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SENATE—Tuesday May 5, 1998

The Senate met at 9:30 a.m. and was
called to order by the President pro
tempore (Mr. THURMOND).

PRAYER

The Chaplain, Dr. Lloyd John
Ogilvie, offered the following prayer:

Sovereign Lord of our Nation, You
have created each of us to know, love,
and serve You. Thanksgiving is the
memory of our hearts and the thermo-
stat of our souls, opening us to the in-
flow of Your Spirit and the realization
of even greater blessings. You have
shown us that gratitude is the parent
of all other virtues. Without gratitude,
our lives miss the greatness that you
intended and remain proud, self-cen-
tered, and small.

We begin this day with gratitude for
the gifts of life, intellect, emotion,
will, strength, fortitude, and courage.
We are privileged to live in this free
land so richly blessed by You.

But we also thank You for the prob-
lems that make us dependent on You
for guidance and strength. When we
turned to You in the past, You gave us
the leadership skills we needed. Thank
You, Lord, for taking us where we are,
with all our human weaknesses, and
using us for Your glory. May we always
be distinguished by the immensity of
our gratitude for the way You pour out
Your wisdom and vision when we call
out to You for help. We are profoundly
grateful. In the name of our Lord and
Saviour. Amen.

| ——————
RECOGNITION OF THE MAJORITY
LEADER
The PRESIDENT pro tempore. The

able majority leader, Senator LOTT of
Mississippi, is recognized.

SCHEDULE

Mr. LOTT. Mr. President, this morn-
ing the Senate will be in a period of
morning business until 10:30 a.m. Fol-
lowing morning business, the Senate
will resume consideration of H.R. 2676,
the IRS reform and restructuring bill,
for debate only, prior to the policy
luncheon recess, except for the offering
of a managers’ amendment if one is
agreed to and worked out. I have the
impression they have made good
progress in that area.

Members are encouraged to come to
the floor to debate this IRS reform bill
so the Senate can complete action as
early as possible this week. It is cer-
tainly very important legislation. A lot
of effort has been put into its develop-
ment. I know Senators do want to
make comments on it, but I hope they

will not wait until later in the week.
They have a golden opportunity this
morning and this afternoon to go ahead
and make statements they are pre-
pared to offer.

As a reminder, a rollcall vote is
scheduled this evening at 5:30 on pas-
sage of H.R. 1385, the workforce devel-
opment bill. There will be 1 hour of de-
bate prior to that, beginning at 4:30.
Any votes ordered with respect to the
IRS reform bill will be stacked to
occur following the 5:30 vote.

I thank my colleagues for their at-
tention to this. I hope we can have the
type of cooperation this week that we
received last week.

Mr. President, I do have a statement
I would like to make, but before I begin
that, let me observe the absence of a
quorum just for a moment.

The PRESIDENT pro tempore. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LOTT. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER (Mr.
HuTrcHINSON). Without objection, it is
s0 ordered.

R —

INTERNAL REVENUE SERVICE
REFORM

Mr. LOTT. Mr. President, today we
begin our second day of floor debate on
legislation to rein in the Internal Rev-
enue Service. As hearings dem-
onstrated last week, once again, the
IRS is an agency with real problems. 1
should note, again, it has a job to do. It
is not an easy job. We acknowledge
that. We also have to give credit to
those TRS employees who work hard,
do an honest job, and don't target peo-
ple for unnecessary audits or try to set
up laundering schemes, things of that
nature. A lot of IRS employees have
put their own jobs on the line and have
endured a lot of harassment because
they have said there are problems here.

We heard from a number of them last
week who came in. In fact, one lady
came in, she is chief of a division, and
complained about the slowness or inac-
tion by the Deputy Commissioner of
IRS where there has been misconduct
within the IRS. It seems when com-
plaints or problems develop and rec-
ommendations are made, they are put
in a desk somewhere, or on a desk, and
they seem to just disappear. It was an
IRS agent who came and said the Dep-
uty Commissioner is not following up
on things.

We had a panel of IRS agents who
came in and talked about the problems

they had found. IRS agents are the
ones who pointed out there had been
targeted audits of people like Senator
Howard Baker. It was three IRS agents
who were, in effect, punished or moved
because they said there is a rogue
agent here out of control doing some-
thing that is wrong and illegal. So a lot
of IRS workers are the ones who have
brought these matters to our atten-
tion.

The most compelling testimony,
though, last week, for me, involved
small businessmen who had been raided
unfairly. Some of them still, obviously,
are emotionally distraught over what
they had to endure. One of them was a
man by the name of John Colaprete.
Mr. Colaprete is a small businessman, a
restaurant owner, in Virginia Beach,
VA. He told the Senate Finance Com-
mittee how the IRS almost destroyed
his business. This morning you will get
a chance to hear his story in his own
words. I am going to read his testi-
mony because it was so compelling. I
fear a lot of Senators did not hear his
testimony, and a lot of the American
people didn't hear it, but this is just
one of the three. I know there are
many others in the country.

This is the type of thing that is being
done by the Criminal Investigation
Unit at IRS that has to be reined in.

My name is John Colaprete. I'm from Vir-
ginia Beach, and I'm in the restaurant busi-
ness.

I'm also a husband, a father, and veteran,
having served my country proudly as a U.S.
Marine Corps captain from 1965 to 1969.

I have never been in any sort of trouble
with the law, and I believe that every Amer-
ican has an obligation to pay their fair share
of income taxes.

I have never failed to meet that obligation.

I have always considered myself both pa-
triotic and a law-abiding citizen.

I will always be a law-abiding citizen. How-
ever, I feel I have literally been punished for
upholding the laws of the nation I swore an
allegiance to honor and defend.

Four years ago, I employed a bookkeeper
in my restaurant who eventually embezzled
approximately $40,000.00 from the business.
She went to prison for her crimes, but not
before turning my life, and the lives of
countless others, upside down. With the full
cooperation of the Internal Revenue Service,
this woman, a multiple felon, who already
had an outstanding warrant for her arrest,
managed not once but twice, to victimize
me, my family, partners, employees, patrons
and others in the business community who
depended upon me and my business.

This dance with the Devil began in March
of 1994, when my partner and I became aware
that we were being swindled by our book-
keeper, When we discovered substantial
shortages in our accounts, we confronted
her, and she admitted to stealing from our
business. She told us she would make res-
titution. Unfortunately, rather than make
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restitution, she sought shelter with the IRS
and told them a fantastic tale of money
laundering, gun running and drug dealing by
my partner and me.

Little did I know that the IRS would spend
less than 48 hours investigating my book-
keeper's allegations before conducting ralds
on my business, my home, and the home of
my manager.

Little did T know that the government 1
had so proudly served would accept these al-
legations to be true, despite the alarming
lack of substantiation, probable cause, or
proof of any sort whatsoever.

Little did T know that the IRS, when faced
with the outrageous claim that I had thou-
sands of pounds of cocalne stored like cord-
wood in my office, would subscribe to a pol-
fcy of Guilty Until Proven Innocent. Unfor-
tunately, in the case of the IRS, I now kKnow
this is standard operating procedure when
dealing with law-abiding taxpayers.

This wasn't a matter of an honest mistake;
in fact, a recently retired FBI agent divalged
in a deposition taken for the case that I have
pending against the IRS, that he had advised
all involved to be skeptical about the claims
of my accuser. The FBI specifically declined
to become involved, and in the words of one
of its agents, the whole story sounded like a
“Grade B movie.

On the morning that both my home and
business were raided—raids executed solely
on the word of my ex-bookkeeper—I was in a
church for the occasion of my son’s first holy
communion. Armed agents, accompanied by
drug-sniffing dogs, stormed my restaurant
during breakfast, ordered patrons out of the
restaurant and interrogated my employees.
The IRS impounded my records, my’ cash
registers, and my computers. Since the raids,
we managed to get up and running, despite
what can easily be percelved as our own gov-
ernment’s best attempts to put us out of
business.

Today, I still wonder how such a thing can
happen, but I know it does. And I'd like you
to know that for every taxpayer like me—
those who have survived armed assaults on
our businesses and our homes—there are per-
haps several thousands of taxpayers who, in
fear, lick their wounds, tally their losses,
and consider themselves lucky that the IRS
has finally left them alone, their innocence
notwithstanding. I have nothing to hide, and
I will never consider myself lucky when I
ponder the events of the last four years. As
for the taxpayers who have suffered similar
injustices at the hands of the IRS, I hear
from these people every week. They seek me
out and relate horror stories that, at one
time, would have evoked from me nothing
more than simple skepticism. I used to be-
lieve that such things could only happen in
a Communist bloc country, or a police state.
I don’t believe that anymore.

When the raid occurred at my home, the
front door was torn from the hinges. My dogs
were impounded, along with my safe and 12
vears of my personal income tax returns and
supporting documents. When that safe was
finally returned, an heirloom watch that I
had received as a gift from my father was
missing. In the aftermath of the raid, I re-
turned to find my home in shambles. It was
as if I had been burglarized, both in appear-
ance and in the sense of having been grossly
violated.

While my restaurant and my home were
being raided by armed agents of the Internal
Revenue Service, a raid was also being con-
ducted on the home of my manager.

In that raid, my manager was pulled at
gunpoint from the shower and forcibly re-
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strained while he attempted to call an attor-
ney. His teenage son was forced to the floor
at gunpoint. His daughter, 14 years old at the
time, had several friends over for a slumber
party the night before. These young girls had
to get dressed under the watchful eyes of
male agents, despite the presence of female
agents. The IRS agents stood In the doorway
to the bedroom, refusing these young girls
even a semblance of privacy.

We were never charged with any crimes.
After scrutinizing our records for four
months, the IRS returned most of them. A
rental truck pulled up in front of my busi-
ness one day, and the items that were re-
turned were basically dumped in a pile on
the street for us to sort through. I never re-
ceived an apology.

Following the raids, I could get no answers
as to why all of this oceurred. I was met with
“No comment, Mr. Colaprete,” at every turn.
Freedom of information requests were ig-
nored, ostensibly due to a backlog of such re-
quests, and despite legally mandated time
limits on such requests. Two newspapers in
Virginia Beach made repeated requests under
the Freedom of Information Act, only to
have the Justice Department thumb its nose
at those requests. When an investigative
journalist began to get to the bottom of
things, he was also subjected to the harass-
ment of the IRS, He had an opportunity to
interview Special Agent Carol Willman from
the IRS office in Norfolk, Virginia. During
that interview, Ms. Willman interrupted the
reporter's inquiries with a demand for his
Social Security number. Within the year, he
was notified that the IRS wanted to audit his
return. When a local publication reported
this, the audit was abruptly canceled. An
IRS agent stated at the time that the agency
does not retaliate against citizens through
the use of audits, but the facts would seem
to indicate otherwise.

The ex-bookkeeper, meanwhile, was kept
in protective custody by the IRS in a motel
up until the time of the raids. It is almost
unimaginable that there could be such a
level of incompetence at the IRS that they
would not only take the word of this woman
and begin any sort of investigation, but they
would shield her from the authorities who
were trying to arrest her. The woman who
the IRS was protecting and on whom they
had relied had already been convicted nu-
merous times. In fact, the outstanding crimi-
nal charge pending against her at the time
she approached the IRS was for a crime in-
volving lying and stealing. Ironically, just a
week before this woman approached the IRS,
I had specifically gone to the police and filed
a complaint against her, alleging that she
had lied, stolen and embezzled from me. In
the face of all of that, how could anyone, let
alone a supposedly trained, professional in-
spector with the IRS, accept at face value
what this woman was saying? Based on her
word, she—Carol Willman—not only com-
menced an investigation, but completely
shut down a business and turned the lives of
innocent people upside down less than 48
hours after first being introduced to the
woman. Is there such a competitive atmos-
phere within the IRS8 to add another feather
in their cap that they would ignore not only
basic Investigative techniques, but the obvi-
ous flaws in this woman's character and sim-
ply accept her at face value? It is frightening
that such a woman could have conned the
IRS into believing that her employer, de-
spite all appearances to the contrary, was a
high-level gangster and then shield her from
the law in the belief that she would lead
them to a bigger fish—like me.
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To compound the Keystone Cop mistakes
that had already been made, the IRS then al-
lowed her to leave the jurisdiction of Vir-
ginia to go to North Carolina where she was
only later sent to jall for embezzling from
three other employers in that state. On the
surface, it might appear that she acted
alone, but that just isn't so. The IRS was her
partner in crime—first, acting in concert to
destroy my life, and then allowing her to flee
the state and victimize others.

I looked for answers and was rebuffed at
every turn. I suffered a deep depression that
lasted a year. 1 was Immobilized and could
not get out of bed some days. My neighbors
shunned me. My wife, who is an artist, has
not been able to pick up a paint brush in four
years. My children were taunted at school
and told that their father was a gangster and
a drug dealer—a Mafioso. 1 raised my chil-
dren with a zero tolerance for dishonesty,
and now they must hear allegations that I
am a tax cheat. I am here to tell you that I
am none of those things.

Relatively speaking, the trauma that has
befallen me is mild, compared to what has
happened to my manager. He has suffered se-
vere depression, sought counseling from his
pastor, literally been shunned by friends and
acquaintances, and has yet to get his life
back in order. He has been ruined financially
and emotionally, with little or no hope of
ever getting his life back to where it was
prior to the raids.

I'm also here to tell you that we cannot
treat our citizens this way—not in America.
I have been repeatedly victimized over the
past four years, primarily by a government
tax agency that is funded with my tax dol-
lars. If Americans have a perception of the
IRS as the Boogey Man, it is because the IRS
itself has promoted that perception through
policies that are fundamentally unconstitu-
tional and illegal.

This is not a partisan issue—it Is a people
issue and a freedom issue.

I have a lawsuit pending against the IRS,
and T will not rest until I have had my day
in court. The IRS response to the lawsuit has
been to cast doubt on my character by in-
sinuating that they did, in fact, find evi-
dence of wrongdoing, but they chose not to
prosecute if. If T was guilty of anything, why
would they ‘‘choose’ not to prosecute? While
any “‘allegations’ will eventually be shown
in court to be what they are, l.e., a smoke
screen, until I can get into court to prove my
case, these “allegations' linger in the com-
munity where I live and work and continue
to compound my frustration.

The system does not work for the Amer-
ican taxpayer. The total sense of violation
that we have experienced has had a dev-
astating effect on us all. In the wake of all
of this, I find there is no system in place to
defend me, or others like me. I'd like to be-
lieve that someone takes responsibility for
what has happened—for what continues to
happen every day in this country. If the ex-
ample we are to set for our citizens s one of
no accountability and no remorse, then our
form of government—the oldest surviving de-
mocracy on the planet—cannot survive much
longer.

A day doesn’'t go by that I don't wonder
what harassment will occur next. I would
like to know why this dark entity known as
the IRS has come into my life and refused to
leave. So who protects me in the system?
Who cares about my constitutional rights?
Not the courts. Not the IRS. I am hoping
that the buck stops here—with you, Senator
Roth and this Committee.

I leave you with just three questions, Sen-
ators:
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(1) Why did this happen?

(2) What will you do to see that it never
happens again to innocent taxpaying Ameri-
cans? We cannot employ inexperienced and
immature people to play God with the lives
of our taxpayers—IRS agents who decide
that it's a beautiful day to go out and de-
stroy someone’s life; and finally,

(3) Once this ordeal has ended and I have
obtained a verdict in a court of law and a
judgment against the IRS, what will you do
to assure me that the IRS pays the judg-
ment, rather than continue to beat me into
submission through endless appeals and an
outright refusal to pay the judgment that I
obtain?

In this great democracy, we have created
this entity to collect taxes which we all
agree must exist. However, we have empow-
ered this agency to be subject to no one, to
no laws, to no checks and balances, and all of
us—including each and every one of you—are
afraid of them! Why should we fear the very
people we employ?

When these hearings began last September,
I was told that Senator Roth would conduct
these hearings because he has no fear. After
my ordeal, T have no fear any longer, but
when Americans receive that letter with the
logo of the IRS in the upper left hand corner,
their pulse rate, heart beat and blood pres-
sure rise. There is a genuine fear. This fear
must stop.

Mr. President, I want to open today's
debate by sending messages to two
groups of people.

To Mr. Colaprete, to his family, to
his manager, to the employees of his
restaurant, and to the residents of Vir-
ginia Beach whose lives were harmed
by the IRS, 1 want to say that I'm
sorry. Since the IRS apparently thinks
they do not need to apologize to you, 1
will. On behalf of myself and the
United States Senate, I apologize for
the harm that your government has
done to you.

I also want to say to Mr. Colaprete
that it is our intent that this never
happens again. The legislation we have
before us is specifically designed to
stop the kind of abuse you suffered,
and we will continue to maintain a
vigilant watch over this agency.

To the agents at the IRS, who have
been out of control, and to the manage-
ment who is protecting those agents, I
want to say watch out. We are on to
vou, and we will not let you do this
sort of thing to the American people.

That is our goal here, to provide
some protections, some oversight that
is free and separate from the IRS, a
private citizen entity to look into their
procedures and their conduct. It also is
to give some relief to the taxpayers
who now find guite often that the pen-
alties and the interest far surpass the
basic amount that was owed.

This action is overdue. I want us to
have a strong bill because I don’t want
us to come back 2 years from now and
find out what we did, in fact, did not
change the culture at IRS. I do believe
that the new Commissioner, Mr.
Rossotti, is trying hard to turn things
around, but it is not all the agency's
fault. The laws that we have on the
books have been inadequate. In fact, I
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am not, sure we can fix these laws. We
may have to just scrap what we have
and start over again.

For now, until that is done, we must
build in protections against this type
of abuse of ordinary citizens and tax-
payers.

I yield the floor.

——————

RESERVATION OF LEADER TIME

THE PRESIDING OFFICER. Under
the previous order, the leadership time
is reserved.

——————

MORNING BUSINESS

The PRESIDING OFFICER. Under
the previous order, there will now be a
period for the transaction of morning
business not to extend beyond the hour
of 10:30 a.m, with Senators permitted
to speak therein for up to 5 minutes
each.

Under the previous order, the Sen-
ator from Utah, Mr. HATCH, is recog-
nized to speak for up to 30 minutes.

Mr. HATCH. Without losing my right
to the floor, I am happy to yield time
to the distinguished Senator from
Idaho. Then 1 would like to make my
statement.

The PRESIDING OFFICER. The Sen-
ator from Idaho.

Mr. CRAIG. I ask unanimous consent
the time I use would not take away
from the allocated time of the Senator
from Utah.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ENDANGERED SPECIES
REAUTHORIZATION

Mr. CRAIG. Mr. President, today 1
come to the floor to speak to the reau-
thorization of the Endangered Species
Act. I ask unanimous consent my name
be added to the cosponsorship of S.
1180, a bill reauthorizing the Endan-
gered Species Act.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CRAIG. Mr. President, I would
like to take a few minutes today to
talk about S. 1180, the Endangered Spe-
cies Act reauthorization bill, and why I
have decided to cosponsor it at this
time.

As our colleagues know, this bill was
passed by the Environment and Public
Works Committee last fall, and it is
currently on the calendar, ready for
consideration by the full Senate. I have
been slow to cosponsor S. 1180 because
of some reservations I had—and still
have—about the bill. T will talk in
more detail about those details in a
minute.

However, 1 am absolutely convinced
that the current Endangered Species
Act is not only a dismal failure at sav-
ing species, but is actually working
against that goal. Furthermore, every
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day we tolerate this defective law, its
unfair and unnecessary burdens in-
crease on citizens and the economy.
Yet at the same time, the American
people continue to believe that con-
serving fish and wildlife species for the
enjoyment of future generations is the
right thing to do. And I certainly agree
with that. They want to make changes
to the law, but don’'t want to see the
Endangered Species Act thrown out.

That is why for the last three years,
my colleague and friend from Idaho,
Senator KEMPTHORNE, has been work-
ing mightily to improve this complex
law. He has held hearings, built coali-
tions, drafted and re-drafted language
to correct the problems while still ad-
vancing the goals of the Endangered
Species Act. 1 congratulate him, as
well as our other Senate colleagues
who have worked with him to produce
this bill.

S. 1180 would make some positive re-
forms in the current system. It would
re-focus the process on actually saving
species. It would create opportunities
and benefits for people who are affected
by the government’'s actions in these
areas.

For example, the bill emphasizes
sound science—instead of politics—to
guide actions taken to conserve and re-
cover species. It requires independent
peer review for listing and delisting de-
cisions, and for the establishment of a
biological recovery goal in a recovery
plan. Specific time limits would be ob-
served, and States and local citizens
would have a larger role in the process.

I believe these provisions and others
would make significant improvements
in our current process, to the benefit of
both our wildlife and our citizenry.
While additional corrections could be
made, those who drafted this bill be-
lieve that a more comprehensive over-
haunl of ESA is not going to pass this
Congress. I tend to agree with that as-
sessment and I am also willing to pur-
sue the strategy of trying to pass these
reforms now as a foundation for further
reforms later. That is the message I
would like to send with my cosponsor-
ship of S. 1180 today.

Having said all that, Mr. President, I
cannot endorse each and every provi-
sion within this legislation. I will be
supporting amendments that will
change or add to the bill in a number of
areas.

For instance, while I support S. 1180°'s
stated goal of providing incentives to
promote voluntary habitat conserva-
tion by private landowners, I am very
concerned about what the bill as a
whole will fail to do in the area of pro-
tecting private property rights.

This is no small matter. The right to
own and use property goes to the very
heart of our American democracy. It
was 80 important to our founding fa-
thers that they enshrined the protec-
tion of private property in the Con-
stitution’s Bill of Rights.
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It is equally important today. Yet
our federal government has increas-
ingly ignored these rights. President
Clinton rejected the Constitution's
guarantee outright when he pledged to
veto any ‘‘compensation entitlement
legislation' intended to strengthen
Americans’ private property rights.
Representatives of this administration
have even suggested that the idea of
private property is an outmoded notion.

Let me say to them, how dare they.
Nowhere in the administration’s hos-
tility toward private property rights is
there more evidence of that than in
their threat to veto an endangered spe-
cies reform that has that in it.

Let's take a look at Secretary
Babbitt’'s **no surprises” policy, for ex-
ample. The basic idea is that if land-
owners surrender control over the use
of part of their property for ESA pur-
poses, then the Federal Government
will let them use the rest of it without
interference. To put it another way,
Secretary Babbitt proposes that you
pay the Government for the right to
use your own land. By comparison, the
Constitution of the United States
promises that if the Federal Govern-
ment wants your land used a certain
way, the Federal Government has to
pay you for it.

Even more outrageous than Sec-
retary Babbitt's program is the fact
that many landowners think it is actu-
ally a pretty good deal. How oppressive
and tyrannical have ESA regulations
become, when citizens are willing, even
eager, to give up their property and
their constitutionally protected right
to compensation just to get the Gov-
ernment off their back, just to get the
Government to leave them alone.

I applaud the goal of S. 1180 in reduc-
ing regulatory burdens and improving
the certainty and finality of Govern-
ment action in protecting endangered
species. It is bad policy to require the
American people to sacrifice their con-
stitutionally protected rights for any
Federal program, even this one.

I would like to see S. 1180 strengthen
and protect fifth amendment rights to
compensation. I wilt vote for amend-
ments and/or legislation that strength-
ens our citizens' private property
rights.

The paramount natural resource
issue for Americans in the West is sov-
ereignty of our States over water that
flows and exists within the boundaries
of those Western States. It is easy to
say that all we need to do is remain si-
lent on this issue and it will be OK. In
fact, however, preserving State water
sovereignty is not so easy. The reality
of how Federal water rights are cre-
ated, or not created, requires that we
speak to the question, I believe, in this
legislation.

The appropriation doctrine is the
water law of Western States and has as
its central premise that the first per-
son to claim a water right has priority
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on its use over those water claimants
who assert claims at a later date. In
the arid West, this principle lies at the
very heart of our economy. It is the
ability to allocate this precious re-
source—the resource of water—that al-
lows us to exist in the West.

1t is for this reason we westerners be-
come particularly agitated when the
Federal Government tries to disrupt
this principle or to “take’ our water.
Does this legislation create a Federal
reserved water right? The answer is no,
it doesn’t. But it should say that very
clearly. And I will support an amend-
ment that I hope can pass, which will
say very clearly that, within the En-
dangered Species Act reauthorization,
it doesn’t.

With all of those considerations,
though, I believe it is important that
we move S. 1180. I think it is a positive
step forward. As I have said, I believe it
lays the right foundation for further
changes in Congresses to come. It says
to the American people that we are
concerned about preserving species of
animals, insects, of all things on this
earth, if we can possibly do it. At the
same time, there is a reasonable right
and a reasonable responsibility en-
shrined within the Constitution that
we preserve the right of the citizenry
to exist also.

It is for this reason that this legisla-
tion should clearly state the Congress’
intent. For the record, this Senator
does not intend for the endangered spe-
cies reauthorization legislation to cre-
ate a federal reserved water right. This
is why I believe S. 1180 must state
clearly that no implied or express fed-
eral water right is created in this legis-
lation. I will support and vote for such
an amendment.

With these areas of concern in mind,
I am also inclined to support a shorter
term of reauthorization than S. 1180
provides. As I mentioned previously, it
is my goal to build additional improve-
ments on the foundation laid by this
legislation. Accelerating the oppor-
tunity for Congress to re-open the issue
would only advance that goal.

In closing, Mr. President, let me re-
peat my endorsement for the goals that
Senator KEMPTHORNE and the other
supporters of this bill set out to
achieve in reauthorizing the Endan-
gered Species Act. I think the bill will
make improvements that are critical
to ongoing EAS efforts in my state and
elsewhere in the nation, and amend-
ments in the areas I have discussed
today will enhance those improve-
ments.

I yield the floor.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER (Mr.
THOMAS). The Senator from Utah is
recognized.

COMPREHENSIVE ANTI-TOBACCO
LEGISLATION

Mr. HATCH. Mr. President, to date,
our efforts to develop comprehensive,
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bipartisan anti-tobacco legislation
have been stymied by the lack of con-
sensus on a number of major issues.

Over the next few weeks, I intend to
devote full attention toward refocusing
our efforts on a bill which can be en-
acted this year.

To accomplish that goal, it is impor-
tant that Congress and the Administra-
tion reflect on what our objective actu-
ally has been—and should continue to
be.

Last June, the 40 State Attorneys
General, public health representatives,
tobacco company officials, and rep-
resentatives of the Castano group, an-
nounced a bold new initiative focused
on eradicating the scourge of youth to-
bacco use.

This proposed global tobacco settle-
ment presents Washington with a once-
in-a-generation-opportunity to help
families and communities raise a whole
generation of youth tobacco-free.

Certainly, no one in Congress was
bound to the particulars of the June
agreement.

But, we would not have seen such vir-
tually unprecedented legislative con-
sideration of the tobacco issue in the
past 11 months were it not for this set-
tlement.

In short, our objective in 1997 was to
improve the public health, and specifi-
cally the health of our youth, through
a constitutional package of reforms
which relies on a guaranteed stream of
revenue from tobacco companies.

Our objective should be the same in
1998.

But it appears that it is not.

Unfortunately, partisan politics,
fear, greed and Washington's pile-on
mentality have caused us to lose sight
of this objective.

Instead, we are simply trying to
‘‘out-tobacco” one another. If that con-
tinues, the public interest will not be
served, and Big Tobacco will win.

As an optimist, I remain hopeful the
Congress will succeed this year in pass-
ing strong, anti-tobacco legislation
that is comprehensive, workable, and
Constitutionally-permissible.

But as a realist, I also know that the
events of the last few weeks, in which
this issue has become increasingly
fractionalized and politicized, make
our task that much more difficult.

Comprehensive tobacco legislation is
now in jeopardy. Not for want of try-
ing, to be sure, but for a lack of con-
sensus on several crucial issues.

For us to consider comprehensive to-
bacco legislation, and then to fail,
would be a terrible loss, a loss for our
country, a loss for our political system,
and a loss for the generation of our
youth America’s parents hope to bring
up tobacco-free.

Let me be blunt. Our failure to enact
comprehensive anti-tobacco legislation
would also be a significant victory for
the tobacco industry, an industry
which has knowingly marketed harm-
ful products for decades, deliberately
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targeting our youth in their quest for
profits.

Let me be equally frank. Passage of
just any bill will be a significant loss
for the American people, who should be
able to rely on their legislators to
write sound, responsible legislation.

In writing a bill, we should not give
in to the tobacco industry’'s demands.
We should not give in to their less-
than-veiled attempts to force both the
Administration and the Congress into
abandoning our objectives—addressing
the problem of youth tobacco, reform-
ing the legal system to allow for appro-
priate compensation to claimants, en-
hancing biomedical research with re-
spect to tobacco, improving the public
health, as well as helping our farmers
transition away from growing tobacco.

At the outset of my remarks, I want
to distinguish carefully and clearly any
substantive concerns I have about the
legislation that has emerged from the
Commerce Committee with my respect
and admiration for those who have
brought the legislation to this point.

First and foremost, I commend the
Chairman of the Commerce Com-
mittee, Senator McCAIN. Anybody who
knows anything about JOHN MCCAIN
knows that he is a patriot and true
American hero.

As I will lay out, while I do have sig-
nificant concerns with many of the
major details of the legislation that
the Commerce Committee has put for-
ward—and would have preferred that
we could have worked more closely to-
gether—I do commend the efforts of all
the members of the Commerce Com-
mittee in moving a bill forward for
floor consideration.

But before I discuss the policies of to-
bacco control, I want to sound a cau-
tionary note about its politics.

Pundits report that Democrats are in
a “‘win-win'' position on this issue.

As conventional wisdom goes, the mi-
nority can keep on moving the goal
posts of this legislation, proposing
more and more harsh amendments,
defying Republicans to vote against
their ever-changing version of the bill.

In this way, the Democrats can ei-
ther foster the perception that they are
tougher on Big Tobacco by making the
bill more and more onerous, or they
can tar and feather any recalcitrant
Republicans with the charge that Re-
publicans are in cahoots with Big To-
bacco. That is pure bunk.

Listening to the President's press
conference last week, I was impressed
by his earnest statement that this not
be an election year issue. But, as we all
well know, any issue raised consist-
ently fewer than six months before an
election is an election issue. It cannot
be avoided.

All rhetoric aside, the way to accom-
plish our goal—the reduction of youth
tobacco use—is for the Congress and
the White House to work together on a
bill which can be enacted and imple-
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mented. We are not there yet, despite
public protestations to the contrary.

A number of key differences in ap-
proach are major stumbling blocks to
enactment of a bill. These barriers in-
clude:

ALLOCATING ANY REVENUES THAT ARE DERIVED
FROM A BILL

The Senate budget resolution calls
for all revenues to be devoted to Medi-
care.

While the House has not completed
work on its version, there are some in
the House who believe that tobacco
revenues should be used for more gen-
eral tax decreases.

Others suggest the tobacco revenues
be used to help pay for health insur-
ance for low-income people.

A fourth approach is embodied in the
President’s budget, which advances a
number of new or expanded domestic
spending programs that will be fi-
nanced with tobacco revenues.

DETERMINING THE FINAL COST OF THE
PROPOSAL

The bill approved by the Senate Com-
merce Committee has an initial price
tag of $516 billion over the next 25
years, without any calculation of the
lookback provision, which naturally
could push that price tag much higher.

In contrast, the original settlement
offered on June 20, 1997 was $368.5 bil-
lion.

Legitimate questions have been
raised about the ability of various in-
dustry players to pay a sum as high as
$500 billion to $700 billion, which is
what, extrapolated out, the Commerce
bill could cost in the end.

Let’s face it, as much as many would
like to penalize this industry, we are
penalizing ourselves if we enact a new
program predicated upon revenues that
won't be there.

ASSESSING THE PER PACK OR FPER CARTON

INCREASE

A related question is the price per
product increase that will result from
the new industry payments.

A widely-reported figure is the Treas-
ury Department’'s estimate that the
Commerce bill, for example, will result
in a per cigarette pack increase of $1.10
five years from now.

As the Judiciary Committee’s hear-
ing last week revealed, we do not know
the precise methodology the Adminis-
tration used to make this price projec-
tion. Deputy Secretary Summers told
the Judiciary Committee last week
that he would provide us with the in-
formation that I requested, but we are
still waiting.

We do know that Wall Street experts,
like David Adelman of Morgan Stanley
Dean Witter, Martin Feldman of
Salomon Smith Barney, and Gary
Black of Sanford C. Bernstein, have
concluded that the Administration’s
projections are far too low and that the
true retail price of a pack of ciga-
rettes—measured in constant 1997 dol-
lars—will be in the neighborhood of $5
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per pack in year 5, more than a $3 in-
crease.

Under this scenario, the price per
carton will shoot up $30. This increase
is almost twice as high, twice as fast,
as the ‘‘up to $1.50 per pack' increase
over 10 years called for by the Presi-
dent last September.

ASCERTAINING THE EFFECT ON LAW
ENFORCEMENT

The Treasury Department testified
before the Judiciary Committee last
week that by closing the distribution
chain for tobacco products, we will be
able to ensure that these products flow
through legitimate channels and effec-
tively police any leakages that do take
place.” In fact, Deputy Secretary Sum-
mers said that with these regulatory
controls, “*we do not expect a large-
scale smuggling problem. . .”’

Law enforcement officials at all lev-
els with whom I have spoken are not so
sanguine. These are the officers who
will be on the front lines, policing
against the violence, hijackings, smug-
gling, and other related crimes that are
inherent in any opportunity for a black
market.

One officer
termed the
*laughable.”

DEVELOPING A CONSENSUS ON THE
AGRICULTURE PROVISIONS

One of the most unifying themes in
the tobacco debate is the need to make
certain that we provide an adequate
program to transition American farm-
ers out of tobacco production into
other alternatives.

There are major divisions, however,
on how to structure that program.
There are two major approaches in the
Senate, one developed by our colleague
from Kentucky, Senator FORD (the
“LEAF" Act), the other by our col-
league from Indiana, Senator LUGAR.

The major difference between these
two bills is that the Lugar bill termi-
nates the tobacco price support pro-
gram, while the LEAF bill does not.

The final key difference is in deter-
mining the extent of the role of the to-
bacco companies in any final legisla-
tion.

As many are aware, the Department
of Justice has undertaken one or more
investigations related to tobacco com-
panies.

If there have been violations of the
law, they should be prosecuted to their
fullest, and it behooves the Depart-
ment to move forward on its investiga-
tions swiftly and conclusively.

But this specter of wrong-doing
should not be allowed to cast such a
shadow over the tobacco legislation
that it becomes an excuse for inaction.

Some have castigated the companies
for their departure from directionless
congressional deliberations.

1 do not believe that Congress needs
the approval of the industry to pass to-
bacco legislation.

As everyone knows, I am no friend of
the tobacco industry or their products.

with whom 1 spoke
Treasury statement
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But, having made these points, as a
legislator with a deep appreciation of
the process of building consensus in
our democratic society, I do believe
that Congress would be wise to con-
sider the perspectives of the tobacco
industry in fashioning legislation.

This is true for one very fundamental
reason: we want a program which
works, a program with which this tre-
mendously-resourced, tremendously-
creative industry will comply.

Perhaps I am just not as smart as
those who believe the companies can-
not contribute anything constructive
to the process.

When Congress is dramatically af-
fecting a sector of the economy, as
long as that industry’s products are
legal, as long as they have a right to
perform in our society, then that in-
dustry’s views should be heard, no mat-
ter how much we don't like that indus-
try.

That should not amount to a veto.

No outside group—not the tobacco
companies, not the private attorneys,
not the state attorney generals, not
the public health groups, not anyone—
should expect or be granted a veto over
this legislation.

What all affected parties should get
is a forum for their views, an oppor-
tunity to be heard. This is the very es-
sence of democracy.

So I must ask those who pride them-
selves on not sitting down at the table
with this industry to reexamine this
position.

I echo the suggestion that Mississippi
Attorney General Mike Moore made a
few weeks ago, that the President re-
convene all of the original participants
in these negotiations. Congress should
be part of such talks.

It just seems to me that beyond the
purely public health issues, tobacco
legislation has major social, political,
and economic dimensions that argues
for an inclusive process as possible.

Some 50 million Americans use these
products. Public health experts almost
unanimously agree that we should not
make them go cold turkey overnight.

There is also the question of political
philosophy of whether it is a proper
role for the government to take away
the freedom of adult Americans to con-
sume tobacco products.

Moreover, as a conservative, I am
generally loath to endorse any type of
new taxes. I am particularly sensitive
about advocating a regressive scheme
whereby the lower income segments of
our society which have disproportion-
ately higher smoking rates are called
upon, in essence, to fund social pro-
grams dictated by the political elites.

Tobacco revenue ought not be used to
finance an explosion of new entitle-
ments, a veritable ‘‘honey pot™” of
money to fund a mini Great Society.

I am afraid that the President’s ap-
proach in the budget strays down this
path by paying for child care and edu-
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cation initiatives with the as yet
agreed upon and uncollected tobacco
revenues.

To put it bluntly, the President has
spent the money even before Congress
has passed a bill.

Also from an economic standpoint, I
am mindful that several million de-
cent, tax-paying, Americans are de-
pendent, directly or indirectly, on the
tobacco industry for their livelihoods.

We have wisely. I think, sought to
make an accommodation to the thou-
sands of tobacco farmer families.

Do we not also have some similar re-
sponsibility to carefully consider the
economic interests of those who work
on the loading docks at Philip Morris
or sell cigarettes at the local gas sta-
tion or 7-11 Store?

Still other of our citizens are share-
holders in these firms or may be de-
pendent on pension funds with substan-
tial holdings of tobacco securities.

I note that Yale University, home of
one of the most absolutist anti-tobac-
conists, Dr. David Kessler, recently
voted not to divest its tobacco holdings
from its endowment investment port-
folio. To me, this says a lot.

We in Congress and the Administra-
tion must take care not to engage in a
game of political one-upsmanship in
which we all trip over ourselves in the
race to show the public who is the
toughest on tobacco.

We may find that in the quest to pun-
ish the black-hatted tobacco industry
we will have trampled over the inter-
ests and security of a lot of ordinary,
hard-working Americans.

These are very hard questions to an-
swer, but they are questions which
must be resolved before Congress can
write a tobacco bill.

Ten days ago, I received a bipartisan
letter from four of the State Attorneys
General who participated in last year’'s
settlement negotiations.

This letter—which I believe is a seri-
ous effort to help Congress make the
corrections necessary before we con-
sider the Commerce Committee legisla-
tion—highlighted three areas of con-
cern, three particular areas in which
Congress runs the risk of undermining
the settlement's objectives if it con-
tinues down the current road.

I ask unanimous consent that that
letter be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

COLORADO DEPARTMENT OF LAW,
OFFICE OF THE ATTORNEY GENERAL,
Denver, CO, April 24, 1998
Hon. ORRIN G. HATCH,
U.S. Senate,
Russell Building, Washington, DC.

DEAR SENATOR HATCH: We are pleased to
respond to your request for our legal views
on pending tobacco legislation. You have
specifically asked us about any constitu-
tional concerns and the consequences. There
are three key issues of concern to us: 1. the
difficulty of accomplishing several provi-
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sions of the legislation without the indus-
try's waiver of constitutional challenges; 2.
the potential for creating a contraband mar-
ket; and 3. potential bankruptcy of the in-
dustry.

We are glad that Congress is now seriously
focusing on passing comprehensive tobacco
legislation and that full Senate consider-
ation is likely in the near future. We have
appreciated the opportunity to work with
you, Senator McCain, and others throughout
the hearing process and committee consider-
ation of tobacco issues. Your leadership in
holding the first Congressional hearings last
vear addressing the legal complexities of the
tobacco settlement was especially helpful.
We look forward to continuing to share
whatever insight and expertise we have
gained from several years of engaging in
legal battles with the tobacco industry.

The landmark agreement reached on June
20, 1997, was not perfect, but it includes crit-
ical themes which should provide the frame-
work for any Congressional action. Tobacco
legislation must be comprehensive. It must
pass constitutional muster so the war
against teen smoking moves to the streets
and not the courthouse. And any financial
settlement must not bankrupt the industry
and produce even greater problems for the
nation.

As lawyers, we believe that the industry’s
waiver of constitutional challenges is nec-
essary to accomplish many of the public
health goals within the bounds of the Con-
stitution. Losing the voluntary nature of the
settlement agreement may have severe legal
repercussions. Therefore, the following con-
sequences should be considered:

NO CONSENT DECREES

Consent decrees are essential to ensure
long-term compliance by the industry with
key elements of the comprehensive package.
Consent decrees, by definition, require the
consent of all parties to the litigation. If a
party does not agree to the terms of a pro-
posed decree, then the court cannot thrust a
settlement upon the parties. Theatre Time
Clock Co., Inc. v. Motion Picture Advertising
Corp., 323 F. Supp. 172, 173 (E.D. La. 1971).
Therefore, If any party objects to a term
contained within a proposed consent decree,
a court cannot order its acceptance. Flight
Transportation Corp. Securities Litigation v.
For and Co., 794 F.2d 318, 321 (8th Cir. 1986).
Consequently, if the tobacco industry will
not enter into the consent decrees, particu-
larly the advertising restrictions, corporate
culture, payments, and other enforcement
mechanisms of the decree, the lawsuits can-
not be settled with assurance. The states
will lose those enforcement mechanisms that
were contemplated to be included in such
consent decrees.

LOOK-BACK PENALTIES

Penalties must have a direct relationship
to the harm being prevented. Penalties im-
posed by the government must be “‘rational
in light of [their] purpose to punish what has
occurred and to deter its repetition.’” Pulla v.
Amoco Oil Company, T2 F.3d 648, 6568 (8th Cir.
1995). Therefore, there must be a reasonable
relationship between the penalties imposed
and the harm likely to result from the de-
fendant’s conduct as well as the harm that
has actually occurred. Id. at 659 (quoting
TXO Prod. Corp. v. Alliance Resources Corp.,
509 U.S. 443 (1993)).

Although the courts have not articulated
any precise formula for ascertaining the
“‘reasonableness’ of penalties, Justice Scalia
observed that the touchstone is the value of
the fine in relation to the particular offense.
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Austin v. United States, 509 U.S. 602, 627 (1993)
(Scalia, J., concurring in part and concur-
ring in the judgment). If there is no reason-
able relationship, the penalties would be
considered an excessive fine and would not
withstand judicial scrutiny. See generally
TXO, 509 U.S. 443; Pulla, 72 F.3d 648.

The June 20 agreement with the tobacco
industry had a formula for the penalties im-
posed, which linked the actual cost of a
youth who begins smoking and the profit re-
ceived from that youth over the course of his
life, to the amount of the penalty. This dem-
onstrates precisely the type of rational rela-
tionship required by courts.

However, the proposed look-back penalty
may not pass judicial scrutiny. At $3.5 bil-
lion, the fines are the largest imposed on any
industry for any conduct. As originally pro-
posed, the penalties could be suspended if the
manufacturers made serious, good falth ef-
forts to curb youth smoking but, unfortu-
nately, failed to successfully change the be-
havior of teenagers. This approach provided
a due process review, rather than imposing
penalties through strict liability. Under the
current. Senate Commerce bill, the compa-
nies will be penalized even if they make
every reasonable attempt to halt youth
smoking.

A look-back penalty closely tied to to-
bacco company behavior, or a penalty volun-
tarily agreed to by the companies, is con-
stitutionally sound and a wvaluable mecha-
nism for fighting youth smoking.

ADVERTISING AND MARKETING RESTRICTIONS

The District court in Beahm v. U.S. Food
and Drug Administration, 966 F.Supp. 1374
(M.D.N.C. 1997), held that the FDA's regula-
tions relating to restrictions on tobacco ad-
vertising were beyond the authority of the
FDA and, therefore, were invalid. This case
is currently on appeal to the Fourth Circuit.
Although that court has not yet ruled on the
validity of existing FDA advertising regula-
tions, even if it should find that those regu-
lations are within the purview of FDA con-
trol, the advertising and marketing restric-
tions set forth in the June 20th agreement
may not survive First Amendment review.
This is in part because the restrictions envi-
sioned by the June 20 agreement are much
more expansive than the FDA restrictions
currently being litigated. The total ban on
outdoor advertising, black and white only
ads, prohibition on Internet advertising, and
prohibition on event sponsorship are but a
few examples of the marketing and adver-
tising restrictions contained in the June 20
agreement, implemented by the voluntary
Master Settlement Agreement, Protocol and
consent decree.

It has been recognized that the First
Amendment *‘directs us to be especially
skeptical of regulations that seek to keep
people in the dark for what the government
perceives to be their own good.” Ligquormart,
Inc. v. Rhode Island, 116 S.Ct. 1495, 1508 (1996).
Furthermore, even communications that do
no more than propose a commercial trans-
action are entitled to the coverage of the
First Amendment. /d. In recognition of the
seriousness of this issue, the Supreme Court
has stated that “when a State entirely pro-
hibits the dissemination of truthful, nonmis-
leading commercial messages for reasons un-
related to the preservation of a fair bar-
gaining process,” strict scrutiny is applica-
ble. Id. at 1506. Consequently, in order to sur-
vive judicial review, the government must
demonstrate that its restriction on speech
was no more extensive than necessary. Id. at
1509. Because of this heavy burden, ‘“‘speech
prohibitions of this type rarely sarvive con-
stitutional review." [d. at 1508.
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Although the June 20 agreement with the
tobacco companies does not propose a total
ban on advertising, its expansiveness may
nonetheless cause a reviewing court to apply
the strict scrutiny review utilized 1in
Liquormart. As that court recognized, not all
commercial speech regulations are subject to
a similar form of constitutional review. Id.
at 1507. Therefore, when a state regulates
commercial messages to protect consumers
from deceptive, misleading, or otherwise
harmful advertisements, **less than strict re-
view" s appropriate. I/d. However, because
the advertisements forbidden by the June 20
restrictions would have presumably been
truthful in nature and the restrictions are
being implemented for purposes other than
protecting the bargaining process, it seems
likely that this less stringent standard of re-
view would be inapplicable. Consequently,
the government would have to demonstrate
that there were no less intrusive means
available to accomplish their goals. As the
court in Liguormart recognized, application
of this standard usually acts as the death
knell for government restrictions. Id. at 1508.

In this same vein, the restrictions included
in the June 20 agreement could probably not
be characterized as time, place or manner of
expression restrictions, which carry with
them a less stringent standard of review.
Specifically, such bans are content neutral.
See generally Kovacs v. Cooper, 336 U.S. T7
(1949). Conversely, the bans envisioned in the
agreement are obviously content driven.

In sum, the expansiveness of the proposed
advertising restrictions as well as the high
burden that must be met in order to justify
such restrictions, raise serious concerns that
without the industry’s voluntary consent
and participation, the advertising prohibi-
tions envisioned in the June 20 agreement
may not survive First Amendment scrutiny.

Additionally, the June 20 agreement incor-
porated the FDA regulations, which, if over-
turned by the Fourth Circuit, would also be
unavallable as a regulatory mechanism.
While it is true that the industry would have
some incentive to limit its advertising and
marketing to achieve the look back require-
ments, if the look back penalties are also
found to be legally deficient, their value as
an incentive would be eliminated.

ADVERTISING RESTRICTIONS AGAINST RETAIL-
ERS, DISTRIBUTORS, WHOLESALERS, AND AD-
VERTISING BUSINESSES
The June 20 agreement contemplated that

the participating companies would police

their retailers, wholesalers, distributors, and
advertising agencies by contract and by re-
fraining from placing ads with them. These
voluntary implementation mechanisms were
to be built into the Master Settlement

Agreement, Protocol and consent decrees.

However, any legislation that could be un-

constitutional as to the industry could also

be unconstitutional as to the related agents.

Therefore, the same First Amendment issues

that could preclude the government from in-

stituting blanket prohibitions on advertising

by tobacco manufacturers may also preclude

prohibitions affecting industry agents.
DOCUMENT DISCLOSURE

The public depository of documents set
forth in the June 20 agreement presumed
some level of voluntary participation on the
part of the tobacco industry. While docu-
ments filed in court, or otherwise made
available to the public, can certainly be put
in a central public depository, it is question-
able that the industry can be required to re-
lease documents not otherwise available, in-
cluding documents it considers privileged or
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confidential, as well as any future docu-
ments or research.

Obviously, almost any American business
would object to the government seizing its
internal corporate documents and opening
them for inspection. The depository raises
both private property and search and seizure
concerns,

The Fifth Amendment provides in part:
“‘nor shall private property be taken for pub-
lic use, without just compensation.”
U.8.C.A. Const. Amend. 5. It has been widely
recognized that the property to which this
amendment applies is that which *is made
up of mutually reinforcing understandings
that are sufficiently well grounded to sup-
port a claim of entitlement.” Niron v. U.S.,
978 F.2d 1269, 1275 (1992) (recognizing that
former President had a property interest in
presidential papers). Those property inter-
ests may be created in a myriad of ways, in-
cluding uniform custom and practice. Id. at
1276.

Accordingly, the documents that were to
be deposited by the tobacco companies in a
public depository constitute ‘‘property’ for
Fifth Amendment purposes. This conclusion
is consistent with the district court's deci-
sion in Nika Corp. v. City of Kansas City, 582
F. Supp. 343 (W.D. Mo. 1983), wherein it was
held that a corporation's documents con-
stituted ‘‘property’ invoking Fifth Amend-
ment protections. See also U.S. v. Dauphin
Deposit Trust Co., 385 F.2d 129 (3rd Cir. 196T)
(trust company ‘had a property interest in
various business records). In Nika the court
held that the government could not con-
fiscate particular business documents with-
out providing for a method of compensation
for such taking. Id. Although the court found
that there were adequate means provided in
that case, this clearly demonstrates that
corporate documents constitute “‘property’
for Fifth Amendment purposes, thereby in-
voking the necessity for compensation when
the government takes such for public pur-
poses. Consequently, there Is a strong possi-
bility the tobacco companies could not be
compelled to deposit the documents specified
in the June 20 agreement without just com-
pensation.

Furthermore, if the Fifth Amendment pro-
tects the industry from being required to
hand over to the government all of its docu-
ments, it seems that it would also protect
them from being required to pay the costs of
the depository, unless the costs are somehow
built into other licensing fees.

The tobacco companies would almost cer-
tainly raise objections based on case or con-
troversy and standing against individuals
wishing to challenge a decision by the com-
panies to withhold documents. Under Article
111, §2 of the Constitution, the federal courts
have jurisdiction over disputes only where
there is a “‘case’ or “controversy.” Raines v.
Byrd, 117 S.Ct. 2312, 2317 (1997). One element
of that test requires the complainant to es-
tablish that they have standing to sue. Id.
This requires the complainant to dem-
onstrate that he has suffered a personal in-
jury fairly traceable to the defendant’s alleg-
edly unlawful conduct * * *.° Jd. Therefore,
any individual wishing to protest tobacco
companies’ refusal to disclose documents
would have to establish that they were in-
jured by such refusal Presumably, the only
means of doing so would be to assert that the
refusal negatively impacted their own per-
sonal pending litigation with a particular to-
bacco company. However, this would be dif-
ficult to demonstrate because a tobacco
company's refusal to deposit documents in a
public depository is not the equivalent of re-
fusing to produce those documents in a par-
ticular action. Consequently, any individual
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wishing to protest the tobacco companies’
refusal to disclose documents might have to
walt until their own suit was filed, motions
for discovery were made, and a particular to-
bacco company refused to comply, before
they would have standing on this issue. Even
then, they might not be able to demonstrate
that they were somehow injured by the to-
bacco company’s refusal to place such docu-
ments in a public depository,

One of the primary benefits to individual
claimants of having the industry documents
placed in a public depository, aside from
having ready access to the documents, is the
voluntary agreement of the companies not to
challenge the authenticity of the documents
when they are offered as evidence in indi-
vidual trials. The companies are now well-
known for fighting vigorous evidentiary bat-
tles. If the industry does not enter into the
voluntary agreements, one can also assume
that they will challenge the introduction of
these documents in individual trials, result-
ing in considerably more expense for the
plaintiffs than was envisioned under the
June 20 agreement.

CONTRABAND

As law enforcement officials of the states,
we are also concerned about the danger of
creating a contraband market for tobacco
products. Our children will not be helped by
creating a new product line for organized
crime, nor by providing a new entry market
for drug dealers. Additionally, the adverse
health consequences of smoking cigarettes
produced in unregulated foreign or clandes-
tine domestic markets are likely to be even
more significant than cigarettes produced by
the existing U.S. companies.

The experience of the states with rel-
atively high tax rates on tobacco products
has been studied in some detail. Revenues
lost to smuggling clgarettes into these
states has been a major concern. This is esti-
mated to be a $1 billion per year problem na-
tlonwide. In 1988 California increased its to-
bacco tax from 18 cents to 35 cents per pack
and today the contraband market is esti-
mated to be between 17.2 and 23% of ciga-
rettes sold. Michigan increased its cigarette
tax in 1994 from 25 cents to 35 cents a pack.
Michigan lost an estimated $144.5 million per
year in tax revenue. Washington State in-
creased its tax in 1997 to 82.5 cents per pack,
and lost an estimated $110 million a year to
smuggling. New York State, with a 56 cent
state tax estimates it is losing about $300
million of tax revenue per year due to smug-
gling. The typical scenario after a state
makes a significant increase in its cigarette
tax is a decrease in sales in that state, but a
marked increase in sales in neighboring
states. Smoking rates in the higher-tax state
typically remain the same, 80 the increase in
sales reflects purchases to take into the
higher-tax state.

There is a definite correlation between tax
rates and the level of smuggling. For many
years, the differential in tax rates on to-
bacco products was mainly an interstate
problem with contraband products being
smuggled into those states with the highest
tax rates. The problem has now reached
international proportions. At first, popular
American brands were smuggled into other
countries. We are now seeing that as tobacco
taxes rise nationwide, foreign manufactured
cigarettes and other products are being
smuggled into the United States.

BANKRUPTCY

Finally, we believe it to be in the best in-
terests of accomplishing the broad public
health goals of legislation to avoid bank-
ruptey of the tobacco industry.
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Critics of the June 20 settlement have sug-
gested that bankruptcy Is not a great risk.
This industry has a history of annual domes-
tic profits. For example in 1996 Philip Morris
and RJR (76 percent of the market) had do-
mestic profits of $6.3 billlon. While it is not
possible to determine precisely the market
value of the domestic tobacco companies
(not the parent companies), it is possible to
estimate their market value—if they were
sold today. The stock of the Nabisco Food
Company, which is 80.5 percent owned by
RJR, trades publicly. This allows an extrapo-
lation of the value which the market places
on RJR's tobacco operations. That value is
$1.184 billion. Part of that is comprised of
international operations and part is domes-
tic. Foreign tobacco companies like Imperial
and Gallaher trade at price earning rations
of 10 to 11. If one uses a 10.5 P/E for Reynolds’
international earnings, Reynolds' domestic
operations have a negative market value of
$1.1196 billion. Using similar valuation meth-
ods for the other companies, Brown &
Williamson is worth a negative $240 million;
Lorillard is worth a positive $641 million and
Philip Morris USA is positive $3.855 billion.
If one were to ignore the fact that foreign to-
bacco companies trade at P/E's higher than
the imputed value of domestic companies
and assume identical valuation of domestic
and foreign companies, the entire domestic
industry could be worth as much as $21.484
billion. On this basis, the total market of the
industry (both foreign and domestic) is esti-
mated to be less than $50 billion. Liability to
the states alone exceed several hundred bil-
lion dollars. The conclusion is obvious—this
is an industry that produces significant cash
but has questionable inherent value as many
industry assets cannot be converted to other
uses and have little value outside the to-
bacco environment.

State Attorneys General do not seek finan-
cial ruin of any industry. It is our job to
bring about compliance with the laws and
that is what we seek from the tobacco com-
panies. This is an industry that sells a legal
product, employs thousands of people, and
provides a living to many more, ranging
from farmers to retailers. Our goal has been
to hold the industry accountable for its ac-
tions, and to provide for significant public
health gains. If the current companies are
liguidated, new companies can be expected
to step into the breach, within or outside
this country. We would have virtually no
claims against these replacement tobacco
companies for past industry practices. Fur-
ther, foreign tobacco companies (possibly
with manufacturing operations abroad)
might immediately step in to satisfy US de-
mand for cigarettes. This, of course, could
hurt our farming communities and those
whose employment depends on this industry.

In conclusion, we appreciate your interest
and efforts to move comprehensive legisla-
tion forward. We are concerned that the fun-
damental goal of reducing youth smoking
may be lost in the current political rhetoric.
It's time for action and for comprehensive
legislation to achieve this goal now, not
after years of additional litigation and de-
bate.

Sincerely,

GALE A. NORTON,
Attorney General,
State of Colorado.

BETTY D. MONTGOMERY,
Attorney General,
State of Ohio.

JAN GRAHAM,
Attorney General,
State of Utah.
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CHRISTINE O. GREGOIRE,
Attorney General,
State of Washington.

Mr. HATCH. In brief, the concerns
highlighted in this letter from the At-
torneys General of Colorado, Ohio,
Utah and Washington are:

(1) The difficulties created by enact-
ing legislation without the industry’s
voluntary waiver of several constitu-
tional prerogatives.

The Generals raise specific legal con-
cerns about attempting to legislate in
the absence of consent decrees and
other voluntary agreements with the
industry.

These concerns go to several major
features of any comprehensive bill: ad-
vertising and marketing restrictions
(including restrictions affecting retail-
ers, distributors, and advertisers); look
back penalties; and document disclo-
sure.

We should also take to heart General
Mike Moore's observation that, in the
nearly three years since it was first
proposed, the FDA's rule on tobacco
advertising has not gone into effect.

We all know the cause: litigation.

But by settling the lawsuit, in Mis-
sissippi, there is no billboard adver-
tising today. a result that goes far be-
yond the FDA rule and what the Con-
stitution would permit us to do legisla-
tively.

(2) The second concern of the Attor-
neys General is the untoward effect
that the potential bankruptcy of the
tobacco industry would entail. Let me
be clear about my position on this.

I would like nothing more than for
the tobacco industry to pay a trillion
dollars. But I also want an anti-to-
bacco program which works. All of the
bills before Congress have in common a
serious effort to curtail youth tobacco
use. All of the bills rely on industry
payments to fund those efforts.

If we bankrupt the companies, or if
we drive them offshore, ultimately no
one wins, because we need the industry
payments to fund the massive anti-to-
bacco program the American public
wants. Without that funding source,
the whole program goes down the
drain.

If the companies become bankrupt or
move offshore, it is a whole new ball
game, and one which we cannot con-
trol.

It would be more intellectually hon-
est just to ban tobacco.

On this subject, the AGs’ letter said:
State Attorneys General do not seek finan-
cial ruin of any industry. It is our job to
bring about compliance with the laws and
that is what we seek from the tobacco com-
panies. This is an industry that sells a legal
product, employs thousands of people, and
provides a living to many more, ranging
from farmers to retailers. Our goal has been
to hold the industry accountable for its ac-
tions, and to provide for significant public
health gains. If the current companies are
liquidated, new companies can be expected
to step into the breach, within or outside
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this country. We would have virtually no
claims against these replacement companles
for past industry practices. Further, foreign
tobacco companies (possibly with manufac-
turing operations abroad) might Iimme-
diately step in to satisfy U.S. demand for
cigarettes. This, of course, could hurt our
farming communities and those whose em-
ployment depends on this industry.

(3) The third major point of concern
for the Attorneys General is the poten-
tial for increasing the black market for
illegal contraband cigarettes.

A recent case study from Alaska is il-
lustrative. Five months ago, Alaska in-
creased its cigarette tax from 29 cents
to one dollar. From all we know about
nicotine addiction, the resulting de-
crease in sales cannot be explained by
sudden cessation. Rather, it appears
that legal sales were replaced in part
by black market cigarettes. The Alas-
kan legislature is considering rolling
back some of the tobacco taxes.

With respect to the issue of contra-

band the AGs’ letter says:
As law enforcement officials of the states, we
are also concerned about the danger of cre-
ating a contraband market for tobacco prod-
ucts. Our children will not be helped by cre-
ating a new product line for organized crime,
nor by providing a new entry market for
drug dealers. Additionally, the adverse
health consequences of smoking cigarettes
produced in unregulated foreign or clandes-
tine markets are likely to be even move sig-
nificant than cigarettes produced by the ex-
isting U.S. companies . . .

The letter from the AGs notes that
the cigarette contraband problem is al-
ready $1 billion nationally. For exam-
ple, the AGs provide an estimate that
in the state of California—which raised
its state tobacco tax in 1988 from 18
cents to 35 cents a pack—that today
between 17% and 23% are smuggled.
That’'s about 1 in every b cigarettes.

The AG's letter goes on to say:

There is a definite correlation between tax
rates and the level of smuggling., For many
vears, the differential in tax rates on to-
bacco taxes was mainly an interstate prob-
lem with contraband products being smug-
gled into those states with the highest tax
rates. The problem has now reached inter-
national proportions. At first, popular Amer-
ican brands were smuggled into other coun-
tries. We are now seeing that as tobacco
taxes rise nationwide, forelgn manufactured
cigarettes and other products are being
smuggled into the United States.

1 have also received letters from a
number of law enforcement organiza-
tions, whose thousands of members will
be expected to provide the first line of
defense against these smugglers. These
law enforcement officers are extremely
apprehensive that passage of this legis-
lation will precipitate the emergence
of a thriving black market in ciga-
rettes, posing huge problems for law
enforcement at every level. They say
the Commerce bill, in particular, will
inevitably lead to the creation of a
massive black market, giving orga-
nized crime a new line of business and
undermining not only respect for the
rule of law, but also the real goal of the
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legislation,
bacco use.

I might also add that one of the most
frightening outcomes of a new black
market would be the likelihood that
children will find it easier than ever to
purchase tobacco products.

One of government's principal re-
sponsibilities is to help families and
communities keep children from smok-
ing. A large, lucrative black market
could have the unintended con-
sequences of making parents’ job hard-
er.

It is not too hard to envision unregu-
lated cigarettes being sold on literally
every street corner.

In response to this concern we have
been told by the Administration not to
worry because the system con-
templated by the Commerce Com-
mittee bill is a closed system.

When our colleague from California,
Senator FEINSTEIN, asked a series of
guestions about this black market she
was repeatedly told about this pur-
ported closed system.

I believe that Senator FEINSTEIN
shares my concern about the govern-
ment’s ability to design a “‘closed sys-
tem,” given our experience with guard-
ing the nation’s borders and safe-
guarding our children in the costly and
never-ending battle against illicit
drugs.

I share Senator’s FEINSTEIN's pointed
remarks on this issue because I, too,
simply do not believe that this closed
system will prove so easy to imple-
ment.

It seems to me that the real question
for policymakers is this. Given these
facts, how can we shape a comprehen-
sive national tobacco control strategy
that can help prevent the next genera-
tion of young Americans from choosing
to use tobacco and help those already
addicted to stop?

In my view, most of the essential ele-
ments for answering this question can
be found in the proposed global tobacco
settlement announced last June 20th.

In return for funding a comprehen-
sive anti-tobacco education and ces-
sation program with an unprecedented
payment of $368.5 billion spread over 25
years, under the agreement the indus-
try would be granted a measure of fi-
nancial certainty and predictability by
settling a series of pending lawsuits.

Now, almost 11 months after that set-
tlement was proposed, it still holds
forth the best model for comprehensive
legislation which can "be enacted this
year.

It contains the limited liability pro-
visions which are necessary to evoke
tobacco industry compliance with the
program.

The President’s most senior rep-
resentatives have said, both publicly
and privately, that they would not op-
pose some version of those provisions
in a bill which was otherwise accept-
able. It is not the breaking point some
assert it to be.

preventing underage to-
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The AGs' proposal also avoids some
of the pitfalls inherent in legislation
currently being discussed. For exam-
ple, it will pass Constitutional scru-
tiny.

At some point, you have to stand up
for some principles like the First
Amendment’s protection of commer-
cial speech—a principle that, according
to virtually every constitutional law
expert that has testified before the Ju-
diciary Committee, will be subject to
court intervention if advertising and
promotion restrictions of tobacco prod-
ucts are written into a federal statute.

For example, noted First Amendment
practitioner Floyd Abrams has stated
that attempting to codify the existing
FDA rule—currently held in abeyance
pending further judicial proceedings in
the Fourth Circuit Court of Appeals,
would run afoul of First Amendment
protection.

By virtually insisting that the Com-
merce Committee codify the FDA rule,
the Administration is risking a pro-
tracted Constitutional battle over ad-
vertising provisions that industry will
voluntary go far beyond.

Still others point out that, absent in-
dustry agreement by contract and con-
sent decree, it will be unconstitutional
to require so-called industry lookback
penalties if certain tobacco reduction
targets are not met.

Mr. President, these are issues that
concern me very much.

They are issues which merit serious
study, and then concerted action, but
they should not be stumbling blocks to
enactment of a final bill.

I am alarmed.

I see the sands racing through the
hourglass as we move toward adjourn-
ment, but I do not see consensus
emerging on the shape of tobacco legis-
lation.

Indeed, 1 see the Congress increas-
ingly polarized, as members race into
either one of two camps: the ‘‘keep-up-
ping-the-ante’ faction, those who will
“pile on' any punitive bill, or the
“minimalist approach' contingent.

The result of this polarity is a paral-
ysis which cannot be breached until we
realize we are jeopardizing our effec-
tiveness through politicization.

Surely there is a middle ground, a
basis for legislation which focuses on
our real target—weaning a generation
of kids off of nicotine—not on the poli-
tics of punishment.

These political games not only dis-
appoint those we represent, but also, as
I have outlined, punish them as well.

We owe our kids, and we owe their
parents, hard-working Americans in
every state, so much, much more.

e ———————
RELEASE OF WINDOWS 98

Mr. HATCH. Mr. President, I am told

that this afternoon in New York City

Bill Gates and a number of other ex-
ecutives from throughout the computer
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and software industries will be holding
a press conference urging law enforce-
ment officials not to interfere with the
release of Windows 98.

I certainly do not begrudge Mr. Gates
or others in the industry to make their
views known. That is what makes our
democracy work. Indeed, T would like
nothing more than to see more enlight-
ened debate on this terribly important
policy issue. But I cannot help but
wonder how many of these executives
are on that stage because they truly
want to be. It strikes me as curious
that it was only after calls from Micro-
soft that many of these individuals saw
fit to sign letters and make public ap-
pearances. Indeed, I have been told
that some executives in fact hope to
see the Justice Department pursue fur-
ther its case against Microsoft, but
have chosen to join Mr. Gates on that
stage today because they feel they
have little choice but do so in order not
to jeopardize their relationship with
the industry's most powerful and im-
portant player. I understand perfectly
well that no one would publicly admit
as much, but, given recent develop-
ments, I do believe it is a question
worth considering.

But, I also think it is timely to re-
view where we stand today as the Jus-
tice Department considers whether to
bring a broader suit alleging anti-
competitive or monopolistic practices
by Microsoft.

I first raised the question of
Microsoft's seemingly exclusionary li-
censing practices last November. While
we are not privy to all of the licensing
and other practices the Justice Depart-
ment has been scrutinizing, over the
past few months a number of specific
practices have come to light. In par-
ticular, we have learned that Microsoft
not only tied the shipment of its
browser, Internet Explorer, to its mo-
nopoly operating system, Windows, but
also engaged in a series of licensing
practices with respect to computer
makers, Internet Service Providers,
and Internet Content Providers which
appear designed not to serve consumers
but rather to exclude competing brows-
er companies from the marketplace.
For a company with a monopoly in the
personal computer operating system
market—and nobody other than Micro-
soft would dispute that the firm has
monopoly power—to use its monopoly
power to exclude potential rivals clear-
ly raises serious antitrust concerns.

Let me point out that such seem-
ingly predatory and exclusionary prac-
tices raise concerns for even the most
conservative, free-market antitrust
thinkers. Judge Robert Bork, one of
the most brilliant and highly respected
conservative antitrust thinkers, and
author of the renowned "*Antitrust Par-
adox,” just yesterday explained in The
New York Times why even he is trou-
bled by what he has learned of
Microsoft’s practices. As Judge Bork
wrote:
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[wlhen a monopolist employs practices and
makes agreements that exclude competitors
and does so without the justification that
the practices and agreements benefit con-
sumers, the company is guilty . . . of an at-
tempt to monopolize in violation of Section
2 of the Sherman Act. When its own docu-
ments display a clear intent to monopolize
through such means, the case is cold.

I ask unanimous consent that this ar-
ticle be printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the New York Times, May 4, 1998]

WHAT ANTITRUST IS ALL ABOUT
(By Robert H. Bork)

WASHINGTON.—Rarely does a prospective
antitrust case roil public passion. But since
it became known that I represent a company
urging the Justice Department to challenge
certain of Microsoft’s business practices, my
mail has certainly livened up. One letter
writer complained that I had sold my *‘sole.”
His spelling aside, that writer was at least
kinder than the one who labeled me senile.

There seems to be a widespread impression
that the Microsoft controversy should be re-
solved by an ideological litmus test: liberals
are bent on punishing success, and conserv-
atives must defend Bill Gates’ company from
any application of the antitrust laws. But
the question is not one of politics or ide-
ology; it is one of law and economics. And
that is why an outspoken free marketeer
like me can be found arguing against Micro-
soft.

Indeed, in Congress and among the players,
liberals and conservatives, Democrats and
Republicans are found on each side of the
controversy. What, then, is the complaint of
the many companies that are urging action
by the Justice Department?

These companies—customers as well as ri-
vals of Microsoft—challenge some of
Microsoft’s business practices as predatory,
intended to preserve the company's monop-
oly of personal computer operating systems
through practices that exclude or severely
hinder rivals but do not benefit consumers.
Microsoft's effort to maintain and expand a
market dominance that now stands at 90 to
85 percent violates traditional antitrust
principles. Specifically, it violates Section 2
of the Sherman Act, territory visited dec-
ades ago by the Supreme Court.

The case, from 1951, was Lorain Journal
Company v. United States, and the Court's
ruling is directly on point. The Journal, in
the Court’s description of the case, “‘enjoyed
a substantial monopoly in Lorain, Ohio, of
the mass dissemination of news and adver-
tising.”” The daily newspaper had 99 percent
coverage in the town.

“Those factors,” the Court said, “made
The Journal an indispensable medium of ad-
vertising for many Lorain concerns.” A
minor threat to The Journal's monopoly
arose, however, with the establishment of
radio station WEOL in a nearby town. The
newspaper responded by refusing to accept
local advertising from any Lorain County
advertiser that used WEOL.

The Supreme Court called that an attempt
to monopolize, illegal under Section 2 of the
Sherman Act. There being no apparent effi-
ciency justification for The Journal's ac-
tion—that is, no evidence that it resulted in
an operation whose efficiency somehow bene-
fited consumers—it was deemed predatory.
To those who say I have altered my long-
standing position to represent an opponent
of Microsoft, I'm happy to note that 20 years
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ago I wrote that the Lorain Journal case had
been correctly decided.

The parallel between The Journal's action
and Microsoft's behavior is exact. Microsoft
has a similarly overwhelming market share,
and it Imposes conditions on those with
whom it deals that exclude rivals without
any apparent justification on the grounds of
efficiency. In fact, the case against Microsoft
is stronger, for there are many documents in
the public domain that make clear that
Microsoft specifically intended to crush com-
petition.

We may not yet know all of the exclu-
sionary practices, but we do know many.
Here's a sampler:

Microsoft’s operating system licenses have
forbidden *“original equipment manufactur-
ers’—makers of personal computers—to
alter the first display screen from that re-
quired by Microsoft. Microsoft thus controls
what the consumer sees. This restriction
also hampers consumers' use of competing
browsers to search the Internet or to serve as
an alternative platform for other programs.

Microsoft has restrained Internet service
providers and on-line services, which are
forced to deal with Microsoft because of its
monopoly in the Windows system. For in-
stance, it has forbidden service providers to
advertise or promote any non-Microsoft Web
browser or even mention that such a browser
is available. Netscape and others are denied
an important distribution channel to con-
sumers,

Companies that provide content on the
Internet, to gain access to Microsoft's screen
display, have been forced to agree not to pro-
mote content developed for competing plat-
forms.

When a monopolist employs practices and
makes agreements that exclude competitors
and does so without the justification that
the practices and agreements benefit con-
sumers, the company is guilty, as was The
Lorain Journal, of an attempt to monopolize
in violation of Section 2 of the Sherman Act.
When its own documents display a clear in-
tent to monopolize through such means, the
case is cold,

Netscape and the other companies seeking
an end to these practices are not asking the
Justice Department to take any action that
would interfere in the slightest with
Microsoft's ability to innovate. The depart-
ment is simply being asked to stop Microsoft
from stifling the innovations of others. The
object is to create a level playing field bene-
fiting consumers. That is what antitrust is
about—a view that should require no one to
sell his *‘sole.”

Mr. HATCH. Anyone who knows
Judge Bork knows that he would never
take the position he has taken were he
not convinced that it was 100 percent
consistent with the antitrust views he
has long espoused.

Similarly, Daniel Oliver, former
chairman of the Federal Trade Com-
mission under President Reagan, just
published a piece in the May 4 edition
of The National Review. Mr. Oliver,
long known as a free-market proponent
who generally opposes all but the most
justified government intervention in
the marketplace, had this to say:

If ever there was a case that raises con-
sumer-welfare issues, this would seem to be
it. Microsoft has a 90 per cent share of a
world market; there are reasons to think
that share will endure; Microsoft has en-
gaged in restrictive practices; and many of
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those practices do not appear to have any ef-

ficlency justifications that would benefit

consumers rather than the company. Where
you find a dead body, a bloody knife, finger-

prints, and a motive, there may have been a

crime.

I ask unanimous consent that this ar-
ticle as well be printed in the RECORD,
along with a personal letter I received
several weeks ago from Mr. Oliver and
from Mr. James Miller, also a former
chairman of the Federal Trade Com-
mission and director of the Office of
Management and Budget under Presi-
dent Reagan.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the National Review, May 4, 1998]

NECESSARY GATESKEEPING . . .

DOES ANTITRUST LAW PROTECT CONSUMER WEL-
FARE, OR PUNISH THE FIRMS CONSUMERS PRE-
FER?

(By Daniel Oliver)

The Department of Justice is pursuing
Microsoft on antitrust grounds, and a num-
ber of conservative writers and organizations
have gone to Microsoft's defense, including
the Wall Street Journal, Jack Kemp, Adam
Thierer of the Heritage Foundation, Thomas
Sowell—and National Review. They proclaim
that the free market is a better protector of
consumer welfare than government; and
their visceral distrust of government activ-
ity is welcome in this post-the-era-of-big-
government-is-over era. But for antitrust
cases, which are complex and fact-specific,
the head is a better guide than the viscera.

The charges against the Justice Depart-
ment's lawyers are familiar—and all the
more persuasive because government law-
yers have certainly been guilty of such
things in the past. They are accused of arro-
gant industrial planning, micromanaging,
trying to second-guess the market and pick
winners, supporting Microsoft's competitors
rather than competition, and going off on a
leftward regulatory lurch. However, even if
all those charges against the Justice Depart-
ment were true, there could still be a case
against Microsoft that would benefit con-
sumers.

The central problem the critics of the Jus-
tice Department have to deal with is that
Microsoft probably has “market power' '—or
the ability to threaten consumer welfare.
(Market power is determined by looking at
market share and a company’'s ability to
maintain it.) Microsoft has approximately 90
percent of the world market for PC operating
systems. In a large market—the world—90
percent is huge.

But the critics are reluctant to concede
the importance—or even the existence—of
Microsoft’'s large market share. One critic
claims the appropriate market in which to
measure Microsoft's share is the entire $570-
billion computer industry, of which Micro-
soft controls only a small portion. Alter-
natively, he suggests that the appropriate
market is all software, of which Microsoft
produces only 4 percent. In antitrust who-
ever defines the market controls the debate.
If you define the market broadly enough, no
one company will ever seem to have enough
power to harm consumer welfare.

Some of the Justice Department’s critics
maintain that Microsoft’'s large market
share is irrelevant by claiming that barrlers
to entry Into the software business are low,
and that we can expect competitors to come
along and unseat any incumbent monopolist.
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The software industry, however, is charac-
terized by extremely low marginal costs. Un-
like the second automobile off an assembly
line, the second copy of a new software pro-
gram costs virtually nothing to produce—
which gives established companies a tremen-
dous advantage over their competitors. In
addition, what economists call “‘network ef-
fects" make entry into the software business
difficult. The more people there are who use
a particular computer system, the more val-
uable that system will be—and the more dif-
ficult it will be for the producer of a new
product to get it accepted by the ‘“installed
base” of consumers using both the estab-
lished product (the operating system) and
the ancillary products (software written for
that system). The unprecedented economies
of scale resulting from low to no marginal
cost for production combined with network
effects make the “‘natural’ barriers to entry
into the software market substantial.

The fact is, Microsoft seems to have a mo-
nopoly (i.e., market power), and that should
be a source of concern to consumers—not be-
cause Bill Gates might turn out to be an evil
genius, but because he will be inclined to be-
have like—a monopolist.

Microsoft may have earned its monopoly in
operating systems by providing a product
preferred by most customers. But can we say
the same thing about its share of, say, the
word-processing market? In 1995, Word-
Perfect was the most popular word-proc-
essing program, with 60 per cent of the mar-
ket. Today WordPerfect is down to 13 per
cent, and Microsoft’s MS Word has about 80
per cent. That's a remarkable shift of con-
sumer preferences.

How did Microsoft do it? Did consumers
find it diffieult to run WordPerfect on
Microsoft's operating system? Suppose, hy-
pothetically, that Microsoft used its monop-
oly position in operating systems to make
WordPerfect work less perfectly, with the in-
tention, and result, of driving people from
WordPerfect to Microsoft’s own word-proc-
essing product. It shouldn't take a left-
winger to spot the consumer harm. Con-
sumers would be denied real choice.

The point is not that Microsoft has mis-
used its position, but that if Microsoft is in
a position to misuse its position, consumers,
and their champions at the Justice Depart-
ment, should be concerned.

The current concern is that Microsoft
might use its position in the operating-sys-
tems market to: (1) monopolize access to
Internet content; (2) monopolize the market
for web browsers; or (3) maintain its carrent
share of the operating systems market by
making sure that other web-browser prod-
ucts will not, when combined with Internet
applications, amount to an alternative oper-
ating system. If Microsoft succeeds in any of
those endeavors, consumers will be harmed
by not being free to choose other products.

Bill Gates ‘*scoffs' at rivals’ charges of
anti-competitive behavior and *‘bristles” at
the mention of the word monopoly. But the
evidence suggests that Microsoft has rou-
tinely engaged in sharp-elbow practices that
seem designed to preserve or extend its mo-
nopoly. Under repeated questioning at a Sen-
ate hearing in March, Gates finally con-
ceded—for the first time publicly—that
Microsoft. puts restrictions in its contracts
that bar some of the websites featured in its
Internet software from promoting Netscape
or being included in Netscape's rival listing.
Microsoft has also required computer manu-
facturers to pay license fees for products
even if they didn’t install them. Once they
have paid for the Microsoft product, they
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will have less incentive to pay for a com-
peting prodact. That makes it more difficult
for competitors to sell to the computer man-
ufacturers.

The Justice Department's action is de-
signed to assist competition and innovation,
A software geek with a new idea, or the in-
vestors he goes to for seed capital, may
rightly fear that, even If he can get to pro-
duction, his product will be duplicated by
Microsoft and then bundled into its oper-
ating system. While he might develop prop-
erty rights that would be protected by the
intellectual-property laws, he is not likely to
have the cash to assert those rights against
monopoly-rich Microsoft.

There are three policy options for dealing
with monopolies: outlaw all monopolies;
allow monopolies to function completely un-
fettered; or allow monopolies to exist but
with some limitations on what they can do.
U.8. public policy has selected the third op-
tion in the belief that it will produce more
consumer welfare than the others.

If ever there was a case that raised con-
sumer-welfare issues, this would seem to be
it. Microsoft has a 90 per cent share of a
world market; there are reasons to think
that share will endure; Microsoft has en-
gaged in restrictive practices; and many of
those practices do not appear to have any ef-
ficiency justifications that would benefit
consumers rather than the company. Where
you find a dead body, a bloody knife, finger-
prints, and a motive, there may have been a
crime.

Objecting to the Microsoft case is tanta-
mount to saying we shouldn’t have any anti-
trust laws at all. That may not be intellectu-
ally scandalous, but it is certainly a minor-
ity position, and not the position of the Chi-
cago School or the people who served in the
Reagan Administrations—or even one dic-
tated by common sense.

MARCH 19, 1998.
Hon. ORRIN HATCH,
U.S. Senate,
Washington, DC.

DEAR SENATOR: As the two chairmen of the
Federal Trade Commission during the
Reagan Administrations, whose responsi-
bility it was to enforce the antitrust laws,
we want to applaud your investigation Into
whether those laws are adequate to deal with
competition issues in our information tech-
nology economy.

A number of prominent conservatives have
criticized you, as well as the Justice Depart-
ment which has brought a case agalnst
Microsoft, on two grounds: that the free
market will protect consumers' interests;
and that government intervention will in no
event be beneficial.

We disagree with these criticisms in the in-
stant case. Although we are and have been
extremely skeptical of government interven-
tion In the economy—as is evidenced by the
innumerable statements we have made over
the years—we believe government does have
a role to play in keeping markets free and
that the Microsoft situation deserves serious
review.

Whether Microsoft has “‘market power'"—a
technical term—which raises antitrust con-
cerns is, of course, a separate gquestion.
Microsoft clearly plays a dominant role in
the market for computer software systems.
Moreover, as you discovered—with some dif-
flculty—at the Senate Judiciary Committee
hearing on March 3rd, Microsoft appears to
have engaged in certaln practices designed
to restrict the activities of its competitors,
On the other hand, Microsoft’'s dominant role
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in the PC operating systems market may not
imply monopoly power and in any event may
evanesce within a few years. This is an em-
pirical matter, and an informed judgement
awaits further information and analysis.

The purpose of this letter is not to write a
brief against Microsoft. It is only say what
we think should be obvious: that the Micro-
soft situation raises serious concerns about
the vigor of competition in the market for
PC operating systems. After all, Microsoft is
not the corner drug store, or the local bak-
ery. It is a world wide company, with a mar-
ket value greater than IBM and General Mo-
tors combined, doing business in this coun-
try’s, and perhaps the world's, most impor-
tant industry. The extent of competition in
this industry should be of vital concern to
your committee as you contemplate the effi-
cacy of the antitrust laws to protect the in-
terests of consumers.

Those who profess to be unconcerned by
Microsoft’s position and behavior may say
they are followers of the Chicago School of
economics—which is a shorthand way of ex-
pressing great skepticism about antitrust
enforcement and government intervention
into the economy.

We share those concerns, as is evidenced—
to repeat—by the myriad public statements
we have given over many years. But in our
judgement, not to be concerned by Microsoft
is neither good public policy, nor does such
an attitude reflect an accurate under-
standing of the Chicago School.

Finally, we want to address what we think
is a strawman issue: that government (the
Justice Department and the Senate Judici-
ary Committee) is only acting in response to
the whining of Microsoft's competitors who
are attempting to get from politicians what
they have been unsuccessful in obtaining in
the market place. We know from experience
that such protestations are not an accurate
guide to the competitiveness of the market.
But even if the current inquiry is prompted
by the efforts of Microsoft's competitors,
this motivation bears little relation to the
facts of the case. Microsoft either is or is not
behaving properly, and the antitrust laws ei-
ther are or are not adequate for current cir-
cumstances wholly independently of what
Microsoft's competitors are trying to accom-
plish.

For that reason we applaud your investiga-
tion, wish you every success, and offer to
help in any way we can.

Yours sincerely,
JAMES C. MILLER III.
DANIEL OLIVER.

Mr. HATCH. There are those who ob-
ject that the Government should not
interfere with the dynamic hi-tech
marketplace. I agree with those who
espouse a natural, instinctive skep-
ticism toward any Government inter-
vention in the marketplace. But en-
forcement of the antitrust laws may be
all the more important if innovation in
the most important, fast-growing sec-
tor of our present and future economy
is being suffocated under the thumb of
a company both willing and able to ex-
ploit its monopoly power.

The media campaign surrounding the
public release of Windows 95 was ac-
companied by a theme song. As I re-
call, it was the Rolling Stones’ hit song
Start Me Up. For innovators seeking to
compete with Bill Gates, for PC mak-
ers who feel that they have little
choice but to steer clear of any actions
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that might upset their relationship
with Microsoft, and for consumers, be-

. holden to Microsoft for software prod-

ucts, I wonder whether the theme song
for Windows 98 shouldn’'t be another
Rolling Stones hit—Under My Thumb.
Mr. President, I yield the floor.
The PRESIDING OFFICER. The Sen-
ator from North Dakota.
| ———

THE FARM CRISIS IN NORTH
DAKOTA

Mr. CONRAD. Mr. President, 1 rose
yesterday to discuss the farm crisis in
my home State of North Dakota. Yes-
terday, I showed a chart that showed
what has happened to farm income in
our State between 1996 and 1997, and 1
start today with that same chart be-
cause it shows North Dakota farm in-
come being washed away in 1997.

In 1996, we had $764 million of farm
income in the State of North Dakota;
in 1997, §15 million—a 98 percent reduc-
tion in farm income from 1 year to the
next. If that is not a crisis, I don't
know what would constitute one. The
total farm income of the State of
North Dakota in 1997 was $15 million.
That is divided up among the 30,000
farmers of our State. In other words,
the average farmer had a profit, or net
income, of only $500 for the entire year.
That is a crisis.

The problems for agriculture go
much further, deep into the pockets of
farm producers. In my State and many
other States, the economic difficulty
in agriculture means trouble on Main
Street. If the pockets of farmers are
empty, so are the pockets of bankers,
grocers, implement dealers, cafe and
gas station owners—you name it; any
Main Street business is negatively af-
fected, and so are the workers whose
businesses are affected.

About a week and a half ago, a meet-
ing was held on the border of north-
eastern North Dakota and northwest
Minnesota, where the farm troubles in
our region are the worst. At that meet-
ing, which was held by the State Farm
Service Agencies, there were agricul-
tural lenders, implement dealers, agri-
cultural suppliers, and other agri-
businesses in attendance. Today I
thought I would share some of the com-
ments made at that meeting by those
people who are dependent on the agri-
cultural economy. These comments il-
lustrate the problems we are facing in
agriculture in North Dakota.

The first comments were made by ag-
ricultural suppliers—the providers of
fuel, seed, fertilizer, and other farm in-
puts. Here is what two of them said at
this meeting. The first one said:

My daughter sells seed to farmers. Earlier
she distributed the seed, now she is going
around to pick it up.

That is a very bad sign, when those
who are selling seed are going around
to pick it up after it has been distrib-
uted. That means acreage is not going
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to be planted, and it is not going to be
planted because farmers can't cash
flow. They didn't cash flow last year;
they aren't going to cash flow this
vear. That is because of this stealth
crisis that is occurring out in my
State. I am alerting my colleagues, it
is in my State today: it may be in your
State tomorrow. This is a crisis that
has no Federal response.

The second ag supplier said:

Yesterday, six farmers wanted anhydrous
ammonia fertilizer. I turned four of them
away. The question this year is not, Do you
have a loan?" but *‘Is that check any good?"

All across North Dakota, those are
the kinds of questions that are being
asked.

Also at this meeting there were im-
plement dealers. The implement deal-
ers also had some interesting com-
ments. One said:

Last year, all the combines I sold went to
senlor citizens. That should tell you some-
thing about the condition of our young farm-
ers.

The second implement dealer said:

In 1974 it took 5,600 bushels of wheat to buy
a 250 horsepower four wheel drive tractor.
Today it takes 26,000 bushels to buy the same
horsepower, and it doesn't cover any more
ground than the old one. There just isn't any
buying power left in the bushels they
produce.

When asked yesterday, Why are we
having this crisis in North Dakota? It
flows from a number of factors.

No. 1 is low prices.

No. 2, it flows from widespread dis-
ease as a result of 5 years of overly wet
conditions.

No. 3 is a very weak Federal farm
policy.

Those are the fundamental causes for
the crisis in our State.

It is not just the implement dealers
at this particular meeting who are
talking about it. In addition, I have
also heard from other implement deal-
ers in recent news articles about the
crisis in agriculture. Jon Sundby, a
farm machinery dealer in Hillsboro,
ND, said:

A year ago at this time, I think we sold 42
tractors. This year we have sold three.

Mr. President, that reflects the depth
of the crisis that is hitting North Da-
kota.

Bob Lamp, the executive vice presi-
dent of the North Dakota Implement
Dealers Association, said:

At this point, there isn’t much of a market
for machinery because of the economy.

Comments from implement dealers
and others reflect what is happening
all across our State. It is not just im-
plement dealers. Ag lenders are also
weighing in. They were at this April 23
meeting. About a week and a half ago
that meeting occurred. As anybody in
agriculture knows, if you don't have
money to operate your farm, you sim-
ply can’t farm. It is rare in my State
for producers to farm without loans to
cover their operating expenses. That is
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why ag lenders are critically important
to farmers. :

Here is what some of them are saying
about our current agricultural econ-
omy.

One ag lender said at this April 23
meeting:

Too many are trying to farm this year on
credit cards —

On credit cards—

That is a recipe for disaster.

I was just with somebody from the
State department of agriculture. He
had been looking at farm plans. He saw
one farmer who had credit card ad-
vances of $130,000—5$130,000 on credit
cards—to farm. That is a recipe for dis-
aster.

A second ag lender said:

The farmers in trouble are good, honest
producers who are suffering in silence. USDA
needs to raise loan limits and make interest
assistance more widely available on existing
loans.

A third said:

This is, by far, the worst year ever, even
considering the 1980s.

Mr. President, suffering in silence, 1
found that. I just took a tour of my
State, held farm meetings all across
North Dakota during the 2-week break
in April, and what I found was that
farm producers are shellshocked. They
are suffering in silence. They don't
know where to turn.

One recommended that “USDA needs
to raise loan limits.” He is exactly
right. The Secretary of Agriculture
supports lifting the caps on commodity
loans, but does not have the authority
to do it. The Congress has the author-
ity. We are the ones who have to make
a decision to provide some relief.

Those loan levels are unusually low.
In the 1996 farm bill, caps were set on
wheat at $2.58 a bushel. There is no one
who can farm and make it on $2.58 a
bushel. That doesn’'t cover your oper-
ating expenses.

Were we to simply remove the caps,
we calculate the loan rate would be 62
cents higher, $3.20 a bushel. That, too,
is inadequate, but it would be a help
and it is the one thing we could do
quickly to put some money in the
pockets of these farm producers who
are otherwise going to go under.

1 indicated yesterday that we are
going to lose 3,000 farmers in North Da-
kota this year. We only have 30,000.
Ten percent of the people are going to
go out of business this year, and the
situation next year, unless we act, is
going to be far worse.

I very much hope that my colleagues
are listening, because this is a crisis.
Last year, we had a very visual crisis
in North Dakota with the floods, the
fires and the most powerful winter
storm in 50 years. The news media paid
attention. As a result, we received a
strong response. Well, the disaster con-
tinues, but there is virtually no atten-
tion being paid to it. That is why I say
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we have a stealth disaster this year.
The conditions are undermining our
agricultural producers in a way that is
unprecedented. We have never seen
such economic hardship on the farm,
and yet there is almost no Federal re-
sponse.

If we are going to avert disaster, the
Federal Government needs to respond;
this Congress needs to respond. Why is
it? Because Congress passed a farm bill
that forces farmers to face greater risk
and succeed or fail based on the whims
of the marketplace. It is because Con-
gress has failed to act on the research
title of the farm bill and has placed in
jeopardy not only the future of agricul-
tural research, but stability in our crop
insurance system and rural develop-
ment in the Fund for Rural America.
Those items are funded in the research
bill. It is because our crop insurance
system is based on a formula which un-
fairly penalizes producers who experi-
ence repeated disaster, and it is espe-
cially because when our farmers face a
disaster in crop production, there is no
program to help.

As I indicated yesterday, if you have
a disaster in agriculture today, the
only help is a low-interest loan. So we
are saying to these people at the very
time they don't have the money to
cash flow, *Go deeper into debt.” That
is no answer.

All of these problems need to be ad-
dressed, and they need to be addressed
as soon as possible. The livelihood of
our farmers, our Main Street busi-
nesses, our rural infrastructure and the
very health of our Nation depend on it.

I have one last comment from an ag
lender. This is in North Dakota, and he
said:

Agriculture needs to be on the top of the
agenda for the President, the Secretary and
Congress, but, unfortunately, it doesn’t seem
to be.

Mr. President, we have to make it
part of the agenda or we are going to
have a calamity in North Dakota. I say
to my colleagues, we are the first to
experience this. Others of my col-
leagues will probably not be far behind,
because if you have a weather disaster,
if you have a series of bad years, as we
have experienced, you will find there is
precious little Federal assistance. That
is because of the changes that have
been made in the farm bill and other
measures taken by Congress.

I alert my colleagues, North Dakota
may be experiencing this stealth dis-
aster today, but our colleagues are
probably not far behind. I urge them to
pay attention to this problem. We are
an early warning signal, just like they
used to send the birds down the mine
shaft to see if there was air. North Da-
kota is the little bird in the mine shaft
warning the rest of the Nation that we
have a badly flawed farm policy in
place. A 98-percent reduction in farm
income in 1 year—98 percent. I don't
think there is another industry that
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could survive that kind of fiscal calam-
ity. I know our industry cannot.

Mr. President, how much time do I
have remaining?

The PRESIDING OFFICER
GRASSLEY). One minute, 24 seconds.

e ——————
MANAGED CARE

Mr. CONRAD. Mr. President, on an-
other matter, I want to address the
issue of a young man named Ethan
Bedrick. Let me put up Ethan’s picture
80 we can see who we are talking
about. This is Ethan. Ethan was born
on January 28, 1992. His delivery went
badly, and as a result of asphyxiation,
he has suffered from severe cerebral
palsy and spastic quadriplegic which
impairs motor functions in all of his
limbs.

You can see him. He is a fighter.
Look at that look on his face. He is a
happy young fellow, even though he
faces severe restrictions.

He was put on a regimen of intense
physical, occupational and speech ther-
apy to help him overcome some of
these obstacles.

At the age of 14 months, Ethan’s in-
surance company abruptly cut off cov-
erage for his speech therapy and lim-
ited his physical therapy to only 15 ses-
sions per year. Mr. President, can you
imagine, this little boy was damaged at
birth, and when he is 14 months old,
the insurance company cuts off cov-
erage for his speech therapy. limits his
physical therapy to 15 sessions a year.
At 14 months, when the insurance com-
pany made these decisions to cut off
this young child from the therapy he
needed, the change was recommended
by an insurance company representa-
tive performing a utilization review of
his case. The reviewer cited a 50 per-
cent chance that Ethan could walk by
age 5 as a minimal benefit of further
therapy.

Further, the reviewer never met per-
sonally with Ethan, his family, or
Ethan’s team of regular doctors. Upon
review, the insurer affirmed its posi-
tion with a second company doctor,
citing a single New England Journal of
Medicine article on physical therapy
and child development. That article
was published in 1988, 4 years before
Ethan was born.

I want to go back to the point here
that was made by the insurance re-
viewer. The change was recommended
by the insurance company reviewer,
citing a 50 percent chance that Ethan
could walk by age 5 as a ‘‘minimal ben-
efit.”” Shame on that reviewer; shame
on that company. A 50 percent chance
of walking is a minimal benefit? How
would they feel if it were their child?
How would they feel then? A 50 percent
chance of walking is a minimal ben-
efit?

Further, the doctor declared the pre-
scribed therapeutic equipment, includ-
ing a bath chair designed for aiding his

(Mr.
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parents and care providers in his bath-
ing, and an upright walker to allow
him upright movement and muscle de-
velopment, were merely convenience
items—convenience items—and costs
not to be covered by his insurance. Can
you imagine if you were the parents of
this little boy and you were told a
walker is a convenience item? You
were told that a device to help in the
bathing of this multiply handicapped
child was a convenience item?

The Bedricks, the parents, didn't feel
that way. They filed suit. In 1996, the
fourth circuit ruled that the insurer’s
decision to restrict therapy was arbi-
trary and capricious because the opin-
ions of their medical experts were un-
founded and tainted by conflict. Fur-
ther, the court concluded that neither
the insurance plan nor corporate guide-
lines require ‘‘significant progress'’ as
a precondition to providing medically
necessary treatments. The court noted,
It is as important not to get worse as
it is to get better. The implication that
walking by age 5 would not be signifi-
cant progress for this unfortunate child
is simply revolting.”” Those are the
words of the court, that the position of
this insurance company ‘‘is simply re-
volting."

This is a quote from the attorney for
young Ethan. “The implication that
walking by age 5 would not be a ‘sig-
nificant progress’ for this unfortunate
child is simply revolting. . . . The de-
livery of health care services should be
based on the promotion of good health
and not the margin of profit.””

During the time of review and litiga-
tion, Ethan lost 3 years of vital ther-
apy. and ERISA, the Employee Retire-
ment Insurance and Savings Account
which governs HMOs, left the Bedricks
with no remedy for compensation for
Ethan’s loss of therapy. The Bedricks’
ability to give justice for what the
HMO did to Ethan was erased because
of ERISA.

I raise this issue today because very
soon Congress is going to have a
chance to act and we, in conscience,
must insist that children like Ethan
have a fair shot at fair treatment. This
little boy, now 6 years old, should not
be told that a 50/50 chance of being able
to walk is, as described by the insur-
ance company, ‘‘a marginal, minimal
benefit.” That simply cannot be what
we do in this country to little boys like
Ethan.

I yield the floor.

Mr. DORGAN. Mr. President, the
story that was just described by my
colleague, Senator CONRAD, is one that
occurs all too often across this country
in this new era of managed care. Every
day we intend to describe the cir-
cumstances of managed care in this
country that require us to bring a Pa-
tients' Bill of Rights to the floor.
Every day we will discuss this issue on
the floor of the Senate, hoping that we
will be able to persuade those who
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schedule the Senate to bring the Pa-
tients’ Bill of Rights to the Senate.

Every person in this country seeking
health care ought to have a right to
know all of their options for treat-
ment, not just the cheapest option for
treatment. Everyone seeking health
care in this country ought to have a
right to show up in an emergency room
and get necessary treatment for an
emergency medical need. The list goes
on. That is why we want to see a piece
of legislation called the Patients' Bill
of Rights brought to the floor of the
Senate.

The PRESIDING OFFICER. Under a
previous order, the Chair recognizes
the Senator from North Dakota, Mr.
DORGAN, for 9 minutes 31 seconds of the
previously allotted time.

AGRICULTURE

Mr. DORGAN. Mr. President, for the
remaining moments 1 will speak on the
subject of agriculture. I know it is
probably something a lot of people do
not think about or don't want to talk
much about. Family farmers in my
State are in trouble. At night when you
fly across my State in a small airplane
and look down, those family farmers
have the brilliant yard lights that peek
up at you. Each of these points of light
represent a family living in the coun-
try. trying to make a living on the
family farm.

Recently there was an editorial car-
toon in the Forum newspaper of Fargo,
ND, showing a truckload of family
farmers going down the road sur-
rounded by a landscape of farm prob-
lems, including low prices, crop dis-
ease, and inadequate programs. The
road sign in the cartoon stated. “*The
point of no returns.” Why? Here is
what is happening to the price of
wheat. We passed a new farm bill and
the price of wheat goes down, and
down. Wheat prices are down 42 percent
since May of 1996, following the passage
of the new farm law. The point is that
the new farm law pulls the rug out
from under family farmers in terms of
a safety net and tells the farmers, “Go
to the marketplace to get your price.”
Then the marketplace has a patheti-
cally low price, and farmers go broke.

I had a farm meeting in Mandan, ND,
and a fellow stood up. He was a big
burly guy with a beard. He said his
grandfather farmed, his dad farmed,
and he has farmed for 23 years. His chin
began to gquiver, and he began to get
tears in his eyes, and he said, ‘I can’t
keep farming. I am forced to quit this
year.”

We have all heard the stories. One by
one. I suppose people say that is just
one farmer. Yet ‘“‘one by one’ means
that across this country, there are hun-
dreds and thousands of farmers leaving
farming. It is especially evident in my
State. When farmers can't make a liv-
ing and go out of business, it seems to
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me that is an enormous step back-
wards. Family farmers contribute
something wvery important to this
country.

Family farmers have had to fight
several things in my State recently.
They had to fight the weather. We
went through a winter in which we had
3 years' worth of snow in 3 months. We
had seven blizzards, the last of which
put nearly 2 feet of snow on the ground.
1t was the worst blizzard in 50 years.
Farmers had to fight that. Then they
had to fight low prices. Then they had
to fight a crop disease known as fusar-
ium head blight or scab which wiped
out a quantity of their crop. And, then
they have to fight a Congress and a
farm policy which has been constructed
by people in Congress who say it
doesn’t matter who farms.

