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to, or re of, a section or other provision, the reference shall
be consi to be made to a section or other provision of the
Higher Education Act of 1965 (20 U.S.C. 1001 et seq.).

SEC. 3. GENERAL EFFECTIVE DATE. ?;3801001

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

SEC. 101. REVISION OF TITLE L

(a) GENERAL Provisions.—Title I (20 U.S.C. 1001 et seq.) is
amended to read as follows:

“TITLE I—-GENERAL PROVISIONS

“PART A—DEFINITIONS

“SEC. 101. GENERAL DEFINITION OF INSTITUTION OF HIGHER EDU- 20 USC 1001.
CATION.

“(a) INSTITUTION OF HIGHER EDUCATION.—For purposes of this
Act, other than title IV, the term ‘institution of higher education’
means an educational institution in any State that—

“(1) admits as regular students only persons having a cer-
tificate of tl.gi'mduat;ion from a school providing secondary edu-
cation, or the recognized equivalent of such a certificate;

“2) is legally authorized within such State to provide a

of education beyond secondary education;

“(3) provides an educational program for which the institu-
tion awards a bachelor’s degree or provides not less than a
Z-Kea.r program that is acceptable for full credit toward such
a

E:4) is a public or other nonprofit institution; and

“(5) is accredited by a nationally rﬂnized accrediting
agencﬁ;;r association, or if not so accredited, is an institution
that been granted preaccreditation status by such an
agency or association that has been recognized by the Secretary
for the granting of preaccreditation status, and the Secretary
has determined that there is satisfactory assurance that the
institution will meet the accreditation standards of such an

cy or association within a reasonable time. !

“(b) ADDITIONAL INSTITUTIONS INCLUDED.—For purposes of this
Act, other than title IV, the term ‘institution of higher education’
oy inch}‘?l) school tha d less than

any t provides not less al- TO

of training to prepare Etudents for gainful empr:uey‘:;gntgi;an;

recoﬁl occupation and that meets the provision of para-

graphs (1), (2), (4), and (5) of subsection (a); and
“2) a public or nonprofit private educational institution
in any State that, in lieu of the requirement in subsection

(a)1), admits as regular students persons who are beyond

the age of compulsory school attendance in the State in which

the institution is located.

“(c) LIST OF ACCREDITING AGENCIES.—For purposes of this sec- Publication.
tion and section 102, the Secretary shall publiag a list of nationally
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recognized accrediting agencies or associations that the Secretary
determines, pursuant to subpart 2 of part H of title IV, to be
reliable authority as to the quality of the education or training

offered.

20 USC 1002. “SEC. 102. DEFINITION OF INSTITUTION OF HIGHER EDUCATION FOR

PURPOSES OF TITLE IV PROGRAMS.

“(a) DEFINITION OF INSTITUTION OF HIGHER EDUCATION FOR

PURPOSES OF TITLE IV PROGRAMS.—

Regulations.

Establishment.

“(1) INCLUSION OF ADDITIONAL INSTITUTIONS.—Subject to

paragraphs (2) through (4) of this subsection, the term ‘institu-
tion of higher education’ for purposes of title IV includes, in
addition to the institutions covered by the definition in section
101—

“(A) a proprietary institution of higher education (as
defined in subsection (b) of this section);

“(B) a postsecondary vocational institution (as defined
in subsection (c) of this section); and

“(C) only for the purposes of part B of title IV, an
institution outside the United States that is comparable
to an institution of higher education as defined in section
101 and that has been approved by the Secretary for the
purpose of part B of title IV.

“(2) INSTITUTIONS OUTSIDE THE UNITED STATES.—

“(A) IN GENERAL—For the purpose of qualifying as
an institution under paragraph (1)(C), the Secretary shall
establish criteria by regulation for the approval of institu-
tions outside the United States and for the determination
that such institutions are comparable to an institution
of higher education as defined in section 101. In the case
of a graduate medical or veterinary school outside the
United States, such criteria shall include a requirement
that a student attending such school outside the United
States is ineligible for loans made, insured, or guaranteed
under part B unless—

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

“(II) at least 60 percent of the individuals who
were students or graduates of the graduate medical
school outside the United States (both nationals of
the United States and others) taking the examinations
administered by the Educational Commission for For-
eign Medical Graduates received a passing score in
the year preceding the year for which a student is
seeking a loan under part B of title IV; or

“(i1) the institution has a clinical training program
that was approved by a State as of January 1, 1992,
or the institution’s students complete their clinical
training at an approved veterinary school located in
the United States.

“(B) ADVISORY PANEL.—



PUBLIC LAW 105-244—O0CT. 7, 1998 112 STAT. 1587

“(i) IN GENERAL.—For the purpose of qualifying
as an institution undeiﬁmgra h (1XC) of this sub-
section, the Secretary s establish an advisory panel
of medical experts that shall—

“I) evaluate the standards of accreditation
applied to applicant foreign medical schools; and

“(II) determine the comparability of those
standards to standards for accreditation applied
to United States medical schools.

“(ii) SPECIAL RULE.—If the accreditation standards
described in clause (i) are determined not to be com-
parable, the foreign medical school shall be required
to meet the requirements of section 101.

“(C) FAILURE TO RELEASE INFORMATION.—The failure
of an institution outside the United States to provide,
release, or authorize release to the Secre of such
information as may be required by subparagraph (A) shall
render such institution ineligible for the purpose of part
B of title IV.

“(D) SPECIAL RULE.—If, pursuant to this paragraph,
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, continue to
be eligible to receive a loan under part B while attending
such institution for the academic year su ing the aca-
demic year in which such loss of eligibility occurred.

“(3) LIMITATIONS BASED ON COURSE OF STUDY OR ENROLL-
MENT.—An institution shall not be considered to meet the defi-
nition of an institution of higher education in paragraph (1)
if such institution—

“(A) offers more than 50 percent of such institution’s
courses by correspondence, unless the institution is an
institution that meets the definition in section 521(4)(C)
of the Carl D. Perkins Vocational and Applied Technology
Education Act;

“(B) enrolls 50 percent or more of the institution’s
students in correspondence courses, unless the institution
is an institution that meets the definition in such section,
except that the Secretary, at the request of such institution,
may waive the applicability of this subparagraph to such
institution for cause, as determined by the Secretary
in the case of an institution of higher education that pro-
vides a 2- or 4-year program of instruction (or both) for
which the i.n.stituetlion awards an associate or baccalaureate
degree, respectively;

“C) has a student enrollment in which more than
25 percent of the students are incarcerated, except that
the Secre may waive the limitation contained in this
subparagraph for a nonprofit institution that provides a
2- or 4-year program of instruction (or both) for which
the institution awards a bachelor’s degree, or an associate’s
degree or a postsecondary diploma, respectively; or

“(D) has a student enrollment in which more than
50 percent of the students do not have a secondary school
diploma or its recognized equivalent, and does not provide
a 2- or 4-year program of instruction (or both) for which
the institution awards a bachelor’s degree or an associate’s
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degree, respectively, except that the Secretary may waive
the limitation contained in this subparagraph if a nonprofit
institution demonstrates to the satisfaction of the Secretary
that the institution exceeds such limitation because the
institution serves, through contracts with Federal, State,
or local Egvermnent agencies, significant numbers of stu-
dents who do not have a secondary school diploma or
its recognized equivalent.

“(4) LIMITATIONS BASED ON MANAGEMENT.—An institution
shall not be considered to meet the definition of an institution
of higher education in paragraph (1) if—

“(A) the institution, or an affiliate of the institution
that has the power, by contract or ownership interest,
to direct or cause the direction of the management or
policies of the institution, has filed for bankruptcy, except
that this paragraph shall not apE}y to a nonprofit institu-
tion, the primary function of which is to provide health
care educational services (or an affiliate of such an institu-
tion that has the power, by contract or ownership interest,
to direct or cause the direction of the institution’s manage-
ment or policies) that files for bankruptcy under chapter
11 of title 11, United States Code, between July 1, 1998,
and December 1, 1998; or

“(B) the institution, the institution’s owner, or the
institution’s chief executive officer has been convicted of,
or has pled nolo contendere or guilty to, a crime involving
the acﬁ'tion, use, or expenditure of funds under title
IV, or been judicially determined to have committed
fraud involving funds under title IV.

“(5) CERTIFICATION.—The Secretary shall certify an institu-
tion’s qualification as an institution of higher education in
ac&o%ance with the requirements of subpart 3 of part H of
title IV.

“(6) Loss OF ELIGIBILITY.—An institution of higher edu-
cation shall not be considered to meet the definition of an
institution of higher education in pﬂ.l'ag‘]-.': h (1) if such institu-
tion is removed from eligibility for EB under title IV as
a result of an action pursuant to part H of title IV.

“(b) PROPRIETARY INSTITUTION OF HIGHER EDUCATION.—

“(1) PRINCIPAL CRITERIA.—For the purpose of this section,
the term ‘proprietary institution of higher education’ means
a school that—

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

“(B) meets the requirements of paragraphs (1) and
(2) of section 101(a);

“(C) does not meet the requirement of paragraph (4)
of section 101(a);

“(D) is accredited by a nationally recognized accrediting
agency or association recognized by the Secretary pursuant
to part H of title IV;

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

“F) has at least 10 percent of the school’s revenues
from sources that are not derived from funds provided
under title IV, as determined in accordance with regula-
tions prescribed by the Secretary.
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“(2) ADDITIONAL INSTITUTIONS.—The term ‘proprietary
institution of higher education’ also includes a proprietary edu-
cational institution in any State that, in lieu of the requirement
in paragraph (1) of section 101(a), admits as regular students
persons who are beyond the age of compulsory school attend-
ance in the State in which the institution is located.

“(c) POSTSECONDARY VOCATIONAL INSTITUTION.—
“(1) PRINCIPAL CRITERIA.—For the purpose of this section,
&e term ‘postsecondary vocational institution’ means a school
at—
“(A) provides an eligible program of training to prepare
students for gainful employment in a recognized occupation;
“(B) meets the requirements of paragraphs (1), (2),
(4), and (5) of section 101(a); and
“(C) has been in existence for at least 2 years.

“(2) ADDITIONAL INSTITUTIONS.—The term ‘postsecondary
vocational institution’ also includes an educational institution
in any State that, in lieu of the requirement in paragragh
(1) of section 101(a), admits as regular students persons who
are beyond the age of compulsory school attendance in the
State in which the institution is located.

“SEC. 103. ADDITIONAL DEFINITIONS. 20 USC 1003.

“In this Act:

“(1) COMBINATION OF INSTITUTIONS OF HIGHER EDU-
CATION.—The term ‘combination of institutions of higher edu-
cation’ means a group of institutions of higher education that
have entered into a cooperative arrangement for the purpose
of ing out a common objective, or a public or private
nonprofit agency, organization, or institution designated or cre-
ated by a group of institutions of higher education for the
ggehrglofge of carrying out a common objective on the group’s

“(2) DEPARTMENT.—The term ‘Department’ means the
Department of Education.

“(3) DisABILITY.—The term ‘disability’ has the same mean-
ing given that term under section 3(2) of the Americans With
Disabilities Act of 1990.

“(4) ELEMENTARY SCHOOL.—The term ‘elementary school’
has the same meaning given that term under section 14101
of the Elementary and ndary Education Act of 1965.

“(5) GIFTED AND TALENTED.—The term ‘gifted and talented’
has the same meaning given that term under section 14101
of the Elementary and Secondary Education Act of 1965.

“(6) LOCAL EDUCATIONAL AGENCY.—The term ‘ocal edu-
cational agency’ has the same meaning given that term under
s?cltécé% 14101 of the Elementary and Secondary Education Act
o s

“(7) NEW BORROWER.—The term ‘new borrower’ when used
with respect to any date means an individual who on that
date has no outstanding balance of principal or interest owing
on any loan made, insured, or guaranteed under title IV.

“(8) NONPROFIT.—The term ‘nonprofit’ as applied to a
school, agency, organization, or institution means a school,
agency, organization, or institution owned and operated by
one or more nonprofit corporations or associations, no part

59-194 O - 86 - 23 : QL 3 Part 2
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20 USC 1011

of the net earnings of which inures, or may lawfully inure,
to the benefit of any private shareholder or individual.

“(9) SCHOOL OR DEPARTMENT OF DIVINITY.—The term ‘school
or department of divinity’ means an institution, or a department
or a branch of an institution, the program of instruction of
which is designed for the education of students—

“(A) to prepare the students to become ministers of
religion or to enter upon some other religious vocation

(or to provide continuing training for any such vocation);

“(B) to prepare the students to teach theological sub-

jects.

“(10) SECONDARY SCHOOL.—The term ‘secondary school’ has
the same meaning given that term under section 14101 of
the Elementary an &undary Education Act of 1965.

“(11) SECRETARY.—The term ‘Secretary’ means the Sec-
retary of Education. ;

(12) SERVICE-LEARNING.—The term ‘service-learning’ has
the same meaning given that term under section 101(23) of
the National and Community Service Act of 1990.

“(13) SPECIAL EDUCATION TEACHER.—The term ‘special edu-
cation teacher’ means teachers who teach children with disabil-
ities as defined in section 602 of the Individuals with Disabil-
ities Education Act.

“(14) STATE EDUCATIONAL AGENCY.—The term ‘State edu-
cational agency’ has the same meaning given that term under
stfe_clt!i;%% 14101 of the Elementary and Secondary Education Act
o ;

“(15) STATE HIGHER EDUCATION AGENCY.—The term ‘State
higher education ncy’ means the officer or ncy primarily
responsible for the State supervision of higher education.

“(16) STATE; FREELY ASSOCIATED STATES.—

“(A) STATE.—The term ‘State’ includes, in addition to
the several States of the United States, the Commonwealth
of Puerto Rico, the District of Columbia, Guam, American
Samoa, the United States Virgin Islands, the Common-
wealth of the Northern Mariana Islands, and the Freely
Associated States.

“(B) FREELY ASSOCIATED STATES.—The term ‘Freel
Associated States’ means the Republic of the Marsh
Islands, the Federated States of Micronesia, and the Repub-
lic of Palau.

“PART B—ADDITIONAL GENERAL PROVISIONS

“SEC. 111. ANTIDISCRIMINATION.

“(a) IN GENERAL.—Institutions of higher education receiving
Federal financial assistance may not use such financial assistance,
directly or indirectly, to undertake any study or pmf'ect or fulfill
the terms of any contract containing an express or il::e%ied provision
that any person or persons of a particular race, religion, sex, or
national origin be barred from performing such study, project, or
contract, except that nothing in this subsection shall be construed
to prohibit an institution from conducting objective studies or
projects concerning the nature, effects, or prevention of discrimina-
tion, or to have the institution’s curriculum restricted on the subject
of discrimination.
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“(b) LIMITATIONS ON STATUTORY Conmucnou.—Nothing in
this Act shall be construed to limit the rights or reaponsibihties
of any individual under the Americans With Disabilities Act of
1990, the Rehabilitation Act of 1973, or any other law.

“SEC. 112. PROTECTION OF STUDENT SPEECH AND ASSOCIATION 20 USC 1011a.
RIGHTS.

“(a) PROTECTION OF RIGHTS.—It is the sense of Congress that
no student attending an institution of higher education on a full-
or part-time basis should, on the basis of erl:icipation in protected
speech or protected association, be excluded from participation in,
be denied the benefits of, or be subjected to discrimination or
official sanction under any education program, activity, or division
of the institution directly or indirectly receiving financial assistance
under this Act, whether or not such program, activity, or division
is sponsored or officially sanctioned by the institution.

“(b) CONSTRUCTION.—Nothing in this section shall be
construed—

“(1) to discourage the imposition of an official sanction
on a student that has willfully participated in the disruption
or attempted disruption of a lecture, class, speech, presentation,
or performance made or scheduled to be made under the aus-
pices of the institution of higher education; or

“(2) to prevent an institution of higher education from
taking appropriate and effective action to prevent violations
of State liquor laws, to discourage binge drinking and other
alcohol abuse, to protect students from sexual assment
including assault and date rape, to prevent hazing, or to regu-
late unsanitary or unsafe conditions in any student residence.
“(c) DEFINITIONS.—For the p of this section:

“(1) OFFICIAL SANCTION.—The term ‘official sanction™—

“(A) means expulsion, suspension, probation, censure,
condemnation, reprimand, or any other disciplinary, coer-
cive, or adverse action taken by an institution of higher
education or administrative unit of the institution; and

“B) includes an oral or written warning made by an
official of an institution of higher education acting in the
official capacity of the official.

“(2) PROTECTED ASSOCIATION.—The term ‘protected associa-
tion’ means the joining, assembling, and residing with others
that is protectet{ under the first and 14th amendments to
the Constitution, or would be protected if the institution of
higher education involved were subject to those amendments.

“(3) PROTECTED SPEECH.—The term ‘protected speech’
means speech that is protected under the first and 14th amend-
ments to the Constitution, or would be protected if the institu-
tion &f higher education involved were subject to those amend-
ments.

“SEC. 113. TREATMENT OF TERRITORIES AND TERRITORIAL STUDENT 20 USC 1011b.
ASSISTANCE.

“(a) WAIVER AUTHORITY.—The Secretary is required to waive
the eligibility criteria of any postsecondary education program
administered by the Department where such criteria do not take
into account the unique circumstances in Guam, the United States
Virgin Islands, American Samoa, the Commonwealth of the North-
ern Mariana Islands, and the Freely Associated States.
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Termination
date.

20 USC 1011c.

Federal Register,
.
rds.

“(b) EL1GIBILITY.—Notwithstanding any other provision of law,
an institution of higher education that is located in any of the
Freely Associated States, rather than in another State, shall be
eligible, if otherwise qualified, for assistance under chapter 1 of
subpart 2 of A of title IV. This subsection shall cease to
be effective on September 30, 2004.

“SEC. 114. NATIONAL ADVISORY COMMITTEE ON INSTITUTIONAL QUAL-
ITY AND INTEGRITY.

“(a) ESTABLISHMENT.—There is established in the Department
a National Advisory Committee on Institutional Quality and Integ-
rity (hereafter in this section referred to as the ‘Committee’), whi
shall be composed of 15 members appointed by the Secreh:ly from
among individuals who are representatives of, or knowledgeable
concerning, education and training beyond seconda?v education,
including representatives of all sectors and types of institutions
of higher education (as defined in section 102), to assess the process
of eligibility and certification of such institutions under title IV
and the provision of financial aid under title IV.

“b) TerMS OF MEMBERS.—Terms of office of each member
of the Committee shall be 3 years, except that any member
appointed to fill a vacancy occurring prior to the expiration of
the term for which the member’s predecessor was appointed shall
be ap ointed for the remainder of such term.

¢) PuBLIC NOTICE.—The Secretary shall—

“(1) annually publish in the Federal Register a list contain-
ing the name of each member of the Committee and the date
of the expiration of the term of office of the member; and

“(2) publicly solicit nominations for each vacant position
or expiring term of office on the Committee.

“(d) cTIONS.—The Committee shall—

“(1) advise the Secretary with respect to establishment
and enforcement of the standards of accrediting agencies or
associations under subpart 2 of part H of title IV;

“(2) advise the Secretary with respect to the recognition
of a specific accrediting agency or association;

“(3) advise the Secre with respect to the preparation
and publication of the list of nationally recognized accrediting
agencies and associations;

“(4) develop and recommend to the Secretary standards
and criteria for specific categories of vocational training institu-
tions and institutions of higher education for which there are
no recognized accrediting agencies, associations, or State agen-
cies, in order to establish the eligibility of such institutions
on an interim basis for participation in federally funded pro-

grams;

“(b) advise the Secretary with respect to the eligibility
and certification process for institutions of higher education
under title IV, together with recommendations for improve-
ments in such process;

“(6) advise the Secretary with respect to the relationship
between—

“(A) accreditation of institutions of higher education
ang the certification and eligibility of such institutions;
an

“(B) State licensing responsibilities with respect to such
institutions; and
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“(7) carry out such other advisory functions relating to
aecredigation and institutional eligibility as the Secretary may
rescribe.

E(e) MEETING PROCEDURES.—The Committee shall meet not
less than twice each x“venstr at the call of the Chairperson. The
date of, and agenda for, each meeting of the Committee shall
be submitted in advance to the Secretary for approval. A representa-
tive of the Secretary shall be present at all meetings of the Commit-
tee.

“(f) REPORT.—Not later than November 30 of each year, the Deadline.
Committee shall make an annual report through the retary Records.
to Congress. The annual report shall contain—

“(1) a list of the members of the Committee and their
addresses;

“(2) a list of the functions of the Committee;

“3) a list of dates and places of each meeting during
the preceding fiscal year; and

“(4) a summary of the activities, findings and recommenda-
tions made by the Committee during ﬂlmreoeding fiscal year.

“(g) TERMINATION.—The Committee shall cease to exist on
September 30, 2004.

“SEC. 115. STUDENT REPRESENTATION. 20 USC 1011d.
“The Secre shall, in appointing individuals to any commis-
sion, committee, , panel, or other body in connection with

the administration of this Act, include individuals who are, at
the time of appointment, attending an institution of higher edu-
cation.

“SEC. 116. FINANCIAL RESPONSIBILITY OF FOREIGN STUDENTS. 20 USC 1011e.

“Nothing in this Act or any other Federal law shall be construed
to prohibit any institution of higher education from requiring a
student who is a foreign national (and not admitted to permanent
residence in the United States) to guarantee the future payment
of tuition and fees to such institution by—
“(1) making advance payment of such tuition and fees;
“(2) making deposits in an escrow account administered
by such institution for such payments; or
“(3) obtaining a bond or other insurance that such pay-
ments will be made.

“SEC. 117. DISCLOSURES OF FOREIGN GIFTS. 20 USC 1011f.
“(a) DISCLOSURE REPORT.—Whenever any institution is owned Deadline.
or controlled by a foreign source or receives a gift from or enters

into a contract with a foreign source, the value of which is $250,000
or more, considered alone or in combination with all other gifts
from or contracts with that for:cifn source within a calendar year,
the institution shall file a disclosure report with the Secretary
on Jan a&i’.l or July 31, whichever is sooner.
“(b) CONTENTS OF REPORT.—Each report to the Secretary
required by this section shall contain the following:
“(1) For gifts received from or contracts entered into with
a foreign source other than a foreign government, the aﬁregate
dollar amount of such gifts and contracts attributable to a
particular country. The country to which a gift is attributable
is the country of citizenship, or if unknown, the principal resi-
dence for a foreign source who is a natural person, and the
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country of incorporation, or if unknown, the principal place
of business, for a foreign source which is a iega] entity.

“(2) For gifts received from or contracts entered into with
a foreign government, the a%gregat,e amount of such gifts and
contracts received from each foreign government.

“3) In the case of an institution which is owned or con-
trolled by a foreign source, the identity of the foreign source,
the date on 1swfhil¢ﬁ:1;l the foreign source assumed ownershilp or
control, and any changes in program or structure resulting
from the change in ownership or control.

“(c) ADDITIONAL DISCLOSURES FOR RESTRICTED AND CONDI-

TIONAL GIFTS.—Notwithstanding the provisions of subsection (b),
whenever anfv institution receives a restricted or conditional gift

or contract

rom a foreign source, the institution shall disclose

the following:

“(1) For such gifts received from or contracts entered into
with a foreign source other than a foreign government, the
amount, the date, and a description of such conditions or restric-
tions. The report shall also disclose the country of citizenship,
or if unknown, the principal residence for a foreign source
which is a natural person, and the country of incorporation,
or if unknown, the principal place of business for a foreign
source which is a legaf entity.

“(2) For gifts received from or contracts entered into with
a foreign government, the amount, the date, a description of
such conditions or restrictions, and the name of the foreign
Eovemment.

(d) RELATION TO OTHER REPORTING REQUIREMENTS.—

“(1) STATE REQUIREMENTS.—If an institution described
under subsection (a) is within a State which has enacted
requirements for public disclosure of gifts from or contracts
with a foreign source that are substantially similar to the
requirements of this section, a copy of the disclosure re%ort
filed with the State may be filed with the Secretary in lieu
of a report required under subsection (a). The State in which
the institution is located shall provide to the Secretary such
assurances as the Secretary may require to establish that the
institution has met the requirements for public disclosure under
State law if the State report is filed.

“(2) USE OF OTHER FEDERAL REPORTS.—If an institution
receives a gift from, or enters into a contract with, a forei
source, where any other department, agency, or bureau of the
executive branch requires a report containing requirements
substantially similar to those required under this section, a
copy of the report may be filed with the Secretary in lieu
of a report required under subsection (a).

“(e) PuBLic INsPECTION.—AIl disclosure reports required by

this section shall be public records open to inspection and copying
dun&é business hours.

) ENFORCEMENT.—

“(1) COURT ORDERS.—Whenever it appears that an institu-
tion has failed to comply with the requirements of this section,
including any rule or regulation promulgated under this section,
a civil action may be brought by the Attorney General, at
the request of the Secretary, in an appropriate district court
of the United States, or the appmé)riate nited States court
of any territory or other place subject to the jurisdiction of
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the United States, to request such court to compel compliance
with the requirements of this section.

“(2) Costs.—For knowing or willful failure to comply with
the requirements of this section, including any rule or regula-
tion promulgated thereunder, an institution shall pay to the
Treasury of the United States the full costs to tEJe United
States of obtaining compliance, including all associated costs
of investigation and enforcement.

“(g) REGULATIONS.—The Secretary may promulgate regulations
to carry out this section.
“(h) DEFINITIONS.—For the purpose of this section—

“1) the term ‘contract’ means any agreement for the
acquisition by purchase, lease, or barter of groperty or services
bgv the foreign source, for the direct benefit or use of either
of the parties;

“(2) the term ‘foreign source’ means—

“(A) a foreign government, including an agency of a
ign government;
(B) a legal entity, governmental or otherwise, created
solelz under the laws of a foreign state or states;

(C) an individual who is not & citizen or a national
of the United States or a trust territory or protectorate
thereof; and

“D) an agent, including a subsidiary or affiliate of
a foreign legal entity, acting on behalf of a foreign source;
“(3) the term ‘gift’ means any gift of money or property;
“(4) the term ‘institution’ means any institution, public

or private, or, if a multicampus institution, any single campus
of such institution, in any State, that—

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

B) provides a cI)rog'ram for which the institution
awards a bachelor’s degree (or provides not less than a
2-year program which is acceptable for full credit toward
such a degree) or more advanced clﬁgrees; and

“(C) is accredited by a nationally recognized accrediti
agency or association and to which institution Fede
financial assistance is extended (directly or indirectly
through another entity or person), or which institution
receives support from the extension of Federal financial
assistance to any of the institution’s subunits; and
“5) the term tricted or conditional gift or contract’

means any endowment, gift, grant, contract, award, present,
or property of any kind which includes provisions regarding—

“(A) the employment, assignment, or termination of

facu%
) the establishment of departments, centers,
research or lecture programs, or new faculty positions;
“C) the selection or admission of students; or
“D) the award of grants, loans, scholarships, fellow-
ships, or other forms of financial aid restricted to students
of a specified country, religion, sex, ethnic origin, or politi-
cal opinion.

“SEC. 118. APPLICATION OF PEER REVIEW PROCESS. 20 USC 1011g.

“All applications submitted under the provisions of this Act
which require peer review shall be read by a panel of readers

fore:
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Collegiate
uce Binge
inking and

Tiogal Alcoho
Consumption.
20 USC 1011h.

20 USC 1011i.
Certification.

composed of individuals selected by the Secretary, which shall

include outside readers who are not employees of the Federal

Government. The Secretary shall ensure that no individual assigned

under this section to review any application has any conflict of

interest with regard to that application which might impair the

i!}t,ljpart(i:ta:lity with which that individual conducts the review under
8 section.

“SEC. 119. BINGE DRINKING ON COLLEGE CAMPUSES.

“(a) SHORT TITLE.—This section may be cited as the ‘Collegiate
ipiti’ative To Reduce Binge Drinking and Illegal Alcohol Consump-
ion’,

“(b) SENSE OF CONGRESS.—It is the sense of Congress that,
in an effort to change the culture of alcohol consumption on college
campuses, all institutions of higher education should carry out
the following:

“(1) The president of the institution should appoint a task
force consisting of school administrators, faculty, students,
Greek system representatives, and others to conduct a full
examination of student and academic life at the institution.
The task force should make recommendations for a broad range
of policy and pro es that would serve to reduce
alcohol and other drug-related problems. The institution should
provide resources to assist the task force in promoting the
campus policies and proposed environmental changes that have
been identified.

“(2) The institution should provide maximum opportunities
for students to live in an alcohol-free environment and to engage
in stimulating, alcohol-free recreational and leisure activities.

“(3) The institution should enforce a ‘zero tolerance’ policy
on the illegal consumption of alcohol by students at the institu-
tion.

“(4) The institution should vigorously enforce the institu-
tion’s code of disciplinary sanctions for those who violate cam-
pus alcohol policies. Students with alcohol or other drug-related
problems should be referred for assistance, including on-campus
counseling programs if appropriate.

“(5) The institution should adopt a policy to discourage
alcoholic beverage-related sponsorship of on-campus activities.
It should adopt policies limiting the advertisement and pro-
motion of alcoholic beve S ON cCampus.

“(6) The institution should work with the local community,
including local businesses, in a “Town/Gown’ alliance to encour-
age responsible policies toward alcohol consumption and to
address illegal alcohol use by students.

“SEC. 120. DRUG AND ALCOHOL ABUSE PREVENTION.

“(a) RESTRICTION ON ELIGIBILITY.—Notwithstanding any other
provision of law, no institution of higher education shall be eligible
to receive funds or any other form of financial assistance under
any Federal program, including participation in any federally
funded or guaranteed student loan program, unless the institution
certifies to the Secretary that the institution has adopted and
has implemented a program to prevent the use of illicit drugs
and the abuse of alcohol by students and employees that, at a
minimum, includes—

. (1) the annual distribution to each student and employee

0-—-
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“(A) standards of conduct that clearly prohibit, at a
minimum, the unlawful ssion, use, or Emtn ibution of
illicit drugs and alcohol by students and em&loyees on
the institution’s property or as part of any of the institu-
tion’s activities;

“B) a description of the applicable legal sanctions
under local, State, or Federal law for the unlawful posses-
sion or distribution of illicit drugs and alcohol;

“(C) a description of the health-risks associated with
the use of illicit druga and the abuse of alcohol;

“D) a description of any drug or alcchol counseling,
treatment, or rehabilitation or re-entry programs that are
available to employees or students; and

“(E) a clear statement that the institution will impose
sanctions on students and employees (consistent with local,
State, and Federal law), and a description of those sanc-
tions, up to and including expulsion or termination of
employment and referral for prosecution, for violations of
i'.ht:i standards of conduct required by subparagraph (A);
an
“(2) a biennial review by the institution of the institution’s

program to—

“(A) determine the program’s effectiveness and imple-
meélt changes to the program if the changes are needed;
an

“(B) ensure that the sanctions required by paragraph
(1XE) are consistently enforced.

“(b) INFORMATION AVAILABILITY.—Each institution of higher
education that provides the certification uired by subsection
(a) shall, upon request, make available to the Secretary and to
the public a copy of each item required by subsection (a)(1) as
Ew;(lé)as the results of the biennial review required by subsection
a)2).

“(c) REGULATIONS.—

“(1) IN GENERAL.—The Secretary shall publish regulations
to implement and enforce the provisions of Eh:.a section, includ-
ing regulations that provide for—

“(A) the periodic review of a representative sample
of programs required by subsection (a); and

“(B) a range of responses and sanctions for institutions
of higher education that fail to implement their prgframs
or to consistently enforce their sanctions, includin
information and technical assistance, the development of
a compliance agreement, and the termination of any form
of Federal financial assistance.

“(2) REHABILITATION PROGRAM.—The sanctions required by
subsection (a)1XE) may include the completion of an appro-
Eriate rehabilitation program.

(d) APPEALS.—Upon determination by the Secretary to termi-
nate financial assistance to any institution of higher education
under this section, the institution may file an appeal with an
administrative law judge before the expiration of the 30-day period
beginning on the date such institution is notified of the decision
to terminate financial assistance under this section. Such judge
shall hold a hearing with respect to such termination of assistance
before the expiration of the 45-day period beginning on the date
that such appeal is filed. Such jud‘;! may extendg such 45-day
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period upon a motion by the institution concerned. The decision
of the judge with respect to such termination shall be considered
to be a final agency action.

“(e) ALCOHOL AND DRUG ABUSE PREVENTION GRANTS.—

“(1) PROGRAM AUTHORITY.—The Secretary may make grants
to institutions of higher education or consortia of such institu-
tions, and enter into contracts with such institutions, consortia,
and other organizations, to develop, implement, operate,
improve, and disseminate programs of prevention, and edu-
cation (including treatment-referral) to reduce and eliminate
the illegal use of drugs and alcohol and the violence associated
with such use. Such grants or contracts may also be used
for the support of a higher education center for alcohol and
drug abuse prevention that will provide training, technical
assistance, evaluation, dissemination, and associated services
and assistance to the higher education community as deter-
mined by the Secretary and institutions of higher education.

“(2) AwARDS.—Grants and contracts shall be awarded
under paragraph (1) on a competitive basis.

“(3) APPLICATIONS.—An institution of higher education, a
consortium of such institutions, or another organization that
desires to receive a grant or contract under paragraph (1)
shall submit an application to the Secretary at such time,
in such manner, and containing or accompanied by such
information as the Secretary may reasonably require by regula-
tion.

“(4) ADDITIONAL REQUIREMENTS.—

“(A) PARTICIPATION.—In awarding grants and contracts
under this subsection the Secretary shall make every effort
to ensure—

“(i) the equitable participation of private and public
institutions of higher education (including community
and junior colleges); and

“(ii) the equitable geographic participation of such
institutions.

“(B) CONSIDERATION.—In awarding grants and con-
tracts under this subsection the Secretary shall give appro-

riate consideration to institutions of higher education with
imited enrollment.

“(5) AUTHORIZATION OF APPROPRIATIONS.—There are
authorized to be appropriated to carry out this subsection
$5,000,000 for fiscal year 1999 and such sums as may be
necessary for each of the 4 succeeding fiscal years.

“(f) NATIONAL RECOGNITION AWARDS.—

“(1) PURPOSE.—It is the purpose of this subsection to pro-
vide models of innovative and effective alcohol and drug abuse
prevention programs in higher education and to focus national
attention on exemplary alcohol and drug abuse prevention
efforts.

“(2) AWARDS.—

“(A) IN GENERAL—The Secretary shall make 5
National Recognition Awards for outstanding alcohol
prevention programs and 5 National Recognition Awards
for outstanding drug abuse prevention programs, on an
annual basis, to institutions of higher education that—
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“(i) have developed and implemented innovative
and effective alcohol prevention programs or drug
abuse prevention programs; and

“(ii) with respect to an application for an alcohol
prevention program award, demonstrate in the applica-
tion submitted under paragraph (3) that the institution
has undertaken efforts designed to change the culture
of college drinking consistent with the review criteria

described in paragraph (3)(C)(iii).
“(B) CEREMONY.—The awards shall be made at a cere- District of
mony in Washington, D.C. Columbia.

“(C) DocUMENT.—The Secretary shall publish a docu- Publication.
ment describing the alcohol and drug abuse prevention
programs of institutions of higher education that receive
the awards under this subsection and disseminate the docu-
ment nationally to all public and private secondary school
guidance counselors for use by secondary school juniors
and seniors preparing to enter an institution of higher
education. The document shall be disseminated not later Deadline.
than January 1 of each academic year.

“(D) AMOUNT AND USE.—Each institution of higher edu-
cation selected to receive an award under this subsection
shall receive an award in the amount of $50,000. Such
award shall be used for the maintenance and improvement
of the institution’s outstanding prevention program for the
academic year following the academic year for which the
award is made.

“(3) APPLICATION.—

“(A) IN GENERAL.—Each institution of higher education
desiring an award under this subsection shall submit an
application to the Secretary at such time, in such manner,
and accompanied by such information as the Secretary
may require. Each such application shall contain—

“(i) a clear description of the goals and objectives
of the prevention program of the institution;

“(11) a description of program activities that focus
on alcohol or drug policy issues, policy development,
modification, or refinement, policy dissemination and
implementation, and policy enforcement;

“(iii) a description of activities that encourage stu-
dent and employee participation and involvement in
activity development and implementation;

“(iv) the objective criteria used to determine the
effectiveness of the methods used in such programs
and the means used to evaluate and improve the pro-
grams’ efforts;

“(v) a description of special initiatives used to
re%uce high-risk behavior or increase low-risk behavior;
an

“(vi) a description of coordination and networking
efforts that exist in the community in which the institu-
tion is located for purposes of such programs.

“(B) APPLICATION REVIEW.—The Secretary shall
appoint a committee to review applications submitted
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under this paragraph. The committee may include rep-
resentatives of Federal departments or agencies the pro-
grams of which include alcohol abuse prevention and edu-
cation efforts and drug abuse prevention and education
efforts, directors or heads (or their representatives) of
professional associations that focus on aleohol and drug
abuse prevention efforts, and non-Federal scientists who
have backgrounds in social science evaluation and research
methodology and in education. Decisions of the committee
shall be made directly to the Secretary without review
by any other entity in the Department.

“()E)) REVIEW CRITERIA.—The committee described in
subparagraph (B) shall develop specific review criteria for
reviewing and evaluating applications submitted under this
paragraph. The review criteria shall include—

“(i) measures of the effectiveness of the program
of the institution, that includes changes in the campus
alcohol or other drug environment or the. climate and
changes in alcohol or other drug use before and after
the initiation of the program;

“(ii) measures of program institutionalization,
including—

“I) an assessment of needs of the institution;

“(II) the institution’s alcohol and drug policies,
staff and faculty development activities, drug
prevention criteria, student, faculty, and campus
community involvement; and

“(IITI) whether the program will be continued
after the cessation of Federal funding; and
“(iii) with respect to an application for an alcohol

prevention program award, criteria for determining

whether the institution has policies in effect that—

“(I) prohibit alcoholic beverage sponsorship of
athletic events, and prohibit alcoholic beverage
advertising inside athletic facilities;

“(IT) prohibit alcoholic beverage marketing on
campus, which may include efforts to ban alcohol
advertising in institutional publications or efforts
to prohibit alcohol-related advertisements at cam-
pus events;

“(I1I) establish or expand upon alcohol-free liv-
ing arrangements for all college students;

“(IV) establish partnerships with community
members and organizations to further alcohol
prevention efforts on campus and the areas
surrounding campus; and

“(V) establish innovative communications pro-
grams involving students and faculty in an effort
to educate students about alcohol-related risks.

