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Maureen_McLaughlin @ ed.gov
09/22/97 02:31:00 PM

Record Type: Record

To: Robert Shireman, William R. Kincaid

cc:
Subject: Re[6]: Press conferences

Yes—-we have their clearance to send Title lil to the Hill without the findigs
attached while DOJ and ED polish them some more. (this is what we did on
graduate ed also) We are ready to send the legislation up except for an HBCU
capital financing issue raised by OMB. We think we have worked out compromise
language with Treasury and OMB but Wayne Upshaw is sending it up the chain of
command in OMB, hopefully today, to get final clearance on allowable activities
for HBCU capital financing. Maureen

Reply Separator

Subject: Re: Re[4]: Press conferences
Author: William_R._Kincaid@oa.eop.gov at Internet
Date: 9/22/97 12:07 PM

. Message Creation Date was at 22-SEP-1997 12:07:00

Thanks. Have things ever been finally resolved with DOJ on Title I11?
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UNITED STATES DEPARTMENT OF EDUCATION

OFFICE OF THE GENERAL COUNSEL
THE GENERAL COUNSEL

August 29, 1997

Re: Hispanic Serving Institutions

Attached is a summary of the Department's of Education’s justification for proposing to
reauthorize in somewhat revised form the provisions of the Higher Education Act that provide
for assistance to Hispanic Serving Institutions. The focus of cur analysis is on the compelling
government interest for continuing this program. Although the artachment addresses why we
believe this program is necessiry to address the articulated government interests, it does not
address the full range of possible criteria on the issue of narrow tailoring. That is because,
consistent with the discussion at our August 19 meeting, we do not believe that many of these
criteria would be of significant concern given that all Hispanic Serving Institutions are >
themse]ves subject to Title VI of the. Civil Rights Act (and most of them ro the Constitution’s -
Protection Clause) and may not discriminate on the basis of race or national origin. In
addition, the program is small relative to race neutral federal aid that is given to postsecondary
instinitions.

N

As we discussed, we would greatly appreciate your immediate review of the attachment. Our
bill, as you know, s already late, and we need to submit it to the Congress within the next
week. We are prepared to answer any questions you may have and would also appreciate your
thoughts on how much of the attachment should be incorporated in the bill's findings. Thank
you for your assistance.

Acting General Counsel

Attachment

cc: Dawn Chirwa
Bob Shireman
Bill Kincaid
David Longanecker
Leslie Thornton
Maureen McLaughlin

600 INDETENDENCE AVE.. S.W, WASHINGTON. D.C, 20202-2100



ARV

09/02/97 09:29 Yoy :
08/29/87 FRI 18:20 FAX 202 2032689 OFFICE OF GEN COUNSEL dool

There is a national interest in aiding institutions of higher education that are successful in

admitting and graduating Hispanic students who historically have been denied access to

postsecondary education or who have had limited success in graduating from postsecondary
institutions. Research indicates that Hispanics are the group most at risk in higher education
enrollment As described below, there are gross statistical disparitics between the college

enrollment rates of Hispanic and White students who graduate from high school, and even more

so, the college completion rates of Hispanic and white students. We beljeve these disparities S <
make out a prima facie case of discrimination against Hispanic students. Moreover, as the % >
numbers o?%l%%%ﬁ?ﬁcm graduating from high school have increased, these disparities have

also increased. Beyond the statistical disparities, there is research evidence of college

environments that are unreceptive and even hostile to Hispanic students. There is also rescarch
evidence that may suggest discrimination in college admissions against Hispanic students.

As described below, the Program to Strengthen Hispanic Serving Institutions (HSIs) is further
justified by - (1) the underfunding by state and local authorities of HSIs relative to other
postsecondary institutions; and (2) the need to preserve and expand postsecondary
opportunities for Hispanic saidents as a necessary stimulant for their successful completion of
elementary and secondary schooling, where there has been widespread discrimination against
Hispanic students.

The Program to Strengthen HSIs is a )imited, narrowly tailored remedy for these problems. It

is designed to ensure the viability of, and to improve, thosc institutions that enroll significant
percentages of Hispanic students. These institutions have a successful track record of

enrolling, providing a supportive environment for, and graduating Hispanic sudents. At the

same time, limitations in the resources of these institutions threaten their viability and prevent W
them from further developing strong postsecondary education programs. Given that these
institutions enroll and graduate a significant percentage of all Hispanic students who enroll in
and graduate from postsecondary education nationally, their continued viability is vital to
maintaining and extending postsecondary educational opportunities for Hispanic students.

There are statistically significant disparities in the rates of college attendance between Hispanic
students and other students. 50.7% of Hispanic students who graduate from high school enroll’
in college, compared to 65.8% of white high school graduates. Thus, white students who
graduate from high school enroll in college at a rate 30% above that for Hispanic high school
graduates, This understates the seriousness of the enrollment disparities because a
disproportionate number of Hispanic students are enrolled part-time or in non-degree
programs. For example, in 1995, among first-time freshman enrolled in degree programs
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nationally, 71% of the full-time students were white, while only 7.4% were Hispanic. By
contrast, 66.4% of the part-time students were white and 12.8 % were Hlspamc among first-
time freshmen in these programs

The disparities for col_ ege completion are even more severe. As of 1994, among students who
had entered college during the 1989-90 school year seeking bachelor’s degrees, 48.1% of
white students — and only 32.4% of Hispanic students — had received bachelor’s degrees.
Thus, whites who are in the qualified pool and seeking bachelor’s degrees are receiving them
at a ratc 50% higher than interested and qualified Hispanic students. Moreover, using the
same pool of students, the data show that Hispanic students were 33% more likely than white
students to have dropped out without obtaining any degree. Similarly, as of 1994, among
srudents who had entered 2-year colleges during the 1989-90 school year, 18.4% of white
students — and only 15.6% of Hispanic students — had received associate degrees. Thus,
whites who are in the qualified pool are receiving associate degrees at a rate 18% higher than
qualified Hispanic students. _

These college enroliment and completion disparities clearly must be even more egregious at
colleges other than HSi’!} than they are at all colleges. That is because HSIs are significantly
more successful than other institutions in enrolling and conferring both bachelor’s and
associate degrees on their enrolled Hispanic students. Whereas 32% of all Hispanic students in
higher education are enrolled at HSIs, Hispanic students at HSIs earn 47% of the associate
degrees and 48% of the bachelor’s degrees awarded 10 Hispanic students nattonwide.

College cnrollment disparities are also increasing, not decreasing. For example, between
1973 and 1994, enrollment of white high school graduates in four-year institutions of higher
education increased at a rate four times higher than that for Hispanic high school graduates.

These disparities are evidence of discrimination by postsecondary institutions against Hispanic uu
students. Further evidence of discrimination includes -~ N’”’/

-~ Research ﬂndmgs that suggest that there are clements of postsecondary institutional N éw‘f
culture, perhaps associated with an historical legacy of exclusion, that continue to resist an 28
Hispanic presence on campus. For example, in one study, only about 1 in § academic
administrators believes that his or her campus climate is very good or excellent for Hispanic
students. More than one in four Hispanic students reports that there is a lot of campus racial
conflict and that there is little trust between minority student groups and administrators on
campus. Almost one in five reports hearing faculty make inappropriate comments regarding
minorities. Other research shows that significant percentages of Hispanic students perceive ~
their universities to be discriminatory.

~ Rescarch findings suggest that heavy reliance on college entrance examinations by
postsecondary institutions also may be diseriminatory, since these tests tend to underestimate
college performance by Hispanic students.
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— During the 1980's the high school completion rates and college entrance scores of
Hispanic students increased significantly, but the rates of Hispanic enrollment in postsecondary
education dropped.

—The problems presented by the significant disparities in college attendance and
completion are compounded by the fact that -- Jargely as the result of well-documented, wide-
spread discrimination against Hispanics at the elementary and secondary school levels, as
reflected in many sets of judicial and administrative findings - the pool of Hispanic students
eligible for postsecondary education is already significantly reduced. See, for example, Keyes
v. Schoo! District No. 1. Denver, Colorado. et al., 521 F.2d 465 (10th Cir. 1975), gar1,
denied, 423 U.S. 1066 (1976); Cisneros v. Corpus Christi Indepcndent School Districs, 467

- F.2d 142 (Sth Cir. 1972); 1LS.v. Crucial, 722 F.2d 1182 (5th Cir. 1983); 1LS, v. T.E.A,, 600
F.2d 518 (5th Cir. 1979); Tashy v. Estes, 517 F.d 92 (5th Cir. 1975); July 31, 1997 letter of
findings from Department of Education to Denver school district.

--The drop-out rate from secondary school for Hispanic students is 30 percent,
twice the rate for African American students and more than three times the rate
for white students.

—Thirtfpercem'of Hispanic students who were high achievers at the eighth
‘grade do not apply to college by the end of the twelfth grade, twice the
percentage for corresponding White students.

— These facts create a national imperative to ensure that the relatively small number of
colleges that are succeeding —~ despite resource limitations — in enrolling and graduating
Hispanic stdents, are sustained and strengthened,

~Funding HSIs is further justified by their current and historic underfunding — which
in our view may indicate discrimination against these instirutions by the states and local
governments.

~In the 9 States and Puerto Rico where HSIs are located, HSIs receive 27% less in
State funds per full-time equivalent student than other postsecondary institutions, even though
HSIs must rely 1o a greater extent than other schools on these funds, as demonstrated by the -
fact that these funds constitute more than 20% more of the HSIs' total revenues than those for
other schools.

--In the same States and Pucrto Rico, HSIs receive 36 % less in local government funds
per full-time equxvalent student than other postsecondary institutions, even though HSIs must
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rely to a greater extent than other schools on these funds, which represent a greater percentage
of total revenues for HSIs than for other schools.

--Almost 50% of the revenues of HSIs are derived from a combination of student
tuition and fees and federal government funding. By contrast, 29% of the revenues of public
colleges generally are from these sources, In addition, HSIs devote 15% of their expenditures
1o student scholarships and fellowships, compared to 4% at public colleges generally, These
figures suggest that HSIs have Jess flexibility and fewer sources of support to sustain
themselves and their academic programs, on the one hand, and greater financial needs to
support students, on the other hand.

Remedy

We believe it is self-evident that the Program to strengthen HSIs is an appropriate remedy for
the problem of underfunding of HSIs by States and local governments. With respect to the
other problems of discrimination described above —

—~Funding HSIs is an appropriate, narrowly tailored means to redress hostile
environment and other forms of discrimination against Hispanic students at the postsecondary
level that limit their enrollment and, more especially, limit their retention and graduation rates.

—Despite their relative underfunding and significant rescurce problems, HSIs have a
significant record of success in educating Hispanic, as well as other, students. As shown in
data above, they have an exemplary record in enrolling and, perhaps even more importantly,
retaining and graduating Hlspamr. students. A significantly higher percentage of Hispanic
students enrolled in HSIs receive associate degrees or bachelor’s degrees than Hispanic
students enrolled in other postsecondary institutions. Also, at HSIs, Hispanic students earned
50% of all asgociate degrees and 65% of all bachelor’s degrees awarded in 1995. By contrast,
at non-HSTs, Hispanic students earned only 4% of the total associate degrees and 3% of the
total bachelor’s degrees awarded.

—Studies show that large Hispanic enrollments on campuses are associated with reports
of low racial/ethnic tension and are less likely to be associated with reports of discrimination.

~Relatively limited endowmeunts and other resources at HSIs — in large part reﬂecting
inferior State and Jocal financial support compared to that for other instirutions — further
justify this program as an appropriate remedy for Hispanic students, because there is an
important need to ensure the continued viability of these institutions — and to strengthen their
educational programs -- as the most effective means to provide postsecondary educational
opportunities for Hispanic students. These institutions are succeeding in educating Hispanic
students despite significant resource problems that limit their abiliry to expand and improve
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their academic programs and that could imperil their financial and administrative stability.
Student aid for Hispanic students alone would be an ineffective remedy if there were not
instiutions with a strong record of enrolling and graduating Hispanic students. In the 9 States
and Puerto Rico where HSIs are located —

—~The total revenues of HSIs are 41.6% ~- or $5,742 —~ less per full-time equivalent
student than at other institutions,

—~Endowment revenues at HSIs per full-time equivalent student are 90.9% less than at
other institations.