These folk think agrifactories are
fine. They can farm as far as the larg-
est tractor will go, until it runs out of
gas, and that is fine with them. It is
not fine with me. If we end up with a
land of giant agrifactories farming
America’'s farmland, we will have lost
something forever in this country that
is very important. As a matter of so-
cial and economic policy, we ought to
fight with every fiber of our being to
make sure we have a network of fami-
lies living out on the farms in this
country's future.

I watched one day when somebody
came in that door, breathless, and
walked to the floor of the Senate on
the supplemental appropriations bill
and offered an amendment for $177 mil-
lion to be added to star wars national
missile defense system. They added
$177 million that wasn’'t even asked for.
But that wasn't a problem. It was ac-
cepted by consent. A total of $177 mil-
lion was added early in the morning.
That was OK with this body because it
was for star wars. But somehow we
don't have enough money to provide a
decent wheat price for a family farmer
who is struggling out there.

I got a letter from a man and his wife
who quit farming recently. The letter
is from George and Karen Saxowsky, of
Hebron, ND. I will read just a couple of
paragraphs, since I have 2 more min-
utes. It describes for those who don’t
know about family farming what this
family went through. She wrote a
Christmas letter and described part of
what they went through in the storms.
She talked about the last blizzard.

I will read a couple paragraphs:

As the storm abated Sunda.y evening 1
could hear Glendon yelling and ran to see
what was going on now, but couldn't find
him. Here, they had found a cow laying on
its side drowning in muck. Glendon was lay-
ing flat on his belly holding the cows head
out of the muck while George was trying
frantically to get the tractor down to him. I
plowed through four foot deep snow to help—
the first tractor got wet and quit. [All during
the storm we had distributor caps In the
oven drying out!] He got the Bobecat—it quit;
he got the next tractor and we made it down
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there, tore a fence down, put chains on the
cow and pulled her out. She died; as did a
calf that had been buried in the snow some-
place in the ten feet we pulled the cow and
we didn't even see, until the snow melted
enough, that it was under her: as did those
two calves in the basement; as did a calf that
had followed its mother to the water foun-
tain, got stuck in the snow and froze to
death standing up—we must have walked by
that calf fifty times but with the blizzard
didn't see it—they get snow covered really
fast; as did the cow in the corral with a roof
over her head with water and hay right be-
side her; as did—well, you get the picture. It
continued for fourteen days after the storm,
every day we lost at least one cow and/or
calf. We took them to the vets for autopsies
and what-not but it just seemed there was
nothing we could do to save them. One day
we made it to 5:00 without any dying and
thought the curse was broken but by mid-
night we had lost a cow and a calf. It was a
terrible, terrible time, but we lived through
it—but not alone. Friends were there for us.
On the Friday after the storm one called to
tell us to get out of the house and come to
town for a Fireman's Dance—we were just
too exhausted and depressed—but he was
really pushy (he did the same thing for us
after last year's cow incident on 1-94). We
went and visited with other farmer-ranchers
who were in the same boat—it really was so
helpful and encouraging?

We were really dreading the first snow of
this winter. Long about October, George
started talking about quitting farming—I
took it as a mid-life crisis; a one time slide.
But he kept talking—and then started mak-
ing plans. We would put in a crop in '98 and
quit in '99. 1 still thought ‘this-too-shall-
pass’ but he just go more serious. In Novem-
ber I started getting calls asking if I would
like a job off the farm? I have to tell you, I
was so flattered that they even considered
me capable of doing what they needed; I had
been self-employed for almost 25 years! I
turned them down, but it did start the
wheels turning. Then, there was an ad in the
paper for a job in Hebron with benefits. We
talked about it and I applied; they offered
me the job and I took it. This was not easy,
now we couldn’t put a crop in this spring as
the job is 40 hours a week including every
other Saturday and George can’t farm with-
out me.

The bottom line is: a 47 year old, 4th gen-
eration farmer in this 27th year of farming is
quitting farming.

This is why this farm couple is quit-
ting farming. It is not just because of
the storm and the dead cattle. It is
about making a living and getting
some return for their efforts.

North Dakota farmers had a decline
of $750 million in farm income in 1997.
Low prices, crop disease, weather. Sen-
ator CONRAD pointed out that 98 per-
cent of the net income of farmers was
washed away by this set of problems.
And, there is one more problem that
farmers face. They face a Congress that
doesn’t seem to care whether there are
family farmers.

The new farm program pulls the rug
out from under our family farmers.
They are told to go to the marketplace
to get their price. When they go there,
the big millers are there and the big
grocery manufacturers are there, and
the big grain traders are there. They
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all want lower prices, so they drive
prices down so when family farmers go
to the marketplace, they find patheti-
cally low prices, well below their costs
of production for grain.

The fact is they lose money year
after year because farm prices are con-
sistently below the full economic costs
of production. Then they suffer
through crop disease on top of it all,
and find out the crop insurance pro-
gram doesn’t work. When they turn to
the safety net, they find that, no, that
has been pulled away. When they ask
what is the loan rate on a bushel of
wheat, they find it is the lowest it has
been in decades.

So the question is: Is somebody here
going to start to care about whether we
have family farmers or not? Or is the
priority here that you can waltz
through these doors and offer a couple
hundred million dollars for star wars,
and get plenty of money for things like
that: but when it comes to family
farmers we don’'t have enough money
for a decent support price to help them
stay on the farm?

Mr. President, I and others will be
talking about this in the coming days.
I hope, as we search for some solutions,
this Congress will decide family farm-
ers are worth finding solutions for, and
that we will develop a better farm pro-
gram, one that really works to provide
protection for family farmers.

I yield the floor.

| ———————

WE THE PEOPLE . . . THE CITIZEN
AND THE CONSTITUTION

Ms. COLLINS. Mr. President, on May
2-4, 1998, more than 1,200 students from
across the nation were in Washington,
D.C. to compete in the national finals
of the We the People . . . The Citizen
and the Constitution program. 1 am
proud to announce that a class from
0ld Orchard Beach High School rep-
resented the State of Maine. These out-
standing young scholars worked dili-
gently to reach the national finals by
winning local competitions in Maine.

The distinguished members of the
class representing Maine are: Lauren
Asperschlager, Lucy Coulthard, Chad
Daley, Rose Gordon, Krista Knowles,
Nathan LaChance, Sarah Lunn, Sandra
Marshall, Katie McPherson, Cindy St.
Onge, Sam Tarbox, and Sharon Wilson.
1 also want to recognize their teacher,
Michael Angelosante, who deserves
much of the credit for the success of
the class. The district coordinator,
John Drisko, and the state coordi-
nator, Pam Beal, also contributed a
significant amount of time and effort
to help the class reach the national
finals.

The We the People . .. The Citizen
and the Constitution program is the
most extensive educational program in
the country developed specifically to
educate young people about the Con-
stitution and the Bill of Rights. The
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three-day national competition simu-
lates a congressional hearing whereby
the students are given the opportunity
to demonstrate their knowledge while
they evaluate, take, and defend posi-
tions on relevant historical and con-
temporary constitutional issues. The
simulated congressional hearing con-
sists of oral presentations by the stu-
dents before panels of adult judges.

Administered by the Center for Civic
Education, The We the People . . . pro-
gram has provided curricular materials
at upper elementary, middle, and high
school levels for more than 75,000
teachers and 24 million students na-
tionwide. Members of Congress and
their staffs enhance the program by
discussing current constitutional
issues with students and teachers.

The We the People . .. program is
designed to help students achieve a
reasoned commitment to the funda-
mental values and principles that bind
Americans together as a people. The
program also fosters civic involvement
as well as character traits conducive to
effective and responsible participation
in politics and government.

I commend these student constitu-
tional experts from Maine and through-
out the nation who have participated
in the We the People national
finals for their achievement in reach-
ing this level of the competition.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is now closed.
e —————

INTERNAL REVENUE SERVICE RE-
STRUCTURING AND REFORM ACT
OF 1998

The PRESIDING OFFICER. Under
the previous order, the Senate will re-
sume consideration of H.R. 2676, which
the clerk will report.

The bill clerk read as follows:

A bill (H.R. 2676) to amend the Internal
Revenue Code of 1986 to restructure and re-
form the Internal Revenue Service, and for
other purposes.

The PRESIDING OFFICER. The time
until 12:30 p.m. shall be for debate only,
unless the managers’ amendment is of-
fered.

Mr. ROTH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. ROTH. Mr. President, I urge my
colleagues to come down to debate this
important piece of legislation. A num-
ber of individuals have indicated they
want the opportunity to discuss this
legislation, the restructuring of IRS.
We do have an hour and a half avail-
able for any Senators who want to
come down and give their comments
with respect to this legislation. This is
their opportunity, and I urge that they
do so immediately.

Mr. President, I suggest the absence
of a quorum.
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The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. KERREY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
BROWNBACK). Without objection, it is so
ordered.

Mr. KERREY. Mr. President, the In-
ternal Revenue Service Reform and Re-
structuring Act of 1998 will touch the
lives of hundreds of millions of Ameri-
cans.

More Americans pay taxes than vote.
The perception of how our government
treats us—its citizens—is rooted more
in our contact with the IRS than with
any other U.S. agency or entity.

How we are treated by the IRS—and
our tax laws—effects our perception of
whether or not we believe we have a
fair shot at the American Dream and
whether or not we are a government of,
by and for the people.

During our deliberations this week,
we must be mindful of Congress's com-
plicity in allowing the IRS to become
what it has become. The IRS is not
Sears & Roebuck—we are its Board of
Directors. We write the tax laws, we
are responsible for the oversight and it
was on our watch that the IRS became
the mess we now try to clean up.

Mr. President, I remind my col-
leagues that Congress has changed the
tax code 63 times since 1986, and these
changes have created a tax code that
costs the American taxpayers $75 bil-
lion a year to comply. We do so with-
out considering the cost for the IRS to
administer it, and without considering
the cost for taxpayers to comply. If
you doubt that we have made things
difficult I challenge you to take a look
at this year's Schedule D on capital
gains and losses. A few years back
Dave Barry noted that we were making
progress in our mission to *‘develop a
tax form so scary that merely reading
it will cause the ordinary taxpayer's
brain to explode.” He cited Schedule J,
Form 118 *‘Separate Limitation Loss
Allocations and Other Adjustments
Necessary to Determine Numerators of
Limitation Fractions, Year-End Re-
characterization Balances and Overall
Foreign Loss Account Balances.” If
that is not complicated enough, I'd
suggest he go back and take a look at
this year's Schedule D.

The American public knows that
Congress plays a leading role in all of
this. In a recent poll, 72 percent of
Americans blamed Congress for the ills
of the IRS, and not the IRS itself.

According to a special Harris Poll
conducted on April 15th, “‘[t]ax evasion
is believed by most people to be more
widespread than harassment by the
IRS.” The poll also found that by a
margin of 50 to 33 percent, Americans
believe more people “*get away with not
paying all the taxes they should” than
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pay "‘all their taxes and are unfairly
harassed by the IRS.” Willful non-
compliance with our tax laws cost
those of us who do comply an esti-
mated $100 billion annually. IRS Com-
missioner Rossotti testified last week
that taxpayer noncompliance costs the
individual American taxpayer $1,600
annually.

Today 85 percent of Americans com-
ply with our tax laws willfully, without
incident. If we do not adequately ad-
dress the issue of noncompliance, we
will be sending the wrong message.

It is our responsibility to not only
change the culture at the IRS so that
those who do comply are treated fairly
and with respect, but we must also
change the law to allow Commissioner
Rossotti the authority to make the
changes he needs to and to provide the
IRS with the proper resources to catch
those who choose to break the law.

I urge my colleagues to consider the
overall importance of the bill before us
this week. What we do will have a pro-
found impact on the IRS, how Congress
writes tax law and how Americans per-
ceive this body and our government.

Let us move forward, swiftly and in a
cooperative manner, and give the IRS
the overhaul it needs, provide the con-
gressional oversight that is required,
the IRS Commissioner the statutory
authority he lacks, and the taxpayers
the relief they deserve.

Mr. President, I know from the hear-
ings in the Finance Committee held by
the distinguished chairman, Senator
ROTH, last September, and over the last
several weeks—very, very needed and
very, very worthwhile oversight hear-
ings—that among other things which
were focused on in those hearings were
the actions taken by the Criminal In-
vestigation Division. I know that there
were an awful lot of citizens—in fact,
every single member of the Finance
Committee—who were outraged listen-
ing to some of the stories told about
how the strong arm of the law was used
to go after not necessarily innocent
but certainly taxpayers that were not a
threat to the life and limb of their
neighbors. There was a substantial
amount of force used in all of the cases.
I don’'t pass judgment as to whether or
not the IRS was right in the claim
itself. But there is no question that
there are times when the IRS uses
more force than is necessary to carry
out its function under the Criminal In-
vestigative Division.

We hope that the changes in our law
and instructions to Commissioner
Rossotti will enable us to reduce and
eliminate that kind of excessive use of
force. Mr. Rossotti himself has indi-
cated that he is going to ask former
FBI Director William Webster to evalu-
ate the Criminal Investigation Division
and come up with a set of protocols
that will enable them to eliminate the
times when they use unnecessary force
to enforce the law.
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Let me caution Members who are
outraged to be careful when they come
and propose amendments to that par-
ticular section of this law. The caution
needs to be based upon our desire, I
hope, to keep the streets safe for Amer-
icans. It is my judgment that mission
No. 1 for a government is to protect its
citizens. We don’'t have public safety if
we do not have citizens feeling safe
when they are walking the streets, or
when they are engaging in commercial
transactions. If that doesn't occur, we
have anarchy, and citizens not only are
going to be quite concerned but they
are apt to throw all of us out of office.

All of us know that a combination of
events has reduced crime across the
Nation. Americans like that. They
want to feel safe. They don't want to
feel they are at risk, having people
preying on them for a variety of rea-

sons.

The IRS is an important part of our
effort to get that done. All Members
who are concerned about the Criminal
Investigation Division and who may
have some changes they want to make
in that division, I am likely to support
those if it will reduce the incidents of
force being used against citizens who
pose no threat but will oppose those
that I fear will make it easier for drug
dealers, money launderers, and other
sorts of criminals who are preying on
the American people. If Members come
to the floor and want to weaken the ca-
pacity of the Criminal Investigation
Division to keep Americans safe, I will
introduce into the RECORD, as I did in
the hearings, 14 examples, and more if
necessary, to show this body what the
Criminal Investigation Division is
doing to keep Americans safe. If there
is somebody out in America who is a
drug dealer or a money launderer, they
don't have on their forehead ‘‘drug
dealer"” or "“money launderer.”” They
are apt to look normal. One of the
things we very often fail to do is get
both sides of the story when we hear
stories of abuse.

1 could bring every single person who
is in Nebraska's prison system in front
of any committee here in Washington,
DC, and every single one of them will
tell you the government abused their
rights. There is nobody who is guilty in
our prisons. They are all innocent.
They are all abused by the government
in some way, shape or form.

So let’s be careful as we evaluate the
Criminal Investigation Division. We
have Mr. Webster who has been as-
signed by Mr. Rossotti to examine
their procedure and protocol, but let's
be careful that we don't change the law
to make it easier for people to prey on
Americans to get their job done.

All of us understand there is an
amendment to the Constitution, the
fourth amendment, that provides us
protections against unreasonable
searches and seizures. I am encouraged
that many who have been silent on this
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protection that is guaranteed to all
citizens are now starting to understand
that it can be a substantial problem to
infringe upon that fourth amendment
right. But if a law enforcement entity
has probable cause and gets an arrest
warrant as a consequence of having
probable cause that somebody is vio-
lating the law—a drug dealer, money
launderer, and so forth—again, walk
down the street. These people don't
stand out for you and say, well, there's
somebody who is a threat to our soci-
ety. If they have probable cause, if
they believe it is necessary to get a
search warrant, they don't call that
person up and say, hey, Jim, next
Wednesday I am going to be over to get
the evidence, because they know that
unless they have the element of sur-
prise, the evidence is going to be de-
stroyed.

I believe the legislation before the
body today, the variety of things that
are being done, will substantially im-
prove the operation of the IRS and will
give the American people better serv-
ice, will shift more power to the tax-
payer. In title I, there is a section I
may end up reading on this floor. I am
a cosponsor of the bill. It was origi-
nally introduced by JOHN BREAUX.

The Taxpayer Advocate will be much
more independent, have much more
power, and I guarantee you that the
taxpayers will know the independence
that the Taxpayer Advocate has; that
he will be required annually to come to
us and say, here are provisions of the
Tax Code that are causing the IRS spe-
cial problems. These are problems and
difficulties that we are facing as a re-
sult of the laws that you all pass and
make recommendations for changing
those laws. So that, again, the goal
ought to be to write the law so that the
IRS presumes all Americans are law-
abiding citizens willing to voluntarily
comply. They just want to know the
size of their tax bill so they can pay it
but reserve the authority and power of
the IRS to go after individuals who ei-
ther intentionally do not want to com-
ply or, worse, are criminals who are
preying on innocent Americans in a va-
riety of different ways.

I hope during the deliberations we
will have a constructive debate. I know
we are waiting for the caucuses to find
out what Members are going to do with
both nongermane amendments as well
as germane amendments that could
kill the bill. I say, again, the impor-
tance of this cannot be overstated. The
citizens' confidence in Government of,
by, and for the people is at stake. We
now have a declining number of Ameri-
cans who believe the IRS is getting the
job done. It is one of the least popular
agencies at the Federal level. We have
a significant role in creating that
unpopularity because we wrote the law
to begin with. The law that governs the
IRS has not been rewritten since 1952.
It is long since passed the time it was
necessary to rewrite those laws.
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I thank Senators ROTH, MOYNIHAN,
GRASSLEY, Congressman PORTMAN,
Congressman CARDIN, and many others
who have been involved in this from
the very beginning. It started way back
in 1995 when Senator SHELBY, the dis-
tinguished manager, and I were man-
aging an appropriations bill. We had
attempted to fence an appropriation
dealing with tax systems moderniza-
tion in 1994. It failed. We got it fenced
in 1995. We didn't believe it was
enough. We saw the taxpayer money
being wasted. We created in the appro-
priations bill the National Commission
for Restructuring the IRS. That Com-
mission deliberated with Congressman
PoRTMAN and 16 other people for well
over a year. Senator ROTH, last year,
picked the ball up and had wonderful
oversight hearings, and did so again
this year.

It is time to get the bill passed. The
House bill passed 426 to 4 last Sep-
tember. The bill that is before us today
is a substantial improvement over that
bill in what the House has done. I say
on behalf of 200 million Americans who
pay their taxes every single year, let's
get this thing done as quickly as pos-
sible so they can have these new pow-
ers that they will have under the law
and so the IRS Commissioner has the
power and authority he needs to man-
age this agency.

Mr. President, I yield the floor and I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BREAUX. Mr. President, 1 ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
HuTCHINSON). Without objection, it is
s0 ordered.

Mr. BREAUX. Are we on the bill or
are we in morning business, Mr. Presi-
dent?

The PRESIDING OFFICER. We are
on H.R. 2676, the IRS reform bill.

Mr. BREAUX. I thank the Chair.

I rise in support of the legislation
and say to all of my colleagues, and to
the American public as well, it is very
good news that we are now at the point
of not talking about it as much as we
are actually trying to do something to
fix the problem. The problem I speak of
is the information that Congress and
the Senate have received over the past
several weeks regarding what I will
argue are fundamental abuses within
the Internal Revenue Service and how
they treat many American citizens.

The hearings the Finance Committee
held really brought out some very dis-
turbing facts and information about
the interaction of the Internal Revenue
Service with average Americans. We
have a tax system in this country with
which most people completely and to-
tally comply. We have one of the high-
est rates of compliance of any free na-
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tion anywhere in the world. It is some-
thing of which we can be very proud.

Also, it is interesting to note—and
maybe people don’t realize—that less
than 2 percent of American taxpayers
are audited each year, substantially
less than 2 percent as a matter of fact,
which means most Americans file their
tax returns, pay what they owe during
the year, and at the end of the year
that is it in terms of their dealings
with the Internal Revenue Service. But
still, in all, it seems there is a very dis-
turbing feeling by most Americans
that the Internal Revenue Service, an
agency of our own Government, is not
only on their side but actually is
against their basic interests in how
they deal with their own Government.
I know that for a fact. I even feel some-
what intimidated by calling the agency
myself on behalf of a constituent. The
response seems to come back: How dare
you call us. We are the IRS and you
have no business making an inguiry.

The other story that goes around is
people have pointed out one of the
greatest lies ever told is: I'm from the
Government and I'm here to help you.

It is like someone who gets a letter
from the Internal Revenue Service;
generally it evokes a tremendous
amount of fear from the average citi-
zens in this country when they get
such a letter. It is always the butt of so
many evening television shows, jokes
about people actually having a fear of
their own Government and an actual
fear of the agents of our own Govern-
ment, who are Federal employees, who
actually work for the citizens of this
country.

I think the hearings show this is a
feeling among far too many people in
this country. What we are doing is
bringing legislation to the floor to try
to correct some of those abuses and
make it work more on behalf of Amer-
ican citizens instead of against Amer-
ican citizens.

A couple of weeks ago, I was back in
Louisiana and someone from my State
said, “*“What do you have coming up
this week?" I said, **We are going to
have more hearings on the Internal
Revenue Service.”” And my constituent
said in response, “My God, you have
had enough hearings. When are you
going to do something about fixing the
problem? We know there is a problem;
when are you going to fix it? Are you
going to spend the whole year talking
about it? We got the message; there is
a problem. The question is, What is
Congress going to do to attempt to fix
the problem?”

1 am pleased to report that is why we
are on the floor of the U.S. Senate
today with legislation that has been re-
ported out in a bipartisan fashion.
Under the leadership of the distin-
guished chairman, Senator ROTH, and
the ranking Democrat, Senator Moy-
NIHAN, we have brought this piece of
legislation to the floor. I want to par-
ticularly commend Senator KERREY
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from Nebraska, who has been on the
floor this morning and yesterday out-
lining this legislation. He chaired a
commission which really did a great
deal of work prior to the Congress
bringing up this legislative proposal.
His work as commission chairman real-
ly was the genesis for bringing about
this real effort to reform the Internal
Revenue Service.

Some would say, **Just throw it out,
scratch it, do away with it.”’ That is all
fine and good. I can give a great speech
anywhere in the country talking about
abolishing the IRS. But also, it is im-
portant to find out, what are you re-
placing it with? What type of agency
do you have to collect the revenues to
run the Government?

1 think people legitimately are con-
cerned. They want the services of Gov-
ernment. They want the highway trust
fund to work. They want the highway
program to work. They want Medicare
and they want the Medicaid programs
to work. They want education to work.
They want the services of Government,
but in order to have that, you have to
have some mechanism to collect taxes
in a fair manner. We should do every-
thing we can to make the system more
fair and make it more simple than it is,
but eventually we are going to have to
have some agency that is going to par-
ticipate in helping collect those taxes
under a fair system.

I think what we do today is to try to
improve that system. We say we are
going to make it work better, we are
going to attempt to eliminate the
abuses in the system and abuses by
people who work for the Internal Rev-
enue Service.

I would like to concentrate just on
one feature of the bill that is now be-
fore the Senate, and that is something
that I have worked on hard—in fact, in-
troduced a separate bill on, to create a
National Taxpayer Advocate to help
taxpayers when they have problems
with the Internal Revenue Service.

Back in 1996, in the Taxpayers’ Bill of
Rights, we established this Taxpayer
Advocate. The concept was not very
complicated. It was, when people have
a problem with the Internal Revenue
Service, they generally are at the
mercy of the system. The Government
has literally thousands of attorneys
and tax attorneys and prosecutors to
go after individuals, but the individual
citizens don’'t have anyone to represent
their interests in dealing with the In-
ternal Revenue Service. The National
Taxpayer Advocate concept was to
have someone who was on the side of
the taxpayers, to help the taxpayers
put together what they need to show
what they have done was entirely hon-
est and appropriate.

The National Taxpayer Advocate did
establish this position of a Taxpayer
Advocate Office. and the function was
to assist the taxpayers in resolving
their problems and to identify areas in
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which taxpayers have problems in deal-
ings with IRS, and also propose any ad-
ministrative changes that would help
make the system more fair, and iden-
tify any legislative recommendations
that we in Congress could institute to
make it more fair and easier for the av-
erage taxpayer.

The problem with the old law in 1996
was that the Taxpayer Advocate des-
ignated authority, under these assist-
ance programs, to the local and re-
gional resolution officers who worked
for the Internal Revenue Service. This
really undermined the independence of
the Taxpayer Advocate. It is very im-
portant, if you are going to have people
who help the taxpayer, that they
should not be totally dictated to by the
Internal Revenue Service itself. It was
something that, while it had the right
intention, did not work as it should.

This legislation contains several very
important changes. I am very pleased
to report to our other colleagues that
this legislation corrects some of the
problems with the original Taxpayer
Advocate Office. We are going to make
it more independent, which it has to be
in order to work. We are going to make
it more accountable to the taxpayers of
this country, who are the people they
are there to serve, and make it easier
for them to resolve disputes between
the taxpayer and the Internal Revenue
Service.

The bill, in doing that, replaces the
present law’s problem resolution sys-
tem with a system of local taxpayer
advocates who report directly to the
National Taxpayer Advocate Office and
who will be employees of the Taxpayer
Advocate Office, independent from the
Internal Revenue Service's examina-
tion, collection, and appeals function.
In other words, they will be working
directly for the Taxpayer Advocate Of-
fice and will be independent of the IRS
examination and collection offices and
appeals office.

The National Taxpayer Advocate has
a responsibility to evaluate and take
personnel actions with respect to any
local taxpayer advocate or any em-
ployee in the Office of the National
Taxpayer Advocate. And to further en-
sure their independence, the National
Taxpayer Advocate may not have been
an officer or employee of the Internal
Revenue Service during the 2-year pe-
riod ending with their appointment and
will not be able to accept employment
with the IRS for at least 5 years after
ceasing to be the National Taxpayer
Advocate. That means the people who
are going to be running this office can-
not just have come out of the Internal
Revenue Service, where their loyalties
would be legitimately guestioned. And
they have to agree they will not go to
work for the Internal Revenue Service
for at least 5 years after they leave this
position.

So what we are creating, I think, is a
truly independent National Taxpayer
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Advocate Office, to be on the side of
the taxpayer for a change instead of
being on the side of the Government,
saying they are going to represent the
interests of the taxpayer. There is a
conflict there. If you are going to have
adequate representation for the indi-
vidual taxpayer, the person cannot be
an IRS employee; they have a different
obligation of what they are trying to
do.

So this Taxpayer Advocate Office
will not be able to be a previous IRS
employee and not be able to go to work
right after giving up the job as a Na-
tional Taxpayer Advocate. I think that
feature is very, very important, be-
cause if you were still an employee of
the IRS directly under their responsi-
bility, it simply would not work. If you
just came out of the IRS, it would not
work. And if you knew you were going
to go to work for the IRS as soon as
you finished the job as a National Tax-
payer Advocate, then you would be
looking over your shoulder to make
sure you didn’'t make them mad or un-
happy in what you did in representing
America’'s taxpayers.

That conflict has been eliminated by
what we have in the legislation which
is now before the Senate. The whole
concept is to have a truly independent
National Taxpayer Advocate whose one
focus will be making sure that tax-
payers have good representation, are
fairly treated, and have someone, for a
change, who is really on their side
when they have a conflict with the In-
ternal Revenue Service.

It is interesting to note that we go
further in this legislation and say that
at the initial meeting with any tax-
payers seeking assistance with the Of-
fice of Taxpayer Advocate, that the
local taxpayer advocate is required to
notify that taxpayer that they operate
independently of the IRS office and
that they report directly to Congress
through the National Taxpayer Advo-
cate. At the discretion of the local tax-
payer advocate, he shall not disclose to
any IRS employee any contact with or
any information that they provide to
the taxpayer.

We are really trying to build some
walls between the IRS and the Tax-
payer Advocate and their work with
the taxpayers, the American citizens of
this country, to make sure that they,
the taxpayers, know the person they
are dealing with is independent, has
their interests at heart, and doesn't
have to go report to the Internal Rev-
enue Service district director about
what he or she has discussed or talked
about with the taxpayer who is seeking
assistance.

In addition, each local office of the
Taxpayer Advocate is to maintain sep-
arate phones, separate faxes, and other
electronic communications access, and
a separate post office address. We are
really trying to make it as separate
and independent as we possibly can, so
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that when the average person gets that
letter talking about an audit or a ques-
tion that they have, they know there
will be someplace they can go without
having to incur the expense of hiring
outside CPAs or outside attorneys and
pay them sometimes very high fees
just to have someone help them with
their problem. There will be someplace
they can go, which will be independent
of the IRS, which will have as their
first, second, third, and last mission to
help that taxpayer. They can be com-
fortable there will not be communica-
tion or sharing of information of their
discussions with the Taxpayer Advo-
cate with the Internal Revenue Serv-
ice.

I think this is a very important part
of the bill that is before the Senate
today. Other features in the bill are
equally as important, certainly, and I
think in the end will go a very long
way to assuring the American tax-
payers that they have a system that is
not out to get them, that is not out to
intimidate them, that is not out to em-
barrass them; that if they are honest
taxpayers, they will be treated hon-
estly and will be treated fairly and, if
they have a problem, there will be
someplace they can go to get honest in-
formation and help and assistance that
is not directed by the Internal Revenue
Service but is being directed by the Of-
fice of the Taxpayer Advocate. That is
now part of this bill, and I think it is
a very important part of it as well.

With that, Mr. President, I yield the
floor, as I see other Members who are
waiting to speak.

Mr. KERREY addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. KERREY. Mr. President, I com-
pliment the Senator from Louisiana. 1
have done it a couple of times pre-
viously. I was pleased to be able to co-
sponsor his legislation having to do
with strengthening the Taxpayer Advo-
cate in this bill. If we can keep the
nongermane amendments off and stick
to the business of changing the law to
give the taxpayers this new authority
and power with this one provision, the
Taxpayer Advocate, it will be noticed
immediately.

This Taxpayer Advocate will be truly
independent, with separate phone num-
bers, separate faxes, a separate oper-
ation, with the capacity to organize
taxpayer advocates in each of the 50
States, to operate independently, not
only settling problems that taxpayers
have but bringing to Congress' atten-
tion repetitive problems that they
identify that they think need to be
solved by us either changing the law or
changing some other procedures.

We have had the Taxpayer Advocate
created before under the Taxpayer Bill
of Rights II, when it was created. The
change from Taxpayer Advocate to Na-
tional Taxpayer Advocate is not by ac-
cident. I hope colleagues have a chance
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to look at this particular section of the
bill as they consider how we are going
to proceed this week. Look at the lan-
guage in this particular section and
ask yourself the question: Do I want to
give the taxpayers in my State this
kind of Taxpayer Advocate, this kind
of power, this kind of representation?
Do 1 think that they will appreciate
the changes they will see in the way
IRS operates and the kind of service
they get from that IRS? I think Sen-
ators will look at that and say, My
gosh, I don't want to slow this bill
down. We need to get this thing done.
We have waited long enough. We need
to get this bill done so these new pow-
ers can be felt by the taxpayers in my
State.”

Again, I appreciate very much what
the Senator from Louisiana has done.
This is one of the most important sec-
tions of this bill. It is not in the House
bill. Senator ROTH, the chairman of our
committee, talked many times about
the need to make certain we took the
House bill and made it as strong as we
could. I was constantly pressing that
we move in an expeditious fashion.
This is one of several examples where
the House bill has been substantially
improved.

I hope colleagues, as they look at
this bill, will remember we are trying
to give the taxpayers in all the States
in this Nation new power, new author-
ity, and an IRS that will much better
serve their needs in a much more cour-
teous and expeditious fashion.

I yield the floor.

Mr. GRAHAM addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. GRAHAM. Mr. President, 1 ap-
preciate the fact that the leader is
bringing to the floor this week the In-
ternal Revenue Service reform bill and
giving the Senate the opportunity to
act expeditiously on this matter. It is
my hope that as soon as we act, there
will be a prompt conference committee
with the House, which has already
passed analogous although not as com-
prehensive legislation, so that soon the
American people will have the benefit
of the reforms that are contained in
this legislation.

We did not get to this point easily. I
compliment particularly Senators Bos
KERREY and CHARLES GRASSLEY, who
served on the commission that re-
viewed the IRS from which many of the
ideas contained in this legislation have
emanated. I congratulate Senators
RoTH and MoyNIHAN of the Finance
Committee for having led us to this
point. And I congratulate new Commis-
sioner Rossotti of the IRS, who has
brought a fire, an energy, to reform the
agency from the inside that has facili-
tated the consideration of these struc-
tural changes that will be contained in
this legislation.

PRIVILEGE OF THE FLOOR

Mr. GRAHAM. Mr. President, before I

proceed further, I ask unanimous con-
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sent that Kate Mahar, Ed Moore, and
Maribel Garcia-Romero of my staff be
allowed the privilege of the floor for
the pendency of the debate on the IRS
reform bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRAHAM. Thank you, Mr. Presi-
dent.

Mr. President, first, I will comment
on some provisions which will be in the
Senate bill that I have had a particular
interest in and then to alert the Senate
to an amendment I will be offering,
possibly with others, when we reach
the consideration of this bill.

This bill follows many months of in-
vestigations and hearings by the Fi-
nance Committee, both in Washington
and throughout the Nation. It follows a
process in which the committee has
first tried to do a careful diagnosis of
what was the problem and then con-
sider the options, the prescriptions
that might deal with that problem, and
then incorporate into this legislation
that prescription which was considered
to be the most appropriate.

1 compliment the people who have
participated in this process. Specifi-
cally, I held a hearing in January in
Orlando, FL, where a number of Florid-
ians had the opportunity to participate
in this thoughtful process of diagnosis
and prescription. I know that Senator
NICKLES held a similar hearing in Okla-
homa. Other Senators communicated
with their constituents through var-
ious forums. So this is, in a real sense,
a product of the people of America.

Let me review some of the diagnoses
and the pathologies in the IRS that
surfaced. One of those was the need to
help taxpayers resolve their debts.
What was discovered was that many
taxpayers want to resolve their IRS
debts but the Code imposes so many
penalties that once a liability is estab-
lished, it is very difficult to satisfy
that debt.

As an example, a Floridian, Carl
Junstrom of Tampa, over 10 years ago,
because of misinterpreted advice of an
IRS agent, ended up being responsible
for $25,000 in taxes. He entered into an
agreement with the IRS under which
he paid $181 a month towards that debt
owed. After having faithfully met that
monthly obligation for almost a dec-
ade, and having paid $28,000 towards an

original $25,000 indebtedness, Mr.
Junstrom was informed that he still
owed $26,000.

How is that possible? The answer is,
because the penalty clock kept running
during the pendency of this agreement
and, therefore, although he thought he
was paying off his indebtedness and, in
fact, paid $3,000 more than he origi-
nally owed, because of accumulated
penalties during that same 10-year pe-
riod, he ended up owing more than he
had at the beginning of the process.

What is the remedy? This bill in-
cludes a provision that encourages the
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IRS and the taxpayers to engage in in-
stallment agreements by, one, assuring
the availability of payment plans for
taxpayers with liabilities of $10,000 or
less and, two, eliminating the failure-
to-pay penalty for periods where the
taxpayer is making payments pursuant
to an installment agreement.

In the case of Mr. Junstrom, the pen-
alty clock would have stopped as long
as he was making his $18l-a-month
payments.

Another remedy is to adopt proposals
to eliminate the differential between
the interest rate the IRS charges indi-
viduals and the rate that the IRS pays
taxpayers. Previously, there had been a
higher interest charged to the tax-
payers on a deficit than the interest
which the taxpayer would receive if it
was found that they were owed a re-
fund. That differential is eliminated in
this legislation.

A second problem identified was pro-
tecting the innocent taxpayer. What is
the problem? One example of the prob-
lem is that many individuals filing
joint returns find out subsequent to fil-
ing those joint returns that their
spouse has understated income or over-
stated deductions. Although the indi-
vidual may have had little or no in-
come and little or no knowledge of
this, the IRS holds that person respon-
sible for 100 percent of the taxes attrib-
utable to the individual spouse's ac-
tion. This typically surfaces after there
has bheen a divorce and one spouse,
often the husband, has left town. The
wife, who usually has custodial respon-
sibility for the children, is still there
and is accessible, so she becomes the
target for the IRS collection activity.
About 50,000 women a year are in that
category which is generically referred
to as the “‘innocent spouse.” An exam-
ple is Karen Andreasen. a Floridian.
Her signature was forged on a joint re-
turn, but she ended up being held liable
for her ex-husband’s debts.

The remedy? The remedy incor-
porates legislation which Senator
D’AMATO and others, including myself,
have introduced as discrete legislation.
This generally would adopt an ap-
proach recommended by the American
Bar Association which essentially says
that each spouse is to pay his or her
share of the tax liability in proportion
to what he or she contributed to the
original tax return. If, for example, the
return represented income that was 80
percent the husband's earning and 20
percent wife's earning, in a subsequent
dispute the wife would be limited to a
responsibility of 20 percent of any defi-
ciency. That is a very important provi-
sion in this legislation, which will have
an immediate benefit, because this leg-
islation applies this new standard
retroactively to existing open cases for
many tens of thousands of spouses
caught in this vice.

Another issue that surfaced was as-
sisting taxpayers in their negotiations
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with the IRS. What is the problem?
The problem is that many taxpayers,
especially small businesses and mod-
erate-income families, find themselves
unable to negotiate with an agency
which has the power to seize, levy and
garnish wages. An example, Betty Bry-
ant of Miami, Florida started a small
business to supplement her income as a
State employee. She actually overpaid
her taxes but filled out the form incor-
rectly and ended up with wages being
garnished while this matter was in con-
troversy. Another example, Thomas
Jones, submitted an offer-in-com-
promise to the IRS. The offer was re-
jected even though the IRS admitted
they couldn’t find his file. They re-
jected his offer even though they didn’t
have the information upon which to
make an intelligent judgment as to
whether the offer was appropriate or
not. He also was not apprised of his
right to appeal the rejection of his
offer.

What is the remedy? The Finance
Committee includes proposals to re-
quire a review of any IRS decision to
reject an offer-in-compromise by col-
lection. This will assure that there will
be some independent party reviewing
the offer in compromise. Moreover, the
bill requires that the taxpayer be noti-
fied of this right.

In addition, the bill requires the IRS
to suspend collection efforts if the tax-
payer appeals the rejection of an offer-
in-compromise.

The committee also approved pro-
posals to expand the IRS Alternative
Dispute Resolution Program. In many
jurisdictions, the development of alter-
native dispute resolution procedures
has provided a significant and fre-
quently much more efficient alter-
native to traditional litigation. This
proposal would build upon a pilot pro-
gram initiated by the IRS pursuant to
the Alternative Dispute Resolution Act
of 1996. It would allow third-party me-
diation of cases of tax disputes. It
would also establish a pilot program
for the use of arbitration in tax dis-
putes.

The legislation also provides a pro-
posal to require acceptance of an offer-
in-compromise if the IRS has lost the
taxpayer’s file.

Another area where Senators found
deficiencies in the IRS is customer
service. What is the problem? Many
taxpayers feel they are treated as
criminals rather than as customers,
The IRS is often unreachable and dif-
ficult to pin down on advice they give
to taxpayers on how to properly fill out
a return. Jim Stamps of Jacksonville
provided testimony that it had taken
him 4 years to get a letter stating that
he had paid off all the taxes that he
owed. Without that letter, many oppor-
tunities that were available to him per-
sonally and in business were frus-
trated.

Mr. Junstrom, who I mentioned ear-
lier, the man who had the $25,000 bill,
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paid $28,000 but still owed $26.000, and
had requested the IRS to sit down with
him to explain what he owed. He never
was afforded that opportunity and con-
tinued to receive confusing and con-
flicting notices.

What is the remedy? The bill re-
ported out of the committee includes a
requirement that the IRS evaluate em-
ployees on their customer service as
well as on their collection ability. The
Finance Committee heard testimony
indicating that in the past not only
was there almost a total focus of eval-
uation based on how much money an
agent collected, but that those stand-
ards became numeric, and if you didn’t
meet the standard of collections, then
you received a downgrade on your eval-
uation.

This legislation repeats and expands
upon a directive that Senator GRASS-
LEY wrote into the Taxpayer Bill of
Rights that made it illegal to evaluate
an IRS employee based on a numerical
standard of how much was collected.
But this legislation goes beyond that
and says that employee evaluation will
give emphasis to their customer serv-
ice as well as their other responsibil-
ities.

The IRS reform bill will also increase
accessibility by a very simple thing—
pick up the telephone book today and
look under U.S. Government in vir-
tually any community in America and
then look under IRS. One thing you
will see is an 800 number as to where to
call to get service. There are two
things that you typically do not see.
First, you may not find a local tele-
phone number that you can call in the
event that the 800 number is busy,
which happens frequently, particularly
during periods just before April the
15th. Second, what you don't see is an
address so that the taxpayer who wants
to go down and actually meet face to
face with a human being to review
their problem will know where to call
and where to go. This legislation will
require the IRS publish both its local
telephone number and its local address.

The legislation requires the IRS to
issue annual statements to taxpayers
who have entered into installment
agreements, like Mr. Junstrom. The
statement would include amounts paid,
remaining balance, and projected pay-
off time so that the taxpayer will be in
regular knowledge of where he or she
stands with the IRS.

None of us purports that this legisla-
tion will solve all of the problems and
all the taxpayer complaints with the
IRS. And we should resist the tempta-
tion to oversell this legislation. The
IRS will have to take many adminis-
trative actions to implement these
laws and undertake other reforms to
achieve that goal. Fortunately, I be-
lieve the IRS is moving expeditiously
to become a more user-friendly agency.
It is dealing with a culture which in
the past has focused inside the agency,
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what was to the convenience of the
agency, like not publishing the address
so that taxpayers wouldn't come down
to the IRS office and ask a lot of ques-
tions, to an agency that is moving to a
culture of being consumer friendly and
saying: Here is where we are, come
down and we seriously want to render
service to the taxpayer.

Commissioner Rossotti has imple-
mented a broad range of reforms and
has undertaken investigations to get to
the bottom of other allegations that
have been made about the agency’s ac-
tivities. The IRS has extended its
hours, implemented problem resolution
days, and has stopped evaluating col-
lection agents based on the numerical
amount of taxes they collect. This leg-
islation will continue that effort. Mr.
President, all of what I have just said
is in the bill that we will soon be con-
sidering, and I recommend that bill and
these provisions to my colleagues.

Let me now turn to a provision that
is not currently in the bill. It is my in-
tention to offer an amendment to en-
sure that the new IRS Oversight Board
will have at least one member with ex-
pertise on small business issues.

One of the recurring themes of the
hearings that we have had is the con-
centration of problems between tax-
payers and the IRS, especially when
that taxpayer was a small businessman
or woman—an individual who fre-
quently is relatively new to business,
learning what the difference was be-
tween an expense deductible item and
an item that had to be amortized over
time, a person who frequently did not
have access to or could not afford ex-
pert professional advice, but a person
who was trying to comply with their
legal responsibilities.

These are not evaders of taxation,
they are people who need help, and up-
to-date information, in order to meet
their responsibilities.

We are creating in this legislation an
oversight board. That oversight board
is intended to provide a new window of
enlightenment, in both directions,
from the public to the IRS, and from
the IRS back to the public. Under leg-
islation crafted in the Finance Com-
mittee, the current board would be
composed of 9 individuals. Those 9 indi-
viduals will include the Secretary of
the Treasury, the IRS Commissioner,
and a representative of the IRS em-
ployees. In addition to those 3 named
individuals, there will be 6 Presidential
appointees. Each of these 6 must pos-
sess expertise in at least one of the fol-
lowing areas: Management of large
service organizations, customer serv-
ice, Federal tax laws, information
technology, organization development,
and the needs and concerns of tax-
payers.

Missing from this list is any specific
requirement for expertise in small
business issues—an omission that I
consider to be glaring given the fact
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that small businesses are the backbone
of the American economy and such a
large target of concern for IRS activi-
ties.

I believe that at least one of the
members of the IRS oversight board
should have practical experience in
small business issues.

Let me outline the reasons why I feel
so strongly about this, and why I will
be introducing an amendment to make
this part of the IRS reform legislation.

Small businesses have more dif-
ficulty dealing with the complex Inter-
nal Revenue Code. Small businesses
have relatively less time, money, and
expertise than large corporations. They
need an IRS that is sensitive to these
limitations.

Let me explain how I came to this
conclusion with a specific example that
relates to this bill.

In January of this year, I hosted a
Retirement Security Summit at the
University of South Florida in Tampa.
One session of that Retirement Secu-
rity Summit specifically focused on
the issue of small businesses and their
pension plans.

Delegates, small business owners and
their representatives discussed their
frustrations and their experiences with
the IRS. They told me that many small
businesses do not offer retirement
plans for their employees because they
fear the draconian penalties that the
IRS can impose for inadvertent viola-
tions of complex pension laws.

Mr. President, this is a very serious
issue of security for tens of millions of
Americans who work for small busi-
nesses, the fastest-growing sector of
our economy, but whose employers do
not provide pension and retirement
programs.

We identified that one of the reasons
for that unwillingness to provide these
programs is the concern of the con-
sequences of subsequent IRS enforce-
ment if the small business finds itself
in some technical violation.

Several of my Senate colleagues and
1 began to consider whether congres-
sional action would help solve this
problem. We drafted legislation to pro-
vide that companies that correct errors
prior to audit would not be subject to
sanction. But before we offered the pro-
posal as an amendment to the IRS Re-
form bill, we wrote to the IRS commis-
sioner, Mr. Rossotti, and asked him if
the IRS proposed to change the imposi-
tion of penalties for inadvertent errors.

Commissioner Rossotti responded im-
mediately, in a matter of days, and
committed to expanding existing self-
correction programs and allow tax-
payers to rely on those self-correction
programs. We were pleased with the
quick action of the commissioner in
issuing Revenue Procedure 98-22, which
many small businesses have character-
ized as a common sense, reasonable so-
lution to their problem.

That process made me realize how
difficult it is for many small businesses
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to comply not only with the complex-
ities of tax laws as they relate to pen-
sion plans, but the whole array of rules
that the Internal Revenue Code has
spawned. It made me further realize
that the IRS needs to be sensitive to
small businesses when it issues regula-
tions and enforces the tax laws.

Small business owners often have
fewer resources, but must still comply
with the same complicated Tax Code as
large businesses. Small businesses can-
not afford to hire full-time lawyers and
accountants to monitor the Tax Code
for changes that may apply to them.
And small businesses should not have
to wait for Congress to be able to
change the law where solutions can be
found by administrative action.

The myriad of challenges that small
businesses face have been reflected in
the hearings the Finance Committee
has held this year on IRS reform. Many
of the taxpayers who have testified so
persuasively about mistreatment at
the hands of IRS agents have been
small business owners.

In my opinion, by adding a small
business person to the IRS oversight
board, we will be able to provide for a
more prompt, more sensitive under-
standing of the needs of small busi-
nesses and the ability of IRS to re-
spond internally.

Even the IRS has acknowledged the
unique needs of small businesses. In
testimony before the Senate Finance
Committee on January 28 of this year,
Commissioner Rossotti proposed reor-
ganizing the IRS into 4 units—each
charged with end-to-end responsibility
for serving a particular group of tax-
payers. He proposed dedicating one of
those four working units to small busi-
nesses.

Mr. President, it is for those reasons
that it is my intention, with other
Members of the Senate, to offer an
amendment to this bill, when it is be-
fore the Senate, to include a represent-
ative of small business as one of the 6
presidential appointees to the IRS
oversight board. I believe this would be
of substantial benefit to the enforce-
ment of our tax laws as they relate to
the special needs of small businesses.

Mr. President, before 1 conclude, I
want to acknowledge the efforts of
Senator KIiT BoND, who chairs the
Small Business Committee. He has in-
cluded a similar provision in legisla-
tion that he will be introducing.

Should the requirement that the
oversight board have small business ex-
pertise not be incorporated in the bill
through Senator BoND’s amendment, I
will urge adoption of this targeted
amendment that I will intend to offer.

The amendment is simple, fair, and
essential if we are to bolster our Na-
tion's small businesses. Mr. President,
I urge my colleagues to support legisla-
tion to include small business on the
IRS oversight board. I ask the man-
agers to let us know when it would be
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appropriate to introduce this amend-
ment.

Mr. President, I appreciate this op-
portunity to discuss the process by
which the items in the IRS reform bill
have been developed. It has been
thoughtful and it has received the
strong, steady support of our chair-
man, Senator ROTH, and has led to a
set of reforms that I believe the Senate
will be very much carrying out the
wishes of the American people in
adopting.

With respect to small business, Com-
missioner Rossotti stated:

Another very important group of taxpayers
are small businesses, including sole propri-
etors and small business corporations. There
are about 25 million filers in this category.
Compared to other individual taxpayers, this
group has much more frequent and complex
filing requirements and pays much more di-
rectly to the IRS, including tax deposits,
quarterly employment returns, and many
other types of income tax returns and sched-
ules. Providing good service to this group of
taxpayers is more difficult than wage and in-
vestment filers, and compliance and collec-
tion problems are also much greater. Small
start-up businesses in particular need speclal
help. By dedicating a fully responsible unit
to providing all IRS services for the self-em-
ployed and small business, this unit will be
able to work closely with industry associa-
tions, small business groups and preparers to
solve problems for the benefit of all.

Commissioner Rossotti is right. The
IRS needs to focus resources on helping
small businesses, and that focus needs
to be reflected on the Oversight Board.

The amendment that I propose to
offer is also needed because small busi-
nesses play such a central role in our
nation's economic strength. The num-
bers tell the story:

Small Business Administration fig-
ures indicate that of the 5,369,068 em-
ployer firms in 1995, 78.8% had fewer
than 10 employees, and 99.7% had fewer
than 500 employees.

Employers with fewer than 500 em-
ployees increased from 4,941,821 in 1988
to 5,261,967 in 1994, a 6.5% increase.

The number of small business owners
(as measured by business tax returns)
in the United States increased by 57%
since 1982,

According to the Small Business Ad-
ministration, America's small busi-
nesses created 11,827,000 jobs from 1992
to 1996. This number represents the
vast majority of all new jobs created
during that period.

Small microbusinesses with 1-4 em-
ployees generated about 50% of all the
net new jobs from 1992-1996, while firms
with 5-19 employees created another
27% of new employment opportunities.

The fastest growing of small-busi-
ness-dominated industries during the
past several years include restaurants,
outpatient care facilities, offices of
physicians, special trade construction
contractors, computer and data proc-
essing services, and credit reporting
and collection.

Ninety-four percent of high tech-
nology firms have less than 500 employ-
ees. T3% have fewer than 20 employees.
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In my home state of Florida, the pro-
ductivity of small business is astound-

ing,

In 1996, Florida had 348,000 businesses
with employees. 99% of all businesses
with employees had less than 500 work-
ers.

The state also had 412,000 self-em-
ployed persons in 1996, for an estimated
total of 760,000 businesses.

In Florida, small businesses created
1,081,000 or the 1,194,000 net new jobs
from 1992 to 1996. Very small businesses
(less than 20 employees) created 71.7%
of the small business growth with
775,000 new jobs. These numbers reflect
the importance of small businesses as
job creators.

Recent IRS statistics reflect the
rapid growth of small businesses. They
indicate that net income reported by
sole proprietors has doubled in the last
decade.

It is because of these reasons and
trends that I urge my colleagues to
support this effort to give small busi-
nesses a voice on the IRS Oversight
Board.

Mr. President, I want to acknowledge
the efforts of Senator KiT BoND, Chair-
man of the Small Business Committee,
in this area. He included a similar pro-
vision in his IRS Reform bill.

Should the reguirement that the
Oversight Board have small business
expertise not be adopted via a broader
amendment, I will urge the adoption of
this targeted amendment.

The amendment I propose is simple,
fair, and essential if we are to bolster
our Nation's small businesses. I urge
my colleagues to support it—and ask
the managers to let us know when it is
appropriate to introduce the amend-
ment. The amendment that I propose
to offer will extend its benefits in a
very significant way to the most im-
portant part of the American economy,
the small business community of this
Nation.

Thank you, Mr. President.

Mr. ROTH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER (Mr. SES-
SIONS). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. ABRAHAM. Mr. President, I ask
unanimous consent that the order for
the gquorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ABRAHAM. Mr. President, I ask
unanimous consent that I be permitted
to speak as in morning business for the
purpose of introducing a piece of legis-
lation in conjunction with Senator AL-
LARD, who will be soon joining me to
speak.

The PRESIDING OFFICER. Does the
Senator have a time limit on that?

Mr. ABRAHAM. I would like to speak
for up to 10 minutes, to be followed by
Senator ALLARD for up to 10 minutes.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.
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Mr. ABRAHAM. Mr. President, I also
seek unanimous consent that at the
conclusion of Senator ALLARD's re-
marks the Senate stand in recess for
purposes of conducting the weekly pol-
icy luncheons.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Michigan is recog-
nized.

Mr. ABRAHAM. I thank the Chair.

(The remarks of Mr. ABRAHAM and
Mr. ALLARD pertaining to the introduc-
tion of S. 2033 are located in today’s
RECORD under ‘‘Statements on Intro-
duced Bills and Joint Resolutions.'”)

RECESS UNTIL 2:15

The PRESIDING OFFICER. Under
the previous order, the Senate will now
stand in recess until the hour of 2:15
p.m.

Thereupon, the Senate, at 12:49 p.m.,
recessed until 2:15 p.m.; whereupon, the
Senate reassembled when called to
order by the Presiding Officer [Mr.
THOMAS].

Mr. ROTH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

INTERNAL REVENUE SERVICE RE-
STRUCTURING AND REFORM ACT
OF 1998

The Senate continued with the con-
sideration of the bill.

UNANIMOUS CONSENT AGREEMENT

Mr. ROTH. Mr. President, I ask unan-
imous consent that the Senate resume
consideration of H.R. 2676 for debate
only until 3 p.m.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. GRAMS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. GRAMS. Mr. President, I ask
unanimous consent that I may talk
about an amendment I plan on offering
after the debate time has expired. I
would like to explain a little about the
amendment, if I may have the time.

Mr. ROTH. Mr. President, I didn't
hear the distinguished Senator's re-
quest.

Mr. GRAMS. I was asking unanimous
consent to speak about an amendment.
I am going to offer an amendment this
afternoon following the time set aside
for the debate.

Mr. ROTH. It is the hope of the man-
ager that upon the passage of 3 p.m.,
we will move ahead with the managers’
amendment.

The PRESIDING OFFICER. The Sen-
ator has a right to discuss his amend-
ment at this time.

Mr. GRAMS. Mr. President, I just
wanted to inform the Senate of my in-
tentions today—later on, after this
time for debate—to offer an amend-
ment that would permanently exempt
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interest payments owed by disaster
victims to the Internal Revenue Serv-
ice.

This is a very simple and straight-
forward amendment. The amendment
is actually derived from the ‘‘Disaster
Victim Tax Extension Act,”” legislation
I introduced on April 29, 1998 with Sen-
ators COVERDELL, FRIST, MCCAIN,
HUTCHINSON, SMITH of Oregon, GRAHAM
of Florida, and D’AMATO.

As I stated in a Dear Colleague letter
circulated on April 22, this amendment
permanently exempts interest pay-
ments for disaster victims who reside
in presidentially declared disaster
areas and have been granted an exten-
sion for their tax filing.

The reason for this amendment is
very clear:

Each year, our country is hit by nat-
ural disasters of all kinds—such as hur-
ricanes, tornadoes, earthquakes, floods,
and ice storms—causing extreme hard-
ship for hundreds of thousands of
Americans.

This year, 15 states have already
been hit by deadly disasters:

Starting March 7, severe storms and
flooding struck the state of Alabama,
damaging nearly 1,200 homes, and the
city of Elba in Coffee County was evac-
uated as a result of a levee failure.
Three deaths were attributed to the
floods and one person was reported
missing.

On February 9, twenty-seven Cali-
fornia counties were wracked by severe
storms.

During the period of January 28
through February 6, a series of severe
winter storms hit communities in Sus-
sex County in Delaware.

Also in February, three southern
Florida counties were victimized by
tornadoes and other violent weather.

In February, six counties in Georgia
were struck by tornadoes. On March 20,
amid flood recovery efforts, tornadoes
and windstorms tore through northeast
Georgia, adding to the overall devasta-
tion. Tornadoes again touched down in
west Georgia, metro Atlanta, and
southeast Georgia on April 9.

In February, Atlantic and Cape May
counties in southern New Jersey were
hit by the coastal storm that lashed
the area.

On April 16, six Tennessee counties
were ravaged by deadly tornadoes and
other violent weather.

And, Mr. President, on March 29,
seven counties in my own state of Min-
nesota were hit by deadly tornadoes,
damaging thousands of homes and busi-
nesses along an 86-mile path carved
through the communities of St. Peter,
Comfrey, and Le Center.

Just days after the March storm, I
traveled to the disaster site in south-
central Minnesota to witness the de-
struction and meet with the Minneso-
tans—families, farmers, and other busi-
ness owners—forced to cope with this
tragedy. Mr. President, I've never wit-
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nessed devastation on such a scale. I
have heard of tornado-damaged areas
being compared to ‘‘war zones,” but
had no idea how close that was to the
truth. This was indeed a war zone, and
the Minnesotans I met with that Fri-
day and Saturday were very much its
innocent victims.

Two of those victims tragically lost
their lives.

The property damage was wide-
spread. Grain storage bins were leveled,
the fronts of homes were sheared off,
farm fields were choked with debris,
making it impossible to plant, rows of
telephone poles snapped, brick houses
leveled, countless trees were downed at
Gustavus Adolphus College, and the
spire of its church was torn off, vehi-
cles were scattered by the winds, some
landing in farm fields, the historic Bell
Tower of the courthouse in downtown
Saint Peter was destroyed.

I am told the March tornadoes were
some of the largest and longest in Min-
nesota’s history. It's hard to imagine,
but the Comfrey and Saint Peter torna-
does were a mile and a quarter wide—
2,200 yards. That is nearly twice as
wide as any previous tornado to hit my
state, and far larger than the average
tornado, which is only 100 yards wide.
The tornado that destroyed Comfrey
created a damage zone of T7 square
miles. Just how large is that? Larger
than the entire city of San Francisco,
which is contained within 75.2 square
miles.

The estimated total dollar value of
insured losses caused by the south-cen-
tral Minnesota tornadoes has reached
$175 million, exceeding insured losses
incurred in my state during the floods
one year ago. Minnesotans have come
together to clean up and begin the re-
building. as we always do when our
neighbors need help, and I'm impressed
with their spirit in facing this disaster.
Still, it’s going to take many months,
perhaps years, before life returns to
normal in those towns caught in the
tornadoes’ paths.

Minnesota’s experience is, unfortu-
nately, not unique. Deadly natural dis-
asters occur every year. Lives are lost,
homes are demolished, property is de-
stroyed, businesses are ruined, and
crops are wiped out. The survivors of
these disasters need our help to get
their feet back on the ground.

Federal disaster assistance has been
effective. In fact, almost all of the
major disaster sites have been subse-
quently designated as presidentially
declared disaster areas and are eligible
to receive federal disaster assistance.

However, there is one hurdle Con-
gress must remove. Residents in presi-
dentially declared disaster areas can
often get an extension to file their tax
returns. However, interest owed cannot
be exempted by the IRS. The IRS
charges an 8 percent interest rate for
taxes owed, even if disaster victims get
an extension for tax filing. So this is
adding insult to injury.
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Exempting interest payments owed
to the IRS requires congressional ac-
tion. Many states, like Minnesota, im-
mediately grant exemptions for inter-
est payments on state taxes when dis-
aster areas are declared. Although Con-
gress has granted such federal waivers
in the past, they must be done legisla-
tively each time a disaster occurs, and
appropriate vehicles are not always
available. This creates one more uncer-
tainty for disaster victims.

My amendment would once and for
all remove this barrier and give resi-
dents of presidentially declared dis-
aster areas an interest payment exemp-
tion on any federal taxes owed. Under
my amendment, the exemption is effec-
tive retroactively to tax year 1997, so
that all of this year's disaster victims
will be covered for their late filing.

Mr. President, this may seem like a
small matter, but for disaster survivors
in Minnesota, Georgia, Alabama, Cali-
fornia, Delaware, Florida, New Jersey,
Tennessee, and every state devastated
by events entirely and utterly out of
their control, every dollar counts in
their efforts to begin to repair and to
rebuild their lives. I urge my col-
leagues to support this amendment to
malke sure that we put in place perma-
nently an exemption so the IRS will
not charge interest on taxes that are
due and that are not paid on time be-
cause of extensions due to disasters.

Again, it may seem like a small mat-
ter, but to those people who have expe-
rienced these disasters, it is a lot.

I urge my colleagues to support this
amendment. I will be sending this to
the desk as soon as the chairman’s
time on his debate has been concluded. -

I thank you very much.

Several Senators addressed
Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. I thank the Chair.

Mr. President, let me speak about
the same issue which my colleague has
spoken about. As I talk to other Sen-
ators, I think we are going to hear the
same thing that Senator CLELAND from
Georgia, I say to the chairman of the
Finance Committee, was saying—that
in his State it is the same issue. In my
State of Minnesota, it is the same
issue. I have essentially the same
amendment that Senator GRAMS has. I
think we can all join in one effort.
That is the way it should be. What we
are saying—and what my colleague
said happened in St. Peter really put it
best—I make this appeal to colleagues.
This is just a matter of, I guess, just
trying to help people out. People have
enough on their minds. There has been
such devastation.

The last time around when we dealt
with the devastation of the flooding in
Minnesota and a number of other
States, we were able to get not only an
extension on the filings of the IRS tax
forms but also, in addition, an exten-
sion on the actual payment. Along

the
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with that, we had congressional action
which led to a forgiveness on the inter-
est for late payments. But that did not
automatically exempt. So this effort
that a number of us have been working
on is a terribly important amendment.

I think both Senators from Min-
nesota and other Senators from other
States who have been hit with these
disasters just in the last several
months this year would provide some
help to people. That is what it is all
about—providing help to people. It is
my hope—in talking with other Sen-
ators and we had a discussion in the
caucus at lunch as we look at whether
or not it is a relevant amendment—it
is certainly my belief this meets that
test. This deals with a specific provi-
sion already in this bill that deals with
the forbearance on interest payments
and, therefore, I think it would meet
the test of relevant amendments. I
know that will be one of the questions
that will be raised by my colleagues.

I join in with Senator GRAMS and
with Senators from other States, all of
whom really feel we want to try to get
this done, and we want to try to get
this done on this bill. We will have a
chance later on to come out here and
speak about our amendments, although
I think the floor amendments will es-
sentially merge into one amendment. 1
make an appeal to colleagues—Demo-
crats and Republicans, Republicans and
Democrats alike—to please give us
your support. This is very important to
the people in our State.

1 yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BOND. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BOND. Mr. President, I will be
offering, after the 3 o'clock timeframe,
an amendment to the Internal Revenue
Service Restructuring and Reform Act.
1 commend the chairman of the com-
mittee and the members of the com-
mittee who have done so much good
work in crafting a measure that I
think is a strong measure that will do
much to resolve the questions many
citizens of America have about whether
the IRS is treating them fairly, wheth-
er they are getting a fair shake.

I have talked with a lot of people in
my State, and I can tell you that there
are a very large number of people in
the IRS who have the confidence of the
private sector folks, the taxpayers, and
their representatives who work with
them.

Coming from Missouri, we can say
that the overwhelming number of IRS
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agents who are dealing with the public
are dealing on a fair, evenhanded basis.
But we have had examples brought
forth in the Finance Committee of
abuses that are clearly outrageous.
Something needs to be done to shape
up the system so that a rogue agent
cannot give the entire agency a bad
name and that a rogue agent cannot
impose or inflict upon a taxpayer bur-
dens and penalties and requirements
that are nowhere in the statutes.

1 will be offering an amendment
which changes the proposed structure
for the advisory board. I believe if you
are going to have an advisory board, if
you are going to put the IRS into some
kind of board, then you need to do the
job all the way. It is clear from the
hearings and from the testimony that
there is significant support for saying
the IRS ought to be run by a board, it
ought to have an insulation from polit-
ical influence—it should be kept free
from direct interference by the White
House or even guidance out of the
Treasury in terms of enforcement of
the laws. Not tax policy. Tax policy is
rightly one in which we expect the Sec-
retary of the Treasury and the Presi-
dent to offer advice, counsel, and work
with the Congress on carrying out the
policy.

But given the example of audits
which at least raise the question of
whether they have been conducted or
directed by political influence, I think
the only safeguard for the American
people is to make the board a full-time
professional board composed of five
members—four from the private sector
plus the Commissioner of IRS—and
give it the full authority to run the
day-to-day operations of the IRS. It
would have a consultative role in de-
veloping tax policy. But let's take a
look at it. We have full-time boards
that conduct some agencies with very
sensitive responsibilities—the Securi-
ties and Exchange Commission, the
Federal Communications Commission.
These are boards which run agencies
with very important economic powers
over the economy and over citizens in
the economy. To the extent that we
have entrusted powers to them, we see
that they are able to provide a buffer
between political influence and the
work of the agency.

On the other hand, if you are con-
cerned about reforming an agency and
you find that the agency is out of con-
trol, as the committee has found the
IRS to be, then how can you expect a
part-time advisory board to get the job
done? Nobody has been able to cite me
an example where a part-time advisory
board came in and got control of the
agency. The purpose of a part-time ad-
visory board is to give advice which
can be accepted or ignored, and, from
the hearings, we have seen that a part-
time advisory board type of advice is
not what the IRS needs.

I think the time has come, if we are
going to fulfill the mandate given to us
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by our constituents to do something
about the IRS, to reform it, then we
ought to set up a full-time board so the
members do not have to split their
time between private activities—be-
tween their own jobs and their own re-
sponsibilities—and looking over the
IRS on a day-or-two-a-month basis. It
just does not make any sense.

As a former chief executive of my
State, I know that agencies can run a
unit of Government and they can do so
without political interference. In my
experience, sometimes agencies of
State government were too immune to
interference or guidance or leadership
from the Governor. But if the question
here is to make sure that there is not
improper influence on tax audits and
tax investigation targets, the only way
to do the job and to do it properly is to
put the management and the authority
over the work of the IRS in the control
of a board with full-time members on
an equal footing with the Commis-
sioner so that they can insulate the
IRS from any political influence. I be-
lieve this is a very logical step to en-
sure that the reformed IRS meets the
standards we would all expect to see
for this agency. If we are going to go
for a board, let’'s go big time. Either go
for an independent, full-time board
with executive authority or get back
up on the porch and let the existing
agency run itself.

Mr. President, I look forward to dis-
cussing this amendment when the time
ripens for its consideration in the
Chamber. I appreciate the chairman
and the manager on the other side
bringing to the floor a very good bill. 1
believe this provision will make it an
even better bill, and I look forward to
debating it, I hope this afternoon.

I thank the Chair. 1 yield the floor. 1
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I as-
sume that we are on the IRS restruc-
turing legislation; is that right?

The PRESIDING OFFICER. That is
correct.

Mr. GRASSLEY. Mr. President, we
are here today in the second day of de-
bate on this legislation to discuss a
very important issue, and that is the
restructuring of the Internal Revenue
Service. As my colleagues know, 1 have
worked very hard on this issue—serv-
ing on the National Commission on Re-
structuring of the IRS and joining Sen-
ator KERREY of Nebraska in intro-
ducing the first piece of comprehensive
legislation that would comprehensively
restructure the IRS. In addition, Sen-
ators REID, KERREY and 1 introduced
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the Taxpayers’ Bill of Rights III earlier
this year.

There are real problems in dealing
with the IRS, and there are real prob-
lems at that agency, as shown in the
Senate Finance Committee hearings—
which were so ably chaired by Senator
RoTH from Delaware, the chairman of
that committee—and not only the re-
cent ones which were probably the
most shocking, but also starting last
September with hearings that brought
out horror stories.

These hearings about the horror sto-
ries were about our Government's
treatment of taxpayers. Every time I
go home I hear from constituents who
tell me about their firsthand experi-
ences with the IRS. Rarely are they
good. For this reason, it is not good
enough to just try. We have to succeed
in this reform.

I would like to tell you what I
learned about this issue in the Restruc-
turing Commission’s hearings and de-
liberations that took place during the
fall of 1996 carrying over to the first 9
months of 1997, at these hearings and
our deliberations there—but also, as I
have already alluded to, the Finance
Committee hearings which also were a
very good basis for this legislation.
Then we have all had some of our own
studies of this issue as well. This is
what I have learned: The IRS routinely
abuses taxpayers, and the rules the IRS
lives by are unfair to the taxpayers and
not according to the rule of law.

The structure of the IRS was not set
up with its consumer, the taxpayer, in
mind. The IRS functions without ac-
countability. The IRS agents are not
held accountable for their acts. This
breeds a culture of abuse and a culture
of coverup, and this is where we stand
today. We have a chance to fix this cul-
ture. We have one chance to enact real,
solid, IRS reform. We in the Senate are
supposed to be in the business of im-
proving people’'s lives. We must pass
real, solid and lasting IRS reform. We
must set up a system that makes the
IRS accountable for its actions, and
then we in the Congress, who have con-
stitutional responsibilities of over-
sight, have, over the next several
months, with intensity, but on an on-
going basis, a responsibility to make
sure that we continue the oversight
work that has been done. We bear some
responsibility in the Congress for an
out-of-control agency. But I think with
proper congressional oversight we will
make sure that this does not happen
again.

This legislation before us now makes
many strides towards fixing the IRS.
For starters, it strengthens oversight
of the IRS. It creates an IRS Oversight
Board. This Board will be made up of
nine individuals who will oversee the
administration, the management, the
conduct, the direction and even the
budget of the IRS. The IRS Commis-
sioner and a representative of the Na-
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tional Taxpayers Employees Union will
also serve on this Board. The union
representative is especially important.
Our IRS Restructuring Commission
had a union representative on it. Bob
Tobias, the president of the NTEU, was
instrumental in the Commission’s
work. The Commission would not have
made recommendations for such strong
reforms and made them by such a
strong majority if it were not for his
involvement. Working with him, 1
learned that the union also wants
strong reforms within the IRS.

Another important provision of this
bill that increases IRS oversight is the
creation of a new Treasury Inspector
General who will be devoted exclu-
sively to IRS matters. This office will
have all the powers and authority
granted under the Inspector General
Act, resources dedicated specifically
and only to the IRS oversight, and
independence from being in the Treas-
ury Department rather than being at
the IRS.

This bill also takes an important
step in helping Congress’ oversight ef-
forts and in making sure that the pub-
lic and press can assist us in these ef-
forts. This bill requires a new Inspector
General for Tax Administration to ran-
domly audit 1 percent of all IRS docu-
ments that the IRS redacts before it
releases those documents. In our Re-
structuring Commission hearings we
learned that the IRS uses its privacy
privilege to hide its own wrongdoing
from us in the Congress and, hence,
from the public and also from the
press. This is illegal, but more impor-
tant it is deceitful. This bill requires
that a small percentage of documents
be audited to ensure that the IRS can’t
hide behind laws designed to protect
the taxpayers.

These provisions, although great, are
still not enough. In addition, Congress
must continue its diligent oversight ef-
forts. The IRS is important to us now,
but will it be important to us even 5
years from now? Or will we be focused
on another issue of the day then? We
need to commit to have strong, thor-
ough oversight hearings on an ongoing
basis.

This bill also gives taxpayers impor-
tant new rights. It helps taxpayers
know their rights and to navigate the
tax collection system. I believe that
Americans are smart people. If you
give Americans enough information,
and if you treat Americans fairly, they
can usually take care of themselves,

This bill empowers taxpayers with
important new rights and puts the tax-
payers on a more equal footing with
the IRS. 1 say a more equal footing. 1
think it would be intellectually dis-
honest for me to say with the passage
of this legislation that we have totally
leveled the playing field, which the
taxpayers ought to expect and which I
hope I am surprised some day and I can
say that we have, but I don't want to
categorically say that today.
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This bill also has innocent spouse re-
forms so that innocent spouses are
treated exactly as they are, and that is
they are innocent.

This bill limits the seizure authority
of the IRS. It allows taxpayers to sue
the IRS if its agents are negligent in
violating the code and the constitu-
tional rights of our citizens. It pro-
hibits the IRS from contacting third
parties without prior notification to
the taxpayer. It requires that the IRS
exhaust all collection options, includ-
ing installment agreements, before
seizing a business or a principal place
of residence.

I could go on and on, but the point is
that the bill before us is strong, com-
prehensive reform. This bill is stronger
than its House-passed companion, and
we can all thank Chairman ROTH and
the Finance Committee generally—but
without his leadership, it would not
have happened—for making this
strong, because we do need to pass this
legislation. We need to insist that the
conference report be equally as strong.
And then we need to get it on the
President’s desk as soon as possible.

The American people deserve to be
treated with respect, especially by
their own Government. The American
people deserve this bill, and the Amer-
ican people deserve to be represented
by Senators who have the courage and
foresight to not only enact this legisla-
tion, but after it is enacted, to see,
through the constitutional responsibil-
ities of oversight, that it is actually
carried out.

When this legislation is passed, 1
want to be able to say to the American
people, “We're on the read to elimi-
nating the culture of intimidation
within that agency.”” I want to be able
to say to the American people, 'On
April 15th next that you're treated by
the IRS with the same courtesy, with
the same accurate information and
with the same timely response that
they expect out of you, the taxpayer,
on April the 15th.”

1 yield the floor.

Mr. KERREY addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. KERREY. Mr. President, Senator
GRASSLEY not only was on the National
Commission on Restructuring the IRS,
along with myself and Congressman
PorTMAN and Congressman CARDIN on
the House side, but long before I ever
became interested in this issue, Sen-
ator GRASSLEY, along with Senator
Pryor—indeed, Senator GRASSLEY may
want to offer some historical reflec-
tions on this—has been involved with
trying to change the law and put the
law on the side of the taxpayers, to
give them more rights.

I believe, I say to the Senator, the
first taxpayers’ bill of rights legisla-
tion was enacted, was it 1994? I ask the
Senator from Iowa, the first taxpayers’
bill of rights—I know Taxpayers' Bill
of Rights II was 1996.
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Mr. GRASSLEY. I think the first one
would have been in 1988 or 1989.

Mr. KERREY. The Senator from Iowa
and Senator Pryor were partners in de-
veloping that legislation. Did the two
of you work together on the Taxpayers’
Bill of Rights I1?

Mr. GRASSLEY. Yes.

Mr. KERREY. Both of those pieces of
legislation were landmark bills. The
reason they were landmark bills is
they laid a foundation upon which we
are building this legislation. All of
title ITI, which adds additional powers
to what the taxpayers will be granted,
was added as a consequence of evalu-
ating whether or not the Taxpayers’
Bill of Rights II has gone as far as we
want to go.

I say that because a lot of colleagues
have come up and said, **Well, does this
legislation go too far; does it give tax-
payers so many new rights that the
IRS will not be able to do their job?"
which is to collect taxes? **Is there any
power left in the IRS?” And the answer
is yes.

All through this we have been con-
scious of the need to balance, and what
we have been able to do is look at the
impact of Taxpayers' Bill of Rights II.
We can see additional authority needs
to be granted to taxpayers. I think it is
an admirable balance, and it would not
have been possible to get it done with-
out Senator GRASSLEY's longstanding
interest and understanding and leader-
ship on this issue. I publicly thank him
for making certain that we extend ad-
ditional rights without undercutting
the authority of the IRS to do what we
have asked it to do.

Mr. GRASSLEY. Mr. President, I
thank the Senator from Nebraska very
much for his kind remarks and for the
background of the Taxpayers' Bill of
Rights I and II, but most importantly
for his thoughtful leadership on the
Commission, because that was 1 year of
very hard work for Senator KERREY. He
gave it the attention that this problem
deserves. The strong piece of legisla-
tion that has gone through the House
of Representatives and now strength-
ened by the Senate Finance Committee
under Senator ROTH's leadership would
not have been possible without the
digging and leadership that Senator
KERREY has shown.

Mr. KERREY. Now let’s do trade.

Mr. GRASSLEY. We will do trade. I
vield the floor.

Mr. KERREY. Likewise, Mr. Presi-

dent. 1 suggest the absence of a
quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the Senate con-
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tinue H.R. 2676 for debate only until
3:30 p.m.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. ROTH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. (Mr.
KEMPTHORNE). The clerk will call the
roll.

The bill clerk proceeded to call the
roll.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the Senate con-
tinue the debate on H.R. 2676 for debate
only.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I ask
permission to speak as in morning
business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

| —————

PAY AND CHASE

Mr. GRASSLEY. Mr. President, I
would like to talk about *“‘pay and
chase"” today. ““Pay and chase’ is a
Pentagon term used to describe an-
other misguided policy. With pay and
chase, the Pentagon pays the bills first
and then tries to track down the re-
ceipts later on. Sometimes they find
them; sometimes they don't. And
sometimes, they don't even bother to
look. This is not a good policy. It is un-
businesslike, and it's dangerous.

Under current law, payment is not
due until a valid receipt is in hand. A
certified receipt tells you that the
goods and services have in fact been de-
livered.

So, to me, pay and chase is a mys-
tery. Why, Mr. President, would any-
one—in or out of government—want to
pay a bill without a receipt? That de-
fies understanding. It makes no sense.
Unfortunately, this is exactly what the
Pentagon bureaucrats are urging Sec-
retary of Defense Cohen to do.

Today, pay and chase is unofficial
policy. It's practiced but not author-
ized by the law. But the Pentagon bu-
reaucrats want Secretary of Defense
Cohen to change that and make it
0.K.—with the law.

Secretary Cohen made his request in
a letter to the Senate dated February
2, 1998.
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Mr. President, I ask unanimous con-
sent to have his letter printed in the
RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

THE SECRETARY OF DEFENSE,
Washington, DC, February 2, 1998.
Hon. AL GORE,
President of the Senate,
Washington, DC,

DEAR MR, PRESIDENT: I am forwarding for
your consideration draft legislation that, if
enacted, would be entitled the “Department
of Defense Reform Act of 1998." This bill is
intended to form the core of the Defense Re-
form Initiative (DRI). T request prompt ac-
tion by the Congress on this proposal.

The DRI is an exciting, sweeping reform of
the “‘business’ of the Department of Defense.
It will affect the Department from its cor-
porate headquarters at the Pentagon to each
service member and his or her family
throughout the world. While aspects of our
reforms can and already are being accom-
plished within existing statutory authori-
ties, the proposed bill is crucial to imple-
menting many of the most important and
far-reaching reform elements that will make
the Department more business oriented. The
DRI will give us the authority to use those
practices that our American industry coun-
terparts successfully have used to become
leaner and more flexible in a world of in-
creasing change and flexibility.

Re-engineering the Department. We will
re-engineer by adopting the best private sec-
tor business practices in defense support ac-
tivities. For example, we propose to incor-
porate state-of-the-art business procedures
in our travel system. Section 301 would
streamline our household goods transpor-
tation so that simplified “Do-it-Yourself”
(DITY) moves would be available to every
service member. Section 401 would authorize
streamlined procurement payment practices
so that our civilian contractors would get
prompt and accurate payments for their
goods and services. Section 403 would enable
all Federal agencies more freely to use pri-
vate sector practices in the sale of surplus
personal property, alone or in conjunction
with current Government reinvention and
streamlining initiatives, and to foster more
expedient and efficient disposals of property.

Consolidation. Next, we will consolidate
organizations to reduce unnecessary redun-
dancy and to move program management out
of Pentagon corporate headquarters and
back into the field. The Office of the Sec-
retary of Defense and defense agency per-
sonnel will be cut, as will personnel in De-
partment of Defense field and related activi-
ties. Section 202 supports this initiative by
extending current force drawdown authori-
ties through September 30, 2003. Section 107
would clarify that I can make organizational
changes as the National Defense University
in order that I can move parts of organiza-
tions into that structure when appropriate.

In addition to cutting the size of staffs, the
DRI will establish a number of new organiza-
tional arrangements. Among these is a
Threat Reduction & Treaty Compliance
Agency created to address the challenges of
weapons of mass destruction. Section 102
supports this initiative by eliminating the
requirement for an Assistant to the Sec-
retary of Defense for Nuclear and Chemical
and Biological Defense Programs. Sections
104 through 107 support another important
consolidation  initiative—establishing a
Chancellor for Education and Professional
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Development to raise the quallty of civilian

training and professional development to

world-class standards. Part of our consolida-
tion effort will enhance the role of the Na-
tional Guard and other Reserve elements in

domestic emergency responses. Sections 501

through 503 support this effort by making

our Reserve component and National Guard
members more available and an even closer
member of our family.

Competition. We will compete many more
functions now being performed in-house,
which will improve guality, cut costs, and
make the Department more responsive.
While this initiative will apply throughout
the Department, some candidates for com-
petition include civilian and retiree pay-
ments, personnel services, surplus property
disposal, national stockpile sales, leased
property management, and drug testing lab-
oratories. Section 402 would permit use of
contractor employees of a contractor whose
system is being tested, to provide the ana-
lytic and logistic support in those cases
where contractor impartiality is assured.

Elimination. Finally, we will eliminate ex-
cess infrastructure. Since the end of the Cold
War, the Department of Defense has reduced
its military forces significantly, but infra-
structure cuts lag behind. The defense budg-
et has been reduced by 40 percent, and mili-
tary personnel will have declined by 36 per-
cent by 2003. At the same time, after four
rounds of base closures, the Department’s
domestic base structure is only 21 percent
slimmer. Consequently, we need to make
more infrastructure reductions. Money is
wasted on keeping open excess installations.
These resources can better be directed to
support the warfighter. Title VII of our bill
would authorize two additional rounds of
base closures. Each round will provide an-
nual savings of $1.4 billion.

The DRI would increase direct spending
annually by less than $10 million during fis-
cal years 1999-2002; therefore, it is subject to
the pay-as-you-go (paygo) requirement of the
Omnibus Budget Reconciliation Act of 1990.
This proposal should be considered with
other proposals in the President’'s Fiscal
Year 1999 Budget that together meet the
paygo regquirement,

Enactment of this proposal, together with
our other management and structural
changes, dramatically will enhance our abil-
ity to improve organizational efficiency
while making more effective use of the De-
partment's financial and personnel re-
sources. 1 urge the Congress to enact this
legislation promptly so that we can pursue
these crucial management reforms.

Sincerely,
BILL COHEN.

Mr. GRASSLEY. Making pay and
chase official policy is just one small
piece of Secretary Cohen’s Defense Re-
form Initiative or DRI package. Sec-
retary Cohen’s pay and chase proposal
is embodied in section 401 of the DRI.

Mr. President, I ask unanimous con-
sent to have section 401 printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

SECTION 401. AUTHORITY FOR STATISTICAL
SAMPLING To ENSURE RECEIPT OF GOODS
AND SERVICES.

(a) IN GENERAL.—Chapter 141 of title 10,
United States Code, is amended by inserting
after section 2405 the following new section
2406:
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§2406. Statistical sampling procedures in the
payment for goods and services before
verification
“(a) VERIFICATION AFTER PAYMENT.—Not-

withstanding section 3324 of title 31, in mak-

ing payments for goods or services, the Sec-
retary may prescribe regulations that aun-
thorize verification, after payment, of re-
ceipt and acceptance of goods and services.

Any such regulations shall prescribe the use

of statistical sampling procedures for

verification and acceptance purposes. Such
procedures shall be commensurate with risk
of loss to the Government.

**(b) PROTECTION OF PAYMENT OFFICIALS.—
Provided that proper collection actions have
been executed, a disbursing or certifying of-
ficial, who relies on the procedures estab-
lished pursuant to this sectlon, is not liable
for losses to the Government resulting from
the payment or certification of a voucher
not audited specifically because of the use of
such procedures.”.

(b) CLERICAL AMENDMENT.—The table of
sections for such Chapter 141 is amended by
inserting after the item relating to section
2405 the following:

‘2406 Statistical sampling procedures in the
payment for goods and services
before verification."

Mr. GRASSLEY. The Section 401 pay
and chase proposal has three parts.

First, Section 401 would authorize
DOD to pay bills without receipts—
with no dollar limit.

Second, Section 401 would require
only random after-the-fact verification
of some receipts.

Third, disbursing officials would be
relieved of all responsibility for erro-
neous or fraudulent payments that
could result from this policy.

Mr. President, this is a terrible idea.
Section 401 says it's OK to pay bills
without receipts. Just do it—850,000;
$500,000; $1 million; $10 million; or $100
million. The sky’'s the limit. It doesn’t
matter how big the bill is. Just pay it!
And if yon make a mistake, that's OK,
too. Not to worry.

Nobody can be held accountable for
erroneous or fraudulent payments.
This proposal could not have come at a
worse time. All reports from the Gen-
eral Accounting Office (GAO) and In-
spector General (IG) clearly indicate
that DOD’s internal controls are weak
or non-existent.

Not only do weak or non-existent in-
ternal controls make for easy embez-
zlement, they invite it. And it seems
like embezzlers are on a rampage.
That's the subject of a recent article
entitled ‘“‘Embezzlement Growth Iis
Dramatic.” The article was written by
Mr. Gary Strauss and appeared on page
1 of USA Today on January 13, 1998.

Mr. President, I ask unanimous con-
sent to have this article printed in the
RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From USA Today, Jan, 13, 1998)
EMBEZZLEMENT GROWTH 18 “DRAMATIC"
(By Gary Strauss)

Wendell Doman wasn't your typical embez-
zler. A Mormon and father of seven, Doman
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didn’t steal from corporate coffers to fund a
wild spending spree, trophy mistress, gam-
bling or drug addition. Instead, the 37-year-
old chief financial officer of New Age music
company Narada Media was thinking long
term.

Sure, he spent $37,000 on a BMW he judi-
ciously kept away from the office. And there
was the $243,500 Minneapolis home to which
he moved after quitting Milwaukee-based
Narada in February. But the bulk of the $1.13
million federal prosecutors say he stole was
squirreled in Vanaguard's Growth and In-
come stock mutual fund.

It's unclear how many Wendell Domans
lurk in the offices of Corporate America.
Only a fraction of embezzlement cases are
reported—the prime reason the Justice De-
partment has difficulty gauging the white-
collar crime that can be among the most
troubling for businesses.

But judging from anecdotal accounts from
prosecutors, insurers and fraud specialists,
1997 may go down as a record year for cor-
porate embezzlement.

“There’'s been a dramatic increase in em-
bezzlement across the board, everything
from small mom-and-pop shops to major cor-
porations,” says Chris Franklin, who man-
ages embezzlement claims for Chubb, a
major provider of fidelity Insurance, which
covers businesses’ embezzlement losses.

High six-fieure and low million-dollar
thefts such as Doman's are increasingly com-
mon, says Tom Harrington, head of the FBI's
economic crimes squad in the agency's
Philadelphia office. “'TI talk to my counter-
parts all across the country. The amounts
being embezzled are growing.”

The FBI estimates 15,700 workers were ar-
rested for embezzlement in 1996, up almost
25% since 1993. But the FBI numbers prob-
ably account for just 10% of embezzlers, says
Frank Hagan, a criminology professor at
Pennsylvania’s Mercyhurst College and co-
author of White Collar Deviance, to be re-
leased next year. “‘These numbers aren't ac-
cepted by criminologists because embezzling
is grossly under-reported,” he says.

Most companies are too embarrassed to re-
port such white-collar crimes for fear of ap-
pearing inept, spurring more employee theft
or angering sharesholders, clients or cus-
tomers, says Sharon Parker, who's pros-
ecuted numerous white-collar crime cases as
an assistant U.S. attorney in Indiana. Nor
are companies legally bound to report em-
bezzlement. Only banks are required to no-
tify authorities.

Yet based on a recent, first-of-its kind sur-
vey of 2,600 fraud investigators. U.S. busi-
nesses lose more than $400 billion annually
to fraud, nearly a third of that from embez-
zlement, says Joseph Wells, head of the
20,000-member Assoclation of Certified Fraud
Examiners.

““This reality is a problem, particularly
among mid- and upper-level managers,'” says
Wells, author of Occupational Fraud and
Abuse. Wells cites decentralized operations,
mid-level management layoffs, rising com-
puter use and a booming economy.

The flourishing cottage industries of fraud
investigation, forensic accounting and
white-collar criminal defense law underscore
embezzlement’s growth.

“Business is booming,”” says Howard
Silverstone, a forensic accountant with
Lindquist Avey Macdonald Baskerville, a fi-
nancial fraud investigator. “It’s up 300%-
400% since the start of the decade. And the
cases we hear about are just the tip of the
iceberg. Most of the time, it’s luck that this
kind of crime is even discovered.”
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Hard statistical evidence aside, emhezzlers
are getting more brazen.

At his recent sentencing on federal wire-
fraud charges, Doman contended he was enti-
tled to keep about $206,000, the earnings on
the stolen money in his Vanguard account.
U.S. District Judge Charles Clevert scoffed
at Doman’s request, sentenced him to 33
months in prison and ordered him to pay
Narada $1.34 million. Doman, serving time in
a federal prison in Oxford, Wis., could not be
reached.

Wednesday, former Los Angeles Times edi-
torial business manager Charles Boesch was
sentenced to four years in prison federal
charges of embezzling almost $780,000 over
four years.

Prosecutors say Boesch, 53, took the
money—intended as payments to freelance
writers—over four years by submitting bogus
invoices for payment to accomplices, includ-
ing his former son-in-law.

UNDONE BY TIME

Doman and Boesch's thefts look like
chump change compared to the $12.5 million
Francls Vitale Jr. stole from specialty
chemicals maker Engelhard over nine years.

Vitale, Engelhard’'s former vice president
of strategic development and corporate af-
fairs, used the money to accumulate one of
the world’s most extensive collections of
rare and antique clocks. Most of the collec-
tion was housed at his Spring Lake, N.J., an-
tique clock shop. It was auctioned for $8 mil-
lion to repay Engelhard’'s insurer.

At Engelhard, where he earned a six-figure
salary and was a member of the management
committee. Vitale was “‘extremely well-re-
spected’” until a routine audit uncovered the
thefts, says corporate spokesman Mark
Dresner.

Vitale had sole discretion to approve inter-
national marketing expenses, so he was able
to fabricate more than 150 invoices for his
clock shop's purchases into bills Engelhard
“owed" for expenses. Vitale, 53, is to be sen-
tenced Thursday.

It's not uncommon for embezzlers to go un-
detected for years, largely becaunse managers
have few supervisors holding them account-
able, says Silverstone, the forensic account-
ant,

That's precisely what happened at Day-Lee
Foods, a Japanese-owned meat-exporter in
Santa Fe Springs, Calif. In what may be the
largest U.S. embezzlement c¢ase ever re-
ported, Chief Financial Officer Yasuyoshi
Kato stole $95 million.

Until the scheme was uncovered by federal
tax investigators in March, Kato stole by
issuing company checks to himself for seven
vears. He covered the missing funds by se-
curing corporate loans to Day-Lee from Cali-
fornia subsidiaries of Japanese banks, ac-
cording to court filings.

Kato, who earned $150,000 a year, had sole
control over Day-Lee's finances. That also
enabled him to pay earlier loans by arrang-
ing even more loans.

DOING THE CHA-CHA

Prosecutors contend Kato went through
money like water, buying beachfront con-
dominiums, citrus ranches, even a nightclub
named Club Cha-Cha. Money also went to his
ex-wife, who bought a rare car dealership,
jewelry and animal menagerie that included
miniature horses and sharks.

In October, Kato was sentenced to 63
months in prison. Day-Lee’s parent, Nippon
Meat Packers, estimates losses, including in-
terest on the loans at $100 million.

What motivate embezzlers? Usually any
one of a number of vices, although experts
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paint a portrait of a compulsive, obsessive
person in a position of power.

Insiders at Engelhard joke about Vitale's
clock fetish.

Attorneys involved in the Doman case
point to a conservative, tightly wound CPA
who was paying nearly a third of his $75,000
salary to support his ex-wife and children.
Doman also may have felt a sense of entitle-
ment. According to court records, he felt his
bosses had reneged on a purported offer of a
5% stake in the company before it was to be
sold.

Kato's attorney, John Yzurdiaga, says
Kato was merely trying to satisfy his ex-
wife's Insatiable spending appetite.

But, notes Chubb’s Franklin, the pilferer
could be anyone. “We've seen cases where
daughters have ripped off their father's
firms,” he says. “You can’t trust anybody.”

In virtually all cases, there are systemic
problems, such as lax internal controls, that
make it all too easy to steal, says Bart
Schwartz, CEO of fraud investigator Decision
Strategies/Fair-fax International. “In a
booming economy, everyone's looking at
business opportunities. They aren't looking
internally,” he says. *That can allow
schemes to go on for years.”

Increasingly, " companies are I[nitiating
countermeasures. Barnes & Thornburg, a 200-
member South Bend, Ind., legal firm, formed
a white-collar unit a year ago. They've ad-
vised clients to implement compliance pro-
grams and improve internal accounting pro-
cedures, such as requiring more than one em-
ployee to sign checks, says unit chief George
Horn.

But even Barnes & Thornburg wasn't im-
mune. Longtime partner Ernest Szarwark
was indicted In July for mail fraud. He's
charged with stealing $500,000 over eight
years by taking fees clients paid him and not
submitting them to the firm. He also wrote
himself checks from the firm’s trust ac-
count.

WHERE THERE'S A WILL . . .

Ronald TerMeer, on probation after spend-
ing 18 months in prison for embezzling
$225,000 from Ohio-based Huntington Na-
tional Bank, says even with beefed up con-
trols, greedy employees will try to cir-
cumvent the system.

“You can probably always find a way to
steal. But it usually takes someone with ob-
sessive, compulsive behavior to embeszzle,”
says TerMeer, the bank’s former controller.
*In my case, it was compulsive gambling and
alcohol addiction.”” TerMeer has written a
self-published book: From Doing Federal Time,
A Handbook for Businessmen Who are Facing
Federal White Collar Criminal Charges.

Experts fear corporate embezzlement is
likely to become more pervasive and the
thefts even greater.

“Individuals believe they can perpetrate
these crimes and get away with it,” says
Chuck Owens, chief of the FBI's financial
crimes unit. “Corporate insider fraud will re-
main a substantial problem. There's a fairly
high greed level out there.”

Mr. GRASSLEY. Mr. President, this
is what the article says.

*Lax internal controls’ are the cause
for “*a dramatic increase in embezzle-
ment across the board.”

“Lax internal controls’ will be laxer-
if Section 401 goes through.

Now, Mr. President, there is no
magic in a receipt.

A receipt is not a leakproof defense
against fraud—mainly because a re-
ceipt is so easy to forge.
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A receipt by itself is not much of a
weapon.

It is just one weapon in the control-
ler's arsenal.

To be an effective weapon, a receipt
must be coupled to other control de-
vices—like separation of duties.

Unfortunately, at the Pentagon, re-
ceipts don’t necessarily go hand-in-
hand with the other control mecha-
nisms.

I learned that lesson in my examina-
tion of several DOD fraud cases:

The Lugas case at Reese AFB, Texas;
the McGill case in Norfolk, VA; and the
Krenik case in the Pentagon.

In these cases, there was no separa-
tion of duties.

For example, I discoverd that Mr.
Krenik's duties literally covered the
waterfront. He was involved in every
phase of the cycle of transactions from
beginning to end. He: developed re-
quirements for goods and services,
wrote purchase orders, steered con-
tracts to favored vendors, received and
accepted deliveries, certified contract
performance by signing receiving re-
ports like the DD-250, and submitted
invoices to the finance office for pay-
ment.

In Mr. Krenik's organization—the Tth
Communications Group—there was no
separation of duties. In that environ-
ment, it was so easy for Mr. Krenik to
fabricate phony invoices and receipts
and get paid.

He said it was a piece of cake. It was
just too easy.

This is what Mr. Krenik said after
being apprehended:

I saw how others had manipulated the DD-
260s [receipts], so I thought I could do that
also. . . . It was so easy to generate fake bil-
lings and open the Post Office box.

1 fear that Mr. Krenik was led into
temptation by lax internal controls.

With separation of duties, it would
have been very difficult—if not impos-
sible—for him to do what he did. More
scrutiny by others would have greatly
increased the probability of detection.
That fear alone is sometimes enough to
deter fraud.

With duties properly separated, the
goods are delivered to a central ware-
house. After a receipt is certified by an

independent  warehouse-person, the
goods are then turned over to the cus-
tomer or user—someone like Mr.
Krenik.

In the right circumstances, a cer-
tified receipt can be a powerful weap-
on, and I want the certified receipt to
be a powerful weapon in the DOD
Comptroller’'s arsenal.

1 want receipt verification to be at
the top of the checklist of things to do
before making a payment.

Above all, I do not want to see this
body gut DOD’'s internal financial con-
trols—or what remains of them—in the
name of “*defense reform.”

Section 401, as written, would gut
DOD’s remaining internal controls.
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Knowing that DOD’s internal con-
trols are already weak or non-existent,
the GAO and the IG oppose Section 401,
as written.

Section 401 would eliminate what's
leftover, and it **ain’t’ much.

And the crooks are hard at work. We
know that for a fact because there is a
new case at Dayton AFB, Ohio.

Though we don’t yet have all the de-
tails on the case, it looks like a carbon
copy of the Krenik case—fraudulent in-
voices and receiving reports valued at
nearly $1 million.

Dayton happened, despite Air Force
assurances to the contrary.

The Air Force assured me on July 18,
1997, in no uncertain terms, that a
Krenik-style operation could never
happen again.

The Air Force said it had “‘more in-
ternal controls to prevent this type of
action from happening again.”

I hate to say it but Dayton was hap-
pening as those words were being
placed on paper.

Weak or non-existent controls com-
bined with heightened embezzlement
activity do not argue for Section 401.

So why push pay and chase now?

Pay and chase is a bad idea. It would
make DOD’s accounts more vulnerable
to theft and abuse.

They are already far too vulnerable.

What we need to do now is strengthen
internal controls not weaken them.

We need to make the certified receipt
the potent anti-fraud weapon that it
should be.

DOD should not be authorized to
make payments without receipts.

And those responsible must be held
accountable for erroneous and fraudu-
lent payments—as they are today.

As 1 see it, there are two ways to
handle Section 401:

(1) remove it entirely from the DRI
package; or (2) modify it.

Mr, President, I am ready to work
with the Armed Services Committee in
developing a mutually acceptable
modification to Section 401.

It can be done, and I could help the
Committee do it.

There is a way to do it that will serve
the best interests of the taxpayers and
the Armed Forces.

1 yield the floor.

Mr. GORTON. Mr. President, I ask
unanimous consent to proceed as in
morning business for not to exceed 7
minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

MICROSOFT

Mr. GORTON. Mr. President, my es-
teemed colleague, the senior Senator
from Utah, Senator HATCH, was on the
floor this morning once again after his
letter of last Friday denouncing
Microsoft's use of its First Amendment
rights to defend itself against an un-
warranted attack by the Department of
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Justice and a handful of state Attor-
neys General.

At one level, at least, he went beyond
the remarks in his letter with the to-
tally unsubstantiated claim that the
many C.E.O.’s who joined with Micro-
soft last week and again today to plead
with the Department of Justice not to
inhibit or to postpone the marketing of
Windows' 98 were somehow or another
coerced into taking this position. As a
consequence the Senator from Utah
not only questions the right of men
and women leading major American
corporations to speak out on behalf of
their products, but also insults them
by saying they acted outside of their
own freewill. Mr. President as 1 have
said, there isn’t the slightest evidence
for this proposition.

These C.E.O.'s were and are defending
the right of a magnificent and innova-
tive American corporation to keep on
innovating, to keep on providing newer
and better products for the people of
the United States, and for that matter,
for the people of the world.

The Senator from Utah buttressed
his position by quoting from Judge
Robert Bork, who has had a dramatic
late-life conversion from free market
principles to support willing govern-
ment intervention in perhaps the most
dynamic of all of our free markets.
While the Senator from Utah defended
Judge Bork's objectivity in this, he
failed to note that the judge has re-
cently been hired by Netscape and by
others.

Now, Judge Bork’s historic position
is perhaps quoted best in just two lines
from his book *‘The Antitrust Par-
adox,” in which he says ‘‘the responsi-
bility of the federal courts for the in-
tegrity of virtue of law requires that
they take consumer welfare as the sole
value that guides antitrust decisions.”
The sole value that guides antitrust de-
cisions should be consumer welfare.
Mr. President, in this entire debate, we
haven't heard a breath, a whisper, or a
sentence about consumer welfare.