“(4) ELIGIBILITY.—In order to be eligible to receive a

Nh::-ltiona.l Recognition Award an institution of higher education
shall—

“(A) offer an associate or baccalaureate degree;

“(B) have established an alcohol abuse prevention and
education program or a drug abuse prevention and edu-
cation program;
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“(C) nominate itself or be nominated by others, such
as professional associations or student organizations, to
receive the award; and

“(D) not have received an award under this subsection
during the 5 academic years preceding the academic year
for which the determination is made.

“(5) AUTHORIZATION OF APPROPRIATIONS.—

“(A) IN GENERAL.—There is authorized to be appro-
priated to carry out this subsection $750,000 for fiscal
year 1999.

“B) AVAILABILITY.—Funds appropriated under
subparagraph (A) shall remain availal‘),le until expended.

“SEC. 121. PRIOR RIGHTS AND OBLIGATIONS. 20 USC 1011;.

“(a) AUTHORIZATION OF APPROPRIATIONS.—

“(1) PRE-1987 PARTS C AND D OF TITLE VIiL.—There are
authorized to be appropriated such sums as may be necessary
for fiscal year 1 and for each of the 4 succeeding fiscal
years to pay obligations incurred prior to 1987 under parts
C and D of title VII, as such parts were in effect before the
effective date of the Higher Education Amendments of 1992.

“(2) POST-1992 AND PRE-1998 PART C OF TITLE ViL.—There
are authorized to be appropriated such sums as may be nec-
essary for fiscal year f and for each of the 4 suweedin%
fiscal years to pay obligations incurred prior to the date o
enactment of the Higher Education Amendments of 1998 under
par!;odC of title VII, as such part was in effect during the
perioc—

“(A) after the effective date of the Higher Education

Amendments of 1992; and

“(B) prior to the date of enactment of the Higher Edu-

cation Amendments of 1998.

“(b) LEGAL RESPONSIBILITIES.—

“(1) PRE-1987 TITLE Vil.—All entities with continuing obliga-
tions incurred under parts A, B, C, and D of title VII, as
such parts were in effect before the effective date of the Higher
Education Amendments of 1992, shall be subject to the require-
ments of such part as in effect before the effective date of
the Higher Education Amendments of 1992.

“(2) PosT-1992 AND PRE-1998 PART C OF TITLE Vil.—All enti-
ties with continuing obl‘i!?tiona incurred under part C of title
VII, as such part was in effect during the period—

“(A) after the effective date of the Higher Education

Amendments of 1992; and

“(B) prior to the date of enactment of the Higher Edu-

cation Amendments of 1998,
shall be subject to the requirements of such part as such
part was in effect during such period.

“SEC. 122. RECOVERY OF PAYMENTS. 20 USC 1011k.

“(a) PuBLIC BENEFIT.—Congress declares that, if a facility con-
structed with the aid of a grant under part A of title VII as
such part A was in effect prior to the date of enactment of the
Higher Education Amendments of 1998, or part B of such title
as ﬁart B was in effect prior to the date of enactment of the
Higher Education Amendments of 1992, is used as an academic
facility for 20 years following completion of such construction, the
public benefit accruing to the United States will equal in value
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20 USC 1015.

the amount of the grant. The period of 20 years after completion
of such construction shall therefore be deemed to be the period
of Federal interest in such facility for the purposes of such title
as so in effect.

“(b) RECOVERY UPON CESSATION OF PUBLIC BENEFIT.—If, within
20 years after completion of construction of an academic facili
which has been constructed, in part with a grant under part
of title VII as such part A was in effect prior to the date of
enactment of the Higher Education Amendments of 1998, or part
B of title VII as such part B was in effect prior to the date
of enactment of the Higher Education Amendments of 1992—

“1) the applicant under such parts as so in effect (or
the applicant’s successor in title or possession) ceases or fails
to be a public or nonprofit institution; or

“(2) the facility ceases to be used as an academic facility,
or the facility is used as a facility excluded from the term
‘academic facility’ (as such term was defined under title VII,
as so in effect), unless the Secretary determines that there
is good cause for releasing the institution from its obligation,

the United States shall be entitled to recover from such applicant
(or successor) an amount which bears to the value of the facility
at that time (or so much thereof as constituted an approved project
or projects) the same ratio as the amount of Federal grant bore
to the cost of the facility financed with the aid of such grant.
The value shall be determined by agreement of the parties or
by action brought in the United States district court for the district
in which such facility is situated.

“(c) PROHIBITION ON USE FOR RELIGION.—Notwithstanding the
provisions of subsections (a) and (b), no project assisted with funds
under title VII (as in effect prior to the date of enactment of
the Higher Education Amendments of 1998) shall ever be used
for religious worship or a sectarian activity or for a school or
department of divinity.

“PART C—COST OF HIGHER EDUCATION

“SEC. 131. IMPROVEMENTS IN MARKET INFORMATION AND PUBLIC
ACCOUNTABILITY IN HIGHER EDUCATION.

“(a) IMPROVED DATA COLLECTION.—

“(1) DEVELOPMENT OF UNIFORM METHODOLOGY.—The Sec-
retary shall direct the Commissioner of Education Statistics
to convene a series of forums to develop nationally consistent
methodologies for reporting costs incurred by postsecondary
institutions in providing postsecondary education.

“(2) REDESIGN OF DATA SYSTEMS.—On the basis of the meth-
odologies 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.

“(3) INFORMATION TO INSTITUTIONS.—The Commissioner of
Education Statistics shall—

“(A) develop a standard definition for the following
data elements:
“(i) tuition and fees for a full-time undergraduate
student;
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“(ii) cost of attendance for a full-time undergradu-

??ez student, consistent with the provisions of section

“(iii) average amount of financial assistance
received by an undergraduate student who attends
an institution of higher education, including—

“(I) each of assistance or benefit described
in section 428(a)(2)(C)Xi);

“(1I) fellowships; and

“(III) institutional and other assistance; and

“(iv) number of students receiving financial assist-

ance described in each of subclauses (I), (II), and (III)

of clause (iii); -

“(B) not later than 90 days after the date of enactment Deadline.
of the Higher Education Amendments of 1998, report the Reports.
definitions to each institution of higher educatmn and
within a reasonable period of time thereafter inform the
Committee on Labor and Human Resources of the Senate
and the Committee on Education and the Workforce of
the House of Representatives of those definitions; and

“(C) collect information reg'a.rd ing the data elements
described in sub ph (A) with respect to at least
all institutions o ln% er education participating in Fgc.rn:»-
grams under title IV with the information from
academic year 2000-2001 and annually thereafter.

“(b) DATA DISSEMINATION.—The Secretary shall make available
the data collected pursuant to subsection (a). Such data shall be
available in a form that (Eenmts 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 decisions based
on the costs for typical full-time undergraduate students.

“(c) STUDY.—
“(1) IN GENERAL.—The Commissioner of Education Statis-
tics shall conduct a national study of ditures at institu-

tions of higher education. Such study shall include information
with respect to—

“(A) the change in tuition and fees compared with
the consumer price index and other appropriate measures
of inflation;

“B) faculty salaries and benefits;

“(C) administrative aalanes benefits and expenses;

“(D) academic support services;

“(E) research;

“F) operanons and maintenance; and

“(G) institutional expenditures for construction and
technology and the potential cost of replacing instructional
buildings and equipment.

F “2) EVALUATION .—The study shall include an evaluation
0  ——
“A) ¢ es over time in the expenditures identified

in ph (1);

(BE the relationship of the expenditures identified in
para‘graph (1) to college costs; and

(C) the extent to which increases in institutional
financial aid and tuition discounting practices affect tuition
increases, including the demographics of students receiving
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such discounts, the extent to which financial aid is provided

to students with limited need in order to attract a student

to a particular institution, and the extent to which Federal
financial aid, including loan aid, has been used to offset
the costs of such practices.

“(3) FINAL REPORT.—The Commissioner of Education Statis-
tics shall submit a report regarding the findings of the study
required by paragraph (1) to the appropriate committees of
Congress not later than September 30, 2002.

% HIGHER EDUCATION MARKET BASKET.—The Bureau of
Labor Statistics, in consultation with the Commissioner of Edu-
cation Statistics, shall develop a higher education market bas-
ket that identifies the items that comprise the costs of higher
education. The Bureau of Labor Statistics shall gomvide a report
on the market basket to the Committee on Labor and Human
Resources of the Senate and the Committee on Education and
the Workforce of the House of Representatives not later than
September 30, 2002.

“(6) FINES.—In addition to actions authorized in section
487(c), the Secretary may impose a fine in an amount not
to exceed $25,000 on an institution of higher education for
failing to provide the information described in paragraph (1)
in a timely and accurate manner, or for failing to otherwise
cooperate with the National Center for Education Statistics
regarding efforts to obtain data on the cost of higher education
under this section and pursuant to the program participation
agreement entered into under section 487.

“(d) STUDENT AID RECIPIENT SURVEY.—(1) The Secretary shall

survey student aid recipients on a regular cycle, but not less than
once every 3 years—

(A) to identify the population of students receiving Federal
student aid;
“(B) to determine the income distribution and other socio-
economic characteristics of federally aided students;
“(C) to describe the combinations of aid from State, Federal,
and private sources received by students from all income

groups;

‘P(D) to describe the debt burden of loan recipients and
their capacity to repay their education debts; and

“(E? to disseminate such information in both published
and machine readable form.
“(2) The survey shall be representative of full-time and part-

time, undergraduate, graduate, and professional and current and
former students in all types of institutions, and should be designed
and administered in consultation with the Congress and the post-
secondary education community.

“PART D—ADMINISTRATIVE PROVISIONS FOR

DELIVERY OF STUDENT FINANCIAL ASSIST-
ANCE

20 USC 1018. “SEC. 141. PERFORMANCE-BASED ORGANIZATION FOR THE DELIVERY

OF FEDERAL STUDENT FINANCIAL ASSISTANCE.

“(a) ESTABLISHMENT AND PURPOSE.—
“(1) ESTABLISHMENT.—There is established in the Depart-
ment a Performance-Based Organization (hereafter referred to
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as the ‘PBO’) which shall be a discrete management unit
responsible for managing the operational functions supportin,
the programs authorized under title IV of this Act, as specifi
in subsection (b).

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

“(A) to improve service to students and other partici-
pants in the student financial assistance programs author-
ized under title IV, including making those programs more
understandable to students and their parents;

“(B) to reduce the costs of administering those pro-

8;

“(C) to increase the accountability of the officials
responsible for administering 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;

“(F) to implement an open, common, integrated system
t]':cg' t.ht:l delivery of student financial assistance under title

; an

“(G) to develop and maintain a student financial assist-
ance system that contains complete, accurate, and timely
data to ensure program integrity.

“(b) GENERAL AUTHORITY.—

“(1) AUTHORITY OF SECRETARY.—Notwithstanding any other
provision of this part, the Secretary shall maintain responsibil-
ity for the development and promulgation of policy and regula-
tions relating to the programs of student financial assistance
under title IV. In the exercise of its functions, the PBO shall
bﬁaﬁuhject to the direction of the Secretary. The Secretary
s | —

“(A) request the advice of, and work in cooperation
with, the Chief Operating Officer in developing regulations,
policies, administrative guidance, or procedures affecting
the information systems administereg 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
proposed by the Secretary; and

“(C) assist the Chief Operating Officer in identifying
goals for the administration and modernization of the deliv-
ery system for student financial assistance under title IV.
“(2) PBO FUNCTIONS.—Subject to paragraph (1), the PBO

shall be responsible for administration of the information and
financial systems that support student financial assistance pro-
grams authorized under this title, excluding the development
of policy relating to such programs but including the following:

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

“(i) the collection, processing and transmission of
applicant data to students, institutions and authorized

third parties, as provided for in section 483;
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“(ii) design and technical specifications for software
development and systems sup‘})orting the delivery of
student financial assistance under title IV;

“(iii) all software and hardware acquisitions and
all information technology contracts related to the
delivery and management of student financial assist-
ance under title IV;

“(iv) all aspects of contracting for the information
and financial systems supporting student financial
assistance pro under this title; and

“(v) providing all customer service, training, and
user support related to systems that support those
programs. )

(B) Annual development of a budget for the operations
and services of the PBO, in consultation with the Secretary,
and for consideration and inclusion in the Department'’s
annual budget submission.

“(3) ADDITIONAL FUNCTIONS.—The Secretary may allocate
to the PBO such additional functions as the Secretary and
the Chief Operating Officer determine are necessary or appro-
priate to achieve the purposes of the PBO.

“(4) INDEPENDENCE.—Subject to paragraph (1), in carryin
out its functions, the PBO shall exercise independent cont:
of its budget allocations and expenditures, personnel decisions
and processes, procurements, and other administrative and
management functions.

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

“(6) CHANGES.—

“(A) IN GENERAL.—The Secretary and the Chief Operat-
ing Officer shall consult concerning the effects of policy,
market, or other changes on the ability of the PBO to
achieve the goals and objectives established in the perform-
ance plan described in subsection (c).

B) REVISIONS TO AGREEMENT.—The Secretary and the

Chief Operating Officer may revise the annual Eerf‘ormanoe

agreement described in subsection (d)(4) in h.i t of policy,

market, or other changes that occur after the Secretary
and the Chief Operating Officer enter into the agreement.
“(c) PERFORMANCE PLAN AND REPORT.—

“(1) PERFORMANCE PLAN.—

“(A) IN GENERAL.—Each year, the Secretary and Chief
Operating Officer shall agree on, and make available to
the public, a performance plan for the PBO for the succeed-
ing 5 years that establishes measurable goals and objectives
for the o ization.

“(B) COoNSULTATION.—In developing the 5-%ear rform-
ance plan and any revision to the plan, the gretary
and the Chief Operating Officer shall consult with students,
institutions of higher education, Co ss, lenders, the
Advisory Committee on Student Financial Assistance, and
other interested parties not less than 30 days prior to
the implementation of the performance plan or revision.

“(C) AREAS.—The plan shall include a concise state-
ment of the goals for a modernized system for the delive
of student financial assistance under title IV and identi
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action steps necessary to achieve such goals. The plan
shall address the PBO’s responsibilities in the following

“(i) IMPROVING SERVICE.—Improving service to stu-
dents and other participants in student financial aid
programs authorized under this title, including makin
those programs more understandable to students an
their parents.

“(ii)) REDUCING cCOSTS.—Reducing the costs of
administering those programs.

“(iii) IMPROVEMENT AND INTEGRATION OF SUPPORT
SYSTEMS.—Improving and integrating the information
and delivery systems that support those programs.

“(iv) DELIVERY AND INFORMATION SYSTEM.—
Developing an open, common, and integrated delivery
and information system for programs authorized under
this title.

“(v) OTHER AREAS.—Any other areas identified by
the Secretary.

“(2y ANNUAL REPORT—Each year, the Chief Operating
Officer shall prepare and submit to Congress, through the
Secretary, an annual report on the performance of the PBO,
including an evaluation of the extent to which the PBO met
the goals and objectives contained in the 5-year performance
plan described in paragraph (1) for the preceding year. The
annual report shall include the following:

“(A) An independent financial audit of the expenditures
of both the PBO and programs administered by the PBO.

“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 eatablisﬁed in the organization’s
performance plan.

“D) The evaluation rating of the performance of the
Chief Operating Officer and senior managers under sub-
sections (d)X4) and (e)(2), including the amounts of bonus
compensation awarded to these individuals.

“(E) Recommendations for legislative and regulatory
changes to improve service to students and their F;milies,
and to improve program efficiency and integrity.

“(F) Other such information as the Director of the
Office of Management and Budget shall prescribe for

rformance based organizations.

3) CONSULTATION WITH STAKEHOLDERS.—The Chief
Operating Officer, in E:ehparing the report described in para-
graph (2), shall establish appropriate means to consult with
borrowers, institutions, lenders, guaranty agencies, secon
markets, and others involved in the delivery system of student
aid under this title—

“(A) regarding the degree of satisfaction with the
delivery system; and

“B) to seek suggestions on means to improve the
delivery system.

“(d) CHIEF RATING OFFICER.—
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“(1) APPOINTMENT.—The management of the PBO shall
be vested in a Chief Operating Officer who shall be appointed
by the Secretary to a term of not less than 3 and not more
than 5 years, 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
after the date of enactment of the Higher Education Amend-
ments of 1998. The appointment shall be made on the basis
of demonstrated management ability and expertise in informa-
tion technology, inclt?giilg experience with financial systems,
and without regard to political affiliation or activity.

“(2) REAPPOINTMENT.—The Secretary may reappoint the
Chief Operating Officer to subsequent terms of not less than
3 and not more than 5 years, so long as the performance
of the Chief Operating Officer, as set forth in the performance
agreement described in paragraph (4), is satisfactory.

“(3) REMovAL.—The Chief Operating Officer may be
removed by—

“(A) the President; or

“B) the Secretary, for misconduct or failure to meet
performance goals set forth in the performance agreement
in paragraph (4).

The President or Secretary shall communicate the reasons for
any such removal to the appropriate committees of Congress.

“(4) PERFORMANCE AGREEMENT.—

“(A) IN GENERAL.—Each year, the Secretary and the
Chief Operating Officer shall enter into an annual perform-
ance agreement, that shall set forth measurable organiza-
tion and individual goals for the Chief Operating Officer.

“(B) TRANSMITTAL.—The final agreement, and any revi-
sion to 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
ilb\iman Resources of the Senate, and made publicly avail-

e.

“(5) COMPENSATION.—

“(A) IN GENERAL.—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 Code, including any applicable locality-based com-
parability anment that may be authorized under section
5304(h)2)XB) of such title. The compensation of the Chief
Operating Officer shall be considered for purposes of section
207(c)2)A) of title 18, United States Code, to be the
equivalent of that described under clause (ii) of section
207(c)X2)(A) of such title.

“B) BoNUs.—In addition, the Chief Operating Officer
may receive a bonus in an amount that does not exceed
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 goals set fo in the
performance agreement described in paragraph (2).

“C) PAYMENT.—Payment of a bonus under this
subparagraph (B) may be made to the Chief rating
Officer only to the extent that such payment does not
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cause the Chief Operating Officer’s total gate com-

pensation in a calendar year to equal or the amount

of the President’s salary under section 102 of title 3, United

States Code.

“(e) SENIOR MANAGEMENT.—

“(1) APPOINTMENT.—

“(A) IN GENERAL.—The Chief Operating Officer may
appoint such senior managers as that officer determines
necessary without regard to the provisions of title 5, United
States Code, governing appointments in the competitive
Bervice.

“(B) COMPENSATION.—The senior managers described
in subparagraph (A) 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 Sched-
ule pay rates.

“(2) PERFORMANCE AGREEMENT.—Each year, the Chief
Operating Officer and each senior man appointed under
this subsection shall enter into an ann pergrmance agree-
ment that sets forth measurable organization and individual
goals. The agreement shall be subject to review and renegoti-
ation at the end of each term.

“(3) COMPENSATION.—

“(A) IN GENERAL.—A senior manager appointed under
this subsection may be paid at an annual rate of basic

ay of not more e maximum rate of basic pay
or the Senior Executive Service under section 5382 of
title 5, United States Code, including any applicable local-
ity-based comparability payment that may be authorized
under section 5304(h)2)(C) of such title. The compensation
of a senior m shall be considered for pct;?oaea of
section 207(cX2XA) of title 18, United States e, to be
the equivalent of that described under clause (ii) of section
207(cX2)A) of such title.

“B) Bonus.—In addition, a senior manager may
receive a bonus in an amount such that the manager’s
total annual compensation does not exceed 125 percent
of the maximum rate of basic ]{:y for the Senior Executive
Service, including any applicable locality-based com il-
ity payment, based upon the Chief Operating Officer's
evaluation of the manager’s performance in relation to
the goals set forth in the performance agreement described
in paragraph (2).

“(4) REMOVAL.—A senior manager shall be removable by
the Chief Operating Officer, or by the Secretary if the position
of Chief Operating Officer is vacant.

“(f) STUDENT LOAN OMBUDSMAN.—

“(1) ApPOINTMENT.—The Chief Operating Officer, in con-
sultation with the Secretnrf, shall appoint a Student Loan
Ombudsman to provide timely assistance to borrowers of loans
made, insured, or guaranteed under title IV by performing
the functions described in paragraph (3).

“(2) PuBLiIC INFORMATION.—The Chief Operating Officer
shall disseminate information about the availability and func-
tions of the Ombudsman to borrowers and potential borrowers,
as well as institutions of higher education, lenders, guaranty
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Regulations.

Records.

agencies, loan servicers, and other participants in those student

loan !‘Oﬁls.

(3) CTIONS OF OMBUDSMAN.—The Ombudsman shall—

“(A) in accordance with regulations of the Secretary,
receive, review, and atteth to resolve informally com-
plaints from borrowers of loans described in paragraph

(1), including, as appropriate, attempts to resolve such

complaints within the Department of Education and with

institutions of higher education, lenders, guaranty agencies,
loan servicers, and other participants in the loan programs
described in paragraph (lfA); and

“(B) compile a.mr analyze data on borrower complaints
and make appropriate recommendations.

“(4) REPORT.—Each year, the Ombudsman shall submit
a report to the Chief Operating Officer, for inclusion in the
annual report under subsection (c)2), that describes the activi-
ties, and evaluates the effectiveness of the Ombudsman during
the preceding year.

“(g) PERSONNEL FLEXIBILITY.—

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

“é) 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.

“(3) EXCEPTED SERVICE.—The Chief Operating Officer may
appoint, without regard to the provisions of title 5, United
States Code, governing appointments in the competitive service,
not more than 25 technical and Bpmfessionare employees to
administer the functions of the PBO. These employees may
be paid without regard to the provisions of chapter 51 and
subchapter III of chapter 53 of such title relating to classifica-
tion and General Schedule pay rates.

“(h) ESTABLISHMENT OF A FAIR AND EQUITABLE SYSTEM FOR
MEASURING STAFF PERFORMANCE.—The PBO shall establish an
annual performance management system, subject to compliance
with title 5, United States Code and consistent with applicable
provisions of law and regulations, which strengthens the organiza-
tional effectiveness of the PBO by providing for establishing goals
or objectives for individual, group, or organizational performance
(or any combination thereof), consistent with the performance plan
of the PBO and its performance planning l_Froeednrea, includi
those established under the Government Performance and Results
Act of 1993, and communicating such goals or objectives to employ-

ees.

“(i) REPORT.—The Secre and the Chief Operating Officer,
not later than 180 days after the date of enactment of the Higher
Education Amendments of 1998, shall report to Congress on the
Blﬁogosed budget and sources of funding for the operation of the

“(j) AUTHORIZATION OF APPROPRIATIONS.—The Secretary shall
allocate from funds made available under section 458 such funds
as are appropriate to the functions assumed by the PBO. In addi-
tion, there are authorized to be approFriated such sums as may
be necessary to carry out the purposes of this part, including transi-
tion costs.
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“SEC. 142. PROCUREMENT FLEXIBILITY. 20 USC 1018a.

“(a) PROCUREMENT AUTHORITY.—Subject to the authority of
the Secretary, the Chief Operating Officer of a PBO may exercise
the authority of the Secretary to procure property and services
in the performance of functions managed by the PBO. For the

urposes of this section, the term ‘PBO’ includes the Chief Operating
icer of the PBO and any employee of the PBO exercising procure-
ment authority under the preceding sentence.

“(b) IN GENERAL.—Except as provided in this section, the PBO
shall abide by all applicable Federal procurement laws and regula-
tions when procuring property and services. The PBO shall—

“ 1§Jenter into contracts for information systems supporting Contracts.
the programs authorized under title IV to carry out the func-
tions set forth in section 141(b)2); and

“(2) obtain the services of experts and consultants without
regard to section 3109 of title 5, United States Code and set
pa in accordance with such section.

c{SERV‘lCE CONTRACTS.—

“(1) PERFORMANCE-BASED SERVICING CONTRACTS.—The
Chief Operating Officer shall, to the extent practicable, maxi-
mize the use of performance-based aervicinﬁ contracts, consist-
ent with guidelines for such contracts published by the Office
of Federal Procurement Policy, to achieve cost savings and
improve service.

“(2) FEE FOR SERVICE ARRANGEMENTS.—The Chief Operat-
ing Officer shall, when appropriate and consistent with the
purposes of the PBO, acquire services related to the title IV
delivery system from any entity that has the capability and
capacity to meet the requirements for the system, The Chief
Operating Officer is authorized to pay fees that are equivalent
to those paid by other entities to an organization that provides
an information system or service that meets the requirements
of the PBO, as determined by the Chief Operating Officer.
“(d) TWO-PHASE SOURCE-SELECTION PROCEDURES.—

“(1) IN GENERAL.—The PBO may use a two-phase process
for selecting a source for a procurement of property or services.

“(2) FIrST PHASE.—The procedures for the first phase of
the process for a procurement are as follows:

“(A) PUBLICATION OF NOTICE.—The contracting officer
for the procurement shall publish a notice of the procure-
ment in accordance with section 18 of the Office of Federal
Procurement Policy Act (41 U.S.C. 416) and subsections
(e), (f), and (g) of section 8 of the Small Business Act
(156 U.S.C. 637), except that the notice shall include only
- follow(ir;gjx eral d f th

“a gen escription of the scope or purpose
of the procurement that provides sufficient information
on the scope or purpose for sources to make informed
business decisions regarding whether to participate in
the procurement.

“(ii) A description of the basis on which potential
sources are to be selected to submit offers in the second

“(iii) A description of the information that is to
be required under subparagraph (B).
iv) Any additional information that the contract-
ing officer determines appropriate.
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“(B) INFORMATION SUBMITTED BY OFFERORS.—Each
offeror for the procurement shall submit basic information,
such as information on the offeror’s qualifications, the pro-
posed conceptual approach, costs hle] y to be associated
with the proposed conceptual approach, and past perform-
ance of the offeror on Federal Government contracts,
together with any additional information that is requested
by the contracting officer.

“(C) SELECTION FOR SECOND PHASE.—The contracting
officer shall select the offerors that are to be eligible to
participate in the second phase of the process. The contract-
ing officer shall limit the number ofp the selected offerors
to the number of sources that the contracting officer deter-
mines is appropriate and in the best interests of the Federal
Government.

“(3) SECOND PHASE.—

“(A) IN GENERAL.—The contracting officer shall conduct
the second phase of the source selection process in accord-
ance with sections 303A and 303B of the Federal Property
and Administrative Services Act of 1949 (41 U.S.C. 253a
and 253b).

“(B) ELIGIBLE PARTICIPANTS.—Only the sources selected
in the first phase of the process shall be eligible to partici-
pate in the second phase.

“(C) SINGLE OR MULTIPLE PROCUREMENTS.—The second
phase may include a single procurement or multiple

rocurements within the scope, or for the purpose,
escribed in the notice pursuant to paragraph (2)(A).

“(4) PROCEDURES CONSIDERED COMPETITIVE.—The proce-
dures used for selecting a source for a procurement under
this subsection shall be considered competitive procedures for
all purposes.

“(e) USE OF SIMPLIFIED PROCEDURES FOR COMMERCIAL ITEMS.—
Whenever the PBO antic;g;ltes that commercial items will be offered
for a procurement, the PBO may use (consistent with the special
rules for commercial items) the special simplified procedures for
the procurement without regard to—

“(1) any dollar limitation otherwise applicable to the use
of those procedures; and

“(2) the iration of the authority to use special simplified
procedures under section 4202(e) of the Clinger-Cohen Act of
1996 (110 Stat. 654; 10 U.S.C. 2304 note).

“(f) FLEXIBLE WAIT PERIODS AND DEADLINES FOR SUBMISSION
OF OFFERS OF NONCOMMERCIAL ITEMS.—

“(1) AuTHORITY.—In carrying out a procurement, the PBO
may—

“(A) apply a shorter waiting period for the issuance
of a solicitation after the publication of a notice under
section 18 of the Office of Federal Procurement Policy
Act (41 U.S.C. 416) than is required under subsection
(a)}3)A) of such section; and

“(B) notwithstanding subsection (a)(3) of such section,
establish any deadline for the submission of bids or propos-
als that affords potential offerors a reasonable opportunity

to res&ond to the solicitation.
“(2) INAPPLICABILITY TO COMMERCIAL ITEMS.—Paragraph
(1) does not apply to a procurement of a commercial item.
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“(3) CONSISTENCY WITH APPLICABLE INTERNATIONAL AGREE-
MENTS.—If an international agreement is applicable to the
procurement, any exercise of authoriz under paragraph (1)
shall be consistent with the international agreement.

“(g) MODULAR CONTRACTING.—

“(1) IN GENERAL.—The PBO ma satlsfy the requirements
of the PBO for a system incrementally by carrying out succes-
sive procurements of modules of the system. In doing so, the
PBO may use procedures authorized under this subsection to
procure any such module after the first module.

“2) U REQUIREMENT.—A module may not be procured
for a system under this subsection unless the module is useful
independently of the other modules or useful in combination
with another module previously procured for the system.

“(3) CONDITIONS FOR USE OF AUTHORITY.—The PBO may
use procedures authorized under paragraph (4) for the procure-
ment of an additional module for a system if—

“(A) competitive procedures were used for awarding
the contract for the procurement of the first module for
the system; and

“(B) the solicitation for the first module included—

“(i) a general description of the entire system that
was sufficient to provide potential offerors with reason-
able notice of the general scope of future modules;

“(ii) other information sufficient for potential
offerors to make informed business judgments regard-
ing whether to submit offers for the contract for the
first module; and

“(iii) a statement that procedures authorized under
this subsection could be used for awarding subsequent
contracts for the procurement of additional modules
for the system.

“(4) PROCEDURES.—If the procurement of the first module
for a system meets the requirements set forth in paragraph
(3), the PBO may award a contract for the procurement of
an additional module for the system using any of the following
procedures:

“(A) SOLE SOURCE.—Award of the contract on a sole-
source basis to a contractor who was awarded a contract
for a module previously procured for the system under
competitive procedures or procedures authorized under
subparagraph (B).

“(B) ADEQUATE COMPETITION.—Award of the contract
on the basis of offers made by—

“(i) a contractor who was awarded a contract for

a module previously procured for the system after hav-

in.i been selected for award of the contract under this

subparagraph or other competitive procedures; and

“(ii) at least one other offeror that submitted an
offer for a module previously procured for the system
and is expected, on the basis of the offer for the pre-
viously procured module, to submit a competitive offer
for the additional module.

“(C) OTHER.—Award of the contract under any other
Brwedum authorized by law.

(5) NOTICE REQUIREMEN‘I‘ —
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“(A) PUBLICATION.—Not less than 30 days before issu-
ing a solicitation for offers for a contract for a module
for a system under procedures authorized under subpara-
graph (A) or (B) of paragraph (4), the PBO shall publish
in the Commerce Business Daily a notice of the intent
to use such procedures to enter into the contract.

“(B) EXCEPTION.—Publication of a notice is not required
under this paragraph with respect to a use of procedures
authorized under paragraph (4) if the contractor referred
to in that subparagraph (who is to be solicited to submit
an offer) has previously provided a module for the system
under a contract that contained cost, schedule, and
performance goals and the contractor met those goals.

“(C) CONTENT OF NOTICE.—A notice published under
subparagraph (A) with respect to a use of procedures
described in paragraph (4) shall contain the information
required under section 18(b) of the Office of Federal
Procurement Policy Act (41 U.S.C. 416(b)), other than para-
graph (4) of such section, and shall invite the submission
of any assertion that the use of the procedures for the

rocurement involved is not in the best interest of the
ederal Government together with information supporting
the assertion.

“(6) DocUMENTATION.—The basis for an award of a contract
under this subsection shall be documented. However, a justifica-
tion pursuant to section 303(f) of the Federal Property and
Administrative Services Act of 1949 (41 U.S.C. 253(f)) or section
8(h) of the Small Business Act (15 U.S.C. 637(h)) is not
required.

“(7) SIMPLIFIED SOURCE-SELECTION PROCEDURES.—The PBO
may award a contract under any other simplified procedures
prescribed by the PBO for the selection of sources for the
procurement of modules for a system, after the first module,
that are not to be procured under a contract awarded on a
sole-source basis.

“(h) USE oF SIMPLIFIED PROCEDURES FOR SMALL BUSINESS SET-

ASIDES FOR SERVICES OTHER THAN COMMERCIAL ITEMS.—

“(1) AurHorITY.—The PBO may use special simplified
procedures for a procurement of services that are not commer-
cial items if—

“(A) the procurement is in an amount not greater than
$1,000,000;

“(B) the procurement is conducted as a small business
set-aside pursuant to section 15(a) of the Small Business
Act (15 U.S.C. 644(a)); and

“(C) the price cf)arged for supplies associated with
the services procured are items of supply expected to be
less than 20 percent of the total contract price.

“(2) INAPPLICABILITY TO CERTAIN PROCUREMENTS.—The
authority set forth in paragraph (1) may not be used for—

“(A) an award of a contract on a sole-source basis;
or

“(B) a contract for construction.

“(1) GUIDANCE FOR USE OF AUTHORITY.—

“(1) IssuANCE BY PBO.—The Chief Operating Officer of the

PBO, in consultation with the Administrator for Federal
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Procurement Policy, shall issue guidance for the use by PBO
personnel of the authority provided in this section.
“(2) GUIDANCE FROM OFPP.—As part of the consultation
required under p: h (1), the Administrator for Federal
Procurement Polim rovide the PBO with guidance that
is designed to ensure, to the maximum extent practicable, that
the authority under this section is exercised by the PBO in
a manner that is consistent with the exercise of the authority
by the heads of the other performance-based orﬁzm'zations.
“(3) COMPLIANCE WITH OFPP GUIDANCE.—The head of the
PBO shall ensure that the procurements of the PBO under
this section are carried out in a manner that is consistent
with the guidance provided for the PBO under paragraph (2).
“(j) LIMITATION ON MULTIAGENCY CONTRACTING.—No depart-
ment or agency of the Federal Government may purchase propertg
or services under contracts entered into or administered by a PB
under this section unless the purchase is approved in advance
by the senior procurement official of that department or agency
who is responsible for purchasing by the department or agency.

“(k) Laws Nor AFFECTED.—Nothing in this section shall be
construed to waive laws for the enforcement of civil rights or for
the establishment and enforcement of labor standards that are
applicable to contracts of the Federal Government.

“(1) DEFINITIONS.—In this section:

“(1) COMMERCIAL ITEM.—The term ‘commercial item’ has
the meaning given the term in section 4(12) of the Office
of Federal Procurement Policy Act (41 U.S.C. 403(12)).

“(2) COMPETITIVE PROCEDURES.—The term ‘competitive
procedures’ has the meaning given the term in section 309(b)
of the Federal Property and Administrative Services Act of
1949 (41 U.S.C. 259(b)).

“(3) SOLE-SOURCE BASIS.—The term ‘sole-source basis’, with
respect to an award of a contract, means that the contract
is awarded to a source after soliciting an offer or offers from,
and negotiating with, only that source.

“(4) SPECIAL RULES FOR COMMERCIAL ITEMS.—The term
‘special rules for commercial items’ means the regulations set
forth in the Federal uisition Regulation pursuant to section
303(gX1) of the Federal Property and Administrative Services
Act of 1949 (41 U.S.C. 253(g)(1)) and section 31 of the Office
of Federal Procurement Policy Act (41 U.8.C. 427).

“(5) SPECIAL SIMPLIFIED PROCEDURES.—The term ‘special
simplified procedures’ means the procedures applicable to pur-
chases of h%mgerty and services for amounts not greater tian
the simplified acquisition threshold that are set forth in the
Federal Acquisition Regulation Kursuant to section 303(g)(1)(B)
of the Federal Property and inistrative Services Act of
1949 (41 U.S.C. 253(g)1)(A)) and section 31(a)(1) of the Office
of Federal Procurement Policy Act (41 U.S.C. 427(a)(1)).

“SEC. 143. ADMINISTRATIVE SIMPLIFICATION OF STUDENT AID DELIV- 20 USC 1018b.
ERY.

“(a) IN GENERAL.—In order to improve the efficiency and
effectiveness of the student aid delivery system, the Secretary and
the Chief Operating Officer shall encourage and participate in the
establishment of voluntary consensus standards and requirements
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for the electronic transmission of information necessary for the
administration of programs under title IV.

“(b) 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 the delivery of Federal student
financial assistance to conduct these activities within a stand-
ard setting organization.

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

“(c) ADOPTION OF VOLUNTARY CONSENSUS STANDARDS.—Except
with res to the common financial reporting form under section
483(a), the Secretary shall consider adopting voluntary consensus
standards agreed to by the organization described in subsection
(b) for transactions required under title IV, and common data
elements for such transactions, to enable information to be
exchanged electronically between systems administered by the
Department and among participants in the Federal student aid
delivery system.

“(d) USE oF CLEARINGHOUSES.—Nothing in this section shall
restrict the ability of participating institutions and lenders from
using a clearinghouse or servicer to comply with the standards
for the exchange of information established under this section.

“(e) DATA SECURITY.—Any entity that maintains or transmits
information under a transaction covered by this section shall main-
tain reasonable and appropriate administrative, 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 unauthorized uses or disclosures of the information.
“(f) DEFINITIONS.—

“(1) CLEARINGHOUSE.—The term ‘clearinghouse’ means a
public or private entity that processes or facilitates the process-
ing of nonstandard data elements into data elements conform-
ing to standards adopted under this section.

“(2) STANDARD SETTING ORGANIZATION.—The term ‘standard
setting o ization’ means an organization that—

“:A) is accredited by the American National Standards
Institute;

“(B) develops standards for information transactions,
data elements, or any other standard that is necessary
to,dor will facilitate, the implementation of this section;
an

“(C) is open to the participation of the various entities
engaged in the delivery of Federal student financial assist-

ance.

