONS.—For the ﬁrposes of this section:

‘(1) The term ‘Indian’ has the same meaning as in section 2 of the Tribally
Controlled Community Colleges Act of 1978.

“(2) The term ‘Indian tribe’ has the same meaning as in section 2 of such Act.

“(3) The term ‘Tribal College or University’ has the meaning given the term
‘tribally controlled college or university’ in section 2 of such Act, and includes
tigginstitution listed in the Equity in Educational Land Grant Status Act of

4.

‘“(4) The term ‘institution of higher education’ means an institution of higher
education as defined by section 101(a)(1) of this Act, except that subparagraph
(A)(i) of such section shall not be applicable.

“(¢) AUTHORIZED ACTIVITIES.—Grants awarded under this section shall be used by
Tribal Colleges or Universities to assist such institutions to plan, develop, under-
take, and carry out authorized activities. Such authorized activities may include—

“(1) purchase, rental, or lease of scientific or laboratory equipment for edu-
cational purposes, including instructional and research purposes;

“(2) construction, maintenance, renovation, and improvement in classrooms,
libraries, laboratories, and other instructional facilities, including purchase or
rental of telecommunications technology equipment or services;
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“(3) support of faculty exchanges, faculty development, and faculty fellowships
to assist in attaining advanced degrees in their field of instruction;

*(4) academic instruction in disciplines in which American Indians are under-
represented;

‘(5) purchase of library books, periodicals, and other educational materials,
including telecommunications program material;

“(6) tutoring, counseling, and student service programs designed to improve
academic success;

“(7) funds management, administrative management, and acquisition of
equipment for use in strengthening funds management;

“(8) joint use of facilities, such as laboratories and libraries; -

“(9) establishing or improving a development office to strengthen or improve
contributions from alumni and the private sector;

“(10) establishing or enhancing a program of teacher education designed to
qualify students to teach in elementary or secondary schools, with a particular
emphasis on teaching American Indian children and youth, that shall include,
as part of such program, preparation for teacher certification; :

“(11) establishing community outreach programs which will encourage Amer-
ican Indian elementary and secondary students to develop the academic skills
and the interest to pursue postsecondary education;

“(12) establishing or improving an endowment fund; and

“(13) other activities proposed in the application submitted pursuant to this
subsection that—

“(A) contribute to carrying out the purposes of this section; and

“(B) are approved by the Secretary as part of the review and acceptance
of such application.

“(d) APPLICATION PROCESS.—

“(1) INSTITUTIONAL ELIGIBILITY.—To be_eligible to receive assistance under
this section, an institution shall be an institution which—

“(A) is an eligible institution under section 312(b);

“(B) is eligibi to receive assistance under the Tribally Controlled Com-
munity College Assistance Act of 1978 (Public Law 95-471); or ’

“(C) is eligible to receive funds under the Equity in Educational Land
Grant Status Act of 1994. i

‘(2) APPLICATION.—Any institution desiring to receive assistance under this
section shall submit an application to the Secretary at such time, and in such
manner, as the Secretary may by regulation reasonably require. Each such ap-
plication shall include—

“(A) a 5-year plan for improving the assistance provided by the Tribal
College or university to Indian students, increasing the rates at which In-
dian high school students enroll in higher education, and increasing overall
postsecondary retention rates for Indian students; and

“(B) such enrollment data and other information and assurances as the
Secretary may require to demonstrate compliance with subparagraphs (A)
and (B) of paragraph (1). .

“(3) SPECIAL RULE.—For the purposes of this part, no Tribal College or Uni-
versity which is eligible for ang receives funds under this section may concur-
rently receive other funds under this part or part B.”. :

SEC. 302. HISTORICALLY BLACK COLLEGES AND UNIVERSITIES.

(a) Uses OF FuNDS.—Section 323(a) (20 U.S.C. 1062(a)) is amended—
(1) by redesignating paragraph (12) as paragraph (13); and
(2) by inserting after paragraph (11) the following new paragraph:
“(12) Establishing or improving an endowment fund.”.
(b) LIMITATIONS.—Section 323(b) is amended by striking paragraph (3) and insert-
ing the following:
“(3)(A) An institution may not use more than 20 percent of its grant under this
part for any fiscal year for establishing or improving an endowment fund.
“(B) An institution that uses any portion of its grant under this part for any fiscal
year for establishing or improving an endowment fund shall provide an equal or
ater amount for such purposes from non-Federal funds.
“(C) The Secretary shall publish rules and regulations specifically governing the
use of funds for establishing or improving an endowment fund.”.
(c) PROFESSIONAL OR GRADUATE INSTITUTIONS.—
‘d(l) GENERAL AUTHORIZATION.—Section 326(a) (20 U.S.C. 1063b(a)) is amend-
ed—
(A) in paragraph (1), by inserting “in mathematics or the physical or nat-
ural sciences” after “graduate education opportunities”; and
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(B) in paragraph (2), by striking “except that” and all that follows and
inserting the following: “, except that no institution shall be required to
match any portion of the first $500,000 of its award from the Secretary.
After allocations are made to each_eligible institution under the funding
rules provided in subsection (f), the Secretary shall reallocate, on a pro rata
basis, any amounts which remain unallocated (by reason of the failure of
an institution to comply with the matching requirements of this paragraph)
among the institutions that have complied with such matching require-
ment.”.

(2) USE OF FUNDS.—Section 326(c) (20 U.S.C. 1063b(c)) is amended by striking
paragraphs (1) through (3) and inserting the following: :

“(I%Tqurchase, rental or lease of scientific or laboratory equipment for edu-
cational purposes, including instructional and research purposes;

“(2) construction, maintenance, renovation, and improvement in classroom, li-
brary, laboratory, and other instructional facilities used exclusively for the pur-
poses of this section, including purchase or rental of telecommunications tech-
nology equipment or services;

“(3) purchase of library books, periodicals, technical and other scientific jour-
nals, microfilm, microfiche, and other educational materials, including “tele-
communications program materials;

“(4) scholarships, fellowships, and other financial assistance for needy grad-
uate and professional students to permit their enrollment in and completion of
the doctoral degree in medicine, dentistry, pharmacy, veterinary medicine, law,
and the doctorate degree in the ]i;hysical or natural sciences, engineering, math-
ematicsé or other scientific disciplines in which African Americans are underrep-
resented;

“(5) establish or improve a development office to strengthen and increase con-
tributions from alumni and the private sector;

“(6) assist in the establishment or maintenance of an institutional endowment
to facilitate financial independence pursuant to section 331 of this title; and

“(7) funds and administrative management, and the acquisition of equipment,
including software, for use in strengthening funds management and manage-
ment information systems.”. o

(3) ELIGIBILITY.—Section 326(e) (20 U.S.C. 1063b(e)) is amended—

(A) in paragraph (1)

(i) by striking “include—" and inserting “are the following:”;
(ii) gy inserting “and other qualified I‘graduate programs” before the
semicolon at the end of subparagraphs () through (J);

(iii) by striking “and” at the end of subparagraph (0);

(iv) by inserting “University” after “Jackson State” in subparagraph

('v) by striking the period at the end of such subparagraph and insert-
ing a semicolon; and
vi) by inserting after such subparagraph the following new subpara-

aphs:
“(5)t Igorfolk State University qualified graduate program; and
“(R) Tennessee State University qualified graduate program.”; and
(B) by strikipg paragraphs (2) and (3) and inserting the following:

“(2) QUALIFIED GRADUATE PROGRAM.—For the purposes of this section, the
term ‘qualified graduate program’ means a graduate or professional program
that provides an accredited program of instruction in the physical or natural
sciences, engineering, mathematics, or other scientific discipline in which Afri-
can Americans are underrepresented and has students enrolled in such program
at the time of application for a grant under this section.

“(3) SPECIAL RULE.—Institutions that were awarded grants under this section
prior to October 1, 1998, shall continue to receive such grants, subject to the
availability of appropriated funds, regardless of the eligibility of the institutions
described in subparagraphs (Q) and (R) of paragraph (1).”; and

(C) in paragraph (4), by inserting before the period at the end the follow-
ing: “, except that the president or chancellor of the institution may decide
which graduate or professional school or qualified graduate program will re-
ceive funds under &e grant in any one fiscal year”.

(4) FUNDING RULE.—Section 326(f) (20 U.S.C. 1063b(f)) is amended—

(A) by striking “Of the amount appropriated” and inserting “Subject to
subsection (g), olg the amount appropriated”;

(B) in paragraph (1)—

(i) by striking “$12,000,000” and inserting “$26,000,000”; and
(ii) by striking “(A) through (E)” and inserting “(A) through (P)”.
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(C) by striking paragraph (2) and inserting the following: .

“(2) the next $1,000,000 in excess of $26,000,000 shall be available for the
purpose of making ‘grants to institutions or programs identified in subpara-
graphs (Q) and (R) of subsection (e)(1); and

“(3) if the amount appropriated exceeds $27,000,000, the Secretary shall de-
velop a formula for making allotments of such excess to each of the institutions
or programs identified in subparagraphs (A) through (R) using the following ele-
ments:

“(A) the number of students enrolled in the eligible institution’s profes-
sional or graduate school, or qualified graduate program which received
funding under this section in the previous year;

“(B) the average cost of education per student for all full-time graduate
or professional students (or the equivalent) enrolled in the eligible profes-
sional school, graduate school or doctoral students in the qualified graduate
program; and

“(C) the number of students who received their first professional or doc-
toral degree at the professional or graduate school or the qualified graduate
prt:igram in the preceding year for which the institution received funding
under this section.”.

(5) HOLD HARMLESS RULE.—Section 326 is further amended by adding at the
end the following new subsection:

“(g) HoLD HARMLESS RULE.—Notwithstanding (Faragraph (2) and (3) of subsection
(), no institution or qualified program identified in subsection (e)(1) that received
a grant for fiscal year 1998 and that is eligible to receive a grant in a subsequent
fiscal year shall receive a grant amount in any such subsequent fiscal year that is
less than the grant amount received for fiscal year 1998, unless the amount appro-
priated is not sufficient to provide such grant amounts to all such institutions and
programs.”. o

SEC. 303. MINORITY SCIENCE AND ENGINEERING IMPROVEMENT PROGRAM.

(a) AMENDMENT.—Title III (20 U.S.C. 1051) is amended—
(1) by redesignating part D as part E; and
(2) by inserting after part C the following new part:

“PART D--MINORITY SCIENCE AND ENGINEERING
IMPROVEMENT PROGRAM

“SEC. 341. PROGRAM AUTHORIZED.

“The Secretary shall, in accordance with the provisions of this part, carry out a
program of making grants to institutions of higher education that are designed to
effect long-range improvements in science and engineering education, and improve
support programs for minority students enrolled in science and engineering pro-
grams at predominantly minority institutions.

“SEC. 342. USE OF FUNDS.

“Funds appropriated for the purpose of this subpart may be made available for—

“(1) providing needed services to groups of minority institutions or providing
training for scientists and engineers from eligible minority institutions;

“(2) providing needed services to groups of institutions serving significant
numbers of minority students or providing training for scientists and engineers
from such institutions to improve their ability to train minority students in
science or engineering;

“(3) assisting minority institutions to impfove the quality of preparation of
thel:ir students for graduate work or careers in science, mathematics, and tech-
nology;

“(4) improving access of undergraduate students at minority institutions to
careers in the sciences, mathematics, and engineering;

“(5) improving access of minority students, particularly minority women, to
careers in the sciences, mathematics, and engineering;

“(6) improving access_for pre-college minority stugents to careers in science,
mathematics, and engineering through community outreach programs con-
ducted through colleges and universities eligible for support through the Minor-
ity Science and Engineering Improvement Programs;

“(7) disseminating activities, information, and educational materials designed
to address specific barriers to the entry of minorities into science and tech-
nology, and conducting activities and studies concerning the flow of underrep-
resented ethnic minorities into scientific careers;

Q
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“(8) supporting curriculum models to encourage minority student participa-
tion in research careers in science, mathematics, and technology; and

‘(9) improving the capability of minority institutions for self-assessment,
management, and evaluation of their science, mathematics, and engineering
programs and dissemination of their results.

“SEC. 343. ELIGIBILITY FOR GRANTS.

“The Secretary may make grants under this part to minority institutions (as de-
fined in section 347), organizations, and entities to enable them to carry out pro-
ms and activities authorized by this part: :
“(1)(A) institutions of higher education granting baccalaureate degrees; and
“(B) institutions of higher education granting associate degrees which—
“(i) have a curriculum including science or engineering subjects;
“(ii) apply jointly with institutions described in subparagraph (A); and
“(iii) have an articulation agreement with institutions described in sub-
2parag'raph (A) for its science or engineering students; and
“(2) consortia of—
“(A) institutions which have a curriculum in science or engineering;
“(B) graduate institutions which have a curriculum in science or engi-
neerin%;
“(C) Federal Education Research Centers;
‘(D) research laboratories of, or under contract with, the Department of

Energy;
“(ﬁ%y private organizations which have science or en%ineering facilities; or
“(F) quasi-governmental entities which have a significant scientific or en-
gineering mission;
to enable such institutions and consortia to carry programs and activities au-
thorized by this part. .
“SEC. 344. GRANT APPLICATION.

“(a) SUBMISSION AND CONTENTS OF APPLICATIONS.—An eligible applicant (as de-
termined under section 343) that desires to receive a grant under this part shall
submit to the Secretary an application therefor at such time or times, in such man-
ner, and containing such information as the Secretary may prescribe by regulation.
Such aPplication shall set forth—

“(1) a program of activities for carrying out one or more of the purposes de-
scribed in section 342 in such detail as will enable the Secretary to determine
the degree to which such program will accomplish such purpose or purposes;

an
“(2) such other policies, procedures, and assurances as the Secretary may re-
uire by regulation.

“(b) APPROVAL BASED ON LIKELIHOOD OF PROGRESS.—The Secretary shall approve
an application only if the Secretary determines that the application sets forth a pro-
gram of activities which are likely to make substantial progress toward achieving
the purposes of this part.

“SEC. 345. CROSS PROGRAM AND CROSS AGENCY COOPERATION.

“The Minority Science and Engineering Improvement Programs shall cooperate
and consult with other programs within tie Department and within Federal, State,
and private agencies which carry out programs to improve the quality of science,
mathematics, and engineering education.

“SEC. 346. ADMINISTRATIVE PROVISIONS. .

“(a) TECHNICAL STAFF.—The Secretary shall appoint, without regard to the provi-
sions of title 5 of the United States Code governing appointments in the competitive
service, not less than one technical employees with appropriate scientific and edu-
cational background to administer the programs under this part who may be paid
without regard to the provisions of chapter 51 and subchapter III of chapter 53 of
such title relating to classification and General Schedule pay rates.

“(b) PROCEDURES FOR GRANT REVIEW.—The Secretary shall establish procedures
for reviewing and evaluating grants and contracts made or entered into under such
programs. Procedures for reviewing grant applications, based on the peer review
system, or contracts for financial assistance under this title may not be subject to
any review outside of officials responsible for the administration of the Minority
Science and Engineering Improvement Program.

“SEC. 347. DEFINITIONS.

“For the purpose of this part—
“(1) The term ‘minority institution’ means an institution of higher education
whose enrollment of a single minority or a combination of minorities (as defined

Q
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in paragraph (2)) exceeds 50 percent of the total enrollment. The Secretary shall
verify this information from the data on enrollments in the higher education
general information surveys (HEGIS) furnished by the institution to the Office
or Civil Rights, Department of Education.

“(2) The term ‘minority’ means American Indian, Alaskan Native, Black (not
of Hispanic origin), Hispanic (including persons of Mexican, Puerto Rican,
Cuban, and Central or South American origin), Pacific Islander or other ethnic
group underrepresented in science and engineering.

“(3) The term ‘science’ means, for the purpose of this program, the biological,
engineering, mathematical, physical, behavioral, and social sciences, and history
an philosoghy of science; also included are interdisciplinary fields which are
comprised of overlapping areas among two or more sciences.”.

SEC. 304. GENERAL PROVISIONS.

(a) APPLICATIONS FOR ASSISTANCE.—Section 351(a) (20 U.S.C. 1066(a)) is amended
to read as follows:

“(a) APPLICATIONS.—

“(1) APPLICATIONS REQUIRED.~—Any institution which is eligible for assistance
under this title shall submit to the Secretary an application for assistance at
such time, in such form, and containing such information, as may be necessa
to enable the Secretary to evaluate its need for assistance. Subject to the ava;?:
ability of a;;propriations to carry out this title, the Secretary may approve an
application for a grant under this title only if the Secretary determines that—

“(A) the application meets the requirements of subsection (b);

“(B) the applicant is eligible for assistance in accordance with the part
of this title under which the assistance is sought; and

“(C) the applicant’s performance goals are sufficiently rigorous as to meet
the purposes of this title and the performance objectives and indicators for
this title established by the Secretary pursuant to the Government Per-

formance and Results Act.
“(2) PRELIMINARY APPLICATIONS.—In carrying out para%'raph (1), the Secretary
shall develop a preliminary application for use by eligible institutions applying
under part A prior to the submission of the grincipal agplication.”.
(b) CONTENTS OF APPLICATIONS.—Section 351(b) is amended—
(1) in Xaragraph (5)(A), by inserting “and the Government Performance and
Results Act” after “under this title”; and )
(2) in paragraph (6), by inserting before the semicolon the following: “, except
that for purposes of section 316, paragraphs (2) and (3) shall not apply”.
(c) WAIVERS.—Section 352(a) (20 U.S.C. 1067(a)) is amended—
(1) by striking “or” at the end of éyaragraph (5);
(2) by redesignating paragraph (6) as paragraph (7); and
(3) by inserting after paragr?f)h (5) the following new paragraph:
“(6) that is a tribally controlled community college as defined in the Tribally
Controlled Community College Act of 1978; or”.
d(d) APPLICATION REVIEW PROCESS.—Section 353(a) (20 U.S.C. 1068(a)) is amend-
ed—
" (1) in paragraph (2), by striking “Native American colleges and universities”
and inserting “Tribal Colleges and Universities™ and
(2) in paragraph (3)—
(A) by stnking subparagraph (A); and ) :
(B) by redesignating subparagraphs (B) and (C) as subparagraphs (A) and
(B), respectively.
(e) CONTINUATION AWARDS.—Part D of title III is amended by inserting after sec-
tion 354 (20 U.S.C. 1069) the following new section: .

“SEC. 355. CONTINUATION AWARDS.

“The Secretary shall make continuation awards under this title for the second and
succeeding years of a grant only after determining that the recipient is making sat-
isfactory progress in carrying out the grant.”.

d(f) AUTHORIZATION OF APPROPRIATIONS.—Section 360 (20 U.S.C. 1069f) is amend-
ed— .
(1) by striking subsection (a) and inserting the following:
“(a) AUTHORIZATIONS.— )

“(1) PART A.—(A) There are authorized to be aprropriated to carry out part
A (other that sections 316), $135,000,000 for fisca year 1999, and such sums
as may be necessary for each of the 4 succeeding fiscal years.

“(B) There are authorized to be appropriated to carry out section 316,
$10,000,000 for fiscal year 1999, and such sums as may be necessary for each
of the 4 succeeding fiscal years.
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“(2) PART B.—(A) There are authorized to be appropriated to ca out part
B (other than section 326), $135,000,000 for fiscal year 1999, and 51,;3. sums as
may be necessary for each of the 4 succeeding fiscal years.

“(B) There are authorized to be appropriated to carry out section 326,
$35,000,000 for fiscal year 1999, and such sums as may be necessary for each
of the 4 succeediniﬁscal years.

“(3) PART C.—There are authorized to be appropriated to carry out part C,
$10,000,000 for fiscal year 1999, and such sums as may be necessary for each
of the 4 succeediniﬁscal years.

“(4) PART D.—There are authorized to be appropriated to carry out Part D,
$10,000,000 for fiscal year 1999, and such sums as may be necessary for each
of the 4 succeeding fiscal years.”; and .

(2) by striking subsections (c), (d) and (e).

- TITLE IV—-STUDENT ASSISTANCE
PART A—GRANTS TO STUDENTS

SEC. 401. PELL GRANTS,

(a) EXTENSION OF AUTHORITY.—Section 401(a) (20 U.S.C. 1070a(a)) is amended—

(1) in paragraph (H)— . .

. (éi) by stnking “September 30, 1998” and inserting “September 30, 2004”;

an .
(B) by striking the second sentence; and -
(2) in paragraph (2), by striking “the disbursement system required by para-
graph (1)” and inserting “the disbursement of Federal Pell Grants”.
(b) AMOUNT OF GRANT.—Section 401(b)(2)(A) is amended to read as follows:
h“(ﬁ){)A) The amount of the Federal Pell Grant for a student eligible under this part

shall be—

(i) $4,500 for academic year 1999-2000,

-“(ii) $4,700 for academic year 2000-2001,

“(iii) $4,900 for academic year 2001-2002,

“(iv) $5,100 for academic year 2002-2003, and

“(v) $5,300 for academic year 2003-2004,
less an amount equal to the amount determined to be the expected family contribu-
tion with respect to that student for that year.”.

(c) RELATION OF MAXiMUM GRANT TO TUITION AND EXPENSES.—Section 401(b)(3)
is amended— .

(1) by striking “$2,400” each place it appears and inserting “$3,000”; and
(2) by adding at the end the following new subparagraph:

“(C) An institution that charged only fees in lieu of tuition as of January 31, 1997,
may include in its determination of tuition charged, fees that would normally con-
stitute tuition.”. .

(d) DEPENDENT CARE AND DISABILITY RELATED EXPENSES.—Section 401(b)3)(B) is
amended by striking “$750” and inserting “$1,500”. .

(e) INSTITUTIONAL INELIGIBILITY BASED ON DEFAULT RATES.—Section 401 is
amended by adding at the end the following new subsection:

“() INSTITUTIONAL INELIGIBILITY BASED ON DEFAULT RATES.—

“(1) IN GENERAL.—No institution of higher education shall be an eligible insti-
tution for purposes of this section if such institution of higher education is ineli-
Fible to participate in a loan program under this title as a result of a final de-
ult rate determination made by the Secretary under part B or D of this title,
or both, after the final publication of fiscal year 1996 cohort default rates.

“(2) SANCTIONS SUBJECT TO APPEAL OPPORTUNITY.—No institution may be sub-
ject to the terms of this subsection unless it has had the opportunity to appeal
its default rate determination under regulations issued by the Secretary for the
Federal Family Education Loan .or Federal Direct Loan Program, as applicable.
This subsection shall not apgly to an institution that was not participating in -
the loan programs authorized under part B or D of this title on the date of en-
actment of the Higher Education Amendments of 1998, unless the institution
subsequently participates in the loan programs.”.

(f) CONFORMING AMENDMENTS.—

(1) Section 400(a)(1) (20 U.S.C. 1070(a)1)) is amended by striking “basic edu-
cational opportunity grants” and inserting “Federal Pell Grants”.

. (2) The heading of subpart 1 of part A of title IV is amended to read as fol-
owS: .
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“Subpart 1—Federal Pell Grants”.

(3) Section 401 is amended—
(A) in the heading of the section, by striking “BASIC EDUCATIONAL
OPPORTUNITY” and inserting “FEDERAL PELL”;
(B) in subsection (a}3), by striking “Basic grants” and inserting “Grants”;
(C) by strikinf “basic grant” each place it appears and inserting “Federal
Pell Grant”; an )
(D) by striking “basic grants” each place it appears and inserting “Federal
Pell Grants”.
(4) Section 401(f)(3) is amended by striking “Education and Labor” and insert-
ing “Education and the Workforce”.
5) Section 452(c) (20 U.S.C. 1087b(c)) is amended by striking “basic grants”
and inserting “Federal Pell Grants”.
(6) Subsections (j)(2) and (kX3) of section 455 (20 U.S.C. 1087e) are each
amended by striking “basic grants” and inserting “Federal Pell Grants”.

SEC. 402. FEDERAL TRIO PROGRAMS. . )
(a) PROGRAM AUTHORITY; AUTHORIZATION OF APPROPRIATIONS.—

(1) é)egmﬂou OF GRANTS.—Section 402A(b)(2) (20 U.S.C. 1070a-11(b)(2)) is
amended—
(A) by striking subparagraph (A); : .
(B)dby striking the period at the end of subparagraph (B) and inserting
u; an n; .
(C) by redesignating subparagraph (B) as subparagraph (A); and
(D) by adding at the end the %:ﬁowing new subparagraph:
“(B) grants under section 402H shall be awarded for a period determined
by the Secretary.”. -
(2) MINIMUM GRANTS.—Section 402A(b)(3) is amended to read as follows:
“(3) MINIMUM GRANTS.—Unless the institution or agency requests a smaller
amount, individual grants under this chapter shall be no less than—
“(A) $170,000 for programs authorized by sections 402D and 402G;
“(B) $180,000 for programs authorized by sections 402B and 402F; and
“(C) $190,000 for programs authorized by sections 402C and 402E.".
(3) PROCEDURES FOR AWARDING GRANTS AND CONTRACTS.—Subsection (c) of
section 402A is amended to read as follows:

“(c) PROCEDURES FOR AWARDING GRANTS AND CONTRACTS.—

“(1) APPLICATION REQUIREMENTS.—An eligible entity that desires to receive a
grant or contract under this chapter shall submit an application to the Sec-
retary in such manner and form, and containing such information and assur-
ances, as the Secretary may reasonably require.

‘(2) PRIOR EXPERIENCE.—In making grants under this chapter, the Secretary
shall consider each applicant’s prior experience of service delivery under the
particular program for which funds are sought. The level of consideration given
the factor of prior experience shall not vary from the level of consideration given
such factor during fiscal years 1994 through 1997, except that grants made
under section 402H shall not be given prior experience consideration.

“(3) ORDER OF AWARDS; PROGRAM FRAUD.—(A) Except with respect to grants
made under sections 402G and 402H and as provided in subparagraph (B), the
Secretary shall award Srants-and contracts under this chapter in the order of
the scores received b, e application for such grant or contract in the peer re-
view process required under section 110 and adjusted for prior experience in ac-
cordance with paragraph (2) of this subsection.

“(B) The Secretary is not required to provide assistance to a program other-
wise eligible for assistance under this chapter, if the Secretary has determined
that such program has involved the fraudulent use of funds under this chapter.

“(4) PEER REVIEW PROCESS.—(A) The Secretary shall assure that, to the extent
practicable, members of groups underrepresented in higher education, including
African Americans, Hispanics, Native Americans, Alaska Natives, Asian Amer-
cans, Native American Pacific Islanders (including Native Hawaiians), are rep-
resented as readers of applications submitted under this chapter. The Secretary
shall also assure that persons from urban and rural backgrounds are rep-
resented as readers. .

“(B) The Secretary shall ensure that each application submitted under this
chapter is read by at least 3 readers who are not employees of the Federal Gov-

ernment (other than as readers of applications).
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program authorized under this chapter if the additional applications describe
programs serving different populations or campuses. .

“(6) COORDINATION WITH OTHER PROGRAMS FOR DISADVANTAGED STUDENTS.—
The Secretary shall encourage coordination of programs assisted under this
chapter with other programs for disadvantaged students operated by the spon-
soring institution or agency, regardless of the funding source of such programs.
The Secretary shall not limit an entity’s eligibility to receive funds under this
chapter because such entity sponsors a program similar to the program to be
assisted under this chapter, regardless of the funding source of such program.
The Secre shall permit the Director of a program receiving funds under this
chapter to administer one or more additional programs for disadvantaged stu-
dents operated by the sponsoring institution or agency, regardless of the fund-
ing sources of such programs. ]

“(7) APPLICATION STATUS.—The Secretary shall inform each entity operating
programs under this chapter regarding the status of their application for contin-
ued funding at least 8 months prior to the expiration of the grant or contract.
The Secretary, in the case of an entity that is continuing to operate a successful
program under this chapter, shall ensure that the start-up date for a new grant
or contract for such program immediately follows the termination of preceding
grant or contract so that no interruption of funding occurs for such successful
reapplicants. The Secretary shall inform each entity requesting assistance
under this cha&ter for a new program regarding the status of their application
at least 8 months prior to the proposed startup date of such program.”.

(4) AUTHORIZATION OF APPROPRIATIONS.—Section 402A(f) is amended—

(A) by striking “$650,000,000 for fiscal year 1993” and inserting
“$800,000,000 for fiscal year 1999”; and
(B) by strikin, everyﬂ!m,ing after the first sentence.

(b) TALENT SEARCH.—%ection 402B(b) (20 U.S.C. 1070a-12(b)) is amended—

(1) by striking paragraph (4) and inserting the following:

“(4) guidance on and assistance in secondary school reentry, entry to general
educational development (GED). programs, other alternative education programs
for secondary school dropouts, or postsecondary education;”; and

(2) in paragraph (8), by striking “parents” and inserting “families”.

(c) UPWARD BOUND.—Section 402C (20 U.S.C. 1070a-13) is amended-—

(1) in subsection (b)—

(A) in paragraph (2), by striking “personal counseling” and inserting
“counseling and workshops”;
(B) in paragraph (6)—
(i) by inserting “work-study and other” before “activities”; and
(ii) by inserting before the semicolon at the end the following: “, in-
cluding careers requiring a postsecondmt'}vl degree”;
" (C) in paragraph (9), by strilg?ﬁ “and” at the end;
( (l))) in J;aragraph (10), by striking “through (9)” and inserting “through
10)”; an
(E) by redesignating paragraph (10) as paragraph (11) and by inserting
‘after paragraph (9) the H)llowing new paragraph:

“(10) special services to enable veterans to make the transition to postsecond-
ary education; and”; and

(2) in subsection (c), by inserting “, other than a project a majority of the par-
ticipants in which are veterans,” after “this cha telB. )

(d) STUDENT SUPPORT SERVICES.—Section 402D(c)(6) (20 U.S.C. 1070a—14(c)(6)) is
amended by inserting before the period at the end the following: “and minimize the
student’s loan burden”.

(e) POSTBACCALAUREATE ACHIEVEMENT PROGRAM.—Section 402E (20 U.S.C.
1070a-15) is amended—'

(1) in subsection (c)(3), by inserting “or accepted in a graduate program” after
“degree program”; and

(2) in subsection (e)(1), by striking “$2,400” and inserting “$3,200”.

(f) STAFF DEVELOPMENT ACTIVITIES.—Section 402G(b) (20 U.S.C. 1070a-17(b)) is
amended b insertinﬁ after paragraph (3) the following new paragraph:

_ “(4) The use of appropriate educational technology in the operation of projects

assisted under this chapter.”.

(i) EVALUATION FOR PROJECT IMPROVEMENT.—Section 402H(b) (20 U.S.C. 1070a—
18(b)) is amended by adding at the end the following new sentence: “Such evalua-
tions shall also investigate the effectiveness of alternative and innovative methods
within Federal TRIO programs of increasing access to, and retention of, students
in postsecondary education.”. .

Q
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SEC. 403. NATIONAL EARLY INTERVENTION AND PARTNERSHIP PROGRAM.
ggg’tion 404G (20 U.S.C. 1070a~27) is amended by striking “1993” and inserting
‘1 " :

«

SEC. 404. REPEALS,
(a) REPEALS OF SUBPART 2 PROVISIONS.—The following provisions of subpart 2 of
part A of title IV are repealed:
(1) Chapter 3 (20 U.S.C. 1070a-31 et seq.).
(2) Chapter 4 (20 U.S.C. 1070a—41 et seq.).
(3) Chapter 5 (20 U.S.C. 1070a-51 et seq.).
(4) Chapter 6 (20 U.S.C. 1070a-61 et seq.).
(5) Chapter 7 (20 U.S.C. 1070a-71 et seq.).
(6) Chapter 8 (20 U.S.C. 1070a-81 et sew.
(b) SUBPART 8.—Subpart 8 of part A of title IV (20 U.S.C. 1070f) is repealed.
(c) CONFORMING AMENDMENT.—Section 400(b) (20 U.S.C. 1070(b)) is amended by
striking “subparts 1 through 8” and inserting “subparts 1 through 6”.

SEC. 403. ESTABLISHMENT OF NEW PROGRAMS.

Subpart 2 of part A of title IV is amended by inserting after chapter 2 (20 U.S.C.
1070a-81) the following new chapters:

“CHAPTER 3—HIGH HOPES FOR COLLEGE
“Subchapter A—21st Century Scholar Certificates

“SEC. 406A. 21ST CENTURY SCHOLAR CERTIFICATES.

“(a) FINDINGS.—The Congress makes the following findings:

“(1) Among low-income students who, despite high test scores, are not plan-
ning on attending college, nearly 60 percent cite an inability to afford school as
the reason.

“(2) About 80 percent of our 12th graders who are interested in continuing
their education after high school go on to college if their parents read materials
about financial aid, compared to only 55 percent of such students if their par-
ents do not read this material.

“(3) In 1996, the American Council on Education found that the public over-
estimated the tuition of public 2-year colleges by about 3 times the actual aver-
age tuition, of public 4-year colleies by over twice the actual average tuition,
and of private 4-year universities by almost one-third more than the actual av-

" erage tuition. : :

“(4) There is a need for, and a significant benefit from, providing students,
and through them their parents, with information about the variety of Federal
student financial assistance programs, such as Pell Srants, Federal work-stud
and loans, and the AmeriCorps Education Awards that make college more af-
fordable than ever before.

“(b) AUTHORITY.—
A“(l) The Secretary, using funds appropriated under section 407H(a) of this
ct—

“(A) shall ensure that certificates, to be known as 21st Century Scholar
Certificates, are provided to all students participating in projects under
chapter 2; and

“(B) may, as practicable, ensure that such certificates are provided to all
students in grades 6 through 12 who attend schools at which at least 50
percent of the students enrolled are eligible for free or reduced-price lunch.

“(2) A 21st Century.Scholar Certificate shall be personalized for each student
and indicate the amount of Federal financial aid for college for which a student
may be eligible.

| “Subchapter B—High Hopes Partnerships

“SEC. 407A. PURPOSE.

“It is the purpose of this chapter to encourage and prepare students in low-income
communities, beginning not later than the 7th grade, to prepare for, enter, and suc-
cessfully complete college by assisting college-school-community partnerships to—

“(1) provide in-school and on-campus early college awareness activities to
these students and their parents;
“(2) ensure ongoing adult guidance and other support to these students;
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“(3) provide useful, early information to these students and their parents on
the need for, options related to, and financing (including the availability of fi-
nancial assistance) of a college education; and

“(4) help ensure that these students have access to rigorous core courses, such
as algebra and geometry, that prepare them for college.

“SEC. 407B. GRANTS.

“(a) GRANTS AUTHORIZED.—From funds appropriated under section 407H(a), the
Secretary shall make grants to college-school-community partnerships for activities
under section 407D.

“(b) ELIGIBLE PARTNERSHIP.—For purposes of this chapter, an eligible partnership
shall include— ’

“(1) one or more local educational agencies acting on behalf of—
“(A) one or more participating schools; and
“(B) the public secondary schools that students from these schools would
normally attend; -
“(2) one or more degree granting institutions of higher education; and
*3) at least. two community organizations or entities, such as businesses, pro-
fessional associations, community-based organizations, or other public or private
agencies or organizations.
“(c) DEFINITIONS.—For the purpose of this chapter—
“ ‘Participating school’ means a public school in which—
“(A) there is a 7th grade;
“(B) one or more cohorts of students receive services under this chapter;

.an
“(C) at least 50 percent of the students enrolled are eligible for free or
reduced-price lunch; and
“(2) ‘cohort of students’ means—
“(A) an entire grade level of students in a participating school; or
“(B) if the partnership determines that it would promote the effectiveness
of a project, an entire grade level of students, beginning not later than the
7th grade, who reside in public housing as defined in section 3(b)(1) of the
United States Housing Act of 1937.
“(d) DURATION.—Each grant awarded under this chapter shall be for a 6-year pe-

riod.

“(e) COST SHARING.—

“(1) Federal funds shall provide no more than 80 percent of the cost of the
pro&fct in the first year, 70 percent of the cost in the second year, 60 percent
of the cost in the third year, 50 percent of the cost in the fourth year, 40 percent
of the cost in the fifth year, and 30 percent of the cost in the sixth year.

“(2) The non-Federal share of grants awarded under this chapter may—

“(A) be in cash or in kin§,r fairly evaluated, including services, supplies,
or equipment; and

“(B) include the non-Federal share of work-study grants under part C of
title IV of this Act awarded to students who serve as tutors or mentors in
projects under this chapter.

“(8) The Secretary ma{ waive the cost sharing requirement described in para-
graph (1) for any eligible partnership that demonstrates to the satisfaction of
the Secretary an extraordinary hardship that prevents compliance with that re-
quirement.

“(f) EQUITABLE GEOGRAPHIC DISTRIBUTION.—To the extent possible, the Secretary
shall award grants under this chapter in a manner that achieves an equitable geo-
graphic distribution of those grants.

“ 5) PRIORITY AWARDS UNDER CHAPTER 2.—Before making grants under this chap-
ter for fiscal year 1999, the Secretary shall, as appropriate, make awards to recipi-
ents eligible for continuation awards under chapter 2 of subpart 2 of this title as
ith:Bas in effect prior to the enactment of the Higher Education Amendments of

“SEC. 407C. GRANT APPLICATION; PREFERENCES.

“(a) APPLICATION REQUIRED.—An eligible partnership desiring to receive a grant
under this chapter shall submit an application to the Secretary, in such form and
containing such information, as the Secretary may require.

“(b) APPLICATION CONTENTS.—Each application shall include—

“(1) the name of each partner and a description of its responsibilities, includ-
ing the designation of either an institution of higher education or a local edu-
cational agency as the fiscal agent for the partnership;

“2) a description of the need for the project, including a description of how
the project will build on existing services and activities, if any;

o o
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“(3) a listing of the human, financial (other than funds under this chapter),
and other resources that each member of the partnership will contribute to the
partnership, and a description of the efforts each member of the partnership
will make in seeking additional resources:

“(4) a description of how the project will operate, including how grant funds
will be used to meet the purpose of this chapter;

“(5) a description of how services will be coordinated with, and will com-
plement and enhance, services received by participating schools and students
under other related Federal and non-Federal programs, including programs
under title I, part A of title VII, and part 1 of title X of the Elementary and
Secondary Education Act of 1965, the School-to-Work Opportunities Act of 1994,
section 402 of this Act, and the Individuals with Disabilities Education Act;

“(6) a description of how the partnership will support and continue the serv-
ices under this chapter after the grant has expired;

“(7) an assurance from each local educational agency using funds under this
chapter that—

“(A) at least 50 percent of the students enrolled in each participating
school are eligible for free or reduced-price lunch;

“(B) its aggregate expenditures per student for activities described in this
chapter wil%grfot be re’:ﬁxced from the level of such expenditures in the year
prior to the grant; and

“(C) someone at each participating school will be designated as the pri-
mary point of contact for the partnership;

*(8) an assurance that participating students will have access to rigorous core
academic courses that reflect challenging State or local academic standards; and

“(9) an assurance that members will provide the performance information re-
quired by the Secretary, which would be used to base continuation of the grant.

“(c) PREFERENCES.—In reviewing applications under this chapter, the Secretary
shall give preference to projects that—

“(1) will serve participating scheols in which at least 75 percent of the stu-
dents enrolled are eligible for free or reduced-price lunch;

“(2) provide a commitment from non-Federal sources to pay all or part of the
cost of college, through tuition assistance or guarantees (not already available),
such as ‘last-dollar grants’, for participating students; and

“(3) hold participating students responsible for school or community service
and high academic performance.

“SEC. 407D. PROGRAM REQUIREMENTS; USES OF FUNDS.

“(a) PROGRAM REQUIREMENTS.—Projects under this chapter shall—

“(1) have a program coordinator who is either full-time or whose primary re-
sponsibility is the project under this chapter;

“(2) provide services to at least one cohort of students, beginning not later
than the 7th grade;

“(3) ensure that the services authorized under this chapter are provided
through the 12th grade to students in the cohort, including students who attend
another participating school or a secondary school identified under section
407B(b)(1)(B);

“(4) include activities and information that foster and improve parent involve-
ment in promoting postsecondary education for their children, inc uding the pro-
vision of useful early information on the advantages of a college education, aca-
demic admissions requirements, and the need to take core courses, admissions
and achievement tests, application procedures, college costs and options, and
the availability of student financial aid;

“(5) include academic counseling, career awareness, and tutoring or mentoring
from trained personnel, as well as other student support services that enable
students to succeed academically and apply for, enter, and complete college;

“(6) include training in promoting early college awareness for classroom
teachers, guidance counselors, and staff of the schools involved in the project;
faculty and program personnel in participating institutions of higher education;
and participating mentors and tutors;

“(7) include activities on college campuses and enrichment activities associ-
ated with postsecondary education; and ’

“(8) include arrangements that ensure that all participating students have ac-
cess to rigorous core courses that reflect challenging State or local academic
standards and that prepare them for college.

“(b) USE OF FUNDS.—In addition to the activities described in subsection (a), a re-
cipient of funds under this chapter may use them—
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“(1) where necessary and appropriate to ensure active participation, to pay
st.ipends to participating students and their. mentors;

“(2) where necessary and appropriate to ensure active participation, to pay
transportation costs for participants to attend project-sponsored activities;

“(3) to provide out-of-school and summer activities related to the project;

“(4) for project evaluation; and

“(5) to recognize the responsibility and achievement of participating students
through ceremonies, awards, and other means.

“SEC. 407E. SERVICES FOR STUDENTS ATTENDING PRIVATE SCHOOLS.

“A local educational agency that participates in an eligible partnership shall pro-
vide services supported with Federal funds under this chapter on an equitable basis,
consistent with section 14503 of Elementary and Secondary Education Act of 1965,
to students in private schools that—

“(1) have a 7th grade;
“(2) have students at least 50 percent of whom are eligible for free or reduced-
price lunch; and
“(3) are located in the normal attendance area of a participating school.
“SEC. 407F. EVALUATION.

“In-order to improve the operation of the program assisted under this chapter, the
Secretary shall, with funds appropriated under section 407H(a), make grants to, and
enter into contracts and cooperative agreements with, institutions of higher edu-
cation and other public and private institutions and organizations to evaluate the
effectiveness of the program assisted under this chapter and, as appropriate, dis-
seminate such results.

“SEC. 407G. PEER REVIEW.

“The Secretary shall use a peer review process to review applications under this
chapter and make recommendations for funding to the Secretary.
“SEC. 407H. AUTHORIZATION OF APPROPRIATIONS.

“(a) AUTHORIZATION OF APPROPRIATION.—There are authorized to be apfpropriated
$140,000,000 for fiscal year 1999 and such sums as may be necessary for each of
the 5 succeeding fiscal years to carry out this chapter. .

“(b) RESERVATION FOR TECHNICAL ASSISTANCE AND PEER REVIEW.—From the
amount appropriated under subsection (a) for any fiscal year, the Secretary may re-
serve up 0.5 percent of that amount to obtain additional qualified readers and addi-
tional staff to review applications, to increase the level of oversight monitoring, to
support impact studies, program assessments and reviews, and to provide technical
assistance to potential applicants and current grantees.

“CHAPTER 4—FRANK TEJEDA SCHOLARSHIP PROGRAM

“SEC. 408A. STATEMENT OF PURPOSE.

“It is the purpose of this chapter to establish a Frank Tejeda Scholarship Program
to recruit and train teachers who are proficient in both Spanish and English and
who show promise of academic achievement.

“SEC. 408B. SCHOLARSHIPS AUTHORIZED.

“(a) PROGRAM AUTHORITY.—The Secretary is authorized, in accordance with the
provisions of this chapter, to award scholarships to individuals consistent with the
purposes of this chapter.

%) TEJEDA SCHOLARS.—Individuals awarded scholarships under this chapter
shall be known as ‘Tejeda Scholars’. :

“SEC. 408C. ALLOCATION AMONG STATES.

“(a) ALLOCATION FORMULA.—From the sums appropriated pursuant to the author-
ity of section 408H for any fiscal year, the Secretary shall allocate to each State an
amount equal to $5,000 multiplied by the number of scholarships determined by the
Secretary to be available to such State in accordance with subsection (b).

“(b) NUMBER OF SCHOLARSHIPS AVAILABLE.—The number of scholarships to be
made available in a State for any fiscal year shall bear the same ratio to the num-
ber of scholarships made available to all States as the State’s population ages 5
through 17 bears to the population ages 5 through 17 in all the States, except that
not less than 10 scholarships shall be made available to any State.

“(c) USE oF CENsuUs DATA.—For the purpose of this section, the gopulation ages
5 through 17 in a State and in all the States shall be determined by the most re-
cently available data, satisfactory to the Secretary, from the Bureau of the Census.
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The Bureau of the Census shall produce and publish intercensal data for Puerto
Rico and the other territories.

“SEC. 408D. ELIGIBILITY OF SCHOLARS,

“(a) HIGH SCHOOL GRADUATION OR EQUIVALENT AND ADMISSION TO INSTITUTION
REQUIREI;.—EaCh student awarded a scholarship under this chapter shall—
“(1) be— :
“(A) a low-income individual, as that term is defined in section 402A(g)(2)
of this title; or
“(B) an individual who is eligible for a Pell Grant under subpart 1 of this

part;

“(2) be a citizen of the United States;

“(3) be a resident of the State in which he or she applies;

“(4) be enrolled or accepted for enrollment on a full: or part-time basis, at a
graduate or undergraduate level, in an institution of higher education that has
an accredited teacher preparation program;

“(5) have demonstrated proficiency in the English and Spanish languages, as
certified by the applicant’s academic institution; and

“(6) have agreed, upon graduation from such program—

“(A) to serve no less than one year for each year of scholarship assistance,
but no fewer than two years of service in total, as a teacher in a public ele-
mentary or secondary school in which there is a demonstrated need for
Spanish-speaking teachers and professionals, as determined by the Sec-
retary; '

“(B) to complete such service within 6 years of graduation; and

“(C) that if the student is unable to complete such service, the student
will, except as provided in subsection (c), repay the Secretary the total
amount, or a pro rata amount of the scholarship received under this chap-
ter in proportion to the amount of service completed, plus interest and col-
lection costs in the same manner as repayment of a student loan made
under part D of this title.

“(b) SELECTION BASED ON PROMISE OF ACADEMIC ACHIEVEMENT.—Each student
awarded a scholarship under this chapter must demonstrate outstanding academic
achievement and show promise of continued academic achievement, as certified by
the student’s academic institution.

“(c) EXCEPTION TO REPAYMENT OBLIGATION.—

“(1) DEFERRAL DURING CERTAIN PERIODS.—A recipient shall not be considered
in violation of the agreement entered into pursuant to subsection (a)(4)XC) dur-
ing any period in which the recipient—

“(A) is pursuing a full-time course of study related to the field of teaching
at an eligible institution; )

“(B) is serving, not in excess of 3 years, as a member of the armed serv-
ices of the United States;

“(C) is temporarily totally disabled for a period of time not to exceed 3
years as established by sworn affidavit of a qualified physician;

“(D) is unable to secure employment for a period not to exceed 12 months
by reason of having to care for a spouse, chiﬁi, parent, or immediate family
member who is disabled;

“(E) is seeking and unable to find full-time employment for a single pe-
riod not to exceed 12 months; .

“(F) is seeking and unable to find full-time employment as a teacher in
a public or private nonprofit preschool, elementary or secondary school, or
education program for a single period not to exceed 27 months; or

“(G) satisfies the provisions of additional repayment exceptions that may
be prescribed by the Secretary in regulations issued pursuant to this sub-

part.

“(2) FORGIVENESS IF PERMANENTLY TOTALLY DISABLED.—A ‘recipient shall be
excused from repayment of any scholarship assistance received under this chap-
ter if the recipient becomes permanently totally disabled as established by
sworn affidavit of a qualified physician.

“SEC. 408E. SELECTION OF SCHOLARS.

“(a) ESTABLISHMENT OF CRITERIA.—The Secretary shall establish criteria for the
selection of scholars under this chapter that meet the requirements of section 408D.

“(b) TIMING OF SELECTION.—The selection process shall be completed, and the
awards made, no later than May 1 of the academic year preceding the academic
year for which the award will be used
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“SEC. 408F. STIPENDS AND SCHOLARSHIP CONDITIONS.

“(a) AMOUNT OF AwWARD.—Each student awarded a scholarship under this chapter
shall receive a stié)end of $5,000 for the academic year of study for which the schol-
arship is awarded, except that in no case shall the total amount of financial aid
awarded to such student exceed such student’s total cost-of-attendance.

“(b) USE OF AWARD.—The State educational agency shall establish procedures to
assure that a scholar awarded a scholarship under this chapter pursues a course
of study at an institution of higher education.

“SEC. 408G. CONSTRUCTION OF NEEDS PROVISIONS.

“Notwithstanding section 471, nothing in this chapter, or any other Act, shall be
construed to permit the receipt of a scholarship under this chapter to be counted
for any needs test in connection with the awarding of any grant or the making of
any loan under this Act or any other provision of Federal law relating to educational
assistance.

“SEC. 408H. AUTHORIZATION OF APPROPRIATIONS.

“There are authorized to be appropriated for this chapter $5,000,000 for fiscal
year 1998 and such sums as may be necessary for each of the 4 succeeding fiscal
years.

“CHAPTER 5—CAMPUS-BASED CHILD CARE

“SEC. 410A. CAMPUS-BASED CHILD CARE.

“(a) PROGRAM AUTHORIZED.—

) “(1) AUTHORITY.—The Secretary may award grants to institutions of higher
education to assist the institutions in providing campus-based child care serv-
ices to low-income students.

“(2) AMOUNT OF GRANTS.— :

“(A) IN GENERAL.—The amount of a grant awarded to an institution of
higher education under this section for a fiscal year shall not exceed 1 per-
cent of the total amount of all Federal Pell Grant funds awarded to stu-
dents enrolled at the institution of higher education for the preceding fiscal
year. :

“(B) MINIMUM.—A grant under this section shall be awarded in an
amount that is not less than $10,000.

“(3) DURATION AND PAYMENTS.—

“(A) DURATION.—The Secretary shall award a grant under this section for
a period of 3 years.

‘(B) PAYMENTS.—Subject to paragraph (2), the Secretary shall make an-
nual grant payments under this section.

“(4) ELIGIBLE INSTITUTIONS.—An institution of higher education shall be eligi-
ble to receive a grant under this section for a fiscal year if the total amount
of all Federal Pell Grant funds awarded to students enrolled at the institution
of higher education for the preceding fiscal year equals or exceeds $350,000.

“(5)- USE OF FUNDS.—Grant funds under this section shall be used by an insti-
tution of higher education to support or establish a campus-based child care

roﬁram serving the needs of low-income students enrolled at the institution of
igher education.

“(6) DEFINITION OF LOW-INCOME STUDENT.—For the }1) ose of this section,
the term Jlow-income student’ means a student who is e i‘-;i_gle to receive a Fed-
eral Pell Grant for the fiscal year for which the determination is made.

“(b) APPLICATIONS.—An institution of higher education desiring a grant under this
section shall submit an application to the Secretary at such time, in such manner,
and accqlmpanied by such information as the Secretary may require. Each applica-
tion shall—

“(1) demonstrate that the institution is an eligible institution described in
subsection (a)(4);

“(2) specify the amount of funds requested;

“(3) demonstrate the need of low-income students at the institution for cam-
pus-based child care services by including in the application student demo-
graphics and other relevant data;

“(4) identify the resources the institution will draw upon to support the child
care program and the participation of low-income students in the program, such
as accessing social services funding, using student activity fees to help pay the
costs of child care, using resources obtained by meeting the needs of parents
who are not low-income students, accessing foundation, corporate, or other insti-
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tutional support, and demonstrating that the use of the resources will not result
in increases in student tuition;

“(5) contain an assurance that the institution will meet the child care needs
of low-income students through the provision of services, or through a contract
for the provision of services;

“(6) provide a timeline, covering the period from receipt of the grant through
the provision of the child care services, delineating the specific steps the institu-
tion will take to achieve the goal of providing low-income students with child
care services; ’ )

“(7) specify any measures the institution will take to assist low-income stu-
dents with child care during the period before the institution provides child care
services;

“(8) include a plan for identifying resources needed for the child care services,
including space in which to provide child care services, and technical assistance
if necessary;

“(9) contain an assurance that any child care facility assisted under this sec-
tion will meet the applicable State or local government licensing, certification,
approval, or registration requirements; and )

“(10) contain a plan for any child care facility assisted under this section to
become accredited within 3 years of the date the institution first receives assist-
ance under this section. .

“(c) REPORTING REQUIREMENTS; CONTINUING ELIGIBILITY.—

“(1) REPORTING REQUIREMENTS.—

“(A) REPORTS.—Each institution of higher education receiving a grant
under this section shall report to the Secretary 18 months and 36 months
after receiving the first grant payment under this section. ’

“(B) CONTENTS.—The report shall include—

“(i) data on the population served under this section;

“(i) information on campus and community resources and funding
used to help low-income students access child care services;

“(iii) information on progress made toward accreditation of any child
care facility; and

“(iv) information on the impact of the grant on the quality, availabil-
ity, and affordability of campus-based child care services.

“(2) CONTINUING ELIGIBILITY.—The Secretary shall make the third annual
grant payment under this section to an institution of higher education only if
the Secretary determines, on the basis of the 18-month report submitted under

aragraph (1), that the institution is making a good faith effort to ensure that
ow-income students at the institution have access to affordable, quality child
© care services.

“(d) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to be appro-
priated to carry out this section $30,000,000 for fiscal year 1999 and such sums as
may be necessary for each of the 4 succeeding fiscal years.”.