—HSIs spend 42.8% less per full-time equivalent student on instruction than other
schools.

—HSIs spend 51% less per full-time equivalent student on academic support functions
(e.g., libraries, curriculum development, etc.) than do other schools.

~HSIs spend 27% less per full-time equivalent student on student services (guidance,
counseling, finencial aid administration, etc.) than do other schools, although these
expendinires constitute a greater percentage of the HSIs® overall expenditures than that for
other schools.

—Funding HSIS also is justified as a remedy for well-documented and widespread
discrimination at the elementary and secondary levels against Hispanic students.

—Limitations in educational opportunities for Hispanic students at all levels have
created 2 vicious cycle that reinforces unequal opportunity. As noted above, even the most
successful Hispanic students fail to seek admissions to college to the same extent as white
students. We believe that is because college attendance and graduation are not viewed among
Hispanic families as realistic opportunities to the same extent as in white families. Absent
prospect of postsecondary education, we believe that efforts to redress discrimination against

"Hispanic students at the elementary and secondary levels will have limited success.

—There are a number of programs around the country that establish that a commitment
to provide postsecondary education for low income students who make satisfactory progress in
elementary and secondary education motivates the srudents and leads to success at the
elementary and secondary levels.

— Because HSIs are significantly more successful than other postsecondary institutions
in enrolling, and particularly in providing a receptive environment for, and in graduating,
Hispanic students, providing federal aid to strengthen these schools is an appropriate remedy
for problems of discrimination against Hispanic students at the elementary and secondary
levels. Obviously, it is an indirect and incomplete remedy. Other efforts are needed and are —
being pursued, such as federal civil rights enforcement in individual cases; federal aid at the
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elementary and secondary levels that strengthens academic programs for Hispanic and other
students, such as Title I, the Bilingual Education Act, and the Goals 2000: Educate America
Act; the TRIO programs; and postsecondary student financial aid. These programs generally
are race neutral and do not raise Adarand issues. However, as noted above, the limited
resources of HSIs threaten their stability. If HSIs are unable to continue and expand their
programs, we believe the promise of postsecondary opportunities for Hispanic students would
be undercut and these other efforts could not be effective in remedying unequal opportunity for
Hispanic students at the elememary and secondary levels.

~We therefore view the strengthening HSI program — in addition to addressing the
other purposes described above — as a limited and very narrowly tailored way to redress the
continuing effects of discrimination at the elementary and secondary school levels.



Note to: Jamie Studley

From: Jack Kristy

Date: August 14, 1997

Concerning: DOJ Comments on HEA Title III

I just got off the phone with Daniel Halberstam of DOJ/OLC who indicated the following:

(1) OLC’s comments would be confined to part D, Strengthening HSIs. They had no particular
concerns with the other parts, or at least no comments to offer.

(2) Unlike our earlier discussions regarding the clearance of the Graduate programs (where OLC
spoke for DOJ), he indicated he could speak only for OLC and suggested we contact Fran Alegra
to see if there were other DOJ concerns. (In fact, he told me that DOJ/OCR wanted us to delete
“To the maximum extent possible” from section 337 of the draft (Minority Business Enterprise
Utilization) and insert something like “Wherever appropriate,” and was surprised that we hadn’t
received that comment.)

(3) Unlike the HBCU programs (sanctioned by history) and the Tribal Colleges program (unique
status of Indian tribes), OLC is troubled by the lack of a clear, post-Adarand constitutional
rationale for the HSI program. He explained that the program clearly has an ethnic basis, yet no
clear remedial (not aimed at institutions or students subjected to discrimination) or diversity
(strengthening the educational process through diverse points of view) rationale. He said the
current program narrowly escaped last year’s Adarand review, largely because there were other,
more egregious, programs to focus on and that reauthorizing and amending the current HSI
authority provides a different analytical context. He also said that part of the reason the current
HSI program got by before was that litigation seemed unlikely. Further, he said that the fact that
as many as 75% of the students who benefit from the program need not be Hispanic helps “in the
balance,” but does not explain or rationalize the explicit ethnic categorization in the first place.

(4) He suggested ED recast the program to aid institutions that enroll large numbers of low-
income, first-time students who may require bilingual instruction--or any other “neutral” factors
that may characterize Hispanic students. Aware of the political volatility, he suggested that such
an approach could be said to preserve the current program in the face of Adarand analysis.

(5) He explained that it was not in OLC’s province to veto our proposal, merely to warn of legal
risks. He said he did not think OLC would go to the barricades on this and that these views had
not yet been raised to the highest levels of DOJ. He said he was going to advise DOJ’s
legislative office of these views, and that they might write an internal DOJ memo to that office to
this effect. Iasked for a copy of anything written.
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Higher Education Act
Title III - Strengthening Institutions

Proposal Under Consideration

> Move the Hispanic Serving Institutions (HSI) Program from Part A to a new part. The
Strengthening HSI program currently exists under Title HII Part A: Sec. 316 and has
received appropriations since FY 1995,

> Create a new Strengthening Tribal Colleges and Universities (TCU) program under a
separate part. This would be a new program created to target institutional aid to Tribal
Colleges and Universities.

ED has been very public about its proposal to have a separate part under Title II1 for
strengthening HSIs and TCUs. In fact, Secretary Riley elaborated on his commitment to these
separate parts in his testimony to the House Subcommittee on HEA reauthorization (June 19,
1997) when he stated, “We want to continue to support improvements in academic quality and
institutional management at institutions serving disadvantaged and minority students. Our plan to
create separate parts of Title I1I for Hispanic-serving Institutions and Tribal Colleges and
Universities underscores the importance of these institutions.” In addition, the Secretary
commented that ED would support increased funding for Title I11 programs to reflect the
Department’s commitment to these existing and new programs. Our proposal has also been
discussed with members of the Congressional Hispanic Caucus and their staff and Assistant
Secretary David Longanecker and staff have discussed this proposal in several community
meetings and briefings. The Hispanic Association of Colleges and Universities (HACU)
recommendations are also attached for your information.

Legal. Public Policy and Budget Concerns

Concerns have been raised about the creation of a separate part for the HSI program by William
Gray of UNCF and Henry Ponder of NAFEO (see attached copy of letter).

Legal concerns: The Department of Justice has raised legal concerns about targeting programs by
minority status in general. However, our Office of the General Counsel has indicated that our
proposal for the Title III programs has a firm legal foundation. Staff are in the process of making
clear the relationship between this program and issues affecting Hispanics in higher education. In
addition, since the HSI1 program currently exists under the Part A program as a separate section,
our proposal does not involve creating a new program -- it merely proposes to move an existing
program from the subsection it is in currently into a separate part.

ED/OPE/PPI1 1
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Public policy concerns: There is a misconception that the only requirements for eligibility in the
HSI program are the criteria that institutions 1) have at least 25 percent undergraduate Hispanic M\,\/
full-time equivalent student enrollment and 2) have SO percent of Hispanic students that are low-]
incomrst generation, and 3 @ percent of Hispanic students that are low-income
@Dfirst-generation.
> To be eligible for the HSI program, all institutions must FIRST meet the basic Title
[ institutional eligibility criteria. This includes meeting the definition of an institution \o %
of higher education as defined in Sec. 1201(a) of the HEA and eligibility requirements B’Jd
under Sec 312. V
> Specifically, an eligible institution must have a high enrollment of needy students K
and low average educational and general expenditures. These requirements ensure
that no large, well-endowed public (or private) institution -- such as UCLA and University
of Texas at Arlington specifically mentioned in Grey’s letter-- would be eligible for the
institutional aid programs.

The result of these criteria is that there are about 130 institutions eligible for the Title LIT HSI
program from a potential pool of close to 770 institutions.

Budget concerns: To gain strong community support for our Title III proposal to create separate
sections for HSIs and Tribal Colleges and Universities, we must indicate our commitment to an
increase in Title Il funds. Attached is a table that includes Title I1I budget information from FY 1997
to FY1999.

While it is important that we address funding levels for these programs, we could either be specific
about funding authorization levels in our legislative proposal or Secretary Riley could write a letter to
Congress about the total funding level for institutional aid programs but not specify the funding levels
for each specific program.

ED/OPE/PPI 2



Higher Education Act
Title 111 Budget

ED/OPE/PPI

Revised 8/12/97

Aid for Institutional FY1997 FY 1998 FY 1998 House FY 1998 Senate ED’s ED’s OMB’s
Development: Appropriation || President’s Committee Commiittee Preliminary Preliminary FY1999
(in thousands) Request Action to Date Action to Date 1999 Budget FY1999 suggestion
Included with Strawperson
Legislation Budget
Strengthening Institutions [Pan a) $ 55,450 $ 55,450 $ 55,450 $ 55,450 $ 80,000 $ 60,000 $ 57,000
Stréngthening (HSISs) (Pan A: Sec 316] 10,800 12,000 12,000 12,000 24,000 20,000 24,000
|proposed Part D]
Strengthening HBCUs [Pan B: Sec. 323] 108,990 113,000 120,000 108,990 130,000 120,000 124,000
Strengthening HBGIs (Pant B: Sec. 326] 19,606 19,606 5,000 ¢ 19,606 26,000 22,000 20,000
Strengthening TCUs {proposed Pant E] Z,9%¢ - -- -- - 5,000 5,000 5,000
MSIP [proposed Part F| 5,255 5,255 5,255 5,255 10,000 7,500 5,500
Total Title I11 program: $200,101 || $205,311 $217,705 $201,301 $275,000 $234,500 $235,500
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Hispanic Association of Colleges and Universities
Higher Education Act Reauthorization

The Hispanic Association of Colleges and Universities (HACU) believes the reauthorizanon of the
Higher Education Act (HEA) should strengthen the capacity of Hispanic-Serving [nstitutioas (HSIs)
and ensure that Hispanic Americans have access to, and can be successful in, a postsecondary
education. Most programs under the Act are important to the successful attainment of a
postsecondary education by Hispanic Americans.

Summary of Recommendations
Libraries and information services at Hispanic-Serving [nstitutions must be developed to provide
Hispanic and other students attending HSIs with the full range of research and information resources
available to students at majority institutions.

- Designate Hispanic-Serving Institutions as eligible institutions for Title | Part D grants
(Academic Libraries and Information Services).

The eligibility definition for Title (1T (Strengthening Institutions) HSI grants is too restrictive. HSIs
must meet three requirements: 1) a Hispanic student enrollmeant rate of 25% or more; 2) 50% or more
of the Hispanics must be low-income individuals who are first generation college students; and 3)
an additional 25% of the Hispanic students must be either low-income or first generation college
students. Greater flexibility in the definition of eligible HSIs must be established.

- Repeal the requirement that an additional 25% of the Hispanic students enrolled be either

low-income and first generation college students.

- Repeal the requirement that 50% of the Hispanic students enrolled be first generation

college students. (The requirement for low-income status is maintained).

- Repeal a requirement that funding for Title Il (Part A) grants be greater than $80 million

before any funds are provided to HSI granis.

- Designate the HSIs program as Part C of Title LIl and redesignate other parts accordingly.

There is a tremendous lack of Hispanics enrolled in graduate and professional programs. HSIs enroll
over half of all Hispanic undergraduate students in postsecondary education. HSIs with existing
graduate and professional programs and a proven record of enrolling Hispanics, comprise a solid
base for launching federal support for graduate and professional opportunities for Hispanics.

- Create a new grants program authority under the revised Part C of Title [II 1o provide
awards to HSIs with graduate and professional programs for activities to expand or improve
graduate and professional opportunities for Hispanic Americans and other students
underrepresented in graduate education. $20 million would be authorized to be
appropriated for this program.

- Provide a priority in funding to grant applicants under Part D of Title LX (Graduate
Assistance in Areas of National Need) for programs which enroll students underrepresented

in graduate and professional programs and which recruit such students from HSIs und
Historically Black Colleges and Universities.



Hispanic Americans have been underrepresented 1n the programs comprising TRIO (Federal Farly
Outreach and Student Services Programs). Three changes to the HEA should result in an increase
in the number and percent of Hispanics participating in TRIO.