“(3) VOLUNTARY CONSENSUS STANDARD.—The term ‘vol-
un consensus standard’ means a standard developed or
?s)ed y a standard setting organization described in paragraph
2.7
(b) REPEAL oF OLD GENERAL Provisions.—Title XII (20 U.S.C.

1141 et seq.) is repealed.
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(c) REPEAL OF TiTLE IV DEFINITION.—Section 481 (20 U.S.C.
1088) is amended—
(1) by striking subsections (a), (b), and (c); and
(2) by redesignating subsections (d) through (f) as sub-
sections (a) through (c), respectively.

SEC. 102. CONFORMING AMENDMENTS.

(a) CONFORMING AMENDMENTS CORRECTING REFERENCES TO
SECTION 1201.—
(1) AGRICULTURE.—

(A) STUDENT INTERNSHIP PROGRAMS.—Section 922 of
the Federal Agriculture Improvement and Reform Act of
1996 (7 U.S.C. 2279c¢) is amended—

(1) in subsection (a}1XB)—
(I) by striking “1201” and inserting “101”; and
(II) by striking “(20 U.S.C. 1141)”; and

(ii) in subsection (b)(1)—
(I) by striking “1201” and inserting “101”; and
(II) by striking “(20 U.S.C. 1141)".

(B) AGRICULTURAL SCIENCES EDUCATION.—Section
1417(jX1)A) of the National Agricultural Research, Exten-
sion, and Teaching Policy Act of 1977 (7 U.S.C.
3152(j)1)(A)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".
(2) ARMED FORCES.—

(A) SCIENCE AND MATHEMATICS EDUCATION IMPROVE-
MENT PROGRAM.—Section 2193(cX1) of title 10, United
States Code, is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(B) SUPPORT OF SCIENCE, MATHEMATICS, AND ENGINEER-
ING EDUCATION.—Section 2199(2) of title 10, United States
Code, is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

C) ALLOWABLE COSTS UNDER DEFENSE CONTRACTS.—
Section 841(c)2) of the National Defense Authorization
Act for fiscal year 1994 (10 U.S.C. 2324 note) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))”.

(D) ENVIRONMENTAL RESTORATION INSTITUTIONAL
GRANTS FOR TRAINING DISLOCATED DEFENSE WORKERS AND
YOUNG ADULTS.—Section 1333(i)(3) of the National Defense
Authorization Act for fiscal year 1994 (10 U.S.C. 2701
note) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(E) ENVIRONMENTAL EDUCATION OPPORTUNITIES PRO-
GRAM.—Section 1334(k)(3) of the National Defense
Authorization Act for fiscal year 1994 (10 U.S.C. 2701
note) is amended—

(i) by striking “1201(a)” and inserting “101”; and

(ii) by striking “(20 U.S.C. 1141(a))".

ENVIRONMENTAL SCHOLARSHIP AND FELLOWSHIP
PROGRAMS.—Section 4451(b)1) of the National Defense
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Authorization Act for 1993 (10 U.S.C. 2701 note) is amend-

ed—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))”.

(3) APPLICATION OF ANTITRUST LAWS TO AWARD OF NEED-
BASED EDUCATIONAL AID.—Section 568(c)(3) of the Improving
America’s Schools Act of 1994 (15 U.S.C. 1 note) is amended—

(A) by striking “1201(a)” and inserting “101”; and

(B) by striking “(20 U.S.C. 1141(a))”.

(4) OMNIBUS PARKS AND PUBLIC LANDS MANAGEMENT ACT
OF 1996.—Section 1007(c)(5) of the Omnibus Parks and Public
Lands Management Act of 1996 (16 U.S.C. 698u-5) is amended
by striking “1201(a) of the Higher Education Act of 1965 (20
U.S.C. 1141(a))” and inserting “101 of the Higher Education
Act of 1965”.

(5) RESTRICTIONS ON FORMER OFFICERS, EMPLOYEES, AND
ELECTED OFFICIALS OF THE EXECUTIVE AND LEGISLATIVE
BRANCHES.—Section 207(j)(2)(B) of title 18, United States Code,
is amended by striking “1201(a)” and inserting “101”.

(6) EDUCATION.—

(A) HIGHER EDUCATION AMENDMENTS OF 1992.—Section
1(c) of the Higher Education Amendments of 1992 (20
U.S.Cb1001 note) is amended by striking “1201” and insert-
ing “101”.

(B) TREATMENT OF BRANCHES.—Section 498(j)(2) of the
Higher Education Act of 1965 (20 U.S.C. 1099¢(j)(2)) is
amended by striking “1201(a)(2)” and inserting “101(a)(2)".

(C) DISCLOSURE REQUIREMENTS.—Section
429(d)(2)B)(ii) of the General Education Provisions Act
(20 U.S.C. 1228c(d)(2)(B)(ii)) is amended by striking
“1201(a)” and inserting “101".

(D) HARRY S. TRUMAN SCHOLARSHIPS.—Section 3(4) of
the Harry S. Truman Memorial ScholarshiP Act (20 US.C.
E{)gi‘zs‘l)) is amended by striking “1201(a)” and inserting

(E) TECH-PREP EDUCATION.—Section 347(2)(A) of the
Carl D. Perkins Vocational and Applied Technology Edu-
cation Act (20 U.S.C. 2394e(2)A)) is amended by striking
“1201(a)” and inserting “101”.

(F) EDUCATION FOR ECONOMIC SECURITY.—Section 3(6)
of the Education for Economic Security Act (20 U.S.C.
§?812£6}) is amended by striking “1201(a)” and inserting

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

(i) in paragraph (3), by striking “1201(a)” and
inserting “101”; and
(i1) in paragraph (4), by striking “1201(d) of the

Higher Education Act of 1965” and inserting “14101

(111!'; Gg:;e Elementary and Secondary Education Act of

(H) BARRY GOLDWATER SCHOLARSHIPS.—Section 1403(4)
of the Barry Goldwater Scholarship and Excellence in Edu-
cation Act (20 U.S.C. 4702(4)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))”.
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(I) MORRIS K. UDALL SCHOLARSHIPS.—Section 4(6) of
the Morris K. Udall Scholarship and Excellence in National
Environmental and Native American Public Polit':‘y Act of
1992 (20 U.S.C. 5602(6)) is amended by striking “1201(a)”
and inserting “101”.

(J) BILINGUAL EDUCATION, AND LANGUAGE ENHANCE-
MENT AND ACQUISITION.—Section 7501(4) of the Elementary
and Secondary Education Act of 1965 (20 U.S.C. 7601(4))
is amended by striking “1201(a)” and inserting “101”.

(K) GENERAL DEFINITIONS.—Section 14101(17) of the
Elementary and Second Education Act of 1965 (20
U.S.C. 8801(17)) is amended by striking “1201(a)” and
inserting “101”.

(L) NATIONAL EDUCATION STATISTICS.—Section 402(c)(3)
of the National Education Statistics Act of 1994 (20 U.S.C.
g:(llgll,gc)(:i)) is amended by striking “1201(a)” and inserting
(7) FOREIGN RELATIONS.—

(A) ENVIRONMENT AND SUSTAINABLE DEVELOPMENT
EXCHANGE PROGRAM.—Section 240(d) of the Foreign Rela-
tions Authorization Act, Fiscal Years 1994 and 1995 (22
U.S.C. 2452 note) is amended by striking “1201(a)” and

insem.n%' “101”.
(B) SMITH MEMORIAL EXCHANGE PROGRAM.—

Section 112(a)(8) of the Mutual Educational and Cultural

Exchange Act of 1961 (22 U.S.C. 2460(a)8)) is amended—
(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(C) SOVIET-EASTERN EUROPEAN TRAINING.—Section
803(1) of the Soviet-Eastern European Research and Train-
ing Act of 1983 (22 U.S.C. 4502(1)) is amended by striking
“1201(a)” and inserting “101”.

(D) DEVELOPING COUNTRY SCHOLARSHIPS.—Section
603(d) of the Foreign Relations Authorization Act, Fiscal
Years 1986 and 1987 (22 U.S.C. 4703(d)) is amended by
striking “1201(a)” and inserting “101”.

(8) INDIANS.—

(A) SNYDER ACT.—The last paragraph of section 410
of the Act entitled “An Act authorizin apcgmpriations and
expenditures for the administration of Indian Affairs, and
for other p s”, approved November 2, 1921 (25 U.S.C.
13) (commo;iy known as the Snz'der Act) is amended by
striking “1201” and inserting “101”.

(B) TRIBALLY CONTROLLED COMMUNITY COLLEGE ASSIST-
ANCE.—Section 2(a)(5) of the Tribally Controlled Commu-
nity College Assistance Act (25 U.S.C. 1801(a)5)) is amend-
ed by striking “1201(a)” and inserting “101”.

(C) CONSTRUCTION OF NEW FACILITIES.—Section
113(bX2) of the Tribally Controlled Community College
Assistance Act (25 U.S.C. 1813(b)2)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(D) AMERICAN INDIAN TEACHER TRAINING.—Section
1371(a)(1)B) of the Higher Education Amendments of 1992
(25 U.S.C. 3371(a)(1)XB)) is amended by striking “1201(a)”
and inserting “101”.

(9) LABOR,—
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(A) REHABILITATION DEFINITIONS.—Section 6(23) of the

Rehabilitation Act of 1973 (29 U.S.C. 705(23)) is amended—
(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(B) TECHNOLOGY RELATED ASSISTANCE FOR INDIVIDUALS
WITH DISABILITIES ACT OF 1988.—Section 3(8) of the Tech-
nology Related Assistance for Individuals with Disabilities
Act of 1988 (29 U.S.C. 2202(8)) is amended by strikin
“1201(a) of the Higher Education Act of 1965 (20 U.S.C.
1}%&2«5})” and inserting “101 of the Higher Education Act
0 i
(10) SURFACE MINING CONTROL.—Section 701(32) of the Sur-

face Mining Control and Reclamation Act of 1977 (30 U.S.C.
1291(32)) is amended by striking “1201(a)” and inserting “101”.
(11) POLLUTION PREVENTION.—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”.
(12) POSTAL SERVICE.—Section 3626{%)}(3) of title 39 United
States Code, is amended—
(A) by striking “1201(a)” and inserting “101”; and
(B) by striking “(20 U.S.C. 1141(a))".
(13) PUBLIC HEALTH AND WELFARE.—

(A) PUBLIC HEALTH SERVICE ACT.—Section 705(a)(2)(C)
of the Public Health Service Act (42 U.S.C. 292d(a)}2)C))
is amended by striking “section 481(a)” and inserting “sec-
tion 102(a)”.

(B) SCIENTIFIC AND TECHNICAL EDUCATION.—Section
3(g) of the Scientific and Advanced-Technology Act of 1992
(42 U.S.C, 1862i(g)) is amended—

(i) in paragraph (2)—
F by striking “1201(a)” and inserting “101”;
an

(I by stnk.lng “(20 U.S.C. 1141(a))”; and
(ii) in paragraph (3)—
;Jb}r striking “1201(a)” and inserting “101”;

(II) by striking “(20 U.S.C. 1141(a))”.

(C) OLDER AMERICANS.—Section 102(32) of the Older

Americans Act of 1965 (42 U.S.C. 3002(32)) is amended—
(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(D) JUSTICE SYSTEM IMPROVEMENT.—Section 901(17)
of the Omnibus Crime Control and Safe Streets Act of
1968 (42 U.S.C. 3791(17)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(E) ENERGY TECHNOLOGY COMMERCIALIZATION SERVICES
PROGRAM.—Section 362(f)(5)(A) of the Energy Policy and
Conservation Act (42 U.S.C. 6322(f}5)(A)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(F') ENVIRONMENTAL RESTORATION AND WASTE MANAGE-
MENT.—Section 3132(b)X1) of the National Defense
Authorization Act for Fiscal Years 1992 and 1993 (42 U.S.C.
7274e(b) 1)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".
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(G) HEAD START.—Section 649(c)(3) of the Head Start
Act (42 U.S.C. 9844(c)(3)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(H) STATE DEPENDENT CARE DEVELOPMENT GRANTS.—
Section 670G(5) of the Child Care and Development Block
Grant Act of 1990 (42 U.S.C. 9877(5)) is amended by strik-
ing “1201(a)” and inserting “101”.

(I) INSTRUCTIONAL ACTIVITIES FOR LOW-INCOME
YOUTH.—The matter preceding subparagraph (A) of section
682(b)(1) of the Community Services Block Grant Act (42
U.S.C. 9910c¢(b)1)) is amended by striking “1201(a)” and
inserting “101”.

(J) DRUG ABUSE EDUCATION.—Section 3601(7) of the
Anti-Drug Abuse Act of 1988 (42 U.S.C. 11851(7)) is
amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(K) NATIONAL AND COMMUNITY SERVICE.—Section
101(13) of the National and Community Service Act of
1990 (42 U.S.C. 12511(13)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(L) CIVILIAN COMMUNITY CORPS.—Section 166(6) of the
National and Community Service Act of 1990 (42 U.S.C.
12626(6)) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(M) CRANSTON-GONZALEZ NATIONAL AFFORDABLE HOUS-
ING 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”.

(N) COMMUNITY SCHOOLS YOUTH SERVICES AND SUPER-
VISION GRANT PROGRAM.—The definition of public school
in section 30401(b) of the Community Schools Youth Serv-
ices and Supervision Grant Program Act of 1994 (42 U.S.C.
13791(b)) is amended—

(i) by striking “1201” each place the term appears
and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(i))".

(O) PoLICE CORPS.—The definition of institution of
higher education in section 200103 of the Police Corps
Act (42 U.S.C. 14092) is amended—

(i) by striking “1201(a)” and inserting “101”; and
(ii) by striking “(20 U.S.C. 1141(a))".

(P) LAW ENFORCEMENT SCHOLARSHIP PROGRAM.—The
definition of institution of higher education in section
200202 of the Law Enforcement Scholarship and Recruit-
ment Act (42 U.S.C. 14111) is amended—

(i) by striking “1201(a)” and inserting “101”; and

(ii) by striking “(20 U.S.C. 1141(a))".
(14) TELECOMMUNICATIONS.—Section 223(h)(4) of the Tele-
communications Act of 1934 (47 U.S.C. 223(h)4)) is amended—

(A) by striking “1201” and inserting “101”; and

(B) by striking “(20 U.S.C. 1141)".

50-1940-98-24: QL3 Part 2
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(15) WAR AND NATIONAL DEFENSE.—Section 808(3) of the
David L. Boren National Security Education Act of 1991 (50
U.S.C. 1908(3)) is amended—

(A) by striking “1201(a)” and inserting “101”; and
(B) by striking “(20 U.S.C. 1141(a))".
(b) INTERNAL CROSS REFERENCES.—The Act (20 U.S.C. 1001

et seq.) is amended—

(1) in section 402A(cX2) (20 U.S.C. 1070a-11(cX2)), by
striking “1210” and inserting “118”;

(2) in section 435(a) (20 U S.C. 1085(a)), by striking “section
481” and inserting “section 102";

(3) in section 485(f)1XI) (20 U.S.C. 1092(F)1XI)), by
striking “1213” and inserting “120”;

(4) in section 487(d) (20 U.S.C. 1094(d)), by striking “section
481” and inserting “section 102";

(5) in subsections (j) and (k) of section 496 (20 U.S.C.
1099b), by striking “section 481” each place the term appears
and inserting “section 102”;

(6) in section 498(i) (20 U.S.C. 1099¢c) is amended by
striking “section 481" and inserting “section 102”;

(7) in section 498(j) (20 U.S.C. 1099¢(j))—

(A) in paragraph (1), by striking “sections 481(b)5)
and 481(cX3)” and inserting “sections 102(b)(1(E) and
102(c)(1XC)”; and

(B) in paragraph (2), by striking “1201(a)2)” and
inserting “101(a)2)”; and
(8) in section 631(a)8) (20 U.S.C. 1132(a)8))—

(A) by striking “section 1201(a)” each place the term
appears and msertmg “section 101”; and

s (B) by striking “of 1201(a)” and inserting “of section

101”,

(¢) ADDITIONAL CONFORMING AMENDMENTS CORRECTING

REFERENCES TO SECTION 481.—

(1) 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 paragraph (11)B)viii), by striking “section

481(b)” and inserting “section 102(b)”; and

(B) in paragraph (12), by striking “section 481" and

inserting “section 102",

(2) NATIONAL AND COMMUNITY SERVICE ACT OF 1990.—
Section 148(%} 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))”
211335 j.nserting “section 102 of the Higher Education Act of
(d) WORKFORCE INVESTMENT AcT OF 1998.—The Workforce

Investment Act of 1998 is amended—

(1) in section 101(35) (29 U.S.C. 2801(35)), by striking
“section 481 of the Higher Education Act of 1965 (20 U.S.C.
1088)” and inserting “section 102 of the Higher Education Act
of 1965”; an

(2) in section 203(11) (20 U.S.C. 9202(11)), by striking
“section 1201 of the Higher Education Act of 1965 (20 U.S.C.
lf}‘;é{);’s’?nd inserting “section 101 of the Higher Education Act
o s
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TITLE II-TEACHER QUALITY

SEC. 201. TEACHER QUALITY ENHANCEMENT GRANTS.

The Act is amended by inserting after title I (20 U.S.C. 1001
et seq.) the following:

“TITLE II-TEACHER QUALITY EN-
HANCEMENT GRANTS FOR STATES
AND PARTNERSHIPS

“SEC. 201. PURPOSES; DEFINITIONS. 20 USC 1021.

“(a) PURPOSES.—The purposes of this title are to—

“(1) improve student achievement;

“(2) improve the quality of the current and future teachin
force by improving the preparation of prospective teachers anﬁ
enhancing professional Eevelo ment activities;

“(3) hold i;:tit.utﬂ:nga of the er education acnouns]‘t::ibl}!e fos
preparing teachers w ve necessary teaching skills an
m%ymm t in the academic content areas in which
the teachers plan to teach, such as mathematics, science,
English, foreign languages, history, economics, art, civics,
Government, and phy, including training in the effective
uses of technology in classroom; and

“(4) recruit highly qualified individuals, including individ-
uals from other occupations, into the teaching force.

“(b) DEFINITIONS.—In this title:

“(1) ArTs AND SCIENCES.—The term ‘arts and sciences’
means—

“(A) when referring to an organizational unit of an
institution of higher education, any academic unit that
offers 1 or more academic majors in disciplines or content
areas corresponding to the academic subject matter areas
in which teachers provide instruction; and

“(B) when referring to a specific academic subject mat-
ter area, the disciplines or content areas in which academic
majors are offered by the arts and science organizational
unit.

“(2) HIGH NEED LOCAL EDUCATIONAL AGENCY.—The term
‘high need local educational agency’ means a local educational
agency that serves an elementary school or secondary school
located in an area in which there is—

“(A) a high percentage of individuals from families
with incomes below the poverty line;

“B) a high percentage of secondary school teachers
not teaching in the content area in which the teachers
were trained to teach; or

“(C) a high teacher turnover rate.

“(3) POVERTY LINE.—The termoﬂ‘apoverty line’ means the
verty line (as defined the ce of Management and
udget, and revised annually in accordance with section 673(2)

of the Community Services Block Grant Act (42 U.S.C. 9902(2)))
applicable to a family of the size involved.
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“SEC. 202. STATE GRANTS.

“(a) IN GENERAL—From amounts made available under section
210(1) for a fiscal year, the Secretary is authorized to award grants
under this section, on a competitive basis, to eligible States to
enable the eligible States to carry out the activities described in
subsection (d).

“(b) ELIGIBLE STATE.—

“(1) DEFINITION.—In this title, the term °‘eligible State’
means—

“(A) the Governor of a State; or

“B) in the case of a State for which the constitution
or law of such State designates another individual, entity,
or agency in the State to be responsible for teacher certifi-
cation and preparation activity, such individual, entity,
or cy.

“(2) CoNsULTATION.—The Governor and the individual,
entity, or agency designated under paragraph (1) shall consult
with the Governor, State board of education, State educational
agency, or State agency for higher education, as appropriate,
with respect to the activities assisted under this section.

“(8) CoNsTRUCTION.—Nothing in this subsection 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, entity, or official.

“(c) APPLICATION.—To be eligible to receive a grant under this
section, an eligible State shall, at the time of the initial grant
application, submit an application to the Secretary that—

“(1) meets the requirement of this section;

“(2) includes a description of how the eligible State intends
to use funds provided under this section; and

“(8) contains such other information and assurances as
the Secretary may require.

“(d) Uses oF FUNDS.—An eligible State that receives a grant
under this section shall use the grant funds to reform teacher
preparation requirements, and to ensure that current and future
teachers possess the necessary teaching skills and academic content
knowledge in the subject areas in which the teachers are assigned
to teach, by carrying out 1 or more of the following activities:

“(1) REFORMS.—Implementing reforms that hold institu-
tions of higher education with teacher preparation programs
accountable for preparing teachers who are highly competent
in the academic content areas in which the teachers plan to
teach, and possess strong teaching skills, which may include
the use of rigorous subject matter competency tests and the

uirement that a teacher have an academic major in the
subject area, or related discipline, in which the teacher plans
to teach.

“(2) CERTIFICATION OR LICENSURE REQUIREMENTS.—Reform-
ing teacher certification or licensure requirements to ensure
that teachers have the necessary teaching skills and academic
content knowledge in the subject areas in which teachers are
assigned to teach.

“(8) ALTERNATIVES TO TRADITIONAL PREPARATION FOR
TEACHING.—Providing prospective teachers with alternatives to
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traditional preparation for teaching through programs at col-
leges of arts and sciences or at nonprofit educational organiza-
tions.
& “(4) ALTERNATIVE hl;ouma TO STATE CERTIFICATION.—
arrying out programs that—
g“(A} l:'include support during the initial teaching
experience; and
“(B) establish, and, or improve alternative routes
to State certification of teachers for hﬁ:l qualified individ-
uals, including mid-career profession %‘om other occupa-
tions, paraprofessionals, former military personnel and
recent college graduates with records of academic distinc-
tion.

“(5) RECRUITMENT; PAY; REMOVAL.—Developing and
implementing effective mechanisms to ensure that local edu-
cational cies and schools are able to effectively recruit
highly qualified teachers, to financially reward those teachers
and principals whose students have made significant pr&gress
toward higg: academic performance, such as through perform-
ance-based compensation systems and access to ongoing profes-
sional development opportunities for teachers and administra-
tors, and to expeditiously remove incompetent or unqualified
teachers consistent with procedures to ensure due process for
the teachers.

“(6) SociAL PROMOTION.—Development and implementation
of efforts to address the problem of social promotion and to
prepare teachers to effectively address the issues raised by
ending the practice of social promotion.

“(7) RECRUITMENT.—Activities described in section 204(d).

“SEC. 203. PARTNERSHIP GRANTS. 20 USC 1023.

“(a) GRANTS.—From amounts made available under section
210(2) for a fiscal year, the Secretary is authorized to award grants
under this section, on a competitive basis, to eligible partnerships
to enable the eligible partnerships to carry out the activities
described in subsections (d) and (e).

“(b) DEFINITIONS.—

“(1) ELIGIBLE PARTNERSHIPS.—In this title, the term
‘eligible partnerships’ means an entity that—

“(A) shall include—
“(i) a partner institution;
“(ii) a school of arts and sciences; and
“iii) a hish need local educational agency; and
“(B) may include a Governor, State educational agency,
the State board of education, the State agency for higher
education, an institution of higher education not described
in subparagraph (A), a public charter school, a public or
private elementarty school or secondary school, a public
or private nonprofit educational organization, a business,

a teacher organization, or a prekindergarten program.

“(2) PARTNER INSTITUTION.—In this section, the term ‘part-
ner institution’ means a private independent or State-supported
public institution of higher education, the teacher training pro-
gram of which demonstrates that—

“(A) graduates from the teacher training p m
exhibit stron% performance on State-determined qualifying
assessments for new teachers through—
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“(i) demonstrating that 80 percent or more of the
duates of the program who intend to enter the
ield of teaching have passed all of the applicable State
qualification assessments for new teachers, which shall
include an assessment of each prospective teacher’s
subject matter knowledge in the content area or areas
in which the teacher intends to teach; or

“(ii) being ranked among the highest-performing
teacher preparation programs in the State as deter-
mined by the State—

“(I) using criteria consistent with the require-
ments for the State report card under section
207(b); and

“(II) using the State report card on teacher
preparation required under section 207(b), after
the first publication of such report card and for
every year thereafter; or

“(B) the teacher training program requires all the stu-
dents of the program to participate in intensive clinical
experience, to meet high academic standards, and—

“(i) in the case of secondary school candidates,
to successfully complete an academic major in the sub-
ject area in which the candidate int:ﬁa to teach or
to demonstrate competence through a high level of
performance in relevant content areas; and

“ii) in the case of elementary school candidates,
to successfully complete an academic major in the arts
and sciences or to demonstrate competence through
a high level of performance in core academic subject

areas.
“(c) APPLICATION.—Each eligible partnership desiring a grant
Secretary

under this section shall submit an application to the
at such time, in such manner, and accompanied by such information
as the Secretary may require. Each such application shall—

“(1) contain a needﬁ tl;sseasment ?lf alldthe pa.rt.neni_ v;lith
respect to teaching and learning and a description of how
the partnership will coordinate with other teacher training
or professional development programs, and how the activities
of the nership will be consistent with State, local, and
othe: ucation reform activities that promote student achieve-
ment;

“(2) contain a resource assessment that describes the
resources available to the partnership, the intended use of
the grant funds, including a description of how the grant funds
will be fairly distribu in accordance with subsection (f),
and the commitment of the resources of the partnership to
the activities assisted under this title, including financial sup-
port, faculty participation, time commitments, and continuation
of the activities when the grant ends; and

“(8) contain a description of—

“(A) how the partnership will meet the purposes of
this title;
“(B) how the partnership will carry out the activities
uired under subsection (d) and any permissible activities
under subsection (e); and
“(C) the partnership’s evaluation plan pursuant to sec-
tion 206(b).



PUBLIC LAW 105-244—OCT. 7, 1998 112 STAT. 1627

“(d) REQUIRED USES OF FUNDS.—An eligible partnership that
receives a grant under this section shall use the grant funds to
carry out the following activities:

“(1) ReEFORMS.—Implementing reforms within teacher
preparation programs to hold the programs accountable for
preparing teachers who are highly competent in the academic
content areas in which the teachers plan to teach, and for
promoting strong teaching skills, including working with a
school of arts and sciences and integrating reliable research-
based teaching methods into the curriculum, which curriculum
shall include programs designed to successfully integrate tech-
nology into teaching and learning.

%) CLINICAL EXPERIENCE AND INTERACTION.—Providing
sustained and high quality preservice clinical experience includ-
ing the mentoring of prospective teachers by veteran teachers,
and substantially increasing interaction between faculty at
institutions of higher education and new and experienced teach-
ers, principals, and other administrators at elementary schools
or secondary schools, and pmviding support, including prepara-
tion time, for such interaction.

“(3) PROFESSIONAL DEVELOPMENT.—(Creating opportunities
for enhanced and ongoing professional development that
imglroves the academic content knowledge of teachers in the
subject areas in which the teachers are certified to teach or
in which the teachers are working toward certification to teach,
and that promotes strong teaching skills.

“(e) ALLOWABLE USES OF FUNDS.—An eligible partnership that
receives a grant under this section may use such to carry
out the following activities:

“(1) TEACHER PREPARATION AND PARENT INVOLVEMENT.—
Preparing teachers to work with diverse student populations,
including individuals with disabilities and limited lgonghah pro-
ficient individuals, and involving parents in the teacher
preparation program reform process.

“(2) DISSEMINATION AND COORDINATION.—Broadly dissemi-
nating information on effective practices used by the partner-
ship, and coordinating with the activities of the Governor, State
board of education, State higher education agency, and State
educational agency, as appropriate.

“(3) MANAGERIAL AND LEADERSHIP SKILLS.—Developing and
implementing proven mechanisms to provide principals and
superintendents with effective managerial and leadership skills
that result in increased student achievement.

204(:‘1(;9 TEACHER RECRUITMENT.—Activities described in section

“(f) SpECIAL RULE.—No individual member of an eligible part-
nership shall retain more than 50 percent of the funds made avail-
able to the partnership under this section.

)hCDNSTRthglcg'{ON.—N mg go this section sha.lﬁml lz:ie mnstr;lsd
to prohibit an eligible partn ip from using grant s to coordi-
nate with the activities of more than one Governor, State board
of education, State educational agency, local educational agency,
or State agency for higher education.

“SEC. 204. TEACHER RECRUITMENT GRANTS. 20 USC 1024.

“(a) PROGRAM AUTHORIZED.—From amounts made available
under section 210(3) for a fiscal year, the Secretary is authorized
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to award grants, on a competitive basis, to eligible a(l:'plimts to
enable the eligible applicants to carry out activities described in
subsection (d).

“(b) ELIGIBLE APPLICANT DEFINED.—In this title, the term
‘eligible applicant’ means—

"Fl) an eligible State described in section 202(b); or

“2) an eligible partnership described in section 203(b).
“(c) APPLICATION.—Any eligible applicant desiring to receive

a grant under this section s submit an application to the Sec-
retary at such time, in such form, and containing such information
as the Secretary may require, including—

“(1) a description of the assessment that the eligible
applicant, and the other entities with whom the eligible
applicant will carry out the grant activities, have undertaken
to determine the most critical needs of the participating high-
need local educational agencies;

“(2) a description of the activities the eligible applicant
will carry out with the t; and

“(3) a description of the eligible applicant’s plan for continu-
ing the activities carried out with the grant, once Federal
funding ceases.

“(d) Uses oF Funps.—Each eligible applicant receiving a grant
under this section shall use the t funds—

“(1XA) to award scho arshH)s to help students pay the
costs of tuition, room, board, and other expenses of completing
a teacher preparation program;

“(B) to provide support services, if needed to enable scholar-
Sh? recipients to complete postsecondary education programs;
an

“(C) for followup services provided to former scholarship
recipients during the recipients first 3 years of teaching; or

“2) to develop and implement effective mechanisms to
ensure that high need local educational ncies and schools
are able to effectively recruit highly qualified teachers.

“(e) SERVICE REQUIREMENTS.—The Secretary shall establish
such requirements as the Secretary finds necessary to ensure that
recipients of scholarships under this section who complete teacher
education programs sugsequently teach in a high-need local edu-
cational agency, for a period of time equivalent to the period for
which the recipients receive scholarship assistance, or repay the
amount of the scholarship. The Secretary shall use any such repay-
ments to carry out additional activities under this section.

“SEC. 205. ADMINISTRATIVE PROVISIONS.

“(a) DURATION; ONE-TIME AWARDS; PAYMENTS.—
“(1) DURATION.—
“(A) ELIGIBLE STATES AND ELIGIBLE APPLICANTS.—
Grants awarded to eligible States and eligible applicants
13mder this title shall be awarded for a period not to exceed
years.
“(B) ELIGIBLE PARTNERSHIPS.—Grants awarded to
eligible partnerships under this title shall be awarded for
a period of 5 years.
“(2) ONE-TIME AWARD.—An eligible State and an eligible
partnerahzi&ma receive a grant under each of sections 202,
203, and only once.
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“(3) PAYMENTS.—The Secretary shall make annual pay-
ments of grant funds awarded under this part.
i3 The Secretary shall provide the applicati

e ANEL.— rovide the applications
submitted under this title to a peer mv:}:aw panel for evaluation.
With respect to each application, the review panel shall
lmt.lallzl recommend the application for funding or for dis-
approval.

“2) PrioRITY.—In recommending applications to the

for funding under this title, the panel shall—
“(A) with res to grants under section 202, give
priority to eligible States serving States that—

“(i) have initiatives to reform State teacher certifi-
cation requirements that are designed to ensure that
current and future teachers possess the necessary
teaching skills and academic content knowledge in the
subject areas in which the teachers are certified or
licensed to teach;

G h‘;(ﬁlg i:;ﬁiudeﬁinnog%iivt:a r:til‘orms to hoi‘ii institutions
r education wi er p. on programs
accountable for preparing teachers wﬂo are hi&lhly com-
petent in the academic content area in which the teach-
ers plan to teach and have strong teaching skills; or
e e e
aimed a ucing the y qu

rs in high poverty urban and rural areas;

“(B) with respect to grants under section 203—

“(i) give priority to applications from eligible part-
nemhi_ps that involve businesses; and

“(i1) take(l) intodjngm.deratiotm e dian

* iding an equitable ic distribu-
tiog of g:“ grants th?;mghoutgt.fgm nited States;
an

“(II) the potential of the proposed activities
for creating improvement and positive ]

“(3) SECRETARIAL SELECTION.—The Secretary deter-
mine, based on the review process, which aﬁlication shall
receive funding and the amounts of the grants. In d ini
grant amounts, the Secre shall take into account the to
amount of funds available for all grants under this title and
the types of activities proposed to be carried out.

“(c) MATCHING REQUIREMENTS.—

“(1) STATE GRANTS.—Each eligible State receiving a grant
under section 202 or 204 shall provide, from non-Federal
sources, an amount equal to 50 percent of the amount of the

t (in cash or in kind) to carry out the activities supported

y the grant.

“(2) PARTNERSHIP GRANTS.—Each eh;g’ble partnership
receiving a grant under section 203 or 204 shall provide, from
non-Federal sources (in cash or in kind), an amount equal
to 25 percent of the grant for the first year of the grant,
35 percent of the grant for the second year of the grant, and
50 percent of the grant for each sueceej.'ing year of the t.
“(d) LIMITATION ON ADMINISTRATIVE EXPENSES.—An eligible

State or eligible partnership that receives a grant under this title
may not use more than 2 percent of the grant funds for purposes
of administering the grant.
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“(e) TEACHER QUALIFICATIONS PROVIDED TO PARENTS UPON
REQUEST.—Any local educational agency or school that benefits
from the activities assisted under this title shall make available,
upon request and in an understandable and uniform format, to
any parent of a student attending any school served by the local
educational agency, information regarding the qualification of the
student’s classroom teacher with regard to the subject matter in
which the teacher provides instruction. The local educational agency
shall inform parents that the parents are entitled to receive the
information upon request.

“SEC. 206. ACCOUNTABILITY AND EVALUATION,

“(a) STATE GRANT ACCOUNTABILITY REPORT.—An eligible State
that receives a grant under section 202 shall submit an annual
accountability report to the Secretary, the Committee on Labor
and Human Resources of the Senate, and the Committee on Edu-
cation and the Workforce of the House of Representatives. Such
report shall include a description of the degree to which the eligible
State, in using funds provided under such section, has made
substantial progress in meeting the following goals:

“(1) STUDENT ACHIEVEMENT.—Increasing student achieve-
ment for all students as defined by the eligible State.

“(2) RAISING STANDARDS.—Raising the State academic
standards required to enter the teaching profession, including,
where appropriate, through the use of incentives to incorporate
the requirement of an academic major in the subject, or related
discipline, in which the teacher plans to teach.

“(3) INITIAL CERTIFICATION OR LICENSURE.—Increasing suc-
cess in the pass rate for initial State teacher certification or
licensure, or increasing the numbers of highly qualified individ-
uals being certified or licensed as teachers tﬂrough alternative
programs.

“(4) CORE ACADEMIC SUBJECTS.—

“(A) SECONDARY SCHOOL CLASSES.—Increasing the
percentage of secondary school classes taught in core aca-
demic subject areas by teachers—

“(i) with academic majors in those areas or in
a related field;

“(ii) who can demonstrate a high level of com-
petence through rigorous academic subject area tests;
or

“(iii) who can demonstrate competence through a
high level of performance in relevant content areas.
“(B) ELEMENTARY SCHOOL CLASSES.—Increasing the

percentage of elementary school classes taught by teach-

ers—

“(i) with academic majors in the arts and sciences;
or

“(ii) who can demonstrate competence through a
high level of performance in core academic subjects.

“(5) DECREASING TEACHER SHORTAGES.—Decreasing short-
ages of qualified teachers in poor urban and rural areas.

“(6) INCREASING OPPORTUNITIES FOR PROFESSIONAL DEVEL-
OPMENT.—Increasing opportunities for enhanced and ongoing
E;ofessional development that improves the academic content

owledge of teachers in the subject areas in which the teachers
are certified or licensed to teach or in which the teachers
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are working toward certification or licensure to teach, and
that promotes strong teaching skills.

“(7) TECHNOLOGY INTEGRATION.—Increasing the number of
teachers prepared to integrate technology in the classroom.
“(b) ELIGIBLE PARTNERSHIP EVALUATION.—Each eligible part-

nership receiving a grant under section 203 shall establish and
include in the application submitted under section 203(c), an evalua-
tion plan that includes strong performance objectives. The plan
shall include objectives and measures for—

“(1) increased student achievement for all students as
measured by the partnership;

“(2) increased teacher retention in the first 3 years of
a teacher’s career;

“(3) increased success in the pass rate for initial State
certification or licensure of teachers; and

“(4) increased percentage of secondary school classes taught
in core academic subject areas by teachers—

“(A) with academic majors in the areas or in a related
field; and

“(B) who can demonstrate a high level of competence
through rigorous academic subject area tests or who can
demonstrate competence through a high level of perform-
ance in relevant content areas;

“(5) increasing the percentage of elementary school classes
taught by teachers with academic majors in the arts and
sciences or who demonstrate competence through a high level
of performance in core academic su%'ect areas; and

g “(6) increasing the number of teachers trained in tech-
nology.
“(c) REVOCATION OF GRANT.—

“(1) REPORT.—Each eligible State or eligible partnership
receiving a grant under this title shall report annually on
the progress of the eligible State or eligible partnershig toward
meeting the purposes of this title and the goals, objectives,
and measures described in subsections (a) and (b).

“(2) REVOCATION.—

“(A) ELIGIBLE STATES AND ELIGIBLE APPLICANTS.—If
the Secretary determines that an eligible State or eligible
applicant is not making substantial progress in meeting
the purposes, goals, objectives, and measures, as appro-
priate, by the end of the second year of a grant under
this title, then the grant payment shall not be made for
the third year of the grant.

