State-Based Servicing and Outreach

Section 456(a) of the Higher Education Act is amended by adding the following as new
paragraphs (3) and (4) and re-designating the existing paragraph (3) as paragraph (5):

(3) ALLOCATION OF SERVICING RIGHTS

Notwithstanding other provisions of this section, the Department shaEi ‘contract wath
eligible not-for-profit servicers to service accounts of borrowers recelvmg Toans under
this part.

The Department shall contract with such eligible not-for-profit servicersto service loans
made to students (or to parents on behalf of such stuzients) attending an eligible
institution located within the state that is the eligible nofafor-prof' t servicer’s principal
place of business, provided the eligible not-for-pro&fi‘srso« ser meets standards for
servicing federal assets and enters into an agreemen 0 service the loans at a market-
based rate, commensurate with its area of : rwce as determlned by the Secretary.

At a minimum (“base annual allocation®; the | yaﬂment shall allocate to each such
eligible not-for-profit servicer on an annual basis th% servicing rights for the accounts of
the lesser of 100,000 borrowers, or “allof th w borrowers attending eligible institutions
located within the state. Additional | availabl servicing rights for loans made under this
part to students (or to parents on ch students) attending an eligible institution
located within the state bey ’,the base annual allocation shall be awarded to the
eligible not-for-profit servrc ased upon its performance along a range of criteria that
includes customer service:an default and delinquency prevention measures.

In states that-are principal place of business of more than one eligible not-for-profit
servicer, each eligible not-for-profit servicer with an agreement under this section shall
receive on an annual basis servicing rights for the lesser of: a. 100,000 borrower
accounts or; b..an equal share of all new borrower accounts generated within the state
such that the total'shares allocated among the state’s eligible not-for-profit servicers is
equal to 100-percent of the new borrower accounts generated in that state.

Serial loans of borrowers shall be treated as part of a single borrower account for the
purpose of allocating servicing rights for borrower accounts under this section.

An eligible not-for-profit servicer that receives a base annual allocation pursuant to this
section shall be an eligible servicer for additional borrower accounts outside of the state
that is its principal place of business, notwithstanding any additional criteria or
qualifications that may be required for any other servicer by the Secretary or any other
person.



(4) ELIGIBLE NOT-FOR-PROFIT SERVICER

The term “eligible not-for-profit servicer” means an entity that on the date of enactment is
either:

A. An eligible not-for-profit holder, as defined under Section 435(p)(1)(A), (B) or (C) of
Part B of this Act; or

B. The sole beneficial owner of a loan whose special allowance rate is calculated under
section 438(b)(2)(1)(vi)(Il) because the loan is held by an eligible lender trustee that is an
eligible not-for-profit holder as defined under Section 435(p)(1)(D) of this A , or

C. An affiliated entity of either (A) or (B) above that is not subject to for-profit
or control.

Part G of Title IV of the Higher Education Act is amended by add/ng th followmg
section: -

Section 485F. COLLEGE OUTREACH SERV!CE?:\i

(a) IN GENERAL - In each state that ls“»‘the,pnncnpal place of business of one or
more eligible not-for-profit servicers, as defined in Section 456(a)4 of this part,
the Department shall enter into an’ agreement with such eligible not-for-profit
servicers for the purpose of ‘engaging in activities relating to financial literacy,
college preparation and © Ilege access within that state.

(b) Those entities contracted wit by the Department under subsection (a) shall be
paid an annualfee e al to the greater of $10 per student enrolled in an eligible
institution within the state for the prior academic year, or $2,500,000, with such
amounts adjustad annually based on changes in the consumer price index.

(c) The Secretagy Sh}/all develop in consultation with entities contracted under
subsection (a) reasonable performance and operational standards for program
: content effectiveness and number of individuals served. The Secretary shall
monitor each program on an annual basis consistent with such standards.