SEC. 406. FEDERAL SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS,

(a) EXTENSION OF AUTHORITY.—Section 413A(b)(1) (20 U.S.C. 1070b(b)(1)) is
amended by striking “1993” and inserting “1999". :

(b) USE OF FUNDS FOR LESS-THAN-FULL-TIME STUDENTS.—Subsection (d) of sec-
tion 413C (20 U.S.C. 1070b-2(d)) is amended by striking “and if the total financial
need” and all that follows and inserting the following: “, then grant funds shall be
made available to such independent and less-than-full-time students.”.

(¢) ALLOCATION OF FUNDS.—Section 413D (20 U.S.C. 1070b-3) is amended— -

(1) by striking subsection (b); and

(2) in subsection (c)(1), by striking “three-quarters of the remainder” and in-
serting “the remainder”; .

(3) in subsection (c)(2)(A)(), by striking “subsection (d)” and inserting “sub-
section (c)”; .

(4) by redesignating subsections (c), (d), (e), and (f) as subsections (b), (o), (d),
and (e), respectively; and .

(5) by inserting after subsection (e) (as so redesignated) the following new
subsection:

“(f) CARRY-OVER/CARRY-BACK AUTHORITY.—

“(1) CARRY-OVER AUTHORITY.—

“(A) CARRY-OVER UP TO 10 PERCENT.—Of the sums granted to an eligible
institution under this subpart for any fiscal year, 10 percent may, at the
discretion of the institution, remain available for expenditure during the
succeeding fiscal year to carry out the program under this subpart.
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“(B) REALLOCATION OF EXCESS.—Any of the sums so granted to an institu-
tion for a fiscal year which are not needed by that institution to operate
programs under this subpart during that ﬁscaf’ year, and which it does not
wish to use during the next fiscal year as authorized in the preceding sen-
tence, shall remain available to the Secretary for making grants under sec-
tion 413B to other institutions in the same State until the close of the sec-
ond fiscal year next succeeding the fiscal year for which such funds were
apgropriated. )

“(2) CARRY-BACK AUTHORITY.—

“(A) CARRY-BACK UP TO 10 PERCENT.—Up to 10 percent of the sums the
Secretary determines an eligible institution may receive from funds which
have been ap‘fropriated for a fiscal year may be used by the institution for
expenditure during the fiscal year preceding the fiscal year for which the
sums were appropriated.

“B) USE OF CARRIED-BACK FUNDS.—An eligible institution may make
grants to students after the end of the academic year, but prior to the be-
ginning of the succeeding fiscal year, from such succeeding fiscal year’s ap-
propriations.”.

SEC. 407. GRANTS TO STATES FOR STATE STUDENT mcspi'nvr:s.

(a) AUTHORIZATION OF APPROPRIATIONS.—Section 415A(b) of the Higher Education .
Act of 1965 (20 U.S.C. 1070¢(b)) is amended—

(1) in paragraph (1), by striking “1993” and inserting “1999”;

(2) by redesignating paragraph (2) as paragraph (3); and

(3) by inserting after paragraph (1) the following:

“(2) RESERVATION.—For any fiscal year for which the amount agf)ropriated
under paragraph (1) exceeds $25,000,000, the excess shall be available to carry
out section 415E.”. - S

(b) SPECIAL LEVERAGING EDUCATIONAL ASSISTANCE PARTNERSHIP PROGRAM.—Sub-
part 4 of part A of title IV of the Higher Education Act of 1965 (20 U.S.C. 1070c
et seq.) is amended— ] .

(1) by redesignating section 415E as section 415F; and:

(2)-by inserting after section 415D the following: e

“SEC. 415E. SPECIAL LEVERAGING EDUCATIONAL ASSISTANCE PARTNERSHIP PROGRAM.

“(a) IN GENERAL.—From amournts reserved under section 415A(bX2) for each: fiscal
year, the Secretary shall— - o : L .

(1) make allotments among States in thé same manner as the Secretary

. makes allotments among States:under section .416B; and: . .- ' :

" “(2) award grants to States; from allotments under paragraph (1), to enable

‘the States to pay the Federal share of the cost of the authorized: activities de-

- scribed in subsection (¢). ~ - - . . . e Cee

"“(b) AUTHORIZED ACTIVITIES.—Each State receiving a grant under this section
may. use the grant funds for— =, - Ce : -

“(1) increasing the dollar amount of grants awarded under section 415B to eli-
gible students who demonstrate financial need; - R

*“(2) carrying out transition programs from secondary school to. postsecondary ™
education for eligible students who demonstrate financial need; B B

“(3) carrying out a financial aid program for eligible students who. dem-
onstrate financial need and wish to enter teaching or computer-related careers,
or other fields of study determined by the State to be critical to the State's
workforce needs; :

“(4) carrying out early intervention- programs, mentoring programs, and ca-
re%r education programs for eligible students who demonstrate financial need;
an

“(5) awarding merit or academic scholarships to eligible students who dem-
onstrate financial need.

“(c) MAINTENANCE OF EFFORT REQUIREMENT.—Each State receiving a grant under
this section for a fiscal year shall provide the Secretary an assurance that the aggre-
g?te amount expended per student or the aggregate expenditures by the State, from

nds derived from non-Federal sources, for the authorized activities described in
subsection (b) for the preceding fiscal year were not less than the amount expended
per student or the aggregate expenditures by the State for the activities for the sec-
ond preceding fiscal year. The gecretary may waive this subsection for good cause,
as determined by the Secretary.

“(d) FEDERAL SHARE.—The Federal share of the cost of the authorized activities
described in subsection (b) for any fiscal year shall be 25 percent.”.

(c) TECHNICAL AND CONFORMING AMENDMENTS.—
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(1) PURPOSE.—Subsection (a) of section 415A of the Higher Education Act of
1965 (20 U.S.C. 1070c(a)) is amended to read as follows:

“(a) PURPOSE OF SUBPART.—It is the purpose of this subpart to make incentive
grants available to States to assist States in—

“(1) providing grants to—

“(A) eligible students attending institutions of higher education or partici-
pating in programs of study abroad that are approved for credit by institu-
tions of higher education at which such students are enrolled; and

“(B) eligible students for campus-based community service work-study;
and

“(2) carrying out the activities described in section 415F.”.

(2) ALLOTMENT.—Section 415B(a)(1) of the Higher Education Act of 1965 (20
U.S.C. 1070c-1(a)(1)) is amended by inserting “and not reserved under section
415A(b)(2)” after “415A(bX1)".

SEC. 408. SPECIAL PROGRAMS FOR STUDENTS WHOSE FAMILIES ARE ENGAGED IN MIGRANT
AND SEASONAL FARMWORK. .

(a) COORDINATION.—Section 418A(d) (20 U.S.C. 1070d-2(d)) is amended by insert-
ing after “contains assurances” the following: “that the grant recipient will coordi-
nate its project, to the extent feasible, with other local, State, and Federal programs
to maximize the resources available for migrant students, and”.

(b) EXTENSION OF AUTHORITY.—Section 418A(g) is amended by striking “1993”
each place it appears and inserting “1999”.

(c) DATA COLLECTION.—Section 418A is amended by adding at the end the follow-
ing new subsection: :

“(h) DATA COLLECTION.—The National Center for Education Statistics shall collect
postsecondary education data on migrant students.”. .

(d) TECHNICAL AMENDMENTS.—Section 418A(e) is amended by striking “authorized
by subpart 4 of this part in accordance with section 417A(b)(2)” and inserting “in
accordance with section 402A(c)(1)”. : :

SEC. 409. BYRD SCHOLARSHIPS. : :

(a) ELIGIBILITY.—Section 419G (20 U.S.C. 1070d-37) is amended by adding at the
end the following new subsection:

“(e) TERMINATION OF ELIGIBILITY.—The eligibility of students from the Federated
States of Micronesia, the Republic of the Marshall Islands, and Palau shall expire
on September 30, 2001.”.

(b) AUTHORIZATION OF APPROPRIATIONS.—Section 419K (20 U.S.C. 1070d—41) is
amended by. striking.“$10,000,000 for fiscal year 1993” and inserting “$40,000,000
for fiscal year 1999”. - . .

PART B—FEDERAL FAMILY EDUCATION LOAN
: PROGRAM :

SEC. 411. LIMITATION REPEALED. o
Section 421 (20 U.S.C. 1071) is amended by striking subsection (d).
SEC. 412. ADVANCES TO RESERVE FUNDS. .
Section 422 (20 U.S.C. 1072) is amended— :
(1) in subsection (a)(2), by striking “428(c)(10)(E)” and inserting “428(c)9)(E)";
(2) in subsection (c)(6)(B)i), by striking “handle written” and inserting “han-
dle written, electronic,”; Lo
(3) in subsection (c)(7)

(A) by striking “to a guaranty agency—" and everything that follows
through “(B) if the Secretary” and inserting “to a guaranty agency, if the
Secretary”;

(B) by striking “428(c)(10)(F)(v)” and inserting “428(c)(9)(F)(v)”;

(C) by inserting “and” after “cash needs,”; and

(D) by striking “or ensure” and everything that follows and inserting a
period; and

(4) in the first and second sentences of subsection (g)(1), by striking “or the
program authorized by part D of this title” each place it appears.

SEC. 413. GUARANTY AGENCY REFORMS.

(a) FEDERAL STUDENT LOAN RESERVE FUND.—Part B of title IV is amended by in-
serting after section 422 (20 U.S.C. 1072) the following new section:
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“SEC. 422A. FEDERAL STUDENT LOAN RESERVE FUND.

‘“(a) ESTABLISHMENT.—Each guaranty agency shall, not later than 60 days after
the date of enactment of this section, deposit all funds, securities, and other liquid
assets contained in the reserve fund established pursuant to section 422 of this part
into a Federal Student Loan Reserve Fund (in this section and section 422B referred
to as the ‘Federal Fund’) which shall be an account of a type selected by the agency,
with the approval of the Secretall;{.l i

“(b) INVESTMENT OF FUNDS.—Funds maintaifed in the Federal Fund shall be in-
vested in obligations issued or guaranteed by the United States or a State, or in
other similarly low-risk securities selected by the guaranty agency.

“(c) ADDITIONAL DEPOSITS.—After the establishment of the Fegeral Fund, a guar-
anty agency shall deposit into the Federal Fund—

‘(1) all amounts received from the Secretary as payment of reinsurance on
loans pursuant to section 428(c)(1);

*(2) from amounts collected on behalf of the obligation of a defaulted bor-
rower, a percentage amount equal to the complement of the reinsurance per-
centage in effect when payment under the guaranty agreement was made with
resgaect to the defaulted loan pursuant to sections 428(c)6)(A) and 428F(a)(1)(B);
an

“(3) insurance premiums collected from borrowers pursuant to sections
428(b)(1)(H) and 428H(h). .

. “(d) Uses OF FUNDs.—Subject to subsection (f), the Federal Fund may only be
used by a guaranty agency—

(1) to pay lender claims pursuant to section 428(b)(1XG), section 428(j), sec-
tion 437, and section 439(q); and

“(2) to pay into the Agency Operating Fund established pursuant to section
422B a default prevention fee in accordance with section 428(1).

“(e) OWNERSHIP OF FEDERAL FUND.—

“(1) IN GENERAL.—The Federal Fund of the Fguarant% agency, and any assets
purchased or developed with funds from the Federal Fund or any other funds
considered reserve funds on the date of enactment of this section, regardless of
who holds or controls the reserves or assets, shall be considered to be the prop-
erty of the United States to be used in the operation of the program authorized
by this part, as provided in subsection (d) of this section.

“(2) NONLIQUID RESERVE FUND AND OTHER ASSETS.—Notwithstanding any
other provision of law, nonliquid reserve fund assets, such as buildings and
equipment purchased or developed by the guaranty agency with funds from the
Federal Fund, or any other funds considered reserve funds on the date of enact-
ment of this section shall—

“(A) remain the property of the United States;

“(B) be used only for such purposes as the Secretary determines are ap-
propriate; and

“(C) be subject to such restrictions on the disposition of such assets
(which may include a requirement that any salé of such assets be at not
less than fair market value) as the Secretary determines are appropriate.

“(f) TRANSITION.—

“(1) IN GENERAL.—In order to establish the Agency Operating Fund author-
ized by section 422B, each guaranty agency may transfer uF to 180 days cash
expenses for normal operating e)‘(fenses, as a working capital reserve as defined
in Office of Management and budget circular A-87 (Cost Accounting Standards)
from the Federal Fund for deposit into the Agency Operating Fund for use in
the performance of its duties under this part. Such transfers may occur during
the first three years following the establishment of the Operating Fund. How-
ever, no agency may transfer in excess of 50 percent of the Federal Fund bal-
ance to its Operating Fund during any fiscal year. In determining the transfer
amount, the agency shall insure that sufficient funds remain in the Federal
Fund to pay lender claims within the required time periods and to meet the re- .
serve recall requirements of the Balanced Budget Act of 1997.

“(2) REPAYMENT PROVISIONS.—Each guaranty agency shall begin repayment of
sums transferred pursuant to this subsection no later than the start of the
fourth year after the establishment of the Agency Operating Fund, and shall
repay all amounts transferred no later than 5 years from the date of the estab-
lishment of the Agency Operating Fund. Each guaranty agency shall provide to
the Secretary, on an annual basis, a financial analysis demonstrating its ability
to repay all outstanding amounts while any transferred amounts are owned to
the Federal Fund.

“(3) SPECIAL RULE.—In applying the minimum reserve level required by sec-
tion 428(c)(9)(A), the Secretary shall include all amounts owed to the Federal

Q

Do



40

Fund by the agency due to transfers allowed under paragraph (1) in the calcula-
tion.”.
(b) AGENCY OPERATING FUND ESTABLISHED.~—Part B of title IV is further amended
by inserting after section 422A (as added by subsection (a)) the following new sec-
tion:

“SEC. 422B. AGENCY OPERATING FUND.

“(a) ESTABLISHMENT.~—Each guaranty agency shall, not later than 60 days after
the date of enactment of this section, establish'a fund designated as the Agency Op-
eratin% Fund (hereinafter referred to as the ‘Operating Fund’).

“(b) INVESTMENT OF FUNDS.~—Funds deposited into the Operatixéﬁ Fund shall be
invested at the discretion of the guaranty agency in accordance wi prudent inves-
tor standards.

“(c) ADDITIONAL DEPOSITS.—After the establishment of the Operating Fund, the
guaranty agency shall deposit into the Operating Fund—

“(1) the loan processing and issuance fee paid by the Secretary pursuant to
section 428(f);
“8(2) the portfolio maintenance fee paid by the Secretary pursuant to section

458; _

“(3) the default prevention fee paid in accordance with section 428(1);

“(4) amounts retained by the guaranty agency pursuant to section 428(c)(6)(B)
from collection on defaulted loans held by the agency, after payment of the Sec-
retary’s equitable share, excluding amounts deposited in the Federal Fund pur-
suant to section 422A(cX2); and

“(5) interest earned on the Federal Fund during the first 3 years after the
date of enactment of this section, but only to the extent permitted by regula-
tions prescribed by the Secretary to permit a limited number of guaranty agen-
cies (not to exceed 10) essential resources to maintain sufficient operating funds
and to restructure their operations in accordance with the requirements of this
section and section 422A.

“(d) USES OF FUNDS.—

“(1) IN GENERAL~Funds in the Operating Fund shall be used for activities
related to student financial aid, including application processing, loan disburse-
ment, enrollment and repayment status management, default prevention activi-
ties, default collection activities, school and lender training, financial awareness
and outreach activities, compliance monitoring, other loan program related ac-
tivities in support of postsecondary education and other student financial aid
related activities as determined by the guaranty agency.

“(2) SPECIAL RULE~The guaranty agency may, in its discretion, transfer
funds from the Operating Fund to the Federal Student Loan Reserve Fund for
use in accordance with section 422A. Such transfer shall be irrevocable, and any
funds so transferred shall become the property of the United States.

“(3) DEFINITIONS.—~For purposes of t?u's subsection:

“(A) The term ‘default collection activities’ means activities of a guaranty
agency which are directly related to the collection of the loan on which a
default claim has been paid to the participating lender, including the due
diligence activities required pursuant to regulations of the Secretary.

“(B) The term ‘default prevention activities’ means activities of a guar-
anty agency which are directly related to providing collection assistance to.
the lender on a delinquent loan, prior to the loan’s being legally in a default
status, including due diligence activities required pursuant to regulations
of the Secretary.

“(C) The term ‘enrollment and repayment status management’ means ac-
tivities of a guaranty agency which are directly related to ascertaining the
student’s enrollment status, including prompt notification to the lender of
such status, an audit of the note or written agreement to determine if the
provisions of that note or agreement are consistent with the records of the
guaranty agency as to the principal amount of the loan guaranteed, and an
examination of the note or agreement to assure that the repayment provi-
sions are consistent with the provisions of this part.

“(e) OWNERSHIP OF OPERATING FUND.—The Operating Fund of the guaranty agen-
cy shall be considered to be the property of the guaranty agency. The Secretary may
regulate the uses or expenditure of moneys in the Operating Fund with respect to
activities required under guaranty agency agreements under subsections (b) and (c)
of section 428 until such time as a guaranty agency has. repaid to the Federal Fund
all reserve funds transferred under section 422A(f). During any period in which
funds are owed to the Federal Fund as a result of a transfer under 422A(f), moneys
in the Operating Fund may only be used for expenses related to the student loan
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programs authorized under this part. The Secretary may require such necessary re-
ports and audits as provided in section 428(b)2).”.

(c) ADDITIONAL RECALL OF RESERVES.—Section 422 (as amended by section 412)
is further amended by adding at the end the following new subsection:

“(i) ADDITIONAL RECALL OF RESERVES.—

“(1) IN GENERAL.—Notwithstanding any other provision of law, the Secretary
shall recall $30,000,000 for each of the fiscal years 1999, 2000, 2001, 2002, and
2003 from the reserve funds held by guaranty agencies.

“(2). DEPOSIT.—Funds recalled by the Secretary under this subsection shall be
deposited in the Treasury.

“(3) REQUIRED SHARE.—The Secretary shall require each guaranty agency to
return annually reserve funds under paragraph (1) based on one-fifth of the
agency’s required share. For purposes of this paragraph, a guaranty agency’s re-
quired share shall be determined as follows:

“(A) The Secretary shall impose on each guaranty agency an equal per-
centage reduction in the amount of the agency’s reserve funds held as of
September 30, 1996. :

“(B) The equal percentage reduction shall be the percentage obtained by
dividing—

“(i) $150,000,000 by
“(ii) the total amount of all such agencies’ reserve funds held as of
September 30, 1996.

“(4) OFFSET OF REQUIRED SHARES.—If any guaranty returns to the Secretary
any reserves in excess of the amount required under this subsection or sub-
section (h), the total amount required to be returned under paragraph (1) shall
be reduced by the amount of such additional reserve return.

“(5) DEFINITION OF RESERVE FUNDS.—The term ‘reserve funds’ when used with
respect to a guaranty agency—

“(A) includes-any reserve funds in cash or liquid assets held by the guar-
anty agency, or held by, or under the control of, any other entity; and

“(B) does not include building, equipment, or other nonliquid assets.”.

(d) CONFORMING AMENDMENTS.—

(1) REINSURANCE PAYMENTS.—

(A) AMENDMENTS.—Section 428(c)(1) (20 U.S.C. 1078(c)(1)) is amended—

(i) in subparagraph (A), by striking “98 percent” and inserting “95
percent”; :
(ii) in subparagraph (B)(i), by striking “88 percent” and inserting “85
percent”; and
(iii) in subparagraph (B)(ii), by striking “78 percent” and inserting
“75 percent”;
(iv) in subparagraph (E)—
(I) by striking “for ‘98 percent’;” and inserting “for ‘95-percent’;”;
(II) by striking “for ‘88 percent’;” and inserting “for ‘85 percent’;”;

and
(ITI) by striking “for ‘78 percent’.” and inserting “for ‘75 per-
cent’.”;
(v) in subparagaph (F)—
(I) by striking “for ‘98 percent’;” and inserting “for ‘95 percent’;”;
(II) by striking “for ‘88 percent’;” and inserting “for ‘85 percent’;”;

and
(III) by striking “for ‘78 percent.” and inserting “for ‘75 per-
cent’.”;
(vi) by strikini subparairaph (D) and redesignating subparagraphs
(E) and (F) as subparagraphs (D) and (E), respectively.

(B) EFFECTIVE DATE.—The amendments made by suﬂparagraph (A) of
this paragraph apply to loans for which the first disbursement is made on
or after October 1, 1998.

(2) EQUITABLE SHARE.-——Section 428(c)(6) is amended—

(A) in subparagraph (A)—

(cii) by striking “(A) For the purpose” and inserting “For the purpose”;

an
(ii) by striking clause (ii) and inserting the following:
“(ii) an amount equal to 24 percent of such payments for use in accord-
ance with section 422B.”;
(B) by striking subparagraphs (B) and (C); and
(C) by redesignating clauses (i) and (ii) as subpara aghs (A) and (B).
(3) GUARANTY AGENCY RESERVE LEVEL.—Section 428(0)8)( ) is amended—
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(A) by striking “80 percent pursuant to section 428(c)(1)}B)(ii)” and insert-
ing “85 percent pursuant to paragraph (1)(B)(i) of this subsection”; and

(B) by striking “30 working days” and inserting “45 working days”.

(4) PAYMENT OF CERTAIN COSTS.—Section 428(f) is amended—

(A) by striking paragraph (1)(A) and inserting the following:

“(1) PAYMENT FOR CERTAIN ACTIVITIES.—(A) The Secretary shall, in accord-
ance with the provisions of this paragraph, pay to each guaranty agency for
each fiscal year a loan processing and issuance fee equal to 0.65 percent of the
total principal amount of the loans on which insurance was issued under this
part during such fiscal year by such agency.”; and )

(B) in paragraph (1)(B), by striking the first sentence and inserting the
following: “The payment required by subparagraph (A) shall be paid on a
quarterly basis.”. -

. (5) DEFAULT AVERSION ASSISTANCE.—Section 428(/) is amended to read as fol-
ows:
“(1) DEFAULT AVERSION ASSISTANCE.—

“(1) ASSISTANCE REQUIRED.—Upon receipt of a proper request from a lender
received not earlier than the 60th day of delinquency, a guaranty agency having
an agreement with the Secretary under subsection (c) of this section shall en-
gage in default aversion activities designed to prevent the default by a borrower
on a loan covered by such agreement.

“(2) REIMBURSEMENT.—(A) A guaranty agency may, in accordance with the
provisions of this paragraph, transfer from the Federal Student Loan Reserve
Account to the Operating Account a default aversion fee. Such fee shall be paid
for any loan on which a claim for default has not been presented that the guar-
anty agency successfully brings into current repayment status on or before the
210th day after the loan becomes 60 days delinquent.

“(B) The default aversion fee shall be equal to 1 percent of the total unpaid
grincipal and accrued interest on the loan at the time the request is submitted

y the lender. Such fee shall not be paid more than once on any loan for which
the guaranty agency averts the default unless the borrower remained current
in payments for at least 12 months prior to the subsequent delinquency. A guar-
anty agency may transfer such fees earned under this subsection no more fre-
quently than monthly.

“(C) For the purpose of earning the default aversion fee, the term ‘current re-
payment status’ means that the borrower is not delinquent in the payment of
any principal or interest on the loan.”.

SEC. 414. SCOPE AND DURATION OF PROGRAM.
Section 424(a) (20 U.S.C. 1074(a)) is amended— '

(1) by striking “October 1, 2002” and inserting “October 1, 2004”; and

(2) by striking “September 30, 2006” and inserting “September 30, 2008".

SEC. 415. LIMITATIONS ON INDIVIDUAL FEDERALLY INSURED LOANS AND FEDERAL LOAN IN-
SURANCE.
Section 425(a)(1)(A) (20 U.S.C. 1075(a)(1XA)) is amended—

(1) in clause (i)}—

(A) by inserting “and” after the semicolon at the end of subclause (I); and

(B) by striking subclauses (II) and (III) and inserting the following:

“(II) if such student is enrolled in a program of undergraduate edu-
cation which is less than one academic year, the maximum annual loan
amount that such student may receive may not exceed the amount that
bears the same ratio to the amount specified in subclause (I) as the
length of such program measured in semester, trimester, quarter, or
clock hours bears to one academic year;”; and

(2) by inserting “and” after the semicolon at the end of clause (iii).

SEC. 416. APPLICABLE INTEREST RATES.
(a) APPLICABLE INTEREST RATES.—
(1) AMENDMENT.—Section 427A (20 U.S.C. 1077a) is amended to read as fol-
lows:
“SEC. 427A. APPLICABLE INTEREST RATES.

“(a) INTEREST RATES FOR NEW LOANS ON OR AFTER JULY 1, 1998.—

“(1) IN GENERAL.—Subject to paragraph (2), with respect to any loan made,
insured, or guaranteed under this part (other than a loan made pursuant to sec-
tion 428B or 428C) for which the first disbursement is made on or after July
1, 1998, the applicable rate of interest shall, during any 12-month period begin-
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ning on July 1 and ending on June 30, be determined on the preceding June
1 and be equal to—
“(A) the bond equivalent rate of 91-day Treasury bills auctioned at the
final auction held prior to such June 1; plus
“(B) 2.3 percent,
except that such rate shall not exceed 8.25 percent.

“(2) IN SCHOOL AND GRACE PERIOD RULES.—With respect to any loan under
this part (other than a loan made pursuant to section 428B or 428C) for which
the first disbursement is made on or after July 1, 1998, the applicable rate of
interest for interest which accrues—

“(A) prior to the beginning of the repayment period of the loan; or
“(B) during the period in which principal need not be paid (whether or
not such principal is in fact paid) by reason of a provision described in sec-
tion 428(b)(1)}(M) or 427(a)(2)(C), .
shall be determined under paragraph (1) by substituting ‘1.7 percent’ for ‘2.3
percent’. .

“(3) PLUS LOANS.—With respect to any loan under section 428B for which the
first disbursement is made on or after July 1, 1998, the applicable rate of inter-
est shall be determined under paragraph (1)—

“(A) by substituting ‘3.1 percent’ for ‘2.3 percent’; and
“(B) by substituting ‘9.0 percent’ for ‘8.25 percent’.

“(b) LESSER RATES PERMITTED.—Nothing in this section or section 428C shall be

construed to prohibit a lender from charging a borrower interest at a rate less than
the rate which is applicable under this part.

“(c) CONSULTATION.—The Secretary shall determirie the applicable rate of interest

under this section after consultation with the Secretary of the Treasury and shall
publish such rate in the Federal Register as soon as practicable after the date of
determination.”.

(2) CONFORMING AMENDMENT.—Section 428B(d)(4) (20 U.S.C. 1078-2(d)(4)) is -
amended by striking “section 427A(c)” and inserting “section 427A(a)(3)".

(b) SPECIAL ALLOWANCES.—

(1) AMENDMENT.—Section 438(b)(2)F) (20 U.S.C. 1087-1(b)(2)(F)) is amended
to read as follows:
“(F) LOANS DISBURSED AFTER JULY 1, 1998.—

“(i) IN GENERAL.—Subject to paragraph (4) and clauses (ii), (iii), and (iv)
of this subparagraph, the special allowance paid pursuant to this subsection
on loans for which the first disbursement is made on or after July 1, 1998,
shall be computed—

“(I) by determining the average of the bond equivalent rates of 91-
day Treasury bills auctioned for such 3-month period;

“(II) by subtracting the applicable interest rates on such loans from
such average bond equivalent rate;

“(III) by adding 2.8 percent to the resultant percent; and

“(IV) by dividing the resultant percent by 4.

“(ii) IN SCHOOL AND GRACE PERIOD.—In the case of any loan for which the
first disbursement is made on or after July 1, 1998, and for which the appli-
cable rate of interest is described in section 427A(a)2), clause (G)III) of this
subparagraph shall be applied by substituting ‘2.2 percent’ for ‘2.8 percent’.

“(iii) PLUS LOANS.—In the case of any loan for which the first disburse-
ment is made on or after July 1, 1998, and for which the applicable rate
of interest is described in section 427A(a)(3), clause (i)(III) of this subpara-
graph shall be applied by substituting ‘3.1 percent’ for ‘2.8 percent’, subject
to clause (iv) of this subparagraph.

“(iv) LIMITATION ON SPECIAL ALLOWANCES FOR PLUS LOANS.—In the case
of loans disbursed on or after July 1, 1998, for which the interest rate is
determined under 427A(a)(3), a special allowance shall not be paid for a
loan made under section 428B unless the rate determined for any 12-month
period under section 427A(a)(3) exceeds 9 percent.”.

(2) CONFORMING AMENDMENT.—Section 438(b)(2)(C)(ii) is amended by striking
“In the case” and inserting “Subject to subparagraph (F), in the case”.

(c) EFFECTIVE DATE.—The amendments made by this section shall apply with re-

spect to any loan made, insured, or guaranteed under part B of title IV of the High-
er Education Act of 1965 for which the first disbursement is made on or after July
1, 1998.
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SEC. 417. FEDERALLY GUARANTEED STUDENT LOANS.

(a) REQUIREMENTS FOR FEDERAL INTEREST SUBSIDIES.—Section 428(a)(2) (20
U.S.C. 1078(a)(2)) is amended by striking everything preceding subparagraph (D)
and inserting the following: - ’

“(2) ADDITIONAL REQUIREMENTS TO RECEIVE SUBSIDY.—(A) Each student quali-
S;in% for a portion of an interest payment under paragraph (1) shall provide to
e lender a statement from the eligible institution, at which the student has
been accepted for enrollment, or at which the student is in attendance, which
certifies the eligibility of the student to receive a loan under this part and the
amount of the loan for which such student is eligible. .
“(B) A student shall qualify for a portion of an interest payment under para-
E}x{aph (1) if the eligible institution has provided the lender with a statement
at—

“(i) at the lender’s request, sets forth such student’s estimated cost of at-
tendance (as determined under section 472);

“(ii) sets forth such student’s estimated financial assistance; and

“(ii1) sets forth a schedule for disbursement of the proceeds of the loan
in installments, consistent with the requirements of section 428G.

“(C) For the Purpose of clause (ii) of subparagraph (B), a student shall qualify
for a portion of an interest payment under paragraph (1) if the eligible institu-
tion has provided the lender with a statement evidencing a determination of
need for a loan (as determined under part F of this title) and the amount of
such need, subject to_the provisions of subparagraph (D).”. :

(b) DURATION OF AUTHORITY.—Section 428(a)(5) is amended—

(1) by striking “September 30, 2002” and inserting “September 30, 2004”; and

(2) by striking “September 30, 2006” and inserting “September 30, 2008”.

(c) ANNUAL LOAN Lmmrrs.—Section 428(b)(1)(A) is amended—

(1) in clause (i)—

(A) by inserting “and” after the semicolon at the end of subclause (I); and
(B) by striking subclauses (II) and (ITI) and inserting the following:

“(ID) if such student is enrolled in a program of undergraduate
education which is less than one academic year, the maximum an-
nual loan amount that such student may receive may not exceed
the amount that bears the same ratio to the amount specified in
subclause (I) as the length of such program measured in semester,
trimester, quarter, or clock hours bears to one academic year;”; and

(2) by inserting “and” after the semicolon at the end of clause (iii).

(d) SELECTION OF REPAYMENT PLANS.—Section 428(b)(1)D) is amended by strik-
ing “and (iii)” and inserting the following: “(iii) the student borrower may annually
change the selection of a repayment plan under this part, and (iv)”.

(e) COINSURANCE.—Section 428(b)(1)(G) is amendeé) by striking “not less than”.

(f) DEFERMENTS.—Section 428(b)(1)(M) is amended—

(1) in clause (iXI), by inserting before the semicolon the following: “, except
that no borrower, notwithstanding the provisions of the promissory note, shall
be required to borrow an additional loan under this title in order to be eligible
to receive a deferment under this clause”; and

(2) in clause (ii), by inserting before the semicolon the following: “, except that
no borrower who c}ualiﬁes for unemployment benefits shall be required to pro-
vide any additional paperwork for a deferment under this clause”.

(g) LIMITATION, SUSPENSION, AND TERMINATION.—Section 428(b)1)(U) is amend-

(1) by striking “emergency action,,” each place it appears and inserting “emer-
gency action,”; and
(2) by striking “a compliance audit of each lender” and inserting the following:
“in the case of any lender that originates or holds more than $5,000,000 in loans
inage under this title during an annual audit period, a compliance audit of such
ender”. .
- (h) CI;JZ’DITIONAL INSURANCE PROGRAM REQUIREMENTS.—Section 428(b)(1) is further
amended— .
(1) by striking “and” at the end of subparagraph (W);
(2) in subparagraph (X)— ’
) by striking “428(c)(10)” and inserting “428(c)(9)”; and .
(B) by striking the (feriod at the end and inserting “; and”; and
3) b‘y adding at the end the following new subparas:‘aph:
‘(Y) provides that the lender shall determine the eligibility of a borrower
for a deferment described in subparagraph (M)(i) based on receipt of (i) a
request for deferment from the borrower, (ii) a newly completed loan appli-
cation that documents the borrower’s eligibility for a deferment, or (iii) stu-
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dent status information received by the lender that the borrower is enrolled
on at least a half-time basis.”.
(i) RESTRICTIONS ON INDUCEMENTS.—Section 428(b)(3) is amended—
(1) by striking subparagraph (C) and inserting the following:

“(C) conduct unsolicited mailings of student loan application forms to stu-
dents enrolled in secondary school or a postsecondary institution, or to par-
ents of such students, except that applications may be mailed to students
who have previously received loans guaranteed under this part by the guar-
anty agency; or”; and

(2) by adding at the end the following new sentence:
“It shall not be a violation of this paragraph for a guaranty agency to provide
assistance to institutions of higher education comparable to the kinds of assist-
ance provided to institutions of higher education by the Department of Edu-
cation.”. )
j) GUARANTY AGENCY INFORMATION TO ELIGIBLE INSTITUTIONS.—Section
428(c)(2)(H)(ii) is amended to read as follows:
“(ii) the guaranty agencK shall not require the payment from the in-
stitution of any fee for such information; and”. :
(k) FORBEARANCE.—Section 428(cX3) is amended—
(1) in subparagraph (A)i), by striking “written”;
(2) in subparagraph (B), by inserting before the semicolon the following: “, in-
cclluding gorbearance granted after consideration of a borrower’s total debt bur-
en”; an :
(3) in the last sentence—

(A) by striking “and (ii)” and inserting “(ii)”; and :

(B) by inserting before the period at the end the following: “, and (iii) for-
bearance for periods not to exceed 60 days if the lender reasonably deter-
mines that such suspensions are necessary to research or process informa-
tion relative to such loan or to collect appropriate documentation relating
to the borrower’s request for a deferment or forbearance”. :

(!) ASSIGNMENT.—Section 428(c)(8) is amended— . .
(1) by striking “(A)”; and ) '
(2) by striking subparagraph (B). Co .
(m) AGENCY TERMINATION.—Section. 428(c)9) is amended—
(1) in‘subparagraph (E)—- - o ' )

(A) by inserting “or” at the end of clause. (iv); o .

. (B) by.striking “; or” at the end of .clause (v) and inserting a period; and
.- " (C) by striking clause (vi); - : : . .
(2) in subparagraph (FXvii), l()fr st.rikihﬁ “to avoid disruption” and everything
that follows an inserting. “and .to. avoid disruption of the student loan pro-

(8)-in subparagraph (I), by inserting “on the record” after.“for a hearing”;.and- - ~
4) in subpar;&aph-(l{)—- - o .
“" (A) by strking “and Labor” and inserting “and the. Workforce”; and, - )
: (B_);gg' striking. everything. after “guaranty agency system” and inserting
a'period. . U oL -
(h) LENDER REFERRAL.—Section 428(e) is amended— . L
(1) in paragraph (1XB)ii), by striking “during the transition” and-everything
that follows through “part D of this title”;-and. . - .
(2) in paragraph (8), by striking “for costs of transition”. . )
(0) ACTION ON.AGREEMENTS.—Section 428(g) is amended by striking “and Labor”
and inserting “and the Workforce”.
(3)(p) LENDERS-OF-LAST RESORT.—Section 428(j) is amended by striking paragraph
(q) INCOME CONTINGENT REPAYMENT.—Section 428(m) is amended by striking
“shall require at least 10 percent of the borrowers” and inserting “may require bor-
rowers”. -
(r) STATE SHARE OF DEFAULT COSTS.—Subsection (n) of section 428 is repealed.
(s) BLANKET CERTIFICATE OF GUARANTY.—Section 428 of the Act is amended by
adding at the end the following new subsection:
“(n) BLANKET CERTIFICATE OF LOAN GUARANTY.—
“(1) IN GENERAL.—Any guaranty agency that has or enters into any insurance
program agreement with the Secretary under this part may—

“(A) offer eligible lenders participating in the agenc{‘s §uaranty 0|
blanket certificates of loan guaranty that permit the lender to make loans
without receiving prior approval from the %uaranty agency of individual
loans fordeligible borrowers enrolled in eligible programs at eligible institu-
tions; an
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“(B) provide eligible lenders with the ability to transmit electronically
data to the agency concerning loans the lender has elected to make under
the agency’s insurance program via standard reporting formats, such re-
porting to occur at reasonable, mutually acceptable intervals.

“(2) LIMITATIONS ON BLANKET CERTIFICATE OF GUARANTY.—A guaranty agency
and eligible lender may establish by mutual agreement limitations or restric-
tions on the number or volume of loans issued by a lender under the blanket
certificate of guaranty.”.

SEC. 418. VOLUNTARY AGREEMENTS WITH GUARANTY AGENCIES. :

Part B of title IV is amended by inserting after section 428 (20 U.S.C. 1078) the
following new section: :

“SEC. 428A. VOLUNTARY FLEXIBLE AGREEMENTS WITH GUARANTY AGENCIES.
“(a) VOLUNTARY AGREEMENTS.— : »

“(1) AUTHORITY. —Notwithstanding any other provision of law, the Secretary
may enter into a voluntary, flexible agreement with not more than 6 guaranty
agencies under this section, in lieu of agreements with a guaranty agency under
subsections (b) and (c) of section 428, under which the Secretary may waive or
modify any requirement under this title applicable to the responsibilities of the
Secretary and a guaranty agency. .

“(2) ELIGIBILITY.—Any guaranty agency that had one or more agreements
with the Secretary under subsections (b) and (c) of section 428 as of the day
before the date of enactment of this section may enter into an'agreement with
the Secretary under this subsection. )

“(b) TERMS OF AGREEMENT.—An agreement between the Secretary and a guaranty
agency under this section— :

“(1) shall be developed by the Secretary, in consultation with the guaranty
agency; .

“(2) shall be for a period not to exceed five years, and may be renewed upon
the agreement of the parties;

“(3) may include provisions— . . :

“(A) specifying the responsibilities of the guaranty agency under the
agreement, such as—

“(i) administering the issuance of insurance on loans - made under this
part on behalf of the Secretary; -

“(ii) monitoring insurance commitments made under this part;

“(iii) default prevention activities; :

“(iv) review of default claims made by lenders;

“(v) payment of default claims;

“(vi) collection of defaulted loans;

“(vil) adoption of internal systems of accounting and auditing that
are acceptable to the Secretary, and reporting the result thereof to the
Secretary on a timely, accurate, and auditable basis; - -

“(viii) timely and accurate collection and reporting of such other data
as the Secretary may require to carry out the purposes of the programs
under this title; ) :

“(ix) monitoring of institutions and lenders participating in the pro-
gram under this part; and ’ : : -

“(x) the performance of other program functions by the guaranty

agency. .

“(B) regarding the fees the Secretary shall pay, in lieu of revenues that
the guaranty agency may otherwise receive under this part, to the guaranty
agency under the agreement, and other funds that the guaranty agency
may receive or retain under the agreement, except that in no case may the
cost to the Secretary of the agreement, as reasonably projected by the Sec-
retary, exceed the cost to the Secretary, as similarly projected, in the ab-
sence of the agreement;

“(C) regarding the use of net revenues, as described in the agreement
under this section, for such other activities in support of postsecondary edu-

- cation as may-be agreed to by the Secretary and tEe guaranty agency;

“(D) regarding the standards by which the guaranty agency’s performance

of its responsibilities under the agreement will be assessed, and the con-
..sequences for a guaranty agency’s failure to achieve a specified level of per-
formance on 1 or more performance standards;

“(E) regarding the circumstances in which a guaranty agency’s agreement
under this section may be ended in advance of its expiration date;

Q
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“(F) regarding such other businesses, previously purchased or developed
with reserve funds, that relate to the program under this part and in which
the Secretary permits the guaranty agency to engage; and

“(G) such other provisions as the Secretary may determine to be nec-
essary to protect the United States from the risk of unreasonable loss and
to promote the purposes of this part; and

. “(4) shall provide for uniform lender participation with the guaranty agency
under the terms of the agreement. -

“(c) TERMINATION.—At the expiration or early termination of an agreement under
this section, the Secretary shall reinstate the guaranty agency’s prior agreements
under subsections (b) and (c) of section 428, subject only to such additional require-
ments as the Secretary determines to be necessary in order to ensure the efficient
transfer of responsibilities between the agreement under. this section and the agree-
ments under subsections (b) and (c) of section 428, including the guaranty agency’s
compliance with reserve requirements under sections 422 and 428.7.

SEC. 419. FEDERAL CONSOLIDATION LOANS." )

(a) dAg}_?.EEMENTS WITH LENDERS.—Section 428C(a) (20 U.S.C. 1078-3(a)) is
amended— )

. (1) by striking subclause (II) of paragraph (3)B)(i) and inserting the follow-
ing: : .

“(II) that loans received during the 180-day period following the making
of the consolidation loan may be added to the consolidation loan.”; and
(2) by striking subparagraph (C) of paragraph (4) and inserting the following:

“(C) made under part D of this title;”. ' :

(b) CONTENTS OF AGREEMENTS.—Section 428C(b) is amended—

(1) in paragraph (1)XA), by. striking “under this section and (i)” and everything
that follows and inserting “under this section;”; ’ h ’

(2) in paragraph (4)C)(ii)}— =~ . :

(A) by redesignating subclause (III) as subclause (IV);
(B) by inserting after subclause (II) the following new clause:
“(III) by the Secretary, in the case of a consolidation loan for which
the application is received by an eligible lender on or after October 1,
- 1998, except that the Secretary shall pay such interest only on that
portion of the loan that repays Federag tafford Loans for which the
student borrower received an interest subsidy under section 428 or Fed-
- eral Direct -Stafford: Loans for which the borrower received an interest
" subsidy under section 455; or”; and o
(C) in subclause (IV) (as redesignated), by striking “subclause-(I) or (II)”
and inserting “subclause (I), (IT); or (II1)”; and .

(3) in paragraph (6)(A), by inserting before the semicolon at the end the fol-
lowing: “except that (i) a lender is not required to consolidate loans described
in subparagragh (D) or (E) of subsection (a)(4); and (ii) a lender is not prohib-
ited from establishing a minimum loan balance for which it will process a con-
-solidation loan application”. ) !

(c) EXTENSION OF AUTHORITY.—Section 428C(e) is amendzd by striking “Septem-
ber 30, 2002” and inserting “September 30, 2004”.

SEC. 420. DISBURSEMENT. . . )

(a) REQUIREMENTS.—Section 428G(a)(1) (20 U.S.C. 1078-7(a)(1)) is amended by in-
serting “greater than one semester, one trimester, one quarter, or four months” after
“period of enrollment”. -

(b) DISBURSEMENT.—Section 428G(b)(1) is amended by adding at the end the fol-
lowing new sentence: “An institution whose cohort default rate (as determined
under section 435(a)) for each of the three most recent fiscal years for which data
are available is less than 10 percent shall be exempt from the requirements of this
paragraph.”. .

.(c) WITHHOLDING OF SECOND DISBURSEMENT.—Section 428G(d)(2) is amended by
inserting “by more than $300” after “under this title”. ‘

SEC. 421. UNSUBSIDIZED STAFFORD LOANS.
(a) ELIGIBLE BORROWERS.—Section 428H(b) (20 U.S.C. 1078-8(b)) is amended by
striking “which—" and everything that follows and inserting the following:
“which certifies the eligibility of the student to receive a loan under this part and
the amount of the loan for which such student is eligible. A student shall qualify
for a loan if the eligible institution has provided the lender with a statement that—
“(1) at the lender’s reguest, sets forth such student’s estimated cost of attend-
ance (as determined under section 472);
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“(2) sets forth such student’s estimated financial assistance, including a loan
which qualifies for subsidy payments under section 428; and

“(3) sets forth a schedule for disbursement of the proceeds of the loan in in-
stallments, consistent with the requirements of section 428G.”.

(b) LOAN LiMITs.—Section 428H(d)(2)(A) is amended—

(1) by inserting “and” after the semicolon at the end of clause (i); and

(2) by striking clauses (ii) and (iii) and inserting the following:

“(ii) 1f such student is enrolled in a program of undergraduate edu-
cation which is less than one academic year, the maximum annual loan
amount that such student may receive may not exceed the amount that
bears the same ratio to the amount specified in clause (i) as the length
of such program measured in semester, trimester, quarter, or clock
hours bears to one academic year;”. :

(c) QUALIFICATION.—Section 428H(e) is amended by adding at the end the follow-
ing new paragraph: :

‘(7) QUALIFICATION FOR FORBEARANCE, DEFERMENT, AND INCOME-SENSITIVE
REPAYMENT.—A borrower of a loan made under this section may qualify for a
forbearance or deferment, or an income-sensitive repayment plan for which the
borrower is eligible, immediately upon receipt by the lender or holder of a re-
quest from the borrower. Any necessary supporting documentation shall be se-
cured by the lender or holder within 30 days of the request in order to continue
the forbearance, deferment, or income-sensitive repayment plan.”.

(d) REPEAL.—Section 428H(f) is repealed.

SEC. 422. REPEAL OF LOAN FORGIVENESS.

Section 428J (20 U.S.C. 1078-10) is repealed.
SEC. 423. LEGAL POWERS AND RESPONSIBILITIES.

(a) GENERAL POWERS.—Section 432(a)2) (20 U.S.C. 1082(a)(2)) is amended by in-
serting “except that this section shall not be deemed to limit court review under
chapter 7 of title 5, United States Code” after “Secre s control”.

(b) AUDIT OF FINANCIAL TRANSACTIONS.—Section 432(f)(1) is amended—

(1) in subparagraph (B), by striking “section 435(d)(1) (D), (F), or (H);" and
inserting “section 435(dX1); and”; o . :

(2) in subparagraph (C)— o

(A) by striking “and Labor” and inserting “and the Workforce”; and
(B) by striking “; and” and inserting a period; and
(3) by stnkinigxbparagraph (D). . .
ISTANCE.—Section 432(kX3) is amended by strik.i_ng “Within. -
1 year” and everything that follows through “1992, the” and inserting “The”.

(d).COMMON FORMS AND-FORMATS.—Section 432(m) is amended— .

(1) in para; tlfh (1XA), by striking “The Secretary” and inserting “Subject to

: paragraph (25,m e Secretary”; e : : ’ i
_(2) by: striking subpa ?aph-(C) of paragraph (1);:. . . ]

(3)hir(12§ubp§:lgggr;ap (D), by striking “Nothing” and inserting “Subject to para-
grap. , nothing”; : : '

(4) by redesignating subparagraph (D) of such paragraph- as subparagraph

o . (E’i)_by redesighating paragi‘aphs (2) and (3) as paragraphs (3) and (4), respec- °

vely . - .
6 b inserting after paragraph (1) the following new paragraph: .
“(2) FREE APPLICATION FOR FEDERAL STUDENT AID.—For academic year 1999—
2000 and thereafter, the Secretary shall prescribe the Free Application for Fed-
eral Student Aid as the application form under this part (other than sections
428B and 428C).”; and
(7) by adding at the end the following new paragraph:
“5) TER PROMISSORY NOTE.—
“(A) DEVELOPMENT AND APPROVAL.—Within 180 days of enactment of this
Act, the Secretary, in cooperation with representatives of guaranty agen-
cies, eligible lenders, institutions, students, and organizations involved in
student financial assistance, shall develop and ex:ﬁprove a master promissory
note that will allow for a multiyear line of credit. Such note shall address
the needs of participants in the programs under this part. The Secretary
shall also develop and approve a corresponding master promissory note for
use under part D of this title that advﬁ-esses the needs of participants in
the programs under such part.
“(B) SALE AND ASSIGNMENT; ENFORCEMENT.—Notwithstanding the preced-
ing provisions of this section, each loan made under a master promissory
note providing for a line of credit may be sold and assigned independently
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of any other loan made under the same promissory note, and each such

loan shall be separately enforceable in all State and Federal courts on the

basis of an original or copy of the master promissory note with its terms.”.
(e) DEFAULT REDUCTION MANAGEMENT.—Section 432(n) is amended—
(1) in paragraph (1), by striking “1993” and inserting “1999”; and

. (2) in paragraph (3), by striking “and Labor” and inserting “and the Work-

orce”. .
(f) REPORTING REQUIREMENT.—Section 432(p) is amended by striking “State post-
secondary reviewing entities designated under subpart 1 of part H,”.

SEC. 424. STUDENT LOAN INFORMATION. ’

Section 433 (20 U.S.C. 1083) is amended—
(1) in the first sentence of subsection (a), by inserting “in simple and under-
standable terms” after “to the borrower”; and
(2) in the first sentence of subsection (b), by inserting “in simple and under-
standable terms” after “under this subsection”. .- -

SEC. 425. DEFINITIONS.

(a) COHORT DEFAULT RATE.—Section 435(a) (20 U.S.C. 1085(a)) is amended—
(1) in subparagraph (A) of paragraph (2)— :

(A) by striking “or” at the end of clause (i); and

(B) by striking clause (ii) and inserting the following:

“(ii) there are exceptional mitigating circumstances within the meaning
of Paragraph (4); or

“(iii) there are, in the judgment of the Secretary, other exceptional miti-
gatingbciircumstances that would make the application of this paragraph in-
equitable.”;

2) ?n subparagraph (C) of paragraph (2), by striking “July 1, 1998,” and in-
serting “July 1, 1999,”;

(3) in paragraph (8), by inserting “or, at the request of the institution, a com-
plete copy of the records for loans made under this part or of the direct loan
servicer for loans made under part D” after “and loan servicers”; and

4) b]v)adding at the end the following new paragraphs:

“(4) DEFINITION OF MITIGATING CIRCUMSTANCES.—For purposes of paragraph
(2), an institution shall be treated as having exceptional mitigating cir-
cumstances that make application of that paragraph inequitable if such institu-
tion is certified by a certified public accountant to meet each of the following
criteria: ,

“(A) at least two-thirds of the students enrolled on at least a half-time
basis at the institution— .

“(i) are eligible to receive a Federal Pell Grant award that is at least
equal to one-half the maximum Federal Pell Grant award for which the
student would be eligible based on his or her enrollment status; or

“(ii) have an adjusted gross income of the student, and his or her par-
ents (unless the student is an independent student), of less than the
poverty level, as determined under criteria established by the Depart-
ment of Health and Human Services; )

“(B) at least two-thirds of the students enrolled on a full-time basis at the
institution in any 12-month period ending not more than six months prior
to the date the institution submits its appeal, and who remain enrolled be-
yond the point at which the student would be entitled to a tuition refund
of 100 Percenb——-

“(i) complete the educational program in which they are enrolled
within the time normally required to complete that program, as speci-
fied in the institution’s enrollment contract, catalog, or other materials;
or .

“(ii) continue to be enrolled and are making satisfactory academic
progress toward completion of their program; or .

“(ii) have ent.eref active duty in the armed forces of the United
States; and

“(C) at least two-thirds of the students enrolled on a full-time basis at the
institution who complete the educational program in which they are en-
rolled within any 12-month period ending not more than six months prior
to the date the institution submits its aipeal are placed for at least 13
weeks in an emplexment position for which they have been trained, or are
enrolled for at least 3 weeks in higher level education program for which
the educational progran™of the institution provided substantial preparation,
or have entered active duty™in the armed forces of the United States.

“(5) REDUCTION OF DEFAULT RATE> A™ CERTAIN MINORITY INSTITUTIONS.—
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‘“(A) BENEFICIARIES OF EXCEPTION REQUIRED TO ESTABLISH MANAGEMENT
PLAN.—After July 1, 1998, any institution.that has a cohort default rate
that e?uals or exceeds 25 percent for each of the three most recent fiscal
years for which data are available and that relies on the exception in para-
g;‘laﬁh (2)(C) of this subsection to continue to be an eligible institution
shall—

“(i) submit to the Secretary a default management plan which the
Secretary, in his discretion, after consideration of the institution’s his-
tory, resources, dollars in default, and targets for default reduction, de-
termines is acceptable and ;())rovides reasonable assurance that the in-
stitution will, by July 1, 2001, have a cohort default rate that is less
than 25 percent;

“(ii) engage an independent third party (which may be paid with
funds received under part B of title IIl) to provide technical assistance
in implementing such default management plan; and

“(ii1) provide to the Secretary, on an annual basis or at such other
intervals as the Secretary may require, evidence of cohort default rate
improvement and successful implementation of such default manage-
ment plan.

“(B) DISCRETIONARY ELIGIBILITY CONDITIONED ON IMPROVEMENT.—Not-
withstanding the iration of the exception in paragraph (2)(C), the Sec-
retary may, in hise)gi)scretion, continue to treat an institution described in
subparagraph (A) of this paragraph as an eligible institution for each of the
one-year periods beginnin on July 1, 1999, and July 1, 2000, only if the
institution submits by the beginning of such period evidence satisfactory to
the Secretary that—

“(i) such institution has complied and is continuing to comply with
the requirements of subparagraph (A); and

“(ii) such institution has made substantial improvement, during each
of the preceding one-year periods, in its cohort default rate.