“(B) ELIGIBLE PARTNERSHIPS.—If the Secretary deter-
mines that an eligible partnership is not making substan-
tial progress in meeting the purposes, goals, objectives,
and measures, as appropriate, by the end of the third
year of a grant under this title, then the grant payments
shall not be made for any succeeding year of the grant.

“(d) EVALUATION AND DISSEMINATION.—'%he Secretary shall
evaluate the activities funded under this title and report the Sec-
retary’s findings regarding the activities to the Committee on Labor
and Human Resources of the Senate and the Committee on Edu-
cation and the Workforce of the House of Representatives. The
Secretary shall broadly disseminate successful practices developed
by eligible States and eligible partnerships under this title, and
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Deadline.

shall broadly disseminate information regarding such practices that
were found to be ineffective.

“SEC. 207. ACCOUNTABILITY FOR PROGRAMS THAT PREPARE TEACH-
ERS.

“(a) DEVELOPMENT OF DEFINITIONS AND REPORTING METHODS.—
Within 9 months of the date of enactment of the Higher Education
Amendments of 1998, the Commissioner of the National Center
for Education Statistics, in consultation with States and institutions
of higher education, shall develop key definitions for terms, and
uniform reporting methods (including the key definitions for the
consistent reporting of pass rates), related to the performance of
elementary school and secondary school teacher preparation pro-

“(b) StaTE REPORT CARD ON THE ALITY OF TEACHER
PREPARATION.—Each State that receives funds under this Act shall
provide to the Secretary, within 2 years of the date of enactment
of the Higher Education Amendments of 1998, and annually there-
after, in a uniform and comprehensible manner that conforms with
the definitions and methods established in subsection (a), a State
reglort card on the quality of teacher preparation in the State,
which shall include at least the following:

“(1) A description of the teacher certification and licensure
assessments, any other certification and licensure require-
ments, used by the State.

“(2) The standards and criteria that prospective teachers
must meet in order to attain initial teacher certification or
licensure and to be certified or licensed to teach particular
subjects or in particular grades within the State.

“(3) A description of the extent to which the assessments
and requirements described in paragraph (1) are aligned with
the State’s standards and assessments for students.

“(4) The percentage of teaching candidates who passed
each of the assessments used by the State for teacher certifi-
cation and licensure, and the passing score on each assessment
that determines whether a candidate has passed that assess-
ment.

“(5) The percentage of teaching candidates who passed
each of the assessments used by the State for teacher certifi-
cation and licensure, disaﬁregatgd and ranked, by the teacher
preparation program in that State from which the teacher
candidate received the candidate’s most recent degree, which
shall be made available widely and publicly.

“(6) Information on the extent to which teachers in the
State are given waivers of State certification or licensure
requirements, including the proportion of such teachers distrib-
uted across high- and low-poverty school districts and across
subject areas.

“(7) A description of each State’s alternative routes to
teacher certification, if any, and the percentage of teachers
certified through alternative certification routes who pass State
teacher certification or licensure assessments.

“(8) For each State, a description of proposed criteria for
assessing the performance of teacher preparation programs
within institutions of higlher education in tge State, including
indicators of teacher candidate knowledge and skills.
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“(9) Information on the extent to which teachers or prospec-
tive teachers in each State are required to take examinations
or other assessments of their subject matter knowledge in the
area or areas in which the teachers provide instruction, the
standards established for passing any such assessments, and
the extent to which teachers or prospective teachers are

uired to receive a passing score on such assessments in
order to teach in specific subject areas or grade levels.
“(c) INITIAL REPORT.—

“(1) IN GENERAL.—Each State that receives funds under Deadline.
this Act, not later than 6 months of the date of enactment
of the Higher Education Amendments of 1998 and in a uniform
and comprehensible manner, shall submit to the Secretary the
information described in paragra%ha (1), (5), and (6) of sub-
section (b). Such information shall be compiled by the Secretary Records.
and submitted to the Committee on Labor and Human
Resources of the Senate and the Committee on Education and
the Workforce of the House of Representatives not later than
9 months after the date of enactment of the Higher Education
Amendments of 1998.

“(2) CoNsTRUCTION.—Nothing in this subsection shall be
construed to require a State to gather information that is
not in the possession of the State or the teacher prega.ration
prognma in the State, or readily available to the State or
teacher preparation programs.

“(d) REPORT OF THE SECRETARY ON THE QUALITY OF TEACHER
PREPARATION.—

“(1) REPORT CARD.—The Secretary shall provide to Con- Publication.
gress, and publish and make widely available, a report card Public
on teacher &ﬂualificat.ions and preparation in the United States, ‘nformation.
includi the information reported in p aphs (1) through
(9) of sugsection (b). Such report shall ide:{%rsmtea for which
eligible States and eligible partnerships received a grant under
this title. Such report shall be so provided, published and
made available not later than 2 years 6 months after the
date of enactment of the Higher Education Amendments of
1998 and annually thereafter.

“(2) REPORT TO CONGRESS.—The Secretary shall report to

Con
“(A) a comparison of States’ efforts to improve teaching
quality; and
“(B) regarding the national mean and median scores

on any standardized test that is used in more than 1

State for teacher certification or licensure.

“(3) SPECIAL RULE.—In the case of teacher preparation Records.
progams with fewer than 10 graduates taking any single initial Publication.
teacher certification or licensure assessment during an aca-
demic year, the Secretary shall collect and publish information
with respect to an avertg: pass rate on State certification
or licensure assessments n over a 3-year period.

“(e) COORDINATION.—The Secretary, to the extent practicable, Records.
shall coordinate the information collected and published under this Publication.
title among States for individuals who took State teacher certifi-
cation or licensure assessments in a State other than the State
in which the individual received the individual’s most recent degree.

“(f) INSTITUTIONAL REPORT CARDS ON THE QUALITY OF TEACHER
PREPARATION.—
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Deadline.
Reports.
Public
information.

20 USC 1028.
Deadline.
Procedures.

“(1) REPORT CARD.—Each institution of higher education
that conducts a teacher preparation program that enrolls stu-
dents receiving Federal assistance under this Act, not later
than 18 months after the date of enactment of the Higher
Education Amendments of 1998 and annually thereafter, shall
report to the State and the general public, in a uniform and
comprehensible manner that conforms with the definitions and
methods established under subsection (a), the following
information:

“(A) PAss RATE.—(i) For the most recent year for which
the information is available, the pass rate of the institu-
tion’s graduates on the teacher certification or licensure
assessments of the State in which the institution is located,
but only for those students who took those assessments
within 3 years of completing the program.

“(ii) A comparison of the program’s pass rate with
the average pass rate for programs in the State.

“(iii) %n the case of teacher preparation programs with
fewer than 10 graduates taking any single initial teacher
certification or licensure assessment during an academic
year, the institution shall collect and publish information
with respect to an average pass rate on State certification
or licensure assessments taken over a 3-year period.

“(B) PROGRAM INFORMATION.—The number of students
in the program, the average number of hours of supervised
practice teaching requireg for those in the program, and
the faculty-student ratio in supervised practice teaching.

“C) STATEMENT.—In States that approve or accredit
teacher education programs, a statement of whether the
institution’s program is so approved or accredited.

“(D) DESIGNATION AS LOW-PERFORMING.—Whether the
grogram has been designated as low-performing by the

tate under section 208(a).

“(2) REQUIREMENT.—The information described in para-
graph (1) shall be reported throuﬁh publications such as school
catalogs and promotional materials sent to potential applicants,
secondary school guidance counselors, and prospective employ-
ers of the institution’s program graduates.

“3) FINES.—In adgition to the actions authorized in section
487(c), the Secretary may impose a fine not to exceed $25,000
on an institution of higher education for failure to provide
the information described in this subsection in a timely or
accurate manner.

“SEC. 208. STATE FUNCTIONS.

“(a) STATE ASSESSMENT.—In order to receive funds under this
Act, a State, not later than 2 years after the date of enactment
of the Higher Education Amendments of 1998, shall have in place
a procedure to identify, and assist, through the provision of technical
assistance, low-performing programs of teacher preparation within
institutions of higher education. Such State s provide the Sec-
retary an annual list of such low-performing institutions that
includes an identification of those institutions at-risk of being placed
on such list. Such levels of performance shall be determined solely
by the State and may include criteria based upon information
collected pursuant to this title. Such assessment shall be described
in the report under section 207(b).
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“(b) TERMINATION OF ELIGIBILITY.—Any institution of higher
education that offers a pro, of teacher preparation in which
the State has withdrawn the State’s approval or terminated the
State’s financial support due to the low performance of the institu-
tion’s teacher preparation program based upon the State assessment
described in subsection (a)—

“(1) shall be ineligible for any funding for professional
development activities awarded by the Department of Edu-
cation; and

“2) shall not be permitted to accept or enroll any student
that receives aid under title IV of this Act in the institution’s
teacher preparation program.

“(c) NEGOTIATED RULEMAKING.—If the Secretary develops any

tions implementing subsection (b)(2), the Secretary shall sub-
mit such proposed regulations to a negotiated rulemaking process,
which shngl include representatives of %Dtates, institutions of higher
education, and educational and student organizations.

“SEC. 209. GENERAL PROVISIONS. 20 USC 1029.

“(a) METHODS.—In complying with sections 207 and 208, the
Secretary shall ensure that States and institutions of higher edu-
cation use fair and equitable methods in reporting and that the
reporting methods protect the privacy of individuals.

“(b) SPECIAL RULE.—For each State in which there are no
State certification or licensure assessments, or for States that do
not set minimum performance levels on those assessments—

“1) the g:cretary shall, to the extent dpracticable, collect
data comparable to the data required under this title from
States, local educational agencies, institutions of higher edu-
cation, or other entities that administer such assessments to
teachers or prospective teachers; and

“(2) notwithstanding any other provision of this title, the
Secretary shall use such data to carry out requirements of
this title related to assessments or pass rates.

“(c) LIMITATIONS.—

“(1) FEDERAL CONTROL PROHIBITED.—Nothing in this title
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 private school or home school under State law. This section
shall not be construed to thibit private, religious, or home
:g:tifools from participation in programs or services under this
1Lie.

“(2) NO CHANGE IN STATE CONTROL ENCOURAGED OR
REQUIRED.—Nothing in this title shall be construed to encour-
age or require any change in a State’s treatment of any private,

igious, or home school, whether or not a home school is
treated as a private school or home school under State law.

“(3) NATIONAL SYSTEM OF TEACHER CERTIFICATION PROHIB-
ITED.—Nothing in this title shall be construed to permit, allow,
encourage, or authorize the Secretary to establish or support
any national system of teacher certification.

“SEC. 210. AUTHORIZATION OF APPROPRIATIONS. 20 USC 1030.

“There are authorized to be appropriated to carry out this
title $300,000,000 for fiscal year 1! and such sums as may
be necessary for each of the 4 succeeding fiscal years, of which—
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20 USC 1066 et
seq., 1068 et seqg.

20 USC 1132 et
seq., 1066 et seq.
20 USC 1132 et

seq., 1066 et seg.

20 USC 1135b et
seq., 1067a et seq.

20 USC 1135b et
seq., 1067a et seq.

20 USC 1067L

20 USC 1067g.

“(1) 45 percent shall be available for each fiscal year to
award ts under section 202;

“(2) 45 percent shall be available for each fiscal year to
award ts under section 203; and

“(3) 10 percent shall be available for each fiscal year to
award grants under section 204.".

TITLE III—INSTITUTIONAL AID

SEC. 301. TRANSFERS AND REDESIGNATIONS.

(a) IN GENERAL—The Higher Education Act of 1965 is
amended—

(1) by redesignating part D of title III (20 U.S.C. 1066
et ae%) as part F of title III;

(2) by redesignating sections 351, 352, 353, 354, 356, 357,
358, and 360 (20 U.S.C. 1066, 1067, 1068, 1069, 1069b, 1069c,
1069d, and 1069f) as sections 391, 392, 393, 394, 395, 396,
397, and 399, res ively;

(3) by transferring part B of title VII (20 U.S.C. 1132¢c
et seq.) to title III to follow part C o/ title III (20 U.S.C.
1065 et seq.), and redesignating such part B as part D;

(4) by redesignating sections 721 through 728 (20 U.S.C.
1132¢ and 1132c-7) as sections 341 through 348, re ively;

(56) by transferring subparts 1 and 3 of part B of title
X (20 U.S.C. 1135b et . and 1135d et seq.) to title III
to follow part D of title III (as redesig‘natedeqby paragraph
(3)), and redesignating such subpart 3 as sub 2;

(6) by inserting after part D of title III (as redesignated
by paragraph (3)) the following:

“PART E—MINORITY SCIENCE AND
ENGINEERING IMPROVEMENT PROGRAM”;

(7) by redesignating sections 1021 through 1023 (20 U.S.C.
1135b and 1135b—2), and sections 1041, 1042, 1043, 1044, 1046,
and 1047 (20 U.S.C. 1135d, 1135d-1, 1135d-2, 1135d-3, 1135d—
5, and 1135d-6) as sections 351 through 353, and sections
361, 362, 363, 364, 365, and 366, respectively; an

(8) {?r repealing section 366 (as redesignated by paragraph
(7)) (20 U.S.C. 1135d-6).

(b) CONFORMING AMENDMENTS.—Section 361 (as redesignated
by subsection (a)(7)) (20 U.S.C. 1135d) is amended—

(1) in paragraph (1), by inserting “and” after the semicolon;

(2) in paragraph (2), by striking “; and” and inserting
" D8 by strikin h (3)

8 g paragra .
(c) Cnosg REFERENCES.—'Fiﬂe III (20 U.S.C. 1051 et seq.) is
amended—

(1) in section 311(b) (20 U.S.C. 1057(b)), by scriking
“360(a)(1)” and inserting “399(a)(1)”;

(2) in section 312 (20 U.S.C. 1058)—

(A) in subsection (b)1)B), by striking “352(b)” and
inserting “392(b)”; and

(B) in subsection (cX2), by striking “352(a)” and
inserting “392(a)”;
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(3) in section 313(b) (20 U.S.C. 1059(b)), by striking
“354{3)(1]”sndmaertmg “394(a)(1)”;
(4) in section 342 (as redeelgnated by subsection (a}4)) 20USC 1066a.
(20 U.S.C. 1132¢c-1)—
“3435%%” in paragraph (3), by striking “723(b)” and inserting
s'B) in paragraph (4), by striking “723” and inserting

(€) in the matter preceding bparagraph (A) of
P h (6), by “724(b)” and msertmg
“345(: gl)”m paragraph (8), by striking “725(1)”
“347(”1'3) in pa.ragraph (9), by striking “727” and inserting
(5) in section 343 (as redesignated by subsection (aX4)) 20 USC 1066b.
(20 U.8.C. 1132¢-2)—
(A) in subsection (a), by striking “724” and inserting

“344.!
(B) in subsection (b)—
(i) in the matter preceding paragraph (1), by
;‘l;rékmg “725(1) and 726" and inserting 5(1) and
(ii) in paragraph (10), by striking “724” and insert-
ing “344”; and

(iii) in subsection (d), by striking “723(c)(1)” and
.inserting “343(c)(1)”;
(6) in section 345(2) (as redesignated by subsection (a)(4)) 20USC 1066d.
(20 U.S.C. 1132¢-4(2)), by striking “723” and inserting “343”;
(7) in section 348 (as redesignated by subsection (a)(4}) 20 USC 1066g.
(20 U.S.C. 1132¢-7), by striking “725( 1) and inserting “345(1)";
(8) in section 353(a) (as redesignated by subsection (aXT)) 20USC 1067c.
(20 U.S.C. 1135b-2(a))——
(A) in paragraph (1), by striking “1046(6)” and
inserting “365(6)";
(B) in 3‘:;g(amg'ra}:-h (2), by striking “1046(7)” and

inserting “
(C) in paragraph (3), by striking “1046(8)” and
inserting “365(8)";
) in paragraph (4), by striking “1046(9)” and
inserting “365(9)";

(9) in section 361(1) (as redesignated by subsection (a)(7)) 20 USC 1067g.
'(‘%gs(lg).”s.c. 1135d(1)), by striking “1046(3)” and inserting
(10) in section 362(a) (as redesignated by subsection (a)(7)) 20 USC 1067h.
(20 U.S.C. 1135d-1(a))—
(A) in the matter preceding paragraph (1), by striking
“1041” and inserting “361”; and
(B) in paragraph (1) by striking “1021(b)” and
inserting “351(b)”; and
(11) in section 391(b)6) (as redesignated by subsection 20 USC 1068.
(a)(2)), by striking “357” and inserting “396”.

SEC. 302, FINDINGS.
Section 301(&) (20 U.S.C. 1051(a)) is amended—
(1) by redesignating paragraphs (3) through (7) as para-

graphs (4) through (8), respectively; an
(2) by inserting after paragraph (2) the following:
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“(3) in order to be competitive and provide a high-quality
education for all, institutions of higher education should
improve their technological capacity and make effective use
of technology;”.

SEC. 303. STRENGTHENING INSTITUTIONS.

(a) GRANTS.—Section 311 (20 U.S.C. 1057) is amended by

adding at the end the following:

“(c) AUTHORIZED ACTIVITIES.—Grants awarded under this

section shall be used for 1 or more of the following activities:

Applicability.

“(1) Purchase, rental, or lease of scientific or laboratory
equipment for educational purposes, including instructional and
research purposes.

“(2) Construction, maintenance, renovation, and improve-
ment in classrooms, libraries, laboratories, and other instruc-
tional facilities, including the integration of computer tech-
nology into institutional facilities to create smart buildings.

“(3) Support of faculty exchanges, faculty development, and
faculty fellowships to assist in attaining advanced degrees in
the field of instruction of the faculty.

“(4) Development and improvement of academic programs.

“(5) Purchase of library books, periodicals, and other edu-
cational 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 contrigutions from alumni and the pri-
vate sector.

“(10) Establishing or improving an endowment fund.

“(11) Creating or improving facilities for Internet or other
distance learning academic instruction capabilities, including
purchase or rental of telecommunications technology equipment
or services.

“(12) Other activities proposed in the application submitted
pursuant to subsection (c) that—

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

“(1) IN GENERAL.—An eligible institution may use not more
than 20 percent of the grant funds provided under this part
to establish or increase an endowment fund at such institution.

“(2) MATCHING REQUIREMENT.—In order to be eligible to
use grant funds in accordance with pmﬁl;aph (1), the eligible
institution shall provide matching funds from non-Federal
sources, in an amount equal to or ter than the Federal
funds used in accordance with paragracrh (1), for the establish-
ment or increase of the endowment fund.

“(3) COMPARABILITY.—The provisions of part C, regarding
the establishment or increase of an endowment fund, that
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the Secretary determines are not inconsistent with this sub-

section, shall apply to funds used under paragraph (1).”.

(b) ENDOWMENT DEFINITION.—Section 312 (as amended
by section 301(cX2)) (20 U.S.C. 1058) is amended—

(1) by redesignating subsections (¢) through (f) as sub-
sections (d) t.h.t-tmé:lfl ), respectively; and

(2) by insert %N_Daier subsection (b) the following:

“(c) ENDOWMENT .—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 p se of generating income
for the support of the institution; anﬂ

“(3) does not include real estate.”.

(c) DURATION OF GRANT.—Section 313 (20 U.S.C. 1059) is
amended—

(1) in subsection (b), by inserting “subsection (c) and a
grant under” before “section 394(a)(1)”; and

(2) by adding at the end the following:

“(d) WarT-OuTt-PERIOD.—Each eligible institution that received
a grant under this part for a 5-year tg;;ricod shall not be eligible
to receive an additional grant under this part until 2 years after
the date on which the 5-year grant period terminates.”.

(d) AppLicaTiONS.—Title III is amended by striking section
314 (20 U.S.C. 1059a) and inserting the following:

“SEC. 314. APPLICATIONS. 20 USC 1059a.

“Each eligible institution desiring to receive assistance under
this part submit an application in accordance with the require-
ments of section 391.”.

(e) AMERICAN INDIAN TRIBALLY CONTROLLED COLLEGES AND
ngvlﬁzsﬂms.ﬁ%ection 316 (20 U.S.C. 1059c) is amended to read
as follows:

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

“(a) PROGRAM AUTHORIZED.—The Secretary shall grovide grants
and related assistance to Indian Tribal Colleges and Universities
to enable such institutions to improve and expand their capacity
to serve Indian students.

“(b) DEFINITIONS.—In this section:

“(1) INDIAN.—The term ‘Indian’ has the meaxgﬁ given
the term in section 2 of the Tribally Controlled ege or
University Assistance Act of 1978.

“(2) INDIAN TRIBE.—The term ‘Indian tribe’ has the meaning
given the term in section 2 of the Tribally Controlled College
or University Assistance Act of 1978.
lege op Uni S Bes th e s
ege or Universi e meaning give m y
controlled college or university’ in section 2 of the Tribally
Controlled College or University Assistance Act of 1978, and
includes an institution listed in the Equity in Educational
Land Grant Status Act of 1994.

“(4) INSTITUTION OF HIGHER EDUCATION.—The term ‘institu-
tion of higher education’ means an institution of higher edu-
cation as defined in section 101(a), except that paragraph (2)
of such section shall not apply.
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“(c) AUTHORIZED ACTIVITIES.—

“(1) IN GENERAL.—Grants awarded under this section shall
be used by Tribal Colleges or Universities to assist such institu-
tions to plan, develop, undertake, and carry out activities to
improve and expand such institutions’ capacity to serve Indian
students.

“(2) EXAMPLES OF AUTHORIZED ACTIVITIES.—The activities
described in par ph (1) may include—

“(A) purchase, rental, or lease of scientific or laboratory
equipment for educational purposes, including instructional
and research purposes;

“(B) construction, maintenance, renovation, and
improvement in classrooms, libraries, laboratories, and
other instructional facilities, including purchase or rental
of telecommunications technology equipment or services;

“(C) support of faculty exchanges, faculty development,
and faculty fellowships to assist in attaining advanced
degrees in the faculty’s field of instruction;

“D) academic instruction in disciplines in which
Indians are underrepresented;

“(E) purchase of library books, periodicals, and other
educational materials, including telecommunications pro-
gram material;

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

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

‘t‘l(%l) joint use of facilities, such as laboratories and
libraries;

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

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

“K) establishing community outreach programs that
encourage Indian elementary school and secondary school
students to develop the academic skills and the interest
to pursue postsecondary education; and

“(L) other activities proposed in the application submit-
ted pursuant to subsection (d) that—

“(i) contribute to carrying out the activities
described in subparagraphs (A) through (K); and

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

“(3) ENDOWMENT FUND.—

“(A) IN GENERAL.—A Tribal College or University may
use not more than 20 percent of the grant funds provided
under this section to establish or increase an endowment
fund at the institution.

“(B) MATCHING REQUIREMENT.—In order to be eligible
to use grant funds in accordance with subparagraph (A),
the Tribal College or University shall provide matching
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funds, manamountequa]totheFedm-alﬁmdsusedm
amnrdam:e with subparagraph (A) for the establishment
or increase of the endowment
“(C) COMPARABILITY.—The promona of C Applicability.
ing the establishment or increase of an endowment d
thnt the Secretary determines are not inconsistent with
this ph, shall apply to funds used under subpara-

“(d) g’IJGATION PROCESS.—

) INSTITUTIONAL ELIGIBILITY.—To be eligible to receive
asszstanee under this section, a Tribal College or University
shall be an eligible institution under section 312(b).

“(2) APPLICATION.—Any Tribal College or University desir-
ing to receive assistance under this section shall submit an
application to the Secretary at such time, and in such manner,
as the Secretary ﬂl;nilybyreguhnonreaaonablyrequue.l‘.ach
o applaa)t&og_s lan f the ided

a year plan for improving the assistance provi

by the Tribal College or L?mvemty to Indian students,

increasing the rates at which Indian secondary school stu-

dents 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 Secre may require to demonstrate

compliance with ph (1).

“(3) SPECIAL RULE.—For the Eu of this part, no Tribal
College or University that is eligible for and receives funds
under this section may concurrently receive other funds under
this part or part B.”.

(f) ALASKA NATIVE AND NATIVE HAWAIIAN-SERVING INSTITU-
TIONS.—Part A of title III (20 U.S.C. 1057 et seq.) is amended
by adding at the end the following:

“SEC. 317. ALASEA NATIVE AND NATIVE HAWAIIAN-SERVING INSTITU- 20 USC 1059d.
TIONS.

“(a) PROGRAM AUTHORIZED.—The Secretary shall provide grants
and related assistance to Alaska Native-serving institutions and

Nat.lve Hawaiian-serving institutions to enable such institutions
Nprove and expand their capacity to serve Alaska Natives
ative Hawaiians.

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

“(1) the term ‘Alaska Native’ has the meaning given the
term in section 9308 of the Elementary and Secondary Edu-
cation Act of 1965;

“(2) the term ‘Alaska Native-serving institution’ means an
institution of higher education that—

“(A) is an eligible institution under section 312(b); and
“(B) at the time of application, has an enrollment of
undergraduate students tﬂat is at least 20 percent Alaska

Native students;

“3) the term ‘Native Hawaiian’ has the meamng given
the term in section 9212 of the Elementary and Secondary
Education Act of 1965; and

“(4) the term ‘Native Hawaiian-serving institution’ means
an institution of higher education which—

“(A) is an eligible institution under section 312(b); and
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“(B) at the time of application, has an enrollment of
undergraduate students that is at least 10 percent Native
Hawaiian students.

“(c) AUTHORIZED ACTIVITIES.—

“(1) TYPES OF ACTIVITIES AUTHORIZED.—Grants awarded
under this section shall be used by Alaska Native-serving
institutions and Native Hawaiian-serving institutions to assist
such institutions to plan, develop, undertake, and carry out
activities to improve and expand such institutions’ capacity
to serve Alaska Natives or Native Hawaiians.

“(2) EXAMPLES OF AUTHORIZED ACTIVITIES.—Such programs
may include—

“(A) purchase, rental, or lease of scientific or laboratory
equipment for educational purposes, including instructional
and research purposes;

“(B) renovation and improvement in classroom, library,
laboratory, and other instructional facilities;

“(C) support of faculty exchanges, and faculty develop-
ment and faculty fellowships to assist in attaining advanced
degrees in the faculty’s field of instruction;

“(D) curriculum development and academic instruction;

“(E) purchase of library books, periodicals, microfilm,
and other educational materials;

“F) funds and administrative ment, and
acquisition of equipment for use in strengthening funds
management;

“G) joint use of facilities such as laboratories and
libraries; and

“(H) academic tutoring and counseling programs and
student support services.

“(d) APPLICATION PROCESS.—

“(1) INSTITUTIONAL ELIGIBILITY.—Each Alaska Native-serv-
ing institution and Native Hawaiian-serving institution desiring
to receive assistance under this section shall submit to the
Secretary such enrollment data as may be necessary to dem-
onstrate that the institution is an Alaska Native-servin,
institution or a Native Hawaiian-serving institution as defin
in fﬂlbmm (b), alogg with Bt:;ch other information and data
as the Secre may by regulation require.

“2) APPtf.xrgAﬂONB.—Any institution which is determined
by the Secre to be an Alaska Native-serving institution
or a Native Hawaiian-serving institution may submit an
application for assistance under this section to the Secretary.
Such application shall include—

“(A) a 5-year plan for improving the assistance provided
by the Alas{ta ative-serving institution or the Native
Hawaiian-serving institution to Alaska Native or Native
Hawaiian students; and .

“(B) such other information and assurance as the Sec-
retary may require.

“(e) SPECIAL RULE.—For the purposes of this section, no Alaska

Native-serving institution or Native Hawaiian-serving institution
which is eligible for and receives funds under this section may
concurrently receive other funds under this part or part B.”.

SEC. 304. STRENGTHENING HBCU’s.

(a) GRANTS.—Section 323 (20 U.S.C. 1062) is amended—
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(1) by redesignating subsection (b) as subsection (c);
(2) by inserting after subsection (a) the following:
“(b) ENDOWMENT —
“(1) IN GENERAL.—An institution may use not more than
20 percent of the grant funds provided under this part to
establish or increase an endowment fund at the institution.
“(2) MATCHING REQUIREMENT.—In order to be eligible to
use grant funds in accordance with paragraph (1), the e‘l;"fible
institution shall provide matching funds from non-Federal
sources, in an amount equal to or greater than the Federal
funds used in accordance with paragraph (1), for the establish-
ment or increase of the endowment f'unc{:.I
“(8) COMPARABILITY.—The provisions of part C regarding Applicability.
the establishment or increase of an endowment fund, that
the Secre determines are not inconsistent with this sub-
section, shall apply to funds used under paragraph (1).”; and
: (8) in subsectmg (g:)) (as redesignated by paragraph (1)),
y striking paragraph (3).
(b) Pnorggsmmu. OR GRADUATE INSTITUTIONS.—
(1) GENERAL AUTHORIZATION.—Section 326(a) (20 U.S.C.
1063b(a)) is amended—
(A)i?_)syb . (ai_(l) by inserting “in mathemati
i) in paragra , by insertin mathematics,
engineering, or thI:a physical or nattfral sciences” after
“graduate education o&ﬁrtuniﬁes”; and
w I?I?arl?ml;%hng “$500,000” d inserti
y 8§ i and inserting
“$1,000,000”; and
(IT) by striking “except that” and all that fol-
lows and inserting the following: “, except that

no institution be required to match any por-
tion of the first $1,000,000 of the institution’s
award from the After funds are made

available to each eligible institution under the
funding rules described in subsection (f), the Sec-
retary shall distribute, on a pro rata basis, any
amounts which were not so made available (by
reason of the failure of an institution to comply
with the matching requirements of this pa.rafra h)
among the institutions that have complied with
such matching requirement.”; and

(B) in subsection (d)2), by striking “$500,000” and

inserting “$1,000,000”.

(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:

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

“(2) construction, maintenance, renovation, and improve-
ment in classroom, library, laboratory, and other instructional
facilities, including purchase or rental of telecommunications
technology equipment or services;

“(3) purchase of library books, periodicals, technical and
other scientific journals, microfilm, microfiche, and other edu-
cai:ionai.}I materials, including telecommunications program
materials;
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“(4) scholarships, fellowships, and other financial assistance
for needy graduate and professional students to it the
enrollment of the students in and completion of the doctoral
degree in medicine, dentistry, pharmacy, veterinary medicine,
law, and the doctorate degree in the physical or natural
sciences, engineering, mathematics, or other scientific dis-
ciplines in which African Americans are underrepresented;

“(b) establish or improve a development office to strengthen
and increase contributions 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; and

“(7) funds and administrative management, and the
acqmmtxon of e%;pment, including software, for use in
strength management and management information
syatema

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

(A) in paragraph (1)—
(i) by stri Tﬂng “include—" and inserting “are the
following”;

(ii) by inserting “and other qualified graduate pro-
grams” before the semicolon at the end of subpara-
graphs (E) through (J);

(iii) by striking “and” at the end of subparagraph
© ?m)l b ph (P)—

iv) in subparagrap
(I) b{ inserting “University” after “State”; and
(IT) by striking the period and msert.mg a
DY angdmg the end the foll
y adding at end the following:

Q) Norfolk State University qualified graduate
programs; and
“R) "I"ennessee State University qualified graduate
(B) hy striking paragraphs (2) and (3) and inserting

the following:

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

“(B) Notwithstanding the enrollment requirement con-
tained in subparagraph (A), an institution may use an amount
equal to not more 10 percent of the institution’s grant
under this section for the development of a new qualified grad-

Pro,

uate .

‘{3} SPECIAL RULE.—Institutions that were awarded grants
under this section pnor to October 1, 1998, shall continue
to receive such grants, subject to the ava.llablhty of appropriated
funds, regardless of the e glblhty of the institutions described
in subparagrapha (Q) and (R) of paragraph (1).”; and

(C) by adding at the end the following:
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“(5) INSTITUTIONAL CHOICE.—The president or chancellor
of the institution may decide which graduate or professional
school or qualified uate program will receive funds under
the grant in any 1 fiscal year, if the allocation of funds among
the schools or p is delineated in the apel.ication for
funds submitted to the Secretary under this section.”.

(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), of the amount appro-

priated”;
(B) in paragraph (1)—
(i) by striking “$12,000,000” and inserting
“$26,600,000”; and
(ii) by striking “(A) through (E)” and inserting
“(A) through (P)”;
(C) by striking paragraph (2) and inserting the
following:

“(2) any amount in excess of $26,600,000, but not in excess
of $28,600,000, shall be available for the purpose of making
grants to institutions or programs described in subparagraphs
(Q) and (R) of subsection (e)(1); and

“(3) any amount in excess of $28,600,000, shall be made
available to each of the institutions or programs identified
in subparagraphs (A) through (R) pursuant to a formula devel-
oped by the Secretary that uses the following elements:

“(A) The ability of the institution to match Federal
funds with non-Federal funds.

“(B) The number of students enrolled in the programs
for which the eligible institution received funding under
this section in the previous year.

“(C) The average cost of education per student, for
all full-time graduate or professional students (or the
equivalent) enrolled in the eligible professional or graduate
school, or for doctoral students enrolled in the qualified
graduate programs.

“(D) The number of students in the previous year who
received their first professional or doctoral degree from
the programs for which the eligible institution received
funding under this section in the previous year.

“(E) The contribution, on a percent basis, of the pro-
grams for which the institution is eligible to receive funds
under this section to the total number of African Americans
receiving graduate or professional degrees in the profes-
sions or disciplines related to the programs for the previous
year.”. ;

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

“(g) HoLp HARMLESS RULE.—Notwithstanding paragraphs (2)
and (3) of subsection (f), no institution or qualified program identi-
fied 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 appropriated is not sufficient to provide such
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20 USC 1066a.

20 USC 1066b.

grant amounts to all such institutions and programs, or the institu-
tion cannot provide sufficient matching funds to meet the require-
ments of this section.”.

SEC. 305. ENDOWMENT CHALLENGE GRANTS.

Section 331(b) (20 U.S.C. 1065(b)) is amended—
(1) in paragraph (1), by striking “360” and inserting “399”;
an
(2) in paragraph (2), by striking subparagraphs (B) and
(C) and inserting the following:
“(B) The Secretary may make a t under this part to an
eligible institution in any fiscal year if the institution—
“(i) applies for a grant in an amount not exceeding
$500,000; and
“(ii) has deposited in the eligible institution’s endowment
fund established under this section an amount which is equal
to ¥2 of the amount of such grant.
“(C) An eligible institution of higher education that is awarded
a grant under subparagmph (B) aiall not be eligible to receive
an additional grant under subparagraph (B) until 10 years after
the date on which the grant period terminates.”.

SEC. 308. HBCU CAPITAL FINANCING.

(a) DEFINITION.—Section 342(5) (as redesignated by section
301(a)(4)) (20 U.S.C. 1132¢-1(5)) is amended—
(1) by redesignating subparagraphs (B), (C), and (D) as
subparagraphs (C), (G), and (I-B?reapectively;
(2) b; inserting after subparagraph (A) the following:

(B) a facility for the administration of an educational
program, or a student center or student union, except that
not more than 5 percent of the loan proceeds provided
under this part may be used for the facility, center or
union if the facility, center or union is owned, leased,
managed, or operated by a private business, that, in return
for such use, makes a payment to the eligible institution;”;
(8) in subparagraph (C) (as redesignated by paragraph

(1)), insert “technology,” after “instructional equipment”;
(4) by inserting after subparagraph (C) (as redesignated
by paragraigh (1)) the following:

“D) a maintenance, storage, or utility facility that
is essential to the operation of a facility, a library, a dor-
mitory, equipment, instrumentation, a fixture, real proE-
erty or an interest therein, described in this paragraph;

“(E) a facility designed to provide primarily outpatient
health care for students or faculty;

“(F) physical infrastructure essential to support the
projects authorized under this paragraph, including roads,
sewer and drainage systems, and water, power, lighting,
?g%ec_:t:nn:;m'i:nit:ationsilm(llc:*.I ;Jt(her giéiti_ea;”; t:?’.db L

in_subparagrap as esigna y paragrap

(2)), by striking “(C)” and inserting “(G)”.
(b) RESPONSIBILITIES.—Section 343 (as redesignated by section
301(a)4)) (20 U.S.C. 1132¢-2) is amended—
(1) in subsection (b)(8) (as redesignated by section 301(a)(4))
(20 U.S.C. 1132¢-2(b)(8)), by striking “10 percent” each place
the term appears and inserting “5 percent”; and
(2) by adding at the end the following:
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“(e) Notwithstanding any other provision of law, a qualified
bond guaranteed under this part may be sold to an{eparty that
offers terms that the Secretary determines are in the best interest
of the eligible institution.”
(c) TECHNICAL ASSISTANCE.—Section 345 (as redesignated by 20 USC 1066d.
section 301(a)4)) (20 U.S.C. 1132¢—4) is amended—
(1) in paragraph (5), by striking “and” after the semicolon;
(d2) in paragraph (6), by striking the period and inserting
“ an
(3) by adding at the end the following:
“(7) may, directly or by grant or contract, provide technical
assistance to eh%:lble institutions to prepare the institutions
‘Euahfy apply for, and ‘maintain a capital improvement loan,
ding a loan under this part.”.
(d) PROHIBITION.—Section 346 (as redesignated by section 20 USC 1066e.
301(a)(4)) (20 U.S.C. 1132¢-5) is repealed.
(e) ADVISORY BOARD.—Section 347 (as redesignated by section 20 USC 1066f.
301(a)4)) (20 U.S.C. 1132¢-6) is amended—
(1) in subsection (b)—
(A) in suhparagraph (D), b; msertmg , or the presi-
) o ieaagrn (E"'L g or the d
in su y lnse ing “, or the designee
of the Assoethl:)ltl;agﬂl ore the and
(2) by striking subsection (c)

SEC. 307. MINORITY SCIENCE AND ENGINEERING IMPROVEMENT
PROGRAM.