- Repeal the "prior experience” consideration for TRIO programs and replace with a special
consideration for proposed projects serving students “underrepresented in TRIO."

- Provide a special consideration for the geographical distribution of TRIO programs.

- Provide a priority in funding to Upward Bound projects serving individuals from
population groups with a high rate of high school dropouts.

As the number of minority language students increases; so does the demand for bilingual teachers
and teachers of bilingual education in elementary and secondary schools. The HEA can be modified
to expand the number of bilingual teachers, who teach in Title [ schools or work for Community
Based Organizations serving minority language populations.

- Create a program to provide loan forgiveness for individuals, including bilingual teachers,
who agree to teach in Title I eligible schools with large concentration of Limited English
Proficient students and who teach bilingual education or participate in programs under Title
V1I of the Elementary and Secondary Education Act of 1965. Bilingual teachers working for
community-based organizations serving language minority populations also would be
eligible for the loan forgiveness program. 520 million shall be available annually for this
program from funds for the administration of the federal student loan programs.

Federal Work Study , Supplemental Educational Opportunity Grants, and Perkins Loans comprise
the campus-based programs, which are based on need. While low-income Hispanics can and do
receive campus-based aid, their award amount is dependant on the total funding allotment provided
to their institution. The HEA includes a distribution formula, which "grandfathers” many
institutions' allotment at levels set in the mid-1980s. Therefore, many institutions receive an
allotment that is only a fraction of their demand. while others schools have the same level of funding
they did a decade ago. Campus-based aid should be distributed to institutions with the highest need.

- Repeal the "hold harmless” for Institutions which participated in the campus-based aid
programs prior to 1985.

The HEA requires institutions to maintain low default rates in order to continue to participate in
student loans. Today, institutions with a cohort default rate of 25 % or higher for three consecutive
years are ineligible to participate in student loans (and in some cases grant aid programs). However,
the HEA exempts Historically Black Colleges and Universitics (HBCU) and Tribal commuruty
colleges from the cohort default rates restrictions.

- Exempt HSIs from the cohort default rate restrictions under the Act.

There is a continuing need to increase the number and percent of transfers from 2-year to 4-vear
institutions among Hispanics. FIPSE awards can begin to address the rate of student wansfers.

- Add as a new authority under FIPSE, "developing innovative methods for ensuring the
successful transfer of students from 2.year to 4-year institutions. "
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July 16, 1997

The Honorable William J. Clinton
The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. President:

On behalf of the Nation’s Historically Black Colleges and
Universitied (HBCUS), ' we are writing to call to your attencion a
matter of grave concern: During our meeting with you and the Vice
-president on Fébruary 24th, you indicated that your door was open
and that we should bring any important matters affecting HBCUs to
your attention. Just such an issue has arisen.

In his June 19, 1997 testimony before the House Subcommittee
on Postsecondary Education, Training and Lifelong Learning,
Secretary Riley indicated that the Department of Education would
1nclude in its Higher Educatlon'ﬁct‘reaﬁfﬁﬁffiifion proposals, a
feécommendation that a separaté . part be created Tifl "TItIE TIT™
dWfhorizing funds for "Hispanic-sexving . Instltutlons" (HSTs) .
while the HBCU community has long supported institUFional™
assistance for colleges and universities that enroll significant
numbers of low income and "first generation" Latino students, we
believe this proposal is seriously flawed. There are inherent
legal, public policy, and budgetary problems with the proposal
advanced by the Hispanic Association of Colleges and Universities
(HACU) in testimony before the Congress and embraced by your
Administration.

Our serious concerns about HACU’s Title III recommendations
can be summarized briefly. First, the recommendations would
allocate Title III funds to a category of institutions based“
largely on the race or national origin of a portion of the
enrolled students. As you know, both the Fourth Circuit Court of
Appeals and the Fifth Circuit Court of Appeals have questioned the
constitutionality of minority scholarships (Kiran v. Podboresky)
and race-based admissions policies (Hopwood v. University of
Texas), respectively, i.e. use of race as the factor in making
financial aid award and admissions decisions is constitutionally
"suspect." The Supreme Court of the United States has also
expressed similar reservations in Adarand and more recently in the
Miller congressional redistricting case in Georgia. Both your
administration and the Supreme Court in Fordice, have recognized

22nd Natlonal Conference on Blacks in Higher Education
"KEEPING THE DOORS OF OPPORTUNITY OPEN"
April 9.13, 1997
Washington Hilton & Towers Hotel, Washington, D.C.
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the unique historical and legal position of HBCUs -- which
distinguishes them from any other category of colleges and
universities.

] Second, we believe the endorsement of HACU's recommendations
to de-emphasize the use of low income and “first-generation"
student status in defining HSI institutional eligibility in Title
III is mistaken. Repealing the current Title III eligibility
requirements -- relative to defining HSIs based on their
enrollment of low income and "first-generation" college students -
- alters the fundamental intent of the Title III Institutional Aid
program. Problems already exist with the HSI program since large,
well-endowed public institutions -- like UCLA and the University
of Texas at Arlington -- are currently eligible for an
institutional aid program designed to help poorer colleges and

e - rritersities Wiiich enrcll sigrnificant Muabers of low and niddie

income students. The proposed amendments further exacerbate the
allocation of institutional aid based on the enrollment of only 25
percent of its students.

Finally, the proposed modifications would dramatically expand
HSI institutional eligibility without providing concomitant fiscal
resources to support that expansion. Without sufficient
appropriationg to support the newly-admitted HSIs, funding for
other Title III institution participants will be threatened and
undermined. Your administration, in fiscal year 1995, recommended
a reduction in Title III, Part A funding. Congress largely
adopted that recommendation -- resulting in reduced funding to
HSIs and other Part A institutions. We believe the solution to
the funding for HSIs can be found in providing additional
resources to programs which serxve Latino students, e.g. Pell
Grants, the TRIO programs, and increased Title III, Part A funding
-- not through modifying the institutional definition of HSIs.

As a result of these concerns, we are requesting your
intervention and support in facilitating a mutually beneficial
resolution of this matter. Consequently, we would very much
appreciate and welcome the opportunity to meet with Bruce Reed and
Gene Sperling to discuss our concerns and proposals for addressing
‘the ne&ds of HS3is and Latino students. Wwe believe this can be
accomplished without compromising the existing Title III program
and the policies supporting institutional aid to HBCUs.

Thank you for your consideration of our reguest. We look
forward to hearing from you in the very near future.

Sincerely,
% /
William H. Gray, III

President/CEQ President/CEO
NAFEO The College Fund/UNCF

NaﬂonalAssodaﬁonForEqualOpponunMylnIﬂgherEducaﬁon
NAFEO e Biack Higher Education Center e Lovejoy Buliding » 400 12th Street, N.E.
Washington, D.C. 20002 e Telgphone (202) 543-9111 e Fax No. (202) 543-9113
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Part D- Strengthening Hispanic-serving Institutions
Sec. 351. (a) Findings. -- The Congress finds that --

(1) A significant part of the federal mission in education is to attain equal opportunity in
higher education for low-income, educationally disadvantaged Americans;,

(2) The Hispanic community is the fastest growing population in the Nation and has a
large percentage of students who are Jow-income and educationally disadvantaged. In 1995
Hispanics comprised 10.2 percent of the total U.S. resident population. This is projected to
increase to 11.3 percent by the year 2000, and to 25 percent by 2050. By the year 2010, Hispanic
Americans will be the largest minority group in the United States (over 40.5 million, 13.5 percent
of the population).

(3) By the year 2000, Hispanic children will make up the greatest proportion of minority
children under the age of 18. By the year 2030, the Bureau of the Census projects that Hispanic

- students age 5-18 will number almost 16 million (25 percent of the total school population). As

the proportion of Hispanics grows in the Nation, so will their educational needs.

(4) Currently, educational attainment for many Hispanic Americans is very low. Hispanics
are less likely to complete high school or to enter or complete college. In October 1993, the
dropout rate for Hispanic 16-24 year olds was 28 percent, double the rate for blacks (14 percent)
and more than three times the rate for whites (8 percent) in the same group. In 1994, the
Hispanic dropout rate rose to 30 percent.

(5) From 1973 to 1994, the overall number of high school graduates enrolled in a
four-year institution doubled, from 16 10 31 percent. The percentages of both whites and blacks
enrolled at those institutions also more than doubled within the same period. Black enrollment
increased from 13 to 25 percent and white enroliment increased from 16 to 33 pereent.
College-bound Hispanics in four-year institutions, however, increased only from 13 to 20 percent.

%,

(6) Il the last decade, Hispanic- Americans have increased their enrollment in
postsecondary education from about half 2 million in 1992 (520,000) to just over one million
(1,045,600) -- an increase of about 50 percent. Overall, there are about 15 million students in
postsecondary education, of which nearly 8 percent are Hispanic-Americans. However,
Hispanic-Ameri¢ans still have one of the lowest college enrollment rates of any ethnic group.
Recent studies have consistently shown that postsccondary educational attainment for many
Hispanic Amenicans is also very low and neither enrollment or graduation rates are keeping pace
with the Hispanic Amcrican presence in the general population nor with the available pool of
Hispanic high school graduates.

(7) In 1994-95, Hispanics earned 6 percent of all associate degrees, 4.8 percent of all
bachelor’s degrees, 3 percent of all master’s degrees, and 2 percent of all Ph.D.’s with Hispanics
earning even lower numbers in certain disiplincs. For example:
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(@) Of associate degrees: 2.1 percent of agriculture and natural resources degrees,
3.7 percent of health professions and related science degrees, and 4.3 percent of
communications degrees.

(b) Of bachelor’s degrees: 2 percent of communications technologies degrees, 2.7
percent of physical sciences and science technologies degrees, and 3.3 percent of
health professions and rclated sciences degrees.

(c) Of master’s degrees: 2.4 percent of mathematics degrees and 2.4 percent of
library science degrees.

(d) Of doctoral’s degrees: 1.2 percent of computer and information science
Ph.D.’s, and 1.9 percent of engineering Ph.D.’s.

(8) The total proportion of bachelor’s degrees from Hispanic Americans has risen only
slightly (from 2.8 percent in 1985 to 4.8 percent in 1995) since the 1980s, even though Hispanic
student enrollment has modestly increased (from 4.5 percent in 1984 to nearly 8 percent in 1995).

(9) Over fifty percent of Hispanic Amenicans in postsecondary education are enrolled in
institutions with 25 percent or more Hispanic student enroliment. A majority of these institutions
are community colleges. In 1994 about half of all Hispanic Americans enrolled in postsecondary
education were enrolled in two-year community colleges and one-third were enrolled in less than
189 two-and four-year institutions.

(10) There are a significant number of higher education institutions serving high
percentages of Hispanic American students and other students from low-income backgrounds
which face problems that threaten their long-term stability because the higher educational needs of
these students continue to increase more rapidly than the resources of these Hispanic-serving
institutions. Increasing enrollments of Hispanic and other students at these institutions have
stretched resources and challenged faculty and staff.

(11) As the college-age population becomes more diverse, the educational needs are
changing and services provided must be adapted to reflect this diversity. Hispanic-serving
institutions are well-positioned to serve this diverse student body, but need assistance to
accommodate increases in the population and diversified educational needs.

(12) In total, Hispanic-serving institutions serve more than one million students, of which
over 65 percent are minonties. This diversity reflects Hispanic-serving institutions’ commitment
to serving a diverse student body and improving access to postsecondary education for
Jlow-income and educationally disadvantaged groups. Enrollment in Hispanic-serving institutions
is open to all students. Therefore, these programs benefit students from all racial and ethnic

groups.
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(13) These institutions play an important role in the American system of higher education,
and there is a strong national interest in assisting them as such institutions provide access and
quality education to low-income and minority students; and,

(14) Providing targeted federal resources would impact the viability, fiscal stability, and
academic excellence of these institutions that serve la.r% numbers of low-income and
educationally disadvantaged students.