“(6) SPECIAL RULE BASED ON PARTICIPATION RATE INDICES.—(A) An institution
that demonstrates to the Secretary that its participation rate index (as defined
in regulations in effect on July 1, 1996) is equal to or less than .0375 for any
of the three most recent ﬁscaly years for which data are available shall not be
subject to paragraph (2). :

“(JB) An institution shall provide the Secretary with sufficient data to deter-
mine its participation rate index within 30 days after receiving an initial notifi-
cation of its draft cohort default rate.

“(C) Prior to publication of a final cohort default rate for an institution that
provides the data under subparagraph (B), the Secretary shall notify the insti-
tution of its compliance or noncompliance with subparagraph (A).”.

(b) ELIGIBLE LENDER.—Section 435(d) is amended—

(1) in paragraph (1)(A)(ii)—

(A) by striking “or” at the end of subclause (I); and

(B) by inserting before the semicolon at the end of subclause (II) the fol-
lowing: “, or (III) it is a bank that is a wholly owned subsidiary of a non-
profit foundation, the foundation is described in section 501(c)(3) of the In-
ternal Revenue Code of 1986 and exempt from taxation under section
501(a) of such Code and has been participating in the program authorized
by this part for three years as of the date of enactment of the Higher Edu-
cation endments of 1998 and only makes loans to undergraduate stu-
dents who are 22 years of age or younger and has a portfolio of not more
than $10,000,000; and in determining whether the making or holding of
loans to students and parents under this part is the primary consumer
credit function of the eligible lender, all loans (including student loans and
other consumer loans) made or held as trustee or in a trust capacity for the
benefit of a third party shall be considered”;

(2) in paragraph (1)—

(A) by stnking “and” at the end of subparagraph (I);

(Bilby stériking the period at the end of subparagraph (J) and inserting
“ and”; an

(C) by adding at the end the following new subparagraph:

“(K) a wholly owned subsidiary of a publicly held holding comgany which,
for the three years preceding the date of enactment of this subparagraph,
through one or more subsidiaries (i) acts as a finance company, and (ii) par-
&;:)ipatesdin the program authorized by this part pursuant to subparagraph

.5 an
(3) in paragraph (5), by adding at the end the following new sentence:
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“It shall not be a violation of this paragraph for a lender to provide assistance
to institutions of higher education comparable to the kinds of assistance pro-
vided to institutions of higher education by the Department of Education.”.

(¢) LINE OF CREDIT.—Section 435(e) is amended to read as follows:

“(e) LINE OF CREDIT.—The term ‘line of credit’' means an agreement between the
lender and the borrower pursuant to a master promissory note under which the
lender may make and disburse, in addition to the initial loan, additional loans in
subsequent years.”.

SEC. 426. DISCHARGE.

(a) DOCUMENTATION.—Section 437(a) (20 U.S.C. 1087(a)) is amended by adding at
the end the followinF: “A certification of permanent and total disability from a Vet-
eran’s Hospital shall be acceptable documentation for discharge under this sub- -
section.”. : .

(b) DISCHARGE.—Section 437(c)(1) is amended—

(1) by inserting after “falsely certified by the eligible institution,” the follow-
ing: “or if the institution failed to make a refund of loan proceeds which it owed
to such student’s lender,”; and

(2) by adding at the end the following new sentences: “In the case of a dis-
charge based upon a failure to refund, the amount of the discharge shall not
exceed that portion of the loan which should have been refunded. The Secretary
shall report to the Committee on Education and the Workforce of the House of
Representatives and the Committee on Labor and Human Resources of the Sen-
ate annually as to the dollar amount of loan discharges attributable to failures
to make refunds.”.

SEC. 427. CANCELLATION OF LOANS FOR CERTAIN PUBLIC SERVICE.

Section 437 is further amended—

(1) in the section heading, by strikindg out the period at the end thereof and
inserting in lieu thereof a semicolon and “loan forgiveness for teaching.”

(2) by amending the heading for subsection (c) to read as follows: “DISCHARGE
RELATED TO SCHOOL CLOSURE OR FALSE CERTIFICATION.—”; and

(3) by adding at the end thereof the following new subsection:

“(e) CANCELLATION OF LOANS FOR TEACHING.—

“(1) FUNCTIONS OF SECRETARY.—The Secretary shall discharge the liability of
a borrower of a qualifying loan by repaying the amount owed on the loan, to
the extent specified in paragraph (4), for service described in paragraph (3).

“(2) QUALIFYING LOANS.— |

. “(A)fIN GENERAL.—For purposes of this subsection, a loan is a qualifying
oan if—

“(i) the loan was made under section 428 on or after the date of en-
actment of the Higher Education Amendments of 1998 to a borrower
who, on the date of entering into the note or other written evidence of
the loan, had no outstanding balance of principal or interest on any
loan made before such date; and ) :

“(ii) the loan was obtained to cover the cost of instruction for an aca-
demic year after the first and second year of undergraduate education.

“(B) LIMITATION.—The Secretary may not repay loans described in sub-
paragraph (A) to cover the costs of instruction for more than two academic
years, or three academic years in the case of a program of instruction nor-
mally requiring five years.

“(C) TREATMENT OF CONSOLIDATION LOANS.—A loan made under section
428C may be a qualifying loan for the purposes of this subsection only to
the extent that such loan was used to repay a loan or loans that meet the
requirements of subparagraphs (A) and (B), as determined in accordance
with regulations prescribed by the Secretary.

“(8) QUALIFYING SERVICE.—A loan shall be discharged under paragraph (1) for
service by the borrower as a full-time teacher for each complete academic year
of service, after completion of the second academic year of service, in a public
or other nonprofit private elementary or secondary school—

“(A) which is in the school district of a local educational agency which is
eligible in such year for assistance pursuant to title I of the Elementary
and Secondary Education Act of 1965; and :

“(B) which for the purpose of this paragraph and for that year has been
determined by the State educational agency of the State in which the school .
is located to be a school in which the enrollment of children counted under
section 1124(c) of the Elementary and Secondary Education Act of 1965 ex-
ceeds 30 percent of the total enrollment of that school.

Q
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“(4) RATE OF DISCHARGE.—(A) Loans shall be discharged under this subsection
at the rate of—

“(i) 30 percent for the first or second complete academic year of qualifying
_ser)vice ;s described in paragraph (3) (after completion of two years of serv-
ice); an .

“(ii) 40 percent for the third complete year of such %lllflifﬁng service.

“(B) The total amount that may be discharged under this subsection for any
borrower shall not exceed $17,750.

“(C) If a portion of a loan is dischar%ed under subparagraph (A) for any year,
the entire amount of interest on that loan that accrues for that year shall also
be dischar&ﬁd by the Secretary.

‘(D) Nothing in this section shall be construed to authorize refunding of any
repayment of a loan.

‘(5) LIMITATION ON TEACHER ELIGIBILITY.— :

“(A) SECONDARY SCHOOL TEACHERS.—A borrower may not receive assist-
ance under this subsection by virtue of teaching in a secondary school un-
less such borrower majored in the subject area in which they are teaching.

“(B) ELEMENTARY SCHOOL TEACHERS.—A borrower may not receive assist-
ance under this subsection by virtue of teaching in a elementary school un-
less such borrower demonstrates, in accordance with State teacher certifi-
cation or licensing requirements, subject matter knowledge and teaching
skills in reading, writing, mathematics, and other subjects taught in ele-
mentary schools.

“(6) RULE OF CONSTRUCTION.—The amount of a loan, and interest on a loan,
that is canceled under this subsection shall not be considered income for pur-
poses of the Internal Revenue Code of 1986.

“(7) PREVENTION OF DOUBLE BENEFITS.—No borrower may, for the same serv-
ice, receive a benefit under both this subsection and subtitle D of title I of the
National and Community Service Act of 1990 (42 U.S.C. 12571 et seq.).

‘(8) METHOD OF PAYMENT.—The Secretary shall specify in regulations the
manner in which lenders shall be reimbursed for loans made under this part,
or Portions thereof, that are discharged under this subsection.

“(9) LisT.—If the list of schools in which a teacher may perform service pursu-
ant to paragraph (3) is not available before May 1 of any year, the Secretary
may use the list for the year preceding the year for which the determination
is made to make such service determination.

}‘1‘( 1}(1)) CONTINUING ELIGIBILITY.—Any teacher who performs service in a school
which—

“(A) meets the requirements of paragraph (3) in any year during such
service; and .

“(B) in a subsequent year fails to meet the requirements of such sub-
section, .

may continue to teach in such school and shall be eligible for loan cancellation
pursuant to this subsection with respect to such subsequent years.”. .
SEC. 428. DEBT MANAGEMENT OPTIONS.
Section 437A (20 U.S.C. 1087-0) is repealed.
SEC. 429. SPECIAL ALLOWANCES.
(a) COMPUTATION.—Section 438(b)(2) (20 U.S.C. 1087-1(b)2)) is amended—

(dl) in subparagraph (A), by striking “(E), and (F)” and inserting “and (E)”;
an

(2) in subparagraph (B)iv), by striking “, (E), or (F)” and inserting “or (E)”.

(b) ORIGINATION FEES.—Section 438(c) is amended—

(1) in paragraph (2)—

(A) by striking “(other than” and inserting “(including loans made under
section 428H, but excluding”; and :

(B) by adding at the end the following new sentencc: “Except as provided
in é)aragraph 58), a lender is not authorized to assess an origination fee
under this paragraph unless the lender assesses the same fee to all student
borrowers.”; an

(2) by adding at the end the following new paragraph:

“(8) EXCEPTION.—Notwithstanding paragraph (2), a lender may assess a less-
er origination fee for a borrower demonstrating greater financial need as deter-
mined by such borrower’s adjusted gross family income.”.

(c) LENDING FROM PROCEEDS OF TAX EXEMPT OBLIGATIONS.—Section 438 is
amended—

(1) by striking subsection (e); and

(2) by redesignating subsection (f) as subsection (e).

Q
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(d) STUDY.—Section 438 is amended by adding at the end the following new sub-
section:

“(f) STUDY.—The Comptroller General shall conduct a statistical analysis of the
subsidized and unsubsidized student loan programs under part B to gather data on
lenders’ policies on charging origination fees and to determine if there are any
anomalies that would indicate any institutional, programmatic, or socioeconomic dis-
crimination in the assessing or waiving of such fees. The Comptroller General shall
report to the t}p roglriate committees of Congress within two years after the date
of enactment o (Sle igher Education Amendments of 1998.”.

PART C—FEDERAL WORK-STUDY PROGRAMS

SEC. 435. AMENDMENTS TO PART C.

(a) EXTENSION OF AUTHORITY; DEFINITION.—
(1) ELIGIBLE STUDENTS.—Section 441(a) (20 U.S.C. 2751(a)) is amended by in-
serting after “professional students” the following: “, including students partici-
ating in an internship or practicum, or as a research assistant, as determined
y the Secretary,”.
(2) EXTENSION OF AUTHORITY.—Section 441(b) is amended by striking
“$800,000,000 for fiscal year 1993” and inserting “$1,000,000,000 for fiscal year
1999”.

(3) DEFINITION OF COMMUNITY SERVICE.—Section 441(c) is amended by strik-
ix}llg “which are” and inserting “that are performed off-campus or on-campus and

at are”.

(b) ALLOCATION OF FUNDS.—Section 442 (42 U.S.C. 2752) is amended—
- (1) by striking subsection (b);

(2) in subsection (c)(1), by striking “three-quarters of the remainder” and in-
serting “the remainder”;

3) m( s)ubsection (eX2)(A)({), by striking “subsection (d)” and inserting “sub-
section (c)”;

(b)('?) indsubsection (e)(1), by striking “subsection (c)” and inserting “subsection
; an

(5) by redesignating subsections (c), (d), (e), and (f) as subsections (b), (c), (d),
and (e), respectively.

(c) TUTORING AND LITERACY ACTIVITIES.—Section 443 of the Higher Education Act
of 1965 (42 U.S.C. 2753) is amended— ' '

(1) in subsection (b)(2)—

A) by striking “and” at the end of subparagraph (A);

(B) by redesignating subgaragraph (B) as subparagraph (C); and

(C) by inserting after su paras'raph (A) the following new subparagraph:

“(B) in academic year 1999 and succeeding academic years, an institution
shall use at least 2 percent of the total amount of funds granted to such
institution under this section for such academic year in accordance with
subsection (d); and”; and

(2) by adding at the end the following new subsection:

“(d) TUTORING AND LITERACY ACTIVITIES.—

“(1) USE OF FUNDS.—In any academic year to which subsection (b)2)(B) ap-
plies, an institution shall use the amount required to be used in accordance
with this subsection to compensate (including compensation for time spent in
directly related training and travel) students—

“(A) employed as a reading tutor for children who are in preschool
through elementary school; or
*“(B) employed in family literacy projects.
“(2) PRIORITY FOR SCHOOLS.—An institution shall—
“(A) give priority, in using such funds, to the employment of students in
the provision of tutoring services in schools that—
“(i) are identified for school improvement under section 1116(c) of the
Elementary and Secondary Education Act of 1965; or
“(il) are selected by a local educational agency under section
15104(a)(2) of such Act; and
“(B) ensure that any student compensated with such funds who is em-
loyed in a school selected under section 15104(a)(2) of the Elementary and
econdary Education Act of 1965 is trained in the instructional practices
based on reliable, replicable research on reading used by the school pursu-
ant to such section 15104.

“(3) FEDERAL SHARE.—The Federal share of the compensation of work study

students compensated under this subsection may exceed 75 percent.
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“(4) WATVER.—The Secretary may waive the requirements of this subsection
if the Secretary determines that enforcing such requirements would cause a
hardship for students at the institution.

“(5) RETURN OF FUNDS.—Any institution that does not use the amount re-
?uired under this subsection, and that does not request and receive a waiver
rom the Secretary under paragraph (4), shall return to the Secretary, at such
time as the Secretary may require for reallocation under paragraph (6), any bal-
ance of such amount that is not used as so required.

“(6) REALLOCATION.—The Secretary shall reallot any amounts returned pursu-
ant to para%iaph (5) among institutions that used at least 4 percent of the total
amount of funds nted to such institution under this section to compensate
students emﬁ;:lo ed in tutoring and literacy activities in the preceding academic
year. Such nXs shall be reallotted among such institutions on the same basis
as excess eligible amounts are allocated to institutions pursuant to section
442(c). Funds received by institutions pursuant to this paragraph shall be used
in bt‘.he same manner as amounts required to be used in accordance with this
subsection.”.

(d) GRANT REQUIREMENTS.—

(1) d(z:gMMUNITY SERVICE.—Section 443(b)2)A) (42 U.S.C. 2753(b)(2)(A)) is
amended—
(A) by striking “in fiscal year 1994 and succeeding fiscal years,”; and
(B) by inserting “(including time spent in travel or training, or both, di-
rectly related to such community service)” after “community service”.

(2) USE OF FUNDS FOR INDEPENDENT AND LESS-THAN-FULL-TIME STUDENTS.—
Section 443(b)(3) (42 U.S.C. 2753(b)(3)) is amended to read as follows:

“(3) provide that in the selection of students for employment under such
work-study program, only students, who demonstrate financial need in accord-
ance with part F of this title, and who meet the requirements of section 484
will be assisted, except that if the institution’s grant under this part is directly
or indirectly based in part on the financial need demonstrated by students who
are (A) attending the institution less than full time, or (B) independent stu-
dents, then grant funds shall be made available to such less than full-time and
independent students;”.

(3) AVAILABILITY OF EMPLOYMENT.—Section 443(b)(6) is amended by striking
everything after “in need thereof” and inserting a semicolon.

(4) ACADEMIC RELEVANCE.—Section 443(c)(4) is amended by inserting before
the semicolon at the end the following: “, to the maximum extent practicable”.

(e) FLEXIBLE USE OF FUNDS.—Section 445(b) (42 U.S.C. 2755(b)) is amended by
adding at the end the following new paragraph:

“(3) An eligible institution may, with the permission of a student, make payments
to the student under this part by crediting the student’s account at the institution
or by making a direct deposit to the student’s account at a depository institution.
An eligible institution may only credit the student’s account at the institution for
(A) tuition and fees, (B) in the case of institutionally owned housing, room and
board, and (C) other institutionally provided goods and services.”.

® .{iog LOCATION AND DEVELOPMENT PROGRAMS.—Section 446 (42 U.S.C. 2756) is
amended—

Q

(1) in subsection (a)(1)—

(A) by striking “$50,000” and inserting “$60,000”; and

(B) by striking “community service jobs, for currently enrolled students”
and inserting “community service jobs and cooperative education jobs, for
currently enrolled students, including students participating in work-study
programs under this part”; and

(2) in subsection (b)}—

(A) by redesignating paragraphs (4) through (6) as paragraphs (5)
through (7); and

(B) by inserting after paragraph (3) the following new paragraph:

“(4) provide that the institution will notify the Secretary if the institution will
use funds under this section to develop cooperative education jobs and will pro-
vide assurances that—

“(A) the funds provided under this paragraph will supplement and not
supplant any cooperative education funds available to the institution;

“(B) in the case of 2-year programs, funds will be used to develop and ex-
pafld cooperative education, jobs for associate degree or certificate students
only;

“(C) the work portion of a cooperative education job developed or ex-
panded under this paragraph will be related to a student’s academic pro-
gram; and

RIC 97

Aruitoxt provided by Eic:



56

“(D) the institution will furnish the Secretary a report on cooperative edu-
cation Jobs expanded and developed under this paragraph, including—
(i) how the funds were used;
“(ii) a list of employers and whether the employer is a for-profit or
not-for-profit entity; and

“(iii) the employers’ role in the cooperative education job.”.

(g) WORK COLLEGES EXTENSION OF AUTHORITY.—Section 448(f) (42 U.S.C.
2756b(f)) is amended by striking “1993” and inserting “1999”.

PART D—WILLIAM D. FORD FEDERAL DIRECT LOAN
PROGRAM | :

]

SEC. 436. SELECTION OF INSTITUTIONS.

(a) GENERAL AUTHORITY.—Section 453(a) (20 U.S.C. 1087c(a)) is amended—

(1) by striking “PHASE-IN" and everAyth.ing that follows through “GENERAL AU-
THORITY.—” and inserting “GENERAL AUTHORITY.—"; and
(2) by striking paragraphs (2), (3), and (4). :

(b) SELECTION CRITERIA.—Section 453(b)(2) is amended by striking “prescribe,”
anqbeveryﬂﬁng.that follows through the end of subparagraph (B) and inserting “pre-
scribe.”.

(c) ORIGINATION.—Section 453(c) is amended—

(1) in paragraph (2)— .
(A) in the heading, by striking “TRANSITION SELECTION CRITERIA” and in-
serting “SELECTION CRITERIA”; - i L
(B) by striking “For academic year 1994-1995, the Secretary” and insert-
ing “The Secretary”; ’ :
C) by striking subparafragh (A); and : .
(D) in subparagraph (E), by striking everything after “deficiencies” and
inserting a semicolon; and .. . L
(E) bﬁ' redesignating subparagraphs (B) through (H) as subparagraphs (A)
through (G); and - oo
(2) in paragraph (3)— - Co-
(A) in the heading, by striking “AFTER TRANSITION”; and . '
(B) by striking “For academic year 1995-1996 and subsequent academic
years, the Secretary” and inserting “The Secretary”. .

SEC. 437. TERMS AND CONDITIONS. '

(a) INTEREST RATES.— : : .
" l(l 1) AMENDMENT.—Section 455(b) (20 U.S.C. 1087e(b)) is amended to read as
ollows: - ot .o

“(b) INTEREST RATE.— : T t -

“(1) RATES FOR FDSL AND FDUSL.—For Federal Direct Stafford Loans and Fed-
eral Direct Unsubsidized Stafford Loans for which the first disbursement is
made on or after July 1, 1998, the applicable rate of interest shall, during any
12-month period beginning on July 1 and ending on June 30, be determined on
the preceding June 1 and be equal to— o ‘

“(A) the bond equivalent rate of 91-day Treasury bills auctioned at the
final auction held prior to such June 1; plus . ’
“(B) 2.3 percent,
except that such rate shall not exceed 8.25 percent. : : o

“(2) IN SCHOOL AND GRACE PERIOD RULES.—With respect to any Federal Direct
Stafford Loan or Federal Direct Unsubsidized Staffors Loan for which the first
disbursement is made on or after July 1, 1995, the applicable rate of interest
for interest which accrues— - :

“(A) prior to the beginning of the repayment period of the loan; or
“(B) during the period in which principal need not be paid (whether or
not such principal is in fact paid) by reason of a provision described in sec-
tion 428(b)(1)(M) or 427(a)(2)(C),
shall be determined under paragraph (1)-by substituting ‘1.7 percent’ for ‘2.3

percent’. -

“(3) PLUS LOANS.—With respect to Federal Direct PLUS Loans for which the
first disbursement is made on or after July 1, 1998, the applicable rate of inter-
est shall be determined under paragraph (1)— :

“(A) by substituting ‘3.1 percent’ for ‘2.3 percent’; and
“(B) by substituting ‘9.0 percent’ for ‘8.25 percent’.

“(4) REPAYMENT INCENTIVES.—Notwithstanding any other provision of this

part, the Secretary is authorized to prescribe in regulation such reductions in
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the interest rate paid by a borrower of a loan made under this part as the Sec-
retary determines appropriate to encourage on-time repayment. Such reductions
may be offered only if the Secretary determines they are both cost neutral and
in the best financial interest of the Federal Government. Any increase in sub-
sidy costs resulting from such reductions must be completely offset by cor-
responding savings in funds available for the Direct Loan Program in that fiscal
year from section 458 and other administrative accounts.

“(5) PUBLICATION.—The Secretary shall determine the applicable rates of in-
terest under this subsection after consultation with the Secretary of the Treas-
ury and shall publish such rate in the Federal Register as soon as practicable
after the date of determination.”.

(2) EFFECTIVE DATE.—The amendments made by this section shall apply with
respect to any loan made under part D of title IV of the Higher Education Act
of 1965 for which the first disbursement is made on or after July 1, 1998.

(b) CONSOLIDATION LOANS.—The first sentence of section 455(g) is amended by
striking everything after “section 428C(a)(4)” and inserting a period.

SEC. 438. CONTRACTS.

Section 456(b) (20 U.S.C. 1087f(b)) is amended—
(1) by inserting “and” after the semicolon at the end of paragraph (3);
(2) by striking paragraph (4); and
(3) by redesignating paragraph (5) as paragraph (4).

SEC. 439. FUNDS FOR ADMINISTRATIVE EXPENSES.

Section 458 (20 U.S.C. 1087h) is amended—
(1) in subsection (a)1), by striking subparagraph (B) and everything that fol-
lows and inserting the following:
“(B) account maintenance fees payable to guaranty agencies under part

B and calculated in accordance with paragraph (2),

not to exceed (from such funds not otherwise appropriated) $626,000,000 in fis-

cal .year 1999, $726 000,000 in fiscal year 2000, $770,000,000 in fiscal year

2001, $780, 000 ,000 in ﬁscal year 2002, and-$795, 000 000 in ﬁscal year 2003. Ac-

count maintenance fees under subparagraph (B) of this paragraph shall be paid

uarterly and -deposited in the Operating Fund established under 422B. The

] ry may carry over funds available under this ‘section to a subsequent fis-
- cal year.”;

(2). by striking paragraph (2) of subsectlon (a) and inserting t.he following:

“(2) CALCULATION BASIS.—Account maintenance fees payable to guaranty.
agencies under paragraph (1XB) shall be calculated for fiscal year 1999 and.fis- -
cal year 2000, on the basis of -0.12 percent of the ongmal principal amount . of
outstanding loans on which insurance.was: issued un art B, and for fiscal -
years 2001 and succeeding fiscal years, shall be calculated on the basis of 0.10

" percent of the original principal amount of outstandmg loans on which. insur-,
ance was issued under part B.”; and ‘ .
(3) by striking subsection @.
SEC. 440. AUTHORITY TO SELL LOANS.
Part D of title IV (20 U.S.C. 1087a et seq) is amended by adding at the end the
following new section:
“SEC. 459. AUTHORITY TO SELL LOANS.

“The Secretary, in consultation with the Secretary of the Treasury, is authorized
to sell loans made under this part on such terms as the Secretary determines are
in the best interest of the United States, except that any such sale shall not result
in any cost to the Federal Government. Notwithstanding any other provision of law,
the proceeds of any such sale may be used by the Secretary to offer reductions in
the interest rate paid by a borrower of a loan made under this part as the Secretary
determines appropriate to encourage on-time repayment. Such reductions may be of-
fered only if the Secretary determines they are in the best financial interests of the
Federal Government.”.

SEC. 441. CANCELLATION OF LOANS FOR CERTAIN PUBLIC SERVICE.

Part D of title IV is amended by inserting after section 459, as added by section -
440, the following new section:

“SEC. 439A. CANCELLATION OF LOANS FOR CERTAIN PUBLIC SERVICE.

“(a) CANCELLATION OF PERCENTAGE OF DEBT BASED ON YEARS OF QUALIFYING
SERVICE.—
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“(1) FUNCTIONS OF SECRETARY.—The percent specified in paragraph (4) of the
total amount of any qualifying loan shall be canceled for each complete year of
service by the borrower descn%ed in paragraph (3). .

“(2) QUALIFYING LOANS.—

) “(A)fIN GENERAL.—For purposes of this subsection, a loan is a qualifying
oan if—
“(@i) the loan was a Federal Direct Stafford Loan made on or after the
date of enactment of the Higher Education Amendments of 1998 to a
borrower who, on the date of entering into the note or other written
evidence of the loan, had no outstanding balance of principal or interest
on any loan made before such date; and -
“(ii) the loan was obtained to cover the cost of instruction for an aca-
demic year after the first and second year of undergraduate education.

“(B) LIMITATION.—The Secretary may not repay loans -described in sub-
paragraph (A) to cover the costs of instruction for more than two academic
years, or three academic years in the case of a program of instruction nor-
mally requiring five years.

“C) TREATMENT OF CONSOLIDATION LOANS.—A Federal Direct Consolida-
tion Loan may be a qualifying loan for the purposes of this subsection only
to the extent that such loan was used to repay a loan or loans that meet
the requirements of subparagraphs (A) and (B), as determined in accord-
ance with regulations prescribed by the Secretarly

“3) QUALIFYING SERVICE.—A loan shall be cancelled under paragraph (1) for
service by the borrower as a full-time teacher for each complete academic year
of service, after completion of the second academic year of service, in a public
or other nonproﬁt private elementary or secondary school—

(A) which is in the school district of a local educational agency which is
eligible in such year for assistance pursuant to title I of the Elementary
and Secondary Education Act of 1965; and -

“(B) which for the purpose of this paragraph and for that year has been
determined by the State educational agency of the State in which the school
is located to be a school in which the enrollment of children counted under
section 1124(c) of the Elementary and Secondary Education Act of 1965 ex-
ceeds 30 percent of the total enrollment of that school.

“(4) PERCENTAGE OF CANCELLATION.—A) The percent of a loan which shall be

‘ canceled under paragraph (1) of this subsection is at the rate of—

“(i) 30 percent for the first or second complete academic year of qualifying
ser)v1ce as described in paragraph (3) (after completion of two years of serv-
ice); and

“(ii) 40 percent for the third complete year of such quahfymg service.

“(B) The total amount that may be canceled under this subsection for any bor-
rower shall not exceed $17,750.

“(C) If a portion of a loan is canceled under this subsection for any year, the
enltlge amount of interest on such loan which accrues for such year sha 1 be can-
cele

(D) Nothing in this section shall be construed to authorize refundmg of any
repayment of a loan.

“(5) LIMITATION ON TEACHER ELIGIBILITY.—

“(A) SECONDARY SCHOOL TEACHERS.—A borrower may not receive assist-
ance under this subsection by virtue of teaching in a secondary school un-
less such borrower majored in the subject area in which they are teaching.

“(B) ELEMENTARY SCHOOL TEACHERS.—A borrower may not receive assist-
ance under this subsection by virtue of teaching in a elementary school un-
less such borrower demonstrates, in accordance with State teacher certifi-
cation'or licensing requirements, subject matter knowledge and teaching
skills in reading, writing, mathematics, and other subjects taught in ele-
mentary schools.

“(6) DEFINITION.—For the purpose of this section, the term ‘year’ where ap-
plied to service as a teacher means an academic year as defined by the Sec-
retary. )

“(7) TREATMENT OF CANCELED AMOUNTS.—The amount of a loan, and interest
on a loan, which is canceled under this section shall not be considered income
for purposes of the Internal Revenue Code of 1986.

‘(8) PREVENTION OF DOUBLE BENEFITS.—No borrower may, for the same vol-
unteer service, receive a benefit under both this section and subtitle D of title
I of the National and Community Service Act of 1990 (42 U.S.C. 12571 et seq.).

“(b) SPECIAL RULES.—

Q
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“(1) LisT.—If the list of schools in which a teacher may perform service pursu-
ant to subsection (a)(3) is not available before May 1 of any year, the Secretary
may use the list for the year preceding the year for which the determination
is made to make such service determination.

}‘1‘§2})1 CONTINUING ELIGIBILITY.—Any teacher who performs service in a school
which—

“(A) meets the requirements of subsection (a)(3) in any year during such
service; and
“(B) in a subsequent year fails to meet the requirements of such sub-
section,
may continue to teach in such school and shall be eligible for loan cancellation
pursuant to subsection (a)(1) with respect to such subsequent years.”.

PART E—FEDERAL PERKINS LOANS

SEC. 445. AMENDMENTS TO PART E,

(a) EXTENSION OF AUTHORITY.—Section 461(b) (20 U.S.C. 1087aa(b)) is amended—
(1) in paragraph (1), b[\; striking “1993” and inserting “1999”; and
“2820)3,i,n paragraph (2), by striking “1997” each place it appears and inserting
(b) ALLOCATION OF FUNDS.—Section 462 (20 U.S.C. 1087bb) is amended—
(1) by striking subsection (b);
(2) in subsection (c)(1), by striking “three-quarters of the remainder” and in-
serting “the remainder”;
,(,3) 1n subsection (c)X2), by striking “subsection (g)” and inserting “subsection

(4) in subsection (c}3)—
(A) by striking “subsection (d)” and inserting “subsection (c)”;
(B) by striking “subsection (f)” and inserting “subsection (e)’; and
(C) by striking “subsection (g)” and inserting “subsection (f)";
5,5) in subsection %0(1), by striking “subsection (g)” and inserting “subsection

(6) in subsection ()(2)—
(A) by striking “subsection (c)” and inserting “subsection (b)”; and
b)(B) bg striking “subsection (c) of section 462” and inserting “subsection
( n; an

(7) by redesignating subsections (c) through (j) as subsections (b) through (i),
respectively.

(c) DEFAULT EEDUC’HON PENALTIES.—Section 462(e)(2)(A) (as redesignated by sub-
section (b)(7) of this section) is amended by inserting before the semicolon at the
end the following: “, except that a plan shall not be required with respect to any
such institution that has a default rate of less than 20 percent and has less than
100 students who have loans under this part in any academic year”.

(d) DEFINITIONS FOR DEFAULT RATE CALCULATIONS.—Section 462(g) (as redesi%—
nated by subsection (b)(7) of this section) is amended by adding at the end the fol-
lowing new paragraph:

“(5) For the purpose of this subsection, the term ‘satisfactory arrangements to re-
sume payment’ includes—

“(A) receipt of voluntary monthly payments for three consecutive months after
the time periods specified in paragraph (4);

“B) receipt of voluntary afyments sufficient to bring the loan current prior
to the calculation being mad}; or any award year under paragraph (3);

“(C) obtaining any deferment, postponement, rehabilitation, forbearance, or
cancellation of the loan after the time periods specified in paragraph (4), but
prior to the calculation being made for any award year under paragradph 3);

“D) receipt of the full amount due on tge loan after the time periods specified
in é)aragraph (4), but prior to the calculation being made for any award year
under paragraph (3); or

“(E) any other arrangements to resume payment which the Secretary deter-
mines to be satisfactory.”.

(e) REPORTS TO CREDIT%UREAUS OF PAYMENT RESUMPTIONS.—Section 463(c) (20
U.S.C. 1087cc(c)) is amended by adding at the end the following new paragraph:

“(5) Each institution of higher education shall notify the appropriate credit bureau
organizations whenever a borrower of a loan that is made and held by the institu-
tion and that is in default makes 12 consecutive monthly payments on such loan,
for the purpose of encouraging such organizations to update the status of informa-
tion maintained with respect to that borrower.”.

i
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(f) INCENTIVE REPAYMENT PROGRAMS.—Section 463 is amended by adding at the
end the following new subsection: :

“(f) INCENTIVE REPAYMENT PROGRAMS.—

“(1) PROGRAM AUTHORIZED.—Any institution of higher education Farticipating
in the program under this part may establish, with the approval of the Sec-
retary, an incentive repayment program designed to reduce defaults on loans
under this part and to assist in replenishing the student loan fund established
under this part. ’

“(2) CONTENTS OF PROGRAM.—An incentive repayment program under this
part may contain provisions that—

“(A) offer a reduction in the interest rate on a loan on which the borrower
has made 48 consecutive monthly payments, but in no event may the inter-
est rate be reduced by more than one percent;

“(B) provide for a discount on the balance owed on a loan on which the
borrower pays the principal and interest in full prior to the end of the ap-
plicable repayment period, but in no event shall such discount exceed 5 per-
cent of the unpaid principal balance due on the loan at the time the early
repayment is made; and .

- (C) include such other incentive repayment options as the institution de-
termines, with the approval of the Secretary, will carry out the objectives
of this subsection. .

“(3) NO NET COST TO THE GOVERNMENT.—No incentive option contained in a
program authorized by this subsection may be charged to the Federal Govern-
ment.”. . ’

(g) TERMS OF LOANS.—

(1) AGGREGATE AMOUNT.—Section 464(a)(2)(B) (20 U.S.C. 1087dd(a)(2)(B)) is
amended by striking “the aggregate of the loans for all years” and inserting “the
aggregate unpaid principal amount for all loans”.

2) ALLOCATION TO LESS-THAN-FULL-TIME STUDENTS.—Section 464(b) is
amended—

(A) by striking “(1)”; and

(B) by striking paragraph (2).

(3) QUALIFICATION FOR DEFERMENTS.—Section 464(c)(2) is amended by adding
at the end the following new subparagraph:

“(C) An individual with an outstanding loan balance who meets the eligibility cri-
teria for a deferment described in subparagraph (A) as in effect on the date of enact-
ment of this subparagraph shall be eligible for deferment under this paragraph not-
withstanding any contrary provision of the promissory note under which the loan
or loans were made, and notwithstanding any amendment (or effective date provi-
sion relating to any amendment) to this section made prior to the date ofp such
deferment.”.

(4) CLERICAL AMENDMENT.—The matter following clause (iv) of section
464(c)(2)(A) is amended by striking “subparagraph (B)” and inserting “subpara-
graph (A) of paragraph (1)”.

(h) REHABILITATION AND DISCHARGE OF LOANS.—Section 464 is further amended
by adding at the end the following new subsections:

“(g) REHABILITATION OF LOANS.—(1)(A) If the borrower of a loan made under this
part who has defaulted on the loan makes 12 on-time, consecutive, monthly pay-
ments of amounts owed on the loan, the loan shall be considered rehabilitated, and
the institution that made the loan (or the Secretary, in the case of a loan held by
the Secreta?) shall instruct any credit reporting organization to which the defauit
was reported to remove the default from the borrowér’s credit history.

“(B) As long as the borrower continues to make scheduled repayments on a loan
rehabilitated under this paragraph, the rehabilitated loan shall be subject to the
same terms and conditions, and qualify for the same benefits and privileges, as
other loans made under this part.

“(C) The borrower of a rehabilitated loan shall not be precluded by section 484
from receiving additional grant, loan, or work assistance under this title (for which
he or she is otherwise eligible) on the basis of defaulting on the loan prior to such
rehabilitation.

‘(D) A borrower may obtain the benefit of this paragraph with respect to rehabili-
tating the loan only once.

“(2) If the borrower of loan made under this part who has defaulted on that loan
makes 6 on-time, consecutive, monthly payments of amounts owed on such loan, the
borrower’s eligibility for nt, loan, or work assistance under this title shall be re-
stored. A borrower may obtain the benefit of this paragraph with respect to restored

eligibility only once.
)’
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“(1) IN GENERAL.—If a student borrower who received a loan made under this
part on or after January 1, 1986, is unable to complete the program in which
such student is enrolled due to the closure of the institution, then the Secretary
shall discharge the borrower’s liability on the loan (including interest and collec-
tion fees) by repaying the amount owed on the loan and shall subsequently pur-
sue any claim available to such borrower against the institution and its affili-
ates and principals, or settle the loan obligation.

“(2) ASSIGNMENT.—A borrower whose loan has been discharged pursuant to
this subsection shall be deemed to have assigned to the United States the right
to a loan refund up to the amount discharged against the institution and its
affiliates and principals.

“(3) ELIGIBILITY FOR ADDITIONAL ASSISTANCE.—The period of a student’s as-
sistance at an institution at which the student was unable to complete a course
of study due to the closing of the institution shall not be considered for purposes
:}f;} calctllxlating the student’s period of eligibility for additional assistance under

is title.

“(4) SPECIAL RULE.—A borrower whose loan has been discharged pursuant to
this subsection shall not be precluded, because of that discharge, from receiving
additional grant, loan, or work assistance under this title for which the bor-
rower would be otherwise eligible (but for the default on the discharged loan).
The amount discharged under this subsection shall be treated the same as loans
under section 465(a)(5). )

“(5) REPORTING.—The Secretary or institution, as the case may be, shall re-
port to credit bureaus with respect to loans that have been discharged pursuant
to this subsection.”.

CANCELLATION.—Section 465 (20 U.S.C. 1087ee) is amended—

(1) in subsection (a)— -

(A) in paragraph (2)(C), by striking “section 676(b)(9)” and inserting “sec-
tion 635(a)(10)”; :
. (B) by striking subparagraph (H) of paragraph (2) and inserting the fol-
owing:

“(H) as a full-time nurse or medical technician providing health care serv-
ices;”; .
(C) by striking the period at the end of subparagraph (I) of such para-

graph and inserting a semicolon;
(Dg1 by adding at the end of such paragraph the following new subpara-
graphs:

“(J) as a member of the Commissioned Corps of the Public Health Service of
the United States; or

“(K) as a non-physician mental health professional providing health care serv-
ices in a health professional shortage area designated under section 332 of the
Public Health Service Act.”;

(E) in the last sentence of paragraph (2), by striking “section 602(a)(1)”
and inserting “section 602(3)”; and :
(F) by adding at the end the following new paragraph:

“(7) An individual with an outstanding loan obligation who performs service of

any

of this paragraph shall be eligi

type that is described in garagraph (2) as in effect on the date of enactment
le for cancellation under this section for such service

notwithstanding any contrary provision of the promissory note under which the loan
or loans were made, and notwithstanding any amendment (or effective date provi-

sion
ice.”

)

(k

reladting to any amendment) to this section made prior to the date of such serv-
; an

(2) in subsection (b), by adding at the end the following new sentence: “To
the extent feasible, the Secretary shall pay the amounts for which any institu-
tion qualifies under this subsection no later than three months after the institu-
tion files an institutional application for campus-based funds.”.
DISTRIBUTION OF ASSETS.—Section 466 (20 U.S.C. 1087ff) is amended—

(1) by striking “1996” each place it appears and inserting “2003”; and

(2) by striking “1997” each place it appears and inserting “2004”.
) COLLECTION OF DEFAULTED LOANS.—

(1) REPEAL.—Subsection (¢) of section 467 (20 U.S.C. 1087gg(c)) is repealed.

(2) DEPOSIT.—Any funds in the Perkins Revolving Loan Fund on the date of
enactment of this Act shall be deposited in the general fund of the Treasury.

d(l) STATUS CONFIRMATION REPORTS.—Section 468 (20 U.S.C. 1087hh) is amend-
e | ——

Q
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“(b) STUDENT STATUS CONFIRMATION REPORTS.—The Secretary shall ensure that
borrowers under this part are included in the student status confirmation report re-

quired by the Secretary in the same manner as borrowers under parts B and D of
this title.”.

PART F—NEED ANALYSIS

SEC. 446. COST OF ATTENDANCE.
Section 472 (20 U.S.C. 1087ll) is amended—
(1) in paragraph (2), by inserting after “personal expenses” the following: “,
including a reasonable allowance for the rental or purchase of a personal com-

puter,”; and
(2) in paragraph (10), by striking everything after “determining costs” and in-
serting a semicolon. -

SEC. 447. DATA ELEMENTS.

Section 474(b)(3) (20 U.S.C. 1087nn(b)3)) is amended by inserting , excluding the
student’s parents,” after “family of the student”.

SEC. 448, FAMILY CONTRIBUTION FOR DEPENDENT STUDENTS.

(a) PARENTS’ CONTRIBUTION FROM ADJUSTED AVAILABLE INCOME.—Section
475(b)(3) (20 U.S.C. 108700(b)(3)) is amended by inserting “, excluding the student’s
parents,” after “number of the family members”.

(b) FAMILY CONTRIBUTION FROM ASSETS.—Section 475 is amended—

(1) in subsection (b)(1)(B), by striking “parents’ contribution” and inserting
“family contribution”;
(2) in the heading of subsection (d), by striking “PARENTS’ CONTRIBUTION” and
inserting “FAMILY CONTRIBUTION";
(3) in subsection (d)(1)}—
(A) by striking “parents’ contribution” and inserting “family contribution™
and
(B) by striking “parental net worth” in subparagraph (A) and inserting
“family net worth”;
(4) in subsection (d)(2)—
(A) by striking “PARENTAL” in the heading and inserting “FAMILY”;
(B) by striking “parental net worth” and inserting “family net worth”; and
(C) by inserting “, for both the parents and the dependent student” after
“by adding”;
(5) by striking subsection (h); and
(6) by redesignating subsection (i) as subsection (h).

(c) STUDENT CONTRIBUTION FROM AVAILABLE INCOME.—Section 475(g) is amend-
ed—

(1) in paragraph (2)—

(A) in subparagraph (D), by striking “$1,750; and” and inserting “$3,000,
or a successor amount prescribed by the Secretary under section 478;™

(B)dby st&riking the period at the end of subparagraph (E) and inserting
“; and”; an

(C) by inserting after subparagraph (E) the following new subparagraph:

“(F) an allowance for parents’ negative available income, determined in
accordance with paragraph (6).”; and

(2) by adding at the end the following new paragraph:

“(6) ALLOWANCE FOR PARENTS' NEGATIVE AVAILABLE INCOME.—The allowance
for parents’ negative available income is the amount, if any, by which the sum
of the amounts deducted under subparagraphs (A) through (F) of paragraph (2)
exceeds the parents’ total income (as defined in section 480).”.

(€)' ADJUSTMENTS TO STUDENTS CONTRIBUTION FOR ENROLLMENT PERIODS OTHER
THAN NINE MONTHS.—Section 475 is amended by adding at the end the following
new subsection:

“(i) ADJUSTMENTS TO STUDENTS CONTRIBUTION FOR ENROLLMENT PERIODS OF LESS
THAN NINE MONTHS.—For periods of enrollment of less than nine months, the stu-
dent’s contribution from adjusted available income (as determined under subsection
(g)) is determined, for purposes other than subpart 2 of part A, by dividing amount
determined under such subsection by nine, and multiplying the result by the num-
ber of months in the period of enrollment.”.

Q -
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SEC. 449. FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS WITHOUT DEPENDENTS
OTHER THAN A SPOUSE.
(a) ADJUSTMENTS FOR ENROLLMENT PERIODS OTHER THAN NINE MONTHS.—Sec-
tion 476(a) (20 U.S.C. 1087pp(a)) is amended—
(1) by striking “and” at the end of paragraph (1)(B);
(2) by inserting “and” after the semicolon at the end of paragraph (2); and
(3) by inserting after paragraph (2) the following new paragraph:
“(3) for periods of enrollment of other than 9 months, for purposes other than
subpart 2 of part A—
“(A) dividing the quotient resulting under paragraph (2) bi nine; and
i‘l(B) multiplying the result by the number of months in the period of en-
rollment;”.
d(b) CONTRIBUTION FROM AVAILABLE INCOME.—Section 476(b)(1)(A)(iv) is amend-
e Py
(1) by striking “allowance of—" and inserting “allowance of the following
amo)lilt (or a successor amount prescribed by the Secretary under section
478)—";
(2) by strikin% “$3,000” each place it appears in subclauses (I) and (II) and
inserting “$5,500”; and
(3) by striking “$6,000” in subclause (I1I) and inserting “$8,500”.
SEC. 450. FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS WITH DEPENDENTS OTHER
THAN A SPOUSE.
Section 477(a) (20 U.S.C. 1087qq(a)) is amended—
(1) by striking “and” at the end of paragraph (2);
(2) by inserting “and” after the semicolon at the end of paragraph (3); and
(3) by inserting after paragraph (3) the following new paragraph:
“(4) for periods of enrollment of other than 9 months, for purposes other than
subpart 2 of part A—
“(A) dividing the quotient resulting under paragraph (3) by nine; and
i‘l(B) multiplying the result by the number of months in the period of en-
rollment;”.

SEC. 451. REGULATIONS; UPDATED TABLES AND AMOUNTS.

Section 478(b) (20 U.S.C. 1087rr(b)) is amended—

(1) by striking “For each academic year” and inserting the following:

“(1) REVISED TABLES.—For each academic year”; and
(2) by adding at the end the following new paragraph:
“(2) ﬁEVISED AMOUNTS.—For each academic year after academic year 1997-
1998, the Secretary shall publish in the Federal Register revised income protec-
tion allowances for the purpose of sections 475(g)}(2)(D) and 476(b)(1)A)(iv).
Such revised allowances shall be developed by increasing each of the dollar
amounts contained in such section by a percentage equal to the estimated per-
centage increase in the Consumer Price Index (as determined by the Secretary)
between December 1996 and the December next preceding the beginning of such
academic year, and rounding the result to the nearest $10.”.

SEC. 452. DISCRETION OF STUDENT FINANCIAL AID ADMINISTRATORS.

(a) SPECIAL CIRCUMSTANCES.—Section 479A(a) (20 U.S.C. 1087tt(a)) is amended—

(1) in_the first sentence, by inserting after “(or both)” the following: “or, in
extraordinary circumstances, the amount of the expected family contribution,”;
and

(2) by inserting after the second sentence the following new sentence: “Special
circumstances may include tuition expenses at an elementary or seconda
school, medical or dental expenses not covered by insurance, unusually hig
child care costs, recent unemployment of a family member, or other changes in
a family’s income or assets or a student’s status. Extraordinary circumstances
shall be defined by the Secretary by regulation.”.

(b) REFUSAL OR ADJUSTMENT OF LOAN CERTIFICATIONS.—Section 479A is amended
by striking subsection (¢) and inserting the following: .

“(c) REFUSAL OR ADJUSTMENT OF LOAN CERTIFICATIONS.—On a case-by-case basis,
an eligible institution may refuse to certify a statement which permits a student to
receive a loan under part B, or refuse to make a loan under part D, or may certify
a loan amount or make a loan that is less than the student’s determination of need
(as determined under this part), if the reason for the action is documented and pro-
vided in written form to the student and the student is afforded an opportunity to
appeal the action in a timely fashion. No eligible institution shall discriminate
against any borrower or applicant in obtaining a loan on the basis of race, national
origin, religion, sex, marital status, age, or handicapped status.”.
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SEC. 433. TREATMENT OF OTHER FINANCIAL ASSISTANCE.

Section 480()(3) (20 U.S.C. 1087vv(j)(3)) is amended by inserting after “paragraph
8);; the; following: “a post-service benefit under chapter 30 of title 38, United States
ode, or”.

PART G—GENERAL PROVISIONS

SEC. 461. DEFINITIONS.

Section 481 (20 U.S.C. 1088), as amended by section 102(b), is further amended
by adding at the end the following new subsection:

“(d) DISTANCE LEARNING.—For the purpose of any program under this title, the
term ‘distance learning’ means an educational process that is characterized by the °
separation, in time or place, between instructor and student. Distance learning may
include courses offered principally through the use of— '

“(1) television, audio, or computer transmission, such as open broadcast,
closed circuit, cable, microwave, or satellite transmission;

“(2) audio or computer conferencing;

“(3) video cassettes or discs; or

“(4) correspondence.”.

SEC. 462. MASTER CALENDAR. -

(a) REQUIRED SCHEDULE.—Section 482(a) (20 U.S.C. 1089(a)) is amended by add-
ing at the end the following new paragraphs:

“(3) The Secretary shall, to the extent practicable, notify eligible institutions,
guaranty agencies, lenders, interested software providers, and, upon request,
other interested parties, by December 1 prior to the start of an award year of
minimal hardware and software requirements necessary to administer pro-
grams under this title.

“(4) The Secretary shall attempt to conduct training activities for financial aid
administrators and others in an expeditious and timely manner prior to the
start of such award year in order to ensure that all participants are informed
of all administrative re%uirements.”.

(b). DELAY OF EFFECTIVE DATE.—Section 482(c) is amended by striking the second
sentence and inserting the following: “The Secretary shall provide a period for pub-
lic comment of not less than 60 days after publication of any notice of proposed rule-
making affecting programs under this title.”.

" SEC. 463. FORMS AND REGULATIONS. ’ -

d(a) CoMMON FINANCIAL AID FORM.—Section 483(a) (20 U.S.C. 1090(a)) is amend-
e o

(1) in paragraph (1)—

(A) by striking “A, C, D, and E” and inserting “A through E”;

(B) by striking “and to determine the need of a student for the purpose
‘of part B of this title”; and .

(C) by striking the last sentence and inserting the following: “The Sec-
retary shall include, on the first page of the form, a prominently displayed
notice to students and parents advising them to check with the college fi-
nancial aid office in the event that they have unusual circumstances which
may affect their eligibility for financial aid.”;

(2) in paragraph (2)—

(A) by striking “A, C, D, and E” each place it appears and inserting “A
through E”; )

(B) by striking “and the need of a student for the purpose of part B of
this title,”; and : : :

(C) by striking “or have the student’s need established for the purpose of
part B of this title”; ’

(3) in the first sentence of paragragh (3), by inserting “processing loan appli-
cations and” after “for the purposes of”; and

(4) by adding at the end the following new paragraph:

“(5) ELECTRONIC FORMS.—(A) The Secretary, in cooperation with representa-
tives of agencies and organizations involved in student financial assistance, in-
cluding private computer software providers, shall develop an electronic version
of the form described in paragraph (1). Such an electronic version shall not re-
quire a signature to be collected at the time such version is submitted, as per-
mitted by the Secretary. The Secretary shall prescribe such version no later
than 12?1333818 after the date of enactment of the Higher Education Amend-
ments o .

Q

e -

47-805 98-3



E

64

“(B) Nothing in this section shall prohibit the use of the version of the form
developed by the Secretary pursuant to subparagraph (A) by an eligible institu-
tion, eligible lender, guaranty agency, State grant agency, private computer
software providers, a consortium thereof, or sucirother entities as the Secretary
may designate.

“(C) The Secretary shall provide to such orsanization or consortium necessary
specifications that software developed, produced, distributed (including any
diskette, modem or network communications, or otherwise) must meet. Included
in the specifications shall be test cases that such organization or consortia must
use to prove accuracy of its cases to the Secretary. If the results of the test
cases are inconsistent with the provisions of this part, the Secretary shall notify
the submitting organizations or consortium of his oglection within 30 days of
such submission. In the absence of such an objection the organization or consor-
tium may use the electronic form as submitted. No fee shall be charged to stu-
dents in connection with the use of the electronic form, or of any other elec-
tronic forms used in conjunction with such form in applying for Federal or State
student financial assistance.

“(D) The Secretary shall ensure that data collection complies with section
552a of title 5, United States Code, and that any entity using the version of
the form developed by the Secretary pursuant to subgara aph (A) shall main-
tain reasonable and appropriate administrative, technical, and physical safe-
guards to ensure the integrity and confidentiality of the information, and to pro-
tect against security threats, or unauthorized uses or disclosures of the informa-
tion provided on the version of the form. Data collected by such version of the
form shall be used only for the application, award, and administration of aid
awarded under this title, State aid, or aid awarded by eligible institutions or
such entities as the Secretary may designate. No data collected by such version
of the form shall be used for making final aid awards under this title until such
gata have been processed by the Secretary or a contractor or designee of the

ecretary.”.

(b) STREAMLINED REAPPLICATION PROCESS.—Section 483(b)(1) is amended by strik-
ing ¢, within 240 days” and everything that follows through “of 1992,”.

(c) INFORMATION TO COMMITTEES.—Section 483(c) is amended by striking “and
Labor” and inserting “and the Workforce”.

(d) TOLL-FREE INFORMATION.—Section 483(d) is amended by striking “section
633(c)” and inserting “section 685(d)(2XC)”.

(e) REPEAL.—Subsection (f) of section 483 is repealed.

SEC. 464. STUDENT ELIGIBILITY.

(a) IN GENERAL.—Section 484(a) (20 U.S.C. 1091(a))—

(1) in paragraph (4), by striking “the institution” and everything that follows
through “lender), a document” and inserting “the Federal Government, as part
of the original financial aid application process, a certification”; and

(2) in paragraph (4)(B), by inserting after “social security number,” the follow-
ing: “ang if a dependent student, the social security number of any parent of
such student whose income information is required to be included on the form,”.

(b) TERMINATION OF ELIGIBILITY.—Section 484({')) is amended by inserting “until
September 30, 2001” after “a student shall be eligible”.

(¢) VERIFICATION OF INCOME DATA.—Section 484 is amended by adding at the end
the following new subsection: :

*(q) VERIFICATION OF INCOME DATA.— -

“(1) CONFIRMATION WITH IRS.—The Secretary of Education, in cooperation
with the Secretary of the Treasury, is authorized to confirm with the Internal
Revenue Service the adjusted gross income, filing status, and exemptions re-
ported by applicants (including parents) under this title on their Federal income
tax returns for the purpose of verifying the information reported by applicants
on student financial aid applications.