(a) MINORITY SCIENCE AND ENGINEERING IMPROVEMENT
PROGRAM FINDINGS.—Subpart 1 of part E of title III (as redem%
nated by paragra&hds (6) and (7) of aectlon 301) (20 U.S.C. 1135
et seq.) is amen by inserting after the subpart heading the
following:
“SEC. 350. FINDINGS. 20 USC 1067.

un‘.gress makes the following findings:

(1) It is incumbent on tge Federal Government to s UP
the technological and economic competitiveness of the
States by imp: and ding the scientific and t.echno-
logical capacity of the United States. More and better prepared
scientists, engineers, and technical experts are needed to
improve and expand such capacity.

“(2) As the Nation’s population becomes more diverse, it
is important that the educational and training needs of all
Americans are met. Underrepresentation of minorities in
science and technological fields diminishes our Natlons
competitiveness by impairing the quantity of well gare
scientists, engineers, and technical experts in these

3) Desplte significant limitations in reeoumea minority
institutions provide an important educational o Eportumty for
minority students, particularly in science and engineering
fields. Aid to mmont.y institutions is a good way to address
the underrepresentation of minorities in science and techno-
logical fields.

“(4) There is a strong Federal interest in improving science
and engineering gmgrams at minority institutions as such pro-
grams offi and in student enroll-
ment compared to such programs at other institutions of higher
education.”.
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(b) ELIGIBILITY FOR GRANTS.—Section 361 (as redesignated by
section 301(a)(7)) (20 U.S.C. 1135d) is amended to read as follows:

20 USC 1067g. “SEC. 361. ELIGIBILITY FOR GRANTS.

“Eligibility to receive grants under this part is limited to—

(1) public and private nonprofit institutions of higher edu-
cation that—

“(A) award baccalaureate degrees; and
“(B) are minority institutions;
“(2) public or private nonprofit institutions of higher edu-
cation that—

“(A) award associate degrees; and
“(B) are minority institutions that—

“(i) have a curriculum that includes science or
engineering subjects; and

“(ii) enter into a partnership with public or private
nonprofit institutions of higher education that award
baccalaureate degrees in science and engineering;

“(3) nonprofit science-oriented organizations, professional
scientific societies, and institutions of higher education that
award baccalaureate degrees, that—

“(A) provide a needed service to a group of minority
institutions; or

“(B) provide in-service training for project directors,
scientists, and engineers from minority institutions; or

“(4) consortia of organizations, that provide needed services
to one or more minority institutions, the membership of which
may include—

“(A) institutions of higher education which have a
curriculum in science or engineering;

“(B) institutions of higher education that have a grad-
uate or professional program in science or engineerintg;

“(C) research laboratories of, or under contract with,
the Department of Energy;

“(D) private organizations that have science or
engineering facilities; or

“(E) quasi-governmental entities that have a significant
scientific or engineering mission.”.

20 USC 1067k. (c) DEFINITIONS.—Section 365(4) (as redesignated by section
301(a)7)) (20 U.S.C. 1135d-5(4)) is amended by inserting “behav-
ioral,” after “physical,”.

(d) CONFORMING AMENDMENTS.—The heading for subpart 1 of
part E of title III (as redesignated by “parag'raphs (6) and (7)
of section 301(a)) is amended by inserting “and Engineering” before
“Improvement Program”.

SEC. 308. GENERAL PROVISIONS.

(a) APPLICATIONS FOR ASSISTANCE.—Subsection (a) of section
20 USC 1068. 391(a) (as redesignated by section 301(a}2)) (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 Sec-
retary an application for assistance at such time, in such form,
and containing such information, as may be necessary to enable
the Secretary to evaluate the institution’s need for the assist-
ance. Subject to the availability of appropriations to carry out
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this title, the Secretary may approve an application for assist-

ance under this title only if the Secretary determines that—

“(A) the application meets the requirements of sub-
section (b);

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

“(C) the applicant’s performance are sufficiently
rigorous as to meet the purposes this title and the

rformance objectives and indicators for this title estab-
ished by the Secretary pursuant to the Government
Performance and Results Act of 1993 and the amendments
made by such Act.
“(2) PRELIMINARY APPLICATIONS.—In carrying out para-

Fraph (1), the Secretary may develop a preliminary application

or use by eligible institutions applying under part A prior

to the submission of the principal application.”.

(b) APPLICATIONS.—Paragraph (1) of section 391(b) (as redesig- 20 USC 1068.
nated by section 301(a)2)) (20 U.S.C. 1066(b)) is amended by insert-
ing “ D or E” after “part C”.

(c) CONTENTS OF APPLICATIONS.—Section 391(b)6) (as redesig-
nated by section 301(a)2)) is amended by inserting before the
semicolon the following: “, except that for purposes of section 316,
paragraphs (2) and (3) of section 396 shall not apply”.

d) WAIVERS.—Section 392(a) (as redesignated by section 20 USC 1068a.
301(a)2)) (20 U.S.C. 1067(a)) is amended—
(1) by striking “or” at the end of paragraph (5);
(2) by redesignating paragraph (6) as Faragraph (7); and
(3) by inserting after paragraph (5) the following new para-

“(6) that is a tribally controlled coll or university as
defined in section 2 of the Tribally ControllﬁeCollege or Univer-
sity Assistance Act of 1978; or”.
(e) APPLICATION REVIEW PROCESS.—Section 393(a) (as redesig- 20 USC 1068b.
nated by section 301(a)(2)) (20 U.S.C. 1068(a)) is amended—
(1) in paragraph (2), by striking “Native American colleges
and universities” and inserting “Tribal Colleges and Univer-
sities”; and
(2) by adding at the end the following:
“(d) ExcLusiON.—The provisions of this section shall not apply
to applications submitted under part D.”.
( )WAIVERS.—Paragr?})h (2) of section 395(b) (as redesignated 20 USC 1068d.
by section 301(a)(2)) (20 U.S.C. 1069b(b)) is amended by striking
“title IV, VII, or VIII” and inserting “part D or title IV”.
(g) CONTINUATION AWARDS.—Part F of title III is amended
by inserting after section 397 (as redesignated by section 301(a)}2))
(20 U.S.C. 1069d) the following:

“SEC. 398. CONTINUATION AWARDS. 20 USC 1068g.

“The Secre shall make continuation awards under this title
for the second and succeeding years of a grant only after determin-
ing that the recipient is maim’ g satisfactory progress in carrying
out the grant.”.
(h) AUTHORIZATION OF APPROPRIATIONS.—Section 399(a) (as 20 USC 1068h.
redesignated by section 301(a)2)) (20 U.S.C. 1069f) is amended—
(1) in paragraph (1)—
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(A) in subparagraph (A), by striking “1993” and insert-

i “(1;)9'9”; ub h (B)—

in subparagra;

(i) in clause (}i)), by striking “$45,000,000 for fiscal
517335”1993” and inserting “$10,000,000 for fiscal year

(i1) by striking clause (ii); and

(iii) by striking “(BXi) There” and inserting “(B)
There”; and
(C) by adding at the end the following:

“(C) There are authorized to be appropriated to carry out
section 317, $5,000,000 for fiscal year 1! and such sums
as may be necessary for each of the 4 succeeding fiscal years.”;

(2)in gsamgmph (2)—

(A) in subgaragraph (A), by striking “1993” and insert-
ing “1999”; an

(B) in subparagraph (B), by striking “$20,000,000 for
iiacal year 1993” and inserting x$.‘1l§,000,‘.']l]0 for fiscal year

(8) in paragraph (38), by striking “$50,000,000 for fiscal
year 1993” and inserting “¥10,000,000 for fiscal year 1999”;

(4) by adding at the end the following:

“(4) PART D.—(A) There are authorized to be appropriated
to carry out part D (other than section 345(7), but including
section 347), $110,000 for fiscal year 1999, and such sums
as may be necessary for each of the 4 su ing fiscal years.

“(B) There are authorized to be appropriated to carry out
section 345(7), such sums as may be necessary for fiscal year
1999 and each of the 4 succeeding fiscal years.

“(5) PART E.—There are authorized to be appropriated to
carry out part E, $10,000,000 for fiscal year 1999, and such
sums as n:lay be necessary for each of the 4 succeeding fiscal
years.”; an

(5) by striking subsections (c¢), (d), and (e).

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

SEC. 401. FEDERAL PELL GRANTS.

(a) EXTENSION OF AUTHORITY.—Section 401(a)(1) (20 U.S.C.

1070a(a)(1)) is amended—

Federal Register,
blicati

s S ey 1 e e Sy sl
uring the peri eginning July 1, , and ending September
30, 1998,” and inserting “For each fiscal year through fiscal
year 2004, the Secretary shall”; and

(2) in the second sentence, by inserting “until such time
as the Secretary determines and publishes in the Federal Reg-
ister with an opportunity for comment, an alternative payment
system that provides Bﬁzymenta to institutions in an accurate
and timely manner,” r “g&y eligible students”.
(b) AMOUNT OF GRANT.—Paragraph (2)A) of section 401(b)

is amended to read as follows:

“(2)(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;
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“(ii) $4,800 for academic year 2000-2001;

“(iii) $5,100 for academic year 2001-2002;

“(iv) $5,400 for academic year 2002-2003; and

“(v) $5,800 for academic year 2003-2004,
less an amount equal to the amount determined to be the expected
family contribution with respect to that student for that year.”.

(c) RELATION OF MAXIMUM GRANT TO TUITION AND EXPENSES.—
Para h (3) of section 401(b) is amended to read as follows: 20USC 1070a.

3)A) For any academic year for which an appropriation Act
provides a maximum basic grant in an amount in excess of $2,700,
the amount of a student’s basic grant shall equal $2,700 plus—

“(i) one-half of the amount by which such maximum basic
grant exceeds $2,700; plus

“(ii) the lesser of—

“(I) the remaining one-half of such excess; or

“(II) the sum of the student’s tuition and, if the student
has dependent care expenses (as described in section
472(8)) or disability-related expenses (as described in sec-
tion 472(9)), an allowance determined by the institution
for such expenses.

“(B) An institution that charged only fees in lieu of tuition
as of October 1, 1998, may include in the institution’s determination
of tuition charged, fees that would normally constitute tuition.”.

(d) REGULATIONS FOR MULTIPLE AWARDS.—Section 401(b)6)
is amended—

(1) by redesignating subparagraphs (A) and (B) as clauses

(i) and (ii), respectively;

) by inserting “(A)” after the paragraph designation; and
(3) by adding at the end the following:
“B) The Sgcretary shall promulgate regulations implementing Regulations.

this Faragrap ¢ y )

e) TIME LiMiT To RECEIVE GRANTS.—Section 401(c) is amended
by addin%[at the end the following:

“(4) Notwithstanding p ph (1), the Secretary may allow,
on a case-by-case basis, a student to receive a basic grant if the
student—

“(A) is carrying at least one-half the normal full-time work
load for the course of study the student is pursuing, as deter-
mined by the institution of higher education; and

“B) is enrolled or accepted for enrollment in a
postbaccalaureate program that does not lead to a graduate
degree, and in courses required by a State in order for the
student to receive a professio certification or licensing
credential that is required for e:;gloyment as a teacher in
an elementary school or secondary school in that State,

except that this paragraph shall not apply to a student who is
enrolled in an institution of higher education that offers a bacca-
laureate degree in education.”.

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

“(j) INSTITUTIONAL INELIGIBILITY BASED ON DEFAULT RATES.—

“(1) IN GENERAL.—No institution of higher education shall
be an eligible institution for purposes of this subpart if such
institution of higher education is ineligible to participate in
a loan program under part B or D as a result of a final
default rate determination made by the Secretary under part
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B or D after the final publication of cohort default rates for
fiscal year 1996 or a succeeding fiscal year.

“(2) SANCTIONS SUBJECT TO APPEAL OPPORTUNITY.—No
institution may be subject to the terms of this subsection unless
the institution has had the opportunity to appeal the institu-
tion’s default rate determination under regulations issued b
the Secretary for the loan program authorized under part
or D, as ag&icable. This subsection shall not apply to an
institution t was not participating in the loan program
authorized under part B or D on the date of enactment of
the Higher Education Amendments of 1998, unless the institu-
tion subsequently participates in the loan programs.”.

(g) CONFORMING AMENDMENTS.—

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

(2) The heading of sub 1 of part A of title IV (20
U.S.C. 1070a et seq.) is amended to read as follows:

“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

(B) in subsection (a)(3), by striking “Basic grants” and
inserting “Grants”;
(C) by striking “basic t” each place the term
appears and inserting “Federal Pell Grant”; and
(D) by striking “basic grants” each place the term
arpears and inserting “Federal Pell Grants”.
(4) Section 401(fX3) is amended by striking “Education
and Labor” and inserting “Education and the Workforce”.
(5) Section 452(c) (20 U.S.C. 1087b(c)) is amended by strik-
ing “basic iranta” 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 insert-
ing “Federal Pell Grants”.

SEC. 402. FEDERAL TRIO PROGRAMS.

(a) PROGRAM AUTHORITY; AUTHORIZATION OF APPROPRIA-

TIONS.—

(1) DURATION OF GRANTS.—Section 402A(bX2) (20 U.S.C.
1070a-11(b)2)) is amended—

(A) by striking “and” at the end of subfpmgraph (A);

(B) by striking the period at the end of subparagraph
(B) and inserting “; and”; and

(C) by inserting after subparagraph (B) the following
new subparagraph:

“C) ts under section 402H shall be awarded for

riod determined by the Secretary.”.

(2) MINIMUM GRANTS.—Section 402A(b)3) is amended to
read as follows:

“(8) 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;
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“(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: 20 USC 1070a-
“(c) PROCEDURES FOR AWARDING GRANTS AND CONTRACTS.— 11

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

“(2) PRIOR EXPERIENCE.—In making grants under this chap-
ter, the Secretary shall consider each apglicant’s prior experi-
ence 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

rience consideration.

“(3) ORDER OF AWARDS; PROGRAM FRAUD.—(A) Except with Grants.
respect to grants made under sections 402G and 402H and Contracts.
as providecFr in subparagraph (B), the Secretary shall award
grants and contracts under this chapter in the order of the
scores received by the application for such grant or contract
in the peer review process required under paragraph (4) and
adjusted for prior experience in accordance with paragraph
(2) of this subsection.

“B) The Secretary is not required to provide assistance
to a pro otherwise eligible for assistance under this chap-
ter, 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 ensure
that, to the extent practicable, members of groups underrep-
resented in higher education, including African Americans, His-
panics, Native Americans, Alaska Natives, Asian Americans,
and Native American Pacific Islanders (including Native
Hawaiians), are represented as readers of applications submit-
ted under this chapter. The Secretary shaﬁ also ensure that
persons from urban and rural backgrounds are represented
as readers.

“B) The Secre shall ensure that each application
submitted under this chapter is read by at least three readers
who are not employees of the Federal Government (other than
as readers of applications).

“(5) NUMBER OF APPLICATIONS FOR GRANTS AND CON-
TRACTS.—The Secretary shall not limit the number of applica-
tions submitted by an entity under any program authorized
under this chapter if the additional app¥ications describe pro-

serving different populations or campuses.

“(6) COORDINATION WITH OTHER PROGRAMS FOR DISADVAN-
TAGED STUDENTS.—The Secretary shall encourage coordination
of programs assisted under this chapter with other programs
for disadvantaged students oiperated ﬁ& the sponsoring institu-
tion or %ﬁeng,c regardless of the funding source of such pro-
grams. The retary shall not limit an entity’s eligibility to
receive funds under this chapter because such entity sponsors

50-1940-08-26: QL3 Part 2
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a program similar to the program to be assisted under this
chapter, regardless of the funding source of such program.
The Secretary shall permit the Director of a program receiving
funds under this chapter to administer one or more additional
programs for disadvantaged students operated by the sponsor-
ing institution or agency, regardless of the funding 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 continued 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 the 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 chapter 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 by striking “$650,000,000 for fiscal year 1993”
and inserting $7DO 000,000 for fiscal year 1999”.

(6) WAIVER. —Section 402A(g) is amended by adding at
the end the followm’ﬁl

“(4) WAIVER.—The Secretary may waive the service require-
ments in subparagraph (A) or (B) of paragraph (3) if the Sec-
retary determines the application of the service requirements
z.ix a veteran will defeat the purpose of a program under this

apter.”.
(b) TALENT SEARCH.—Section 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 drop-
outs, or postsecondary education;”;

(2) in paragraph (5), by inserting “, or activities designed
to acquaint individuals from disadvantaged backgrounds with
careers in which the individuals are particularly underrep-
resented” before the semicolon;

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

(4) in paragraph (9), by inserting “or counselors” after
“teachers”.

(¢) UpwaARD 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 counsehng and workshops”;
(B) in paragraph (9)—
(i) by inserting “or counselors” after “teachers”;
an
- tEii)rl:i‘:n:riking' “and” aﬂ;e;h t.h(elggamjcolon —
signating paragra as paragrap
(D) b; insert.i%;aa&erll’:amgraph (9) the P llowing:
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“(10) work-study positions where youth participating in
tahe project are exposed to careers requiring a postsecondary

egree;

“(11) special services to enable veterans to make the transi-
e et v s

in paragrap. as redesi, y subparagrap

(C)), by str?king “(9)” and inserting ‘F(Tﬁ)”; and

(2) in subsection (e), by striking “and not in excess of
$40 per month during the remaining period of the year.” and
maertmg “except that youth participating in a work—atudig i-
tion under subsection (b)(10) may be paid a stipend o ggg'lﬁ

month during June, July, and August. Youths participating
in a Emject proposed to be carried out under any application

may be paid stipends not in excess of $40 per month during
the remaining geriod of the year.”,

(d) STUDENT SUPPORT SERVICES.—Paragraph (6) of section
402D(c) (20 U.S.C. 1070a—14(c)(6)) is amended to read as follows:

“(6) consider, in addition to such other criteria as the

Secre may prescribe, the institution’s effort, and where

applicable th history, in—

“(A) providing sufficient financial assistance to meet
the full financial need of each student in the project; and

“(B) maintaining the loan burden of each such student
at a manageable level.”.

(e) POSTBACCALAUREATE ACHIEVEMENT PROGRAM.—Section
402E(e)(1) (20 U.S.C. 1070a-15(e)1)) is amended by striking
“$2,400” and inserting “$2,800”.

(f) STAFF DEVELOPMENT ACTIVITIES.—Section 402G (20 U.S.C.
1070a—17) is amended—

(1) in subsection (a), by inserting “participating in,” after

“leadership personnel employed in,”; and

(2) in subsection (b), by inserting after paragraph (3) the
following new paragraph:

“(4) The use of appropriate educational technology in the
operation of projects assisted under this chapter.”.

(g) EVALUATION AND DISSEMINATION.—Section 402H (20 U.S.C.
1070a-18) is amended to read as follows:

“SEC. 402H. EVALUATIONS AND GRANTS FOR PROJECT IMPROVEMENT
AND DISSEMINATION PARTNERSHIP PROJECTS.

“(a) EVALUATIONS.—

“(1) IN GENERAL.—For the purpose of imgmving the
effectiveness of the programs and projects assisted under this
chapter, the Secretary may make grants to or enter into con-
tracts with institutions of higher education and other public
and private institutions and organizations to evaluate the
egaecttieveness of the programs and projects assisted under this
chapter.

“(2) PracTIiCES.—The evaluations described in paragraph
(1) shall identify institutional, community, and pro or
project practices that are particularly effective in e cing
the access of low-income individuals and first-generation college
students to postsecondary education, the preparation of t
individuals and students for postsecondary education, and the
success of the individuals ango:tudents in poatseconéary edu-
cation. Such evaluations shall also investigate the effectiveness
of alternative and innovative methods within Federal TRIO
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programs of increasing access to, and retention of, students

in postsecondary education.

“(b) GRANTS.—The Secretary may award grants to institutions
of higher education or other private and public institutions and
organizations, that are carrying out a program or project assisted
under this chapter prior to the date of enactment of the Higher
Education Amendments of 1998, to enable the institutions and
organizations to expand and leverage the success of such programs
or projects by working in partnership with other institutions,
community-based organizations, or combinations of such institutions
and organizations, that are not receiving assistance under this
chapter and are serving low-income students and first generation
college students, in order to—

“(1) disseminate and replicate best practices of programs
or projects assisted under this chapter; and

“(2) provide technical assistance regarding programs and

rojects assisted under this chapter.
¢) RESULTS.—In order to improve overall program or project
effectiveness, the results of evaluations and grants described in
this section shall be disseminated by the Secretary to similar pro-
grams or projects assisted under this subpart, as well as other
individuals concerned with postsecondary access for and retention
of low-income individuals and first-generation college students.”.

SEC. 403. GEAR UP PROGRAM.

Chapter 2 of subpart 2 of part A of title IV (20 U.S.C. 1070a-
21 et seq.) is amended to read as follows:

“CHAPTER 2—GAINING EARLY AWARENESS
AND READINESS FOR UNDERGRADUATE
PROGRAMS

“SEC. 404A. EARLY INTERVENTION AND COLLEGE AWARENESS PRO-
GRAM AUTHORIZED.

“(a) PROGRAM AUTHORIZED.—The Secretary is authorized, in
accordance with the requirements of this chapter, to establish a
program that—

“(1) encourages eligible entities to provide or maintain a
guarantee to eligible low-income students who obtain a second-
ary school diploma (or its recognized eguivalent), of the financial
assistance necessary to permit the students to attend an institu-
tion of higher education; and

“(2) supports eligible entities in providing—

“(A) additional counseling, mentoring, academic sup-
port, outreach, and supportive services to elementary
school, middle school, and secondary school students who
are at risk of dropping out of school; and

“B) information to students and their parents about
the advantages of obtaining a postsecondary education and
the college financing options for the students and their
parents.

“(b) AWARDS.—

“(1) IN GENERAL.—From funds appropriated under section
404H for each fiscal year, the Secretary shall make awards
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to eligible entities described in paragraphs (1) and (2) of sub-
section (c) to enable the entities to carry out the program
authorized under subsection (a).
“2) PrioriTY.—In making awards to eligible entities
described in paragraph (c)X1), the Secretary shall—
“(A) give priority to eligible entities that—

(i) on the day before the date of enactment of
the Higher Education Amendments of 1998, carried
out successful educational opportunity pr%rams under
this cha‘rter (as this chapter was in effect on such
day); an

“(ii) have a prior, demonstrated commitment to
early intervention leading to college access through
collaboration and replication of successful strategies;
“B) ensure that students served under this chapter

on the day before the date of enactment of the Higher
Education Amendments of 1998 continue to receive assist-
ance through the completion of secondm;;yhschool.
“(c) DEFINITION OF ELIGIBLE ENTITY.—For the purposes of this
chapter, the term ‘eligible entity’ means—
“(1) a State; or
“(2) a partnership consisting of—
“(A) one or more local educational agencies acting on
behalf of—
“(i) one or more elementary schools or secondary
schools; and
“(ii) the secondary schools that students from the
schools described in clause (i) would normally attend;
“(B) one or more degree granting institutions of higher
education; and

“C) at least two community organizations or entities,
such as businesses, professio: associations, community-
based organizations, philanthropic organizations, State
agencies, institutions or agencies sponsoring programs
authorized under subpart 4, or other public or private
agencies or organizations:

“SEC. 404B. REQUIREMENTS. g USC 1070a—

“(a) FUNDING RULES.—

“(1) CONTINUATION AWARDS.—From the amount appro-
priated under section 404H for a fiscal year, the Secretary
shall continue to award grants to States under this chapter
(as this chapter was in effect on the day before the date of
enactment of the Higher Education Amendments of 1998) in
accordance with the terms and conditions of such grants.

“(2) DISTRIBUTION.—From the amount appropriated under
section 404H that remains after making continuation awards
under paragraph (1) for a fiscal year, the Secretary shall—

“(A) make available—
“(i) not less than 33 percent of the amount to
eligible entities described in section 404A(c)(1); and
“(ii) not less than 33 percent of the amount to
eligible entities described in section 404A(c)2); and
“(B) award the remainder of the amount to eligible
entities described in ph (1) or (2) of section 404A(c).

“(3) SpECIAL RULE.—The Secretary annuall
reevaluate the distribution of funds described in paragrap
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(2)(B) based on number, quality, and lpron:n:iew.- of the applications
and adjust the distribution accordingly.”.

“(b) LimitaTioON.—Each eligible entity described in section
404A(c)(1), and each eligible entity described in section 404A(c)2)
that conducts a scholarship component under section 404E, shall
use not less than 25 percent and not more than 50 percent of
grant funds received under this chapter for the early intervention
component of an eligible entity’s program under this chapter, except
that the Secretary may waive the 50 percent limitation if the
eligible entity demonstrates that the eligible entity has another
means of providing the students with financial assistance that
is described in the plan submitted under section 404C.

“(c) COORDINATION.—Each eligible entity shall ensure that the
activities assisted under this chapter are, to the extent practicable,
coordinated with, and complement and enhance—

“(1) services under this chapter provided by other eligible

entities serving the same school district or State; and
“(2) related services under other Federal or non-Federal
rograms.

(d) DESIGNATION OF FISCAL AGENT.—An eligible entity
described in section 404A(c)2) shall designate an institution of
higher education or a local educational agency as the fiscal agent
for the eligible entity.

“(e) RDINATORS.—An eligible entity described in section
404A(c)2) shall have a full-time program coordinator or a part-
time program coordinator, whose primary responsibility is a project
under section 404C.

“(f) DISPLACEMENT.—An eligible entity described in 404A(c)2)
shall ensure that the activities assisted under this chapter will
not displace an employee or eliminate a position at a school assisted
under this chapter, including a partial displacement such as a
reduction in hours, wages or employment benefits.

“(g) COHORT APPROACH.— .

“(1) IN GENERAL.—The Secretary shall require that eligible
entities described in section 404A(c)2)—

“(A) provide services under this chapter to at least
one grade level of students, beginning not later than 7th
grade, in a participating school that lg:las a 7th grade and
in which at least 50 percent of the students enrolled are
eligible for free or reduced-price lunch under the National
School Lunch Act (or, if an eligible entity determines that
it would promote the effectiveness of a program, 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); and

“(B) ensure that the services are provided through
the 12th grade to students in the participating grade level.
“(2) COORDINATION REQUIREMENT.—In order for the Sec-

retary to require the cohort approach described in paragraph

(1), the Secretary shall, where applicable, ensure that the cohort

approach is done in coordination and collaboration with existing

early intervention programs and does not duplicate the services
already provided to a school or community.

g USC 1070a—  “SEC. 404C. ELIGIBLE ENTITY PLANS.
’ “(a) PLAN REQUIRED FOR ELIGIBILITY.—
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“(1) IN GENERAL.—In order for an eligible entity to qualify
for a grant under this chapter, the eligible entity shall submit
to the Secretary a plan for carrying out the program under
this chapter. Such plan shall provide for the conduct of a
scholarship component if required or undertaken pursuant to
section 404E and an early intervention component required
pursuant to section 404D.

“2) CoNTENTS.—Each plan submitted pursuant to para-
Emph (1) shall be in such form, contain or be accompanied

y such information or assurances, and be submitted at such
tillllg tll:lsall the Secretary may require by regulation. Each such
plan shall—

“(A) describe the activities for which assistance under
this chapter is sought; and

“B) provide such additional assurances as the Sec-
retary determines necessary to ensure compliance with the
requirements of this chapter.

“(b) MATCHING REQUIREMENT.—

“(1) IN GENERAL.—The Secretary shall not approve a plan
submitted under subsection (a) unless such plan—

“(A) provides that the eligible entity will provide, from
State, local, institutional, or private funds, not less than
50 percent of the cost of the pro , which matching
ﬁm$ may be provided in cash or in EI:-:II,]

“(B) specifies the methods by which matching funds
will be paid; and

“(C) includes provisions designed to ensure that funds
provided under this chapter shall supplement and not sup-
plant funds expended for existing dprograma.

(2) SPECIAL RULE.—Notwithstanding the matching require-
ment described in paragraph (1)(A), the tary may by regu-
lation modify the percentage requirement described in a-
graph (1XA) for eligible entities described in section 4 c)(2).

(¢c) METHODS FOR COMPLYING WITH MATCHING REQUIRE-
MENT.—An eligible entity may count toward the matching require-
ment described in subsection (b)}(1)X(A)—

“(1) the amount of the financial assistance paid to students
g:)am State, local, institutional, or private funds under this

ter;

IJ“(2) the amount of tuition, fees, room or board waived
or reduced for recipients of financial assistance under this
chapter; and

“(3) the amount expended on documented, targeted, long-
term mentoring and counseling provided by volunteers or paid
staff of nonschool organizations, including gusinesses, religious
organizations, community grou?s, Egstaecondary educational
institutions, nonprofit and philanthropic organizations, and
other organizations.

“(d) PEER REVIEW PANELS.—The Secretary shall convene peer
review panels to assist in making determinations regarding the
awarding of grants under this chapter.

“SEC. 404D. EARLY INTERVENTION. %2 USC 1070a—

“(a) SERVICES.—

“(1) IN GENERAL.—In order to receive a grant under this
chapter, an eligible entity shall demonstrate to the satisfaction
of the Secretary, in the plan submitted under section 404C,
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that the eligible entity will provide comprehensive mentoring,
counseling, outreach, and supportive services to students
participating in programs under this chapter. Such counseling
shall include—

“(A) financial aid counseling and information regarding
th?i opportunities for financial assistance under this title;
an

“(B) activities or information regarding—

“(i) fostering and impmving parent involvement
in promoting the advantages of a college education,
academic admission requirements, and the need to take
colle re tion courses;

(ii?co ege admissions and achievement tests; and

“(iii) college application procedures.

“(2) METHODS.— eligible entity shall demonstrate
in such plan, pursuant to regulations of the Secretary,
the methods by which the eligible entity will target services
on priority students described in subsection (c), if
applicable.

“(b) Ul;Es oF FunDs.—

“(1) IN GENERAL.—The Secretary shall, by regulation, estab-
lish criteria for determining whether comp nsive mentoring,
counseling, outreach, and supportive services programs may
be used to meet the requirements of subsection (a).

“(2) PERMISSIBLE ACTIVITIES.—Examples of activities that
meet the requirements of subsection (a) include the following:

“(A) Providing eligible students in preschool throug
grade 12 with a continuing system of mentoring and advis-
ing that—

“(i) is coordinated with the Federal and State
community service initiatives; and

“(ii) may include such support services as after
school and summer tutoring, assistance in obtainm;:ig
summer jobs, career mentoring, and academic counsel-
ing.
“(B) Requiring each student to enter into an agreement

under which the student agrees to achieve certain academic
milestones, such as completing a prescribed set of courses
and maintaining satisfactory progress described in section
484(c), in exchange for receiving tuition assistance for a
period of time to be eatablishes by each eligible entity.

“(C) Activities designed to ensure secondary school
comgletion and college enrollment of at-risk children, such
as identification of at-risk children, after school and sum-
mer tutoring, assistance in obtaining summer jobs, aca-
demic counseling, volunteer and parent involvement,
providing former or current scholarship recipients as men-
tor or peer counselors, skills assessment, providing access
to rigorous core courses that reflect challenﬁing academic
stan s, personal counseling, family counseling and home
visits, development, and programs and activities
described in this mtﬁraragra h that are specially designed
for students of limited English proficiency.

“(D) Summer programs for individuals who are in their
sophomore or junior years of secondary school or are plan-
ning to attend an institution of higher education in the
succeeding academic year that—
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“(i) are carried out at an institution of higher
education that has programs of academic year support-
ive services for disadvantaged students through
projects authorized under section 402D or through com-
parable projects funded by the State or other sources;

“(ii) provide for the participation of the individuals
who are eligible for assistance under section 402D
or who are eligible for comparable programs funded
by the State;

“(iii)(I) provide summer instruction in remedial,
developmental or supportive courses;

“(II) provide such summer services as counseling,
tutoring, or orientation; and

“(IIT) provide financial assistance to the individuals
to cover the individuals’ summer costs for books, sup-
plizs, living costs, and personal expenses; and

“(iv) provide the individuals with financial assist-
ance during each academic year the individuals are
enrolled at the participating institution after the sum-
mer program.

“(E) Requiring eligible students to meet other stand-
ards or requirements as the State determines necessary
to meet the purposes of this section.

“(c) PrIORITY STUDENTS.—For eligible entities not using a
cohort approach, the eligible entity s treat as priority students
any student in preschool through grade 12 who is eligible—

“(1) to be counted under section 1124(c) of the Elementary

and Secondary Education Act of 1965;

“2) for free or reduced price meals under the National

School Lunch Act; or

“8) for assistance pursuant to part A of title IV of the

Social Security Act.

“(d) ALLOWABLE PROVIDERS.—In the case of eligible entities
described in section 404A(c)(1), the activities required by this section
may be provided by service providers such as community-based
organizations, schools, institutions of higher education, public and

rivate agencies, nonprofit and philanthropic organizations,

usinesses, institutions and agencies sponsoring programs author-
ized under subpart 4, and other organizations the State deems
appropriate.

“SEC. 404E. SCHOLARSHIP COMPONENT. % USC 1070a-

“(a) IN GENERAL.—

“(1) STATES.—In order to receive a grant under this chapter,
an eligible entity described in section 404A(c)(1) shall establish
or maintain a financial assistance program that awards scholar-
ships to students in accordance with the requirements of this
section. The Secretary shall encourage the eligible entity to
ensure that a scholarship provided pursuant to this section
is available to an eligible student for use at any institution
of higher education.

(2) PARTNERSHIPS.—An eligible entity described in section
404A(cX2) may award scholarships to eligible students in
accordance with the requirements of this section.

“(b) GRANT AMOUNTS.—The maximum amount of a scholarship
that an ezlliﬁible student shall be eligible to receive under this
section shall be established by the eligible entity. The minimum
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amount of the scholarship for each fiscal year shall not be less
than the lesser of—

“(1) 75 (i)ercent of the average cost of attendance for an
in-State student, in a 4-year program of instruction, at public
institutions of higher education in such State, as determined
in accordance with regulations prescribed by the Secretary;
or

“(2) the maximum Federal Pell Grant funded under section
401 for such fiscal year.

“(c) RELATION TO OTHER ASSISTANCE.—Scholarships provided
under this section shall not be considered for the purpose of award-
ing Federal grant assistance under this title, except that in no
case shall the total amount of student financial assistance awarded
to a student under this title exceed such student’s total cost of
attendance.

“(d) ELIGIBLE STUDENTS.—A student eligible for assistance
under this section is a student who—

“(1) is less than 22 years old at time of first scholarship
award under this section;

“(2) receives a secondary school diploma or its recognized
equivalent on or after January 1, 1993;

“(8) is enrolled or accepted for enrollment in a program
of undergraduate instruction at an institution of higher edu-
cation that is located within the State’s boundaries, except
that, at the State's option, an eligible entity may offer scholar-
ship program portability for recipients who attend institutions
of hig];mr education outside such State; and

“(4) who participated in the early intervention component
required under section 404D.

“(e) PRIORITY.—The Secre shall ensure that each eligible
entity places a priority on awarding scholarships to students who
will receive a Federal Pell Grant for the academic year for which
the scholarship is awarded under this section.

“(f) SPECIAL RULE.—An eligible entity may consider students
who have successfully participated in programs funded under chap-
ter 1 to have met the requirements of subsection (d)(4).

“SEC. 404F. 21ST CENTURY SCHOLAR CERTIFICATES.

“(a) AuTHORITY.—The Secretary, using funds appropriated

under section 404H that do not exceed $200,000 for a fiscal year—

“(1) shall ensure that certificates, to be known as 2lst

Century Scholar Certificates, are provided to all students
participating in programs under this chapter; and

“(2) 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 a free or reduced price lunch under the National

School Lunch Act.

“(b) INFORMATION REQUIRED.—A 21st Century Scholar Certifi-
cate shall be personalized for each student and indicate the amount
of Federal financial aid for college which a student may be eligible
to receive.

“SEC. 404G. EVALUATION AND REPORT.

“(a) EVALUATION.—Each eligible entity receiving a grant under
this chapter shall biennially evaluate the activities assisted under
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this chapter in accordance with the standards described in sub-
section (E) and shall submit to the Secretary a copy of such evalua-
tion. The evaluation shall permit service providers to track eligible
student progress during the period such students are participating
in the activities and shall be consistent with the standards devel-
oped by the Secretary pursuant to subsection (b).

“b) EVALUATION STANDARDS.—The Secretary shall prescribe
standards for the evaluation described in subsection (a). Such stand-
ards shall—

“(1) provide for input from eligible entities and service
providers; and

“(2) ensure that data protocols and procedures are consist-
ent and uniform.

“(c) FEDERAL EVALUATION.—In order to evaluate and improve
the impact of the activities assisted under this chapter, the Sec-
retary shall, from not more than 0.756 percent of the funds appro-
priated under section 404H for a fi year, award one or more
grants, contracts, or cooperative agreements to or with public and
private institutions and organizations, to enable the institutions
and organizations to evaluate the effectiveness of the program
and, as appropriate, disseminate the results of the evaluation.

“(d) REPORT.—The Secre shall biennially report to Congress
regarding the activities assisted under this chapter and the evalua-
tions conducted pursuant to this section.

“SEC. 404H. AUTHORIZATION OF APPROPRIATIONS. %USC 1070a-

“There are authorized to be appropriated to carry out this
chapter $200,000,000 for fiscal year 1999 and such sums as may
be necessary for each of the 4 succeeding fiscal years.”.

SEC. 404. ACADEMIC ACHIEVEMENT INCENTIVE SCHOLARSHIPS.

Chapter 3 of subpart 2 of part A of title IV (20 U.S.C. 1070a-
31 et seq.) is amended to read as follows:

“CHAPTER 3—ACADEMIC ACHIEVEMENT INCENTIVE
SCHOLARSHIPS

“SEC. 406A. SCHOLARSHIPS AUTHORIZED. 20 USC 1070a-

“The Secretary is authorized to award scholarships to students =
who graduate from secondary school after May 1, 2000, to enable
the students to pay the cost of attendance at an institution of
higher education during the students first 2 academic years of
undergraduate education, if the students—
“(1) are eligible to receive Federal Pell Grants for the
year in which the scholarships are awarded; and
“(2) demonstrate academic achievement by duating in
the top 10 percent of their secondary school graduating class.