) William R. Kincaid
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc: Michael Cohen/OPD/EOP, Ananias Blocker IlI/WHQ/EOP
Subject: Higher Ed Act Title Il

Bruce and Elena--

The Education Department is preparing to submit the portion of the Higher Ed Act reauthorization that
deals with aid for improving postsecondary institutions such as Historically Black Colleges and
Universities (HBCUs). Currently the law allows for assistance to both HBCUs and other institutions that
serve traditionally under-represented populations, such as Hispanic-Serving Institutions (HSIs) and
Tribal Colleges and Universities. However, as the law is currently structured, HSI's and Tribal
Colleges are bunched in with other kinds of needy institutions, whereas HBCUs have their own
separate section of the l[aw. Ultimately a much smaller share of HSIs (25%--about $10.8 million per
year, going to 37 institutions) and Tribal colleges actually receive aid compared with HBCUs (100% -- |
think —- of 98 institutions, receiving $110 million per year). At the same time, the educational challenges
facing Hispanics and Native Americans are certainly compelling, and by some measures (like dropout
and college-going rates) at least as daunting as those facing African Americans.

The Department's proposal, as announced in testimony by Secretary Riley, would create two new
sections within the program, one for HSIs and one for Tribal Colleges. This is something that has
been sought by Hispanic groups, in particular. The proposal would also substantially increase the
authorization levels for both HBCUs and for HSI's and Tribal Colleges.

In discussions with the staff of the Congressional Black Caucus, and now in a letter to the POTUS from
former Congressman Bill Gray and Henry Ponder on behalf of the National Association for Equal
Opportunity in Higher Education, it has been made clear that many in the black community are
strongly opposed to this change. The biggest issue, it seems, is (especially in the tight budgetary
environment) that they are concerned that HBCUs would now have to more directly compete with HSIs
and Tribal Colleges for money, and will wind up with less than they have had in the past. Two other
arguments have been made by opponents. The first is that, by giving HSIs and Tribal Colleges the more
prominent set-aside, they will place all such assistance (including that to HBCUs) at risk to legal
(Adarand) challenges, because the HBCU provisions are more strongly rooted in a uniqus historical
background and mission for these institutions. | have asked the counsel's office to look into this issus,
and folks at ED are as well, but at first blush I'm a little skeptical given that HSI's already had their own
line-item. The other concern raised is that the changes would repeal certain targeting provisions and
open up non-needy institutions such as UCLA to the Title !ll program, something which the Department
feels isn't true, because even institutions with 25% Hispanic enroliment (the basic criterion for being an
HSI) would have to meet other targeting provisions applicable to all schools that receive aid under Title 1]
. The Black Caucus has asked ED to delay sending the bill up so the CBC can work something out with
the Hispanic Caucus.

Despite the concerns raised, the Secretary is conscious that he has already publicly indicated the path
the Administration expects to take on this and, in general, continues to feel that establishing the new



provisisions for HSIs and Tribal Colleges is the right way to go. However, we have slowed down the
expected timeframe for transmitting the legislation a little to allow for additional analysis of the issues
raised and for a meeting next Tuesday at ED involving the Secretary, Mike Smith, and others to carefully
review Hill strategy. The bill remains under review by both DOJ and OMB for clearance purposes (OMB
will require special sign-off because the bill includes specific authorization levels for each of the types of
institutions assisted, as well as an overall increase from FY 98 budget levels (from about $205 million to
$275 million; this will be a critical part of a successful Hill strategy on the measure).

The letter to POTUS requests a meeting with Bruce and Gene Sperling to discuss these issues.
They argue that the needs of Latino students can be met without such a signifiant impact on HBCUs, |
will need some guidance from Bruce on whether this is something he wants to be involved with, or
whether he would prefer that Riley and/or Mike Smith, perhaps together with Cohen, should
handle this. One complicating factor is the Bruce is scheduled to leave town (the 19th) about the time
Cohen gets back, although Mike C. will be in town the latter part of next week and could attend a meeting
here if necessary. Another complicating factor is that the Departiment feels that it has tried to be
responsive to a general effort that the Administration overall has been making to insure that Hispanics are
getting a fair shake from education programs. | did check today with Riley's scheduler, who said that the
Secretary had not met with Gray or Ponder anytime recently, certainly not on this issue. In any event,
everyone seems pretty clear that a meeting, not a reply letter (especially from the POTUS), is the correct
next step.

Cathy has a copy of the Ponder/Gray letter, but | will re-fax over to you both, along with an ED-provided
summary and proposed authorization levels, and then | will red-dot over a copy of the legislation in the
a.m.

Thanks.



Cathy--

This is a very tough issue, because it pits Blacks and Hispanics against each other.

Leslie Thornton, chief of staff at ED, is on top of this issue, more so than anyone else. She
should be asked to:

1. Draft a response
2. Recommend who ought to sign it (I think Bruce rather than POTUS)
3. Adpvise as to whether Bruce/Gene ought to met with them (I think they should)

Unfortunately, Leslie is on vacation this week (and maybe next week too, I'm not sure). Sois °
just about everybody else in Education who we can deal with on this (Riley, Mike Smith, Terry
Peterson, on down). So at least for the week, there isn’t much we can do.

In the meantime, I have asked Bill Kincaid to look into this, and to make sure that the legislation
referenced in the letter is not transmitted to Congress before we have a chance to deal with this.
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LRM ID: CJBBZ

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET

Washington, D.C. 20503-0001
Fridoy, July 25, 1997

LEGISLATIVE REFERRAL MEMORANDUM
TO: Leglslauvsénans Oftficer - Swse Distribution helow
FROM: orsgrén (fo ssMéctor tor Legislative Reference
OMB CONTACT: Constance J. Bowers

PHONE: (202)395-3803 FAX: (202)395-6148

SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization - Title Iil -
Institutional Aid __,‘J

DEADLINE: 5:00 p.m. Tuesdsy, July 29, 1997

In accordance with OMB Circular A-13, OMB requests the views of your agency on the above
subject before advising on its relationship 10 the program of the President. Please advise us if this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title
Xlit of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: The HEA reauthorization legislation will be reviewed, cleared, and submitted informally
to committees in separate parts. ED will consolidate the entire bill for formal transmittal later.

DISTRIBUTION LIST

AGENCIES:

61-JUSTICE - Angdrew Fois - {202) 514-2141

118-TREASURY - Richard S. Carro - (202) 622-0650

76-National Economic Council «+ Sonyia Mauhews - (202} 45/6-6630
59-INTERIOR - Jane Lyder - (202) 208-4371

84-National Science Foundation - Lawrence Rudolph - (703) 306-1060
107-Small Business Administration - Mary Kristine Swedin - {202} 205-6700

EOP:

Kathryn B. Stack
Timothy A. Rosado
S. A. Nos

Patricia A. Smith
Barry White

Robert M. Shireman N
Jonathan H. Schnur
Michael Cohen
William R. Kincaid
Robert G. Damus
William P. Marshall
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o-mall or by faxing us this response sheet. f the response is short and you prefer to call, please call the
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{1) calling the analyst/sttorney’s direct line {you will be connactad 10 voice mall if the analyst does not
answer); or

(2) sending us 8 memo or letter
Plaase include the LRM number shown above, and the subject shown below.

T0: Constence J. Bowers Phone: 395.3803 Fax: 395-6148
Office of Management and Budget
Branch-Wide Line (to reach legislative assistent); 395-7362
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TITLE ITT (INSTITUTIONAL AID) DRAFT 7/25/97
SEC. —-. (3) Title I of the Act is amended—
(1) in section 301
(A) in subsection (g)--

(i) by redesignating paragraphs (3) through (7) as parsgraphs (4)
through (8), respectively; snd '

(i) by adding & new paragraph (3) 10 read as follows:
“(3) in order  be ompelitive and piovide 8 high-guality education for all, institutions
must improve their technological cepacity and expand their use of technology;
(B) by amending anbsection (b) to read as follows:

“(b) PURPQSE,--It is the purpouse of this Lile to assist such institutions to improve their
infrastructure and quality of education in order to equalize educational opportunity through &
program of Federal assistance.”;

(2) by emending section 311--
(A) in subsection (a), by striking out “increase their self-sufficiency and”;
(B) in subsection (h)--

(1) in paragraph (2)(A), Ly suiking out “or” at the end thereof and
inserting in lieu thereof “and”; and '

(C) by striking out paragraph (3); and
(D) by adding at the end thereol a new subsection (c) to read as follows:

“(c) AUTHQRIZED ACTIVITIES --(1) Funds awarded under this section shall be used for

one or mora of the following activities:
“(A) feculty development.

“(B) funds and sdministrative management.
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*“(C) develapment and improvement of academic programs.

(D) acquisition of equipment for use in strengthening funds management and
academic programs. '

“(F) joint nxe af facilities such as librarics and laboratories.

“(F) student services.

9.
“(G) investing in the technological improvement of the intitution’s

administration of funds made availahle to students under title [V of this Act.
“(H) cstsblistunent or improvement of an endowment fund.”;

“(2) An eligible institution may not use more than 20 percent of its grant under this
part for any fiscal year to estahlich or improve an endowment fund.”;

(3) n section 312--

(A) by amending subsection (b) to read as follows—

“(b) ELIGIBLE INSTITUTION.-<(1) For the purpose of this part, the term “dligible

institution” means--
“(A) an institution of higher education--

“(i) that has an enrollment of needy students as required by subsection
(c) of this section;

“() except as provided in saction 352(b), the average educational and
general expenditures of which are low, per fll-time. aquivalent undergraduate student, in comparison
with the average educational and general cxpenditures, per full-time equivalent undergraduate
student, of institutions that offer similar instruction; :

“(iii) that is legelly avthorized to provide, and provides within the State,
an educational program for which it awards a hachelar’s degree, or thet is & junior or community
college;

“(iv) that is accredited by & nationally recognized accrediting agency
or association determined by the Secretary to be reliable authority as to the quality of training offered
or that is, according to such an agency or mssociation, making reacanahle progress toward
accreditation; and

A
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“(v) that meets such other requirements as the Secretary may prescribe;
and

“(B) any branch of any instittion of higher education descnbed under
subparagraph (4) thst by itself satisfies the requirements contained in clauses (i) and (i) of that

subparagraph.

“(2) For the purposes of this section, the Secretury muy consider any institution that
applies for funds under this part, that is determined to be eligible for such funds but is not funded,
to be cligible to receive funds under this part for a total of three consecutive years following the most
recent application for which it was found eligible.

“(3) For the purposes of Uys part, no histonically bluck college or univessity that is
eligible for, and receives funds under, part B of this title shall be eligible for or may receive funds
under this part.”; and :

(B) by striking out subsection (f);

(4) in section 313--

() by amending subsection (b) to read as follows:

“(b) gmgm--ln awarding grants under this part, the Secretny shall give priornity to
applicents who are not already receiving a grant under this part, except that for the purpose of this
subsection, a grant under sections 313(c) or 345(a)(1) shall not be considered a grant under this
pm'il-

(i) by redesignating subsection (¢) as subsection (d); and
(ili) by adding a new subscction (c) to read as follows:

“(c) LIMITATIONS --An institution awarded a grant under this part, other than sections
313(c) or section 354(aX1), shall not be eligible for another grant under this part for wo consecutive
years following the completion of the last grant it received under this pan.”,;

(5) by amending section 314 to read as follows:

“APPLICATIONS

“Section 314. (8) APPLICATIONS —Each eligible institution desiring to receive assistance
undcr this part shall submit an application in sscordance with the requirements of section 381.

“(b) ARDILNIUNAL INFQRMATION,~For putposes of this pan, an application under

L ]
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subsestion (a) shall also include—

“(1) a S-year plan for lmpruving Uic assistance provided by such institution to
students; and

“(2) measureble goals for the institution's propased activities, including 8 plan of how
the applicant intends to achieve thosc goals.

“(c) PRIORITY,~The Secretary shall give priority to applications that strengthen the
technological capabilitics of eligible institutions as determined by the Secretary.”;

(6) by repealing sections 315 and 316;

(7) in section 321(4), by inserting “ technological capabilities,” after “scademic

resources,”’;
(8) in section 323~
| (A) in subsection (g)--
(i) by striking out “saction 360(a)(2)" and inserting in lieu thereof
“section 390(s)(2)";

(i1) by redesignating paragmph (12) as paragraph (14); and

(iti) by inserting after paregraph (11) new paragraphs (12) and (13) to
read as follows:

“(12) Investing in the technological improvement of the institution's administration
of funds made available 10 students under to ttle [V of this Act.