This is a campaign by Microsoft’'s un-
successful competitors to limit
Microsoft’'s competitive ability to ben-
efit consumers. Consumers aren’'t com-
plaining, competitors are.

Judge Bork has dramatically
changed positions from that of a con-
sumer advocate to an advocate of gov-
ernment. control. I must confess, Mr.
President, that there is precedent for
his position. There are antitrust cases
that might justify some sort of move of
this nature by the Department of Jus-
tice. In 1945 in a decision relating to
ALCOA, the Supreme Court determined
that ALCOA’s *‘superior skill, foresight
and industry,” were exclusionary of
less efficient forms. In 1953, in a case
involving the United Shoe Machinery
Company, it was decided that United’s
long line of superior shoe machines and
low leasing rates illegally excluded
higher cost rivals. Now if that is the
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theory of antitrust under which Judge
Bork is operating, Senator HATCH is op-
erating and the Department of Justice
is operating, let them say so. Let them
say that they don't want innovation,
that they don't like the new develop-
ments, and that they do not want ad-
vancing technology.

But, Mr. President, the whole fight in
this case is over whether or not we are
going to permit the next generation of
operating systems to go to market. It
is that that is at issue, and only that.

Finally, Mr. President, in this con-
nection, Senator HATCH ended his re-
marks with a line from the Rolling
Stones. In the interests of fairness and
impartiality, I think that we ought to
try another one. When I hear Senator
HATCH defending Janet Reno and law-
vers of the Justice Department I figure
he has been listening to “*Sympathy for
the Devil’’ a little too much lately.
There is another Rolling Stones song
that describes what Microsoft does for
it's customers: a little hit called **Sat-
isfaction.”” Microsoft has been satis-
fying their customers for 20 years and
that’s what they ought to continue to
do. To the Senator from Utah and ev-
eryone at the Justice Department who
wants to stand between Microsoft and
its customers, all I can say is, fellas,
‘‘you can’t always get what you want.”

INTERNAL REVENUE SERVICE RE-
STRUCTURING AND REFORM ACT
OF 1998

The Senate continued with consider-
ation of the bill.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the debate on H.R.
2676 continue for debate purposes only
until 4:30.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. I suggest the absence of a
quorum.

The PRESIDING OFFICER (Mr. GOR-
TON). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, I ask unanimous consent that the
order for the guorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, I am a member of the Senate Fi-
nance Committee, so it gives me spe-
cial joy that we have at last turned the
Senate’s full attention to revamping
the Internal Revenue Service.

Should we have acted earlier? Of
course, we should have. The House
overwhelmingly passed its version of
this bill months ago by a vote of 426 to
4, and so the reason that we have de-
layed. frankly, is inexplicable given
this bill enjoys such broad-based sup-
port in both Chambers of the Congress.

The Finance Committee unanimously
reported this bill out for action in
March, and so I am no less encouraged,
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however, that we are only this week
acting on the bill. As you know, we had
a subsequent set of hearings which
spoke to and gave voice to additional
problems with the Internal Revenue
Service, and that had something to do
with the delay. 1 think the American
people would have liked to have seen us
pass the legislation before the tax fil-
ing date in April. Nonetheless, we are
here today in May to pass this bill, and
I am hopeful that we will do so.

Also, I am very pleased by the way
that we have in the interim, since the
beginning of these hearings and inves-
tigations, put in place a Commissioner
of the Internal Revenue Service who
has demonstrated his willingness to
act. I am thankful, also, that in the ad-
ditional hearings that we had in the Fi-
nance Committee, any additional infor-
mation that came out will provide that
Commissioner with the information he
will need to take immediate action to,
one, uncover abuses, two, rectify them,
and three, to protect those good em-
ployees in the IRS who have been try-
ing to help with the reform of that
agency.

Over the last 8 months, I, along with
a number of my colleagues on the Fi-
nance Committee, have heard horror
story after horror story about the
abuses inflicted on taxpayers by
unsupportable activity within the IRS.
We were all outraged by the stories of
armed raids on innocent taxpayers'
property, unauthorized and unneces-
sary audits of working-class families,
and excessive fees and penalties
charged to taxpayers who are just try-
ing to pay their tax bills on time and
in a responsible manner. The tales told
at those hearings were appalling, but,
frankly, they were nothing new to the
American taxpayers who know too well
what can happen when an agency with
the powers of the Internal Revenue
Service goes out of control.

Unfortunately, these stories were not
the first that we had heard about these
abuses. In fact, if anything, the Con-
gress was called upon to act precisely
because of the taxpayers and citizens
who were raising the point with all of
us as elected officials and demanding
action from us. So. finally, we now
have an opportunity to respond to
them. The calls that we had in my
State of Illinois were from Illinoisans
who had been verbally abused or har-
‘assed by auditors, people who had
grown frustrated with not being able to
get a simple answer to a simple ques-
tion, or a nice answer to a simple ques-
tion. All of those things, I think, reach
critical mass. And finally the Congress
is going to act on this matter. I think
it is not a moment too soon. We all
have a responsibility and a duty to cor-
rect the abuses and an obligation to
put the *‘service’’ back into the Inter-
nal Revenue Service.

I would like to point out that it has
been some 40 years in the making since
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Congress has considered significant re-
forms to the IRS. With this bill we
therefore have a historic opportunity
to overhaul this agency and to trans-
form it into an efficient, modern, and
responsive agency that is focused on
doing its job and not abusing the
American people. The IRS interacts
with more citizens than any other Gov-
ernment agency, or, frankly, any other
private sector business. It collects fully
95 percent of the revenue which is need-
ed to fund the national Government. It
is, therefore, unfortunate that it has
become one of the most feared and
most hated agencies in the country.

But the blame, frankly, does not lie
solely with the IRS. My mother used to
have an expression: *When you point
one finger, you have three fingers
pointing back to yourself.” 1 think,
frankly, that Congress bears a signifi-
cant amount of the blame for not exer-
cising its appropriate and responsible
role in oversight of the agency, but
also for creating the chaotic tax collec-
tion system that we now have. I think,
indeed, Congress bears the greatest
blame for creating a Tax Code that is
burdensome and is so complicated that
the transaction costs to ordinary citi-
zens are very often overwhelming. Peo-
ple who should otherwise be able to file
a simple tax return find themselves
frightened into going and paying tax
preparers simply because the Code is so
complex that they are afraid they can't
make their way around it.

In addition to the awful state of af-
fairs at the IRS, our tax system has
also presented a series of tax loopholes
for dishonest citizens. You have the
worst of both possible worlds. You have
on the one hand complications that
honest citizens have a hard time find-
ing their way around, and loopholes
that dishonest citizens find too readily.

Last week, it was announced that a
“tax gap'’ existed, which is the amount
of nonpaid taxes that people avoid by
taking advantage of the loopholes or
the complications in the Code. That
tax gap amounts to some $195 billion a
yvear. In other words, honest citizens
pay $1,600 a year per year forever in the
taxes they pay because of tax avoid-
ance. While our hearings did not go far
enough in talking about this issue of
tax compliance, it certainly, I think,
heads in the right direction if we can
restore some sense of fairness, and if
we can restore some sense of con-
fidence with the American people in
the operation of this agency.

Mr. President, additionally I hope
that after we have passed this bill we
will also begin to address the issue of
tax complication. Just last month,
some 120 million Americans sent out
some form of tax return to the IRS. Of
these taxpayers more than 40 percent
of them filed either the short tax form
known as the 1040EZ or the 1040 long
form. These two forms—one of which is
only one page long—are designed to be
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simple and easy to complete. But each
year, again, millions of Americans paid
millions of dollars to tax preparers to
fill out these forms because they are
afraid of making a mistake and facing
the wrath of an IRS, which, frankly, is
not known to be very user friendly. I
hope that we will address the issue of
tax compliance or tax simplification as
we address the issue of reform of the
agency, because while these two things
are related they are not the same
thing, and I think it would be a huge
mistake to think that with the passage
of this legislation we would have cured
the underlying problem with the com-
plexity and with the confusion that the
Tax Code itself causes.

Unfortunately, we frankly have been
moving in the wrong direction in re-
gard to tax simplification or getting
rid of the complexities. For example, in
last year's Balanced Budget Act, which
was, of course, hailed as providing sig-
nificant tax relief to the American peo-
ple, the Balanced Budget Act added
over 1 million new words and 315 new
pages to the Internal Revenue Code.
The capital gains computation form
alone grew from 19 lines to 54 lines. So
anybody who filled out their tax forms
in April knows how much more dif-
ficult we have made the Code by trying
to tinker and trying to give tax relief
here and tax relief there.

The result is tax complexity that is,
frankly, overwhelming. The average
taxpayer will spend some 9 hours and
54 minutes preparing just the 1040 form
for the tax year 1997. The total burden
on all taxpayers for maintaining
records, preparing and filing their tax
returns, is estimated to be in excess of
1.6 million hours this year. That is
kind of a funny number and incompre-
hensible. But when you consider how
many people have to put in that kind
of time, it really is a staggering use of
energy and time by the American peo-
ple that, frankly, could be put to better
use if we had a more simple and fair
Tax Code.

1 believe, frankly, the system we
have now is outrageous. Having the ad-
ditional headache of figuring out the
complex forms dealing with rude and
cranky workers at the IRS and pos-
sibly facing audit is really over-
whelming. That is what has led to this
day and brought us to the point of re-
forming and changing the system.

Mr. President, 1 think we took the
first step toward positive change last
October when the President nominated
and we confirmed Mr. Rossotti to over-
see the IRS. Commissioner Rossotti
has already begun the process towards
changing the way business is done over
there. During his short tenure he has
already been guick to respond to prob-
lems that are identified. He has proved
that he is not afraid to make the hard
calls at the IRS. Since his appointment
in late October, Commissioner Rossotti
has made several major administrative
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changes that will help taxpayers break
through some of the red tape at the
IRS.

In December, Commissioner Rossotti
announced the establishment of in-
terim procedures requiring higher level
management approval of seizures of
property for nonpayment of Federal
taxes. The issue of seizures was really
one of the high points of the abuses
that we heard because they are so dra-
matic and so obvious. In January,
Commissioner Rossotti announced
broad-sweeping changes designed to
modernize the Service. This ‘‘mod-
ernization” was tailored to emphasize
customer service as well as production
within the agency. Then, in February
Commissioner Rossotti announced in-
ternal changes to address the innocent
spouse problem, and just this past
month he announced the appointment
of William Webster to head the IRS’ re-
view of the Criminal Investigations Di-
vision. I think we should all applaud
his willingness to implement some
meaningful changes and his interest in
moving forward quickly on an issue
which, frankly, has been very long in
the coming.

The solution does not lie solely in
mending the day-to-day administrative
operations of the IRS, however. Indeed,
this body shares a great responsibility
in ensuring that we are responsive to
the needs of taxpayers by passing laws
that will put the ‘‘service’ back in
International Revenue Service. I be-
lieve that this bill is a major step in
that direction.

In addition to giving Commissioner
Rossotti the additional statutory au-
thority he needs to continue restruc-
turing the management of the agency,
this bill also contains several adminis-
trative changes. A new oversight board
is established that will have the re-
sponsibility of reviewing and approving
the operational functions of the IRS
and reviewing the practices and proce-
dures of the IRS. The IRS is given
greater flexibility in hiring and firing
IRS employees, and electronic filers
are encouraged to continue filing elec-
tronically by removing barriers.

This legislation, however, also pro-
vides taxpayers with a plethora of ex-
panded rights and protections, includ-
ing provisions that will allow tax-
payers to enjoy expanded ability to sue
the IRS when the IRS blatantly and in-
tentionally disregards the law; a provi-
sion that will give the Secretary of the
Treasury the authority to provide up
to $3 million annually in matching
grants to low-income taxpayer clinics;
and a provision that will eliminate the
penalty for failure to pay taxes when a
taxpayer is paying those taxes under
an installment agreement. The rules
for computation of interest have been
simplifies. For those taxpayers who are
audited, the bill will include proce-
dures to insure that due process is af-
forded prior to the seizure of any prop-
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erty and it will require that the IRS
set up a process so that any lien, levy,
or seizure will have to be approved by
a supervisor. Taxpayers would also be
given greater access to installment
payment agreements with the IRS,
greater access to information about
the appeals and collections process,
and greater access to statements re-
garding the payments and balance
owed in installment agreements.

In addition, several of provisions that
I helped craft, and that I believe will
give taxpayers further protection, have
also been included in this partisan leg-
islation. For example, taxpayers who
successfully defend themselves in dis-
putes with the IRS will receive in-
creased reimbursements for legal fees
and other expenses incurred. In our
hearings we heard from several attor-
neys who believes that the IRS should
pay more reasonable damages when the
IRS erroneously pursues an innocent
taxpayer. I believe it is only fair that
we not leave the taxpayer holding the
bill when the IRS audits them unfairly.

Finally, this legislation will also give
greater protection to other individuals
who are often overlooked by the tax
law. For example, new protections for
innocent spouses are included in the
bill. The change would make couples
who file joint returns liable only for
taxes based on the income of the hus-
band or wife instead of the total liabil-
ity for all of the couple’s taxes.

There are several other provisions
that I believe will also serve useful to
many taxpayers. Among them is a so
called technical correction that will
ensure that more farmers are eligible
for the inheritance tax relief that was
approved last year by Congress and a
provision that would protect computer
software writers from having their
*source code’’ information arbitrarily
accessed by the IRS. I support the
amendment, it is unfortunate that the
unintended consequences of complex-
ities we've recently added to the Tax
Code come to be remedied by such
technical corrections.

All of these changes are needed to
amend the current operation of the
IRS, but there is still much more to do
to address the desperate condition of
our tax system as a whole. This bill
presents a vital first step in that proc-
ess.

In closing, I would like to by com-
mending Senators ROTH and MOYNIHAN
on their leadership in the Senate Fi-
nance Committee on this bill. I would
also like to the Kerry Commission for
finally getting us to this point.

I would have preferred to have com-
pleted fundamental reform of the IRS
prior to the April 15th deadline that
140,000,000 taxpayers have to meet, but
as the saying goes, “‘better late than
never.” I remain encouraged that fun-
damental reform of our tax system as a
whole is around the corner, and I look
forward to completing action on this
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bill. I urge my colleagues to join me in
supporting this legislation, and in
doing so beginning the process of re-
forming our tax system in a manner
that is fair and efficient for all Ameri-
cans.

1 commend the commission, the
Kerrey commission. Senator KERREY is
on the floor. I want to commend him
for his work in this regard. He has done
a great deal to bring us this far. I want
to commend the chairman of the Fi-
nance Committee, Senator ROTH, for
his work in giving us a bipartisan bill.
I want to register my strong support
for this initiative. I think this bill
shows Congress at its best, when we are
functioning in the oversight capacity
over these agencies that I think the
Founding Fathers intended us to do.
This oversight is so vitally important
to restore confidence not just in the In-
ternal Revenue Service but in our Gov-
ernment as a whole.

I thank the Chair, and I yield the
floor.

——————

WORKFORCE INVESTMENT
PARTNERSHIP ACT OF 1997

The PRESIDING OFFICER. Under
the previous order, the Senate will now
proceed to the consideration of H.R.
1385, which the clerk will report.

The legislative clerk read as follows:

A bill (H.R. 1385) to consolidate, coordi-
nate, and improve employment, training, 1it-
eracy, and vocational rehabilitation pro-
grams in the United States, and for other
purposes.

The Senate resumed consideration of
the bill.

The PRESIDING OFFICER. Under
the previous order, there will now be 60
minutes of debate equally divided in
the usual form for closing remarks
prior to final passage.

Mr. JEFFORDS. Mr. President, first
I yield to the Senator from Minnesota
for a unanimous consent request.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

PRIVILEGE OF THE FLOOR

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that Jana
O’Leary, who is an intern in my office,
be allowed to be in the Chamber for the
duration of this debate.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WELLSTONE. I thank the Chair.

Mr. JEFFORDS. Mr. President, the
Senate is resuming consideration of
the Workforce Investment Partnership
Act, S. 1186. This legislation incor-
porates job training, vocational edu-
cation, and adult education.

Last Friday, the Senate began debate
on S. 1186. Amendments by Senators
DEWINE, DOMENICI, LAUTENBERG, and
ASHCROFT were adopted and made a
part of this substitute. We have only
today to have the final vote on the leg-
islation, and we have 1 hour equally di-
vided for that purpose.
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The legislation before this body
today is one of the most important pro-
posals we will consider this year. S.
1186 proposes a streamlined, practical,
business-oriented approach to job
training which empowers States with
the ability to transform the current
patchwork of programs into a com-
prehensive system. The purpose of this
bill is to better coordinate and to con-
solidate in certain circumstances 90
federally funded programs and promote
joint partnerships between education
leaders in the business community in
developing a workforce development
system that is first rate.

Perhaps the best illustration of why
we need to revamp our workforce sys-
tem can be clearly seen on a weekly
basis in the want-ad sections of the
newspapers throughout the Nation.
There are presently 190,000 unfilled po-
sitions in the technology field. The rea-
son for the difficulty in filling these
positions is not because of low unem-
ployment numbers but because of the
lack of skilled workers. Many of these
jobs do not require 4 years plus post-
secondary education. In fact, if we had
the proper high school vocational edu-
cation system, these could be filled by
students graduating from high school.
They require an excellent vocational
education system and the ability to
pursue technical education following
high school graduation or receive this
education as high school students.

One of the most fascinating facts to
come out of the Senate Labor Commit-
tee's hearings on the workforce is that
Malaysia has replicated our tech-prep
model. In other words, we have pres-
ently a model system with a few
schools using it which, if duplicated
throughout this country, could provide
us with what we need today. The un-
usual thing is that in this country it
takes us a long time to replicate any-
thing through our school systems. Ma-
laysia came over here, studied our
Tech-Prep Program, and went back to
Malaysia and implemented it over-
night—again, moving them into a posi-
tion to improve their competitiveness
and perhaps exceed our own competi-
tiveness.

That is the kind of challenge we have
now had delivered to us by our com-
petitors in the international markets.
It is up to us to take the steps nec-
essary to ensure that we can meet the
international competition which we
are facing and not have 190,000 jobs out
there begging because we cannot pro-
vide the skilled workforce.

Fifteen years ago, ‘A Nation At
Risk™ was published and warned us
about this problem. This report posed
the guestion as to whether the United
States would have an adequately
trained workforce to meet the global
challenges of the 21st century. Fifteen
years later, here is what we have. Ac-
cording to the latest census informa-
tion, 22 percent of the population in
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the United States aged 256 and over
have completed less than 12 years of
schooling. These are the kinds of prob-
lems with which we are faced. A most
recent national adult literacy survey
indicated that 44 million adults have
literacy difficulty. This means that
over 20 percent of adults in this coun-
try have trouble using reading, writ-
ing, and computation skills to say
nothing of qualifying for jobs that are
available, for which we should have the
workforce. The same is true in my
State of Vermont. All States have this
very serious problem.

With the statistics I just mentioned,
the United States is still the most pro-
ductive country in the world, but we
are losing our edge to other industri-
alized nations such as Japan and Ger-
many as well as other rapidly devel-
oping countries such as Taiwan, Korea,
and China. Recent international exams
have demonstrated that notwith-
standing this warning we had 15 years
ago, we have not made significant
headway in being able to meet the
challenge of that competition and to
provide the workforce for those 190,000
jobs that are going begging right now.

Over the past 25 years, the standard
of living for those Americans without a
4-year postsecondary degree has
plunged. In the next decade, we are in
danger of being surpassed as the
world’s foremost economic power if we
do not begin to redefine our priorities
at the national, State, and local levels.

This is an excellent bill, Mr. Presi-
dent. Senator DEWINE, my good friend
from Ohio, who was in charge of the
subcommittee that developed this bill,
along with Senator WELLSTONE, has
produced a wonderful bill. It is going to
do a great deal to bring us forward as
we face the problems of the Nation and
the problems of our national competi-
tiveness.

Mr. President, at this point I will be
happy to yield the floor. Senator
WELLSTONE, I believe, desires to be
heard.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President, 1
yield 5 minutes to my colleague, Sen-
ator KERREY, from Nebraska.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. KERREY. 1 thank the Senator
from Minnesota.

Mr. President, I rise in support of S.
1186, the Workforce Investment Part-
nership Act. This is an initiative that I
have bheen involved with since my days
as Governor of Nebraska from 1983 to
1987, and it is something I am proud to
see come to fruition in the Senate.

All of us understand that in today's
global economy, this kind of legisla-
tion represents an important step in
helping individual Americans achieve
their shot at the American dream.

One of the most satisfying efforts for
me is to help, as a public official, some
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individual acquire the skills they need
to earn a good wage so that they can
support themselves and their families.
Investments such as vocational edu-
cation, job training, and adult edu-
cation play a major role in this effort.
But in order to be more effective, these
programs need to be streamlined and
coordinated in such a way that they
work together to provide individuals
the information and resources they
need to be successful in a job market
that demands an increasingly higher
skill level.

In 1994, along with Senator Nancy
Kassebaum of Kansas, [ introduced leg-
islation to consolidate 91 job training
programs into a single authorization
called the Workforce Development Act.
The bill also sought to reconnect job
training, training-related education,
and actual jobs. It also provided States
greater flexibility in designing job
training systems.

Mr. President, I take great pleasure
and am pleased that these concepts
represented in this legislation are also
incorporated into S. 1186. S. 1186 also
encourages statewide partnerships con-
sisting of the business community, the
education community, the Governor,
and local and State elected officials. A
key responsibility in this partnership
is the development of a State plan. The
legislation also encourages one-stop
customer service centers which will
provide a central point of entry to job
training programs.

In the last few years in my State of
Nebraska, Congress has increased its
commitment to preparing individuals
for the workforce. We have seen in our
State an increase in Federal funding
for job training of approximately $1.5
million since 1996; for vocational edu-
cation, we have seen an increase of
about $700,000; and for adult education,
about $460,000.

Mr. President, I would like to call
this to the attention of my colleagues.
I suspect, if they are like me, some-
times these program names get con-
fusing, and I wonder whether or not
they have any impact.

In Nebraska, the $6.276 million allo-
cation of Federal job training funds in
1997 provided 4,000 of my citizens with
the skills they need to become more
productive and to earn a higher living
and satisfy the market demand, as the
Senator from Vermont identified.
There are many jobs out there that are
unfilled simply because we cannot find
people with skills. Mr. President, 4,000
of those jobs were filled; 4,000 of those
people are happier.

In addition, vocational and applied
technology education grants assisted
70,000 secondary students and 47,800
post-secondary students who now have
higher skills, a technical education
they otherwise would not have had.
They are going to get a shot at the
American dream. They are going to be
happier. They are going to be
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healthier. As I said, there are very few
things that are more gratifying than
having an individual say to you,
“Thank you for helping me get a shot
at the American dream,” and 17,340
adults in a single year were assisted in
my State as a consequence of the $1.7
million in addition education.

This is an investment with an excel-
lent return. The legislation will not
only help more individuals achieve the
American dream but will also help our
Nation become the best educated, most
productive country in the world as we
enter the 21st century. The Workforce
Investment Partnership Act represents
a good bipartisan effort to increase op-
portunities for American citizens. I
look forward to seeing it move through
Congress, and I congratulate and thank
sincerely the distinguished chairman
of the committee, Senator JEFFORDS of
Vermont, and the ranking Democrat on
the subcommittee, Senator WELL-
STONE, as well as the chairman of the
subcommittee, Senator DEWINE. On be-
half of the tens of thousands of Nebras-
kans who will receive the benefits of
this program, I thank you.

Mr. WELLSTONE addressed
Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President, I
ask if, after 10 minutes, I might be so
notified?

The PRESIDING OFFICER. The Sen-
ator will be notified.

Mr. WELLSTONE. Mr. President,
first of all, let me thank Chairman
JEFFORDS for his leadership. He had a
lot to do with this piece of legislation.
We did a lot of work on the Sub-
committee on Employment and Train-
ing, but Senator JEFFORDS and Senator
KENNEDY were absolutely critical to
bringing this piece of legislation fi-
nally to the floor and keeping all of us
together. Senator DEWINE—it was real-
ly a labor of love working with him. He
has just put all of himself into this
piece of legislation. He has done a
great job.

1 would also like to thank a couple of
other people: On Senator KENNEDY'S
staff, Jeff Teitz, who is out on the floor
with me today, for his work, and Brian
Ahlberg who works with me and has
put hundreds of hours into this, as have
a number of other very talented people.

I am not going to go into all of the
specific provisions. 1 really want to
take some time to thank some people
who helped out. But let me just say, S.
1186, the Workforce Investment Part-
nership Act, is an important piece of
legislation. The President correctly ob-
served that the bill is “essential to
widening the circle of opportunity for
more Americans and keeping our econ-
omy growing steady and strong.”

My concern all along has been that
over the past couple of years there has
been some discussion about cutting
funding for job training programs.

the
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That would be the worst thing in the
world for us to do. I think what we
have now done, in a bipartisan way, is
we brought people together around to
job training that really takes root at
the community level. We are talking
about a program that is more stream-
lined. We decentralize it. There are ac-
countable job performance measures,
a8 there should be. The Governors have
a key role to play, but they are in part-
nership with local communities. And at
local levels of government, whether
they be county or city, you have key
decisionmakers as well.

The private sector is an essential
part of this, as should be the case, be-
cause a lot of these jobs that will be
created will be in the private sector.
We are talking about, you know, that
goal that I think is the most important
goal for most families in our country,
which is to earn a decent living and to
be able to raise your children success-
fully. This is all about doing that.

In addition, we have kept separate
funding for adults and youth and dis-
located workers. We don't have a
straight block grant program; we keep
our priorities at the national level. I
think we should do that.

The out-of-school youth initiative is
extremely important, targeting funds
to youth in high-poverty areas, both
urban and rural. Please colleagues—
and I don't think too many colleagues
make this mistake, but quite often
when we talk about “youth™ or “lack
of jobs' or *‘young people dropping out
of schools” or “‘inadequate housing™ or
“inadequate education’ or *“‘affordable
child care” or “affordable health care,”
we think about these issues as urban
issues. These issues are every bit as im-
portant to rural America. The prob-
lems are more hidden but they are no
less real. The nice thing about the out-
of-school initiative is that it is already
paid for. Congress has already provided
$250 million in an advance appropria-
tion.

I want to take special note of the
contribution of Hennepin County Com-
missioner Peter McLaughlin, who tes-
tified at one of our subcommittee hear-
ings.

I want to also take note of our im-
portant national job training programs
that we have renewed. The Job Corps
Program, we have the Hubert H. Hum-
phrey Job Corps Center in Saint Paul,
which is one of the best performing
centers in the country. Last year, we
had Ralph DiBattista and Dave
McKenzie, the current director—Ralph
was a former director—at a hearing on
youth training. They were joined by
Susan Lees, who is an impressive
young trainee at the center, on her way
to becoming an auto technician at the
Ford dealership.

The bill also renews current Native
American programs and migrant and
seasonal farm worker programs.

And finally the veterans program—I
want to say to the veterans commu-
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nity, we heard from you loud and clear.
You wanted to have a separate focus on
veterans programs, a separate funding
stream. We have some additional provi-
sions by way of eligibility to make sure
that gulf war veterans, some of whom
are really struggling, will be well
served; as well as homeless veterans.

We have also built into this bill the
continuation of Concentrated Employ-
ment Programs, rural CEPs. That is to
say, in rural areas where there is high
concentration of unemployment and
poverty, we have a special focus to
make sure the job training is out there.

I think—and many colleagues have
worked on this but I get to say it on
the floor of the Senate, with some
pride—this is a very Minnesota-like
program. The one-stop centers, we have
been doing that in our State. The idea
of decentralization, of trying to build
good partnerships between the Gov-
ernor and the local community, trying
to build good partnerships between the
public and private sector with a focus
on good job training, good skills devel-
opment, and job opportunities for peo-
ple. Job opportunities for people—I
can’'t really think of anything more
important for us to be focusing our at-
tention on.

So, I want to make it very clear that
I am very, very proud of this piece of
legislation. 1 thank my colleagues
again—Senator DEWINE, Senator JEF-
FORDS, and Senator KENNEDY as well.

Mr. President, how much time do I
have left?

The PRESIDING OFFICER. There
are 18 minutes remaining to the Sen-
ator from Minnesota, 23 minutes to the
Senator from Vermont,

Mr. WELLSTONE. Mr. President, I
don’t see other Senators on the floor
right now. I might just highlight some
amendments to this piece of legisla-
tion, to make maximum use of time.

There are five amendments to the
bill which we have agreed to accept.
The first is one by Mr. DEWINE. It is
the vocational rehabilitation bill. It is
extremely important. I think what
Senator DEWINE has done is basically
provided a set of improvements to this
piece of legislation. It is an amend-
ment that I strongly support.

There is an amendment by Senator
LAUTENBERG which gives units of local
government which are currently serv-
ice delivery areas under the Job Train-
ing Partnership Act, and which have a
population of 200,000 or more, an auto-
matic right to appeal to the Secretary
of Labor a decision by a Governor not
to continue that area as an SDA. That
also is an amendment which I support.

There are two other amendments by
Senator ASHCROFT which I will my col-
league, the chairman, Senator JEF-
FORDS, to speak to if he chooses.

Mr. JEFFORDS. On my time, I will.

Mr. WELLSTONE. I won't use any-
more time. I yield the floor.

The PRESIDING OFFICER. Who
yields time?
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Mr. JEFFORDS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Vermont.

Mr. JEFFORDS. Mr. President, I
yvield myself such time as I may con-
sume.

Mr. President, let me just make a few
more comments. I believe Senator
DEWINE will be here shortly. As was
pointed out, there are three bills which
are combined in this bill, and I want to
talk a little bit about vocational reha-
bilitation.

It is extremely important that as we
move forward, we do more and more for
our disabled community to give them
every possible opportunity to compete
for jobs and to demonstrate their ca-
pacity to help our Nation's workforce.
We place these programs together, al-
though we maintain separate streams
of funding to ensure that each of these
programs in adult education, voca-
tional education, job training, and vo-
cational rehabilitation will not feel at
all threatened that money will be
taken from them.

It is important at the same time that
we recognize the great capacity of peo-
ple with disabilities to come into the
workforce if they are given the oppor-
tunity. By placing them in the same
bill, it is important to demonstrate
that they are ready and willing to take
advantage of the opportunities in the
workforce in many places which they
have been denied.

Also, as I mentioned earlier in my
statement, the problems we have with
the adult workforce is literacy, to a
large extent. As the demands become
higher and greater on our workforce,
we are recognizing that we need more
people to move into the workforce to
take the jobs that are available. Thus,
it is incredibly important that we co-
ordinate adult education along with
vocational education.

That is the purpose of this bill, to get
everybody to work together to improve
the workforce of this Nation to meet
the competition of nations overseas.
While I am pleased with the progress
we have made, I believe that we have
moved forward on this bill to do every-
thing possible we can to make our-
selves more competitive.

I will now talk a little bit about a re-
port released by the National Center
for Research and Vocational Education
which gave a good overview of training
in European nations. I think it is im-
portant that my colleagues understand
the kind of competition we are getting
in Europe, and I will say the same is
true and maybe even more so in Asia.

This report highlights the impor-
tance of a cohesive partnership be-
tween educators and employers. Em-
ployers in Europe are active partici-
pants in the governance of work-re-
lated education and training in Aus-
tralia, Great Britain, France and Ger-
many.

Another significant finding of the re-
port is that European nations, such as
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the Netherlands and Denmark, are at-
tempting to develop a technical edu-
cation system which can survive as ei-
ther a bridge to additional vocational
training or pursuing college-level
courses.

Although we are not Europe, we are
beginning to make some progress. With
the passage of S. 1186, that progress
will only continue to grow.

I am also hopeful that passage of the
Workforce Investment Partnership Act
will eliminate many of the misconcep-
tions that exist regarding wvocational
education, adult education and train-
ing. Some perceive vocational edu-
cation as a second-rate education for
students who cannot otherwise succeed
in the so-called traditional academic
path. Nothing—and I say nothing—
could be further from the truth. In
fact, the opposite in many cases is the
situation now.

Vocational education courses hold
appeal for all students. In my home
State of Vermont, over 4,500 students
participate in vocational education
courses of which 12 percent are adults.
A strong technical education system is
the best kind of training. As has been
pointed out, as we move forward in our
lives, the need for vocational education
or skills training is going to increase.
We are going to change jobs five, six,
seven times during our lives as we
move into the next century, and we are
going to need training continuously.

The same is true now with our soci-
ety. However, we just do not have the
appropriate training available. We need
to coordinate, we need to get together
and figure out how we can provide the
skills that are necessary.

If employment and training programs
are to succeed, a simple, integrated
workforce development system must be
established that gives States, local
communities, employers and students
both the assistance and the incentives
to participate in our global economy.
S. 1186 is a good step in responding to
this need. I urge my colleagues to sup-
port the passage of the Workforce In-
vestment Partnership Act.

Before turning to others who may
want to speak on this legislation, 1
again thank my colleagues and co-
authors of the bill, in particular Sen-

ators KENNEDY, DEWINE and
WELLSTONE. In particular, I thank the
Employment and Training Sub-

committee chaired by Senator DEWINE,
who has done an outstanding job in
putting together this bill. Senator
WELLSTONE, the Employment and
Training Subcommittee ranking mem-
ber, has also done a tremendous job in
drafting key provisions of this bill.
Senator KENNEDY and I have been
working for many years on this effort,
and we are pleased to have Senators
DEWINE and WELLSTONE as our part-
ners.

I also thank the staff of Senators
WELLSTONE, KENNEDY and DEWINE, and
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the staff of the Congressional Research
Service and legislative counsel have
worked tirelessly on this bill.

In addition, I also thank the adminis-
tration for their hard work. The busi-
ness community led by the National
Alliance for Business, the Chamber of
Commerce, the National Association of
Manufacturers are also to be com-
mended for their efforts and for their
support.

I express my appreciation to the
Chief State School Officers and other
educational organizations who offered
constructive comments during the
drafting of S. 1186.

Most of all, I thank my home State
of Vermont for serving as an inspira-
tion for this legislation. Almost 1 year
ago, I held a hearing in Vermont on
workforce development. Over 100
Vermonters attended and offered var-
ious perspectives which have been in-
corporated in this bill.

Also, 1 thank the State of Mis-
sissippi. 1 went down to the State of
Mississippi and found that they had
one of the most innovative vocational
education systems that I have had the
chance to observe. They are dedicated
there and doing a fine job.

In fact, I noted that their unemploy-
ment rate was going down, even though
they were losing hundreds of jobs to
Mexico. Why? Because of the business
community seeing the state of their
vocational training and their ability to
train for the skills necessary for the
jobs that are locating in Mississippi.
Thus, they are losing low-wage jobs
and replacing them with high-wage
jobs. We have, therefore, taken a close
look at the Mississippi system and
have made sure our bill models their
initiative. So I commend those in other
States and certainly my own State of
Vermont which I mentioned, who have
tried to make efforts but they have
been hindered to a certain extent by
the problems with our present system,
the inability to coordinate.

This bill is designed to try and pro-
vide that coordination, to ensure that
all of this country can move now to
make sure that we are ready for the fu-
ture. We established the goals to make
sure by the next century we would have
moved past our educational difficulties
to the greatest extent possible, to
make sure that our young people would
be ready to enter the workforce, to
make sure we provided them the skills
not after high school but in high
school, as well as to make sure this Na-
tion would be competitive in the year
ahead.

1 yield to my good friend, Senator
DEWINE, who deserves maximum credit
from our side for his productive work
in giving us a bill today which we can
be proud of, which we can vote for with
great confidence. We will improve this
Nation's workforce.

I yield to Senator DEWINE.

Mr. DEWINE. Mr. President, I thank
Chairman JEFFORDS for the work he
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has done on this bill. It is a real bipar-
tisan bill, as we have pointed out many
times on this floor; Senator
WELLSTONE, Senator KENNEDY, Senator
JEFFORDS, myself. It is a bill that will
truly change the status quo, a bill that
will really make a difference.

We will be voting on this bill in
about half an hour. This legislation, S.
1186, will fundamentally reform our Na-
tion’s currently fragmented, duplica-
tive and many times ineffective job
training programs. 1 believe this bill
will transform them into a coordi-
nated, accountable, and flexible work-
force investment system.

Before the Senate votes, I want to
spend a few minutes discussing the rea-
sons why the Workforce Investment
Partnership Act does enjoy such bipar-
tisan support. One of the most historic,
if not the most historic accomplish-
ments of the 105th Congress was the
legislation that revolutionized the
American welfare system. In passing a
bill to end welfare as we knew it, we
were empowering the States and local
communities to seek a better way to
make work, not welfare, the way of life
for millions of disadvantaged Ameri-
cans.

The bill we are considering this
evening, S. 1186, is a very important ex-
tension of that basic welfare reform,
continuing the devolution of Federal
power to where it rightfully belongs—
States, localities—and most impor-
tantly, the individuals who are volun-
tarily seeking training assistance.

This bill, S. 1186, recognizes the lead-
ership of States and localities which
have show innovation and initiative
over the last few years, even in the
midst of many times onerous Federal
barriers and obstacles. By eradicating
outdated rules and regulations, we can
remove the barriers that have stymied
people in the past. We can empower
States and local communities by giv-
ing them the tools, the tools and the
flexibility that they need to implement
real reform, reform that will allow
them to provide truly comprehensive
training services.

This bill, S. 1186, also promotes free
market competition. The Workforce
Investment Partnership Act estab-
lishes an effective and accountable
workforce development system, ensur-
ing that training leads to meaningful,
long-term employment.

Under this bill, training services will
be held accountable to high standards.
This means they will have to prove
training leads ultimately to meaning-
ful, unsubsidized employment, showing
how many people were placed, at what
cost, and how many people remained
employed 6 months, a year or 18
months later. That is true account-
ability. That is the true measure of
whether job training works or does not
work. Does the person have a job 6
months or 12 months later, and what
kind of a job is it.
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5. 1186 also has bipartisan support be-
cause it eliminates government bu-
reaucracy and promotes personal re-
sponsibility. The Workforce Invest-
ment Partnership Act would provide
training assistance through individual
training accounts or vouchers in order
to allow the individual seeking assist-
ance to have a say themselves about
where, how and what training they will
receive. These programs should be tai-
lored to individual needs, not to Wash-
ington bureaucrats and what Wash-
ington bureaucrats think is best.

This bill provides program coordina-
tion and simplification. The Workforce
Investment Partnership Act incor-
porates nearly 70 categorical programs,
eliminating numerous Federal require-
ments and mandatory set-asides. This
bill authorizes and expands a modified
work-flex program which allows States
to approve requests for waivers of Fed-
eral statutory and regulatory require-
ments submitted by their local com-
munities. The bill provides States with
the option to submit a unified plan or
a single-State plan for the numerous
programs incorporated into the legisla-
tion.

Further, this bill removes income eli-
gibility requirements. States will be
allowed to provide all adults who vol-
untarily seek assistance the com-
prehensive services available through
the one-stop customer service system—
services such as job search, placement
assistance, skill assessment, and case
ma.nagement..

Just like welfare reform, job training
reform depends on participation of the
business community, the local business
community. This bill not only allows
for business community involvement,
but business community leadership, as
well. The private sector must outline
its employment needs and assist in the
design of training programs so that in-
dividuals that receive training assist-
ance obtain long-term, meaningful em-
ployment.

To summarize, job training reform is
needed. It is needed because we can no
longer afford the Washington-knows-
best attitude that created the current
maze of training and related programs.
With a few notable exceptions, the evi-
dence on the one-size-fits-all approach
reveals far more failures than suc-
cesses. However, because of Congress’
inability to enact reform in the past,
States and localities have begun the
task of creating their own comprehen-
sive systems which meet the unique
needs of their States and local commu-
nities.

Frankly, they have been frustrated.
They have been frustrated by the Fed-
eral laws and regulations which pre-
vent them from developing more re-
sponsive and more effective workforce
investment systems. This bill, the
Workforce Investment Partnership act,
is designed to reform the Federal Gov-
ernment’s role in providing job train-
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ing assistance to Americans. For too
long, that role has been to foster confu-
sion, frustration, and complication.
With this bipartisan bill, we offer a
new foundation and a positive frame-
work for success. Instead of rules that
tie the hands of States and localities,
this bill provides the tools, the tools to
empower them to develop comprehen-
sive work force investment systems
that address the needs of job seekers
and employers alike.

This morning’s Cleveland Plain Deal-
er, in an editorial, I think, gets it ex-
actly right. “A Bill That Works. Con-
solidation could produce job-training
programs that do their own jobs bet-
ter.” **A Bill That Works."

This bill is a road map, a road map to
a better system. If we are to achieve
the goals we have set—stronger econ-
omy, a better trained workforce, true
and meaningful welfare reform—we
need to begin that journey today.

I want to thank all my colleagues
who have worked so hard to pass this
important bill. I also want to thank all
the concerned individuals and groups
who have offered their support, includ-
ing the National Alliance of Business,
City of New York, U.S. Chamber of
Commerce, the Council of Chief State
School Officers, Society for Human Re-
source Management, the National Con-
ference of State Legislatures, the
Cleveland Growth Association, the Na-
tional Association of Manufacturers,
the National Association of Private In-
dustry Councils, the National Associa-
tion of Counties, the American Voca-
tional Association and the National
Association of State Directors of Voca-
tional Education Consortium. All of
these groups have worked to put this
bill together. We have a comprehensive
bill that brings about the reform that
we all need.

In summary, we will be voting in a
little over 20 minutes on a bill that will
fundamentally reform job training in
this country. This reform is long over-
due. It is a reform that will bring about
more accountability. We will be able to
measure success and failure better. It
is a bill that will give more authority
to the local communities. It will be a
bill that will empower the recipients to
have more choices in regard to the job
training that fits their needs. And it
will work. It will work because we are
incorporating, as mnever before, the
local business community—not just in
the implementation of the plan, but
rather in the design of the plan. The
one thing that we have seen as we have
held hearings across this country, time
and time and time again, is how impor-
tant it is to include the local business
community because, ultimately, they
are the consumers, along with the peo-
ple who need the jobs and the people
who need the job training. They are all
the consumers. It doesn’'t do any good
to design a job training program and
train someone for a job and that job
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does not exist in the local community.
That is why the enclosure and inclu-
sion of the business community, mak-
ing them a part of this process from
the very beginning, is such an essential
part of this bill.

Let me again thank Chairman JEF-
FORDS for his work on the bill, along
with Senator KENNEDY, Senator
WELLSTONE, and the other members of
the committee. This bill was passed
out of our committee by a unanimous
vote. Several of my colleagues have al-
ready noted on the floor that this is a
committee that has a very wide diver-
gence of points of view. This com-
mittee has many members that have
opinions that many times do not al-
ways agree. But the fact that we were
able to pass this bill unanimously out
of the committee, I think, shows its bi-
partisan support and also shows that
the status quo was not acceptable, and
this bill makes a significant change
and improvement in that status quo.

I yield the floor.

PRE-VOCATIONAL TRAINING

Mr. SPECTER. Mr. President, I have
sought recognition to discuss the issue
of pre-vocational training in the con-
text of this legislation. In March, I in-
troduced S. 1709, the Job Preparation
and Retention Training Act of 1998,
which would have authorized a new
Labor Department program providing
grants to community-based organiza-
tions which would provide essential
pre-vocational training to individuals
who have not successfully entered the
workforce.

In my floor remarks on March 4 upon
introduction of S. 1709, I noted that one
such community-based organization,
Opportunities Industrialization Centers
of America, Inc., has found that the av-
erage hourly wage of trainees prior to
pre-vocational training was $3.70, but
after such training, these same partici-
pants started earning an average of
$8.00 an hour, with a placement rate of
85 percent into gainful employment.

After consultation with Chairman
JEFFORDS, 1 have decided not to offer
my bill as an amendment to the com-
prehensive job training bill before us,
based on assurances that in Con-
ference, he and Chairman DEWINE will
work with me to ensure that pre-voca-
tional training is more accessible to in-
dividuals who are not prepared to fully
benefit from the training and skills de-
velopment provided in S. 1186.

Mr. JEFFORDS. 1 thank my col-
league from Pennsylvania for his work
on job training and educational issues,
both in this context, and as Chairman
of the appropriations subcommittee
with jurisdiction over such programs. I
will endeavor to work with him on en-
hancing the issue of pre-vocational
training in conference with the House
and welcome his input on this critical
issue.

Mrs. MURRAY. Mr. President, I rise
today to speak about S. 1186—the
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Workforce Investment Partnership Act
and to applaud the Labor and Human
Resources Committee for the bipar-
tisan manner in which the legislation
was developed.

In the last Congress the opportunity
for reform of employment and training
programs was lost due to partisan bick-
ering and the insistence on a reform
structure which I believe jeopardized
the investment in skills training—and
in particular the investment in the re-
training of dislocated workers.

This bill builds on the success of the
dislocated worker program and adds
other elements which will improve the
program. These include establishing
One-Stop centers as the framework of
the new workforce development system
which will improve dislocated worker
access to quality information and serv-
ices, and the proposed skill grants—or
Individual Training Account system—
which will enable them to make in-
formed choices about training opportu-
nities with qualified vendors.

Despite our improving economy,
there are always workers who will lose
jobs because of economic change. We
owe these workers the tools to get
back on their feet, through rapid re-
sponse to plant closings and mass lay-
offs, job search assistance and retrain-
ing for new jobs. I am particularly
pleased that this bill includes rapid re-
sponse and labor-management commit-
tees which have been important tools
under the current dislocated worker
program. This program, where formula
grants to states and localities are sup-
plemented by National Reserve Ac-
count to allow the Secretary of Labor
to respond to emergencies, has been
successful in helping hundreds of thou-
sands of workers each year to make
mid-career changes.

The current dislocated worker pro-
gram served approximately 540,000 dis-
located workers nationwide in the
most recent year. Of those who com-
pleted the program during that year, T1
percent were employed when they left
the program, earning on average 93 per-
cent of their previous wages, and for
workers who had received retraining,
the wage replacement was 95 percent.

The Office of the Inspector General of
the U.S. Department of Labor con-
ducted an audit of JTPA Title III re-
training services to determine how suc-
cessful retraining was in helping dis-
located workers to return to work. The
conclusion of the April 1995 report was:
‘“The purpose of Title III is to return
dislocated workers to productive em-
ployment. In this context, the program
was successful. Program participants
were reemployed, remained in the
workforce, and regained their prior
earning power."’

In my own state of Washington, we
have experienced layoffs in the timber
and aerospace industries and the as-
sistance provided by Title III of JTPA
has been essential to meeting the needs
of affected workers.
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The success of the program is illus-
trated by the experience of one dis-
located worker, Mr. David Hamilton of
Valley, Washington. He had a steady
income working in the logging indus-
try, but only for six to eight months
each year. This created a difficult fi-
nancial situation when employment
was not available. In July 1995, he was
laid off from Accord Logging.

He decided to investigate career op-
tions in the cross-country truck driv-
ing field. He learned of the opportuni-
ties available through JTPA and began
actively seeking financial assistance
for training. With only a tenth grade
education, his employment opportuni-
ties were limited. He knew that he
needed a GED, but his assessment test
also indicated a deficiency in basic
math skills. With his unemployment
benefits nearly exhausted, he held
steadfastly to his hope of entering the
truck driving industry. He pursued his
education and training through the
Colville Job Service JTPA Title III
program. His determination to obtain a
Commercial Drivers License increased
as he passed his physical and Wonderlic
tests (in lieu of a GED). He met the
program qualifications for Title III
funding and completed his training on
February 23, 1997, with excellent
grades. He was immediately placed
with G & G Trucking and was driving
cross-country the following Monday. G
& G agreed to assist him with the fi-
nancing needed to purchase a tractor.
Within six months he became an
owner-operator. As an owner-operator,
he will earn between $12 and $18 per
hour. He now has a reliable source of
income and greater financial security.

The success of Mr. Hamilton and
other dislocated worker program par-
ticipants is why I am so pleased that S.
1186 is designed to assure that funding
for dislocated workers will be main-
tained. This is an important improve-
ment over last year’'s bill and I thank
the authors of S. 1186 for their atten-
tion to this critical item.

Mr. President, I also ask unanimous
consent to have printed in the RECORD
a letter from Mr. Rick Bender, Presi-
dent of Washington State's Labor
Council. I have been working with
Chairman JEFFORDS to address Title III
in the bill which provided training
funds only after labor consultations
have been performed. I am hopeful that
the Department will work with respec-
tive labor organizations to continue
this successful communication. Wash-
ington State has developed a Commu-
nity Based Rapid Response policy that
quickly meets the various needs and
concerns of dislocated workers. Mr.
Bender has been at the forefront of this
effort and provides a compelling argu-
ment to continue this consultation.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:
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WASHINGTON STATE
LABOR CouNCIL, AFL-CIO,
Seattle, WA, March 25, 1998.
Hon. PATTY MURRAY,
U.S. Senate,
Washington, DC.

DEAR SENATOR MURRAY: The Workforce In-
vestment Partnership Act (8. 1186) is ready
to come to the floor of the US Senate for ac-
tion. The Act, as written, is missing a cru-
cial provision of benefit to Union members.

The current JTPA Act provides that, *. . .
any program conducted with funds made
available under Title III which will provide
services to a substantial number of members
of a labor organization will be established
only after full consultation with such labor
organization."” (Sec. 311(b)(7)). This provision
is ominously absent from the new bill.

The new legislation will cause irreparable
harm to our Union members who suffer lay-
off through plant closure due to the failure
to require labor consultation when planning
services for them.

The language quoted above has enabled the
Washington State Labor Council, AFL-CIO,
to assist its affiliates in demanding appro-
priate levels of service for their members
who are facing long term layoff. The ability
to demand that funding be pulled from bad
retraining programs has been key to the suc-
cess of Labor’s active participation in work-
force employment and training programs in
Washington State.

The Washington State Labor Council pres-
ently operates a contract with Washington
State Employment Security to provide
Rapid Response services to our union mem-
bers whose plant(s) may be closing or
downsizing. By actively invoking this lan-
guage, we make the workforce development
system move towards a customized approach
toward service and training design, which
takes the needs of working men and women
and their families into account. Without this
language in the bill service and training de-
sign will take the convenience of service
agencies into account, not our members’'
needs.

Any assistance you can provide to insert
this crucial provision into S. 1186, the Work-
force Investment Partnership Act, will be
greatly appreciated.

Sincerely,
RICK S. BENDER,
President.
Mr. KOHL. Mr. President, I rise

today to add my voice to the bipartisan
chorus in support of the Workforce In-
vestment Partnership Act. I commend
the sponsors for their excellent work.
Senators JEFFORDS, DEWINE, KENNEDY,
and WELLSTONE have done an out-
standing job of crafting legislation
that is long overdue. For too long
American workers have had to struggle
through a complex system of dozens of
different job training and educational
programs to get the skills they needed
to enter, or reenter the job market.
Today, the Senate takes concrete steps
to streamline the current system so
that getting the help they need will be
easier for the workers of America.

The Workforce Investment Partner-
ship Act simplifies the search for a job
by encouraging communities to estab-
lish a *“‘one stop shopping’ location.
Localities will have one location where
an individual can go to get help finding
a job or search out skill training oppor-
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tunities. At this location all of the op-
tions will be laid out, and the choice
will be up to the worker.

Inherent in this idea is that there
will be no wrong door. No longer will a
person be told, ‘*We can’t help you here
because you don’t qualify for these pro-
grams. Maybe they can help you down
the hall.” That sort of bureaucratic
run around results in inefficiency and
frustrates the very people we are try-
ing to help.

This job training reform bill focuses
on shifting power back to the states
and local communities. Government,
business, labor, and community groups
will collaborate on strategies that fit
the economic situation of the indi-
vidual state and locality. The Senate
version of this bill also takes the im-
portant step of allowing states to keep
reforms they have made that are work-
ing. Wisconsin has made many changes
to its job training system on its own
initiative that have been ground-
breaking and very successful. I am
pleased the Committee recognizes that
there is no need to replace programs
that are already doing the job and
meeting the goals set forth in this leg-
islation.

I am also pleased we maintain our
commitment to helping at risk youth.
This bill ensures that providing oppor-
tunities for kids on the edge will con-
tinue, and that the funds will move
quickly to those who need it most. I
hope that the Conference Committee
can guickly complete its work so that
the $250 million set aside in last year's
budget for Out-of-School Youth will be-
come available before the July 1 dead-
line. These kids need our help to be-
come productive citizens and con-
tribute to society. If Congress fails to
complete action before July 1, these
young people will be forced to wait
even longer for our support.

In today’s global economy, our peo-
ple are our greatest resource. With the
rise in information and technology, the
nations that are the most creative,
most innovative, and most inventive
will have the edge. The United States
currently has the lead in these sectors
and this bill will help our people main-
tain their advantage through con-
tinuing their education and updating
their skills. Our nation’s continued
prosperity, and the prosperity of our
workers, hinges on a well-trained
workforce. This bill helps ensure that
our current economic growth will con-
tinue into the future and be shared by
all Americans.

Mr. HARKIN. Mr. President, I rise in
support of S. 1579, the Rehabilitation
Act Amendments of 1998, of which I am
proud to be an original co-sponsor. 1
would like to commend Senators JEF-
FORDS, DEWINE, KENNEDY, and
WELLSTONE, for making reauthoriza-
tion of the Rehabilitation Act a pri-
ority, and for including this legislation
as an amendment to the Workforce leg-
islation.
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The State Vocational Rehabilitation
Services Program provides $2.2 billion
in formula grant assistance to States
to help individuals with disabilities
prepare for and engage in gainful em-
ployment. Since established by the
Smith-Fess act 756 years ago, state vo-
cational rehabilitation programs have
served some nine million people. This
program promotes economic independ-
ence for people with disabilities, and
the numbers reflect that.

In 1992, Congress made major changes
to the Act, namely, increasing con-
sumer  participation, streamlining
processes, and reducing unnecessary
paperwork. In the bill before us today,
we have built on the '92 amendments.
The bill preserves and strengthens the
themes of the '92 amendments, while
fine-tuning and aligning the Act with
other workforce reforms.

The Rehabilitation Act Amendments
of 1998 strengthen the role of the con-
sumer throughout the vocational reha-
bilitation process, particularly in the
development of the individual's em-
ployment plan. This reauthorization
reduces unnecessary burdens on State
VR agencies by streamlining the State
plan; indeed, the bill reduces the 36
State plan requirements in current law
to 24. The bill also refocuses the State
plan on improving outcomes for indi-
viduals with disabilities by requiring
States to develop, jointly with the
State Rehabilitation Council, annual
goals and strategies for improving re-
sults.

Access of Social Security bene-
ficiaries to VR services is facilitated,
and unnecessary gatekeeping is elimi-
nated, by making SSI and SSDI bene-
ficiaries presumptively eligible for
services under the VR States Grants
program. This change will eliminate
the need for the VR agency to deter-
mine on a case-by-case basis whether
individuals “‘require’” VR services in
order to gain employment. Under this
bill, if a person receiving SSI or SSDI
walks through the door of a VR agency,
that person will be presumed eligible
for VR services. As the Administrator
of the Iowa VR agency explained to me,
“now we don't have to spend time and
money determining whether an indi-
vidual on SSI or SSDI is eligible for
services. Instead, we can focus our re-
sources where they should be focused—
on assisting our consumers in obtain-
ing employment."”’

Of particular interest to me and to
Senator Dopp are the changes to Sec-
tion 508 of the Act, which pertain to
electronic and information technology
accessibility. This section will make it
easier for individuals with disabilities
who are federal employees to obtain
the assistive technology they need in
order to do their jobs.

Finally, this bill widens employment
opportunities for people with disabil-
ities by establishing linkages with
larger statewide workforce systems. I
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would like to point out, however, as
Senators JEFFORDS, DEWINE, and KEN-
NEDY already have, that vocational re-
habilitation agencies will not be re-
quired to spend any of their federal al-
lotment on activities other than those
that help provide jobs for people with
disabilities.

In sum, the Rehabilitation Act
Amendments of 1998 bring us closer to
the goal of fostering independence for
people with disabilities by providing
them with the services they need in
order to enter the workforce. 1 would
like to thank Senators DEWINE, JEF-
FORDS, KENNEDY, WELLSTONE, and
Dobpp, and the Clinton Administration,
for their leadership in developing this
bill in a bipartisan manner. I also
would like to commend all the staff
members who worked on this bill.
Without their tireless efforts, we would
never have been able to bring this im-
portant reauthorization to the floor.

Mr. JOHNSON. Mr. President, I share
the widespread support for this impor-
tant legislation. This bill would con-
solidate and reauthorize job training
and vocational education programs.
This bill enables states to create a uni-
fied plan for all social services related
to job training and vocational and
adult education.

Job training and vocational edu-
cation are vital programs which pre-
pare individuals to compete in today's
changing global economy. An esti-
mated 346,000 high-tech jobs are going
unfilled nationwide. The increasing
shortage of highly trained workers
threatens our nation's economic
growth and our productivity. This
measure will help address these short-
comings and prepare more of America’s
workers, and thus America's busi-
nesses, for the Twenty-first century.

We live in a capitalist society with a
free market economy. Employers seek
to hire the best qualified job can-
didates. S. 1186 simply provides a
means to help individuals acquire the
skills necessary to compete. The acqui-
sition of these skills will best help in-
dividuals thrive as our economy con-
tinues to grow. Too many of our citi-
zens have been left behind the growing
economy of the past years, and this
measure will help them keep up with
the new economy.

I believe that S. 1186 also supports
our commitment to move individuals
from welfare to work. Job training pre-
pares individuals to compete in the
marketplace, and remain free from
government assistance. For all of the
foregoing reasons, I support this bill.

One important part of this legisla-
tion is the reauthorization of the pro-
grams under the Carl D. Perkins Voca-
tion and Applied Technology Education
Act. I have heard from constituents
across my state that these programs
are a very critical component of our
vocational and technical education
system.
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As we in the Congress work to help
our nation prepare for the Twenty-first
century, there are few challenges more
fundamental to our success than ensur-
ing that our work force has the edu-
cation and training necessary to com-
pete in the global economy. More and
more jobs require technical skills,
training that is not offered in our tra-
ditional four-year colleges. Our voca-
tional and technical schools, accord-
ingly, are absolutely essential for the
students and workers of today. Tech-
nical skills lead to higher wages for
workers and more competitive busi-
nesses. That is why the federal-state-
local partnership for vocational and
technical education, which has been
very successful to date, must be con-
tinued.

The highest priority for the moment
is to get the reauthorization of the
Perkins Act programs through the Sen-
ate and into conference. The legislative
session this year is very short, and we
cannot afford to delay passage of this
bill any further. That said, however,
there are a number of provisions of this
bill which need improvement.

Foremost among the needed changes,
in my view, is that the Senate should
accept what the House has proposed in
terms of a separate bill for vocational-
technical education. This difference is
very crucial, for it is essential to pre-
serve the independent mission and
funding stream for vocational edu-
cation.

For some time, it appeared that the
Senate bill was headed in the wrong di-
rection, removing the separate designa-
tion for vocational and technical edu-
cation and placing these programs into
the mix of the overhaul of our job
training and retraining programs. That
would have been a serious mistake, and
I am pleased with the improvements
that the managers of this bill have
agreed to offer to this legislation.

Among the expected changes is an as-
surance that funding appropriated for
vocational-technical education pro-
grams will be directed to school-based
programs and not diverted to other
areas. Additionally, the amendment is
expected to ensure that governance for
vocational education will remain at
the state and local level, and that a
strong focus will remain on profes-
sional development for teachers and
administrators.

The House, on the other hand, has
proposed a separate legislative author-
ization for the Perkins Act programs.
Despite the forthcoming changes to the
Senate bill, I urge the Senate conferees
to accept the position of the House
with respect to reauthorization.

Today, however, I believe that we
should send this bill to the conference
committee, where 1 hope that the re-
maining issues can be resolved, and I
urge my colleagues to join me in pass-
ing this bill as expeditiously as pos-
sible.
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WORKFORCE INVESTMENT PARTNERSHIP ACT

Mr. DASCHLE. Mr. President, the
time has come for the Senate to take
appropriate steps to ensure that our
work force is equipped to meet the
challenges we will face in the next cen-
tury. Today, high-skill, high-wage jobs
are being created faster than they can
be filled. This is not because of a labor
shortage. Instead we are suffering from
a ‘‘skill shortage.”” Not enough workers
in this country possess the skills nec-
essary to fill these jobs. In order to
keep our economy strong and growing,
our people must receive the education
and training they need to become pro-
ductive employees in the 21st century.

The Workforce Investment Partner-
ship Act of 1997 (WIPA) is the first step
in providing the education and training
job seekers need to compete for high-
wage jobs. This bill would consolidate
many narrowly-focused federal voca-
tional education, adult education and
job training programs that currently
provide a disjointed approach to job
training and job placement. Through
the establishment of “one-stop’ cus-
tomer service centers, job seekers will
have a central point of entry to job
training programs. These one-stop cen-
ters will also offer “*individual training
accounts” allowing job seekers to
choose their preferred type of edu-
cation and job training programs to
better accommodate their individual
skills or interests. Finally, one-stop
centers will provide applicants and em-
ployers alike with a centralized source
of information about training and em-
ployment opportunities available in
the area.

WIPA’s goal of streamlining our
many training programs bears great
similarity to legislation I introduced
in January, 1997, called the Working
Americans Opportunity Act. Reforming
and improving our nation's job train-
ing system has long been a Democratic
priority. I am glad to see strong, bipar-
tisan support for WIPA and look for-
ward to working with my colleagues on
the other side of the aisle to enact this
important legislation.

The passage of this legislation is of
particular importance to the people of
South Dakota, where we have recently
experienced large scale layoffs in
Huron with the closing of the Dakota
Pork processing plant, and in Lead
with cutbacks at the Homestake Gold
mine. People in my home state have
been drastically affected by these lay-
offs. It is my hope that these programs
will enable them to receive the train-
ing they need to compete for the high-
wage jobs of tomorrow.

I believe it is very important that
any investment we make in education
and training produces positive, measur-
able results. That'’s why I am pleased
this bill ensures that each training pro-
vider and agency administering state
and local programs is held to a higher
level of accountability than in the
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past. These agencies will be responsible
for monitoring and reporting job place-
ment, job retention and average earn-
ings for program graduates. If a pro-
gram is not performing up to accept-
able standards, it will no longer be eli-
gible to receive public funding.

1t is of particular importance that we
act quickly on this bill. Unless it is
signed into law by June 1, the Depart-
ment of Labor will not be able to im-
plement Youth Opportunity Grants.
This grant program invests money in
poverty-stricken areas to help youth
who have left school to get year-round
jobs. Appropriations for these grants
are contingent on the authorization of
the Workforce Investment Partnership
Act. This worthwhile program deserves
a chance to be implemented as it was
intended.

By working in a bipartisan way to re-
form vocational education and job
training programs, 1 believe that we
can, during this Congress, create op-
portunities for American workers that
will help to keep our economy strong
for the next century.

Mr. McCAIN. Mr. President, I rise to
offer my support for H.R. 1385, the
Workforce Investment Partnership
Act. This bill is the result of several
years of hard work and bipartisan co-
operation by Congress on behalf of our
nation’s workforce and employers.

Our present job training system has
become overly bureaucratic, frag-
mented and duplicative without ade-
quate accountability or assessment
measures. Currently, the federal gov-
ernment administers 163 separate pro-
grams, scattered across 15 agencies, at
a cost of more than $20 billion a year.
The Workforce Investment Partnership
Act addresses these problems by con-
solidating and reforming the nation’s
federal vocational education, job train-
ing, and adult literacy programs.
Bluntly, this bill reduces Federal bu-
reaucracy and unnecessary require-
ments.

This legislation builds upon the mon-
umental welfare reform bill of 1996 by
giving our states and communities the
appropriate tools for providing individ-
uals with the education, skills and
training necessary to obtain meaning-
ful, long term employment. This is
something which our current system
has been unable to consistently and ef-
fectively provide for our workforce.
The Workforce Investment Partnership
Act will provide individuals with an op-
portunity to increase their skills while
obtaining a job. This will help millions
of Americans attempting to move
themselves out of the welfare system.
If the historic welfare reforms made in
1996 are to work we must have an effec-
tive system of job training and voca-
tional and adult education.

Over and over again, I hear from em-
ployers in my home state of Arizona
who are concerned about the lack of in-
dividuals qualified to fill their rapidly
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growing high-tech and high-paying po-
sitions. And I know this isn't just a
problem in Arizona. This is a problem
throughout our entire country. Nation-
ally, the number of unfilled high-tech
jobs is about 350,000. We cannot allow
this trend to continue. If we do allow
this trend to continue, we will be kill-
ing our ability to compete in the global
market and remain ahead of our inter-
national competitors.

An important aspect of this legisla-
tion is the flexibility and freedom it
provides to the individual states for de-
veloping and designing their own tai-
lored-made workforce development sys-
tems. Under this bill, states and local
communities, can tailor their programs
to best suit their unigue populations
and employment needs.

Another important aspect of this leg-
islation is that it contains reauthoriza-
tion of the Rehabilitation Act for seven
yvears. The Rehabilitation Act is the
country’'s only Federally supported
program which provides job training
and placement services for people with
disabilities. Too many disabled individ-
uals are falling between the gaps in the
existing vocational systems which is
why the Workforce Investment Part-
nership Act links the vocational reha-
bilitation system to the new workforce
systems of each state. This will result
in providing better jobs for more of our
nation’s disabled individuals.

The success of our nation in this in-
creasingly globalized, competitive
economy depends upon a highly skilled
workforce, and a comprehensive, so-
phisticated system of work prepara-
tion, training, and retraining. The
Workforce Investment Partnership Act
is a positive step toward accommo-
dating these needs. Again, I am pleased
to support this bill which will create a
more efficient and effective job train-
ing system for our country.

Mr. LIEBERMAN. Mr. President, I
would like to say a few words about the
Workforce Investment Partnership Act
of 1997 that we are voting on today in
the Senate. The Workforce Investment
Partnership Act will reform vocational
education, adult education and job
training programs, provide more ac-
countability within these programs,
and improve delivery to our citizens.
Education and training are two of the
most important investments a govern-
ment, can make in its citizens. It is as
important as ensuring the physical
health of its citizens because education
and training, and the robustness of a
nation’s industry, are primary deter-
minants of the economic health of the
country. Education and training also
determine individuals’ ability to reach
personal goals. Providing people with
quality education and training moves
people off the welfare rolls, increases
upward mobility, increases incomes,
and provides our industry with a more
skilled workforce.

We are in the enviable situation now
of having only 4.7 percent unemploy-
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ment in the United States. The high-
tech industry tells us it has as many as
190,000 unfilled jobs. There are jobs
available. The challenge is to match
the worker's skill with industry needs.
There are two challenges to providing
workers with the necessary skills. The
first is to make sure our children com-
ing out of school have the basic skills
they need for today’s workforce, and
then, to realize that learning, edu-
cation and training are lifelong pur-
suits and do not stop once you join the
workforce,

It is clear we need to do more in both
these areas. A good education should
be our long term goal. But, as my es-
teemed colleague Mr. KENNEDY men-
tioned last week, right now we have
over three million young men and
women between the ages of 16 and 24 in
this country who did not complete high
school and are not enrolled in school.

After interviewing a diverse group of
employers and college professors, Pub-
lic Agenda found profound dissatisfac-
tion with the way public schools are
preparing students. More than 60% of
employers and three quarters of profes-
sors said they believe that a high
school diploma is no guarantee a stu-
dent has learned the basics, and nearly
7 out of 10 employers said the high
school graduates they see are not ready
to succeed in the workplace. These
young people will need remedial edu-
cation and training in order to join the
workforce.

But young people are not the only
ones who need help. The program in
S. 1186 focus on the unemployed, dis-
located, disadvantaged and seriously
underemployed whose industry may be
downsizing, whose employer may be
moving offshore, who lack a sufficient
education, who are coming off of wel-
fare, or who haven't kept pace with
technological skills needed for today’s
rapidly changing workplace. To remain
competitive in today's workforce,
workers must be more flexible in terms
of changing careers and upgrading
their skills. S. 1186 recognizes the im-
portance of lifelong learning and en-
ables people to receive the education
and training they need at any point in
their life.

This bill provides the ties between
education and job readiness. It does
this by consolidating dozens of nar-
rowly focused programs and replacing
the present fragmented system with an
integrated workforce system. It inte-
grates adult education and literacy in-
struction with occupational skill train-
ing and professional development. It
integrates vocational and academic
studies. Importantly, this legislation
brings the business community into
the process by creating industry-led
policy making boards that develop
strategies for a comprehensive work-
force investment system in each State.
Involving business is essential to en-
suring that training programs are
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based on local employment needs and
conditions.

Another innovation of The Workforce
Investment Partnership Act is that it
establishes ‘“individual training ac-
counts” to give job-seekers more
choice in selecting the type of edu-
cation and training programs they
want. The bill also encourages the cre-
ation of **One-Stop Customer Service’
centers which provide a central re-
source for all job seekers, not just
those that qualify for Labor Depart-
ment programs, to get information on
training and employment opportunities
available in the local area.

In Connecticut, we have already seen
the benefits of implementing some of
these changes. We are starting to im-
plement the One-Stop Customer Serv-
ice centers. We have streamlined JTPA
and TANF, the welfare-to-work pro-
gram. We have moved the job compo-
nent of TANF from the Department of
Social Services to the Labor Depart-
ment. where the jobs are—where it be-
longs.

The Workforce Investment Partner-
ship Act is one piece of the solution to
improving our nation's workforce. We
still need to improve our educational
system, attract more students into the
maths and sciences, and make lifelong
learning and skill upgrades a part of
everyone's life. America is beginning
to move in this direction. President
Clinton introduced the Hope Scholar-
ship that will encourage lifelong learn-
ing. Some states and industries are be-
ginning to cooperate to create worker
training programs that serve regional
industry clusters; Senator SARBANES
introduced, and I am proud to be co-
sponsoring, S. 2021 to stimulate this co-
operation among companies to develop
regional skills alliances that provide
training for jobs that are waiting in
the participating companies. More
companies are working closely with
local community colleges and univer-
sities to match academic programs
with workforce needs. We need to sup-
port all these different pieces because
they fit together to provide our citi-
zens with the tools they need to not
just keep up but to move ahead and re-
alize their goals.

I applaud the work of Senator
DEWINE, Senator JEFFORDS, Senator
KENNEDY, Senator WELLSTONE, and
their staffs in drafting the Workforce
Investment Partnership Act and I ap-
preciate all the hard work that went
into it. I support this worthy legisla-
tion.

Mr. ENZI. Mr. President, I rise in
support of the Workforce Investment
Partnership Act, offered by Senator
DEWINE, Senator JEFFORDS and other
members of the Subcommittee on Em-
ployment and Training on which I
serve. I would like to take a minute
here to express my reasons for sup-
porting the bill and explain why this is
a good piece of legislation.
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Our mission in this area was most
clearly put before us by the General
Accounting Office. In their testimony
to the Senate Labor Committee they
showed that our current system for de-
livery of job training and vocational
education is broken. The 163 programs
across 15 agencies result in a disjointed
and uncoordinated system that is a
very inefficient use of the taxpayers’
money. I have said that we probably
need an education program just to
teach people how to figure out how to
find federal job training assistance. We
need to simplify the process and this
bill fixes many of the problems that
the GAO outlined.

This legislation is built around the
idea that we need more flexibility for
state education and labor programs to
work. It builds on local needs and in-
terests, ensuring a fair partnership be-
tween business and educators. Impor-
tantly, it maintains strong program
objectives while at the same time, al-
lowing individuals to make decisions
about their own training programs
through a voucher system.

The goals of the vocational education
program are clear—to prepare kids for
what happens after high school. Not all
kids are college-bound. Not all kids
should be college-bound. Those who are
not, should have an opportunity to fol-
low educational programs that are rel-
evant to their interests. This bill gives
States greater flexibility to design pro-
grams that will target the unique
needs of their students.

The goals of the job training pro-
grams are also clear—to prepare people
for their jobs in a rapidly changing
workplace. Business cooperation and
input is critical for that. Flexibility
for state and local partnerships is also
important so they can tailor programs
to meet local needs. This bill accom-
plishes that flexibility and increases
local empowerment.

My home State of Wyoming has made
a lot of progress in this area. Our Gov-
ernor, Jim Geringer, has taken a
strong interest in developing a coordi-
nated system of education and employ-
ment, with an emphasis on individual
responsibility. Two years ago, he called
for a state-wide conference on the
issue. The focus was how to help Wyo-
ming's people meet ever-changing
workplace needs and how we could help
not only our kids, but our adults, find
and keep valuable jobs without having
to leave the State.

One of the biggest problems we iden-
tified in Wyoming was that the federal
system was fragmented, had too many
narrow categories of eligibility, dupli-
cated effort and had confusing account-
ability requirements. The bill before us
today will resolve these problems. It
will improve delivery by enabling
states to develop coordinated edu-
cation and training programs. It gives
States the program objectives, but al-
lows them to design their own meas-
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urement systems. Most importantly,
this bill lets the people in my State
focus federal dollars where Wyoming-
ites think they should go.

One part of the bill that I strongly
support are changes that have been
made to the Labor Market Information
system. Here we have been able to
move towards a state-based data sys-
tem and ensure that state needs get a
priority with the Department of La-
bor's Bureau of Labor Statistics. In the
past, the Bureau has paid little atten-
tion to state statistics agencies. This is
another issue of local control where
people in our states know more about
what labor information is important to
local needs.

I want to take a minute to address a
few of the specific concerns that have
been raised about this bill. First is the
difficulty raised by the National Gov-
ernors Association about coordination
with local workforce boards. This does
not pose a problem in my state because
we do not have any population centers
that would qualify for separate local
grants. Our State Workforce Board will
serve the entire state. On this issue,
however, 1 would say that it is impor-
tant for State Government to be able
to coordinate these activities. 1 also
believe that local government knows
best when it comes to the needs of
local communities. This bill strikes a
sound balance between these two ef-
forts.

The second concern I have heard is
that ‘‘unified plans’” will allow gov-
ernors to transfer education money
into training. Again, it is my position
that local and state government is
most responsive to and knowledgeable
about local needs. If educators are un-
able to justify certain spending in the
face of greater needs in training areas,
then local government should be able
to make that decision. That works
both ways. Training advocates will
have to show the importance and rel-
ative value of their programs. This bill
provides a great opportunity for state
and local governments in Title 5, which
provides an option for unified plans.
Not surprisingly, this part has caused
the most difficulty for °“‘big govern-
ment'’ types at the Departments of
Labor and Education.

A third concern I have heard is that
this bill will give the Secretary of Edu-
cation increased powers over the con-
tent of state education plans. I want to
point out that I am very sensitive to
that question. It is one of the first
tests I apply in my review of any pro-
posal that affects K-12 education.
Local and state control must be pre-
served. With that in mind, it is impor-
tant to note that the concerns are not
unfounded.

This legislation directs the Depart-
ment of Education to consult with
states in developing performance meas-
ures to evaluate state programs. The
measures relate to student mastery of
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academic and vocational skills, as well
as placement and retention in edu-
cation and later in job situations.
States will then negotiate with the De-
partment to determine expected levels
of performance—tailored to meet State
differences—but according to the index
developed by the Department. The
question is—Is it more intrusive than
current performance requirements
under the Carl Perkins Act?

Under the Perkins law, States must
submit plans that include descriptions
of how they will meet certain federal
objectives. But there is one big dif-
ference. Carl Perkins empowered state
boards to develop the performance
measures. States only had to show they
were making progress according to
their own defined measurements. I am
very concerned about allowing the De-
partment of Education into the devel-
opment of these measurements. I do
not believe the federal government is
genuinely capable of setting standards
for mastery of academic and vocational
skills for our kids. That role belongs to
elected school boards and state govern-
ment—not to appointed federal offi-
cials.

The good Senator from Missouri,
Senator JOHN ASHCROFT, has expressed
real concerns about this part of Title 1
of the bill. While I strongly support the
majority of this legislation, I would
prefer to see the performance provi-
sions that were included in the House
bill, end up in the final version. I do in-
tend to push for the House version in
conference.

In closing, Mr. President, I want to
say that this is a good bill. As with any
legislation, though, it is not perfect.
There are some parts 1 would prefer to
see removed or changed. But on the
whole, this bill is a remarkable im-
provement over the chaotic maze of ex-
isting job training, vocational edu-
cation and adult education programs.
It is a step forward for local and state
control of these efforts. It is a step for-
ward in simplifying delivery of these
services and making them more re-
sponsive to changing needs. And it is a
step forward for personal choice and for
accountability.

Ms. MIKULSKI. Mr. President, I rise
today in support of the Workforce In-
vestment Partnership Act of 1997. As a
member of the Committee on Labor
and Human Resources, I am very proud
that we have produced this bipartisan
legislation. As a United States Sen-
ator, one of my priorities for Maryland
is to work hard to keep our economy
strong. This bill represents a real step
forward in maintaining a robust econ-
omy for America.

I support this bill for three reasons.
First, it represents a comprehensive re-
form of vocational, adult education and
job training programs. Second, it pro-
vides for the essential element of ac-
countability. Finally, it streamlines
the delivery service system into “‘One
Stop Customer Service."”
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This legislation consolidates many of
the narrowly focused programs which
exist for job training and adult edu-
cation. In the past, these programs
have really represented no system at
all. The patchwork of rules, require-
ments and bureaucracy did nothing but
confuse the people these programs were
designed to help. The Workforce In-
vestment Partnership Act incorporates
nearly 70 of these programs into a sim-
plified plan. Allowing states the option
to submit a “Unified Plan’® makes the
most sense for streamlining and sim-
plifying the system.

1 believe, Mr. President, that ac-
countability in training is essential.
Programs must deliver what they
promise. In exchange for giving States
the flexibility they need to design and
achieve strategies for reform, it is rea-
sonable to retain some Federal control.
Taxpayers deserve a dollar’'s worth of
service for a dollar’'s worth of taxes.
The standards for measuring state per-
formance provide that accountability.

In my state of Maryland, we cur-
rently have forty-one One-Stop career
centers with more on the way. These
“user-friendly”” services are critical to
helping people entering into employ-
ment training and placement. Pro-
viding core functions in one, easy cus-
tomer service system is truly the focal
point of the legislation we are voting
on here today. One Stop centers have
been proven effective both in Maryland
and nationwide. I am very pleased to
see the progress these centers have
made and that they are the corner-
stone of the Workforce Act.

This legislation, Mr. President, helps
our citizens who are ready, willing and
able to work. By giving the States and
business communities more flexibility
in designing their training programs,
we are giving our citizens an oppor-
tunity for a new beginning. It gives
them a new beginning to become more
productive members of our workforce.
It gives them a new beginning to get
off the welfare rolls and earn the self-
respect they deserve by earning their
own money and taking care of them-
selves.

The future of our country means
making sure that our workforce is
trained and ready to face the chal-
lenges of the 21st century. This means
the federal government taking respon-
sibility for getting our people off wel-
fare and providing real solutions for
getting them trained and helping them
find work. By empowering our citizens
with real life tools for success in the
workforce we can achieve real reform
of the current system. I am proud to
serve on the committee that stepped up
to the plate and showed the American
public that we are ready to fight for
our workforce.

HIGH SCHOOLS AT COMMUNITY COLLEGES

Mr. DOMENICI. Mr. President, I rise
today to say a few words about my
amendment to the Workforce Invest-
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ment Partnership Act of 1998 and to
make a few comments about the over-
all bill.

Simply put, my amendment allows
consortia applying for a Tech-Prep the
additional option of using the money
to locate high schools at Community
Colleges. The Tech-Prep section al-
ready seeks to create consortia of local
schools, post-secondary schools, and
employers to form a cohesive link be-
tween the entities.

My amendment merely goes one step
further and simplifies the process by
allowing grants to be used for the
placement of high schools at commu-
nity colleges. The idea is not without
precedence, in fact the Middle College
Consortium is a national network of
twenty two high schools located on col-
lege campuses.

Mr. President, I think the funda-
mental question becomes: “What is
education?” I believe education is far
more than books, classrooms, and
teachers, it is about learning and pre-
paring for life. I want to mention sev-
eral points I have heard from students
and employers that reinforce my belief.

A high school student stated to me
that often he and his classmates are
simply bored in class and that creative
learning concepts must be put forth.
Amazingly, an employer stated that
only one in forty applicants were quali-
fied for even an entry level position.
All of us, businesses and individuals,
are paying taxes and I think it is only
fair that we expect some kind of return
in terms of our schools producing
qualified graduates.

Is there a one size fits all solution?
Of course not, because not everyone
wants to pursue the same career path.
However, my amendment enables those
desiring to pursue a vocationally based
career yet another option and tool to
help ensure their success.

I am very pleased that an integral
part of a Tech-Prep Program is a focus
on math, science, reading, writing,
communications, economics, and work-
place skills. Also Tech-Prep Programs
integrate the academic and vocational
instruction with work-based learning.

My amendment ensures this by re-
quiring a consortium to contain a busi-
ness partner. Industry will have the op-
portunity to take an active role in en-
suring graduating students possess the
tools and knowledge that they will
need to succeed in the local workforce.
The business partner will also act as a
gateway for student and teacher in-
ternships and also provide students a
head start in obtaining a job.

Mr. President, there is one point I
want to make absolutely clear: student
attendance at a high school at a Com-
munity College will be voluntary. How-
ever, many high school students have
already decided to pursue a vocation-
ally based career and are even now tak-
ing those kind of classes. My amend-
ment is aimed at those students in an
effort to ensure they will succeed.
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Community Colleges often have more
resources, like vocational facilities and
business partnerships, than a tradi-
tional high school. Students choosing
to participate will become acquainted
with the instructors, facilities, and ap-
plication process for admission, and a
natural path to at least a two-year de-
gree will be created.

Mr. President, my amendment is
about creating yet another option so
our children will be empowered with
every available resource to succeed.

Now I would like to make a few re-
marks about the Workforce Investment
Partnership Act of 1998. First, I would
like to compliment Senators JEFFORDS,
DEWINE, KENNEDY, and WELLSTONE for
all of their work on this bill. Second, I
am very pleased the Senate will short-
ly vote on this very important piece of
legislation to reform the Federal job
training and education related pro-
grams.

Like many Federal programs, cur-
rent job training and education related
programs are a maze of overlapping
and duplicative programs. The bill in-
corporates close to 70 programs under
three titles: Adult Education, Voca-
tional Education, and Job Training.

The streamlining of the current voc-
ed programs into a manageable system
will allow for the delivery services in
the most effective manner possible. By
delivering services in the most effec-
tive manner we can accomplish two
important things: a prepared workforce
and a business community that is con-
fident in the workforce.

I believe one of the keys to the bill is
the transfer of power from Washington
to the individual states. States will
have the flexibility, authority, and
means to design a vocational edu-
cational system that best meets the
needs of the state because decisions
will be made by state officials and not
Washington. By eliminating multiple
Federal requirements and mandatory
set-asides, states obtain that flexi-
bility.

States will also have the option to
submit a unified plan or a single State
plan for all of the education and train-
ing programs incorporated in the bill.
Again, this is another example of pro-
viding states with the ability to design
programs that best meet their needs.

The Bill also greatly simplifies the
process for individuals seeking to ob-
tain voc-ed services through a ‘‘no
wrong door’ approach. This “one-stop
customer service system’” will allow
individuals to receive comprehensive
information about the availability, eli-
gibility, and quality of the programs at
one location or via a computer net-
work.

Mr. President, I also want to say how
pleased I am that Senator DEWINE's
amendment will reauthorize the Reha-
bilitation Act of 1973. As my colleagues
are aware, the Rehabilitation Act is
our country’s primary Federally fund-
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ed job training program for disabled in-
dividuals. I believe the reauthorization
takes on even greater importance since
the authorization for the act expired in
September of 1997.

Among other things the reauthoriza-
tion will: link the Rehabilitation Act
and the Workforce Investment Partner-
ship Act of 1998; streamline current vo-
cational rehabilitation systems to in-
crease efficiency and access; and im-
prove the delivery of services to indi-
viduals with disabilities by providing
more choice and a greater number of
quality jobs.

Again Mr. President, the changes I
have just mentioned create more op-
tions and allow for the best possible de-
livery of services.

And that is exactly what my amend-
ment and the overall bill are all about:
creating more options and providing
for the best possible delivery of serv-
ices.

Mr. JEFFORDS. Mr. President, how
much time do I have remaining?

The PRESIDING OFFICER. Two
minutes 38 seconds.

Mr. JEFFORDS. I yield to the Sen-
ator from South Carolina 2 minutes.

Mr. KENNEDY. Mr. President, I
would be glad to yield 3 minutes of our
time to the Senator.

Mr. THURMOND. I thank the Sen-
ator. I just need about T minutes.

Mr. President, I rise today to express
my views on S, 1186, the Workforce In-
vestment Partnership Act of 1998. This
bill will consolidate vocational edu-
cation, adult education and Federal
employment training programs. 1 gen-
erally support this effort. However, I
do have some concerns regarding the
treatment of current veterans' employ-
ment and training programs.

This Nation has a long history of pro-
viding assistance to our veterans, dat-
ing from colonial days. Since World
War I, several laws have been enacted
to address veterans’ employment prob-
lems. Such legislation has reaffirmed
and strengthened the federal govern-
ment’'s role in promoting wider em-
ployment and training opportunities
for veterans. The Federal government
has a legitimate role in veterans' em-
ployment issues since it is the action
of the Federal government that gives
an individual the status of “‘veteran.”

Currently, the primary programs to
assist veterans are those administered
by the Department of Labor, through
the Veterans' Employment and Train-
ing Service (VETS). These include the
Disabled Veterans’ Outreach Program
(DVOP) and the Local Veterans' Em-
ployment  Representative (LVER),
which are grant programs to the
States, and will continue in their
present form.

The current provisions of Title 38 of
the United States Code were designed
to address services provided to vet-
erans in a traditional Job Service de-
livery system. However, this system is
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changing. We now see a wide variance
in delivery system design, configura-
tion, and service delivery providers.
Some states are contracting with pri-
vate business, community agencies, or
other units of government. Other
states are focusing on electronic serv-
ices.

This changing environment makes it
difficult to guarantee that government
is providing maximum employment
and training opportunities, with pri-
ority of service for veterans.

To maximize these opportunities and
to protect that priority, the Veterans
Employment and Training Service is
required by Federal law to promote and
monitor participation of veterans in
federally funded employment and
training programs.

Because of the national interest in
veterans' programs, I supported lan-
guage in this bill that (1) authorized a
veteran representative to the State-
wide Partnership; (2) required the
State plan to assure coordination with
veterans programs; (3) provided assur-
ances in the State plan that veterans
will be afforded services under the em-
ployment and training subtitle ‘*to the
maximum extent practicable’; (4) re-
quired performance reporting on work-
force investment activities provided
for veterans; and (5) included dis-
located Department of Defense civil-
ians, contractor personnel, and mem-
bers of the Armed Forces as eligible
participants in National emergency
grants.

While these provisions help provide
visibility of veterans programs at the
national and state level, I am con-
cerned that veterans employment and
training programs are not represented
at the local level. The bill does not pro-
vide for a veterans representative on
the local workforce investment part-
nership. This partnership has the re-
sponsibility of setting policy for the
local area and ensuring that local per-
formance measures are met, that needs
of employers and job seekers are met,
and is responsible for continuous im-
provement of the system. Furthermore,
the local partnership develops and im-
plements the operating agreements for
the one-stop customer service centers.

I can support this arrangement in
principle, where local business, labor
and government leaders develop and
oversee a plan to meet local commu-
nity needs. However, where veterans
programs are included in the one-stop
center, veterans should have represen-
tation. This will ensure, if it becomes
apparent that veterans are being un-
derserved in any given local workforce
investment area, that steps will be
taken to address and correct the dis-
parity.

I encourage those Senators who are
conferees to consider carefully the
commitment our veterans made to the
Nation, and the commitment this Na-
tion has made to its veterans. I urge



May 5, 1998

the conference to adopt language that
will (1) ensure that maximum employ-
ment and training services are made
available and provided to veterans; (2)
require State and local plans to include
information to track services to vet-
erans; (3) include veteran representa-
tives on local partnerships; and (4) pro-
vide that nothing in this Act shall be
construed to repeal or modify any spe-
cial rights or privileges for veterans in-
cluding priority of service.

Mr. President, I believe these modi-
fications to the bill will strengthen
this measure and protect the interests
of our veterans. I look forward to
working with the bill managers and
with other conferees.

Mr. JEFFORDS. Mr. President, I ask
unanimous consent that a letter of sup-
port from the Business Roundtable be
printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

THE BUSINESS ROUNDTABLE,
Washington, DC, March 18, 1998.
Hon. JAMES M. JEFFORDS,
Chairman, Labor & Human Resources Com-
mittee, U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Business Round-
table commends you and Senators DeWine,
Kennedy and Wellstone for your leadership
in developing S. 1186, the Workforce Invest-
ment Partnership Act. We hope the Senate
will act promptly to approve this important
bipartisan legislation to reform America's
workforce programs.

5. 1186 is, in most respects, in accord with
the principles for reform of job training pro-
grams we submitted to the Labor and Human
Resources Committee late last year, The bill
promises to transform the present frag-
mented approach into a comprehensive
workforce development system to meet the
needs of employers and job seekers.

Specifically, the bill would create a basis
for program consolidation through joint
planning; establish business-led partnerships
at the state and local levels; and, most im-
portantly, strengthen accountability by
using performance standards to measure the
effectiveness of programs in achieving con-
tinuous improvement. It would commit
states and local areas to maximize the re-
turn on investment of federal funds in work-
force activities.

Employers have an important stake in the
reengineering of federal workforce programs.
US competitiveness rests on the skills of
American workers. We look forward to work-
ing with you and other members of the Com-
mittee to ensure that the final compromise
reached with the House of Representatives
continues to reflect business community
principles for reform.

Sincerely,
GEORGE M.C. FISHER,
Chairman & CEO,
Eastman Kodak Co.;
Chairman, Human
Resources Task
Force, The Business
Roundtable.
LAWRENCE PERLMAN,

Chairman & CEO,
Ceridian Corp.;
Chairman, The

Working Group on
Workforce Develop-
ment, The Business
Roundtable.
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Ms. SNOWE. Mr. President, as we ap-
proach a new century with a globally
competitive economy that increasingly
puts pressure on many domestic indus-
tries, I believe it is critical that Con-
gress recognize and address a serious
need in our nation’s workforce: the
need to provide increased access to
training for incumbent workers at
small businesses.

As the distinguished Chairman and
Ranking Member of the Senate Com-
mittee on Labor and Human Resources
are aware, many states have seen
workers displaced as long-standing
local businesses have been downsized or
closed. In Maine, we have endured dra-
matic shifts in our labor force as foot-
wear manufacturers, textile manufac-
turers, and paper mills have been
closed, and workers have been forced
out of long-standing jobs that had been
the cornerstone of their communities.
This shift in long-standing industries is
occurring not only in Maine, but across
the nation as cities, towns, and com-
munities attempt to stay one step
ahead of the changing demands of the
global job market.

These displacements have dem-
onstrated time and time again that the
only certainty in the workforce is un-
certainty—and the most important at-
tribute that any worker can have when
a job is in jeopardy is to have a broad
base of training and skills. For only
with a wide array of skills can any
worker be truly confident that they
have the knowledge and abilities nec-
essary to rapidly adapt to today's
changing work environment on-the-
job—and the changing business envi-
ronment that is driven by global com-
petition. Therefore, I believe it is crit-
ical that we increase access to training
for American workers and bring them
some peace of mind that they will be
ready for the changing skills demand—
and the changing job market—that to-
morrow will bring.

In light of this need for increased
training and skill development, I am
particularly concerned about the plight
of individuals who work at small busi-
nesses because—among all workers—
these individuals are the least likely to
receive training. I have had the oppor-
tunity to view this problem firsthand,
and discuss it with individuals who
have studied the problem extensively,
as co-chair of the bipartisan Senate
Manufacturing Task Force and as a
member of the Senate Small Business
Committee.

Over and over again I have heard of
the inability of workers at small busi-
nesses to have access to training—and
the reason for this lack of access is
clear: many small businesses simply do
not have the financial resources nec-
essary to provide training to their
workers.

Therefore, in response to the gaping
training needs of workers at small
businesses, I have offered legislation
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that is designed to directly address the
inability of small businesses to afford
training. Specifically, my legislation—
S. 1170, the Working American Train-
ing Voucher Act—would provide $1,000
training vouchers to one million work-
ing men and women at small businesses
across the United States.

The legislation was crafted from the
premise that we should not wait until a
worker has been laid-off from their job,
or a company shuts its doors and shut-
ters its windows, to take steps to help
the American worker receive adequate
training. Rather, we should take steps
to ensure that our nation’'s workforce
is confident of their future and feels
prepared to address the rapid changes
that are occurring both in the global
economy and on-the-job—especially as
new technologies are introduced in the
workplace that require an ever-expand-
ing base of skills.

Increasing access to training for in-
cumbent workers at small business will
not only address this need, but I think
we would all agree that the best way to
reduce the impact and cost of unem-
ployment is to take steps to keep those
who are already employed on-the-job.

Mr. JEFFORDS. Mr. President, the
Senator from Maine has properly rec-
ognized a serious need in the American
workforce, and one that I hope will be
strongly addressed by the Congress. In-
cumbent workers nationwide—and par-
ticularly those at small businesses—
must be provided with increased access
to training, and I commend her for
raising this issue at this time, and for
offering legislation that is intended to
address this tangible need.

Mr. KENNEDY. Mr. President, I join
my colleagues in recognizing the need
for increased access to training for in-
cumbent workers, and appreciate the
efforts of my colleague, Senator
SNOWE, for heightening awareness on
this issue.

Ms. SNOWE. Thank you, Mr. Chair-
man and Ranking Member KENNEDY.
Mr. President, while my legislation has
not yet been acted on, I believe the leg-
islation now before the Senate—S. 1186,
the Workforce Investment Partnership
Act (WIPA) provides us with an excel-
lent opportunity to address the train-
ing needs of incumbent workers at
small businesses.

Mr. President, as has been outlined
on the floor of the Senate today, the
WIPA restructures and streamlines fed-
eral job training programs to improve
the delivery of these services to mil-
lions of Americans in need, including
disadvantaged adults and dislocated
workers. For crafting a bill that im-
proves the delivery of job training serv-
ices nationwide, I would like to com-
mend the authors of this legislation:
the Chairman of the Labor and Em-
ployment  Subcommittee, Senator
DEWINE; the distinguished Chairman of
the Labor Committee, Senator JEF-
FORDS; the Ranking Member of the
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Labor Committee, Senator KENNEDY:
and the Ranking Member of the Em-
ployment and Training Subcommittee,
Senator WELLSTONE.

While I am very supportive of this
legislation, 1 urge that provisions be
added and modifications made during
the upcoming House-Senate conference
on the bill to improve access to train-
ing for incumbent workers at small
businesses. Specifically, I urge that the
Senate conferees look for opportunities
to improve such access during the con-
sideration of the newly-created train-
ing vouchers in Section 315; the trans-
fer authority of job training monies by
local partnerships in Section 306; the
demonstration and pilot projects in
Section 367; and any other section in
which increased flexibility of job train-
ing monies would lead to improved ac-
cess to training for incumbent workers
at small businesses.

Mr. JEFFORDS. Mr. President, be-
cause of my shared interest in pro-
viding increased access to training for
incumbent workers, I look forward to
working with my colleague, Senator
SNOWE, to address the training needs of
incumbent workers, particularly those
in industries that are vulnerable to the
ups-and-downs of our economy.

Mr. KENNEDY. Mr. President, 1
strongly support efforts to improve
training opportunities for incumbent
workers, but would emphasize that it
must not be done at the expense of in-
dividuals who have already been dis-
placed from their jobs. Therefore, I
look forward to working with the Sen-
ator from Maine on this issue.

Ms. SNOWE. Thank you, Mr. Chair-
man and Senator KENNEDY, for your in-
terest in this important issue. I look
forward to working with you as S. 1186
moves through the legislative process,
as well as on S. 1170, the Working
American Training Voucher Act.

Mr. KENNEDY. How much time do I
have?

The PRESIDING OFFICER. The Sen-
ator has 12 minutes.

Mr. KENNEDY. I yield 3 minutes to
the Senator from Hawaii.

The PRESIDING OFFICER. The Sen-
ator from Hawaii is recognized.

Mr. AKAKA. Mr. President, I rise in
support of H.R. 1385, the Workforce In-
vestment Partnership Act. I really be-
lieve this bill would provide the infra-
structure necessary to reform our Fed-
eral job training system. Currently,
Federal job training programs are a
hodgepodge of rules, regulations and
requirements, which reflect duplicative
agency responsibilities. This unfortu-
nate situation deters employees with
good intentions from seeking assist-
ance for those in need. For the past 8
months, my colleagues in the Senate
Labor and Human Resources Com-
mittee have been working diligently to
reform this ineffective system.

H.R. 1385 is an ideal bill, a bipartisan
bill that will consolidate dozens of pro-

CONGRESSIONAL RECORD—SENATE

grams within the Federal system of vo-
cational and adult education, voca-
tional rehabilitation, and job training
programs.

It will give states and local govern-
ments the flexibility to design training
programs that best meet the needs of
their communities. It encourages
“One-Stop Customer Service'' centers
where applicants and employers may
go to inguire about different training
and employment opportunities that are
available.

In the State of Hawaii, efforts are al-
ready underway to streamline various
workforce-related organizations and
programs into a comprehensive system
that encompasses economic develop-
ment, workforce, and education prior-
ities. The Hawaii State Legislature re-
cently consolidated five Hawaii De-
partment of Labor and Industrial Rela-
tions advisory policy bodies into a sin-
gle agency, the Hawaii Workforce De-
velopment Council.

This council is similar to entities in
30 other states.

Many of our states have begun the
process of consolidation, and it is time
that the Federal government provide
them with the direction and the re-
sources necessary to complete this
process.

I thank my colleagues, Senator
DEWINE, JEFFORDS, KENNEDY, and
WELLSTONE for their efforts in bringing
forward this bipartisan compromise for
Senate consideration. H.R. 1385 will
target Federal funds to those individ-
uals who need it most and to those pro-
grams that are proven to be effective. 1
believe this bill will provide the infra-
structure necessary to reform our Fed-
eral job training system.

The time is now to reform this sys-
tem, and I am pleased to express my
support for this bill.

Mr. KENNEDY. Mr. President, I
would be glad to yield 15 seconds to the
Senator from Minnesota.

Mr. WELLSTONE. Mr. President, 1
mentioned to staff and other Senators
but I didn't share the comments on the
floor, and I didn't mention the really
fine work of Mark Powden and Dwayne
Sattler. I appreciate their work. I men-
tioned some people who I had a chance
to work with. I forgot to mention oth-
ers. I was feeling guilty.

I thank the Senator for the 15 sec-

onds.

Mr. KENNEDY. Mr. President, how
much time do I have remaining?

The PRESIDING OFFICER. Eight
minutes 30 seconds.

Mr. KENNEDY. Mr. President, I yield
myself T¥2 minutes.

Mr. President, as was stated by the
Senators from Ohio, Vermont, and
Minnesota, in just a few moments we
are going to vote on this legislation,
which will make such a very, very im-
portant difference for millions of
Americans.

I want to express my very deep sense
of appreciation for the really excellent
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work that has been done by the chair-
man of the subcommittee, Senator
DEWINE, and our friend and colleague,
Senator WELLSTONE, and the chairman
of the full committee, Senator JEF-
FORDS.

These are complex issues and involve
a variety of different interests and var-
ious constituency groups. But we all
have a common purpose and a common
goal; that is, to try to make sure that
America has the best trained workforce
we could possibly have as we move into
the 21st century.

The process has not been easy. It has
been an issue which our committee has
over a very considerable period of time
wrestled with. In 1970s, we attempted
improving the CETA job training pro-
gram. There were many, many prob-
lems in that program. In the early
1980s, we moved in a different direc-
tion. That direction was the Job Train-
ing Partnership Act, which attempted
to refashion and shape our job pro-
grams with greater emphasis on pri-
vate sector employment. It was the
only domestic program that passed be-
tween 1980 and 1984. In many respects,
it has worked well. But, the enormous
technological changes we have seen in
the workplace require new training ini-
tiatives. Since the early 1990s, we have
been working to develop the most ef-
fective approach.

Now 1 am very, very hopeful that
those hours and days of hearings, and
the very solid work that has been done
by the Committee will result in pas-
sage of this landmark legislation. I
hope it will now not only receive the
overwhelming support of the Members
of this body, but also that we can move
ahead into the conference and reach an
agreement worthy of all our support.
1998 should be the year that workforce
legislation is enacted into law. It
would mean so much for millions of
Americans in need of educational and
career training opportunities.