“(2) NOTIFICATION.—The Secretary shall establish procedures under which an
applicant is notified that the Internal Revenue Service will disclose to the Sec-
retary tax return information as authorized under section 6103(1)(13) of the In-
ternal Revenue Code of 1986.”.

(d) SUSPENSION OF ELIGIBILITY FOR DRUG-RELATED OFFENSES.—

(1) AMENDMENT.—Section 484 is further amended by adding at the end there-
of the following new subsection:

“(r) SUSPENSION OF ELIGIBILITY FOR DRUG-RELATED OFFENSES.—

‘(1) IN_ GENERAL.—An individual student who has been convicted of any of-
fense under any Federal or State law involving the possession or sale of a con-
trolled substance shall not be eligible to receive any grant, loan, or work assist-
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ance under this title during the period beginning on the date of such conviction
and ending after the interval specified in the following table:

“If convicted of an offense involving:

The possession of a controlled substance: Ineligibility period is: .
First offense .....cccoeevrerivnieniens e e e ses e e 1 year
Second offense ... " 2 years
Third OffENSE .o veverieeriieenerionieresnreriiossivaseesriosiinessiassasensee indefinite
The sale of a controlled substance:
First offenSe ...oovvvoreiiioriieerniennricnniininnrersnse e s 2 years
Second offenSe .......c..oviieeeeeerieeeren e e indefinite

“(2) REHABILITATION.—A student whose eligibility has been suspended under
paragraph (1) may resume eligibility before the end of the period determined
under such paragraph if the student satisfactorily completes a drug rehabilita-
tion. program that complies with such criteria as the Secretary shall prescribe
for purposes of this paragraph.

“(3) DEFINITIONS.—As used in this subsection, the term ‘controlled substance’
has the meaning given in section 102(6) of the Controlled Substances Act (21
U.S.C. 802(6)).”.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1) shall apply
with respect to financial assistance to cover the costs of attendance for periods
of enrollment beginning after the date of enactment of this Act.

SEC. 465. STATE COURT JUDGMENTS.

Section 484A (20 U.S.C. 1091a) is amended by adding at the end the following
new subsection:

“(c) STATE COURT JUDGMENTS.—A judgment of a State court for the recovery of
money provided as grant, loan, or work assistance under this title that has been
assigned or transferred to the Secretary under this title may be registered in any
district court by filing a certified copy of the judgment and the assignment or other
transfer to the Secretary. A judgment so registered shall have the same force and
effect, and may be enforced in the same manner, as a judgment of the district court
of the district in which the judgment is registered.”. ’

SEC. 466. INFORMATION FOR STUDENTS. .
(a) INFORMATION DISSEMINATION.—Section 485(a) (20 U.S.C. 1092(a)) is amend-

(1) in paragraph (1), by striking the second sentence and inserting the follow-
ing: “The information required by this section shall be roduced and be made
readily available upon request, through appropriate publications, mailings, and
electronic media to all current students and to any prospective student. Each
eligible institution shall, on an annual basis, provide to a 1 enrolled students a
list of the information that is required to be provided by institutions to students
by this Act and section 444 of the General Education Provisions Act (also re-
ferred to as the Family Educational Rights and Privacy ‘Act of 1974), together
with a statement of the procedures required to obtain such information.”;

(2) in paragraph (3)— o

(A) in the first sentence, by striking “, or enrolled in any program of an
eligible institution for which the prior program provides substantial prepa-
ration”; and :

(B) by striking subparagraph (A) and inserting the following:

“(A) shall be made available by July 1 each year to current and prospective
students prior to enrolling or entering into any financial obligation; and”; and

(3) by adding at the end the following new paragraph:

“(6) Each institution may, but is not required to, provide supplemental informa-
tion to enrolled and prospective students showing the completion or graduation rate
for students transferring into the institution or information showing the rate at
which students transfer out of the institution.”.

(b) DEPARTMENTAL PUBLICATIONS.—Section 485(d) is amended—

(1) by striking “(1) assist” and inserting “(A) assist”;

(2) by striking “(2) assist” and inserting “(B) assist”; :

(3) by inserting “(1)” before “The Secretary” the first place it appears; and

(4) by adding at the end the following new paragraphs:

“(2) The Secre shall, to the extent such information is available, compile infor-
mation describing State prepaid tuition programs and disseminate such information
to States, eligible institutions, students, and parents in departmental publications.
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“(3) The Secretary shall, to the extent practicable, update the Department’s Inter-
net site to include direct links to databases which contain information on public and
private financial assistance programs. The Secretary shall only provide direct links
to databases which can be accessed without charge and shall verify with appropriate
garties that the databases included in the direct link are not in any way providing
raudulent information. The Secretary shall prominently display adjacent to the di-
rect link a disclaimer indicating that a direct link to a database does not constitute
an endorsement or recommendation of the database or its provider or any services
or products of such provider. The Secretary shall provide additional direct links to
information resources from which students may obtain information about fraudulent
and deceptive practices in the provision of services related to student financial aid.”.

(c) DISCLOSURES.—Section 485(e) is amended—

(1) in paragraph (2)—

(A) by striking “his parents, his guidance” and inserting “the student’s
parents, guidance”; and

(B) by adding at the end the following new sentence: “If the institution
is a member of a national collegiate athletic association that compiles grad-
uation rate data on behalf of its member institutions that the Secretary de-
termines is substantially comparable to the information described in para-
graph (1), the distribution of the compilation of such data to all secondary
schools in the United States shall fulfill the responsibility of the institution
to grovide information to a prospective student athlete’s guidance counselor
and coach.”; '

(2) in paragraph (4), by striking “when such completion or graduation rate in-
cludes students transferring into and out of such institution” and inserting “for
students transferring into the institution or information showing the rate at
which students transfer out of the institution”; and

(3) by striking paragraph (9) and inserting the following:

“(9) The reports required by this subsection shall be due on each July 1 and shall
cover the 1-year period ending August 31 of the preceding year.”.

(d) Campus CRIME REPORTING AND DISCLOSURE.,—Section 485(f) is amended—

(1) in paragraph (1)}— ’ ‘

A) by stnking subparagraph (F) and inserting the following:

“(F) Statistics concerninght e occurrence on campus, during the most recent
calendar year, and during the 2 preceding calendar years, of the following crimi-
nal offenses or arrests reported to campus security authorities, campus officials
who have direct administrative responsibility for student or campus activities,
disciplinary officers and other officials responsible for resolving student discipli-
nary matters, athletic d(:ﬂartment officials, or local police agencies (including of-
fenses handled through the campus disciplinary system):

“(i) murder;

“(ii) sex offenses, forcible or nonforcible;

“(iii) robbery;

“(iv) aggravated assault;

“(v) burglary;

“(vi) motor vehicle theft;

“(vii) manslaughter;

“(viii) larceny;

“(ix) arson; and

“(x) arrests or persons referred for campus disciplinary action for liquor
law violations, drug-related violations, and weapons possession.”;

(B) by striking subparagx‘aph (H); and

(C) by redesignating subparagraph (I) as subparagraph (H);

(2) in paragraph (4)—

(A) by striking “Ugon request of the Secretary, each” and inserting “On
an annual basis, each”;
( )((%)) by. striking “paragraphs (1)F) and (1}H)” and inserting “paragraph
1 n; »

(C) by striking “and Labor” and inserting “and the Workforce”;

(D) by striking “1995” and inserting “2000”;

(E) by striking “and” at the end of subparagraph (A);

(F) by redesignating subparagraph (B) as sub aragraph (C); and

(G) by insertin‘g after subparagraph (A) the following new subparagraph:

“(B) make copies of the statistics submitted to the Secretary available to the
public; and”;

(3) in paragraph (6)— .

(1)((‘%‘)) by sé.riking “paragraphs (1)(F) and (1)(H)” and inserting “paragraph
”; an
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(B) by adding at the end the following new sentence: “Such statistics

shall not identify victims of crimes or persons accused of crimes.”; and
(4) by adding at the end the following new paragraphs:

“(8)A) Each institution participating in any program under this title that main-
tains either a police or security department of any kind shall make, keep, and main-
tain a daily log, written in-a form that can be easily understood, recording in chron-
ological order all crimes reported to such police or security department, including
the nature, date, time, and general location of each crime and the disposition of the
comglaint, if known.

“(B) All entries that are required by this paragraph shall be open to public inspec-
tion during normal business hours within two business days of the initial report
being made to the department, unless—

“() disclosure of such information is prohibited by law; or
“(ii) the release of such information is likely to jeopardize an ongoing criminal
investigation or the safety of an individual, cause a suspect to flee or evade de-
tection, or result in the destruction of evidence.
Any information withheld under clause (ii) shall be open to public inspection as soon
as the damage that is the basis for such withholding is no longer likely to occur.

“(9) The Secretary shall provide technical assistance in complying with the provi-
sions of this section to an institution of higher education who requests such assist-
ance.”. '

(e) DATA REQUIRED.—Section 485(g) is amended—

(1) in paragraph (1), by adding at the end the followinfg new subpara%ra hs:

“(I)(i) The total revenues, and the revenues from football, men’s basket-
ball, women’s basketball, all other men's sports combined and all other
women'’s sports combined, derived by the institution from its intercollegiate
athletics activities.

“(ii) For the purpose of clause (i), revenues from intercollegiate athletics-
activities allocable to a sport shall include (without limitation) gate re-
ceipts, broadcast revenues, appearance guarantees and options, concessions,
and advertising, but revenues such as student activities fees or alumni con-
tributions not so allocable shall be included in the calculation of total reve-
nues only.

“(J)i) The total expenses, and the expenses attributable to football, men’s
basketball, women's basketball, all o’gier men’s sports combined, and all
other women'’s sports combined, made by the institution for its intercolle-
giate athletics activities.

“(ii) For the purpose of clause (i) expenses for intercollegiate athletics ac-
tivities allocable to a sport shall include (without limitation) grants-in-aid,
salaries, travel, equipment, and supplies, but expenses such as general and
administrative overhead not so allocable shall be included in the calculation
of total expenses only. .

“(K) A statement of any reduction that may or is likely to occur during
the ensuing 4 academic years in the number of athletes that will be per-
mitted to participate in any collegiate sport, or in the financial resources
that the institution will make available to any such sport, and the reasons
for any such reduction.”; and

(2) by striking paragraph (5).
SEC. 467. NATIONAL STUDENT LOAN DATA SYSTEM. .
Section 485B(a) (20 U.S.C. 1092b(a)) is amended by inserting before the period at

the end of the third sentence the following: “no later than one year after the date
of enactment of the Higher Education Amendments of 1997".

SEC. 468. PROGRAM PARTICIPATION AGREEMENTS.

(a) REQUIRED CONTENT.—Section 487(a) (20 U.S.C. 1094(a)) is amended—
(1) in the first sentence, by striking “, except with respect to a program under
subzpart 4 of part A,”; .
(2) in garagraph (3), by striking subparagraph (B) and inserting the following:
“(B) the appropriate State agency;”;
)('53) in paragraph (4), by striking “subsection (b)” and inserting “subsection

(4) in paragraph (15), by striking “State review entities under subpart 1 of
part H” and inserting “appropriate State agencies”; :

(5) by striking paragraph (18) and inserting the following:

“(18) The institution will meet the requirements established pursuant to sec-
tion 485(g).”; and .

(6) by striking paragraph (21) and inserting the following:
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“(21) The institution will meet the requirements established by the Secretary,
appropriate State agencies, and accrediting agencies, pursuant to part H of this
title.”

(b) AUDITS; FINANCIAL RESPONSIBILITY.—Section 487(c) is amended—

(1) in paragraph (1)(A)(i), by striking “State agencies” and everything that fol-
lows through the semicolon and inserting “and appropriate State agencies;”;

(2) in paragraph (2), by striking “subpart 3” an inserting “subpart 2”;

(3) in paragraph (4), by striking “, after consultation” and everything that fol-
lows through “part H,”; and

(4) in Paragraph (5), by striking “State review” and everything that follows
through “part H” and inserting “appropriate State agencies”.

SEC. 489. QUALITY ASSURANCE AND REGULATORY SIMPLIFICATION.
Section 487A (20 U.S.C. 1094a) is amended to read as follows:

“SEC. 487A. QUALITY ASSURANCE AND REGULATORY SIMPLIFICATION PROGRAM.

“(a) IN GENERAL.—The Secretary is authorized to select institutions for voluntary
participation in a Regulatory Simplification Program that provides participating in-
stitutions with the opportunity to develop and implement an alternative manage-
ment program that—

(1) shall allow alternative methods of com lying with regulations issued with
respect to parts A through E and G of this title;

“(2) shall not modify or waive the application of any requirement or other pro-

- vision of this Act; an ’

“(3) may include a Quality Assurance Program through which individual
schools develop and implement their own comprehensive systems to verify stu-
dent financial aid application data, thereby engancing program integrity within
the student aid delivery system.

“(b) SELECTION CRITERIA.—The criteria for selecting institutions for participation
in the Regulatory Simplification Program shall be based on criteria that include
demonstrated institutional performance, as determined by the Secretary, and shall
take into consideration regulatorf simplification goals, as determined by the Sec-
retary. The selection criteria shall ensure the participation of representatives of in-
stitutions of higher education according to size, mission, and geographical distribu-
tion.

“(c) REMOVAL FROM THE PROGRAM.—The Secretary is authorized to determine—

“(1) when an institution that is unable to administer the Regulatory Sim-
plification Program must be removed from such program, and

“(2) when institutions desiring to cease participation in such Program will be
required to complete the current award year under the requirements of the Pro-

am.
“((F)T EXPERIMENTAL SITES.—The Secretary is authorized to designate institutions
selected for participation in the Regulatory Simplification Program as Experimental
Sites. .
“(e) DEFINITIONS.—For purposes of this section, the term ‘current award year’
means the award year during which the participating institution indicates its inten-
tion to cease participation.”.

SEC. 470. DISTANCE EDUCATION DEMONSTRATION PROGRAMS.

Part G of title IV is amended—
(1) by redesignating section 487B (20 U.S.C. 1094b) as section 487C; and
(2) by inserting after section 487A (as amended by section 469) the following
new section: .

“SEC. 487B. DISTANCE EDUCATION DEMONSTRATION PROGRAMS.

“(a) PURPOSE.—TIt is the purpose of this section—

“(1) to allow demonstration programs that are strictly monitored by the De-
partment of Education to test the quality and viability of expanded distance
education programs currently restricted under this Act;

“(2) to provide for increased student access to higher education through dis-
tance education programs;

“(3) to help determine the most effective means of delivering quality education
via distance education course offerings; and

“(4) to help determine the appropriate level of Federal assistance for students -
enrolled in distance education programs.

“(b) DEMONSTRATION PROGRAMS AUTHORIZED.—

“(1) IN GENERAL.—The Secretary is authorized to select institutions or a con-
sortia of institutions for voluntary participation in a Distance Education Dem-
onstration Program that provides participating institutions with the ability to

Q
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offer distance education programs without regard to the current restrictions in
part F or G of this title or part A of title I. .

“(2) EXEMPTIONS.—The Secretary is authorized to exempt any institution or
consortia participating in a Distance Education Demonstration Program from
any of the requirements of parts F or G of this title, or part A of title I, or the
regulations prescribed under such parts. .

“(c) APPLICATION.—Each institution or consortia of institutions desiring to partici-
pate in a demonstration program under this section shall submit an application to
the Secretary at such time, in such manner, and accompanied by such inférmation
as the Secretary may require.

“(d) SELECTION.—To the extent feasible, the Secretary shall select a representative
sample institutions for participation in the demonstration program authorized under
this section. In selecting institutions for participation, the Secretary shall take into
consideration the institution’s financial and administrative capability and the tyge
of program or programs being offered via distance education course offerings. The
Secretary shall, in the exercise of his discretion, determine the number of dem-
onstration pr(:irams to be allowed based on the number and qualiti; of applications
received and the Department’s capacity to oversee and monitor each demonstration

rogram. . .

“(e) EVALUATION AND REPORT.— :

“(1) EVALUATION.—The Secretary shall, on an annual basis, evaluate the dem-
onstration programs authorized under this section. Such evaluations shall spe-
cifically review—

“(A) the quality of the programs being offered;
“(B) issues related to student financial assistance for distance education;

nd
_ “(C) effective technologies for delivering distance education course offer-
ings.

“(2) PoLICY ANALYSIS.—In addition, the Secretary shall review current policies
and identify those policies which present impediments to the development and
use of distance learning and other nontraditional methods of expanding access
to education.

“(3) REPORT.—The Secretary shall report to the appropriate committees of
Congress with respect to—

“(A) the evaluations of the demonstration programs authorized under this
section; and

“(B) any proposed legislative changes designed to enhance the use of dis-
tance education.”.

SEC. 471. GARNISHMENT REQUIREMENTS.

(a) MAXIMUM PERCENTAGE.—Section 488A(a)(1) (20 U.S.C. 1095a(a)(1)) is amend-
ed by striking “10 percent” and inserting “15 percent”.

(b) NO ATTACHMENT OF STUDENT ASSISTANCE.—Section 488A is further amend-
ed—

(1) by redesignating subsection (d) as subsection (e); and
(2) by inserting after subsection (c) the following new subsection:

“(d) NO ATTACHMENT OF STUDENT ASSISTANCE.—Except as authorized in this sec-
tion, notwithstanding any other provision of Federal or State law, no grant, loan,
or work assistance awarded under this title, or property traceable to such assist-
ance, shall be subject to garnishment or attachment in order to satisfy any debt
owed by the student awarded such assistance, other than a debt owed to the Sec-
retary and arising under this title.”.

SEC. 472. ADMINISTRATIVE SUBPOENA AUTHORITY.

Part G of title IV of the Act is further amended by inserting immediately after
section 490 (20 U.S.C. 1097) the following new section:

“SEC. 480A. ADMINISTRATIVE SUBPOENAS.

“(a) AUTHORITY.—To assist the Secretary in the conduct of investigations of pos-
sible violations of the provisions of this title, the Secretary is authorized to require
by subpoena the production of information, documents, reports, answers, records, ac-
counts, papers, and other documentary evidence pertaining to participation in any
program under this title. The production of any such records may be required from
any place in a State.

“(b) ENFORCEMENT.—In case of contumacy by, or refusal to obey a subpoena
issued to, any person, the Secretary may request the Attorney General to invoke the
aid of any court of the United States where such person resides or transacts busi-
ness for a court order for the enforcement of this section.”.
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SEC. 473. ADVISORY COMMITTEE ON STUDENT FINANCIAL ASSISTANCE.

Section 491 (20 U.S.C. 1098) is amended—

(1) in subsection (b)—

(A) by inserting “staffing levels,” after “allocations and expenditures,” the
first place it appears; and

(B) by striking the fourth and fifth sentences and inserting the following:
“Reports, publications, and other documents, including documents in elec-
tronic form, shall not be subject to review by the Secretary.”;

(2) in subsection (c)(1)—

(A) by striking “11 members” and inserting “15 members”; and
(B) by striking “3 members” each place it appears in subparagraphs (A)
and (B) and inserting “5 members”;

(3) in subsection (c)2), by striking “7 members” and inserting “11 members”;

(4) in subsection (e}—

(A) by striking everything after “except that,” in paragraph (1) and insert-
ing the following:

“within 90 days after the date of enactment of the Higher Education Amendments
of 1998, 2 additional members shall be appointed by the President pro tempore of
the Senate (one upon the recommendation of the Majority Leader and one upon the
recommendation of the Minority Leader) and 2 additional members shall be ap-
ointed by the Speaker of the House (one u?on the recommendation of the Majority
eader and one upon the recommendation of the Minority Leader). Of the additional

members—

“(A) 2 shall be appointed for a term of 1 year;

“(B) 1 shall be appointed for a term of 2 years; and

“(C) 1 shall be appointed for a term of 3 years.”;

(B) by striking “Six members” in paragraph (4) and inserting “Eight
members”; and
(C) by adding at the end the following new paragraph:
“(6) No officer or full-time employee of the Ugnited tates shall serve as members
of the Advisory Committee.”;

(5) by striking subsection (g) and inserting the following: ’

“(g) COMPENSATION AND EXPENSES.—Members of the Advisory Committee may
each receive reimbursement for travel expenses incident to attending Advisory Com-
mittee meetings, including per diem in lieu of subsistence, as authorized by section
5703 of title 5, United States Code, for persons in the Government service employed
intermittently.”;

(6) in subsection (h)(1), by striking “may be necessary by the Chairman with-
out regard to” and inserting “may be deemed necessary by the Chairman with-

" out regard to personnel ceilings or”;

(7) in subsection (i), by striking “$750,000” and inserting “$850,000”;

(8) by striking subsection (j) and inserting the following:

“(j) SPECIAL ANALYSES AND ACTIVITIES.—The committee shall—

“(1) monitor and evaluate the modernization of student financial aid systems
and delivery processes;

“(2) monitor and evaluate the implementation of a performance-based organi-
zation within the Department of Egucation and report to Congress, on not less
than an annual basis, including recommendations for improvements; and

“(3) assess the adequacy of current methods for disseminating information
about programs under this title and recommend improvements, as appropriate,
regarding early needs assessment and information for first-year high school stu-
dents.”;

(9) in subsection (k), by striking “1998” and inserting “2004”; and

(10) by striking subsection (!).

SEC. 474. MEETINGS AND NEGOTIATED RULEMAKING.
Section 492 (20 U.S.C. 1098a) is amended to read as follows:
“SEC. 492. NEGOTIATED RULEMAKING.

“(a) IN GENERAL.—

“(1) REGULATION DEVELOPMENT.—In developing regulations and revisions
thereof under this title, the Secretary shall obtain the advice and recommenda-
tions of individuals and representatives of the groups involved in student finan-
cial assistance programs under this title, such as students, legal assistance or-
ganizations that represent students, institutions of higher education, guaranty
agencies, lenders, secondary markets, loan servicers, guaranty agency servicers,
and collection agencies.

“(2) INPUT.—Such advice and recommendations may be obtained through such
mechanisms as national meetings and electronic exchanges of information.
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“(b) PROPOSED REGULATIONS.—After obtaining such advice and recommendations,
and prior to publishing any proposed regulations and revisions thereof under this
title in the Federal Register, the Secretary shall prepare draft regulations and sub-
mit such regulations to a neﬁotiated rulemaking process. In establishing the nego-
tiated rulemaking process under this section, the Secretary shall—

“(1) follow the procedural requirements used in implementing section 1601(b)
of the Elementary and Secondary Education Act of 1965; .

“(2) select participants in ge negotiations process from individuals and
Eroups participating in the exchanges described in subsection (a)(1), including

oth representatives of such groups from the District of Columbia, and industry
participants, and to the extent possible, the Secretary shall select individuals
reflecting the diversity in the industry, representing both large and small par-
ticipants, as well as individuals serving local areas and national markets;

“(3) conduct the negotiations process in a timely manner in order that final
regulations may be issued by the Secretary within the 240-day period described
in section 431(g) of the General Education Provisions Act, and any subsequent
revisions to regulations under this title may be issued in accordance with the
master calendar provisions of section 482 of this title; and

“(4) pre;;are a transcript of the negotiated rulemaking proceedings that shall
be available to the public prior to the issuance of any final regulations.

“(c) FEDERAL ADVISORY COMMITTEE ACT.—The Federal Advisory Committee Act
shall not apply to activities carried out under this section.”. :

- PART H—PROGRAM INTEGRITY

SEC. 476. STATE POSTSECONDARY REVIEW PROGRAM.
(a) AMENDMENTS.—Part H of title IV is amended—
(1) in the heading of the part, by striking “TRIAD”;
(2) by striking subpart 1 (20 U.S.C. 1099a through 1099a-3); and
(3) by redesignating subparts 2 and 3 as subparts 1 and 2, respectively.
(b) CONFORMING AMENDMENTS.—Section 496 (20 U.S.C. 1099b) is amended by
strill)cing “2subpart 3” each place it appears in subsections (j) and (k) and inserting
“subpart 2”. .

SEC. 477. ACCREDITING AGENCY RECOGNITION.

(a) RECOGNITION.— :
: (1) The heading of sutxart 1 of Part H (as redesignated by section 476(a)(3))
is amended by striking “Approval” and inserting “Recognition”. - -
(2) The heading of section 496 is amended by striking “epproval” gand inserting
“recognition”
(b) STANDARDS.—Section 496(a) is amended— ]
(1) by striking “STANDARDS” and inserting “CRITERIA”;
(2) by striking “standards” each place it appears and inserting “criteria”;
(3) in paragraph (5)— ' ’
(A) by striking “of accreditation” and inserting “for accreditation”;
(B) by inserting “the quality (including the %uality of distance learning
programs or courses) of” before “the institution’s”;
(C) in subparagraph (G), by striking “program length and tuition and fees
in relation to the subject matters taught” and inserting “measures of pro-
gram length”; .
(D) by striking subparagraph (J);
(E) in subparagraph (L), by inserting “the most recent student loan de-
fault rate data provided by the Secretary and” after “including”;
(F) by striking “and” at the end of subparagraph (K);
(G) by inserting “and” after the semicolon at the end of subparagraph (L);
(H) by redesignating subparagraphs (K) and (L) as subparagraphs (J) and
(K), respectively;
(I) by inserting after subparagraph (K) (as so redesignated) the following
new subparagraph:
“(L) refund policy;”; and .
(J) by striking “(J), and (L)” and inserting “(K) and (L)";
(4) in paragraph (7), by striking “State postsecondary review entity” and in-
serting “State licensing or authorizing agency”; and
(5) in paragraph (8), by striking “State postsecondary” and everything that
follows through “is located” and inserting “State licensing or authorizing agen-

cy”.
(c) OPERATING PROCEDURES.—Section 496(c) is amended—
Q
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(1) by striking “approved by the Secretary” and inserting “recognized by the
Secretary”; .

(2) in paragraph (1), by striking “(at least” and everything that follows
through “unannounced),” and inserting “(which may include unannounced site
visits)”; and

(3) in paragraph (3), by inserting before the semicolon at the end the follow-
ing: “, except that new sites offered through telecommunications for programs
previously included in the scope of accreditation approval need not be subject
to such on-site visits”.

(d) CONFORMING AMENDMENTS.—Section 496 is further amended—
(1) in subsection (d)—
(A) by striking “APPROVAL” in the heading of such subsection and insert-
ing “RECOGNITION”; and
(B) by striking “approved” and inserting “recognized”;
(2) in subsection (f), by striking “approved” and inserting “recognized”;
(3) in subsection (g)—
(A) by striking “STANDARDS” and inserting “CRITERIA”; and
(B) by striking “standards” and inserting “criteria”;

(4) in subsection (i)(Z), by striking “standards” and inserting “criteria”;

(5) in subsection (/)—

(A) by striking “APPROVAL” in the heading of such subsection and insert-
ing “RECOGNITION?;

(B) by striking “the standards” each place it appears and inserting “its
standards”; and

(C) by striking “approval” and inserting “recognition”; and

(6) in subsection (n)}—

(A) by striking “standards” each place it appears and inserting “criteria”;
(B) in paragraph (3)—
(i) by striking “approval or disapproval” and inserting “recognition or
denial of recognition”; and
(i) by striking “approval process” and inserting “recognition process”;

an
(C) by striking paragraph (4) and inserting the following:

“(4) The Secretary shall maintain sufficient documentation to support the conclu-
sions reached in the recognition process, and, if the Secretary does not recognize any
accreditation agency or association, shall make publicly available the reason for de-
nying recognition, including reference to the specific criteria under this section
which have not been fulfilled.”.

SEC. 478. ELIGIBILITY AND CERTIFICATION PROCEDURES.

(a) SINGLE APPLICATION FORM.—Section 498(b)(1) (20 U.S.C. 1099¢(b)1)) is
amended by striking “accreditation, and capability” and inserting “accreditation, fi-
nancial responsibility, and administrative capacity”.

(b) FINANCIAL RESPONSIBILITY STANDARDS.—Section 498(c) is amended—

(1) in paragraph (1), in the matter preceding subparagraph (A), by striking
“is able” and inserting “has sufficient resources to ensure against the precipi-
tous closure of the institution and is able”;

(2) in paragraph (2)—

(A) in the first sentence, by striking “operating losses, net worth, asset-
to-liabilities ratios, or operating fund deficits” and inserting “to ratios that
demonstrate financial responsibility,”;

(B) in the second sentence, by inserting “, public,” after “for profit”; and

(C) by inserting before the period at the end the following: “, and develop
an appropriate and cost effective process under this subpart that does not
duplicate other reporting requirements for assessing and reviewing finan-
cial responsibility”; and

(3) in paragraph (4)—

(A) in the first sentence, by striking “ratio of current assets to current
liabilities” and inserting “criteria”; and

(B) in subparagraph (C), by striking “current operating ratio require-
ment” ar)xd inserting “criteria imposed by the Secretary pursuant to para-
graph (2)".

(c) ADMINISTRATIVE CAPACITY.—Section 498(d)(1) is amended—

(1) in subparagraph (A), by striking “student aid programs; and” and insert-
ing “student financial assistance under this title;”;

" (2) by redesignating subparagraph (B) as subfaragraph (D); and
(3) by inserting after subparagraph (A) the following new subparagraphs:
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“(B) written procedures for, or written information relating to, each office
with respect to, the approval, disbursement, and delivery of student finan-
cial assistance under this title;

“(C)(i) a division of functions for authorizing payments of student finan-
cial assistance under this title and the disbursement or delivery of such as-
sistance, so that no office at the institution has responsibility for both func-
tions; and

“(ii) an adequate system of checks and balances for internal control at the
insé;itution with respect to student financial assistance under this title;
and”.

(d) ACTIONS ON APPLICATIONS.—Section 498(f) is amended—

(1) by striking “shall conduct” and inserting “may conduct”;

(2) by striking “may establish” and inserting “shall establish”;

(3) by striking “may coordinate” and inserting “shall, to the extent prac-
ticable, coordinate”; and i

(4) by adding at the end the following new sentence: “The Secretary may ex-
empt from the site visit requirement any institution that is participating in the
Quality Assurance Program established under section 487A at the time such
site visit would be required under this subsection.”.

(e) TIME LIMITATIONS.—Section 498(g) is amended to read as follows:

“(g) TIME LIMITATIONS.—(1) After the expiration of the certification of any institu-
tion or upon request for initial certification from an institution not previously cer-
tified, the Secretary may certify the eligibility for the purposes of any program au-
thorized under this title of each such institution for a. period not to exceed 6 years.

“(2) The Secretary shall notify each institution of the expiration of its eligibility
no later than six months prior to such expiration.”. :

() CONFORMING AMENDMENT.—Section 498(h)(2) is amended by striking “ap-
proval” and inserting “recognition”. .

(g) PROVISIONAL CERTIFICATION.—Section 498(i) is amended by adding at the end
the following new paragraph: .

“(4)(A) The Secretary may provisionally certify an institution seeking approval of
a change in ownership based on the preliminary review by the Secretary of a mate-
rially complete application that is received by the Secretary within 10 business days
of the transaction for which the approval is sought. :

“(B) A provisional certification under this paragraph shall expire no later than the
end of the morth following the month in which the transaction occurred, except that
if the Secretary has not issued a decision on the application for the change of owner-
ship within that period, the Secretary may continue such provisional certification
on a month-to-month basis until such decision has been issued.”.

SEC. 479. PROGRAM REVIEW AND DATA. » .

(a) GENERAL AUTHORITY.—Section 498A(a) (20 U.S.C. 1099c-1(a)) is amended—

(1) in paragraph (2)— : :

(A) by striking “may give” and inserting “shall give”;

(B) by inserting before the semicolon at the end of subparagraph (C) the
following: “, that are not accounted for by changes in those programs”;

(C) in subparagraph (D), by striking “the appropriate” and everything
that follows through “of this part” and inserting “the State licensing or au-
thorizing agency”; . -

(D) by striking subparagraph (F); and

(E) by redesignating subparagraph (G) as subparagraph (F); and

(2) in paragraph (3XA), by inserting “relevant” after “all”.

. (b) SPECIAL ADMINISTRATIVE RULES.—Section 498A(b) is amended to read as fol-
owS: :

“(b) SPECIAL ADMINISTRATIVE RULES.—(1) In carrying out paragraphs (1) and (2)
of subsection (a), the Secretary shall—

“(A) establish guidelines designed to ensure uniformity of practice in the con-
duct of program reviews of institutions; and :

“(B) inform the appropriate State agency and accrediting agency. or associa-
tion whenever taking action against an institution under this section, section
498, or section 432.

“(2) The Secretary shall review the regulations of the Department and the applica-
tion of such regulations to ensure the uniformity of interpretation and application
of the regulations. In conducting such review, the Secretary shall consult with rel-
tta}\gmt re;r)’resentatives of institutions participating in the programs authorized by

is title.”. .
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TITLE V—DEVELOPING INSTITUTIONS

SEC. 501. ESTABLISHMENT OF NEW TITLE V.

Title V is amended to read as follows:

“TITLE V—DEVELOPING INSTITUTIONS
“PART A—HISPANIC-SERVING INSTITUTIONS

“SEC. 501. PROGRAM AUTHORIZED.

“The Secretary shall provide grants and related assistance to Hispanic-serving in-

stitutions to enable such institutions to improve and expand their capacity to serve
Hispanic and other low-income students.

“SEC. 502. ELIGIBILITY; DEFINITIONS.

E

7%

“(a) DEFINITIONS.—For the purpose of this part:

“(1) HISPANIC-SERVING INSTITUTION.—The term ‘Hispanic-serving institution’
means an institution of higher education which—
“(A) is an eligible institution;
“(B) at the time of application, has an enrollment of undergraduate full-
time equivalent students that is at least 25 percent Hispanic students; and
“(C) provides assurances that not less than 50 percent of its Hispanic stu-
dents are low-income individuals.
“(2) ELIGIBLE INSTITUTION.—The term ‘eligible institution’ means—
“(A) an institution of higher education—

“(i) which has an enrollment of needy students as required by sub-
section (b) of this section; . .

“(ii) except as provided in section 522(b), the average educational and
general expenditures of which are low, per full-time equivalent under-
graduate student, in comparison with the average educational and gen-
eral expenditures per full-time equivalent undergraduate student of in-
stitutions that offer similar instruction;

“(iii) which is—

“(I) legally authorized to provide, and provides within the State,
an educational program for which such institution awards a bach-
elor’s degree; or

“II) a junior or community college; .

“(iv) which is accredited by a nationally recognized accrediting agency
or association determined by the Secretary to be reliable authority as
to the quality of training offered or which is, according fo such an agen-
cy or association, making reasonable progress toward accreditation;

“(v) which meets such other requirements as the Secretary may pre-
scribe; and

“(vi) which is located in a State; and

“(B) any branch of any institution of higher education described under
subparagraph (A) which by itself satisfies the requirements contained in
clauses (i) and (ii) of such subparagraph.

For. purposes of the determination of. whether an institution is an eligible insti-

tution under this paragraph, the factor described under subparagraph (A)(i)

(SX?(H be given twice the weight of the factor described under subparagraph
ii).

“(3) LOW-INCOME INDIVIDUAL.—The term ‘low-income individual’ means an in-
dividual from a family whose taxable income for the preceding year did not ex-
ceed 150 percent of an amount equal to the poverty level determined by using
criteria of poverty established by the Bureau of the Census.

“(4) FULL-TIME EQUIVALENT STUDENTS.—The term ‘full-time equivalent stu-
dents’ means the sum of the number of students enrolled full time at an institu-
tion, plus the full-time equivalent of the number of students enrolled part time
(determined on the basis of the quotient of the sum of the credit hours of all
part-time students divided by 12) at such institution.

“(5) JUNIOR OR COMMUNITY COLLEGE.—The term ‘junior or community college’
means an institution of higher education—

“(A) that admits as regular students persons who are beyond the age of
compulsory school attendance in the State in which the institution is lo-
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cated and who have the ability to benefit from the training offered by the
institution;
“(B) that does not provide an educational program for which it awards a
bachelor’s degree (or an equivalent degree); and
“(C) that—
“@i) provides an educational program of not less than 2 years that is
acceptable for full credit t.owarg such a degree, or
“ii) offers a 2-year program in engineering, mathematics, or the
physical or biological sciences, designed to prepare a student to work
as a technician or at the semiprofessional level in engineering, sci-
entific, or other technological fields requiring the understanding and
a?ﬂl;cation of basic engineering, scientific, or mathematical principles
of knowledge.

“(6) EDUCATIONAL AND GENERAL EXPENDITURES.—For the purpose of this part,
the term ‘educational and ‘general expenditures’ means the total amount ex-
pended by an institution of higher education for instruction, research, public
service, academic support (including library expenditures), student services, in-
stitutional support, scholarships and fellowships, operation and maintenance ex-
penditures for the physical plant, and any mandatory transfers which the insti-
tution is required to pay by law. ) .

“('7) ENDOWMENT FUND.—For the purpose of this part, the term ‘endowment
fund’ means a fund that—

“(A) is established by State law, by an institution -of higher education, or
by a foundation that is exempt from Federal income taxation;

“(B) is- maintained for the purpose of generating income for the support
of the institution; and : o -

“(C) does not include real estate. :

“(b) ENROLLMENT OF NEEDY STUDENTS.—For the purpose of this part, the term

‘enrollment of needy-students’ means an enrollment at an institution of higher edu-
cation or-a junior or community college which includes—

“(1) at least 50 percent of the degree students so enrolled who are receiving
need-based assistance under title IV of this Act in the second fiscal year preced-
ing the fiscal year for which the determination is being made (other than loans
for which an interest subsidy is-paid pursuant to section 428), or

“(2) a substantial percentage of students receiving Pell Grants in the second
fiscal year preceding the fiscal year for which determination is being made, in
comparison with the percentage of students receiving Pell Grants at all such in-
stitutions in the second fiscal year preceding the fiscal year for which the deter-
mination is made, unless.the requirement of this subdivision is waived under
section 522(a). :

“SEC. 503. AUTHORIZED ACTIVITIES. .

“(a) TYPES OF ACTIVITIES AUTHORIZED.—Grants awarded under this part shall be

used by Hispanic-serving institutions of higher education to assist such institutions
to plan, develop, undertake, and carry out programs.

“(b) AUTHORIZED ACTIVITIES.—Grants awarded under this section shall be used for

one or more of the following activities:
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“(1) purchase, rental, or lease of scientific or laboratory equipment for edu-
cational purposes, including instructional and research purposes;

“(2) construction, maintenance, renovation, and improvement in classrooms,
libraries, laboratories, and other instructional facilities; )

“(3) support of faculty exchanges, faculty development, curriculum develop-
ment, academic instruction, and faculty fe{lowsh_ips to assist in attaining ad-
vanced degrees in their field of instruction;

“(4) purchase of library books, periodicals, and other educational materials,
including telecommunications program material;

“(5) tutoring, counseling, and student service programs designed to improve

. academic success;

“6) funds management, administrative management, and acquisition of
equipment for use in strengthening funds management;

“(7) joint use of facilities, such as laboratories and libraries;

“(8) establishing or improving a development office to strengthen or improve
contributions from alumni and the private sector;

“(9) establishing or improving an endowment fund;

“(10) creating or improving facilities for Internet or other distance learning
academic instruction capabilities, including purchase or rental of telecommuni-
cations technology equipment or services;
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“(11) establishing or enhancing a program of teacher education designed to
qualify students to teach in public elementary and secondary schools;

“(12) establishins community outreach programs which will encourage ele-
mentary and secondary school students to develop academic skills and the inter-
est to pursue postsecondary education;

“(13? improving and expanding graduate and professional opportunities for
Hispanic students; and

“(14) other activities proposed in the application submitted pursuant to sec-
tion 504 that—

“(A) contribute to carrying out the purposes of this section; and
“(B) are approved by the Secretary as part of the review and acceptance
of such application. :
“(c) ENDOWMENT FUND LIMITATIONS.— )

“(1) PORTION OF GRANT.—An institution may not use more than 20 percent
of its grant under this part for any fiscal year for establishing or improving an
endowment fund.

“(2) MATCHING REQUIRED.—An institution that uses any portion of its grant
under this part for any fiscal year for establishing or improving an endowment
fund shall provide an equal or greater amount for such purposes from non-Fed-
eral funds. ‘ :

“(3) REGULATIONS.—The Secretary shall publish rules and regulations specifi-
;:_allg governing the use of funds for estabgishjng or improving an endowment

und.

“SEC. 504. APPLICATION PROCESS.

“(a) INSTITUTIONAL ELIGIBILITY.—Each Hispanic-serving institution desiring to re-
ceive assistance under this part shall submit to the Secretary such enrollment data
as may be necessary to demonstrate that it is a Hispanic-serving institution, along
with such other information and data as the Secretary may by regulation require.

“(b) APPLICATIONS.—Any institution which is determined by the Secretary to be
a Hispanic-serving institution (on the basis of the information and data submitted
under subsection (a)) may submit an application for assistance under this section
to the Secretary. Such application shall include—

“(1) a 5-year plan (gr improving the assistance provided by the Hispanic-serv-
ing institution to Hispanic and other low-income students; and
‘(2) such other information and assurance as the Secretary may require.

“(c) PRIORITY.—The Secretary shall give priority to applications that contain satis-
factory evidence that such institution has entered into or will enter into a collabo-
rative arrangement with at least one local educational agency or community-based
organization having demonstrated effectiveness to provide such agency with assist-
ance (from funds other than funds provided under this part) in reducing Hispanic
dropout rates, improving Hispanic rates of academic ac ievement, and increasing
the rates at which Hispanic high school graduates enroll in higher education.

“(d) SPECIAL RULE.—For the purposes of this part, no Hispanic-serving college or
university which is eligible for and receives fund% under this part may concurrently
receive other funds uns-:ar title III.

“SEC. 505. DURATION OF GRANT.

“(a) AWARD PERIOD.—The Secretaxt'i'l may award a grant to an eligible institution
under this part for 5 years, except that no institution shall be eligible to secure a
subsequent 5-year grant award under this part until two years have elapsed since
the expiration of its most recent 5-year grant award.

“(b) LIMITATIONS.—In awarding grants under this part the Secretary shall give
priority to applicants who are not already receiving a grant under this part, except
that for the purpose of this subsection a grant under section 524(a)(1) shall not ge
considered a grant under this part.

“(c). PLANNING GRANTS.—Notwithstanding subsection (a), the Secretary may
award a grant to an eligible institution under this part for a period of one year for
the purpose of preparation of plans and applications for a grant under this part.

“PART B—GENERAL PROVISIONS

“SEC. 521. APPLICATIONS FOR ASSISTANCE.
“(a) APPLICATIONS.—

“(1) APPLICATIONS REQUIRED.—Any institution which is eligible for assistance
under this title shall submit to the Secretary an application for assistance at
such time, in such form, and containing such information, as may be necessa
to enable the Secretary to evaluate its need for assistance. Subject to the avaﬁ’!

Q

ERIC 79

Aruitoxt provided by Eic:



E

Q

77

ability of appropriations to carry out this title, the Secretary may approve an

application for a grant under this title only if the Secretary determines that—

“(A) the application meets the requirements of subsection (b);

“(B) the applicant is eligible for assistance in accordance with the part
of this title under which the assistance is sought; and :

“(C) the applicant’s performance goals are sufficiently rigorous as to meet
the purposes of this title and the performance objectives and indicators for
this title established by the Secretary pursuant to the Government Per-
formance and Results Act.

“(2) PRELIMINARY APPLICATIONS.—In carrying out paragraph (1), the Secretary
shall develop a preliminary application for use by eligible institutions applying
under part A prior to the submission of the principal application.

“(b) CONTENTS.—An institution, in its application for a grant, shall—

“(1) set forth, or describe how the institution will develop, a comprehensive
development plan to strengthen the institution’s academic quality and institu-
tional management, and otherwise provide for institutional self-sufficiency and
growth (including measurable objectives for the institution and the Secretary to
use in monitoring the effectiveness of activities under this title);

“(2) set forth policies and procedures to ensure that Federal funds made avail-
able under this title for any fiscal year will be used to supplement and, to the
extent practical, increase the funds that would otherwise be made available for
the purposes of section 503, and in no case supplant those funds;

‘(3) set forth policies and procedures for evaluating the effectiveness in ac-
cotrlnplishing the purpose of the activities for which a grant is sought under this
title;

“(4) provide for such fiscal control and fund accounting procedures as may be
necessary to ensure proper disbursement of and accounting for funds made
available to the applicant under this title; :

“(5) provide (A) for making such reports, in such form and containing such
information, as the Secretary may require to carry out the functions under this
title and the Government Performance and Results Act, including not less than
one report annually setting forth the institution’s progress toward achieving the
objectives for which the funds were awarded, andp (B) for keeping such records

- and affording such access thereto, as the Secretary may find necessary to assure
the correctness and verification of such reports;

“(6) provide that the institution will comply with the limitations set forth in
section 526;

“(7) describe in a comprehensive manner any proposed project for which funds
are sought under-the application and include—

“(A) a description of the various components of the proposed project, in-
cluding the estimated time required to complete each such component;

“(B) in the case of any development project which consists of several com-
ponents (as described I‘;y the applicant pursuant to subparagraph (A)), a
statement identifying those components which, if separately funded, would
be sound investments of Federal funds and those components which would
be sound investments of Federal funds only if funded under this title in
conjunction with other parts of the development project (as specified by the

applicant);

“(C) an evaluation by the applicant of the priority given any proposed
project for which funds are sought in relation to any other projects for
which funds are sought by the applicant under this title, and a similar eval-
uation regarding priorities among the components of any single proposed
project (as described by the applicant pursuant to subparagraph (A));

“(D) a detailed budget showing the manner in which funds for any pro-
posed project would be spent by the applicant; and
“(E) a (ietailed description of any activity which involves the expenditure
of more than $25,000, as identified in the budget referred to in subpara-
graph (D); and
“(8) include such other information as the Secretary may prescribe.

“(c) PRIORITY CRITERIA PUBLICATION REQUIRED.—The Secretary shall publish in
the Federal Register, pursuant to chapter 5 of title 5, United States Code, all poli-
cies and procedures required to exercise the authority set forth in subsection (a). No
other criteria, policies, or procedures shall aiply. '

“(d) ELIGIBILITY DATA.—The Secretary shall use the most recent and relevant
data concerning the number and percentage of students receiving need-based assist-
ance under title IV of this Act in making eligibility determinations and shall ad-
vance the base-year forward following each annual grant cycle.
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“SEC. 522. WAIVER AUTHORITY AND REPORTING REQUIREMENT.

“(a) WAIVER REQUIREMENTS; NEED-BASED ASSISTANCE STUDENTS.—The Secretary
may waive the requirements set forth in section 502(a)2)A)i) in the case of an in-
stitution— .

“(1) which is extensively subsidized by the State in which it is located and
charges low or no tuition;

“(2) which serves a substantial number of low-income students as a percent-
age of its total student population;

“(3) which is contributing substantially to increasing higher education oppor-
tunities for educationally disadvantaged, underrepresented, or minority stu-
dents, who are low-income individuals;

“(4) which is substantially increasing higher educational opportunities for in-
dividuals in rural or other isolated areas which are unserved by postsecondary
institutions; or

“(5) wherever located, if the Secretary determines that the waiver will sub-
stantially increase higher education opportunities appropriate to the needs of
Hispanic Americans.

“(b) WAIVER DETERMINATIONS; EXPENDITURES.—(1) The Secretary may waive the
requirements set forth in section 502(a)(2)(A)Gi) if the Secretary determines, based
on persuasive evidence submitted by the institution, that the institution’s failure to
meet that criterion is due to factors which, when used in the determination of com-
pliance with such criterion, distort such determination, and that the institution’s
designation as an eligible institution under part A is otherwise consistent with the
purposes of such part.

“(2) The Secretary shall submit to the Congress every other year a report concern-
ing the institutions which, although not satisfying the criterion contained in section
502(a)(2)(A)ii), have been determined to be eligible institutions under part A insti-
tutions which enroll significant numbers of Black American, Hispanic, Native Amer-
ican, Asian American, or Native Hawaiian students under part A, as the case may
be. Such report shall—

“(A) identify the factors referred to in paragraph (1) which were considered
by the Secretary as factors that distorted the g:tennination of compliance with
section 502(a)(2)(A)ii); and

“(B) contain a list of each institution determined to be an €ligible institution
under part A including a statement of the reasons for each such determination.

“SEC. 523. APPLICATION REVIEW PROCESS.

“(a) REVIEW PANEL.—(1) All applications submitted under this title by institutions
of higher education shall be read by a panel of readers composed of individuals se-
lected by the Secretary. The Secretary shall assure that no individual assigned
under this section to review any application has any conflict of interest with regard
to the application which might impair the impartiality with which the individual
conducts the review under this section.

“(2) All readers selected by the Secretary shall receive thorough instruction from
the Secretary regarding the evaluation process for applications submitted under this
title and consistent with the provisions of this title, including—

“(A) an enumeration o¥ the factors to be used to determine the quality of ap-
plications submitted under this title; and

“(B) an enumeration of the factors to be used to determine whether a grant
should be awarded for a project under this title, the amount of any such grant,
and the duration of any such grant.

“(b) RECOMMENDATIONS OF PANEL.—In awarding grants under this title, the Sec-
retary shall take into consideration the recommendations of the panel made under
subsection (a).

“(c) NOTIFICATION.—Not later than June 30 of each year, the Secretary shall no-
tify each institution of higher education making an application under this title of—
“(1) the scores given the applicant by the panel pursuant to this section;

%(2) the recommendations of the panel with respect to such application; and

“(3) the reasons for the decision of the Secretary in awarding or refusing to
award a grant under this title, and any modifications, if any, in the rec-
ommendations of the panel made by the Secretary.

“SEC. 524. COOPERATIVE ARRANGEMENTS,

“(a) GENERAL AUTHORITY.—The Secretary may make grants to encourage coopera-
tive arrangements with funds available to carry out part A, between institutions eli-
gible for assistance under part A and between such institutions and institutions not
receiving assistance under this title for the activities described in section 503 so
that the resources of the cooperating institutions might be combined and shared to
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achieve the purposes of such part and avoid costly duplicative efforts and to enhance
the development of Eart A eligible institutions. :

“(b) PRIORITY.—The Secretary shall give priority to grants for the purposes de-
scribed under subsection (a) whenever tgle Secretary determines that the cooperative
arrangement is geographically and economically sound or will benefit the applicant
institution.

“(c) DURATION.—Grants to institutions having a cooperative arrangement may be
made under this section for a period as determined under section 505.

“SEC. 525. ASSISTANCE TO INSTITUTIONS UNDER OTHER PROGRAMS.

“(a) ASSISTANCE ELIGIBILITY.—Each institution which the Secretary determines to
be an institution eligible under part A may be eligible for waivers in accordance
with subsection (b).

“(b) WAIVER APPLICABILITY.—(1) Subject to, and in accordance with, regulations
promulgated for the purpose of this section, in the case of any application E; an in-
stitution referred to in subsection (a) for assistance under any programs specified
in paragraph (2), the Secretary is authorized, if such application is otherwise ap-
provable, to waive any requirement for a non-Federal share of the cost of the pro-
gram or project, or, to the extent not inconsistent with other law, to give, or require
to be given, priority consideration of the application in relation to applications from
other institutions. .

“(2) The provisions of this section shall apply to any program authorized by title
IV or VII of this Act.

“(c) LIMITATION.—The Secretary shall not waive, under subsection (b), the non-
Federal share requirement for any program for applications which, if approved,
would rec}uire the expenditure of more than 10 percent of the appropriations for the
program for any fiscal year.

“SEC. 526. LIMITATIONS.

The funds appropriated under section 528 may not be used—

“(1) for a school or department of divinity or any religious worship or sectar-
ian activity; -

“(2) for an activity that is inconsistent with a State plan for desegregation of
higher education applicable to such institution;

“(3) for an activity that is inconsistent with a State plan of higher education
applicable to such institution; or

“(4) for purposes other than the purposes set forth in the approved application
under which the funds were made available to the institution.

“SEC. 527. PENALTIES. }

Whoever, being an officer, director, agent, or employee of, or connected in any ca-
pacity with, any recif{)lient of Federal financial assistance or grant pursuant to this
title embezzles, willfully misapplies, steals, or obtains by fraud any of the funds
which are the subject of such grant or assistance, shall be fined not more than
$10,000 or imprisoned for not more than 2 years, or l?oth.

“SEC. 528. AUTHORIZATIONS OF APPROPRIATIONS. '

“(a) AUTHORIZATIONS.—There are authorized to be appropriated to carry out part
A, $80,000,000 for fiscal year 1999, and such sums as may be necessary for each
of the 4 succeeding fiscal years.

“(b) USE OF MULTIPLE YEAR AWARDS.—In the event of a multiple year award to
any institution under this title, the Secretary shall make funds available for such
award from funds appropriated for this title for the fiscal year in which such funds
are to be used by the recipient.”.

TITLE VI-INTERNATIONAL AND GRADUATE
: EDUCATION PROGRAMS

SEC. 601. INTERNATIONAL AND FOREIGN LANGUAGE STUDIES.

(a) STATUTORY STRUCTURE.—Title VI is amended—
(1) by striking

“PART A—INTERNATIONAL AND FOREIGN LANGUAGE
STUDIES”

and inserting the following:
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“PART A—INTERNATIONAL EDUCATION
“Subpart 1—International and Foreign Language Studies”;
(2) by striking

“PART B—BUSINESS AND INTERNATIONAL EDUCATION
PROGRAMS”

and inserting the following:

“Subpart 2—Business and International Education

Programs”;
(3) by striking
“PART C—INSTITUTE FOR INTERNATIONAL PUBLIC
POLICY”

and inserting the following:

“Subpart 3—Institute for International Public Policy”; and
(4) by striking

“PART D—GENERAL PROVISIONS”

and inserting the following:

- “Subpart 4—General Provisions”.