“SEC. 406B. SCHOLARSHIP PROGRAM REQUIREMENTS. g USC 1070a-

“(a) AMOUNT OF AWARD.—

“(1) IN GENERAL.—Except as provided in pa.r:ggaph (2),
the amount of a scholarship awarded under this pter for
any academic year shall be equal to 100 percent of the amount
of the Federal Pell Grant for which the recipient is eligible
for the academic year.

“(2) ADJUSTMENT FOR INSUFFICIENT APPROPRIATIONS.—If,
after the Secretary determines the total number of eligible
applicants for an academic year in accordance with section
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406C, funds available to carry out this chapter for the academic

year are insufficient to fully fund all awards under this chapter

for the academic year, the amount of the scholarship paid
to tiach student under this chapter shall be reduced proportion-
ately.

“(b) AsSISTANCE NoOT To EXCEED COST OF ATTENDANCE.—A
scholarship awarded under this chapter to any student, in combina-
tion with the Federal Pell Grant assistance and other student
financial assistance available to such student, may not exceed the
student’s cost of attendance.

“SEC. 406C. ELIGIBILITY OF SCHOLARS.

“(a) PROCEDURES ESTABLISHED BY REGULATION.—The Secretary
shall establish by regulation procedures for the determination of
eligibility of students for the scholarships awarded under this chap-
ter. Such procedures shall include measures to prevent any second-
ary school from certifying more than 10 percent of the school’s
students for eligibility under this section.

“(b) COORDINATION.— hﬂﬁrescribing procedures under sub-
section (a), the Secretary s ensure that the determination of
eligibility and the amount of the scholarship is determined in a
timely and accurate manner consistent with the requirements of
section 482 and the submission of the financial aid ?orm required
by section 483. For such purposes, the Secretary may provide that,
for the first academic year of a student’s 2 academic years of
eligibility under this chapter, class rank may be determined prior
to graduation from secondary school, at such time and in such
manner as the Secretary may specify in regulations prescribed
under this chapter.

“SEC. 406D. STUDENT REQUIREMENTS.

“(a) IN GENERAL.—Each eligible student desiring a scholarship
under this chapter shall submit an application to the Secretary
at such time, in such manner, and containing such information
as the Secretary may reasonably require.

“(b) CONTINUING ELIGIBILITY.—In order for a student to con-
tinue to be eligible to receive a scholarship under this chapter
for the second year of undergraduate education, the eligible student
shall maintain eligibility to receive a Federal Pell Grant for that
year, including fulfilling the requirements for satisfactory progress
described in section 484(c).

“SEC. 407E. AUTHORIZATION OF APPROPRIATIONS.

“There are authorized to be appropriated to carry out this
chapter $200,000,000 for fiscal year 1999 and such sums as may
be necessary for each of the 4 succeeding fiscal years.”.

SEC. 405. REPEALS.
Chapters 4 through 8 of subpart 2 of part A of title IV (20
U.S.C. 1070a—41 et seq. and 1070a—81 et seq.) are repealed.
SEC. 408. FEDERAL SUPPLEMENTAL EDUCATIONAL OPPORTUNITY
GRANTS.

(a) AUTHORIZATION OF APPROPRIATIONS.—Section 413A(b)1) (20
‘I‘.{.S.C. 1070b(b)1)) is amended by striking “1993” and inserting
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(b) Use oF FunDs FOR LESS-THAN-FULL-TIME STUDENTS.—Sub-
section (d) of section 413C (20 U.S.C. 1070b-2) is amended to
read as follows:

“(d) Use oF FUNDS FOR LESS-THAN-FULL-TIME STUDENTS.—
If the institution’s allocation under this subpart is directly or
indirectly based in part on the financial need demonstrated by
students who are independent students or attending the institution
on less than a full-time basis, then a reasonable proportion of
the allocation shall be made available to such students.”.

(c) ALLOCATION OF FUNDS.—

(1) UPDATING THE BASE PERIOD.—Section 413D(a) (20

U.S.C. 1070b—3(a)) is amended—

(A) in paragraph (1), by striking “received and used
under this part for fiscal year 1985” and inserting “received
under subsections (a) and (b) of this section for fiscal year
1999 (as such subsections were in effect with respect to
allocations for such fiscal year)”;

(B) in paragraph (2)—

(i) in subparagraphs (A) and (B), by striking “1985”
each place the term appears and inserting “1999”; and
(ii) in subparagraph (C)(i), by striking “1986” and

inserting “2000”.

(2) ELIM]NATION OF PRO RATA SHARE.—Section 413D is
further amended—

(A) by striking subsection (b);

(B) in subsection (c)(1), by striking “three-quarters of
the remainder” and inserting “the remainder”;

(C) in subsection (c}2)(A)i), by atnkmg “subsection
(d)” and inserting “subsection (c)”; and

(D) by redesignating subsections (c), (d), (e), and (f)
as subsections (b), (c), (d), and (e), respectively.

(3) EFFECTIVE DATE.—The amendments made by this sub- Applicability.
section shall apply with respect to allocations of amounts appro- 20 USC 1070b-3
priated pursuant to section 413A(b) of the Higher Education nem

Acl‘. of 1965 for fiscal year 2000 or any su g fiscal year.

(d) CARRYOVER AND CARRYBACK AUTHORITY.—Subpart 3 of part
A of title IV (20 U.S.C. 1070b et seq.) is amended by adding
at the end the following:

“SEC. 413E. CARRYOVER AND CARRYBACK AUTHORITY. 20 USC 1070b—4.

“(a) CARRYOVER AUTHORITY.—Of the sums made available to
an eligible institution under this subpart for a fiscal year, not
more than 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.

“(b) CARRYBACK AUTHORITY.—

“(1) IN GENERAL.—Of the sums made available to an eligible
institution under this subpart for a fiscal year, not more than
10 percent may, at the discretion of the institution, be used
by the institution for expenditure for the fiscal year preceding
the fiscal year for which the sums were appropriated.

“(2) USE OF CARRIED-BACK FUNDS.—An eligible institution
may make grants to students after the end of the academic
year, but prior to the beginning of the succeeding fiscal year,
from such succeeding fiscal year’s appropriations.”.
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SEC. 407. LEVERAGING EDUCATIONAL ASSISTANCE PARTNERSHIP
PROGRAM.

(a) AMENDMENT TO SUBPART HEADING.—

(1) IN GENERAL.—The heading for subpart 4 of part A
tqfllﬁﬂe IV (20 U.S.C. 1070c et seq.) is amended to read as
OLIOWS:

“SUBPART 4—LEVERAGING EDUCATIONAL ASSISTANCE PARTNERSHIP
PROGRAM”.

(2) CONFORMING AMENDMENTS.—Subpart 4 of part A of
title IV (20 U.S.C. 1070c et seq.) is amendeg—

(A) in section 415B(b) (20 U.S.C. 1070c-1(b)), by strik-
ing “State student grant incentive” and inserting
“leveraging educational assistance partnership”; and

(B) in the heading for section 415C (20 U.S.C. 1070c¢-
2), by striking “STATE STUDENT INCENTIVE GRANT” and
inserting “LEVERAGING EDUCATIONAL ASSISTANCE PART-
NERSHIP”.

(b) AUTHORIZATION OF APPROPRIATIONS.—Section 415A(b) (20
U.S.C. 1070¢(b)) is amended—

- 9(91”) in paragraph (1), by striking “1993” and inserting

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

(3) by inserting after aragrapl;: (1) the following:

“(2) RESERVATION.—For any fiscal year for which the
amount appropriated under paragraph (1) exceeds $30,000,000,
the excess be available to carry out section 415E.”.

(c) SPECIAL LEVERAGING EDUCATIONAL ASSISTANCE PARTNER-
SHIP PROGRAM.—Subpart 4 of part A of title IV (20 U.S.C. 1070c
et seq.) is amended—

20 USC 1070c—4. (1) by redesignating section 415E as 415F; and

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

20 USC 1070c- “SEC. 415E. SPECIAL LEVERAGING EDUCATIONAL ASSISTANCE PART-
3a. NERSHIP PROGRAM.

“(a) IN GENERAL—From amounts reserved under section
415A(b)(2) for each fiscal year, the Secretary shall—

“(1) make allotments among States in the same manner
as tlﬁe Secred tary makes allotments among States under section
415B; an
“(2) award grants to States, from allotments under para-

gaph (1), to enable the States to pay the Federal share of
( )e cost of the authorized activities described in subsection
c).

“(b) APPLICABILITY RULE.—The provisions of this subpart which
are not inconsistent with this section shall apply to the program
authorized by this section.

“(c) AUTHORIZED ACTIVITIES.—Each State receiving a grant
under this section may use the t funds for—

“(1) increasing the dollar amount of ts awarded under
section 415B to eligible students who demonstrate financial

need;
“(2) carrying out transition pro, from secondary school
dary education for eligible students who dem-
onstrate financial need;



PUBLIC LAW 105-244—O0CT. 7, 1998 112 STAT. 1667

“(8) carrying out a financial aid program for eligible stu-
dents who demonstrate financial need and wish to enter careers
in information technology, or other fields of study determined
by the State to be critical to the State’s workforce needs;

“(4) making funds available for community service work-
stucclly activities for eligible students who demonstrate financial
need;

“(5) creating a postsecondary scholarship program for
eligible students who demonstrate financial need and wish
to enter teaching;

“(6) creating a scholarship program for eligible students
who demonstrate financial need and wish to enter a program
of study leading to a degree in mathematics, computer science,
or engineering;

“(7) carrying out early intervention programs, mentoring
programs, and career education programs for eligible students
who demonstrate financial need; and

“(8) awarding merit or academic scholarships to eligible
students who demonstrate financial need.

“(d) MAINTENANCE OF EFFORT REQUIREMENT.—Each State
receiving a grant under this section for a fiscal year shall provide
the Secretary an assurance that the aggregate amount expended
per student or the aggregate expenditures by the State, from funds
derived from non-Federal sources, for the authorized activities
described in subsection (c) 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 second preceding
fiscal year.

“(e) FEDERAL SHARE.—The Federal share of the cost of the
authorized activities described in subsection (c) for any fiscal year
shall be not more than 33%s percent.”.

(c) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) PURPOSE.—Subsection (a) of section 415A (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 participating in programs of study abroad
that are approved for credit by institutions of higher edu-
cation 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) (20 U.S.C. 1070c-

1(a)(1)) is amended by inserting “and not reserved under section

415A(b)(2)” after “415A(b)(1)”.

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 inserting after “contains assurances” the following:
“that the grant recipient will coordinate the project, to the extent
feasible, with other local, State, and Federal programs to maximize
the resources available for migrant students, and”.
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20 USC 1070d-2.

20 USC 1070e.

(b) AUTHORIZATION OF APPROPRIATIONS.—Section 418A(g) is
gmg‘xiggg by striking “1993” each place the term appears and insert-
ing i

(c) DATA COLLECTION.—Section 418A is amended—

(1) by redesignating subsection (g) (as amended by sub-
section (b)) as subsection (h); and
(2) by inserting after subsection (f) the following:

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

(d) TECHNICAL AMENDMENT.—Section 418A(e) is amended b,
striking “authorized by subpart 4 of this part in accordance witﬁ
%ctﬁn)( il)l'?A(h)(z}" and inserting “in accordance with section

c)(1)”.

SEC. 409. ROBERT C. BYRD HONORS SCHOLARSHIP PROGRAM.

(a) FAS ELIGIBILITY.—Section 419D (20 U.S.C. 1070d-34) is
amended by adding at the end thereof the following:
“(e) FAS ELIGIBILITY.—

“(1) FISCAL YEARS 2000 THROUGH 2004—Notwithstanding
any other provision of this subpart, in the case of students
from the y Associated States who may be selected to
receive a scholarship under this subpart for the first time
for any of the fiscal years 2000 through 2004—

“(A) there shall be 10 scholarships in the aggregate

awarded to such students for each of the fiscal years 2000

through 2004; and

“(%) the Pacific Regional Educational Laboratory shall
administer the program under this subpart in the case
of scholarships for students in the Freely iated States.

“(2) TERMINATION OF ELIGIBILITY.—A student from the
Freely Associated States shall not be eligible to receive a schol-
arship under this subpart after September 30, 2004.”.

(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 “$45,000,000 for fiscal year 1999”.

SEC. 410. CHILD CARE ACCESS MEANS PARENTS IN SCHOOL.

Part A of title IV (20 U.S.C. 1070 et seq.) is amended by
inserting after subpart 6 (20 U.S.C. 1070d-31 et seq.) the following:

“Subpart 7—Child Care Access Means Parents in
School

“SEC. 419N. CHILD CARE ACCESS MEANS PARENTS IN SCHOOL.

“(a) PURPOSE.—The purpose of this section is to support the
participation of low-income parents in postsecondary education
throu E the provision of campus-based child care services.

“(%) PROGRAM AUTHORIZED.—

“(1) AUTHORITY.—The Secretary may award grants to
institutions of higher education to assist the institutions in
groviding campus-based child care services to low-income stu-

ents.

“(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 percent of the total
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amount of all Federal Pell Grant funds awarded to students

enrolled at the institution of higher education for the

preceding fiscal year. i X

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

“(3) DURATION; RENEWAL; AND PAYMENTS.—

“(A) DuraTiON.—The Secretary shall award a grant
under this section for a period of 4 years.

“(B) PAYMENTS.—Su:f‘ect to subsection (e)(2), the Sec-
retary shall make annual grant payments under this sec-
tion.

“(4) ELIGIBLE INSTITUTIONS.—An institution of higher edu-
cation shall be eligible to receive a grant under this section
for a fiscal if the total amount of all Federal Pell Grant
funds awarded to students enrolled at the institution of higher
gggga&loogl for the preceding fiscal year equals or exceeds

“5) USE OF FUNDS.—Grant funds under this section shall
be used by an institution of higher education to support or
establish a campus-based child care pro primarily serving
the needs of low-income students ed at the institution
of higher education. Grant funds under this section may be
used to provide before and after school services to the extent
n to enable low-income students enrolled at the institu-
tion of gigher education to pursue postsecondary education.

“(6) Conmumon.—-Notﬁing in this section shall be con-
strued to prohibit an institution of higher education that
receives t funds under this section from serving the child
care n of the community served by the institution.

“('7) DEFINITION OF LOW-INCOME STUDENT.—For the purpose
of this section, the term “low-income student” means a student
who is eligible to receive a Federal Pell Grant for the fiscal
year for which the determination is made.

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

“(1) demonstrate that the institution is an eligible institu-
tion described in subsection (b)(4);

“(2) specify the amount of funds requested;

“3) onstrate the need of low-income students at the
institution for campus-based child care services by including
N T s haiiua Al 4 ographi

rmation re g student dem phics;

“(B) an assessment of child care capacity on or near
campus;

C) information regarding the existence of waiting
lists for existing child care;

“D) information regarding additional needs created
bydoonoentrations of poverty or by geographic isolation;
an

“(E) other relevant data;

“(4) contain a description of the activities to be assisted,
including whether the grant funds will support an existing
chﬂdmxrommoranewdxﬂdcamprogram;

“(5) identify the resources, mcludmirgechmcal expertise
and financial support, the institution will draw upon to support
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the child care program and the participation of low-income
students in the program, such as accessing social services fund-
ing, 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, and accessing foundation,
corporate or other institutional support, and demonstrate that
thgt.uae of the resources will not result in increases in student
uition;

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

“(7) describe the extent to which the child care program
will coordinate with the institution’s early childhood education
curriculum, to the extent the curriculum is available, to meet
the needs of the students in the early childhood education
program at the institution, and the needs of the parents and
children participating in the child care program assisted under
this section;

“(8) in the case of an institution seeking assistance for
a new child care program—

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

“(B) specify any measures the institution will take
to assist low-income students with child care during the
peillod before the institution provides child care services;
an

“C) 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 nec-

essary;

“(9) contain an assurance that any child care facility
assisted under this section will meet the applicable State or
local government licensing, certification, approval, or registra-
tion 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 assistance under this section.
“(d) PrIORITY.—The Secretary shall give priority in awarding

grants under this section to institutions of higher education that
submit applications describing programs that—

(1) leverage significant local or institutional resources,
including in-kind contributions, to support the activities
assisted under this section; and

“(2) utilize a sliding fee scale for child care services provided
under this section in order to support a high number of low-
income parents pursuing postsecondary education at the
institution.

“(e) 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.
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“(B) ConNTENTS.—The report shall include—

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

“ii) information on campus and community
resources and funding used to help low-income stu-
dents access child care services;

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

“(iv) information on the impact of the grant on
the quality, availability, and affordability of campus-

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

(1), that the institution is ing a good faith effort to ensure

that low-income students at the institution have access to

affordable, quality child care services.

“(f) CONSTRUCTION.—No funds provided under this section shall
be used for construction, except for minor renovation or repair
to meet applicable State or local health or safety requirements.

“(g) AUTHORIZATION OF APPROPRIATIONS.—There are authorized
to be appropriated to carry out this section $45,000,000 for fiscal
year 1999 and such sums as may be necessary for each of the
4 succeeding fiscal years.”.

SEC. 411. LEARNING ANYTIME ANYWHERE PARTNERSHIPS.

Subpart 8 of part A of title IV (20 U.S.C. 1070 et seq.) is
amended to read as follows:

“Subpart 8—Learning Anytime Anywhere
Partnerships

“SEC. 420D. FINDINGS. 20 USC 1070f.

“Congress makes the following findings:

'%111)! The nature of postsecondary education delivery is
changing, and new technology and other related innovations
can provide promising education opportunities for individuals
who are currently not bem.n‘fI served, particularly for individuals
without easy access to traditional campus-based postsecon
education or for whom traditional courses are a poor ma
with education or training needs.

“(2) Individuals, including individuals seeking basic or tech-
nical skills or their first postsecondary experience, individuals
with disabilities, dislocated workers, individuals making the
transition from welfare-to-work, and individuals who are lim-
ited by time and place constraints can benefit from nontradi-
tional, noncampus- postsecondary education opportunities
and a r'([)griate support services.

“(%g e need for high-quality, nontraditional, technology-
based education opportunities is great, as is the need for skill
competency credentials and other measures of educational

rogress and attainment that are valid and widely accepted,
Eut neither need is likely to be adequately addressed by the
uncoordinated efforts oi‘! agencies and institutions acting
independently and without assistance.
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20 USC 1070f-1.

20 USC 1070f-2.

20 USC 1070f-3.

“(4) Partnerships, consisting of institutions of higher edu-
cation, community organizations, or other public or private
agencies or organizations, can coordinate a.mr combine institu-
tional resources—

“(A) to provide the needed variety of education options
to students; and

“(B) to develop new means of ensuring accountability
and quality for innovative education methods.

“SEC. 420E. PURPOSE; PROGRAM AUTHORIZED.

“(a) PURPOSE.—It is the purpose of this subpart to enhance
the delivery, quality, and accountability of postsecondary education
and career-oriented lifelong learning througﬁ technology and related
innovations.

“(b) PROGRAM AUTHORIZED.—

“(1) GRANTS.—

“(A) IN GENERAL.—The Secretary may, from funds
appropriated under section 420J make grants to, or enter
into contracts or cooperative agreements with, eligible part-
nerships to carry out the authorized activities described
in section 420G.

“(B) DURATION.—Grants under this subpart shall be
awarded for periods that do not exceed 5 years.

“(2) DEFINITION OF ELIGIBLE PARTNERSHIP.—For purposes
of this subpart, the term ‘eligible partnership’ means a partner-
ship consisting of 2 or more incﬁpendent agencies, organiza-
tions, or institutions. The agencies, organizations, or institu-
tions may include institutions of higher education, community
organizations, and other public and private institutions, agen-
cies, and organizations.

“SEC. 420F. APPLICATION.

“(a) REQUIREMENT.—An eligible partnership desiring to receive
a grant under this subpart s submit an application to the
Secretary, in such form and containing such information, as the
Secretary may require.
“(b) CoNTENTS.—Each application shall include—
“(1) the name of each partner and a description of the
responsibilities of the partner, including the designation of
a nonprofit organization 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 any existing
services and activities;
“(3) a listing of human, financial (other than funds provided
under this subpart), 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; and
“(4) a description of how the project will og:rat.e, including
how funds awarded under this subpart will used to meet
the purpose of this subpart.

“SEC. 420G. AUTHORIZED ACTIVITIES.

“Funds awarded to an eligible partnership under this subpart
shall be used to—
“(1) develop and assess model distance learning programs
or innovative educational software;
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“2) develop methodologies for the identification and
measurement of skill competencies;

“(3) develop and assess innovative student support services;
or

“(4) support other activities that are consistent with the
purpose of this subpart.

“SEC. 420H. MATCHING REQUIREMENT. 20 USC 1070f—4.

“Federal funds shall provide not more than 50 percent of the
cost of a project under this subpart. The non-Federal share of
project costs may be in cash or in kind, fairly evaluated, including
services, supplies, or equipment.

“SEC. 4201. PEER REVIEW. 20 USC 1070f-5.

“The Secretary shall use a peer review process to review
applications under this subpart and to make recommendations for
funding under this subpart to the Secretary.

“SEC. 420J. AUTHORIZATION OF APPROPRIATIONS. 20 USC 1070f-6.

“There are authorized to be appro gnated to carry out this
subpart $10,000,000 for fiscal year 1999 and such sums as may
be necessary for each of the 4 sumedmg fiscal years.”.

PART B—FEDERAL FAMILY EDUCATION LOAN
PROGRAM

SEC. 411. LIMITATION REPEALED.

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 (¢)—
(A) in pa.ragraqh (6)(B)(1) by striking “written” and
msertmg “written, electronic,”

(B)in p h (7)(A), by striking “during the transi-
tion from the %Eetfera.l Famlf;' Education Loan Program
under this part to the Federal Direct Student Loan Pro-
gram under part D of this title”; and

in paragraph (7)(B), by striking “428(cX10)F)v)”
and msemng “428(c)NF)v);

(3) 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; and

(4) by adding at the end the following:

“(i) ADDITIONAL RECALL OF RESERVES.—

“(1) IN GENERAL.—Notwithstanding any other provision of
law and subject to paragraph (4), the Secretary shall recall,
from reserve funds held in the Federal Student Loan Reserve
Funds established under section 422A by g'uaranty agencies—

“(A) $85,000,000 in fiscal year 2002;

“B) 2500000mﬁsca.lyear2006 and

“(C) $82,500,000 in fiscal year 2007.

“(2) DePoSIT.—Funds recalled by the Secretary under this
subsection shall be deposited in the ury.
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20 USC 1072a.
Deadline.

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

“(A) EQUAL PERCENTAGE.—The Secretary shall require
each guaranty agency to return an amount representing
an equal percentage reduction in the amount of reserve
funds held by the agency on September 30, 1996.

“(B) CALCULATION.—The equal percentage reduction
shall be the percentage obtainede%y dividing—

“(i) %50,000,000, by
“(ii) the total amount of all guaranty agencies’
reserve funds held on September gu' 1996, less any

amounts subject to recall under subsection (h).

“(C) SpPECIAL RULE.—Notwithstanding subparagraphs
(A) and (B), the percentage reduction under su paraﬁaph
(B) shall not result in the depletion of the reserve funds
of any agency which charges the 1.0 percent insurance
premium pursuant to section 428(b)}1)H) below an amount
equal to the amount of lender claim payments paid during
the 90 days prior to the date of tEe return under this
subsection. pr any additional amount is required to be
returned after deducting the total of the required shares
under subparagraph (B) and as a result of the preceding
sentence, such additional amount shall be obtained by
imposing on each guaranty agency to which the preceding
sentence does not apply, an equal percentage reduction
in the amount of the agency’s remaining reserve funds.
“(4) OFFSET OF REQUIRED SHARES.—If any guaranty agency

returns to the Secretary any reserve funds in excess of the
amount required under this subsection or subsection (h), the
total amount required to be returned under paragraph (1) shall
be reduced by the amount of such excess reserve funds returned.

“(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 guaranty agency, or held by, or under the
control of, any other entity; and

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

SEC. 413. GUARANTY AGENCY REFORMS.

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

“SEC. 422A. FEDERAL STUDENT LOAN RESERVE FUND.

“(a) ESTABLISHMENT.—Each guaranty ncy 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 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 Secre ;

“(b) INVESTMENT OF %%’N’DS.—-—Funda transferred to the Federal
Fund shall be invested in obligations issued or guaranteed by
the United States or a State, or in other similarly low-risk securities
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selected by the guaranty agency, with the approval of the Secretary.
Earnings from the Federal Fund shall be the sole property of
the Federal Government.

“(c) ADDITIONAL DEPOSITS.—After the establishment of the Fed-
eral Fund, a guaranty 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 borrower, a percentage amount equal to the
complement of the reinsurance percentage in effect when pay-
ment under the guaranty agreement was made—

“(A) with respect to the defaulted loan pursuant to
sections 428(c)(6)(A) and 428F(a)(1)B); and
“(B) with respect to a loan that the Secretary has

repaid or discharged under section 437;

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

“(4) all amounts received from the Secretary as payment
for supplemental preclaims activity performed prior to the date
of enactment of this section;

“(6) 70 percent of amounts received after such date of
enactment from the Secretary as payment for administrative
cost allowances for loans upon which insurance was issued
prior to such date of enactment; and

“(6) other receipts as specified in regulations of the Sec-

retary.

“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 sections 428(b)(1XG),
428(j), 437, and 439(q); and

“2) to pay into the Agency Operating Fund established
pursuant to section 422B (in this section and section 422B
referred to as the “Operating Fund”) a default aversion fee
in accordance with section 428(1).

“(e) OWNERSHIP OF FEDERAL FUND.—The Federal Fund, and
any nonliquid asset (such as a building or equipment) developed
or purchased by the guaranty agency in whole or in part with
Federal reserve funds, regardless of who holds or controls the
Federal reserve funds or such asset, shall be considered to be
the property of the United States, prorated based on the pementa‘fe
of such asset develo or purchased with Federal reserve funds,
which property s be used in the operation of the program
authorized by this part, as provided in subsection (d). The Secretary
may restrict or regualglte the use tﬁg such asset only t.toe(fihe exten}
necessary to reasonably protect Secretary’s prora share o
the value of such asset. The Secretary may d};rect a guaranty
agency, or such agency’s officers or directors, to cease any activity
involving expenditures, use, or transfer of the Federal Fund
administered by the guaranty agency that the Secre determines
is a misatﬁplication, misuse, or improper expenditure of the Federal
Fund or the Secretary’s share of such asset.

“(f) TRANSITION.—

“(1) IN GENERAL.—In order to establish the Operating Fund,
eacil guaranty age:nf cy r:::ly transfﬁli:' not more (a.n 1331 d;lis'
cash expenses for no operating expenses (not including
claim payments) as a working capital reserve as defined in
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Office of Management and Budget Circular A-87 (Cost Account-
ing Standards) from the Federal Fund for deposit into the
Operating Fund for use in the performance of the guaranty
agency’s duties under this part. Such transfers may occur dur-
ing the first 3 years following the establishment of the Operat-
ing Fund. However, no agency may transfer in excess of 45
percent of the balance, as of September 30, 1998, of the agency’s
Federal Fund to the agency’s Operating Fund during such
3-year period. In determining the amount that may be trans-
ferred, the agency shall ensure that sufficient funds remain
in the Federal Fund to pay lender claims within the required
time periods and to meet the reserve recall requirements of
this section and subsections (h) and (i) of section 422.

“(2) SPECIAL RULE.—A limited number of guaranty agencies
may transfer interest earned on the Federal Fund to the
Operating Fund during the first 3 years after the date of
enactment of this section if the guaranty agency demonstrates
to the Secretary that—

“(A) the cash flow in the Operating Fund will be nega-
tive without the transfer of such interest; and

“B) the transfer of such interest will substantially
improve the financial circumstances of the guaranty
agency.

“(3) REPAYMENT PROVISIONS.—Each guaranty agency shall
begin repayment of sums transferred pursuant to this sub-
section not later than the start of the fourth year after the
establishment of the Operating Fund, and shall repay all
amounts transferred not later than 5 years from the date
of the establishment of the Operating Fund. With respect to
amounts transferred from the Federal Fund, the guaranty
agency shall not be required to repay any interest on the
funds transferred and subsequently repaid. The guaranty
agency shall provide to the Secretary a reasonable schedule
for repayment of the sums transferred and an annual financial
analysis demonstrating the agency’s ability to comply with the
schedule and repay all outstanding sums transferred.

“(4) PROHIBITION.—If a guaranty agency transfers funds
from the Federal Fund in accordance with this section, and
fails to make scheduled repayments to the Federal Fund, the
agency may not receive any other funds under this part until
the Secretary determines that the agency has made such repay-
ments. The Secretary shall pay to the guaranty agency any
funds withheld in accordance with this paragraph immediately
upon making the determination that the guaranty agency has
made all such repayments.

“(5) WAIVER.—The Secretary may—

“(A) waive the requirements of paragraph (3), but only
with respect to repayment of interest that was transferred
in accordance with paragraph (2); and

“(B) waive paragraph (4);

for a guaranty agency, if the Secretary determines that there
are extenuating circumstances (such as State constitutional
prohibitions) beyond the control of the agency that justify such
a waiver.

“(6) EXTENSION OF REPAYMENT PERIOD FOR INTEREST.—
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“(A) EXTENSION PERMITTED.—The Secretary shall
extend the period for repayment of interest that was trans-
ferred in accordance with pamgm&l; (2) from 2 years to
5 years if the Secretary determines that—

“(i) the cash flow of the Operating Fund will be
negative as a result of repayment as required by para-

graph (3);
“(ii) the repayment of the interest transferred will
substantially diminish the financial circumstances of

the guaranty agency; and
iii) the tg;a.mm;y agency has demonstrated—
“I) that the agency is able to repay all trans-
ferred fund= by the end of the 8th year followin
the date of establishment of the Operating Fund;

and
“(II) that the agency will be financially sound
on the completion of repayment.
“(B) REPAYMENT OF INCOME ON TRANSFERRED FUNDS.—

All repayments made to the Federal Fund during the 6th,

7th, and 8th years following the establishment of the

Operating Fund of interest that was transferred shall

include the sums transferred plus any income earned from

the investment of the sums transferred after the 5th year.

“(7) INVESTMENT OF FEDERAL FUNDS.—Funds transferred
from the Federal Fund to the Operating Fund for operatn‘,‘i;ﬁ
expenses shall be invested in obligations issued or guaran

the United States or a State, or in other similarly low-
risk securities selected by the guaranty agency, with the
approval of the Secretary.

“(8) SPECIAL RULE.—In calculating the minimum reserve
level regluu'ed by section 428(c)(9XA), the Secretary shall
include all amounts owed to the Federal Fund by the guaranty
agency in the calculation.”.

(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 section:

“SEC. 422B. AGENCY OPERATING FUND. 20 USC 1072b.

“(a) ESTABLISHMENT.—Each guaranty agency shall, not later Deadline.
than 60 days after the date of enactment of this section, establish
a fund designated as the Operating Fund.

“(b) INVESTMENT OF FUNDS.—Funds deposited into the Operat-
ing Fund shall be invested at the discretion of the guaranty agency
in accordance with prudent investor standards.

“(c) ADDITIONAL DEPOSITS.—After the establishment of the
Qpemtiﬁg_ Fund, the guaranty agency shall deposit into the Operat-
ing

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

“(2) 30 percent of amounts received after the date of enact-
ment of this section from the Secretary as payment for adminis-
trative cost allowances for loans upon which insurance was
issued prior to such date of enactment;

“(3) the account maintenance fee paid by the Secretary
in accordance with section 458;

423(;‘§4) the default aversion fee paid in accordance with section
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“(5) amounts remaining pursuant to section 428(cX6)B)
from collection on defaulted loans held by the agency, after
ayment of the Secretary’s equitable share, excluding amounts
eposited in the Federal Fund pursuant to section 422A(c)2);
and

“(6) other receipts as specified in regulations of the

Secretary.
“(d) Usks oF FUNDS.—

“(1) IN GENERAL.—Funds in the Operating Fund shall be
used for application processing, loan disbursement, enrollment
and repayment status management, default aversion activities
(including those described in section 422(h)8)), default collec-
tion activities, school and lender training, financial aid aware-
ness and related outreach activities, compliance monitoring,
and other student financial aid related activities, as selected
by the guaranty agency.

“(2) SpeEcIAL RULE.—The guaranty agency may, in the agen-
cy’s discretion, transfer funds from the Operating Fund to
the Federal Fund for use pursuant to section 422A. Such trans-
fer shall be irrevocable, and any funds so transferred shall
become the sole property of the United States.

“(3) DEFINITIONS.—For purposes of this subsection:

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

“(B) DEFAULT AVERSION ACTIVITIES.—The term ‘default
aversion activities’ means activities of a guaranty agency
that 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) ENROLLMENT AND REPAYMENT STATUS MANAGE-
MENT.—The term ‘enrollment and repayment status
management’ means activities of a guaranty agency that
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 deter-
mine if the provisions of that note or agreement are consist-
ent with the records of the guaranty agency as to the
principal amount of the loan guaranteed, and an examina-
tion of the note or agreement to assure that the repayment
provisions are consistent with the provisions of this part.

“(e) OWNERSHIP AND REGULATION OF OPERATING FUND.—

“(1) OWNERSHIP.—The Operating Fund, with the exception
of funds transferred from the Federal Fund in accordance with
section 422A(f), shall be considered to be the property of the
guaranty agency. o

“(2) REGULATION.—Except as provided in paragraph (3),
the Secretary may not regulate the uses or expenditure of
moneys in the Operating Fund, but the Secretary may require
suclélb )(ne)cessa.ry reports and audits as provided in section
428(b)(2).
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“(3) ExcEPTION.—Notwithstanding paragraphs (1) and (2)
during any period in which funds are owed to the Fede
Fund as a result of transfer under section 422A(f)—

“(A) moneys in the Operating Fund may only be used
for expenses related to the student loan programs author-
R Be Bartiasy may sogilate th dit

e may e uses or expenditure
of moneys in the Operating Fund.”.
SEC. 414. SCOPE AND DURATION OF FEDERAL LOAN INSURANCE PRO-

GRAM.

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 “Septem-
ber 30, 2008”.
SEC. 415. LIMITATIONS ON INDIVIDUAL FEDERALLY INSURED LOANS
AND FEDERAL LOAN INSURANCE.

Section 425(a)(1)X(A) (20 U.S.C. 1075(a)(1)A)) is amended—
(1) in clause (i}—
(A) by inserting “and” after the semicolon at the end
of subclause (I); an
(B) by striking subclauses (II) and (III) and inserting
the following:

“(lI% if such student is enrolled in a program of
undergraduate education which is less than one aca-
demic 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 meas-
ured 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—
(A) by redesignating subsections (k) and (1) as sub-
sections (l{ and (m), respectively; and
(B) by inserting after subsection (j) the following:
“(k) INTEREST RATES FOR NEW LOANS ON OR AFTER OCTOBER
1, 1998, AND BEFORE JULY 1, 2003.—
“(1) IN GENERAL.—Notwithstanding subsection (h) and sub-
,iect to paragraph (2) of this subsection, with respect to any
oan made, insured, or guaranteed under this part (other than
a loan made pursuant to section 428B or 428C) for which
the first disbursement is made on or after October 1, 1998,
and before July 1, 2003, the applicable rate of interest shall,
during any 12-month period beginning on July 1 and ending
on gi:&ajo, be determined on the preceding June 1 and be
equ
“(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,
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except that such rate shall not exceed 8.25 percent.

“(2) IN SCHOOL AND GRACE PERIOD RULES.—Notwithstand-
ing subsection (h), 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 October
1, 1998, and before July 1, 2003, 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 section 427(a)}(2)C)
or 428(b)(1XM),

shall be determined under paragraph (1) by substituting ‘1.7
percent’ for ‘2.3 percent’.

“3) PLUS Loans.—Notwithstanding subsection (h), with
respect to any loan under section 428B for which the first
disbursement is made on or after October 1, 1998, and before
July 1, 2003, the applicable rate of interest 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) CONSOLIDATION LOANS.—With res to any consolida-
tion loan under section 428C for which the application is
received by an eligible lender on or after October 1, 1998,
and before July 1, 2003, the applicable rate of interest shall
be at an annual rate on the unpaid principal balance of the
loan that is equal to the lesser of—

“(A) the weighted average of the interest rates on
the loans consolidated, rounded to the nearest higher one-
eighth of 1 percent; or

“(B) 8.25 percent.

“(5) CONSULTATION.—The Secretary shall determine the
applicable rate of interest under this subsection after consulta-
tion 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(dX4)) is amended by striking “section 427A(c)”
and inserting “section 427A”.

(b) SPECIAL ALLOWANCES.—

(1) AMENDMENT.—Section 438(b)2) (20 U.S.C. 1087-1(b)2))
is amended by adding at the end the following:

“(H) LOANS DISBURSED ON OR AFTER OCTOBER 1, 1998,
AND BEFORE JULY 1, 2003.—

“(i) IN GENERAL.—Subject to paragraph (4) and
clauses (ii), (iii), and (iv) of this subparagraph, and
except as provided in subparagraph (B), the special
allowance paid pursuant to this subsection on loans
for which the first disbursement is made on or after
October 1, 1998, and before July 1, 2003, shall be
computed—

“(I) by determining the average of the bond
equivalent rates of 91-day Treasury bills auctioned
for such 3-month period;
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“II) by subtracting the applicable interest
rates on such loans from such average bond equiva-
lent rate;

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

“IV) by dividing the resultant percent by 4.
“(i) IN SCHOOL AND GRACE PERIOD.—In the case

of any loan for which the first disbursement is made
on or after October 1, 1998, and before July 1, 2003,
and for which the applicable rate of interest is
described in section 427A(kX2), clause (iXIII) of this
subp ph shall be applied by substituting ‘2.2 per-
cent’ for ‘2.8 percent’.

“(iii) PLUS pLoanNs.—In the case of any loan for
which the first disbursement is made on or after Octo-
ber 1, 1998, and before July 1, 2003, and for which
the applicable rate of interest is described in section
427A(k)3), clause (i)III) of this subparagraph shall
be applied by substituting ‘3.1 percent’ for ‘2.8 percent’,
subject to clause (v) of this subparagraph.