We have had a fairly contentious
Congress so far. But this, I think, has
been an extraordinary example of the
legislative process working. I think it
is a real tribute overall to our chair-
man, Senator JEFFORDS, with his lead-
ership.

We are designing legislation for a
workforce that will have probably
seven or eight different jobs during
their careers. Thirty years ago, if a
person worked in the Fall River Ship-
vard in Massachusetts, his father
worked there and his grandfather
worked there before him, and he spent
his entire career there. But now we
know that for new entries into that
workforce, they are going to have
seven different jobs.

With the global economy, we are
going to find there are going to be new
industries that are highly successful.
There will be other industries that will
be facing consolidation. We will have
downsizing. We will have expansion.
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New skills that will be necessary. Indi-
vidual workers will need access to
training to update their skills through-
out their working lives.

This legislation will provide the op-
portunity to get that training. It is
really a very, very important new con-
cept and new idea, and one that I think
can really ensure that our workforce is
going to be the best in the world.

We are talking about included in this
legislation programs for individuals
who are dislocated workers and others
who are disadvantaged adults and
youth. We are talking about individ-
uals with disabilities who want to be
able to work and pull their fair share.
We are talking about at-risk youth. We
are also dealing with adult literacy,
and vocational education programs.
Together, these programs will prepare
the workforce of tomorrow.

Mr. President, this is really, I think,
a major achievement. I am enormously
grateful to my staff: to Jeffrey Teitz,
who has done an outstanding job on the
workforce and education issues; and to
Connie Gardner, who has done an ex-
traordinary job on vocational rehabili-
tation. Jeffrey Teitz, along with Sher-
ry Kaiman of Senator JEFFORDS' staff,
Dwayne Sattler of Senator DEWINE's
staff, and Brian Ahlberg of Senator
WELLSTONE's staff, worked for over a
year to fashion the consensus legisla-
tion which we are considering today. I
am proud of their work. I also want to
recognize Patricia Morrissey of Sen-
ator JEFFORDS' staff on vocational re-
habilitation.

All of us who are in support of this
legislation believe it will make Amer-
ica have the best educated and the best
trained workforce in the world; and
that those families who participate in
these programs will have the great op-
portunities open to them. It will enable
them to realize their own American
dreams. I hope my colleagues will sup-
port it overwhelmingly.

Mr. President, while employment
training legislation has not received
the same level of public attention as
some other issues on this year's agen-
da, very few bills will have a greater
impact on more Americans than the
Workforce Investment Partnership
Act.

The importance of highly developed
employment skills has never been
greater. The gap in earnings between
skilled and unskilled workers is stead-
ily widening. For those who enter the
workforce with good academic training
and well-developed career skills, this
new economy offers almost unlimited
potential. However, for those who lack
basic proficiency in language, math
and science and who have no career
skills, the new economy presents an in-
creasingly hostile environment.

An educated workforce has become
the most valuable resource in the mod-
ern economy. Our nation’s long term
economic vitality depends on the cre-
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ation of an effective, accessible, and
accountable system of job training and
career development which is open to
all our citizens. Schools must assume
more responsibility for preparing their
students to meet the challenges of the
21st, century workplace. Disadvantaged
adults and out of school youth need the
opportunity to develop job skills which
will make them productive members of
the community. Dislocated workers
who have been displaced by the rapid
pace of technological change deserve
the chance to pursue new careers. Indi-
viduals with disabilities need the op-
portunity to fully develop their career
potential. The way in which we respond
to these challenges today will deter-
mine how prosperous a nation we are in
the next century.

The Workforce Investment Partner-
ship Act, unanimously approved by the
Labor and Human Resources Com-
mittee will provide employment train-
ing opportunities for millions of Amer-
icans. It responds to the challenge of
the changing workplace by enabling
men and women to acquire the skills
required to enter the workforce and to
upgrade their skills throughout their
careers. It will provide them with ac-
cess to the educational tools that will
enable them not only to keep up, but
to get ahead.

The legislation is the product of a
true bipartisan collaboration. I want to
publicly commend Senators JEFFORDS
and DEWINE for the genuine spirit of
bipartisanship which has made this ef-
fort possible. Senator WELLSTONE and 1
appreciate it. The resulting legislation
will, T believe, truly expand career op-
tions, encourage greater program inno-
vation, and facilitate cooperative ef-
forts amongst business, labor, edu-
cation and state and local government.

The Workforce Investment Partner-
ship Act is designed to provide easy ac-
cess to state-of-the-art employment
training programs which are geared to
real job opportunities in the commu-
nity through a single, customer-friend-
ly system of One Stop Career Centers.
The cornerstones of this new system
are individual choice and quality labor
market information.

No training system can function ef-
fectively without accurate and timely
information. The frequent unavail-
ability of quality labor market infor-
mation is one of the most serious flaws
in the current system. This legislation
places a strong emphasis on providing
accurate and timely information about
what area industries are growing, what
skills those jobs require, and what
earning potential they have. Extensive
business community and organized
labor participation are encouraged in
developing a regional plan based on
this information. Once a career choice
is made, the individual must still se-
lect a training provider. At present,
many applicants make that choice
with a little or no reliable information.
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Under this bill, each training provider
will have to publicly report graduation
rates, job placement and retention
rates, and average earnings of grad-
uates.

Because of the extensive information
which will be available to each appli-
cant, real consumer choice in the selec-
tion of a career and of a training pro-
vider will be possible. The legislation
establishes individual training ac-
counts for financially eligible partici-
pants, which they can use to access ca-
reer education and skill training pro-
grams. Men and women seeking train-
ing assistance will no longer be limited
to a few predetermined options. As
long as there are real job opportunities
in the field selected and the training
provider meets established perform-
ance standards, the individual will be
free to choose which option best suits
his or her needs.

There is no challenge facing America
today which is tougher or more impor-
tant than providing at-risk, often out-
of-school, youth with meaningful edu-
cation and employment opportunities.
Far too many of our teenagers are
being left behind without the skills
needed to survive in the 21st century
economy. I am particularly pleased
with the commitment which the Work-
force Investment Partnership Act
makes to these young men and women.
This legislation authorizes a new ini-
tiative focused on teenagers living in
poverty in communities offering them
few constructive employment opportu-
nities. Each year, the Secretary of
Labor will award grants from a $250
million fund to innovative programs
designed to provide opportunities to
youth living in these areas. The pro-
grams will emphasize mentoring,
strong links between academic and
worksite learning, and job placement
and retention. It will encourage broad
based community participation from
local service agencies and area employ-
ers. These model programs will, we be-
lieve, identify the techniques which are
most effective in reaching those youth
at greatest risk.

This legislation also provides for the
continuation of JobCorps and the Sum-
mer Jobs Program as essential ele-
ments of a comprehensive effort to
help disadvantaged youth gain valuable
training and work experience.

The Workforce Investment Partner-
ship Act includes titles reauthorizing
major vocational education and adult
literacy programs. Both programs will
continue to be separately funded and
independently administered. We have
incorporated them in the Workforce
Act because they must be integral
components of any comprehensive
strategy to prepare people to meet the
demands of the 21st century workplace.

Students who participate in voca-
tional education must be provided with
both strong academic preparation and
advanced employment skills training.



7966

Recognizing this core principle, the
legislation supports broad-based career
preparation education which meets
both high academic standards and
teaches state-of-the-art technological
skills.

Adult literacy programs are essential
for the 27 percent of the adult popu-
lation who have not earned a high
school diploma or its equivalent.
Learning to read and communicate ef-
fectively are the first steps to career
advancement. A leading authority on
this issue, Professor Richard Wade of
the City University Graduate Center in
New York, has called adult literacy
**America’s Silent Scandal’’, and he’s
right. This legislation will increase ac-
cess to educational opportunities for
those people most in need of assistance
and enhance the quality of services
provided.

The Workforce Investment Partner-
ship Act will make it possible for mil-
lions of Americans to gain the skills
needed to compete in a global econ-
omy. I urge all of my colleagues to sup-
port it.

I yield the remainder of the time.

I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. JEFFORDS. Mr. President, 1
urge my colleagues to vote for this bill.
It is a tremendous step forward in help-
ing this Nation meet international
competition. I praise the staff on both
sides for making it possible for us to
come here in this great love fest that
we have had in the Chamber. Having
voted it out of the committee unani-
mously, I hope that this body would
see fit to do the same.

I yield back the remainder of my
time.

The PRESIDING OFFICER. The
question is, Shall the bill pass? The
yveas and nays have been ordered. The
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from North Carolina (Mr.
FAIRCLOTH) and the Senator from

North Carolina (Mr. HELMS) are nec-
essarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 91,
nays 7, as follows:

[Rolleall Vote No. 119 Leg.]
YEAS—91

Abraham Byrd Daschle
Akaka Campbell DeWine
Baucus Chafee Dodd
Bennett Cleland Domenici
Biden Coats Dorgan
Bingaman Cochran Durbin
Boxer Collins Enzi
Breaux Conrad Feingold
Bryan Coverdell Feinstein
Bumpers Craig Ford
Burns D’Amato Frist
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Glenn Kohl Robb
Gorton Kyl Roberts
Graham Landrieu Rockefeller
Gramm Lautenberg Roth
Grams Leahy Santorum
Grassley Levin Sarbanes
Grege Lieberman Sesslons
Hagsl ol Smith (OR)
Harkin Lugar P
Hatch Mack Specter
Hollings McCain Ste
Hutchinson McConnell dehi
Hutchison Mikulski Thomas
Inouye Moseley-Braun ~ Thomp
Jeffords Moynihan Thurmond
Johnson Murkowski Torricelli
Kempthorne Murray Warner
Kennedy Nickles Wellstone
Kerrey Reed Wyden
Kerry Reid
NAYS—T

Allard Brownback Smith (NH)
Asheroft Inhofe
Bond Shelby

NOT VOTING—2
Faircloth Helms

The bill (H.R. 1385), as amended, was
passed, as follows:

Resolved, That the bill from the House of
Representatives (H.R. 1385) entitled “"An Act
to consolidate, coordinate, and improve em-
ployment, training, literacy, and vocational
rehabilitation programs in the United
States, and for other purposes.””, do pass
with the following amendment:

Strike out all after the enacting clause and
insert:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE—This Act may be cited as
the ""Workforce Investment Partnership Act of
1998,

(b) TABLE OF CONTENTS.—The table of con-
tents is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Definitions.

TITLE I—VOCATIONAL, TECHNOLOGICAL,
AND TECH-PREP EDUCATION

. 101. Short title.

. 102. Findings and purpose.

. 103. Voluntary selection and participation.

. 104. Construction.

Subtitle A—Vocational Education

CHAPTER 1—FEDERAL PROVISIONS
111. Reservations and State allotment.

112. Performance measures and erpected
levels of performance.

Assistance for the outlying areas.

Indian and Hawaiian Native pro-
grams.

Tribally controlled postsecondary wvo-
cational institutions.

Incentive grants.

CHAPTER 2—STATE PROVISIONS

121. State administration.

122. State use of funds.

123. State leadership activities.

124. State plan.
CHAPTER 3—LOCAL PROVISIONS

131. Distribution for secondary school vo-

cational education.
132. Distribution for postsecondary voca-
tional education.

133. Local activities.

134. Local application.

135. Consortia.

Subtitle B—Tech-Prep Education

151. Short title.

152, Purposes.

153. Definitions.

154. Program authorized.

155. Tech-prep education programs.
156. Applications.

Sec.
Sec.

113.
114.

Sec.
Sec.

Sec. 115.

Sec. 116.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec,

Sec.
Sec.
Sec.
Sec.
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Sec.

May 5, 1998

Sec. 157. Authorization of appropriations.
Sec. 158. Demonstration program.
Subtitle C—General Provisions
Administrative provisions.
Evaluation, improvement,
countability.
National activities.
National assessment of vocational edu-
cation programs.
National research center.
Data systems.
Promoting scholar-athlete
tions.
Sec. 168. Definition.
Subtitle D—Authorization of Appropriations
Sec, 171. Authorization of appropriations.
Subtitle E—Repeal
Sec. 181. Repeal.
TITLE I—ADULT EDUCATION AND
LITERACY
Sec. 201. Short title.
Sec. 202. Findings and purpose.
Subtitle A—Adult Education and Literacy
Programs
CHAPTER 1—FEDERAL PROVISIONS

Sec. 211. Reservation; grants to States; allot-
ments.
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levels of performance.
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Definitions.
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Sec. 409. Labor market information.
Sec. 410. Technical amendments.

Subtitle B—Linkages With Other Programs

Sec. 421. Trade Act of 1974.
Sec. 422. Veterans' employment programs.
Sec. 423. Older Americans Act of 1965.
Subtitle C—Twenty-First Century Workforce
Commission

Short titie.

Findings.

Definitions.

Establishment of Twenty-First Cen-
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501. State unified plan.

502. Definitions for core indicators of per-
Jormance.

503. Transition provisions.

504. Privacy.

505. Limitation.

506, Effective date.

TITLE VI—REHABILITATION ACT

AMENDMENTS OF 1998

Short title.

Title.

General provisions.

Vocational rehabilitation services.

Research and training.

Professional development and special
projects and demonstrations.

National Council on Disability.

Rights and advocacy.

Employment opportunities for individ-
uals with disabilities.

Independent living services and cen-
ters for independent living.

Helen Keller National Center Act.

President’s Committee on Employment
of People With Disabilities.

Sec. 613. Conforming amendments.

SEC. 2. DEFINITIONS.

In this Act:

(1) ApuLr.—In paragraph (14) and title 111
(other than section 302), the term ‘“adult"
means an individual who is age 22 or older.

(2) ADULT EDUCATION.—The term “adult edu-
cation” means services or instruction below the
postsecondary level for individuals—

(A) who have attained 16 years of age or who
are beyond the age of compulsory school attend-
ance under State law;

(B) who are not enrolled in secondary school;
and

(C) who—

(i) lack sufficient mastery of basic educational
skills to enable the individuals to function effec-
tively in society;

(ii) do not possess a secondary school diploma
or its recognized equivalent; or

(iti) are unable to speak, read, or write the
English language.

(3) AREA VOCATIONAL EDUCATION SCHOOL.—
The term “‘area vocational education school’
means—

(A) a specialized public secondary school used
exclusively or principally for the provision of
vocational education for individuals who seek to
study and prepare for entering the labor market;

(B) the department of a public secondary
school erclusively or principally used for pro-
viding vocational education in not fewer than 5
different occupational fields to individuals who
are available for study in preparation for enter-
ing the labor market;

(C) a public or nonprofit technical institute or
vocational school used exclusively or principally
Jor the provision of vocational education to in-
dividuals who—
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(i)(1) have completed public secondary school;
or

(11) have left public secondary school; and

(ii) seek to study and prepare for entering the
labor market; or

(D) the department or division of a junior col-
lege, community college, or university that—

(i) operates under the policies of the appro-
priate State agency that oversees postsecondary
education and is approved under subpart 2 of
part H of title IV of the Higher Education Act
of 1965 (20 U.S.C. 1099b et seq.); and

(ii) provides vocational education in not fewer
than 5 different occupational fields leading to
immediate employment but not necessarily lead-
ing to a degree, and

(iii) admits as regular students both individ-
uals who have completed public secondary
school and individuals who have left public sec-
ondary school.

(4) CHIEF ELECTED OFFICIAL.—The term ‘‘chief
elected official”” means—

(A) the chief elected erecutive officer of a unit
of general local government in a local area; and

(B) in a case in which a local area includes
more than 1 unit of general local government,
the individuals designated under the agreement
described in section 308(d)(1)(B)(i).

{5) DISADVANTAGED ADULT.—In title III, and
except as provided in section 302, the term “‘dis-
advantaged adult’’ means an adult who is a
low-income individual.

(6) DISLOCATED WORKER.—The term ‘‘dis-
located worker’' means an individual who—

(A)i) has been terminated or laid off, or who
has received a notice of termination or layoff,
Sfrom employment;

(ii)(1) is eligible for or has erhausted entitle-
ment to unemployment compensation; or

(I has been employed for a duration suffi-
cient to demonstrate, to the appropriate entity
at a one-stop customer service center, atltach-
ment to the workforce, but is not eligible for un-
employment compensation due to insufficient
earnings or having performed services for an
employer that were not covered under a State
unemployment compensation law; and

(iii) is unlikely to return to a previous indus-
try or occupation;

(BNi) has been terminated or laid off, or has
received a notice of termination or layoff, from
employment as a result of any permanent clo-
sure of, or any substantial layoff at, a plant, fa-
cility, or enterprise;

(ii) is employed at a facility at which the em-
ployer has made a general announcement that
such facility will close within 180 days; or

(iii) for purposes of eligibilily to receive serv-
ices under title 111 other than training services
described in section 315(c)(3), intensive services,
or supportive services, is employed at a facility
at which the employer has made a general an-
nouncement that such facility will close;

(C) was self-employed (including employment
as a farmer, a rancher, or a fisherman) but is
unemployed as a result of general economic con-
ditions in the community in which the indi-
vidual resides or because of natural disasters; or

(D) is a displaced homemaker.

(7) DISPLACED HOMEMAKER.—The term ‘‘dis-
placed homemaker” means an individual who
has been providing unpaid services to family
members in the home and who—

(A) has been dependent on the income of an-
other family member but is no longer supported
by that income; and

(B) is unemployed or underemployed and is
erperiencing difficulty in obtaining or upgrad-
ing employment.

(8) ECONOMIC DEVELOPMENT AGENCIES.—The
term “‘economic development agencies" includes
local planning and 2oning commissions or
boards, community development agencies, and
other local agencies and institutions responsible
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Jor regulating, promoting, or assisting in local
economic development.

(9) EDUCATIONAL SERVICE AGENCY.—The term
“educational service agency'’ means a regional
public multiservice agency authorized by State
statute to develop and manage a service or pro-
gram, and provide the service or program to a
local educational agency.

(10) ELEMENTARY SCHOOL, LOCAL EDU-
CATIONAL AGENCY.—The terms ‘‘elementary
school” and "“local educational agency'' have
the meanings given the terms in section 14101 of
the Elementary and Secondary Education Act of
1965 (20 U.S.C. 8801).

(11) ELIGIBLE AGENCY.—The term ‘‘eligible
agency'’ in the case of vocational education, or
adult education and literacy, activities or re-
quirements described in this Act, means the sole
entity or agency in a State or an outlying area
responsible for administering or supervising pol-
icy for vocational education, or adult education
and literacy, respectively, in the State or out-
lying area, respectively, consistent with the law
of the State or outlying area, respectively.

(12) ELIGIBLE INSTITUTION.—In title I, the
term “‘eligible institution’ means—

{A) an institution of higher education;

(B) a local educational agency providing edu-
cation at the postsecondary level;

(C) an area vocational education school pro-
viding education at the postsecondary level;

(D) a postsecondary educational institution
controlled by the Bureaw of Indian Affairs or
operated by or on behalf of any Indian tribe
that is eligible to contract with the Secretary of
the Interior for the administration of programs
under the Indian Self-Determination Act or the
Act of April 16, 1934 (48 Stat. 596; 25 U.8.C. 452
et seq.); and

(E) a consortium of 2 or more of the entities
described in subparagraphs (A) through (D).

(13) ELIGIBLE PROVIDER.—The term “‘eligible
provider''—

(A) in title 11, means—

(i) a local educational agency,

(ii) a community-based organization;

(iii) an institution of higher education;

(iv) a public or private nonprofit agency;

(v) a consortium of such agencies, organiza-
tions, or institutions; or

(vi) a library; and

(B) in title 111, used with respect to—

(i) training services (other than on-the-job
training), means a provider who is identified in
accordance with section 312;

(ii) youth activities, means a provider who is
awarded a grant in accordance with section 313;
oar

(iii) other workforce investment activities,
means a public or private entity selected to be
responsible for such activities, in accordance
with subtitle A of title 111, such as a one-stop
customer service center operator designated or
certified under section 311.

(14) EMPLOYMENT AND TRAINING ACTIVITY.—
The term ‘“‘employment and training activity''
means an activity described in section 314(b)(1)
or subsection (c)(1) or (d) of section 315, carried
out for an adult or dislocated worker.

(15) ENGLISH LITERACY PROGRAM.—The term
“English literacy program' means a program of
instruction designed to help individuals of lim-
ited English proficiency achieve competence in
the English language.

(16) GOVERNOR.—The term “‘Governor’ means
the chief executive officer of a State.

(I7) INDIVIDUAL WITH A DISABILITY .—

(A) IN GENERAL—The term “‘individual with a
disability' means an individual with any dis-
ability (as defined in section 3 of the Americans
with Disabilities Act of 1990 (42 U.5.C. 12102)).

(B) INDIVIDUALS WITH DISABILITIES—The term
“individuals with disabilities’’ means more than
1 individual with a disability.
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(18) INDIVIDUAL OF LIMITED ENGLISH PRO-
FICIENCY.—The term “individual of limited
English proficiency'" means an adult or out-of-
school youth who has limited ability in speak-
ing, reading, writing, or understanding the
English language, and— ;

(A) whose native language is a language other
than English; or

(B) who lives in a family or community envi-
ronment where a language other than English is
the dominant language.

(19) INSTITUTION OF HIGHER EDUCATION. —Ez-
cept for purposes of subtitle B of title I, the term
“institution of higher education' means an in-
stitution of higher education, as defined in sec-
tion 1201(a) of the Higher Education Act of 1965
(20 U.S.C. 1141(a)).

(20) LITERACY.—

(A) IN GENERAL.—The term “‘literacy’ means
an individual's ability to read, write, and speak
in English, compute, and solve problems, at lev-
els of proficiency necessary to function on the
job and in society.

(B) WORKPLACE LITERACY PROGRAM.—The
term ‘“‘workplace literacy program’ means a
program of literacy activities that is offered for
the purpose of improving the productivity of the
workforce through the improvement of literacy
skills.

(21) LOoCAL AREA—In paragraph (4) and title
111, the term “local area’ means a local work-
force investment area designated under section
307.

(22) LOCAL PARTNERSHIP.—In title IlI, the
term ‘‘local partnership’ means a local work-
force investment partnership established under
section 308(a).

(23) LOCAL PERFORMANCE MEASURE.—The term
“local performance measure'' means a perform-
ance measure established under section 321(c).

(24) LOW-INCOME INDIVIDUAL.—In paragraph
(51) and litle 111, the term ‘“‘low-income indi-
vidual'' means an individual who—

(A) receives, or is a member of a family that
receives, cash payments under a Federal, State,
or local income-based public assistance program;

(B) received an income, or is a member of a
family that received a total family income, for
the 6-month period prior to application for the
program involved (exclusive of unemployment
compensation, child support payments, pay-
ments described in subparagraph (A), and old-
age and survivors insurance benefits received
under section 202 of the Social Security Act (42
U.S8.C. 402)) that, in relation to family size, does
not erceed the higher of—

(1) the poverty line, for an equivalent period;
or

{ii) 70 percent of the lower living standard in-
come level, for an equivalent period;

(C) is a member of a household that receives
(or has been determined within the 6-month pe-
riod prior to application for the program in-
volved to be eligible to receive) food stamps pur-
suant to the Food Stamp Act of 1977 (T U.S.C.
2011 et seq.);

(D) qualifies as a homeless individual, as de-
fined in subsections (a) and (c) of section 103 of
the Stewart B. McKinney Homeless Assistance
Act (42 U.8.C. 11302);

(E) is a foster child on behalf of whom State
or local government payments are made; or

(F) in cases permitted by regulations of the
Secretary of Labor, is an individual with a dis-
ability whose own income meets the require-
ments of a program described in subparagraph
(A) or of subparagraph (B), but who is a mem-
ber of a family whose income does not meet such
requirements.

(25) LOWER LIVING STANDARD INCOME LEVEL.—
The term “‘lower living standard income level”
means that income level (adjusted for regional,
metropolitan, urban, and rural differences and
Jamily size) determined annually by the Sec-
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retary of Labor based on the most recent lower
living family budget issued by the Secretary of
Labor,

(26) NONTRADITIONAL EMPLOYMENT.—In titles
I and III, the term ‘‘nontraditional employ-
ment'" refers to occupations or fields of work for
which individuals from one gender comprise less
than 25 percent of the individuals employed in
each such occupation or field of work.

{27) ON-THE-JOB TRAINING.—The term "‘on-the-
job training’ means training in the public or
private sector that is provided to a paid partici-
pant while engaged in productive work in a job
that—

(A) provides knowledge or skills essential to
the full and adequate performance of the job;

(B) provides reimbursement to employers of up
to 50 percent of the wage rate of the participant,
Jor the ertraordinary costs of providing the
training and additional supervision related to
the training; and

(C) is limited in duration as appropriate to the
occupation for which the participant is being
trained.

(28) OUT-OF-SCHOOL YOUTH.—The term “‘out-
of-school youth'' means—

(A) a youth who is a school dropout; or

(B) a youth who has received a secondary
school diploma or its equivalent but is basic lit-
eracy skills deficient, unemployed, or under-
employed.

(29) OUTLYING AREA.—The term ‘‘outlying
area” means the United States Virgin Islands,
Guam, American Samoa, the Commonwealth of
the Northern Mariana [slands, the Republic of
the Marshall Islands, the Federated States of
Micronesia, and the Republic of Palau.

(30) PARTICIPANT.—The term ‘‘participant’,
used with respect to an activity carried out
under title I1I, means an individual partici-
pating in the activity.

(31) POSTSECONDARY EDUCATIONAL INSTITU-
TION.—The term '‘postsecondary educational in-
stitution" means—

(A) an institution of higher education that
provides not less than a 2-year program of in-
struction that is acceptable for credit toward a
bachelor’s degree;

(B) a tribally controlled community college; or

(C) a nonprofit educational institution offer-
ing certificate or apprenticeship programs at the
postsecondary level.

(32) POVERTY LINE.—The term “poverly line"”
means the poverty line (as defined by the Office
of Management and Budget, and revised annu-
ally in accordance with section 673(2) of the
Community Services Block Grant Act (42 U.S.C.
9902(2))) applicable to a family of the size in-
volved.

(33) PUBLIC ASSISTANCE.—In title I1I, the term
“‘public assistance” means Federal, State, or
local government cash payments for which eligi-
bility is determined by a needs or income test.

(34) RAPID RESPONSE ACTIVITY.—In title 111,
the term “rapid response activity'' means an ac-
tivity provided by a State, or by an entity des-
ignated by a State, with funds provided by the
State under section 306(a)(2), in the case of a
permanent closure or mass layoff at a plant, fa-
cility, or enterprise, or a natural or other dis-
aster, that results in mass job dislocation, in
order Lo assist dislocated workers in obtaining
reemployment as soon as possible, with services
including—

(A) the establishment of onsite contact with
employers and employee representatives—

(i) immediately after the State is notified of a
current or projected permanent closure or mass
layoff; or

(ii) in the case of a disaster, immediately after
the State is made aware of mass job dislocation
as a result of such disaster;

(B) the provision of information and access to
available employment and training activities;
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(C) assistance in establishing a labor-manage-
ment committee, voluntarily agreed to by labor
and management, with the ability to devise and
implement a strategy for assessing the employ-
ment and training needs of dislocated workers
and oblaining services to meet such needs;

(D) the provision of emergency assistance
adapted to the particular closure, layoff, or dis-
aster; and

(E) the provision of assistance to the local
community in developing a coordinated response
and in obtaining access to State economic devel-
opment assistance.

(35) ScHoOL DROPOUT.—The term ‘‘school
dropout’ means an individual who is no longer
attending any school and who has not received
a secondary school diploma or its recognized
equivalent.

(36) SECONDARY SCHOOL—The term ‘‘sec-
ondary school’' has the meaning given the term
in section 14101 of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 8801),
except that the term does not include education
below grade 9.

(37) SECRETARY . —

(A) TITLES 1 AND 1I.—In titles I and I, the
term ‘‘Secretary’’ means the Secretary of Edu-
cation,

(B) TiTLE HI—In title III, the term 'Sec-
retary '’ means the Secretary of Labor.

(38) STATE.—The term “‘State’’ means each of
the several States of the United States, the Dis-
trict of Columbia, and the Commonwealth of
Puerto Rico.

(39) STATE EDUCATIONAL AGENCY.—The term
“State educational agency' means the State
bhoard of education or other agency or officer
primarily responsible for the State supervision of
public elementary or secondary schools, or, if
there is no such agency or officer, an agency or
officer designated by the Governor or by State
law.

(40) STATE PERFORMANCE MEASURE.—In title
I, the term *'State performance measure”’
means a performance measure established under
section 321(b).

(41) STATEWIDE PARTNERSHIP.—The term
“statewide partnership” means a partnership
established under section 303.

(42) SUPPORTIVE SERVICES.—

(A) TITLE I.—In title I, the term '‘supportive
services' means services related to curriculum
modification, equipment modification, classroom
modification, supportive personnel, and instruc-
tional aids and devices.

(B) TITLE HI.—In title [lI, the term ‘‘sup-
portive services'' means services such as trans-
portation, child care, dependent care, housing,
and needs-based payments, that are necessary
to enable an individual to participate in employ-
ment and training activities or youth activities.

(43) TRIBALLY CONTROLLED COMMUNITY COL-
LEGE.—The term “‘tribally controlled community
college” means an institution that receives as-
sistance under the Tribally Controlled Commu-
nity College Assistance Act of 1978 (25 U.S.C.
1801 et seq.) or the Navajo Community College
Act (25 U.S8.C. 640a et seq.).

(44) UNIT OF GENERAL LOCAL GOVERNMENT.—
In title 111, the term "‘unit of general local gov-
ernment’ means any general purpose political
subdivision of a State that has the power to levy
tares and spend funds, as well as general cor-
porate and police powers.

(45) VETERAN; RELATED DEFINITIONS.—

(A) VETERAN.—The term ‘“‘veteran'’ means an
individual who served in the active military,
naval, or air service, and who was discharged or
released from such service under conditions
other than dishonorable.

(B) RECENTLY SEPARATED VETERAN.—The term
“recently separated veteran' means any vet-
eran who applies for participation under title
I within 48 months of the discharge or release
from active military, naval, or air service.
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(46) VOCATIONAL EDUCATION.—The term ‘‘vo-
cational education’ means organized education
that—

(A) offers a sequence of courses that provides
individuals with the academic and technological
knowledge and skills the individuals need to
prepare for further education and for careers
(other than careers reguiring a baccalaureate,
master’s, or doctoral degree) in current or
emerging employment sectors; and

(B) includes competency-based applied learn-
ing that contributes to the academic knowledge,
higher-order reasoning and problem-solving
skills, work attitudes, general employability
skills, technological skills, and occupation-spe-
cific skills, of an individual.

(47) VOCATIONAL REHABILITATION PROGRAM.—
The term ‘“‘vocational rehabilitation program’
means a program assisted under title I of the
Rehabilitation Act of 1973 (29 U.8.C. 720 et seq.).

(48) VOCATIONAL STUDENT ORGANIZATION,—

(A) IN GENERAL.—The term “‘vocational stu-
dent organization’ means an organization for
individuals enrolled in a vocational education
program.

(B) STATE AND NATIONAL UNITS.—An organi-
zation described in subparagraph (4) may have
State and national units that aggregate the
work and purposes of instruction in vocational
education at the local level.

(49) WELFARE RECIPIENT.—The term “‘welfare
recipient'’ means a person receiving payments
described in paragraph (24)(A).

(50) WORKFORCE INVESTMENT ACTIVITY.—The
term “‘workforce investment activity'' means an
employment and training activity, a youth ac-
tivity, and an activity described in section 314.

(51) YourH.—In paragraph (52) and title 111
{other than section 302 and subtitles B and C of
such title), the term “‘youth' means an indi-
vidual who—

(A) is not less than age 14 and not more than
age 21;

(B) is a low-income individual; and

(C) an individual who is 1 or more of the fol-
lowing:

(i) Deficient in basic literacy skills.

(ii) A school dropoul.

(iti) Homeless, a runaway, or a foster child.

(iv) Pregnant or a parent.

(v) An offender.

(vi) An individual who requires additional as-
sistance to complete an educational program, or
to secure and hold employment.

(52) Yourh Activiry.—The term “‘youth activ-
ity”’ means an activity described in section 316,
carried out for youth,

(53) YOUTH PARTNERSHIP.—The term ‘‘youth
partnership’ means a partnership established
under section 308(i).

TITLE I—=VOCATIONAL, TECHNOLOGICAL,
AND TECH-PREP EDUCATION
SEC. 101. SHORT TITLE.

This title may be cited as the “*'Carl D. Perkins
Vocational and Applied Technology Education
Act of 1998".

SEC. 102, FINDINGS AND PURPOSE.

(a) FINDINGS.—Congress finds that—

(1) in order to be successful workers, citizens,
and learners in the 21st century, individuals
will need—

(4) a combination of strong basic and ad-
vanced academic skills;

(B) computer and other technical skills;

(C) theoretical knowledge;

(D) communications, problem-solving, team-
work, and employability skills; and

(E) the ability to acguire additional knowl-
edge and skills throughout a lifetime;

{2) students participating in vocational edu-
cation can achieve challenging academic and
technical skills, and may learn beiter and retain
more, when the students learn in context, learn
by doing, and have an opportunity to learn and
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understand how academic, wvocational, and
technological skills are used outside the class-
room;

(3)(A) many high school graduates in the
United States do not complete a rigorous course
of study that prepares the graduates for com-
pleting a 2-year or 4-year college degree or for
entering high-skill, high-wage careers;

(B) adult students are an increasingly diverse
group and often enter postsecondary education
unprepared for academic and technical work;
and

(C) certain individuals often fuce great chal-
lenges in acquiring the knowledge and skills
needed for successful employment,;

(4) community colleges, technical colleges, and
area vocational education schools are offering
adults a gateway to higher education, and ac-
cess to quality certificates and degrees that in-
crease their skills and earnings, by—

(A) ensuring that the academic, vocational,
and technological skills gained by students ade-
quately prepare the students for the workforce;
and

(B) enhancing connections with employers
and 4-year institutions of higher education;

(5) local, State, and national programs sup-
ported under the Carl D. Perkins Vocational
and Applied Technology Education Act (20
U.S8.C. 2301 et seq.) (as such Act was in effect on
the day before the date of enactment of this Act)
have assisted many students in obtaining tech-
nical, academic, and employability skills, and
tech-prep education;

(6) the Federal Government can assist States
and localities by carrying out nationally signifi-
cant research, program development, demonstra-
tion, dissemination, evaluation, data collection,
professional development, and technical assist-
ance activities that support State and local ef-
Jorts regarding vocational education; and

(7) through a performance partnership with
States and localities based on clear pro-
grammatic goals, increased State and local flexi-
bility, improved accountability, and perform-
ance measures, the Federal Government will
provide to States and localities financial assist-
ance for the improvement and expansion of vo-
cational education for students participating in
vocational education.

(b) PUrRPOSE.—The purpose of this title is to
make the United States more compelitive in the
world ecomomy by developing more fully the
academic, technological, vocational, and em-
ployability skills of secondary students and
postsecondary students who elect to enroll in
vocational education programs, by—

(1) building on the efforts of States and local-
ities to develop challenging academic standards;

(2) promoting the development of services and
activities that integrate academic, vocational,
and technological instruction, and that link sec-
ondary and postsecondary education for partici-
pating vocational education students;

(3) increasing State and local flexibility in
providing services and activities designed to de-
velop, implement, and improve vocational edu-
cation, including tech-prep education; and

(4) disseminating national research, and pro-
viding professional development and technical
assistance, thal will improve vocational edu-
cation programs, services, and activities.

SEC. 103. VOLUNTARY SELECTION AND PARTICI-
PATION.

No funds made available under this title shall
be used—

(1) to require any secondary school student to
choose or pursue a specific career path or major,
and

(2) to mandate that any individual participate
in a vocational education program, including a
vocational education program that requires the
attainment of a federally funded skill level or
standard.
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SEC. 104. CONSTRUCTION.

Nothing in this Act shall be construed to per-
mit, allow, encourage, or authorize any Federal
control over any aspect of a privale, religious,
or home school, regardless of whether a home
school is treated as a private school or home
school under State law. This section shall not be
construed to bar students attending private, re-
ligious, or home schools from participation in
programs or services under this Act.

Subtitle A—Vocational Education
CHAPTER 1—FEDERAL PROVISIONS

SEC. 111. RESERVATIONS AND STATE ALLOT-
MENT.

(@) RESERVATIONS AND STATE ALLOTMENT —

(1) RESERVATIONS.—From the sum appro-
priated under section 171 for each fiscal year,
the Secretary shall reserve—

(A) 0.2 percent to carry out section 113;

(B) 1.80 percent to carry out sections 114 and
115, of which—

(i) 1.25 percent of the sum shall be available to
carry out section 114(b);

(ii) 0.25 percent of the sum shall be available
to carry out section 114(c); and

(iii) 0.30 percent of the sum shall be available
to carry out section 115; and

(C) 1.3 percent to carry out sections 116, 163,
164, 165, and 166, of which not less than 0.65
percent of the sum shall be available to carry
out section 116 for each of the fiscal years 2001
through 2005.

(2) STATE ALLOTMENT FORMULA.—Subject to
paragraphs (3) and (4), from the remainder of
the sums appropriated under section 171 and not
reserved under paragraph (1) for a fiscal year,
the Secretary shall allot to a State for the fiscal
year—

(A) an amount that bears the same ratio to 50
percent of the sums being allotted as the product
of the population aged 15 to 19 inclusive, in the
State in the fiscal year preceding the fiscal year
Jor which the determination is made and the
State’s allotment ratio bears to the sum of the
corresponding products for all the States;

(B} an amount that bears the same ratio to 20
percent of the sums being allotted as the product
of the population aged 20 to 24, inclusive, in the
State in the fiscal year preceding the fiscal year
for which the determination is made and the
State’s allotment ratio bears to the sum of the
corresponding products for all the States;

(C) an amount that bears the same ratio to 15
percent of the sums being allotted as the product
of the population aged 25 to 65, inclusive, in the
State in the fiscal year preceding the fiscal year
Jor which the determination is made and the
State's allotment ratio bears to the sum of the
corresponding products for all the States; and

(D) an amount that bears the same ratio to 15
percent of the sums being allotted as the
amounts allotted to the State under subpara-
graphs (A), (B), and (C) for such years bears to
the sum of the amounts allotled to all the States
under subparagraphs (A), (B), and (C) for such
year.

(3) MINIMUM ALLOTMENT.—

(A) IN GENERAL.—Notwithstanding any other
provision of law and subject to subparagraphs
(B) and (C), and paragraph (4), no State shall
receive for a fiscal year under this subsection
less than : of 1 percent of the amount appro-
priated under section 171 and not reserved
under paragraph (1) for such fiscal year.
Amounts necessary for increasing such pay-
ments to States to comply with the preceding
sentence shall be obtained by ratably reducing
the amounts to be paid to other States.

(B) REQUIREMENT.—Due to the application of
subparagraph (A), for any fiscal year, no State
shall receive more than 150 percent of the
amount the State received under this subsection
for the preceding fiscal year (or in the case of
fiscal year 1999 only, under section 101 of the
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Carl D. Perkins Vocational and Applied Tech-
nology Education Act, as such section was in ef-
fect on the day before the date of enactment of
this Act).

(C) SPECIAL RULE.—

(i) IN GENERAL.—Subject to paragraph (4), no
State, by reason of subparagraph (A4), shall be
a}:‘otted for a fiscal year more than the lesser
o s

(1) 150 percent of the amount that the State
received in the preceding fiscal year (or in the
case of fiscal year 1999 only, under section 101
of the Carl D. Perkins Vocational and Applied
Technology Education Act, as such section was
in effect on the day before the date of enactment
of this Act); and

(11) the amount calculated under clause (ii).

(ii) AMOUNT.—The amount calculated under
this clause shall be determined by multiplying—

(1) the number of individuals in the State
counted under paragraph (2) in the preceding
fiscal year; by

(11) 150 percent of the national average per
pupil payment made with funds available under
this section for that year (or in the case of fiscal
year 1999, only, under section 101 of the Carl D.
Perkins Vocational and Applied Technology
Education Act, as such section was in effect on
the day before the date of enactment of this
Act).

(4) HOLD HARMLESS.—

(A) IN GENERAL.—No State shall receive an al-
lotment under this section for a fiscal year that
is less than the allotment the State received
under part A of title I of the Carl D. Perkins
Vocational and Applied Technology Education
Act (20 U.S.C. 2311 et seq.) (as such part was in
effect on the day before the date of enactment of
this Act) for fiscal year 1997.

(B) RATABLE REDUCTION.—If for any fiscal
year the amount appropriated for allotments
under this section is insufficient to satisfy the
provisions of subparagraph (A), the payments to
all States under such subparagraph shall be rat-
ably reduced.

(b) REALLOTMENT.—If the Secretary deter-
mines that any amount of any State's allotment
under subsection (a) for any fiscal year will not
be required for such fiscal year for carrying out
the activities for which such amount has been
allotted, the Secretary shall make such amount
available for reallotment. Any such reallotment
among other States shall occur on such dates
during the same year as the Secretary shall fir,
and shall be made on the basis of criteria estab-
lished by regulation. No funds may be reallotted
for any use other than the use for which the
Junds were appropriated. Any amount reallotted
to a State under this subsection for any fiscal
vear shall remain available for obligation dur-
ing the succeeding fiscal year and shall be
deemed to be part of the State’s allotment for
the year in which the amount is obligated.

(¢) ALLOTMENT RATIO—

(1) IN GENERAL.—The allotment ratio for any
State shall be 1.00 less the product of—

(4) 0.50; and

(B) the quotient obtained by dividing the per
capita income for the State by the per capita in-
come for all the States (exclusive of the Com-
monwealth of Puerto Rico and the United States
Virgin Islands), excepl that—

(i) the allotment ratio in no case shall be more
than 0.60 or less than 0.40; and

(ii) the allotment ratio for the Commonwealth
of Puerto Rico and the United States Virgin Is-
lands shall be 0.60.

(2) PROMULGATION.—The allotment ratios
shall be promulgated by the Secretary for each
fiscal year between October 1 and December 31
of the fiscal year preceding the fiscal year for
which the determination is made. Allotment ra-
tios shall be computed on the basis of the aver-
age of the appropriate per capita incomes for
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the 3 most recent consecutive fiscal years for
which satisfactory data are available.

(3) DEFINITION OF PER CAPITA INCOME,—For
the purpose of this section, the term “‘per capila
income' means, with respect to a fiscal year, the
total personal income in the calendar year end-
ing in such year, divided by the population of
the area concerned in such year.

(4) POPULATION DETERMINATION.—For the
purposes of this section, population shall be de-
termined by the Secretary on the basis of the
latest estimates available to the Department of
Education.

(d) DEFINITION OF STATE—For the purpose of
this section, the term ‘‘State’ means each of the
several States of the United States, the Common-
wealth of Puerto Rico, the District of Columbia,
and the United States Virgin Islands.

SEC. 112. PERFORMANCE MEASURES AND EX-
PECTED LEVELS OF PERFORMANCE.

(@) PUBLICATION OF PERFORMANCE MEAS-
URES.—

(1) IN GENERAL.—The Secretary shall publish
the following performance measures lo assess
the progress of each eligible agency:

(A) Student attainment of academic skills.

(B) Student attainment of job readiness skills.

(C) Student attainment of vocational skill pro-
ficiencies for students in voecational education
programs, that are necessary for the receipt of a
secondary school diploma or its recognized
equivalent, or a secondary school skill certifi-
cate.

(D) Receipt of a postsecondary degree or cer-
tificate.

(E) Retention in, and completion of, sec-
ondary school education (as determined under
State law), placement in, retention in, and com-
pletion of postsecondary education, employ-
ment, or military service.

(F) Participation in and completion of voca-
tional education programs that lead fto non-
traditional employment.

(2) SPECIAL RULE.—The Secretary shall estab-
lish 1 set of performance measures for students
served under this title, including populations
described in section 124(c)(16).

(b) EXPECTED LEVELS OF PERFORMANCE.—In
developing a State plan, each eligible agency
shall negotiate with the Secretary the erpected
levels of performance for the performance meas-
ures described in subsection (a).

SEC. 113. ASSISTANCE FOR THE OUTLYING
AREAS.

(a) IN GENERAL—From the funds reserved
under section 111(a)(1)(A), the Secretary—

(1) shall award a grant in the amount of
$500,000 to Guam for vocational education and
training for the purpose of providing direct edu-
cational services related to vocational edu-
cation, including—

(A) teacher and counselor training and re-
training,

(B) curriculum development; and

(C) improving vocational education programs
in secondary schools and institutions of higher
education, or improving cooperative education
programs involving both secondary schools and
institutions of higher education; and

(2) shall award a grant in the amount of
$190,000 to each of American Samoa and the
Commonwealth of the Northern Mariana Is-
lands for vocational education for the purpose
described in paragraph (1).

(b) SPECIAL RULE,—

(1) IN GENERAL.—From funds reserved under
section 111(a)(1){A) and not awarded under sub-
section (a), the Secretary shall make available
the amount awarded to the Republic of the Mar-
shall Islands, the Federated States of Micro-
nesia, and the Republic of Palau under section
101A of the Carl D. Perkins Vocational and Ap-
plied Technology Education Act (as such section
was in effect on the day before the date of en-
actment of this Aet) to award grants under the
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succeeding sentence. From the amount made
available under the preceding sentence, the Sec-
retary shall award grants, to Guam, American
Samoa, the Commonwealth of the Northern
Mariana Islands, the Republic of the Marshall
Islands, the Federated States of Micronesia, or
the Republic of Palau for the purpose described
in subsection (a)(1).

(2) AWARD BASIS.—The Secretary shall award
grants pursuant to paragraph (1) on a competi-
tive basis and pursuant to recommendations
from the Pacific Region Educational Laboratory
in Honolulu, Hawaii.

(3) TERMINATION OF ELIGIBILITY.—Notwith-
standing any other provision of law, the Repub-
lic of the Marshall Islands, the Federated States
of Micronesia, and the Republic of Palau shall
not receive any funds under this title for any
fiscal year that begins after September 30, 2004.

(4) ADMINISTRATIVE ¢€08TS.—The Secretary
may provide not more than 5 percent of the
funds made available for grants under this sub-
section to pay the administrative costs of the
Pacific Region Educational Laboratory regard-
ing activities assisted under this subsection.

SEC. 114. INDIAN AND HAWAIIAN NATIVE PRO-
GRAMS.

(@) DEFINITIONS; AUTHORITY OF SECRETARY.—

(1) DEFINITIONS.—For the purpose of this sec-
tion—

(A) the term “Act of April 16, 1934'" means the
Act entitled “*An Act authorizing the Secretary
of the Interior to arrange with States or terri-
tories for the education, medical attention, relief
of distress, and social welfare of Indians, and
for other purposes’’, enacted April 16, 1934 (48
Stat. 596; 25 U.5.C. 452 et seq.);

(B) the term "'Bureau funded school” has the
meaning given the term in section 1146 of the
Education Amendments of 1978 (25 U.S.C. 2026);

(C) the term “‘Hawaiian native'' means any
individual any of whose ancestors were natives,
prior to 1778, of the area which now comprises
the State of Hawaii; and

(D) the terms ‘‘Indian’ and ‘‘Indian tribe'’
have the meanings given the lerms in section 2
of the Tribally Controlled Community College
Assistance Act of 1978 (25 U.S.C. 1801).

(2) AUTHORITY.—From the funds reserved pur-
suant to section 111(a)(1)(B), the Secretary shall
award grants and enter into contructs for In-
dian and Hawatian native programs in accord-
ance with this section, except that such pro-
grams shall not include secondary school pro-
grams in Bureau funded schools.

(b) INDIAN PROGRAMS.—

(1) AUTHORITY.—

(4) IN GENERAL.—Ercept as provided in sub-
paragraph (B), from the funds reserved pursu-
ant to section 111(a)(1)(B)(i), the Secretary is di-
rected—

(i) upon the request of any Indian (ribe, or a
tribal organization serving an Indian tribe,
which is eligible to contract with the Secretary
of the Interior for the administration of pro-
grams under the Indian Self-Determination Act
(25 U.S.C. 450 et seq.) or under the Act of April
16, 1934; or

(ii) upon an application received from a Bu-
reau funded school offering postsecondary or
adult education programs filed at such time and
under such conditions as the Secretary may pre-
scribe,

to make grants to or enter into contracts with
any Indian tribe or tribal organization, or to
make a grant to such Bureau funded school, as
appropriate, to plan, conduct, and administer
programs or portions of programs authorized by,
and consistent with the purpose of, this title.

(B) REQUIREMENTS.—The grants or contracts
described in subparagraph (A), shall be subject
to the following:

(i) TRIBES AND TRIBAL ORGANIZATIONS.—Such
grants or contracts with any tribes or tribal or-
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ganization shall be subject to the terms and con-
ditions of section 102 of the Indian Self-Deter-
mination Act (25 U.S.C. 450f) and shall be con-
ducted in accordance with the provisions of sec-
tions 4, 5, and 6 of the Act of April 16, 1934,
which are relevant to the programs administered
under this subsection.

(i1} BUREAU FUNDED SCHOOLS.—Such grants to
Bureau funded schools shdll not be subject lo
the requirements of the Indian Self-Determina-
tion Act (25 U.S.C. 450f el seq.) or the Act of
April 16, 1934.

(C) REGULATIONS.—If the Secretary promul-
gates any regulations applicable to subpara-
graph (B), the Secretary shall—

(i) confer with, and allow for active participa-
tion by, representatives of Indian tribes, tribal
organizations, and individual tribal members;
and

(ii) promulgate the regulations under sub-
chapter 111 of chapter 5 of title 5, United States
Code, commonly known as the *“Negotiated
Rulemaking Act of 1990,

(D) APPLICATION.—Any Indian tribe, tribal or-
ganization, or Bureau funded school eligible to
receive assistance under this paragraph may
apply individually or as part of a consortium
with another such Indian tribe, tribal organiza-
tion, or Bureau funded school.

(E) PERFORMANCE MEASURES AND EVALUA-
TION.—Any Indian tribe, tribal organization, or
Bureau [unded school that receives assislance
under this section shall—

(i) establish performance measures and ex-
pected levels of performance to be achieved by
students served under this section; and

(ii) evaluate the quality and effectiveness of
activities and services provided under this sub-
section.

(F) MiNmtmuM.—In the case of a Bureau fund-
ed school, the minimum amount of a grant
awarded or contract entered into under this sec-
tion shall be $35,000,

(G) RESTRICTIONS.—The Secretary may not
place upon grants awarded or contracts entered
into under this paragraph any restrictions relat-
ing to programs other than restrictions that
apply to grants made to or contracts entered
into with States pursuant to allotments under
section 111(a). The Secretary, in awarding
grants and entering into contracts under this
paragraph, shall ensure that the grants and
contracts will improve vocational education pro-
grams, and shall give special consideration to—

(i) grants or contracts which involve, coordi-
nate with, or encourage tribal economic develop-
ment plans, and

(ii) applications from tribally controlled com-
munity colleges that—

(1) are accredited or are candidates for accred-
itation by a nationally recognized accreditation
organization as an institution of postsecondary
vacational education; or

(1) operate vocational education programs
that are accredited or are candidates for accred-
itation by a nationally recognized accreditation
organization, and issue certificates for comple-
tion of vocational education programs.

(H) STIPENDS.—

(i) IN GENERAL.—Funds received pursuant to
grants or contracts described in subparagraph
(A) may be used to provide stipends to students
who are enrolled in vocational education pro-
grams and who have acute economic needs
which cannot be met through work-study pro-
grams.

(ii) AMOUNT.—Stipends described in clause (1)
shall not erceed reasonable amounts as pre-
scribed by the Secretary.

(2) MATCHING.—If sufficient funding is avail-
able, the Bureau of Indian Affairs shall erpend
an amount equal to the amount made available
under this subsection, relating to programs for
Indians, to pay a part of the cosis of programs
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Sunded under this subsection. During each fiscal
year the Bureau of Indian Affairs shall expend
no less than the amount erpended during the
prior fiscal year on vocational education pro-
grams, services, and activities administered ei-
ther directly by, or under contract with, the Bu-
reau of Indian Affairs, except that in no year
shall funding for such programs, services, and
activities be provided from accounts and pro-
grams that support other Indian education pro-
grams. The Secretary and the Assistant Sec-
retary of the Interior for Indian Affairs shall
prepare jointly a plan for the erpenditure of
Junds made available and for the evaluation of
programs assisted under this subsection. Upon
the completion of a joint plan for the erpendi-
ture of the funds and the evaluation of the pro-
grams, the Secretary shall assume responsibility
Sfor the administration of the program, with the
assistance and consultation of the Bureau of In-
dian Affairs.

(3) SPECIAL RULE.—Programs funded under
this subsection shall be in addition to such other
programs, services, and activities as are made
available to eligible Indians under other provi-
sions of this Act.

() HAWAIAN NATIVE PROGRAMS.—From the
funds reserved — pursuant to  section
I11(a)(1)(B)(ii), the Secretary shall award
grants or enter into contracts, with organiza-
tions primarily serving and representing Hawai-
ian natives which are recognized by the Gov-
ernor of the State of Hawaii, for the planning,
conduct, or administration of programs, or por-
tions thereof, that are described in this title and
consistent with the purpose of this title, for the
benefit of Hawaiian natives.

SEC. 115. TRIBALLY CONTROLLED POSTSEC-
ONDARY  VOCATIONAL  INSTITU-
TIONS.

(a) IN GENERAL.—I! is the purpose of this sec-
tion to provide grants for the operation and im-
provement of tribally controlled postsecondary
vocational institutions to ensure continued and
expanded educational opportunities for Indian
students, and to allow for the improvement and
erpansion of the physical resources of such in-
stitutions.

(b) GRANTS AUTHORIZED.—

(1) IN GENERAL.—From the funds reserved pur-
suant to section 111(a)(1)(B)(iii), the Secretary
shall make grants to tribally controlled postsec-
ondary vocational institutions to provide basic
support for the vocational education and train-
ing of Indian students.

(2) AMOUNT OF GRANTS.—

(A) IN GENERAL—If the sum appropriated for
any fiscal year for grants under this section is
not sufficient to pay in full the total amount
that approved applicants are eligible to receive
under this section for such fiscal year, the Sec-
retary shall first allocate to each such applicant
that received funds under this part for the pre-
ceding fiscal year an amount equal to 100 per-
cent of the product of the per capita payment
Jor the preceding fiscal year and such appli-
cant's Indian student count for the current pro-
gram year, plus an amount equal to the actual
cost of any increase to the per capita figure re-
sulting from inflationary increases to necessary
costs beyond the institution’s control.

(B) PER CAPITA DETERMINATION.—For the pur-
poses of paragraph (1), the per capita payment
for any fiscal year shall be determined by divid-
ing the amount available for grants to tribally
controlled postsecondary vocational institutions
under this part for such program year by the
sum of the Indian student counts of such insti-
tutions for such program year. The Secretary
shall, on the basis of the most accurate data
available from the institutions, compute the In-
dian student count for any fiscal year for which
such count was not used for the purpose of
making allocations under this section.
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(¢) ELIGIBLE GRANT RECIPIENTS.—To be eligi-
ble for assistance under this section a tribally
controlled postsecondary vocational institution
shalli—

(1) be governed by a board of directors or
trustees, a majority of whom are Indians;

(2) demonstrate adherence to stated goals, a
philosophy, or a plan of operation which fosters
individual Indian economic and self-sufficiency
opportunity, including programs that are appro-
priate to stated tribal goals of developing indi-
vidual entrepreneurships and self-sustaining
economic infrastructures on reservations;

(3) have been in operation for at least 3 years;

(4) hold accreditation with or be a candidate
Jor accreditation by a nationally recognized ac-
crediting authority for postsecondary vocational
education; and

(5) enroll the full-time equivalency of not less
than 100 students, of whom a majority are Indi-
ans.

(d) GRANT REQUIREMENTS.—

(1) APPLICATIONS.—Any tribally controlled
postsecondary vocational institution that de-
sires to receive a grant under this section shall
submit an application to the Secretary. Such ap-
plication shall include a description of record-
keeping procedures for the erpenditure of funds
received under this section that will allow the
Secretary to audit and monitor programs.

(2) NUMBER.—The Secretary shall award not
less than 2 grants under this section for each
fiscal year,

(3) CONSULTATION.—In awarding grants under
this section, the Secretary shall, to the ertent
practicable, consult with the boards of trustees
of, and the tribal governments chartering, the
institutions desiring the grants.

(4) LiMITATION.—Amounts made available
through grants under this section shall not be
used in connection with religious worship or
sectarian instruction.

(e) USES OF GRANTS.—

(1) IN GENERAL.—The Secretary shall, subject
to the availability of appropriations, provide for
each program year to each tribally controlled
postsecondary vocational institution having an
application approved by the Secretary, an
amount necessary to pay erpenses uassociated
with—

(A) the maintenance and operation of the pro-
gram, including development costs, costs of basic
and special instruction (including special pro-
grams for individuals with disabilities and aca-
demic instruction), materials, student costs, ad-
ministrative erpenses, boarding costs, transpor-
tation, student services, daycare and family
support programs for students and their families
(including contributions to the costs of edu-
cation for dependents), and student stipends;

(B) capital erpenditures, including operations
and maintenance, and minor improvements and
repair, and physical plant maintenance costs,
for the conduct of programs funded under this
section; and

(C) costs associated with repair, upkeep, re-
placement, and upgrading of the instructional
equipment.

(2) ACCOUNTING.—Each institution receiving a
grant under this section shall provide annually
to the Secretary an accurate and detailed ac-
counting of the institution's operaling and
maintenance erpenses and such other informa-
tion concerning costs as the Secretary may rea-
sonably require.

(f) EFFECT ON OTHER PROGRAMS.—

(1) IN GENERAL—Ercept as specifically pro-
vided in this Act, eligibility for assistance under
this section shall not preclude any tribally con-
trolled postsecondary vocational institution
from receiving Federal [inancial assistance
under any program authorized under the Higher
Education Act of 1965 (20 U.S.C. 1001 et seq.) or
any other applicable program for the benefit of
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institutions of higher education or vocational
education,

(2) PROHIBITION ON ALTERATION OF GRANT
AMOUNT.—The amount of any grant for which
tribally controlled postsecondary vocational in-
stitutions are eligible under this section shall
not be altered because of funds allocated to any
such institution from funds appropriated under
the Act of November 2, 1921 (commonly known
as the “Snyder Act'’) (42 Stat. 208, chapter 115;
25 U.8.C. 13).

(3) PROHIBITION ON CONTRACT DENIAL.—No
tribally controlled postsecondary vocational in-
stitution for which an Indian tribe has des-
ignated a portion of the funds appropriated for
the tribe from funds appropriated under such
Act of November 2, 1921, may be denied a con-
tract for such portion under the Indian Self-De-
termination and Education Assistance Act (25
U.S.C. 450b et seq.) (except as provided in that
Act), or denied appropriate contract support to
administer such portion of the appropriated
Junds.

(9) NEEDS ESTIMATE AND REPORT ON FACILI-
TIES AND FACILITIES IMPROVEMENT.—

(1) NEEDS ESTIMATE—The Secretary shall,
based on the most accurate data available from
the institutions and Indian tribes whose Indian
students are served under this section, and in
consideration of employment needs, economic
development needs, population training needs,
and facilities needs, prepare an actual budget
needs estimate for each institution eligible under
this section for each subsequent program year,
and submit such budget needs estimate to Con-
gress in such a timely manner as will enable the
appropriate committees of Congress to consider
such needs data for purposes of the uninter-
rupted flow of adequate appropriations to such
institutions. Such data shall take into account
the goals and requirements of the Personal Re-
sponsibility and Work Opportunity Reconcili-
ation Act of 1996 (Public Law 104-193; 110 Stat.
2105).

(2) STUDY OF TRAINING AND HOUSING NEEDS.—

{A) IN GENERAL.—The Secretary shall conduct
a detailed study of the training, housing, and
immediate facilities needs of each institution eli-
gible under this section. The study shall include
an examination of—

(i) training equipment needs;

(i) housing needs of families whose heads of
households are students and whose dependents
have no alternate source of support while such
heads of households are students; and

(iit) immediate facilities needs.

(B) REPORT.—The Secretary shall report to
Congress not later than July 1, 1999, on the re-
sults of the study required by subparagraph (A).

(C) CONTENTS.—The report required by sub-
paragraph (B) shall include the number, type,
and cost of meeting the needs described in sub-
paragraph (A), and rank each institution by rel-
ative need.

(D) PRIORITY.—In conducting the study re-
quired by subparagraph (A), the Secretary shall
give priority to institutions that are receiving
assistance under this section.

(3) LONG-TERM STUDY OF FACILITIES.—

(A) IN GENERAL.—The Secretary shall provide
for the conduct of a long-term study of the fa-
cilities of each institution eligible for assistance
under this section.

(B) CONTENTS.—The study vequired by sub-
paragraph (A) shall include a 5-year projection
of training facilities, equipment, and housing
needs and shall consider such factors as pro-
jected service population, employment, and eco-
nomic development forecasting, based on the
most current and accurate data available from
the institutions and Indian tribes affected.

(C) SuBMISSION.—The Secretary shall submit
to Congress a detailed report on the results of
such study not later than the end of the 18-
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month period beginning on the date of enact-
ment of this Act.

(h) DEFINITIONS.—For the purposes of this
section:

(1) INDIAN; INDIAN TRIBE—The terms ‘‘In-
dian' and “Indian tribe' have the meaning
given such terms in section 2 of the Tribally
Controlled Community College Assistance Act of
1978 (25 U.S.C. 1801).

(2) TRIBALLY CONTROLLED POSTSECONDARY
VOCATIONAL INSTITUTION.—The term ‘‘tribally
controlled postsecondary vocational institution"
means an institution of higher education that—

(A) is formally controlled, or has been for-
mally sanctioned or chartered by the governing
body of an Indian tribe or tribes; and

(B) offers technical degrees or certificate
granting programs.

(3) INDIAN STUDENT COUNT.—The term *‘In-
dian student count’ means a number equal to
the total number of Indian students enrolled in
each tribally controlled postsecondary voca-
tional institution, determined as follows:

(A) REGISTRATIONS.—The registrations of In-
dian students as in effect on October 1 of each
year.

(B) SUMMER TERM —Credits or clock hours to-
ward a certificate earned in classes offered dur-
ing a summer term shall be counted toward the
computation of the Indian student count in the
succeeding fall term.

(C) ADMISSION CRITERIA.—Credits or clock
hours toward a certificate earned in classes dur-
ing a summer term shall be counted toward the
computation of the Indian student count if the
institution at which the student is in attend-
ance has established criteria for the admission
of such student on the basis of the student's
ability to benefit from the education or training
offered. The institution shall be presumed to
have established such criteria if the admission
procedures for such studies include counseling
or testing that measures the student's aptitude
to successfully complete the course in which the
student has enrolled. No credit earned by such
student for purposes of obtaining a secondary
school diploma or its recognized equivalent shall
be counted toward the computation of the In-
dian student count.

(D) DETERMINATION OF HOURS.—Indian stu-
dents earning credits in any continuing edu-
cation program of a tribally controlled postsec-
ondary vocational institution shall be included
in determining the sum of all credit or clock
hours.

(E) CONTINUING EDUCATION.—Credits or clock
hours earned in a continwing education pro-
gram shall be converted to the basis that is in
accordance with the institution’s system for pro-
viding credit for participation in such programs.
SEC. 116. INCENTIVE GRANTS.

(a) IN GENERAL.—The Secretary may make
grants to States that exceed the erpectled levels
of performance for performance measures estab-
lished under this Act.

{b) USE OF FUNDS.—A Stale that receives an
incentive grant under this section shall use the
Jfunds made available through the grant to carry
out innovative vocational education, adult edu-
cation and literacy, or workforce investment
programs as determined by the State.

CHAPTER 2—STATE PROVISIONS
SEC. 121. STATE ADMINISTRATION.

Each eligible agency shall be responsible for
the State administration of activities under this
subtitle, including—

(1) the development, submission, and imple-
mentation of the State plan;

(2) the efficient and effective performance of
the eligible agency's duties under this subtitle;
and

(3) consultation with other appropriate agen-
cies, groups, and individuals that are involved



May 5, 1998

in the development and implementation of ac-
tivities assisted under this subtitle, such as em-
ployers, parents, students, teachers, labor orga-
nizations, State and local elected officials, and
local program administrators.

SEC. 122. STATE USE OF FUNDS.

(a) RESERVATIONS.—From funds allotted to
each State under section 111(a) for each fiscal
year, the eligible agency shall reserve—

(1) not more than 14 percent of the funds to
carry out section 123;

(2) not more than 10 percent of the funds, or
$300,000, whichever is greater, of which—

(A) $60,000 shall be available to provide tech-
nical assistance and advice to local educational
agencies, postsecondary educational institu-
tions, and other interested parties in the State
for gender equity activities; and

(B) the remainder may be used to—

(i) develop the State plan;

(ii) review local applications;

(iii) monitor and evaluate program effective-
ness;

(iv) provide technical assistance; and

(v) assure compliance with all applicable Fed-
eral laws, including required services and activi-
ties for individuals who are members of popu-
lations described in section 124(c)(16); and

(3) 1 percent of the funds, or the amount the
State expended under the Carl D. Perkins Voca-
tional and Applied Technology Education Act
(20 U.S.C. 2301 et seq.) for vocational education
programs for criminal offenders for the fiscal
year 1997, whichever is greater, to carry out pro-
grams for criminal offenders.

(b) REMAINDER.—From funds allotted to each
State under section 111(a) for each fiscal year
and not reserved under subsection (), the eligi-
ble agency shall determine the portion of the
Sunds that will be available to carry out sections
131 and 132.

(c) MATCHING REQUIREMENT.—Each -eligible
agency receiving funds under this subtitle shall
match, from non-Federal sources and on a dol-
lar-for-dollar basis, the funds received under
subsection (a)(2).

SEC. 123. STATE LEADERSHIP ACTIVITIES.

(a) MANDATORY.—Each eligible agency shall
use the funds reserved under section 122(a)(1) to
conduct programs, services, and activities that
further the development, implementation, and
improvement of vocational education within the
State and that are integrated, to the marimum
ertent possible, with challenging State academic
standards, including—

(1) providing comprehensive professional de-
velopment (including initial teacher prepara-
tion) for vocational, academic, guidance, and
administrative personnel, that—

(A) will help the teachers and personnel to as-
sist students in meeting the erpected levels of
performance established under section 112;

(B) reflects the eligible agency’s assessment of
the eligible agency's needs for professional de-
velopment; and

(C) is integrated with the professional devel-
opment activities that the State carries out
under title Il of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6001 et seq.);

(2) developing and disseminating curricula
that are aligned, as appropriate, with chal-
lenging State academic standards, and voca-
tional and technological skills;

(3) monitoring and evaluating the guality of,
and improvement in, activities conducted with
assistance under this subtitle;

(4) providing gender eguity programs in sec-
ondary and postsecondary vocational edu-
cation;

(5) supporting tech-prep education activities;

(6) improving and erpanding the use of tech-
nology in instruction;

(7) supporting partnerships among local edu-
cational agencies, institutions of higher edu-
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cation, adult education providers, and, as ap-
propriate, other entities, such as employers,
labor organizations, parents, and local pariner-
ships, to enable students to achieve State aca-
demic standards, and vocationel and techno-
logical skills; and

(8) serving individuals in State institutions,
such as State correctional institutions and insti-
tutions that serve individuals with disabilities.

(b) PERMISSIVE—Each eligible agency may
use the funds reserved under section 122(a)(1)
for—

(1) improving guidance and counseling pro-
grams that assist students in making informed
education and vocational decisions;

(2) supporting vocational student organiza-
tions, especially with respect to efforts to in-
crease the participation of students who are
members of populations described in section
124(c)(16);

(3) providing vocational education programs
for adults and school dropouts to complete their
secondary school education; and

(4) providing assistance to students who have
participated in services and activities under this
subtitle in finding an appropriate job and con-
tinuwing their education.

SEC. 124. STATE PLAN.

(@) STATE PLAN. —

(1) IN GENERAL.—Each eligible entity desiring
assistance under this subtitie for any fiscal year
shall prepare and submit to the Secretary a
State plan for a 3-year period, together with
such annual revisions as the eligible agency de-
termines to be necessary.

(2) COORDINATION.—The period required by
paragraph (1) shall be coordinated with the pe-
riod covered by the State plan described in sec-
tion 304.

(3) HEARING PROCESS.—The eligible agency
shall conduct public hearings in the State, after
appropriate and sufficient notice, for the pur-
pose of affording all segments of the public and
interested organizations and groups (including
employers, labor organizations, and parents), an
opportunity to present their views and make
recommendations regarding the State plan. A
summary of such recommendations and the eli-
gible agency's response to such recommenda-
tions shall be included with the State plan.

(b) PLAN DEVELOPMENT.—The eligible agency
shall develop the State plan with representatives
of secondary and postsecondary vocational edu-
cation, parents, representatives of populations
described in section 124(c)(16), and businesses,
in the State and shall also consult the Governor
of the State.

(c) PLAN CONTENTS.—The State plan shall in-
clude information that—

(1) describes the vocational education activi-
ties to be assisted that arve designed to meet and
reach the State performance measures;

(2) describes the integration of academic and
technological education with vocational edu-
cation;

(3) describes how the eligible agency will
disaggregate data relating to students partici-
pating in vocational education in order to ade-
guately measure the progress of the students;

(4) describes how the eligible agency will ade-
guately address the needs of students in alter-
native education programs,

(5) describes how the eligible agency will pro-
vide local educational agencies, area vocational
education schools, and eligible institutions in
the State with technical assistance;

(6) describes how the eligible agency will en-
courage the participation of the parents of sec-
ondary school students who are involved in vo-
cational education activities;

(7) identifies how the eligible agency will ob-
tain the active participation of business, labor
organizations, and parents in the development
and improvement of vocational education activi-
ties carried out by the eligible agency,
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(8) describes how vocational education relates
to State and regional employment opportunities;

(9) describes the methods proposed for the
joint planning and coordination of programs
carried out under this subtitle with other Fed-
eral education programs;

(10) describes how funds will be used to pro-
mote gender equity in secondary and postsec-
ondary vocational education;

(11) describes how funds will be used to im-
prove and expand the use of technology in in-
struction;

(12) describes how funds will be used to serve
individuals in State correctional institutions;

(13) describes how funds will be used effec-
tively to link secondary and postsecondary edu-
cation;

(14) describes how funds will be allocated and
used at the secondary and postsecondary level,
any consortia that will be formed among sec-
ondary schools and eligible institutions, and
how funds will be allocated among the members
of the consortia,

(15) describes how the eligible agency will en-
sure that the data reported to the eligible agen-
cy from local educational agencies and eligible
institutions under this subtitle and the data the
eligible agency reports to the Secretary are com-
plete, accurate, and reliable;

(16) describes the eligible agency's program
strategies for populations that include, at a
minimum—

(A) low-income individuals, including foster
children;

(B) individuals with disabilities;

({ g‘) single parents and displaced homemakers;
an

(D) individuals with other barriers to edu-
cational achievement, including individuals
with limited English proficiency;

(17) describes how individuals who are mem-
bers of the special populations described in sub-
section (c)(16)—

(A) will be provided with equal access to ac-
tivities assisted under this title; and

(B) will not be discriminated against on the
basis of their status as members of the special
populations,; and

(18) contains the description and information
specified in paragraphs (9) and (17) of section
304(b) concerning the provision of services only
for postsecondary students and school dropouts.

(d) PLAN APPROVAL.—

(1) IN GENERAL—The Secretary shall approve
a State plan, or a revision to an approved State
plan, only if the Secretary determines that—

(A) the State plan, or revision, respectively,
meets the requirements of this section; and

(B) the State’s performance measures and ex-
pected levels of performance under section 112
are sufficiently rigorous to meet the purpose of
this title.

(2) DISAPPROVAL.—The Secretary shall not fi-
nally disapprove a State plan, except after giv-
ing the eligible agency notice and an oppor-
tunity for a hearing.

(3) PEER REVIEW.—The Secretary shall estab-
lish a peer review process to make recommenda-
tions regarding approval of State plans.

(4) TIMEFRAME.—A State plan shall be deemed
approved if the Secretary has not responded to
the eligible agency regarding the plan within 90
days of the date the Secretary receives the plan.

(e) ASSURANCES.—A State plan shall contain
assurances that the State will comply with the
requirements of this title and the provisions of
the State plan, and provide for such fiscal con-
trol and fund accounting procedures that may
be necessary to ensure the proper disbursement
of, and accounting for, funds paid to the State
under this title.

(f) ELIGIRLE AGENCY REPORT.—

(1) IN GENERAL.—The eligible agency shall an-
nually report to the Secretary regarding—



7974

(A) the qualily and effectiveness of the pro-
grams, services, and activities, assisted under
this subtitle, based on the performance measures
and expected levels of performance described in
section 112; and

{B) the progress each population of individ-
uals described in section 124(c)(16) is making to-
ward achieving the erpected levels of perform-
ance.

{2) CONTENTS.—The eligible agency report
also—

(A) shall include such information, in such
Jorm, as the Secretary may reasonably require,
in order to ensure the collection of uniform
data; and

(B) shall be made available to the public.
CHAPTER 3—LOCAL PROVISIONS

131. DISTRIBUTION FOR SECONDARY
SCHOOL VOCATIONAL EDUCATION.

(@) ALLOCATION.—Ezxcept as otherwise pro-
vided in this section, each eligible agency shall
distribute the portion of the funds made avail-
able for secondary school vocational education
activities under section 122(b) for any fiscal year
to local educational agencies within the State as
Jollows:

(1) SEVENTY PERCENT.—From 70 percent of
such portion, each local educational agency
shall be allocated an amount thal bears the
same relationship to such 70 percent as the
amount such local educational agency was allo-
cated under section 1124 of the Elementary and
Secondary Education Act of 1965 (20 U.S.C.
6333) for the preceding fiscal year bears to the
total amount received under such section by all
local educational agencies in the State for such
year.

(2) TWENTY PERCENT.—From 20 percent of
such portion, each local educational agency
shall be allocated an amount that bears the
same relationship to such 20 percent as the num-
ber of students with disabilities who have indi-
vidualized education programs under section
614(d) of the Individuals With Disabilities Edu-
cation Act (20 U.S.C. 1414(d)) served by such
local educational agency for the preceding fiscal
vear bears to the total number of such students
served by all local educational agencies in the
State for such year.

(3) TEN PERCENT.—From 10 percent of such
portion, each local educational agency shall be
allocated an amount that bears the same rela-
tionship to such 10 percent as the number of
students enrolled in schools and adulls enrolled
in training programs under the jurisdiction of
such local educational agency for the preceding
fiscal year bears to the number of students en-
rolled in schools and adults enrolled in training
programs under the jurisdiction of all local edu-
cational agencies in the State for such year.

(b) MINIMUM ALLOCATION.—

(1) IN GENERAL.—Ercept as provided in para-
graph (2), no local educational agency shall re-
ceive an allocation under subsection (a) unless
the amount allocated to such agency under sub-
section (a) is not less than $25,000. A local edu-
cational agency may enter into a consortium
with other local educational agencies for pur-
poses of meeting the minimum allocation re-
gquirement of this paragraph.

(2) WaAIVER.—The eligible agency may waive
the application of paragraph (1) for a local edu-
cational agency that is located in a rural,
sparsely populated area.

(3) REALLOCATION.—Any amounts that are
not allocated by reason of paragraph (1) or (2)
shall be reallocated to local educational agen-
cies that meet the requirements of paragraph (1)
or (2) in accordance with the provisions of this
section,

(c) LIMITED JURISDICTION AGENCIES.—

(1) IN GENERAL.—In applying the provisions of
subsection (a), no eligible agency receiving as-
sistance under this subtitle shall allocate funds
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to a local educational agency that serves only
elementary schools, but shall distribute such
funds to the local educational agency or re-
gional educational agency that provides sec-
ondary school services to secondary school stu-
dents in the same attendance area.

(2) SPECIAL RULE.—The amount to be allo-
cated under paragraph (1) to a local edu-
cational agency that has jurisdiction only over
secondary schools shall be determined based on
the number of students that entered such sec-
ondary schools in the previous year from the el-
ementary schools involved.

(d) ALLOCATIONS TO AREA VOCATIONAL EDU-
CATION SCHOOLS AND EDUCATIONAL SERVICE
AGENCIES.—

(1) IN GENERAL.—Each eligible agency shall
distribute the portion of funds made available
Jor any fiscal year by such entity for secondary
school vocational education activities under sec-
tion 122(b) to the appropriate area vocational
education school or educational service agency
in any case in which—

(A) the area vocational education school or
educational service agency, and the local edu-
cational agency concerned—

(i) have formed or will form a consortium for
the purpose of receiving funds under this sec-
tion; or

(ii) have entered into or will enter into a coop-
erative arrangement for such purpose; and

(B)(i) the area vocational education school or
educational service agency serves an approri-
mately equal or greater proportion of students
who are individuals with disabilities or are low-
income than the proportion of such students at-
tending the secondary schools under the juris-
diction of all of the local educational agencies
sending students to the area vocational edu-
cation school or the educational service agency,
or

(ii) the area vocational education school, edu-
cational service agency, or local educational
agency demonstrates that the vocational edu-
cation school or educational service agency is
unable to meet the criterion described in clause
(i) due to the lack of interest by students de-
seribed in clause (i) in attending vocational edu-
cation programs in that area vocational edu-
cation school or educational service agency.

(2) ALLOCATION BASIS.—If an area vocational
education school or educational service agency
meets the requirements of paragraph (1), then—

(A) the amount that will otherwise be distrib-
uted to the local educational agency under this
section shall be allocated to the area vocational
education school, the educational service agen-
cy, and the local educational agency, based on
each school's or agency's relative share of stu-
dents described in paragraph (1)(B)(i) who are
attending vocational education programs
(based, if practicable, on the average enrollment
for the prior 3 years); or

(B) such amount may be allocated on the
basis of an agreement belween the local edu-
cational agency and the area vocational edu-
cation school or educational service agency.

(3) STATE DETERMINATION —

(A) IN GENERAL.—For the purposes of this
subsection, the eligible agency may determine
the number of students who are low-income on
the basis of—

(i) eligibility for—

(1) free or reduced-price meals under the Na-
tional School Lunch Act (7 U.S.C. 1751 et seq.);

(11) assistance under a State program funded
under part A of title IV of the Social Security
Act;

(I11) benefits under the Food Stamp Act of
1977 (7 U.S.C. 2011 el seq.); or

(IV) services under title I of the Elementary
and Secondary Education Act of 1965 (20 U.S.C.
6301 et seq.); or

(ii) another inder of economic status, includ-
ing an estimate of such index, if the eligible
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agency demonstrates to the satisfaction of the
Secretary that such inder is a more representa-
tive means of determining such number.

(B) DATA—If an eligible agency elects to use
more than 1 factor described in subparagraph
(A) for purposes of making the determination
described in such subparagraph, the eligible
agency shall ensure that the data used is not
duplicative.

(1) APPEALS PROCEDURE.—The eligible agency
shall establish an appeals procedure for resolu-
tion of any dispute arising between a local edu-
cational agency and an area vocational edu-
cation school or an educational service agency
with respect to the allocation procedures de-
scribed in this section, including the decision of
a local educational agency to leave a consor-
tium.

(5) SPECIAL RULE.—Notwithstanding the pro-
visions of paragraphs (1), (2), (3), and (4), any
local educational agency receiving an allocation
that is not sufficient to conduct a secondary
school vocational education program of suffi-
cient size, scope, and gquality to be effective
may—

(A) form a consortium or enter into a coopera-
tive agreement with an area vocational edu-
cation school or educational service agency of-
fering secondary school vocational education
programs of sufficient size, scope, and quality to
be effective and that are accessible to students
who are individuals with disabilities or are low-
income, and are served by such local edu-
cational agency, and

(B) transfer such allocation to the area voca-
tional education school or educational service
agency.

(e) SPECIAL RULE.—Each eligible agency dis-
tributing funds under this section shall treat a
secondary school funded by the Bureau of In-
dian Affairs within the State as if such school
were a local educational agency within the
State for the purpose of receiving a distribution
under this section.

SEC. 132. DISTRIBUTION FOR POSTSECONDARY
VOCATIONAL EDUCATION.

(a) DISTRIBUTION . —

(1) IN GENERAL—Except as otherwise provided
in this section, each eligible agency shall dis-
tribute the portion of funds made available for
postsecondary vocational education under sec-
tion 122(b) for any fiscal year to eligible institu-
tions within the State in accordance with para-
graph (2).

(2) ALLOCATION.—Each eligible institution in
the State having an application approved under
section 134 for a fiscal year shall be allocated an
amount that bears the same relationship to the
amount of funds made available for postsec-
ondary vocational education wunder section
122(b) for the fiscal year as the number of Pell
Grant recipients and recipients of assistance
from the Bureau of Indian Affairs enrolled for
the preceding fiscal year by such eligible institu-
tion in vocational education programs that do
not erceed 2 years in duration bears to the num-
ber of such recipients enrolled in such programs
within the State for such fiscal year.

(3) SPECIAL RULE FOR CONSORTIA.—In order
for a consortium described in section 2(12)(E) to
receive assistance under this section, such con-
sortium shall operate joint projects that—

(A) provide services to all postsecondary insti-
tutions participating in the consortium; and

(B) are of sufficient size, scope, and guality to
be effective.

(4) MINIMUM ALLOCATION.—

(A) IN GENERAL.—Ezcept as provided in sub-
paragraph (B), no eligible institution shall re-
ceive an allocation under paragraph (2) unless
the amount allocated to the eligible institution
under paragraph (2) is not less than $65,000.

(B) WaIVER.—The eligible agency may waive
the application of subparagraph (A) in any case
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in which the eligible institution is located in a
rural, sparsely populated area.

(C) REALLOCATION.—Any amounts that are
not allocated by reason of subparagraph (A) or
(B) shall be reallocated to eligible institutions
that meet the requirements of subparagraph (A)
or (B) in accordance with the provisions of this
section.

(5) DEFINITION OF PELL GRANT RECIPIENT.—
The term “'Pell Grant recipient’ means a recipi-
ent of financial aid under subpart 1 of part A of
title IV of the Higher Education Act of 1965 (20
U.S.C. 1070a).

(b) ALTERNATIVE ALLOCATION.—An eligible
agency may allocate funds made available for
postsecondary education under section 122(b)
for a fiscal year using an alternative formula if
the eligible agency demonstrates to the Sec-
retary's satisfaction that—

(1) the alternative formula better meets the
purpose of this title; and

(2)(A) the formula described in subsection (a)
does not result in an allocation of funds to the
eligible instilutions that serve the highest num-
bers or percentages of low-income students; and

(B) the alternative formula will result in such
a distribution,

SEC. 133. LOCAL ACTIVITIES.

(1) MANDATORY.—Funds made available to a
local educational agency or an eligible institu-
tion under this subtitle shall be used—

(1) to initiate, improve, erpand, and mod-
ernize quality vocational education programs;

(2) to improve or expand the use of technology
in vocational instruction, including professional
development in the use of technology, which in-
struction may include distance learning,;

(3) to provide services and activities thal are
of sufficient size, scope, and quality to be effec-
tive;

{4) to integrate academic education with voca-
tional education for students parlicipating in
vocational education;

(5) to link secondary education (as determined
under State law) and postsecondary education,
including implementing tech-prep programs;

(6) to provide professional development activi-
ties to teachers, counselors, and administrators,
including—

(A) inservice and preservice training in state-
of-the-art vocational education programs;

(B) internship programs that provide business
experience to leachers; and

(C) programs designed to train teachers spe-
cifically in the use and application of tech-
nology,

(7) to develop and implement programs that
provide access to, and the supportive services
needed to participate in, quality vocational edu-
cation programs for students, including students
who are members of the populations described in
section 124(c)(16);

(8) to develop and implement performance
management systems and evaluations; and

(9) to promote gender equity in secondary and
postsecondary vocational education.

(b} PERMISSIVE.—Funds made available to a
local educational agency or an eligible institu-
tion under this subtitle may be used—

(1) to carry out student internships;

(2) to provide guidance and counseling for
students participating in vocational education
programs;

(3) to provide vocational education programs
for adults and school dropouts to complete their
secondary school education;

{4) to acquire and adapt equipment, including
instructional aids,;

() to support vocational student organiza-
tions;

(6) to provide assistance to students who have
participated in services and activities under this
subtitle in finding an appropriate job and con-
tinuwing their education; and
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(7) to support other vocational education ac-
tivities that are consistent with the purpose of
this titie.

SEC. 134. LOCAL APPLICATION.

() IN GENERAL—Each local educational
agency or eligible institution desiring assistance
under this subtitle shall submit an application
to the eligible agency at such time, in such man-
ner, and accompanied by such information as
the eligible agency (in consultation with such
other educational entities as the eligible agency
determines to be appropriate) may require.

(b) CONTENTS.—Each application shall, at a
minimum—

(1) describe how the vocational education ac-
tivities will be carried out pertaining o meeting
the expected levels of performance;

(2) describe the process that will be used to
independently evaluate and continuously im-
prove the performance of the local educational
agency or eligible institution, as appropriate;

(3) describe how the local educational agency
or eligible institution, as appropriate, will plan
and consult with students, parents, representa-
tives of populations described in section
124(c)(16), businesses, labor erganizations, and
other interested individuals, in carrying out ac-
tivities under this subtitle;

(4) describe how the local educational agency
or eligible institution, as appropriate, will re-
view voeational education programs, and iden-
tify and adopt strategies to overcome barriers
that result in lowering rates of access to the pro-
grams, for populations described in section
124(c)(16); and

(5) describe how individuals who are members
of the special populations described in section
124¢c)(16) will not be discriminated against on
the basis of their status as members of the spe-
cial populations.

SEC, 135. CONSORTIA.

A local educational agency and an eligible in-
stitution may form a consortium to carry out the
provisions of this chapter if the sum of the
amount the consortium receives for a fiscal year
under sections 131 and 132 equals or erceeds
$65,000.

Subtitle B—Tech-Prep Education
SEC. 151. SHORT TITLE.

This subtitle may be cited as the "'Tech-Prep
Education Act”.

SEC. 152. PURPOSES.

The purposes of this subtitle are—

(1) to provide implementation grants to con-
sortia of local educational agencies, postsec-
ondary educational institutions, and employers
or labor organizations, for the development and
operation of programs designed to provide a
tech-prep education program leading to a 2-year
associate degree or a 2-year certificate;

(2) to provide, in a systematic manner, strong,
comprehensive links among secondary schools,
postsecondary educational institutions, and
local or regional employers, or labor organiza-
tions; and

(3) to support the use of contertual, authen-
tic, and applied teaching and curriculum based
on each State’s academic, occupational, and em-
ployability standards.

SEC, 153. DEFINITIONS.

(a) In this subtitle:

(1) ARTICULATION AGREEMENT.—The term “‘ar-
ticulation agreement’’ means a written commit-
ment to a program designed to provide students
with a nonduplicative sequence of progressive
achievement leading to degrees or certificates in
a tech-prep education program.

(2) COMMUNITY COLLEGE.—The term ‘‘commu-
nity college''—

(A) has the meaning provided in section
1201(a) of the Higher Education Act of 1965 (20
U.8.C. 1141) for an institution which provides
not less than a 2-year program which is accept-
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able for full credit toward a bachelor’s degree;
and

(B) includes tribally controlled community
colleges.

(3) TECH-PREP PROGRAM.—The term ‘‘tech-
prep program” means a program of study that—

(A) combines at a minimum 2 years of sec-
ondary education (as determined under State
law) with a minimum of 2 years of postsec-
ondary education in a non duplicative, sequen-
tial course of study;

(B) integrates academic and wvocational in-
struction, and utilizes work-based and worksite
learning where appropriate and available;

(C) provides technical preparation in a career
field such as engineering technology, applied
science, a mechanical, industrial, or practical
art or trade, agriculture, health occupations,
business, or applied economics;

(D) builds student competence in mathematics,
science, reading, writing, communications, eco-
nomics, and workplace skills through applied,
contertual academics, and integrated instruc-
tion, in a coherent sequence of courses;

(E) leads to an associate or a baccalaureate
degree or a certificate in a specific career field;
and

(F) leads to placement in appropriate employ-
ment or further education.

SEC. 154. PROGRAM AUTHORIZED.

(a) DISCRETIONARY AMOUNTS,—

(1) IN GENERAL.—For any fiscal year for
which the amount appropriated under section
157 to carry out this subtitle is equal to or less
than $50,000,000, the Secretary shall award
grants for tech-prep education programs to con-
sortia between or among—

(A) a local educational agency, an inter-
mediate educational agency or area vocational
education school serving secondary school stu-
dents, or a secondary school funded by the Bu-
reau of Indian Affairs; and

(B)(i) a nonprofit institution of higher edu-
cation that offers—

(1) a 2-year associate degree program, or a 2-
year certificate program, and is gqualified as in-
stitutions of higher education pursuant to sec-
tion 481(a) of the Higher Education Act of 1965
(20 U.S.C. 1088(a)), including an institution re-
celving assistance under the Tribally Contrelled
Community College Assistance Act of 1978 (25
U.S.C. 1801 el seq.) and a (lribally controlled
postsecondary vocational institution; or

(1) a 2-year apprenticeship program that fol-
lows secondary instruction,
if such nonprofit institution of higher education
is not prohibited from receiving assistance under
part B of the Higher Education Act of 1965 (20
U1.8.C. 1071 et seq.) pursuant to the provisions of
section 435(a)(3) of such Act (20 U.8.C. 1083(a));
or

(ii) @ proprietary institution of higher edu-
cation that offers a 2-year associate degree pro-
gram and is qualified as an institution of higher
education pursuant to section 48I(a) of the
Higher Education Act of 1965 (20 U.S.C.
1088(a)), if such proprietary institution of high-
er education is not subject to a default manage-
ment plan required by the Secretary.

(2) SPECIAL RULE.—In addition, a consortium
described in paragraph (1) may include 1 or
more—

(A) institutions of higher education that
award a baccalaureate degree; and

(B) employer or labor organizations.

(b) STATE GRANTS.—

(1) IN GENERAL.—For any fiscal year for
which the amount made available under section
157 to carry out this subtitle exceeds $50,000,000,
the Secretary shall allot such amount among the
States in the same manner as funds are allotted
to States under paragraphs (2), (3), and (4) of
section 111(a).

(2) PAYMENTS TO ELIGIBLE AGENCIES.—The
Secretary shall make a payment in the amount
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of a State’s allotment under this paragraph to
the eligible agency that serves the State and has
an application approved under paragraph (4).

(3) AWARD BASIS.—From amounts made avail-
able to each eligible agency under this sub-
section, the eligible agency shall award grants,
on a compelitive basis or on the basis of a for-
mula determined by the eligible agency, for
tech-prep education programs to consortia de-
scribed in subsection (a).

(4) STATE APPLICATION.—FEach eligible agency
desiring assistance under this subtitle shall sub-
mit an application to the Secretary at such time,
in such manner, and accompanied by such in-
formation as the Secretary may require.

SEC. 155. TECH-PREP EDUCATION PROGRAMS.

(1) GENERAL AUTHORITY —Each consortium
shall use amounts provided through the grant to
develop and operate a lech-prep education pro-
gran.

(b) CONTENTS OF PROGRAM.—Any such tech-
prep program shall—

(1) be carried out under an articulation agree-
ment between the participants in the consor-
tium;

(2) consist of at least 2 years of secondary
school preceding graduation and 2 years or more
of higher education, or an apprenticeship pro-
gram of at least 2 years following secondary in-
struction, with a common core of required pro-
ficiency in mathematics, science, reading, writ-
ing, communications, and technologies designed
to lead to an associale's degree or a certificate
in a specific career field;

(3) include the development of tech-prep edu-
cation program curricula for both secondary
and postsecondary levels that—

(A) meets academic standards developed by
the State;

(B) links secondary schools and 2-year post-
secondary institutions, and where possible and
practicable, 4-year institutions of higher edu-
cation through nonduplicative seguences of
courses in career fields;

(C) wuses, where appropriate and available,
work-based or worksite learning in conjunction
with business and industry; and

(D) uses educational technology and distance
learning, as appropriate, to involve all the con-
sortium partners more fully in the development
and operation of programs.

(4) include a professional development pro-
gram for academic, vocational, and technical
teachers that—

(A) is designed to train teachers to effectively
implement tech-prep education curricula;

(B) provides for joint training for teachers
from all participants in the consortium;

(C) is designed to ensure that teachers stay
current with the needs, erpectations, and meth-
ods of business and industry;

(D) focuses on training postsecondary edu-
cation faculty in the use of contextual and ap-
plied curricula and instruction; and

(E) provides training in the use and applica-
tion of technology;

(5) include training programs for counselors
designed to enable counselors to more effec-
tively—

(A) make tech-prep education opportunities
known to students interested in such activities;

(B) ensure that such students successfully
complete such programs;

(C) ensure that such students are placed in
appropriate employment; and

(D) stay current with the needs, expectations,
and methods of business and industry;

(6) provide equal access to the full range of
technical preparation programs to individuals
who are members of populations described in
section 124(c)(16), including the development of
tech-prep education program Sservices appro-
priate to the needs of such individuals; and

(7) provide for preparatory services that assist
all participants in such programs.
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(c) ADDITIONAL AUTHORIZED ACTIVITIES.—
Each such tech-prep program may—

(1) provide for the acquisition of tech-prep
education program equipment;

(2) as part of the program’s planning activi-
ties, acquire technical assistance from State or
local entities that have successfully designed,
established and operated tech-prep programs;

(3) acquire technical assistance from State or
local entities that have designed, established,
and operated tech-prep programs that have ef-
fectively used educational technology and dis-
tance learning in the delivery of curricula and
services and in the articulation process; and

(4) establish articulation agreements with in-
stitutions of higher education, labor organiza-
tions, or businesses located outside of the State
served by the consortium, especially with regard
to using distance learning and educational tech-
nology to provide for the delivery of services and
programs.

SEC. 156. APPLICATIONS.

(a) IN GENERAL.—Each consortium that de-
sires to receive a grant under this subtitle shall
submit an application to the Secretary or the el-
igible agency, as appropriate, at such time and
in such manner as the Secretary or the eligible
agency, as appropriate, shall prescribe.

(b) THREE-YEAR PLAN—Each application sub-
mitted under this section shall contain a 3-year
plan for the development and implementation of
activities under this subtitle.

(c) APPROVAL—The Secretary or the eligible
agency, as appropriate, shall approve applica-
tions based on the potential of the activities de-
scribed in the application to create an effective
tech-prep education program described in sec-
tion 155.

(d) SPECIAL CONSIDERATION.—The Secretary
or the eligible agency, as appropriate, shall give
special consideration to applications that—

(1) provide for effective employment placement
activities or the transfer of students to 4-year
institutions of higher education;

(2) are developed in consultation with 4-year
institutions of higher education;

(3) address effectively the needs of popu-
lations described in section 124(c)(16);

(4) provide education and training in areas or
skills where there are significant workforce
shortages, including the information technology
industry; and

(5) demonstrate how tech-prep programs will
help students meet high academic and employ-
ability competencies.

(e) EQUITABLE DISTRIBUTION OF ASSISTANCE.—
In awarding grants under this subtitle, the Sec-
retary shall ensure an equitable distribution of
assistance among States, and the Secretary or
the eligible agency, as appropriate, shall ensure
an equitable distribution of assistance between
urban and rural consortium participants.

(f) NoricE.—

(1) IN GENERAL—In the case of grants to be
awarded by the Secretary, each consortium that
submits an application under this section shall
provide notice of such submission and a copy of
such application to the State educational agen-
cy and the State agency for higher education of
the State in which the consortium is located.

(2) NoTIFICATION.—The Secretary shall notify
the State educational agency and the State
agency for higher education of a State each time
a consortium located in the State is selected to
receive a grant under this subtitle.

SEC. 157. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to
carry out this subtitle such sums as may be nec-
essary for fiscal year 1999 and each of the 5 suc-
ceeding fiscal years.

SEC. 158. DEMONSTRATION PROGRAM.

(@) DEMONSTRATION PROGRAM AUTHORIZED.—
From funds appropriated under subsection (e)
for a fiscal year, the Secretary shall award

May 5, 1998

grants to consortia described in section 154(a) to
enable the consortia to carry out tech-prep edu-
cation programs.

(b) PROGRAM CONTENTS.—Each tech-prep pro-
gram referred to in subsection (a)—

(1) shall—

(A) involve the location of a secondary school
on the site of a community college;

{B) involve a business as a member of the con-
sortium,; and

(C) require the voluntary participation of sec-
ondary school students in the tech-prep edu-
cation program; and

(2) may provide summer internships at a busi-
ness for students or teachers.

(c) AppLICATION.—Each consortium desiring a
grant under this section shall submit an appli-
cation to the Secretary at such time, in such
manner and accompanied by such information
as the Secretary may require.

(d) APPLICABILITY —The provisions of sections
154, 155, 156, and 157 shall not apply to this sec-
tion, except that—

(1) the provisions of section 154(a) shall apply
for purposes of describing consortia eligible to
receive assistance under this section;

(2) each tech-prep education program assisted
under this section shall meet the requirements of
paragraphs (1), (2), (3)(A), (3)(B), (3(C), (3D),
(4), (5), (6), and (7) of section 155(b), except that
such paragraph (3)(B) shall be applied by strik-
ing ‘', and where possible and practicable, 4-
year institutions of higher education through
nonduplicative sequences of courses in career
fields"'; and

(3) in awarding grants under this section, the
Secretary shall give special consideration to
consortia submitting applications under sub-
section (c) that meel the requirements of para-
graphs (1), (3), (4), and (5) of section 156(d), ex-
cept that such paragraph (1) shall be applied by
striking “‘or the transfer of students to 4-year
institutions of higher education"'.

(e) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to carry
out this section 325,000,000 for fiscal year 1999
and each of the 5 succeeding fiscal years.

Subtitle C—General Provisions
SEC. 161. ADMINISTRATIVE PROVISIONS.

(a) SUPPLEMENT NOT SUPPLANT.—Funds made
available under this title for vocational edu-
cation activities shall supplement, and shall not
supplant, non-Federal funds exrpended to carry
out vocational education and tech-prep activi-
ties.

(b) MAINTENANCE OF EFFORT.—

(1) DETERMINATION.—No payments shall be
made under this title for any fiscal year to an
eligible agency for vocational education or tech-
prep activities unless the Secretary determines
that the fiscal effort per student or the aggre-
gate expenditures of the State for vocational
education for the fiscal year preceding the fiscal
year for which the determination is made,
equaled or erceeded such effort or erpenditures
for vocational education for the second fiscal
vear preceding the fiscal year for which the de-
termination is made.

(2) WAIVER.—The Secretary may waive the re-
quirements of this section, with respect to not
more than 5 percent of erpenditures by any eli-
gible agency for 1 fiscal year only, on making a
determination that such waiver would be equi-
table due to erceptional or uncontrollable cir-
cumstances affecting the ability of the applicant
to meel such requirements, such as a natural
disaster or an unforeseen and precipitous de-
cline in financial resources. No level of funding
permitted under such a waiver may be used as
the basis for computing the fiscal effort or ag-
gregate erpenditures required under this section
Jor years subsequent to the year covered by such
waiver. The fiscal effort or aggregate erpendi-
tures for the subsequent years shall be computed
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on the basis of the level of funding that would,
but for such waiver, have been required.

(¢) REPRESENTATION.—The eligible agency
shall provide representation to the statewide
partnership.

SEC. 162. EVALUATION, IMPROVEMENT, AND AC-
COUNTABILITY.

fa) LOCAL EVALUATION.—Each eligible agency
shall evaluate annually the vocational edu-
cation and tech-prep activities of each local
educational agency or eligible institution receiv-
ing assistance under this title, using the per-
formance measures established under section
112

(b) IMPROVEMENT ACTIVITIES.—If, after re-
viewing the evaluation, an eligible agency deter-
mines that a local educational agency or eligible
institution is not making substantial progress in
achieving the purpose of this title, the local edu-
cational agency or eligible institution, in con-
sultation with teachers, parents, and other
school staff, shall—

(1) conduct an assessment of the educational
and other problems that the local educational
agency or eligible institution shall address to
overcome local performance problems;

(2) enter into an improvement plan based on
the results of the assessment, which plan shall
include instructional and other programmatic
innovations of demonstrated effectiveness, and
where mnecessary, strategies for appropriate
staffing and staff development; and

(3) conduct regular evaluations of the progress
being made toward program improvement goals.