(b) FINDINGS AND PURPOSES.—Section 601 (20 U.S.C. 1121) is amended to read
as follows:

“SEC. 601. FINDINGS AND PURPOSES.

“(a) FINDINGS.—The Congress finds as follows:

“(1) The security, stability, and economic vitality of the United States in a
complex global era depend upon American experts in and citizens knowledge-
able about world regions, foreign languages and international affairs, as well as
on a strong research base in these areas.

“(2) Advances in communications technology and the growth of regional and
global problems make knowledge of other countries and the ability to commu-
nicate in other languages more essential to the promotion of mutual under-
standing and cooperation among nations and their peoples.

“(3) Dramatic post-Cold War changes in the world’s geopolitical and economic
landscapes are creating needs for American expertise and knowledge about a
greater diversity of less commonly taught foreign languages and nations of the
world. :

“(4) Systematic efforts are necessary to enhance the capacity of institutions
of higher education in the United States and to encourage a broader cross-sec-
tion of institutions of higher education to develop and expand programs for pro-
ducing graduates with international and foreign language expertise and knowl-
edge, and research on such areas, in a variety of disciplines and at all levels
of graduate and undergraduate education.

“(5) Cooperative efforts among the Federal Government, institutions of higher
education, and the private sector are necessary to promote the generation and
dissemination of information about world regions, foreign languages, and inter-
national affairs throughout education, government, business, civic, and non-
profit sectors in the United States.

“(b) PURPOSES.—The purposes of this part are—

O
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“(1)(A) to support centers, programs and fellowships in institutions of higher
education in the United States for producing increased numbers of trained per-
sonnel and research in foreign languages, area and other international studies;

“(B) to develop a pool of international experts to meet national needs;

“(C) to develop and validate specialized materials and techniques for foreign
language acquisition and fluency, emphasizing (but not limited to) the less com-
monly taught languages;

" “(D) to promote access to research and training overseas; and

‘(E) to advance the internationalization of a variety of disciplines throughout
undergraduate and graduate education;

“(2) to support cooperative efforts promoting access to and the dissemination
of international and foreign language knowledge, teaching materials and re-
search throughout education, government, business, civic and nonprofit sectors
in the United States through the use of advanced technologies; and

“(3) to coordinate the programs of the Federal Government in the areas of for-
eign language, area and other international studies, including professional
international affairs education and research.”.

" (c) GRADUATE AND UNDERGRADUATE NATIONAL RESOURCE CENTERS.—

(1) NATIONAL RESOURCE CENTERS.—Section 602(a) (20 U.S.C. 1122(a)) is
amended— : ) :

(A) in the heading, by striking “NATIONAL LANGUAGE AND AREA CENTERS
AUTHORIZED” and inserting “NATIONAL RESOURCE CENTERS FOR FOREIGN
LANGUAGE AND AREA OR INTERNATIONAL STUDIES AUTHORIZED”,

(B) in paragraph (1)(A), by striking “comprehensive language and area
centers” and inserting “comprehensive foreign language and area or inter-
national studies centers”;

(C) in paragraph (1)(B), by striking “language and area centers” and in-
sertin% “foreign language and area or international studies centers”; and

(D) by striking paragraph (2) and inserting the following:

“(2) AUTHORIZED -ACTIVITIES.— .

“(A) IN GENERAL.—Any grant made under paragraph (1) may be used to
pay all or part of the cost of establishing or operating a center or program,
1n accordance with this subsection.

“(B) MANDATORY ACTIVITIES.—Activities to be conducted by centers as-
sisted under this subsection shall include—

“(i) support for the instruction of foreign languages and the offering
of courses in a variety of nonlanguage disciplines that cover the center’s
subject area or topic, and the incorporation of such instruction in bacca-
laureate and graduate Frograms of study in a variety of disciplinary,
interdisciplinary, or professional fields;

“(ii) support %r teaching and research materials, including library ac-
quisitions, in the center’s subject area or topic;

“(iii) programs of outreach or linkage with State and local edu-
cational agencies, postsecondary education institutions at all levels,

rofessional schools, government, business, media, or the general pub-
ic; and
“(iv) program coordination and development, curriculum planning
and development, and student advisement.

“(C) PERMISSIBLE ACTIVITIES.—Activities to be conducted by centers as-
sisted under this subsection may include—

“(i) support for the creation of faculty positions in disciplines that are
underrepresented in the center’s instructional program;

“(ii) establishment and maintenance of linkages with overseas insti-
tutions of higher education for the purpose of contributing to the teach-
ing and research of the center; )

‘(iii) support for bringinﬁ visiting scholars and faculty to the center
to teach or conduct research;

“(iv) professional development of the center’s faculty and staff:

“(v) projects conducted in cooperation with other National Resource
Centers addressing themes of world regional, cross-regional, inter-
national, or global importance;

“(vi) summer institutes in the United States or abroad designed to
provide language and area training in the center’s field or topic; and

“(vii) support for faculty, staff, and student travel in foreign areas,
regions, or countries, and for the development and support of edu-
cational programs abroad for students.”.

(2) GRADUATE FELLOWSHIPS; EXPENSE LIMITATIONS.—Section 602 is further
amended by striking subsections (b) and (c) and inserting the following:
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“(b) GRADUATE FELLOWSHIPS FOR FOREIGN LANGUAGE AND AREA OR INTER-
NATIONAL STUDIES.—

“(1) AUTHORITY.—The Secretary is authorized to make grants to institutions
of higher education or combinations of such institutions for the purpose of pay-
ing tellowships to individuals undergoing advanced training in any center or
program approved by the Secretary under this part.

“(2) ELIGIBLE STUDENTS.—Students receiving fellowships described in para-
graph (1) shall be individuals who are en%aged in an instructional program with
stated performance goals for functional foreign language use or in a program
developing such performance goals, in combination with area studies, inter-
national studies, or the international aspects of a professional studies program,
including predissertation level studies, preparation for dissertation research,
dissertation research abroad, and dissertation writing.

“(c) RULES WITH RESPECT TO EXPENSES.— :

“(1) UNDERGRADUATE TRAVEL.—No funds may be expended under this part for
undergraduate travel except in accordance with rules prescribed by the Sec-
retary setting forth policies and procedures to assure that Federal funds made
avaélable for such travel are expended as part of a formal program of supervised
study.

“(2) GRADUATE DEPENDENT AND TRAVEL EXPENSES.—Fellowships awarded to
Fraduate level recipients may include allowances for dependents and for travel
or research and study in the United States and abroad.”.

d(d) LANGUAGE RESOURCE CENTERS.—Section 603(a) (20 U.S.C. 1123(a)) is amend-
e .

(1) by striking paragraph (5) and inserting the following:

“(5) a significant focus on the teaching and learning needs of the less com-
monly taught languages, including an assessment of the strategic needs, the de-
termination of ways to meet those needs nationally, and the publication and dis-
semination of instructional materials in the less commonly taught languages;”;

(g) by striking the period at the end of paragraph (6) and inserting “; and”;

an

(3) by inserting after paragraph (6) the following new paragraph:

“(7) the operation of intensive summer language institutes to train advanced
foreign language students, provide professional development, and improve lan-
guage instruction through preservice and inservice language training for teach-
ers.”.

(e) UNDERGRADUATE INTERNATIONAL STUDIES AND FOREIGN LANGUAGE PRO-
GRAMS.—Section 604 (20 U.S.C. 1124) is amended—

(1) in the heading of subsection (a), by striking “INCENTIVES” and all that fol-
lows through “PROGRAMS” and inserting “PROGRAM INCENTIVES”;

(2) in subsection (a)(1)— .

(A) by striking “or combinations of such institutions” in the first sentence
and inserting “, combinations of such institutions, or partnerships between
nonprofit educational organizations and such institutions,”;

(B) by striking “a program” and inserting “programs”; and

(C) by striking the second sentence and inserting the following: “Such
grants shall be awarded for the purpose of seeking to create new programs
or to strengthen existing programs in undergraduate area studies, foreign
languages, and other international fields.”;

(3) by striking paragraphs (2) and (3) and inserting the following:

“(2) USE OF FUNDS.—Grants made under this section may be used for Federal
share of the cost of projects and activities which are an integral part of such
a program, such as—

“(A) planning for the development and exFansion of programs in under-
graduate international studies, and foreign languages and the internation-
alization of undergraduate education;

“(B) teaching, research, curriculum development, and other related activi-
ties;

“(C) training of faculty members in foreign countries;

“(D) expansion of existing and develo{)ment of new opportunities for
learningxt}:)reign languages, including the less commonli' taught languages;

“(E) programs under which foreign teachers and scholars may visit insti-
tutions as visiting faculty;

“(F) international education programs designed to develop or enhance
linkages between two- and four-year institutions of higher education, or
baccalaureate and postbaccalaureate programs or institutions;

“(G) the development of an international dimension in preservice and in-
service teacher training; .
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“(H) the development of undergraduate educational programs in locations
abroad where such opportunities are not otherwise available or which serve
students for whom such opportunities are not otherwise available and
which provide courses that are closely related to on-campus foreign lan-
gua§e and international curricula;

“(I) the integration of new and continuing education abroad opportunities
for undergraduate students into curricula of specific degree programs;

“(J) the development of model programs to enrich or enhance the effec-
tiveness of educational programs abroad, including predeparture and

_ postreturn programs, and the integration of educational programs abroad
into the curriculum of the home institution; :

“(K) the expansion of library and teaching resources;

“(L) the development of programs designed to integrate professional and
technical education with area studies, foreign languages, and other inter-
national fields; .

“(M) the establishment of linkages overseas with institutions of higher
education and organizations that contribute to the educational objectives of
this subsection;

“(N) the conduct of summer institutes in foreign area and other inter-
national fields to provide faculty and curriculum development, including the
integration of professional and technical education with foreign area and
other international studies, and to provide foreign area and other inter-
national knowledge or skills to government personnel or private sector pro-
fessionals in international activities;

“(0) the development of partnerships between institutions of higher edu-
cation and the private sector, government, and elementary and secondary
education institutions to enhance international knowledge and skills; and

“(P) the use of innovative technology to increase access to international
education programs. .

“(3) NON-FEDERAL SHARE.—The non-Federal share of the cost of the programs
assisted under this subsection may be provided in cash from the private sector
corporations or foundations in an amount equal to one-third of the total re-
?uested grant amount, or may be provided as in-cash or in-kind contribution
rom institutional and noninstitutional funds, including State and private sector
corporation or foundation contributions, equal to one-half of the total requested
grant amount.”; .

(4) by adding at the end of subsection (a) the following new paragraphs:

“(5) SPECIAL RULE.—The Secretary may waive or reduce the required non-
Federal share for title III-eligible institutions which have submitted a grant ap-
plication under this section.

“(6) EVALUATION CRITERIA AND REPORT.—As a condition for the award of any
grant under. this subsection, the Secretary may establish criteria for evaluating

rograms and require an annual report which evaluates the progress and per-
ormance of students in such programs.”.

(5) by striking subsection (b);

(6) by redesignating subsection (c) as subsection (b); and

(7) by adding at the end the following new subsection: :

“(c) FUNDING SUPPORT.—The Secretary may use no more than 10 percent of the
total amount appropriated for this title, other than amounts appropriated for part
D, for carrying out the purposes of this section.”. .

8y {NAI‘ENSIVE SUMMER LANGUAGE INSTITUTES.—Section 605 (20 U.S.C. 1124a) is
repealed. :

(9] ;Q%SEARCH; STUDIES; ANNUAL REPORT.—Section 606(a) (20 U.S.C. 1125(a)) is
amended—

(1) in paragraph (4), by inserting before the semicolon at the end the follow-
in%: “, area studies, or other international fields”;

2) by striking “and” at the end of paragraph (5);

(3) by striking the period at the end of paragraph (6) and inserting “; and”;
an

(4) by inserting after paragraph (6) the followinf new paragraph:

“(7) studies and surveys of the uses of technology in foreign language, area
and international studies programs.”.

(h) PERIODICALS.—Section 607 (20 U.S.C. 1125a) is amended to read as follows:

“SEC. 607. TECHNOLOGICAL INNOVATION AND COOPERATION FOR FOREIGN INFORMATION
ACCESS.

“(a) AUTHORITY.—The Secretary is authorized to make grants to institutions of
higher education, public or nonprofit private library institutions, or consortia of such
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institutions, to develop innovative techniques or programs using new electronic tech-
nologies to collect, organize, preserve and widely disseminate information on world
regions and countries other than the United States that address the nation’s teach-
ing and research needs in international education and foreign languages.

“(b) AUTHORIZED ACTIVITIES.—Grants under this section may be used—

“(1) to facilitate access to or preserve foreign information resources in print
or electronic forms;

“(2) to develop new means of immediate, full-text document delivery for infor-
mation and scholarship from abroad;

“(3) to develop new means of shared electronic access to international data;

“(4) to support collaborative projects of indexing, cataloging, and other means
of bibliographic access for scholars to important research materials published or
distributed outside the United States;

“(5) to develop methods for the wide dissemination of resources written in
non-Roman language alphabets;

“(6) to assist teachers of less commonly taught languages in acquiring, via
electronic and other means, materials suitable for classroom use; and

“(7) to promote collaborative technology based projects in foreign languages,
area and international studies among grant recipients under this title.

“(c) APPLICATION.—Each institution or consortium desiring a grant under this sec-
tion shall submit an application to the Secretary at such time, in such manner, and
accompanied by such information and assurances as the Secretary may reasonably
require.

“(d) MATCH REQUIRED.—The Federal share of the total cost of carrying out a pro-
gram supported by a grant under this section shall not be more than 66%s percent.
The non-Federal share of such cost may be provided either in-kind or in cash, and
may include contributions from private sector corporations or foundations.”.

(1) DEVELOPMENT GRANTS.—Section 610 (20 U.S.C. 1127) is amended by adding
at the end the following new subsection:

“(d) DEVELOPMENT GRANTS AUTHORIZED.—The Secretary is encouraged to consider
the establishment of new centers, and may use at least 10 percent of the funds
available for this section to make grants for the establishment of such new centers.”.

- (j) AUTHORIZATION OF APPROPRIATIONS.—Section 610A (20 U.S.C. 1128) is amend-
ed by striking “1993” and inserting “1999".

(k) CONFORMING AMENDMENT.—Title VI is further amended by redesignating sec-
tions 606, 607, 608, 609, 610, and 610A as sections 605 through 610, respectively.
SEC. 602. BUSINESS AND INTERNATIONAL EDUCATION PROGRAMS.

(a) CENTERS FOR INTERNATIONAL BUSINESS EDUCATION.—Section 612 (20 U.S.C.
1130-1) is amended—

(1) in subsection (c)(1)(B), by striking “advanced”;

(2) in subsection (c)(1)(C), by striking “evening or summer programs,” and in-
serting “programs”; and

(3) in subsection (d)X2)(G), by inserting before the period at the end the follow-
ing: “, such as a representative of a community college in the region served by
the center”. .

(b) AUTHORIZATION OF APPROPRIATIONS.—Section 614 (20 U.S.C. 1130b) is amend-
ed by striking “1993" each place it appears and inserting “1999”.

(c) TECHNICAL AMENDMENT.—The heading of section 611 (20 U.S.C. 1130) is
amended to read as follows: . :

“SEC. 811. FINDINGS AND PURPOSES.”.
SEC. 603. INSTITUTE FOR INTERNATIONAL PUBLIC POLICY.

(a) MINORITY FOREIGN SERVICE PROFESSIONAL DEVELOPMENT PROGRAM.—Section
6211f£e) (20 U.S.C. 1131(e)) is amended by striking “one-fourth” and inserting “one-
half”.

(b) JUNIOR YEAR AND SUMMER ABROAD PROGRAM.—Section 622 (20 U.S.C. 1131a)
is amended—

(1) in the heading of such section, by inserting “and summer” gfter “year”;
(2) in subsection (a)—
(A) by striking “shall conduct” and inserting “is authorized to conduct”;
(B) by inserting “and summer” after “junior year” each place it appears
in the first and second sentences;
(C) by inserting “in a junior year abroad program” after “Each student”
in the last sentence;
(8) in subsection (b)(2), by inserting “or summer” after “junior year”; and
(4) in subsection (c)}—
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(A) by inserting “or summer abroad program” after “junior year abroad
program” each place it appears; and

(B) by striking “abroad or internship” and inserting “abroad, summer
abroad, or internship”.

(c) INTERNSHIPS.—Section 624 (20 U.S.C. 1132c¢) is amended—

(él) by striking “The Institute” and inserting “(a) IN GENERAL.—The Institute”;
an
(2) by adding at the end the following new subsection:

“(b) POSTBACCALAUREATE INTERNSHIPS.—The Institute shall enter into agreements
with institutions of higher education described in the first sentence of subsection (a)
to conduct internships in Washington, DC, for students who have completed study
for ﬁhe baccalaureate degree. The Internship program authorized by this subsection
shall—

“(1) be designated to assist the students to prepare for a master’s degree pro-

am;
“(2) be carried out with the assistance of the Woodrow Wilson Fellowship pro-

gram,

“(3) contain work experience for the students designated to contribute to the
objectives set forth in paragraph (1); and

‘(4) contain such other elements as the Institute determines will carry out the
objectives of this subsection.”.

(d) NEw PROGRAMS.—Title VI is further amended—

(1) by redesignating sections 625 through 627 (20 U.S.C. 1131d-1131f) as sec-
tions 627 through 629; and .

(2) by inserting after section 624 the following new sections:

“SEC. 625. INSTITUTIONAL DEVELOPMENT.

“(a) IN GENERAL.—The Institute shall make grants, from amounts available to it
in each fiscal year, to Historically Black Colleges and Universities, Hispanic-serving
Institutions, Tribally Controlled Indian Community Colleges, and minority institu-
tions, to enable such colleges, universities, and 1nstitutions to strengthen inter-
national affairs programs.

“(b) APPLICATION.—No grant may be made by the Institute under this section un-
less an application is made by the college, university, or institution at such time,
in such manner, and accompanied by such information as the Institute may require.

“(c) DEFINITIONS.—As used in this section— )

“(1) the term ‘Historically Black College and University’ has the same mean-
ing given the term by section 322(2) of this Act;

{(2) the term ‘Hisganic-servin Institution’ has the same meaning given the
term by section 316(b)(1) of this Act; ’ '

“(3) the term ‘Tribally controlled Indian community college’ has the same
meaning given that.term by the Tribally Controlled Community College Assist-
ance Act of 1978; and

“(4) the term ‘minority institution’ has the same meaning given that term in
section 347 of this Act.

“SEC. 626. INTERAGENCY COMMITTEE ON MINORITY CAREERS IN INTERNATIONAL AFFAIRS.

“(a) ESTABLISHMENT.—There is established in the executive branch of the Federal
Government an Interagency Committee on Minority Careers in International Affairs
composed of 7 members. The members of the Committee shall be— :

“(1) the Undersecretary for International Affairs and Commodity Programs of
the Department of Agriculture, appointed by the Secretary of Agriculture;

“(2) the Assistant Secretary amf Director General, the Commercial Service of
the Department of Commerce, appointed by the Secretmﬁy of Commerce;

“(3) the Undersecretary of Defense for Personnel and Readiness of the Depart-
ment of Defense, appointed by the Secretary of Defense;

“(4) the Assistant Secretary for Postsecondary Education in the Department
of Education, appointed by the Secretary of Education;

“(5) the Director General of the Foreign Service of the Department of State,
ap?ointed by the Secretary of State; :

“(6) the General Counsel of the Agency for International Development, ap- -

pointed by the Administrator; and

“(7) the Associate Director for Educational and Cultural Affairs of the United
States Information Agency, appointed by the Director.
“(b) FUNCTIONS.—The Interagency Committee established by this section shall—
“(1) advise the Secretary and the Institute with respect to programs author-
ized by this part; and
“(2) promote policies in each department and agency tﬁ?rﬁcipating on the
Committee that are designed to carry out the objectives of this part.”.
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‘ (e) AUTHORIZATION.—Section 629 (20 U.S.C. 1131f) (as redesignated by subsection
(d)) is amended by striking “1993” and inserting “1999”.

SEC. 604. GENERAL PROVISIONS.

(a) DEFINITIONS.—Section 631(a) (20 U.S.C. 1132(a)) is amended—
(1) by striking “and” at the end of paragraph (7);
(g) by striking the period at the end of paragraph (8) and inserting “; and”;

an

(3) by inserting after paragraph (8) the followinf new paragraphs:

“(9) the term ‘internationalization of undergraduate education’ means the in-
corporation of foreign languages and area and international studies perspectives
in any undergraduate course or curriculum in order to provide international
content for that course of study; and

“(10) the term ‘educational programs abroad’ means programs of study, in-
ternships, or service learning outside the United States which are part of a for-
eign language or other international curriculum at the undergraduate or grad-
uate education levels.”.

(b) REPEAL.—Section 632 (20 U.S.C. 1132-1) is repealed.

SEC. 605. TRANSFER AND REAUTHORIZATION OF GRADUATE ASSISTANCE IN AREAS OF NA-
TIONAL NEED PROGRAM. : .

(a) AMENDMENT.—Title VI is amended by adding at the end the following new

part:

“PART B—GRADUATE ASSISTANCE IN AREAS OF
NATIONAL NEED

“SEC. 651. PURPOSE.

“In order to sustain and enhance the capacity for graduate education in areas of
national need, it is the purpose of this part to provide, through academic depart-
ments and programs of institutions of higher education, a fellowship program to as-
sist graduate students of superior ability who demonstrate financial need.

“SEC. 652. GRANTS TO ACADEMIC DEPARTMENTS AND PROGRAMS OF INSTITUTIONS.

“(a) GRANT AUTHORITY.— . S

“(1) IN GENERAL.—The Secretary shall make grants to academic departments
and programs and other academic units of institutions of higher education that
provide courses of study leading to a graduate degree in order to enable such

- 1nstitutions to provide assistance to graduate students in accordance with this
part. The Secretary shall coordinate the administration and regulation of pro-
grams under this part with other Federal programs providing graduate assist-
ance to minimize duplication and improve efficiency.

“(2) ADDITIONAL GRANTS.—The Secretary may also make nts to such de-
partments and programs and to other units of institutions of higher education
granting graduate degrees which submit joint proposals involving nondegree
granting institutions which have formal arrangements for the support of doc-
toral dissertation research with degree-granting institutions. Nondegree grant-
ing institutions eligible for awards as part of such joint proposals include any
organization which—

“(A) is described in section 501(c)}3) of the Internal Revenue Code of
1986, and is exempt from tax under section 501(a) of such Code;

“(B) is organized and operated substantially to conduct scientific and cul-
tural research and graduate training programs;

“(C) is not a private foundation;

“(D) has academic personnel for instruction and counseling who meet the
standards of the institution of higher education in which the students are
enrolled; and

“(E) has necessary research resources not otherwise readily available in
such institutions to such students.

“(b) AWARD AND DURATION OF GRANTS.— '

“(1) AWARDS.—The principal criterion for the allocation of awards shall be the
relative quality of the graduate programs presented in competing applications.
Consistent with an allocation of awards based on quality of competing applica-
tions, the Secretary shall, in making such grants, promote an equitable geo-
graphic distribution among eligible public and private institutions of higher
education.

“(2) DURATION.—The Secre shall approve a grant recipient under this
part for a 3-year period. From the sums appropriated under this part for any
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fiscal year, the Secretary shall not make a grant to a g academic department
or program of an institution of higher education of less than $125,000 or greater
than $750,000 per fiscal year.

“(3) REALLOTMENT.—Whenever the Secretary determines that an academic
department or program of an institution of higher education is unable to use
all of the amounts available to it under this part, the Secretary shall, on such
dates during each fiscal year as the Secretary may fix, reallot the amounts not
needed to academic departments and programs of institutions which can use the
grants authorized by this part.

“SEC. 653. INSTITUTIONAL ELIGIBILITY.

“(a) ELIGIBILITY CRITERIA.—Any academic department or {>rogram of an institu-
tion of higher education that offers a program of postbaccalaureate study leading
to a graduate degree in an area of national need (as designated under subsection
(b)) may apply for a grant under this part. No department or program shall be eligi-
ble for a grant unless the program of postbaccalaureate study has been in existence
for at least 4 years at the time of application for assistance under this part.

“(b) DESIGNATION OF AREAS OF NATIONAL NEED.—After consultation with appro-
priate Federal and nonprofit agencies and organizations, the Secretary shall des-
ignate areas of national need. In making such designations, the Secretary shall take
into account the extent to which the interest is compelling, the extent to which other
Federal programs support postbaccalaureate study in the area concerned, and an as-
sessment of how the program could achieve the most significant impact with avail-
able resources.

“SEC. 654. CRITERIA FOR APPLICATIONS.

“(a) SELECTION OF APPLICATIONS.—The Secretary shall make grants to academic
departments and programs of institutions of higher education on the basis of appli-
cations submitted in accordance with subsection (b). Applications shall be ranked on
program quality by review panels of nationally recognized scholars and evaluated
on the quality and effectiveness of the academic program and the achievement and
promise of the students to be served. To the extent possible (consistent with other
provisions of this section), the Secretary shall make awards that are consistent with
recommendations of the review panels.

“(b) CONTENTS OF APPLICATIONS.—An academic department or program of an in-
stitution of higher education, in its application for a grant, shall—

“(1) describe the current academic program of the applicant for which the
grant is sought;

“(2) provide assurances that the apphcant will provide, from other non-Fed-
eral funds, for the purposes of the fellowship program under this part an
amount equal to at least 25 percent of the amount of the grant received under
this part, which contribution may be in cash or in kind fairly valued;

“(3) describe the number, types, and amounts of the fellowships that the ap-
plicant intends to offer under the grant;

“(4) set forth policies and procedures to assure that, in making fellowship
awards under this part, the institution will make awards to individuals who—

“(A) have financial need, as determined under part F of title IV;
“(B) have excellent academic records in their previous programs of study;
and
f“(C)dplan to pursue the highest possible degree available in their course
of study;

“(5) set forth policies and procedures to ensure that Federal funds made avail-
able under this part for any fiscal year will be used to supplement and, to the
extent practical, increase the funds that would otherwise be made available for
the purpose of this part and in no case to supplant those funds;

“(6) provide assurances that, in the event that funds made avallable to the
academic department or program under this part are insufficient to provide the
assistance due a student under the commitment entered into between the aca-
demic de{mrtment or program and the student, the academic department or pro-
gram will, from any funds available to it, fulfill the commitment to the student;

“(7) provide that the applicant will comply with the limitations set forth in
section 655;

“(8) provide assurances that the academic department will provide at least 1
year of supervised training in instruction for students; and

“(9) include such other information as the Secretary may prescribe.

“SEC. 635. AWARDS TO GRADUATE STUDENTS.
“(a) COMMITMENTS TO GRADUATE STUDENTS.—
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‘(1) IN GENERAL.—An academic department or program of an institution of
higher education shall make commitments to eligible graduate students as de-
fined in section 484 (including students pursuing a doctoral degree after having
completed a master’s degree program at an institution of higher education) at
any point in their graduate study to provide stipends for the length of time nec-
essary for a student to complete the course of graduate study, but in no case
longer than 3 years.

“(2) SPECIAL RULE.—No such commitments shall be made to students under
this part unless the academic department or program has determined adequate
funds are available to fulfill the commitment either from funds received or an-
ticipated under this part, or from institutional funds.

“(b) AMOUNT OF STIPENDS.—The Secretary shall make payments to institutions of
higher education for the purpose of paying stipends to individuals who are awarded
fellowships under this part. The stipends the Secretary establishes shall reflect the
purpose of this program to encourage highly talented students to undertake grad-
uate study as described in this part. In the case of an individual who receives such
individual’s first stipend under this part in academic year 1999-2000 or any suc-
ceeding academic year, such stipend shall be set at a level of supglort equal to that
provided by the National Science Foundation graduate fellowships, except such
amount shall be adjusted as necessary so as not to exceed the fellow’s demonstrated
level of need as determined under part F of title IV.

“(c) TREATMENT OF INSTITUTIONAL PAYMENTS.—An institution of higher education
that makes institutional payments for tuition and fees on behalf of individuals sup-
ported by fellowships uné’er this part in amounts that exceed the institutional pay-
ments made by the Secretary pursuant to section 656(a) may count the excess of
such payments toward the amounts the institution is required to provide pursuant’
to section 654(b)2).

“(d) ACADEMIC PROGRESS REQUIRED.—Notwithstanding the provisions of sub-
section (a), no student shall receive an award—

“(1) except during periods in which such student is maintaining satisfactory
progress in, and devoting essentially full time to, study or research in the field
in which such fellowship was awarded, or

“(2) if the, student is engaging in gainful employment other than part-time
employment involved in teaching, research, or similar activities determined by
the institution to be in support of the student’s progress towards a degree.

“SEC. 656. ADDITIONAL ASSISTANCE FOR COST.OF EDUCATION.

-“(a) INSTITUTIONAL PAYMENTS.—(1) The Secretary shall (in addition to stipends
paid to individuals under this part) pay to the. institution of higher education, for
each individual awarded a fellowship under this part at such institution, an institu-
tional allowance. Except as provided in paragraph (2), such allowance shall be—

“(A) $10,000 annually with respect to individuals who first received fellow-
ships under this part prior to academic year 1999-2000; and

“(B) with respect to individuals who first receive fellowships during or after
academic year 1999-2000—

“(i) $10,000 for the academic year 1999-2000; and

“(ii) for succeeding academic years, $10,000 adjusted annually thereafter
in accordance with inflation as determined by the Department of Labor’s
Consumer Price Index for the previous calendar year.

“2) The ‘institutional allowance paid under paragraph (1) shall be reduced by the
amount the institution charges and collects from a fellowship recipient for tuition
and other expenses as part of the recipient’s instructional program.

“(b) USE FOR OVERHEAD PROHIBITED.—Funds made available pursuant to this
part may not be used for the general operational overhead of the academic depart-
ment or program.

“SEC. 657. CONTINUATION AWARDS.

“Before making new awards under this part for any fiscal year, the Secretary
shall, as appropriate, make continuation awards to recipients of awards under parts
B, C, and D of title IX as in effect prior to the enactment of the Higher Education
Amendments of 1998.

“SEC. 658. AUTHORIZATION OF APPROPRIATIONS.

“There are authorized to be appropriated $40,000,000 for fiscal year 1999 and
such sums as may be necessary for each of the 4 succeeding fiscal years to carry
out this part.”.

(b) REPEAL.—Title IX (20 U.S.C. 1134 et seq.) is repealed.
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TITLE VII—CONSTRUCTION, RECONSTRUC-
TION, AND RENOVATION - OF ACADEMIC FA-
CILITIES

SEC. 701. EXTENSION OF PRIOR RIGHTS AND OBLIGATIONS.

Section 702(a) (20 U.S.C. 1132a-1(a)) is amended by striking “fiscal year 1993”
and inserting “fiscal year 1999”.

SEC. 702. REPEAL OF PART A,
(a) REPEAL.—Part A of title VII (20 U.S.C. 1132b et seq.) is repealed.
(b) CONFORMING AMENDMENTS.—
(1) Section 701(b) (20 U.S.C. 1132a(b)) is amended by striking “part A or B”
and inserting “part B”.
(2) Part B of title VII is amended by striking section 726 (20 U.S.C. 1132¢—
5

).
(3) Section 781 (20 U.S.C. 1132i) is amended by striking “part A of this title,
or” each place it appears.

SEC. 703. EXTENSION OF AUTHORIZATION OF PART B.

Section 727(c) (20 U.S.C. 1132c—6(c)) is amended by striking “fiscal year 1993”
and inserting “fiscal year 1999”.

SEC. 704. EXTENSION OF AUTHORIZATION OF PART C. » :

Section 735 (20 U.S.C. 1132d—4) is amended by striking “fiscal year 1993” and in-
serting “fiscal year 1999”.

TITLE VIII—ADDITIONAL PROVISIONS

SEC. 801. STUDY OF TRANSFER OF CREDITS.

(a) STUDY REQUIRED.—The Secretary of Education shall conduct a study to evalu-
ate policies or practices instituted by recognized accrediting agencies or associations
regarding the treatment of the transfer of credits from one institution of higher edu-
cation to another, giving particular attention to—

(1) adopted policies regarding the transfer of credits between institutions of
higher education which are accredited by different agencies or associations and
the reasons for such policies;

(2) adopted policies regarding the transfer of credits between institutions of
higher education which are accredited by national agencies or associations and
institutions of higher education which are accredited by regional agencies and
associations and the reasons for such 'policies;

(3) the effect of the adoption of such policies on students transferring between
such institytions of higher education, including time required to matriculate, in-
creases to the student of tuition and fees paid, and increases to the student
with regard to student loan burden; :

(4) the extent to which Federal financial aid is awarded to such students for
the duplication of coursework already completed at another institution; and

5) tﬁe aggregate cost to the Federal Government of the adoption of such poli-
cies.

(b) REPORT.—Not later than one year after the date of enactment of this Act, the
Secretary shall submit a report to the Chairman and Ranking Minority Member of
the Committee on Education and the Workforce of the House of Representatives and
the Committee on Labor and Human Resources of the Senate detailing his findings
regarding the study conducted under subsection (a). The Secretary’s report shall in-
clude such recommendation with respect to the recognition of accrediting agencies
or associations as the Secretary deems advisable. '

SEC. 802. STUDY OF MARKET MECHANISMS IN FEDERAL STUDENT LOAN PROGRAMS.

(a) STUDY REQUIRED.—The Comptroller General, in consultation with interested
parties, shall conduct a study of the potential to use auctions or other market mech-
anisms in the delivery of Federal student loans in order to reduce costs both to the
Federal Government and to borrowers. Such study shall include an examination of—

(1) the feasibility of using an auction of lending authority for Federal student
loans, and the appropriate Federal role in the operation of such an auction or
other alternative market mechanisms;
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(2) methods for operating such a system to ensure loan access for all eligible
borrowers, while maximizing the cost-effectiveness (for the: Government and
borrowers) in the delivery of such loans;

(3) the impact of such mechanisms on student loan availability;

(4) any necessary transition procedures for implementing such mechanisms;

(5) the costs or savings likely to be attained for the Government and borrow-

ers;

(6) the feasibility of incorporating income-contingent repe&ment options into
the student loan system axg’ requiring borrowers to repa rough 1ncome tax
withholding, and the impact of such an option on the willingness of lenders to

articipate 1n auctions or other market mechanisms and on the efficiency of
ederal management of student loan programs;

(7) the ability of the Department of the Treasury to effectively auction the
right to make student loans; and

(8) other relevant issues.

(b) RECOMMENDATIONS.—Within 2 years after the date of enactment of this Act
the Comptroller General shall submit to the Congress a report on the study required
by subsection (a) and shall include with such report any legislative recommenda-
tions the Comptroller General considers appropriate.

SEC. 803. IMPROVEMENTS IN MARKET INFORMATION AND PUBLIC ACCOUNTABILITY IN HIGH-
ER EDUCATION.

(a) IMPROVED DATA COLLECTION.—

(1) DEVELOPMENT OF UNIFORM METHODOLOGY.—The Secretary shall direct the
Commissioner of Education Statistics to convene a series of forums to develo
nationally consistent methodologies for reporting costs incurred by postsecond-
ary institutions in providing postsecondary education.

(2) SEPARATION OF UNDERGRADUATE AND GRADUATE COSTS.—Such consistent
methodologies shall permit the Secretary to collect and disseminate separate
data with respect to the costs incurred 1n providing undergraduate and grad-
uate postsecondary education.

(3) REDESIGN OF DATA SYSTEMS.—On the basis of the methodologies developed
pursuant to paragraph (1), the Secretary shall redesign relevant parts of the
postsecondary education data systems to improve the usefulness and timeliness
of the data collected by such systems. ’

(b) DATA DISSEMINATION.—The Secretary shall publish, in both printed and elec-
tronic form, of the data collected pursuant to subsection (a). Such data shall be
available in a form that permits the review and comparison of the data submissions
of individual institutions of higher education. Such data shall be presented in a form
that is easily understandable and allows parents and students to make informed de-
cisions based on the following costs for typical full-time undergraduate or graduate
students—

(1) tuition charges published by the institution;

(2) the institution’s cost of educating students on a full-time equivalent basis;

(3) the general subsidy on a full-time equivalent basis;

(4) instructional cost by level of instruction; )

(5) the total price of attendance; and ’

(6) the average amount of per student financial aid received, including and
excluding assistance in the form of loans.

SEC. 804. DIFFERENTIAL REGULATION.

(a) GAO STUDY.—The Comptroller General shall conduct a study of the extent to
which unnecessary costs are imposed on postsecondary education as a consequence
of the applicability to postsecondary facilities and equipment of regulations pre-
scribed for purposes of regulating industrial and commercial enterprises.

(b) REPORT REQUIRED.—Within one year after the date of enactment of this Act,
the Comptroller General shall submit a report to the Congress on the results of the
study required by subsection (a).

SEC. 805. ANNUAL REPORT ON COST OF HIGHER EDUCATION. :

(a) GAO REPORT REQUIRED.—The Comptroller General shall conduct an on-going
analysis of the following:

(1) The increase in tuition compared with other commodities and services.

(2) Trends in college and university administrative costs, including adminis-
trative staffing, ratio of administrative staff to instructors, ratio of administra-
tive staff to students, remuneration of administrative staff, and remuneration
of college and university presidents or chancellors.

(3) Trends in (A) faculty workload and remuneration (including the use of ad-
junct faculty), (B) faculty-to-student ratios, (C) number of hours spent in the
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classroom by faculty, and (D) tenure practices, and the impact of such trends
on tuition.

(4) Trends in (A) the construction and renovation of academic and other colle-
giate facilities, and (B) the modernization of facilities to access and utilize new
technologies, and the impact of such trends on tuition.

(5) The extent to which increases in institutional financial aid and tuition dis-
counting have affected tuition increases, including the demographics of students
receiving such aid, the extent to which such aid is provided to students with
limited need in order to attract such students to particular institutions or major
fields of study, and the extent to which Federal financial aid, including loan aid,
has been used to offset such increases.

(6) The extent to which Federal, State, and local laws, regulations, or other
mandates contribute to increasing tuition, and recommendations on reducing
those mandates.

(7) The establishment of a mechanism for a more timely and widespread dis-
tribution of data on tuition trends and other costs of operating colleges and uni-
versities.

(8) The extent to which student financial aid programs have contributed to
changes in tuition.

(9) Trends in State fiscal policies that have affected college costs.

G(lO) ?ther related topics determined to be appropriate by the Comptroller
eneral.

(b) ANNUAL REPORT TO CONGRESS.—The Comptroller General shall submit to the

Congress an annual report on the results of the analysis required by subsection (a).

SEC. 806. REPEALS OF PREVIOUS HIGHER EDUCATION AMENDMENTS PROVISIONS.

(a) HIGHER EDUCATION AMENDMENTS OF 1986.—Title XIII of the Higher Edu-
cation Amendments of 1986 (20 U.S.C. 1091 note, 1121 note, 1221e-1 note, 1011
note, 1070a note, 1071 note, 1221-1 note, 1091 note) is repealed.

(b) HIGHER EDUCATION AMENDMENTS OF 1992.— : .

(1) TITLE x1v.—Title XIV of the Higher Education Amendments of 1992 (20
U.S.C. 1071 note, 1080 note, 1221e note, 1070 note, 1221e~1 note, 1070a—21
note, 1134 note, 1132a note, 1221-1 note, 1101 note) is repealed.

(2) TITLE Xv.—Parts A, B, C, D, and E of title XV of the Higher Education
Amendments of 1992 (29 U.S.C. 2401 et seq., 20 U.S.C. 1452 note, 1101 note,
1145h, 1070 note) are repealed. :

SEC. 807. LIMITATION.
None of the funds appropriated under the Higher Education Act of 1965 or any

other Act shall be made available by any Federal agency to the National Board for
Professional Teaching Standards.

TITLE IX—AMENDMENTS TO OTHER LAWS
PART A—EDUCATION OF THE DEAF ACT
Subpart 1—Gallaudet University

SEC. 901. BOARD OF TRUSTEES MEMBERSHIP.

Section 103(a)(1) of the Education of the Deaf Act of 1986 (20 U.S.C. 4303(a)(1))
is amended—
(1) in the matter preceding subparagraph (A), by striking “twenty-one” and
inserting “twenty-two”;
(2) in subparagraph (A), by striking “and” at the end;
((113) in subparagraph (B), by striking the period at the end and inserting
and”; and
(4) by adding at the end the following:
“(C) the liaison designated under section 206, who shall serve as an ex-officio,
nonvoting member.”.

SEC. 902. ELEMENTARY AND SECONDARY EDUCATION PROGRAMS.

(a) COMPLIANCE WITH CERTAIN REQUIREMENTS UNDER THE INDIVIDUALS WITH
DISABILITIES EDUCATION ACT.—Section 104(b)(3) of the Education of the Deaf Act
of 1986 (20 U.S.C. 4304(bX3)) is amended by striking “intermediate educational
unit” and inserting “educational service agencyx. :
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(b) ADDITIONAL REQUIREMENTS.—Section 104(b)(4)XC) of such Act (20 U.S.C.
?30{1(b)(4)(C)) is amended by striking clauses (i) through (iv) and inserting the fol-
owing:

“(i) Paragraph (1) and paragraphs (3) through (6) of subsection (b).

“(ii) Subsections (e) through (g).

“(iii) Subsection (h), except the provision contained in such subsection
that requires that findings of fact and decisions be transmitted to the State
advisory panel.

“(iv) Paragraphs (1) and (2) of subsection (i).

“(v) Subsection (j), except that such subsection shall not.be applicable to
a decision by the University to refuse to admit or to dismiss a child, except
that, before dismissing any child, the University shall give at least 60 days
notice to the child’s parents and to the local educational agency in which
the child resides.

v “(vi) Subsections (k) through (m).”.
SEC. 903. AGREEMENT WITH GALLAUDET UNIVERSITY.

Section 105(a) of the Education of the Deaf Act of 1986 (20 U.S.C. 4305(a)) is
amended— .

(1) in the first sentence, by striking “within 1 year after enactment of the
Education of the Deaf Act Amendments of 1992, a new” and inserting “and peri-
odically update, an”; and

(2) by amending the second sentence to read as follows: “The necessity of the

eriodic update referred to in the preceding sentence shall be determined by the
gecretary or the University.”.

Subpart 2—National Institute for the Deaf

SEC. 911. AGREEMENT FOR THE NATIONAL TECHNICAL INSTITUTE FOR THE DEAF.
dSection 112 of the Education of the Deaf Act of 1986 (20 U.S.C. 4332) is amend-

ed— . .
(1) in subsection (a)2), by striking “under this section” and all that follows
and inserting the following: “under this section—

“(A) shall periodically assess the need for modification of the agreement; and

“(B) shall also periodically update the agreement as determined to be nec-
essary by the Secretary or the institution.”; and

(2) in subsection (b)(3), by striking “Committee on Education and Labor” and
inserting “Committee on Education and the Workforce”.

Subpart 3—General Provisions

SEC. e21. DEFINITIONS.
dSection 201 of the Education of the Deaf Act of 1986 (20 U.S.C. 4351) is amend-
ed— )
(1) in paragraph (1)(C), by striking “Palau (but only until the Compact of Free
Association with Palau takes effect),”; and
(2) in paragraph (5)— ’

(A) by inserting “and” before “the Commonwealth of the Northern Mari-

ana Islands”; and
(B) by striking “, and Palau” and all that follows and inserting a period.

SEC. 922. AUDITS. ’

Section 203(b) of the Education of the Deaf Act of 1986 (20 U.S.C. 4353(b)) is
amended in the first sentence by inserting before the period at the end the follow-
ing: “, including the national mission and school operations of the elementary and
secondary programs”.

SEC. 923. REPORTS.

Section 204 of the Education of the Deaf Act of 1986 (20 U.S.C. 4354) is amended
in the matter preceding paragraph (1) by striking “Committee on Education and
Labor” and inserting “Committee on Education and the Workforce”.

SEC. 924. MONITORING, EVALUATION, AND REPORTING.

Section 205(c) of the Education of the Deaf Act of 1986 (20 U.S.C. 4355(c)) is
amended by striking “1993, 1994, 1995, 1996, and 1997” and inserting “1999
through 2003”. ‘
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SEC. 925. RESPONSIBILITY OF THE LIAISON.

Section 206 of the Education of the Deaf Act (20 U.S.C. 4356) is amended—
(1) in subsection (a), by striking “Not later than 30 days after the date of en-
actment of this Act, the” and inserting “The”; and
(2) in subsection (b)—
(A) in paragraph (2), by striking “and” at the end;
(B) by redesignating paragraph (3) as paragraph (4); and
(C) by inserting after paragraph (2) the following: .
“(3) serve as an ex-officio, nonvoting member of the Board of Trustees under
section 103; and”.

SEC. 926. FEDERAL ENDOWMENT PROGRAMS.

(a) FEDERAL PAYMENTS.—Section 207(b) of the Education of the Deaf Act of 1986 _
(20 U.S.C. 4357(b)) is amended—

(1) in paragraph (2) to read as follows:

“(2) Subject to the availability of appropriations, the Secretary shall make
payments to each Federal endowment fund in amounts equal to sums contrib-
uted to the fund from non-Federal sources during the fiscal year in which the
appropriations are made available (excluding transfers from other endowment
funds of the institution involved).”; and .

(2) by striking paragraph (3).

(b) WITHDRAWALS AND EXPENDITURES.—Section 207(d)(2)(C) of such Act (20 U.S.C.
4357(d)(2)(C)) is amended by striking “Beginning on October 1, 1992, the” and in-
serting “The”.

(c) AUTHORIZATION OF APPROPRIATIONS.—Section 207(h) of such Act (20 U.S.C.
4357(h)) is amended by striking “fiscal years 1993 through 1997” each place it ap-
pears and inserting “fiscal years 1999 through 2003”.

SEC. 827. SCHOLARSHIP PROGRAM.
Section 208 of the Education of the Deaf Act of 1986 (20 U.S.C. 4358) is hereby
repealed.
SEC. 928. OVERSIGHT AND EFFECT OF AGREEMENTS.
edSect.ion 209 of the Education of the Deaf Act of 1986 (20 U.S.C. 4359) is amend-

(1) in subsection (a), by striking “Committee on Education and Labor” and in-
serting “Committee on Education and the Workforce”; and
(2) by redesignating such section as section 208.
SEC. 929. INTERNATIONAL STUDENTS.

(a) ENROLLMENT.—Section 210(a) of the Education of the Deaf Act of 1986 (20
U.S.C. 4359a(a)) is amended to read as follows:

“(a) ENROLLMENT.—A qualified United States citizen seeking admission to the
University or NTID shall not be denied admission in a given year due to the enroll-
ment of international students.”.

(b) CONFORMING AMENDMENT.—Section 210 of such Act (20 U.S.C. 4359a) is
amended by redesignating such section as section 209.

SEC. 930. AUTHORIZATION OF APPROPRIATIONS.
edSect:ion 211 of the Education of the Deaf Act of 1986 (20 U.S.C. 4360) is amend-

(1) in subsection (a), by striking “such sums as may be necessary for each of
the fiscal years 1993 through 1997” and inserting “$83,480,000 for fiscal year
1999, $84,732,000 for fiscal year 2000, $86,003,000 for fiscal year 2001,
$87,293,000 for fiscal year 2002, and $88,603,000 for fiscal year 2003”;

(2) in subsection (b), by striking “such sums as may be necessary for each of
the fiscal years 1993 through 1997” and inserting “$44,791,000 for fiscal year
1999, $46,303,000 for fiscal year 2000, $50,136,000 for fiscal year 2001,
$50,818,000 for fiscal year 2002, and $46,850,000 for fiscal year 2003”; and

(3) by redesignating such section as section 210.

PART B—EXTENSION AND REVISION OF INDIAN HIGHER
EDUCATION PROGRAMS

SEC. 851. TRIBALLY CONTROLLED COLLEGES AND UNIVERSITIES.

(a) EXTENSION TO COLLEGES AND UNIVERSITIES.—The Tribally Controlled Commu-
nity College Assistance Act of 1978 (256 U.S.C. 1801 et seq.) is amended—
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(1) by striking “community college” each place it appears and inserting “col-
lege or university”;

(2) by striking “community colleges” each place it appears and inserting “col-
leges and universities”;

(3) by striking “COMMUNITY COLLEGES” in the heading of title I and in-
serting “COLLEGES AND UNIVERSITIES”;

(4) by stnking “community college’s” in section 2(b)(5) and inserting “college’s
or university’s”;

(5) by striking “the college” in sections 102(b), 113(c)(2), and 305(a) and in-
serting “the college or university”;

(6) by striking “such colleges” in sections 104(a)(2) and 111(a)(2) and inserting
“such colleges and universities”;

(7) by striking “COMMUNITY COLLEGES” in the heading of section 107 and in-
serting “COLLEGES AND UNIVERSITIES”;

(8) by striking “such college” each place it appears in sections 108(a),
113(bX(2), 113(c)(2), 302, 303, 304, and 305 and inserting “such college or univer-

¥

(9) by striking “such colleges” in section 109(b) and inserting “such college or
university”;

(10) in section 110(a)4), by striking “Tribally Controlled Community Colleges”
and inserting “tribally controlled colleges and universities”;

(11) by striking “COMMUNITY COLLEGE?” in the headlng of title ITI and in-
serting “COLLEGE AND UNIVERSITY";

(11) by striking “that college” in sections 302(b)(4) and 305(a) and inserting

“such college or university”; and

(12) by striking “other colleges” in section 302(b)(4) and insert “other colleges
and universities”.

(b) TITLE I ELIGIBLE GRANT RECIPIENTS.—Section 103 of the Tribally Controlled
Community College Assistance Act of 1978 (25 U.S.C. 1804) is amended—

(1) by striking “and” at the end of paragraph (2);

(2) by striking the penod at the end of paragraph (3) and inserting “; and”;
and

(3) by adding at the end the following .new paragraph:

‘(4) has been accredited by a nationally recognized accrediting agency or asso-
ciation determined by the Secretary of Education to be a reliable authority as
to the quality of training offered, or is, according to such an agency or associa-
tion, making reasonable progress toward such accreditation.”.

(c) ELIGIBILITY AND ACCREDITATION.—Section 106 of such Act (25 U.S.C. 1806) is
amended—

(1) in the section heading, by inserting “AND ACCREDITATION PROGRAM” after
“STUDIES”;

(2) by rede51gnat.1ng subsection (c) as subsection (d); and

(3) by inserting after subsection (b) the following new subsection:

“(¢) The Secretary of Education shall assist tribally controlled colleges and univer-
sities in the development of a national accrediting agency or association for such col-
leges and universities.”

(d) AMOUNT OF TITLE I GRANTS.—Section 108(a)2) of such Act (25 us.c.
1808(a)(2)) is amended by striking “$5,820” and inserting “$6,000”.

(e) CLERICAL AMENDMENT.—Section 109 of such Act (25 U.S.C. 1809) is amended
by redesignating subsection (d) as subsection (c).

(f) AUTHORIZATION OF APPROPRIATIONS FOR TITLE I.—Section 110 of such Act (25
U.S.C. 1810) is amended—

(1) by striking “1993” each place it appears and inserting “1999”; and

(2) in subsection (a)(2), by striking “230,000,000" and inserting “$40,000,000”.

(g) AUTHORIZATION OF APPROPRIATIONS FOR TITLES III AND IV.—Sections 306 and
403 of such Act (25 U.S.C. 1836, 1852) are each amended by striking “1993” and
inserting “1999”.

SEC. 952. REAUTHORIZATION OF PROVISIONS FROM HIGHER EDUCATION AMENDMENTS OF
1992
Title XIII of the Higher Education Amendments of 1992 (25 U.S.C. 3301 et seq.)
is amended by striking “1993” each place it appears in sections 1348, 1365, and
1371(e), and inserting “1999”.
SEC. 953. REAUTHORIZATION OF NAVAJO COMMUNITY COLLEGE ACT.

Section 5(a)(1) of the Navajo Commumty College Act (25 U.S.C. 640c-1) is amend-
ed by striking “1993” and inserting “1999”.
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TITLE X—FACULTY RETIREMENT PROVISIONS

SEC. 1001. VOLUNTARY RETIREMENT INCENTIVE PLANS, .

(a) IN GENERAL.—Section 4 of the Age Discrimination in Employment Act of 1967
(29 U.S.C. 623) is amended by adding at the end the following:

“(m) Notwithstanding subsection (%(2)(B), it shall not be a violation of subsection
(a), (b), (¢), (e), or (i) solely because a plan of an institution of higher education (as
defined in section 1201(a) of the Higher Education Act of 1965 (20 U.S.C. 1141(a)))
offers employees who are serving under a contract of unlimited tenure (or similar
arrangement providing for unlimited tenure) additional benefits upon voluntary re-
tirement that are reduced or eliminated on the basis of age, if—

“(1) such institution does not implement with respect to such employees any
age-based reduction or elimination of benefits that are not such additional bene-
fits, except as permitted by other provisions of this Act; and

“(2) with respect to each of such employees who have, as of the time the plan
is adopted, attained the minimum age and satisfied all non-age-based conditions
for receiving a benefit under the plan, such employee is not precluded on the
basis of age from having 1 opportunity lasting not less than 180-days to elect
to retire and to receive the maximum benefit that /would be available to a
younger employee if such younger employee were otherwise similarly situated
to such employee.”.

(b) CONSTRUCTION.—

(1) APPLICATION.—Nothing in the amendment made by subsection (a) shall be
construed to affect the application of section 4 of the Age Discrimination in Em-
ployment Act of 1967 (29 U.S.C. 623) with respect to—

(A) any employer other than an institution of higher education (as de-
fined in section 1201(a) of the Higher Education Act of 1965); or

(B) any plan not described in subsection (m) of section 4 of such Act (as
added by subsection (a)).