“(13) Establishing or improving an endowment fund.”;
(B) in subsection (b), by amending paragraph (3) to read as follows:

“(3)(A) An inctitution may not use more than 20 percent of its grant under this part
for any fiscal year to establish or improve an endowment fund.

“(B) In order for an institution to use its funds under this part to establish or
* improve an endowment fund, it shall provide an institutional match, using non-Federal funds, that is
at Jeast equal to one dollar of institutional funds for every rwo dollars of the grant funds.”;

(9) by amending section 324(f) o read 28 Yollows:
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“(f) SPECIAL MERGER RULE —(1XA) An institition otherwise eligible to apply for a grant
under this part in any fiscal year prior to the fiscal year 1986, shall remain eligible even if such
institution has merged with another institution of higher education that is not so eligible’

“(B) An institution eligible 10 apply for & grant under this part that incrges with
an institution eligible to apply for a grant under parts A ot C shall, for purposes of being funded under
this title, be considered as 8 single institution.”;

(10) by amending section 325(c) to read as follows:

“(¢) GOALS.-An application for & grant under this part shall desciibe measureble goals for
the institution's proposed activities, including a plan of how the applicant intends to schieve those
goals.”;

(11) in section 326—~
(A) by amending subsection (8)(2) to read as follows:

*(2) No grant in excess of $500,000 may be made under this section unless the
postgraguate institution provides an assurance that 50 percent of the cost of the purpuscs for which
the grant is made will be paid from non-Federal sources, except that—

“(A) the institution shall not be required to match the first $500,000 of its
award from the Secretary; and

“(B) the Morehouse School of Medicine shall receive at least $3,000,000.”;
and

(B) in subsection (b), by striking out the second sentence;
(C) 1n subsection (e), by amending paragraph (1) to read as follows:

“(1) INGENERAL . --Independent professional or graduate institutions and programs
eligible for grants under subsection (a) include—

“(A) Morehouse School of Medicine;
“(B) Meharry Medical School;
“(C) Charles K. Drew Postgraduese Medical School;

“(D) Clark-Atlants University;,
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“I) 'i'uakcgcc University qualified graduate program;

“(F) Xavier University qualified graduate program;

“(G) Southern University qualified graduate program,

“(H) Texes Southern University qualified graduate program;

“@) Florida A&M University qualified graduate program,

“(3) North Carolina Central University qualified graduate program;
“(K) Morgan State University qualified graduate program,

(L) Hampton University qualified g,raﬁuate program,;

“M) Alsbama A&M qualified graduate program,

“(N) North Carolina A&T State University qualified graduate program;
“(0) University of Maryland Bastern Shore qualified graduate program:
“(P)'- Jackson State qualified graduate program; and

. “(Q) any professional or graduate institution or program that meets the
requirecments of this section.";

(D) in subsection (f)--
(i) in paragraph (2)--

(T) in the maner before subparagraph (A), by iserting “but not
10 exceed 319,606,000" afier “$12,000,000"; and

(T) in subparegraph (B), by striking out “(e)(1).” 8t the end
tiercol and inserting in lieu thereof “(c)(1); and”; and

(u) by adding a new paragreph (3) al the end thereof to read as follows
“(3) any amount appropriated in excess of $19,606,000 shall be available--

“(A) for thc purposc of moking grants in equal amounts not to exceed
$500,000, to institutions or programs described in pmg:aph (Q) of subsection (e)(1); and
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“(B) secondly for the purpose of making grants to instituions or programs
described in subparagraphs (A) through (Q) of subsection (e)(1)."”;

(12) by amending part Cto read as follows--

“PART C -- HISTORICALLY BLACK COLLEGF. AND INTVERSITY CAPITAL
FINANCING

“FINDINGS
“SEC. 331.The Congress finds that—
: (1) & significant part of the Federy uission in education has been 1o attain equal | 2
opportunity in higher education for low-income, educationally disadvantaged Am'ericaAﬁ'ican

Americans;

“(2) the Nation's historically Black colleges and universities have played 3 prornincnt/

“(3) the academic and residentizl facilities on the campuses of all historically Black ¥¢"vcvac
colleges ang universities have suffered fom neglect ur defCired maintenance and are in noed of capital

improvements in order to provide appropriate settings for learning and social development through b__r .
h.lghCT education; : fne ZM)&W
| sklls
“(4) due 1o their small enrollments, imited endowments, and other financial factors (., 1 soc(f /
normally considered by lenders In construction financing. lusiorically Black colleges and universitios . Ak
lack access to the sources of funding necessary 10 undertake the necessary capital improvements F et
through borrowing and bond financing; _ 5 & //‘y

“(5) despite their track record of long-standing and remarkable institutional longevity
and viabibty, historically Black colleges and universities lack the finwiciul 1csvurces necessary to gain Q‘,\\ —
access 10 traditional sources of capital financing, such es bank loans and bond financing, and

“(6) Federal assistance to facilitate low-cost capitakhasis/for historically Black colleges

and universities will enable such colleges and universities to continue and expand their educational
mission and enhance their significant role in American higher educution.

“DEFINITIONS

“SEC. 332. For the purposes of this part:
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*(1) The term “eligible institution” means a “part R institution” as that term is defined
in section 322(2) of the Higher Education Act of 1965.

“(2) The term “Joan” means a loan made to an eligible institution under the provislons
of this part and pursuant to an agreement with the Secretary.

“(3) The temm “qualified bond” means arry obligation issued by the designated bonding
authority at the direction of the Secretary, the net proceeds uf which are loaned to an eligible
tnstitution for the purposes described in section 333(b).

“(4) The term “funding” means any payment under this part from the Secretary 1o the
eligitle institution or its assignee in fulfillment of the insurance obligations of the Secretary pursuant
to an agreement under section 333,

“(SXA) The term “cepital project” means, subject to section 334(D), the repair, renovation,
or, in exccptional circumstances, the construction or acquisition, of--

“(1) any classroom facility, Gbrary, laboratory facility, dormitory
(including dining facilities) or other fecility customarily used by colleges and universities for
instructional or research purposes or for housing students, faculty, and staff;

“(ii)(@) facilities for administration of educational programs;

: “() maintenance, storage, or utility facilities essential to the
operation of a capital project;

") facilities designed to provide primarily outpatient care of
students and faculty;

“(IV) student centers o7 student unions; or
“(V) other essential service facilities;

“(iii) instructionel equipment, research instrumentation, and capital
equipment or fixtures related 1o facilities described in clause (i);

“(iv) any other facility, equipment or fixture that is essential to the
maintaining of accreditation of the member institution by & nationally recognizal accrediting agency
or association; and

“(v) any real property or intarest therein underdying facilities described
in clauses (1), (i), or (iv). .

.._.
Al
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“(B) The term “capital projoct” shall not include--

“'(i) any facility intended primarily for events for which admission s to
be charged to the general publi¢;

“(ii) any gymnasium or other fuciity specially designed for athletic or
recreational activities, other than for an academic course in physical education or where the Secretary
finds that the physical integration of such facilities with other “capital projeas included under this
part is required to carry nut the objectives of this part; :

“(iii) any facility uscd, or to be used, for sectarian instruction or as &
place for religious worship; or

*(iv) any facility that (although not & facility described in the preceding
clause) is used, or to be used, primarily in connection with any part of the program of a school or
deparzment of divinity.

“(6) The term “interest” includes accredited value or any other payment constituting
interest an an obligation.

“(7) The term “outstanding”, when used with respect 1o bonds, shall not include bonds
the payment of which shall have been provided for by the irrevocable deposit in trust of obligations
maturing as to principal and interest in such amounts and at such times as will ensure the availability
of suffcient moneys 10 make payments on such bonds.

‘(8) Tix term “designated bonding suthority” means the private, for-profit corporation
selected by the Secreary for the purpose of issuing taxable construction bonds in furtherance of the
purposes of this part.

“(9) The term “Advisory Board™ means the Advisory Board established by section 337
of this part.

FEDERAL INSURANCE FOR BONDS

“SEC. 333. (a) GENERAL RULE,--Subject to the limitations in section 334, the Secretary
Is authorized 10 enter into inswaice agreements to provide financial insurunce 1o guarantee the full

. payment of principal and interest on qualified bonds upon the conditions set forth in subsections (b),

(c), and (d).
“(b) RESPONSIBILITIES OF THE DESIGNATED BONDING AUTHORITY.~The

Secretary may nol e bt an bsurance agreement desonibed In subsootion (a) unless the Secretary

designates a qualified bonding authority and the designsted bonding authority agrees in such
agreement to--
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“(1) usc the proceeds of the qualified bonds, less costs of issuance not tn exceed 2
percent of the principal amount thereof, 1o meke loans to eligible institutions or for depoait into an
escrow account for repsyment of the bonds,

“(2) provide in each loan agreement with respect 10 a Joan that not less than 95 percent
of the proveeds of the loan will be uscd--

“(A) to finance the repair, renovation, and, in exceptional cases,
eonstruction ar acquisition, of a capital project;

“(B) to refinance an odligation the proceeds of which were used 1o financa the
repair, renovation, 8nd, in exceptional cases, construction or acquisition, of a capital project;

“(3XA) charge such interest on loans, and provide for such a schedule of repayments
of loans, as will, upon the timely repayment of the loans, provide adequate and timely funds for the
payment vl pruicipal and interest on the bonds; and

“(B) require that any payment on & loan expected 1o be necessary (o make a
payment of principal and interest on the bonds be due not less than 60 days prior to the date of the
payment on the bonds for which such loan psyment is expected to be needed;

“(4) prior 10 the making of any loan, provide for a credit review of the institution
receiving the loan and assure the Secretary that, on the basis of such credit review, it is reasonable
to anticipate that the institution receiving the loan wilt be able to repay the loan in 2 timely manner
pursuant to the terms thereof;

“(5) provide in each loan agreement with respect to a loan that, if a delinquency on
such Joan results in 8 funding under the insurance agreement, the institution obligated on such Juun
shall repay the Secretary, upon terms to be determined by the Secretary, for such funding;

“(0) assign any loans to the Sccrewary, upon the demand of the Secretary, if a
delinquency on such loan has required & funding under the insurance agreement;

*(7) in the event of & delinquency on s loan, éngage in such collection efforts as the
Secretary shall require for a period of not less than 45 deys prior to requesting a funding under the
Insurunce ugl ceincnt;

“(8) establish an cscrow account—~

“(A) into which each eligible institution shall deposit 10 percent of the
procesds of any loan made under this part; and

“(B) the balance of which— !

10
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(1) shall be uvailable to the Secrctary to poy principal and interast on
the bonds in the event of delinquency in loan repayment; and

(i) when all bonds under this part are retired or canceled, shall be
divided among the eligible institutions making deposits into such account on the basis of the amount
- of each such Institution’s deposit,

“(9) provide in each Joan agrezment with respect 10 @ loan that, if @ delinquency oo
such loan results in amounts being withdrawn from the escrow account to pay principal and interest
on bonds, subsequent payments on such loan shall be available to replenish such escrow account;

*(10) comply with limitations set forth in section 334 of this part; and

“(11) make loans only to eligible institutions under this part in sccordance with
regulations prescribed by the Secretary to ensure that loans are fairly allocated among as many eligible
institutions as possible, consistent with making loans of amounts that will permit capital projects of
sufficient size and scopc to significently contribute to the educational program of the eligible
institutions.

“(c ) ADDITIONAL AGREEMENT PROVISIONS —~Any insurance agreement described

in subsection (a) of this section shiall pruvide as follows:

“(1) The paymcnt of principal and interest on bonds shall be insured by the Secretary
unti! such time as such bonds have hean retired or canceled.

“(2) The Federd lbility for delinquencies and defeuht for bonds guarantead under this
part shall only become effective upon the exhaustion of all the funds held in the escrow account
described in subsection (bX(8).

“(3) The Secretary shall create & letter of credit authorizing the Department of the
Treasury to disburse funds to the designated bonding authonty or its assignee.