() TECHNICAL ASSISTANCE.—If the Secretary
determines that an eligible agency is not prop-
erly implementing the eligible agency’s respon-
sibilities under section 124, or is not making sub-
stantial progress in meeting the purpose of this
title, based on the performance measures and
erpected levels of performance under section 112
included in the eligible agency's State plan, the
Secretary shall work with the eligible agency to
impl nt impro t activities.

(d) WITHHOLDING OF FEDERAL FUNDS—If,
after a reasonable time, but not earlier than 1
year after implementing activities described in
subsection (c), the Secretary determines that the
eligible agency is not making sufficient progress,
based on the eligible agency's performance
measures and expected levels of performance,
the Secretary, after notice and opportunity for a
hearing, shall withhold from the eligible agency
all, or a portion, of the eligible agency's grant
funds under this subtitle. The Secretary may
use funds withheld under the preceding sen-
tence to provide, through alternative arrange-
ments, services, and activities within the State
to meet the purpose of this title.

SEC. 163. NATIONAL ACTIVITIES.

The Secretary may, directly or (hrough
grants, contracts, or cooperative agreements,
carry out research, development, dissemination,
evaluation, capacity-building, and technical as-
sistance activities that carry out the purpose of
this title.

SEC. 164, NATIONAL ASSESSMENT OF VOCA-
TIONAL EDUCATION PROGRAMS.

(a) IN GENERAL.—The Secretary shall conduct
a national assessment of vocational education
programs assisted under this title, through stud-
ies and analyses conducted independently
through competitive awards.

(b) INDEPENDENT ADVISORY PANEL.—The Sec-
retary shall appoint an independent advisory
panel, consisting of vocational education ad-
ministrators, educators, researchers, and rep-
resentatives of labor organizations, business,
parents, guidance and counseling professionals,
and other relevant groups, to advise the Sec-
retary on the implementation of such assess-
ment, including the issues to be addressed and
the methodology of the studies involved, and the
findings and recommendations resulting from
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the assessment. The panel shall submit to the
Committee on Education and the Workforce of
the House of Representatives, the Committee on
Labor and Human Resources of the Senate, and
the Secretary an independent analysis of the
findings and recommendations resulting from
the assessment. The Federal Advisory Committee
Act (5 U.S.C. App.) shall not apply to the panel
established under this subsection.

(c) CONTENTS.—The assessment required under
subsection (a) shall include descriptions and
evaluations of—

(1) the effect of the vocational education pro-
grams assisted under this title on State and trib-
al administration of vocational education pro-
grams and on local vocational education prac-
tices, including the capacity of State, tribal, and
local vocational education systems to address
the purpose of this title;

(2) erpendifures at the Federal, State, tribal,
and local levels to address program improvement
in vocational education, including the impact of
Federal allocation requirements (such as within-
State distribution formulas) on the delivery of
services;

(3) preparation and qualifications of teachers
of vocational and academic curricula in voca-
tional education programs, as well as shortages
of such teachers;

(4) participation in vocational education pro-
grams;

(5) academic and employment outcomes of vo-
cational education, including analyses of—

(A) the number of vocational education siu-
dents and tech-prep students who meet State
academic standards;

(B) the erlent and success of integration of
academic and vocational education for students
participating in vocational education programs;
and

(C) the degree to which vocational education
is relevant to subsequent employment or partici-
pation in postsecondary education;

(6) employer involvement in, and satisfaction
with, vocational education programs;

(7) the use and impact of educational tech-
nology and distance learning with respect to vo-
cational education and tech-prep programs; and

(8) the effect of performance measures, and
other measures of accountability, on the deliv-
ery of vocational education services.

(d) CONSULTATION.—

(1) IN GENERAL—The Secretary shall consult
with the Committee on Education and the Work-
force of the House of Representatives and the
Committee on Labor and Human Resources of
the Senate in the design and implementation of
the assessment required under subsection (a).

(2) REPORTS.—The Secretary shall submit to
the Committee on Education and the Workforce
of the House of Representatives, the Committee
on Labor and Human Resources of the Senate,
and the Secretary—

(A) an interim report regarding the assessment
on or before July 1, 2001; and

(B) a final report, summarizing all studies and
analyses that relate to the assessment and that
are completed after the assessment, on or before
July 1, 2002.

(3) PROHIRITION.—Notwithstanding any other
provision of law or regulation, the reports re-
guired by this subsection shall not be subject to
any review outside of the Department of Edu-
cation before their transmittal to the Committee
on Education and the Workjorce of the House of
Representatives, the Committee on Labor and
Human Resources of the Senate, and the Sec-
retary, but the President, the Secretary, and the
independent advisory panel established under
subsection (b) may make such additional rec-
ommendations to Congress with respect to the
assessment as the President, the Secretary, or
the panel determine to be appropriate.

SEC. 165. NATIONAL RESEARCH CENTER.

(a) GENERAL AUTHORITY.—
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(1) IN GENERAL—The Secretary, through
grants, contracts, or cooperative agreements,
may establish 1 or more national centers in the
areas 0f/—

(A) applied research and development; and

(B) dissemination and training.

(2) CONSULTATION.—The Secretary shall con-
sult with the States prior to establishing 1 or
more such centers.

(3) ELIGIBLE ENTITIES.—Entities eligible to re-
cefve funds under this section are institutions of
higher education, other public or private non-
profit organizations or agencies, and consortia
of such institutions, organizations, or agencies.

(b) ACTIVITIES.—

(1) IN GENERAL—The national center or cen-
ters shall carry out such activities as the Sec-
retary determines to be appropriate to assist
State and local recipients of funds under this
title to achieve the purpose of this title, which
may include the research and evaluation activi-
ties in such areas as—

(A) the integration of vocational and aca-
demic instruction, secondary and postsecondary
instruction,

(B) effective inservice and preservice teacher
education that assists vocational education sys-
tems;

(C) education technology and distance learn-
ing approaches and strategies that are effective
with respect to vocational education;

(D) performance measures and exrpected levels
of performance that serve to improve vocational
education programs and student achievement;

(E) effects of economic changes on the kinds
of knowledge and skills required for employment
or participation in postsecondary education;

(F) longitudinal studies of student achieve-
ment,; and

{G) dissemination and training activities re-
lated to the applied research and demonstration
activities described in this subsection, which
may also include—

(i) serving as a repository for information on
vocational and technological skills, State aca-
demic standards, and related materials; and

(ii) developing and maintaining national net-
works of educators who facilitate the develop-
ment of vocational education systems.

(2) REPORT.—The center or centers conducting
the activities described in paragraph (1) unnu-
ally shall prepare a report of key research find-
ings of such center or centers and shall submit
copies of the report to the Secretary, the Sec-
retary of Labor, and the Secretary of Health
and Human Services. The Secretary shall submit
that report to the Committee on Education and
the Workforce of the House of Representatives,
the Committee on Labor and Human Resources
of the Senate, the Library of Congress, and each
eligible agency.

(¢) REVIEW.—The Secretary shall—

(1) consult at least annually with the national
center or centers and with erperts in education
to ensure that the activities of the national cen-
ter or centers meet the needs of vocational edu-
cation programs; and

(2) undertake an independent review of each
award recipient under this section prior to er-
tending an award to such recipient beyond a 5-
year period.

SEC. 166. DATA SYSTEMS.

(a) IN GENERAL.—The Secretary shall main-
tain a data system to collect information about,
and report on, the condition of vocational edu-
cation and on the effectiveness of State and
local programs, services, and activities carried
out under this title in order to provide the Sec-
retary and Congress, as well as Federal, State,
local, and tribal agencies, with information rel-
evant to improvement in the guality and effec-
tiveness of vocational education. The Secretary
annually shall report to Congress on the Sec-
retary’s analysis of performance data collected
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each year pursuant to this title, including an
analysis of performance data regarding the pop-
ulations described in section 124(c)(16).

(b) DATA SYSTEM.—In maintaining the data
system, the Secretary shall ensure that the data
system is compatible with other Federal infor-
mation systems.

(c) ASSESSMENTS.—As a regular part of its as-
sessments, the National Center for Education
Statistics shall collect and report information on
vocational education for a nationally represent-
ative sample of students. Such assessment may
include international comparisons.

SEC. 167. PROMOTING SCHOLAR-ATHLETE COM-
PETITIONS.

Section 10104 of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 8004) is
amended—

(1) in subsection (a), by striking ‘'to be held in
1995""; and

(2) in subsection (b)—

(A) in paragraph (4), by striking *‘in the sum-
mer of 1995;"" and inserting ''; and"’;

(B) in paragraph (5), by striking “in 1996 and
thereafter, as well as replicate such program
internationally; and" and inserting “‘and inter-
nationally.”'; and

(C) by striking paragraph (6).

SEC. 168. DEFINITION.

In this title, the term “‘gender equity'', used
with respect to a program, service, or activity,
means a program, service, or activity that is de-
signed to ensure that men and women (includ-
ing single parents and displaced homemakers)
have access to opportunities to participate in vo-
cational education that prepares the men and
women to enter high-skill, high-wage careers.

Subtitle D—Authorization of Appropriations
SEC. 171. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to
carry out subtitle (A), and sections 163, 164, 163,
and 166, such sums as may be necessary for fis-
cal year 1999 and each of the 5 succeeding fiscal
vears.

Subtitle E—Repeal
SEC. 181. REPEAL.

(a) REPEAL—The Carl D. Perkins Vocational
and Applied Technology Education Act (20
U.S.C. 2301 et seq.) is repealed.

(b) REFERENCES TO CARL D. PERKINS Voca-
TIONAL AND APPLIED TECHNOLOGY EDUCATION
ACT.—

(1) IMMIGRATION AND NATIONALITY ACT.—Sec-
tion 245A(h)(4)(C) of the Immigration and Na-
tionality Act (8 U.S.C. 1255a(h)(4)(C)) is amend-
ed by striking ‘‘Vocational Education Act of
1963"" and inserting *‘Carl D. Perkins Vocational
and Applied Technology Education Act of
1998,

(2) NATIONAL DEFENSE AUTHORIZATION ACT.—
Section 4461 of the National Defense Authoriza-
tion Act for Fiscal Year 1993 (10 U.S.C. 1143
note) is amended—

(A) by striking paragraph (4); and

(B) by redesignating paragraphs (5) and (6) as
paragraphs (4) and (5), respectively.

(3) ELEMENTARY AND SECONDARY EDUCATION
ACT OF 1965.—The Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6301 et seq.) is
amended—

(A) in section 1114(b)(2NC)v) (20 U.S.C.
6314(b)(2)N(C)v)), by striking “Carl D. Perkins
Vocational and Applied Technology Education
Act,”" and inserting “'Carl D. Perkins Vocational
and Applied Technology Education Act of
1998"";

(B) in section 9115(b)(5) (20 U.S.C. 7815(b)(5)),
by striking *‘Carl D. Perkins Vocational and
Applied Technology Education Act’” and insert-
ing “Carl D. Perkins Vocational and Applied
Technology Education Act of 1998";

(C) in section 14302(a)(2)
8852(a)(2))—
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(i) by striking subparagraph (C); and

(ii) by redesignating subparagraphs (D), (E),
and (F) as subparagraphs (C), (D), and (E), re-
spectively; and

(D) in the matter preceding subparagraph (A)
of section 14307(a)(1) (20 U.S.C. 8857(a)(1)). by
striking “'Carl D. Perkins Voeational and Ap-
plied Technology Education Act’” and inserting
“Carl D. Perkins Vocational and Applied Tech-
nology Education Act of 1998,

(4) EQUITY IN EDUCATIONAL LAND-GRANT STA-
TUS ACT OF 1994.—Section 533(c)(4)(A) of the Eq-
wity in Educational Land-Grant Status Act of
1994 (7 U.5.C. 301 note) is amended by striking
(20 U.S.C. 2397h(3)" and inserting *‘, as such
section was in effect on the day preceding the
date of enactment of the Carl D. Perkins Voca-
tional and Applied Technology Education Act of
1998".

(5) IMPROVING AMERICA'S SCHOOLS ACT OF
1994, —Section 563 of the Improving America's
Schools Act of 1994 (20 U.S.C. 6301 note) is
amended by striking *‘the date of enactment of
an Act reauthorizing the Carl D. Perkins Voca-
tional and Applied Technology Education Act
(20 U.S.C. 2301 et seq.)” and inserting "July 1,
1999"'.

(6) INTERNAL REVENUE CODE OF 1986.—Section
135(e)(3B) of the Internal Revenue Code of
1986 (26 U.S.C. 135(c)(3)(B)) is amended—

(A) by striking “‘subparagraph (C) or (D) of
section 521(3) of the Carl D. Perkins Vocational
Education Act’' and inserting ‘‘subparagraph
(C) or (D) of section 2(3) of the Workforce In-
vestment Partnership Act of 1998"; and

(B) by striking “any State (as defined in sec-
tion 521(27) of such Act)" and inserting “‘any
State or outlying area (as the terms ‘State’ and
‘outlying area’ are defined in section 2 of such
Act)'’,

(7) APPALACHIAN REGIONAL DEVELOPMENT ACT
OF 1965 —Section 214(c) of the Appalachian Re-
gional Development Act of 1965 (40 U.S.C. App.
214(c)) (as amended by subsection (c)(5)) is fur-
ther amended by striking ‘‘Carl D. Perkins Vo-
cational Education Act” and inserting "'Carl D.
Perkins Vocational and Applied Technology
Education Act of 1998,

(8) VOCATIONAL EDUCATION AMENDMENTS OF
1968.—Section 104 of the Vocational Education
Amendments of 1968 (82 Stat. 1091) is amended
by striking “‘section 3 of the Carl D, Perkins Vo-
cational Education Act’ and inserting ‘‘the
Carl D. Perkins Vocational and Applied Tech-
nology Education Act of 1998"".

(9) OLDER AMERICANS ACT OF 1965.—The Older
Americans Act of 1965 (42 U.S.C. 3001 et seq.) is
amended—

(A) in section S502(b)(INN)i) (42 U.S.C.
J056¢b)(1)(N)i)), by striking '‘or the Carl D. Per-
kins Vocational and Applied Technology Edu-
cation Act (20 U.S.C. 2301 el seq.)”; and

(B) in section 505(d)2) (42
J056e(d)(2)—

(i) by striking “‘employment and training pro-
grams" and inserting “‘workforce investment ac-
tivities"'; and

(ii) by striking “the Carl D. Perkins Voca-
tional and Applied Technology Education Act
(20 U.S.C. 2301 et seq.)’’ and inserting ‘‘the Carl
D. Perkins Vocational and Applied Technology
Education Act of 1998".

TITLE II—ADULT EDUCATION AND
LITERACY
SEC. 201. SHORT TITLE.

This title may be cited as the "Adult Edu-
cation and Literacy Act''.

SEC. 202. FINDINGS AND PURPOSE.

(@) FINDINGS—Congress finds that—

(1) the National Adult Literacy Survey and
other studies have found that more than one-
fifth of American adults demonstirate very low
literacy skills that make it difficult for the
adults to be economically self-sufficient, much
less enter high-skill, high-wage jobs;
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(2) data from the National Adult Literacy Sur-
vey show that adults with very low levels of lit-
eracy are 10 times as likely to be poor as adults
with high levels of literacy; and

(3) our Nation's well-being is dependent on
the knowledge and skills of all of our Nation's
citizens.

(b) PURPOSE.—IL is the purpose of this title to
create a partnership among the Federal Govern-
ment, States, and localities to help provide for
adult education and literacy services so that
adults who need such services, will, as appro-
priate, be able to—

(1) become literate and obtain the knowledge
and skills needed to compete in a global econ-
omy;

(2) complete a secondary school education;
and

(3) have the education skills necessary to sup-
port the educational development of their chil-
dren.

Subtitle A—Adult Education and Literacy

Programs
CHAPTER 1—FEDERAL PROVISIONS
SEC. 211. RESERVATION; GRANTS TO STATES; AL-
LOTMENTS.

(a) RESERVATION OF FUNDS FOR NATIONAL
LEADERSHIP ACTIVITIES.—From the amount ap-
propriated for any fiscal year under section 246,
the Secretary shall reserve—

(1) 1.5 percent to carry out section 213;

(2) 2 percent to carry out section 243; and

(3) 1.5 percent to carry oul section 245.

(b) GRANTS TO STATES.—From the sum appro-
priated under section 246 and not reserved
under subsection (a) for a fiscal year, the Sec-
retary shall award a grant to each eligible agen-
cy having a State plan approved under section
224 in an amount equal to the sum of the initial
allotment under subsection (c)(1) and the addi-
tional allotment under subsection (c)(2) for the
cligible agency for the fiscal year to enable the
eligible agency to carry out the activities as-
sisted under this subtitle.

(¢) ALLOTMENTS.—

(1) INITIAL ALLOTMENTS.—From the sum ap-
propriated under section 246 and not reserved
under subsection (a) for a fiscal year, the Sec-
retary first shall allot to each eligible agency
having a State plan approved under section 224
the following amounts:

(A) $100,000 in the case of an eligible agency
serving the United States Virgin Islands, Guam,
American Samoa, the Commonwealth of the
Northern Mariana Islands, the Republic of the
Marshall Islands, the Federated States of Micro-
nesia, and the Republic of Palau.

(B) $250,000, in the case of any other eligible
agency.

(2) ADDITIONAL ALLOTMENTS.—From the sum
appropriated wunder section 246, not reserved
under subsection (a), and not allotted under
paragraph (1), for any fiscal year, the Secretary
shall allot to each eligible agency an amount
that bears the same relationship lo such sum as
the number of qualifying adults in the State or
outlying area served by the eligible agency bears
to the number of such adults in all States and
outlying areas.

(d) QUALIFYING ADULT.—For the purposes of
this subsection, the term “‘qualifying adult”
means an adult who—

(1) is at least 16 years of age;

(2) is beyond the age of compulsory school at-
tendance under the law of the State or outlying
area;

(3) does not possess a secondary school di-
ploma or its recognized equivalent; and

(4) is not enrolled in secondary school.

(e} SPECIAL RULE.—

(1) IN GENERAL.—From amounts made avail-
able under subsection (c) for the Republic of the
Marshall Islands, the Federated States of Micro-
nesia, and the Republic of Palau, the Secretary
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shall award grants to Guam, American Samoa,
the Commonwealth of the Northern Mariana [fs-
lands, the Republic of the Marshall Islands, the
Federated States of Micronesia, or the Republic
of Palau to carry out activities described in this
part in accordance with the provisions of this
subtitle that the Secretary determines are not
inconsistent with this subsection.

(2) AWARD BASIS.—The Secretary shall award
grants pursuant to paragraph (1) on a competi-
tive basis and pursuant to recommendations
from the Pacific Region Educational Laboratory
in Honolulu, Hawaii.

(3) TERMINATION OF ELIGIBILITY.—Notwith-
standing any other provision of law, the Repub-
lic of the Marshall Islands, the Federated States
of Micronesia, and the Republic of Palau shall
not receive any funds under this part for any
fiscal year that begins after September 30, 2004.

(4) ADMINISTRATIVE COSTS—The Secretary
may provide not more than 5 percent of the
Junds made available for grants under this sub-
section to pay the administrative costs of the
Pacific Region Educational Laboratory regard-
ing activities assisted under Lhis subsection.

(f) MAINTENANCE OF EFFORT,—

(1) IN GENERAL—An eligible agency may re-
ceive a grant under this subtitle for any fiscal
year only if the Secretary finds that the amount
erpended by the State for adult education and
literacy, in the second fiscal year preceding the
fiscal year for which the determination is made,
was not less than 90 percent of the amount er-
pended for adult education and literacy in the
third fiscal year preceding the fiscal year for
which the determination is made.

(2) WAIVER.—The Secretary may waive the re-
quirements of this subsection for 1 fiscal year
only if the Secretary determines that such a
waiver is equitable due to erceptional or uncon-
trollable circumstances, such as a natural dis-
aster or an unforeseen and precipitous decline
in the financial resources of the State.

(g) REALLOTMENT.—If the Secretary deter-
mines that any amount of a State's allotment
under this section for any fiscal year will not be
required for carrying out the program for which
such amount has been allotted, the Secretary
shall make such amount available for reallot-
ment to I or more States on the buasis that the
Secretary determines would best serve the pur-
pose of this title.

SEC. 212. PERFORMANCE MEASURES AND EX-
PECTED LEVELS OF PERFORMANCE,

(@) PERFORMANCE MEASURES.—The Secretary
shall publish the following performance meas-
ures to assess the progress of each eligible agen-

(1) Demonstrated improvements in literacy
skill levels in reading, writing and speaking the
English language, numeracy, and problem-solv-
ing.

(2) Attainment of secondary school diplomas
or their recognized equivalent.

(3) Placement in, retention in, or completion
of, postsecondary education, training, or unsub-
sidized employment.

(b) EXPECTED LEVELS OF PERFORMANCE.—In
developing a State plan, each eligible agency
shall negotiate with the Secretary the expected
levels of performance for the performance meas-
ures described in subsection (a).

SEC. 213. NATIONAL LEADERSHIP ACTIVITIES.

(@) AUTHORITY.—From the amount reserved
under section 211{a)(1) for any fiscal year, the
Secretary may establish a program of national
leadership and evaluation activities to enhance
the quality of adult education and literacy na-
tionwide.

(b) METHGD OF FUNDING.—The Secretary may
carry out national leadership and evaluation
activities directly or through grants, contracts,
or cooperative agreements.

(e) USES OF FUNDS.—Funds made available to
carry out this section shall be used for—

CONGRESSIONAL RECORD—SENATE

(1) research, such as estimating the number of
adults functioning at the lowest levels of lit-
eracy proficiency;

(2) demonstration of model and innovative
programs, such as the development of models for
basic skill certificates, identification of effective
strategies for working with adults with learning
disabilities and with individuals with limited
English proficiency who are adults, and work-
place literacy programs;

(3) dissemination, such as dissemination of in-
Jormation regarding promising practices result-
ing from federally funded demonstration pro-
grams;

(4) evaluations and assessments, such as peri-
odic independent evaluations of activities as-
sisted under this subtitle and assessments of the
condition and progress of literacy in the United
States;

(5) efforts to support capacity building at the
State and local levels, such as technical assist-
ance in program planning, assessment, evalua-
tion, and monitoring of activities under this
subtitle;

(6) data collection, such as improvement of
both local and State data systems through tech-
nical assistance and development of model per-
Jormance data collection systems;

(7) professional development, such as tech-
nical assistance activities to advance effective
training practices, identify eremplary profes-
sional development projects, and disseminate
new findings in adult education training,

(8) technical assistance, such as endeavors
that aid distance learning, and promote and im-
prove the use of technology in the classroom; or

(9) other activities designed to enhance the
quality of adull education and literacy nation-
wide.

CHAPTER 2—STATE PROVISIONS
SEC. 221. STATE ADMINISTRATION.

(a) IN GENERAL.—Euach eligible agency shall
be responsible for the State administration of ac-
tivities under this subtitle, including—

(1) the development, submission, and imple-
mentation of the State plan;

{2) consultation with other appropriate agen-
cies, groups, and individuals that are involved
in, or interested in, the development and imple-
mentation of activities assisted under this sub-
title; and

(3) coordination and nonduplication with
other Federal and State education, training,
corrections, public housing, and sociul service
programs.

(b) STATE-IMPOSED REQUIREMENTS.—When-
ever a State imposes any rule or policy relating
to the administration and operation of activities
Junded under this subtitle (including any rule
or policy based on State interpretation of any
Federal law, regulation, or guideline), the State
shall identify the rule or policy as a State-im-
posed requirement.

SEC. 222, STATE DISTRIBUTION OF FUNDS; STATE
SHARE.

(a) STATE DISTRIBUTION OF FUNDS.—Each eli-
gible agency receiving a grant under this sub-
title for a fiscal year—

(1) shall use not less than 80 percent of the
grant funds to carry out section 225 and to
award grants and contracts under section 231,
of which not more than 10 percent of the 80 per-
cent shall be available to carry out section 225;

(2) shall use not more than 15 percent of the
grant funds to carry out State leadership activi-
ties under section 223; and

(3) shall use not more than 5 percent of the
grant funds, or $80,000, whichever is greater, for
administrative erpenses of the eligible agency.

(b) STATE SHARE REQUIREMENT.—

(1) IN GENERAL.—In order to receive a grant
Srom the Secretary under section 211{b) each eli-
gible agency shall provide an amount egqual to
25 percent of the total amount of funds er-
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pended for adult education in the State or out-
lying area, ercept that the Secretary may de-
crease the amount of funds required under this
subsection for an eligible agency serving an out-
lying areq.

(2) STATE'S SHARE—An eligible agency's
funds required under paragraph (1) may be in
cash or in kind, fairly evaluated, and shall in-
clude only non-Federal funds that are used for
adult education and literacy activities in a man-
ner that is consistent with the purpose of this
subtitle.

SEC. 223, STATE LEADERSHIP ACTIVITIES.

(a) IN GENERAL—Each eligible agency shall
use funds made available under section 222(a)(2)
for 1 or more of the following activities:

(1) Professional development and training, in-
cluding training in the use of software and
technology.

(2} Developing and disseminating curricula for
adult education and literacy activities.

(3) Monitoring and evaluating the quality of,
and improvement in, services and activities con-
ducted with assistance under this subtitle.

(4) Establishing challenging performance
measures and levels of performance for literacy
proficiency in order to assess program guality
and improvement.

(5) Integration of literacy instruction and oc-
cupational skill training, and promoting link-
ages with employers.

(6) Linkages with postsecondary institutions.

(7) Supporting State or regional networks of
literacy resource centers.

(8) Other activities of statewide significance
that promote the purpose of this subtitle.

(b) COLLABORATION.—In carrying out this sec-
tion, eligible agencies shall collaborate where
possible and avoid duplicating efforts in order to
maximize the impact of the activities described
in subsection (a).

SEC. 224. STATE PLAN.

(a) 3-YEAR PLANS.—

(1) IN GENERAL.—Each eligible agency desiring
a grant under this subtitle for any fiscal year
shall submit to, or have on file with, the Sec-
retary a 3-year State plan.

(2) COMPREHENSIVE PLAN OR APPLICATION.—
The eligible agency may submit the State plan
as part of a comprehensive plan or application
Jor Federal education assistance.

(b) PLAN CONTENTS.—In developing the State
plan, and any revisions to the State plan, the
eligible agency shall include in the State plan or
revisions—

(1) an objective assessment of the needs of in-
dividuals in the State for adult education and
literacy activities, including individuals most in
need or hardest to serve, such as educationally
disadvantaged adults, immigrants, individuals
with limited English proficiency, incarcerated
individuals, homeless individuals, recipients of
public assistance, and individuals with disabil-
ities;

(2) a description of the adull education and
literacy activities that will be carried out with
any funds received under this subtitle;

(3) a description of how the eligible agency
will evaluate annually the effectiveness of the
adult education and literacy activities based on
the performance measures described in section
212;

(4) a description of how the eligible agency
will ensure that the data reported to the eligible
agency from eligible providers under this sub-
title and the data the eligible agency reports to
the Secretary are complete, accurate, and reli-
able;

(5) a description of the performance measures
required under section 212(a) and how such per-
formance measures and the erpected levels of
performance will ensure improvement of adult
education and literacy activities in the State or
outlying area;
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(6) an assurance that the funds received
under this subtitle will not be expended for any
purpose other than for activities under this sub-
title;

(7) a description of how the eligible agency
will fund local activities in accordance with the
priorities described in section 242(a);

(8) a description of how the eligible agency
will determine which eligible providers are eligi-
ble for funding in accordance with the pref-
erences described in section 242(b);

(9) a description of how funds will be used for
State leadership activities, which activities may
include professional development and training,
instructional technology, and management tech-
nology;

(10) an assurance that the eligible agency will
erpend the funds under this subtitle only in a
manner consistent with fiscal requirement in
section 241;

(11) a description of the process that will be
used for public participation and comment with
respect to the State plan;

(12) a description of how the eligible agency
will develop program strategies for populations
that include, at a minimum—

(A) low-income students,

(B) individuals with disabilities;

{C) single parents and displaced homemakers;
and

(D) individuals with multiple barriers to edu-
cational enhancement, including individuals
with limited English proficiency;

(13) a description of the measures that will be
taken by the eligible agency lo assure coordina-
tion of and avoid duplication among—

(A) adull education activities authorized
under this subtitle;

(B) activities authorized under title 111;

(C) programs authorized under the Wagner-
Peyser Act (29 U.S.C. 49 et seq.), title I of the
Rehabilitation Act of 1973 (29 U.S.C. 720 et seq.),
part A of title IV of the Social Security Act (42
U.8.C. 601 et seq.), section 6(d) of (he Food
Stamp Act of 1977 (7 U.8.C. 2015(d)), and title V
of the Older Americans Act of 1965 (42 U.S.C.
3056 et seq.);

(D) a work program authorized under section
6(o) of the Food Stamp Act of 1977 (7 U.S.C.
2015(0));

(E) activities authorized under chapter 2 of
title II of the Trade Act of 1974 (19 U.S.C. 2271
et seq.);

(F) activities authorized under chapter 41 of
title 38, United States Code;

(G) training activities carried out by the De-
partment of Housing and Urban Development;
and

(H) programs authorized under Smte unem-
ployment compensation laws in accordance with
applicable Federal law; and

(14) the description and information specified
in paragraphs (9) and (17) of section 304(b).

(e) PLAN REVISIONS.—When changes in condi-
tions or other factors require substantial revi-
sions to an approved State plan, the eligible
agency shall submit a revision to the State plan
to the Secretary.

(d) CONSULTATION.—The
shall—

(1) submit the State plan, and any revisions to
the State plan, to the Gavernor of the State for
review and comment,; and

(2) ensure that any comments by the Governor
regarding the State plan, and any revision to
the State plan, are submitted to the Secretary.

(e) PLAN APPROVAL.—

(1) IN GENERAL—The Secretary shall approve
a State plan, or a revision to an approved State
plan, only if the Secretary determines that—

(A) the State plan, or revision, respectively,
meets the requirements of this section; and

(B) the State's performance measures and ex-
pected levels of performance under section 212

eligible agency

CONGRESSIONAL RECORD—SENATE

are sufficiently rigorous to meet the purpose of
this title.

(2) DISAPPROVAL.—The Secretary shall not fi-
nally disapprove a State plan, ercept after giv-
ing the eligible agency notice and an oppor-
tunity for a hearing.

(3) PEER REVIEW.—The Secretary shall estab-
lish a peer review process to make recommenda-
tions regarding the approval of State plans.

SEC. 225. PROGRAMS FOR CORRECTIONS EDU

(a) PROGRAM AUTHORIZED.—From funds made
available under section 222(a)(1) for a fiscal
year, each eligible agency shall carry out cor-
rections education or education for other insti-
tutionalized individuals.

(b) Uses oF FUNDS.—The funds described in
subsection (a) shall be used for the cost of edu-
cational programs for criminal offenders in cor-
rections institutions and for other institutional-
ized individuals, including academic programs
for—

(1) basic education;

(2) special education programs as determined
by the State;

(3) bitingual programs, or English as a second
language programs; and

(4) secondary school credit programs.

(c) DEFINITION OF CRIMINAL OFFENDER,—

(1) CRIMINAL OFFENDER.—The term “‘criminal
offender’’ means any individual who is charged
with or convicted of any criminal offense.

(2) CORRECTIONAL INSTITUTION.—The
“correctional institution" means any—

(A) prison;

(B) jail;

(C) reformatory;

(D) work farm;

(E) detention center; or

(F) halfway house, community-based rehabili-
tation center, or any other similar institution
designed for the confinement or rehabilitation of
criminal offenders.

CHAPTER 3—LOCAL PROVISIONS
SEC. 231. GRANTS AND CONTRACTS FOR ELIGI-
BLE PROVIDERS.

(a) GRANTS.—From funds made available
under section 222(a)(1), each eligible agency
shall award multiyear grants or contracts to eli-
gible providers within the State to enable the el-
igible providers to develop, implement, and im-
prove adult education and literacy activities
within the State.

(b) SpeciAL RULE.—FEach eligible agency re-
ceiving funds under this subtitle shall ensure
that all eligible providers have direct and equi-
table access to apply for grants or contracls
under this section.

(c) REQUIRED LOCAL ACTIVITIES.—Each eligi-
ble provider receiving a grant or contract under
this subtitle shall establish programs that pro-
vide instruction or services thal meet the pur-
pose described in section 202(b), such as—

(1) adult education and lileracy services; or

(2) English literacy programs.

SEC. 232. LOCAL APPLICATION.

Each eligible provider desiring a grant or con-
tract under this subtitlie shall submit an applica-
tion to the eligible agency containing such in-
formation and assurances as the eligible agency
may require, including—

(1) a description of how funds awarded under
this subtitle will be spent;

(2) how the exrpected levels of performance of
the eligible provider with respect to participant
recruitment, retention, and performance meas-
ures described in section 212, will be met and re-
ported to the eligible agency, and

(3) a description of any cooperative arrange-
ments the eligible provider has with other agen-
cies, institutions, or organizations for the deliv-
ery of adult education and literacy programs.
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SEC. 233. LOCAL ADMINISTRATIVE COST LIMITS.

(a) IN GENERAL.—Subject to subsection (b), of
the sum that is made available under this sub-
title to an eligible provider—

(1) not less than 95 percent shall be exrpended
for carrying out adult education and literacy
activities; and

(2) the remaining amount, not to exceed 5 per-
cent, shall be used for planning, administration,
personnel development, and interagency coordi-
nation.

(b) SPECIAL RULE—In cases where the cost
limits described in subsection (a) are too restric-
tive to allow for adequate planning, administra-
tion, personnel development, and interagency
coordination, the eligible provider shall nego-
tiate with the eligible agency in order to deter-
mine an adequate level of funds to be used for
noninstructional purposes.

CHAPTER 4—GENERAL PROVISIONS
SEC. 241. ADMINISTRATIVE PROVISIONS.

(@) SUPPLEMENT NOT SUPPLANT.—Funds made
available for adult education and literacy ac-
tivities under this subtitle shall supplement and
not supplant other State or local public funds
erpended for adult education and literacy ac-
tivities.

(b) REPRESENTATION.—The eligible agency
shall provide representation to the statewide
partnership.

SEC. 242. PRIORITIES AND PREFERENCES.

(a) PRIORITIES —Each eligible agency and eli-
gible provider receiving assistance under this
subtitle shall give priority in using the assist-
ance to adult education and literacy activities
that—

(1) are built on a strong foundation of re-
search and effective educational practice;

(2) effectively employ advances in technology,
as appropriate, including the use of computers;

(3) provide learning in real life conterts to en-
sure that an individual has the skills needed to
compete in a global economy and erercise the
rights and responsibilities of citizenship;

(4) are staffed by well-trained instructors,
counselors, and administrators;

(5) are of sufficient intensily and duration for
participants lo achieve substantial learning
gains, such as by earning a basic skills certifi-
cate that reflects skills acqutsitian and has
meaning to employers;

(6) establish measurable performance levels for
participant outcomes, such as levels of literacy
achieved and attainment of a secondary school
diploma or its recognized equivalent, that are
tied to challenging State performance levels for
literacy proficiency;

(7) coordinate with other available resources
in the community, such as by establishing
strong links with elementary schools and sec-
ondary schools, postsecondary institutions, 1-
stop customer service centers, job training pro-
grams, and social service agencies;

(8) offer flexible schedules and support serv-
ices (such as child care and transportation) that
are necessary to enable individuals, including
individuals with disabilities or other special
needs, to attend and complete programs; and

(9) maintain a high-quality information man-
agement system that has the capacity to report
client outcomes and to monitor program per-
formance against the State performance meas-
ures.

(b) PREFERENCES.—In determining which eli-
gible providers will receive funds under this sub-
title for a fiscal year, each eligible agency re-
ceiving a grant under this subtitle, in addition
to addressing the priorities described in sub-
section (a), shall—

(1) give preference to eligible providers that
the eligible agency determines serve—

(A) local areas with high concentrations of in-
dividuals in poverty or with low levels of lit-
eracy (including English language proficiency);
or
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(B) local communities that have a dem-
onstrated need for additional English as a sec-
ond language programs; and

(2) consider—

(A) the results, if any, of the evaluations re-
quired under section 244(a); and

(B) the degree to which the eligible provider
will coordinate with and utilize other literacy
and social services available in the community.
SEC. 243. INCENTIVE GRANTS.

{a) IN GENERAL.—The Secretary may make
grants to States that erceed the erpected levels
of performance for performance measures estab-
lished under this Act.

(b) USE oF FUNDS.—A State that receives an
incentive grant under this section shall use the
funds made available through the grant to carry
out innovative vocational education, adult edu-
cation and literacy, or workforce investment
programs as determined by the State.

SEC. 244. EVALUATION, IMPROVEMENT, AND AC-
COUNT-

ABILITY.

(a) LOCAL EVALUATION.—Each eligible agency
shall biennially evaluate the adult education
and literacy activities of each eligible provider
that receives a grant or contract under this sub-
title, using the performance measures estab-
lished under section 212.

(b) IMPROVEMENT ACTIVITIES.—If, after re-
viewing the evaluation, an eligible agency deter-
mines that an eligible provider is not making
substantial progress in achieving the purpose of
this subtitle, the eligible agency may work joint-
ly with the eligible provider to develop an im-
provement plan. If, after not more than 2 years
of implementation of the improvement plan, the
eligible agency determines that the eligible pro-
vider is not making substantial progress, the eli-
gible agency shall take whatever corrective ac-
tion the eligible agency deems necessary, which
may include termination of funding or the im-
plementation of alternative service arrange-
ments, consistent with State law. The eligible
agency shall take corrective action under the
preceding sentence only after the eligible agency
has provided technical assistance to the eligible
provider and shall ensure, to the extent prac-
ticable, that any corrective action the eligible
agency takes allows for continued services to
and activities for the individuals served by the
eligible provider.

(c) STATE REPORT.—

(1) IN GENERAL.—The eligible agency shall re-
port annually to the Secretary regarding the
quality and effectiveness of the adult education
and literacy activities funded through the eligi-
ble agency’s grants or contracts under this sub-
title, based on the performance measures and
erpected levels of performance included in the
State plan.

(2) INFORMATION.—The eligible agency shall
include in the reports such information, in such
Jorm, as the Secretary may require in order to
ensure the collection of uniform national data.

(3) AVAILABILITY —The eligible agency shall
make available to the public the annual report
under this subsection.

(d) TECHNICAL ASSISTANCE.—If the Secretary
determines that the eligible agency is not prop-
erly implementing the eligible agency’s respon-
sibilities under subsection (b), or is not making
substantial progress in meeting the purpose of
this subtitle, based on the performance measures
and erpected levels of performance included in
the eligible agency's State plan, the Secretary
shall work with the eligible agency to implement
improvement activities.

(e} WITHHOLDING OF FEDERAL FUNDS.—If, not
earlier than 2 years after implementing activities
described in subsection (d), the Secretary deter-
mines that the eligible agency is not making suf-
ficient progress, based on the eligible agency's
performance measures and exrpected levels of
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performance, the Secrelary, after notice and op-
portunity for a hearing, shall withhold from the
eligible agency all, or a portion, of the eligible
agency's grant under this subtitle. The Sec-
retary may use funds withheld under the pre-
ceding sentence to provide, through alternative
arrangements, services and activities within the
State to meet the purpose of this title.

SEC. 245. NATIONAL INSTITUTE FOR LITERACY.

(a) PURPOSE.—The purpose of this section is
to establish a National Institute for Literacy
that—

(1) provides national leadership regarding lit-
eracy;

(2) coordinates literacy services and policy;
and

(3) is a national resource for adult education
and literacy, by providing the best and most
current information available and supporting
the creation of new ways to offer improved lit-
eracy services.

(b) ESTABLISHMENT.—

(1) IN GENERAL.—There shall be a National In-
stitute for Literacy (in this section referred to as
the “Institute’’). The Institute shall be adminis-
tered under the terms of an interagency agree-
ment entered into by the Secretary with the Sec-
retary of Labor and the Secretary of Health and
Human Services (in this section referred to as
the “Interagency Group''). The Secretary may
include in the Institute any research and devel-
opment center, institute, or clearinghouse estab-
lished within the Department of Education the
purpose of which is determined by the Secretary
to be reluted to the purpose of the Institute.

(2) RECOMMENDATIONS.—The Interagency
Group shall consider the recommendalions of
the National Institute for Literacy Advisory
Board (in this section referred to as the
“Board"') established under subsection (e} in
planning the goals of the Institute and in the
implementation of any programs to achieve the
goals, If the Board's recommendations are not
followed, the Interagency Group shall provide a
written erplanation to the Board concerning ac-
tions the Interagency Group takes that are in-
consistent with the Board's recommendations,
including the reasons for not following the
Board's recommendations with respect to the ac-
tions. The Board may also request a meeting of
the Interagency Group to discuss the Board's
recommendations.

(3) DAILY OPERATIONS.—The daily operations
of the Institute shall be administered by the Di-
rector of the Institute.

(c) DUTIES.—

(1) IN GENERAL.—In order to provide leader-
ship for the improvement and exrpansion of the
system for delivery of literacy services, the Insti-
tute is authorized to—

(A) establish a national electronic data base
of information that disseminates information to
the broadest possible audience within the lit-
eracy and basic skills field, and that includes—

(i) effective practices in the provision of lit-
eracy and basic skills instruction, including the
integration of such instruction with occupa-
tional skills training;

(ii) public and private literacy and basic skills
programs and Federal, State, and local policies
affecting the provision of literacy services at the
national, State, and local levels;

(iii) opportunities for technical assistance,
meetings, conferences, and other opportunities
that lead to the improvement of literacy and
basic skills services; and

(iv) a communication network for literacy pro-
grams, providers, social service agencies, and
students;

(B) coordinate support for the provision of lit-
eracy and basic skills services across Federal
agencies and at the State and local levels;

(C}) coordinate the support of research and de-
velopment on literacy and basic skills for adults
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across Federal agencies, especially with the Of-
fice of Educational Research and Improvement
in the Department of Education, and carry out
basic and applied research and development on
topics that are not being investigated by other
organizations or agencies;

(D) collect and disseminate information on
methods of advancing literacy;

(E) provide policy and technical assistance to
Federal, State, and local entities for the im-
provement of policy and programs relating to lit-
eracy;

(F) fund a network of State or regional adult
literacy resource centers to assist State and local
public and private nonprofit efforts to improve
literacy by—

(i) encouraging the coordination of literacy
services; and

(ii) serving as a link between the Institute and
providers of adult educalion and literacy activi-
ties for the purpose of sharing information,
data, research, expertise, and literacy resources;
and

(G) undertake other activities that lead to the
improvement of the Nation's literacy delivery
system and that complement other such efforts
being undertaken by public and private agencies
and organizations.

(2) GRANTS, CONTRACTS, AND COOPERATIVE
AGREEMENTS.—The Institute may award grants
to, or enter into contracts or cooperative agree-
ments with, individuals, public or private insti-
tutions, agencies, organizations, or consortia of
such institutions, agencies, or organizations to
carry out the activities of the Institute. Such
grants, contracts, or agreements shall be subject
to the laws and regulations that generally apply
to grants, contracts, or agreements entered into
by Federal agencies.

(d) LITERACY LEADERSHIP.—

(1) IN GENERAL.—The Institute may, in con-
sultation with the Board, award fellowships,
with such stipends and allowances that the Di-
rector considers necessary, to outstanding indi-
viduals pursuing careers in adult education or
literacy in the areas of instruction, manage-
ment, research, or innovation.

(2) FELLOWSHIPS.—Fellowships  awarded
under this subsection shall be used, under the
auspices of the Institute, to engage in research,
education, training, technical assistance, or
other activities to advance the field of aduit
education or literacy, including the training of
volunteer literacy providers at the national,
State, or local level.

(3) INTERNSHIPS.—The Institute, in consulta-
tion with the Board, is authorized to award
paid and unpaid internships to individuals
seeking to assist in carrying out the Institute's
purpose and o accept assistance from volun-
teers.

(e) NATIONAL INSTITUTE FOR LITERACY ADVI-
SORY BOARD.—

(1) ESTABLISHMENT.—

(A) IN GENERAL.—There shall be a National
Institute for Literacy Advisory Board, which
shall consist of 10 individuals appointed by the
President with the advice and consent of the
Senate.

(B) ComposiTioN.—The Board shall comprise
individuals who are not otherwise officers or
employees of the Federal Government and who
are representative of such entities as—

(i) literacy organizations and providers of lit-
eracy services, including nonprofit providers,
providers of English as a second language pro-
grams and services, social service organizations,
and eligible providers receiving assistance under
this subtitle;

(i1) businesses that have demonstrated interest
in literacy programs;

(iii) literacy students, including literacy stu-
dents with disabilities;

(iv) experts in the area of literacy research;
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(v) State and local governments;

(vi) State Directors of adult education; and

(vii) labor organizations.

(2) buries—The Board shall—

(A) make recommendations concerning the ap-
pointment of the Director and staff of the Insti-
tute; and

(B) provide independent advice on the oper-
ation of the Institute.

(3) APPOINTMENTS.—

(A) IN GENERAL—Appointments to the Board
made after the date of enactment of the Work-
force Investment Partnership Act shall be for 3-
year terms, ercept that the initial terms Jfor
members may be established at 1, 2, or 3 years in
order to establish a rotation in which % of the
members are selected each year.

{B) VACANCIES.—Any member appointed to fill
a vacancy occurring before the expiration of the
term for which the member's predecessor was ap-
pointed shall be appointed only for the remain-
der of that term. A member may serve after the
exrpiration of that member's term until a suc-
cessor has taken office.

(4) OFFICERS.—The Chairperson and Vice
Chairperson of the Board shall be elected by the
members.

(5) MEETINGS.—The Board shall meet at the
call of the Chairperson or a majority of its mem-
bers.

() GIFTS, BEQUESTS, AND DEVISES,—

(1) IN GENERAL.—The Institute may accept,
administer, and use gifts or donations of serv-
ices, money, or property, whether real or per-
sonal, tangible or intangible.

(2) RULES.—The Board shall establish written
rules setting forth the criteria to be used by the
Institute in determining whether the acceptance
of conlributions of services, money, or property
whether real or personal, tangible or intangible,
would reflect unfavorably upon the ability of
the Institute or any employee to carry out its re-
sponsibilities or official duties in a fair and ob-
jective manner, or would compromise the integ-
rity or the appearance of the integrity of its pro-
grams or any official involved in those pro-
grams.

(g) MAILS.—The Board and the Institute may
use the United States mails in the same manner
and under the same conditions as other depart-
ments and agencies of the United States.

(h) STAFF—The Interagency Group, after
considering recommenduations made by the
Board, shall appoint and fiz the pay of a Direc-
tor.

(i) APPLICABILITY OF CERTAIN CIVIL SERVICE
LAaws.—The Director and staff of the Institute
may be appointed without regard to the provi-
sions of title 5, United States Code, governing
appointments in the competitive service, and
may be paid without regard to the provisions of
chapter 51 and subchapter [II of chapter 53 of
that title relating to classification and General
Schedule pay rates, ercept that an individual so
appointed may not receive pay in ercess of the
annual rate of basic pay payable for level IV of
the Executive Schedule.

(1) EXPERTS AND CONSULTANTS.—The Institute
may procure temporary and intermittent services
under section 3109(b) of title 5, United States
Code.

(k) REPORT.—The Institute shall submit a bi-
ennial report to the Interagency Group and
Congress.

(1) NONDUPLICATION.—The Institute shall not
duplicate any functions carried out by the Sec-
retary, the Secretary of Labor, or the Secretary
of Health and Human Services under this sub-
title. This subsection shall not be construed to
prohibit the Secretaries from delegating such
functions to the Institute.

(m) FUNDING.—Any amounts appropriated to
the Secretary, the Secretary of Labor, the Sec-
retary of Health and Human Services, or any
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other department that participates in the Insti-
tute for purposes that the Institute is authorized
to perform under this section may be provided to
the Institute for such purposes.

SEC. 246. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to
carry out this title such sums as may be nec-
essary for fiscal year 1999 and each of the 5 suc-
ceeding fiscal years.

Subtitle B—Repeal
SEC. 251. REPEAL.

(@) REPEAL—The Adult Education Act (20
U.S.C. 1201 et. seq.) is repealed.

(b) CONFORMING AMENDMENTS.—

(1) REFUGEE EDUCATION ASSISTANCE ACT.—
Subsection (b) of section 402 of the Refugee Edu-
cation Assistance Act of 1980 (8 U.5.C. 1522
note) is repealed.

(2) ELEMENTARY AND SECONDARY EDUCATION
ACT OF 1965.—

(A) SECTION 1202 OF ESEA.—Section 1202(c)(1)
of the Elementary and Secondary Education Act
of 1965 (20 U.S.C. 6362(c)1)) is amended by
striking “Adult Education Act™ and inserting
“Workforce Investment Partnership Act of
1998,

(B) SECTION 1205 OF ESEA—Section 1205(8)(B)
of such Act (20 U.S.C. 6365(8)(B)) is amended by
striking “Adult Education Act" and inserting
“Workforce Investment Partnership Act of

1998,
(C) SECTION 1206 OF  ESEA.—Section
1206(a)(1)(A) of such Act (20 U.S.C.

G366(a)1)(A)) is amended by striking “‘an adult
basic education program under the Adult Edu-
cation Act'' and inserting “‘adult education and
literacy activities under the Workforce Invest-
ment Partnership Act of 1998,

(D) SECTION 3113 OF ESEA.—Section 3113(1) of
such Act (20 U.S5.C. 6813(1)) is amended by strik-
ing “'section 312 of the Adult Education Act”
and inserting ‘‘section 2 of the Workforce In-
vestment Partnership Act of 1998"".

(E) SECTION 8161 OF ESEA.—Section 9161(2) of
such Act (20 U.58.C. 7881(2)) is amended by strik-
ing ‘‘section 312(2) of the Adult Education Act’
and inserting ‘‘section 2 of the Workforce In-
vestment Partnership Act of 1998,

(3) OLDER AMERICANS ACT OF 1965.—Section
203(b)(8) of the Older Americans Act of 1965 (42
U.S8.C. 3013(b)(8)) is amended by striking **Adult
Education Act’' and inserting ‘‘Workforce In-
vestment Partnership Act of 1998"".

(4) NATIONAL LITERACY ACT OF 1991.—The Na-
tional Literacy Act of 1991 (20 U.5.C. 1201 note)
is repealed.

TITLE [II—WORKFORCE INVESTMENT AND
RELATED ACTIVITIES

Subtitle A—Workforce Investment Activities
CHAPTER 1—ALLOTMENTS TO STATES

FOR ADULT EMPLOYMENT AND TRAIN-

ING ACTIVITIES, DISLOCATED WORKER

EMPLOYMENT AND TRAINING ACTIVI-

TIES, AND YOUTH ACTIVITIES
SEC. 301. GENERAL AUTHORIZATION.

The Secretary of Labor shall make an alloi-
ment to each State that has a State plan ap-
proved under section 304 and a grant to each
outlying area that complies with the reguire-
ments of this title, to enable the State or out-
lying area to assist local areas in providing,
through a statewide workforce investment sys-
tem—

(1) adull employment and training activities;

(2) dislocated worker employment and train-
ing activities; and

(3) youth activities, including summer employ-
ment opportunities, tutoring, activities to pro-
mote study skills, alternative secondary school
services, employment skill training, adult men-
toring, and supportive services.

SEC. 302. STATE ALLOTMENTS.
(a) IN GENERAL.—The Secretary shall—
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(1) make allotments and grants from the total
amount appropriated under section 322(a) for a
fiscal year in accordance with subsection (b)(1);

(2)(A) reserve 20 percent of the amount appro-
priated under section 322(b) for a fiscal year for
use under subsection (b)2)(A), and under sec-
tions 366(b)(2), 367(f), and 369; and

(B) make allotments from 80 percent of the
amount appropriated under section 322(b) for a
fiscal year in accordance with subsection
(b)(2)(B); and

(3)(A) for each fiscal year in which the
amount appropriated under section 322(c) ex-
ceeds $1,000,000,000, reserve a portion deter-
mined under subsection (b)(3)(A) of the amount
appropriated under section 322(c) for use under
sections 362 and 364; and

(B) use the remainder of the amount appro-
priated under section 322(c) for a fiscal year to
make allotments and grants in accordance with
subparagraphs (B) and (C) of subsection (b)(3)
and make funds available for use under section
361.

(b) ALLOTMENT AMONG STATES.—

(1) ADULT EMPLOYMENT AND TRAINING ACTIVI-
TIES.—

(A) OUTLYING AREAS.—

(i) IN GENERAL—From the amount made
available under subsection (a)(l) for a fiscal
year, the Secretary shall reserve not more than
s of 1 percent—

(1) to provide assistance to the United States
Virgin Islands, Guam, American Samoa, and the
Commonwealth of the Northern Mariana Is-
lands to carry out adult employment and train-
ing activities; and

(11} for each of the fiscal years 1999 through
2004, to carry out the competition described in
clause (iii), except that the amount reserved to
carry out such clause for any such [iscal year
shall not erceed the amount reserved for the
Freely Associated States for fiscal year 1998,
from amounts reserved under section 202(a)(1) of
the Job Training Partnership Act (29 U.S.C.
1602(a)(1)) (as in effect on the day before the
date of enactment of this Act).

(ii) AppLICATION.—To be eligible to receive a
grant under this subparagraph, an outlying
area shall submit an application to the Sec-
retary at such time, in such manner, and con-
taining such information and assurances as the
Secretary may require.,

(iii) COMPETITIVE GRANTS.—The Secretary
shall use funds described in clause (i)(II) to
make grants to Guam, American Samoa, the
Commonwealth of the Northern Mariana [s-
lands, the Republic of the Marshall Islands, the
Federated States of Micronesia, or the Republic
of Palau to carry out adult employment and
training activities.

(iv) BAsis.—The Secretary shall make grants
pursuant to clause (iii) on a competitive basis
and pursuant to the recommendations of experts
in the field of employment and training, work-
ing through the Pacific Region Educational
Laboratory in Honolulu, Hawaii.

(v) ASSISTANCE REQUIREMENTS.—Any Freely
Associated State that desives to receive a grant
made under clause (iii) shall include in the ap-
plication of the State for assistance—

(1) information demonstrating that the State
will meet all conditions of the regulations de-
scribed in clause (ix); and

(1I) an assurance that, notwithstanding any
other provision of this title, the State will use
the amounts made available through such
grants only for the direct provision of services.

(vi) TERMINATION OF ELIGIBILITY.—Notwith-
standing any other provision of law, the Freely
Associated States shall not receive any funds
under clause (iit) for any program year that be-
gins after September 30, 2004.

(vii) ADMINISTRATIVE COSTS.—The Secretary
may provide not more than 5 percent of the
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amount made available for grants under clause
(iii) to pay the administrative costs of the Pa-
cific Region Educational Laboratory in Hono-
lulu, Hawaii, regarding activities assisted under
this subparagraph.

(viii) ADDITIONAL REQUIREMENT.—The provi-
sions of Public Law 95-134, permitling the con-
solidation of grants by the outlying areas, shall
not apply to funds provided to those areas, in-
cluding the Freely Associated States, under this
subparagraph.

(iz) REGULATIONS.—The Secretary shall issue
regulations specifying requirements of this title
that apply to outlying areas receiving funds
under this subparagraph.

(B) STATES.—

(i) IN GENERAL—After determining the
amount to be reserved under subparagraph (A),
the Secretary shall allot the remainder of the
amount referred to in subsection (a)(1} for a fis-
cal year to the States pursuant to clause (ii) for
adult employment and training activities.

(ii) ForRMULA.—Subject to clauses (iii) and
(iv), of the remainder—

(1) 33%s percent shall be allotted on the basis
of the relative number of unemployed individ-
uals in areas of substantial unemployment in
each State, compared to the total number of un-
employed individuals in areas of substantial un-
employment in all States;

(11) 33" percent shall be allotted on the basis
of the relative excess number of unemployed in-
dividuals in each State, compared to the total
excess number of unemployed individuals in all
States; and

(111) 33's percent shall be allotted on the basis
of the relative number of disadvantaged adults
in each State, compared to the total number of
disadvantaged adults in all States, ercept as de-
scribed in clause (iii).

(iti) CALCULATION.—In determining an allot-
ment under clause (ii)(1II) for any State in
which there is a local area designated under
section 307(a)(2)(A)(ii), the allotment shall be
based on the higher of—

(1) the number of adults in families with an
income below the low-income level in such area;
or

(Il) the number of disadvantaged adulls in
such area.

(iv) MINIMUM AND MAXIMUM PERCENTAGES
AND MINIMUM ALLOTMENTS.—In making allot-
ments under this subparagraph, the Secretary
shall ensure the following:

(1) MINIMUM PERCENTAGE—The Secretary
shall ensure that no State shall receive an allot-
ment percentage for a fiscal year that is less
than 90 percent of the allotment percentage of
the State for the preceding fiscal year.

(11) SMALL STATE MINIMUM ALLOTMENT.—Sub-
ject to subclauses (I) and (111), the Secretary
shall ensure that no State shall receive an allot-
ment under this subparagraph that is less than
2 of 1 percent of the remainder described in
clause (i) for a fiscal year.

(I11) MAXIMUM PERCENTAGE.—Subject to sub-
clause (I), the Secretary shall ensure that no
State shall receive an allotment percentage for a
fiscal year that is more than 130 percent of the
allotment percentage of the State for the pre-
ceding fiscal year.

(v) DEFINITIONS. —In this subparagraph:

(1) ADULT.—The term “‘adult’ means an indi-
vidual who is not less than age 22 and not more
than age 72.

(11) ALLOTMENT PERCENTAGE.—The term “‘al-
lotment percentage’’, used with respect to fiscal
vear 1999 or a subsequent fiscal year, means a
percentage of the remainder described in clause
(i), received through an allotment made under
this subparagraph, for the fiscal year. The term,
used with respect to fiscal year 1998, means the
percentage of the amounts allotted to States
under section 202(a) of the Job Training Part-
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nership Act (29 U.S5.C. 1602(a)) (as in effect on
the day before the date of enactment of this Act)
received under such section by the State in-
volved for fiscal year 1998.

(II1) AREA OF SUBSTANTIAL UNEMPLOYMENT.—
The term “area of substantial unemployment’™
means any areq that is of sufficient size and
scope to sustain a program of workforce invest-
ment activities carried out under this subtitle
and that has an average rate of unemployment
of at least 6.5 percent for the most recent 12
months, as determined by the Secretary. For
purposes of this subclause, determinations of
areas of substantial unemployment shall be
made once each fiscal year.

(IV) DISADVANTAGED ADULT.—Subject to sub-
clause (V), the term “disadvantaged adult”
means an adult who received an income, or is a
member of a family that received a total family
income, that, in relation to family size, does not
exceed the higher of—

faa) the poverty line; or

(bb) 70 percent of the lower living standard in-
come level.

(V) DISADVANTAGED ADULT SPECIAL RULE.—
The Secretary shall, as appropriate and to the
extent practicable, exclude students at an insti-
tution of higher education and members of the
Armed Forces from the determination of the
number of disadvantaged adults.

(VI) EXCESS NUMBER.—The term “‘excess num-
ber”” means, used with respect to the ercess
number of wunemployed individuals within a
State, The higher of—

(aa) the number that represents the number of
unemployed individuals in ercess of 4.5 percent
of the civilian labor force in the State; or

(bb) the number that represents the number of
unemployed individuals in ercess of 4.5 percent
of the civilian labor force in areas of substantial
unemployment in such State.

(2) DISLOCATED WORKER EMPLOYMENT AND
TRAINING.—

(A) OUTLYING AREAS.—

(i) IN GENERAL.—From the amount made
available under subsection (a)(2)(4) for a fiscal
year, the Secretary shall reserve not more than
Y of 1 percent of the amount made available
under subsection (a)(2)—

(1) to provide assistance to the United States
Virgin Islands, Guam, American Samoa, and the
Commonwealth of the Northerm Mariana [Is-
lands to carry out dislocated worker employ-
ment and training activities; and

(1) for each of the fiscal years 1999 through
2004, to carry out the competition described in
clause (iii), except that the amount reserved to
carry out such clause for any such fiscal year
shall not erceed the amount reserved for the
Freely Associated States for fiscal year 1998,
from amounts reserved under section 302(e) of
the Job Training Partnership Act (29 U.S.C.
1652(e)) (as in effect on the day before the date
of enactment of this Act).

(ii) APPLICATION.—To be eligible to receive a
grant under this subparagraph, an outlying
area shall submit an application to the Sec-
retary at such time, in such manner, and con-
taining such information and assurances as the
Secretary may require.

(iii) COMPETITIVE GRANTS.—The Secretary
shall use funds described in clause (i)(II) to
make grants to Guam, American Samoa, the
Commonwealth of the Northern Mariana Is-
lands, the Republic of the Marshall Islands, the
Federated States of Micronesia, or the Republic
of Palau to carry out dislocated worker employ-
ment and training activities.

(iv) Basis.—The Secretary shall make grants
pursuant to clause (iiil) on a competitive basis
and pursuant to the recommendations of erperts
in the field of employment and training, work-
ing through the Pacific Region Educational
Laboratory in Honolulu, Hawaii.
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(v) ASSISTANCE REQUIREMENTS.—Any Freely
Associated State that desires to receive a grant
made under clause (iii) shall include in the ap-
plication of the State Jor assistance—

(1) information demonstrating that the State
will meet all conditions of the regulations de-
scribed in clause (ix); and

(I11) an assurance that, notwithstanding any
other provision of this title, the State will use
the amounts made available through such
grants only for the direct provision of services.

(vi) TERMINATION OF ELIGIBILITY.—
Nothwithstanding any other provision of law,
the Freely Associated States shall not receive
any funds under clause (iii) for any program
vear that begins after September 30, 2004,

(vii) ADMINISTRATIVE COSTS.—The Secretary
may provide not more than 5 percent of the
amount made available for grants under clause
(iii) fo pay the administrative costs of the Pa-
cific Region Educational Laboratory in Hono-
lulu, Hawaii, regarding activities assisted under
this subparagraph.

(viii) ADDITIONAL REQUIREMENT.—The provi-
sions of Public Law 95-134, permitting the con-
solidation of grants by the outlying areas, shall
not apply to funds provided to those areas, in-
cluding the Freely Associated States, under this
subparagraph.

(ir) REGULATIONS.—The Secretary shall issue
regulations specifying requirements of this title
that apply to outlying areas receiving funds
under this subparagraph.

(B) STATES.—

(i) IN GENERAL.—The secretary shall allot the
amount referred to in subsection (a)(2)(B) for a
fiscal year to the States pursuant to clause (ii)
Jor dislocated worker employment and training
activities.

(ii) FORMULA.—Of the amount—

(1) 33%s percent shall be allotted on the basis
of the relative number of unemployed individ-
uals in each State, compared to the total num-
ber of unemployed individuals in all States;

(11) 33': percent shall be allotted on the basis
of the relative ercess number of unemployed in-
dividuals in each State, compared to the total
excess number of unemployed individuals in all
States; and

(111) 33's percent shall be allotted on the basis
of the relative number of individuals in each
State who have been unemployed for 15 weeks or
more, compared to the total number of individ-
wuals in all States who have been unemployed for
15 weeks or more.

(iii) DEFINITION.—In this subparagraph, the
term “‘ercess number' means, used with respect
to the excess number of unemployed individuals
within a State, the number that represents the
number of u ployed individuals in ercess of
4.5 percent of the civilian labor force in the
State.

(3) YOUTH ACTIVITIES. —

(A) YOUTH OPPORTUNITY GRANTS.—

(i) IN GENERAL.—For each fiscal year in which
the amount appropriated under section 322(c)
erceeds $1,000,000,000, the Secretary shall re-
serve a portion of the amount to provide youth
opportunity grants and other activities under
section 364 and provide youth activities under
section 362,

(ii) PORTION.—The portion referred to include
clause (1) shall equal, for a fiscal year—

(1) ercept as provided in subclause (1), the
difference obtained by subtracting $1,000,000,000
from the amount described in clause (i); and

(1) for any fiscal year in which the amount
is $1,250,000,000 or greater, $250,000,000.

(iii) YOUTH ACTIVITIES FOR FARMWORKERS.—
From the portion described in clause (i) for a fis-
cal year, the Secretary shall make available
$10,000,000 to provide youth activities under sec-
tion 362.

(iv) ROLE MODEL ACADEMY PROJECT.—From
the portion described in clause (i) for fiscal year
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1999, the Secretary shall make available not
more than $10,000,000 to carry out section 364(g).
(B) OUTLYING AREAS.—

(i) IN GENERAL—From the amount made
available under subsection (a)(3NB) for a fiscal
year, the Secretary shall reserve not more than
Y of 1 percent—

(1) to provide assistance to the United States
Virgin Islands, Guam, American Samoa, and the
Commonwealth of the Northern Mariana Is-
lands to carry out youth activities; and

(1) for each of the fiscal years 1999 through
2004, to carry out the competition described in
clause (iii), except that the amount reserved to
carry out such clause for any such fiscal year
shall not exceed the amount reserved for the
Freely Associated States for fiscal year 1998,
from amounts reserved under sections 252(a) and
262(a)(1) of the Job Training Partnership Act (29
U.S.C. and 1631(a) and 1642(a)(1)) (as in effect
on the day before the date of enactment of this
Act).

(ii) APPLICATION.— To be eligible to receive a
grant under this subparagraph, an outlying
area shall submit an applications to the Sec-
retary at such time, in such manner, and con-
taining such information and assurances as the
Secretary and may reguire.

(iif) COMPETITIVE GRANTS.—The Secretary
shall use funds described in clause (i)(ii) to
make grants to Guam, American Samoa, the
Commonwealth of the Northern Mariana Is-
lands, the Republic of the Marshall Islands, the
Federated States of Micronesia, or the republic
of Palau to carry out youth activities.

(iv) Basis.—The Secretary shall make grants
pursuant to clause (iii) on a competitive basis
and pursuant to the recommendations of experts
in the field of employment and training, work-
ing through the Pacific Region Educational
Laboratory in Honolulu, Hawaii.

(v) ASSISTANCE REQUIREMENTS.—Any Freely
Associated State that desires to receive a grant
made under clause (iii) shall inelude in the ap-
plication of the State for assistance—

(D) information demonstrating that the State
will meet all conditions of the regulations de-
scribed in clause (iz); and

(11) an assurance that, notwithstanding any
other provision of this title, the State will use
the amounts made available through such
grants only for the direct provision of services.

(vi) TERMINATION OF ELIGIBILITY. —
Nothwithstanding any other provision of law,
the Freely Associated States shall not receive
any funds under clause (iii) for any program
year that begins after September 30, 2005.

(vii) ADMINISTRATIVE COSTS.— The Secretary
may provide not more than 5 percent of the
amount made available for grants under clause
(1ii) to pay the administrative costs of the Pa-
cific Region Educational Laboratory in Hono-
lulu, Hawaii, regarding activities assisted under
this subparagraph.

(viii) ADDITIONAL REQUIREMENT—The provi-
sions of Public Law 95-134, permitting the con-
solidation of grants by the outlying areas, shall
not apply to funds provided to those areas, in-
cluding the Freely Associated States, under this
subparagraph.

(ir) REGULATIONS.—The Secretary shall issue
regulations specifying requirements of this title
that apply to outlying areas receiving funds
under the subparagraph.

(C)STATES.—

(i) IN GENERAL.—After determining the
amounts to be reserved under subparagraph (A)
(if any) and subparagraph (B), the Secretary
shall— -

(1) from the amount referred to in subsection
(a)(3(B) for a fiscal year, make available
$15,000,000 to provide youth activities under sec-
tion 361; and

(1) allot the remainder of the amount referred
to in subsection (a)(3)(B) for a fiscal year to the
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States pursuant to clause (ii) for youth activi-
ties.

(ii) FORMULA.—Subject to clauses (iii) and
(iv), of the remainder—

(1) 33% percent shall be allotted on the basis
described in paragraph (1)(B)(ii)(1);

(11) 33%s percent shall be allotted on the basis
described in paragraph (1)(B)(ii)(11); and

(111) 33"/ percent shall be allotted on the basis
of the relative number of disadvantaged youth
in each State, compared to the total number of
disadvantaged youth in all States, ercept as de-
scribed in clause (iii).

(iii) CALCULATION.—In determining an allot-
ment under clause (ii)(11l) for any State in
which there is a local area designated under
section 307(a)(2)(A)ii), the allotment shall be
based on the higher of—

(1) the number of youth in families with an in-
come below the low-income level in such area; or

(1) the number of disadvantaged youth in
such area.

(iv) MINIMUM PERCENTAGE;, MAXIMUM PER-
CENTAGE; SMALL STATE MINIMUM ALLOTMENT,—

(I) IN GENERAL.—Ezcept as provided in sub-
clause (1I), the requirements of clauses (iv) and
(v) of paragraph (1)}(B) shall apply to allotments
made under this subparagraph in the same man-
ner and to the same extent as the requirements
apply to allotments made wunder paragraph
(1(B).

(I1) EXCEPTIONS.—For purposes of applying
the reguirements of those clauses under this
subparagraph—

(aa) references in those clauses to the remain-
der described in clause (i) of paragraph (IXB)
shall be considered to be references to the re-
mainder described in clause (i)(1) of this sub-
paragraph; and

(bb) the term “allotment percenlage’, used
with respect to fiscal year 1998, means the per-
centage of the amounts allotted to States under
sections 252(b) and 262(a) of the Job Training
Partnership Act (29 U.S.C. 1631(b) and 1642(a))
(as in effect on the day before the date of enact-
ment of this Act) received under such sections
by the State involved for fiscal year 1998,

(v) DEFINITIONS.—In this subparagraph:

(I) DISADVANTAGED YOUTH.—The term ‘‘dis-
advantaged youth” means a youth who received
an income, or is a member of a family that re-
ceived a total family income, that, in relation to
family size, does not exceed the higher of—

(aa) the poverty line; or

(bb) 70 percent of the lower living standard in-
come level.

(11} DISADVANTAGED YOUTH SPECIAL RULE.—
The Secretary shall, as appropriate and to the
extent practicable, erclude students at an insti-
tution of higher education and members of the
Armed Forces from the determination of the
number of disadvantaged youth.

(1II) YOouTH.—The term “youth' means an in-
dividual who is not less than age 16 and not
maore than age 21.

(4) DEFINITIONS.—In this subsection:

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

(B) LOW-INCOME LEVEL.—The term ‘‘low-in-
come level"', used with respect to a year, means
that amount that bears the same relationship to
87,000 as the Consumer Price Index for that year
bears the Consumer Price Indexr for 1969, round-
ed to the nearest $1,000.

SEC. 303. STATEWIDE PARTNERSHIP.

(a) IN GENERAL—The Governor of a state
shall establish and appoint the members of a
statewide partnership to assist in the develop-
ment of the State plan described in section 304
and carry out the functions described in sub-
section (d).

(b) MEMBERSHIP.—
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(1) IN GENERAL.—The statewide partnership
shall include—

(A) the Governor;

(B) representatives, appointed by the Gov-
ernor, who—

(i) are representatives of business in the State;

(ii) are owners of businesses, chief erecutives
or operating officers of private businesses, and
other business executives or employers with opti-
mum policymaking or hiring authority, includ-
ing members of local partnerships described in
section 308(c)(2)(A)(i);

(iii) represent businesses with employment op-
portunities that reflect the employment opportu-
nities of the State; and

{iv) are appointed from among individuals
nominated by State business organizations and
business trade associations;

(C) representatives, appointed by the Gov-
ernor, who are individuals who have optimum
policymaking authority, including—

(i) representatives of—

(1) chief elected officials (representing both
cities and counties, where appropriate);

(11) labor organizations, who have been nomi-
nated by State labor federations: and

(111) individuals, and organizations, that have
exrperience relating to youth activities;

(ii) the eligible agency officials responsible for
vocational education, including postsecondary
vocational education, and for adult education
and literacy, and the State officials responsible
Jor postsecondary education (including edu-
cation in community colleges); and

(iii) the State agency official responsible for
vocational rehabilitation and, where applicable,
the State agency official responsible for pro-
viding vocational rehabilitation program activi-
ties for the blind;

(D) such other State agency officials as the
Governor may designate, such as State agency
officials carrying out activities relating to em-
ployment and training, economic development,
public assistance, veterans, youth, juvenile jus-
tice and the employment service established
under the Wagner-Peyser Act (29 U.S.C. 49 et
seq.); and

(E) two members of each chamber of the State
legislature, appointed by the appropriate pre-
siding officer of the chamber.

(2) MAJORITY.—A majority of the members of
the statewide partnership shall be representa-
tives described in paragraph (1)(B).

(c) CHAIRMAN.—The Governor shall select a
chairperson for the statewide partnership from
among the representatives described in sub-
section (b)(1)(B).

(d) FUNCTIONS.—In addition to developing the
State plan, the statewide partnership shall—

(1) advise the Governor on the development of
a comprehensive statewide workforce investment
system;

(2) assist the Governor in preparing the an-
nual report to the Secretaries described in sec-
tion 321(d);

(3) assist the Governor in developing the state-
wide labor market information system described
in section 15(e) of the Wagner-Peyser Act; and

(4) assist in the monitoring and continuous
improvement of the performance of the statewide
workforce investment system, including the
evaluation of the effectiveness of workforce in-
vestment activities carried out under this sub-
title in serving the needs of employers seeking
skilled employees and individuals seeking serv-
ices.

(e) AUTHORITY OF GOVERNOR,—

(1) AUTHORITY.—The Governor shall have the
final authority to determine the contents of and
submit the State plan described in section 304,

(2) PROCESS.—Prior to the date on which the
Governor submits a State plan under section
304, the Governor shall—

(A) make available copies of a proposed State
plan to the public;
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(B) allow members of the statewide pariner-
ship and members of the public, including rep-
resentatives of labor organizations and busi-
nesses, lo submit comments on the proposed
State plan to the Governor, not later than the
end of the 30-day period beginning on the date
on which the proposed State plan is made avail-
able; and

(C) include with the State plan submitted to
the Secretary under section 304 any such com-
ments that represent disagreement with the
plan.

(f) ALTERNATIVE ENTITY.—

(1) IN GENERAL.—For purposes of complying
with subsections (a), (b), and (c), a State may
use any State entity (including a State council,
State workforce development board, combination
or regional workforce development boards, or
similar entity) that—

(A) is in eristence on December 31, 1997;

(B)(i) is established pursuant to section 122 or
title VII of the Job Training Partnership Act (29
7.8.C. 1532 or 1792 et seq.), as in effect on De-
cember 31, 1997; or

(ii) is substantially similar to the statewide
partnership described in subsections (a), (b),
and (c); and

(C) includes representatives of business in the
State and representatives of labor organizations
in the State.

(2) REFERENCES.—References in this Act to a
statewide partnership shall be considered to in-
clude such an entity.

SEC. 304. STATE PLAN.

(a) IN GENERAL.—For a State to be eligible to
receive an allotment under section 302, the Gov-
ernor of the State shall submit to the Secretary
Jor approval a single comprehensive State plan
(referred to in this title as the “‘State plan’’)
that outlines a 3-year strategy for the statewide
workforce investment system of the State and
that meets the requirements of section 303 and
this section.

(b) CONTENTS.—The State plan shall include—

(1) a description of the statewide partnership
described in section 303 used in developing the
plan;

(2) a description of State-imposed require-
ments for the statewide workforce invesiment
system;

(3) a description of the State performance
measures developed for the workforce invest-
ment activities to be carried out through the sys-
tem, that includes information identifying the
State performance measures, established in ac-
cordance with section 321(h);

(4) information describing—

(A) the needs of the State with regard to cur-
rent and projected employment opportunities;

(B) the job skills necessary to obtain the need-
ed employment opportunities;

(C) the economic development needs of the
State; and

(D) the type and availability of workforce in-
vestment activities in the State;

(5) an identification of local areas designated
in the State, including a description of the proc-
ess used for the designation of such areas,
which shall—

{A) ensure a linkage between participants in
workforce investment activities funded under
this subtitle, and local employment opportuni-
ties;

(B) ensure that a significant portion of the
population that lives in the local area also
works in the same local area;

(C) ensure cooperation and coordination of
activities between neighboring local areas; and

(D) take into consideration State economic de-
velopment areas;

(6) an identification of the criteria for recogni-
tion of chief elected officials who will carry out
the policy, planning, and other responsibilities
authorized for the officials in this title in the
local areas identified under paragraph (5);
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(7) an identification of criteria for the ap-
pointment of members of local partnerships
based on the requirements of section 308;

(8) the detailed plans required under section &
of the Wagner-Peyser Act;

(9) a deseription of the measures that will be
taken by the State to assure coordination of an
avoid duplication among—

(A) workforce investment activities authorized
under this subtitle;

(B) other activities authorized under this title;

(C) activities authorized under title I or I1;

(D) programs authorized under the Wagner-
Peyser Act (29 U.S.C. 49 et seq.), title I of the
Rehabilitation Act of 1973 (29 U.S.C. 720 et seq.),
part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.), and section 6{(d) of the Food
Stamp Act of 1977 (7 U.S5.C. 2015(d)), and activi-
ties authorized under title V of the Older Ameri-
cans Act of 1965 (42 U.S.C. 3056 et seq.);

(E) work programs authorized under section
6(i) of the Food Stamp Act of 1977 (7 U.S.C.
2015(0));

(F) activities authorized under chapter 2 of
title II of the Trade Act of 1974 (19 U.S.C. 2271
et seq.);

(G) activities authorized under chapter 41 of
title 38, United States Code;

(H) training activities carried out by the De-
partment of Housing and Urban Development;
and

(1) programs authorized under State unem-
ployment compensation laws (in accordance
with applicable Federal law),;

(10) a description of the process used by the
State, consistent with section 303(e)}(2), to pro-
vide an opportunity for public comment, includ-
ing comment by representatives of labor organi-
zations and businesses, and input into the de-
velopment of the State plan, prior to submission
of the plan;

(11) a description of the process for the public
to comment on members of the local partner-
ships;

(12) a description of the length of terms and
appointment processes for members of the state-
wide partnership and local partnerships in the
States;

(13) information identifying how the State will
leverage any funds the State receives under this
subtitle with other private and Federal re-
SOurces;

(14) assurances that the State will provide, in
accordance with section 374, for fiscal control
and fund accounting procedures that may be
necessary to ensure the proper disbursement of,
and accounting for, funds paid to the State
through the allotment made under section 302;

(15) if appropriate, a description of a within-
State allocation formula—

(A) that is based on factors relating to ercess
poverty in local areas or exrcess unemployment
above the State average in local areas; and

(B) through which the State may distribute
the funds the State receives under this subtitle
for adult employment and training activities or
youth activities to local areas;

(16) an assurance that the funds made avail-
able to the State through the allotment made
under section 302 will supplement and not sup-
plant other public funds expended to provide ac-
tivities described in this subtitle;

(17) information indicating—

(A) how the services of one-stop partners in
the State will be provided through the one-stop
customer service system;

(B) how the costs of such services and the op-
erating costs of the system will be funded; and

(C) how the State will assist in the develop-
ment and implementation of the operating
agreement described in section 311(c);

(18) information specifying the actions that
constitute a conflict of interest prohibited in the
State for purposes of section 308(g)(2)(B);
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(19) a descriplion of a core set of consistently
defined data elements for reporting on the ac-
tivities carried out through the one-stop cus-
tomer service system in the State;

(20) with respect to employment and training
activities funded under this subtitle—

(A) information describing the employment
and training activities that will be carried out
with the funds the Stale receives under this sub-
title, describing how the State will provide rapid
response activities to dislocated workers, and
designating an identifiable State rapid response
dislocated worker unit, to be funded under sec-
tion 306(a)(2) to carry out statewide rapid re-
sponse activities, and an assurance that vet-
erans will be afforded services wunder this sub-
title to the extent practicable;

(B) information describing the State strategy
for development of a fully operational statewide
one-stop customer service system as described in
section 315(b), including—

(i) criteria for use by chief elected officials
and local partnerships, for designating or certi-
fying one-stop customer service center operators,
appointing one-stop partners, and conducting
oversight with respect to the one-stop customer
service system, for each local area; and

(ii) the steps that the State will take over the
3 years covered by the plan to ensure that all
publicly funded labor erchange services de-
scribed in section 315(c)(2) or the Wagner-Peyser
Act (29 U.S.C. 49 et seq.), will be available
through the one-stop customer service system of
the State;

(C) information describing the criteria used by
the local parinership in the development of the
local plan described in section 309; and

(D) information describing the procedures the
State will use to identify eligible providers of
training services, as required under this subtitle;
and

(21) with respect to youth activities funded
under this subtitle, information—

(A) describing the youth activities that will be
carried out with the funds the State receives
under this subtitle;

(B) identifying the criteria to be used by the
local partnership in awarding grants and con-
tracts under section 313 for youth activities;

(C) identifying the types of criteria the Gou-
ernor and local partnerships will use to identify
effective and ineffective youth activities and eli-
gible providers of such activities; and

(D) describing how the State will coordinate
the youth activities carried out in the State
under this subtitle with the services provided by
Job Corps centers in the State.

(c) PLAN SUBMISSION AND APPROVAL.—A State
plan submitted to the Secretary under this sec-
tion by a Governor shall be considered to be ap-
proved by the Secretary at the end of the 60-day
period beginning on the day the Secretary re-
ceives the plan, unless the Secretary makes a
written determination, during the 60-day period,
that—

(1) the plan is inconsistent with the provisions
of this title;

(2) in the case of the portion of the plan de-
scribed in section 8(a) of the Wagner-Peyser Act
(29 U.S.C. 49g(a)), the portion does not satisfy
the criteria for approval provided in section 8(d)
of such Act); or

(3) the levels of performance have not been
agreed to pursuant to section 321(b)(4).

(d) MODIFICATION TO INITIAL PLAN.—A State
may submit, for approval by the Secretary, sub-
stantial modifications to the State plan in ac-
cordance with the requirements of this section
and section 303, as necessary, during the 3-year
period of the plan.

CHAPTER 2—ALLOCATIONS TO LOCAL

WORKFORCE INVESTMENT AREAS
SEC. 306. WITHIN STATE ALLOCATIONS.
() RESERVATIONS FOR STATE ACTIVITIES.—
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(1) ADULT EMPLOYMENT AND TRAINING ACTIVI-
TIES, DISLOCATED WORKER EMPLOYMENT AND
TRAINING ACTIVITIES, AND YOUTH ACTIVITIES.—
The Governor of a State shall reserve not more
than 15 percent of each of the amounts allotted
to the State under paragraphs (1)(B), (2)(B),
and (3NCHii) of section 302(b) for a fiscal year
for statewide workforce investment activities de-
scribed in subsections (b)(2) and (c) of section
314.

(2) STATEWIDE RAPID RESPONSE ACTIVITIES.—
The Governor of the State shall reserve not more
than 25 percent of the total amount allotted to
the State under section 302(b)(2)(B) for a fiscal
year for statewide rapid response activities de-
scribed in section 314(b)(1).

(b) WITHIN STATE ALLOCATION.—

(1) ALLOCATION.—The Governor of the State
shall allocate to the local areas the funds that
are allotted to the State under section 302(b)
and are not reserved under subsection (a) for
the purpose of providing employment and train-
ing activities to eligible participants pursuant to
section 315 and youth activities to eligible par-
ticipants pursuant to section 316.

(2) METHODS —The State acting in accordance
with the State plan, and after consulting with
chief elected officials in the local areas, shall al-
locate—

(A) the funds that are allolted to the State for
adult employment and training activities under
section 302(b)(1)(B) and are not reserved under
subsection (a)1), in accordance with paragraph
(3) or (4);

(B) the funds that are allotted to the State for
dislocated worker employment and training ac-
tivities under section 302(b)(2)(B) and are not
reserved under paragraph (1) or (2) of sub-
section (a), in accordance with paragraph (3);
and

(C) the funds that are allotted to the State for
youth activities under section 302(b)(3NC)(ii)
and are not reserved under subsection (a)(1), in
accordance with paragraph (3) or (4).

(3) ADULT EMPLOYMENT AND TRAINING ACTIVI-
TIES, DISLOCATED WORKER EMPLOYMENT AND
TRAINING ACTIVITIES, AND YOUTH ACTIVITIES
FORMULA ALLOCATIONS.—

{(A) ADULT EMPLOYMENT AND TRAINING ACTIVI-
TIES.—

(i) ALLocATiON.—In allocating the funds de-
scribed in paragraph (2)(A) to local areas, a
State may allocate—

(1) 33'%4 percent of the funds on the basis de-
scribed in section 302(b)1)(B)(ii)(1);

(11) 33 percent of the funds on the basis de-
scribed in section 302(b)(1)(B)(ii)(11); and

(11D) 33 percent of the funds on the basis de-
scribed in clauses (ii)(I[I) and (iii) of section
302(b)(1)(B).

(i) MINIMUM PERCENTAGE.—No local area
shall receive an allocation percentage for a fis-
cal year that is less than 90 percent of the aver-
age allocation percentage of the local area (or
the service delivery area that most closely cor-
responds to the local area) for the 2 preceding
fiscal years. Amounts necessary for increasing
such allocations to local areas to comply with
the preceding sentence shall be obtained by rat-
ably reducing the allocations to be made to
other local areas under this subparagraph.

(iii) DEFINITION.—The term “‘allocation per-
centage'', used with respect to fiscal year 1999 or
a subsequent fiscal year, means a percentage of
the funds referred to in clause (i), received
through an allocation made under this subpara-
graph, for the fiscal year. The term, used with
respect to fiscal year 1998, means the percentage
of the amounts allocated to service delivery
areas under section 202(b) of the Job Training
Partnership Act (29 U.5.C. 1602(b)) (as in effect
on the day before the date of enactment of this
Act) received under such section by the service
delivery area that most closely corresponds to
the local area involved for fiscal year 1998.
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(B) DISLOCATED WORKER EMPLOYMENT AND
TRAINING ACTIVITIES,—

(i) FORMULA.—In allocating the funds de-
seribed in paragraph (2)(B) to local areas, a
State shall allocate the funds based on an allo-
cation formula prescribed by the Governor of the
State. Such formula may be amended by the
Governor not more than once for each program
yvear. Such formula shall utilize the most appro-
priate information available to the Governor to
distribute amounts to address the State’s worker
readjustment assistance needs.

(ii) INFORMATION.—The information described
in clause (i) shall include—

(1) insured unemployment data;

(I1) unemployment concentrations;

(111) plant closing and mass layoff data;

(IV) declining industries data;

(V) farmer-rancher economic hardship data;
and

(V1) long-term unemployment data.

(C) YOUTH ACTIVITIES.—

(i) ALLOCATION.—In allocating the funds de-
scribed in paragraph (2)(C) to local areas, a
State may allocate—

(1) 33's percent of the funds on the basis de-
scribed in section 302(b)(3NCHii)(I);

(1) 33i5 percent of the funds on the basis de-
scribed in section 302(b)(INC)HINITT; and

(I11) 33/ percent of the funds on the basis de-
scribed in clauses (ii)(II1) and (iii) of section
302(b)(3)(C).

(ii) MINIMUM PERCENTAGE.—No local area
shall receive an allocation percentage for a fis-
cal year that is less than 90 percent of the aver-
age allocation percentage of the local area (or
the service delivery area that most closely cor-
responds to the local area) for the 2 preceding
fiscal years. Amounts necessary for increasing
such allocations to local areas to comply with
the preceding sentence shall be obtained by rat-
ably reducing the allocations to be made to
other local areas under this subparagraph.

(iii) DEFINITION.—The term “‘allocation per-
centage'’, used with respect to fiscal year 1999 or
a subsequent fiscal year, means a percentage of
the funds referred to in clause (i), received
through an allocation made under (his subpara-
graph, for the fiscal year. The term, used with
respect to fiscal year 1998, means the percentage
of the amounts allocated to service delivery
areas under sections 252(b) and 262(b) of the Job
Training Partnership Act (29 U.S.C. 1631(b),
1642(b)) (as in effect on the day before the date
of enactment of this Act) received under such
section by the service delivery area that most
closely corresponds to the local area involved for
fiscal year 1998.

(D) APPLICATION.—For purposes of carrying
out subparagraphs (4), (B), and (C), and sub-
paragraphs (A) and (B) of paragraph (4)—

(i) references in section 302(b) to a State shall
be deemed to be references to a local area,

{ii) references in section 302(b) to all States
shall be deemed to be references to all local
areas in the State involved:

(iii) except as described in clauses (i) and (ii)
references in paragraphs (1) and (3) of section
302(h) to the term “‘excess number’ shall be con-
sidered to be references to the term as defined in
section 302(b)(1); and

(iv) except as described in clause (i), a ref-
erence in section 302(b)}2) to the term '‘excess
number shall be considered to be a reference to
the term as defined in such section.

(4)ADULT EMPLOYMENT AND TRAINING AND
YOUTH DISCRETIONARY ALLOCATIONS,—

(A) ADULT EMPLOYMENT AND TRAINING ACTIVI-
T1ES.—In liew of making the allocation described
in paragraph (3)(A), in allocating the funds de-
scribed in paragraph (2)(A) to local areas, a
State may distribute—

(i) a portion equal to not less than 70 percent
of the funds in accordance with paragraph
(3)(A); and
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(ii) the remaining portion of the funds on the
basis of a formula that—

(I) incorporates additional factors (other than
the factors described in paragraph (3)(A) relat-
ing to ercess poverty in local areas or ercess un-
employment above the State average in local
areas; and

(1) was developed by the statewide partner-
ship and approved by the Secretary as part of
the State plan.

(B) YOUTH ACTIVITIES.—In liew of making the
allocation described in paragraph (3)(C), in allo-
cating the funds described in paragraph (2KC)
to local areas, a State may distribute—

(i) a portion equal to not less than 70 percent
of the funds in accordance with paragraph
(3C); and

(ii) the remaining portion of the funds on the
basis of a formula that—

(1) incorporates additional factors (other than
the factors described in paragraph (3)C) relat-
ing to excess youth poverty in local areas or exr-
cess unemployment above the State average in
local areas; and

(1) was developed by the statewide partner-
ship and approved by the Secretary as part of
the State plan.

(5) LIMITATION.—

(A) IN GENERAL.—Of the amount allocated to
a local area under this subsection for a fiscal
year—

(i) not more than 15 percent of the amount al-
located under paragraph (3)(A) or (4)(A);

(ii) not more than 15 percent of the amount al-
located under paragraph (3)(B), and

(iii) not more than 15 percent of the amount
allocated under paragraph (3)(C) or (4)(B), may
be used by the local partnership for the adminis-
trative cost of carrying out local workforce in-
vestment activities described in section 315 or
316.

(B) USE OF FUNDS.—Funds made available for
administrative costs under subparagraph (A)
may be used for the administrative cost of any
of the local workforce investment activities de-
seribed in sections 315 and 316, regardless of
whether the funds were allocated under the pro-
visions described in clause (1), (i), or (iii) of sub-
paragraph (A).

(C) REGULATIONS.—The secretary, after con-
sulting with the Governors, shall develop and
issue regulations that define the term “‘adminis-
trative cost'’ for purposes of this title.

(6) TRANSFER AUTHORITY —A local partner-
ship may transfer, if such a transfer is approved
by the Governor, not more than 20 percent of
the funds allocated to the local area under
paragraph (3)A) or (4)(A), and 20 percent of the
Sunds allocated to the local area under para-
graph (3)(B), for a fiscal year between—

(A) adult employment and training activities;
and

(B) dislocated worker employment and train-
ing activities.

(7) FISCAL AUTHORITY.—

(A) FiscaL AGENT—The chief elected official
in a local area shall serve as the fiscal agent for,
and shall be liable for any misuse of, the funds
allocated to the local area under this section,
unless the chief elected official reaches an
agreement with the Governor for the Governor
to act as the fiscal agent and bear such liability.

(B) DisBURSAL—The fiscal agent shall dis-
burse such funds for workforce investment ac-
tivities at the direction of the local partnership,
pursuant to the requirements of this title, if the
direction does not violate a provision of this Act.
The fiscal agent shall disburse funds imme-
diately on receiving such direction from the
local partnership.

SEC. 307. LOCAL WORKFORCE INVESTMENT
AREAS,

(@) DESIGNATION OF AREAS.—
(1) IN GENERAL.—Except as provided in sub-
section (b) and paragraph (2), the Governor
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shall designate local workforce investment areas
in the State, in accordance with the State plan
requirements described in section 304(b)(5).

(2) AUTOMATIC DESIGNATION.—

(A) IN GENERAL—The Governor of the State
shall approve a request for designation as a
local area—

(i) from any unit of general local government
with a population of 500,000 or more, if the des-
ignation meets the State plan requirements de-
scribed in section 304(b)(5);

(ii) of the area severed by a rural con-
centrated employment program grant recipient
of demonstrated effectiveness that served as a
service delivery are under the Job Training
Partnership Act, if the grant recipient has sub-
mitted the request and if the designation meets
the State plan requirements described in section
304(b)(5); and

(iii) of an area that served as a service deliv-
ery area under section 101(a)(4)(A)(ii) of the Job
Training Partnership Act (as in effect on the
day before the date of enactment of this Act) in
a State that has a population of 1,100,000 or less
and a population density greater than 900 per-
sons per square mile, if the designation meets
the State plan requirements described in section
304(b)(5).

(B) LARGE COUNTIES.—A county with a popu-
lation of 500,000 or more may request such des-
ignation only with the agreement of the political
subdivisions within the county with populations
of 200,000 or more.

(C) LARGE POLITICAL SUBDIVISIONS.—A single
unit of general local government with a popu-
lation of 200,000 or more that is a service deliv-
ery area under the Job Training Partnership
Act on the date of enactment of this Act, and
that is not designated as a local area by the
Governor under paragraph (1), shall have an
automatic right to submit an appeal regarding
designation to the Secretary. In conducting the
appeal, the Secretary may determine that the
unit of general local government shall be des-
ignated as local area under paragraph (1), on
determining that the programs of the service de-
livery area have demonstrated effectiveness, if
the designation of the unil meets the State plan
requirements described in seclion 304(b)(5).

(3) PERMANENT DESIGNATION. Once the bound-
aries for a local area are determined under this
section in accordance with the State plan, the
boundaries shall not change except with the ap-
proval of the Governor.

(b) SMALL STATES.—The Governor of any
State determined to be eligible to receive a min-
imum allotment under paragraph (1) or (3) of
section 302(b), in accordance with section
302(b)(1)(B)(iv)(1I), for the first year covered by
the State plan, or of a State that is a single
State service delivery area under the Job Train-
ing Partnership Act (29 U.5.C. 1501 et seq.) as of
July 1, 1998, may designate the State as a single
State local area for the purposes of this title.
The Governor shall identify the State as a local
area under section 304(b)(5), in lieu of desig-
nating local areas as described in subpara-
graphs (A), (B}, and (C) of section 304(b)(5).
SEC. 308. LOCAL WORKFORCE INVESTMENT PART-

NERSHIPS AND YOUTH PARTNER-
SHIPS.

() ESTABLISHMENT OF LOCAL PARTNERSHIP,—
There shall be established in each local area of
a State, and certified by the Governor of the
State, a local workforce investment partnership.

(b) ROLE OF LOCAL PARTNERSHIP.—The pri-
mary role of the local partnership shall be to set
policy for the portion of the statewide workforce
investment system within the local area, includ-
ing—

(1) ensuring that the activities authorized
under this subtitle and carried outl in the local
area meet local performance measures;

(2) ensuring that the activities meet the needs
of employers and jobseekers; and

CONGRESSIONAL RECORD—SENATE

(3) ensuring the continuous improvement of
the system.

(¢) MEMBERSHIP OF LOCAL PARTNERSHIP.—

(1) STATE CRITERIA—The Governor of the
State shall establish criteria for the appointment
of members of the local parinerships for local
areas in the State in accordance with the re-
quirements of paragraph (2). Information identi-
fuing such criteria shall be included in the State
plan, as described in section 304(b)(7).

(2) CoMPOSITION.—Such criteria shall require,
at a minimum, that the membership of each
local parinership—

(A) shall include—

(1) a majority of members who—

(I) are representatives of business in the local
area,

{1I) are owners of business, chief erecutives or
operating officers of private businesses, and
other business erveculives or employers with opti-
mum policymaking or hiring authority;

(111) represent businesses with employment op-
portunities that reflect the employment opporiu-
nities of the local area; and

(IV) are appointed from among individuals
nominated by local business organizalions and
business trade associations;

(ii) chief officers representing local posi-sec-
ondary educational institutions, representatives
of wvocational education providers, and rep-
resentatives of adult education providers;

(iii) chief officers representing labor organiza-
tions (for a local area in which such representa-
tives reside), nominated by local labor federa-
tions, or (for a local area in which such rep-
resentatives do not reside) other representatives
of employees; and v

(iv) chief officers representing economic devel-
opment agencies, including private sector eco-
nomic development entities;

(B) may include chief officers who have pol-
icymaking authority, from one-stop partners
who have entered into an operating agreement
described in section 311(c) to participate in the
one-stop customer service system in the local
area; and

(C) may include such other individuals or rep-
resentatives of entities as the chief elected offi-
cial in the local area may determine to be appro-
priate.

(3) CHAIRPERSON.—The local partnership shall
elect a chairperson from among the members of
the partnership described in paragraph (2)(A)(i).

(d) APPOINTMENT AND CERTIFICATION OF
LOCAL PARTNERSHIP.—

(1) APPOINTMENT OF LOCAL PARTNERSHIP MEM-
BERS AND ASSIGNMENT OF RESPONSIBILITIES.—

(A) IN GENERAL.—The chief elected official in
a local area is authorized to appoint the mem-
bers of the local partnership for such area, in
accordance with the State criteria established
under subsection (c).

(B) MULTIPLE UNITS OF LOCAL GOVERNMENT IN
AREA.—

(1) IN GENERAL—In a case in which a local
area includes more than 1 unit of general local
government, the chief elected officials of such
units may erecute an agreement that specifies
the respective roles of the individual chief elect-
ed officials—

(1) in the appointment of the members of the
local partnership from the individuals nomi-
nated or recommended to be such members in ac-
cordance with the criteria established under
subsection (c); and

(11) in carrying out any other responsibilities
assigned to such officials under this subtitle.

(ii) LACK OF AGREEMENT.—If, after a reason-
able effort, the chief elected officials are unable
to reach agreement as provided under clause (i),
the Governor may appoint the members of the
local partnership from individuals so nominaled
or recommended.

(C) CONCENTRATED EMPLOYMENT PROGRAMS.—
In the case of a local area designated in accord-
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ance with section 307(a)(2)(A)ii), the governing
body of the concentrated employment program
involved shall act in consultation with the chief
elected official in the local area to appoint mem-
bers of the local partnership, in accordance with
the State criteria established under subsection
(c), and to carry out any other responsibility re-
lating to workforce investment activities as-
signed to such official under this Act.

(2) CERTIFICATION.—

(A) IN GENERAL—The Governor shall annu-
ally certify 1 local partnership for each local
area in the State.

(B) CRITERIA—Such certification shall be
based on criteria established under subsection
(c), and for a second or subsequent certification,
the extent to which the local partnership has
ensured that workforce investment activities
carried out in the local area have enabled the
local area to meet the local performance meas-
ures required under section 321(c).

(C) FAILURE TO ACHIEVE CERTIFICATION,—
Failure of a local partnership to achieve certifi-
cation shall result in reappointment and certifi-
cation of another local partnership for the local
area pursuant to the process described in para-
graph (1) and this paragraph.

(3) DECERTIFICATION.—

(A) IN GENERAL.—Notwithstanding paragraph
(2), the Governor may decertify a local partner-
ship, at any time after providing notice and an
opportunity for comment, for—

(i) fraud or abuse; or

(ii) failure to carry out the functions specified
Jor the local partnership in any of paragraphs
(1), (2), (4), (5), and (6) of subsection (e).

(B) PLAN.—If the Governor decertifies a local
partnership for a local area, the Governor may
require that a local partnership be appointed
and certified for the local area pursuant to a
plan developed by the Governor in consultation
with the chief elected official in the local area
and in accordance with the criteria established
under subsection (c).

(4) EXCEPTION.—Nothwithstanding subsection
(¢c) and paragraphs (1) and (2), if a State de-
scribed in section 307(b) designatles the State as
a local ares in the State plan, the Governor may
designate the statewide partnership described in
section 303 to carry out any of the functions de-
scribed in subsection (e).