(2) RELATIONSHIP TO PROVISIONS RELATING TO VOLUNTARY EARLY RETIREMENT
INCENTIVE PLANS.—Nothing in the amendment made by subsection (a) shall be
construed to imply that a plan described in subsection (m) of section 4 of such
Act (as added by subsection (a)) may not be considered to be a plan described
in section 4(f)(2)(B)(ii) of such Act (29 U.S.C. 623(f)(2)(B)(ii)).

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—This section shall take effect on the date of enactment of
this Act.

(2) EFFECT ON CAUSES OF ACTION EXISTING BEFORE DATE OF ENACTMENT.—The
amendment made by subsection (a) shall not apply with respect to any cause
of action arising under the Age Discrimination in Employment Act of 1967 prior
to the date of enactment of this Act.

PURPOSE

The need for this legislation arises primarily from the expiration
at the end of fiscal year 1998 of the authorizations for the pro-
grams in the Higher Education Act (HEA). The principle objective
of the HEA is to expand postsecondary education opportunities,
particularly for low-income individuals, and to increase the afford-
ability of postsecondary education for moderate-income families.
The fundamental purpose of the Higher Education Amendments of
1998 is to reaffirm America’s commitment to maintaining its higher
education system as the best in the world.

The student assistance programs have increasingly become the.
dominant means by which the Federal Government pursues thé
goal of equal educational opportunity for all Americans. The fiscal
year 1998 appropriation for programs authorized by the Higher
Education Act will result in more than $48 billion being available
for student financial assistance. In addition, the tax credits and de-
ductions included in the Taxpayer Relief Act of 1997, will result in
an additional $40 billion for postsecondary education over the next
five years. In fact, the Federal student financial assistance pro-
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grams currently provide 75 percent of the available student finan-
cial assistance from all sources in the United States. Roughly one
out of every two undergraduates receive some form of Federal stu-
dent aid. This compares with about 1 in 10 who receive state aid
and 1 in 6 who receive institutional aid.
In undertaking the reauthorization of the Higher Education Act,

the Committee adopted the following guiding Yrinciples:

Making higher education more affordable; )

Simplifying the student aid system;

Stressing academic quality; and,

Improving access to a postsecondary education for all.

AFFORDABILITY

College affordability has been a central part of the discussions
surrounding the Committee’s review of the grant and loan pro-
1%rams found in the Higher Education Act. As Committee Members

ave talked to individuals across the country concerning the reau-
thorization of the Higher Education Act, the consistent question
being asked by students and parents is “wh‘y is college so expensive
and why are college prices rising so quickly?”

The Committee recognizes that in today’s technology and infor-
mation based economy, getting a high quality postsecondary edu-
cation is more important than ever. For many Americans, it is the
key to the American dream. Historically, higher education prices
have increased at.roughly the rate of inflation. However, since the
early 1980’s, college tuition has spiraled at a rate of two-to-three
times that of inflation every year. According to a report released by
the General Accounting Office (GAO), between 1980-1981 and
1994-1995, tuition at 4-year public colleges and universities in-
creased 234 percent, while median household income rose 82 per-
cent, and the consumer price index rose only 74 percent.

That is not to say that there are not affordable schools. The Com-
mittee recognizes that there are still some affordable schools and
there are college presidents who are committed to keeping costs
low. The Committee notes that there are schools that are trying
very innovative things to reduce tuition prices, and Members of the
Committee are hopeful that some of these practices can serve as
models for similar types of institutions.

To better understand what is driving these cost increases and
what could be done in order to reduce the price of a postsecondary
education, the Committee favorably reported H.R. 1511, the Cost of
College Review Act of 1997, by voice vote. This legislation was en-
acted on June 12, 1997 (P.L. 105-18) and established the National
Commission on the Cost of Higher Education. The Commission was
composed of 11 Members appointed in a bipartisan fashion. The
Commission members were selected for their expertise in higher
education finance, Federal financial aid programs, education eco-
nomics research, and public or private higher education adminis-
tration. They were assigned the task of studying the reasons for
the rapid tuition increases that have occurred over the last several
years and making specific recommendations as to how these in-
creases can be brought under control.

On January 21, 1998, the Commission issued its final report, and
on February 10, 1998, the Commission went out of existence. Rep-

ERIC 99

IToxt Provided by ERI



97

resentative McKeon (R-CA) and Representative Castle (R-DE) of-
fered an amendment to H.R. 6 that was accepted by the Commit-
tee, to include a number of the Commission’s recommendations in
the reported bill. Most important for students and parents will be
the increased availability of information with respect to college
costs and prices that the Secretary of Education will make avail-
able on a yearly basis. In addition, Title X of the bill clarifies that
colleges and universities can offer tenured faculty early retirement
bonuses. This will give tenured faculty new retirement benefits
while giving institutions more flexibility to provide instructors with
the most up to date knowledge while reducing a costly regulatory
burden on schools. It is the intent of the Committee that these cost
savings be passed directly on to students.

H.R. 6 also addresses the issue of affordability by strengthening
the Pell Grant Program, particularly for dependent and independ-
ent students who work and save for their college education. It ad-
dresses affordability by keeping the student loan programs viable
with a workable solution to the 1998 interest rate problem. It ad-
dresses affordability by continuing and improving the campus-
based aid programs that assist millions of students in financing
their college education.

SIMPLIFICATION

The Committee’s efforts at simplification are found throughout
H.R. 6. The most significant step is the creation of a Performance-
Based Organization (PBO) within the Department of Education to
manage the application and processing systems in order to promote
improved services to students, families and institutions of higher
education. The PBO provisions are taken from H.R. 2536 intro-
duced last fall by Representative McKeon (R-CA) and Representa-
tive Kildee (D-MI). It is intended that the Chief Operating Office
of the PBO and the Secretary of Education work in close coopera-
tion to provide a new level of high quality service. The Committee’s
efforts at simplification will directly benefit students by giving
them faster and easier access to the financial aid they need to pur-
sue a postsecondary education. Our efforts will improve service to
borrowers after they graduate by giving them easy access to infor-
mation on their student loans, and our efforts will benefit them as
taxpayers by reducing the cost of running our Federal financial aid
programs.

H.R. 6 takes the 1992 Amendments to the Higher Education Act
a step further in the area of simplification and directs that the
Free Application for Federal Student Aid (FAFSA) be the single ap-
plication for both loan programs. H.R. 6 also provides institutions
of higher education that perform well in their duties with relief
from certain regulatory requirements. This will serve as a great
benefit to their students, as well as an incentive to other institu-
tions to perform well.

H.R. 6 will reduce paperwork and red tape for students. Under
H.R. 6, students will be able to use one form to apply for all types
of Federal student assistance. Students will no longer have to fill
out a separate form for their FFEL loans. In addition, H.R. 6 re-
quires the Secretary to develop an electronic application for student
financial assistance. This will allow students to apply for aid from
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their home, school, or library using a computer. H.R. 6 also retains
the simplified needs test, allowing two-thirds of all Pell eligible stu-
f(_ients to avoid filling out substantial parts of the aid application
orm.

Under H.R. 6, students will no longer have to provide lenders
with a statement of financial need. This responsibility is given to
the school that the student attends. In addition, H.R. 6 simplifies
the loan deferment process. Students will no longer have to file a
form to get the in-school deferment to which they are entitled. Bor-
rowers who provide evidence of qualifying for unemployment bene-
fits will no longer have to provide additional forms to qualify for
an unemployment deferment. Finally, under H.R. 6, students will
be able to quickly check on the status of their loans over the Inter-
net.

QUALITY

Improving academic quality comes in several forms in H.R. 6.
The new teacher education program is the focal point for improving
academic quality. Part E ofp Title II replaces current teacher train-
ing programs under Title V of the Higher Education Act, with a
single, competitive grant to Governors. Activities of such grants
will focus on strengthening State teacher certification procedures to
better reflect current and future teacher’s academic knowledge of
the subjects they teach. Grants would also support the reform of
schools of education in colleges and universities to focus more at-
tention on academic content knowledge. In addition, this will pro-
vide incentives to increase the content knowledge of the academic
subject matter of current and future teachers, including training in
the use of effective technologies in the classroom. Testimony at our
hearings indicated the need for teachers to be trained in the sub-
ject areas that they are teaching. These grants will help improve
and strengthen the quality of teachers so that students have the
tools they need to achieve academically.

By strengthening the TRIO programs, which provide outreach
services to disadvantaged students, H.R. 6 will improve the aca-
demic preparedness of the students at our nation’s colleges and
universities. Students who previously would not have thought of
pursuing a postsecondary education will be encouraged to excel in
their studies, and will be better prepared for college level work. -

H.R. 6 will allow students more convenient access to a post-
secondary education through new distance learning programs. The
quality of these programs is assured by the requirement that all
such programs be accredited. Under H.R. 6, students will be able
to select classes and instructors from across the country or around
the world. This will give students the ability to take courses from
the best professors without leaving their homes. .

H.R. 6 will give students and parents quality information when
choosing a school. For the first time, Americans will have access to
current information on the cost of a particular college or university,
the average amount of financial ai({) available to students at that
institution, and how the institution is spending its money.

H.R. 6 will improve the quality of life on campus. The Campus
Crime Reporting provisions in H.R. 6 will provide students a safer
college experience. Students and their families will be given impor-
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tant information on campus crime. They will be able to use this in-
formation in choosing a school, and in making decisions to protect
their personal safety once on campus.

By strengthening the Urban Community Service program, H.R.
6 will improve the quality of life in cities across the nation. The
best and brightest from campuses across the country will be en-
couraged to work with private organizations and civic groups to
find solutions to the most pressing problems in their communities.

IMPROVING ACCESS

H.R. 6 extends and improves all of the existing funded programs
found in the Higher Education Act. Programs to support Histori-
cally Black Colleges and Universities, Hispanic-Serving Institutions
and Tribally Controlled Colleges and Universities have all been
strengthened in Titles III and V of H.R. 6. The International Edu-
cation Programs have been given a thorough review in light of the
changing global dynamics and needs of the United States with re-
spect to our international colleagues.

H.R. 6 strengthens early outreach and intervention during the
high school and middle school years. Students and their families
are frequently not well informed about the availability of financial
assistance, the range of postsecondary educational options and the
appropriate high school programs that lead to postsecondary edu-
cation. H.R. 6 improves early outreach and intervention efforts by
strengthening the TRIO programs and expanding the role of the
States under the State Student Incentive Grant Program.

H.R. 6 improves access to a quality postsecondary education by
allowing students, especially those in rural or remote areas, to take
classes using new distance learning technologies. H.R. 6 creates a
new distance learning demonstration program, under which the
Secretary will be allowed to waive regulations that have been a
barrier to the use of new technologies in the past. Under H.R. 6,
students will be able to take courses from home over the Internet
or through the use of emerging communications technology.

H.R. 6 also addresses the reauthorization of the Education of the
Deaf Act.

COMMITTEE ACTION

In October 1996, organizations, associations and governmental
bodies were invited to submit to the Subcommittee on Postsecond-
ary Education, Training and Life-Long Learning their legislative
recommendations for the reauthorization of the Higher Education
Act. The Subcommittee received recommendations from more than
70 respondents, both from those who were invited to submit rec-
ommendations as well as from those who learned of the invitation
and submitted recommendations. Some of those submitting rec-
ommendations to the Subcommittee were: Accrediting Commission
of Career Schools and Colleges of Technology; Alcorn State Univer-
sity; American Association of Colleges for Teacher Education;
American Association of Colleges of Nursing; American Association
of Collegiate Registrars and Admissions Officers; American Asso-
ciation of Community Colleges; American Association of Cosmetol-
ogy Schools; American Association of Dental Schools; American As-
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sociation of State Colleges and Universities; American Council on
Education; American Psychological Association; American Voca-
tional Association Associated Western Universities Incorporated;
Association of American Universities; Association of Catholic Col-
leges and Universities; Association of Community College Trustees;
Association of Jesuit Colleges and Universities; Association of Pro-
prietary Colleges; California Community Colleges Student Finan-
cial Aid Administrators Association; California State University;
California State University-Northridge; California Student Aid
Commission; Coalition of Higher Education Assistance Organiza-
tions; Commonwealth of Kentucky; Commonwealth of Pennsyl-
vania; Council for Advancement and Support of Education; Council
for Higher Education Accreditation; Council of Graduate Schools;
Council of Independent Colleges; Council of Recognized National
Accrediting Agencies; Consumer Bankers Association; Devry, Inc.;
Education Finance Council; Education Management Corporation;
Graduate Professional Council; Hispanic Association of Colleges
and Universities; Hispanic Education Coalition; Illinois Eastern
Community Colleges; Independent Colleges and Universities; Inter
American University of . Puerto Rico System; National Alumni
Forum; National Association for College Admission Counseling; Na-
tional Association of College and University Business Officers; Na-
tional Association of Developmental Education; National Associa-
tion of Graduate-Professional Students; National Association of
Independent Colleges and Universities; National Association of Mi-
grant Education; National Association of State Universities and
Land-Grant Colleges; National Association of Student Financial
Aid Administrators; National Education Association; National
HEP-CAMP Association; National Collegiate Athletic Association;
National Consumer Law Center; National Council of Educational
Opportunity Associations; National Council of Higher Education
Loan Programs; National Student Employment Association; New
York State Higher Education Services Corporation; Sallie Mae;
State Higher Education Executive Officers; Student Loan Servicing
Alliance; Teachers of English to Speakers of Other Languages;
Texas Guaranteed Student Loan Corporation; The California Coali-
tion; U.S. Public Interest Research Group; United Negro College
Fund; United State Catholic Conference; United States Student As-
sociation; University Continuing Education Association; University
of California; University of Missouri-Columbia.

HEARINGS

The Subcommittee on Postsecondary Education, Training and
Life-Long Learning held hearings both in and outside of Washing-
ton to review and make determinations on revising the Higher
Education Act. This review included, but was not limited to, grant
programs, loan programs, institutional programs, integrity and ac-
countability issues, and the overall role of the Federal Government
in the area of higher education. Most importantly, the Subcommit-
tee held these hearings to gather extensive information with re-
spect to federal higher education policy and insight into the rising
costs of higher education from those closest to the problems—local
college presidents, students, and parents.
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In addition, hearings were held on teacher preparation, the Edu-
cation of the Deaf Act, and early retirement incentives. Specifically,
the Subcommittee on Postsecondary Education, Training, and Life-
Long Learning held a hearing on July 15, 1997 that focused on
Title V of the Higher Education Act and the Education of the Deaf
Act. At this hearing Members heard views relating to teacher prep-
" aration from teachers, higher education institutions, and the Ad-
ministration and examined ways of improving upon the provisions
the Education of the Deaf Act.

Another hearing was held on February 24, 1998 by the Sub-
committee on Early Childhood, Youth, and Families that examined
issues surrounding teacher preparation such as classroom reduc-
tion initiatives; teacher shortages; accreditation of schools of edu-
cation; certification and licensure of teachers; alternative certifi-
cation programs; and various State 1n1t1at1ves to improve teacher
quality and improve education.

The Subcommittee on Employer-Employee Relations held a hear-
ing on May 22, 1997 on early retirement in higher education to ex-
amine the ﬂex1b1hty under federal law to allow institutions of high-
er education to develop early retirement incentives that meet both
institutional needs and the needs of tenured faculty members.

A total of 24 hearings (including those listed above) were held,
including 11 field hearings outside of Washington. 187 witnesses
testified at the hearings representing a broad cross section of ex-
perts and professionals as well as the consumers of education—par-
ents and students. In fact, a total of 15 students testified at the
hearings. Witnesses representing the Administration, including
Secretary of Education Richard Riley also appeared before the Sub- .
committee. A list of all of the hearings follows:

Field hearings

The witnesses at the field hearings were invited. to share their
ideas, concerns and insights into higher education policy and pro-
grams contained in the Higher Education Act—those that work and
those that do not work for students, families, and institutions. The
witnesses were also asked .to give their perspective on the current
affordability of a postsecondary education. _

1. January 28, 1997, York, Pennsylvania, Pennsylvania State
University (York Campus)

2.-January 30, 1997, Northndge California, California State Uni-
versity

3. March 25, 1997, Holy Famlly College (Newton Campus)

4. April 1, 1997 Oshkosh Wisconsin, University of Wisconsin

5. April 3, 1997, South Bend, Indiana, University of Notre Dame

6. April 21, 1997, Flint, Michigan, Mott Community College

7. April 21, 1997, Rochester, Michigan, Oakland University

8. April 22, 1997, Fort Wayne, Indiana, Indiana-Purdue Univer-
sity Fort Wayne

9. May 2, 1997, Clemson, South Carolina, Clemson University,
Strom Thurmond Institute

10. May 5, 1997, Gainesville, Georgia, Brenau University,
Thrumond-McRae Lecture Hall

11. May 19, 1997, Mahwah, New Jersey, Ramapo College
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Washington, D.C. hearings :

1. April 23, 1997, The Rising Cost of College Education

2. May 22, 1997, Subcommittee on Employer-Employee Rela-
tions—Early Retirement Incentives in Higher Education

3. June 5, 1997, Student Financial Aid—the Foundation Pro-
grams; Pell Grants and Campus-Based Programs

4. June 17, 1997, TRIO, International Education, Graduate Edu-
cation, Indian Education, and HEP/CAMP

5. June 19, 1997, Secretary of Education Richard Riley—the Ad- -
ministration’s Views on the Authorization of the Higher Education
Act

6. June 26, 1997, Title III and Urban and Community Service
Programs _ _

7. July 15, 1997, Education of the Deaf Act and Title V of the
Higher Education Act—Teacher Training

8. July 17, 1997, Campus Crime and Regulatory Reform

9. July 22, 1997, Title IV—Student Loan Programs

10. July 29, 1997, System Modernization Efforts at the Depart-
ment of Education and Accreditation

11. September 18, 1997, Shutdown of the Consolidation Loan
Process in the William D. Ford Direct Student Loan Program

12. February 24, 1998, Subcommittee on Early Childhood, Youth
and Families on Teacher Preparation and the Impact of Classroom
Size Reduction '

13. March 5, 1998, Issues in the Student Loan Programs Relat-
ing to the Scheduled July 1, 1998, Interest Rate Change '

On January 7, 1997, Representatives McKeon (R-CA), Goodling
(R-PA), Clay (D-MO), and Kildee (D-MI) introduced H.R. 6, the
Higher Education Amendments of 1998. On the basis of the hear-
ings, bills referred to the Subcommittee, the recommendations of
the Administration and the recommendations of the higher edu-
cation and lending communities, a draft legislative print was pre-
pared. The Subcommittee on Postsecondary Education, Training
and Life-Long Learning considered this print as an Amendment in
the Nature of a Substitute to H.R. 6 in legislative session on March
4, 1998 during which no amendments were accepted. H.R. 6 was
ordered reported to the Full Committee on Education and the
Workforce on March 4,1998 by voice vote.

H.R. 6 was considered by the Committee on Education and the
Workforce in legislative session on March 18 and 19, 1998, at
which 34 amendments were considered. On March 19, 1998, the
Committee on Education and the Workforce, with a majority of the
Committee present, reported H.R. 6, to the House with amend-
ments, by a vote of 38-3. The explanatory language in this report,
inclu((iiing the section-by-section analysis, relates to the bill as re-
ported.

SUMMARY

H.R. 6 amends the Higher Education Act of 1965 and has the fol-
lowing Titles: Title I—General Provisions; Title II—Postsecondary
Education Improvement Programs; Title III—Strengthening Insti-
tutions; Title IV—Student Assistance; Title V—Developing Institu-
tions; Title VI—International and Graduate Education Programs;
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Title VII—Construction, Reconstruction, and Renovation of Aca-
demic Facilities; -Title VIII—Additional Provisions; Title IX—
Amendments to Other Laws; and Title X—Faculty Retirement Pro-
visions. A summary of the specific provisions in these Titles is in-
cluded in the Background and Committee Views section of this re-
port.

BACKGROUND AND COMMITTEE VIEWS
TITLE I—GENERAL PROVISIONS

H.R. 6 repeals the current unfunded programs in Title I, Parts
A, B, C. The repealed programs include School, College and Univer-
sity Partnerships; Articulation Agreements; and Access and Equity
to Education for all Americans through Telecommunications. Title
I is now General provisions and includes as Part A, Extension and
Revision of General Provisions and Part B, Administrative Provi-
sions for Delivery of Student Financial Assistance.

Part A, extension and revision of general provisions

The new Part A of Title I incorporates the general provisions ap-
plicable to the Higher Education Act previously located in Title XII.
In relocating these provisions, the Committee felt strongly that the
definition of “institution of higher education” needed to be located
in one place rather than two as is currently the situation. The defi-
nition of “institution of higher education” found in Title I incor-
porates the provisions found in Title XII with provisions found in
Section 481 of Title IV. Although the combining of the definitions
does not result in substantive changes to eligibility, it does reflect
the Committee’s view that all sectors of higher education are part-
ners in our Nation’s continuing efforts to enhance the productivity
of our workforce and enrich the lives of our citizens.

One specific change to the definition of proprietary institution of
higher education is designed to clarify what is commonly known as
the 85-15 rule. This rule was adopted during consideration of the
1992 Amendments to the Higher Education Act. The purpose of the
amendment was to require proprietary institutions of higher edu-
cation to obtain at least 15% of their revenues from sources other
than Title IV funds. This language has been the subject of much
debate and litigation based on the Department of Education’s inter-
pretation of the intent of the language It is the view of the Com-
mittee that the ability to compete in the market for government
and industry training contracts is a clear indicator of the edu-
cational value of an institution’s program. In the definition of pro-
prietary institution of higher education, the Committee clearly
states our intent that revenue from educational programs offered
by proprietary institutions, regardless of the program’s eligibility
" under title IV, are to be included in the institution’s revenues for
purposes of the 85-15 rule so long as those programs are provided
on a contractual basis under a government training program or
under a specialized training request from business and industry.
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Part B, performance-based organization for the delivery of Federal
student financial assistance

Part B of Title I includes the language of H.R. 2536, the 21st
Century Student Financial Aid System Improvement Act of 1997,
which was introduced by Representative McKeon (R-CA) and Rep-
resentative Kildee (D-MI) on September 24, 1997. This provision
instructs the Department of Education to create a performance-
based orﬁanization (PBO) within the Department for the delivery
of federal student financial assistance. The PBO will be responsible
for all aspects of managing the data and information systems that
support tge student financial assistance programs. A Chief Operat-
ing Officer having demonstrated management ability and expertise
in information technology and financial services is to be hired to
manage the PBO. :

The purposes of the PBO are to: improve the level of service to
program participants; reduce the costs of administering the pro-
grams; increase accountability; provide greater flexibility in the
management of the operational functions; and integrate the infor-
mation systems supporting federal student assistance programs.

The Committee recognized the need to make crucial changes to
the student financial aid system in order to make it more simple,
modern and efficient for the 21st Century. The need for this provi-
sion arises from the inability of the Department of Education to
adequately manage over $40 billion in student financial aid. For in-
stance, under the current system, the Department has made very
limited pro%fess in integrating the National Student Loan Data

.System (NSLDS) with its other data systems that support the de-
livery of federal student aid despite legislative mandates in the last
two authorizations of the Higher Education Act. Also, the Depart-
ment’s budget for student ai§ information systems has tripled over
the last 5 years and instead of consolidating its existing data sys-
tems, the Department has increased the number of system con-
tracts that cannot share data with each other. And in 1998 alone
the Department is expected to spend over $300 million on systems
contracts to deliver student aid. Yet despite these significant ex-
penditures, the current system requires dozens of paper forms and
suffers from needless processing delays and breakdowns.

The Committee firmly believes that a customer-based, Perform-
ance-Based Organization within the Department, operated by an
experienced Chief Operating Officer can take the necessary steps
to properly reengineer the current systems and contracts. This is
also in concurrence with the recommendations of the Department’s
own Inspector General and the independent Advisory Committee
on Student Financial Assistance who goth have advocated the PBO
approach. The Committee also believes the creation of a PBO will
result in a more efficient, effective, less expensive and less bureau-
cratic financial aid delivery system. The end result should be a sys-
tem that is easy for students and parents to use and one that en- .
sures that students have the information they need to select the
education that is best for them—all while ensuring that taxpayer
funds are being used efficiently and effectively.

A new Section 112 of the legislation, added by the McKeon-Cas-
tle amendment, directs the Secretary to review on a biennial basis
all regulations that apply to the operations or activities of any par-
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ticipant in programs authorized under Title IV of the Higher Edu-
cation Act, and where possible repeal, consolidate, simplify, or mod-
ify them if they are no longer in the public interest. This section
also requires the Secretary to report to Congress any legislative
changes necessary to permit further regulatory simplification.

One of the “cost-drivers” identified by the College Cost Commis-
sion was regulatory compliance. During the Committee’s January
28, 1997, hearing in York, PA, the Committee was concerned to
learn from one of its witnesses, Ms. Deborah Dunn, Executive Vice
President of Yorktowne Business Institute, that between August
1992 and September 1993, the Department of Education issued 171
“Dear Colleague” letters changing the Title IV regulations or advis-
ing on new interpretations of the regulations. In addition, the De-
partment’s regulations include 38 different definitions of “student”,
152 different reporting requirements, and 237 different definitions
of “compliance.” The Committee is committed to ensuring the integ-
rity of the Federal financial aid programs. However, it is not the
intent of the Committee to unduly burden participants in the Fed-
eral student aid programs with regulations that are redundant, out
of date, or difficult to comply with or understand.

TITLE II—POSTSECONDARY EDUCATION IMPROVEMENT PROGRAMS

Title II of the Higher Education Act contained the Higher Edu-
cation Library Programs prior to enactment of P.L. 104-208 which
established the Institute of Museum and Library Services and re-
pealed all of Title II. H.R. 6 transfers several existing programs to
Title II. The Urban Community Service Program is transferred
from Part A of Title XI and is now Part A of Title II. This program
provides incentives to urban institutions (including academic, pri-
vate and civic bodies) to work together to devise and implement so-
lutions to the most pressing and severe problems in their commu-
nities. Applied research, technical assistance, improvement and
provision of services, training and data collection and analysis are
examples of activities that can be supported under this part. This
program has become very popular among urban institutions and
other institutions have asked that the information developed as a
result of this program be 'shared with those who may wish to con-
duct similar programs on their own. H.R. 6 specifically directs that
this information be made available to any interested institution.

Part B of title II reflects the transfer of the Fund for the Im-
provement of Postsecondary Education from Part A of title X. The
special projects that may be funded under the program have been
expanded to include projects dealing with articulation agreements
among institutions and international cooperation and student ex-
change among institutions. There are authorized to be appropriated
$30,000,000 for fiscal year 1999 and such sums for the four suc-
ceeding fiscal years.

In addition, the McKeon-Castle amendment strengthened our
role in keeping college affordable by enhancing national support for
innovative projects. Specifically, this amendment added innovative
projects addressing issues of productivity, efficiency, quality im-
provement, and cost control at postsecondary institutions as one of
the special projects that can be funded by FIPSE.
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The Committee notes that one such initiative that the Commis-
sion found promising was maximizing the opportunity for cost sav-
ings through joint campus purchase of goods and services and joint
use of facilities. The Committee believes these opportunities should
be pursued through various types of partnerships. For example, the
Committee is aware of innovative cost-containment efforts initiated
by the Southeastern Pennsylvania Consortium for Higher Edu-
cation (SEPCHE), a coalition of eight small colleges in the greater
Philadelphia area. This initiative, geared to enhancing the quality,
efficiency and cost effectiveness of academic programming, student
access, faculty development, institutional operations and commu-
nity and educational outreach through resource sharing, collective
purchasing, joint planning and technological linkage, might well
serve as a model for price control for other small colleges and uni-
versities. The Committee strongly endorses the pioneering work of
consortia such as SEPCHE and encourages it and others like it to
make the results of their efforts available to other small to mid-size
institutions of higher learning.

Part C of Title II reflects the transfer of Grants to States for
Workplace and Community Transition Training for Incarcerated
Youth Offenders from Part E of Title X. The program is authorized
to be appropriated at $5,000,000 for fiscal year 1999 and such sums
for the four succeeding fiscal years.

Part D of Title II reflects the transfer of the Advanced Placement
Fee Payment Program from Part G of title XV of the Higher Edu-
cation Amendments of 1992. The program is authorized to be ap-
propriated at $3,600,000 for fiscal year 1999 and such sums for the
four succeeding fiscal years.

Part E of Title II replaces current teacher training programs
under Title V of the Higher Education Act, with a single, competi-
tive grant to Governors. Activities of such grants will focus on
strengthening State teacher certification procedures to better re-
flect current and future teacher’s academic knowledge of the sub-
Jjects they teach. Grants would also support the reform of schools
of education in colleges and universities to focus more attention on
academic content knowledge. In addition, this will provide incen-
tives to increase the content knowledge of the academic subject
matter of current and future teachers, including training in the use
of effective technologies in the classroom.

As part of the 1992 reauthorization of the Higher Education Act,
numerous programs were established to address a variety of issues
related to teacher recruitment, retention and development. When
coupled with the programs that already existed under Title V,
there were 17 separate programs, each with their own require-
ments, standards and authorization. As the Committee began its
work in 1997 to reauthorize the Higher Education Act, there was
a growing consensus to replace these programs, which have gone
largely unfunded, with a more targete(f source of funding to assist
States and localities in addressing their needs in this area. This ef-
fort led to the establishment of the Teacher Quality Enhancement
Grants.

In developing these grants, the Committee gathered a significant
amount of information through hearings. Through these hearings,
several major issues emerged related to teacher preparation. Spe-
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cifically, despite continued reports of an impending “shortage of
teachers,” the Committee found a far greater need to address prob-
lems with respect to the quality of teachers and of teacher prepara-
tion programs in this nation. Other issues identified during these
hearings included insight into the area of alternative routes to
teacher certification as a means to increase the pool of qualified
teachers; the growing concern regarding the inadequacy of many
State teacher licensure requirements which often lack a focus on
academic knowledge; and the need to focus teacher professional de-
velopment on academic content knowledge.

A number of legislative initiatives introduced by several- Mem-
bers of this Committee were also important in the development of
this proposal. Those include: H.R. 2288, the Teaching Excellence
for All Children Act of 1997 introduced by Representative Miller
(D-CA); H.R. 3440, Alternative Routes to Teacher Certification Act
of 1998 introduced by Representative Roemer (D-IN); H.R. 2698,
America’s Teacher Preparation Improvement Act introduced by
Representative McCarthy (D-NY); H.R. 2852, the Clinton Adminis-
tration’s proposal introduced by Representative Kildee (D-MI); H.R.
3085, the Partnership for Professional Renewal Act of 1997 intro-
.duced by Representative Woolsey (D-CA); and H.R. 2495, Higher
Education for the Twenty-First Century Act introduced by Rep-
resentative Hinojosa (D-TX).

Unlike the prior array of teacher preparation programs under
the former Title V, the Committee established a single program in-
corporating many of the issues addressed above. An important ele-
ment of the Teacher Quality Enhancement Grants is providing
States with the ability to competitively seek funds for initiatives
which address the areas that they feel are most important within
their own boundaries. ) .

Specific activities supported under the Teacher Quality Enhance-
ment Grants include strengthening State teacher certification pro-
cedures to better reflect current and future teacher academic
knowledge of the subjects they teach, and reforming schools of edu-
cation to better prepare teachers with academic content knowledge.
In addition, initiatives would be funded which increase the content
knowledge of the academic subject matter of current and future
teachers, including training in the use of effective technologies in
the classroom. States would be given priority in their funding ap-
plication for these activities.

As a part of the Committee’s efforts to increase teacher content
knowledge (for both current and future teachers), the Governor
could also fund projects such as partnerships between public and
private higher education institutions, local educational agencies,
and private and parochial schools. Governors could also fund other
activities related to expansion of State programs for alternative
routes to certification and’ initiatives to expeditiously remove in-
competent or unqualified teachers.

In short, while these grants provide significant flexibility to
States in addressing issues related to teacher preparation, the
Committee made an effort to ensure that the major focus be on im-
proving overall teacher quality in this nation. During the hearings
on teacher preparation, the Committee heard from many witnesses
who provided a compelling case that the focus of efforts in this area
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should be on the quality of teachers over that of expanding the
quantity of teachers. One witness, C. Emily Feistritzer, Director,
National Center for Educational Information, put into perspective
recent projections from the Department of Education which claim
that 2 million new teachers will be needed over the next decade as
a result of growing enrollments and the aging of the current teach-
ing workforce. Mrs. Feistritzer noted:

“When most people hear that we’ll need 200,000 new
teachers every year for the next decade, [2 million in total]
they think it means brand new teachers—people who have
never taught before. Well, that is not what it
means. * * * According to the National Center for Edu-
cation Statistics Schools and Staffing Survey, 5.8 percent
of the total teacher workforce of 2.39 million were “newly
hired” in 1993-94 (the latest year for which these data are
available). Of these 139,000 “newly hired” teachers, fewer
.than half (42 percent) were “newly minted” teachers, that
is, teachers who had just finished a college program and
had never taught before. Nearly one-fourth (24 percent) of
them were “delayed entrants” * * * The remaining third
of “new” teachers were actually former teachers coming
back into the profession. These statistics are terribly im-
portant. The bottom line is the nation is hiring—and is
projected to need to hire—approximately 45,000 newly
minted teachers per year. That is a far cry from 200,000/
She also notes “only about a third of fully qualified teach-
ers who graduate from the nation’s 1200 or so colleges that
train teachers in any given year are actually teaching the
following year.”

If there is truly a demand for 45,000 teachers each year, the
question becomes “how many prospective teachers are graduating
from our colleges and universities annually?” Mrs. Feistritzer, also
provided insight into this question:

“According to the National Center for Education Statis-
tics, Integrated Postsecondary Education Data System -
(IPEDS), 106,079 bachelor’s degrees in education were con-
ferred in 1994-95, the latest year for which NCES has
published data. In addition, 101,242 Master’s degrees in
education and 6,905 doctorates in education were con-
ferred. Every year in this decade, colleges and universities
have been awarding more than 100,000 bachelor’s degrees
in education alone. The education field is second only to
business in number of degrees conferred”. She also notes
“only” about a third of fully qualified teachers who grad-
uate from the nation’s 1200 or so colleges that train teach-
ers in any given year are actually teaching the following
year.”

These statistics explain why, according to Census data, there are
more than 6 million individuals holding at least a Bachelors Degree
in education, representing 16.2% of all degrees held by individuals.
In short, the Committee found that too few graduates of teacher
preparation programs go into teaching and too few stay in the
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teaching profession. In fact, our colleges and universities are
churning out more teachers annually than there are jobs. Based on
current trends, we can only meet the future demand for teachers
by encouraging more graduates of teacher preparation programs,
including those who have chosen another profession to commit to
the teaching profession, and by encouraging more college students
to go into teacher preparation programs.

There is evidence to suggest that there is a problem with respect
to the quality of many teachers. A recent report by the National
Center for Education Statistics found that 36 percent of those now
teaching core subjects, such as math and science neither majored
nor minored in those subjects. '

During hearings on teacher preparation, the Committee heard
from numerous witnesses on the need to focus on quality. Some of
the examples of the current situation were especially enlightening.
Professor Ballou, Associate Professor of Economics at the Univer-
sity of Massachusetts, provided one such example from the
Connetquot District in Long Island, NY, which recently had 758
applicants for 35 teaching spots. Mr. Ballou noted, “As a screening
device, district officials required applicants to answer at least 40
out of 50 multiple-choice reading comprehension questions from old
regents exams given to high school juniors. Of the 758 applicants,
all of whom had baccalaureate degrees and teaching certificates,
only 202 met this 11th grade standard.”

The problem of qualified teachers is most critical in poor, urban
and rural schools. While a variety of factors have been attributed
to this problem; the most common are the lack of competitive sala-
ries and the attractive working conditions available in the sur-
rounding suburbs. A recent education report also noted that out-

- dated and cumbersome hiring procedures compound the problem

facing these schools and that principals in large urban bureauc-
racies have less control over hiring teachers than those in non-
urban areas. ' '

With respect to the teacher quality in poor urban. and rural
schools, Kati Haycock, Director of the Education Trust, made the
following observation during a Committee hearing: o

As bleak as the overall situation is, the picture for low-
income students and minority students is even bleaker.
The least well-qualified teachers are most likely to be:
found in the high poverty schools, and predominately mi-
nority schools. Whereas only 8% of the public school teach-
ers in low-poverty schools taught without a minor in their
main teaching assignment, fully a third of the teachers in
high poverty school were teaching without a minor in their
main assignment field. Nearly 70% taught without a minor
in their secondary assignment field. About one-third of the
English classes in high poverty secondary schools are
taught by an individual without either a college major or
minor in English. In fact, students in schools with the
highest minority enrollment have less than a 50% chance
of having a science or math teacher who holds both a li-
cense and a degree in the field that he or she is teaching.
It is ludicrous to expect these children to achieve at higher
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levels when we provide them with teachers who do not
know their subject areas.

H.R. 6 also addresses this problem by providing loan forgiveness
to teachers who teach in high poverty elementary and secondary
schools. An amendment offered by Representative Graham (R-SC)
and Representative Kildee (D-MI) was accepted that allows teach-
ers to have their student loan forgiven if they teach for three aca-
demic years in a high poverty school. The Committee hopes this
provision will help retain quality teachers in these schools and re-
duce teacher shortages in these areas.

Although there is-a debate with respect to the relative impact a
“qualified” teacher has upon student success, common sense tells
us that students do better if their teachers are knowledgeable in
the subjects they teach—“you can’t teach what you dont know.”
Professor William Sanders of the University of Tennessee, who has
studied the impact of teacher qualification on student achievement
made the following conclusion: “What we’ve ‘consistently found,
starting back in the 80’s, is that when compared to class size or the
ethnicity of the student, or whether they are on free or reduced
price lunch, all of these things pale in comparison to the effective-
ness of the individual classroom teacher.” Other researchers, in-
cluding Dr. Ronald F. Ferguson, at Harvard, found that teacher
qualifications are the single most important determinant of student
test scores, having four times more impact on test scores than class
size. '

In response to these findings, the Committee has focused the
Teacher Quality Enhancement Grants on addressing issues of qual-
ity, while providing States flexibility in implementing such initia-
tives. : '

Specifically, these grants will support efforts in States like Penn-
sylvania, which is working to' increase the quality of teachers
through a variety of approaches. This includes setting more chal-
lenging admissions standards for schools of education; implement-
ing rigorous academic and curricular standards in teacher-training
programs; setting higher qualifying examination scores for teacher
certification; and expanding alternative routes to teacher certifi-
cation. .

As part of this focus on quality, another major focus of these
grants is to encourage States to hold teacher preparation institu-
tions more accountable for preparing quality teachers. The need to
improve teacher preparation programs in colleges of education has
received significant attention recently. There is growing consensus
that these institutions have moved away from focusing on “what to
teach” and instead focus too much on “how to teach.” :

Responding to proposals to -send funds to schools of education in
hopes of their improvement, E.D. Hirsch, Jr., President, Core
Knowledge Foundation, stated, :

It would be unwise to spend any taxpayer money that
finds its way into schools of education. Schools of edu-
cation, are currently the origins of our problems, not their
solution. Still, more generally, it is undesirable to channel
money to administrative entities that are populated by
education postgraduates or ex-professors of education, all
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of whom tend to share a self-defeating emphasis on process
rather than on knowledge. Unfortunately, this caveat ap-
plies to most state departments of education, to most ac-
crediting organizations like NCATE, and to many grant-
giving organizations like the education division of the Na-
tional Science Foundation.”

As criticism of these institutions continues to escalate, current
solutions to improve these schools of education have not yet
achieved widespread support. In particular, efforts by the National
Council for Accreditation of Teacher Education (NCATE) to accredit
these schools has been met with resistance by those who claim that
such accreditation has little or no impact on teacher quality.

During the Committee’s February 24, 1998 hearing, Eugene W.
Hickok, Pennsylvania Secretary of Education also commented on
NCATE. He testified: .

The National Council for Accreditation of Teacher Edu-
cation (NCATE) program approval process is extremely
labor intensive and very expensive for the schools that
seek the Council’s accreditation. It places far less emphasis
on the rigorous academic quality measures that will be re-
quired under Pennsylvania’s initiative. Our experience in
Pennsylvania has been that NCATE-approved schools
over-emphasize education methods courses at the expense
of content-area studies vital for teachers’ future success
and professional stature. ‘

‘Clearly, there is not sufficient evidence to support any particular
initiative to improve schools of education. It is for this reason that
under the Teacher Quality Enhancement Grants, Governors, (with
certain exceptions with respect to State laws and State Constitu-
tions), are provided the -opportunity to receive grants to assist in
their efforts to improve their schools of education. Specifically, the
bill includes a priority for the receipt of funds to those Governors
implementing reforms which hold institutions of higher education
with teacher preparation programs accountable for preparing
teachers who are highly competent in the academic content ‘areas
in which they plan to teach. Under the bill, these initiatives may
also be undertaken through Partnerships described below.

A significant provision included under these grants is a strict ac-
countability measure for any institution of higher education pre-
paring teachers within States receiving funds. Specifically, in order
to receive funds a State must demonstrate that 80 percent of grad-
uates of each of the exemplary institutions of higher education in
any Partnership who enter the field of teaching pass all applicable
State qualification assessments of new teachers. Such assessments
must include an assessment of each prospective teacher’s subject
matter knowledge in the content area or areas in which the teacher
provides instruction. A higher standard is set prior to subsequent
funds going to the State, in that all institutions of higher education
with teacher preparation programs must demonstrate a 70 percent
threshold. To ensure that States do not simply make their test less
difficult in order to allow more graduates to pass, the language also
requires states to use an assessment “at least as rigorous as those
in place on the date of enactment of this Act.”
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In response to the significant evidence showing a general lack of
academic knowledge of teachers in the subject areas in which they
teach, the Teacher Quality Enhancement Grants also promote
State initiatives to reform State teacher certification requirements.
Specifically, these reforms are intended to ensure that current and
future teachers possess the necessary academic content knowledge
in tlﬁe subject areas in which they are certified and assigned to
teach. '

The Committee also notes the limits of initiatives to implement
a National teacher certification. One initiative currently being un-
dertaken by the National Board for Professional Teaching Stand-
ards has failed to generate the systemic change in quality origi-
nally envisioned, despite nearly $60 million in Federal expendi-
tures over seven years.

Eugene Hickok, Secretary of Education in Pennsylvania illus-
trated this fact during a recent Committee hearing. He testified
that “with only two of the 13 Master Teacher standards established
by the National Board to evaluate Master Teachers, I am not con-
vinced that this distinction rivals the rigorous content preparation
that will be required for all teachers under Pennsylvania’s proposal
* * * While we watch the National Board with interest, we per-
ceive its emphasis, like NCATE, to be too weighted in the tradi-
tional School of Education mind set of methodological training.”

The 1992 Committee report on the reauthorization of the Higher
Education Act provided the first authorization for the National
Board. Although at the time, funding was intended to be “seed”
money and funds were to be matched by the Board by 100%, this
appears to no longer be the case, as efforts to increase the reliance

* on Federal funding expands. H.R. 6 includes a prohibition of Fed-
eral funds to be spent on this Board. :

Another important focus of the Teacher Quality Enhancement
Grants is to encourage the use and expansion of high quality pro-
grams which provide alternative routes to teaching for individuals
such as paraprofessionals, former military personnel, and. mid-ca-
reer professionals. These r(a)f‘rams provide opportunities for a wide
variety of qualified indivigu s to enter the teaching profession.

According to C. Emily. Feistritzer, Director, National Center for
Educational Information, “Despite the growing interest in alter-
native routes for certifying teachers, most states’ programs are
underutilized, due primarily to opposition from state officials and
colleges within the state that control teacher education and certifi-
cation.” This, despite the fact that these programs have provided
a viable pathway for many minorities into the nation’s teaching
force. Mrs. Feistritzer also notes that, “Nationally, nine percent of
public school teachers are minorities. This compares with about a
third of teachers coming through alternative routes who are mi-
norities.” Evidence also suggests that expanded use of these pro-
grams could help meet the demand for teachers in inner cities, es-
pecially in bilingual education, special education, mathematics and
science.

A major goal of this Committee has been to ensure that Feder-
ally funded programs are built upon a system of accountability.
Therefore, the Teacher Quality Enhancement Grants have strong
reporting and accountability requirements. Governors receiving
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these funds must annually report to the Secretary of Education and
to the Congress how they have met the followmg criteria in order
to continue receiving these grants:

Raising the State academic standards required to teach;

Increasing the percentage of classes taught in core academic
subjects areas by teachers fully certified by the State to teach
in those subject areas;

Decreasing the shortage of qualified teachers in poor urban
and rural areas; and,

Increasing opportumtles for enhanced and ongoing profes-
sional development that improves the academic content knowl-
edge of teachers in the subject areas in which they are certified
to teach or in which they are working toward certification.

The Committee believes that these accountability measures will
ensure that these grants provide incentives to States to improve
the quality of teacher preparation by focusing on the academic con-
tent area teachers must know in order to be certified to teach.
Based on the evidence that the Committee has heard through ex-
perts testifying at our hearings, the Committee believes that im-
proving the quality of our nations teaching force should be a prior-
ity.

H.R. 6 also holds teachers accountable to parents by requiring
that local educational agencies who received funds under this pro-
gram through a partnership make available to parents the quali-
fications of their student’s classroom teacher. Specifically, parents
must be informed, upon request, about the qualifications of their
child’s teacher both generally and with regard to the subject matter
in which the teacher is providing instruction. The Committee be-
lieves this is another tool for parents to determine whether teach-
ers are qualified to teach the subject matter their child is studying.
Similar language was included in Chairman Goodling’s Reading
Excellence Act that passed the House unanimously:

Finally, H.R. 6 has specific prohibitions to ensure that nothing
in this part shall be construed to permit, allow, encourage or au-
thorize any Federal control over any aspect of private, religious or
home schools. In addition, H.R. 6 does not bar such schools from
participation in programs or services provided by these grants.
Also, H.R 6 ensures that nothing in this part permits, allows, en-
courages, or authorizes any national system of teacher certification.

The Committee is adamant in its position that State and local
communities must determine the qualifications of their teachers
and must, in the end, be the ones who hold their teachers account-
able. These Teacher Quality Enhancement Grants are only an in-
centive to help States boost their own State standards for teachers
and help improve the quality of teachers graduatlng from colleges
of education in their States.

TITLE III—INSTITUTIONAL AID

Title III of the Higher Education Act provides assistance to His-
torically Black Colleges and Universities (HBCUs) and other insti-
tutions of higher education that enroll large numbers of minority
students and students from low-income backgrounds. To be eligible
for funds under Title III, institutions must have low educational
and general expenditures as compared to other similar institutions.
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H.R. 6 makes significant changes to Title III, designed to expand
the authorized activities to reflect the increased use of technology
and new communication technologies in providing a quality higher
education. In addition, schools which receive Title III grants may
use up to 20% of those grants for establishing and/or improving
their endowment funds in order to promote increased self-suffi-
ciency on the part of these institutions. Provisions formerly in-
cluded in Title III that related to Hispanic-Serving Institutions
have been relocated to Title V, Developing Institutions, while the
Minority Science and Engineering Improvement Programs formerly
contained in Title X have been transferred to Title III as a new
Part D. The other changes made are substantially technical and
are designed to improve the administration of the program.

Part A, strengthening institutions

Part A of Title III provides Federal financial assistance to
strengthen institutions of higher education that are in severe fi-
nancial hardship. Funds can be used for a variety of purposes, in-
cluding faculty development, funds and administrative manage-
ment, the joint use of libraries and laboratories, student services,
improving facilities for Internet or other distance learning instruc-
tion capabilities and establishing or improving an endowment fund.
Institutions that are eligible for Title III funds under Part A must
engage in a competition for these funds.

In light of the relatively low level of funding compared to the
large number of applications for Part A funds, the Committee has
included a provision requiring institutions that receive a grant to
wait two calendar years before applying for another grant. The
Committee believes that a waiting period is necessary in order to
allow many different institutions to benefit from Part A funds. The
Committee did hear from many Part A institutions about the rigors
of the application process and the expense associated with simply
applying for funds. In order to address their concerns, the Commit-
tee adopted a provision instructing the Secretary of Education to
develop a preliminary application for use by institutions. The Com-
mittee intends that such a form be designed to allow institutions
to apply without incurring great expense.

The Committee has included in Part A of Title III a new Section
316 to provide assistance to Tribally Controlled Colleges and Uni-
versities. The Committee believes the needs of these colleges are
sufficiently strong to warrant a separate provision and separate au-
thorization. An institution that qualifies and receives support
under this provision may not, however, concurrently receive assist-
ance under either Part A or Part B of this Title. Hispanic-Serving
Institutions were formerly included in this section, but provisions
related to Hispanic-Serving Institutions have been transferred to
Title V.

Part A is authorized to be appropriated at (other than section
316) $135,000,000 for fiscal year 1999 and such sums for the four
succeeding fiscal years. Section 316 is authorized to be appro-
priated at $10,000,000 for fiscal year 1999 and such sums for each
of the four succeeding fiscal years.

Q
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Part B, strengthening historically black colleges and universities

Part B authorizes a formula grant program for HBCUs with un-
dergraduate programs, as well as a separate program for certain
designated HBCU graduate and professional programs and schools.
To be eligible for funds under this Part, an institution must have
been established prior to 1964 with the ongoing mission of educat-
ing African Americans. In general, the activities authorized under
this Part are similar to the activities authorized under Part A. Ap-
%licants for funds under this Part must provide the Secretary of

ducation measurable goals for the applicant’s financial manage-
ment and academic programs and a plan for achieving those goals.
At the hearing on June 26, 1997, before the Subcommittee on Post-
secondary Education, Training and Life-Long Learning, Dr. Thom-
as Cole, Jr., President of Clark Atlanta University said, “There is
consensus in the HBCU community on limiting our recommenda-
tions with respect to Title III because the program is working well
and should be reauthorized with only modest changes.” The Com-
mittee took Dr. Cole’s statement seriously and made only minor
changes with respect to Part B.

The Committee recognizes that Title III aid has been extremely
important to the enhancement of HBCUs. Grants awarded under
this title have been an integral part of the progress of HBCUs to-
ward excellence and self-sufficiency. To add to the spectrum of ef-
fective uses of these grants, H.R. 6 amends Part B to mirror Part
A by allowing institutions to use up to 20% of funds awarded under
Part B to establish or improve endowment funds. Amounts used for
this purpose must be matched by an equal or greater amount from
non-Federal funds.

For Part B, other than Section 326, there are authorized to be
appropriated $135,000,000 for fiscal year 1999 and such sums as
may be necessary for the four succeeding fiscal years.

Section 326 of part B, graduate institutions

African Americans continue to be underrepresented in the health
and legal professions and in doctoral programs. Despite their small
size and number as compared to the majority of U.S. institutions,
HBCUs have been more effective than other institutions in produc-
ing African American graduate students. According to the National
Association for Equal Opportunity in Higher Education, HBCUs
graduate on a per institution basis, three and one half times more
African American PhDs than all majority U.S. institutions com-
bined. Title III, Section 326, has been a good investment as all six-
teen of the institutions currently receiving aid under this program
have developed outstanding programs and enhanced their applicant
pool. In light of their success, the Committee has decided to include
additional eligible institutions for purposes of Section 326. These
two new institutions are Norfolk State University and Tennessee
State University.

.. H.R. 6 provides a mechanism for adding these two new institu-
tions without adversely affecting the awards to the existing sixteen
schools. H.R. 6 also includes new provisions for allocating funds to
all schools when total funding exceeds $25,000,000. All newly ap-
propriated funds above the FY 1998 level will be distributed based
upon a formula that takes into account:
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(i) the number of doctoral or first professional degree stu-
dents enrolled in an eligible program;
~ (ii) the number of graduates from the qualified programs for
the previous year; and, .
(iii) the average cost of instruction for all students enrolled
in the qualified programs.

The Secretary is directed to develop the formula guidelines and
share them wi% the sixteen institutions for comment. The Commit-
tee believes that such a formula based on productivity would en-
hance the Section 326 program. For Section 326, there are author-
ized to be ap ropriatezf $35,000,000 for fiscal year 1999 and such
sums as may be necessary for the four succeeding fiscal years.

Part C, endowment challenge grants

The Endowment Challenge Grant Program was established to
ensure that the Federal government play a significant role in in-
creasing the financial stability of developing institutions and
HBCUs. Although funding for this Part has not been appropriated
for the past several years, the Committee has retained the current
provision. )

For Part C, there are authorized to be appropriated $10,000,000
for fiscal year 1999 and such sums as may be necessary for the four
succeeding fiscal years.

Part D, Minority Science and Engineering Improvement Program

The Minority Science and Engineering Improvement Program is
designed to effect long-range improvements in science and engi-
neering education, and improve support programs for minority stu-
dents enrolled in science and engineering programs at predomi-
nantly minority institutions. The program provides support for
both minority students and institutions to improve access and pro-
gram quality in the areas of science and engineering. It also calls
for interagency cooperation within the Department of Education
and within Federal, State, and private agencies that carry out pro-
grams to improve the quality of science, mathematics, and engi-
neering education. Originally contained in Title X of the HEA, its
provisions have been moved to Part D of Title III.

For Part D, there are authorized to be appropriated $10,000,000
for fiscal year 1999 and such sums for the four succeeding fiscal
years.