“(4) The letter of credit shall be drawn vpon in the amoumt determined by paragraph
(5) of this subsaction upon the certification of the designated bonding suthority to the Secretary or
the Secretary's designee that there is & delinquency on 1 or more loans and there arc insufficient funds
svailable from loan repayments and the exauw aceount to make a scheduled poyment of pringipal and
interest on the bonds.

“(5) Upon receipt by the Secretary or the Secretary’'s designee of the certification
described in paragraph (4) of this subsection, the designated bonding authority may draw a funding
under the letier of credit in an amount eyual w--

“(A) the amount required to make the next scheduled payment of pﬁnclpa] end

1
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interest on the bonds, less

“(B) the amount available to the designated bonding authority from loun
repayments and the earmw account. :

“(6) All funds provided undcr the letter of credit shall be paid to the designated
bonding authority within 2 business days following receipt of the certification described in paragreph
(4).

“(d) FULL FALTH AND CREDIT PROVISIONS —Subject to section 333(cX1), the fullfaith
and credit of the Unilcd States is pledged to the peyment of all funds which may be requisred to be
paid under the provisions of this section.

“(e) BOND SALES ~Notwithsianding any other provision of law, qualified bonds guaranteed
under this part may be sold to any party that offers terms that the Sccretary determines in his
discretion are in the best interests of the cligible institution.

“LIMITATIONS ON FEDERAL INSURANCE FOR BONDS ISSUED BY THE
DESIGNATED BONDING AUTHORITY

“SEC. 334. (8) LDMIT ON AMQUNT -{1) At no time shall the 3ggregate principal amaunt
of outstanding bonds insured under this part together with any accrued unpaid interest thereon exceed

$375,000,000, of which—

“(A) not more than $250,000,000 shall be used for loans to eligible instirutions
that are privatc hisiorically Black colleges and universities; and

“(B) not more than $125,000,000 shall be used for loans 10 ¢ligible institutions
which are historically Black public colleges and universities.

*(2) Fu: purposes of parsgraphs (1}(A) and (B), Lincoln University of Penngylvania
is an historically Black public institution No institution of higher education that has received
assistance under section 8 of the Act of March 2, 1867 (20 U.S.C. 123) shall be eligible 1o receive
assistance under this part.

“(0) LRMITATION ON CREDIT AUTHORITY --The suthority of the Secretary to issue
Jetters of credit and insurance under this part is effective only to the extent provided in advance by
appropriations Acts.

“(¢ ) RELIGIOUS ACTIVITY PROHIBITION,~No loan may be made under this pant for

any oducational progsain, activity or service rclated to sectarian instruction or religious worship or
provided by a school or department of divinity or to an institution in which a substantial portion of
its functions is subsumed in a religious mission.

12
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“(d) RISCRIVINATION PROHIBITION.~No loan may be made to an institution under this
pant if the institution discriminates on account of race, color, religion, national origin, s¢x (to the
extent provided in title IX of the Education Amendments of 1972), age, or disabling condition; except
that the prohibrtion with respect to religian shall not apply to an institution which is controlled by or
which is closely identified with the tenets of & particular religious organization if the application of
this section would not be consistent with the religious tenets of such organization.

“AUTHORITY OF THE SECRETARY

“SEC. 335. In the performance of, and with respect to, the functions vested in the Sécreuuy
by this part, the Secrelary-

*(1) may sue and be sued in any court of record of'a State having generel jurisdiction
or in any district court of the United Statex, and such district courts shall have jurisdiction of civil
actions arising under this part without regard to the amount in controversy, &nd eny action instituted
under this section by or against the Sectelan y shall survive notwithstanding any change in the person
occupying the office of the Secretary or any vacancy in such office;

“(2XA) may foreclose on any property and Bld for and purchase at any foreclosure,
or any other sale, any property in connection with which thc Secretary has been assigned a loan
pursuant to this part; and

“(B) in the event of such an acquisition, notwithstanding any other provisions
of law relating to the acquisition, handling, or disposal of real property by the United States,
complete, adminjster, remodel and convert, dispose of, lease, and otherwise deal with, such property,
excep! that— :

“(i) such ection shall not preclude eny other action by the Secretary to
recover sny deficiency in the emount of 2 loan assigned to the Secretary; and

“(i) any such acquisition of real property shall not deprive any State
or political subdivision thereof of fts civil or viininal jurisdiction in and over such property or impair
the ¢ivil ights under the State or local laws of the inhabitams on such property;

“(3) may sell, exchange, or leuc real or personal propenty and securities or
obligations; and

“(4) may include in any contract such other covenants, conditions, or provisions
necessary to ansure that the purposes of this part will be achieved.

“HBCU CAPITAL FINANCING ADVISORY BOARD

“SEC. 336. (a) ESTABLISHMENT W-vﬁﬂe is established vmhm the
Department of Education, the Historically Black College and Universities Capital Financing Advisory

13
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Board (herolnafter in this part referred to as the “Advisory Board™) which shall provide advice and
counsal t0 the Secretary and the designated bonding authority as to the most effective and efficient
means of implementing construction financing on Affican American colleye campuses, and advisc the
Congress nf the United States regarding the progress made in implementing this part. The Advisory
Board shall meet with the Secretary at least twice each year to advise him as 10 the capital needs of

.4.
-—1
L ]

historically Black colleges and universities, how those needs can be met through the program

authorized by this part, and what additional steps might be taken to improve the operation and
implementation of the construction financing program.

“(b) BOARD MEMBERSHIP.~(1) COMPQSITION -The Advisory Board shall be
appuinted by the Sccretary and shall be composad of 9 members as follows:

“(A) The Secretary or the Sccretary’s designes.

“(B) Thvee members who are presidents of private historically Black colleges

and urgversitics.

“(C) Two members who are presidents of public histurically Black colleges and
universities

(D) The prosident of the United Negro College Fund, Tnc.

“(E) The president of the Natlonal Association {1 Equal Opporunity in
Higher Education.

. “(F) The executive director of the White House Inttiative on historically Black
colleges and universities.

“(2) IERMS ~The term of office of cach member appointed under paragraphs (1)}(B)
and (1)(C) shall be 3 years, except that--

“(A) of the members first appointed pursuant to paragraphs (1)(B) and (1XC),
2 shall be appointed for terms of } year, and 3 shall be appolnied for terms of 2 yews.

“(B) members appointed to fill a vacancy occurring before the expiration of
a tertn of a member shall be appointed to serve the remainder of that term; and

“(C ) a member may continug to serve after the expirarion of a Leim until &
successor s appointed.

“MINORITY BUSINESS ENTERPRISE UTILIZATION.

“SEC. 337. To the ch in the' implementation of the purpuses ol this part,
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minorly business persuns, including bond underwriters and credit enhancers, bond councel,
marketers, accountants, advisors, construction contractors, and managers should be utilized.

“CONTINUATION OF INSTITUTIONAL AWARDS UNDER THE ENDOWMENT
CHALLENGE GRANTS PROGRAM

“SEC. 338. The Secretary shall, as appropriate, continue to monitor awards 1o recipients
under part C, the Endowment Challenge Grants program, of this title as it was in effect privr (o the
enactment of the Higher Fducation Act Amendments Act of 1997.7; .

(13) in section 351, by adding 8 new subsection (e) to read as follows:

“(e) LIMITATION ON MULTIPLE GRANTS, ~Any institution, that is otherwise eligible
to recaive & grant under ane. or mare of parts A, B, D, or E, may not be funded under more than one
of those parts in any fiscal year.”;

(14) in section 352
(A) in subsection (a)~
(i) in paragraph (5), at the end thereof, by eiriking out “or™;
(ii) by redesignating paragraph (6) as paragraph (7); and

(iii) by inserting sfter parsgraph (S) a new paragraph (6) to read as
follows:

"(6) that is a tnbally controlled community college as defined in the Tribally Controlled
Community College Act af 1978, as amended; or’”;

(B) s subsection (b)es
(1) by inserting “(A)"” after the paragraph designation “(1)"; and

(ii) by inserting at the end of .paragraph (1XA) @ new paragraph (B)
10 read as follows: : '

“(B) In making a wajiver determination under subparagraph (A), the Secretary
may consider one or more of the following factors as distorting &n institution's educational and
general expenditures per full-time equivalent undergraduate student:

“(1) low student enroliment.

15
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“(ii) the location of the institution in an unusually high cost-of-living

“(i1) high energy costs.

“(iv) an increasc in State funding that was part of 8 desegregation plan
for higher education.

“(v) the operation of high cost professional schools such as medical or
dental schools; and

“(vi) the institution’s status as a tribally controlled community
college.”;

(15) in section 356--
(A) by amending subsection (a) to read as follows:

“(a) ASSISTANCE ELIGIBILITY --Each institution that the Secretary determines to be an
Instirution eligible to receive a grant under either parts A, B, D, and E of this title may be eligidle for
walvers in agcordance with subsection (b).”,

(16) in section 360~
(A) by amending subsection (a) to read as follows—

“(a) AUTHORIZATIONS ~—(1) There are authorized to be appropriated $80,000,000 for
fiscal year 1999 and such sums a5 may be necessary for each of the four succceding fiscal years 1o
carry out part A,

“(2) There arc authorized to be appropriated $130,000,000 for fiscal year 1999 and
such sums as may be necessary for each of the four succeeding fiscal years to carry out part B.

“(3) There are authorized to be appropriated such sums as may be necessary for each
of fiscal years 1998 through 2002 to carry out pert C.”;

“(4) There are authorized to be appropriated $24,000,000 for fiscal year 1999 and
such sums as may be necessary for each of the four succeeding to varty out part D.

“(5) There are authorized to be appropriated $5,000,000 in fiscal year 1999 and such
sums s 1iay be necessary for cach of the four succeeding to carry out part E.

“(6) There are authorized to be appropriated $10,000,000 for fiscal ycar 1999 and

16
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such sums ws may be necessary for cach of the four succeeding to carry out part F.”; and

(B) by adding a new subsection (f) 10 read as follows:

“() ADMINISTRATIVE RESERVATION§-<1) In any fiscal year beginning after
Septanbe 30, 1998, from the amounts oppropriated for each part under thit title, the Secretary may
use no more than one and one half percent of such amounts to obtain qualified readers and staff to
revicw applications, to increase the level of oversight and monitoring, and to provide technical

assigance to potential applicants and current grantees.

“(2) In any fiscal ycar beginning after September 30, 1998, from the amounts
approprieted under this title, the Secretary may use no more than one half of one percent of such
amounts 10 support Impact studies.”;

(17) in part D--
(A) by redesignating part D as part G; and

(B) by redesignating sections 351 through 360 gs sections 381 through 390
respectively, :

(18) by adding new parts D, E, and F to read as follows:

"PART D-STRENGTHENING HISPANIC-SERVING INSTITUTIONS

“FINDINGS, PURPOSE
“SEC. 351. (a) FINDINGS .--The Congress finds that:

“ (1) Currently, educational attainment for many Hispanic Americans is (very fow.
spaucs are the most under-cducatod group in the U.S.\ Hispanics, compared 1o ather groups, enter
school later and leave it earlier. Faspanics are less ikely to complete high school or to enter of
complete college. Currently, Hispamcs have one of the lowest college enroliment rutes uf any ethnic

group. : 1
Q&W'Z}
“(2) 1Lspanic student enrollment and graduation rates are not keeping pace with the

Hispanic American presence in the general population nor with the available pool of Hispanic high
school graduates.

“(3) In 1994 there were 30 million Hispanic Americans living in the Continenta) U.S.
By Wic year 2000, 1Dspanic children will make up the greatest proportion of minority children under
the age of 18. By the year 2010, Hispanic Americans will be the largest minority group i the United
States (over 40.5 million, 13.5 percent of the population). By the year 2030, the Buieau of Census

17
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projects that Hispanic students age S-18 will number almast 16 million (28 percent of the total schoo)
population). Projections for the year 2050 predict that Hispanic Americans will comprise 25 percent

of the total populstion of this country, and will therefore be the largest population group tn the

Nation.
“(4) One-third of all Hispanic American students in highor education are envolled in
lexs than 189 two-and four-year institutions of higher education in the United States and Puerto Rico,
know &s Hispanic-serving institutions.

“(S) In 1994 about half of all Hispanic Americans enrolied in postsecondary education
were enrolled in two year community colleye.