(e} FUNCTIONS OF LOCAL PARTNERSHIP.—The
functions of the local partnership shall in-
clude—

(1) developing and submitting a local plan as
described in section 309 in partnership with the
appropriate chief elected official;

(2) appointing, certifying, or designating one-
stop partners and one-stop customer service cen-
ter operators, pursuant to the criteria specified
in the local plan;

(3) promoting the participation of private sec-
tor employers in the statewide workforce invest-
ment system, and ensuring the effective provi-
sions through the system of connecting,
brokering, and coaching activities, through
intermediaries such as the entities operating the
one-stop customer service center in the local
area or through other organizations, to assist
such employers in meeting hiring needs;

(4) conducting oversight with respect to the
one-stop customer service system,

(5) modifying the list of eligible providers of
training services pursuant (o subsections
(b)(3N(B) and (c)2)(B) of section 312;

(6) setting local performance measures pursu-
ant to section J12(b)(2)D)(ii);

(7) analyzing and identifying—

(A) current and projected local employment
opportunities; and

(B) the skills necessary to obtain such local
employment opportunities;

(8) coordinating the workforce investment ac-
tivities carried out in the local area with eco-
nomic development strategies and developing
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other employer linkages with such activities;
and

(9) assisting the Governor in developing the
statewide labor market information system de-
seribed in section 15(e) of the Wagner-Peyser
Act.

() SUNSHINE PROVISIONS.— The local partner-
ship shall make available to the public, on a
regular basis through open meetings, informa-
tion regarding the activities of the local partner-
ship, including information regarding member-
ship, the appointment of one-stop partners, the
designation and certification of one-stop cus-
tomer service center operators, and the award of
grants and contracts to eligible providers of
youth activities.

(g) OTHER ACTIVITIES OF LOCAL PARTNER-
SHIP.—

(1) LIMITATION.—

(A) IN GENERAL.—Except as provided in sub-
paragraph (B), no local partnership may di-
rectly carry out or enter into a contract for a
training service described in section 315(c)(3).

(B) WaAIVERS.—The Governor of the State in
which the local partnership is located may
grant to the local partnership a written waiver
of the prohibition set forth in subparagraph (A),
if the local partnership provides sufficient evi-
dence that a private or public entity is not
available to provide the training service and
that the activity is necessary to provide an em-
ployment opportunity described in the local
plan described in section 309.

(2) CONFLICT OF INTEREST.—No member of a
local parinership may—

(A) vote on a matter under consideration by
local partnership—

(i) regarding the provision of services by such
member (or by an organization that such mem-
ber represents); or

(ii) that would provide direct financial benefit
to such member or the immediate family of such
member; or

(B) engage in any other activity determined
by the Governor to constitute a conflict of inter-
est as specified in the State plan.

(h) TECHNICAL ASSISTANCE.—If a local area
Jails to meet established State or local perform-
ance measures, the Governor shall provide tech-
nical assistance to the local partnership in-
volved to improve the performance of the local
area.

(i) YOUTH PARTNERSHIP,—

(1) ESTABRLISHMENT.—There shall be estab-
lished in each local area of a State, a youth
partnership appointment by the local partner-
ship, in cooperation with the chief elected offi-
cial, in the local area.

(2) MEMBERSHIP.—The membership of each
youth partnership—

(A) shall include—

(i) 1 or more members of the local partnership;

(ii) representatives of youth service agencies,
including juvenile justice agencies;

(I11) representatives of local public housing
authorities,;

(iv) parents of youth seeking assistance under
this subtitle;

(v) individuals, including former participants,
and representatives of organizations, that have
exrperience relating to youth activities;

(vi) representatives of businesses in the local
area that employ youth; and

(vii) representatives of the Job Corps, as ap-
propriate; and

(B) may include such other individuals as the
chairperson of the local partnership, in coopera-
tion with the chief elected official, determines o
be appropriale.

(3) DuTiEs.—The duties of the youth partner-
ship include—

(A) the development of the portions of the
local plan relating to youth, as determine by the
chairperson of the local partnership;
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(B) subject to the approval of the local part-
nership, awarding grants and contracts to, and
conducting oversight with respect to, eligible
providers of youth activities, as described in sec-
tion 313, in the local area;

(C) coordinating youth activities in the local
area, and

(D) other duties determined to be appropriate
by the chairperson of the local partnership.

(i) ALTERNATIVE ENTITY.—

(1) IN GENERAL—For purposes of complying
with subsections (a), (c), and (d), and para-
graphs (1) and (2) of subsection (i), a State may
use any local entity (including a local council,
regional workforce development board, or simi-
lar entity) that—

(A) is established to serve the local area (or
the service delivery area that most closely cor-
responds to the local area);

(B) is in existence on December 31, 1997;

(C)(i) is established pursuant to section 102 of
the Job Training Partnership Act (29 U.S.C.
1512), as in effect on December 31, 1997; or

(i) is substantially similar to the local and
vouth partnerships described in subsections (@),
(c), and (d), and paragraphs (1) and (2) of sub-
section (i); and

(D) includes—

(i) representatives of business in the local
area; and

(ii)(1) representatives of labor organizations in
the local area, for a local area in which such
representatives reside; or

(1I) for a local area in which such representa-
tives do not reside, other representatives of em-
ployees in the local area.

(2) REFERENCES.—References in this Act to a
local partnership or a youth partnership shall
be considered to include such an entity.

SEC. 309. LOCAL PLAN.

(a) IN GENERAL—Each local partnership shall
develop and submit to the Governor a com-
prehensive 3-year local plan (referred to in this
title as the “local plan'), in partnership with
the appropriate chief elected official. The local
plan shall be consistent with the State plan.

(b) CoNTENTS.—The local plan shall include—

(1) an identification of the needs of the local
area with regard to current and projected em-
ployment opportunities;

(2) an identification of the job skills necessary
to obtain such employment opportunities;

(3) a description of the activities to be used
under this subtitle to link local employers and
local jobseekers;

(4) an identification and assessment of the
type and availability of adult and dislocated
worker employment and training activities in
the local area;

(5) an identification of successful eligible pro-
viders of youth activities in the local area;

(6) a description of the measures that will be
taken by the local area to assure coordination of
and avoid duplication among the programs and
activities described in section 304(b)(9);

(7) a description of the manner in which the
local partnership will coordinate activities car-
ried out under this subtitle in the local area
with such activities carried out in neighboring
local areas;

(8) a description of the competitive process to
be used to award grants and contracts in the
local area for activities carried out under this
subtitle;

(9) information describing local performance
measures for the local area that are based on
the performance measures in the State plan;

(10) in accordance with the State plan, a de-
seription of the criteria that the chief elected of-
ficial, the local area and the local partnership
will use to appoint, designate, or certify, and to
conduct oversight with respect to, one-stop cus-
tomer service center systems in the local area;

(11) a description of the process used by the
local parinership, consistent with subsection (c),
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to provide an opportunity for public comment,
including comment by representatives of labor
organizations and businesses, and input into
the development of the local plan, prior to sub-
mission of the plan; and

(12) such other information as the Governor
may require.

(¢) PROCESS.—Prior to the date on which the
local partnership submits a local plan under
this section, the local partnership shall—

(1) make available copies of a proposed local
plan to the public;

(2) allow members of the local partnership and
members of the public, including representatives
of labor organizations and businesses, to submit
comments on the proposed local plan to the local
partnership, not later than the end of the 30-
day period beginning on the date on which the
proposed local plan is made available; and

(3) include with the local plan submilted to
the Governor under this section any such com-
ments that represent disagreement with the
plan.

(d) PLAN SUBMISSION AND APPROVAL.—A local
plan submitted to the Governor under this sec-
tion shall be considered to be approved by the
Governor at the end of the 60-day period begin-
ning on the day the Governor receives the plan,
unless the Governor makes a written determina-
tion during the 60-day period that—

(1) deficiencies in activities carried oul under
this subtitle have been identified, through au-
dits conducted under section 374 or otherwise,
and the local area has not made acceptable
progress in implementing corrective measures to
address the deficiencies; or

(2) the plan does not comply with this title

(e) LACK OF AGREEMENT.—If the local part-
nership and the appropriate chief elected offi-
cial in the local area cannot agree on the local
plan after making a reasonable effort, the Gov-
ernor may develop the local plan.

CHAPTER 3—WORKFORCE INVESTMENT
ACTIVITIES AND PROVIDERS
SEC. 311. IDENTIFICATION AND OVERSIGHT OF
ONE-STOP PARTNERS AND ONE-STOP
CUSTOMER SERVICE CENTER OPERA-
TORS.

(a) IN GENERAL.—Consistent with the State
plan, the chief elected official and the local
partnership shall d p and imp t oper-
ating agreements described in subsection (c¢) to
appoint one-stop partners, shall designate or
certify one-stop customer service center opera-
tors, and shall conduct oversight with respect to
the ome-stop customer service system, in the
local area.

(h) ONE-STOP PARTNERS.—

(1) Designated partners.—

(A) IN GENERAL.—Each entity that carries out
a program, services, or activities described in
subparagraph (B) shall make available to par-
ticipants, through a one-stop customer service
center, the services described in section 315(c)(2)
that are applicable to such program, and shall
participate in the operation of such center as a
party to the agreement described in subsection
(c), consistent with the requirements of the Fed-
eral law in which the program, services, or ac-
tivities are authorized.

(B) PROGRAMS; SERVICES, ACTIVITIES.—The
programs, services, and activilies referred to in
subparagraph (A) consist of—

(i) core services authorized under this subtitle;

(ii) other activities authorized under this title;
(iii) activities authorized under title I and title
1

(iv) programs authorized under the Wagner-
Peyser Act (29 U.S.C. et seq.);

(v) programs authorized under title I of the
Rehabilitation Act of 1973 (29 U.S.C. 729 et seq.);

(vi) programs authorizced wunder section
403(a)(5) of the Social Security Act (42 U.S.C.
603(a)(3)) (as added by section 5001 of the Bal-
anced Budget Act of 1997);
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(vii) programs authorized under title VI of the
Older Americans Act of 1965 (42 U.S.C. 3056 et
seq.);

(viii) activities authorized under chapter 2 of
title 11 of the Trade Act of 1974 (19 U.S.C. 2271
et seq.);

(ix) activities authorized under chapter 41 of
title 38, United States Code;

(x) training activities carried out by the De-
partment of Housing and Urban Development,
and

(ri) programs authorized under State unem-
ployment compensation laws (in accordance
with applicable Federal law).

(2) ADDITIONAL PARTNERS.—

(4) IN GENERAL.—In addition to the entities
described in paragraph (1), other entities that
carry out human resource programs may make
available to parlicipants through a one-stop
customer service center the services described in
section 315(c)(2) that are applicable to such pro-
gram, and participate in the operations of such
centers as a party to the agreement described in
subsection (c), if the local partnership and chief
elected official involved approve such participa-
tion.

(B) PROGRAMS.— The programs referred to in
subparagraph (A) include—

(i) programs authorized under part A of title
1V of the Social Security Act;

(ii) programs authorized under section 6(d)(4)
of the Fopod Stamp Act of 1977 (7 U.S.C.
2015(d)(4));

(iii) work programs authorized under section
G(v) of the Food Stamp Act of 1977 (7 U.S.C.
2015(0)); and

(iv) other appropriate Federal, State, or local
programs, including programs in the private sec-
tor.

(¢c) OPERATING AGREEMENTS.—

(1) IN GENERAL.—The one-stop customer sery-
ice center operator selected pursuant to sub-
section (d) for a one-stop customer service center
shall enter into a written agreement with the
local partnership and one-stop pariners de-
scribed in subsection (b) concerning the oper-
ation of the center. Such agreement shall be
subject to the approval of the chief elected offi-
cial and the local partnership.

(2) CONTENTS.—The written agreement re-
quired under paragraph (1) shall contain—

(A) provisions describing—

(i) the services to be provided through the cen-
ter;

(ii) how the costs of such services and the op-
erating costs of the system will be funded.

(iii) methods for referral of individuals be-
tween the one-stop customer service center oper-
ators and the one-stop pariners, for the appro-
priate services and activities;

(iv) the monitoring and oversight of activities
carried out under the agreement; and

(v) the duration of the agreement and the pro-
cedures for amending the agreement during the
term of the agreement; and

(B) such other provisions, consistent with the
requirements of this title, as the parties to the
agreement determine to be appropriate,

(d) ONE-STOP CUSTOMER SERVICE CENTER OP-
ERATORS.—

(1) IN GENERAL.—To be eligible to receive
funds made available under this subtitle to oper-
ate a one-stop customer service center, an entity
shall—

(A) be designated or certified as a one-stop
customer service center operator, as described in
subsection (a); and

(B) be a public or private entity, or consor-
tium of entities, of demonstrated effectiveness
located in the local area, which entity or con-
sortium may include an institution of higher
education (as defined in section 481 of the High-
er Education Act of 1965 (20 U.S.C. 1088), a local
employment service office established under the
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Wagner-Peyser Act (29 U.5.C. 49 et seq.), a local
government agency, a private for-profit entity, a
private nonprofit entity, or other interested en-
tity, of demonstrated effectiveness.

(2) EXCEPTION.—Elementary schools and sec-
ondary schools shall not be eligible for designa-
tion or certification as one-stop customer service
center operators, exrcept that nontraditional
public secondary schools and area vocational
education schools shall be eligible for such des-
ignation or certification.

(e) ESTABLISHED ONE-STOP CUSTOMER SERV-
ICE SYSTEMS.—For a local area in which a one-
stop customer service system has been estab-
lished prior to the date of enactment of this Act,
the local partnership, the chief elected official,
and the Governor may agree to appoint, des-
ignate, or certify the one-stop partners and one-
stop customer service center operators of such
system, for purposes of this section.

(f) OVERSIGHT.—The local partnership shall
conduct oversight with respect to the one-stop
customer service center system and may termi-
nate for cause the eligibility of such a partner
or operator to provide activities through or oper-
ate a one-stop customer service center.

SEC. 312. DETERMINATION AND IDENTIFICATION
OF ELIGIBLE PROVIDERS OF TRAIN-
ING SERVICES BY PROGRAM.

(@) GENERAL ELIGIBILITY REQUIREMENTS.—

(1) IN GENERAL.—Except as provided in sub-
section (e), to be eligible to receive funds made
available under section 306 to provide training
services described in section 315(c)(3) (referred to
in this title as “training services'') and be iden-
tified as an eligible provider of such services, a
provider of such services shall meet the require-
ments of this section.

(2) PrROVIDERS.—To be eligible to receive the
funds, the provider shall be—

(A) a postsecondary educational institution
that—

(i) is eligible to receive Federal funds under
title IV of the Higher Education Act of 1965 (20
U.S8.C. 1070 et seq.); and

(ii) provides a program that leads to an asso-
ciate degree, baccalaureate degree, or certifi-
cate; or

(B) another public or private provider of a
program,

(b) INITIAL DETERMINATION AND IDENTIFICA-
TION.

(1) POSTSECONDARY EDUCATIONAL INSTITU-
TIONS.—To be eligible to receive funds as de-
seribed in subsection (a), an institution de-
scribed in subsection (a)(2)(A) shall submit an
application at such time, in such manner, and
containing such information as the designated
State agency described in subsection (f) may re-
quire, after consultation with the local partner-
ships in the State. On submission of the applica-
tion, the institution shall automatically be ini-
tially eligible to receive such funds for the pro-
gram described in subsection (aM2)(A).

(2) OTHER PROVIDERS.—

(A) PROCEDURE—The Governor, in consulia-
tion with the local partnerships in the State,
shall establish a procedure for determining the
initial eligibility of providers described in sub-
section (a)(2)(B) to receive such funds for speci-
fied programs. The procedure shall require a
provider of a program to meet minimum accept-
able levels of performance based on—

(i} performance criteria relating to the rates,
percentages, increases, and costs described in
subparagraph (C) for the program, as dem-
onstrated using verifiable program-specific per-
formance information described in subpara-
graph (C) and submitted to the designated State
agency, as required under subparagraph (C);
and

(ii) performance criteria relating to any char-
acteristics for which local partnerships request
the submission of information under subpara-
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graph (D) for the program, as demonstrated
using the information submitted.

(B) MINIMUM LEVELS—The Governor shall—

(i) consider, in determing such minimum lev-
els—

(1) eriteria relating to the economic, geo-
graphic, and demographic factors in the local
areas in which the provider provides the pro-
gram; and

(ii) verify the minimum levels of performance
by using quarterly records described in section
321,

(C) APPLICATION.—To be initially eligible to
receive funds as described in subsection (a), a
provider described in subsection (a)(2)(B) shall
submit an application at such time, in such
manner, and containing such information as the
designated State agency may require, including
performance information on—

(i) program completion rates for participants
in the applicable program conducted by the pro-
vider;

(ii)the percentage of the graduates of the pro-
gram placed in unsubsidized employment in an
occupation related to the program conducted;

(iii) retention rates of the graduates in unsub-
sidized employment—

(I) 6 months after the first day of the employ-
ment; and

(1I) 12 months after the first day of the em-
ployment;

(iv) the wages received by the graduates
placed in unsubsidized employment after the
completion of participation in the program—

(I) on the first day of the employment;

(1I) 6 months after the first day of the employ-
ment; and

(I11) 12 months after the first day of the em-
ployment;

(v) where appropriate, the rates of license or
certification of the graduates, attainment of
academic degrees or equivalents, or attainment
of other measures of skill; and

(vi) program cost per participant in the pro-
gram.

(D) ADDITIONAL INFORMATION,—

(i) IN GENERAL.—In addition to the perform-
ance information described in subparagraph (C),
the local partnerships in the State involved may
require that a provider submit, to the local part-
nerships and to the designated Stale agency,
other performance information relating to the
program to be initially identified as an eligible
provider of training services, including informa-
tion regarding the ability of the provider to pro-
vide continued counseling and support regard-
ing the workplace to the graduates, for not less
than 12 months after the graduation involved.

(ii) HIGHER LEVELS OF PERFORMANCE ELIGI-
BILITY. —The local partnership may require
higher levels of performance than the minimum
levels established under subparagraph (A)(i) for
initial eligibility to receive funds as described in
subsection (a).

(3) LIST OF ELIGIBLE PROVIDERS RBY PRO-
GRAM.—

(A) IN GENERAL.—The designated State agen-
cy, after reviewing the performance information
described in paragraph (2)(C) and any informa-
tion required to be submitted under paragraph
(2ND) and using the procedure described in
paragraph (2)(B), shall—

(i) identify eligible providers of training serv-
ices described in subparagraphs (A) and (B) of
subsection (a)(2), including identifying the pro-
grams of the providers through which the pro-
viders may offer the training services; and

(ii) compile a list of the eligible providers, and
the programs, accompanied by the performance
information described in paragraph (2)(C) and
any information regquired to be submitied under
paragraph (2)(D) for each such provider de-
scribed in subsection (a)(2)(B).

(B) LOCAL MODIFICATION.—The local pariner-
ship may modify such list by reducing the num-
ber of eligible providers listed, to ensure that the
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eligible providers carry out programs that pro-
vide skills that enable participants to obtain
local employment opportunities.

(¢) SUBSEQUENT ELIGIBILITY —

(1) INFORMATION AND CRITERIA.—To be eligible
to continue to receive funds as described in sub-
section (a) for a program, a provider shall—

(A) submit the performance information de-
seribed in subsection (b)(2)(C) and any informa-
tion required to be submitted under subsection
(b)(2)(D) annually to the designated State agen-
cy at such time and in such manner as the des-
ignated State agency may require for the pro-
gram; and

(B) annually meet the performance criteria
described in subsection (bN2)(A) for the pro-
gram, as demonstrated utilizing quarterly
records described in section 321.

(2) LIST OF ELIGIBLE PROVIDERS BY PRO-
GRAM.—

(A) IN GENERAL—The designated State agen-
cy, after reviewing the performance information
any other information submitted under para-
graph (1) and using the procedure described in
subsection (b)(2)(A), shall identify eligible pro-
viders and programs, and compile a list of the
providers and programs, as described in sub-
section (b)(3), accompanied by the performance
information and other information for each
such provider.

(B) LOCAL MODIFICATION.—The local partner-
ship may modify such list by reducing the num-
ber of eligible providers listed, to ensure that the
eligible providers carry out programs that pro-
vide skills that enable participants to obtain
local employment opportunities.

(3) AVAILABILITY.—Such list and information
shall be made widely available to participants in
employment and (raining activities funded
under this subtitle, and to others, through the
one-stop customer service system described in
section 315(b).

(d) ENFORCEMENT.—

(1) ACCURACY OF INFORMATION.—If the des-
ignated State agency, after consultation with
the local partnership involved, determines that
a provider or individual supplying information
on behalf of a provider intentionally supplies
inaccurate information under this section, the
agency shall terminate the eligibility of the pro-
vider to receive funds described in subsection (a)
for a period of time, bul not less than 2 years.

(2) COMPLIANCE WITH CRITERIA OR REQUIRE-
MENTS.—If the designated State agency, after
consultation with the local partnership, deter-
mines that a provider described in this section or
a program of training services carried out by
such a provider fails to meet the required per-
formance criteria described in  subsection
(c)1)B) or subsection (e)(2), as appropriate, or
materially violates any provision of this title, in-
cluding the regulations promulgated to imple-
ment this title, the agency may terminate the
eligibility of the provider to receive funds de-
seribed in subsection (a) for such program or
take such other action as the agency determines
to be appropriate.

(3) REPAYMENT.—Any provider whose eligi-
bility is terminated under paragraph (1) or (2)
Jor a program shall be liable for repayment of
funds described in subsection (a) received for
the program during any period of noncompli-
ance described in such paragraph.

(4) APPEAL—The Governor shall establish a
procedure for a provider to appeal a determina-
tion by the designated State agency that results
in termination of eligibility under this sub-
section. Such procedure shall provide an oppor-
tunity for a hearing and prescribe appropriate
time limits to ensure prompt resolution of the
appeal.

(e) ON-THE-JOB TRAINING EXCEPTION.—

(1) IN GENERAL—Providers of on-the-job
training shall not be subject to the requirements
of subsections (a) through (c).
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(2) COLLECTION AND DISSEMINATION OF INFOR-
MATION.—A one-stop customer service center op-
erator in local area shall collect such perform-
ance information from on-the-job training pro-
viders as the Governor may require, determine
whether the providers meet such performance
criteria as the Governor may require, and dis-
seminate such information through the one-stop
customer service system.

(f) ADMINISTRATION.—The Governor shall des-
ignate a State agency to collect and disseminate
the performance information described in sub-
section (b)(2)(C) and any information reguired
to be submitted under subsection (b)(2)(D) and
carry out other duties described in this section.
SEC. 313. IDENTIFICATION OF ELIGIBLE PRO-

VIDERS OF YOUTH ACTIVITIES.

The youth partnership is authorized to award
grants and contracts on a competitive basis,
based on the criteria contained in the State plan
and local plan, to providers of youth activities,
and conduct oversight with respect to such pro-
viders, in the local area.

SEC. 314. STATEWIDE WORKFORCE INVESTMENT
ACTIVITIES.

(@) IN GENERAL—Funds reserved by a Gov-
ernor for a State—

(1) under section 306(a)(2) shall be used to
carry out the statewide rapid response activities
described in subsection (b)(1); and

(2) under section 306(a)(1)—

(A) shall be used to carry oul the statewide
workforce investment activities described in sub-
section (b)(2); and

(B) may be used to carry out any of the state-
wide workforce investment activities described
in subsection (c), regardless of whether the
Junds were allotted to the State under para-
graph (1), (2), or (3) of section 302(b).

(b) Required Statewide Workforce Investment
Activities.—

(1) STATEWIDE RAPID RESPONSE ACTIVITIES.—A
State shall use funds reserved under section
306(a)(2) to carry out statewide rapid response
activities, which shall include—

(A) provision of rapid response activities, car-
ried out in-local areas by the State, working in
conjunction with the local partnership and the
chief elected official in the local area; and

(B) provision of additional assistance to local
areas that experience disasters, mass layoffs or
plant closings, or other events that precipitate

. substantial increases in the number of unem-

ployed individuals, carried out in the local
areas by the State, working in conjunction with
the local partnership and the chief elected offi-
cial in the local ares.

(2) OTHER REQUIRED STATEWIDE WORKFORCE
INVESTMENT ACTIVITIES—A State shall use
Junds reserved under section 306(a)(1) to carry
out other statewide workforce investment activi-
ties, which shall include—

(A) disseminating the list of eligible providers
of training services, including eligible providers
of nontraditional training services, and the per-
formance information as described in  sub-
sections (b) and (c) of section 312, and a list of
eligible providers of youth activities described in
section 313;

(B) conducting evaluations, under section
321(e), of activities authorized in this section,
section 315, and section 316, in coordination
with the activities carried out under section 368;

(C) providing incentive grants to local areas
Jor regional cooperation among local partner-
ships, for local coordination and nonduplication
of activities carried out under this Act, and for
comparative performance by local areas on the
local performance measures described in seclion
321(c);

{D) providing techmical assistance to local
areas that fail to meet local performance meas-
ures;

(E) assisting in the establishment and oper-
ation of a one-stop customer service system; and
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(F) operating a fiscal and management ac-
countability information system under section
321(f)

(¢c) ALLOWABLE STATEWIDE WORKFORCE IN-
VESTMENT ACTIVITIES.—

(1) IN GENERAL.—A State may use funds re-
served under section 306(a)(1) to carry out addi-
tional statewide workforce investment activities,
which may include—

(A) subject to paragraph (2), administration
by the State of the workforce investment activi-
ties carried out under this subtitle;

(B) identification and implementation of in-
cumbent worker training programs, which may
include the establishment and implementation of
an employer loan program;

(C) carrying out other activities authorized in
section 315 that the State determines to be nec-
essary to assist local areas in carrying out ac-
tivities described in subsection (c) or (d) of sec-
tion 315 through the statewide workforce invest-
ment system; and

(D) carrying out, on a statewide basis, activi-
ties described in section 316.

(2) LIMITATION.—

(A) IN GENERAL—Of the funds allotted to a
State under section 302(b) and reserved under
section 306(a)(1) for a fiscal year—

(i) not more than 5 percent of the amount al-
lotted under section 302(b)(1);

(ii) not more than 5 percent of the amount al-
lotted under section 302(b)(2); and

(iii) not more than 5 percent of the amount al-
lotted under section 302(b)(3),

may be used by the State for the administra-
tion of statewide workforce investment activities
carried out under this section.

(B) USE OF FUNDS.—Funds made available for
administrative costs under subparagraph (A4)
may be used for the administrative cost of any
of the statewide workforce investment activities,
regardless of whether the funds were allotted to
the State under paragraph (1), (2) or (3) of sec-
tion 302(b).

(d) PROHIBITION.—No funds described in sub-
section (a) shall be used to develop or implement
education curricula for school systems in the
State.

SEC. 315. LOCAL EMPLOYMENT AND TRAINING
ACTIVITIES.

(@) IN GENERAL.—Funds received by a local
area under paragraph (3)(A) or (4)(A), as appro-
priate, of section 306(b) and funds received by
the local area under section 306(b)(3)(B)—

(1) shall be used to carry out employment and
training activities described in subsection (c) for
adults or dislocated workers, as appropriate;
and

(2) may be used to carry out employment and
training activities described in subsection (d) for
adults or dislocated workers, as appropriate.

(b) ESTABLISHMENT OF ONE-STOP CUSTOMER
SERVICE SYSTEM.—

(1) IN GENERAL.—There shall be established in
a State that receives an allotment under section
302 a one-stop customer service system, which—

(A) shall provide the core services described in
subsection (c)(2);

(B) shall provide access to training services as
described in subsection (c)(3);

(C) shall provide access to the activities (if
any) carried out under subsection (d); and

(D) shall provide access to the information de-
scribed in section 15 of the Wagner-Peyser Act
and all job search, placement, recruitment, and
other labor exchange services authorized under
the Wagner-Peyser Act (29 U.S.C. 39 el seq.).

(2) ONE-STOP DELIVERY.—At a minimum, the
one-stop customer service system—

(A) shall make each of the services described
in paragraph (1) accessible at not less than 1
physical customer service center in each local
area of the State; and

(B) may also make services described in para-
graph (1) available—



May 5, 1998

(i) through a network of customer service cen-
ters that can provide 1 or more of the services
described in paragraph (1) to such individuals;
and

(ii) through a network of eligible one-stop
partners—

(1) in which each partner provides 1 or more
of the services to such individuals and is acces-
sible at a customer service center that consists of
a physical location or an electronically or tech-
nologically linked access point; and

(I1) that assures individuals that information
on the availability of core services will be avail-
able regardless of where the individuals initially
enter the statewide workforce investment sys-
tem, including information made available
through an access point described in subclause
(I).

(¢) REQUIRED LOCAL ACTIVITIES.—

(1) IN GENERAL.—Funds received by a local
area under paragraph (3(A) or (4)(A), as appro-
priate, of section 306(b), and funds received by
the local area under section 306(b)(3)(B). shall
be used—

(A) to establish a one-stop customer service
centers described in subsection (b);

(B) to provide the core services described in
paragraph (2) to participants described in such
paragraph through the one-stop customer serv-
ice system; and

(C) to provide lraining services described in
paragraph (3) to participants described in such
paragraph.

(2) CORE SERVICES.—Funds received by a local
area as described in paragraph (1) shall be used
to provide core services, which shall be available
to all individuals seeking assistance through a
one-stop customer service system and shall, at a
minimum, include—

(A) determinations of whether the individuals
are eligible to receive activities under this sub-
title;

(B) outreach, intake (which may include
worker profiling), and orientation to the infor-
mation and other services available through the
one-stop customer service system;

(C) initial assessment of skill levels, aptitudes,
abilities, and supportive service needs;

(D) case management assistance, as appro-
priate;

(E) job search and placement assistance;

(F) provision of information regarding—

(i) local, State and, if appropriate, regional or
national, employment opportunities; and

(ii) job skills necessary to obtain the employ-
ment opportunities;

(G) provision of performance information on
eligible providers of training services as de-
scribed in section 312, provided by program, and
eligible providers of youth activities as described
in section 313, eligible providers of adult edu-
cation as described in title 11, eligible providers
of postsecondary vocational education activities
and vocational education activities available to
school dropouts as described in title I, and eligi-
ble providers of vocational rehabilitation pro-
gram activities as described in title I of the Re-
habilitation Act of 1973;

(H) provision of performance information on
the activities carried out by one-stop partners,
as appropriate;

(1) provision of information regurding how the
local area is performing on the local perform-
ance measures described in section 32I(c), and
any additional performance information pro-
vided to the one-stop customer service center by
the local partnership,;

(J) provision of accurate information relating
to the availability of supportive services, includ-
ing child care and transportation, available in
the local area, and referral to such services, as
appropriate;

(K) provisions of information regarding filing
claims for unemployment compensation;
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(L) assistance in establishing eligibility for—

(i) welfare-to-work activities authorized under
section 403(a)(5) of the Social Security Act (as
added by section 5001 of the Balanced Budget
Act of 1997) available in the local area; and

(ii) programs of financial aid assistance for
training and education programs that are not
Junded under this Act and are available in the
local area; and

(M) follow up services, including counseling
regarding the workplace, for participants in
workforce investment activities who are placed
in unsubsidized employment, for not less than 12
months after the first day of the employment, as
appropriate.

(3) REQUIRED TRAINING SERVICES.—

(4) ELIGIBLE PARTICIPANTS.—Funds received
by a local area as described in paragraph (1)
shall be used to provide training services to indi-
viduals—

(i) who are adults (including dislocated work-
ers); i

(ii) who seek the services;

(iii)(1) who are unable to obtain employment
through the core services,; or

(1) who are employed and who are deter-
mined by a one-stop customer service center op-
erator to be in need of such training services in
order to gain or retain employment that allows
Sor self-sufficiency;

(iv) who after an interview, evaluation, or as-
sessment, and case management, have been de-
termined by a one-stop customer service center
operator or one-stop partner, as appropriate, to
be in need of training services and to have the
skills and qualifications, to successfully partici-
pate in the selected program of training services;

{v) who select programs of training services
that are directly linked to the employment op-
portunities in the local area involved or in an-
other area in which the adults receiving such
services are willing to relocate;

(vi) who are determined to be eligible in ac-
cordance with the priority system, if any, in ef-
fect under subparagraph (D).

(B) QUALIFICATION,—

(i) REQUIREMENT —Except as provided in
clause (ii), provision of such training services
shall be limited to individuals who—

(I} are unable to obtain other grant assistance
for such services, including Federal Pell Grants
established under title IV of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1070 et seq.); or

(11) require assistance beyond the assistance
made available under other grant assistance
programs, including Federal Pell Grants.

(ii) REIMBURSEMENTS.—Training services may
be provided under this paragraph to an indi-
vidual who otherwise meets the requirements of
this paragraph while an application for a Fed-
eral Pell Grant is pending, except that if such
individual is subsequently awarded a Federal
Pell Grant, appropriate reimbursement shall be
made to the local area from such Federal Pell
Grant.

(C) TRAINING SERVICES.—Training services
may include—

(i) employment skill training,;

(ii) on-the-job training

(iil) job readiness training; and

(iv) adult education services when provided in
combination with services described in clause
(i), (ii), or (iii).

(D) PRIORITY.—In the event that funds are
limited within a local area for adult employment
and training activities, priority shall be given to
disadvantaged adults for receipt of training
services provide under this paragraph. The ap-
propriate local partnership and the Governor
shall divect the one-stop customer service center
operator in the local area with regard to making
determinations related to such priority.

(E) DELIVERY OF SERVICES.—Training services
provided under this paragraph shall be pro-
vided—
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(i) except as provided in section 312(e),
through eligible providers of such services iden-
tified in accordance with section 312; and

(ii) in accordance with subparagraph (F).

(F) CONSUMER CHOICE REQUIREMENTS.—

(i) IN GENERAL.—Training services provided
under this paragraph shall be provided in a
manner that marimizes consumer choice in the
selection of an eligible provider of such services.

(ii) ELIGIBLE PROVIDERS.—Each local partner-
ship, through one-stop customer service centers,
shall make available—

(1) the list of eligible providers required under
subsection (b)(3) or (c)(2) of section 312, with a
description of the programs through which the
providers may offer the training services, and a
list of the names of on-the-job training pro-
viders; and

(Il) the performance information on eligible
providers of training services as described in sec-
tion 312.

(iii) EMPLOYMENT INFORMATION.—Each local
partnership, through one-stop customer service
centers, shall make available—

(1) information regarding local, State, and if
appropriate, regional or national employment
opportunities; and

(1) information regarding the job skills nec-
essary to obtain the employment opportunities.

(iv) INDIVIDUAL TRAINING ACCOUNTS.—An indi-
vidual who is eligible pursuant to subparagraph
(A) and seeks training services may select, in
consultation with a case manager, an eligible
provider of training services from the list of pro-
viders described in clause (ii)(1). Upon such se-
lection, the operator of the one-stop customer
service center shall, to the extent practicable,
refer such individual to the eligible provider of
training services, and arrange for payment for
such services through an individual training ac-
count.

(d) PERMISSIBLE LOCAL ACTIVITIES.—

(1) DISCRETIONARY ONE-STOP DELIVERY ACTIVI-
TIES.—Funds received by a local area under
paragraph (3)A4) or (4)(4), as appropriate, of
section 306(b), and funds received by the local
area under section 306(b)(3)(B) may be used to
provide, through one-stop delivery described in
subsection (b)(2)—

(A) intensive employment-related services for
adults;

(B) customized screening and referral of quali-
fied participants in training services to employ-
ment, and

(C) customized employment-related services to
employers.

(2) SUPPORTIVE SERVICES.—Funds received by
the local area as described in paragraph (1) may
be used to provide supportive services to partici-
pants—

(4) who are participating in activities de-
scribed in this section; and

(B) who are unable to obtain such supportive
services through other programs providing such
services.,

(3) NEEDS-RELATED PAYMENTS,—

(A) IN GENERAL.—Funds received by the local
area under section 306(b)(3)(B) may be used to
provide needs-related payments to dislocated
workers who do not qualify for, or have ex-
hausted, unemployment compensation, for the
purpose of enabling such individuals to partici-
pate in training services.

(B) ADDITIONAL ELIGIBILITY REQUIREMENTS,—
In addition to the requirements contained in
subparagraph (A), a dislocated worker who has
ceased to gqualify for unemployment compensa-
tion may be eligible to receive needs-related pay-
ments under this paragraph only if such worker
was envolled in the training services—

(i) by the end of the 13th week after the most
recent layoff that resulted in a determination of
the waorker's eligibility for employment and
training activities for dislocated workers under
this subtitle; or
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(i) if later, by the end of the 8th week after
the worker is informed that a short-term layoff
will exceed 6 months.

(C) LEVEL OF PAYMENTS—The level of a needs-
related payment made lo a dislocated worker
under this paragraph shall not exceed the great-
er of—

(i) the applicable level of unemployment com-
pensation; or

(ii) if such worker did not qualify for unem-
ployment compensation, an amount equal to the
poverty line, for an eguivalent period, which
amount shall be adjusted to reflect changes in
total family income.

SEC. 316. LOCAL YOUTH ACTIVITIES.

(a) PURPOSES.—The purposes of this section
are—

(1) to provide, the youth seeking assistance in
achieving academic and employment success, ef-
fective and comprehensive activiites, which shall
include a variety of options for improving edu-
cational and skill competencies and provide ef-
fective connections to employers;

(2) to ensure continuous contact for youth
with committed adults;

(3) to provide opportunities for training to
youth;

(4) to provide continued support services for
youlth,

(5) to provide incentives for recognition and
achievement to youth; and

{6) to provide opportunities for youth in ac-
tivities related to leadership, development, deci-
sionmaking, citizenship, and community service.

(b) REQUIRED ELEMENTS—Funds received by
a local area under paragraph (3)(C) or (4)(B) of
section 306(b) shall be used to carry out, for
youth who seek the activities, activities that—

(1) consist of the provision of—

(A) tutoring, study skills training, and in-
struction, leading to completion of secondary
school, including dropout prevention strategies;

(B) alternative secondary school services;

(C) summer employment opportunities and
other paid and unpaid work experiences, includ-
ing internships and job shadowing;

{D) employment skill training, as appropriate;

(E) community service and leadership develop-
ment opportunities;

(F) services described in section 315(c)(2);

(G) supportive services;

(H) adult mentoring for the period of partici-
pation and a subsequent period, for a total of
not less than 12 months; and

(1) followup services for not less than 12
months after the completion of participation, as
appropriate;

(2) provide—

(A) preparation for postsecondary educational
opportunities, in appropriate cases;

(B) strong linkages between academic and oc-
cupational learning;

(C) preparation for unsubsidized employment
opportunities, in appropriate cases; and

(D) effective connections to intermediaries
with strong links to—

(i) the job market; and

(ii) local and regional employers; and

(3) involve parents, participants, and other
members of the community with erperience re-
lating to youth in the design and implementa-
tion of the activities.

(¢) PRIORITY.—

(1) IN GENERAL.—At a minimum, 50 percent of
the funds described in subsection (b) shall be
used to provide youth activities to out-of-school
youth.

(2) EXCEPTION.—A State that receives a min-
imum allotment under paragraph (1) or (3) of
section 302(b) in accordance with section
302(b)(1)(B)(iv)(1I) may reduce the percentage
described in paragraph (1) for a local area in
the State, if—

(A) after an analysis of the youth population
in the local area, the State determines that the
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local area will be unable to meet the percentage
described in paragraph (1) due to a low number
of out-of-school youth, and

(B)(i) the State submits to the Secretary, for
the local area, a request including a proposed
reduced percentae for purposes of paragraph
(1), and the summary of the youth population
anlysis; and

(ii) the request is approved by the Secretary.

(d) PROHIBITIONS.—

(1) NO LOCAL EDUCATION CURRICULUM.—No
funds described in subsection (b) shall be used
to develop or implement local school system edu-
cation curricula.

(2) NONDUPLICATION.—No funds described in
subsection (b) shall be used to carry out activi-
ties that duplicate federally funded activities
available to youth in the local area.

(3) NONINTERFERENCE AND NONREPLACEMENT
OF REGULAR ACADEMIC REQUIREMENTS.—No
funds described in subsection (b) shall be used
to provide an activity for youth who are not
school dropouts if participation in the activity
would interfere with or replace the regular aca-
demic requirements of the youth.

CHAPTER 4—GENERAL PROVISIONS
SEC. 321. ACCOUNTABILITY.

(a) PURPOSE.—The purpose of this section is
to establish comprehensive performance meas-
ures to assess the effectiveness of Slates and
local areas in achieving continuous improve-
ment of workforce investment activities funded
under this subtitle, in order to maximize the re-
turn on investment of Federal funds in State
and local workforce development activites.

(b) STATE PERFORMANCE MEASURES.—

(1) IN GENERAL.—To be eligible to receive an
allotment under section 302, a State shall estab-
lish, and identify in the State plan, State per-
formance measures. Each State performance
measure shall consist of an indicator of perform-
ance referred to in paragraph (2) or (3) and a
level of performance referred to in paragraph
(4).

(2) CORE INDICATORS OF PERFORMANCE,—

(A) IN GENERAL—The State performance
measures shall include indicators of perform-
ance for workforce investment activities pro-
vided under this subtitle (except for self-service
and informational activities) for each of the
population groups described in subparagraph
(B). Such indicators, at a minimum, shall con-
sist of/—

(i) entry into unsubsidized employment;

{ii) retention in unsubsidized employment 6
maonths after entry into the employment;

(iii) earnings received in unsubsidized employ-
ment 6 months after entry into the employment;
and

(iv) attainment of a recognized credential re-
lating to achievement of educational skills (in-
cluding basic skills) or occupational skills, by
participants who entered unsubsidized employ-
ment, or by participants who are in-school
youth, taking into account attainment of more
than I such credential.

(B) POPULATION GROUPS.—The indicators de-
scribed in subparagraph (A) shall be applicable
to each of the following populations;

(i) Dislocated workers.

(ii) Economically disadvantaged adults.

(iii) Youth.

(3) ADDITIONAL
ANCE.—

(A) CUSTOMER SATISFACTION INDICATORS.—A
State shall identify in the State plan an
indicatior of performance concerning customer
satisfaction of employers and workers with re-
sults achieved from the workforce investment
activities in which the employers and workers
participated under this subtitle. The customer
satisfaction may be measured through surveys
conducted after the conclusion of participation
in the workforce investment activities.

INDICATORS OF PERFORM-

May 5, 1998

(B) ADDITIONAL INDICATORS.—A State may
identify in the State plan additional indicators
of performance relating to State goals for work-
force investment, including goals for the eco-
nomic success of the citizens of the State of
other State goals related to the objectives of this
subtitle.

(4) STATE LEVELS OF PERFORMANCE.—

(A) IN GENERAL.—The Secretary and each gov-
ernor shall reach agreement on the levels of per-
Jormance expected lo be achieved by the State
on the State performance meuasures established
pursuant to this subsection. In reaching the
agreement, the Secretary and Governor shall es-
tablish a level of performance for each of the in-
dicators of performance described in paragraphs
(2) and (3). Such agreement shall take into ac-
count—

(i) how the levels compare with the levels es-
tablished by other States, taking into account
factors including differences in economic condi-
tions, the characteristics of participants when
the participants entered the program, and the
services to be provided,

(ii) the ertent to which such levels promote
continuous improvement in performance on the
performance measures by such State and ensure
maximum relurn on the investment of Federal
funds; and

(iii) the ertent to which the levels will assist
the State in attaining the workforce investment
goals of the State.

(B) ADJUSTMENTS.—If wunanticipated cir-
cumstances arise in a State resulting in a sig-
nificant change in the factors described in sub-
paragraph (A)i), the Governor may request that
the levels of performance agreed to under sub-
paragraph (A) be adjusted. The Secretary, after
collaboration with the representatives described
in subsection (i), shall issue objective criteria
and methods for making such adjustments.

(¢) LOCAL PERFORMANCE MEASURES.—

(1) IN GENERAL—FEach Governor shall nego-
tiate and reach agreement with the local part-
nership and the chief elected official in each
local area on local performance measures, based
on the State performance measures identified in
the State plan. Each local performance measure
shall consist of an indicator of performance re-
Jerred to in paragraph (2) or (3) of subsection
(b) and a level of performance referred to in
paragraph (2).

(2) AGREEMENT.—

(A) IN GENERAL—In reaching the agreement,
the Governor, local partnership, and chief elect-
ed official shall establish an expected level of
performance for each of the indicators of per-
formance.

(B) CONSIDERATIONS.—Such agreement shall
take into account at the local level the matters
considered at the State level under clauses (i),
(ii), and (iii) of subsection (b)(4)(A).

(C) ADIUSTMENTS.—If unanticipated cir-
cumstances arise in a local area resulting in a
significant change in the factors referred to in
subsection (b){(4)(A)(i), the local partnership and
chief elected official may request that the levels
of performance agreed to under paragraph (1) be
adjusted, using criteria and methods referred to
in subsection (b)(4)(B).

{d) REPORT.—

(1) IN GENERAL.—Each State that receives an
allotment under section 302 shall annually pre-
pare and submit to the Secretary a report on the
progress of the State in achieving State perform-
ance measures. The annual report also shall in-
clude information regarding the progress of
local areas in achieving local performance
meansures. The report also shall include infor-
mation on the status of State evaluations of
workforce investment activities described in sub-
section (e).

(2) ADDITIONAL INFORMATION.—In preparing
such report, the State shall include, at a min-
imwm, information on participants in workforce
investment activities relating to—
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(A) entry by participants who have completed
training services provided wunder section
315¢e)(3) into unsubsidized employment related
to the training received;

(B) wages at entry into employment for par-
ticipants in workforce investment activities who
entered unsubsidized employment, including the
rate of wage replacement for such paraticipants
who are dislocated workers;

(C) Cost of workforce investment activities rel-
ative to the effect of the activities on the per-
Sformance of participants;

(D) retention and earnings received in unsub-
sidized employment 12 months after entry into
the employment;

(E) performance with respect to the indicators
of performance specified in subsection (b)(2) of
participants in workforce investment activities
who received the training services compared
with the performance of participants in work-
force investment activities who received only
services other than the training services (exclud-
ing participants who received only self-service
and informational activities); and

(F) performance with respect to the indicators
of performance specified in subsection (b)(2) of
welfare recipients, out-of-school youth, vet-
erans, and individuals with disabilities.

(3) INFORMATION DISSEMINATION.—The Sec-
retary shall make the information contained in
such reports available to Congress, the Library
of Congess, and the public through publication
and other appropriate methods. The Secretary
shall disseminate State-by-State comparisons of
the informaiton after adjusting the information
to take account of differences in specific cir-
cumstances, including economic circumstances,
of the States and after consulting with each
Governor as to the accuracy of the information
after adjustment.

(e) EVALUATION OF STATE PROGRAMS.—

(1) IN GENERAL.—Using funds made available
under this subtitle, the State, in coordination
with local parinerships in the State, shall con-
duct ongoing evaluation studies of workforce in-
vestment activities carried out in the Stlate
under this subtitle in order to promote, estab-
lish, implement, and utilize methods for continu-
ously improving the activities in order to
achieve high-level performance within, and
high-level outcomes from, the statewide work-
force investment system. To the marimwn extent
practicable, the State shall coordinate the eval-
uations with the evaluations provided for by the
Secretary under section 368.

(2) DESIGN.—The evaluation studies con-
ducted under this subsection shall be designed
in conjunction with the statewide partnership
and local partnerships and shall include anal-
ysis of customer feedback and outcome and
process measures in the statewide workforce in-
vestment system.

(3) RESULTS.—The State shall periodically
prepare and submit to the statewide partnership
and local partnerships in the State reports con-
taining the results of evaluation studies con-
ducted under this subsection, to promote the ef-
ficiency and effectiveness of the statewide work-
force investment system in improving employ-
ability for jobseekers and competitiveness for
employers.

(f) FISCAL AND MANAGEMENT ACCOUNTABILITY
INFORMATION SYSTEMS.—

(1) IN GENERAL.—Using funds made available
under this subtitle, the Governor, in coordina-
tion with local parinerships and chief elected
offcials in the State, shall establish and operate
a fiscal and management accountability infor-
mation system based on guidelines established
by the Secretary after consultation with the
Governors, local elected officials, and officers of
agencies that administer workforce investment
activities in local areas. Such guidelines shall
promote efficient collection and use of fiscal and
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management information for reporting and mon-
itoring the use of funds made available under
this subtitle and for preparing the annual report
described in subsection (d).

(2) WAGE RECORDS.—In measuring the
progress of the State on State and local perform-
ance measures, a State shall utilize quarterly
wage record. The Secrelary shall make arrange-
ments to ensure that the wage records of any
State are available to any other State to the ex-
tent that such wage records are required by the
State in carrying out the State plan of the State
or completing the annual report described in
subsection (d).

(3) CONFIDENTIALITY. —In carrying out the re-
quirements of this Act, the State shall comply
with section 444 of the General Education Provi-
sions Act (20 U.S.C. 1232g) (as added by the
Family Educational Rights and Privacy Act of
1974).

(g) SANCTIONS.—

(1) TECHNICAL ASSISTANCE OR REDUCTION OF
ALLOTMENTS,—The Secretary shall—

(A) if a State failed to meet '+ or more of the
State performance measures for any year, pro-
vide technical assistance in accordance with
section 366(b) to the State to improve the level of
performance of the State; and

(B) if a State failed to meet 2 or more of the
State performance measures for each of 2 con-
secutive years, or failed to meet the State per-
formance measures and the extent of the failure
with respect to 's of such measures was signifi-
cant for each of 2 consecutive years—

(i) determine whether the failure involved is
attributable to—

() adult employment and training activities;

(11) dislocated worker employment and train-
ing aclivities; or

(111) youth activities; and

(ii) reduce, by not more than 5 percent, the al-
lotment of the State under section 302 for 1 year
Jor the category of activities described in clause
(i) to which the failure is attributable.

(2) CRITERIA.—The Secretary, after collabora-
tion with the representatives described in sub-
section (i), shall issue objective criteria for de-
termining cases in which the extent of failure is
significant for purposes of paragraph (1)(B).

(C) FUNDS RESULTING FROM REDUCED ALLOT-
MENTS.—The Secretary shall use an amount re-
tained, as a result of a reduction in an allot-
ment to a State made under paragraph (I)(B), to
provide technical assistance in accordance with
section 366 to such State.

(h) INCENTIVE GRANTS.—The Secretary shall
make incentive grants under this title in accord-
ance with section 365 to States that exceed the
levels of performance for performance measures
established under this Act. In awarding incen-
tive grants under this title, the Secretary shall
give special consideration to those States achiev-
ing the highest levels of performance on indica-
tors of performance related to employment reten-
tion and earnings.

(i) OTHER MEASURES AND TERMINOLOGY.—

(1) RESPONSIBILITIES—The Secretary, after
collaboration with representatives of appro-
priate Federal agencies, and representatives of
States and political subdivisions, business and
industry, employees, eligible providers of em-
ployment and training activities, educators, and
participants, with expertise regarding workforce
investment policies and workforce investment
activities, shall issue—

(A) definitions for information required to be
reported under subsection (d)(2);

(B) terms for a menu of additional indicators
of performance described in subsection (b)(3)(B)
to assist States in assessing their progress (o-
ward State workforce investment goals;

(C) objective criteria and methods described in
subsection (b)(4)(B) for making adjustments to
levels of performance; and
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(D) objective criteria described in subsection
(g)(2) for determining significant extent of fail-
ure on performance measures.

(2) DEFINITIONS FOR CORE INDICATORS.—The
Secretary and the reprsentatives described in
paragraph (1) shall participate in the activities
described in section 502 concerning the issuance
of definitions of indicators of performance de-
scribed in subsection (b)(2).

(3) ASSISTANCE.—The Secretary shall make the
services of objective staff available to the
represtatives to assist the representatives in par-
ticipating in the collaboration described in para-
graph (1) and in the activities described in sec-
tion 502.

SEC. 322. AUTHORIZATION OF APPROPRIATIONS.

(a) ADULT EMPLOYMENT AND TRAINING AcC-
TIVITIES.—There are authorized to be appro-
priated to carry out the activities described in
section 302(a)(1) under this subtitle, such sums
as may be necessary for each of fiscal years 1999
through 2004,

(b) DISLOCATED WORKER EMPLOYMENT AND
TRAINING ACTiviTIES.—There are authorized to
be appropriated to carry out the activities de-
scribed in section 302(a)(2) under this subtitle,
such sums as may be necessary for each of fiscal
vears 1999 through 2004.

(¢) YOUTH AcTIvITIES.—There are authorized
to be appropriated to carry out the activities de-
scribed in section 302(a)(3) under this subtitle,
such sums as may be necessary for each of fiscal
years 1999 through 2004.

Subtitle B—Job Corps
SEC. 331. PURPOSES.
The purposes of this subtitle are—

(1) to maintain a national Job Corps program,
carried out in partnership with States and com-
munities, to assist eligible youth who need and
can benefit from an intensive program, operated
in a group setting in residential and nonresiden-
tial centers, to become more responsible, employ-
able, and productive citizens;

(2) to set forth standards and procedures for
selecting individuals as enrollees in the Job
Corps;

(3) to authorize the establishment of Job Corps
centers in which enrollees will participate in in-
tensive programs of activities described in this
subtitle; and

(4) to prescribe various other powers, duties,
and responsibilities incident to the operation
and continuing development of the Job Corps.
SEC. 332. DEFINITIONS.

In this subtitle:

(1) APPLICABLE LOCAL PARTNERSHIP.—The
term “‘applicable local partnership’ means a
local partnership—

(A) that provides information for a Job Corps
center on local employment opportunities and
the job skills needed to obtain the opportunities;
and

(B) that serves communities in which the
graduates of the Job Corps center seek employ-
ment.

{2) APPLICABLE ONE-STOP CUSTOMER SERV-
ICE—The term ‘“‘applicable one-stop customer
service center’' means a one-stop customer serv-
ice center that provides services, such as refer-
ral, intake, recruitment, and placement, to a Job
Corps center.

(3) ENROLLEE.—The term “‘enrollee’’ means an
individual who has voluntarily applied for, been
selected for, and enrolled in the Job Corps pro-
gram, and remains with the program, but has
not yet become a graduate.

(4) FORMER ENROLLEE.—The term "‘former en-
rollee”’ means an individual who has volun-
tarily applied for, been selected for, and en-
rolled in the Job Corps program, but left the pro-
gram before completing the requirements of a vo-
cational training program, or received a Sec-
ondary school diploma or recognized equivalent,
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as a result of participation in the Job Corps pro-
gram.

(5) GRADUATE.—The term "graduate’’ means
an individual who has voluntarily applied for,
been selected for, and enrvolled in the Job Corps
program, and has completed the requirement of
a vocational training program, or received a sec-
ondary school diploma or recognized equivalent,
as a result of participation in the Job Corps pro-
gram.

(6) JoB corPs.—The term “'Job Corps’ means
the Job Corps described in section 333.

(7) JOB CORPS CENTER.— The term “Job Corps
center” means a center described in section 333.

(8) OPERATOR.—The term ‘‘operator’’ means
an entity selected under this subtitle to operate
a Job Corps center.

(9) REGION.—The term ‘‘region’ means an
area served by a regional office of the Employ-
ment and Training Administration.

(10) SERVICE PROVIDER.—The term ‘‘service
provider” means an entily selected under this
subtitle to provide services described in this sub-
title to a Job Corps center.

SEC. 333. ESTABLISHMENT.

There shall be established in the Department of
Labor a Job Corps program, to carry out activi-
ties described in this subtitle for individuals en-
rolled in a Job Corps and assigned to a center.
SEC. 334. INDIVIDUALS ELIGIBLE FOR THE .JOB

CORPS.

To be eligible to become an enrollee, an indi-
vidual shall be—

(1) not less than age 16 and not more than age
21 on the date of enrollment, except that—

(A) not more than 20 percent of the individ-
uals enrolled in the Job Corps may be not less
than age 22 and not more than age 24 on the
date of enrollment; and

(B) either such maximum age limitation may
be waived by the Secretary, in accordance with
regulations of the Secretary, in the case of an
individual with a disability;

(2) a low-income individual; and

(3) an individual who is 1 or more of the fol-
lowing:

(A) Basic skills deficient.

(B) A school dropout.

(C) Homeless, a runaway, or a foster child.

(D) A parent.

(E) An individual who requires additional
education, vocational {training, or intensive
counseling and related assistance, in order to
participate successfully in regular schoolwork or
to secure and hold employment.

SEC. 335. RECRUITMENT, SCREENING, SELEC-
TION, AND ASSIGNMENT OF ENROLL-
EES.

(@) STANDARDS AND PROCEDURES.—

(1) IN GENERAL.—The Secretary shall prescribe
specific standards and procedures for the re-
cruitment, screening, and selection of eligible
applicants for the Job Corps, after considering
recommendations from the governors, local part-
nerships, and other interested parties.

(2) METHODS.—In prescribing standards and
procedures under paragraph (1), the Secretary,
at a minimum, shall—

(A) prescribe procedures for informing enroll-
ees that drug tests will be administered to the
enrollees and the resulls received within 45 days
after the enrollees enroll in the Job Corps;

(B) establish standards for recruitment of the
Job Corps applicants;

(C) establish standards and procedures for—

(i) determining, for each applicant, whether
the educational and vocational needs of the ap-
plicant can best be met through the Job Corps
program or an alternative program in the com-
munity in which the applicant resides; and

(ii) obtaining from each applicant pertinent
data relating to background, needs, and inter-
ests for determining eligibility and potential as-
signment;
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(D) where appropriate, take measures to im-
prove the professional capability of the individ-
uag: conducting screening of the applicants,
an

(E) assure that an appropriate number of en-
rollees are from rural areas.

(3) IMPLEMENTATION—To the extent prac-
ticable, the standards and procedures shall be
implemented through arrangements with—

(A) applicable one-stop customer service cen-
ters;

(B) community action agencies, business orga-
nizations, and labor organizations, and

{C) agencies and individuals that have con-
tact with youth over substantial periods of time
and are able to offer reliable information about
the needs and problems of youth.

(4) CONSULTATION.—The standards and proce-
dures shall provide for mecessary consultation
with individuals and organizations, including
court, probation, parole, law enforcement, edu-
cation, welfare, and medical authorities and ad-
visers.

(5) REIMBURSEMENT.—The Secretary is au-
thorized to enter into contracts with and make
payments to individuals and organizations for
the cost of conducting recruilment, screening,
and selection of eligible applicants for the Job
Corps, as provided for in this section. The Sec-
retary shall make no payment to any individual
or organization solely as compensation for refer-
ring the names of applicants for the Job Corps.

(b) SPECIAL LIMITATIONS OF SELECTION.—

(1) IN GENERAL.—No individual shall be se-
lected as an enrollee unless the individual or or-
ganization implementing the standards and pro-
cedures determines that—

{A) there is a reasonable expectation that the
individual considered for selection can partici-
pate successfully in group situations and activi-
ties, and is not likely to engage in behavior that
would prevent other enrollees from receiving the
benefit of the Job Corps program or be incompat-
ible with the maintenance of sound discipline
and satisfactory relationships between the Job
Corps center to which the individual might be
assigned and communities surrounding the Job
Corps center;

(B) the individual manifests a basic under-
standing of both the rules to which the indi-
vidual will be subject and of the consequences of
failure to observe the rules; and

(C) the individual has passed a background
check conducted in accordance with procedures
established by the Secretary.

{2) INDIVIDUALS ON PROBATION, PAROLE, OR
SUPERVISED RELEASE.—An individual on proba-
tion, parole, or supervised release may be se-
lected as an envollee only if release from the su-
pervision of the probation or parole official in-
volved is satisfactory to the official and the Sec-
retary and does not violate applicable laws (in-
cluding regulations). No individual shall be de-
nied a position in the Job Corps solely on the
basis of individual contact with the criminal
justice system.

(¢) ASSIGNMENT PLAN.—

(1) IN GENERAL—Every 2 years, the Secretary
shall develop and implement an assignment plan
for assigning enrollees to Job Corps center. In
developing the plan, the Secretary shall, based
on the analysis described in paragraph (2), es-
tablish targets, applicable to each Job Corps
center, for—

(A4) the maximum attainable percentage of en-
rollees at the Job Corps center that reside in the
State in which the center is located; and

(B) the marimum attainable percentage of en-
rollees at the Job Corps cenler that reside in the
region in which the center is located, and in
surrounding regions.

(2) ANALYSIS.—In order to develop the plan
described in paragraph (1), the Secretary shall,
every 2 years, analyze, for the Job Corps cen-
ter—
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(A) the size of the population of individuals
eligible to participate in Job Corps in the State
and region in which the Job Corps center is lo-
cated, and in surrounding regions;

(B) the relative demand for participation in
the Job Corps in the State and region, and in
surrounding regions; and

(C) the capacity and utilization of the Job
Corps center, including services provided
through the center.

(d) ASSIGNMENT OF INDIVIDUAL ENROLLEES —

(1) IN GENERAL.—A[ter an individual has been
selected for the Job Corps in accordance with
the standards and procedures of the Secretary
under subsection (a), the enrollee shall be as-
signed to the home of the enrollee, ercept that
the Secretary may waive this requirement if—

(A) the enrollee chooses a vocational training
program, or requires an English as a second lan-
guage program, that is not available at such
center;

(B) the enrollee is an individual with a dis-

ability and may be better served at another cen-
ter;
(C) the enrollee would be unduly delayed in
participating in the Job Corps program because
the closest center is operating at full capacity,;
or

(D) The parent or guardian of the enrollee re-
quests assignment of the enrollee to another Job
Corps center due to circumstances in the com-
munity of the enrollee that would impair pros-
pects for successful participation in the Job
Corps Program.

(2) ENROLLEES WHO ARE YOUNGER THAN 18.—
An enrollee who is younger than 18 shall not be
assigned to a Job Coprs center other than the
center closest to the home of the enrollee pursu-
ant to paragraph (1) if the parent or guardian
of the enrollee objects to the assignment
SEC. 336. ENROLLMENT.

{a) RELATIONSHIP BETWEEN ENROLLMENT AND
MILITARY OBLIGATIONS.—Enrollment in the
Corps shall not relieve any individual of obliga-
tions under the Military Selective Service Act
(50 U.S.C. App. 451 et seq.).

(b) PERIOD OF ENROLLMENT.—No individual
may be enrolled in the Job Corps for more than
2 years, except—

(1) in a case in which completion of an ad-
vanced career training program under section
338(b) would require an individual to participate
in the Job Corps for not more than 1 additional
year; or

(2) as the Secretary may authorize in a special
case.

SEC. 337. JOB CORPS CENTERS.

() OPERATORS AND SERVICE PROVIDERS.—

(1) ELIGIBLE ENTITIES.—

(A) OPERATORS.—The Secretary shall enter
into an agreement with a Federal, State, or
local agency, such as individuals participating
in a statewide partnership or in a local partner-
ship or an agency that operates or wishes to de-
velop an area vocational education school, or
with a private organization, for the operation of
each Job Corps center.

(B) PROVIDERS.—The Secretary may enter into
an agreement with a local entity to provide ac-
tivities described in this subtitle to the Job Corps
center.

(2) SELECTION PROCESS. —

(A) COMPETITIVE BASIS.—Except as provided
in subsections (¢) and (d) of section 303 of the
Federal Property and Administrative Services
Act of 1949 (41 U.S.C. 253), the Secretary shall
select on a competitive basis an entity to operate
a Job Corps center and entities to provide activi-
ties described in this subtitle to the Job Corps
center. In developing a solicitation for an oper-
ator or service provider, the Secretary shall con-
sult with the Governor of the State in which the
center is located, the industry council for the
Job Corps center (if established), and the appli-
cable local partnership regarding the contents of
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such solicitation, including elements that will
promote the consistency of the activities carried
out through the center with the objectives set
forth in the State plan or in a local plan.

(B) RECOMMENDATIONS AND CONSIDER-
ATIONS.—

(i) OPERATORS.—In selecting an entity to op-
erate a Job Corps center, the Secretary shall
consider—

(1) the ability of the entity to coordinate the
activities carried out through the Job Corps cen-
ter with activities carried out under the appro-
priate State plan and local plans;

(11) the degree to which the vocational train-
ing that the entily proposes for the center re-
flects local employment opportunities in the
local areas in which enrollees at the center in-
tend to seek employment;

(111) to degree to which the entity is familiar
with the surrounding communities, applicable
one-stop centers, and the State and region in
which the center is located; and

(IV) the past performance of the entity, if
any, relating to operating or providing activities
described in this subtitle to a Job Corps center.

(ii) PROVIDERS.—In selecting a service pro-
vider for a Job Corps center, the Secretary shall
consider the factors described in subclauses (1)
through (1V) of clause (i), as appropriate.

(b) CHARACTER AND ACTIVITIES.—Job Corps
centers may be residential or nonresidential in
character, and shall be designed and operated
s0 as to provide enrollees, in a well-supervised
setting, with access to activities described in this
subtitle. In any year, no more than 20 percent of
the individuals enrolled in the Job Corps may be
nonresidential participants in the Job Corps.

(c) CIVILIAN CONSERVATION CENTERS.—

(1) IN GENERAL.—The Job Corps centers may
include Civilian Conservation Centers operated
under agreements with the Secretary of Agri-
culture of the Secretary of the Interior, located
primarily in rural areas, which shall provide, in
addition to other vocational training and assist-
ance, programs of work experience to conserve,
develop, or manage public natural resources or
public recreational areas or to develop commu-
nity projects in the public interest.

(2) SELECTION PROCESS.—The Secretary may
select an entity to operate Civilian Conservation
Center on a competitive basis, as provided in
subsection (a), if the center fails to meet such
national performance standards as the Sec-
retary shall establish.

{d) INDIAN TRIBES.—

(1) GENERAL AUTHORITY.—The Secretary may
enter into agreements with Indian tribes to oper-
ate Job Corps centers for Indians.

(2) DEFINITIONS.—In this subsection, the terms
“Indian’ and “Indian tribe’’, have the mean-
ings given such terms in subsections (d) and (e),
respectively, of section 4 of the Indian Self-De-
termination and Education Assistance Act (25
U.8.C. 450b).

SEC. 338. PROGRAM ACTIVITIES.

(a) ACTIVITIES PROVIDED BY JOB CORPS CEN-
TERS.

(1) IN GENERAL.—Each Job Corps center shall
provide enrollees with an intensive, well orga-
nized, and fully supervised program of edu-
cation, vocational training, work exrperience,
recreational activities, and counseling. Each Job
Corps center shall provide enrollees assigned to
the center with access to core services described
in subtitle A.

(2) RELATIONSHIP TO OPPORTUNITIES. —

(A) IN GENERAL— The activities provided
under this subsection shall provide work-based
learning throughout the enrollment of the en-
rollees and assist the enrollees in obtaining
meaningful unsubsidized employment, partici-
pating in secondary education or postsecondary
education programs, enrolling in other suitable
vocational training programs, or satisfying
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Armed Forces requirements, on completion of
their enrollment.

(B) LINK TO EMPLOYMENT OPPORTUNITIES.—
The vocational training provided shall be linked
to the employment opportunities in the local
area in which the enrollee intends to seek em-
ployment after graduation.

(b) ADVANCED CAREER TRAINING PROGRAMS.—

(1) In general.—The Secretary may arrange
for programs of advanced career training for se-
lected enrollees in which the enrvollees may con-
tinue to participate for a period of not to erceed
1 year in addition to the period of participation
to which the enrollees would otherwise be lim-
ited. The advanced career training may be pro-
vided through the eligible providers of training
services identified by the State involved under
section 312.

(2) BENEFITS. —

(A) IN GENERAL.—During the period of partici-
pation in an advanced career training program,
an enrollee shall be eligible for full Job Corps
benefits, or a monthly stipend equal to the aver-
age value of the residential support, food, allow-
ances, and other benefits provided to enrollees
assigned lo residential Job Corps centers.

(B) CaALcULATION—The total amount for
which an enrollee shall be eligible under sub-
paragraph (A) shall be reduced by the amount
of any scholarship or other educational grant
assistance received by such enrollee for ad-
vanced career training.

(3) DEMONSTRATION.—Each year, any oper-
ator seeking to enroll additional enrollees in an
advanced career training program shall dem-
onstrate that participants in such program have
achieved a reasonable rate of completion and
placement in training-related jobs before the op-
erator may carry out such additional enroll-
ment.

(c) CONTINUED SERVICES.—The Secretary shall
also provide continued services to graduates, in-
cluding providing counseling regarding the
workplace for 12 months after the date of grad-
uation of the graduates. In selecting a provider
for such services, the Secrelary shall give pri-
orily to one-stop partners.

SEC. 339. COUNSELING AND JOB PLACEMENT.

(a) COUNSELING AND TESTING.—The Secretary
shall arrange for counseling and testing for
each enrollee at regular intervals to measure
progress in the education and vocational train-
ing programs carried out through the Job Corps.

(b) PLACEMENT.—The secretary shall arrange
for counseling and testing for enrollees prior fo
their scheduled graduations to determine their
capabilities and, based on their capabilities,
shall make every effort to arrange to place the
enrollees in jobs in the vocations for which the
enrollees are trained or to assist the enrollees in
obtaining further activities described in this
subtitle. In arranging for the placement of grad-
uates in jobs, the Secretary shall utilize the one-
stop customer service system to the fullest extent
possible.

(c) STATUS AND PROGRESS.—The Secretary
shall determine the status and progress of en-
rollees scheduled for graduation and make every
effort to assure that their needs for further ac-
tivities described in this subtitle are met.

SEC. 340. SUPPORT.

(a) PERSONAL ALLOWANCES. The Secretary
shall provide enrollees assigned to Job Corps
centers with such personal allowances as the
Secretary may determine to be necessary or ap-
propriate to meet the needs of the enrollees.

(b) READJUSTMENT ALLOWANCES.—The Sec-
retary shall arrange for a readjustment allow-
ance to be paid to eligible former enrollees and
graduates. The Secretary shall arrange for the
allowance to be paid at the one-stop customer
service center nearest to the home of such o
former enrollee or graduate who is returning
home, or at the one-stop customer service center
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nearest to the location where the former envollee
or graduate has indicated an intent to seek em-
ployment. If the Secretary uses any organiza-
tion, in lieu of a one-stop customer service cen-
ter, to provide placement services under this
Act, the Secretary shall arrange for the organi-
zation to pay the readjustment allowance.

SEC. 341. OPERATING PLAN.

(a) IN GENERAL .—The provisions of the con-
tract between the Secretary and an entity se-
lected to operate a Job Corps center shall, at a
minimum, serve as an operating plan for the Job
Corps center.

(b) ADDITIONAL INFORMATION.—The Secretary
may require the operator, in order to remain eli-
gible to operate the Job Corps center, to submit
such additional information as the Secretary
may require, which shall be considered part of
the operating plan.

(¢) AVAILABILITY. —The Secretary shall make
the operating plan described in subsections (a)
and (b), excluding any proprietary information,
available to the public.

SEC. 342. STANDARDS OF CONDUCT.

(@) PROVISION AND ENFORCEMENT.—The Sec-
retary shall provide, and dirvectors of Job Corps
centers shall stringently enforce, standards of
conduct within the centers. Such standards of
conduct shall include provisions forbidding the
actions described in subsection (b)(2)(A).

(b) DISCIPLINARY MEASURES.—

(1) IN GENERAL.—To promote the proper moral
and disciplinary conditions in the Job Corps,
the directors of Job Corps centers shall take ap-
propriate disciplinary measures against enroll-
ees. If such a director delermines that an en-
rollee has committed a violation of the stand-
ards of conduct, the director shall dismiss the
enrollee from the Job Corps if the director deter-
mines that the retention of the enrollee in the
Job Corps will jeopardize the enforcement of
such standards or diminish the opportunities of
other enrollees.

(2) ZERO TOLERANCE POLICY AND DRUG TEST-
ING.—

{A) GUIDELINES.—The Secretary shall adopt
guidelines establishing a zero tolerance policy
for an act of violence, for use, sale, or posses-
sion of a controlled substance, for abuse of alco-
hal, or for other illegal or disruptive activity.

(B) DrUG TESTING.—The Secretary shall re-
quire drug testing of all enrollees for controlled
substances in accordance with procedures pre-
scribed by the Secretary under section 335(a).

(C) DEFINITIONS.—In this paragraph:

(i) CONTROLLED SUBSTANCE.—The term ‘‘con-
trolled substance’ has the meaning given the
term in section 102 of the Controlled Substances
Act (21 U.5.C. 802).

(ii) ZERO TOLERANCE POLICY.—The term “‘zero
tolerance policy’ means a policy under which
an enrollee shall be automatically dismissed
from the Job Corps after a determination by the
director that the enrollee has carried out an ac-
tion described in subparagraph (A).

(c) ApPEAL.—A disciplinary measure taken by
a director under this section shall be subject to
erpeditious appeal in accordance with proce-
dures established by the Secretary.

SEC. 343. COMMUNITY PARTICIPATION.

(a) BUSINESS AND COMMUNITY LIAISON.—
Each Job Corps center shall have a Business
and Community Liaison (referred to in this Act
as a “Liaison”), designated by the director of
the center.

(b) RESPONSIBILITIES.—The responsibilities of
the Liaison shall include—

(1) establishing and developing relationships
and networks with—

(A) local and distant employers; and

(B) applicable one-stop customer service cen-
ters and applicable local partnerships,

for the purpose of providing job opportunities
for Job Corps graduates; and
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(2) establishing and developing relationships
with members of the community in which the
Job Corps center is located, informing members
of the community about the projects of the Job
Corps center and changes in the rules, proce-
dures, or activities of the center that may affect
the community, and planning events of mutual
interest to the community and the Job Corps
center.

(c) NEW CENTERS.—The Liaison for a Job
Corps center that is not yet operating shaill es-
tablish and develop the relationships and net-
works described in subsection (b) at least 3
months prior to the date on which the center ac-
cepts the first enrollee at the center.

SEC. 344. INDUSTRY COUNCILS.

(a) IN GENERAL.—Each Job Corps center shall
have an industry council, appointed by the di-
rector of the center after consultation with the
Liaison, in accordance with procedures estab-
lished by the Secretary.

(b) INDUSTRY COUNCIL COMPOSITION —

(1) IN GENERAL—An industry council shall be
comprised of—

(A) a majority of members who shall be local
and distant owners of business concerns, chief
erecutives or chief operating officers of non-
governmental employers, or other private sector
employers, who—

(i) have substantial management, hiring, or
policy responsibility; and

(ii) represent businesses with employment op-
portunities that reflect the employment opportu-
nities of the applicable local area; and

(B) representatives of labor organizations
(where present) and representatives of employ-
ees.

(2) LOCAL PARTNERSHIP.—The industry coun-
cil may include members of the applicable local
partnerships who meel the requirements de-
seribed in paragraph (1).

(c) RESPONSIBILITIES.—The responsibilities of
the industry council shall be—

(1) to work closely with all applicable local
partnerships in order to determine, and rec-
ommend to the Secretary, appropriate voca-
tional training for the center;

(2) to review all the relevant labor market in-
Jormation to—

(A) determine the employment opportunities in
the local areas in which the enrollees intend to
seek employment after graduation;

(B) determine the skills and education that
are necessary to obtain the employment oppor-
tunities; and

(C) recommend to the Secretary the type of vo-
cational training that should be implemented at
the center to enable the enrollees to obtain the
employment opportunities; and

(3) to meet at least once every 6 months to re-
evaluate the labor market information, and
other relevant information, to determine, and
recommend to the Secretary, any necessary
changes in the vocational training provided at
the center.

(d) NEW CENTERS.—The industry council for a
Job Corps center that is not yet operating shall
carry out the responsibilities described in sub-
section (c¢) at least 3 months prior to the date on
which the center accepts the first enrollee at the
center.

SEC. 345. ADVISORY COMMITTEES.

The Secretary may establish and use advisory
committees in connection with the operation of
the Job Corps program, and the operation of Job
Corps centers, whenever the Secretary deter-
mines that the availability of outside advice and
counsel on a regular basis would be of substan-
tial benefit in identifying and overcoming prob-
lems, in planning program or center develop-
ment, or in strengthening relationships between
the Job Corps and agencies, institutions, or
groups engaged in related activities.
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SEC. 346. EXPERIMENTAL, RESEARCH, AND DEM-
ONSTRATION PROJECTS.

The Secretary may carry out erperimental, re-
search, or demonstration projects relating to
carrying out the Job Corps program and may
waive any provisions of the subtitle that the
Secretary finds would prevent the Secretary
Jrom carrying out the projects.

SEC. 347. APPLICATION OF PROVISIONS OF FED.
ERAL LAW.

(a) ENROLLEES NOT CONSIDERED To BE FED-
ERAL EMPLOYEES.—

(1) IN GENERAL.—Ezcept as otherwise pro-
vided in this subsection and in section 8143(a) of
title 5, United States Code, enrollees shall not be
considered to be Federal employees and shall
not be subject to the provisions of law relating
to Federal employment, including such provi-
sions regarding hours of work, rates of com-
pensation, leave, unemployment compensation,
and Federal employee benefits.

(2) PROVISIONS RELATING TO TAXES AND SOCIAL
SECURITY BENEFITS.—For purposes of the Inter-
nal Revenue Code of 1986 and title II of the So-
cial Security Act (42 U.S.C. 401 et seq.). enrollees
shall be deemed to be employees of the United
States and any service performed by an indi-
vidual as an enrollee shall be deemed to be em-
ployees of the United States and any service
performed by an individual as an enrollee shall
be deemed to be performed in the employ of the
United States.

(3) PROVISIONS RELATING TO COMPENSATION TO
FEDERAL EMPLOYEES FOR WORK INJURIES.—For
purposes of subchapter I of chapter 81 of title 5,
United States Code (relating to compensation to
Federal employees for work injuries), enrollees
shall be deemed to be civil employees of the Gov-
ernment of the United States within the mean-
ing of the term "employee’ as defined in section
#8101 of title 5, United States Code, and the pro-
visions of such subchapter shall apply as speci-
fied in section 8143(a) of title 5, United States
Code.

(4) FEDERAL TORT CLAIMS PROVISIONS.—For
purposes of the Federal tort claims provisions in
title 28, United States Code, enrollees shall be
considered to be employees of the Government.

(b) ADIUSTMENTS AND SETTLEMENTS.—When-
ever the Secretary finds a claim for damages to
a person or property resulting from the oper-
ation of the Job Corps to be a proper charge
against the United States, and the claim is not
cognizable under section 2672 of title 28, United
States Code, the Secretary may adjust and settle
the claim in an amount not exceeding $1,500.

{c) PERSONNEL OF THE UNIFORMED SERV-
ICES —Personnel of the uniformed services who
are detailed or assigned to duty in the perform-
ance of agreements made by the Secretary for
the support of the Job Corps shall not be count-
ed in computing strength under any law limiting
the strength of such services or in computing the
percentage authorized by law for any grade in
such services.

SEC. 348. SPECIAL PROVISIONS.

(a) ENROLLMENT.—The Secretary shall ensure
that women and men have an equal opportunity
to participate in the Job Corps program, con-
sistent with section 335.

(b) STUDIES, EVALUATIONS, PROPOSALS, AND
DATA.—The Secretary shall assure that all stud-
ies, evaluations, proposals, and data produced
or developed with Federal funds in the course of
carrying oul the Job Corps program shall be-
come the property of the United States.

(c) TRANSFER OF PROPERTY.—

(1) IN GENERAL.—Notwithstanding title [l of
the Federal Property and Administrative Serv-
ices Act of 1949 (40 U.S.C. 481 et seq.) and any
other provision of law, the Secretary and the
Secretary of Education shall receive priovity by
the Secretary of Defense for the direct transfer,
on a nonreimbursable basis, of the property de-
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scribed in paragraph (2) for use in carrying out
programs under this Act of under any other Act.

(2) PROPERTY.—The property described in this
paragraph is real and personal property under
the control of the Department of Defense that is
not used by such Department, including prop-
erty that the Secretary of Defense determines is
in excess of current and projected requirements
of such Department.

(d) GROSS RECEIPTS.—Transactions conducted
by a private for-profit or nonprofit entity that is
an operator or service provider for a Job Corps
center shall not be considered to be generating
gross receipts. Such an operator or service pro-
vider shall not be liable, directly or indirectly, to
any State or subdivision of a State (nor to any
person acting on behalf of such a State or sub-
division) for any gross receipts tares, business
privilege tares measured by gross receipts, or
any similar tares imposed on, or measured by,
gross receipts in connection with any payments
made to or by such entity for operating or pro-
viding services to a Job Corps center. Such an
operator or service provider shall not be liable to
any State or subdivision of a State to collect or
pay any sales, ercise, use, or similar tax imposed
on the sale to or use by such operator or service
provider of any property, service, or other item
in connection with the operation of or provi-
sions of services to a Job Corps center.

(e) MANAGEMENT FEE.—The Secretary shall
provide each operator and (in an appropriate
case, as determined by the Secretary) service
provider with an equitable and negotiated man-
agement fee of not less than I percent of the
amount of the funding provided under the ap-
propriate agreement specified in section 337.

(/) DONATIONS.—The Secretary may accept on
behalf of the Job Corps or individual Job Corps
centers charitable donations of cash or other as-
sistance, including equipment and materials, if
such donations are available for appropriate use
for the purposes set forth in this subtitle.

(g) SALE OF PROPERTY.—Notwithstanding any
other provision of law, if the Administrator of
General Services sells a Job Corps center facil-
ity, the Administrator shall transfer the pro-
ceeds from the sale to the Secretary, who shall
use the proceeds to carry out the Job Corps pro-
gram.

SEC. 349. MANAGEMENT INFORMATION.

(a) FINANCIAL MANAGEMENT INFORMATION
SYSTEM.—

(1) IN GENERAL.—The Secretary shall establish
procedures to ensure that each operator, and
each service provider, maintains a financial
management information system that will pro-
vide—

(A) accurate, complete, and current disclo-
sures of the costs of Job Corps operations; and

(B) sufficient data for the effective evaluation
of activities carried out through the Job Corps
program.

(2) Accounts.—Each operator and service
provider shall maintain funds received under
this subtitle in accounts in a manner that en-
Ssures timely and accurate reporting as reqguired
by the Secretary.

(3) FISCAL RESPONSIBILITY.—Operators shall
remain fiscally responsible and control costs, re-
gardless of whether the funds made available
for Job Corps centers are incrementally in-
creased or decreased between fiscal years.

{b) AUDIT.—

(1) Access.—The Secretary, the Inspector
General of the Department of Labor, the Comp-
troller General of the United States, and any of
their duly authorized representatives, shall have
access to any books, documents, papers, and
records of the operators and service providers
described in subsection (a) that are pertinent to
the Job Corps program, for purposes of con-
ducting surveys, audits, and evaluations of the
operators and service providers.
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(2) SURVEYS, AUDITS, AND EVALUATIONS.—The
Secretary shall survey, audit, or evaluate, or ar-
range for the survey, audit, or evaluation of,
the operator, and service providers, using Fed-
eral auditors or independent public account-
ants. The Secretary shall conduct such surveys,
audits, or evaluations not less often than once
every 3 years.

(¢c) INFORMATION ON CORE PERFORMANCE
MEASURES.—

(1) ESTABLISHMENT,—The Secretary shall with
continuity and consistency from year to year,
establish core performance measures, and ex-
pected performance levels on the performance
measures, for Job Corps centers and the Job
Corps program, relating to—

(A) the number of graduates and the rate of
such graduation, analyzed by type of vocational
training received through the Job Corps program
and by whether the vocational training was
provided by a local or national service provider;

(B) the number of graduates who entered un-
subsidized employment related to the vocational
training received through the Job Corps program
and the number who entered unsubsidized em-
ployment not related to the vocational training
received, analyzed by whether the vocational
training was provided by a local or national
service provider and by whether the placement
in the employment was conducted by a local or
national service provider;

(C) the average wage received by graduates
who entered unsubsidized employment related to
the vocational training received through the Job
Corps program and the average wage received
by graduates who entered unsubsidized employ-
ment unrelated to the vocational training re-
ceived;

(D) the average wage rveceived by graduates
placed in unsubsidized employment after com-
pletion of the Job Corps program—

(i) on the first day of the employment;

(ii) 6 months after the first day of the employ-
ment, and

(iii) 12 months after the first day of the em-
ployment,

analyzed by type of vocational training re-
ceived through the Job Corps program;

(E) the number of graduates who entered un-
subsidized employment and were retained in the
unsubsidized employment—

(i) 6 months after the first day of the employ-
ment,; and

(ii) 12 months after the first day of the em-
ployment;

(F) the number of graduates who entered un-
subsidized employment—

(i) for 32 hours per week or more;

(ii) for not less than 20 but less than 32 hours
per week; and

(iii) for less than 20 hours per week;

(G) the number of graduates who entered
postsecondary education or advanced {raining
programs, including registered apprenticeship
programs, as appropriate; and

(H) the number of graduates who attained job
readiness and employment skills.

(2) PERFORMANCE OF RECRUITERS.—The Sec-
retary shall also establish performance meas-
ures, and erpected performance levels on the
performance measures, for local and national
recruitment service providers serving the Job
Corps program. The performance measures shall
relate to the number of enrollees retained in the
Job Corps program for 30 days and for 60 days
after initial placement in the program.

(3) REPORT.—The Secretary shall collect, and
annually submit a report to the appropriate
committees of Congress containing, information
on the performance of each Job Corps center,
and the core performance measures, as com-
pared to the expected performance level for each
performance measure. The report shall also con-
tain information on the performance of the serv-
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ice providers described in paragraph (2) on the
performance measures established under such
paragraph, as compared to the expected per-
formance levels for the performance measures.

(d) ADDITIONAL INFORMATION.—The Secretary
shall also collect, and submit in the report de-
scribed in subsection (c¢), information on the per-
formance of each Job Corps center, and the Job
Corps program, regarding

(1) the number of enrollees served;

(2) the average level of learning gains for
graduates and former enrollees;

(3) the number of former enrollees and grad-
uates who entered the Armed Forces;

(4) the number of former enrollees who entered
postsecondary education;

(5) the number of former enrollees who entered
unsubsidized employment related to the voca-
tional training received through the Job Corps
program and the number who entered unsub-
sidized employment not related to the vocational
training received;

(6) the number of former enrollees and grad-
uates who obtained a secondary school diploma
or its recognized equivalent;

(7) the number and percentage of dropouts
from the Job Corps program including the num-
ber dismissed under the zero tolerance policy de-
seribed in section 342(b); and

(8) any additional information required by the
Secretary.

(e) METHODS.—The Secretary may, to collect
the information described in subsections (¢) and
(d), use methods described in subtitle A.

(f) PERFORMANCE ASSESSMENTS AND IMPROVE-
MENTS.—

(1) ASSESSMENTS.—The Secretary shall con-
duct an annual assessment of the performance
of each Job Corps center, Based on the assess-
ment, the Secretary shall take measures to con-
tinuously improve the performance of the Job
Corps program.

(2) PERFORMANCE IMPROVEMENT PLANS.—With
respect to a Job Corps center that fails to meet
the expected levels of performance relating to
the core performance measures specified in sub-
section (c), the Secretary shall develop and im-
plement a performance improvement plan. Such
a plan shall require action including—

(A) providing technical assistance to the cen-
ter;

{B) changing the vocational training offered
at the center;

(C) changing the management staff of the cen-
ter;

(D) replacing the operator of the center;

(E) reducing the capacity of the center;

(F) relocating the center; or

(G) closing the center.

(3) ADDITIONAL PERFORMANCE IMPROVEMENT
PLANS.—In addition to the performance improve-
ment plans reguired under paragraph (2), the
Secretary may develop and implement addi-
tional performance improvement plans. Such a
plan shall require improvements, including the
actions described in paragraph (2), for a Job
Corps center that fails to meet criteria estab-
lished by the Secretary other than the erpected
levels of performance described in paragraph
(2).

SEC, 350. GENERAL PROVISIONS.
The Secretary is authorized to—

(1) disseminate, with regard to the provisions
of section 3204 of title 39, United States Code,
data and information in such forms as the Sec-
retary shall determine to be appropriate, to pub-
lic agencies, private organizations, and the gen-
eral public;

(2) subject to section 347(b), collect or com-
promise all obligations to or held by the Sec-
retary and erercise all legal or equitable rights
accruing to the Secretary in connection with the
payment of obligations until such time as such
obligations may be referred to the Attorney Gen-
eral for suit or collection; and
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(3) expend funds made available for purposes
of this subtitle—

(A) for printing and binding, in accordance
with applicable law (including regulation); and

(B) without regard to any other law (includ-
ing regulation), for rent of buildings and space
in buildings and for repair, alteration, and im-
provement of buildings and space in buildings
rented by the Secretary, ercept that the Sec-
retary shall not expend funds under the author-
ity of this subparagraph—

(i) ercept when necessary to obtain an item,
service, or facility, that is required in the proper
administration of this subtitle, and that other-
wise could notl be obtained, or could not be ob-
tained in the quantity or guality needed, or al
the time, in the form, or under the conditions in
which the item, service, or facility is needed;
and

(ii) prior to having given written notification
to the Administrator of General Services (if the
erpenditure would affect an activity that other-
wise would be under the jurisdiction of the Gen-
eral Services Administration) of the intention of
the Secretary to make the erpenditure, and the
reasons and justifications for the erpenditure.
SEC. 351. AUTHORIZATION OF APPROPRIATIONS,
There are authorized to be appropriated to carry
out this subtitle such sums as may be necessary
for each of the fiscal years 1999 through 2004.

Subtitle C—National Programs
SEC. 361. NATIVE AMERICAN PROGRAMS.

(a) PURPOSE AND POLICY.—

(1) PurpPosE.—The purpose of this section is to
support workjforce investment activities and sup-
plemental services for Indian and Native Hawai-
ian individuals in order—

(A) to develop more fully the academic, occu-
pational, and literacy skills of such individuals;

(B) to make such individuals more competitive
in the workforce; and

(C) to promote the economic and social devel-
opment of Indian and Native Hawaiian commu-
nities in accordance with the goals and values
of such communities.

(2) INDIAN POLICY.—All programs assisted
under this section shall be administered in a
manner consistent with the principles of the In-
dian Self-Determination and Education Assist-
ance Act (25 U.S.C. 450 et seq.) and the govern-
ment-to-government relationship between the
Federal Govérnment and Indian tribal govern-
ments.

(b) DEFINITIONS.—In this section:

(1) INDIAN, INDIAN TRIBE, AND TRIBAL ORGANI-
ZATION —The terms “‘Indian’, “‘Indian fribe”,
and ‘'tribal organization' have the meanings
given such terms in subsections (d), (e), and (1),
respectively, of section 4 of the Indian Self-De-
termination and Education Assistance Act (25
U.S.C. 450b).

(2) NATIVE HAWAILAN AND NATIVE HAWAIIAN
ORGANIZATION.—The terms “‘Native Hawaiian”
and “Native Hawaiian organization’' have the
meanings given such terms in paragraphs (1)
and (3), respectively, of section 9212 of the Na-
tive Hawaiian Education Act (20 U.S.C. 7912).

(c) PROGRAMS AUTHORIZED.—

(1) IN GENERAL.—The Secretary shall, on a
competitive basis, make grants to, or enter into
contracts or cooperalive agreements with, In-
dian tribes, tribal organizations, Indian-con-
trolled organizations serving Indians, or Native
Hawaiiun organizations to carry out the au-
thorized activities described in subsection (d).

(2) EXCEPTION.—The competition for grants,
contracts, or cooperative agreements conducted
under paragraph (1) shall be conducted every 2
years, except that if a recipient of such a grant,
contract, or agreement has performed satisfac-
torily, the Secretary may waive the requirements
for such compelition on receipt from the recipi-
ent of a satisfactory 2-year program plan for the
succeeding 2-year period of the grant, contract,
or agreement.
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(d) AUTHORIZED ACTIVITIES.—

(1) IN GENERAL.—Funds made available under
subsection (c) shall be used to carry out the ac-
tivities described in paragraph (2) that—

(A) are consistent with this section: and

(B) are necessary to meet the needs of Indians
or Native Hawaiians preparing to enter, reenter,
or retain unsubsidized employment.

(2) WORKFORCE INVESTMENT ACTIVITIES AND
SUPPLEMENTAL SERVICES.—

(A) IN GENERAL—Funds made available under
subsection (c) shall be used for— v

(i) building a comprehensive facility to be uti-
lized by American Samoans residing in Hawaii
Jor the co-location of federally funded and State
SJunded workforce investment activities;

(ii) comprehensive workforce investment ac-
tivities for Indians or Native Hawaiians; or

(iii) supplemental services for Indian or Native
Hawaitan youth on or near Indian reservations
and in Oklakoma, Alaska, or Hawaii.

(B) SPECIAL RULE.—Notwithstanding any
other provision of this section, individuals who
were eligible to participate in programs under
section 401 of the Job Training Partnership Act
(29 U.5.C. 1671) (as such section was in effect on
the day before the date of enactment of this Act)
shall be eligible to participate in an activity as-
sisted under subparagraph (A)(i).

(e) PROGRAM PLAN.—In order to receive a
grant or enter into a contract or cooperative
agreement under this section an entity described
in subsection (c) shall submit to the Secretary a
program plan that describes a 2-year strategy
for meeting the needs of Indian or Native Ha-
waiian individuals, as appropriate, in the area
served by such entity. Such plan shall—

(1) be consistent with the purpose of this sec-
tion;

(2) identify the population to be served;

(3) identify the education and employment
needs of the population to be served and the
manner in which the activities to be provided
will strengthen the ability of the individuals
served to obtain or retain unsubsidized employ-
ment;

(4) describe the activities to be provided and
the manner in which such activities are to be in-
tegrated with other appropriate activities; and

(5) describe, after the entity submitting the
plan consults with the Secretary, the perform-
ance measures to be used lo assess the perform-
ance of entities in carrying out the activities as-
sisted under this section.

(f) CONSOLIDATION OF FUNDS.—Each entity re-
ceiving assistance under subsection (c) may con-
solidate such assistance with assistance received
from related programs in accordance with the
provisions of the Indian Employment, Training
and Related Services Demonstration Act of 1992
(25 U.S.C. 3401 et seq.).

(g) NONDUPLICATIVE AND NONEXCLUSIVE SERV-
ICES.—Nothing in this section shall be con-
strued—

(1) to limit the eligibility of any entity de-
seribed in subsection (c) to participate in any
activity offered by a State or local entity under
this Act; or

(2) to preclude or discourage any agreement,
between any entity described in subsection (c)
and any State or local entity, to facilitate the
provision of services by such entity or to the
population served by such entity.

(h) ADMINISTRATIVE PROVISIONS,—

(1) ORGANIZATIONAL UNIT ESTABLISHED.—The
Secretary shall designate a single organizational
unit within the Department of Labor that shall
have primary responsibility for the administra-
tion of the activities authorized under this sec-
tion.

(2) REGULATIONS.—The Secretary shall con-
sult with the entities described in subsection (c)
in—

(A) establishing regulations to carry out this
section, including performance measures for en-
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tities receiving assistance under such sub-
section, taking into account the economic cir-
cumstances of such entities; and

(B) developing a funding distribution plan
that takes into consideration previous levels of
Junding (prior to the date of enactment of this
Act) to such entities.

(3) WAIVERS.—

(A) IN GENERAL.—With respect to an entity de-
seribed in subsection (c), the Secretary, notwith-
standing any other provision of law, may, pur-
suant to a request submitted by such entity that
meets the requirements established under para-
graph (2), waive any of the statutory or regu-
latory requirements of this title that arve incon-
sistent with the specific needs of the entities de-
seribed in such subsection, except that the Sec-
retary may not waive reguirements relating to
wage and labor standards, worker rights, par-
ticipation and protection of participants, griev-
ance procedures, and judicial review.

(B) REQUEST AND APPROVAL.—An entity de-
scribed in subsection (¢) that regquests a waiver
under subparagraph (A) shall submit a plan to
the Secretary to improve the program of work-
Jorce investment activities carried out by the en-
tity, which plan shall meet the requirements es-
tablished by the Secretary and shall be gen-
erally consistent with the requirements of sec-
tion 379(1)(4)(B).

(4) ADVISORY COUNCIL.—

(A) IN GENERAL.—Using funds made available
to carry out this section, the Secretary shall es-
tablish a Native American Employment and
Training Council to facilitate the consultation
described in paragraph (2).

(B) CoMPOSITION.—The Council shall be com-
posed of individuals, appointed by the Sec-
retary, who are representatives of the entities
described in subsection (c).

(C) Duties.—The Council shall advise the
Secretary on all aspects of the operation and
administration of the programs assisted under
this section, including the selection of the indi-
vidual appointed as the head of the unit estab-
lished under paragraph (1).

(D) PERSONNEL MATTERS.—

(i) COMPENSATION OF MEMBERS.—Members of
the Council shall serve without compensation.

(ii) TRAVEL EXPENSES.—The members of the
Council shall be allowed travel erpenses, includ-
ing per diem in lieu of subsistence, at rates au-
thorized for employees of agencies under sub-
chapter I of chapter 57 of title 5, United States
Code, while away from their homes or regular
places of business in the performance of services
for the Council.

(iii) ADMINISTRATIVE SUPPORT.—The Secretary
shall provide the Council with such administra-
tive support as may be necessary to perform the
functions of the Council.

(E) CHAIRPERSON.—The Council shall select a
chairperson from among its members,

(F) MEETINGS.—The Council shall meet not
less than twice each year.

(G) APPLICATION.—Seclion 14 of the Federal
Advisory Committee Act (5 U.S.C. App.) shall
not apply to the Council.

(5) TECHNICAL ASSISTANCE.—The Secretary,
acting through the unit established under para-
graph (1), is authorized to provide technical as-
sistance to entities described in subsection (c)
that receive assistance under subsection (c) to
enable such entities to improve the activities au-
thorized under this section that are provided by
such entities.

SEC. 362. MIGRANT AND SEASONAL FARMWORKER
PROGRAMS.

(a) IN GENERAL.—Every 2 years, the Secretary
shall, on a competitive basis, make grants to, or
enter into contracts with, eligible entities to
carry out the activities described in subsection
(d).
(b) ELIGIBLE ENTITIES.—To be eligible to re-
ceive a grant or enter into a contract under this
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section, an entity shall have an understanding
of the problems of eligible migrant and seasonal
farmworkers (including dependents), a famili-
arity with the area to be served, and the ability
to demonstrate a capacity to administer effec-
tively a diversified program of workforce invest-
ment activities (including youth activities) and
related assistance for eligible migrant and sea-
sonal farmworkers.

(¢) PROGRAM PLAN.—

(1) IN GENERAL.—To be eligible to receive a
grant or enter into a contract under this section,
an entity described in subseclion (b) shall sub-
mit to the Secretary a plan that describes a 2-
year strategy for meeting the needs of eligible
migrant and seasonal farmworkers in the area
to be served by such entity.

(2) ADMINISTRATION —Grants and contracts
awarded under this section shall be centrally
administered by the Department of Labor and
competitively awarded by the Secretary using
procedures consistent with standard Federal
Government competitive procurement policies.

(3) COMPETITION.—

(A) IN GENERAL.—The competition for grants
made and contracts entered into under this sec-
tion shall be conducted every 2 years.

(B) EXCEPTION.—Notwithstanding subpara-
graph (A), if a recipient of such a grant or con-
tract has performed satisfactorily under the
terms of the grant agreement or contract, the
Secretary may waive the requirement for such
competition for such recipient upon receipt from
the recipient of a satisfactory 2-year plan de-
seribed in paragraph (1) for the succeeding 2-
year grant or contract period.

(4) CONTENTS.—Such plan shall—

(A) identify the education and employment
needs of the eligible migrant and seasonal farm-
workers to be served and the manner in which
the workforce investment activities (including
youth activities) to be carried out will strength-
en the ability of the eligible migrant and sea-
sonal farmworkers to obtain or retain unsub-
sidized employment or stabilize their unsub-
sidized employment;

(B) describe the related assistance, including
supportive services, to be provided and the man-
ner in which such assistance and services are to
be integrated and coordinated with other appro-
priate services; and

(C) describe, after consultation with the Sec-
retary, the performance measures to be used to
assess the performance of such entity in car-
rying out the activities assisted under this sec-
tion.

(d) AUTHORIZED ACTIVITIES.—Funds made
available under this section shall be used to
carry out workforce investment activities (in-
cluding youth activities) and provide related as-
sistance for eligible migrant and seasonal farm-
workers, which may include employment, train-
ing, educational assistance, literacy assistance,
an English language program, worker safety
training, supportive services, dropout preven-
tion activities, follow-up services for those indi-
viduals placed in employment, self-employment
and related business enterprise development
education as needed by eligible migrant and sea-
sonal farmworkers and identified pursuant to
the plan required by subsection (c), and tech-
nical assistance relating to capacity enhance-
ment in such areas as management information
technology.

(e) CONSULTATION WITH GOVERNORS AND
LOCAL PARTNERSHIPS.—In making grants and
entering into contracts under this section, the
Secretary shall consult with the Governors and
local partnerships of the States in which the eli-
gible entities will carry out the activities de-
scribed in subsection (d).