“(iv) CONSOLIDATION LOANS.—In the case of any
consolidation loan for which the application is received
by an eligible lender on or after October 1, 1998, and
before July 1, 2003, and for which the applicable
interest rate is determined under section 427A(k)X4),
clause (iXIII) of this subparagraph shall be applied
by substituting ‘3.1 percent’ for ‘2.8 percent’, subject
to clause (vi) of this subparagraph.

“(v) LIMITATION ON SPECIAL ALLOWANCES FOR PLUS
LOANS.—In the case of PLUS loans made under section
428B and first disbursed on or after October 1, 1998,
and before July 1, 2003, for which the interest rate
is determined under section 427A(k)3), a special allow-
ance shall not be paid for such loan during any 12-
month period beginning on July 1 and ending on June
30 unless, on the June 1 preceding such July 1—

“I) the bond equivalent rate of 91-day Treas-
ury bills auctioned at the final auction held prior
to such June 1 (as determined by the Secretary

for p of such section); plus
“(I}) 3.1 percent,

exceeds 9.0 percent.

“(vi) LIMITATION ON SPECIAL ALLOWANCES FOR
CONSOLIDATION LOANS.—In the case of consolidation
loans made under section 428C and for which the
application is received on or after October 1, 1998,
and before July 1, 2003, for which the interest rate
is determined under section 427A(k)4), a special allow-
ance shall not be paid for such loan during any 3-
month period ending March 31, June 30, September
30, or December 31 unless—

“(I) the average of the bond equivalent rate

of 91-day Treasury bills auctioned for such 3-

month rPeriod; plus

“(II) 3.1 percent,
exceeds the rate determined under section 427A(k)(4).”.
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(2) CONSOLIDATION LOANS.—Section 428C(c)(1) (20 U.S.C.
1078-3(c)1)) is amended by striking everything preceding
subparagraph (B) and inserting the followinii

“(1) INTEREST RATE.—A) Notwithstanding subparagraphs
(B) and (C), with respect to any loan made under this section
for which the application is received by an eligible lender on
or after October 1, 1998, and before July 1, 2003, the applicable
interest rate shall be determined under section 427A(k)4).”.

(3) CONFORMING AMENDMENT.—Section 438(b)(2) (20 U.S.C.
1087-1(b)(2XCXii)) is amended—

(A) in subgaragraph (A), by striking “(F), and (G)”

= (inBs)ming ;( A, aﬁd(g;()”;) by striking “(F), or (G)

in su P iv), by striking “(F'), or "
and inserting “8“), (g), or (H)”; and
C) in subparagraph (C)(ii), by strilu'nf “subparagraph

(G)” and inserting “subparagraphs (G) and (H)”.
A&: licability. (c) EFFECTIVE DATE.—The amendments made by this section
20 USC 1077a shall apply with respect to any loan made, insured, or guaranteed
oty under part B of title IV of the Higher Education Act of 1965

for which the first disbursement is made on or after October 1,
1998, and before July 1, 2003, except that such amendments shall
apply with respect to any loan made under section 428C of such
Act for which the application is received by an eligible lender
on or after October 1, 1998, and before July 1, 2003.

SEC. 417. FEDERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS.

(a) FEDERAL INTEREST SUBSIDIES.—
(1) REQUIREMENTS TO RECEIVE SUBSIDY.—Section 428(a)(2)
(20 U.S.C. 1078(a)2)) is amended—
(A) in subparagraph (A)i), by striking subclauses (I),
(IT), and (IIT) and inserting the following:

“(I) sets forth the loan amount for which the stu-
dent shows financial need; and

“(II) sets forth a schedule for disbursement of the
proceeds of the loan in installments, consistent with
the requirements of section 428G; and”; and
(B) by amending subparagraph (B) to read as follows:

“B) For the p se of clause (ii) of subparagraph (A),
a student shall qualify for a portion of an interest payment
under paragraph (1) Lfy the eligible institution has determined
and documented the student’s amount of need for a loan based
on the student’s estimated cost of attendance, estimated finan-
cial assistance, and, for the purpose of an interest payment
pursuant to this section, expected family contribution (as deter-
?3;1,?d under part F), subject to the provisions of subparagraph
(C) by amending subparagraph (C) to read as follows:
“C) For the purpose of subparagraph (B) and this
paragraph— )
“(i) a student’s cost of attendance shall be determined
under section 472;
“(ii) a student’s estimated financial assistance means,
for the period for which the loan is sought—

“(I) the amount of assistance such student will
receive under subpart 1 of part A (as determined in
accordance with section )), subpart 3 of part A,
and parts C and E;
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“(II) any veterans’ education benefits paid because
of enrollment in a Poataeeon education institution,
including veterans’ education benefits (as defined in
section 480(c), but excluding benefits described in para-
graph (2)(E) of such section); plus

“(IIT) other scholarship, grant, or loan assistance,
but excluding any national service education award
or [})ost-serviee benefit under title I of the National
and Community Service Act of 1990; and
“(iii) the determination of need and of the amount

of a loan by an eligible institution under subparagraph
(B) with respect to a student shall be calculated in accord-
ance(g%tll; part F.”; ang D)
y striking subparagrap ;
(2) DURATION OF AUTHORITY.—Section 428(a)5) is
amended— 20 USC 1078.
(A) by striking “September 30, 2002” and inserting
“September 30, 2004”; and
(B) by striking “September 30, 2006” and inserting
“September 30, 2008”.
(b) INSURANCE PROGRAM AGREEMENTS.—
(1) ANNUAL LOAN LIMITS.—Section 428(b)(1XA) is
amended—
(A) in the matter preceding clause (i), by insertin
“ as defined in section 481(a)(2),” after “academic y s
(B) in clause (i)—

(i) in subclause (I), b’y striking “lenilch (as deter-
mi:lled under section 481);” and inserting “length; and”;
an

(ii) by striking subclauses (II) and (III) and insert-
ing the following:

“(II) if such student is enrolled in a program
of undergraduate education which is less than 1
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 1 academic year;”;

(C) in clause (iv), by striking “and” after the semicolon;
i (D) in clause (v), by inserting “and” after the semicolon;
an
(E) by inserting before the matter following clause
(v) the following:

“(vi) in the case of a student enrolled in coursework
specified in sections 484(b)(3)(B) and 484(b)(4)(B)—

“(I) $2,625 for coursework necessary for enroll-
ment in an undergraduate degree or certificate
program, and, in the case of a student who has
obtained a baccalaureate degree, $5,500 for
coursework necessary for enrollment in a graduate
or professional degree or certification program; and

“II) in the case of a student who has obtained
a baccalaureate degree, $5,500 for coursework nec-
essary for a professional credential or certification
from a State required for employment as a teacher
in an elementary school or secondary school;”.
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(2) SELECTION OF REPAYMENT PLANS.—Clause (ii) of section
428(b)(1XD) is amended to read as follows: “(ii) the student
borrower may annually change the selection of a repayment
plan under this part, and”.

(3) REPAYMENT PLANS.—Subparagraph (E) of section
428(b)(1) is amended to read as follows:

“(E) subject to subparagraphs (D) and (L), and except
as provided by subparagraph (M), provides that—

“(i) not more than 6 months prior to the date
on which the borrower’s first payment is due, the
lender shall offer the borrower of a loan made, insured,
or guaranteed under this section or section 428H, the
option of repaying the loan in accordance with a stand-
ard, graduated, income-sensitive, or extended repay-
ment schedule (as described in paragraph (9)) estab-
lished by the lender in accordance with regulations
of the Secretary; and

“(ii) repayment of loans shall be in installments
in accordance with the repayment plan selected under
paragraph (9) and commencing at the beginning of
Fl'?l)e“ repayment period determined under paragraph

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

(5) PAYMENT AMOUNTS.—Section 428(b)(1)XL){) is
amended—

(A) by inserting “except as otherwise provided by a
repayment plan selected by the borrower under clause (ii)
or (iii) of paragraph (9)(A),” before “during any”; and

(B) by inserting “, notwithstanding any payment plan
under paragraph (9)(A)” after “due and payable”.

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

(A) in clause (i)(I), 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

(B) in clause (ii), by inserting before the semicolon
the following: “, except that no borrower who provides
evidence of eligibility for unemployment benefits shall be
required to provide additional paperwork for a deferment
under this clause”.

(7) LIMITATION, SUSPENSION, AND TERMINATION.—Section
428(b)1)(U) is amended—

(A) by striking “emergency action,,” each place the
term appears and inserting “emergency action,”; and

(B) in clause (iii)(I), by inserting “that originates or
holds more than $5,000,000 in loans made under this title
for any lender fiscal year (except that each lender described
in section 435(d)(1)(A)(ii)(III) shall annually submit the
results of an audit required by this clause),” before “at
least once a year”,

(8) ADDITIONAL INSURANCE PROGRAM REQUIREMENTS.—
Section 428(b)(1) is further amended—

(A) by striking “and” at the end of subparagraph (W);

(B) in subparagraph (X)—

Ll
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n (i) by striking “428(c)(10)” and inserting “428(c)(9)”;
an
(&9 by striking the period at the end and inserting

;and’;
(C) by adding at the end the following new sub-

para
‘%TYB) rovides that—

1} 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
and documentation of the borrower’s eligibility for
the deferment;

“II) a newly completed loan pplication that
documents the borrower’s ibility for a
deferment; or

“(III) student status information received by
the lender that the borrower is enrolled on at
least a half-time basis; an
“(ii) the lender will notify the borrower of the

granting of any deferment under clause (iXII) or (III)

of this subparagra”ph and of the option to continue

aying on the loan.
(9) RESTRICTIONS ON INDUCEMENTS.—Section 428(b)(3) is
amended 20 USC 1078,

(A) by striking subparagraph (C) and inserting the
following:

“(C) conduct unsolicited mailings of student loan
application forms to students enrolled in secondary school
or a postsecondary institution, or to parents of such stu-
dents, except that applications may be mailed to borrowers
who have previously received loans guaranteed under this
part by the guaranty agency; or”; and

(B) by adding at the end the following new sentence:

“It shall not a violation of this paragraph for a guaranty
agency to provide assistance to institutions of higher education
comparable to the kinds of assistance provided to institutions
of higher education by the Department of Education.”.

(10) DELAY IN COMMENCEMENT OF REPAYMENT PERIOD.—
Section 428(b)(7) is amended l:ay adding at the end the following:

“(D) There shall be excluded from the 6-month period that
begins on the date on which a student ceases to at
least one-half the normal full-time academic workload as
described in subparagraph (A)i) any period not to exceed 3
years during which a borrower who is a member of a reserve
component of the Armed Forces named in section 10101 of
title 10, United States Code, is called or ordered to active
duty for a period of more than 30 days (as defined in section
101(dX2) ofP:uch title). Such period of exclusion shall include
the period necessary to resume enrollment at the borrower’s
next available regular enrollment period.”.

(11) REPAYMENT PLANS.—Section 428(b) is amended by
adding at the end the following:

“(9) REPAYMENT PLANS.—

“(A) DESIGN AND SELECTION.—In accordance with regu- Regulations.
lations promulgated by the Secretary, the lender shall offer
a borrower of a loan made under this part the plans

50-1940-98-26: QL3 Part 2
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described in this subparagraph for repayment of such loan,
including principal and interest thereon. No plan may
require a borrower to repay a loan in less than 5 years
unless the borrower, during the 6 months immediately
preceding the start of the repayment period, specifically
requests that repayment be made over of a shorter period.
The borrower may choose from—

“(i) a standard repayment plan, with a fixed
annual repayment amount paid over a fixed period
of time, not to exceed 10 years;

“(ii) a graduated repayment plan paid over a fixed
period of time, not to exceed 10 years;

“(iii) an income-sensitive repayment plan, with
income-sensitive repayment amounts paid over a fixed
period of time, not to exceed 10 years, except that
the borrower’s scheduled payments shall not be less
than the amount of interest due; and

“(iv) for new borrowers on or after the date of
enactment of the Higher Education Amendments of
1998 who accumulate (after such date) outstanding
loans under this part totaling more than $30,000, an
extended repayment plan, with a fixed annual or grad-
uated repayment amount paid over an extended period
of time, not to exceed 25 years, except that the bor-
rower shall repay annually a minimum amount deter-
mined in accordance with paragraph (1XL)3).

“(B) LENDER SELECTION OF OPTION IF BORROWER DOES
NOT SELECT.—If a borrower of a loan made under this
part does not select a repayment plan described in subpara-
graph (A), the lender shall provide the borrower with a
repayment plan described in subparagraph (A)(i).”.

(c) GUARANTEE AGREEMENTS.—
(1) REINSURANCE PAYMENTS.—

(A) AMENDMENTS.—Section 428(cX1) (20 U.S.C.
1078(c)1)) is amended—

(i) in s ygaragraph (A), by striking “98 percent”
and inserting nt”;

(ii) in subparagraph (B)(i), by striking “88 percent”
and inserting “85 percent”;

(iii) in subparagraph (BXii), by striking “78 per-

cent” and inserting “75 £

(iv) in subparagrapﬁ (E)—

(I) in clause (i), by striking “98 percent” and
inserting “95 percent”;

(II) in clause (ii), by striking “88 percent” and
inserting “85 percent”; and

(IIT) in clause (iii), by striking “78 percent”
and inserting “75 percent”; and
(v) in subparagraph (F)—

(I) in clause (i), by striking “98 percent” and
inserting “95 percent”;

(II) in clause (ii), by striking “88 percent” and
inserting “85 percent”; and

(III) in clause (iii), by striking “78 percent”
and inserting “75 percent”.
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(B) EFFECTIVE DATE.—The amendments made by cahlllt
subparagraph (A) of this paragraph apply to loans for which 2 Usc107%
the first disbursement is made on or after October 1, 1998. 1ot
(2) NOTICE TO INSTITUTIONS OF DEFAULTS.—Section

428(c)(2) is amended— 20 USC 1078.

(A) in subparagraph (A), by striking “proof that reason-
able attempts were made” and inserting “proof that the
institution was contacted and other reasonable attempts
were made”; and

(B) in subparagraph (G), by striking “certifies to the
Secretary that diligent attempts have been made” and
inserting “certifies to the Secretary that diligent attempts,
including contact with the institution, have been made”.

(3) GUARANTY AGENCY INFORMATION TO ELIGIBLE INSTITU-
TIONS.—Section 428(c)(2)(H)(ii) is amended to read as follows:
“(ii) the guaranty agency shall not require the
payment from the institution of any fee for such
ormation; and”.
(4) FORBEARANCE.—Section 428(c)(3) is amended—

(A) in subparagraph (A)(i), by striking “written”;

(B) in subparagraph (B), by striking “and” after the
sermcolon,

(©) in subparagraph (C), by striking the period and
inserting “; and”; and

(D) by 1nsertmg before the matter following subpara-
graph (C) the following:

“(D) shall contain provisions that specify that—

“(i) forbearance for a period not to exceed 60 days

may be granted if the lender reasonably determines

that such a suspension of collection activity is war-

ranted following a borrower’s request for deferment,

forbearance, a ge in repayment plan, or a request

to consolidate loans, in order to collect or process appro-

pri&lte supporting documentation related to the request,

an

“(ii) during such period interest shall accrue but
not be capitalized.”.

(5) EQUITABLE SHARE.—Paragraph (6) of section 428(c) is
amended to read as follows:

“(6) SECRETARY'S EQUITABLE SHARE.—For the purpose of
paragraph (2)(D), the Secretary’s equitable share of payments
made by the borrower shall be that portion of the payments
remaining after the guaranty agency with which the Secretary
has an agreement under this subsection has deducted from
such payments—

“(A) a percentage amount e&ual to the complement
of the reinsurance percentage in effect when payment under
the guaranty agreement was made with respect to the
loan; and

“(B) an amount equal to 24 percent of such payments Effective date.
for use in accordance with section 422B, except that, begin- Applicability.
ning on October 1, 2003, this subparagraph shall be applied
by substituting ‘23 percent’ for ‘24 percent’.”

(6) ASSIGNMENT. ction 428(c)(8) is amended—

(A) by striking “(A) If” and inserting “If”; and

(B) by striking subparagraph (B).
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20 USC 1078.

Regulations.

(7) GUARANTY AGENCY RESERVE LEVEL; AGENCY TERMI-
NATION.—Section 428(c)9) is amended—

(A) in subparagraph (A), by striking “maintain a cur-
rent minimum reserve level of at least .5 percent” and
inserting “maintain in the agency’s Federal Student Loan
Reserve Fund established under section 422A a current
minimum reserve level of at least 0.25 percent”;

(B) in subparagraph (C)—

(i) by striking “80 percent pursuant to section
428(c)1)BXii)” and inserting “85 percent pursuant to
paragraph (1)}(B)(1)”;

(ii) by striking “, as appropriate,”; and

(iii) by striking “30 working Jays” and inserting
“45 working days”;

(C) in subparagraph (E)—

(i) by inserting “or” at the end of clause (iv);

(ii) by striking “ or” at the end of clause (v) and
inserting a period; and

(iiiﬁ)y striking clause (vi);

(D) in subparagraph (F)(vii), by striking “to avoid
disruption” and eve?rthing that follows and inserting “and
to avoid disruption of the student loan program.”;

(E) in subparagraph (I), by inserting “that, if com-
menced after September 24, 1998, shall be on the record”

after “for a hearing”; and
(F) in subp aph (K)—
(i) by striking “and Labor” and inserting “and the

Workforce”; and
(ii) by striking everything after “guaranty agency
system” and inserting a periodg.

(d) PAYMENT FOR LENDER REFERRAL SERVICES; INCOME-SEN-
SITIVE REPAYMENT.—Subsection (e) of section 428 is amended to
read as follows:

“(e) NOTICE OF AVAILABILITY OF INCOME-SENSITIVE REPAYMENT
OPTION.—At the time of offering a borrower a loan under this
part, and at the time of offering the borrower the option of repaying
a loan in accordance with this section, the lender shall provide
the borrower with a notice that informs the borrower, in a form
prescribed by the Secretary by regulation—

“(1) that all borrowers are eligible for income-sensitive
r%p%yment, including through loan consolidation under section
428C;

“2) the procedures by which the borrower may elect

income-sensitive repayment; and

“(3) where and how the borrower may obtain additional
information concerning income-sensitive repayment.”.

(e) PAYMENT OF CERTAIN CosTS.—Subsection (f) of section 428
is amended to read as follows:

“(f) PAYMENTS OF CERTAIN COSTS,—

“(1) PAYMENT FOR CERTAIN ACTIVITIES.—

“(A) IN GENERAL.—The Secretary—

“(i) for loans originated during fiscal years begin-
ning on or after October 1, 1998, and before October
1, 2003, and in accordance with the provisions of this
paragraph, shall, except as provided in subparagraph
(C), pay to each guaranty agency, a loan processin
and issuance fee equal to 0.65 percent of the to
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principal amount of the loans on which insurance was
issued under this part during such fiscal year by such

cy; and

“(i1) for loans originated during fiscal years begin-
ning on or after October 1, 2003, and in accordance
with the provisions of this paragraph, shall, except
as provided in subparagraph FC), pay to each guaranty
agency, a loan tErr.w::eemng and issuance fee equal to

0.40 percent of the total principal amount of the loans

on which insurance was issued under this part during

such fiscal year by such agency.

“(B) PAYMENT.—The payment uired by subpara-
graph (A) shall be paid on a quarterly basis. The guaranty
agency shall be deemed to have a contractual right against
the United States to receive payments according to the
provisions of this paragraph. Payments shall be made
promptly and without administrative delay to any guaranty
agency submitting an accurate and complete application
under this subparagraph.

“(C) REQUIREMENT FOR PAYMENT.—No payment may
be made under this paragraph for loans for which the
disbursement checks have not been cashed or for which
electronic funds transfers have not been completed.”.

(f) AcTION ON AGREEMENTS.—Section 428(g) is amended by 20USC 1078.
striking “and Labor” and inserting “and the Workforce”.

(g) LENDERS-OF-LAST-RESORT.—Paragraph (3) of section 428(j)
is amended—

(1) in the paragraph heading, by striking “DURING TRANSI-
TION TO DIRECT LENDING”;

(2) in subpa aph (A)—

(A) by s?r?rking “during the transition from the Federal
Family Education Loan gram under this part to the
Federal Direct Student Loan Program under part D of
this title,” and inserting a comma;

(B) by inserting “designated for a State” after “a
guaranty agency”; and

(C) by inserting “subparagraph (C) and” before “section
422(cX7),”; and
(3) by adding at the end thereof the following:

“C) The Secretary shall exercise the authority described
in subparagraph (A) only if the Secreta.rf; determines that
eligible borrowers are see{(mg and are unable to obtain loans
under this , and that the guaranty agency designated for
that State has the capability to provide lender-of-last-resort
loans in a timely manner, in accordance with the guaranty
agency’s obligations under paragrag;lé (1), but cannot do so
without advances provided by the retary under this para-
graph. If the Secretary makes the determinations described
in the preceding sentence and determines that it would be
cost-effective to do so, the Secretary may provide advances
under this paragraph to such guaranty agency. If the Secreta
determines that such guaranty agency does not have suc
capability, or will not provide such loans in a timely fashion,
the Secretary may provide such advances to enable another
guaranty agency, that the Secretary determines to have such
capability, to make lender-of-last-resort loans to eligible borrow-
ers in that State who are experiencing loan access problems.”.
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(h) DEFAULT AVERSION ASSISTANCE.—Subsection (1) of section
20 USC 1078, 428 is amended to read as follows:

“(1) DEFAULT AVERSION ASSISTANCE.—

“(1) ASSISTANCE REQUIRED.—Upon receipt of a complete
request from a lender received not earlier than the 60th da
of delinquency, a guaranty agency having an agreement wi
the Secretary under subsection (c) shall engage in default aver-
sion activities designed to prevent the default by a borrower
on a loan covered by such agreement.

“(2) REIMBURSEMENT.—

“(A) IN GENERAL.—A guaranty agency, in accordance
with the provisions of this paragraph, may transfer from
the Federal Student Loan Reserve Fund under section
422A to the Agency Operating Fund under section 422B
a default aversion fee. Such fee shall be Eaid for any
loan on which a claim for default has not been paid as
a result of the loan being brought into current repayment
status by the guaranty agency on or before the 300th
day after the loan becomes 60 days delinquent.

“(B) AMOUNT.—The default aversion fee shall be equal
to 1 percent of the total unpaid principal and accrued
interest on the loan at the time the request is submitted
by the lender. A guaranty agency may transfer such fees
earned under this subsection not more frequently than
monthly. Such a fee shall not be paid more than once
on any loan for which the guaranty agency averts the
default unless—

“(i) at least 18 months has elapsed between the
date the borrower entered current repayment status
and the date the lender filed a subsequent default
aversion assistance request; and

“(ii) during the period between such dates, the
borrower was not more than 30 days past due on
any payment of principal and interest on the loan.
“(& EFINITION.—For the purpose of earning the

default aversion fee, the term ‘current repayment status’

means that the borrower is not delinquent in the payment
of any principal or interest on the loan.”.

(i) INcOME CONTINGENT REPAYMENT.—Section 428(m) is amend-
ed by striking “shall require at least 10 percent of the borrowers”
and inserting “may require borrowers”.

(j) STATE SHARE OF DEFAULT CosTS.—Subsection (n) of section
428 is repealed.

(k) BLANKET CERTIFICATE OF GUARANTY.—Section 428 is
amended by addin% at the end the following:

“(n) BLANKET CERTIFICATE OF LOAN GUARANTY.—

“(1) IN GENERAL.—Subject to paragraph (3), any guaranty
agency that has entered into or enters into any insurance
program agreement with the Secretary under this part may—

“(A) offer eligible lenders participating in the agency’s
gﬂaranty program a blanket certificate of loan guaranty

t permits the lender to make loans without receiving
grior approval from the guaranetgv agency of individual loans
or eligible borrowers enrolled in eligible programs at
eligible institutions; and

“(B) provide eligible lenders with the ability to transmit
electronically data to the agency concerning loans the
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lender has elected to make under the agency’s insurance

program via standard reporting formats, with such report-

ing to occur at reasonable and standard intervals.

“(2) LIMITATIONS ON BLANKET CERTIFICATE OF GUARANTY.—
(A) An eligible lender may not make a loan to a borrower
under this section after such lender receives a notification
from the guaranty agency that the borrower is not an eligible
borrower.

“(B) A guaranty agency may establish limitations or restric-
tions on the number or volume of loans issued by a lender
under the blanket certificate of guaranty.

“(3) PARTICIPATION LEVEL.—During fiscal years 1999 and
2000, the Secretary may permit, on a pilot basis, a limited
number of guaranty agencies to offer blanket certificates of
guaranty under this st.ﬁ :el_tl:tion. Beginning in fiscal year 2001,
any guaranty agency that has an insurance program agreement
with the Secretary may offer blanket certificates of guaranty
under this subsection.

) “(?}‘;EEPQ!RT REQUIRED.——aThe Secretarg (shalla) , at Ehe concltl):;
sion of the pilot program under p provide a repo
to the Committee on Education and the Blorkfzorce of the House
of Representatives and the Committee on Labor and Human
Resources of the Senate on the impact of the blanket certificates
of guaranty on program efficiency and integrity.”.

SEC. 418. VOLUNTARY FLEXIBLE AGREEMENTS WITH GUARANTY
AGENCIES.

Part B of title IV (20 U.S.C. 1071 et seq.) is amended by
inserting after section 428 (20 U.S.C. 1078) the following:

“SEC. 428A. VOLUNTARY FLEXIBLE AGREEMENTS WITH GUARANTY 20 USC 1078-1.
AGENCIES.

“(a) VOLUNTARY AGREEMENTS.—

“(1) AUTHORITY.—Subject to paragraph (2), the Secretary
may enter into a voluntary, flexible agreement with a guaranty
agency under this section, in lieu of ments with a guaranty
agency under subsections (b) and (c) of section 428. %e Sec-
retary may waive or modify any requirement under such sub-
sections, except that the Secretary may not waive—

“(A) any statutory requirement pertaining to the terms
and conditions attaged to student loans or default claim
payments made to lenders; or

“(B) the prohibitions on inducements contained in sec-
tion 428(b)(3) unless the Secretary determines that such
a waiver is consistent with the purposes of this section
and is limited to activities of the guaranty agency within
the State or States for which the guaranty agency serves
as the designated guarantor.

“(2) SPECIAL RULE.—If the Secretary grants a waiver pursu-
ant to paragraph (1)(B), any guaranty agency doing business
within the affected State or States may request, and the Sec-
retary shall grant, an identical waiver to such guaranty agency
under the same terms and conditions (including service area
limitations) as govern the original waiver.

“(3) ELIGIBILITY.—During fiscal 1ye.ars 1999, 2000, and 2001,
the Secretary may enter into a voluntary, flexible agreement
with not more than 6 guaranty agencies that had 1 or more
agreements with the Secretary under subsections (b) and (c¢)
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of section 428 as of the day before the date of enactment
of the Higher Education Amendments of 1998. Beginning in
fiscal year 2002, any guaranty cy or consortium thereof
may enter into a voluntary flexible agreement with the Sec-

4) REPORT REQUIRED.—Not later than September 30,
2001, the Secretary shall report to the Committee on Labor
and Human Resources of the Senate and the Committee on
Education and the Workforce of the House of Representatives
hreagargin the impact that the voluntary ﬂe;ible agreements

ve upon program integrity, program and cost efficiencies,
and the availability and delivery of student financial aid. Such
report shall include—

“(A) a description of each voluntary flexible ment
and the performance goals established by theamtary
for each agreement;

“(B) a list of participating guaranty agencies and the
specific statutory or regulatory waivers provided to each
gu:;'anty qgencydand any wa}ilv(ezr)s provided to other guar-
an es under paragra ;

“(g) a description of t%e standards by which each
agency’s performance under the agency’s voluntary flexible
agreement was assessed and the degree to which each
agency achieved the performance standards; and

D) an analysis of the fees paid by the Secretn.r{,
and the costs and efficiencies achieved under each vol-
untary agreement.

“(b) TERMS OF AGREEMENT.—An agreement between the Sec-

retary and a guaranty agency under this section—

“(1) shall be developed by the Secretary, in consultation
with the guaranty agency, on a case-by-case basis;
“(2) may only include provisions—
“(A) specifying the responsibilities of the guaranty
agency under the agreement, with respect to—

“(i) administering the issuance of insurance on
loans made under this part on behalf of the Secretary;

“(ii) monitoring insurance commitments mamge
under this part;

“(iii) default aversion activities;

“(iv) review of default claims made by lenders;

“(v) payment of default claims;

“(wvi) w{{:ction of defaulted loans;

“(vii) adoption of internal systems of accountin
and auditing that are acce?table to the Secretary, an
reporting the result thereof to the Secretary in a timely
manner, and on an accurate, and auditable basis;

“(viii) timel({aand accurate collection and reporting
of such other data as the Secretary may uire to
catiry out the purposes of the programs under this
title;

“(ix) monitoring of institutions and lenders partici-
pating in the program under this part; and

“(x) informational outreach to schools and students
in support of access to higher education;

“(B) regarding the fees the Secretary shall g:y, in
lieu of revenues ffmt the guaranty agency may otherwise
receive under this part, to the guaranty agency under
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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 ent,
as reasonably projected by the Secretary, ex the cost
to the Secretary, as similarly projected, in the absence
of the ment;

“(C) regarding the use of net revenues, as described
in the agreement under this section, for such other activi-
ties in support of postsecondary education as may be agreed
t.obythege ary and the guaranty agency;

“D) regardmg the standards y which the guaranty
agency’s performance of the agency’a responsibilities under
the agreement will be assessed, and the consequences for
a guaranty agency’s failure to achieve a specified level
of performance on 1 or more performance standards;

“(E) regarding the circumstances in which a guaranty
aﬁency’s agreement under this section may be ended in

vance of the agreement’s expiration date;
such other busmesaes, previously pur-
chased 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 deter-
mine to be necessary to protect the United States from
the risk of unreasonable loss and to promote the purposes
of this part;

“3) shall pro\rlde for uniform lender participation with
the guaranty agency under the terms of the agreement; and

(4) s not prohibit or restrict borrowers from selecting
a lender of the borrower’s choosing, subject to the prohibitions
and restrictions applicable to the se ection under this Act.
“(¢) PuBLIC NOTICE.—

“(1) IN GENERAL.—The Secretary shall publish in the Federal Register,
tlj‘ci-ctiﬁm.l Register a notice to all guaranty agencies that sets publication.
o —_—

“(A) an mvxtatlon for the guaranty agencies to enter
into a ements under this section; and

) the criteria that the Secretary will use for selecting
the guaranty agencies with which the Secretary will enter
into agreements under this section.

“(2) AGREEMENT NOTICE.—The Secretary shall notify the
Chairperson and the Minority Member of the Commit-
tee on Labor and Human Resources of the Senate and the
Committee on Education and the Workforce of the House of
Representatives not later than 30 days prior to concluding
an agreement under this section. The notice shall contain—

“(A) a description of the voluntary flexible ment
and the performance goals established by the g:
for the agreement;

“(B) a list of participating guaranty agencies and the Records.
specific statut.ory or regulatory waivers provided to each
guaranty agency;

“(C) a description of the standards by which each
anty agency’s performance under the agreement be
assessed; and

“(D) a description of the fees that will be paid to
each participating guaranty agency.
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Deadline.

“(3) WAIVER NOTICE.—The Secretary shall notify the Chair-
person and the Ranking Minority Member of the Committee
on Labor and Human Resources of the Senate and the Commit-
tee on Education and the Workforce of the House of Representa-
tives not later than 30 days prior to the granting of a waiver
pursuant to subsection (a)2) to a guaranty agency that is
not a party to a voluntary flexible agreement.

“(4) PUBLIC AVAILABILITY.—The text of any voluntary flexi-
ble agreement, and any subsequent revisions, and any waivers
related to section 428(b)(3) that are not part of such an agree-
ment, shall be readily available to the public.

“(5) MODIFICATION NOTICE.—The Secretary shall notify the
Chairperson and the Ranking Minority Members of the
Committee on Labor and Human Resources of the Senate and
the Committee on Education and the Workforce of the House
of Representatives 30 days prior to any modifications to an
agreement under this section.

“(d) TERMINATION.—ALt 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 requirements as
the Secretary determines to be necessary in order to ensure the
efficient transfer of responsibilities between the agreement under
this section and the ments under subsections (b) and (c) of
section 428, and inclug'ng the guaranty agency’s compliance with
reserve requirements under sections 422 and 428.”.

SEC. 419. FEDERAL PLUS LOANS.

Section 428B (20 U.S.C. 1078-2) is amended—

(1) by amending subsection (a) to read as follows:

“(a) AUTHORITY TO BORROW.—

“(1) AUTHORITY AND ELIGIBILITY.—Parents of a dependent
student shall be eligible to borrow funds under this section
in amounts specified in subsection (b), if—

“(A) the parents do not have an adverse credit history
as determined pursuant to regulations promulgated by the
Secretary; and

“(B) the parents meet such other eligibility criteria
as the Secretary may establish by regulation, after con-
sultation with guaranty agencies, eligible lenders, and
other organizations involved in student financial assist-
ance.

“(2) TERMS, CONDITIONS, AND BENEFITS.—Except as pro-
vided in subsections (c), (d), and (e), loans made under this
section shall have the same terms, conditions, and benefits
as all other loans made under this part.

“(3) SPECIAL RULE.—Whenever necessary to out the
provisions of this section, the terms ‘student’ and ‘borrower’
as used in this part shall include a parent borrower under
this section.”; and

(2) by adding at the end the following:

“(f) VERIFICATION OF IMMIGRATION STATUS AND SOCIAL
SECURITY NUMBER.—A parent who wishes to borrow funds under
this section shall be subject to verification of the parent’s—

“(1) immigration status in the same manner as immigration
status is verified for students under section 484(g); and
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“(2) social security number in the same manner as social
security numbers are verified for students under section

484(p).”.
SEC. 420. FEDERAL CONSOLIDATION LOANS.

(a) DEFINITION OF ELIGIBLE BORROWER.—Section 428C(a)(3) (20
U.S.C. 1078-3(a)3)) is amended by striking everything preceding
subparagraph (C) and inserting the following:

“(3) DEFINITION OF ELIGIBLE BORROWER.—(A) For the
purpose of this section, the term ‘eligible borrower’ means a
borrower who—

“(i) is not subject to a judgment secured through litiga-
tion with respect to a loan under this title or to an order
for wage garnishment under section 488A; and

“(ii) at the time of application for a consolidation loan—

“(I) is in repayment status;

“II) is in a grace period preceding repay-
ment; or

“(III) is a defaulted borrower who has made
arrangements to repay the obligation on the defaulted
loans satisfactory to the holders of the defaulted loans.

“(B)i) An individual’s status as an eligible borrower under
this section terminates upon receipt of a consolidation loan
under this section, except that—

“(I) an individual who receives eligible student loans
after the date of receipt of the consolidation loan may
receive a subsequent consolidation loan;

“(II) loans received prior to the date of the consolidation
loan may be added during the 180-day period following
the making of the consolidation loan;

“(III) loans received following the making of the consoli-
dation loan may be added during the 180-day period follow-
ing the making of the consolidation loan; a:nt.‘ly

“(IV) loans received prior to the date of the first consoli-
iiation loan may be added to a subsequent consolidation
oan.”.

(b) DEFINITION OF ELIGIBLE STUDENT LOAN.—Section 428C(a)(4)
is amended by striking subparagraph (C) and inserting the
following:

“(C) made under part D of this title;".

(c) CONTENTS OF AGREEMENTS.—Section 428C(b) is amended—

(1) in paragraph (1)}A)Xi), by inserting “except that this
clause shall not apply in the case of a borrower with multiple
holders of loans under this part,” after “under this section,”;

(2) in paragraph (4)(C)(ii)—

(A) in the matter greoeding subclause (I), by inserting
“during any such period” after “and be paid”;

(B) in subclause (I), by striking “, or on or after October
1, 1998,”; and

égg} in subclause (II), by striking “and before October

1, 1998,7;

(3) in paragraph (6)A), by inserting before the semicolon
at the end the following: “, except that a lender is not required
to consolidate loans described in subparagraph (D) or (E) of
subsection (a)(4) or subsection (d)(1)XC)ii)”.
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note.

(d) EXTENSION OF AUTHORITY.—Section 428C(e) is amended
%Oigrikjng “September 30, 2002” and inserting “September 30,
(e) S(PIF;C;)AL RuLz.—Section 428C(1) his(;.l)nended-— b ©): and

y redesignating paragra as paragrap ; an

(2) by inserting after paragraplii (1) the following:

“(2) SPECIAL RULE.—For consolidation loans based on
alllaplications received during the period from October 1, 1998
through January 31, 1999, inclusive, the rebate described in
paragraph (1) shall be equal to 0.62 percent of the principal
plus accrued unpaid interest on such loan.”.

SEC. 421. DEFAULT REDUCTION PROGRAM.

The heaﬂing for subsection (b) of section 428F (20 U.S.C. 1078-
6) is amended by striking “SPECIAL RULE” and inserting “SATISFAC-
TORY REPAYMENT ARRANGEMENTS TO RENEW ELIGIBILITY”.

SEC. 422. REQUIREMENTS FOR DISBURSEMENTS OF STUDENT LOANS.

(a) SPECIAL RULE.—Section 428G(a) (20 U.S.C. 1078-7(a)) is
amended by adding at the end the following:

“(3) SPECIAL RULE.—An institution whose cohort default

rate (as determined under section 435(m)) for each of the 3
most recent fiscal years for which data are available is less
than 10 percent may disburse any loan made, insured, or
guaranteed under this part in a single installment for any
period of enrollment that is not more than 1 semester, 1 tri-
mester, 1 quarter, or 4 months.”.

(b) DISBURSEMENT.—Section 428G(b)(1) is amended by adding
at the end the following new sentence: “An institution whose cohort
default rate (as determined under section 435(m)) 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) EXcLusiOoNS.—Section 428G(e) is amended—

(1) by striking “or made” and inserting “, made”; and

(2) by inserting “, or made to a student to cover the cost
of attendance in a program of study abroad approved by the
home eligible institution if the home eligible institution has

a cohort default rate (as calculated under section 435(m)) of

less than 5 percent” before the period.