“(6) From 1973 t0 1994, the overall number of high school graduates enrolled in &
four-year institution doubled, from 16 10 31 percant. The percentages of both whites and blacks
enrolled at those institutions also more than doubled within the same period. Black enrollment
increased from 13 to 25% and white enrollment increased from 16 10 33 percent. College-bound
Hispanics in four-year institutions, however,increased only from 13 10 20 %,

“(7) The total proportion of bachelors degrees for Hispanic Americans has risen only
slightly (from 2.8% in 1985 to 4.8% in 1995) since the 1980s, even though Hispanic student
enrollment has modestly Increased (from 4.5% ln 1984 to 7.9% in 1995).

“(8) In 1994-1995, Hispanics earned 6% of all associate degrees (earning 2.1% of the
egnculture and natural resources degrees, 3.7% of the health professions and related science degrees,
and 4.3% of the communications degress), 4.8% of all bachelor degrees (eaming 2% of the
communications technologies BA degrees, 2.7% uf thie physical scicnecs and science technologies
BA degrees, and 3.3% of the health professions and related sciences degrees), 3% of all masters
degrees (caming 2.4% of the mathematics MA degrees, 2.4% of the library science MA degrees, and
2.9% of the agriculture and natural resources degreec), and 2% of all PhDs (earning 1..2% of the
computer and information sciences Ph.Ds 1.9% of the engineering Ph.Ds, and 2.1% of the
mathematics Ph.Ds).

“(9) In October 1993, the dropout rate for Hispanic 16-24 year olds was 28 pescent,
double the rate for blacks (14%) and more than three times the rate for whites (8%) in the same
group. In 1994, the Hispanic dropout rate rose 10 30%.

“(10) Increasing enrollments of Hispani¢ and other students st these institutions have
stretched resources and challenged faculty and staff’

“(11) Steps must be taken to help Hispanic-serving institutions of higher education
increase the quality and condition of higher educativn upportunitics for their students.

*(12) Enroliment in Hispanic-serving institutions is open to all students. Therefore
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these programs beneflt students from all racial and ethnic groups.

“(b) BURPOSE .—1t is the purpose of this part to improve the academic quality, technological
cepacity, institutional management, and fiscal stabillty of eligible Hispanic-serving institutions of
higher education in order 1o strengthen their ability to meke & substandal contribution to the higher
education resources of the Nation.

“PROGRAM AUTHORIZED

“SEC. 352.(a) IN GENERAL . ~From the sums avaiable for this part under section 390(a)4)
for any fiscal year, the Secrctary moy award grants to }hspuuc-mvmg instirutions of higher
education that have an application approved under section 356 in order to assist such institution to
plan, develop, and implement activities that promise 10 surengthen the instiution.

*(b) RURATIOQN.--Grants under this part shall not exceed five years.

“(c) LIMITATIONS —Hispanic-serving institutions awarded a grant under this part, other
than under sections 355 or 384(e)(1), shall not be eligible for.another grunt under this pant for rwo
consecutive years following the completion of the last grant it received under this part.

“(J) SPECIAL CONSIDERATION --In making awards under this part the Secretary shall

gve special consideration to any Hispanic-serving institution—~

“(1) that has endowment funds (other than any endowment fund built under section
332 of this Act as in effect on September 30, 1986, and under part B) the market value of which, per
futl-time equivalent student, is Icss than the average current market value of the endowment funds,
per full-time equivalent student (other than any endowment fund built under section 332 of this Act
a5 in effect on Septembder 30, 1986, and under part B) at similar institutions, and

“(2) that has expenditures, per full-time equivalent student, for library materials that
is less tha thic aversge of the expenditures for library materials, per full-time equivalent student, by
other similarly situated institutions.

“DEFINITIONS

“SEC. 353.(a) INGENERAL —The definitions of terms in section 312(a), (c), (d), and ()
of this Act shall apply in this part, as appropriate. . —",

“(v) PROGRAM SPECIFIC DEFINITIONS, --For the purposes of this part—

“(1) the term "Hispanie-serving institution” maeans an institution of higher education
that—
“(A) is an eligible institution undér section 312(b);

.
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“(B) a! the time of wpplication, has an enrollment of undergraduate full-time
equivalent students that is at least 25 percent Hispanic students, and

“(C) provides an assirance that not less-than-S0_percent, of its Hispanic
students are Jow-income individuals who are first generation ¢ollege students,

e

“(2) the term “first generstion college student” means-»

“(A) an individual hoth of whose parents did not complete a baccalaureate
degres; or

“(B) in the cas® of any individual who regularly resided with, and rec¢ived
suppory, from only one parent, an individual whose only such parent did not complete a baccaluureate
degrec; and .

“(3) the term “low-income individual” means un individual from 2 family whaose

taxable income for the preceding year did not exceed 150 percent of an emount equal to the poverty
level determined by using cniteria of poverty established by the Bureau of the Census.

“AUTHORIZED ACTIVITIES /

“SEC. 354. (1) Funds awarded under section 352(a) shall be used by Hispanjc-serving
institutions for one or more of the following: .

“(A) acquisition of scientific or laboratory equipment for educational purpases,
including research and §nstructional purpuses.

“(B) the renovation and improvement of classroom, library, Jaboratory, and
other instructional fagilities.

*(C) the support uf fuculty exchanges, and faculty development and faculty
fellowships to assist in attaining advanced degrees in their field of instruction.

“(D) eurnculum developmant and academic instruction.

“(E) the acquisition of libiary books, periodicals, microfilm, and other
educational matenials, '

“(F) funds and administrative management, and the acquisition of equipment
for use in strengthening funds management,

“(G) joint use of facilities such as libraries and laboratories.
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“(H) academic tutoring and counseling programs and student support services.
“(@) establishment or improvement of an endowment fund.

“(2XA) An Hispanic-serving institution may not use more than 20 percent of its grant
under this part for any fiscal year to establish or improve an endowment fund; and

*(B) In order for an Hispanic-serving institution to nze itx funds under this part
to establish or improve an endowment fund, it shell provide an institutional match, using non-Federal
funds, that is at least equal to one dollar of institutional funds for every two dollars of the grant funds.

*“ PLANNING GRANTS

“SEC. 355. The Secretary may award 8 grant under this part to an Hispanic-serving
institution for 8 period of one year tor the purpose of preparing a technulugical needs assessmont,
plan, and application for a grant under section 352(s).

“APPLICATIONS

Section 356. (a) W--Each Hispanic-serving institution desiring to reccive
assistance tmder this part shall submit an spplication in sccordance with the requirements of section
381 :

“(b) ADDITIONAL INFORMATION.--For purposes of this part, an application under

subsection (&) shall also include--

“(1) a 5-year plan for improving the assistance provided by the Hispanjc-serving
institulion to IDhspanic and other low incoms students; and

“(2) meas.u*a.ble goals for the institution's proposed activities, including & plan of how
the applicant intends to achieve those goals.

“(¢) PRIORITY ~The Sccrctary shall give prionty to applications that strengthen the
technological capabilities of Hispanic-serving institutions as determined by the Secretary.
“PART E —~STRENGTHENING TRIBAL COLLEGES AND UNIVERSITIES
“FINDINGS; PURPOSE

“SEC. 361. (a) EINDINGS, ~The Congress finds that:
*{1) Indian tribes ere domestic dependent nations under the protection of the United
States, und that as governmcnts, Indian tribes Have the suthority 1o administer educational
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institutions.

“(2) Historically, the education system in the United States has encouraged Asnerican
Indian and Alaska Native students to forgo their Native language and culture in favor of Western
language and culture, and those educational practices have been damagmg Indian students and their
communjties.

“(3) In general, American Indian and Alaska Native students have 8 lower evonomic
status than students in the Natinn as a whole; and roughly twice as many American Indian and. Alaska
Native youth live below the poverty line as youth in the general population.

“(4) In genersl, American Indian and Alaska Native youth have a Jower educational
attainment level than youth in the Netion as 8 whole, and only 8.9% of American Indian and Alaska
Native students earn a four-year hachelor’s degree or higher compared 10 20.3% tn the Nation &5 a
whole.

“(5) Tribal Colleges and Universities have been established by tribal governments 1o
make post-secondary educational opportunities available in Native American communities, including
GEDs; remedial instruction; and academic, vocational. and technical programs similar 10 those offered
by public and private colleges and universities.

*(6) Tribal Colleges and Universitics are well-suited to serve Native American
communities because they are physically located in the communities that they serve and wre atluned
10 Native languages and culnures.

“(7) Tiibal Colleges and Universities are important centers for learming Native
languages and cultures that fulfill a vitally important mission in preserving unique and valuable
information conceming Native languages and cultures.

“(8) Tribal Colleges and Universities have been hampered by & lack of adequate and
stable funding resources because, uilike Statc land grent institutions, they do not have large resource
bases to draw on, and they generally do not receive State funding. This lack of funding seriously
threatens the continued viability of some of these institutions.

“(9) Besed on the United States’ unique trust responsibility to Native Americans,
financial assistance to establish, suppuort, and strengthen the physical plante, financial mansgement,
scademic resources, and endowments of the Tribal Colleges and Universities is appropriate 10
enhance these institutions and to expand theis capacity to serve Native American students.

“(b) PURPQSE. -1t is the purpose of this part to improve the academic guality, technological
capadity, insthutiona! management, and flscal stability of cligible Tribal Colleges and Universities in
order to strengthen their ebility to make a substantial contribution 10 the higher education resources
of the Nation.
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“PROGRAM AUTHORIZED

"SEC. 362.(a) IN GENERAL ~From the swits availsble for this part under section 390(a){6)
for any fiscal year, the Secretary may award grants to Tribal Colleges and Universities that have an
application approved under section 381 in order 1o assist such institutions plan, develop, and
implemont activities that promise Lo strengthen the ingtitution. ' :

“(b) RURATION, —-Grants under this part shiall not exce<d Sve years.

“(c) ELIGIBILITY.—To be digible to receive assistancs under this part, a 1'ribal Coilege or
University must--

*(1) be an eligible institution undel secdion 312(b); and
“(2) meets the definition of Tribal College or University under section 363(3).

“(d) LIMITATIONS —A Tribal College or Univérsity awarded a grant under this part, other
than under sections 374 or 384(a)(1), shaull nut Le eligible for another grant under this part for two
consecutive years following the completion of the last grant it received under this pan..

“(e) SPECIAL CONSIDERATIONS —In making awards under this part, the Secretary shall

give special consideration to aay Tribal College or University—

*(1) that has endowment funds (other than any endowment fund built under section
332 of this Act as in eect on September 30, 1986, and under part B) the market value of which, per
full-time equivalant student, is less than the average current market value of the endowment funds,
per full-time equivalent student (other than any endowment fund built under section 332 of this Act
as in effect on September 30, 1986, and under pw! B) at sinular institutions; and

“(2) that has expenditures, per full-time equivalent student, for library materials that

is less than the average of the expenditures for Lbrary materials, per full-time equivalent student, by

other similarly situated institutions.
“DEFINITIONS
“SEC. 363. For the purposes of this part—

(1) The term “Indlan™ means a person \;Vho is yember of an Indian tribe as definod
herein;

“(2) The term Indian tribe means any Indian or Alaska Native tribe, band, nation.
pueblo, village or community that the Secretary of the Interior acknowledges to exist s an Indian
tnbe under the rederally Recognized Indian Tribe List Act, 25 U.S.C. 4792,
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“(3) The tery “Tribal College and University” means an institution--

“(A) cited in section $32 of the Equily in Educational Land-Grant Stalus Act
of 1994 (7 U.S.C. 301 note);

“(B) any other institution that gualifies for funding under the Tribally
Controlled Community College Assistance Act of 1978 (25 U.S.C. 1801 et eq.); or

“(C) that is 8 Navajo Community College, authorized in the Navajo
Community College Assistance Act of 1978 (25 U.S.C. 640z note); and

*“(4) The term “institution of higher education” means an institution of higher
education as defined by section 1201(a) of this Act.
“AUTIIORIZED ACTIVITIES

“SEC. 364. (1) Grants under this part shall be used by Tribal Colieges and Universities for
one or more of the following:

“(A) the acquisition of scicntific or laboratory equipment for edncational
purposes, including research and instructional purposes.