(f) REGULATIONS.—The Secretary shall consult
with eligible migrant and seasonal farmworkers
groups and States in establishing regulations to
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carry out this section, including performance
measures for eligible entities that take into ac-
count the economic circumstances and demo-
graphics of eligible migrant and seasonal farm-
workers.

(g) DEFINITIONS.—In this section:

(1) DISADVANTAGED.—The term ‘‘disadvan-
taged'', used with respect to a farmworker,
means a farmworker whose income, for 12 con-
secutive months out of the 24 months prior to
application for the program involved, does not
exceed the higher of—

(A) the poverty line (as defined in section
334(a)(2(B)) for an equivalent period; or

(B) 70 percent of the lower living standard in-
come level, for an equivalent period.

(2) ELIGIBLE MIGRANT AND SEASONAL FARM-
WORKERS.—The term “‘eligible migrant and sea-
sonal farmworkers' means individuals who are
eligible migrant farmworkers or are eligible sea-
sonal farmworkers.

(3) ELIGIBLE MIGRANT FARMWORKER.—The
term “‘eligible migrant farmworker'’ means—

(A) an eligible seasonal farmworker described
in paragraph (4)(A) whose agricultural labor re-
guires travel to a job site such that the farm-
worker is unable to return to a permanent place
of residence within the same day; and

(B) a dependent of the farmworker described
in subparagraph (A).

(4) ELIGIBLE SEASONAL FARMWORKER.—The
term *‘eligible seasonal farmworker’' means—

(A) a disadvantaged person who, for 12 con-
secutive months out of the 24 months prior to
application for the program involved, has been
primarily employed in agricultural labor that is
characterized by chronic unemployment or
underemployment; and

(B) a dependent of the person described in
subparagraph (A).

SEC. 363. VETERANS' WORKFORCE INVESTMENT
PROGRAMS.

(a) AUTHORIZATION.—

(1) IN GENERAL.—The Secretary shall conduct,
directly or through grants or contracts, pro-
grams to meet the needs for workforce invest-
ment activities of veterans with service-con-
nected disabilities, veterans who have signifi-
cant barviers to employment, veterans who
served on active duty in the armed forces during
a war or in a campaign or expedition for which
a campaign badge has been authorized, and re-
cently separated veterans.

(2) CONDUCT OF PROGRAMS.—Programs sup-
ported under this section may be conducted
through grants and contracts with public agen-
cies and private nonprofit organizations, includ-
ing recipients of Federal assistance under other
provisions of this title, that the Secretary deter-
mines have an understanding of the unemploy-
ment problems of veterans described in para-
graph (1), familiarity with the area to be served,
and the capability to administer effectively a
program of workforce investment activities for
such veterans.

(3) REQUIRED ACTIVITIES.—Programs
ported under this section shall include—

(A) activities to enhance services provided to
veterans by other providers of workforce invest-
ment activities funded by Federal, State, or
local government;

(B) activities to provide workforce investment
activities to such veterans that are not ade-
quately provided by other public providers of
workforce investment activities; and

(C) outreach and public information activities
to develop and promote marimum job and job
training opportunities for such veterans and to
inform such velerans about employment, job
training, on-the-job training and educational
opportunities under this title, under title 38,
United States Code, and under other provisions
of law, which activities shall be coordinated
with activities provided through the one-stop
customer service centers.

Sup-
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(b) ADMINISTRATION OF PROGRAMS.—

(1) IN GENERAL.—The Secretary shall admin-
ister programs supported under this section
through the Assistant Secretary for Veterans'
Employment and Training.

(2) ADDITIONAL RESPONSIBILITIES.—In car-
rying out responsibilities under this section, the
Assistant Secrelary for Veterans' Employment
and Training shall—

(A) be responsible for the awarding of grants
and contracts and the distribution of funds
under this section and for the establishment of
appropriate fiscal controls, accountability, and
program performance measures for recipients of
grants and contracts under this section; and

(B) consult wilth the Secretary of Veterans Af-
fairs and take steps to ensure that programs
supported under this section are coordinated, to
the marimum extent feasible, with related pro-
grams and activities conducted under title 38,
United States Code, including programs and ac-
tivities conducted under subchapter II of chap-
ter 77 of such title, chapters 30, 31, 32, and 34 of
such title, and sections 1712A, 17204, 3687, and
4103A of such title.

SEC. 364. YOUTH OPPORTUNITY GRANTS.

(a) GRANTS.—

(1) IN GENERAL.—Using funds made available
under section 302(b)(3)(A), the Secretary shall
make grants to eligible local partnerships and
eligible entities described in subsection (d) to
provide activities described in subsection (b) for
youth to increase the long-term employment of
eligible youth who live in empowerment zones,
enterprise communities, and high poverty areas
and who seek assistance.

(2) GRANT PERIOD.—The Secretary may make
@ grant under this section for a Il-year period,
and may renew the grant for each of the 4 suc-
ceeding years.

(3) GRANT AWARDS.—In making grants under
this section, the Secretary shall ensure that
grants are distributed eguitably among local
partnerships and entities serving urban areas
and local partnerships and entities serving rural
areas, tuking into consideration the poverty rate
in such wrban and rural areas, as described in
subsection (c)(3)(B).

(b) USE OF FUNDS.—

(1) IN GENERAL.—A local partnership or entity
that receives a grant under this section shall use
the funds made available through the grant lo
provide activities that meet the requirements of
section 316, except as provided in paragraph (2),
as well as youth development uctivities such as
activities relating to leadership development,
citizenship, and community service, and recre-
ation activities.

(2) INTENSIVE PLACEMENT AND FOLLOWUP
SERVICES.—In providing activities under this
section, a local partnership or entity shall pro-
vide—

(A) intensive placement services; and

(B) followup services for not less than 24
months after the completion of participation in
the other activities described in this subsection,
as appropriate.

(¢) ELIGIBLE LOCAL PARTNERSHIPS.—To be eli-
gible to receive a grant under this section, a
local partnership shall serve a community
that—

(1) has been designated as an empowerment
zone or enterprise community under section 1391
of the Internal Revenue Code of 1986;

(2)(A) is a State without a zone or community
described in paragraph (1); and

(B) has been designated as a high poverty
area by the Governor of the State; or

(3) is 1 of 2 areas in a State that—

(A) have been designated by the Governor as
areas for which a local partnership may apply
for a grant under this section; and

(B) meet the poverty rate criteria set forth in
subsections (a)(4), (b), and (d) of section 1392 of
the Internal Revenue Code of 1986,
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(d) ELIGIBLE ENTITIES.—To be eligible to re-
ceive a grant under this section, an entity (other
than a local partnership) shall—

(1) be a recipient of financial assistance under
section 361; and

(2) serve a community that—

(A) meets the poverty rate criteria set forth in
subsections (a)(4), (b), and (d) of section 1392 of
the Internal Revenue Code of 1986, and

(B) is located on an Indian reservation.

(e) AppLICATION.—To be eligible to receive a
grant under this section, a local partnership or
entity shall submit an application to the Sec-
retary at such time, in such manner, and con-
taining such information as the Secretary may
require, including—

(1) a description of the activities that the local
partnership or entily will provide under this
section to youth in the community described in
subsection (c);

(2) a description of the performance measures
negotiated under subsection (f), and the manner
in which the local partnerships or entities will
carry out the activities to meetl the performance
measures;

(3) a description of the manner in which the
activities will be linked to activities described in
section 316; and

(4) a description of the community support,
including financial support through leveraging
additional public and private resources, for the
activities.

(f) PERFORMANCE MEASURES.—

(1) IN GENERAL.—The Secretary shall nego-
tiate and reach agreement with the local part-
nership or entity on performance measures for
the indicators of performance referred to in
paragraphs (2) and (3) of section 321(b) that will
be used to evaluate the performance of the local
partnership or entity in carrying out the activi-
ties described in subsection (b). Each local per-
Jormance measure shall consist of such a indi-
cator of performance, and a performance level
referred to in paragraph (2).

(2) PERFORMANCE LEVELS.—The Secretary
shall negotiate and reach agreement with the
local partnership or entity regarding the levels
of performance expected to be achieved by the
local partnership or entity on the indicators of
performance.

(g) ROLE MODEL ACADEMY PROJECT.—

(1) IN GENERAL.—Using the funds made avail-
able pursuant to section 302(b)(3)(A)iv) for fis-
cal year 1999, the Secretary shall provide assist-
ance to an entity to carry out a project estab-
lishing a role model academy for oul-of-school
youth.

(2) RESIDENTIAL CENTER.—The entity shall use
the assistance to establish an academy that con-
sists of a residential center located on the site of
a military installation closed or realigned pursu-
ant to a law providing for closures and realign-
ments of such installations.

(3) SERVICES.—The academy established pur-
suant to this subsection shall provide services
that—

(A) utilize a military style model that empha-
sizes leadership skills and discipline, or another
model of demonstrated effectiveness; and

(B) include vocational training, secondary
school course work leading to a secondary
school diploma or recognized eguivalent, and
the use of mentors who serve as role models and
who provide academic training and career coun-
seling to the youth.

SEC. 365. INCENTIVE GRANTS.

(a) IN GENERAL—Effective July 1, 2000, the
Secretary may make grants to States that erceed
the expected levels of performance for perform-
ance measures established under this Act.

(b) USE OF FUNDS.—A State that receives an
incentive grant under this section shall use the
Junds made available through the grant to carry
out innovative vocational education, adult edu-
cation and literacy, or workforce investment ac-
tivity programs, as determined by the State.
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(¢) INCENTIVE GRANT REGULATIONS.—The Sec-
retary of Labor and the Secretary of Education
shall jointly promulgate 1 set of regulations for
incentive grants under sections 116 and 243 and
this section.

SEC. 366. TECHNICAL ASSISTANCE.

(@) TRANSITION ASSISTANCE.—The Secretary
shall provide technical assistance to assist
States in making transitions from carrying out
activities under provisions described in section
391 to carrying oul activities under this title.

(b) PERFORMANCE IMPROVEMENT.—

(1) GENERAL ASSISTANCE.—

(A) AUTHORITY.—The Secretary—

(i) shall provide technical assistance to States
who fail to meet s or more of the State perform-
ance measures for a program year; and

(ii) may provide technical assistance to other
States, local areas, and recipients of financial
assistance under any of sections 361 through 364
to promote the continuous improvement of the
programs and activities authorized under this
title.

(B) FORM OF ASSISTANCE.—In carrying out
this paragraph on behalf of a State, or recipient
of financial assistance under any of sections 361
through 364, the Secretary, after consultation
with the State or grant recipient, may award
grants and enter into contracts and cooperative
agreements.

(C) LIMITATION.—Grants or contracts awarded
under this paragraph that are for amounts in
ercess of 350,000 shall only be awarded on a
competitive basis.

(2) DISLOCATED WORKER TECHNICAL ASSIST-
ANCE.—

(A) AUTHORITY.—Of the amounts available
pursuant to section 302(a)(2), the Secretary shall
reserve not more than 5 percent of such amounts
to provide technical assistance to States that do
not meet the State performance measures de-
scribed in section 321(b) with respect to employ-
ment and training activities for dislocated work-
ers. Using such reserved funds, the Secretary
may provide such assistance to other States,
local areas, business and labor organizations,
and other entities involved in providing assist-
ance to dislocated workers, to promote the con-
tinuous improvement of assistance provided to
dislocated workers, under this title.

(B) TRAINING.—Amounts reserved under this
paragraph may be used to provide for the train-
ing of staff, including specialists, who provide
rapid response services. Such training shall in-
clude instruction in proven methods of pro-
moting, establishing, and assisting labor-man-
agement committees. Such projects shall be ad-
ministered through the dislocated worker office
described in section 369(b).

SEC. 367. DEMONSTRATION, PILOT, MULTI-
SERVICE, RESEARCH, AND
MULTISTATE PROJECTS.

(a) STRATEGIC PLAN,—

(1) IN GENERAL—After consultalion with
States, localities, and other interested parties,
the Secretary shall, every 2 years, publish in the
Federal Register, a plan that describes the dem-
onstration and pilot (including dislocated work-
er demonstration and pilot), multiservice, re-
search, and multistate project priorities of the
Department of Labor concerning employment
and training for the 5-year period following the
submission of the plan. Copies of the plan shall
be transmitted to the appropriate committees of
Congress.

(2) LimiTaTiON.—With respect to a plan pub-
lished under paragraph (1), the Secretary shall
ensure that research projects (referred to in sub-
section (d)) are considered for incorporation
into the plan only after projects referred to in
subsections (b), (¢), and (e) have been consid-
ered and incorporated into the plan, and are
Junded only as funds remain to permit the fund-
ing of such research projects.
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{3) FAcTORS.—The plan published under
paragraph (1) shall contain strategies to address
national employment and training problems and
take into account factors such as—

(A) the availability of existing research (as of
the date of the publication);

(B) the need to ensure results that have inter-
state validity,;

(C) the benefits of economies of scale and the
efficiency of proposed projects; and

(D) the likelihood that the results of the
projects will be wuseful to policymakers and
stakeholders in addressing employment and
training problems.

(b) DEMONSTRATION AND PILOT PROJECTS.—

(1) IN GENERAL—Under a plan published
under subsection (a), the Secretary shall,
through grants or contracts, carry out dem-
onstration and pilot projects for the purpose of
developing and implementing technigues and
approaches, and demonstrating the effectiveness
of specialized methods, in addressing employ-
ment and training needs. Such projects shall in-
clude the provision of direct services to individ-
uals to enhance employment opportunities and
an evaluation component.

(2) LIMITATIONS,—

(A) COMPETITIVE AWARDS.—Grants or con-
tracts awarded for carrying out demonstration
and pilot projects under this subsection shall be
awarded only on a competitive basis, except that
a noncompetitive award may be made in the
case of a project that is funded jointly with
other public or private sector entities that pro-
vide a substantial portion of the funding for the
project.

(B) ELIGIBLE ENTITIES.—Grants or contracts
may be awarded under this subsection only to—

(i) entities with recognized expertise in—

(I) conducting national demonstration
projects;

(1) wutilizing state-of-the-art demonstration
methods; and

(111} conducting evaluations of employment
and training projects; or

(ii) State and local entities with erpertise in
operating or overseeing employment and train-
ing programs.

(C) TIME LIMITS.—The Secretary shall estab-
lish appropriate time limits for carrying out
demonstration and pilot projects under this sub-
section.

(¢) MULTISERVICE PROJECTS.—

(1) IN GENERAL.—Under a plan published
under subsection (a), the Secretary shall,
through grants or contracts, carry oul multi-
service projects—

(A) that will test an array of approaches to
the provision of employment and training serv-
ices to a variety of targeted populations;

(B) in which the entity carrying out the
profect, in conjunction with employers, orga-
nized labor, and other groups such as the dis-
ability community, will design, develop, and test
various training approaches in order to deter-
mine effective practices; and

(C) that will assist in the development and
replication of effective service delivery strategies
for targeted populations for the national em-
ployment and training system as a whole.

(2) LIMITATIONS.—

(A) COMPETITIVE AWARDS.—Grants or con-
tracts awarded for carrying out multiservice
projects under this subsection shall be awarded
only on a competitive basis.

(B) TIME LIMITS.—A grant or contract shall
not be awarded under this subsection to the
same organization for more than 3 consecutive
years unless such grant or contract is competi-
tively reevaluated within such period.

(d) RESEARCH.—

(1) IN GENERAL—Under a plan published
under subsection (a), the Secretary shall,
through grants or contracts, carry out research
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projects that will contribute to the solution of
employment and training problems in the United
States.

(2) FORMULA IMPROVEMENT STUDY AND RE-
PORT.—

(A4) STUuDY.—The Secretary shall conduct a 2-
year study concerning improvements in the for-
mulas described in section 302(b)(1}(B) and
paragraphs (3(A) and (4)(A) of section 306(b)
(regarding distributing funds under subtitle A to
States and local areas for adult employment and
training activities). In conducting the study, the
Secretary shall eramine means of improving the
formulas by—

(i) developing formulas based on statistically
reliable data;

(ii) developing formulas that are consistent
with the goals and objectives of this title; and

(iii) developing formulas based on organiza-
tional and financial stability of statewide part-
nerships and local parinerships.

(B) REPORT.—The Secretary shall prepare and
submit to Congress a report containing the re-
sults of the study, including recommendations
Jor improved formulas.

(3) LIMITATIONS.—

(A) COMPETITIVE AWARDS.—Grants or con-
tracts awarded for carrying out research
projects under this subsection in amounts that
erceed $50,000 shall be awarded only on a com-
petitive basis, ercept that a noncompetitive
award may be made in the case of a project that
is funded jointly with other public or private
sector entities that provide a substantial portion
of the funding for the project.

(B) ELIGIBLE ENTITIES.—Grants or contracts
shall be awarded under this subsection only to
entities with nationally recognized expertise in
the methods, technigues, and knowledge of the
social sciences.

(C) TiME LiMiTs.—The Secretary shall estab-
lish appropriate time limits for the duration of
research projects funded under this subsection.

(e) MULTISTATE PROJECTS.—

(1) IN GENERAL.—

(A) AUTHORITY.—Under a plan published
under subsection (a), the Secrelary may,
through grants or contracts, carry out
multistale projects that require demonstrated ex-
pertise that is available at the national level to
effectively disseminate best practices and models
for implementing employment and training serv-
ices, address the specialized employment and
training needs of particular service populations,
or address industrywide skill shortages.

{B) DESIGN OF GRANTS.—Grants or contracts
awarded under this subsection shall be designed
to obtain information relating to the provision
of services under different economic conditions
or to various demographic groups in order to
provide guidance at the national and State lev-
els about how best to administer specific employ-
ment and training services. v

(2) LIMITATIONS. —

(4) COMPETITIVE AWARDS—Grants or con-
tracts awarded for carrying out multistate
projects under this subsection shall be awarded
only on a competitive basis.

(B) TIME LIMITS.—A grant or contract shall
not be awarded under this subsection to the
same organization for more than 3 consecutive
years unless such grant or contract is competi-
tively reevaluated within such period.

(f) DISLOCATED WORKER PROJECTS.—Of the
amount made available pursuant to section
302(a)(2 A) for any program year, the Secretary
shall use not more than 10 percent of such
amount to carry out demonstration and pilot
projects, multiservice projects, and multistate
projects, relating to the employment and train-
ing needs of dislocated workers. Of the require-
ments of this section, such projects shall be sub-
ject only to the provisions relating to review and
evaluation of applications under subsection (g).
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Such projects may include demonstration and
pilot projects relating to promoting self-employ-
ment, promoting job creation, averting disloca-
tions, assisting dislocated farmers, assisting dis-
located fishermen, and promoting public works.
Such projects shall be administered through the
dislocated worker office described in section
369(b).

(g) PEER REVIEW.—The Secretary shall utilize
@ peer review process lo—

(1) review and evaluate all applications for
grants and contracts in amounts that erceed
3100,000 that are submitled under this section;
and

(2) review and designate eremplary and prom-
ising programs under this section.

SEC. 368. EVALUATIONS.

(1) PROGRAMS AND ACTIVITIES CARRIED OUT
UNDER THIS TITLE—For the purpose of improv-
ing the management and effectiveness of pro-
grams and activities carried out under this title,
the Secretary shall provide for the continuing
evaluation of the programs and activities. Such
evaluations shall address—

(1) the general effectiveness of such programs
and activities in relation to their cost;

(2) the effectiveness of the performance meas-
ures relating to such programs and activities;

(3) the effectiveness of the structure and
mechanisms for delivery of services through
such programs and activities;

(4) the impact of the programs and activities
on the community and participants involved;

(5) the impact of such programs and activities
on related programs and activities;

(6) the extent to which such programs and ac-
tivities meet the needs of various demographic
groups; and

(7) such other factors as may be appropriate.

(b) OTHER PROGRAMS AND ACTIVITIES.—The
Secretary may conduct evaluations of other fed-
erally funded employment-related programs and
activities, including programs and activities ad-
ministered under—

(1) the Wagner-Peyser Act (29 U.S.C. 49 et
seq.);

(2) the Older Americans Act of 1965 (42 U.S.C.
3001 et seq.);

(3) chapter 2 of title Il of the Trade Act of
1974 (19 U.8.C. 2271 et seq.); and

(4) State unemployment compensation laws (in
accordance with applicable Federal law).

(¢)  TECHNIQUES—Evaluations  conducted
under this section shall utilize appropriate
methodology and research designs, including
the use of control groups chosen by scientific
random assignment wmethodologies. The Sec-
retary shall conduct as least 1 multisite control
group evaluation under this section by the end
of fiscal year 2004.

(d) REPORTS.—The entity carrying out an
evaluation described in subsection (a) or (b)
shall prepare and submit to the Secretary a
draft report and a final report containing the
results of the evaluation.

(e) REPORTS TO CONGRESS.—Not later than 30
days after the completion of such a draft report,
the Secretary shall transmit the draft report to
the appropriate committees of Congress. Not
later than 60 days after the completion of such
a final report, the Secretary shall transmit the
final report to the appropriate committees of
Congress.

(f) COORDINATION.—The Secretary shall en-
sure the coordination of evaluations carried out
by States pursuant to section 321(e) with the
evaluations carried out under this section.

SEC. 369. NATIONAL EMERGENCY GRANTS.

(a) IN GENERAL.—The Secretary is authorized
to award national emergency grants in a timely
manner—

(1) to an entity described in subsection (c) to
provide employment and training assistance to
workers affected by major economic dislocations,
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such as plant closures, mass layoffs, or closures
and realignments of military installations;

(2) to provide assistance to the Governor of
any State within the boundaries of which is an
area that has suffered an emergency or a major
disaster as defined in paragraphs (1) and (2), re-
spectively, of section 102 of The Robert T. Staf-
Jord Disaster Relief and Emergency Assistance
Act (42 U.8.C. 5122 (1) and (2)) (referred to in
this section as the ‘‘disaster area'’) to provide
disaster relief employment in the area; and

(3) to provide additional assistance to a State
or local partnership for eligible dislocated work-
ers in a case in which the State or local partner-
ship has expended the funds provided under
this section to carry out activities described in
paragraphs (1) and (2) and can demonstrate the
need for additional funds to provide appropriate
services for such workers, in accordance with
requirements prescribed by the Secretary.

(b) ADMINISTRATION.—The Secretary shall
designate a dislocated worker office to coordi-
nate the functions of the Secretary under this
title relating to employment and training activi-
ties for dislocated workers, including activities
carried out wunder the national emergency
grants.

(¢) EMPLOYMENT AND TRAINING ASSISTANCE
REQUIREMENTS.—

(1) GRANT RECIPIENT ELIGIBILITY.—

(A) APPLICATION.—To be eligible to receive a
grant under subsection (a)(1), an entity shall
submit an application to the Secretary at such
time, in such manner, and containing such in-
Jormation as the Secretary may require.

(B) ELIGIBLE ENTITY.—In this paragraph, the
term “‘entity’’ means a State, a local partner-
ship, an entity described in section 36i(c), an
employer or employer association, a labor orga-
nization, and an entity determined to be eligible
by the Governor of the State involved.

(2) PARTICIPANT ELIGIBILITY.—

(A) IN GENERAL.—In order to be eligible to re-
ceive employment and training assistance under
a national emergency grant awarded pursuant
to subsection (a)(1), an individual shall be—

(i) a dislocated worker;

(ii) a civilian employee of the Department of
Defense employed at a military installation that
is being closed, or that will undergo realign-
ment, within the nexrt 24 months after the date
of the determination of eligibility,;

(iii) an individual who is employed in a non-
managerial position with a Department of De-
Jense contractor, who is determined by the Sec-
retary of Defense to be at-risk of termination
Jrom employment as a result of reductions in de-
fense erpenditures, and whose employer is con-
verting operations from defense to nondefense
applications in order -to prevent worker layoffs;
or

(iv) a member of the Armed Forces who—

(1) was on active duty or full-time National
Guard duty;

(I)(aa) is involuntarily separated (as defined
in section 1141 of title 10, United States Code)
fram active duty or full-time National Guard
duty; or

(bb) is separated from active duty or full-time
National Guard duty pursuant to a special sep-
aration benefits program under section 1174a of
title 10, United States Code, or the voluntary
separation incentive program under section 1175
of that title;

(I11) is not entitled to retired or retained pay
incident to the separation described in subclause
(11); and

{1V) applies for such employment and training
assistance before the end of the 180-day period
beginning on the date of that separation.

(B) RETRAINING ASSISTANCE.—The individuals
described in subparagraph (A)(iii) shall be eligi-
ble for retraining assistance to upgrade skills by
obtaining marketable skills needed to support
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the conversion described in subparagraph
(A)(iti).

(C) ADDITIONAL REQUIREMENTS.—The Sec-
retary shall establish and publish additional re-
quirements related to eligibility for employment
and training assistance under the national
emergency grants to ensure effective use of the
Sfunds available for this purpose.

(D) DEFINITIONS.—In this paragraph, the
terms ‘military institution’ and ‘realignment’
have the meanings given the terms in section
2910 of the Defense Base Closure and Realign-
ment Act of 1990 (Public Law 101-510; 10 U.S.C.
2687 note).

(d) DISASTER RELIEF EMPLOYMENT ASSISTANCE
REQUIREMENTS.—

(1) IN GENERAL.—Funds made available under
subsection (a)(2)—

(A) shall be used to provide disaster relief em-
ployment on projects that provide food, cloth-
ing, shelter, and other humanitarian assistance
for disaster victims, and projects regarding dem-
olition, cleaning, repair, renovation, and recon-
struction of damaged and destroyed structures,
Jacilities, and lands located within the disaster
area;

(B) may be expended through public and pri-
vate agencies and organizations engaged in
such projects; and

(C) may be erpended to provide the services
authorized under section 315(c).

(2) ELIGIBILITY.—An individual shall be eligi-
ble to be offered disaster relief employment
under subsection (a)(2) if such individual is a
dislocated worker, is a long-term unemployed
individual, or is temporarily or permanently laid
off as a conseguence of the disaster,

(3) LIMITATIONS ON DISASTER RELIEF EMPLOY-
MENT.—No individual shall be employed under
subsection (a)(2) for more than 6 months for
work related to recovery from a single natural
disaster.

SEC. 370. AUTHORIZATION OF APPROPRIATIONS.

(@) IN GENERAL,—

(1) NATIVE AMERICAN PROGRAMS; MIGRANT AND
SEASONAL FARMWORKER PROGRAMS; VETERANS'
EMPLOYMENT PROGRAMS.—Subject to subsection
(b)(1), there are authorized to be appropriated
to carry out sections 361 through 363 such sums
as may be necessary for each of the fiscal years
1999 through 2004.

(2) INCENTIVE GRANTS; TECHNICAL ASSISTANCE;
DEMONSTRATION AND PILOT PROJECTS; EVALUA-
TIONS—Subject to subsection (b)(2), there are
authorized to be appropriated to carry out sec-
tions 365 through 368, such sums as may be nec-
essary for each of fiscal years 1999 through 2004.

(b) RESERVATIONS.—

(1) NATIVE AMERICAN PROGRAMS; MIGRANT AND
SEASONAL FARMWORKER PROGRAMS; VETERANS'
EMPLOYMENT PROGRAMS.—Of the amount appro-
priated under subsection (a)(1) for a fiscal year,
the Secretary shall—

(A) reserve not less than $55,000,000 for car-
rying out section 361;

(B) reserve not less than $70,000,000 for car-
Tying out section 362; and

(C) reserve not less than §7.300,000 for car-
rying out section 363.

(2) INCENTIVE GRANTS; TECHNICAL ASSISTANCE;
DEMONSTRATION AND PILOT PROJECTS, EVALUA-
TIONS.—Of the amount appropriated under sub-
section (a)2) for a fiscal year, the Secretary
shall—

{A)i) for fiscal year 1999, reserve no funds for
carrying out section 365; and

{ii) for each of fiscal years 2000 through 2004,
reserve 36.8 percent for carrying out section 365;

(B)(i) for fiscal year 1999, reserve 61.8 percent
for carrying out section 366 (other than section
366(b)(2)); and

(ii) for each of fiscal years 2000 through 2004,
reserve 25 percent for carrying out section 366
(other than section 366(b)(2));
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(C) reserve 24.2 percent of a carrying oul sec-
tion 367 (other than 367(f)); and

(D) reserve 14 percent for carrying out section
368.

Subtitle D—Administration
SEC. 371. REQUIREMENTS AND RESTRICTIONS.

(a) BENEFITS.—

(1) WAGES.—

{A) IN GENERAL.—Individuals in on-the-job
training or individuals employed in programs
and activities carried out under this title shall
be compensated al the same rates, including
periodic increases, as trainees or employees who
are similarly situated in similar occupations by
the sume employer and who have similar skills.
Such rates shall be in accordance with applica-
ble law, but in no event less than the higher of
the rate specified in section 6(a)(1) of the Fair
Labor Standards Act of 1938 (29 U.S.C.
206(a)(1)) or the applicable State or local min-
tmum wage law.

(B) CONSTRUCTION.—The reference in sub-
paragraph (A) to section 6(a)(1) of the Fair
Labor Standards Act of 1936—

(i) shall be deemed to be a reference to section
6(c) of that Act (29 U.S8.C. 206(c)) for individuals
in the Commonwealth of Puerio Rico;

(ii) shall be deemed to be a reference to section
6(a)(3) (29 U.S.C. 206(a)(3)) of that Act for indi-
viduals in American Samoa; and

(iii) shall not be applicable for individuals in
other territorial jurisdictions in which section 6
of the Fair Labor Standards Act of 1938 (29
U.S.C. 206) does not apply.

(2) TREATMENT OF ALLOWANCES, EARNINGS,
AND PAYMENTS.—Allowances, earnings, and
payments to individuals participating in pro-
grams and activities carried out under this title
shall not be considered to be income for the pur-
poses of determining eligibility for, and the
amount of income transfer and in-kind aid fur-
nished under, any Federal or federally assisted
program based on need, other than as provided
under the Social Security Act (42 U.S.C. 301 et
seq.).

(b) LABOR STANDARDS.—

(1) DISPLACEMENT . —

(A) PROHIBITION —A participant in a program
or activity authorized under this title (referred
to in this subsection as a “‘specified activity')
shall not displace (including a partial displace-
ment, such as a reduction in the hours of non-
overtime work, wages, or employment benefils)
any currently employed employee (as of the date
of the participation).

(B) PROHIBITION ON IMPAIRMENT OF CON-
TRACTS.—A specified activity shall nol impair
an eristing contract for services or collective
bargaining agreement, and no such activity that
would be inconsistent with the terms of a collec-
tive bargaining agreement shall be undertaken
without the written concurrence of the labor or-
ganization and employer concerned.

(2) OTHER PROHIBITIONS.—A participant in a
specified activity shall not be employed in a
job—

(A) when any other individual is on layoff
from the same or any substantially equivalent
job with the participating employer;

(B) when the employer has terminated the em-
ployment of any regular employee or otherwise
reduced the workforce of the employer with the
intention of filling the vacancy so created with
the participant; or

(C) that is created in a promotional line that
will infringe in any way on the promotional op-
portunities of currently employed individuals
(as of the date of the participation).

(3) HEALTH AND SAFETY.—Health and safety
standards established under Federal and State
law otherwise applicable to working conditions
of employees shall be equally applicable to
working conditions of participants engaged in
specified activities. To the extent that a State
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workers' compensation law applies, workers’
compensation shall be provided to participants
on the same basis as the compensation is pro-
vided to other individuals in the State in similar
employment.

(4) EMPLOYMENT CONDITIONS.—Individuals in
on-the-job training or individuals employed in
programs and activities carried out under this
title, shall be provided benefits and working
conditions at the same level and to the same ex-
tent as other (rainees or employees working a
similar length of time and doing the same type
of work.

(5) OPPORTUNITY TO SUBMIT COMMENTS.—In-
terested members of the public, including rep-
resentatives of labor organizations and busi-
nesses, shall be provided an opportunity to sub-
mit comments to the Secretary with respect to
programs and activities proposed to be funded
under subtitle A.

(6) NO IMPACT ON UNION ORGANIZING.—Each
recipient of funds under this title shall provide
to the Secretary assurances that none of such
SJunds will be used to assist, promote, or deter
union organizing.

(¢) GRIEVANCE PROCEDURE.—

(1) IN GENERAL.—Each State receiving an al-
lotment under section 302 and each recipient of
Jinancial assistance under section 361 or 362
shall establish and maintain a procedure for
grievances or complaints alleging violations of
the requirements of this title from participants
and other interested or affected parties. Such
procedure shall include an opportunity for a
hearing and be completed within 60 days after
the date of the filing of the grievance or com-
plaint.

(2) INVESTIGATION.—

(A) IN GENERAL.—The Secretary shall inves-
tigate an allegation of a vielation described in
paragraph (1) if—

(i) a decision relating le such violation has
not been reached within 60 days after the date
of the filing of the grievance or complaint and
either party appeals the decision to the Sec-
retary,; or

(ii) a decision relating to such violation has
been reached within 60 days after the date of
the filing and the party to which such decision
is adverse appeals the decision to the Secretary.

(B) ADDITIONAL REQUIREMENT.—The Sec-
retary shall make a final determination relating
to an appeal made under subparagraph (A) no
later than 120 days after the date of such ap-
peal.

(3) REMEDIES.—Remedies that may be imposed
under this subsection for a violation of any re-
quirement of this title shall be limited—

(A) to suspension or termination of payments
under this title to a person that has violated
any requirement of this title;

(B) to prohibition of placement of a partici-
pant with an employer that has violated any re-
quirement of this title;

(C) where applicable, to reinstatement of an
employee, payment of lost wages and benefits,
and reestablishment of other relevant terms,
conditions, and privileges of employment; and

(D) where appropriate, to other equitable re-
lief.
(4) CONSTRUCTION.—Nothing in paragraph (3)
shall be construed to prohibit a grievant or com-
plainant from pursuing a remedy authorized
under another Federal, State, or local law for a
violation of this title.

(d) RELOCATION.—

(1) PROHIRITION ON USE OF FUNDS TO ENCOUR-
AGE OR INDUCE RELOCATION.—No funds provided
under this title shall be used, or proposed for
use, to encourage or induce the relocation of a
business or part of a business if such relocation
would result in a loss of employment for any em-
ployee of such business at the original location
and such original location is within the United
States.
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(2) PROHIBITION ON USE OF FUNDS FOR CUS-
TOMIZED OR SKILL TRAINING AND RELATED AC-
TIVITIES AFTER RELOCATION.—No funds provided
under this title for an employment and lraining
activity shall be used for customized or skill
training, on-the-job training, or company-spe-
cific assessments of job applicants or employees,
for any business or part of a business that has
relocated, until the date that is 120 days after
the date on which such business commences op-
erations at the new location, if the relocation of
such business or part of a business resulls in a
loss of employment for any employee of such
business at the original location and such origi-
nal location is within the United States.

(3) REPAYMENT.—If the Secretary determines
that a violation of paragraph (1) or (2) has oc-
curred, the Secretary shall require the State
that has violated such paragraph to repay to
the United States an amount equal to the
amount erpended in violation of such para-
graph.

(e) LIMITATION ON USE OF FUNDS.—No funds
available under this title shall be used for em-
ployment generating activities, economic devel-
opment activities, activities for the capitaliza-
tion of businesses, investment in contract bid-
ding resource centers, or similar activities. No
Junds available under subtitle A shall be used
for foreign travel.

(f) DRUG TESTING LIMITATIONS ON PARTICI-
PANTS IN TRAINING SERVICES.—

(1) FINDING.—Congress finds thai—

(A) the possession, distribution, and use of
drugs by participants in training services should
not be tolerated, and that such use prevents
participants from making full use of the benefits
ertended through training services at the er-
pense of tarpayers; and

(B) applicants and participants should be
tested for illegal drug use, in order to mazximize
the training services and assistance provided
under this title.

(2) DRUG TESTS.—Each eligible provider of
training services shall administer a drug test—

(A) on a random basis, to individuals who
apply to participate in training services, and

(B) to a participant in training services, on
reasonable suspicion of drug use by the partici-
pant.

(3) ELIGIBILITY OF APPLICANTS.—In order for
such an applicant to be eligible to participate in
training services, the applicant shall agree to
submit to a drug test administered as described
in paragraph (2)(A) and, if the test is adminis-
tered to the applicant, shall pass the test.

(4) ELIGIBILITY OF PARTICIPANTS.—In order
Jor such a participant to remain eligible to par-
ticipate in training services, the participant
shall agree to submit to a drug test administered
as described in paragraph (2)(B) and, if the test
is administered to the participant, shall pass the
test. If a participant refuses to submit to the
drug test, or fails the drug test, the eligible pro-
vider shall dismiss the participant from partici-
pation in lraining services.

(5) REAPPLICATION.—

(A) IN GENERAL.—Ezxcept as provided in sub-
paragraph (B), an individual who is an appli-
cant and is disqualified from eligibility under
paragraph (3), or who is a participant and is
dismissed under paragraph (4), may reapply,
not earlier than 6 months after the date of the
disqualification or dismissal, to participate in
training services. If the individual demonstrales
that the individual has completed a drug treat-
ment program and passed a drug test within the
30-day period prior to the date of the reapplica-
tion, the individual may participate in training
services, under the same terms and conditions as
apply to other applicants and participants, in-
cluding submission to drug tests administered as
described in paragraph (2).

(B) SECOND DISQUALIFICATION OR DISMISSAL.—
If the individual reapplies to participate in
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training services and fails a drug test adminis-
tered under paragraph (2) by the eligible pro-
vider, while the individual is an applicant or a
participant, the eligible provider shall disqualify
the individual from eligibility for, or dismiss the
individual from participation in, training serv-
ices. The individual shall not be eligible to re-
apply for participation in training services for 2
years after such disqualification or dismissal.

(6) AppeAL.—A decision by an eligible pro-
vider to disqualify an individual from eligibility
for participation in training services under
paragraph (3) or (5), or to dismiss a participant
as described in paragraph (4) or (5), shall be
subject to erpeditious appeal in accordance with
procedures established by the State in which the
eligible provider is located.

(7) NATIONAL UNIFORM GUIDELINES.—

(A) IN GENERAL.—The Secretary of Labor shall
develop voluntary guidelines to assist eligible
providers concerning the drug testing required
under this subsection.

(B) Privacy.—The guidelines shall promote,
to the marimum exrtent practicable, individual
privacy in the collection of specimen samples for
such drug testing.

(C) LABORATORIES AND PROCEDURES.—With
respect to standards concerning laboratories and
procedures for such drug testing, the guidelines
shall incorporate the Mandatory Guidelines for
Federal Workplace Drug Testing Programs, 53
Fed. Reg. 11970 (1988) (or a successor to such
guidelines), including the portion of the manda-
tory guidelines that—

(i) establishes comprehensive standards for all
aspects of laboratory drug testing and labora-
tory procedures, including standards that re-
quire the use of the best available technology for
ensuring the ful reliability and accuracy of
drug tests and strict procedures governing the
chain of custody of specimen samples;

(ii) establishes the minimum list of drugs for
which individuals may be tested; and

(iii) establishes appropriate standards and
procedures for periodic review of laboratories
and criteria for certification and revocation of
certification of laboratories to perform such
drug testing.

(D) SCREENING AND CONFIRMATION.—The
guidelines described in subparagraph (A) shall
provide that, for drug testing conducted under
this subsection—

(i) each laboratory involved in the drug test-
ing of any individual shall have the capability
and facility, at such laboratory, of performing
screening and confirmation tests;

(ii) all tesls that indicate the use, in violation
of law (including Federal regulation) of a drug
by the individual shall be confirmed by a sci-
entifically recognized method of testing capable
of providing quantitative data regarding the
drug,

(iii) each specimen sample shall be subdivided,
secured, and labeled in the presence of the indi-
vidual; and

(iv) a portion of each specimen sample shall be
retained in a secure manner to prevent the pos-
sibility of tampering, so that if the confirmation
test results are positive the individual has an
opportunity to have the retained portion as-
sayed by a confirmation test done independently
at a second certified laboratory, if the indi-
vidual requests the independent test not later
than 3 days after being advised of the results of
the first confirmation test.

(E) CONFIDENTIALITY.—The guidelines shall
provide for the confidentiality of the test results
and medical information (other than informa-
tion relating to a drug) of the individuals tested
under this subsection, ercept that the provisions
of this subparagraph shall not preclude the use
of test results for the orderly imposition of ap-
propriate sanctions under this subsection.

(F) SELECTION FOR RANDOM TESTS.—The
guidelines shall ensure that individuals who
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apply to participate in training services are se-
lected for drug testing on a random basis, using
nondiscriminatory and impartial methods.

{8) NONLIABILITY OF LOCAL PARTNERSHIPS.—A
local partnership, and the individual members
of a local partnership, shall be immune from
civil liability with respect to any claim based in
whole or part on activities carried out to imple-
ment this subsection.

(9) REPORTING REQUIREMENTS.—An eligible
provider shall make records of drug testing con-
ducted under this subsection available for in-
spection by other eligible providers, including el-
igible providers in other local areas, for the sole
purpose of enabling the providers to determine
the eligibility status of an applicant pursuant to
this subsection.

(10) USE OF DRUG TESTS.—No Federul, State,
or local prosecutor may use drug test results ob-
tained under this subsection in a criminal ac-
tion.

(11) DEFINITIONS.—As used in this subsection:

(A) DRUG.—The term “‘drug' means a con-
trolled substance, as defined in section 102(6) of
the Controlled Substances Act (21 U.5.C. 802(6)).

(B) DRUG TEST.—The term ‘‘drug test' means
a biochemical drug test carried out by a facility
that is approved by the eligible provider admin-
istering the test.

(C) RANDOM BASIS.—For purposes of the ap-
plication of this subsection in a State, the term
“random basis’ has the meaning determined by
the Governor of the State, in the sole discretion
of the Governor.

(D) TRAINING SERVICES.—The term '‘training
services’ means services described in section
315(e)(3).

SEC. 372. PROMPT ALLOCATION OF FUNDS.

(@) ALLOTMENTS BASED ON LATEST AVAILABLE
DATA.—AN allotments under section 302 shall be
based on the lutest available data and estimates
satisfactory to the Secretary. All data relating
to disadvantaged adults, disadvantaged youth,
and low-income individuals shall be based on
the most recent satisfactory data from the Bu-
reau of the Census.

(b) PUBLICATION IN FEDERAL REGISTER RELAT-
ING TO FORMULA FUNDS.—Whenever the Sec-
retary allots funds required to be allotted under
section 302, the Secretary shall publish in a
timely fashion in the Federal Register the pro-
posed amount to be distributed to each recipient
of the funds.

(¢} REQUIREMENT FOR FUNDS DISTRIBUTED BY
FORMULA.—AIl funds required to be allotted or
allocated under section 302 or 306 shall be allot-
ted or allocated within 45 days after the date of
enactment of the Act appropriating the funds,
ercept that, if such funds are appropriated in
advance as authorized by section 379(g), such
Junds shall be allotted or allocated not later
than the March 31 preceding the program year
Jor which such funds are to be available for ob-
ligation.

(d) AVAILABILITY OF FUNDS.—Funds shall be
made available under section 306 lo the chief
elected official for a local area not later than 30
days after the date the funds are made available
to the Governor involved, under section 302, or
7 days after the date the local plan for the area
is approved, whichever is later.

SEC. 373. MONITORING.

(@) IN GENERAL.—The Secretary is authorized
to monitor all recipients of financial assistance
under this title to determine whether the recipi-
ents are complying with the provisions of this
title, including the regulations issued under this
title.

(b) INVESTIGATIONS.—The Secretary may in-
vestigate any matter the Secretary determines to
be necessary to determine the compliance of the
recipients with this title, including the regula-
tions issued under this title. The investigations
authorized by this subsection may include exam-
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ining records (including making certified copies
of the records), questioning employees, and en-
tering any premises or onto any site in which
any part of a program or aclivity of such a re-
cipient is conducted or in which any of the
records of the recipient are kept.

(c) ADDITIONAL REQUIREMENT.—For the pur-
pose of any investigation or hearing conducted
under this title by the Secretary, the provisions
of section 9 of the Federal Trade Commission
Act (15 U.S.C. 49) (relating to the attendance of
witnesses and the production of documents)
apply to the Secretary, in the same manner and
to the same extent as the provisions apply to the
Federal Trade Commission.

SEC. 374. FISCAL CONTROLS; SANCTIONS.

(a) ESTABLISHMENT OF FISCAL CONTROLS BY
STATES.—

(1) IN GENERAL.—Each State shall establish
such fiscal control and fund accounting proce-
dures as may be necessary to assure the proper
disbursal of, and accounting for, Federal funds
allocated to local areas under subtitle A. Such
procedures shall ensure that all financial trans-
actions carried out under subtitle A are con-
ducted and records maintained in accordance
with generally accepted accounting principles
applicable in each State.

(2) COST PRINCIPLES.—

(A) IN GENERAL.—Each State (including the
Governor of the State), local area (including the
chief elected official for the area), and provider
receiving funds under this title shall comply
with the applicable uniform cost principles in-
cluded in the appropriate circulars of the Office
of Management and Budget for the type of enti-
ty receiving the funds.

(B) ExcepTioN.—The funds made available to
a State for administration of statewide work-
force investment activities in accordance with
section 314(c)(2) shall be allocable to the overall
administration of workforce investment activi-
ties, but need not be specifically allocable to—

(i) the administration of adult employment
and training activities;

(ii) the administration of dislocated worker
employment and training aclivities; or

(iti) the administration of youth activities.

(3) UNIFORM  ADMINISTRATIVE  REQUIRE-
MENTS.—

(A) IN GENERAL.—Each State (including the
Governor of the State), local area (including the
chief elected official for the area), and provider
receiving funds under this title shall comply
with the appropriate uniform administrative re-
quirements for grants and agreements applicable
for the type of entity receiving the funds, as
promulgated in circulars or rules of the Office of
Management and Budget.

(B) ADDITIONAL REQUIREMENT.—Procurement
transactions under this title between local part-
nerships and units of State or local governments
shall be conducted only on a cost-reimbursable
basis.

(4) MONITORING.—Each Governor of a State
shall conduct onsite monitoring of each local
area within the State to ensure compliance with
the wuniform administrative requirements re-
ferred to in paragraph (3).

(5) ACTION BY GOVERNOR.—I[ the Governor de-
termines that a local area is not in compliance
with the uniform administrative requirements
referred to in paragraph (3), the Governor
shall—

(A) reguire corrective action to secure prompt
compliance; and

(B) impose the sanctions provided under sub-
section (b) in the event of failure to take the re-
quired corrective action.

(6) CERTIFICATION.—The Governor shall, every
3 years, certify to the Secretary that—

(A) the State has implemented the uniform ad-
ministrative requirements referred to in para-
graph (3);
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(B) the State has monitored local areas to en-
sure compliance with the uniform administrative
requirements as required under paragraph (4);
and

(C) the State has taken appropriate action to
secure compliance pursuant to paragraph (5).

(7) ACTION BY THE SECRETARY.—If the Sec-
retary determines that the Governor has not ful-
filled the requirements of this subsection, the
Secretary shall—

(A) require corrective action to secure prompt
compliance; and

(B) impose the sanctions provided under sub-
section (f) in the event of failure of the Gov-
ernor to take the required appropriate action to
secure compliance.

(b) SUBSTANTIAL VIOLATION.—

(1) ACTION BY GOVERNOR.—If, as a result of a
financial or compliance audit or otherwise, the
Governor determines that there is a substantial
violation of a specific provision of this title, in-
cluding regulations issued under this title, and
corrective action has not been taken, the Gov-
ernor shall impose a reorganization plan, which
may include—

(A) decertifying the local partnership involved
in accordance with section 308(c)(3);

(B) prohibiting the use of providers who have
been identified as eligible providers of workforce
investment activities under chapter 3 of subtitle

(C) selecting an alternative entity to admin-
ister a program or activity for the local areqa in-
volved; \

(D) merging the local area into 1 or more other
local areas; or

(E) making such other changes as the Sec-
retary or Governor determines to be necessary to
secure compliance.

(2) APPEAL—The action taken by the Gov-
ernor pursuant to paragraph (1) may be ap-
pealed to the Secretary, who shall make a final
decision on the appeal not later than 60 days
after the receipt of the appeal.

(3) ACTION BY SECRETARY.—If the Governor
fails to take promptly the action required under
paragraph (1), the Secretary shall take such ac-
tion.

(¢) ACCESS BY COMPTROLLER GENERAL.—For
the purpose of evaluating and reviewing pro-
grams and activities established or provided for
by this title, the Comptroller General shall have
access to and the right to copy any books, ac-
counts, records, correspondence, or other docu-
ments pertinent lo such programs and activities
that are in the possession, custody, or control of
a State, a local partnership, any recipient of
funds under this title, or any subgrantee or con-
tractor of such a recipient.

(d) REPAYMENT OF CERTAIN AMOUNTS TO THE
UNITED STATES.—

(1) IN GENERAL—Every recipient of funds
under this title shall repay to the United States
amounts found not to have been erpended in ac-
cordance with this title.

(2) OFFSET OF REPAYMENT.—If the Secretary
determines that a State has erpended funds
made available under this title in @ manner con-
trary to the requirements of this title, the Sec-
retary may offset repayment of such erpendi-
tures against any other amount to which the
State is or may be entitled, except as provided
under subsection (e)(1).

(3) REPAYMENT FROM DEDUCTION BY STATE.—
If the Secretary requires a State to repay funds
as a result of a determination that a local area
of the State has expended funds contrary to the
requirements of this title, the Governor of the
State may use an amount deducted under para-
graph (4) to repay the funds, except as provided
under subsection (e)(1).

(4) DEDUCTION BY STATE.—The Governor may
deduct an amount equal to the miserpenditure
described in paragraph (3) from subsequent pro-
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gram year allocations to the local area from
Sunds reserved for the administrative costs of
the local programs involved, as appropriate.

(3) LIMITATIONS.—A deduction made by a
State as described in paragraph (4) shall not be
made until such time as the Governor has taken
appropriate corrective action to ensure full com-
pliance within such local area with regard to
appropriate erpenditures of funds under this
title.

(e) REPAYMENT OF AMOUNTS.—

(1) IN GENERAL.—Each recipient of funds
under this title shall be liable to repay the
amounts described in subsection (d)(1), from
Junds other than funds received under this title,
upon a determination by the Secretary that the
misexpenditure of funds was due to willful dis-
regard of the requirements of this title, gross
negligence, failure to observe accepted stand-
ards of administration, or a pattern of
miserpenditure as described in paragraphs (2)
and (3) of subsection (d). No such determination
shall be made under this subsection or sub-
section (d) until notice and opportunity for a
Jair hearing has been given to the recipient.

(2) FACTORS IN IMPOSING SANCTIONS.—In de-
termining whether to impose any sanction au-
thorized by this section against a recipient for
violations by a subgrantee or contractor of such
recipient under this title (including the regula-
tions issued under this title), the Secretary shall
first determine whether such recipient has ade-
quately demonstrated that the recipient has—

(A) established and adhered to an appropriate
system for the award and monitoring of grants
and contracts with subgrantees and contractors
that contains acceptable standards for ensuring
accountability;

(B) entered into a written grant agreement or
contract with such subgrantee or contractor
that established clear goals and obligations in
unambiguous terms;

(C) acted with due diligence to monitor the
implementation of the grant agreement or con-
tract, including the carrying out of the appro-
priate monitoring activities (including audils) at
reasonable intervals; and

(D) taken prompt and appropriate corrective
action upon becoming aware of any evidence of
a violation of this title, including regulations
issued under this title, by such subgrantee or
contractor.

(3) WAIVER.—If the Secretary determines that
the recipient has demonstrated substantial com-
pliance with the requirements of paragraph (2),
the Secretary may waive the imposition of sanc-
tions authorized by this section upon such re-
cipient. The Secretary is authorized to impose
any sanction consistent with the provisions of
this title and any applicable Federal or State
law directly against any subgrantee or con-
tractor for violation of this title, including regu-
lations issued under this title.

(f) IMMEDIATE TERMINATION OR SUSPENSION
OF ASSISTANCE IN EMERGENCY SITUATIONS.—In
emergency situations, if the Secretary deter-
mines it is necessary to protect the integrity of
the funds or ensure the proper operation of the
program or activity involved, the Secretary may
immediately terminate or suspend financial as-
sistance, in whole or in part, to the recipient if
the recipient is given prompt notice and the op-
portunity for a subsequent hearing within 30
days after such termination or suspension. The
Secretary shall not delegate any of the func-
tions or authority specified in this subsection,
other than to an officer whose appointment is
required to be made by and with the advice and
consent of the Senate.

(g) DISCRIMINATION AGAINST PARTICIPANTS.—
If the Secretary determines that any recipient of
Junds under this title has discharged or in any
other manner discriminated in violation of sec-
tion 378 against, a participant or any other in-
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dividual in connection with the administration
of the program or activity involved, or any indi-
vidual because such individual has filed any
complaint or instituted or caused to be insti-
tuted any proceeding under or related to this
title, or has testified or is about to testify in any
such proceeding or investigation under or re-
lated to this title, or otherwise unlawfully de-
nied to any individual a benefit to which that
individual is entitled under the provisions of
this title, including regulations issued under
this title, the Secretary shall, within 30 days
after the dale of the determination, take such
action or order such corrective measures, as may
be necessary, with respect to the recipient or the
aggrieved individual.

(h) REMEDIES.—The remedies described in this
section shall not be construed to be the exclusive
remedies available for violations described in
this section.

SEC. 375. REPORTS; RECORDKEEPING; INVES-
TIGATIONS.

(a) REPORTS.—

(1) IN GENERAL.—Recipients of funds under
this title shall keep records that are sufficient to
permit the preparation of reports required by
this title and to permit the tracing of funds to
a level of erpenditure adequate to ensure that
the funds have not been spent unlawfully.

(2) SUBMISSION TO THE SECRETARY.—Every
such recipient shall maintain such records and
submit such reports, in such form and con-
taining such information, as the Secretary may
require regurding the performance of programs
and activities carried out under this title. Such
records and reports shall be submitted to the
Secretary but shall not be reguired to be sub-
mitted more than once each quarter unless spe-
cifically requested by Congress or a committee of
Congress.

(3) MAINTENANCE OF STANDARDIZED
RECORDS.—In order to allow for the preparation
of the reports required under subsection (c),
such recipients shall maintain standardized
records for all individual participants and pro-
vide to the Secretary a sufficient number of such
records to provide for an adequate analysis of
the records.

(4) AVAILABILITY TO THE PUBLIC.—

(A) IN GENERAL.—Except as provided in sub-
paragraph (B), records maintained by such re-
cipients pursuant to this subsection shall be
made available to the public upon request.

(B) ExceprioN.—Subparagraph (A) shall not
apply to—

(i) information, the disclosure of which would
constitute a clearly unwarranted invasion of
personal privacy; and

(ii) trade secrets, or commercial or financial
information, that is obtained from a person and
privileged or confidential.

(C) FEES TO RECOVER COSTS.—Such recipients
may charge fees sufficient to recover costs appli-
cable to the processing of requests for records
under subparagraph (A).

(b) INVESTIGATIONS OF USE OF FUNDS,—

(1) IN GENERAL.—

(A) SECRETARY.—In ovder to evaluate compli-
ance with the provisions of this title, the Sec-
retary shall conduct, in several States, in each
fiscal year, investigations of the use of funds re-
ceived by recipients under this title.

(B) COMPTROLLER GENERAL OF THE UNITED
STATES.—In order to ensure compliance with the
provisions of this title, the Comptroller General
of the United States may conduct investigations
of the use of funds received under this title by
any recipient.

(2) PROHIBITION.—In conducting any inves-
tigation under this title, the Secretary or the
Comptroller General of the United States may
not request the compilation of any information
that the recipient is not otherwise required to
compile and that is not readily available to such
recipient.
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(3) AUDITS.—

(A) IN GENERAL.—In carrying out any audit
under this title (other than any initial audit
survey or any audit investigating possible crimi-
nal or fraudulent conduct), either directly or
through grant or contract, the Secretary, the In-
spector General of the Department of Labor, or
the Comptroller General of the United States
shall furnish to the State, recipient, or other en-
tity to be audited, advance notification of the
overall objectives and purposes of the audit, and
any extensive recordkeeping or data require-
ments to be met, not later than 14 days (or as
soon as practicable), prior to the commencement

of the audit.
(B) NOTIFICATION REQUIREMENT —If the
scope, objectives, or purposes of the audil

change substantially during the course of the
audit, the entity being audited shall be notified
of the change as soon as practicable,

(C) ADDITIONAL REQUIREMENT.—The reports
on the results of such audits shall cite the law,
regulation, policy, or other criteria applicable to
any finding contained in the reports.

(D) RULE OF CONSTRUCTION.—Nothing con-
tained in this title shall be construed so as to be
inconsistent with the Inspector General Act of
1978 (5 U.S.C. App.) or government auditing
standards issued by the Comptroller General of
the United States.

{c) ACCESSIBILITY OF REPORTS.—Each State,
each local partnership, and each recipient
(other than a subrecipient, subgrantee, or con-
tractor of a recipient) receiving funds under this
title shall—

(1) make readily accessible such reports con-
cerning its operations and erpenditures as shall
be prescribed by the Secretary;

(2) prescribe and maintain comparable man-
agement information systems, in accordance
with guidelines that shall be prescribed by the
Secretary, designed to facilitate the uniform
compilation, cross tabulation, and analysis of
programmatic, participant, and financial data,
on statewide, local area, and other appropriate
bases, necessary for reporting, monitoring, and
evaluating purposes, including data necessary
to comply with section 378; and

(3) monitor the performance of providers in
complying with the terms of grants, contracts,
or other agreements made pursuant to this title.

(d) INrORMATION TO BE INCLUDED IN RE-
PORTS.—

(1) IN GENERAL,—The reports required in sub-
section (c) shall include information regarding
programs and activities carried out under this
title pertaining to—

(A) the relevant demographic characteristics
(including race, ethnicity, ser, and age) and
other related information regarding partici-
pants;

(B) the programs and activities in which par-
ticipants are enrolled, and the length of time
that participants are engaged in such programs
and activities;

(C) outcomes of the programs and activities
for participants, including the occupations of
participants, and placement for participants in
nontraditional employment;

(D) specified costs of the programs and activi-
ties, and

(E} information necessary to prepare reports
to comply with section 378.

(2) ADDITIONAL REQUIREMENT.—The Secretary
shall ensure that all elements of the information
required for the reports described in paragraph
(1) are defined and reported uniformly.

(e) RETENTION OF RECORDS.—The Governor of
a State that receives funds under this title shall
ensure that requirements are established for re-
tention of all records of the State pertinent to
all grants awarded, and conlracts and agree-
ments entered into, under this title, including fi-
nancial, statistical, property, and participant
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records and supporting documentation. For
funds allotted to a State under this title for any
program year, the State shall retain the records
Jor 2 subsequent program years. The State shall
retain records for nonerpendable property that
is used to carry out this title for a period of 3
vears after final disposition of the property.

(f) QUARTERLY FINANCIAL REPORTS.—

(1) IN GENERAL—Each local partnership in
the State shall submit gquarterly financial re-
ports to the Governor with respect to programs
and activities carried out under this title. Such
reports shall include information identifying all
program and activity costs by cost category in
accordance with generally accepted accounting
principles and by year of the appropriation in-
volved.

(2) ADDITIONAL REQUIREMENT.—Each State
shall submit to the Secrelary, on a quarterly
basis, a summary of the reports submitted to the
Governor pursuant to paragraph (1).

(g) MAINTENANCE OF ADDITIONAL RECORDS.—
Each State and local partnership shall maintain
records with respect to programs and activities
carried out under this title that identify—

(1) any income or profits earned, including
such income or profits earned by subrecipients;
and

(2) any costs incurred (such as stand-in costs)
that are otherwise allowable except for funding
limitations.

(h) COST CATEGORIES. —In reguiring entities to
maintain records of costs by category under this
title, the Secretary shall require only that the
costs be categorized as administrative or pro-
grammatic costs.

SEC. 376. ADMINISTRATIVE ADJUDICATION.

(a) IN GENERAL.—Whenever any applicant for
financial assistance under this title is dissatis-
fied because the Secretary has made a deter-
mination not to award financial assistance in
whole or in part to such applicant, the appli-
cant may request a hearing before an adminis-
trative law judge of the Department of Labor. A
similar hearing may also be reguested by any re-
cipient for whom a corrective action has been
required or a sanction has been imposed by the
Secretary under section 374. Except to the extent
provided for in section 37I(c) or 378, all other
disputes arising under this title relating to the
manner in which the recipient carries out a pro-
gram or activity under this title shall be adju-
dicated under grievance procedures established
by the recipient or under applicable law other
than this title.

(b) ApPEAL—The decision of the administra-
tive law judge shall constitute final action by
the Secretary unless, within 20 days after re-
ceipt of the decision of the administrative law
judge, a party dissatisfied with the decision or
any part of the decision has filed erceptions
with the Secretary specifically identifying the
procedure, fact, law, or policy to which ercep-
tion is taken. Any exception not specifically
urged shall be deemed to have been waived.
After the 20-day period the decision of the ad-
ministrative law judge shall become the final de-
cision of the Secretary unless the Secretary,
within 30 days after such filing, has notified the
parties that the case involved has been accepted
Jor review.

(c) TIME LIMIT.—Any case accepted for review
by the Secretary under subsection (b) shall be
decided within 180 days after such acceptance.
If the case is not decided within the 180-day pe-
riod, the decision of the administrative law
judge shall become the final decision of the Sec-
retary at the end of the 180-day period.

(d) ADDITIONAL REQUIREMENT.—The provi-
sions of section 377 shall apply to any final ac-
tion of the Secretary under this section.

SEC. 377. JUDICIAL REVIEW.

(a) REVIEW.—

(1) PETITION.—With respect to any final order
by the Secretary under section 376 by which the
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Secretary awards, declines to award, or only
conditionally awards, financial assistance
under this title, or any final order of the Sec-
retary under section 376 with respect to a cor-
rective action or sanction imposed under section
374, any party to a proceeding which resulted in
such final order may obtain review of such final
order in the United States Court of Appeals hav-
ing jurisdiction over the applicant or recipient
of funds involved, by filing a review pelition
within 30 days after the date of issuance of such
final order,

(2) ActioNn oN PETITION.—The clerk of the
court shall transmit a copy of the review peti-
tion to the Secretary who shall file the record on
which the final order was entered as provided in
section 2112 of title 28, United States Code. The
filing of a review petition shall not stay the
order of the Secretary, unless the court orders a
stay. Petitions filed under this subsection shall
be heard exrpeditiously, if possible within 10
days after the date of filing of a reply to the pe-
tition.

(3) STANDARD AND SCOPE OF REVIEW.—No ob-
jection to the order of the Secretary shall be
considered by the court unless the objection was
specifically urged, in a timely manner, before
the Secretary. The review shall be limited to
questions of law and the findings of fact of the
Secretary shall be conclusive if supported by

bstantial evidence.

(b) JUDGMENT.—The court shall have jurisdic-
tion to make and enter a decree affirming, modi-
fying, or setting aside the order of the Secretary
in whole or in part. The judgment of the court
regarding the order shall be final, subject to cer-
tiorari review by the Supreme Court as provided
in section 1254(1) of title 28, United States Code.

* SEC. 378. NONDISCRIMINATION.

(a) PROHIBITED DISCRIMINATION.—

(1) PROHIBITION ON DISCRIMINATION IN FED-
ERAL PROGRAMS AND ACTIVITIES.—For the pur-
pose of applying the prohibitions against dis-
crimination on the basis of age under the Age
Discrimination Act of 1975 (42 U.S.C. 6101 et
seq.), on the basis of disability under section 504
of the Rehabilitation Act of 1973 (29 U.S8.C. 794),
on the basis of sexr under title IX of the Edu-
cation Amendments of 1972 (20 U.8.C. 1681 et
seq.), on the basis of race, color, or national ori-
gin under title VI of the Civil Rights Act of 1964
(42 U.5.C. 2000d et seq.), or on the basis of reli-
gion under any applicable provision of Federal
law, programs and activities funded or other-
wise financially assisted in whole or in part
under this title shall be considered to be pro-
grams and activities receiving Federal financial
assistance, and education programs and activi-
ties receiving Federal financial assistance.

(2) PROHIBITION OF DISCRIMINATION REGARD-
ING PARTICIPATION, BENEFITS, AND EMPLOY-
MENT.—Ezxcept as otherwise permitted under
title I1X of the Education Amendments of 1972,
no individual shall be excluded from participa-
tion in, denied the benefits of, subjected to dis-
crimination under, or denied employment in the
administration of or in connection with, any
such program or activity because of race, color,
religion, ser, national origin, age, disability, or
political affiliation or belief.

(3) PROMIBITION ON ASSISTANCE FOR FACILITIES
FOR SECTARIAN INSTRUCTION OR RELIGIOUS WOR-
SHIP.—Participants shall not be employed under
this title to carry out the construction, oper-
ation, or maintenance of any part of any facil-
ity that is used or to be used for sectarian in-
struction or as a place for religious worship (ex-
cept with respect to the maintenance of a facil-
ity that is not primarily or inherently devoted to
sectarian instruction or religious worship, in a
case in which the organization operating the fa-
cility is part of a program or activity providing
services to participants).
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(4) PROHIBITION ON DISCRIMINATION ON BASIS
OF PARTICIPANT STATUS.—No person may dis-
criminate against an individual who is a partici-
pant in a program or activity that receives
funds under this title, with respect to the terms
and conditions affecting, or rights provided to,
the individual, solely because of the status of
the individual as a participant, in carrying out
any endeavor thatl involves—

(A) participants in programs and activities
that receive funding under this title; and

(B) persons who receive no assistance under
this title.

(5) PROHIBITION ON DISCRIMINATION AGAINST
CERTAIN NONCITIZENS.—Participation in pro-
grams and activities or receiving funds under
this title shall be available to citizens and na-
tionals of the United States, lawfully admitted
permanent resident aliens, refugees, asylees,
and parolees, other aliens lawfully present in
the United States, and other individuals author-
ized by the Attorney General to work in the
United States.

(b) ACTION OF SECRETARY.—Whenever the
Secretary finds that a State or other recipient of
funds under this title has failed to comply with
a provision of law referred lo in subsection
(a)(1), or with paragraph (2), (3), (4), or (5) of
subsection (a), including an applicable regula-
tion prescribed to carry out such provision or
paragraph, the Secretary shall notify such State
or recipient and shall request that the State or
recipient comply. If within a reasonable period
of time, not to exceed 60 days, the State or re-
cipient fails or refuses to comply, the Secretary
may—

(1) refer the matter to the Attorney General
with a recommendation that an appropriate
civil action be instituted;

(2) exercise the powers and functions provided
to the head of a Federal department or agency
under the Age Discrimination Act of 1975, sec-
tion 504 of the Rehabilitation Act of 1973 (29
U.S.C. 794), title IX of the Education Amend-
ments of 1972, or title VI of the Civil Rights Act
of 1964, as may be applicable; or

(3) take such other action as may be provided
by law.

(¢c) ACTION OF ATTORNEY GENERAL—When a
maltter is referred lo the Attorney General pur-
suant to subsection (b)(1), or whenever the At-
torney General has reason to believe that a
State or other recipient of funds under this title
is engaged in a pattern or practice of discrimi-
nation in vielation of a provision of law referred
to in subsection (a)(1) or in violation of para-
graph (2), (3), (4), or (5) of subsection (a), the
Attorney General may bring a civil action in
any appropriate district court of the United
States for such relief as may be appropriate, in-
cluding injunctive relief.

(d) JOB CORPS MEMBERS—For purposes of
this section, Job Corps members shall be consid-
ered as the ultimate beneficiaries of a program
or activity receiving Federal financial assistance
and an education program or activity receiving
Federal financial assistance.

SEC. 379. ADMINISTRATIVE PROVISIONS.

(a) IN GENERAL—The Secretary may, in ac-
cordance with chapter 5 of title 5, United States
Code, prescribe rules and regulations to carry
out this title to the extent necessary to imple-
ment, administer, and ensure compliance with
the requirements of this title. Such rules and
regulations may include provisions making ad-
justments authorized by section 6504 of title 31,
United States Code. All such rules and regula-
tions shall be published in the Federal Register
at least 30 days prior to their effective dates.
Copies of each such rule or regulation shall be
transmitted to the appropriate committees of
Congress on the date of such publication and
shall contain, with respect to each material pro-
vision of such rule or regulation, a citation to

CONGRESSIONAL RECORD—SENATE

the particular substantive section of law that is
the busis for the provision.

(b) AcQUISITION OF CERTAIN PROPERTY AND
SERVICES.—The Secretary is authorized, in car-
rying out this title, to accept, purchase, or lease
in the name of the Department of Labor, and
employ or dispose of in furtherance of the pur-
poses of this title, any money or property, real,
personal, or mired, tangible or intangible, re-
cetved by gift, devise, bequest, or otherwise, and
to accept voluntary and uncompensated services
notwithstanding the provisions of section 1342 of
title 31, United States Code.

(¢c) AUTHORITY TO ENTER INTO CERTAIN
AGREEMENTS AND TO MAKE CERTAIN EXPENDI-
TURES.—The Secretary may make such grants,
enter into such contracts or agreements, estab-
lish such procedures, and make such payments,
in installments and in advance or by way of re-
imbursement, or otherwise allocate or erpend
such funds under this title, as may be necessary
to carry out this title, including making erpend-
itures for construction, repairs, and capital im-
provements, and including making necessary
adfustments in payments on account of over-
payments or underpayments.

{d) ANNUAL REPORT—The Secretary shall pre-
pare and submit to Congress an annual report
regarding the programs and activities carried
out under this title. The Secretary shall include
in such report—

(1) a summary of the achievements, failures,
and problems of the programs and activities in
meeting the objectives of this title;

(2) a summary of major findings from rve-
search, evaluations, pilot projects, and erperi-
ments conducted under this title in the fiscal
year prior to the submission of the report;

(3) recommendations for modifications in the
programs and activities based on analysis of
such findings; and

(4) such other recommendations for legislative
or administrative action as the Secretary deter-
mines to be appropriate.

(e) UTILIZATION OF SERVICES AND FACILI-
TIES.—The Secretary is authorized, in carrying
out this title, under the same procedures as are
applicable under subsection (¢) or to the exrtent
permitted by law other than this title, to accept
and use the services and facilities of depart-
ments, agencies, and establishments of the
United States. The Secretary is also authorized,
in carrying out this title, to accept and use the
services and facilities of the agencies of any
State or political subdivision of a State, with the
consent of the State or political subdivision.

(f) OBLIGATIONAL  AUTHORITY.—Notwith-
standing any other provision of this title, the
Secretary shall have no authority to enter into
contracts, grant agreements, or other financial
assistance agreements under this title except to
such extent and in such amounts as are pro-
vided in advance in appropriations Acts.

(g) PROGRAM YEAR.—

(1) IN GENERAL.—

(A) PROGRAM YEAR.—Ercept as provided in
subparagraph (B), appropriations for any fiscal
year for programs and activities carried out
under this title shall be available for obligation
only on the basis of a program year. The pro-
gram year shall begin on July 1 in the fiscal
year for which the appropriation is made.

(B) YourH ACTIVITIES.—The Secretary may
make available for obligation, beginning April 1
of any fiscal year, funds appropriated for such
fiscal year to carry out youth activities under
subtitle A.

(2) AVAILABILITY.—Funds obligated for any
program year for a program or activity carried
out under this title may be exrpended by each
State receiving such funds during that program
year and the 2 succeeding program years. Funds
obligated for any program year for a program or
activity carrvied out under section 367 or 368
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shall remain available until expended. Funds re-
ceived by local areas from States under this title
during a program year may be erpended during
that program year and the succeeding program
year. No amount of the funds described in this
paragraph shall be deobligated on account of a
rate of erpenditure that is consistent with a
State plan, an operating plan described in sec-
tion 341, or a plan, grant agreement, contract,
application, or other agreement described in
subtitle C, as appropriate.

(h) ENFORCEMENT OF MILITARY SELECTIVE
SERVICE ACT.—The Secretary shall ensure that
each individual participating in any program or
activity established under this title, or receiving
any assistance or benefit under this title, has
not violated section 3 of the Military Selective
Service Act (50 U.S.C. App. 453) by not pre-
senting and submitting to registration as re-
quired pursuant to such section. The Director of
the Selective Service System shall cooperate with
the Secretary to enable the Secretary to carry
out this subsection.

(i) WAIVERS AND SPECIAL RULES.—

(1) EXISTING WAIVERS.—With respect to a
State that has been granted a waiver under the
provisions relating to training and employment
services of the Department of Labor in title I of
the Departments of Labor, Health and Human
Services, and Education, and Related Agencies
Appropriations Act, 1997 (Public Law 104-208;
110 Stat. 3009-234), the authority provided under
such waiver shall continue in effect and apply,
and include a waiver of the related provisions of
subtitle A and this subtitle, for the duration of
the initial waiver.

(2) SPECIAL RULE REGARDING DESIGNATED
AREAS.—A State that enacts, not later than De-
cember 31, 1997, a Stale low providing for the
designation of service delivery areas for the de-
livery of workforce investment activities, may
use such areas as local areas under this title,
notwithstanding section 307(a).

(3) SPECIAL RULE REGARDING SANCTIONS.—A
State that enacts, not later than December 31,
1997, a State law providing for the sanctioning
of such service delivery areas for failure to meet
performance measures for workforce investment
activities, may use the State law to sanction
local areas for failure to meet State performance
measures under this title.

(4) GENERAL WAIVERS OF STATUTORY OR REGU-
LATORY REQUIREMENTS.—

(A) GENERAL AUTHORITY.—Notwithstanding
any other provision of law, the Secretary may
waive for a State, or a local area in a Slate,
pursuant to a request submitted by the Governor
of the State (in consultation with appropriate
local elected officials) that meets the require-
ments of subparagraph (B)—

(i) any of the statutory or regulatory require-
ments of subtitle A or this subtitle (except for re-
gquirements relating to wage and labor stand-
ards, worker rights, participation and protection
of workers, grievance procedures and judicial
review, nondiscrimination, allocation of funds
to local areas, eligibility of providers or partici-
pants, the establishment and functions of local
areas and local partnerships, and procedures for
review and approval of plans); and

(ii) any of the stalutory or regulatory require-
ments of sections 8 through 10 of the Wagner-
Peyser Act (29 U.S.C. 49g through 49i) (exclud-
ing reguirements relating to the provision of
services to unemployment insurance claimants
and veterans, and requirements relating to uni-
versal access to basic labor exchange services
without cost to jobseekers).

(B) REQUESTS.—A Governor requesting a
waiver under subparagraph (A) shall submit a
plan to the Secretary to improve the statewide
workforce investment system that—

(i) identifies the statutory or regulatory re-
quirements that are requested to be waived and
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the goals that the State or local areq in the
State, as appropriate, intends to achieve as a re-
sult of the waiver;

(ii) describes the actions that the State or
local area, as appropriate, has undertaken to
remove State or local statutory or rvegulatory
barriers;

(iii) describes the goals of the waiver and the
erpected programmatic outcomes if the request is
granted;

(iv) describes the individuals impacted by the
weiver; and

(v) describes the process used to monitor the
progress in implementing such a waiver, and the
process by which notice and an opportunity to
comment on such request has been provided to
the organizations identified in section 308(ck2).

(C) CONDITIONS.—Not later than 90 days after
the date of the original submission of a reguest
for a waiver under subparagraph (A), the Sec-
retary shall provide a waiver under this para-
graph if and only to the extent that—

(i) the Secretary determines that the require-
ments requested to be waived impede the ability
of the State or local area, as appropriate, to im-
plement the plan described in subparagraph (B);
and

(ii) the State has erecuted a memorandum of
understanding with the Secretary requiring
such State to meet, or ensure that the local area
meets, agreed-upon outcomes and to implement
other appropriate measures to ensure account-
ability.

SEC. 380. STATE LEGISLATIVE AUTHORITY.

(a) AUTHORITY OF 8TATE LEGISLATURE.—
Nothing in this title shall be interpreted to pre-
clude the enactment of State legislation pro-
viding for the implementation, consistent with
the provisions of this title, of the activities as-
sisted under this title. Any funds received by a
State under this title shall be subject to appro-
priation by the State legislature, consistent with
the terms and condilions required under this
title.

(b) INTERSTATE COMPACTS AND COOPERATIVE
AGREEMENTS —In the event that compliance
with provisions of this title would be enhanced
by compacts and cooperative agreements be-
tween States, the consent of Congress is given to
States to enter into such compacts and agree-
ments to facilitate such compliance, subject to
the approval of the Secretary.

SEC. 381. WORKFORCE FLEXIBILITY PARTNER-
SHIP PLANS.

(a) PLANS.—A State may submit to the Sec-
retary, and the Secretary may approve, a work-
force [fleribility partnership plan under which
the Stale is authorized to waive, in accordance
with the plan—

(1) any of the statutory or regulatory require-
ments applicable under this title to local areas,
pursuant to applications for such waivers from
the local areas, except for requirements relating
to the basic purposes of this title, wage and
labor standards, grievance procedures and judi-
clal review, nondiscrimination, eligibility of par-
ticipants, allocation of funds to local areas, es-
tablishment and functions of local areas and
local partnerships, review and approval of local
plans, and worker rights, participation, and
protection;

(2) any of the statutory or regulatory require-
ments applicable under sections 8 through 10 of
the Wagner-Peyser Act (29 U.S.C. 49g through
491) to the State, ercept for requirements relat-
ing to the provision of services to unemployment
insurance claimants and veterans, and to uni-
versal access to basic labor erchange services
without cost to jobseekers; and

(3) any of the statutory or regulatory require-
ments applicable under the Older Americans Act
of 1965 (42 U.8.C. 3001 et seq.) to State agencies
on aging with respect to activities carried out
using funds allotted under section 506(a)(3) of
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such Act (42 U.S8.C. 3056d(a)(3)), except for re-
quirements relating to the basic purposes of
such Act, wage and labor standards, eligibility
of participants in the activities, and standards
for agreements.

(b) CONTENT OF PLANS.—A workforce flexi-
bility parinership plan implemented by a State
under subsection (a) shall include descriptions
of—

(1)(A) the process by which local areas in the
State may submit and obtain approval by the
State of applications for waivers of requirements
applicable under this title; and

(B) the reguirements described in subpara-
graph (A) that are likely to be waived by the
State under the plan;

(2) the requirements applicable under sections
& through 10 of the Wagner-Peyser Act that are
proposed to be waived, if any;

(3) the requirements applicable under the
Older Americans Act of 1965 that are proposed
to be waived, if any;

(4) the outcomes to be achieved by the waivers
described in paragraphs (1) through (3); and

(5) other measures to be taken to ensure ap-
propriate accountability for Federal funds in
connection with the waivers.

(¢) PERIODS.—The Secretary may approve a
workforce fleribility parinership plan for a pe-
riod of not more than 5 years.

(d) OPPORTUNITY FOR PUBLIC COMMENTS.—
Prior to submitting a workforce flexibility part-
nership plan to the Secretary for approval, the
State shall provide to all interested parties and
to the general public adequate notice and a rea-
sonable opportunity for comment on the waiver
requests proposed to be implemented pursuant to
such plan.

SEC. 382. USE OF CERTAIN REAL PROPERTY.

() IN GENERAL—Nolwithstanding any other
provision of law, pursuant to a plan submitted
by a Governor of a State and approved by the
Secretary, the Governor may authorize a public
agency to use, for any of the Junctions of a one-
stop customer service system within the State,
real property in which, as of the effective date
of this Act, the Federal Government has ac-
quired equity through use of funds provided
under title 111 of the Social Security Act (42
U.5.C. 501 et seq.), section %03(c) of such Act (42
U.S8.C. 1103(c)), or the Wagner-Peyser Act (29
U.S.C. 49 et seq.).

(b) USe oF FUNDS.—Subsequent to the com-
mencement of the use of the property described
in subsection (a) for the functions of a one-stop
customer service system, funds provided under
the provisions of law described in subsection (a)
may only be used to acquire further equitly in
such property, or to pay operating and mainte-
nance exrpenses relating to such property in pro-
portion to the extent of the use of such property
attributable to the activities authorized under
such provisions of law.

SEC. 383, CONTINUATION OF STATE ACTIVITIES
AND POLICIES.

(a) IN GENERAL—Notwithstanding any other
provision of this title, the Secretary may not
deny approval of a State plan for a covered
State, or an application of a covered State for fi-
nancial assistance, under this title or find a
covered State (including a statewide partnership
or Governor), or a local area (including a local
partnership or chief elected official) in a covered
State, in violation of a provision of this title, on
the basis that—

(1)(A) the State proposes to allocate or dis-
burse, allocates, or disburses, within the State,
funds made available to the State under section
302 in accordance with the allocation formula
for the type of activities involved, or in accord-
ance with a disbursal procedure or process, used
by the State under prior consistent State law, or

(B) a local parinership in the State proposes
to disburse, or disburses, within the local area,
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Junds made available to a State under section
302 in accordance with a disbursal procedure or
process used by a private industry council under
prior consistent State law;

(2) the State proposes to carry out or carries
out a State procedure through which local areas
use, as fiscal agents for funds made available to
the State under section 302 and allocated within
the State, fiscal agents selected in accordance
with a process established under prior consistent
State law;

(3) the State proposes to carry out or carries
out a State procedure through which the local
partnerships in the State (or the local partner-
ships, the chief elected officials in the State, and
the Governor) designate or select the one-stop
partners and one-stop customer service center
operators of the statewide system in the State
under prior consistent State law, in liew of mak-
ing the appointment, designation, or certifi-
cation described in section 311 (regardless of the
date the one-stop customer service systems in-
volved have been established);

(4) the State proposes to carry out or carries
out a State procedure through which the per-
sons responsible for selecting eligible providers
Jor purposes of subtitle A are permitted to deter-
mine that a provider shall not be selected to pro-
vide both intake services under section 315(cH2)
and training services under section 315(c)(3),
under prior consistent State law;

(53) the State proposes lo designale or des-
ignates a statewide partnership, or proposes to
assign or assigns functions and roles of the
stalewide partnership (including determining
the time periods for development and submission
of a State plan required under section 304), for
purposes of subtitle A in accordance with prior
consistent State law; or

(6) a local partnership in the State proposes to
use or carry out, uses, or carries out a local plan
(including assigning functions and roles of the
local partnership) for purposes of subtitle A in
accordance with the authorities and require-
ments applicable to local plans and private in-
dustry councils under prior consistent State
law.

(b) DEFINITION.—In this section:

(1) COVERED STATE.—The term ‘'‘covered
State'' means a State that enacted a State law
described in paragraph (2).

(2) PRIOR CONSISTENT STATE LAW.—The term
“prior consistent State law'' means a State law,
not inconsistent with the Job Training Partner-
ship Act or any other applicable Federal law,
that took effect on September 1, 1993, September
1, 1995, or September 1, 1997.

Subtitle E—Repeals and Conforming
Amendments
SEC. 391. REPEALS.

(a) GENERAL IMMEDIATE REPEALS.—The fol-
lowing provisions are repealed:

(1) Section 204 of the Immigration Reform and
Control Act of 1986 (8 U.S.C. 1255a note).

(2} Title II of Public Law 95-250 (92 Stat. 172).

(3) The Displaced Homemakers Self-Suffi-
ciency Assistance Act (29 U.S.C. 2301 et seq.).

(4) Section 211 of the Appalachian Regional
Development Act of 1965 (40 U.S.C. App. 211).

(5) Subtitle C of title VII of the Stewart B.
McKinney Homeless Assistance Act (42 U.S.C.
11441 et seq.), except section 738 of such title (42
U.8.C. 11448).

(6) Subchapter [ of chapter 421 of title 49,
United States Code.

(b) SUBSEQUENT REPEALS.—The following pro-
visions are repealed:

(1) The Job Training Partnership Act (29
U.S8.C. 1501 et seq.).

(2) Title VII of the Stewart B. McKinney
Homeless Assistance Act (42 U.S.C. 11421 et
seq.), except subtitle B and section 738 of such
title (42 U.S.C. 11431 et seq. and 11448).

SEC. 392. CONFORMING AMENDMENTS.

(a) PREPARATION.—After consultation with

the appropriate committees of Congress and the



8008

Divector of the Office of Management and
Budget, the Secretary shall prepare rec-
ommended legislation containing technical and
conforming amendments to reflect the changes
made by this subtitle.

(b) SUBMISSION TO CONGRESS.—Not later than
6 months after the date of enactment of this Act,
the Secretary shall submit to Congress the rec-
ommended legislation referred to under sub-
section (a).

SEC. 393. EFFECTIVE DATES.

(a) IMMEDIATE REPEALS.—The repeals made
by section 391(a) shall take effect on the date of
enacitment of this Act.

(b) SUBSEQUENT REPEALS.—The repeals made
by section 391(b) shall take effect on July 1,
1999.

TITLE IV—WORKFORCE INVESTMENT-
RELATED ACTIVITIES
Subtitle A—Wagner-Peyser Act
SEC. 401. DEFINITIONS.

Section 2 of the Wagner-Peyser Act (29 U.S.C.
49a) is amended—

(1) in paragraph (1)—

{A) by striking “or officials’’; and

(B) by striking *“‘Job Training Partnership
Aect" and inserting ‘*Workforce Investment Part-
nership Act of 1998";

(2) by striking paragraphs (2) and (4);

(3) by redesignating paragraphs (3) and (5) as
paragraphs (5) and (6), respectively;

(4) by inserting after paragraph (1) the fol-
lowing:

“(2) the term ‘local workforce investment
area’ means a local workforce investment area
designated under section 307 of the Workforce
Investment Partnership Act of 1998;

*'(3) the term ‘local workforce investment part-
nership' means a local workforce investment
partnership established under section 308 of the
Workforce Investment Partnership Act of 1998;

“(4) the term ‘ome-stop customer service sys-
tem' means a one-stop customer service system
established under section 315(b) of the Work-
force Investment Parinership Act of 1998;"; and

(5) in paragraph (5) (as redesignated in para-
graph (3)), by striking the semicolon and insert-
ing “; and".

SEC. 402. FUNCTIONS.

(a) IN GENERAL.—Section 3 of the Wagner-
Peyser Act (29 U.S.C. 49b) is amended—

(1) in subsection (a), by striking ‘‘United
States Employment Service' and inserting *‘Sec-
retary'’; and

(2) by adding at the end the following:

““(e) The Secretary shall—

(1) assist in the coordination and develop-
ment of a nationwide system of public labor ex-
change services, provided as part of the one-stop
customer service systems of the States;

“(2) assist in the development of continuous
improvement models for such nationwide system
that ensure private sector satisfaction with the
system and meet the demands of jobseekers re-
lating to the system; and

“(3) ensure, for individuals otherwise eligible
to receive unemployment compensation, the pro-
vision of reemployment services and other activi-
ties in which the individuals are required to
participate to receive the compensation.’ .

(b) CONFORMING AMENDMENTS.—Section
S08(b)(1) of the Unemployment Compensation
Amendments of 1976 (42 U.S.C. 603a(b)(1)) is
amended—

(1) by striking *'the third sentence of section
3(a)'" and inserting ‘‘section 3(b)"'; and
(2) by striking ‘'49b(a)" and

“49b(b))"".
SEC. 403. DESIGNATION OF STATE AGENCIES.

Section 4 of the Wagner-Peyser Act (29 U.S.C.
49¢) is amended—

(1) by striking **, through its legisiature,’’ and
inserting *', pursuant to State statute,"'’;

inserting
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(2) by inserting after “the provisions of this
Act and’ the following: ", in accordance with
such State statute, the Governor shall”; and

(3) by striking “'United States Employment
Service"' and inserting ‘‘Secretary’'.

SEC. 404. APPROPRIATIONS.

Section 5(c) of the Wagner-Peyser Act (29
U.S.C. 49d(c)) is amended by striking paragraph
(3).

SEC. 405. DISPOSITION OF ALLOTTED FUNDS.

Section 7 of the Wagner-Peyser Act (29 U.S.C.
49f) is amended—

(1) in subsection (b)(2), by striking ‘‘private
industry council” and inserling ‘‘local work-
force investment parinership’’;

(2) in subsection (¢)(2), by striking “‘any pro-
gram under” and all that follows and inserting
“any workforce investment activity carried out
under the Workforce Investment Partnership
Act of 1998."";

(3) in subsection (d)—

(A) by striking “United States Employment
Service" and inserting *‘Secretary’’; and

(B) by striking ‘‘Job Training Partnership
Act" and inserting “Workforce Investment Part-
nership Act of 1998""; and

(4) by adding at the end the following:

“‘fe) All job search, placement, recruilment,
labor market information, and other labor ex-
change services authorized under subsection (a)
shall be provided, consistent with the other re-
quirements of this Act, as part of the one-stop
customer service system established by the
State.".

SEC. 406. STATE PLANS.

Section 8§ of the Wagner-Peyser Act (29 U.S.C.
49g) is amended—

(1) in subsection (a) to read as follows:

“fa) Any State desiring to receive assistance
under this Act shall submit to the Secretary, as
part of the State plan submitted under section
304 of the Workforce Investment Partnership Act
of 1998, detailed plans for carrying out the pro-
visions of this Act within such State.’';

(2) by striking subsections (b) and (c);

(3) by redesignating subsection (d) as sub-
section (b);

(4) by inserting after subsection (b) the fol-
lowing:

*(e) The part of the State plan described in
subsection (a) shall include the information de-
scribed in paragraphs (9) and (17) of section
304(b) of the Workforce Investment Partnership
Act of 1998."";

(5) by redesignating subsection (e) as sub-
section (d); and

(6) in subsection (d) (as redesignated in para-
graph (5)), by striking “‘such plans' and insert-
ing "‘such detailed plans’'.

SEC. 407. ngm OF FEDERAL ADVISORY COUN-
IL.

Section 11 of the Wagner-Peyser Act (29
U.8.C. 49]) is amended by striking “'11."” and all
that follows through *'(b) In'" and inserting “‘11.
In".

SEC. 408. REGULATIONS.

Section 12 of the Wagner-Peyser Act (29
U.8.C. 49k) is amended by striking “The Direc-
tor, with the approval of the Secretary of
Labor," and inserting *‘The Secretary''.

SEC. 409. LABOR MARKET INFORMATION.

The Wagner-Peyser Act is amended—

(1) by redesignating section 15 (29 U.S.C. 49
note) as section 16; and

(2) by inserting after section 14 (29 U.S.C. 49]1-
1) the following:

“SEC. 15. LABOR MARKET INFORMATION.

*(a) SYSTEM CONTENT,—

'"(1) IN GENERAL.—The Secretary, in accord-
ance with the provisions of this section, shaill
oversee the development, maintenance, and con-
tinuous improvement of a system of labor market
information that includes—
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‘(A) statistical data from cooperative stalis-
tical survey and projection programs and data
Jrom administrative reporting systems that,
taken together, enumerate, estimate, and project
the employment opportunities at the national,
State, and local levels in a timely manner, in-
cluding data on—

(i) employment and unemployment status of
the national, State, and local populations, as
such data are developed by the Bureau of Labor
Statistics and other sources;

“(ii) industrial distribution of occupations, as
well as current and projected employment op-
portunities and skill trends by occupation and
industry, with particular attention paid to State
and local employment opportunities;

“(iii) the incidence of, industrial and geo-
graphical location of, and number of workers
displaced by, permanent layoffs and plant clos-
ings; and

“fiv) employee information maintained in a
longitudinal manner and collected (as of the
date of enactment of the Workforce Investment
Partnership Act of 1998) by States;

*“(B) State and local employment information,
and other appropriate statistical data related to
labor market dynamics (compiled for States and
localities with technical assistance provided by
the Secretary), which shall—

‘(i) be current and comprehensive, as of the
date used;

“(ii) assist individuals to make informed
choices relating to employment and training,;
and

“'(iii) assist employers to locate, identify skill
traits of, and train individuals who are seeking
employment and training;

“(C) technical standards (which the Secretary
shall make publicly available) for data and in-
formation described in subparagraphs (A) and
(B) that, at a minimwn, meet the criteria of
chapter 35 of title 44, United States Code;

‘(D) procedures to ensure compatibility and
additivity of the data and information described
in subparagraphs (A) and (B) from national,
State, and local levels;

"“(E) procedures to support standardization
and aggregation of data from administrative re-
porting systems described in subparagraph (A)
of employment-related programs;

“(F) analysis of data and information de-
scribed in subparagraphs (4) and (B) for uses
such as State and local policymaking;

‘(G) wide dissemination of such data, infor-
mation, and analysis, training for users of the
data, information, and analysis, and voluntary
technical standards for dissemination mecha-
nisms; and

““(H) programs of—

(i) research and demonstration; and

*(ii) technical assistance for States and local-
ities.

“(2) INFORMATION TO BE CONFIDENTIAL.—

*“(A) IN GENERAL.—No officer or employee of
the Federal Government or agent of the Federal
Government may—

“(i) use any submission that is furnished for
exclusively statistical purposes under the provi-
sions of this section for any purpose other than
the statistical purposes for which the submission
is furnished;

**(ii) make any publication or media trans-
mittal of the data contained in the submission
described in clause (i) that permits information
concerning individual subjects to be reasonably
inferred by either direct or indirect means, or

“(iti) permit anyone other than a sworn offi-
cer, employee, or agent of any Federal depart-
ment or agency, or a contractor (including an
employee of a contractor) of such department or
agency, to examine an individual submission de-
scribed in clause (i);
without the consent of the individual, agency,
or other person who is the subject of the submis-
sion or provides that submission.
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“(B) IMMUNITY FROM LEGAL PROCESS.—Any
submission (including any data derived from the
submission) that is collected and retained by a
Federal department or agency, or an officer, em-
ployee, agent, or contractor of such a depart-
ment or agency, for exclusively statistical pur-
poses under this section shall be immune from
the legal process and shall not, without the con-
sent of the individual, agency, or other person
who is the subject of the submission or provides
that submission, be admitted as evidence or used
for any purpose in any action, suit, or other ju-
dicial or administrative proceeding.

*(C) CONSTRUCTION.—Nothing in this section
shall be construed to provide immunity from the
legal process for such submission (including any
data derived from the submission) if the submis-
sion is in the possession of any person, agency,
or entity other than the Federal Government or
an officer, employee, agent, or contractor of the
Federal Government, or if the submission is
independently collected, retained, or produced
for purposes other than the purposes of this Act.

“'(b) SYSTEM RESPONSIBILITIES.—

*(1) IN GENERAL.—The labor market informa-
tion system shall be planned, administered,
overseen, and evaluated through a cooperative
governance structure involving the Federal Gou-
ernment and States.

“t2) DUTIES.—The Secretary, with respect to
data collection, analysis, and dissemination of
labor market information for the system, shall
carry out the following duties:

““(A) Assign responsibilities within the Depart-
menl of Labor for elements of the system de-
scribed in subsection (a) to ensure thatl all sta-
tistical and administrative data collected is con-
sistent with appropriate Bureau of Labor Statis-
tics standards and definitions.

"(B) Actively seek the cooperation of other
Federal agencies to establish and maintain
mechanisms for ensuring complementarity and
nonduplication in the development and oper-
ation of statistical and administrative data col-
lection activities.

*(C) Eliminate gaps and duplication in statis-
tical undertakings, with the systemization of
wage surveys as an early priority.

(D) In collaboration with the Bureau of
Labor Statistics and States, develop and main-
tain the elements of the system described in sub-
section (a), including the development of con-
sistent definitions for use by the States in col-
lecting the data and information described in
subparagraphs (A) and (B), of subsection (a)(1)
and the development of the annual plan under
subsection (c).

‘“(E) Establish procedures for the system to
ensure that—

(i) such data and information are timely;

“'(it) administrative records for the system are
consistent in order to facilitate aggregation of
such data and information;

“(iii) paperwork and reporting for the system
are reduced to a minimum, and

“(iv) States and localities are fully involved in
the maintenance and continuous improvement
of the system at the State and local levels.

“(¢c) ANNUAL PLAN.—The Secretary, with the
assistance of the States and the Bureau of
Labor Statistics, and with the assistance of
other appropriate Federal agencies, shall pre-
pare an annual plan which shall be the mecha-
nism for achieving cooperative management of
the nationwide labor market information system
described in subsection (a) and the statewide
labor market information systems that comprise
the nationwide system. The plan shall—

“(1)(A) describe the elements of the system de-
scribed in subsection (a), including standards,
definitions, formats, collection methodologies,
and other necessary system elements, for use in
collecting data and information described in
su?ipamgmphs (4) and (B) of subsection (a)1);
an
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“(B) include assurances that—

(i) the data will be timely and detailed;

Y(ii) administrative records will be standard-
ized to facilitate the aggregation of the data
from local areas to State and national levels and
to support the creation of new statistical series
from program records; and

“(iii) paperwork and reporting requirements
Jor employers and individuals will be reduced;

“(2) include a report on the results of an an-
nual consumer satisfaction review concerning
the performance of the system, including the
performance of the system in addressing the
needs of Congress, States, localities, employers,
jobseekers, and other consumers;

*(3) evaluate the performance of the system
and recommend needed improvements, taking
into consideration the results of the consumer
satisfaction review, with particular attention
paid to the improvements needed at the State
and local levels;

“(4) describe annual priorities, and priorities
over 5 years, for the system;

“(5) describe current (as of the date of the
submission of the plan) spending and spending
needs to carry out activities under this section,
including the costs to States and localities of
meeting the requirements of subsection (e)(2);
and

“(6) describe the involvement of States in the
development of the plan, through formal con-
sultations conducted by the Secretary in co-
operation with representatives of the Governors
of every State, and with representatives of local
partnerships, pursuant to a process established
by the Secretary in cooperation with the States.

“(d) COORDINATION WITH THE STATES.—The
Secretary and the Bureau of Labor Statistics, in
cooperation with the States, shall—

(1) develop the annual plan described in sub-
section (c¢) by holding formal consultations, at
least once each quarter, on the products and ad-
ministration of the nationwide labor market in-
formation system; and

“(2) hold the consultations with representa-
tives from each of the 10 Federal regions of the
Employment and Training Administration,
elected (pursuant to a process established by the
Secretary) by and from the State labor market
information directors affiliated with the State
agencies that perform the duties described in
subsection (e)(2).

‘'(e) STATE RESPONSIBILITIES.—

“(1) DESIGNATION OF STATE AGENCY.—In order
to receive Federal financial assistance under
this section, the Governor of a State—

“(A)(i) except as provided in clause (ii), shall
designate a single State agency to be responsible
for the management of the portions of the sys-
tem described in subsection (a) that comprise a
statewide labor market information system; and

““(ii) may assign the State occupational infor-
mation coordinating committee established
under section 422 of the Carl D. Perkins Voca-
tional and Applied Technology Education Act
(as in effect on the day before the date of enact-
ment of the Workforce Investment Partnership
Act of 1998), the responsibility to carry out the
Junctions of the system relating to labor market
information that such committee carried out on
the day prior to such date of enactment; and

“(B) shall establish a process for the oversight
of such system.

“(2) DuTies.—In order to receive Federal fi-
nancial assistance under this section, the State
agency shall—

“(A) consult with State and local employers,
participants, and local partnerships about the
labor market relevance of the data to be col-
lected and disseminated through the statewide
labor market information system;

“(B) consult with State educational agencies
and local educational agencies concerning pro-
viding labor market information in order to meet
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the needs of secondary school and postsec-
ondary school students who seek such informa-
tion;

“(C) collect and disseminate for the system, on
behalf of the State and localities in the State,
the information and data described in subpara-
graphs (A) and (B) of subsection (a)(1);

(D) maintain and continuously improve the
statewide labor market information system in
accordance with this section;

‘“(E) perform contract and grant responsibil-
ities for data collection, analysis, and dissemi-
nation for such system;

“(F) conduct such other data collection, anal-
ysis, and dissemination activities as will ensure
an effective statewide labor market information
system;

“(G) actively seek the participation of other
State and local agencies in data collection,
analysis, and dissemination activities in order to
ensure complementarity, compatibility, and use-
Sfulness of data,;

‘‘(H) participate in the development of the an-
nual plan described in subsection (¢); and

(1) uttlize the quarterly records described in
sections 321(/)(2) and 312 of the Workforce In-
vestment Partnership Act of 1998 to assist the
State and other States in measuring State
progress on State performance measures.

“(3) RULE OF CONSTRUCTION.—Nothing in this
section shall be construed as limiting the ability
of a State agency to conduct additional data
collection, analysis, and dissemination activities
with State funds or with Federal funds from
sources other than this section.

“(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to carry
out this section such sums as may be necessary
for each of fiscal years 1999 through 2004,

“(g) DEFINITIONS.—In this section, the terms
‘local area’ and ‘local partnership' have the
meanings given the terms in section 2 of the
Workforce Investment Partnership Act of 1998."".
SEC. 410. TECHNICAL AMENDMENTS.