(d) EFFECTIVE DATE.—The amendments made by subsections
(a) and (b) shall be effective during the period beginning on October
1, 1998, and ending on September 30, 2002.

SEC. 423. UNSUBSIDIZED LOANS.

(a) ELIGIBLE BORROWERS.—Subsection (b) of section 428H (20
U.8.C. 1078-8(b)) is amended to read as follows:

“(b) ELIGIBLE BORROWERS.—Any student meeting the require-
ments for student eligibility under section 484 (including graduate
and professional students as defined in regulations promulgated
by the Secretary) shall be entitled to borrow an unsubsidized Fed-
eral Stafford Loan if the eligible institution at which the student
has been accepted for enrollment, or at which the student is in
attendance, has—

“(1) determined and documented the student’s need for
the loan based on the student’s estimated cost of attendance

(as determined under section 472) and the student’s estimated
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financial assistance, including a loan which qualifies for interest
subsidy payments under section 428; and

“2) Brovided the lender a statement—

(A) certifying the eligibility of the student to receive

a loan under this section and the amount of the loan

for which such student is eligible, in accordance with sub-

section (c); and

“(B) setting forth a schedule for disbursement of the

proceeds of the loan in installments, consistent with the

requirements of section 428G.”.
(b) LoaN LiMiTs.—Section 428H(d) is amended— 20 USC 1078-8.

(1) in paragraph (2)—

(A) in the matter preceding subparagraph (A)—

(i) by inserting “(as defined in section 481(a)(2))”
after “academic year”; and

(ii) by striking “or in any period of 7 consecutive
months, whichever is longer,”;

(B) in subparagraph (A)—

(i) in clause (i), by striking “length (as determined
under section 481);” and inserting “length; and”; and

(ii) by striking clauses (ii) and (iii) and inserting
the following:

“(ii) if such student is enrolled in a program of
undergraduate education which is less than one aca-
demic 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) in subparagraph (C), by inserting “and” after the
semicolon; and

(D) by inserting before the matter following subpara-
graph (C) the following:

“D) in the case of a student enrolled in coursework
specified in sections 484(b)(3)(B) and 484(b)(4)(B)—

“(i) $4,000 for coursework necessary for enrollment
in an undergraduate degree or certificate program,
and, in the case of a student who has obtained a
baccalaureate degree, $5,000 for coursework necessary
fordenmllment in a graduate or professional program;
an

“(i1) in the case of a student who has obtained
a baccalaureate degree, $5,000 for coursework nec-
essary for a professional credential or certification from
a State required for employment as a teacher in an
elementary or secondary school;”; and

(2) in par ph (3), by adding at the end the following:
“Interest capitalized shall not be deemed to exceed such maxi-
mum aggregate amount.”.

(c) CAPITALIZATION OF INTEREST.—Paragraph (2) of section
428H(e) is amended to read as follows:

“(2) CAPITALIZATION OF INTEREST.—(A) Interest on loans
made under this section for which payments of principal are
not required during the in-school and grace periods or for
which payments are deferred under sections 427(a)(2)(C) and
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f%éb)(l)(m shall, if agreed upon by the borrower and the
ender—
“(i) be paid monthly or quarterly; or
“(ii) be added to the principal amount of the loan
by the lender only—
“(1) when the loan enters repayment;
“(II) at the expiration of a grace period, in the
case of a loan that qualifies for a grace period;
“(IIT) at the expiration of a period of deferment
or forbearance; or
“(IV) when the borrower defaults.
“(B) The capitalization of interest described in subpara-
ph (A) shall not be deemed to exceed the annual insurable
imit on account of the student.”.

(d) EXTENDED REPAYMENT PLAN.—Section 428H(e)(6) is
amended b{ striking “10 year repayment period under section
:gg(%%s;&m and inserting “repayment period under section

(e) %Jemcanou.—-Section 428H(e) is amended by adding at
the end following:

“(7) ALIFICATION FOR FORBEARANCE.—A lender may

t the borrower of a loan under this section a forbearance
or a period not to exceed 60 days if the lender reasonably
determines that such a forbearance from collection activity
is warranted following a borrower’s request for forbearance,
deferment, or a change in repayment plan, or a request to
consolidate loans in order to collect or process appropriate
suzﬁorting documentation related to the recLuest. During an
Emed ”period, interest on the loan shall accrue but not be capital-
iz

(f) REPEAL.—Subsection (f) of section 428H is repealed.
SEC. 424. LOAN FORGIVENESS FOR TEACHERS.

Section 428J (20 U.S.C. 1078-10) is amended to read as follows:
“SEC. 428J. LOAN FORGIVENESS FOR TEACHERS.

“(a) STATEMENT OF PURPOSE.—It is the purpose of this section
to m}encqurage individuals to enter and continue in the teaching

ession.
P “(b) PROGRAM AUTHORIZED.—The Secretary shall out a
program, through the holder of the loan, of assuming the obligation
to repay a qmﬂ.lﬁ’ ed loan amount for a loan made under section
428 or 428H, in accordance with subsection (c), for any new borrower
on or after October 1, 1998, who—

“(1) has been employed as a full-time teacher for 5 consecu-

tive complete school years—

“(A) in a school that qualifies under section 465(a)(2)(A)
for loan cancellation for %erkins loan recipients who teach
in such schools;

“(B) if employed as a secondary school teacher, is teach-
ing a subject area that is relevant to the borrower’s aca-
demic major as certified by the chief administrative officer
of the public or nonprofit private secondary school in which
the borrower is employed; and

%C) if employed as an elementary school teacher, has
demonstrated, as certified by the chief administrative offi-
cer of the public or nonprofit private elementary school
in which the borrower is employed, knowledge and teaching
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gkills in reading, writing, mathematics, and other areas

of the elementary school curriculum; and

“2) is not in default on a loan for which the borrower
seeks forgiveness.

“(¢) QUALIFIED LOANS AMOUNT.—

“(1) IN GENERAL.—The Secretary shall repay not more than
$5,000 in the aggregate of the loan obligation on a loan made
under section 428 or 428H that is outstanding after the comple-
tion of the fifth comlglet.e school year of teaching descri
in subsection (b)(1). No borrower may receive a reduction of
loan obligations under both this section and section 460.

“2) TMENT OF CONSOLIDATION LOANS.—A loan amount Regulations.
for a loan made under section 428C may be a qualified loan
amount for the purposes of this subsection only to the extent
that such loan amount was used to repay a Federal Direct
Stafford Loan, a Federal Direct Unsubsidized Stafford Loan,
or a loan made under section 428 or 428H for a borrower
who meets the requirements of subsection (b), as determined
in accordance with regulations prescribed by the Secretary.
“(d) REGULATIONS.—The Secretary is authorized to issue such

regulations as may be necessary to carry out the provisions of
this section.

“(e) CONSTRUCTION.—Nothing in this section shall be construed
to authorize any refunding of any repayment of a loan.

“(f) LisT.—If the list of schools in which a teacher may perform
service pursuant to subsection (b) 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.

“(g) ADDITIONAL ELIGIBILITY PROVISIONS.—

“(1) CONTINUED ELIGIBILITY.—Any teacher who performs
service in a school that—

“(A) meets the requirements of subsection (b)(1)(A) in
any year during such service; and
(B) in a subsequent year fails to meet the require-
ments of such subsection,

may continue to teach in such school and shall be eligible

for loan forgiveness pursuant to subsection (b).

“(2) PREVENTION OF DOUBLE BENEFITS.—No borrower may,
for the same service, receive a benefit under both this sub-
section and subtitle D of title I of the National and Community
Service Act of 1990 (42 U.S.C. 12571 et seq.).

“(h) DEFINITION.—For purposes of this section, the term ‘year’,
where z%plied to service as a teacher, means an academic year
as defined by the Secretary.”.

SEC. 425. LOAN FORGIVENESS FOR CHILD CARE PROVIDERS,

Part B (20 U.S.C. 1071 et seq.) is amended by inserting after
section 428J (20 U.S.C. 1078-10) the following:

“SEC. 428K. LOAN FORGIVENESS FOR CHILD CARE PROVIDERS. 20 USC 1078-11.

“(a) PURPOSE.—It is the p se of this section—
“(1) to bring more highly trained individuals into the early
ild care profession; and
“(2) to keep more highly trained child care providers in
the early child care field for longer periods of time.
“(b) DEFINITIONS.—In this section:
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“(1) CHILD CARE FACILITY.—The term ‘child care facility’
means a facility, including a home, that—

“(A) provides child care services; and

“(B) meets applicable State or local government licens-
il?g. certification, approval, or registration requirements,

any.

“(2) CHILD CARE SERVICES.—The term ‘child care services’
means activities and services provided for the education and
care of children from birth through age 5 by an individual
who has a degree in early childhood education.

“(3) DEGREE.—The term ‘degree’ means an associate’s or
bachelor’s degree awarded by an institution of higher education.

“(4) EARLY CHILDHOOD EDUCATION.—The term ‘early child-
hood education’ means education in the areas of early child
education, child care, or any other educational area related
to child care that the Secretary determines appropriate.

“(5) INSTITUTION OF HIGHER EDUCATION.—Notwithstanding
section 102, the term ‘institution of higher education’ has the
meaning given the term in section 101.

“(c) DEMONSTRATION PROGRAM.—

“(1) IN GENERAL.—The Secretary may carry out a dem-
onstration program of assuming the obligation to repay, pursu-
ant to subsection (d), a loan made, insured, or dg'uaranteed
under this part or part D (excluding loans made under sections
428B and 428C or comparable loans made under part D) for
any new borrower after the date of enactment of the Higher
Education Amendments of 1998, who—

“(A) completes a degree in early childhood education;

“(B) obtains employment in a child care facility; and

“(C) has wor full time for the 2 consecutive years
preceding the year for which the determination is made
as a child care provider in a low-income community.

“(2) LOW-INCOME COMMUNITY.—For the purposes of this
subsection, the term ‘low-income community’ means a commu-
nity in which 70 percent of households within the community
earn less than 85 percent of the State median household income.

“(3) AWARD BASIS; PRIORITY.—

“(A) AWARD BASIS.—Subject to subparagraph (B), loan
repayment under this section shall be on a first-come,
first-served basis and subject to the availability of appro-
priations.

“(B) PRIORITY.—The Secretary shall give priority in
providing loan repayment under this section for a fiscal
year to student borrowers who received loan repayment
under this section for the preceding fiscal year.

“(4) REGULATIONS.—The Secretary is authorized to pre-
scribe such regulations as may be necessary to carry out the
Eroviaions of this section.

(d) LOAN REPAYMENT.—

“(1) IN GENERAL.—The Secretary shall assume the obliga-
tion to repay—

“(A) after the second consecutive year of employment
described in sub hs (B) and (C) of subsection (c)1),
20 percent of tEe total amount of all loans made after
date of enactment of the Higher Education Amendments
of 1998, to a student under this part or part D;
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“(B) after the third consecutive year of such employ-
metli:lt, 20 percent of the total amount of all such loans;
an

“(C) after each of the fourth and fifth consecutive years
of such employment, 30 percent of the total amount of
all such loans.

“(2) CoNsTRUCTION.—Nothing in this section shall be con-
strued to authorize the refunding of any repayment of a loan
made under this part or part D.

“(3) INTEREST.—If a portion of a loan is repaid by the

under this section for any year, the proportionate
amount of interest on such loan which accrues for such year
shall be repaid by the Secretary.

“(4) SPECIAL RULE.—In the case where a student borrower
who is not participating in loan repayment pursuant to this
section returns to an institution of higher education after
graduation from an institution of higher education for the pur-
pose of obtaining a degree in early childhood education, the
Secretary is authorized to assume the obligation to repay the
total amount of loans made under this part or part D incurred
for a maximum of two academic years in returning to an
institution of higher education for the purpose of obtaining
ge degre% 1fp eﬁa:ly ch:.ldholc;g educahtqn lSuch loans shall only

re Oor bOrTowers w. alify for nt pursu-
ant tgm the provisions of thu?u section, and m ybuemrepﬁ?d in

accordance with the provisions of paragraph (1).

“(5) INELIGIBILITY OF NATIONAL SERVICE AWARD RECIPI-
ENTS.—No student borrower may, for the same volunteer serv-
ice, 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. 12601 et seq.).

“(e) REPAYMENT TO ELIGIBLE LENDERS.—The Secretary shall
pay to each eligible lender or holder for each fiscal year an amount
equal to the amount of loans which are subject to repay-
ment pursuant to ﬁis section for such year.

“(f) APPLICATION FOR REPAYMENT.—

“(1) IN GENERAL.—Each eligible individual desiring loan
repayment under this section shall submit a complete and
accurate application to the Secretary at such time, in such
manner, and containing such information as the Secretary may
require.

“(2) CoNDITIONS.—An eligible individual may apply for loan
repayment under this section after completing each year of
qualifying employment. The borrower receive forbearance
while en uahl‘ymg employment unless the borrower
is in deferment wlu?e so engaged
“(g) EVALUATION.—

“(1) IN GENERAL.—The Secreta:]y shall conduct, by grant
or contract, an independent nati evaluation of the impact
of the demonstration program assisted under this section on
the field of early childhood education.

“(2) COMPETITIVE BASIS.—The grant or contract described
in subsection (b) shall be awarded on a competitive basis.

“(8) CONTENTS.—The evaluation described in this sub-
section shall—
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“(A) determine the number of individuals who were
encouraged by the demonstration program assisted under
this section to pursue early childhood education;

“B) determine the number of individuals who remain
gmg}oyed in a child care facility as a result of participation
in the

t rogram;

“((g) identify the barriers to the effectiveness of the

program; .
“(D) assess the cost-effectiveness of the program in
improvin‘g the quality of—
(i) early childhood education; and
“(ii) child care services;

“(E) identify the reasons why participants in the pro-
gram have chosen to take part in the am;

“(F) identify the number of in(ﬁmals participatin
in the program who received an associate’s degree an
the number of such individuals who received a bachelor’s
degree; and

“G) identify the number of years each individual
participates in the program.

“(4) INTERIM AND FINAL EVALUATION REPORTS.—The Sec-
retary shall prepare and submit to the President and the Con-
gress such interim reports regarding the evaluation described
in this subsection as the Secretary deems appropriate, and
shall prepare and so submit a final report regarding the evalua-
tion by January 1, 2002.

“(h) AUTHORIZATION OF APPROPRIATIONS.—There are authorized
to be appropriated to carry out this section $10,000,000 for fiscal
year 1999, and such sums as may be necessary for each of the
4 succeeding fiscal years.”.

SEC. 426. NOTICE TO SECRETARY AND PAYMENT OF LOSS.

The third sentence of section 430(a) (20 U.S.C. 1080(a)) is
amended by inserting “the institution was contacted and other”
after “submit proof that”.

SEC. 427. LEGAL POWERS AND RESPONSIBILITIES.

(23 eat\UDrr 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(d)(1); and”;

(2) in subparagraph (C)—

(A) by striking “and Labor” and inserting “and the
Workforce”; and

(B) by striking “; and” inserting a period; and
(3) by striking subparagraph (D).

(b) PROGRAM OF ASSISTANCE.—Section 432(k)(3) is amended
by striking “Within 1 year” and everything that follows through
“1992, the” and inserting “The”.

(¢) ComMMON ForMS AND FORMATS.—Section 432(m) is
amended—

(1) in paragraph (1)—

(1{') in subparagraph (A), by striking “a common
application form and promissory note” and inserting “com-
mon application forms and promissory notes, or master
promissory notes,”;

(B) in subparagraph (B)—
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i (i) by striking “The form” and inserting “The
orms”;

(ii) by striking clause (iii); and
(C) by amending subparagraph (C) to read as follows:
“(C) FREE APPLICATION FORM.—For academic year

1999-2000 and succeeding academic years, the Secretary
shall prescribe the form developed under section 483 as
the application form under this part, other than for loans
under sections 428B and 428C.”;
(D) by amending subparagraph (D) to read as follows:
‘(D) MASTER PROMISSORY NOTE.—

“(i) IN GENERAL.—The Secretary shall develop and
require the use of master promissory note forms for
loans made under this part and part D. Such forms Deadline.
shall be available for periods of enrollment beginni
not later than July 1, 2000. Each form shall allow
eligible borrowers to receive, in addition to initial loans,
additional loans for the same or subsequent periods
of enrollment through a student confirmation process
approved by the Secretary. Such forms shall be used
gortiloans made under this part or part D as directed

y the

“(ii) CONSULTATION.—In developing the master
promissory note under this subsection, the Secretary
shall consult with representatives of guaranty agencies,
eligible lenders, institutions of higher education, stu-
dents, and organizations involved in student financial
assistance.

“(iii) SALE; ASSIGNMENT; ENFORCEABILITY.—Not-
withstanding any other provision of law, each loan
made under a master promissory note under this sub-
section may be sold or assigned independently of any
other loan made under the same promissory note and
each such loan shall be separa enforceable in all
Federal and State courts on the basis of an original
or copy of the master promissory note in acco ce
with the terms of the master promissory note.

“(iv) PERFECTION OF SECURITY INTERESTS IN STU-
DENT LOANS.—Notwithstanding the provisions of any
State law to the contrary, including the Uniform
Commercial Code as in effect in any State, a security
interest in loans made under this part created on
behalf of any eligible lender as defined in section 435(d)
may be perfected either through the taking of posses-
sion of such loans (which can be through taking posses-
sion of an original or copy of the master promissory
note) or by the filing of notice of such security interest
in such loans in the manner provided by such State
law for perfection of security interests in accounts.”;

and
(2) by adding at the end the following:
“(4) ELECTRONIC FORMS.—Nothing in this section shall be
construed to limit the development and use of electronic forms
and procedures.”.
(d) DEFAULT REDUCTION MANAGEMENT.—Section 432(n) is
amended— 20 USC 1082.
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(1) in paragraph (1), by striking “1993” and inserting
“1999”; and
(2) in paragraph (3), by striking “and Labor” and inserting
“and the Workforce”.
(e) REPORTING REQUIREMENT.—Section 432(p) is amended by
striking “State postsecondary reviewing entities designated under
subpart 1 of part H,".

SEC. 428. STUDENT LOAN INFORMATION BY ELIGIBLE LENDERS.

(a) REQUIRED DISCLOSURE BEFORE DISBURSEMENT.—Section
433(a) (20 U.S.C. 1083(a)) is amended by amending the matter
preceding paragraph (1) to read as follows:

“(a) II-IJ.EQUIRED DiSCLOSURE BEFORE DISBURSEMENT—Each
eligible lender, at or prior to the time such lender disburses a
loan that is insured or guaranteed under this (other than
a loan made under section 428C), shall provide thorough and
accurate loan information on such loan to the borrower in simple
and understandable terms. Any disclosure required by this sub-
section mz:g be made by an eht'ﬁible lender by written or electronic
means, including as part of the application material provided to
the borrower, as part of the promissory note evidencing the loan,
or on a separate written form provided to the borrower. Each
lender shall provide to each borrower a telephone number, and
may provide an electronic address, through which additional loan
information can be obtained. The disclosure shall include—".

(b) REQUIRED DISCLOSURE BEFORE REPAYMENT.—Section 433(b)
is amended by amending the matter preceding paragraph (1) to
read as follows:

“(b) REQUIRED DISCLOSURE BEFORE REPAYMENT.—Each eligible
lender shall, at or prior to the start of the repayment period of
the student borrower on loans made, insured, or guaranteed under
this part, disclose to the borrower by written or electronic means
the information required under this subsection in simple and under-
standable terms. Each eligible lender shall provide to each borrower
a telephone number, and may provide an electronic address, through
which additional loan information can be obtained. For any loan
made, insured, or guaranteed under this part, other than a loan
made under section 428B or 428C, such disclosure required by
this subsection shall be made not less than 30 days nor more
than 240 days before the first payment on the loan is due from
the borrower. The disclosure sha.l})include—”.

SEC. 429. DEFINITIONS.

(a) COHORT DEFAULT RATE.—Section 435(a) (20 U.S.C. 1085(a))
is amemi(ec}— B @
1) in paragrap
(A) in subparagraph (A)—
(i) by striking “or” at the end of clause (i);
(ii) by striking clause (ii) and inserting the follow-

ing:

“(hg) there are exceptional mitigating circumstances
within the meaning of paragraph (4); or

“(iii) there are, in the judgment of the Secretary, other
exceptional mitigating circumstances that would make the
application of this JJaragraaRB inequitable.”; and

(iii) by adding r the matter following clause
(iii) (as added by clause (ii)) the following:
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“If an institution continues to participate in a program under
this part, and the institution’s appeal of the loss of eligibility
is unsuccessful, the institution shall be required to pay to
the Secretary an amount equal to the amount of interest,
special allowance, reinsurance, and any related payments made
by the Secretary (or which the Secretary is obligated to make)
with respect to loans made under this part to students attend-
ing, or plann.ing to attend, that institution during the pendency
of such appeal.”; and

(B) in aubparagraph (C), by striking “July 1, 1998,”
and inserting “July 1, 1999,”;

(2) in the matter followmg subparagraph (C) of para-
graph (3)—

(A) by inserting “for a reasonable period of time, not
to exceed 30 days,” after “access”; and

(B) by striking “of the affected guaranty agencies and
loan servicers for a reasonable period of time, not to exceed
30 days” and inserting “used by a guaranty agency in
determining whether to pay a claim on a defaulted loan
or by the Department in determining an institution’s
default rate in the loan program under part D of this
title”; and
(3) by adding at the end the following new paragraphs:
“(4) DEFINITION OF MITIGATING CIRCUMSTANCES.—(A) For

purposes of paragraph (2)(A)(ii), an institution of higher edu-
cation shall be treated as having exceptional mitigating cir-
cumstances that make application of that paragraph inequitable
if such institution, in the opinion of an independent auditor,
meets the following criteria:

“(i) For a 12-month period that ended during the 6
months immediately preceding the fiscal year for which
the cohort of borrowers used to calculate the institution’s
cohort default rate is determined, 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 a student would

be eligible based on the student’s enrollment status;

or

“II) have an adjusted gross income that when
added with the adjusted gross income of the student’s
parents (unless the student is an independent student),
of less than the poverty level, as determined by the

Department of Health and Human Services.

“ii) In the case of an institution of higher education
that offers an associate, baccalaureate, graduate or profes-
sional degree, 70 percent or more of the institution’s regular
students who were initially enrolled on a full-time basis
and were scheduled to complete their programs during
the same 12-month period described in clause (i}—

“(I) completed the educational programs in which
the students were enrolled;

“(II) transferred from the institution to a higher
level educational program;
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“(III) at the end of the 12-month period, remained
enrolled and making satisfactory progress toward
completion of the student’s educational programs; or

“(IV) entered active duty in the Armed Forces of
the United States.

“(iii)(I) In the case of an institution of higher education
that does not award a degree described in clause (ii), had
a placement rate of 44 percent or more with respect to
the institution’s former regular students who—

“(aa) remained in the program beyond the point
the students would have received a 100 percent tuition
refund from the institution;

“(bb) were initially enrolled on at least a half-
time basis; and

“(cc) were originally scheduled, at the time of
enrollment, to complete their educational programs
during the same 12-month period described in clause

(i).

“(II) The placement rate shall not include students
who are still enrolled and making satisfactory progress
in the educational programs in which the students were
originally enrolled on the date following 12 months after
the date of the student’s last date of attendance at the
institution.

“(III) The placement rate is calculated by determining
the percentage of all those former regular students who—

“(aa) are employed, in an occupation for which
the institution provided training, on the date following
12 months after the date of their last day of attendance
at the institution;

“(bb) were employed, in an occupation for which
the institution provided training, for at least 13 weeks
before the date following 12 months after the date
of their last day of attendance at the institution; or

“(cc) entered active duty in the Armed Forces of
the United States.

“(IV) The placement rate shall not include as place-
ments a student or former student for whom the institution
is the employer.

“(B) For purposes of determining a rate of completion and
a placement rate under this paragraph, a student is originally
scheduled, at the time of enrollment, to complete the edu-
cational program on the date when the student will have been
enrolled in the program for the amount of time normally
required to complete the program. The amount of time normally
required to complete the program for a student who is initially
enrolled full-time is the period of time specified in the institu-
tion’s enrollment contract, catalog, or other materials, for
completion of the program by a full-time student. For a student
who is initially enrolled less than full-time, the period is the
amount of time it would take the student to complete the
program if the student remained enrolled at that level of enroll-
ment throughout the program.

“(5) REDUCTION OF DEFAULT RATES AT CERTAIN MINORITY
INSTITUTIONS.—
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“(A) BENEFICIARIES OF EXCEPTION REQUIRED TO ESTAB-
LISH MANAGEMENT PLAN.—After July 1, 1999, any institu-
tion that has a cohort default rate that equals or exceeds
25 percent for each of the three most recent fiscal years
for which data are available and that relies on the exception
?i) :ﬁbpamgraph (B) to continue to be an eligible institution

“(i) submit to the Secretary a default management
plan which the Secretary, in the Secretary’s discretion,
after consideration of the institution’s history,
resources, dollars in default, and targets for default
reduction, determines is acceptable and provides
reasonable assurance that the institution will, by July

1, 2002, 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 section 317 or part

B of title III) to provide technical assistance in

implementing such default management plan; and

“(iii) 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
sllzoeessﬁll implementation of such default management
plan.

“(B) DISCRETIONARY ELIGIBILITY CONDITIONED ON
IMPROVEMENT.—Notwithstanding the expiration of the
exception in paragraph (2)C), the Secretary may, in the
Secretary’s discretion, continue to treat an institution
described in subparagraph (A) of this paragraph as an
eligible institution for each of the 1-year periods beginning
on July 1 of 1999, 2000, and 2001, only if the institution
submits by the beginning of such period evidence satisfac-
tory to the Secretary that—

“(i) such institution has complied and is continuing

to :imnply with the requirements of subparagraph (A);

an

“(ii) such institution has made substantial
improvement, during each of the preceding 1-year peri-
ods, in the institution’s cohort default rate.

“(6) PARTICIPATION RATE INDEX.—

“(A) IN GENERAL.—An institution that demonstrates
to the Secretary that the institution’s participation rate
index is equal to or less than 0.0375 for any of the 3
most recent fiscal years for which data is available shall
not be subject to paragraph (2). The participation rate
index shall be determined by multiplying the institution’s
cohort default rate for loans under part B or D, or weighted
average cohort default rate for loans under B and
D, by the percentage of the institution’s mmmtudents,
enrolled on at least a half-time basis, who received a loan
made under part B or D for a 12-month period ending
during the 6 months immediately preceding the fiscal year
for which the cohort of borrowers used to calculate t.he
institution’s cohort default rate is determined.
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“(B) DATA.—An institution shall provide the Secretary
with sufficient data to determine the institution’s participa-
tion rate index within 30 days after receiving an initial
notification of the institution’s draft cohort default rate.

“(C) NOTIFICATION.—Prior to publication of a final
cohort default rate for an institution that provides the
data described in subparagraph (B), the Secretary shall
notify the institution UF the institution’s compliance or non-
compliance with subparagraph (A).”.

(b) ELIGIBLE LENDER.—Section 435(d) (20 U.S.C. 1085(d)) is

M T h (1)—
in paragra;
A)in Buhl;)arag'rnph (AXii)—
(i) by striking “or” after “1992,”; and
(ii) by inse before the semicolon the following:

i ili .
26 USC 1085

“ or (III) it is a bank (as defined in section 3(aX1l)

of the Federal Deposit Insurance Act (12 U.S.C.

1813(a)(1)) that is a wholly owned subsidi of a non-

profit foundation, the foundation is described in section

501(c)3) of the Internal Revenue Code of 1986 and

exempt from taxation under section 501(1) of such

Code, and the bank makes loans under this part only

to undergraduate students who are age 22 or younger

and has a portfolio of such loans that is not more
than $5,000,0007;

(B) by striking “and” at the end of subparagraph (I);

(C) by striking the period at the end of subparagraph
(J) and inserting “; and”; and

(}?) by adding at the end the following new subpara-
graph:

“K) a consumer finance company subsidiary of a
national bank which, as of the date of enactment of this
subparagraph, through one or more subsidiaries: (i) acts
as a small business lending company, as determined under
regulations of the Small Business Administration under
section 120.470 of title 13, Code of Federal Regulations
(sfl.s ﬂfluch bsect.ion iah)in eg'?cg on the date oi‘h enactment
of this subp: ph); and (ii) participates in the program
authorized by iﬁi‘s part pursuant to subp ph ?C), pro-
vided the national bank and all of the bank’s direct and
indirect subsidiaries taken together as a whole, do not
have, as their primary consumer credit function, the mak-
ingd or holding of loans made to students under this part.”;
an

(2) in paragraph (5), by adding at the end the following
new sentence:
“It shall not be a violation of this aph for a lender
to provide assistance to institutions ogmer education com-
arable to the kinds of assistance provided to institutions of
igher education by the Department of Education.”.
(c) DEFINITION OF DEFAULT.—
(1) AMENDMENT.—Section 435(1) is amended—
4 (A) by striking “180 days” and inserting “270 days”;
an
(B) by striking “240 days” and insertin% “330 days”.
(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall apply with respect to loans for which the first day
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oﬁi dﬂgquency occurs on or after the date of enactment of
s
(d) CoHORT DEFAULT RATE.—Section 435(m) is amended— 20 USC 1085.
(1) in paragraph (1)(B), by striking “insurance, and, in
considering appeals with respect to cohort default rates pursu-
ant to subsection (a)(3), exclude” and inserting “insurance. In
considering appeals with respect to cohort default rates pursu-
ant to subsection (a)(3), the Secretary shall exclude, from the
calculation of the number of students who entered repayment
and from the calculation of the number of students who
default, ; and
(2) in paragraph (2)(C), by adding at the end the following:
“The Secretary require guaranty agencies to collect data
with respect to defaulted loans in a manner that will permit
the identification of any defaulted loan for which (i) the bor-
rower is currently making payments and has made not less
than 6 consecutive on-time payments by the end of such follow-
ing fiscal year, and (ii) a guaranty agency has renewed the
bor;‘ower's title IV eligibility as provided in section 428F(b).”;
an
(3) in ph (4), by adding at the end the following:
“D) Secretary shall publish the report described in Publication.
subparagraph (C) by September 30 of each year.”. Deadline.

SEC. 430. DELEGATION OF FUNCTIONS.
Section 436 (20 U.S.C. 1086) is amended to read as follows:

“SEC. 436. DELEGATION OF FUNCTIONS.

“(a) IN GENERAL.—An eligible lender or guaranty agency that
contracts with another entity to t‘:'e orm any of the lender’s or
agency’s functions under this title, or otherwise delegates the
performa.nee of such functions to such other entity—
“(1) shall not be relieved of the lender’s or agency’s duty
to cumply with the requirements of this title; and
“(2) shall monitor the activities of such other entity for
compliance with such requirements.

“(b) SPECIAL RULE.—A lender that holds a loan made under
part 1B in thti :ﬁ?der’a capacitg as a trustee is responsible for
comp wi statutory and regulatory requirements imposed
on any other holder of a loan made under th?; part.”.

SEC. 431. DISCHARGE.

Section 437(c)X(1) (20 U.S.C. 1087(c)1)) is amended—

(1) by inserting after “falsely certified by the eligible institu-
tion,” the following: “or if the institution failed to make a

d of loan proceeds which the institution owed to such
student’s lender,”; and

(2) by adding at the end the following new sentences:
In the case of a discharge 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 Reports.
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 Senate annually as to the dollar
amoug; ”of loan discharges attributable to failures to make
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SEC. 432. DEBT MANAGEMENT OPTIONS.

Section 437A (20 U.S.C. 1087-0) is repealed.

SEC. 433. SPECIAL ALLOWANCES.

(a) DEpuCTION FROM INTEREST AND SPECIAL ALLOWANCE

SUBSIDIES.—Paragraph (1) of section 438(c) (20 U.S.C. 1087-1) is
amended to read as follows:

“(1) DEDUCTION FROM INTEREST AND SPECIAL ALLOWANCE
SUBSIDIES.—(A) Notwithstanding subsection (b), the Secretary
shall collect the amount the lender is authorized to charge
as an origination fee in accordance with paragraph (2) of this
subsection—

“(i) by reducing the total amount of interest and special
allowance payable under section 428(a)(3)(A) and sub-
section (b) of this section, respectively, to any holder; or

“(ii) directly from the holder of the loan, if the lender
fails or is not required to bill the Secretary for interest
and special allowance or withdraws from the program with
unpaid loan origination fees.

“(Bl; If the Secretary collects the origination fee under this
subsection through the reduction of interest and special allow-
ance, and the total amount of interest and special allowance
payable under section 428(a)3)(A) and subsection (b) of this
section, respectively, is less than the amount the lender was
authorized to charge borrowers for origination fees in that
%arter the Secretary shall deduct the excess amount from

e subsequent quarters’ payments until the total amount has
been deducted.”.
(b) ORIGINATION FEES.—Section 438(c) is amended—
(1)in Xaragmph (2)—
by striking “(other than” and inserting “(including
loans made under section 428H, but excluding”; and

(B) by adding at the end the following new sentence:
“Except as provided in paragraph (8), a lender that charges
an origination fee under this paragraph shall assess the
{sg)mﬁ ee(;ao all atudt;e]:tt bor&‘o:}rfrsf nand

y adding at the en e following ne arafra
“(8) ExCEPTION.—Notwithstanding paragraph (28 a enger

may assess a lesser origination fee for a borrower demonstrating
greater financial need as determined by such borrower’s
adjusted gross family income.”.

(c) COLLECTION OF FEES.—Paragraph (1) of section 438(d) is

amended to read as follows:

“(1) DEDUCTION FROM INTEREST AND SPECIAL ALLOWANCE
SUBSIDIES.—

“(A) IN GENERAL.—Notwithstanding subsection (b), the
Secre shall collect a loan fee in an amount determined
in acco: ce with paragraph (2)—

“(i) by reducing the total amount of interest and
special allowance payable under section 428(a)}3)A)
fmd subsection (b), respectively, to any holder of a
oan; or

“(ii) directly from the holder of the loan, if the
lender—

“(I) fails or is not required to bill the Secretary
for interest and spec?:fll allowance payments; or
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“(1I) withdraws from the program with unpaid
loan fees.

“(B) SPECIAL RULE.—If the Secre collects loan fees
under this subsection through the uction of interest
and special allowance payments, and the total amount
of interest and special allowance payable under section
428(a)3XA) and subsection (b), reapectivelg, is less than
the amount of such loan fees, then the tary shall
deduct the amount of the loan fee balance from the amount
o{hiénterea%)e and s - i allgwance paymenhl; that woug
otherwise payable, in subsequent quarterly incremen
until the balance has been deducted.”.

(d) LENDING FROM PROCEEDS OF TAX-EXEMPT OBLIGATIONS.—

(1) AMENDMENT.—Subsection (e) of section 438 is amended 20 USC 1087-1.
to read as follows:

“(e) NONDISCRIMINATION.—In order for the holders of loans
which were made or purchased with funds obtained by the holder
from an Authority issuing obligations, the income from which is
exempt from taxation under the Internal Revenue Code of 1986,
to be eligible to receive a ial allowance under subsection (b}2)
on any such loans, the Amrity shall not engage in any pattern
or practice which results in a denial of a borrower’s access to
loans under this part because of the borrower’s race, sex, color,
religion, national origin, age, disability status, income, attendance
at a particular eligible institution within the area served by the
Authority, izﬁth of the borrower’s educational program, or the
borrower’s emic year in school.”.

(2) EFFECTIVE DATE.—The amendment made by garagraph 20 USC 1087-1

(1) shall be effective as of the date the plan required by section note.
438(e)(1) (as such section was in effect prior to such amend-
ment) was approved by the Secretary or the Governor (which-
ever was the case). No Authority shall have a right or cause
of action against the Secretary for any amounts paid to or
offset by the Secretary uant to a ﬁ.naf settlement agreement
entered into prior to 1, 1998, resolving any audit or pro-
gram review findings alleging violations of any provision of
section 438(e) (as in effect prior to such amendment).

SEC. 434. FEDERAL FAMILY EDUCATION LOAN INSURANCE FUND. 20 USC 1081
note.

Any funds in the insurance fund, as established under section
431 of the Higher Education Act of 19656 (20 U.S.C. 1081), on
the date of enactment of this Act shall be transferred to and
deposited in the Treasury. All funds received by the Secretary
of Education under subsection (a) of such section after the date
of enactment of this Act shall be deposited into the fund in accord-
ance with such subsection.

PART C—FEDERAL WORK-STUDY PROGRAMS

SEC. 441. AUTHORIZATION OF APPROPRIATIONS; COMMUNITY
SERVICES.

(a) AUTHORIZATION OF APPROPRIATIONS.—Section 441(b) (42
U.S.C. 2751(b)) is amended by striking “$800,000,000 for fiscal
year 1993” and inserting “$1,000,000,000 for fiscal year 1999

(b) DEFINITION OF COMMUNITY SERVICES.—Section 441(c) is
amen
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(1) in paragraph (1), by inserting “(including child care
services provided on campus that are open and accessible to
the cox)nmunity)” aﬂeﬁ“ ild care”; and din

(2) in paragraph (3), by inserting “, including students
with disabifities who are enrolled at the institution” before
the semicolon.

SEC. 442. ALLOCATION OF FUNDS.

42 USC 2752. (a) UPDATING THE BASE PERIOD.—Section 442(a) (20 U.S.C.
2752(a)) is amended—

(1) in tparag'ra h (1), by striking “received and used under
this part for fi ar 1985” and inserting “received under
subsections (a) and (b) for fiscal year 1999 (as such subsections
were in effect with res to allocations for such fiscal year)”;

(2) in paragraph (2

(A) in subparagraphs (A) and (B), by striking “1985”
each place the term appears and inserting “19 9’;; and
) in sub'Pamgraph (C)i), by striking “1986” and

inserting “2000”.

(b) ELIMINATION OF PRO RATA SHARE.—Section 442 is
amended—

(1) by striking subsection (b);

(2) b redesifating subsections (c) through (f) as sub-
sections (g) through (e), respective‘liy;

(3) in subse