“(R) the renovition and improvement in classroom, library, laboratory, and
other instructional facilities.

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

“(D) curriculum development and academic instruction .

“(E) the ecquisition of librery books, periodicals, microfim, and other
educational matenals. .

“(F) funds and administrative management, and acquisition of equipment for
use in strengthening funds manugement. .

“(G) joint use of facilities such &s libraries and laboratories.
“(H) academic tutoring and counseling programs and student support sarvices.

“(I) investing in the technological mmprovement of the institution’s
administration of funds made available to students under titie IV of the Act;
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“(@) the establishmedit or improvement of an endowment fund.

“(2XA) 8 Tribal College or University may not use more than 20 percent of ity grant
undcr this part for any fiscal year 1o estahlish or improve an endowment fund.

“(B) In order fur 8 Tribal College or University to use its funds undes this part
to establish or improve an endowment fund, it shall provide an institutional match, using non-Federal
funds, that is at least equal to one dollar of institutional funds for every two dollars of the grant funds.

“PLANNING GRANTS

“SEC. 365. The Secretary may award & grant under this part to 8 Tribal College or University
for a period of one year for the purpose of prepasing 8 technological needs assessment, plas, and
application for s grant under section 362(a).

“APFLICATIONS

Section 366. (8) APPLICATIONS --Each Tribal College or University desiring to revoive
assistance under this part shall cuhmit an application to the Secretary in accordance with the

requirements of section 381.

“(b) ADDITIONAL INFORMATION --For purposes of this part, an application under

subsection (a) shall also include--

“(1) 8 S-ycar plan for improving the assistance provided by the Tribal College or
Uruversity to Indian students; and

*(2) measurable goals for the institution's proposed activities, including a plan of how
the applicant intends to achieve thore goals.

“(c) PRIQRITY.~The Secretary shall give priority 1o applications that strengthen the
technological capabilities of Tribal Colleges and Universities &8s determined by the Secretary.

“‘PART F-MINORITY SCIENCE AND ENGINEERING IMPROVEMENT PROGRAMS
“PURPOSE, PROGRAM AUTHORIZATION
“SEC. 371. (a) PUURPOSE It ir the purpose of Lh.ls part to continue the authority of the
Department 1o operate the Minority Institutions Science Improvement Program created under section

3(ax 1) of the Nauonal! Sclence Foundulivn Act of 1950 and transferred 10 the Department by section
304(a)(1) of the Department of Education Organization Act.
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“(0) PROGRAM AUTHORIZED, ~The Secretary shall, in accordance with the provisions
of this part, carry out a program of making grants to institutions of higher education that are designed
1o effect long-range improvement in science and engineering education at predominandy minority
institutions and to increase the participation of underrepresented ethmc minorities, particularly
minority women, in sclentific and technological carecrs.

“GRANT RECIPIENT SELECTION

“SEC. 372.(a) ESTARLISHMENT OF CRITERIA ~Grants under this part shall be awarded
on the basis of criteria established by the Secretary by regulations.

“(b) PRIQRITIES.--The Secretary shall give priority to epplicants that have not previously
recgived funding from the Minority Institutions Science Lmprovement Program and 10 previous
grantees with & proven record of success, as well as 1o applications that contribute to achieving
balance among projects with respect 1o geographic region, academic discipline, and project type.

“(¢) CRITERIA —In establishing criteria under subsection (8), the Secretary mey consider the
following selection criteria in making grants:

“(1) plan of operation.

“(2) quality of key personnel.

“(3) budget and cost effectivencess.

“(4) evalualion plan.

“(5) adequacy of resources.

“(6) identification of need for the project.

“(7) potential institutional impact of the project.

“(8) intitutional commitment 1o the project.

“(9) expected outcones.

“(10) scientific and educational value of the proposed project.
“USE OF FUNDS

“SEC. 373.(a) TYPES OF GRANTS ~Funds under this pert may be made available as--
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“(1) instirutional grante (as defined in section 1045(6));
“(2) cooperative grants (3 defned In section 1046(7));
“(3) design projects (as defined in section 1046(8)); or
“(4) special projects (as defined in section 1046(9).

“(b) AUTHORIZED USES FQR EACH TYPE QF GRANT ~(1) The authorized uses of
funds made available as institutional grants include (but are not limited to)--

“(A) feculty development programs; and
*“(B) development of curmiculum materials.

“(2) The authorized uses of funds made availahle as cooperative grants include (but
are not limited to)--

“(A) assisting institutions in sharing facilities and personnel;

“(B) disseminating information abont established progrems in science and
engineering;

“(C) supponing cooperative efforts to sirengthen the institution’s science and
engineering programs; and :

“(D) camying out a combinztion of any of the activities in subperagraphs (A)
through (C). ‘

“(3)(A) The authorized uses of funds made available &s design projects include (but
arc not limited to)--

“(1) developing planning; management, and evalustion systems, and

(ii) developing plans for initiating scientific research and for improving
institutions’ capabilities for such activities.

~(B} Funds used for design project grants may nut be used to pay more than
50 percent of the salariss during any scademic year of faculty members involved in the project.

“(4) The authorized uses of funds made available as special projects include (but are not

limited t0)- ,
“(A) advanced science seminars; °
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“(B) science faculty workshops and conferences;

*(C) faculty training to develop specific science research or education skills;
“(D) research in science edueation,

“(E) programs fLr visiting scienusts,

“(F) preparation of films or audio-visual matenials in science,

“(G) development of leaming experiences in science beyond those nonmally
available to minority undei giaduate students;

* “(H) development of pre-college enrichment activities in science; and

“() any other activities designed to address specific barriers to the entry of
minorities into science.”.

SEC. —. Titles VII and X of the Act are reptaled.

HWH
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The Title ITI programs directly relste to the Department’s support of access to postsecondary
education as well es high standards end high achievement because these programs enable the
improvement and expansion of an institution’s eapacity to provide educational opportunities for
large numbers of needy and underrepresented students. The Department is proposing the
following changes to Tite IT as part of the reauthurizaton.

leMlr ization

The revised Title I structure will be as follows:
Part A: Strengthening Institutions program
Part B: Historically Black Colleges and Universities (HBCU) program
Part C: HBCU Capital Financing program
Part D: Strengthening Hispanic Serving Institutions (HSI) program
Part E: Strengthening 1ribal Colleges and Universides (TCU) Program
Pert F: Minority Science Improvement Program (MSIP)
Part G: General Provisions

> New technology initiative

This new initiative focuses on improving the educstional capacity of institutions participating in
the Institutional Aid programs by giving priority to those applications that focus on integrating the
use of technology and enlancing the iastitution’s technological capacity in their activiues. An -
authorizad activity also has been added to encourage institutions to invest in the improvement of
their administration of funds made svailable to students pursuant to Title IV of the HEA.

v Endowment funds
Eliminate the Endowment Challenge Grants program and allow institutions participating in each of
the Tnrtitutional Aid programs the option of using a portion (up to 20 percent) of their awards to
establish or expand an endowment fund. Institutions would be required 10 match the federal funds
used for this purpose — at least equal to one dollar of institutiona) funds for every two dollars of
the grant funds -- with nonfederal funds.

est i .
> Move the Hispanic Serving Institutions (HSI) Program from Part A to a new part
Move the HSI program into a separate part to be consistent with having a separate pat {or the
Historically Black Colleges and Universities (HBCU) program and our proposal 10 have a separate
part for Strengthening Tribal Colleges and Universities (TCU). The Surengthening HSI program
currently exists under Title II1 Part A: Sec. 316,

In addinon, revise the definition of an HSI by eliminating the two low-income and firsi-gencration
criteria. To be an eligible Title ITI institution, sec. 312(b) already requires the enrollment of needy
students. This change will lessen the data collection burden on eligible institutions but have 8
ncgligible effest on the number of eligible ingtitutions. -

Eliminate the current priority of a collaborative arrangement with & loca! educational agency (u
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create more consistency between the HSI program and the other Strengthening Institution
programs, which do not have this requirement.

v Incorporate the Minority Science Improvement Program (MSIP) and Historically
Black Colleges and Universities (HBCU) Capital Financing Program inco Tide Il as
separale parts

Since both programs also serve to strengthen institutions and are targeted to the institutions most

served by the other programs in Title IL, this incorporation will move the two programe, with

minimal changes, to where they most appropriately fit within the HEA. .

New part

> Create a new Strengthening Tribal Colleges and Universities (TCU) program

In recognition of the important role Tribal Colleges and Universities (TCU) have in educating -
Amarican Indian and other low-income students, the Department has proposed legisiation creating
2 new institutional development program. The purpose of this program is to improve, strengthen
and expand the insutution’s cupacity to serve American Indian and other low-income students.

The Department intends to increase the suppon to institutions that serve large numbers vl Nalive
American and Alaska Natives, Recent resesrch has shown thet Native Americans and Alaska
Natives require sdditional assistance and focus to address their postsecondary education
attendance and attainment. A recent Carnegie Report also asserts Tribal Colleges heve been
neglected, unrecognized, and under funded by both the Federal Government and the private
sector. .

Increa ndi .

The institutional development programs would have &n increased allocation of about $275 million
-- nearly $70 million more than the President’s FY 1998 budget request. This authorization level
reflects the Department’s increased commitment to capacity-building for nstitutions that sarve
Jarge numbers of nccdy and underrepresented students. The follnwing section provides a table and
& brief description of the fiscal yea.r 1998 and 1999 budget requests for the Title 11 Institutional
Aid programs.
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~ (ln thousands of dolare) FY1998* FY1999¢

Ald for Institutional Developruent;

Strengtbening Institutions [Part A) $ 83,450 $ 80,000
- Strengthening Hispanic-serving Institutions 12,000 24,000

(BSIs) [Pant A: Sec. 316)/]proposed Part D]

Strengtbeaing Historically DlackColleges and 113,000 130,000

Universities (HBCUs) [Part B: Sec. 323]

Strengthening Historjcally Black Graduate 19,606 26,000

Institutions (HBGUs) [Part B: Sec. 326]

Strengthening Tribal Colleges & 0 $,000

Universides (TCUs) {proposed Pan E]

Minority Science Improvement Program §,28S 10,000

(MSIP) [proposed Part F] . _

Total Title T program: :$205,311 $275,000

*President’s proposed budget

Strengthening Institutioms: The authorization level requested for the Strengthening Institutions
Program is $80 million. This request would provide the necescary funds for continuing multi-year
grants to approximately 108 institutions ($36 million) and funds for sbout 70 new awards. This
authonzation level is an increase of $24.4 million (44 perccnt) over the President’s FY 1998

budget request.

Strecogthening Hispanic-serving Institutions (BSIs): The autharization level requested for the
Strengthening Hispanic-serving Institutions program is $24 million This funding would provide
support for approximately 70 (52 percemt) of the 130 inslitutions eligible to compcte for the
program. This authorization level is an increase of $12 million (100 percent) over the President’s
1998 budget request.

Strengthening Historically Black Colleges and Universities (HBCUs): The authorization level
requested tor Strengthening HBCUs is $130 million. This Jevel of funding would support an
average award of $1.3 million — an increase of $173,000 from the 1998 estimated level -- and
reflects an increase of $17 million (15 percent) over the President’s 1998 budget request.

Strengthening Historically Black Graduate Institutions (HBGIs): The authonization level
requesied for this program is $26 million. Tnis Jevel would support wi average award $1.4 million
- an increase of about $143,000 from FY 1998 — and is &n overall increase of $6 4 million (33
percent) over the President’s 1998 budget request.

Tribal Colleges and Universities (TCUs): The suthorization level requested is $$ million to
support compelitive grants averaging $350,000 1o gbout 14 (48 percent) of the 29 TCUs in the
United States.

Mipority Scicnce Improvement (MSIP): The authorization level requested for MSIP is $10
million. This level is an increase of nearly 50 percent over the President’s FY 1998 budget request
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and would support the participation of about 110 minority-serving institutions. This level would
glso provide support for a new initiative in MSIP -« a Faculty and Student Exchange Program --
between minority-serving institutions and among other institutions. This initiative eould
significantly improve the ecademic prepamjon, career experience, and mentoring ot‘ minority
students for graduate studies,
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