Sections 3(b), 6(b)(1), and 7(d) of the Wagner-
Peyser Act (29 U.S.C. 49b(b), 49e(b)(1), and
49f(d)) are amended by striking ‘“‘Secretary of
Labor" and inserting “‘Secretary’’.

Subtitle B—Linkages With Other Programs
SEC. 421. TRADE ACT OF 1974.

Section 241 of the Trade Act of 1974 (19 U.S.C.
2313) is amended by adding at the end the fol-
lowing:

“(d) To be eligible to receive funds under this
section, a State shall submit to the Secretary an
application that includes the description and in-
formation described in paragraphs (9 and (17)
of section 304(b) of the Workforce Investment
Partnership Act of 1998.".

SEC. 422. VETERANS' EMPLOYMENT PROGRAMS.

Chapter 41 of title 38, United States Code, is
amended by adding at the end the following:
“§4110B. Coordination and nonduplication

“In carrying out this chapter, the Secretary
shall require that an appropriate administrative
entity in each State enter into an agreement
with the Secretary regarding the implementation
of this Act that includes the description and in-
formation described in paragraphs (9) and (17)
of section 304(b) of the Workforce Investment
Partnership Act of 1998."".

SEC. 423. OLDER AMERICANS ACT OF 1965,

Section 502(b)(1) of the Older Americans Act
of 1965 (42 U.S.C. 3056(b)(1)) is amended—

(1) in subparagraph (0O), by striking *'; and”
and inserting a semicolon;

(2) in subparagraph (P), by striking the period
and inserting *'; and''; and

(3) by adding at the end the following sub-
paragraph:

“(Q) will provide to the Secretary the descrip-
tion and information described in paragraphs
(9) and (17) of section 304(b) of the Workforce
Investment Partnership Act of 1998."".
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Subtitle C—Twenty-First Century Workforce
Commission
SEC. 431. SHORT TITLE.

This subtitle may be cited as the "Twenty-
First Century Workforce Commission Act''.

SEC. 432. FINDINGS.

Congress finds that—

(1) information technology is one of the fastest
growing areas in the United States economy;

(2) the United States is a world leader in the
information technology industry;

(3) the continued growth and prosperity of the
information technology industry is important to
the continued prosperity of the Uniled States
economy;

(4) highly skilled employees are essential for
the success of business entities in the informa-
tion technology indusiry and other business en-
tities that use information technology;

(5) employees in information technology jobs
are highly paid;

(6) as of the date of enactment of this Act,
these employees are in high demand in all in-
dustries and all regions of the United States;
and

(7) through a concerted effort by business en-
tities, the Federal Government, the governments
of States and political subdivisions of States,
and educational institutions, more individuals
will gain the skills necessary to enter into @
technology-based job market, ensuring that the
United States remains the world leader in the
information technology industry.

SEC. 433. DEFINITIONS.

In this subtitle:

(1) BUSINESS ENTITY.—The term ‘‘business en-
tity'' means a firm, corporation, association,
partnership, consortium, joint venture, or other
form of enterprise.

(2) CoMMISSION. —The term ‘‘Commission’’
means the Twenty-First Century Workforce
Commission established under section 434.

(3) INFORMATION TECHNOLOGY.—The term “‘in-
formation technology' has the meaning given
that term in section 5002 of the Information
Technology Management Reform Act of 1996
(110 Stat. 679).

(4) STATE.—The term ‘‘State’ means each of
the several States of the United States and the
District of Columbia.

SEC. 434. ESTABLISHMENT OF TWENTY-FIRST
CENTURY WORKFORCE COMMISSION.

(@) ESTABLISHMENT.—There is established a
commission to be known as the Twenty-First
Century Workforce Commission.

(b) MEMBERSHIP.—

(1) COMPOSITION.—

(A) IN GENERAL.—The Commission shall be
composed of 21 members, of which—

(i) 7 members shall be appointed by the Presi-
dent;

(ii) 7 members shall be appointed by the Ma-
jority Leader of the Senate; and

(iii) 7 members shall be appointed by the
Speaker of the House of Representatives.

(B) GOVERNMENTAL REPRESENTATIVES.—Of the
members appointed under this subsection—

(i) I member shall be an officer or employee of
the Department of Labor, who shall be ap-
pointed by the President;

(ii) 1 member shall be an officer or employee of
the Department of Education, who shall be ap-
pointed by the President; and

(iii) 2 members shall be representatives of the
governments of States and political subdivisions
of States, 1 of whom shall be appointed by the
Majority Leader of the Senate and 1 of whom
shall be appointed by the Speaker of the House
of Representatives.

(C) EDUCATORS.—Of the members appointed
under this subsection, 6 shall be educators who
are selected from among elementary, secondary,
vocational, and postsecondary educators—
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(i) 2 of whom shall be appointed by the Presi-
dent;

(ii) 2 of whom shall be appointed by the Ma-
jority Leader of the Senate; and

(iii) 2 of whom shall be appointed by the
Speaker of the House of Representatives.

(D) BUSINESS REPRESENTATIVES.—

(i) IN GENERAL.—Of the members appointed
under this subsection, at least 4 shall be individ-
uals who are employed by non-information tech-
nology business entities.

(ii) Size.—Members appointed under this sub-
section in accordance with clause (i) shall, to
the exrtent practicable, include individuals from
business entities of a size that is small or aver-
age for a non-information technology business
entity.

(2) DATE.—The appointments of the members
of the Commission shall be made by the later
of—

(A) October 31, 1998; or

(B) the date that is 45 days after the date of
enactment of this Act.

(c¢) PERIOD OF APPOINTMENT; VACANCIES.—
Members shall be appointed for the life of the
Commission. Any vacancy in the Commission
shall not affect its powers, but shall be filled in
the same manner as the original appointment.

(d) INITIAL MEETING.—No later than 30 days
after the date on which all members of the Com-
mission have been appointed, the Commission
shall hold its first meeting.

(e) MEETINGS.—The Commission shall meet at
the call of the Chairperson.

(f) QUORUM.—A majority of the members of
the Commission shall constitute a quorum, but a
lesser number of members may hold hearings.

(g) CHAIRPERSON AND VICE CHAIRPERSON.—
The Commission shall select a chairperson and
vice chairperson from among its members.

SEC. 435. DUTIES OF THE COMMISSION.

(a) STUDY.—

(1) IN GENERAL.—The Commission shall con-
duct a thorough study of all matters relating to
the information technology workforce in the
United Stlates.

(2) MATTERS STUDIED.—The matters studied
by the Commission shall include an eramination
of—

(A) the skills necessary to enter the informa-
tion technology workforce;

(B) ways to erpand the number of skilled in-
formation technology workers; and

(C) the relative efficacy of programs in the
United States and foreign countries to train in-
formation technology workers, with special em-
phasis on programs that provide for secondary
education or postsecondary education in a pro-
gram other than a 4-year baccalaureate program
(including associate degree programs and grad-
uate degree programs).

(3) PUBLIC HEARINGS.—As part of the study
conducted under this subsection, the Commis-
sion shall hold public hearings in each region of
the United States concerning the issues referred
to in subparagraphs (A) and (B) of paragraph
{2).

(4) EXISTING INFORMATION—To the extent
practicable, in carrying out the study under this
subsection, the Commission shall identify and
use eristing information related to the issues re-
ferred to in subparagraphs (A) and (B) of para-
graph (2).

(5) CONSULTATION WITH CHIEF INFORMATION
OFFICERS COUNCIL.—In carrying out the study
under this subsection, the Commission shall con-
sult-with the Chief Information Officers Council
established under Evecutive Order No. 13011.

{b) REPORT.—Not later than 6 months after
the first meeting of the Commission, the Commis-
sion shall submit a report to the President and
the Congress that shall contain a detailed state-
ment of the findings and conclusions of the
Commission resulting from the study, together
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with its recommendations for such legislation
and administrative actions as the Commission
considers to be appropriate.

(¢) FACILITATION OF EXCHANGE OF INFORMA-
TION.—In carrying out the study under sub-
section (a), the Commission shall, to the extent
practicable, facilitate the exchange of informa-
tion concerning the issues that are the subject of
the study among—

(1) officials of the Federal Government and
the governments of States and political subdivi-
sions of States; and :

(2) educators from Federal, State, and local
institutions of higher education and secondary
schools.

SEC. 436. POWERS OF THE COMMISSION.

(a) HEARINGS.—The Commission may hold
such hearings, sit and act at such times and
places, take such testimony, and receive such
evidence as the Commission considers advisable
to carry out the purposes of this subtitle.

(b) INFORMATION FROM FEDERAL AGENCIES.—
The Commission may secure directly from any
Federal department or agency such information
as the Commission considers necessary to carry
out the provisions of this subtitle. Upon request
of the Chairperson of the Commission, the head
of such department or agency shall furnish such
information to the Commission.

(¢) POSTAL SERVICES.—The Commission may
use the United States mails in the same manner
and under the same conditions as other depart-
ments and agencies of the Federal Government.

(d) GIFTs.—The Commission may accept, use,
and dispose of gifts or donations of services or
property.

SEC. 437. COMMISSION PERSONNEL MATTERS.

(a) COMPENSATION OF MEMBERS.—Except as
provided in subsection (b), each member of the
Commission who is not an officer or employee of
the Federal Government shall serve without
compensation. All members of the Commission
who are officers or employees of the United
States shall serve without compensation in addi-
tion to that received for their services as officers
or employees of the United States.

(b) TRAVEL EXPENSES.—The members of the
Commission shall be allowed travel erpenses, in-
cluding per diem in lieu of subsistence, at rates
authorized for employees of agencies under sub-
chapter I of chapter 57 of title 5, United States
Code, while away from their homes or regular
places of business in the performance of services
for the Commission.

(¢) STAFF.—

(1) IN GENERAL.—The Chairperson of the Com-
mission may, without regard to the civil service
laws and regulations, appoint and terminate an
erecutive director and such other additional
personnel as may be necessary to enable the
Commission to perform its duties. The employ-
ment of an evecutive director shall be subject to
confirmation by the Commission.

(2) COMPENSATION.—The Chairperson of the
Commission may fir the compensation of the er-
ecutive director and other personnel without re-
gard to the provisions of chapter 51 and sub-
chapter 111 of chapter 53 of title 5, United States
Code, relating to classification of positions and
General Schedule pay rates, except that the rate
of pay for the executive director and other per-
sonnel may not exceed the rate payable for level
V of the Erecutive Schedule under section 5316
of such title.

(d) DETAIL OF GOVERNMENT EMPLOYEES.—
Any Federal Government employee may be de-
tailed to the Commission without reimburse-
ment, and such detail shall be without interrup-
tion or loss of civil service status or privilege.

() PROCUREMENT OF TEMPORARY AND INTER-
MITTENT SERVICES.—The Chairperson of the
Commission may procure temporary and inter-
mittent services under section 3109(b) of title 5,
United States Code, at rates for individuals that
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do not erceed the daily equivalent of the annual
rate of basic pay prescribed for level V of the
Ezxecutive Schedule under section 5316 of such
title.

SEC. 438. TERMINATION OF THE COMMISSION.

The Commission shall terminate on the date
that is 90 days after the date on which the Com-
mission submits its report under section 435(b).
SEC. 439. AUTHORIZATION OF APPROPRIATIONS,

(a) IN GENERAL.—There are authorized to be
appropriated such sums as may be necessary for
fiscal year 1999 to the Commission to carry out
the purposes of this subtitle. !

(b) AVAILABILITY.—Any sums appropriated
under the authorization contained in this sec-
tion shall remain available, without fiscal year
limitation, until expended.

TITLE V—GENERAL PROVISIONS
SEC. 501. STATE UNIFIED PLAN.

(@) DEFINITION OF APPROPRIATE SECRETARY.—
In this section, the term ‘“appropriate Sec-
retary'' means the head of the Federal agency
who erercises administrative authority over an
activity or program described in subsection (b).

(b) STATE UNIFIED PLAN.—

(1) IN GENERAL—A State may develop and
submit to the appropriate Secretaries a State
unified plan for 2 or more of the activities or
programs set forth in paragraph (2). The State
unified plan shall cover 1 or more of the activi-
ties set forth in subparagraphs (A) through (C)
of paragraph (2) and may cover 1 or more of the
activities set forth in subparagraphs (D)
through (M) of paragraph (2).

(2) AcrmviTies.—The activities and programs
referred to in paragraph (1) are as follows:

(A) Activities authorized under title I.

(B) Activities authorized under title I1.

(C) Activities authorized under title I11.

(D) Programs authorized under section 6(d) of
the Food Stamp Act of 1977 (T U.S.C. 2015(d)).

(E) Work programs authorized under section
6(0) of the Food Stamp Act of 1977 (7 U.S.C.
2015(0)).

(F) Activities authorized under chapter 2 of
title II of the Trade Act of 1974 (19 U.S.C. 2271
et seq.).

{G) Programs authorized under the Wagner-
Peyser Act (29 U.S.C. 49 et seq.).

(H) Programs authorized under title I of the
Rehabilitation Act of 1973 (29 U.S.C. 720 el seq.),
other than section 112 of such Act (29 U.S.C.
732).

(1) Activities authorized under chapter 41 of
title 38, United States Code.

(J) Programs authorized under State unem-
ployment compensation laws (in accordance
with applicable Federal law).

(K) Programs authorized under part A of title
IV of the Social Security Act (42 U.S.C. 601 et
seq.).

(L) Programs authorized under title V of the
Older Americans Act of 1965 (42 U.S.C. 3056 et
seq.).

(M) Training activities carried out by the De-
partment of Housing and Urban Development.

(c) REQUIREMENTS.—

(1) IN GENERAL.—The portion of a State uni-
fied plan covering an activity or program de-
seribed in subsection (b) shall be subject to the
requirements, if any, applicable to a plan or ap-
plication for assistance under the Federal stat-
ute authorizing the activity or program.

(2) ADDITIONAL SUBMISSION NOT REQUIRED.—A
State that submits a State unified plan covering
an activity or program described in subsection
(b) that is approved under subsection (d) shall
not be required to submit any other plan or ap-
plication in order to receive Federal funds to
carry out the activity or program.

(3) COORDINATION.—A State unified plan shall
include—

(A) a description of the methods used for joint
planning and coordination of the programs and
activities included in the unified plan; and
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(B) an assurance that the methods included
an opportunity for the entities responsible for
planning or administering such programs and
activities to review and comment on all portions
of the unified plan.

(d) APPROVAL BY THE APPROPRIATE SECRE-
TARIES.—

(1) JurispicTioN.—The appropriate Secretary
shall have the authority to approve the portion
of the State unified plan relating to the activity
or program over which the appropriate Sec-
retary erercises administrative authority. On
the approval of the appropriate Secretary, the
portion of the plan relating to the activity or
program shall be implemented by the State pur-
suant to the applicable portion of the State uni-
fied plan.

(2) APPROVAL.—

(A) IN GENERAL.—A portion of the State uni-
fied plan covering an activity or program de-
scribed in subsection (b) that is submitted to the
appropriate Secrelary under this section shall be
considered to be approved by the appropriate
Secretary at the end of the 90-day period begin-
ning on the day the appropriate Secretary re-
ceives the portion, unless the appropriate Sec-
retary makes a written determination, during
the 90-day period, that the portion is not con-
sistent with the requirements of the Federal
statute authorizing the activity or program in-
cluding the criteria for approval of a plan or ap-
plication, if any, under such statute or the plan
is not consistent with the requirements of sub-
section (¢)(3).

(B) SPECIAL RULE.—In subparagraph (A), the
term “‘criteria for approval of a State plan”, re-
lating to activities carried out under title I, II,
or I, includes a requirement for agreement be-
tween the State and the appropriate Secretary
regarding State performance measures, includ-
ing levels of performance.

SEC. 502. DEFINITIONS FOR CORE INDICATORS
OF PERFORMANCE.

{a) IN GENERAL.—In order to ensure nation-
wide comparability of performance data, the
Secretary of Labor and the Secretary of Edu-
cation, after consultation with the representa-
tives described in subsection (b), shall issue defi-
nitions for performance measures established
under tlitles I and IT and definitions for core in-
dicators of performance for performance meas-
ures established under title 111.

(b) REPRESENTATIVES.—The representatives re-
ferred to in subsection (a) are representatives of
States and political subdivisions, business and
industry, employees, eligible providers of em-
ployment and training activities (as defined in
section 2(13)(B)), educators, participants in ac-
tivities carried out under this Act, State Direc-
tors of vocational education, State Directors of
adult education, providers of vocational edu-
cation, providers of adult education, providers
of literacy services, individuals with expertise in
serving the employment and training needs of
disadvantaged youth (as defined in section
302(b)(3)(C)), parents, and other interested par-
ties, with erpertise regarding activities author-
ized under this Act.

SEC. 503. TRANSITION PROVISIONS.

The Secretary of Education or the Secretary
of Labor, as appropriate, shall take such steps
as such Secretary determines to be appropriate
to provide for the orderly transition to the au-
thority of this Act from any authority under
provisions of law to be repealed under subtitle E
of title I, subtitle B of title I1I, or subtitle E of
title 111, or any related authority.

SEC. 504. PRIVACY.

Nothing in this Act shall be construed to su-
persede the privacy protections afforded parents
and students under section 444 of the General
Education Provisions Act (20 U.S.C. 1232g), as
added by the Family Educational Rights and
Privacy Act of 1974 (section 513 of Public Law
93-380; 88 Stat. 571).
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SEC. 505. LIMITATION.

None of the funds made available under this
Act may be used to carry out activities author-
ized under the School-to-Work Opportunities
Act of 1994 (20 U.S.C. 6101 et seq.).

SEC. 506. EFFECTIVE DATE.

(a) IN GENERAL—Ezxcept as otherwise pro-
vided in this Act, this Act takes effect on July
1, 1999.

(b) EARLY IMPLEMENTATION.—AL the option of
a State, the Governor of the State and the chief
official of the eligible agencies in the State may
use funds made available under a provision of
law described in section 503, or any related au-
thority to implement this Act at any time prior
to July 1, 1999.

(¢) EARLY IMPLEMENTATION AND TRANSITION
PROVISIONS.—Section 503 and this section take
effect on the date of enactment of this Act.

(d) TWENTY-FIRST CENTURY WORKFORCE COM-
MISSION.—Subtitle C of title IV takes effect on
the date of enactment of this Act.

TITLE VI—REHABILITATION ACT
AMENDMENTS OF 1998
SEC. 601. SHORT TITLE.

This title may be cited as the '‘Rehabilitation
Act Amendments of 1998,

SEC. 602. TITLE.

The title of the Rehabilitation Act of 1973 is
amended by striking ''to establish special re-
sponsibilities" and all that follows and inserting
the following: “'to create linkage befween State
vocational rehabilitation programs and work-
force investment activities carried out under the
Workforce Investment Partnership Act of 1998,
to establish special responsibilities for the Sec-
retary of Education for coordination of all ac-
tivities with respect to individuals with disabil-
ities within and across programs administered
by the Federal Government, and for other pur-
poses."'.

SEC. 603. GENERAL PROVISIONS.

The Rehabilitation Act of 1973 is amended by
striking the matter preceding title | and insert-
ing the following:

“SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

“(a) SHORT TITLE—This Act may be cited as
the ‘Rehabilitation Act of 1973,

“(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

““Sec. 1. Short title; table of contents.

“Sec. 2. Findings; purpose; policy.

"“Sec. 3. Rehabilitation Services Administration.

“Sec. 4. Advance funding.

“Sec. 5. Joint funding.

““Sec. 7. Definitions.

“Sec. 8. Allotment percentage.

“Sec. 10, Nonduplication.

“Sec. 11. Application of other laws.

“Sec. 12. Administration of the Act.

“Sec. 13. Reports.

“Sec. 14. Evaluation.

“Sec. 15. Information clearinghouse.

“Sec. 16. Transfer of funds.

“Sec. 17. State administration.

“Sec. 18. Review of applications.

“Sec. 19. Carryover.

“Sec. 20. Client assistance information.

“Sec. 21. Traditionally underserved
lations.

“TITLE I—VOCATIONAL REHARBILITATION

SERVICES

“PART A—GENERAL PROVISIONS

100, Declaration of policy, authorization
. of appropriations.

State plans.

Eligibility and individualized reha-
bilitation employment plan.

Vocational rehabilitation services.

Non-Federal share for establishment
of program.

State Rehabilitation Council.

popu-

“Sec.

101.
102

“'Sec.
*Sec.

103.
104.

““Sec.
“Sec.

“Sec. 105.
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“Sec. 106. Evaluation standards and perform-
ance indicators.

“‘Sec. 107. Monitoring and review.

“Sec. 108. Expenditure of certain amounts.

“Sec. 109. Training of employers with respect to
Americans with Disabilities Act of
1990.

“PART B—BASIC VOCATIONAL REHABILITATION
SERVICES
““Sec. 110. State allotments.
“Sec. 111. Payments to States.
“Sec. 112. Client assistance program.

“PART C—AMERICAN INDIAN VOCATIONAL
REHABILITATION SERVICES

“Sec. 121. Vocational rehabilitation
grants.

“PART D—VOCATIONAL REHABILITATION
SERVICES CLIENT INFORMATION

“Sec. 131. Data sharing.
“TITLE II—RESEARCH AND TRAINING

“Sec. 200. Declaration of purpose.

“Sec. 201. Authorization of appropriations.

“Sec. 202. National Institute on Disability and
Rehabilitation Research.

Interagency Committee.

Research and other covered activi-
ties.

Rehabilitation Research  Advisory
Council.

“TITLE  III—PROFESSIONAL DEVELOP-
MENT AND SPECIAL PROJECTS AND
DEMONSTRATIONS

“Sec. 301. Declaration of purpose and competi-
tive basis of grants and contracts.

Training.

Special demonstration program.

Migrant and seasonal farmworkers.

Recreational programs.

Measuring of project outcomes and
performance.

“TITLE IV—NATIONAL COUNCIL ON
DISABILITY

Establishment of National Council on
Disability.

Duties of National Council.

Compensation of National Council
members.

Staff of National Council.

Administrative powers of National
Council.

“Sec. 405. Authorization of Appropriations.

“TITLE V—RIGHTS AND ADVOCACY

“Sec. 501. Employment of individuals with dis-
abilities.

Architectural and Transportation
Barriers Compliance Board.

Employment under Federal
tracts.

Nondiscrimination under
grants and programs.

Remedies and attorneys’ fees.

Secretarial responsibilities.

Interagency Disability Coordinating
Council.

Electronic and information
nology regulations.

Protection and advocacy of indi-
vidual rights.

“TITLE VI—EMPLOYMENT OPPORTUNI-
TIES FOR INDIVIDUALS WITH DISABIL-
ITIES

“Sec. 601. Short title.

“PART A—PROJECTS IN TELECOMMUTING AND
SELF-EMPLOYMENT FOR INDIVIDUALS WITH
DISABILITIES

“Sec. 611. Findings, policies, and purposes.

“Sec. 612. Projects in telecommuting for indi-
viduals with disabilities.

““Sec. 613. Projects in self-employment for indi-
viduals with disabilities.

services

“Sec.
“Sec.

203.
204.

“Sec. 205.

“Sec. 302.
*“Sec. 303.
“Sec. 304.
“*Sec. 305.
“Sec. 306.

“Sec. 400.
“Sec. 401.
“'Sec. 402.

“Sec. 403.
“Sec. 404.

““Sec. 502.

“Sec. 503. con-

“Sec. 504. Federal
“Sec. 505.
“Sec. 506.
“Sec. 507,
508.

“Sec. tech-

“Sec. 509.
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“Sec. 614. Discretionary authority for dual-pur-
pose applications.

615. Authorization of appropriations.

“PART B—PROJECTS WITH INDUSTRY

“Sec. 621. Projects with industry.

“Sec. 622. Authorization of appropriations.

“PART C—SUPPORTED EMPLOYMENT SERVICES
FOR INDIVIDUALS WITH THE MOST SIGNIFICANT
DISABILITIES

“Sec. 631. Purpose.

“Sec. 632. Allotments.

“Sec. 633. Availability of services.

“Sec. 634. Eligibility.

“Sec. 635. State plan.

“Sec. 636, Restriction.

“Sec. 637, Savings provision.

“Sec. 638, Authorization of appropriations.

“TITLE VII—INDEPENDENT LIVING SERV-
ICES AND CENTERS FOR INDEPENDENT
LIVING
"“CHAPTER 1—INDIVIDUALS WITH SIGNIFICANT

DISABILITIES

“PART A—GENERAL PROVISIONS

701. Purpose.

702. Definitions.

703. Eligibility for receipt of services.

704. State plan.

705. Statewide Independent Living Coun-

cil.

“Sec. 706. Responsibilities of the Commissioner.

“PART B—INDEPENDENT LIVING SERVICES

“Sec. T11. Allotments.

“Sec. 712. Payments to States from allotments.
“Sec. T13. Authorized uses of funds.

“Sec. T14. Authorization of appropriations.

“PART C—CENTERS FOR INDEPENDENT LIVING

“Sec. 721. Program authorization.

“Sec. 722. Grants to centers for independent liv-
ing in States in which Federal
Sunding exceeds State funding.

Grants to centers for independent liv-
ing in States in which State fund-
ing equals or erceeds Federal
Junding.

Centers operated by State agencies.

Standards and assurances for centers
for independent living.

“Sec. 726. Definitions.

“Sec. 727. Authorization of appropriations.

“CHAPTER 2—INDEPENDENT LIVING SERVICES
FOR OLDER INDIVIDUALS WHO ARE BLIND

“Sec. 751, Definilion.
“Sec. 752. Program of grants.
“Sec. 753. Authorization of appropriations.
““FINDINGS; PURPOSE; POLICY

“SEC. 2. (a) FINDINGS.—Congress finds that—

(1) millions of Americans have one or more
physical or mental disabilities and the number
of Americans with such disabilities is increasing;

“(2) individuals with disabilities constitute
one of the most disadvantaged groups in society;

“(3) disability is a natural part of the human
erperience and in no way diminishes the right
of individuals to—

“‘(A) live independently;

“(B) enjoy self-determination;

“(C) make choices;

(D) contribute to society;

“(E) pursue meaningful careers; and

‘(F) enjoy full inclusion and integration in
the economic, political, social, cultural, and
educational mainstream of American society;

“(4) increased employment of individuals with
disabilities can be achieved through implemen-
tation of statewide aclivities carried oul under
the Workforce Investment Partnership Act of
1998 that provide meaningful and effective par-
ticipation for individuals with disabilities in
workforce investment activities and activities
carried out under the vocational rehabilitation
program established under title I, and through

“Sec.

“Sec.
“Sec.
“Sec.
*Sec.
““Sec.

“Sec. 723.

“Sec, 724,
“'Sec. 725.
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the provision of independent living services,
support services, and meaningful opportunities
for employment in integrated work settings
through the provision of reasonable accommoda-
tions;

“(5) individuals with disabilities continually
encounter various forms of discrimination in
such critical areas as employment, housing,
public accommodations, education, (ranspor-
tation, communication, recreation, institutional-
ization, health services, voting, and public serv-
ices; and

"(6) the goals of the Nation properly include
the goal of providing individuals with disabil-
ities with the tools necessary to—

';’A) make informed choices and decisions;
an

“(B) achieve equality of opportunity, full in-
clusion and integration in society, employment,
independent living, and economic and social
self-sufficiency, for such individuals.

*(b) PURPOSE.—The purposes of this Act are—

(1) to empower individuals with disabilities
to mazximize employment, economic self-suffi-
clency, independence, and inclusion and inte-
gration into society, through—

“(A) statewide activities carried out in accord-
ance with the Workforce Investment Partner-
ship Act of 1998 that include, as inlegral compo-
nents, comprehensive and coordinated state-of-
the-art programs of vocational rehabilitation;

“(B) independent living centers and services;

“(C) research;

(D) training;

“(E) demonstration projects; and

“(F) the guarantee of equal opportunity; and

‘“(2) to ensure that the Federal Government
plays a leadership role in promoting the employ-
ment of individuals with disabilities, especially
individuals with significant disabilities, and in
assisting States and providers of services in ful-
filling the aspirations of such individuals with
disabilities for meaningful and gainful employ-
ment and independent living.

“(c) PoLicy.—It is the policy of the United
States that all programs, projects, and activities
receiving assistance under this Act shall be car-
ried out in a manner consistent with the prin-
ciples of—

(1) respect for individual dignity, personal
responsibility, self-determination, and pursuit of
meaningful careers, based on informed choice,
of individuals with disabilities;

““(2) respect for the privacy, rights, and equal
access (including the use of accessible formats),
of the individuals;

‘(3) inclusion, integration, and full participa-
tion of the individuals;

““(4) support for the involvement of an individ-
ual's representative if an individual with a dis-
ability requests, desires, or needs such support;
and

“(5) support for individual and systemic advo-
cacy and community involvement.

““REHABILITATION SERVICES ADMINISTRATION

“SEC. 3. (a) There is established in the Office
of the Secretary a Rehabilitation Services Ad-
ministration which shall be headed by a Com-
missioner (hereinafter in this Act referred to as
the ‘Commissioner’) appointed by the President
by and with the advice and consent of the Sen-
ate. Except for titles IV and V and part A of
title VI and as otherwise specifically provided in
this Act, such Administration shall be the prin-
cipal agency, and the Commissioner shall be the
principal officer, of such Department for car-
rying out this Act. The Commissioner shall be
an individual with substantial experience in re-
habilitation and in rehabilitation program man-
agement. In the performance of the functions of
the office, the Commissioner shall be directly re-
sponsible to the Secretary or to the Under Sec-
retary or an appropriate Assistant Secretary of
such Department, as designated by the Sec-
retary. The functions of the Commissioner shall
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not be delegated to any officer not directly re-
sponsible, both with respect to program oper-
ation and administration, to the Commissioner.
Any reference in this Act to duties to be carried
out by the Commissioner shall be considered to
be a reference to duties to be carried out by the
Secretary acting through the Commissioner. In
carrying out any of the functions of the office
under this Act, the Commissioner shall be guid-
ed by general policies of the National Council
on Disability established under title IV of this

Act.

‘'(h) The Secretary shall take whatever action
is necessary to ensure that funds appropriated
pursuant to this Act, as well as unexrpended ap-
propriations for carrying out the Vocational Re-
habilitation Act (29 U.5.C. 31-42), are erpended
only for the programs, personnel, and adminis-
tration of programs carried out under this Act.

“f¢) The Secretary shall take such action as
necessary to ensure that—

(1) the staffing of the Rehabilitation Services
Administration shall be in sufficient numbers to
meet program needs and at levels which will at-
tract and maintain the most qualified personnel;
and

“(2) such staff includes individuals who have
training and experience in the provision of re-
habilitation services and that staff competencies
meet professional standards.

‘“ADVANCE FUNDING

“Skc. 4. (a) For the purpose of affording ade-
guate notice of funding available under this
Act, appropriations under this Act are author-
ized to be included in the appropriation Act for
the fiscal year preceding the fiscal year for
which they are available for obligation.

“(b) In order to effect a transition to the ad-
vance funding method of timing appropriation
action, the authority provided by subsection (a)
of this section shall apply notwithstanding that
its initial application will result in the enact-
ment in the same year (whether in the same ap-
propriation Act or otherwise) of two separate
appropriations, one for the then current fiscal
year and one for the succeeding fiscal year.

“JOINT FUNDING

“SEC. 5. Pursuant to regulations prescribed by
the President, and to the extent consistent with
the other provisions of this Act, where funds are
provided for a single project by more than one
Federal agency to an agency or organization as-
sisted under this Act, the Federal agency prin-
cipally involved may be designated to act for all
in administering the funds provided, and, in
such cases, a single non-Federal share require-
ment may be established according to the pro-
portion of funds advanced by each agency.
When the principal agency involved is the Re-
habilitation Services Administration, it may
waive any grant or contract requirement (as de-
fined by such regulations) under or pursuant to
any law other than this Act, which requirement
is inconsistent with the similar requirements of
the administering agency under or pursuant to
this Act.

“SEC. 7. DEFINITIONS.

“For the purposes of this Act:

(1) ADMINISTRATIVE COSTS.—The term ‘ad-
ministrative costs' means erpenditures incurred
by the designated State unit in the performance
of administrative functions under the vocational
rehabilitation program carried out under title I,
including expenses related to program planning,
development, monitoring, and evaluation, in-
cluding—

“'(A) expenses for—

“(i) quality assurance;

“'(ii) budgeting, accounting, financial man-
agement, information systems, and related data
processing;

‘“(iii) provision of information about the pro-
gram to the public;

“fiv) technical assistance and related support
services to other State agencies, private non-
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profit organizations, and businesses and indus-
tries, ercept for technical assistance and sup-
port services described in section 103(b)(5);

“(v) the State Rehabilitation Council and
other entities that advise the designated State
unit with regard to the provision of vocational
rehabilitation services;

“(vi) removal of architectural barriers in State
vocational rehabilitation agency offices and
State operated rehabilitation facilities;

“(vii) operation and maintenance of des-
ignated State unit facilities, eguipment, and
grounds;

“(viiil) supplies; and

“fia)(D administration of the comprehensive
system of personnel development described in
section 101(a)7), including personnel adminis-
tration, and administration of affirmative action
plans;

“(H) training and staff development; and

“(I11) administrative salaries, including cler-
ical and other support staff salaries, in support
of the administrative functions;

“(B) travel costs related to carrying out the
program, other than travel costs related to the
provision of services;

“fC) costs incurred in conducting reviews of
rehabilitation counselor or coordinator deter-
minations; and

(D) legul erpenses reguired in the adminis-
tration of the program.

‘“(2) ASSESSMENT FOR DETERMINING ELIGI-
BILITY  AND  VOCATIONAL  REHABILITATION
NEEDS.—The term ‘assessment for determining
eligibility and vocational rehabilitation needs’
means, as appropriate in each case—

“(ANi) a review of existing data—

“(1) to determine whether an individual is eli-
gible for vocational rehabilitation services, and

“(I1) to assign priority for an order of selec-
tion described in section 101(a)(5)(A) in the
States that use an order of selection pursuant to
section 101(a)(5)(A); and

““(ii) to the extent necessary, the provision of
appropriate assessment activities to obtain nec-
essary additional data to make such determina-
tion and assignment;

“(B) to the ertent additional data is necessary
to make a determination of the employment oul-
comes, and the objectives, nature, and scope of
vocational rehabilitation services, to be included
in the individualized rehabilitation employment
plan of an eligible individual, a comprehensive
assessment to determine the unigue strengths,
resources, priorities, concerns, abilities, capa-
bilities, interests, and informed choice, includ-
ing the need for supported employment, of the
eligible individual, which comprehensive assess-
ment—

**fi) is limited to information that is necessary
to identify the rehabilitation needs of the indi-
vidual and to develop the individualized reha-
bilitation employment plan of the eligible indi-
vidual;

“(ii) uses, as a primary source of such infor-
mation, to the marimum extent possible and ap-
propriate and in accordance with confiden-
tiality requirements—

(1) eristing information obtained for the pur-
poses of determining the eligibility of the indi-
vidual and assigning priority for an order of se-
lection described in section 101{a)(5)(A) for the
individual; and

(1) such information as can be provided by
the individual and, where appropriate, by the
family of the individual;

“(iii) may include, to the degree needed to
make such a determination, an assessment of
the personality, interests, interpersonal skills,
intelligence and related functional capacities,
educational achievements, work exrperience, vo-
cational aptitudes, personal and social adjust-
ments, and employment opportunities of the in-
dividual, and the medical, psychiatric, psycho-
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logical, and other pertinent vocational, edu-
cational, cultural, social, recreational, and en-
vironmental factors, that affect the employment
and rehabilitation needs of the individual; and

“fiv) may include, to the degree needed, an
appraisal of the patterns of work behavior of
the individual and services needed for the indi-
vidual to acquire occupational skills, and to de-
velop work attitudes, work habits, work toler-
ance, and social and behavior patterns nec-
essary for successful job performance, including
the utilization of work in real job situations to
assess and develop the capacities of the indi-
vidual to perform adequately in a work environ-
ment,;

*(C) referral, for the provision of rehabilita-
tion technology services to the individual, to as-
sess and develop the capacities of the individual
to perform in a work environment; and

‘(D) an exploration of the individual's abili-
ties, capabilities, and capacity to perform in
work situations, through the use of trial work
erperiences, including exrperiences in which the
individual is provided appropriale supports and
training.

“(3) ASSISTIVE TECHNOLOGY DEVICE.—The
term ‘assistive technology device' has the mean-
ing given such term in section 3(2) of the Tech-
nology-Related Assistance for Individuals With
Disabilities Act of 1988 (29 U.5.C. 2202(2)), ex-
cept that the reference in such section to the
term ‘individuals with disabilities’ shall be
deemed to mean more than one individual with
a disability as defined in paragraph (20)(A).

‘'(4) ASSISTIVE TECHNOLOGY SERVICE.—The
term ‘assistive technology service' has the mean-
ing given such term in section 3(3) of the Tech-
nology-Related Assistance for Individuals With
Disabilities Act of 1988 (29 U.S.C. 2202(3)), ex-
cept that the reference in such section—

“(A) to the term ‘individual with a disability’
shall be deemed to mean an individual with a
disability, as defined in paragraph (20)(A); and

“{B) to the term ‘individuals with disabilities’
shall be deemed to mean more than one such in-
dividual.

*(5) COMMUNITY REHABILITATION PROGRAM.—
The term ‘community rehabilitation program’
means a program that provides directly or facili-
tales the provision of vocational rehabilitation
services to individuals with disabilities, and that
provides, singly or in combination, for an indi-
vidual with a disability to enable the individual
to maximize opportunities for employment, in-
cluding career advancement—

*(A) medical, psychiatric, psychological, so-
cial, and vocational services that are provided
under one management;

“(B) testing, [itting, or {raining in the use of
prosthetic and orthotic devices;

*(C) recreational therapy;

(D) physical and occupational therapy;

*(E) speech, language, and hearing therapy;

“(F) psychiatric, psychological, and social
services, including positive behavior manage-
ment;

“(G) assessment for determining eligibility and
vocational rehabilitation needs;

*“(H) rehabilitation technology;

(1) job development, plucement, and reten-
tion services;

“(J) evaluation or control of specific disabil-
ities;

‘“(K) orientation and mobility services for in-
dividuals who are blind;

(L) extended employment;

"“(M) psychosocial rehabilitation services;

“(N) supported employment services and er-
tended services;

“(0) services to family members when nec-
essary to the vocational rehabilitation of the in-
dividual;

“(P) personal assistance services; or

"(¢) services similar to the services described
in one of subparagraphs (A) through (P).
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“(6) CRIMINAL ACT.—The term ‘criminal act’
means any crime, including an act, omission, or
possession under the laws of the United States
or a State or unit of general local government,
which poses a substantial threat of personal in-
jury, notwithstanding that by reason of age, in-
sanity, or intorication or otherwise the person
engaging in the act, omission, or possession was
legally incapable of committing a crime.

“(7) DESIGNATED STATE AGENCY.—The term
‘designated State agency’' means an agency des-
ignated under section 101{a)(2)(A).

“(8) DESIGNATED STATE UNIT.—The term ‘des-
ignated State unit' means—

“(A) any State agency unit reguired under
section 101(a)(2)(B)(ii); or

“(B) in cases in which no such unit is so re-
quired, the State agency described in section
101(a)(2)(B)(i).

“(9)  DisaBiLityY.—The
means—

“'(A) except as otherwise provided in subpara-
graph (B), a physical or mental impairment that
constitutes or results in a substantial impedi-
ment to employment; or

“(B) for purposes of sections 2, 14, and 15, and
titles 11, 1V, V, and VII, a physical or mental
impairment that substantially limits one or more
major life activities.

““(10) DRUG AND ILLEGAL USE OF DRUGS.—

“(A) DRUG.—The term ‘drug’ means a con-
trolled substance, as defined in schedules I
through V of section 202 of the Controlled Sub-
stances Act (21 U.S.C. 812).

“(B) ILLEGAL USE OF DRUGS.—The term ‘ille-
gal use of drugs’' means the use of drugs, the
possession or distribution of which is unlawful
under the Controlled Substances Act. Such term
does not include the use of a drug taken under
supervision by a licensed health care profes-
sional, or other uses authorized by the Con-
trolled Substances Act or other provisions of
Federal law.

“(11) EMPLOYMENT OUTCOME.—The term ‘em-
ployment outcome’' means, with respect to an in-
dividual—

“(4) entering or retaining full-time or, if ap-
propriate, part-time compelitive employment in
the integrated labor market;

“(B) satisfying the vocational outcome of sup-
ported employment; or

“(C) satisfying any other vocational outcome
the Secretary may determine to be appropriate
(including satisfying the vocational outcome of
self-employment or business ownership),
in a manner consistent with this Act.

“(12) ESTABLISHMENT OF A COMMUNITY REHA-
BILITATION PROGRAM.—The term ‘establishment
of a community rehabilitation program’' includes
the acquisition, expansion, remodeling, or alter-
ation of eristing buildings necessary to adapt
them to community rehabilitation program pur-
poses or to increase their effectiveness for such
purposes (subject, however, to such limitations
as the Secretary may determine, in accordance
with regulations the Secretary shall prescribe,
in order to prevent impairment of the objectives
of, or duplication of, other Federal laws pro-
viding Federal assistance in the conslruction of
facilities for community rehabilitation pro-
grams), and may include such additional equip-
ment and staffing as the Commissioner considers
appropriate.

“(13) BEXTENDED SERVICES.—The term ‘ex-
tended services' means ongoing support services
and other appropriate services, needed to sup-
port and maintain an individual with a most
significant disability in supported employment,
that—

“(A) are provided singly or in combination
and are organized and made available in such a
way as to assist an eligible individual in main-
taining supported employment;

‘“(B) are based on a determination of the
needs of an eligible individual, as specified in

term ‘disability’
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an individualized rehabilitation
plan; and

*(C) are provided by a State agency, a non-
profit private organization, employer, or any
other appropriate resource, after an individual
has made the transition from support provided
by the designated State unit.

‘'(14) FEDERAL SHARE,—

‘(A) IN GENERAL.—Subject to subparagraph
(B), the term 'Federal share' means 78.7 percent.

“(B) RELATIONSHIP TO EXPENDITURES BY A PO-
LITICAL SUBDIVISION.—For the purpose of deter-
mining the non-Federal share with respect to a
State, erpenditures by a political subdivision
thereof or by a local agency shall be regarded as
expenditures by such State, subject to such limi-
tations and conditions as the Secretary shall by
regulation prescribe.

‘“(15) GOVERNOR.—The
means—

““(4) a chief executive officer of a State; or

‘“(B) in the case of a State that, under State
law, vests authority for the administration of
the activities carried out under this Act in an
entity other than the Governor, such as 1 or
more houses of the State legislature or an inde-
pendent board, the chief officer of that entity.

“(16) IMPARTIAL HEARING OFFICER.—

“(A) IN GENERAL—The term ‘impartial hear-
ing officer’ means an individual—

“(i) who is not an employee of a public agency
(other than an administrative law judge, hear-
ing evaminer, or employee of an institution of
higher education);

“(ii) who is not a member of the State Reha-
bilitation Council described in section 105;

“(iit) who has not been involved previously in
the vocational rehabilitation of the applicant or
client;

“(iv) who has knowledge of the delivery of vo-
cational rehabilitation services, the State plan
under section 101, and the Federal and State
rules governing the provision of such services
and training with respect to the performance of
official duties; and

“(v) who has no personal or financial inferest
that would be in conflict with the objectivity of
the individual.

*(B) CONSTRUCTION.—An individual shall not
be considered to be an employee of a public
agency for purposes of subparagraph (A)(i) sole-
ly because the individual is paid by the agency
to serve as a hearing officer.

‘“(17) INDEPENDENT LIVING CORE SERVICES.—
The term ‘independent living core services'
means—

“(A) information and referral services;

‘‘(B) independent living skills training,;

“(C) peer counseling (including cross-dis-
ability peer counseling); and

“tD) individual and systems advocacy.

"(18) INDEPENDENT LIVING SERVICES.—The
term ‘independent living services’ includes—

‘'(A) independent living core services; and

“(B)(i) counseling services, including psycho-
Ingical, psychotherapeutic, and related services;

“(ii) services related to securing housing or
shelter, including services related to community
group living, and supportive of the purposes of
this Act and of the titles of this Act, and adapt-
ive housing services (including appropriate ac-
commodations to and modifications of any space
used to serve, or occupied by, individuals with
disabilities);

“(iii) rehabilitation technology;

“(iv) mobility training;

“(v) services and training for individuals with
cognitive and sensory disabilities, including life
skills training, and interpreter and reader serv-
ices;

“(vi) personal assistunce services, including
attendant care and the training of personnel
providing such services;

“fvii) surveys, directories, and other activities
to identify appropriate housing, recreation op-

employment
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portunities, and accessible transportation, and
other support services;

“(viii) conswmer information programs on re-
habilitation and independent living services
available under this Act, especially for minori-
ties and other individuals with disabilities who
have traditionally been unserved or underserved
by programs under this Act;

“(iz) education and training necessary for liv-
ing in a community and participating in commu-
nity activities;

“(x) supported living;

“(xi) transportation, including referral and
assistance for such transportation and training
in the use of public transportation vehicles and
systems;

“(xii) physical rehabilitation;

“(xiii) therapeutic treatment;

“(xiv) provision of needed prostheses and
other appliances and devices;

“(rv) individual and group social and rec-
reational services;

“(rvi) training to develop skills specifically
designed for youths who are individuals with
disabilities to promote self-awareness and es-
teem, develop advocacy and self-empowerment
skills, and explore career options;

“(rvii) services for children;

“(rviii) services under other Federal, State, or
local programs designed to provide resources,
training, counseling, or other assistance, of sub-
stantial benefit in enhancing the independence,
productivity, and quality of life of individuals
with disabilities;

“(rir) appropriate preventive services to de-
crease the need of individuals assisted under
this Act for similar services in the future;

“(rr) community awareness programs to en-
hance the understanding and integration into
society of individuals with disabilities; and

“(xxi) such other services as may be necessary
and not inconsistent with the provisions of this
Act.

“(19) INDIAN; AMERICAN INDIAN; INDIAN AMER-
ICAN; INDIAN TRIBE.—

*(A) IN GENERAL.—The terms ‘Indian’, ‘Amer-
ican Indian’, and ‘Indian American' mean an
individual who is a member of an Indian tribe.

“(B) INDIAN TRIBE—The term ‘Indian (ribe’
means any Federal or State Indian tribe, band,
rancheria, pueblo, colony, or community, in-
cluding any Alaskan native village or regional
village corporation (as defined in or established
pursuant to the Alaska Native Claims Settle-
ment Act).

*'(20) INDIVIDUAL WITH A DISABILITY.—

“(A) IN GENERAL.—Ezcept as otherwise pro-
vided in subparagraph (B), the term ‘individual
with a disability’ means any individual who—

“(i) has a physical or mental impairment
which for such individual constitules or results
in a substantial impediment to employment; and

“(ii) can benefit in terms of an employment
outcome from vocational rehabilitation services
provided pursuant to title I, I11, or VI.

"(B) CERTAIN PROGRAMS; LIMITATIONS ON
MAJOR LIFE ACTIVITIES.—Subject to subpara-
graphs (C), (D), (E), and (F), the term ‘indi-
vidual with a disability' means, for purposes of
sections 2, 14, and 15, and titles 11, IV, V, and
VII of this Act, any person who—

‘(i) has a physical or mental impairment
which substantially limits one or more of such
person’s major life activities;

(i) has a record of such an impairment; or

*(iii) is regarded as having such an impair-
ment.

“(C) RIGHTS AND ADVOCACY PROVISIONS.—

‘(i) IN GENERAL;, EXCLUSION OF INDIVIDUALS
ENGAGING IN DRUG USE.—For purposes of title V,
the term ‘individual with a disability' does not
include an individual who is currently engaging
in the illegal use of drugs, when a covered enti-
ty acts on the basis of such use.
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*“(ii) EXCEPTION FOR INDIVIDUALS NO LONGER
ENGAGING IN DRUG USE.—Nothing in clause (i)
shall be construed to erclude as an individual
with a disability an individual who—

“(I) has successfully completed a supervised
drug rehabilitation program and is no longer en-
gaging in the illegal use of drugs, or has other-
wise been rehabilitated successfully and is no
longer engaging in such use;

**(I1) is participating in a supervised rehabili-
tation program and is no longer engaging in
such use; or

“(111) is erroneously regarded as engaging in
such use, but is not engaging in such use;
ercept that it shall not be a violation of this Act
for a covered entity to adopt or administer rea-
sonable policies or procedures, including but not
limited to drug testing, designed to ensure that
an individual described in subclause (1) or (II)
is no longer engaging in the illegal use of drugs.

“*(iii) EXCLUSION FOR CERTAIN SERVICES.—Not-
withstanding clause (i), for purposes of pro-
grams and activities providing health services
and services provided under titles I, I, and IIT,
an individual shall not be ercluded from the
benefits of such programs or activities on the
basis of his or her current illegal use of drugs if
he or she is otherwise enlitled to such services.

“(iv) DISCIPLINARY ACTION.—For purposes of
programs and activities providing educational
services, local educational agencies may take
disciplinary action pertaining to the use or pos-
session of illegal drugs or alcohol against any
student who is an individual with a disability
and who currently is engaging in the illegal use
of drugs or in the use of alcohol to the same ex-
tent that such disciplinary action is taken
against students who are not individuals with
disabilities. Furthermore, the due process proce-
dures at section 104.36 of title 34, Code of Fed-
eral Regulations (or any corresponding similar
regulation or ruling) shall not apply to such dis-
ciplinary actions.

“(v) EMPLOYMENT, EXCLUSION OF ALCO-
HOLICS.—For purposes of sections 503 and 504 as
such sections relate lo employment, the term ‘in-
dividual with a disability’ does not include any
individual who is an alcoholic whose current
use of alcohol prevents such individual from
performing the duties of the job in question or
whose employment, by reason of such current
alcohol abuse, would constitute a direct threat
to property or the safety of others.

‘(D) EMPLOYMENT, EXCLUSION OF INDIVID-
UALS WITH CERTAIN DISEASES OR INFECTIONS.—
For the purposes of sections 503 and 504, as such
sections relate to employment, such term does
not include an individual who has a currently
contagious disease or infection and who, by rea-
son of such disease or infection, would con-
stitute a direct threat to the health or safety of
other individuals or who, by reason of the cur-
rently contagious disease or infection, is unable
to perform the duties of the job.

“(E) RIGHTS PROVISIONS; EXCLUSION OF INDI-
VIDUALS ON BASIS OF HOMOSEXUALITY OR BISEX-
UALITY.—For the purposes of sections 501, 503,
and 504—

(i) for purposes of the application of sub-
paragraph (B) to such sections, the term ‘im-
pairment’ does not include homosexuality or bi-
seruality; and

“*(ii) therefore the term ‘individual with a dis-
ability' does not include an individual on the
basis of homosexruality or biseruality.

"(F) RIGHTS PROVISIONS; EXCLUSION OF INDI-
VIDUALS ON BASIS OF CERTAIN DISORDERS.—For
the purposes of sections 501, 503, and 504, the
term ‘individual with a disability' does not in-
clude an individual on the basis of/—

“(i) transvestism, transserualism, pedophilia,
erhibitionism, voyeurism, gender identity dis-
orders not resulting from physical impairments,
or other serual behavior disorders;
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(i) compulsive gambling, kleptomania, or py-
romania; or

“‘(iii) psychoactive substance use disorders re-
sulting from current illegal use of drugs.

“(G) INDIVIDUALS WITH DISABILITIES.—The
term ‘individuals with disabilities’ means more
than one individual with a disability.

‘(21) INDIVIDUAL WITH A SIGNIFICANT DIS-
ABILITY.—

*(4) IN GENERAL.—Except as provided in sub-
paragraph (B) or (C), the term ‘individual with
a significant disability’ means an individual
with a disability—

‘(i) who has a severe physical or mental im-
pairment which seriously limits one or more
Junctional capacities (such as mobility, commu-
nication, self-care, self-direction, interpersonal
skills, work tolerance, or work skills) in terms of
an employment outcome;

“(ii) whose vocational rehabilitation can be
exrpected to require multiple vocational rehabili-
tation services over an exrtended period of time;
and

““(iii) who has one or more physical or mental
disabilities resulting from amputation, arthritis,
autism, blindness, burn injury, cancer, cerebral
palsy, cystic fibrosis, deafness, head injury,
heart disease, hemiplegia, hemophilia, res-
piratory or pulmonary dysfunction, mental re-
tardation, mental illness, multiple sclerosis,
muscular dystrophy, musculo-skeletal disorders,
neurological disorders (including stroke and epi-
lepsy), paraplegia, guadriplegia, and other spi-
nal cord conditions, sickle cell anemia, specific
learning disability, end-stage renul disease, or
another disability or combination of disabililies
determined on the basis of an assessment for de-
termining eligibility and vocational rehabilita-
tion needs described in subparagraphs (A) and
(B) of paragraph (2) to cause comparable sub-
stantial functional limitation.

‘‘(B) INDEPENDENT LIVING SERVICES AND CEN-
TERS FOR INDEPENDENT LIVING.—For purposes of
title VII, the term ‘individual with a significant
disability’ means an individual with a severe
physical or mental impairment whose ability to
function independently in the family or commu-
nity or whose ability to obtain, maintain, or ad-
vance in employment is substantially limited
and for whom the delivery of independent living
services will improve the ability to function,
continue functioning, or move towards func-
tioning independently in the family or commu-
nity or to continue in employment, respectively.

“(C) RESEARCH AND TRAINING.—For purposes
of title II, the term ‘individual with a signifi-
cant disability' includes an individual described
in subparagraph (A) or (B).

‘(D) INDIVIDUALS WITH SIGNIFICANT DISABIL-
ITIES.—The term ‘individuals with significant
disabilities’ means more than one individual
with a significant disability.

“(E) INDIVIDUAL WITH A MOST SIGNIFICANT
DISABILITY .—

“(i) IN GENERAL—The term ‘individual with a
most significant disability', used with respect to
an individual in a State, means an individual
with a significant disability who meets criteria
established by the State under section
101(a)(5)0C).

““(ii) INDIVIDUALS WITH THE MOST SIGNIFICANT
DISARILITIES,—The term ‘individuals with the
most significant disabilities’ means more than
one individual with a most significant dis-
abilily.

‘(22) INDIVIDUAL'S REPRESENTATIVE; APPLI-
CANT'S REPRESENTATIVE.—

“(A) INDIVIDUAL'S REPRESENTATIVE.—The
term ‘individual's representative’ used with re-
spect to an eligible individual or other indi-
vidual with a disability, means—

“fi) any representative chosen by the eligible
individual or other individual with a disability,
including a parent, guardian, other family mem-
ber, or advocate; or
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(i) if @ representative or legal guardian has
been appointed by a court to represent the eligi-
ble individual or other individual with a dis-
ability, the court-uppointed representative or
legal guardian.

“(B) APPLICANT'S REPRESENTATIVE.—The term
‘applicant's representative’ means—

““(i) any representative described in subpara-
graph (A)(i) chosen by the applicant; or

“(ii) if a representative or legal guardian has
been appointed by a court to represent the ap-
plicant, the court-appointed representative or
legal guardian.

“(23) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education' has
the meaning given the term in section 1201(a) of
the Higher Education Act of 1965 (20 U.S.C.
1141(a)).

“(24) LocAL AGENCY.—The term ‘local agency'
means an agency of a unit of general local gov-
ernment or of an Indian tribe (or combination of
such units or tribes) which has an agreement
with the designated State agency to conduct a
vocational rehabilitation program under the su-
pervision of such State agency in accordance
with the State plan approved under section 101.
Nothing in the preceding sentence of this para-
graph or in section 101 shall be construed to pre-
vent the local agency from arranging to utilize
another local public or nonprofit agency to pro-
vide vocational rehabilitation services if such an
arrangement is made part of the agreement spec-
ified in this paragraph.

*(25) LOCAL WORKFORCE INVESTMENT PART-
NERSHIP.—The term ‘local workforce investment
partnership’ means a local workforce investment
partnership established under section 308 of the
Workforce Investment Partnership Act of 1998.

"'(26) NONPROFIT.—The term ‘nonprofil’, when
used with respect to a community rehabilitation
program, means a community rehabilitation pro-
gram carried out by a corporation or associa-
tion, no part of the net earnings of which in-
ures, or may lawfully inure, to the benefit of
any private shareholder or individual and the
income of which is exempt from taration under
section 501(c)(3) of the Internal Revenue Code of
19486.

“(27) ONGOING SUPPORT SERVICES.—The term
‘Ongoing support services’ means services—

‘(A) provided to individuals with the most
significant disabilities;

“(B) provided, at a minimum, twice monthly—

(i) to make an assessment, regarding the em-
ployment situation, at the worksite of each such
individual in supported employment, or, under
special circumstances, especially at the request
of the client, off site; and

“(ii) based on the assessment, to provide for
the coordination or provision of specific inten-
sive services, at or away from the worksite, that
are needed to maintain employment stability;
and

“{C) consisting of—

(i) a particularized assessment supple-
mentary to the comprehensive assessment de-
scribed in paragraph (2)(B);

“(ii) the provision of skilled job trainers who
accompany the individual for intensive job skill
training at the work site;

“(iii) job development,
placement services;

“(iv) social skills training;

“(v) regular observation or supervision of the
individual;

“(vi) followup services such as regular contact
with the employers, the individuals, the individ-
uals’ representatives, and other appropriate in-
dividuals, in order to reinforce and stabilize the
job placement;

“(vii) facilitation of natural supports at the
worksite;

“(viii) any other service identified in section
103; or

job retention, and
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"(iz) a service similar to another service de-
scribed in this subparagraph.

‘(28) PERSONAL ASSISTANCE SERVICES.—The
term ‘personal assistance services' means a
range of services, provided by one or more per-
sons, designed to assist an individual with a dis-
ability to perform daily living activities on or off
the job that the individual would typically per-
form if the individual did not have a disability.
Such services shall be designed to increase the
individual’s control in life and ability to per-
Jorm everyday activities on or off the job.

*(29) PUBLIC OR NONPROFIT.—The term ‘public
or nonprofit’, used with respect to an agency or
organization, includes an Indian tribe.

“(30) REHABILITATION TECHNOLOGY.—The
term ‘rehabilitation lechnology’ means the sys-
tematic application of technologies, engineering
methodologies, or scientific principles to meet
the needs of and address the barriers confronted
by individuals with disabilities in areas which
include education, rehabilitation, employment,
transportation, independent living, and recre-
ation. The term includes rehabilitation engi-
neering, assistive technology devices, and assist-
ive technology services.

“(31) REQUIRES VOCATIONAL REHABILITATION
SERVICES.—The term ‘requires vocational reha-
bilitation services', used with respect to an indi-
vidual with a disability as defined in paragraph
(20)(A), means thal the individual is unable to
prepare for, secure, retain, or regain employ-
ment consistent with the strengths, resources,
priorities, concerns, abilities, capabilities, inter-
ests, and informed choice of the individual with-
out vocational rehabilitation services, because
the individual—

““(A) has never been employed;

“(B) has lost employment;

“(C) is underemployed;

‘(D) is at immediate risk of losing employ-
ment; or

“(E) receives benefits on the basis of disability
or blindness pursuant to title 11 or XVI of the
Social Security Act (42 U.S.C. 401 et seq. or 1381
et seq.), in a case in which the individual in-
tends to achieve an employment outcome con-
sistent with the unique strengths, resources, pri-
orities, concerns, abilities, capabilities, interests,
and informed choice of the individual.

'(32) SECRETARY.—The term ‘Secretary', ex-
cept when the context otherwise requires, means
the Secretary of Education.

*(33) STATE—The term ‘'State’ includes, in
addition to each of the several Stales of the
United States, the District of Columbia, the
Commonwealth of Puerto Rico, the United
States Virgin Islands, Guam, American Samoa,
and the Commonwealth of the Northern Mar-
iana Islands.

'(34) STATEWIDE WORKFORCE INVESTMENT
PARTNERSHIP.—The term ‘statewide workforce
investment partnership' means a partnership es-
tablished under section 303 of the Workforce In-
vestment Partnership Act of 1998.

**'(35) STATEWIDE WORKFORCE INVESTMENT SYS-
TEM.—The term ‘statewide workforce investment
system’ means a system described in section 301
of the Workforce Investment Partnership Act of
1998.

“(36) SUPPORTED EMPLOYMENT,—

‘“(A4) IN GENERAL.—The term '‘supported em-
ployment' means competitive work in integrated
work settings, or employment in integrated work
settings in which individuals are working to-
ward competitive work, consistent with the
strengths, resources, priorities, concerns, abili-
ties, capabilities, interests, and informed choice
of the individuals, for individuals with the most
significant disabilities—

“i)(1) for whom competitive employment has
not traditionally occurred; or

“(I) for whom competitive employment has
been interrupted or intermitlent as a result of a
significant disability; and
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““(ii) who, because of the nature and severity
of their disability, need intensive supported em-
ployment services for the period, and any exrten-
sion, described in paragraph (37}(C) and er-
tended services after the transition described in
paragraph (13)(C) in order to perform such
work.

“(B) CERTAIN TRANSITIONAL EMPLOYMENT.—
Such term includes transitional employment for
persons who are individuals with the most sig-
nificant disabilities due lo mental illness.

“(37) SUPPORTED EMPLOYMENT SERVICES.—
The term ‘supported employment services’ means
ongoing support services and other appropriate
services needed to support and maintain an in-
dividual with a most significant disability in
supported employment, that—

“f4) are provided singly or in combination
and are organized and made available in such a
way as to assist an eligible individual to achieve
competitive employment;

‘“(B) are based on a determination of the
needs of an eligible individual, as specified in
an individualized rehabilitation employment
plan; and

*(C) are provided by the designated State unit
for a period of time not to evtend beyond 18
months, unless under special circumstances the
eligible individual and the rehabilitation coun-
selor or coordinator jointly agree to ertend the
time in order to achieve the rehabilitation objec-
tives identified in the individualized rehabilita-
tion employment plan.

*'(38) TRANSITION SERVICES.—The term ‘transi-
tion services' means a coordinated set of activi-
ties for a student, designed within an outcome-
oriented process, that promotes movement from
school to post school activities, including post-
secondary education, vocational training, inte-
grated employment (including supported em-
ployment), continuing and adull education,
adult services, independent living, or commmunity
participation. The coordinated set of activities
shall be based upon the individual student’s
needs, taking into account the student's pref-
erences and interests, and shall include instruc-
tion, community erperiences, the development of
employment and other post school adult living
objectives, and, when appropriate, acquisition
of daily living skills and functional vocational
evaluation.

‘'(39) UNDEREMPLOYED.—The term ‘under-
employed’, used with respect to an individual
with a disability, as defined in paragraph
(20)(A), means a situation in which the indi-
vidual is employed in a job that is not consistent
with the strengths, resources, priorities, con-
cerns, abilities, capabilities, interests, and in-
Jormed choice of the individual.

“(40) VOCATIONAL REHABILITATION SERV-
ICES—The term ‘vocational rehabilitation serv-
ices' means those services identified in section
103 which are provided to individuals with dis-
abilities under this Act.

“‘(41) WORKFORCE INVESTMENT ACTIVITIES—
The term ‘workforce investment activities' has
the meaning given the term in section 2 of the
Workforce Investment Partnership Act of 1998
carried out under that Act.

“ALLOTMENT PERCENTAGE

“'SEC. 8. (a)(1) For purposes of section 110, the
allotment percentage for any State shall be 100
per centum less that percentage which bears the
same ratio to 50 per centum as the per capita in-
come of such State bears to the per capita in-
come of the United States, except that—

*'(A) the allotment percentage shall in no case
be more than 75 per centum or less than 33' per
centum; and

‘(B) the allotment percentage for the District
of Columbia, Puerto Rico, Guam, the Virgin Is-
lands, American Samoa, and the Commonwealth
of the Northern Mariana Islands shall be 75 per
centum.
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“'(2) The allotment percentages shall be pro-
mulgated by the Secretary between October 1
and December 31 of each even-numbered year,
on the basis of the average of the per capita in-
comes of the States and of the United States for
the three most recent consecutive years for
which satisfactory data are available from the
Department of Commerce. Such promulgation
shall be conclusive for each of the two fiscal
years in the period beginning on the October 1
nert succeeding such promulgation.

“(3) The term 'United States' means (but only
Jor purposes of this subsection) the fifty States
and the District of Columbia.

“(b) The population of the several States and
of the United States shall be determined on the
basis of the most recent data available, to be
furnished by the Department of Commerce by
October 1 of the year preceding the fiscal year
for which funds are appropriated pursuant to
statutory authorizations.

“NONDUPLICATION

“Sec. 10. In determining the amount of any
State’s Federal share of expendilures for plan-
ning, adminisiration, and services incurred by it
under a State plan approved in accordance with
section 101, there shall be disregarded (1) any
portion of such erpenditures which are financed
by Federal funds provided under any other pro-
vision of law, and (2) the amount of any non-
Federal funds required to be erpended as a con-
dition of receipt of such Federal funds. No pay-
ment may be made from funds provided under
one provision of this Act relating to any cost
with respect to which any payment is made
under any other provision of this Act, ercept
that this section shall not be construed to limit
or reduce fees for services rendered by commu-
nity rehabilitation programs.

“APPLICATION OF OTHER LAWS

“SEc. 11. The provisions of the Act of Decem-
ber 5, 1974 (Public Law 93-510) and of title V of
the Act of October 15, 1977 (Public Law 95-134)
shall not apply to the administration of the pro-
visions of this Act or to the administration of
any program or activity under this Act.

“ADMINISTRATION OF THE ACT

“SEc. 12. (@) In carrying out the purposes of
this Act, the Commissioner may—

(1) provide consultative services and tech-
nical assistance to public or nonprofit private
agencies and organizations, including assist-
ance to enable such agencies and organizations
to facilitate meaningful and effective participa-
tion by individuals with disabilities in workforce
investment activities;

*(2) provide short-term training and technical
instruction, including training for the personnel
of community rehabilitation programs, centers
for independent living, and other providers of
services (including job coaches);

"(3) conduct special projects and demonstra-
tions;

“(4) collect, prepare, publish, and disseminate
special educational or informational materials,
including reports of the projects for which funds
are provided under this Act; and

“(5) provide monitoring and conduct evalua-
tions.

“(b)(1) In carrying out the duties under this
Act, the Commissioner may utilize the services
and facilities of any agency of the Federal Gov-
ernment and of any other public or nonprofit
agency or organization, in accordance with
agreements between the Commissioner and the
head thereof, and may pay therefor, in advance
or by way of reimbursement, as may be provided
in the agreement.

*(2) In carrying out the provisions of this Act,
the Commissioner shall appoint such task forces
as may be necessary to collect and disseminate
information in order to improve the ability of
the Commissioner to carry out the provisions of
this Act.
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“(c) The Commissioner may promulgate such
regulations as are considered appropriate to
carry out the Commissioner's duties under this
Act.

“(d) The Secretary shall promulgate regula-
tions regarding the requirements for the imple-
mentation of an order of selection for vocational
rehabilitation services under section 101(a)(5)(4)
if such services cannol be provided to all eligible
individuals with disabilities who apply for such
services.

“'fe) Not later than 180 days after the date of
enactment of the Rehabilitation Act Amend-
ments of 1998, the Secretary shall receive public
comment and promulgate regulations to imple-
ment the amendments made by the Rehabilita-
tion Act Amendments of 1998.

() In promulgating regulations to carry out
this Act, the Secretary shall promulgate only
regulations that are necessary to administer and
ensure compliance with the specific require-
ments of this Act.

“(g) There are authorized to be appropriated
to carry out this section such sums as may be
necessary.

“REPORTS

“SEC. 13. (@) Not later than one hundred and
eighty days after the close of each fiscal year,
the Commissioner shall prepare and submit to
the President and to the Congress a full and
complete report on the activities carried out
under this Act, including the activities and
staffing of the information clearinghouse under
section 15,

“'(b) The Commissioner shall collect informa-
tion to determine whether the purposes of this
Act are being met and to assess the performance
of programs carried out under this Act. The
Commissioner shall take whatever action is nec-
essary to assure that the identity of each indi-
vidual for which information is supplied under
this section is kept confidential, except as other-
wise required by law (including regulation).

“(¢) In preparing the report, the Commissioner
shall annually collect and include in the report
information based on the information submitted
by States in accordance with section 101(a)(10).
The Commissioner shall, to the marimum extent
appropriate, include in the report all informa-
tion that is required to be submitted in the re-
ports described in section 321(d) of the Work-
force Investment Partnership Act of 1998 and
that pertains to the employment of individuals
with disabilities.

“EVALUATION

“SEc. 14. (a) For the purpose of improving
program management and effectiveness, the Sec-
retary, in consultation with the Commissioner,
shall evaluate all the programs authorized by
this Act, their general effectiveness in relation
to their cost, their impact on related programs,
and their structure and mechanisms for delivery
of services, using appropriate methodology and
evaluative research designs. The Secretary shall
establish and use standards for the evaluations
required by this subsection. Such an evaluation
shall be conducted by a person not immediately
involved in the administration of the program
evaluated.

“(b) In carrying out evaluations under this
section, the Secretary shall obtain the opinions
of program and project participants aboul the
strengths and weaknesses of the programs and
projects.

‘“fc) The Secretary shall take the necessary
action to assure that all studies, evalualions,
proposals, and data produced or developed with
Federal funds under this Act shall become the
property of the United States.

“(d) Such information as the Secretary may
determine to be necessary for purposes of the
evaluations conducted under this section shall
be made available upon request of the Secretary,
by the departments and agencies of the erecu-
tive branch.
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“fe)(1) To assess the linkages between voca-
tional rehabilitation services and economic and
noneconomic outcomes, the Secretary shall con-
tinue to conduct a longitudinal study of a na-
tional sample of applicants for the services.

“(2) The study shall address factors related to
attrition and completion of the program through
which the services are provided and factors
within and outside the program affecting re-
sults. Appropriate comparisons shall be used to
contrast the erperiences of similar persons who
do not obtain the services.

“(3) The study shall be planned to cover the
period beginning on the application of individ-
uals with disabilities for the services, through
the eligibility determination and provision of
services for the individuals, and a further period
of not less than 2 years after the termination of
services.

“(f)(1) The Commissioner shall identify and
disseminale information on ervemplary practices
concerning vocational rehabilitation.

*(2) To facilitate compliance with paragraph
(1), the Commissioner shall conduct studies and
analyses that identify ervemplary practices con-
cerning vocational rehabilitation, including
studies in areas relating to providing informed
choice in the rehabilitation process, promoting
conswmer satisfaction, promoting job placement
and retention, providing supported employment,
providing services to particular disability popu-
lations, financing personal assistance services,
providing assistive technology devices and as-
sistive technology services, entering into cooper-
ative agreements, establishing standards and
certification for community rehabilitation pro-
grams, converting from nonintegrated to inte-
grated employment, and providing caseload
management.

“(g) There are authorized to be appropriated
to carry out this section such sums as may be
necessary. :

“INFORMATION CLEARINGHOUSE

“SEC. 15. (a) The Secretary shaill establish a
central clearinghouse for information and re-
source availability for individuals with disabil-
ities which shall provide information and data
regarding—

(1) the location, provision, and availability
of services and programs for individuals with
disabilities, including such information and
data provided by statewide partnerships estab-
lished under section 303 of the Workforce Invest-
ment Partnership Act of 1998 regarding such
services and programs authorized under such
Act;

*(2) research and recent medical and scientific
developments bearing on disabilities (and their
prevention, amelioration, causes, and cures);
and

“(3) the current numbers of individuals with
disabilities and their needs.

The clearinghouse shall also provide any other
relevant information and data which the Sec-
retary considers appropriate.

“(b) The Commissioner may assist the Sec-
retary to develop within the Department of Edu-
cation a coordinated system of information and
data retrieval, which will have the capacity and
responsibility to provide information regarding
the information and data referred to in sub-
section (a) of this section to the Congress, public
and private agencies and organizations, individ-
uals with disabilities and their families, profes-
sionals in fields serving such individuals, and
the general public.

“(¢) The office established to carry out the
provisions of this section shall be known as the
‘Office of Information and Resources for Indi-
viduals with Disabilities’.

“(d) There are authorized to be appropriated
to carry out this section such sums as may be
necessary.
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"'"TRANSFER OF FUNDS

“'SEC. 16. (a) Except as provided in subsection
(b) of this section, no funds appropriated under
this Act for any program or activity may be used
Jor any purpose other than that for which the
Sunds were specifically authorized.

*(b) No more than 1 percent of funds appro-
priated for discretionary grants, contracts, or
cooperative agreements authorized by this Act
may be used for the purpose of providing non-
Federal panels of experts to review applications
for such grants, contracts, or cooperative agree-
ments.

“STATE ADMINISTRATION

“'Sec. 17. The application of any State rule or
policy relating to the administration or oper-
ation of programs funded by this Act (including
any rule or policy based on State interpretation
of any Federal law, regulation, or guideline)
shall be identified as a State imposed require-
ment.

“REVIEW OF APPLICATIONS

“SEC. 18. Applications for grants in excess of
$100,000 in the aggregate authorized to be fund-
ed under this Act, other than granits primarily
for the purpose of conducting dissemination or
conferences, shall be reviewed by panels of ex-
perts which shall include a majority of non-Fed-
eral members. Non-Federal members may be pro-
vided travel, per diem, and consultant fees not
to erceed the daily equivalent of the rate of pay
for level 4 of the Senior Erecutive Service Sched-
ule under section 5382 of title 5, United States
Code.

“SEC. 19. CARRYOVER.

“(a) IN GENERAL—Except as provided in sub-
section (b), and notwithstanding any other pro-
vision of law—

(1) any funds appropriated for a fiscal year
to carry out any grant program under part B of
title I, section 509 (except as provided in section
509(b)), part C of title VI, part B or C of chapter
1 of title V11, or chapter 2 of title VII (except as
provided in section 752(b)), including any funds
reallotted under any such grant program, that
are not obligated and exrpended by recipients
prior to the beginning of the succeeding fiscal
year; or

“(2) any amounts of program income, includ-
ing reimbursement payments under the Social
Security Act (42 U.S.C. 301 et seq.), received by
recipients under any grant program specified in
paragraph (1) that are not obligated and er-
pended by recipients prior to the beginning of
the fiscal year succeeding the fiscal year in
which such amounts were received,
shall remain available for obligation and er-
penditure by such recipients during such suc-
ceeding fiscal year.

“(b) NON-FEDERAL SHARE.—Such funds shall
remain available for obligation and erpenditure
by a recipient as provided in subsection (a) only
to the extent that the recipient complied with
any Federal share requirements applicable to
the program for the fiscal year for which the
Junds were appropriated.

“SEC. 20. CLIENT ASSISTANCE INFORMATION,

“All programs, including community rehabili-
tation programs, and projects, that provide serv-
ices to individuals with disabilities under this
Act shall advise such individuals who are appli-
cants for or recipients of the services, or the ap-
plicants’ representatives or individuals' rep-
resentatives, of the availability and purposes of
the client assistance program under section 112,
including information on means of seeking as-
sistance under such program.

“SEC. 21. TRADITIONALLY UNDERSERVED POPU-
LATIONS.

‘“fa) FINDINGS.—With respect to the programs
authorized in titles IT through VII, the Congress
finds as follows:

“(1) RACIAL PROFILE.—The racial profile of
America is rapidly changing. While the rate of
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increase for white Americans is 3.2 percent, the
rate of increase for racial and ethnic minorities
is much higher: 38.6 percent for Latinos, 14.6
percent for African-Americans, and 40.1 percent
Jor Asian-Americans and other ethnic groups.
By the year 2000, the Nation will have
260,000,000 people, one of every three of whom
will be either African-American, Latino, or
Asian-American.

*(2) RATE OF DISABILITY.—Ethnic and racial
minorities tend to have disabling conditions at a
disproportionately high rate. The rate of work-
related disability for American Indians is about
one and one-half times that of the general popu-
lation. African-Americans are also one and one-
half times more likely to be disabled than whites
and twice as likely to be significantly disabled.

*"(3) INEQUITABLE TREATMENT.—Patterns of
inequitable treatment of minorities have been
documented in all major junctures of the voca-
tional rehabilitation process. As compared to
white Americans, a larger percentage of Afri-
can-American applicants to the vocational reha-
bilitation system is denied acceptance. Of appli-
cants accepted for service, a larger percentage of
African-American cases is closed without being
rehabilitated. Minorities are provided less train-
ing than their white counterparts. Consistently,
less money is spent on minorities than on their
white counterparts.

“(4) RECRUITMENT.—Recruitment efforts with-
in vocational rehabilitation at the level of
preservice training, continuing education, and
in-service training must focus on bringing larger
numbers of minorities into the profession in
order to provide appropriate practitioner knowl-
edge, role models, and sufficient manpower to
address the clearly changing demography of vo-
cational rehabilitation.

“(b) OUTREACH TO MINORITIES.—

“(1) IN GENERAL.—For each fiscal year, the
Commissioner and the Director of the National
Institute on Disability and Rehabilitation Re-
search (referred to in this subsection as the 'Di-
rector’) shall reserve 1 percent of the funds ap-
propriated for the fiscal year for programs au-
thorized under titles 11, 111, VI, and VII to carry
out this subsection. The Commissioner and the
Director shall use the reserved funds to carry
out I or more of the activities described in para-
graph (2) through a grant, contract, or coopera-
tive agreement.

“(2) AcTiviTIES.—The activities carried out by
the Commissioner and the Director shall include
1 or more of the following:

‘“(A) Making awards to minority entities and
Indian tribes to carry out activities under the
programs authorized under titles 11, 111, VI, and
Vi

“{B) Making awards to minority entities and
Indian tribes to conduct research, training,
technical assistance, or a related activity, to im-
prove services provided under this Act, espe-
cially services provided to individuals from mi-
nority backgrounds.

‘“(C) Making awards to entities described in
paragraph (3) to provide outreach and technical
assistance to minority entities and Indian tribes
to promote their participation in activities fund-
ed under this Act, including assistance to en-
hance their capacity to carry out such activi-
ties.

“(3) ErLigiBiLITY.—To be eligible to receive an
award under paragraph (2)(C), an entity shall
be a State or a public or private nonprofit agen-
cy or organization, such as an institution of
higher education or an Indian tribe.

“(4) REPORT.—In each fiscal year, the Com-
missioner and the Director shall prepare and
submit to Congress a report that describes the
activities funded under this subsection for the
preceding fiscal year.

"'(5) DEFINITIONS.—In this subsection:

‘“(A) HISTORICALLY BLACK COLLEGE OR UNI-
VERSITY —The term ‘historically Black college or
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university' means a part B institution, as de-
fined in section 322(2) of the Higher Education
Act of 1965 (20 U.8.C. 1061(2)).

"(B) MINORITY ENTITY.—The term ‘minority
entity' means an entity that is a historically
Black college or universily, a Hispanic-serving
institution of higher education, an American In-
dian tribal college or university, or another in-
stitution of higher education whose minority
student enrollment is at least 50 percent.

“(¢) DEMONSTRATION.—In awarding grants, or
entering into contracts or cooperative agree-
ments under titles I, I, 111, VI, and VII, and
section 509, the Commissioner and the Director,
in appropriate cases, shall require applicants to
demonstrate how the applicants will address, in
whole or in part, the needs of individuals with
disabilities from minority backgrounds.”.

SEC. 604. VOCATIONAL REHABILITATION SERV-
ICES.

Title I of the Rehabilitation Act of 1973 (29
U.S.C. 720 et seq.) is amended to read as follows:
“TITLE [—VOCATIONAL REHABILITATION
SERVICES
“PART A—GENERAL PROVISIONS
“SEC. 100. DECLARATION OF POLICY; AUTHORIZA-

TION OF APPROPRIATIONS.

‘“(a) FINDINGS; PURPOSE; POLICY.—

‘(1) FINDINGS.—Congress finds that—

“(A) work—

‘(i) is a valued activity, both for individuals
and society; and

“(ii) fulfills the need of an individual to be
productive, promotes independence, enhances
self-esteem, and allows for participation in the
mainstream of life in the United States;

“(B) as a group, individuals with disabilities
exrperience staggering levels of unemployment
and poverty;

*“(C) individuals with disabilities, including
individuals with the most significant disabil-
ities, have demonstrated their ability to achieve
gainful employment in integrated settings if ap-
propriate services and supports are provided,

(D) reasons for significant numbers of indi-
viduals with disabilities not working, or work-
ing at levels not commensurate with their abili-
ties and capabilities, include—

‘(i) discrimination;

“(ii) lack of accessible and available transpor-
tation;

“'(iii) fear of losing health coverage under the
medicare and medicaid programs carried oul
under titles XVIII and XIX of the Social Secu-
rity Act (42 U.S.C. 1395 et seq. and 1396 et seq.)
or fear of losing private health insurance; and

“fiv) lack of education, training, and supports
to meet job gualification standards necessary to
secure, retain, regain, or advance in employ-

ment;

“(E) enforcement of title V and of the Ameri-
cans with Disabilities Act of 1990 (42 U.S.C.
12101 et seq.) holds the promise of ending dis-
crimination for individuals with disabilities;

“(F) the provision of workforce investment ac-
tivities and wvocational rehabilitation services
can enable individuals with disabilities, includ-
ing individuals with the most significant disabil-
ities, to pursue meaningful careers by securing
gainful employment commensurate with their
abilities and capabilities; and

(@) linkages between the vocational rehabili-
tation programs established under this title and
other components of the statewide workforce in-
vestment system are critical to ensure effective
and meaningful participation by individuals
with disabilities in workforce investment activi-
ties.

“(2) PURPOSE.—The purpose of this title is to
assist States in operating statewide comprehen-
sive, coordinated, effective, efficient, and ac-
countable programs of vocational rehabilitation,
each of which is—

"'(A) an integral part of a statewide workforce
investment system; and
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“(B) designed to assess, plan, develop, and
provide vocational rehabilitation services for in-
dividuals with disabilities, consistent with their
strengths, resources, priorities, concerns, abili-
ties, capabilities, interests, and informed choice,
so that such individuals may prepare for and
engage in gainful employment.

“(3) PoLicy.—It is the policy of the United
States that such a program shall be carried out
in @ manner consistent with the following prin-
ciples:

“(4) Individuals with disabilities, including
individuals with the most significant disabil-
ities, are generally presumed to be capable of
engaging in gainful employment and the provi-
sion of individualized vocational rehabilitation
services can improve their ability to become
gainfully employed.

“(B) Individuals with disabilities must be pro-
vided the opportunities to obtain gainful em-
ployment in integrated settings.

“(C) Individuals who are applicants for such
programs or eligible to participate in such pro-
grams must be active and full partners, in col-
laboration with qualified vocational rehabilita-
tion professionals, in the vocational rehabilita-
tion process, making meaningful and informed
choices—

“(i) during assessments for determining eligi-
bility and vocational rehabilitation needs; and

“*(ii) in the selection of employment outcomes
for the individuals, services needed to achieve
the outcomes, entities providing such services,
and the methods used to secure such services.

(D) Families and other natural supports can
play important roles in the success of a voca-
tional rehabilitation program, if the individual
with a disability involved requests, desires, or
needs such supports.

“(E) Vocational rehabilitation counselors that
are trained and prepared in accordance with
State policies and procedures as described in
section 101{a)(T) A)(iii) (referred to individually
in this title as a ‘qualified vocational rehabilita-
tion counselor’), other qualified rehabilitation
personnel, and other qualified personnel facili-
tate the accomplishment of the employment out-
comes and objectives of an individual.

“(F) Individuals with disabilities and the in-
dividuals' representatives are full partners in a
vocational rehabilitation program and must be
involved on a regular basis and in a meaningful
manner with respect to policy development and
implementation.

“(G) Accountability measures must facilitate
the accomplishment of the goals and objectives
of the program, including providing vocational
rehabilitation services to, among others, individ-
uals with the most significant disabilities.

“(b) AUTHORIZATION OF APPROPRIATIONS.—

“(1) IN GENERAL.—For the purpose of making
grants to States under part B to assist States in
meeting the costs of vocational rehabilitation
services provided in accordance with State plans
under section 101, there are authorized to be ap-
propriated such sums as may be necessary for
fiscal years 1998 through 2004, except that the
amount to be appropriated for a fiscal year shall
not be less than the amount of the appropria-
tion under this paragraph for the immediately
preceding fiscal year, increased by the percent-
age change in the Consumer Price Index deter-
mined under subsection (c¢) for the immediately
preceding [iscal year.

*‘(2) REFERENCE.—The reference in paragraph
(1) to grants to States under part B shall not be
considered to refer to grants under section 112.

*{¢) CONSUMER PRICE INDEX.—

‘(1) PERCENTAGE CHANGE.—No later than No-
vember 15 of each fiscal year (beginning with
fiscal year 1979), the Secretary of Labor shall
publish in the Federal Register the percentage
change in the Consumer Price Inder published
for October of the preceding fiscal year and Oc-
tober of the fiscal year in which such publica-
tion is made.
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“(2) APPLICATION.—

“‘(A) INCREASE.—If in any fiscal year the per-
centage change published wunder paragraph (1)
indicates an increase in the Consumer Price
Index, then the amount to be appropriated
under subsection (b)(1) for the subsequent fiscal
vear shall be at least the amount appropriated
under subsection (b)(1) for the fiscal year in
which the publication is made under paragraph
(1) increased by such percentuge change.

“(B) NO INCREASE OR DECREASE.—If in any
fiscal year the percentage change published
under paragraph (1) does not indicate an in-
crease in the Consumer Price Index, then the
amount to be appropriated under subsection
(b)(1) for the subsequent fiscal year shall be at
least the amount appropriated under subsection
(b)(1) for the fiscal year in which the publica-
tion is made under paragraph (1).

“(3) DEFINITION.—For purposes of this sec-
tion, the term ‘Consumer Price Index' means the
Consumer Price Index for All Urban Consumers,
published monthly by the Bureau of Labor Sta-
tistics.

‘“(d) EXTENSION.—

‘(1) IN GENERAL.—

‘“(A) AUTHORIZATION OR DURATION OF PRO-
GRAM.—Unless the Congress in the regular ses-
sion which ends prior to the beginning of the
terminal fiscal year—

‘(i) of the authorization of appropriations for
the program authorized by the State grant pro-
gram under part B of this title; or

“(it) of the duration of the program author-
ized by the State grant program under part B of
this title;
has passed legislation which would have the ef-
Ject of extending the authorization or duration
{as the case may be) of such program, such au-
thorization or duration is auwtomatically ex-
tended for 1 additional year for the program au-
thorized by this title.

“(B) CALCULATION—The amount authorized
to be appropriated for the additional fiscal year
described in subparagraph (A) shall be an
amount equal to the amount appropriated for
such program for fiscal year 2004, increased by
the percentage change in the Consumer Price
Indexr determined under subsection (c) for the
immediately preceding fiscal year, if the per-
centage change indicates an increase.

*'(2) CONSTRUCTION.—

“(A) PASSAGE OF LEGISLATION.—For the pur-
poses of paragraph (1)(A), Congress shall not be
deemed lo have passed legislation unless such
legislation becomes law.

“(B) ACTS OR DETERMINATIONS OF COMMIS-
SIONER.—In any case where the Commissioner is
reguired under an applicable statute to carry
out certain acts or make certain determinations
which are necessary for the continuation of the
program authorized by this title, if such acts or
determinations are required during the terminal
vear of such program, such acts and determina-
tions shall be required during any fiscal year in
which the extension described in that part of
paragraph (1) that follows clause (ii) of para-
graph (1)(A) is in effect.

“SEC. 101. STATE PLANS.

‘“(a) PLAN REQUIREMENTS.—

‘(1) IN GENERAL.—

“(A) SuBmission.—To be eligible to partici-
pate in programs under this title, a State shall
submit to the Commissioner a State plan for vo-
cational rehabilitation services that meets the
requirements of this section, on the same date
that the State submits a State plan under sec-
tion 304 of the Workforce Investment Partner-
ship Act of 1998.

“(B) NONDUPLICATION.—The State shall not
be required to submit, in the State plan for voca-
tional rehabilitation services, policies, proce-
dures, or descriptions required under this title
that have been previously submitted to the Com-
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missioner and that demonstrate that such State
meets the requirements of this title, including
any policies, procedures, or descriptions sub-
mitted under this title as in effect on the day be-
fore the effective date of the Rehabilitation Act
Amendments of 1998.

“(C) DURATION —The State plan shall remain
in effect subject to the submission of such modi-
fications as the State determines to be necessary
or as the Commissioner may require based on a
change in State policy, a change in Federal law
(including regulations), an interpretation of this
Act by a Federal court or the highest court of
the State, or a finding by the Commissioner of
State noncompliance with the requirements of
this Act, until the State submits and receives ap-
proval of a new State plan.

‘“(2) DESIGNATED STATE AGENCY, DESIGNATED
STATE UNIT.—

“(A) DESIGNATED STATE AGENCY.—The State
plan shall designate a State agency as the sole
State agency to administer the plan, or to super-
vise the administration of the plan by a local
agency, except that—

“fi) where, under State law, the State agency
for individuals who are blind or another agency
that provides assistance or services to adulis
who are blind is authorized to provide voca-
tional rehabilitation services to individuals who
are blind, that agency may be designated as the
sole State agency to administer the part of the
plan under which vocational rehabilitation
services are provided for individuals who are
blind (or to supervise the administration of such
part by a local agency) and a separate State
agency may be designated as the sole State
agency to administer or supervise the adminis-
tration of the rest of the State plan;

“(it) the Commissioner, on the request of a
State, may authorize the designated State agen-
cy to share funding and administrative respon-
sibility with another agency of the State or with
a local agency in order to permit the agencies to
carry out a joint program to provide services to
individuals with disabilities, and may waive
compliance, with respect to vocational rehabili-
tation services furnished under the joint pro-
gram, with the requirement of paragraph (4)
that the plan be in effect in all political subdivi-
sions of the State; and

““(iii) in the case of American Samoa, the ap-
propriate State agency shall be the Governor of
American Samoa.

‘“(B) DESIGNATED STATE UNIT.—The State
agency designated under subparagraph (A)
shall be—

“(i) a State agency primarily concerned with
vocational rehabilitation, or vocational and
other rehabilitation, of individuals with disabil-
ities; or

“(ii) if not such an agency, the State agency
(or each State agency if 2 are so designated)
shall include a vocational rehabilitation bureau,
division, or other organizational unit that—

“(I) is primarily concerned with vocational re-
habilitation, or vocational and other rehabilita-
tion, of individuals with disabilities, and is re-
sponsible for the vocational rehabilitation pro-
gram of the designated State agency;

“(I) has a full-time director;

“(111) has a staff employed on the rehabilita-
tion work of the organizational unit all or sub-
stantially all of whom are employed full time on
such work; and

“(1V) is located at an organizational level and
has an organizational status within the des-
ignated State agency comparable to that of
other major organizational units of the des-
ignated State agency.

“(C) RESPONSIBILITY FOR SERVICES FOR THE
BLIND.—If the State has designated only 1 State
agency pursuant to subparagraph (A), the State
may assign responsibility for the part of the
plan under which vocational rehabilitation
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services are provided for individuals who are
blind to an organizational unit of the des-
ignated State agency and assign responsibility
for the rest of the plan to another organiza-
tional unit of the designated State agency, with
the provisions of subparagraph (B) applying
separately to each of the designated State units.

“(3) NON-FEDERAL SHARE.—The State plan
shall provide for financial participation by the
State, or if the State so elects, by the State and
local agencies, to provide the amount of the
non-Federal share of the cost of carrying out
part B.

““(4) STATEWIDENESS.—The State plan shall
provide that the plan shall be in effect in all po-
litical subdivisions of the State, except that in
the case of any activity that, in the judgment of
the Commissioner, is likely to assist in pro-
maoting the vocational rehabilitation of substan-
tially larger numbers of individuals with disabil-
ities or groups of individuals with disabilities,
the Commissioner may waive compliance with
the requirement that the plan be in effect in all
political subdivisions of the State to the extent
and for such period as may be provided in ac-
cordance with regulations prescribed by the
Commissioner. The Commissioner may waive
compliance with the requirement only if the
non-Federal share of the cost of the vocational
rehabilitation services is provided from funds
made available by a local agency (including, to
the extent permitted by such regulations, funds
contributed to such agency by a private agency,
organization, or individual).

*'(5) ORDER OF SELECTION FOR VOUATIONAL RE-
HABILITATION SERVICES.—In the event that voca-
tional rehabilitation services cannot be provided
to all eligible individuals with disabilities in the
State who apply for the services, the State plan
shall—

“(A) show the order Lo be followed in selecting
eligible individuals to be provided vocational re-
habilitation services;

“(B) provide the justification for the order of
selection;

“(C) include an assurance that, in accordance
with criteria established by the State for the
order of selection, individuals with the most sig-
nificant disabilities will be selected first for the
provision of vocational rehabilitation services;
and

(D) provide that eligible individuals, who do
not meet the orvder of selection criteria, shall
have access to services provided through the in-
formation and referral system implemented
under paragraph (20).

““(6) METHODS FOR ADMINISTRATION.—

“(A) IN GENERAL—The State plan shall pro-
vide for such methods of administration as are
Jound by the Commissioner to be necessary for
the proper and efficient administration of the
plan.

"(B) EMPLOYMENT QF INDIVIDUALS WITH DIS-
ABILITIES.—The State plan shall provide that
the designated State agency, and entities car-
rying out community rehabilitation programs in
the State, who are in receipt of assistance under
this title shall take affirmative action to employ
and advance in employment qualified individ-
uals with disabilities covered under, and on the
same terms and conditions as set forth in, sec-
tion 503.

‘{C) PERSONNEL AND PROGRAM STANDARDS
FOR COMMUNITY REHABILITATION PROGRAMS.—
The State plan shall provide that the designated
State wunit shall establish, maintain, and imple-
ment minimum standards for community reha-
bilitation programs providing services to individ-
uals under this title, including—

“(i) standards—

(1) governing community rehabilitation pro-
grams and gqualified personnel utilized for the
provision of vocational rehabilitation services
through such programs; and
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“(11) providing, to the ertent that providers of
vocational rehabilitation services wultilize per-
sonnel who do not meet the highest require-
ments in the State applicable to a particular
profession or discipline, that the providers shall
take steps to ensure the retraining or hiring of
personnel so that such personnel meel appro-
priate professional standards in the State; and

“(it) minimum standards to ensure the avail-
ability of personnel, to the marimum exrtent fea-
sible, trained to communicate in the native lan-
guage or mode of communication of an indi-
vidual receiving services through such pro-
grams.

(D) FaciLITIES.—The State plan shall pro-
vide that facilities used in connection with the
delivery of services assisted under the State plan
shall comply with the Act entitled 'An Act to in-
sure that certain buildings financed with Fed-
eral funds are so designed and constructed as to
be accessible to the physically handicapped’,
approved on August 12, 1968 (commonly known
as the ‘Arvchitectural Barriers Act of 1968°), with
section 504, and with the Americans with Dis-
abilities Act of 1990.

‘“(7) COMPREHENSIVE SYSTEM OF PERSONNEL
DEVELOPMENT.—The State plan shall include—

“(A) a description, consistent with the pur-
poses of this Act, of a comprehensive system of
personnel development for personnel employed
by the designated State unit and involved in
carrying out this title, which, at a minimum,
shall consist of—

“(i) a description of the procedures and activi-
ties the designated State agency will implement
and undertake to address the current and pro-
jected needs for personnel, and training needs of
such personnel, in the designated State unit to
ensure that the personnel are adequately
trained and prepared;

“(it) a plan to coordinate and facilitate efforts
between the designated State unit and institu-
tions of higher education and professional asso-
ciations to recruit, prepare, and retain qualified
personnel, including personnel from culturally
or linguistically diverse backgrounds, and per-
sonnel that include individuals with disabilities;

“(iii) a description of policies and procedures
on the establishment and maintenance of rea-
sonable standards to ensure that personnel, in-
cluding professionals and paraprofessionals, are
adequately trained and prepared, including—

“(1) standards that are consistent with any
national or State approved or recognized certifi-
cation, licensing, registration, or other com-
parable requirements that apply to the area in
which such personnel are providing vocational
rehabilitation services; and

‘(1) to the extent that such standards are not
based on the highest requirements in the State
applicable to a particular profession or dis-
cipline, the steps the State will take to ensure
the retraining or hiring of personnel within the
designated State unit so that such personnel
meet appropriate professional standards in the
State;

“(iv) a description of a system for evaluating
the performance of vocational rehabilitation
counselors, coordinators, and other personnel
used in the State, including a description of
how the system facilitates the accomplishment
of the purpose and policy of this title, including
the policy of serving individuals with the most
significant disabilities;

“(v) a description of standards to ensure the
availability of personnel within the designated
State unit who are, to the marimum exrtent fea-
sible, trained to communicatle in the native lan-
guage or mode of communication of an appli-
cant or eligible individual; and

“(vi) a detailed description, including a budg-
et, of how the funds reserved under subpara-
graph (B) will be expended to carry out the com-
prehensive system for personnel development,
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including the provision of in-service training for
personnel of the designated State unit;

“(B) assurances that—

"'(i) at a minimum, the State will reserve from
the allotment made to the State under section
110 an amount to carry out the comprehensive
system of personnel development, including the
provision of in-service training for personnel of
the designated State unit;

“(ii) for fiscal year 1999, the amount reserved
will be equal to the amount of the funds the
State received for fiscal year 1998 to provide in-
service training under section 302, or for any
State that did not receive those funds for fiscal
year 1998, an amount determined by the Com-
missioner; and

“(iii) for each subsequent year, the amount
reserved under this subparagraph will be equal
to the amount reserved under this subparagraph
Jor the previous fiscal year, increased by the
percentage change in the Consumer Price Indexr
published under section 100(c) in such previous
fiscal year, if the percentage change indicates
an increase; and

“(C) an assurance that the standards adopted
by a State in accordance with subparagraph
(A)(iii) shall not permit discrimination on the
basis of disability with regard to training and
hiring.

“(8) COMPARABLE SERVICES AND BENEFITS.—

“(A) DETERMINATION OF AVAILABILITY,—

‘(i) IN GENERAL.—The State plan shall in-
clude an assurance that, prior to providing any
vocational rehabilitation service to an eligible
individual, ercept those services specified in
paragraph (5)(D) and in paragraphs (1) through
(4) and (14) of section 103(a), the designated
State unit will determine whether comparable
services and benefits are available under any
other program (other than a program carried
out under this title) unless such a determination
would interrupt or delay—

“(I) the progress of the individual toward
achieving the employment outcome identified in
the individualized rehabilitation employment
plan of the individual in accordance with sec-
tion 102(b); or

‘(1) the provision of such service to any indi-
vidual at extreme medical risk.

“*(ii) AWARDS AND SCHOLARSHIPS.—For pur-
poses of clause (i), comparable benefits do not
include awards and scholarships based on merit.

‘(B) INTERAGENCY AGREEMENT.—The State
plan shall include an assurance that the Gov-
ernor of the State or the designee of the Gov-
ernor will ensure that an interagency agreement
or other mechanism for interagency coordina-
tion takes effect between any appropriate public
entity, including a component of the statewide
workforce investment system, and the des-
ignated State unit, in order to ensure the provi-
ston of vocational rehabilitation services de-
scribed in subparagraph (A) (other than those
services specified in paragraph (5)(D), and in
paragraphs (1) through (4) and (14) of section
103(a)), that are included in the individualized
rehabilitation employment plan of an eligible in-
dividual, including the provision of such voca-
tional rehabilitation services during the pend-
ency of any dispute described in clause (iii).
Such agreement or mechanism shall include the
following:

(i) AGENCY FINANCIAL RESPONSIBILITY.,—An
identification of, or a description of a method
for defining, the financial responsibility of such
public entity for providing such services, and a
provision stating that the financial responsi-
bility of such public entity for providing such
services, including the financial responsibility of
the State agency responsible for administering
the medicaid program under title XIX of the So-
cial Security Act (42 U.S.C. 1396 et seq.), other
public agencies, and public institutions of high-
er education, shall precede the financial respon-
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sibility of the designated State unit especially
with regard to the provision of auriliary aids
and services to the mazrimum extent allowed by
law.

*(11) CONDITIONS, TERMS, AND PROCEDURES
OF REIMBURSEMENT.—Information specifying
the conditions, terms, and procedures under
which a designated State unit shall pursue
and obtain reimbursement by other public
agencies for providing such services.

“(iii) INTERAGENCY DISPUTES.,—Information
specifying procedures for resolving inter-
agency disputes under the agreement or
other mechanism (including procedures
under which the designated State unit may
initiate proceedings to secure reimburse-
ment from other agencies or otherwise im-
plement the provisions of th