TITLE IV—STUDENT ASSISTANCE

Part A, grants to students in attendance at institutions of higher
education

Subpart 1, Federal Pell Grants

Generally considered the foundation of student assistance, the
Federal Pell Grant Program received a great deal of attention by
the Committee in this reauthorization. Since 1973, when awards
were first made to undergraduate students from low-income fami- -
lies to help them finance their education, the annual number of
awards has grown from 176,000 recipients to 3.6 million in the
1995-96 academic year. After years of little or no increase to the
appropriated maximum Pell Grant, Congress began providing seri-
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ous ‘increases to the Pell Grant Program starting with academic
year 1996-97. For 1996-97, the increase was $130 for a maximum
of $2,470. This maximum was increased again for the 97-98 aca-
demic year by $230 for a new maximum of $2,700. Then, for the
98-99 academic year, the Pell Grant maximum received a $300 in-
crease, the largest single year increase in the history of the pro-
gram. In actual budget terms, the taxpayer funding of the Pell
l:()?rrant Program has gone from $2.4 billion in 1980 to over $7 billion
y 1998.

The Committee strongly supports the continued increase to the
appropriated maximum Pell Grant. The authorized levels set in
H.R. 6 reflect this commitment by establishing levels designed to
reach a $5,100 maximum by academic year 2002. The most recent
statistics clearly indicate that the Pell Grant Program continues to
serve very low-income students and families who will greatly bene-
fit from increases to the appropriated maximum. The Department
of Education’s most recent student aid survey indicates that 54%
of all Pell Grant recipients had incomes of less than $10,000 when
applying for student aid.

The Committee continues the changes made to the award rules
in the 1992 Amendments to ensure that all needy students receive
awards proportional to their need, while also including tuition-sen-
sitivity in Pell Grant awards. In addition, the Committee recog-
nizes that a $750 allowance for childcare or disability related ex-
penses is insufficient in today’s economy for most students. The
Committee doubles the allowance to provide additional assistance
to students having these special expenses.

The .Committee recognizes the importance of expanding Federal
Pell grant eligibility to students who are continuing to make satis-
factory progress in their education yet cannot complete their de-
grees within the time frame prescribed by current law. The 1992
Amendments also recognized this important issue by eliminatin
the requirement that a student will be eligible for Federal Pel
grants for only 5 or 6 years, if in a 4 or 5 year program respec-
tively. At that time, the Committee demanded close oversight of
this particular issue to ensure that no misuse of Federal money
was perpetrated by students who may deliberately extend their
participation. To date, we have not seen any evidence of fraud with
respect to this effort to assist part-time students and we continue
the expansion adopted in 1992.

The Committee has taken an additional step toward improving
the integrity of the Pell Grant Program by including a provision
that has long been advocated by Representative Roukema (R-NJ).
Currently, an institution of higher education which has cohort de-
fault rates in excess of 25% for three consecutive years loses its eli-
gibility to participate in the student loan program. However, such
an institution has been free to continue to participate in the Pell
Grant Program. Under H.R. 6 that is no longer the situation. An
institution that becomes ineligible to participate in the student
loan program due to high default rates will also be ineligible to
participate in the Pell Grant Program. This provision is prospective
in nature and does not affect the eligibility of an institution
deemed ineligible due to final default rate determinations that are
prior to the 1996 fiscal year. In addition, no institution will be sub-
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ject to this provision until it has had an opportunity to fully appeal
any default rate determination madé by the Secretary.

Subpart 2, Federal Early Outreach and Student Services Pro-
grams

In recognition of the Committee’s belief that information, coun-
seling, academic services, and early outreach activities are an inte-
gral part of the student assistance program aimed at achieving
equal educational opportunity, the Committee has continued and
strengthened the comprehensive approach to providing information
and services currently found in Subpart 2.

The mainstay of providing counseling, academic support, early
outreach and information services to economically disadvantaged
students are the Federal Trio Programs and the National Early
Intervention Scholarship and Partnership Program. To those pro-
grams the Committee has added the High Hopes for College Pro-
gram which has been championed by Representative Fattah (D-PA)
in order to promote early college awareness activities to students
and parents who may not have access to information about college
and financial aid.

Chapter 1—TRIO Programs

Since the initial authorization of the Higher Education Act in -
1965, the importance of the programs authorized under what is
now termed the TRIO Programs has become increasingly recog-
nized. The TRIO Programs include Upward Bound, Talent Search,
Student Support Services, Educational Opportunity Centers, and
Ronald E. McNair Postbaccalaureate Achievement. Early interven-
tion, access and retention services are an essential component of
the Federal strategy to ensure equal educational opportunity.

The Committee believes that the design of the TRIO programs as
it has evolved is sound. Widespread support of TRIO programs in
communities across the nation, in the Congress and within the Ad-
ministration confirm that belief. Accordingly, a number of the
changes made in the TRIO programs designs in this bill are a log-
ical extension from twenty-five years of program experience.

The increase of the authorization level to $800 million reflects
the Committee’s confidence in the strength of the TRIO design as
well as the conviction that TRIO services must be expanded to en-
roll a larger percentage of the eligible population. The Committee
notes that presently a very small percentage of eligible youth and
adults are served.

Many of the changes reflected in H.R. 6 are designed to improve
and streamline the operation of the TRIO programs. Minimum
grant levels, by program, are clearly established in order to provide
sufficient funding levels for programs to operate.

Grants are all established for four-year time periods. Sponsorin,
institutions or agencies are encouraged to coordinate all the TRI
programs operating at their particular institution or organization
and one single director may have responsibility for administering
more than one program regardless of the funding source.

H.R. 6 continues the requirement of evaluations of the TRIO pro-
grams. In addition, H.R. 6 modifies the purpose of the evaluations
to specifically investigate the effectiveness of alternative and inno-
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vative methods within the TRIO Programs for increasing access to
and retention of students in postsecondary education.

H.R. 6 expands the list of services which may be provided by Tal-
ent Search and intends to address areas with high drop out rates
by allowing these projects to provide assistance to students who
have dropped out of secondary school but who wish to return or
enter programs designed for completing a general education devel-
opment program. Listings of permissible services were included in
this subpart for Student Support Services and Upward Bound in
1980. As with those programs, the Committee does not intend that
by including a listing of permissible services for Educational Oppor-
tunity Centers and Talent Search, each individual project is re-
quired to provide all of the services. Such determinations can only
be made by individuals with knowledge both of the difficulties ex-
perienced by disadvantaged students in a given institution or local-
ity and of the locally funded resources available to such students.

The Committee has continued the purpose of Student Support
Services Programs in H.R. 6. Student Support Services Programs
are designed to increase college retention and graduation rates, to
increase transfer rates and to foster a climate supportive of the
success of low-income students, first-generation college students
and students with disabilities. The Committee believes that
achievement of each of these goals is necessary before the nation
can realize its goal of assuring equal educational opportunity in
postsecondary education and that Student Support Services Pro-
grams have a critical role to play in this regard.

The Committee believes that the success of Student Support
Services Programs rests, in large part, upon the commitment of the
sponsorin% institutions to the success of students from low-income
families, first-generation college students and students with dis-
abilities.

H.R. 6 alters one assurance required from institutions applylng
for a Student Support Services Program grant. Currently, institu-
tions must provide an assurance that they will offer sufficient fi-
nancial assistance to meet a student’s full financial need. The Com-
mittee is concerned about the possibility of overwhelming a student
with too much loan debt as a means of meeting this assurance. The
Committee also recognizes that in some cases loan debt is the only
aid available due to the limited aid available at a particular insti-
tution. Therefore, the Committee has modified the requirement to
emphasize the need to minimize a student’s debt burden when ful-
filling the requirement of offering financial assistance to meet full
financial need.

Chapter '2—-National Early Intervention Scholarship and
Partnership Program

Chapter 2 of this subpart authorizes the National Early Inter-
vention Scholarship and Partnership Program which is continued
under H.R. 6. This program was first created in 1992 to encourage
States to guarantee low-income students that, if they complete high
school, they will receive the financial assistance needed to attend
a h1gher education institution. In addition, the program is designed
to provide counseling and mentoring services to students at an
early age in order to prepare them for college. In fiscal year 1996—
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97, nine states participated in the program. A total of $3.1 million
in Federal grant money was overmatched by the participating
states that contributed $4.4 million. During 1996-97, more than
44,000 students received early intervention services under this pro-
gram. H.R. 6 continues the current authorization of $200,000,000
for fiscal year 1999 and such sums for the succeeding four years
for this program.

Chapter 3—High Hopes for College -

Representative Fattah (D-PA) offered an amendment that was
adopted by the Committee to authorize the High Hopes for College
Program. The purpose of High Hopes is to promote a strong early
intervention initiative aimed at narrowing the gap in college enroll-
ment between students from high and low income families. Recent
statistics continue to reflect that a large gap exists in college en-
rollment based on financial circumstances. Evidence suggests that
barriers to college education for low-income students appear to in-
clude low educational expectations and poor academic achievement.
To combat these barriers, it is critical that academic services, men-
toring, counseling and tutoring be provided to students.

The new High Hopes Program would provide an array of early
intervention services to middle schools serving a high percentage of
low-income students. The partnerships created under High Hopes
must include a degree-granting institution of higher education, a
middle school that has at least 50 percent of its students eligible
for free or reduced price lunches, the high schools that these stu-
dents will attend and at least two community organizations. Appli-
cants who include tuition assistance or guarantees from non-Fed-
eral sources may be given a preference by the Secretary in award-
ing these grants. The High Hopes Program is authorized at $140
million for fiscal year 1999 and such sums for the succeeding five
fiscal years.

Chapter 4—Frank Tejeda Scholarship Program

Representative Romero-Barcelo (D-PR) offered an. amendment
that was adopted by the Committee to authorize the Frank Tejeda
- Scholarship Program. The purpose of this new program is to recruit
and train teachers who are proficient in both Spanish and English
and who show academic promise. To receive a scholarship under
this program a student must agree to teach in a public elementary
or secondary school in which there is a demonstrated need for
Spanish-speaking teachers and professionals for no less than one
year for each year of scholarship assistance. This program is au-
thorized at $5,000,000 for fiscal year 1999 and such sums for the
four succeeding fiscal years.

Chapter 5—Campus-Based Child Care

Representative Roukema (R-NJ) offered an amendment that was
adopted by the Committee to authorize a Campus-Based Child
Care Program. This new program authorizes the Secretary to
award grants to institutions of higher education to assist in provid-
ing campus-based child care services to low income students. With
more and more students attending postsecondary education who
are considered non-traditional students, the need for affordable
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child care on campus has become an important issue. The 1995-
96 data collected by the Department of Education indicates that
undergraduates were nearly evenly divided between those consid-
ered dependent versus independent. Independent students: are
those who are married, over the age of 24, a graduate or first pro-
fessional student, a veteran or a student with legal dependents
other than a spouse. As more people return to college for new train-
ing as demanded by the nation’s economy, the numbers of inde-
pendent students can expect to continue to increase.

Under the campus-based child care program, institutions wishing
to receive a grant will have to demonstrate the need of low income
students at the institution for child care services. Institutions will
-also have to .identify resources which it can draw upon to support
the child care program and demonstrate that any resources used
for this purpose will not result in increases in student tuition. The
Campus-Child Care Program is authorized at $30,000,000 for fiscal
year 1999 and such sums for the four succeeding fiscal years.

The existing programs under Chapters 3 through 8 (Chapter 3—
Presidential- Access Scholarships; Chapter 4—Model Program Com-
munity Partnership and Counseling Grants; Chapter 5—Public In-
formation; Chapter 6—National Student Savmgs Demonstration
Program:; Chapter 7—Preeligibility Form; and Chapter 8—Tech-
nical Assistance for Teachers and Counselors) are all unfunded pro-
grams which have been repealed in H.R. 6.

Subpart 3, Federal Supplemental Educational Opportunity
Grants

The Committee believes that the Federal Supplemental Edu-
cational Opportunity Grant (Federal SEOG) program is of critical
importance to students who demonstrate exceptional need for sup-
plemental grant support in addition to the funds provided by the
Federal Pell Grant Program. The 1986 amendments emphasized
the interaction between these two grant programs by requiring
that at least three-quarters of the recipients of Federal SEOG
awards at a given institution of higher education also be recipients
of Federal Pell Grants. The 1992 amendments dealing with student
eligibility required institutions to make SEOG awards to students
with exceptional need and to give priority to students receiving Pell
Grants. Although the Committee heard testimony that the lan-
guage of this provision was restricting institutions from awarding
Federal SEOG funds to students with considerable need, the Com-
mittee continues to believe that the coupling of SEOG awards and
Pell Grant awards is an important feature of this program and
helps serve those who have the greatest ﬁnanc1al need. As a result,
no changes were made to this provision.

H.R. 6 requires that institutions of higher education shall make
SEOG funds available to independent and part-time students.
However, the Committee has deleted the overly restrictive require-
ment that required a strict proportion of funds to be allocated to
these students. The Committee intends that while institutions are
given discretion in allocating an equitable amount of funds for non-
traditional students, this discretion should not result in a reduction

~ of funds for these students. The Committee intends to closely follow
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this matter in order to ensure that nontraditional students con-
tinue to receive fair participation in the SEOG Program. ‘

With respect to the formula for distributing campus-based aid,
including SEOG funds, the Committee has made one significant
change. The current formula distributes funds according to a two-
part statutory formula. The first part, the “base guarantee” consid-
ers an institution’s program expenditures in a previous year. The
second part, based on institutional need for additional funding, al-
locates the amount remaining after the base guarantees are fully
funded by providing one-fourth of the remaining funds to institu-
tions on a pro rata basis (pro rata) and three-fourths to institutions
based on the institutions need (fair share). Since 1986, an institu-
tion’s base guarantee has been the principal determinant of its cur-
rent-year allocation. Thus, today’s allocation of campus-based funds
largely reflects a 20-year-old distribution of program funds.

In recognition of the changing demographics on college campuses,
the Committee has decided to modify the formula for distributing
campus-based funds. At the same time, the Committee does not
want to cause a disruption at campuses across the country that
could occur if there are dramatic shifts in program funds between
institutions. Therefore, the Committee decided to modify the for-
mula by dropping the pro rata part and allowing all funds in excess
of the base guarantee amounts to be distributed on a fair share
basis. Such a change should allow institutions with increasing en-
rollments and populations of needy students to receive increases in
campus-based funding.

H.R. 6 authorizes $675,000,000 for fiscal year 1999 and such
sums for the succeeding four years for this program.

Subpart 4, State Student Incentive Grants

The Committee believes that the State Student Incentive Grant
(SSIG) Program is a successful partnership between the Federal
Government and states. However, with Republican and Democrat
administrations proposing the elimination of the program, the
Committee has decided to restructure the program in order to more
effectively allow states to serve the needs of their students. H.R.
6 includes a new Special Leveraging Educational Assistance Part-
nership Program for those states that are willing to increase the
current match required to obtain funds whenever appropriations
exceed $25 million. States that apply for additional funds may use
the funds to assist needy students by:

(i) increasing state grant aid; .

(ii) carrying out transition programs from secondary to post-
secondary education; .

(iii) establishing financial aid programs for students entering
the teaching field, computer-related fields, or any other field of
study determined by the state to be critical to the state’s work-
force needs;

(iv) carrying out early intervention programs; and,

(v) awarding merit aid to needy students.

H.R. 6 authorizes $105,000,000 for fiscal year 1999 and such
sums as necessary for the succeeding four fiscal years. '
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Subpart 5, Special Programs for Students Whose Families
Are Engaged in Migrant and Seasonal Farmwork

Migrant students are one of the most severely educationally de-
rived populations in the United States. Therefore, the Committee
elieves that the Secretary, in administering the programs under

Title IV, should take into consideration how such programs as Fed-
eral Pell Grants, student loans, Federal College Work-Study, and
TRIO programs can meet the needs of migrant students.

H.R. 6 continues both the College Assistance Migrant Program
(CAMP) and the High School Equivalency Program (HEP) and re-
quires grant recipients to coordinate projects with other local, state
and Federal programs in order to maximize the resources available
for migrant students. In addition, H.R. 6 instructs the National
Center for Education Statistics to collect postsecondary education
data on migrant students. H.R. 6 authorizes $15,000,000 for fiscal
year 1999 and such sums for the succeeding four years for the HEP
program and $5,000,000 for fiscal year 1999 and such sums for the
succeeding four years for the CAMP program.

Subpart 6, Robert C. Byrd Honors Scholarship Program

H.R. 6 extends the authorization for Byrd Honors Scholarship
Program. Under this program, the Secretary makes grants to
states to enable states to award scholarships to individuals who
have demonstrated outstanding academic achievement and who
show promise of continued academic achievement. This program is
authorized to be appropriated at $40,000,000 for fiscal year 1999
and such sums for the succeeding four years for this program.

H.R. 6 repeals Subpart 8—Special Child Care Services for Dis-
advantaged College Students.

Part B, Federal Family Education Loans

In modifying the current Federal Family Education Loan (FFEL)
Program, the Committee adopted recommendations from a wide
range of program participants. The Committee’s main goals in this
reform effort were to resolve the pending crisis in the FFEL Pro-
gram with respect to the new interest rate formula, improve service
to students and institutions of higher education, and ensure the
overall stability in the loan program. A bipartisan agreement to
maintain a strong FFEL Program and a strong Direct Loan Pro-
gram established the framework for the changes adopted by the
Committee. :

Interest Rates

Throughout the reauthorization process, one of the biggest chal-
lenges facing Members of the Committee has been attempting to
-reach a consensus on the optimal student loan interest rate for the
Federal student loan programs. H.R. 6 establishes identical inter-
est rates for loans in both the FFEL Program and the Direct Loan
Program. These rates resulted from extensive discussions and ne-
gotiations over a period of many months. The Student Loan Reform
Act of 1993 changed the index for establishing interest rates on
these loans. Prior to the Student Loan Reform Act, interest rates
had always been tied to 91-day Treasury bills. However, as part
of the changes associated with the creation of the Federal Direct
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Student Loan program, the index for establishing interest rates
changed to one based on the 10-year Treasury bond. This rate
change is scheduled to occur on July 1, 1998, and if not addressed
will disrupt the Federal Family Education Loan Program (FFEL
Program), which provides nearly 70 percent of this country’s Fed-
eral student loans.

After working extensively with all parties involved—The United
States Student Association (USSA), the United States Public Inter-
est Research Group (US PIRG), the American Council on Education
(ACE), the American Association of State Colleges and Universities
(AASCU), the National Association of Independent Colleges and
Universities (NAICU) and other members of the higher education
and lending communities—it became clear to Committee Members
that there was a consensus in three key areas. First, all parties
agreed that tying the interest rate to a long-term instrument like
the 10-Year Treasury bond would not work. Second, no one be-
lieved that the Direct Student Loan Program would be a viable al-
ternative in the event that private loan capital became unavailable.
Third, as the March 5, 1998, hearing before the Subcommittee on
Postsecondary Education, Training and Life-Long Learning,
showed the interest rates for lenders proposed by the Administra-
tion were too low to ensure widespread lender participation.

For example, Mr. Jon Veenis, President of Norwest Student Loan
Center, testified that “our survey of the major FFEL lenders and
the Ernst & Young analysis indicates that a train wreck will occur
if the Gore proposal is enacted.” In discussing the Administration
proposal, Mr. Paul Carey, Executive Vice President of Marketing
and Servicing for Sallie Mae, Inc., had this to say, “The student at
Hopkins, Harvard, or Stanford may well get their loans . . . The
students attending state schools, community colleges, or learning a
trade will not.” A recent report by the Congressional Budget Office
(CBO) affirms this position, and shows that if the Administration’s
interest rates were implemented, only graduate and professional
students at a few select colleges and universities would likely have
access to private student loan capital.

The Committee is keenly aware of the burden being placed on
our youth by student loan debt. Members are committed to ensur-
ing that the interest rate on Federal student loans is kept as low
as possible while maintaining fiscal discipline within the Federal
budget. However, the Committee also recognizes that there is a
point at which lenders will leave the program. That point is
reached when their return on making these loans falls short of the
return they could make by investing elsewhere.

Under this legislation, students will receive historically low in-
terest rates. For new loans made after July 1, 1998, the interest
rates borrowers will pay during the in-school and grace periods will
be the equivalent of the 91-Day Treasury bond rate + 1.7 percent.
During the repayment period, borrower interest rates will be the
equivalent of the 91-Day Treasury bond rate + 2.3 percent. Both
will remain capped at 8.25 percent. In today’s terms, this means
interest rates for students will drop from the current rate of 8.25
percent down to 7.43 percent during the repayment period. This is
the lowest interest rate on these loans in 17 years.
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At the same time, the amount lenders are paid will be reduced
by 30 basis points, to a rate equal to the 91-Day Treasury bond
rate + 2.2 percent during the in-school and grace periods, and
equal to the 91-Day Treasury bond rate + 2.8 percent during the
repayment period. The Committee believes this solution will ensure
uninterrupted access to private capital for our nation’s students.

The higher education community is supportive of this proposal.
The major student groups have described this proposal as “a realis-
tic, fair, and even-handed compromise that protects students’ need
for lower borrower rates.” The American Council on Education and
10 other major higher education groups representing over 3,600
colleges and universities has praised the fact that the proposal “en-
sures the continued availability of capital in the guaranteed stu-
dent loan program.”

Finally, the Committee notes that the best way to reduce the
debt burden for students is for colleges and universities to keep
their prices low. Over the past 15 years we have seen college prices
increase at two-to-three times the rate of inflation. The Committee
challenges every college president in the nation to reduce the price
of an education at his or her institution because the Federal stu-
dent aid programs will never be able to keep up with costs that
continue to increase at such a pace.

Guaranty Agency Financing

The new guarantor-financing model included in the Committee
bill reflects a reformed administrative and financing structure that
will achieve several goals of the Committee. First, the model pro-
vides incentives for greater efficiencies on the part of guarantee
agencies since certain funds will now be the property of each indi-
vidual agency. This is a major contrast to current law that dictates
that all funds held by a guaranty agency belong to the Federal
Government and are subject to recall at any time by Congress,
thereby eliminating any incentive for guaranty agencies to operate
more efficiently and produce savings.

Second, the model increases the current risk sharing for defaults
from 98% to 95% which will cause all agencies to use their best ef-
forts to prevent defaults. This provision addresses an often-heard
criticism of the FFEL Program that 98% risk was not sufficient to
have any impact on the practices of guaranty agencies. Third, the
model decreases funds retained on defaulted loans from 27% to
24%. This provision also addresses an often-heard criticism that
guaranty agencies have an incentive to allow loans to default due
to the high collection retention rate. The combination of increased
risk and lower retention rates should result in improved default
prevention activities and greater collection efforts in the event of
default in order to offset the lost revenues from both of these provi-
sions. These changes should silence the criticism of these two as-
pects of the FFEL Program.

H.R. 6 clearly defines the services for which guarantors are paid
and delineates which sources of revenue belong to the Federal Gov-
ernment (the reserve funds) and which are earned by the guaran-
tor for services rendered. Revenues that remain the property of the
Federal Government are clearly protected under the Committee bill
in order to ensure their proper use by guaranty agencies, as well
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as their proper investment. Guarantors will be able to invest the
non-Federal funds in new technology, training, and service im-
provements for the benefit of students and institutions of higher
education participating in the FFEL Program. In addition, guaran-
tors will be able to use their funds for a variety of other financial
aid activities, such as early awareness programs, state grant and
scholarship programs, and other financial aid related programs and
services which meet the state and local needs of students, families
and institutions of higher education.

H.R. 6 also includes a new provision which allows the Secretary
of Education and individual guaranty agencies (not to exceed six)
to enter into voluntary agreements for participation in the FFEL
Program. The Committee intends that this authority be used to
test new and innovative methods for carrying out the types of ac-
tivities currently required of guaranty agencies under the Higher
Education Act in order to find more efficient and effective means
of managing the FFEL Program.

Administrative and Programmatic Changes

Throughout H.R. 6, the Committee has modified provisions in
order to encourage the use of modern technology. These changes
range from the handling of routine inquiries to the processing of
deferment requests. For example, the National Association of Stu-
dent Financial Aid Administrators in their recommendations to
Congress, suggested that borrowers be allowed to request forbear-
ance electronically rather than in writing in order reduce the num-
ber of technical and actual delinquencies and defaults. The Com-
mittee strongly agrees with this recommendation and encourages
the Secretary to allow the use of new technology wherever and
whenever possible in order to promote efficiencies among all the
participants in the loan programs. The Committee in no way in-
tends to limit the type of communication technologies that may be
used for these purposes as the possibilities expand during the
course of this reauthorization.

H.R. 6 corrects an oversight of the 1992 Amendments with re-
spect to borrowers attending school on a half-time basis. Prior to
the 1992 Amendments, a student attending school on a half-time
basis was required to borrow a student loan in order to be eligible
for an in-school deferment. The 1992 Amendments changed this
provision so that a student would be eligible for a deferment with-
out borrowing another loan. However, the change only applied pro-
spectively leaving some students subject to the old requirement.
H.R. 6 corrects this oversight and allows any student attending
school on a half-time basis to be eligible for an in-school deferment.

In order to assist students in selecting repayment plans, H.R. 6
allows students to annually change their repayment plan in order
to provide flexibility if their financial circumstances change from
year to year.

H.R. 6 allows students to receive the benefit of a forbearance of
payments on their student loans immediately upon request even
though the necessary paperwork has not been filed. Lenders and
students will have to collect the appropriate paperwork within
sixty days in order to continue the forbearance. In addition, a lend-
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er must take into consideration a student’s total debt burden when
establishing a forbearance agreement.

H.R. 6 continues the current provisions of the Emergency Stu-
dent Loan Consolidation Act and allows students with FFEL Pro-
gram loans and/or Direct Loans to obtain a consolidation loan from
either program. In order to afford students the greatest option pos-
sible, the requirement that a student must first try to obtain a con-
solidation loan from a lender holding one of his or her loans has
been eliminated. Students are free to go to any lender of their
choice. In addition, a student who obtains a student loan within
180 days of receiving a consolidation loan may add such loan to the
consolidation loan that provides the student the benefit of having
only one loan to manage. The Committee deferred action on setting
interest rates for consolidation loans and is continuing to study the
available options for establishing rates for the FFEL Program and
the Direct Loan Program.

As a result of some confusion after passage of the Emergency
Student Loan Consolidation Act, H.R. 6 also clarifies that a lender
does not have to include Health Education Assistance Loans
(HEAL) when making a consolidation loan. Not all lenders partici-
pate in the HEAL Program, and those that do not are not able to
service HEAL loans in accordance with the rules and regulations
of the Department of Health and Human Services. Also, some lend-
ers require a minimum balance for processing a consolidation loan
due to the fee they must pay the Federal Government with respect
to consolidation loans. H.R. 6 clarifies that a lender is not prohib-
ited from establishing a minimum balance requirement.

H.R. 6 allows loans to students to be disbursed in a single dis-
bursement if the loan is for less than one semester, one trimester,
one quarter or four months. Students and financial aid administra-
tors have all requested that the Committee adopt this change. Re-
quiring multiple disbursements for very short periods of time has
proven to cause undue and unnecessary hardships on students and
unnecessary administrative burdens on institutions.

The Committee has also adopted the recommendation of many
institutions of higher education to allow an over award tolerance
of $300 in the FFEL and Direct Loan Programs. The Committee
believes this modest over award tolerance is low enough to prevent
a student from incurring unreasonable excess debt, but high
enough to avert costly administrative burdens for institutions. The
$300 limit is comparable to the over award tolerance currently al-
lowed in other title IV programs.

In an effort to promote deregulation and provide incentives to in-
stitutions that keep default rates low, the Committee has included
a provision to waive the 30-day delayed disbursement rule for insti-
tutions having cohort default rates of less than 10% for three con-
secutive years. The Committee estimates that approximately 2,000
institutions will benefit from this deregulation initiative. However,
any institution that fails to stay below the 10% in subsequent years
will again be subject to the delayed disbursement requirement.

The Committee has continued the authority of the Secretary to
undertake a program to encourage corporations and other private
and public employers to assist borrowers in repaying their loans.
The Committee encourages the Secretary to use this authority to
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‘implement new and positive ways to assist borrowers in managing
their loan repayment. -

Since the 1992 Amendments, great strides have been made in
the area of program simplification. There is a single application
known as the Free Application for Federal Student Aid (FAFSA),
a single need analysis formula, standardized forms and processes
implemented by guaranty agencies and many other improvements.
The Committee commends all the parties for their eﬂ%rts in pro-
moting simplification and encourages the continuation of those
projects. But, the Committee believes there is more to be done. Spe-
cifically, HR. 6 requires the Secretary to use the FAFSA as the
common form for both the FFEL and Direct Loan Programs, in-
stead of only the Direct Loan Program. H.R. 6 also directs the Sec-
retary, in cooperation with representatives involved in the financial
aid programs, to develop a master promissory note that will allow
for multiyear lines of credit bringing efficiencies and simplicity to
the process of receiving student loans.

H.R. 6 continues the current cohort default rate provisions that
result in the elimination of institutions from participation in the
student loan programs if an institution’s rates exceed 25% for three
consecutive years. However, the Committee has made modifications
to the appeal provisions available to institutions and to the exemp-
tion for Historically Black Colleges and Universities, Tribally Con-
trolled Colleges and Universities and Navajo Community College.

In recognition of the fact that some institutions have high cohort
default rates because they serve a student population at high risk
of default, a safety net was enacted that permits the Secretary to
exempt schools from the cohort default provision where exceptional
mitigating circumstances make the application of the default trig-
gers inequitable. This safety net, as defined by the Department of
Education, has proven to be impossible to meet due to the narrowly
defined circumstances under which an institution may qualify for
an exemption.

H.R. 6 explicitly defines the criteria for demonstrating excep-
tional mitigating circumstances that the Secretary is to follow
when rendering a decision with respect to an appeal under this
provision. The exceptional mitigating circumstance appeal will con-
tinue to prove to be difficult for an institution to meet. They will
have to serve a large number of low-income students, graduate a
large percentage of their students, and place a large percentage of

_ their students in jobs for which they have been trained. The Com-
mittee is aware of the difficulty of meeting such a standard. How-
ever, after carefully weighing the interest of students and the Fed-
eral Government, the Committee determined that the test reflected
in H.R. 6 will be fair to those institutions that have a high success
rate while serving a high-risk population.

. In order to allow an institution to prepare a meaningful appeal,
the Committee has revised the current provision dealing with ac-
cess to loan servicing records. An institution needs adequate access
to records in order to submit an appeal to the Secretary. Therefore,
the Committee has included language that provides institutions
with access to all relevant loan servicing records for both the FFEL
and Direct Loan Programs. It is the Committee’s intention that the
Secretary exclude any loans which were not properly serviced and
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therefore ineligible for insurance as demonstrated by the evidence
in considering appeals with respect to cohort default rates.

On July 1, 1998, the exemption from program elimination due to
high default rates for Historically Black Colleges and Universities,
Tribally Controlled Colleges and Universities and the Navajo Com-
munity College will expire. These institutions have been exempt
from this provision since its enactment in 1988. The exemption was
intended to recognize the particular challenges of enrolling high
risk students at institutions having limited administrative re-
sources. The Committee believes that it is time to remove this
blanket exemption. However, the Committee does not wish to cause
the precipitous closure of any institution. Therefore, H.R. 6 allows
an institution that has relied on the current exemption for program
eligibility purposes to remain eligible as long as the institution
complies with the following requirements:

(i) provides an acceptable default management plan to the
Secretary of Education that provides a reasonable assurance
that the institution will, by July 1, 2001, have a cohort default
rate that is less than 25%,

(ii) engages an independent third party to assist in imple-
menting such a plan; and,

(iii) provides the Secretary with evidence of improvement in
the institution’s cohort default rate and successful implementa-
tion of the defaiilt management plan.

The Secretary may continue the eligibility of an institution under
this provision if he is satisfied that the institution has complied
and continues to comply with the default management plan and
has made substantial improvement in its cohort default rate.

The Committee has included a special rule which reflects the reg-
ulation published by the Department of Education exempting insti-
tutions from the cohort default rate penalty if the institution has
a participation rate index that is equal to or less than .0375 for any
of the three most recent fiscal years. This provision was included
in order to address the Committee’s concern that schools not be
eliminated if they have very few student loan borrowers compared
to their overall enrollment.

H.R. 6 modifies slightly-the definition of eligible lender for pur-
poses of participation in the FFEL Program and deletes an obsolete
provision that requires the filing and maintenance of a plan for
doing business by certain participants in the program.

Part C, Federal Work-Study Program

The Committee strongly supports the Federal College Work-
Study Program and applauds the administration for its efforts to
increase the number of participants to over one million in the
1999-2000 academic year. In support of this target, the Committee
has increased the authorization of appropriations for College Work-
Study to $1,000,000,000 for fiscal year 1999 and such sums for the
succeeding four years.

The Committee has made several changes to College Work-Study
designed to better serve the needs of students and institutions of
higher education. In addition, the Committee has included lan-
guage from Chairman Goodlingfs Reading Excellence Act in order
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to encourage more work study students to perform literacy and tu-
toring activities in local elementary schools.

H.R. 6 expands the definition of community service to recognize
that services designed to improve the quality of life for community
residents may be performed on-campus or off-campus. Under cur-
rent law, community service activities are required to be conducted
off-campus, which restricts the number and type of services that
can be offered by an institution of higher education. If an institu-
tion of higher education can offer a valuable service to the commu-
nity on-campus, the Committee believes it should be allowed to do
S0.

The Committee has modified the campus-based formula for Col-
lege Work-Study in the same fashion as was done for the SEOG
Program. The current formula distributes funds according to a two-
part statutory formula. The first part, the “base guarantee” consid-
ers an institution’s program expenditures in a previous year. The
second part, based on institutional need for additional funding, al-
locates the amount remaining after the base guarantees are fully
funded by providing one-fourth of the remaining funds to institu-
tions on a pro rata basis (pro rata) and three-fourths to institutions
based on the institutions need (fair share). Since 1986, an institu-
tion’s base guarantee has been the principal determinant of its cur-
rent-year allocation. Thus, today’s allocation of campus-based funds
largely reflects a 20-year old distribution of program funds.

In recognition of the changing demographics on college campuses,
the Committee has decided to modify the formula for distributing
campus-based funds. At the same time, the Committee does not
want to cause a disruption at campuses across the country that
could occur if there are dramatic shifts in program funds between
institutions. Therefore, the Committee decided to modify the for-
mula by dropping the pro rata part and allowing all funds in excess
of the base guarantee amounts to be distributed on a fair share
basis. Such a change should allow institutions with increasing en-
rollments and populations of needy students to receive increases in
campus-based funding.

H.R. 6 intends to expand the tutoring and literacy activities per-
formed via the College Work Study Program by requiring institu-
tions to use at least 2% of the total funds received under the pro-
gram for these activities. Of the $830 million appropriated for Col-
lege Work-Study in fiscal year 1998, $16 million would be allotted
for these activities under H.R. 6. The provision included in H.R. 6
was taken from Chairman Goodling’s Reading Excellence Act that
passed the House of Representatives on November 9, 1997. Work-
study students will be able to participate as reading tutors for chil-
dren in preschool through elementary school or work in family lit-
eracy projects under this provision. Because these jobs are not al-
ways convenient to campus, the Committee has modified the exist-
ing work-study reimbursement provision to allow students to be
compensated for time spent in both training and travel that is di-
rectly related to the tutoring and family literacy activities.

H.R. 6 requires that institutions of higher education make Work-
Study funds available to independent and part-time students. How-
ever, the Committee has deleted the overly restrictive requirement
included in the 1992 amendments that required a strict proportion
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of funds to be allocated to these students. The Committee intends
that while institutions are given discretion in ‘allocating an equi-
table amount of funds for nontraditional students, this discretion
should not result in a reduction of funds for these students. The
Committee intends to closely follow this matter in order to ensure
that nontraditional students continue to receive fair participation
in the Work-Study Program. - : :

H.R. 6 continues the language included in the 1992 amendments

to allow institutions to carry back appropriations from current year
funds to pay for previous year commitments. This is to correct a
problem presented to the Committee by institutions of higher edu-
cation. Many students begin summer work-study prior to July 1,
the beginning of the fiscal year, but after the academic year ends
in May or June. They, therefore, earn funds during one fiscal year
which are not payable until the succeeding fiscal year. As a result, .
institutions currently incur enormous accounting and tracking
problems. In addition, H.R. 6 allows institutions to credit a stu-
dent’s account or make direct deposits to a student’s bank account
with the student’s permission. Since we have entered the era of
electronic banking, it no longer makes sense to require each insti-
tution to cut checks in order to pay work-study earnings.
- 'H.R. 6 increases the allotment of funds that may be used for the
Job Location and Development Program from $50,000 to $60,000
and expands the type of jobs that may be located or developed to
include cooperative education jobs. If funds are used for developing
cooperative education jobs, the institution must notify the Sec-
retary and provide assurances that the funds used under this para-
graph will supplement and not supplant other available cooperative
education funds and the cooperative education job will be related
to a student’s academic program.

The Committee continues the authorization for Work Colleges
and authorizes appropriations of. $5,000,000 for 1999 and such
sums for the four succeeding fiscal years. - :

Part D, Federal direct loans. . ' :

Part D of Title IV of H.R. 6 continues the Federal Direct Loan
Program' and the Committee assumes it will coexist with the Fed-
eral Family Education Loan Program. All references to the phase-
in of the program and transition to the Direct Loan Program have
been deleted. Institutions that wish to participate in the program
are free to apply as long as they meet the eligibility criteria.

H.R. 6 establishes identical interest rates for Federal Direct
Loans as compared to loans made under the Federal Family Edu-
cation Loan Program. This resulted from extensive discussions and
negotiations with respect to interest rates with all participants in
the student loan programs. Throughout the reauthorization proc-
ess, one of the biggest challenges facing Members of the Committee
has been addressing the interest rate offered in the Federal stu-
dent loan programs. The Student Loan Reform Act of 1993 changed
the index for establishing interest rates on these loans. Prior to the
Student Loan Reform Act, interest rates had .always been tied to
91-day Treasury bills. However, as part of the changes associated
with the creation of the Federal Direct Student Loan Program, the
index for establishing interest rates changed to one based on the
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10-year Treasury bond. This rate change is scheduled to occur on
July 1, 1998, and if not addressed will disrupt the Federal Family
Education Loan program (FFEL), which provides nearly 70 percent
of this country’s Federal student loans.

After working extensively with all parties involved—The United
States Student Association (USSA), the United States Public Inter-
est Research Group (US PIRG), the American Council on Education
(ACE), the American Association of State Colleges and Universities
(AASCU), the National Association of Independent Colleges and
Universities (NAICU) and other members of the higher education
and lending communities—it became clear to Committee Members
that there was a consensus in three key areas. First, all parties
agreed that tying the interest rate to a long-term instrument like
the 10-Year Treasury bond would not work. Second, no one be-
lieved that the Direct Student Loan Program would be a viable al-
ternative in the event that private loan capital became unavailable.
Third, as the March 5, 1998, hearing before the Subcommittee on
Postsecondary Education, Training and Life-Long Learning
showed, the interest rates for lenders proposed by the Administra-
tion were too low to ensure widespread lender participation. A re-
cent report by the Congressional Budget Office (CBO) affirms that
‘position, and shows that if the Administration’s interest rates were
implemented, only graduate and professional students at a few se-
lect colleges and universities would be likely to have access to pri-
vate student loan capital. )

The Committee is keenly aware of the burden being placed on
our youth by student loan debt. Members are committed to ensur-
ing that the interest rate on Federal student loans is kept as low
as possible. However, the Committee also recognizes that there is
a point at which lenders will leave the program. That point.is
reached when their return on making these loans falls short of the
return they could make by investing elsewhere.

Under H.R. 6, students will receive historically low interest

- rates. For new loans made after July 1, 1998, the interest rates
borrowers will pay during the in-school and grace periods will be
the equivalent of the 91-Day Treasury bond rate + 1.7 percent.
During the repayment period, borrower interest rates will be the
equivalent of the 91-Day Treasury bond rate + 2.3 percent. Both
will remain capped at 8.25 percent. In today’s terms, this means
interest rates for students will drop from the current rate of 8.25
percent down to 7.43 percent during the repayment period. This is
the lowest interest rate on these loans in 17 years.

At the same time, the amount lenders are paid will be reduced
by 30 basis points, to a rate equal to the 91-Day Treasury bond
rate + 2.2 percent during the in-school and grace periods, and
equal to the 91-Day Treasury bond rate + 2.8 percent during the
repayment period. The Committee believes this solution will ensure
uninterrupted access to private capital for our nation’s students.

The higher education community is supportive of this proposal.
The major student groups have described this proposal as “a realis-
tic, fair, and even-handed compromise that protects students’ need
for lower borrower rates”. The American Council on Education and
10 other major higher education groups representing over 3,600
colleges and universities have praised the fact that the proposal
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“ensures the continued availability of capital in the guaranteed stu-
dent loan program”. :

Finally, the Committee notes that the best way to reduce the
debt burden for students is for colleges and universities to keep
their prices low. Over the past 15 years we have seen college prices
increase at two-to-three times the rate of inflation. The Committee
challenges every college president in the nation to reduce the price
of an education at his or her institution.

H.R. 6 also provides the Secretary of Education with the ability
to offer repayment incentives to borrowers to encourage on-time re-
payment. Currently, many lenders in the Federal Family Edu-
cation Loan Program offer discounts to borrowers who repay their
loans on time and the Committee has extended the same oppor-
tunity to direct loan borrowers. In order to exercise this authority,
the Secretary will have to ensure that such a program can operate
on a cost neutral basis and not increase costs to the taxpayer.

Section 458 of Part D has been modified to reflect the new pay-
ment structure adopted in H.R. 6 with respect to payments made
to guaranty agencies. Under the revised structure, the Committee
determined that slight increases in the yearly funding levels under
458 were necessary in order to allow the Direct Loan Program and
the Federal Family Education Loan Program to both operate at
their current levels.

H.R. 6 gives the Secretary of Education, in consultation with the
Secretary of the Treasury, the authority to sell loans if it is deter-
mined to be in the best interest of the Federal Government. The
Secretary may use funds from any such sales to offer repayment
incentives to direct loan borrowers.

Loan Forgiveness for Teachers for Part B and Part D Loans

The Committee adopted an amendment offered by Representa-
tive Graham (R-SC) and Representative Kildee (D-MI) which cre-
ated a loan forgiveness program for teachers in both the FFEL and
Direct Loan Programs.

The Committee authorized this new program in order to address
concerns about the quality of teachers in low-income schools and
the ability of such schools to retain good teachers. A new borrower
who takes out a loan may be eligible for loan forgiveness if he or
she teaches in a public or other non-profit private elementary or
secondary school which is in a school district eligible for assistance
pursuant to Title I of the Elementary and Secondary Education Act
and which has been determined to be a school in which the enroll-
ment of children counted under section 1124(c) of the Elementary
and Secondary Education Act exceeds 30 percent of the total enroll-
ment of the school. To be eligible for loan forgiveness, a borrower
must teach for two complete academic years and upon concluding
the third academic year, he or she would be eligible for 30% loan
forgiveness, 30% upon concluding the fourth year and 40% upon
concluding the fifth year of teaching.

Only loans borrowed for the final two academic years of a four-
year program, or three in the case of a program of instruction nor-
mally requiring five years, are eligible for loan forgiveness. In addi-
tion, secondary school teachers must have majored in the subject
area in which they are teaching to be eligible for loan forgiveness.
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An elementary school teacher must demonstrate, in accordance
with state teacher certification or licensing requirements, subject
matter knowledge and teaching skills in reading, writing, mathe-
matics and other subjects taught in elementary schools in order to
be eligible for loan forgiveness.

By creating this new loan forgiveness program, the Committee
hopes that more students will enter the field of teaching and teach
in areas where there is a shortage of highly qualified teachers. In
addition, by requiring teachers to complete three years of teaching
before a portion of their loan is forgiven, the Committee hopes
more teachers will stay in the teaching profession.

Part E, Federal Perkins Loans

The Committee has modified the campus-based formula in a way
identical to its treatment of the other campus-based programs
(SEOG and College Work-Study). The current formula distributes
funds according to a two-part statutory formula. The first part, the
“base guarantee” considers an institution’s program expenditures
in a previous year. The second part, based on institutional need for
additional funding, allocates the amount remaining after the base
guarantees are fully funded by providing one-fourth of the remain-
ing funds to institutions on a pro rata basis (pro rata) and three-
fourths to institutions based on the institutions need (fair share).
Since 1986, an institution’s base guarantee has been the principal
determinant of its current-year allocation. Thus, today’s allocation
of campus-based funds largely reflects a 20-year-old distribution of
program funds.

In recognition of the changing demographics on college campuses,
the Committee has decided to modify the formula for distributing
campus-based funds. At the same time, the Committee does not
want to cause a disruption at campuses across the country that
could occur if there are dramatic shifts in program funds between
institutions. Therefore, the Committee decided to modify the for-
mula by dropping the pro rata part and allowing all funds in excess
of the base guarantee amounts to be distributed on a fair share
basis. Such a change should allow institutions with increasing en-
rollments and populations of needy students to receive increases in
campus-based funding.

In addition to the formula change, the Committee has made nu-
merous changes designed to reduce the administrative burdens as-
sociated with the Perkins Loan Program in order to assist institu-
tions and students. Institutions participating in the Perkins Loan
Program that have default rates of less than 20 percent and fewer
than 100 students who borrow in an academic year will no longer
be required to submit default management plans. The Committee
believes that this de minimis standard will allow institutions with
few Perkins Loans to avoid a prescriptive management plan while
it employs its own innovative efforts to reduce defaults. Institutions
will be allowed to extend new deferment and loan. cancellation op-
tions to new and old borrowers in order to ease the administrative
burden associated with deferment and cancellation processing.

H.R. 6 also requires that institutions of higher education shall
make Perkins funds available to independent and part-time stu-
dents. However, the Committee has deleted the overly restrictive
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requirement included in the 1992 amendments that required a
strict proportion of funds to be allocated to these students. The
Committee intends that while institutions are given discretion in
allocating an equitable amount of funds for nontraditional stu-
dents, this discretion should not result in a reduction of funds for
these students. The Committee intends to closely follow this matter
in order to ensure that nontraditional students continue to receive
fair participation in the Perkins Loan Program. - _

In order to assist students in the repayment of their loans, the
Committee has more broadly defined the term “satisfactory ar-
rangements to resume payment” in order to assist borrowers who
are making a good faith effort to repay their loans. The Committee
also requires institutions to notify credit bureaus whenever a bor-
rower makes twelve consecutive monthly payments on his or her
defaulted Perkins Loan in order to reflect the good faith effort to
repay. :

In H.R. 6, the Committee has shown its support of programs de-
signed to encourage good repayment behavior on the part of stu-
dent borrowers by allowing lenders in the Federal Family Edu-
cation Loan Program and the Secretary in the Federal Direct Loan
Program to offer repayment incentives to borrowers with good re-
payment histories. Therefore, the Committee has extended this au-
thority to institutions participating in the Perkins Loan.Program
as long as it does not increase the net cost of the Perkins Loan Pro-
gram to the Federal Government.

The Committee has also included a loan rehabilitation provision
that allows borrowers to regain eligibility for student aid after
making twelve consecutive on-time payments on a loan that is in
default status. Both the incentive program and the rehabilitation
program are designed to encourage borrowers to repay their loans
on a timely basis.

In order to assist students who attended an institution that
closed while they were enrolled, the Committee has extended the
current discharge provisions available to borrowers under parts B
and D to the Perkins Loan Program. If a student attends an insti-
tution that closes while the student is enrolled, he or she is entitled
to a discharge of any amounts which should have been refunded by
the institution and the Secretary will pursue the institution for res-
titution. .

H.R. 6 makes two small changes to the existing cancellation pro-
visions by including two new eligibility categories with respect to
loan cancellation. A student who is a member of the Commissioned
Corps of the Public Health Service of the United States and a stu-
dent who is a non-physician mental health professional working in
a shortage area designated under the Public Health Service Act
will be eligible for loan cancellation. :

H.R. 6 requires the Secretary of Education to return all funds
collected by the Department to the Treasury and makes other nec-
essary and technical changes to the Perkins Loan Program.
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Part F, need analysis
Single need analysis

H.R. 6 continues the single need analysis formula included in the
1992 Amendments and makes technical changes designed to im-
prove the formula for students and families. The Committee be-
lieves that the current single need analysis system has greatly sim-
plified the student aid process and that only minor adjustments are
required to make it more equitable and justifiable for students and
their parents.

Cost of attendance

H.R. 6 recognizes that computers are more often essential rather
than optional for students pursuing a postsecondary education and
that the costs associated with computers has become increasingly
more reasonable during the last few years. Therefore, the Commit-
tee decided to include an allowance for the réntal or purchase of
a personal computer when determining a student’s cost of attend-
ance.

Expected family contribution for dependent students

H.R. 6 combines parent and student assets and treats them as
family assets for purposes of determining the family contribution
from assets. This is a significant change from current law. Cur-
rently, parental assets are calculated and assessed at a rate of
twelve percent for inclusion in determining the contribution from
assets. On the other hand, a student’s assets are assessed at a rate
of 35% when determining a student’s contribution from his or her
assets. This high rate of assessment has caused many to question
the prudence of working and saving for college since a student will
be eligible for less aid if he or she works and saves. The Committee
believes that students should be encouraged to work and save for
college. The Congress has already moved in that direction by enact-
ing the Taxpayer Relief Act of 1997 which provides tax credits and
deductions, and promotes increased savings options for certain
higher education expenses. The combining of student and parent
assets and using the twelve percent assessment rate continues this
effort to encourage savings by protecting the student who has been
prudent and saved for college.

Dependent student contribution

The current need analysis fails to recognize that some dependent
students contribute directly to the support of their families. The
Committee has attempted to address this inequity by offsetting a
.dependent student’s income by the amount of the negative adjusted
parental available income. When the parent’s income is not suffi-
cient to meet standard living expenses and the formula yields a
negative available income, the formula will allow the offsetting of
the student’s income by the negative amount. In addition, H.R. 6
increases the earnings a dependent student is allowed to exclude
from the need analysis calculation from $1,750 to $3,000. Again,
the Committee wants to encourage students to work and save for
college and the increased income protection allowance is designed
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to eliminate the disincentives to work currently included in the
need analysis formula.

Independent students

The Committee also attempted to correct current inequities in
the treatment of independent students under Part F. H.R. 6 at-
tempts to make postsecondary education more accessible for non-
traditional students, many of whom are independent students by
increasing the income protection allowance for certain categories of
independent students. Under the current need analysis formula,
single independent students and married students where both are
enrolled have an income protection allowance of $3,000. Married
_ students where one is enrolled receive an income protection allow-

ance of $6,000. Similar to the dependent students described above,
the Committee wants to encourage students to work and save for
college without fear of being penalized in the need analysis calcula-
tion. Therefore, the Committee has provided for increased income
protection allowances for these groups of students equal to $5,500
and $8,500 respectively.

Miscellaneous

An additional change with respect to income protection allow-
ances included in H.R. 6 which the Committee believes important
is the authority of the Secretary to adjust the stated amounts on
a yearly basis pursuant to the Consumer Price Index. Income pro-
tection allowances for the parents of dependent students are ad-
justed each year, while income protection allowances for a depend-
ent student with earnings and independent students remain con-
stant. The Committee believes that Consumer Price Index adjust-
ments are appropriate for all students and parents.

Numerous witnesses testified before the Committee that students
from families with proven need were being discouraged from par-
ticipation in postsecondary education because of complicated forms
that were not relevant to their situation. The Committee believes
that very low-income families should have their eligibility for finan-
cial assistance determined with the least amount of bureaucratic
red tape as possible. For this reason, the Committee has decided
to keep in place the special procedures for determining a zero ex-
pected family contribution for the purposes of determining Federal
student financial assistance eligibility and the simplified needs
test.

Further, it is the Committee’s intent to provide financial aid ad-
ministrators with the authority to modify standard procedures
when unusual circumstances exist. Although the Committee is con-
fident that the system of need analysis prescribed under this title
is appropriate for the majority of aid applicants, it remains our de-
. sire to permit necessary adjustments for students whose situations
are not typical or for those students with special conditions. How-
ever, the Committee does not believe that the application process
or the need analysis should be burdened with the detail necessary
to identify and specify the appropriate treatment for every conceiv-
able special circumstance. Adjustments for families in these cir-
cumstances are better made on an individual basis by the financial
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aid administrator on campus, using all available information about
the family. '

The Committee does want to mention some examples of special
circumstances that have been brought to the Committee’s atten-
tion. These include tuition expenses at a private elementary or sec-
ondary school, medical or dental expenses not covered by insur-
ance, unusually high child care expenses, recent unemployment of
a family member or other changes in income or assets or a stu-
dent’s status. However, these examples are not intended to limit in
any way either the types of adjustments that may be made or the
circumstances under which adjustments may be made.

The Committee heard from many college administrators who
wish to be able to refuse to certify loans for certain classes or cat-
egories of students. On the other hand, many students strongly op-
posed such a blanket policy with respect to loan eligibility. After
lengthy discussions, the Committee did not agree with the policy
of giving institutions blanket authority to deny or limit loans to
certain groups of students. However, the Committee does believe
that circumstances exist where financial aid administrators should
have the authority on a case by case basis to deny or limit loan eli-
gibility to particular students. Despite the existence of similar au-
thority in current law, many student financial aid administrators
appear to feel that any changes they might make to a loan certifi-
cation will be subject to adverse findings by program reviewers.

The intent of the revisions in Section 479A is to clarify that fi-
nancial aid administrators have the authority to limit borrowing
with respect to individual students as long as the reason for the
limitation is documented and provided in written form to the stu-
dent affected by the decision and the student is afforded an oppor-
tunity to appeal such a decision. The Committee expects that insti-
tutions will not use this authority unless such limitations are in
the best interest of students, and that any limitation will not result
in the inability of a potential student to attend an institution of
higher education.

Definitions

H.R. 6 also makes one definitional change with respect to the
treatment of veterans benefits. In order to provide greater support
to service members who are transitioning to civilian life, the Com-
mittee decided to change the treatment of veterans benefits pro-
vided under the Montgomery G.I. Bill. These particular benefits
will now be treated identical to benefits received under the Na-
tional and Community Service Act and will no longer be treated as
estimated financial assistance for purposes of the need analysis for-
mula.

Part G, general provisions

In amending this Part of the Higher Education Act, the Commit-
tee intends to simplify participation in the Federal financial aid
programs for students and institutions, while at the same time pre-
serving the integrity of the Federal student assistance programs
and to prevent fraud and abuse in the programs.
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Master Calendar -

In its review of the Higher Education Act, the Committee contin-
ues the master calendar limitations on the effective date of regula-
tions issued by the Secretary. The Committee continues to believe
that the effective dates of all regulations on Title IV should be driv-
en by the Master Calendar requirements in Section 482. H.R. 6
also adds to the list of activities governed by the master calendar
a requirement that the Secretary notify eligible institutions, guar-
anty agencies, lenders, and other interested parties of the minimal
hardware and software requirements necessary to administer the
Title IV programs by December 1st prior to the start of the award
year. As we modernize our Federal financial aid systems, and as
institutions take advantage of the latest technologies to improve
their operations, it is essential that institutions have adequate no-
tice of the technological requirements of participation. It is the in-
tent of the Committee that the Secretary provide that information
in a timely manner. A provision added by Rep. Barrett (R-NE) ex-
tends that requirement to include interested software providers on
the list of entities that are to receive these specifications by the De-
cember 1st deadline. In order to ensure that financial aid adminis-
trators and others have the necessary administrative knowledge for
participation in the Title IV programs, the Secretary is further di-
rected to conduct training activities'in a timely manner, prior to
the start of the award year. . :

H.R. 6 also extends the amount of -time that the public has to
comment on regulations proposed by the Secretary from 30 days to
a minimum of 60 days. Throughout the hearing process, the Com-
mittee repeatedly heard from the public that they did not have
enou(glh time to thoroughly read proposed regulations and provide
sound comment. This situation has worsened, as the Department
has released several proposed regulations simultaneously in order
to meet the deadlines for implementation imposed by tﬁe master
calendar. It is the intent of the Committee that the public has ade-
quate time to analyze and comment on any regulation proposed by
the Secretary. The Committee further expects the Secretary to fully
take into account those comments prior to issuing final regulations
under Title IV. '

Forms and regulations

One of the major goals of the Committee during this reauthoriza-
tion is to simplify the process for applying for Federal aid for stu-
dents and their parents. In testimony presented to the Committee,
students informed us that the complexity of the forms caused con-
fusion, and in some cases deterred students from applying for fi-
nancial aid. As a result, the Committee made changes to the need
analysis in Part F and the application form in Part G.

As part of the Committee’s paperwork simplification initiative,
H.R. 6 extends the use of a single form to the application for stu-
dent loans under Part B. Currently, the Free Federal form can be
used to apply for Title IV grant aid, Title IV Work Study aid, and
student loan aid, but only if the student intends to borrow under
the Federal Direct Student Loan program. Students borrowing
under the Federal Family Education Loan program are still re-
quired to take the unnecessary step of filling out a separate second
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application in order to apply for their student loans. It is the intent
of the Committee in approving these provisions to simplify the fi-
nancial aid process for students and families by allowing them to
apply for all of their Federal financial aid at one time on one form.

In. addition, H.R. 6 directs the Secretary to develop an electronic
version of the Free Application for Federal Student Aid (FAFSA)
within 120 days of enactment of this legislation. It is the intent of
the Committee that in so doing, the Secretary should consult with
lenders, State guarantee agencies, State.grant agencies, represent-
atives of the higher education community, and other relevant par-
ticipants in the Federal student financial assistance programs. It
is the hope of the Committee that the use of a common electronic
form will further simplify the process for the students who choose
to use it, and reduce the amount of time necessary to process Fed-
eral financial aid awards. In designing the electronic version of the
FAFSA, the Committee expects the Secretary to take necessary
steps to ensure that adequate safeguards are in place to protect the
integrity and confidentiality of the data collected.

H.R. 6 continues the requirement that students apply for Federal
student financial assistance on a Federal form that will be free of
charge to the student, whether the data is collected by paper form
or electronically. The Committee intends that the Secretary main-
tain a single Federal financial aid form for all students applying
for Federal aid. The Committee further intends students to know
that they are receiving Federal aid, understand which data ele-
ments are required of them by the Federal Government, and be
aware that there is no charge whatsoever in applying for aid using
the Federal form.

In our efforts to build upon previous simplification efforts, H.R.
6 continues the use of the simplified application process for stu-
dents from families with low incomes. The Committee encourages
the Secretary to require these families to answer only demographic
questions, a question on their income and then be able to bypass
the remainder of the application. .

H.R. 6 also continues the use of a streamlined application process
for Federal financial aid recipients who are reapplying for Federal
aid. The Committee believes that students should only have to up-
date information from their previous year’s application that has
changed. This is consistent with the Committee’s efforts to continue
practices that are working to simplify the current application proc-
ess for students and their families.

Student eligibility

H.R. 6 makes changes to the Federal student financial aid form
in an effort to reduce fraud in the program. Specifically, this legis-
lation will allow the Secretary to better verify parental income data
supplied by dependent students.

The Committee also included a provision that Representative
Solomon (R-NY) has long championed that denies Federal aid to
persons convicted of drug-related offenses. A similar provision was
also included in the Taxpayer Relief Act of 1997. The amendment
offered to H.R. 6 by Representative Souder (R-IN) and accepted by
the Committee provides that a student loses eligibility for one year
for the first conviction on a possession offense, two years for the
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second conviction and indefinitely for the third conviction. Further,
a student would lose eligibility for Title IV funds for two years for
his or her first conviction for the sale of a controlled substance and
indéfinitely for the second conviction. The Committee intends that
a student whose eligibility has been suspended would resume eligi-
. bility prior to the designated time if the student satisfactorily com-.
pletes a drug rehabilitation program that complies with criteria
prescribed by the Secretary. :

Information for students /

The Committee is aware that information on private or State
sources of funding for students may be difficult to obtain. To en-
sure that this information is readily available to students and par-
ents, H.R. 6 directs the Secretary to compile information on State
prepaid tuition programs, and to update the Department’s internet
site to include direct links to databases containing information on
public and private financial aid programs. The Committee intends
that students and parents have access to the most complete infor-
mation available regarding student financial assistance. However,
the Committee expects the Secretary to take necessary safeguards
to ensure that links are not provided to sources of fraudulent infor-
mation, and that any site to which'links are provided will be free
of charge to the student.

Campus crime provisions

Over the years since the initial passage of the Crime Awareness
and Campus Security Act of 1990, the Committee has been encour-
aged to make several changes to this law to increase its effective-
ness in providing students with important information on campus
crimes. The Committee has made several changes to current law
to reflect the recommendations of students, institutions of higher
education, campus officials and security personnel, and others in-
terested in protecting students and reducing campus crime.

The Committee would, however, like to point out that our pri-
mary concern is insuring that participating schools comply with
current law. We have been disappointed over the past few years at
the growing number of reports about schools circumventing current
law or failing to provide accurate information to students and fac-
ulty and others to whom such information is required to be made
available. We again encourage the Department of Education to en-
force the provisions of current law and to penalize those schools
that are not in compliance. : :

Several of the changes to-current law focus on providing students
with a more accurate picture of the criminal activity that takes
place on their respective campus. )

The first of these changes is to increase the number of crimes for
which statistics are to be reported. When the Crime Awareness and
Campus Security Act was enacted on November 8, 1990, it was the
intent of Congress to focus on those crimes most likely to involve
violence or which had the potential to result in injury to students
or faculty. In response to concerns about the lack of available infor-
mation on the crimes of manslaughter, larceny and arson, the Com-’
mittee has added these to the list of crimes for which statistics are
to be reported.
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The second change made by the Committee was to require the
reporting of statistics for those crimes handled through the campus
disciplinary system. While the Committee understands the sen-
sitive nature of some of these crimes, we believe it will not jeopard-
ize the confidential nature of these proceedings to require the re-
porting of statistics. If students are to take steps to protect them-
selves from becoming the victims of crimes on campus, they must
have access to accurate information on the extent to which certain
crimes take place on their campus.

Similarly, the Committee has expanded the number of individ-
uals who must report statistics on campus crime. Current law re-
quires the reporting of criminal offenses reported to campus secu-
rity authorities or local police agencies. The Committee bill ex-
pands this list to include campus security authorities, campus offi-
cials who have direct administrative responsibility for student or
campus activities, disciplinary officers and other officials respon-
sible for resolving disciplinary matters, athletic department offi-
cials, or local police agencies. Because of the confidential nature of
conversations between counselors and individuals seeking their as-
sistance, the Committee does not require such individuals to re-
port.

The Committee has also modified the reporting requirements for
aleohol, drug and weapons violations. Currently schools only report
on the number of arrests for such violations. However, it has come
to our attention that the majority of such violations do not result
in actual arrests but are referred, instead, to the campus discipli-
nary system for disposition. Because of the correlation between vio-
lent crimes on campus and the consumption of drugs and alcohol,
the Committee believes it is important to receive accurate informa-
tion on the extent to which drugs and alcohol are a problem on
campus.

One of the key changes to current law is to require each institu-
tion maintaining either a police or security department of any kind
to make, keep and maintain a daily log recording all crimes. This
log is to be open to public inspection during normal business hours
within two business days of the initial report. The log is to include
information on all crimes reported to such police or security depart-
ment, including the nature, date, time, and general location of each
crime and the disposition of the complaint, if known. It is the in-
tent of the Committee that students and others interested in ob-
taining current information on campus crimes be able to access
such information from daily logs. The Committee does not, how-
ever, intend information protected by law to be released and has
included language to prevent the disclosure of such information.

The final change made to current law by the Committee is to re-
quire all schools to provide campus crime statistics to the Secretary
on a yearly basis. The intent of this provision is two-fold. First, it
will allow the Department of Education to determine more clearly
which schools are not in compliance with the reporting require-
ments of this law. It is not, however, the intent of the Committee
to impose an additional paperwork burden on schools. Rather, the
Committee expects schools to forward to the Department the same
information it provides to students and faculty in printed form.
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The second reason for this provision was the failure of the De-
partment to gather the information necessary to report to Congress
by September 1, 1995 on campus crime. Although current law did
not require the Department of Education to gather statistics on a
yearly basis, the Committee did expect the Department to collect
such data at reasonable intervals in order to meet the deadline for
the report. As a result of the Department’s failure to gather this
information, they did not report to Congress until January 1997.
This report was based on a sample of schools rather than all
schools covered by law and, therefore, did not provide an accurate
picture of crimes on campus. The Committee believes the statistics
reported by schools will allow us to determine if there are any
trends in campus crimes and to ascertain which schools are suc-
cessful in reducing the incidence of crimes on campus. As such, the
Committee believes it is important to insure that the Secretary col-
lects such data on an annual basis. The Committee bill also re-
quires the Secretary to make copies of such statistics available to
the public.

It is the belief of the Committee that these changes to current
law will provide students, faculty and the public with a better pic-
ture of crimes on college campuses. The Committee would encour-
age students and others to use such information to make important
decisions regarding their safety on campus. '

Information on college athletic programs

The Committee notes that college athletic programs increasingly
fuel public awareness of higher education. Many athletics programs
are major financial enterprises, yet the Committee notes that little
gublic information exists on the financial impact these programs

ave on the overall financial operation of their host institutions.
H.R. 6 clarifies the information which schools must provide on
their athletic programs.

In addition, H.R. 6 requires that institutions notify students and
prospective students of any likely reductions in the number of ath-
letes that will be allowed to participate in their programs, or likely
reductions in the resources devoted to a:sports program. The Com-
mittee does not intend this provision to intrude on the governance
of institutions of higher education, but to provide information that
~ will assist the public in making informed decisions about attending
particular institutions.

National student loan data system

In an effort to improve the usefulness of the National Student
Loan Data System (NSLDS) to students and parents, H.R. 6 re-
quires the Secretary to modify NSLDS to permit borrowers to use
the system to identify the current holders and servicers of the bor-
rower’s student loans. The Committee directs the Secretary to
make these changes within one year of enactment of H.R. 6.

Quality assurance and regulatory simplification

The Committee recognizes the continued success of the Institu-
tional Quality Control Pilot Project which has been authorized
since 1985. The Committee is supportive of efforts to reduce the
regulatory burden placed on schools, and believes the project has
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proven to be a good method of focusing institutional resources on
areas most in need of improvement, which encourages better man-
agement of student aid programs and reduced student aid process-
ing errors.

However, the Committee is concerned with past attempts by the
Secretary to waive certain statutory provisions within the experi-
mental sites program without the statutory authority to do so, and
to approve participation more as a favor to certain schools than as
a useful or valuable experiment. H.R. 6 therefore clarifies the Com-
mittee’s intent that the Secretary may only waive regulations
issued under Parts A, B, C, D, E, and G, and may not waive a stat-
utory requirement.

Distance education demonstration programs

The bill creates a new section 487B that authorizes the Secretary
to permit distance education demonstration programs. Distance
education is emerging as an increasingly important component of
higher education. The types and num%ers of institutions offering
distance education courses and programs are dramatically expand-
ing, and the methods of delivering distance education are rapidly
evolving. Distance education holds the promise of expanding access
to higher education at a time when the number of postsecondary
students will be expanding, including those seeking retraining and
those in rural communities without access to local colleges and uni-
versities. Distance education may also help institutions to control
costs by more efficiently using their educational ability to offer dis-
tance education programs and courses. There are provisions in. the
HEA .designed to control fraud and abuse in distance education
programs, and the Committee believes that these programs and
courses must be carefully monitored to protect against such occur-
rences.

Accordingly, the bill authorizes the Secretary to exempt carefully
selected institutions from provisions in the Act which inhibit their
ability to offer distance education effectively. In these controlled
circumstances, the potential of distance education can be tested
without unduly increasing the risk of fraud and abuse. The Com-
mittee wishes to emphasize that, in selecting institutions to partici-
gate, the Secretary should accept a broad range of institutions re-

ecting the diversity in higher education. In order to help ensure
that only quality institutions and programs participate, institutions
must be reviewed and accredited by, or have achieved pre-accredi-
tation candidacy or equivalent status from an agency whose rec-
ognition includes assessment of distance education programs and
courses as a precondition for participation.

Garnishment requirements/administrative subpoena author-
ity .

One of the most important issues confronted by the Committee
during every reauthorization of the Higher Education Act is ensur-
ing the integrity of the Federal loan and grant programs. In order
to improve our efforts to collect on defaulted loans, H.R. 6 contains
a provision increasing the percentage of a borrower’s wages that
can be garnished to 15 percent. In addition, H.R. 6 gives the Sec-
retary the authority to issue administrative subpoenas. In granting
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this authority, the Committee intends to give the Secretary another
tool to use in investigating fraud and abuse of the programs under
this Title. :

Advisory committee on student financial assistance

The Committee notes that the existence of an independent Advi-
sory Committee on Student Financial Assistance has been of great
value in assisting in the evaluation of policies regarding student fi-
nancial assistance and the administration of our Federal student fi-
nancial aid programs. In this regard, the Advisory Committee has
served both Congress and the Administration well. In order to
broaden the perspectives represented on the Advisory Committee,
H.R. 6 increases the Committee membership from the current 11
members to 15 members. In addition, when the Advisory Commit-
tee was created, the wide use of electronic formats for the publica-
tion of reports and other documents was not envisioned. H.R. 6 ex-
pands the current exemption enjoyed by the Advisory Committee
from Secretarial review of its reports to those published in elec-
tronic form.

In addition, H.R. 6 gives the Advisory Committee three new re-
sponsibilities. Specifically, the Advisory Committee shall evaluate
and monitor: the modernization of the student financial aid sys-
tems and delivery process; the implementation of a Performance
Based Organization within the Department to run the day to day
operations of the student financial assistance programs; and the
methods for disseminating information about programs under this
title.

Meetings and negotiated rule making

Throughout the reauthorization process, the Committee has
heard a great deal of frustration from participants in the Title IV
programs over the way in which the Secretary formulates and
issues regulations. In order to give program participants meaning-
ful input into the regulatory process, H.R. 6 strengthens the provi-
sions for regional meetings and negotiated rule making in the de-
velopment and revision of regulations on this Title. The Committee
expects the individuals and groups involved in this negotiation to
include representatives of all types of participants in the student
financial assistance programs. The Committee further expects that
the Secretary will take the advice of these participants seriously.

In strengthening the negotiated rule making process, the Com-
mittee has added a provision requiring the Secretary to keep a
transcript of these sessions. This requirement has been added be-
" cause of reports that the Committee received that in previous nego-
tiations, there have been a number of instances where consensus
was reached on changes needed to proposed regulations only to be
ignored by the Department’s representatives. Finally, the Commit-
tee expects the Secretary to conduct negotiated rule making ses-
sions in a timely manner in order to meet deadlines imposed under
the master calendar and Section 481 (g) of the General Education
Provisions Act. The Committee intends for the negotiated rule
making process to apply not only to new regulations stemming
from the enactment of this Act, but for all revisions to the Sec-
retary’s regulations for Title IV programs.
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Sense of the committee regarding college admissions policies

A growing number of Americans are receiving their elementary
and secondary education in non-public, private, or non-traditional
settings. These programs are a valuable part of our nation’s efforts
to prepare its youth for the demands of society at the edge of a new
century.

For example, the Committee recognizes that home schooling is
one of the fastest growing education movements in the country,
with  an estimated 1.5 million students being taught at home by
their parents. Home schooling is presently a legal option in all 50
states. Home schools comply with states’ compulsory attendance
laws through specific home school provisions or through provisions
applying to private schools.

In addition, there are numerous private and religious schools
across the nation. These schools also comply with State compulsory
attendance laws and teach the core curriculum required by the
State. Students educated in these schools generally graduate with
all the requirements of a college preparatory diploma, normally
have a record of nationally standardized achievement scores well
above the national average, and very often graduate with grade
point averages high enough to be accepted by most colleges if their
school had been State or regionally accredited.

Research indicates that children educated in non-public, private,
and non-traditional settings perform well in relation to their peers
nationwide. A 1994 study of standardized test scores of 16,000
home-educated students found their mean performance in language
skills at the 79th percentile nationwide and their mean perform-
ance in mathematics at the 73rd percentile. Overall, more than
half (54.7 percent) of the students studied achieved national scores
in the top quarter of the population.

The most recent report of the annual nationally standardized
achievement testing program for the American Association of
Christian Schools (AACS) indicated that these students placed in
the top 10 percent of students that took the test nationwide (in-
cluding students from both public and private schools). These re-
sults also showed that students from AACS affiliated schools were
on average more than one grade level ahead of the national aver-
age.

The Committee further notes research that found home-educated
students performing above the national average on the American
College Test (ACT), as well as studies indicating that the collegiate
grade point average of home-educated students sampled is higher
than the mean grade point average of their respective institutions.

However, the creative alternatives of non-traditional and individ-
ualized training frequently do not offer a seamless fit with tradi-
tional transcript formats and admission standards. Moreover, many
colleges and universities have yet to address this emerging issue.
In a 50-state survey of colleges conducted by the Home School
Legal Defense Association, it was discovered that 96 percent of col-
leges sampled had at least one and sometimes more than 200 home
educated graduates enrolled, but only 44 percent of these institu-
tions had a verbal or written admission policy regarding home-edu-
cated students. -
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The Committee is aware that many colleges and universities now
require applicants from non-public, private, or non-traditional sec-
ondary programs (including home schools) to submit scores from
additional standardized tests (typically, the General Educational
Development (GED) or Scholastic Aptitude Test subject area ex-
aminations [SAT-II]) in lieu of a transcript/diploma from an ac-
credited high school. Historically, SAT II has been required when
students seek advanced placement in specific subject areas. How-
ever, it is the understanding of the Committee that SAT II was not
designed for, and until recently was not used to determine college
admissions. Given that standardized test scores (ACT or SAT) and
portfolio- or performance-based assessments may also provide a
sound basis for an admission decision regarding these students, the
Committee recommends that colleges and universities consider
using these assessments for applicants educated in non-public, pri-
vate, or non-traditional programs rather than requiring them to
undergo additional types of standardized testing. Requiring addi-
tional testing only of students educated in these settings could rea-
sonably be seen as discriminatory, and Members of the Committee
are concerned that such practices could have the effect of discour-
aging these students from applying to certain institutions.

As the number of students from non-public, private, and non-tra-
ditional settings continues to grow, institutions of higher education
and their governing entities must seriously consider addressing
this issue if they have not already done so. For example, the State
of North Carolina has adopted legislation stating that students
from lawfully operating non-public, private, and non-traditional
programs shall not be required to take additional admission tests
if they otherwise qualify for admission. Similarly, the State of New
Mexico now has a law stating that students from non-public, pri-
vate, and non-traditional educational programs-shall not be re-
quired to supply a GED credential for admission if they provide
qualifying admission test scores.

The Committee believes that college admissions should be deter-
mined based on the academic ability of the student and not the ac-
creditation status of the school in which he or she received a sec-
ondary education. Accordingly, it is the sense of the Committee
that in determining requirements for admission, an institution of
higher education that receives Federal funds shall make every ef-
fort to evaluate and treat applicants from non-public, private, and
non-traditional educational programs fairly and in a non-discrimi-
natory manner. The Committee further urges institutions of higher
learning to adopt admission policies that reflect the sense of the
Committee, and to engage in a dialogue with providers of non-pub-
lic, private, and non-traditional educational programs regarding ad-
mission policies that will best serve the educational interests of
their graduates. The Committee expects that institutions receiving
Federal funds under the Higher Education Act will not discrimi-
nate against students educated in non-public, private, or non-tradi-
‘tional settings (including religious and home schools) in their ad-
missions policies.
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Part H, program z:ntegrity

State Postsecondary Review Program

The last reauthorization of the Higher Education Act created
new State Postsecondary Review Entities (SPREs). The goal of
these provisions was to enhance the integrity of the student finan-
cial assistance programs, but to do so in a way that did not in-
crease Federal control. However, after enactment, it became appar-
ent that adding another regulatory entity on top of the Department
of Education, regional and national accrediting agencies, and other
State regulatory agencies was unnecessary. The SPREs rep-
resented an unnecessary and overly burdensome intrusion on the
autonomy of institutions of higher education. In reauthorizing the
Higher Education Act, it is the goal of the Committee to reduce the
regulatory burden- placed on all participants in the Title IV pro-
grams. H.R. 6 therefore repeals the authorization for the SPREs.
In taking this action, the Committee notes that States have a num-
ber of options in overseeing institutions within their boundaries in-
cluding State Higher Education Boards and State licensing agen-
cies. The Committee expects States to continue to use these entities
to ensure the integrity of 1nst1tut10ns operating within their bound-
aries. .

Accrediting agency recognition

In proceeding with the reauthorization, one of the goals of the
Committee has been to ensure the quality of the programs that are
eligible for Federal financial assistance. The Committee recognizes
that assessments of educational quality have historically been
made by private accrediting organizations, and the Committee sees
no need to give the Secretary increased authority in this area. H.R.
6 amends the criteria for which the Secretary may recognize ac-
crediting bodies by including distance learning as an integral part
of the accrediting agency’s assessment of the quality of the institu-
tion in a range of areas. H.R. 6 also clarifies that new sites offered
through telecommunications for programs previously included in
the scope of accreditation approval need not be subjected to on-site
visits.

The Committee wishes to underscore the importance of edu-
cational quality in the accreditation of programs and of institutions
participating in Title IV. Most importantly, the Committee intends
that the quality of an institution’s education continue to be evalu-
ated by voluntary accrediting organizations.

Regarding the rapidly emerging programs of distance learning,
the Committee wishes to provide Title IV support only to quality
programs while avoiding Federal control over program content. Vol-
untary accreditors working with the academic leaders and faculties
of each institution have always seen to the assurance of edu-
cational quality. It is the understanding of the Committee that ac-
crediting associations have been dealing with distance learning
programs for many years, and that they are developing new ap-
proaches and procedures to address the new forms of distance edu-
cation.

EKC - Io1

wll Toxt Provided by ERIC




149

Eligibility and certification procedures

Ensuring that institutions participating in Title IV programs
have the financial capability to meet their obligations is an impor-
tant protection for America’s students. However, it quickly became
clear to the Committee that regulations promulgated by the De-
partment in this area would not only impact schools in troubled fi-
nancial condition, but could actually endanger the participation of
schools that had been in existence in excess of 100 years, and that
could reasonably be expected to remain solvent for decades to come.
H.R. 6 clarifies the definition of financial responsibility for the pur-
pose of eligibility and certification to focus on preventing precipi-
tous closures, ensuring compliance, and meeting financial obliga-
tions. H.R. 6 also clarifies that the Secretary should take into ac-
count the differences in accounting practices applicable to public,
private, and for-profit institutions when assessing financial respon-
sibility. Finally, H.R. 6 directs the Secretary to develop an appro-
priate and cost effective process for determining financial respon-
sibility that is not duplicative of other assessments.

The Committee recognizes another important aspect of protecting
students is to ensure that schools participating in Title IV pro-
grams are able to administer these programs effectively. H.R. 6
clarifies the procedures used by the Secretary for assessing the ad-
ministrative capability of schools relating to the approval, disburse-
ment and delivery of Federal financial assistance.

The Committee is cognizant of the often-duplicative regulato
burdens placed on institutions by the Department and their accred-
iting bodies. H.R. 6 eliminates this duplication by requiring the
Secretary to prioritize when making on-site visits and to coordinate
those visits with accreditation visits.

Under current law, an eligible institution that undergoes a
change in ownership resulting in a change of control must reapply
for a determination of its eligibility under the new ownership to
continue to participate in Title IV programs. The period of review
commonly takes from 60-120 days, and during that period students
lose access to their Title IV funds. This gap in funding can be very
disruptive to students and institutions. In cases where the approval
takes longer than the payment period, the interruption can result
in den(}i'ing eligible students the Pell Grant aid to which they are
entitled.

H.R. 6 changes the existing practice by providing that Title IV
eligibility is continued on a provisional basis after a preliminary
Department review, provided the institution files a materially com-
plete application for approval within 10 days of the transaction.
The provisional certification would ordinarily expire at the end of
the month following the month it was granted, Eut would be con-
tinued on a month-to-month basis in cases where the final decision

_of the Secretary has not been issued.

Program review and data

Program reviews by the Secretary are an essential component in
ensuring the integrity of the Federal student financial assistance
programs. However, if implemented in the standard “Washington
knows best, one-size-fits-all” approach, they can pose an undue bur-
den on institutions of higher education. H.R. 6 attempts to remedy
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this by requiring the Secretary to prioritize when selecting institu-
tions for program reviews. Criteria include significant fluctuations
in student loan volume or Pell Grant awards, reports to the Sec-
retary of deficiencies by either the State or the institution’s accred-
iting body, and indications of high dropout rates. The Secretary
may also prioritize reviews base§ on other factors, as he deems
necessary. H.R. 6 also requires the Secretary to review the regula-
tions of the Department and to ensure the uniformity of their inter-
pretation and application. When conducting this review, the Sec-
retary must consult with representatives of institutions participat-
ing in the Title IV programs. ‘

TITLE V—DEVELOPING INSTITUTIONS

H.R. 6 creates a new Title V, titled Developing Institutions, and
transfers the provisions specifically addressing Hispanic-Serving
Institutions from Title III to the newly established Title V. Many
of the provisions included in this Title have been adopted from
H.R. 2495, introduced by Representative Hinojosa (D-TX) last fall.

Qualified institutions under the new Title V include eligible in-
stitutions having an enrollment of at least 25 percent Hispanic stu-
dents of which 50% of those students must be from low-income
families. Institutions receiving aid under this Title are authorized
to use such funds for the same purposes currently allowed under
Title IIT of the Higher Education Act. In addition to the currently
authorized activities, institutions may also use such funds for im-
proving and expanding graduate opportunities for their students.

Funds received under this Title are to be used to strengthen in-

- stitutional, academic and fiscal resources and to increase services

for Hispanic and other low-income, educationally disadvantaged
students. In applying for funds under this Title, an institution will
be required to include a 5—year plan for improving assistance pro-
vided by the institution to Hispanic and other low-income students.
Of particular importance to the Committee is the authority of the
Secretary to give priority to applicants that will be working with
local organizations to reduce dropout rates and improve academic
achievement. During the reauthorization hearings, statistics pre-
sented to the Committee indicated that the dropout rate for His-
panic students is a serious problem in this country.

The Developing Institutions Program under this title is author-
ized to be appropriated at $80,000,000 for fiscal year 1999 and such
"sums for each of the succeeding 4 fiscal years. The Committee in-
tends that the provisions transferred from Title III retain all cur-
rently applicable legislative and regulatory rules and regulations,
as they apply to Title III, including regulatory determinations, ad-
ministrative interpretations and guidance. '

TITLE VI—INTERNATIONAL AND GRADUATE EDUCATION PROGRAMS

Title VI has been separated into two distinct Parts in H.R. 6.
International education programs are included under Part A, while
graduate education programs are included under Part B. :
Part A, international education

The international education programs of Title VI, along with the
Fulbright-Hays Act, has been the primary response of the Federal
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Government’ to meeting the Nation’s need for international exper-
tise. The Title VI programs were originally introduced as part of
the National Defense Education Act of 1958 enacted at the high
point of the Cold War. Title VI funds induce universities to create
and support high quality graduate training and research programs
that produce well-trained specialists whose expertise spans the
globe. These foreign area experts who graduate from Title VI cen-
ters staff government agencies, international organizations, and
university centers and produce research that sets new standards of
quality and coverage.

In order to expand and enhance the Nation’s capacity in inter-
national studies and foreign languages, Title VI also authorizes
cost effective programs at the undergraduate level. The amend-
ments contained in H.R. 6 are designed to strengthen the capacity
of Title VI programs to better address the Nation’s current and fu-
ture needs for international competence. H.R. 6 amends Title VI
throughout in order to refine the title further so that the Nation’s
need for international education is met.

Subpart 1, international and foreign language studies

H.R. 6 amends the list of authorized activities that may be un-
dertaken by national resource centers. In addition to the currently
authorized activities, H.R. 6 requires such centers to:

Support the instruction of foreign languages and offer courses
that cover the subject area or topic applicable to the national
center; :

Sgpport teaching and the acquisition of research materials;
and, :

Support outreach programs with state and local educational
agencies, government, and business.

Title VI has created a small but competent system of centers pro-
ducing specialized faculty, international research, and a corps of
international experts. The Committee strongly encourages the Sec-
retary to promote interactive linkages among the national resource
centers, state and local educational agencies, professional schools
and colleges, government and business. The Committee views these
linkage and outreach functions as an increasingly important role
for the centers which serves the national interest.

H.R. 6 continues the authority for institutions to provide fellow-
ships to graduate students who are undergoing advanced training
in any center or program approved by the Secretary.

In addition, H.R. 6 expands the activities which may be con-
ducted by a language resource center to include the operation of in-
tensive summer language institutes to train advanced foreign lan-
guage students, provide professional development and improve lan-
guage instruction through preservice and inservice language train-
ing for teachers. However, the Committee believes there is still a
need for a more systematic approach to addressing the needs of the
less commonly taught languages. The Committee urges the Sec-
retary to encourage the assessment of those needs and the cultiva-
tion of cost effective ways to meet those needs. For example, the
Secretary may allow some centers to focus on geographic areas or
language groups, utilize technology to organize and provide wide
access to teaching materials, and encourage collaborations with the
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less commonly taught language community and other Title VI
grant recipients with similar missions.

The allowable use of grant funds awarded to undergraduate
international and foreign language programs has been expanded to
include activities such as, establishing linkages overseas with insti-
tutions of higher education; conducting summer institutes in for-
eign area and other international fields to provide faculty and cur-
riculum development; and developing partnerships with the private
sector, government and elementary and secondary schools in order
to enhance international knowledge and skills. The Committee rec-
ommends that the Secretary promote support for undergraduate
international education by outreach to undergraduate institutions.
In order to encourage institutions of higher education to support
undergraduate international relations and foreign language pro-
grams, a provision was included in H.R. 6 that authorizes the Sec-
retary to use no more than 10% of the funds appropriated for this
Part for undergraduate programs. The Committee also included an
optional, non-Federal match of one-third cash from the private sec-
tor to encourage more applicants to leverage funding from private
sector corporations and foundations.

H.R. 6 replaces the current program for periodical and other re-
search materials published outside of the United States with a new
technological innovation and cooperation for foreign information ac-
cess program. The purpose of the program is to develop innovative
techniques or programs using new electronic technologies to collect,
organize, preserve and widely disseminate information on world re-
gions and countries that address the nation’s teaching and research
needs in international education and foreign languages. This kind
of program is timely as universities and libraries are faced with es-
calating costs for access to international resources and an increas-
ing demand for international information, teaching and research
materials in a wide variety of disciplines.

H.R. 6 also includes a new subsection designed to encourage the
Secretary to provide grant funds to help establish new overseas re-
search centers. If the Secretary determines that there are no quali-
fied applications for a new center, the funds may be distributed to
the existing centers.

Part A is authorized to be appropriated at $80,000,000 for fiscal
year 1999 and such sums for the four succeeding fiscal years.

Subpart 2, business and international education programs

The Business and International Education Programs are contin-
ued in their current form with one modification. For purposes of
membership on the advisory council required in order to apply for
grant funding, the Committee makes specific mention of including
a representative of a community college in the region served by the
center when selecting representatives from institutions of higher
education. Centers for International Business Education are au-
thorized to be appropriated at $11,000,000 for fiscal year 1999 and
such sums as may be necessary for the four succeeding fiscal years.
“Education and Training programs are authorized to be appro-
priated at $7,000,000 for fiscal year 1999 and such sums as may
be necessary for the four succeeding fiscal years.
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Subpart 3, Institute for International Public Policy

H.R. 6 expands the current authority of The Institute for Inter-
national Public Policy to operate several new programs designed to
promote careers in international affairs: The programs include:

A summer abroad program in addition to the existing junior
year abroad program,;

A postbaccalaureate internship program to assist students in
preparing for a master’s degree program; and,

An institutional development program to enable eligible col-
leges and universities to strengthen international affairs pro-

ams.

Tl;:i; Subpart 3 is authorized to be appropriated at $10,000,000
for fiscal year 1999 and such sums as may be necessary for the four
succeeding fiscal years. i .

Subpart 4, general provisions

H.R. 6 amends General Provisions to repeal a provision titled
Preservation of Pre-1992 Programs. This provision has served to
limit the number of new programs which have been created under
Title VI due to a prohibition on funding new projects unless fund-
ing in effect for pre-existing programs is equal to the 1992 fiscal
year level. The Committee believes the Secretary of Education
should be free to evaluate applications and fund those programs
that meet the objectives and priorities of the Federal Government
applicable at that time.

Part B, Graduate Assistance in Areas of National Need (GAANN)

H.R. 6 transfers the current Graduate Assistance in Areas of
National Need Program (GAANN) from Title IX to Title VI and
makes minor modifications to the program. H.R. 6 continues the
current focus of GAANN by providing assistance to students of su-
perior ability who demonstrate financial need. The designation of
areas of national need will remain the responsibility of the Sec-
retary of Education after consultation with appropriate Federal
and nonprofit agencies and organizations.

H.R. 6 repeals the existing Patricia Roberts Harris Fellowship
Program-and the Jacob K. Javits Fellowship Program which have
been funded through the GAANN appropriation. H.R. 6 directs the
Secretary to make continuation awards to recipients of awards
under those programs as well as recipients under GAANN as in ef-
fect prior to enactment of H.R. 6 in order to allow students to com-
plete their programs of study.

GAANN is authorized to be appropriated at $40,000,000 for fiscal
year 1999 and such sums as necessary for the four succeeding fis-
cal years. '

TITLE VII—CONSTRUCTION, RECONSTRUCTION, AND RENOVATION OF
ACADEMIC FACILITIES

Title VII provides for a straight extension of Part B, the Histori-
cally Black College and University Capital Financing Program, for
FY 99 and the four succeeding fiscal years.

Title VII also provides for a straight extension of Part C, Loans
for Construction, Reconstruction, and Renovation of Academic,
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Housing and Other Educational Facilities, for FY 99 and the four
succeeding fiscal years. Although no loans have been made under
this program since 1993, the Department of Education is respon-
sible for oversight and management of the loans made in previous
years.

Part A of Title VII, Improvement of Academic and Library Facili-
ties is repealed in H.R. 6.

TITLE VIII—ADDITIONAL PROVISIONS

In keeping with the Committee’s goal of strengthening opportuni-
ties for all Americans to obtain an affordable, high quality post-
secondary education, Title VIII of H.R. 6 contains requirements
that the Department of Education and the General Accounting Of-
fice conduct a number of studies on issues relating to postsecond-
ary education. Title VIII also contains provisions to provide parents
and students with better information on making informed decisions
about preparing for college. By including these provisions, the Com-
mittee hopes that well-informed consumers will create market com-
petition among institutions of higher education, thus keeping col-
leges accountable and higher education affordable.

Study on transfer of credits

The Committee is concerned about reports of policies that may
prevent the transfer of credits between colleges and universities
and shorter course programs. While it is not the intent of the Com-
mittee to impose transfer of credit policies on institutions, the Com-
mittee is concerned that some accrediting bodies may be adopting
transfer of credit policies that could adversely impact students.
While little concrete data is available, the Committee has heard re-
ports that many students must repeat coursework at their new in-
stitution in order to obtain credit towards a postsecondary degree,
thus increasing their costs of attendance and in some cases student
loan burden. .

Section 801 requires the Secretary of Education to conduct a
study evaluating the policies and/or practices instituted by recog-
nized accrediting agencies or associations regarding the transfer of
credits from one institution of higher education to another. Specifi-
cally, this study will look at the effects of such policies on students
wishing to transfer and will include the additional time and ex-
pense that is incurred by these students, the extent to which Fed-
eral student financial aid is awarded for the duplication of
coursework, and the aggregate cost to the Federal Government.

It is the Committee’s hope that this study will provide insight
into the effects of different policies adopted by accrediting agencies
or associations and provide specific recommendations for the rec-
ognition of accrediting bodies which might save students time and
money.

Study of market mechanisms in Federal student loan programs

In recent years, the Committee has been called upon on several
occasions to recommend methods of reducing the costs of the stu-
dent loan programs. The Committee is concerned that any such
changes be made in such a way as to ensure continued participa-
tion of the private sector in these vital programs. Currently, the
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Federal Family Education Loan (FFEL) program is a market-based
program with private sector participation. However, to a large ex-
tent lender returns are set through a political process rather than
a market process. This is disturbing for two reasons. First, if lender
yield is set too low, private capital will become unavailable, and the
student loan programs will collapse. Second, if the rate of return
is set too high, the Federal Government forgoes savings that could
be put to better uses or returned to the taxpayer. The difficulty of
determining the appropriaté yield became most apparent during
this reauthorization as the Committee struggled with the 1998 in-
terest rate problem. ‘

In contrast, the Direct Student Loan Program, which has no
market forces operating within it has been plagued with manage-
ment problems, including a complete shutdown of the Direct Con-
solidation Loan process. As the Committee worked to solve the in-
terest rate issue, it became very clear that no one believed the Di-
rect Loan Program- could absorb all the student loan volume cur-
rently handled by private sector participants in the FFEL Program.

Section 802 requires the Comptroller General to conduct a study
of the potential use of an auction mechanism or other market based
mechanism for the delivery of Federal student loans. In conducting
this study, the Committee expects that the Comptroller General
will pay special attention to methods of ensuring continued access
for all borrowers. The Committee also expects that any rec-
ommendations for moving to a new system will be accompanied by
a transition plan to ensure that no disruption in loan availability
occurs. The Comptroller General is to issue his report within two
years after the date of enactment of H.R. 6.

Improvements in market information and public accountability in
higher education

One consistent concern that the Committee heard from parents
and students was that the cost of attending college was rising too
quickly. As part of this concern the Committee passed into law, the
Cost of College Review Act of 1997, establishing the National Com-
mission on the Cost of Higher Education. This Commission was
tasked with studying the reasons why college tuitions were increas-
ing so rapidly and to make specific recommendations as to how
these increases could be brought under control. One of the Commis-
sion’s findings was that timely, accurate, reliable and understand-
able information on college costs and prices was not readily avail-
able to the public.

Section 803, which was added as an amendment offered by Rep-
resentatives McKeon (R-CA) and Castle (R-DE), requires the Sec-
retary of Education to work with colleges and universities to de-
velop a clear set of standards for reporting college costs and prices.
It specifically requires the Secretary to redesign his collection of in-
formation on college costs and prices to make it more useful and
timely to the public. It is the Committee’s belief that these changes
will allow students to make more informed choices about the level
of education they pursue by requiring the Secretary to collect sepa-.
rate data on the costs and price of both undergraduate and grad-
uate education. It will also help parents and students make in-
formed decisions about the schools they choose by requiring the
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Secretary to make available for all schools, on a yearly basis, infor-
mation on tuition, price and the relationship between tuition in-
creases and increases in institutional costs.

It is the understanding of the Committee that the Secretary al-
ready collects the data required to implement Section 803. To the
extent practicable, the Committee intends that the Secretary re-for-
mat and re-configure data already collected from institutions of
higher education and make this data more widely accessible and
useful to parents and students. It is not the intent of the Commit-
tee to require or preclude the Secretary from collecting new or ad-
ditional data from institutions of higher education.

Differential regulation. ,

This provision, also added by the McKeon/Castle amendment,
provides for a report by the Comptroller General on the extent to
which unnecessary costs are imposed on colleges and universities
as a consequence of requiring them to abide by the same regula-
tions as industrial or commercial entities. For example, in its re-
port, the Cost Commission noted that some institutions of higher
education which might have grams of certain chemical substances
on their campuses are often held to the same Federal regulations
as industrial entities which might work with tons of the same sub-
stance. The Committee is supportive of regulatory reductions that
can provide cost savings to institutions, as long as health and safe-
ty are not jeopardized. However, the Committee fully expects that
any savings attained in this area will be passed on to America’s
students and families through lower tuitions.

Annual report on cost of higher education

Finally, the Committee notes that tuition increases have to an
extent moderated in recent years, they are still increasing at close
to twice the rate of inflation. In its report, the Commission con-
cluded that in the long run, if colleges do not reduce their cost,
prices cannot be contained without sacrificing either quality or ac-
cess.

Section 805 directs the Comptroller General to conduct an ongo-
ing study of college costs and tuition increases, and to report his
findings to Congress on a yearly basis. In this way, the Committee
will continue to track the progress made by colleges and univer-
sities in reducing their costs and tuition increases.

Repeals of previous higher education amendments provisions

Section 806 repeals a number of unfunded programs, studies,
and commissions. Specifically, these include Secretarial Studies
and Evaluations enacted by the Higher Education Amendments of
1986, General Accounting Office Reports, a study of the Costs of
Postsecondary Education, a National Academy of Sciences Study,
the Alien Youth Education Opportunity Panel, the Carl Albert Con-
gressional Research and Studies Center, Studies by the Depart-
ment of Education, the National Commission on Independent High-
er Education, the National Commission on the Cost of Higher Edu-
cation, the National Center for the Workplace, the National Clear-
inghouse for Postsecondary Education Materials, the School Based
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Decision Makers Program, Grants for Sexual Offenses Education,
and the Olympic Scholarships Program.

Limitation
Section 807 specifically prohibits Federal funds from being made

available to the National Board for Professional Teaching Stand-
ards.

TITLE IX~—~AMENDMENTS TO OTHER LAWS

Part A, Education of the Deaf Act

H.R. 6 amends the Education of the Deaf Act (EDA) by extending
the authorization for that Act through fiscal year 2003 and making
other changes. The Committee felt that the Education of the Deaf
should be considered when the Higher Education Act was reauthor-
ized since most of the Education of the Deaf Act authorizes two
higher education institutions: Gallaudet University and the Na-
tional Technical Institute for the Deaf. Given the enormous impor-
tance of education to the future success of all Americans, the Com-
mittee affirms our long-standing commitment to programs targeted
to people who are deaf or hearing impaired through the extension
of the Education of the Deaf Act. '

The Committee identified a need to enhance communication be-
tween the Secretary and Gallaudet University. To accomplish this,
the Committee has made the Department of Education’s liaison to
Gallaudet University an ex-officio member of its Board of Trustees.
The Committee believes that this addition will enhance the flow of
information between the University and the Department, and
thereby promote coordination between the University’s varied ac-
tivities and other programs that the Department oversees. '

The 1992 amendments to the Education of the Deaf Act incor-
porated the procedural safeguards specified in the Individuals with
Disabilities Education Act into the requirements for Gallaudet’s el-
ementary and secondary education programs. The 1998 Amend-
ments update these references by citing the Individuals with Dis-
abilities Education Act Amendments of 1997 (P.L. 105-17). These
references include new provisions from P.L. 105-17 relating to me-
diation, placement in alternative educational settings, and transfer
of parental rights at age of majority. ‘

Because tracking of the costs associated with Gallaudet’s various
national mission activities and the operations of the elementary
and secondary programs has been problematic, the Committee
added language relating to the University’s audit requirement stip-
ulating that the costs for these activities must be separately identi-
fied. The Committee adds this requirement in the spirit of good
stewardship for the resources targeted for the programs under its
jurisdiction, not because of any concerns about mismanagement at
Gallaudet. ]

During the. July 15 hearing, the Committee heard testimony re-
lating to improving the endowment programs at Gallaudet and
NTID. The 1992 EDA Amendments added a new requirement that
the institutions contribute $2 from non-federal funds for every Fed-
eral dollar in excess of $1 million. The unintended effect of this
change has been to discourage private contributions beyond the $1
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million level. Therefore, the Committee decided to return to a dol-
lar-for-dollar match. However, the Committee now stipulates that
non-federal contributions can be matched with Federal funds only
in the fiscal year in which they are raised. It further clarifies that
the University and NTID have an on-going responsibility to keep
records of income generated from their federal endowment funds
from the prior year. Authorization for the Federal endowment pro-
grams are extended through fiscal year 2003.
In reviewing legislation under its jurisdiction over the past two
i\;ears, the Committee has typically repealed programs that have

een authorized, but not funded. Consistent with this practice, the
Committee has repealed the unfunded scholarship program in sec-
tion 208 of the EDA for individuals who are deaf preparing for ca-
reers in deaf education or special education at institutions with
teacher training programs in deaf education or special education.

Responding to testimony regarding unused capacity at both Gal-
laudet and NTID, the Committee chose to repeal the current 10
percent enrollment cap on international students at both institu-
tions. The Committee also established the requirement that no

ualified United States citizen will be denied admission to Gallau-
et or NTID. While the Committee considered increasing the
. amount of the tuition surcharge paid by international students, the
Committee chose to maintain the current international surcharge
at 90 percent of base tuition to address concerns raised by the in-
stitutions about a possible decrease in enrollment resulting from
higher international student surcharges. However, the Committee
also believes that the current surcharge is not a financial barrier
for international students, noting that the current international
student tuition (including the surcharge) at Gallaudet, for example,
is $11,200—about one-half of the tuition charged to students at
other private universities in the District of Columbia.

The Committee extends authorization of appropriations for Gal-
laudet University, its elementary and secondary programs, and
NTID through fiscal year 2002. However, in recognition of the
greater revenue that the institutions will receive from lifting the
cap on the enrollment of international students and from growth
in the institutions’ endowments, the Committee has included spe-
cific authorizations for each fiscal year through 2003. These author-
ization levels reflect the Administration’s budget requests for the
institutions in 1999, and are annually increased by 1.5 percent in
fiscal year 2000 through 2003. In the case of NTID, the authoriza-
tion levels also reflect the projected additional costs for NTID’s ren-
ovation of dormitory facilities.

Part' B, Extension and Revision of Indian Higher Education Pro-
grams

The Committee has extended all provisions of the Tribally Con-
trolled Community College Assistance Act and the Navajo Commu-
nity College Act. This continues the practice of insuring that these
programs have the same reauthorization schedule as other Higher
Education programs.

The Committee has included three important changes in current
law regarding the Tribally Controlled Community College Assist-
ance Act:
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The Act will henceforth be known as the Tribally Controlled
College and University Assistance.Act, and all references in
current law to “community colleges” will be changed to “col-
leges and universities” and the word “college” would be
changed to “institution.” This is done to reflect more accurately
the makeup of tribally controlled institutions of higher edu-
cation;

There is a provision requiring the Secretary of Education to
work with the Tribal Colleges and Universities to establish a
national accreditation agency that would have a specific focus
on the concerns of these institutions; and,

The base per-Indian student funding contained in the Trib-
ally Controlled Colleges Universities Act would be increased
from $5,820 to $6,000 and the overall authorization for grants
to Tribally Controlled Colleges and Universities would be in-
;:_reased to $40 million to reflect the increase in the per student
igure.

TITLE X—FACULTY RETIREMENT INCENTIVES

Title X amends the Age Discrimination in Employment Act of
1967 (ADEA) to clarify that it is permissible for colleges and uni-
versities to offer voluntary early retirement incentives to tenured
faculty that are in part age-based. Title X is identical to the bipar-
tisan bill H.R. 3473, the Faculty Retirement Incentive Act. The
Subcommittee on Employer-Employee Relations held a hearing on
early retirement incentives in higher education on May 22, 1997.

Currently, tenured faculty members of most colleges and univer-
sities are covered by defined contribution retirement plans, which
generally offer greater financial incentives to remain employed
than to retire. In addition, the unique nature of the tenure contract
limits an institution’s ability to respond to problems arising from
the impact of age on employment. Prior to January 1, 1994, Section
12 of the ADEA permitted the mandatory retirement at age 70 of
tenured faculty at institutions of higher education. In addition,
some institutions offered age-based retirement incentives to encour-
age voluntary retirement of tenured faculty before age 70. The abil-
ity to offer these incentives is now increasingly important to col-
leges and universities as a result of (1) the recent expiration of the
"ADEA’s mandatory age 70 retirement provision; (2) increased budg-
et pressures that are aggravated by the significant salary differen-
tial between long-term and entry-level faculty members; (3) an in-
creasing need to respond to changing academic needs, including
necessary hires in new and existing fields; and (4) a desire for cost-
effective methods of providing faculty members who would like to
retire at earlier ages the financial ability to do so.

The National Academy of Sciences study that was commissioned
by Congress to examine the issue of “uncapping” the mandatory
age 70 retirement provision assumed the availability of age-based
voluntary early retirement incentive plans when it concluded that
the mandatory retirement provision should be allowed to expire.

In addition, the bipartisan National Commission on the Cost of
Higher Education included this legislative initiative in its January
1998 recommendations to check the skyrocketing cost of a college
education. The Commission recommended that “Congress enact a
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clarification to the Age Discrimination in Employment Act to en-
sure that institutions offering defined contribution retirement pro-
grams are able to offer early retirement incentives to tenured fac-
ulty members.”

In section 4(f)(2)B)(ii) of current law, ADEA provides that “vol-
untary early retirement incentive plans consistent with the rel-
evant purpose or purposes of the Act” do /not violate the ADEA’s
prohibition against age discrimination in “compensation, terms,
conditions, or privileges of employment” contained in Section
4(a)1). The relevant purposes of the Act are set forth in Section
2(b): “to promote employment of older persons based upon their
ability rather than age; to prohibit arbitrary age discrimination in
employment; and to help employers and workers find ways of meet-
ing problems arising from the impact of age on employment.”

The legislative history of the Older Workers Benefit Protection
Act of 1990 (OWBPA), which added Section 4(f)(2) of the ADEA, is
reasonably clear that at least some voluntary early retirement in-
centive plans under which benefits are reduced or eliminated based
upon age are consistent with the purposes of the ADEA and are,
therefore, encompassed by Section 4(f)}2)B)ii). However, the
OWBPA report language is somewhat ambiguous on this point.
Moreover, the Equal Employment Opportunity Commission
(EEOC) has taken the position that voluntary retirement incentive
benefits that decrease based on age and ultimately cease at a speci-
fied age are by their nature inconsistent with the ADEA’s purpose
of prohibiting arbitrary age discrimination in employment.l The
Committee believes that the voluntary retirement incentives en-
compassed by Title X do not conflict with the purposes of the
ADEA and that the ADEA should be amended to make this clear
and to avoid unnecessary litigation on this issue.

Therefore, Title X adds to the ADEA a safe harbor under which
institutions of higher education may offer to tenured faculty mem-
bers voluntary retirement incentive benefits that are reduced or
eliminated based upon age.

To satisfy the safe harbor, a plan or arrangement must not pre-
clude an eligible employee who has attained too high an age for the
maximum benefit otherwise available under the applicable formula
from having an opportunity of at least 180 days’ duration to elect
to retire and receive that maximum benefit. In determining that
maximum benefit, the employee will be assumed to retire at the
age which, under the applicable formula, results in the largest ben-
efit, but all relevant factors other than age—such as salary or
years of service—will be determined as of the employee’s actual
age.

The safe harbor encompasses only benefits that are in addition
to those already availabi) to the faculty members under other
plans or arrangements. Thus, the safe harbor would not apply to
a plan under which active or retired faculty members, because they
did not retire before a given age, ceased to receive benefits (other

1See EEOC v. Crown Point Community School Corporation et al., No. 2:93 CV 237 (N.D. Ind.
1997), in which a mﬂ%strate judge granted summary judgment for the EEOC; amicus _curiae
brief filed in Lyon v. Ohio Educational Association, 53 F.3d 135 (6th Cir. 1995) in which the
Court of Appeals found no impermissible age discrimination and did not reach the section 4(f(2)
issue.
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than the voluntary retirement incentive benefits themselves) that
were available to other active or retired faculty members, respec-
tively.

Under Title X, a college or university plan o