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. ’ . ' .
) HIGHER EDUCATION ACT OF 1965
(P.L: 89-329) .

Be it enacted by the Senate and House of Representatwes of the
United, States of America in Congress assembled, That: thls Act may
be citeéd as the “Higher Education Act of 1965

TITLE I—-COMMUNITY SEBVICE AND CONTINUING
EDUCATION' PROGRAMS .
b
N
ParT A—-COMMUNITY SERVICE AND CONTINUING ED‘&JCAT[ON
. ProGrams'

APPROPRIATIONS AUTHORIZED

Sec. 101. (a).For the purpose of (1) assisting the people of the
United States in the solution of community problems such as hous-
ing, poverty, g0v¢’rnment recreatien, employment, youth opportu-
nities, transportation, health, and laqd use by enabling the Com-
missioner to make grants under this title to strengthen community
service programs of colleges and universities, '(2) supporting the ex-
pansion of continuing education in colleges and universities, and (3)
supporting resource materials sharing programs, there are author-
ized to be appropriated $40,000,000 for the fiscal years 1977, 1978,
and 1979. .

(b) For the purpose of carrying out a program for the promotion "
of lifelong learning in accordance with the provisions of part B,
there are duthorized to be appropriated, $20,000,000 for fiscal year
1977, $30,000,000 for fiscal year 1978, and $4(),000,000 for fiscal year

1979.

(20 U.S.C. 1001) Enacted Nov. 8, 1965, P.L 89- 329, Title I, sec. 101, 79 Stat. 1219;
amended Oct. 16, 1968, P.L. 90-575, Title II, sec. )()l 82 Stat. 1035; amended June
23, 1972, P.L. 92-318, Title I, sec. 101(a), 86 Stat. 236; amended Octdber 12, 1976, P.L.

94-482, Trtlel Part A, sec. 101(a), 90 Stat. 208i

DEFINITION OF COMMUNITY SERVICE PROGRAM AND CONTINUING
W 'EDUCATION PROGRAM °

Sec. 102. (a) For purposes of this part, the term (u.nmumty
service program’ means an educational program, activity, or serv-
ice, including a research program and a university extension or
continuing education offering, which is designed to assist in the so- -

"+ lution of community problems in rural, urban,.or suburban areas,
with particular emphasis on urban and suburban problems where
the institution offering such program, activity, or service deter-
mines—
(1) that the proposed program, activity, or service is not oth-
erwise available, and

&
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[ © tAdded by Section 101(g) of Title | of P.L. 94-182. . . }
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(3) that the conduct of the program or performance of the ac
tivity or service is consistent with the institutionis overall edyf{™
cational program and is of such a nature as is appropriate to
the effective utilization of the institution’s special resources

. and the\competencies of its faculty. . :
Where course offerings are involved, such’courses must be universi-
ty extension ok continuing education courses and must be— .

‘ (A) fullyacceptable toward an academic degree, or

(B) of college leve] as détermined by the institution offering
such courses. . - :

(b) For purposes\of this part, the term “continuing education pro-
gram” means postsecondary instruction designed to meet the edu-
cational needs and interests of adults, including thg expansion of
available learning opportunities for adults who are not adequately
served by current educational 'offerings in their communities.

(c) For purposes of this part, the term “resource materials shar-

. -ing programs” means planning for the improved use of existing
# community learning resources by finding ways that, combinations
of agencies, institutions, and drganizations can make better use of
existing educational materials, communications ¥echnology, local
facilities, and such\human resources as will expand ‘learning oppor=
tunities for adults }n the area\being served. .

(20 U.S.C. 1002) Enacted Nov. 8, 196§, P.L. 89-329, Title.I, sec. 102, 79 Stat. 1219;
amended October 12, 1976, P.L. 94-482, Title I, Part A, sec. 101(bX1XA),
(bX1XB), (bX1XC), sec. 101(gX2), 90 Stat. 2083, 2086. o

L B .

:  ALLOTMENTS YO STATES :
) -
Sgc. 103. From the sums appropriated pursuant to section y{
for any fiscal year which are not resgerved under section 10p(a),!
. the Gommissioner shall allot to each State an amount'which bears
the same ratio to-such sums as the -population of such State Bears
to the population of all the States, except that, for any fiscal year
beginning on,br after October 1, 1976, State shall be allof&a
from'such.’sums less than the amount which such State received
during the fiscal year beginning July 1, 197
(b) The amount of any State’s allotment under subsection (a) for
any fiscal year which the Commissioner dete mines will not be re-
quired for such®fiscad year for carrying out the State plan (if any)
~ appreved urder this part shall be available fo reallotment from
’ time to time, on such dates during such year as‘the Commissioner
may fix, to othér States indproportion to the origipal allotments to
. such States under sugh subgection for such year, but with such pro-
~ portionate mmpunt fgr any- of such States being Yeduced to the
extenth;ﬁ excédds the sum the Commissioner estimates such State
- needs -afd_will ‘be able to use for such year for carrying.out the
‘State plan; and the* total of.guch reductions shall be similarly rea:
lotted a,rﬁphg the States whose. proportionate -amounts were not so

g - N
, sction 102(b) of P.L. 92-31§ provides as follows: ot ‘\
. b), The amendmeW ‘ade By the the second sentence of paragraph (1) of subsettion-(a) and
by paragraph (2) of sucl/subsecjon shall be effective after, une 30, 1972, and then—
“1) only -with r t to appj::riations_ fap title I of the Higher Education Act }\ISGS'for

+ _ fiscal'years beginning dfter Jug 04 1972; an . .. .

. “(2) only to the extent that theallotment to any State under seétion 103(a) of such title is not
less for® any ﬁscalgeglr than the allotment to that State under such section 103(a) for thi fiscdly
» year ending June 30,1972 ' i I N [ )
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: {
reduced. Any amount reallotted to a State under this subsection
“during a year from. funds. appropriated pursuant to section 101
shall be deemed part of its allotment under subsection (a) for such
ear. . : ,
Y (c) In accordance with regulations of the Commissioner, any
State may file with him a request that a specified portion of its al-
lotment under this part be added to the allotment of another State
under this part for the purpose of meeting a portion of the Federal
.share of the cost of providing community service programs under
this part. If it is found by the Commissioner that the programs
with respect’ to which the request is made: would meet needs of the
State making the request and that use of the specified portion of
such State’s allotment, as requested by it, would- assist in carrying
out the.purposes of this part, such portion of such State’s allotment®
shall be added to the allotment of the other State under this part
to be used for the purpose referred to above.

(d) The population of a St3te and of all the States shall be deter-
mined by the Commissioney on the basis of the most recent satis-
factory data available from the Department of Commerce. ‘

(20 U.S.C. 1003) Enacted Nov. 8, 1965, P.L. 89-329, Title I, sec. 103, 79 Sémt. 1220;
amended June 23, 1972, P.L. 92-318, sec. '102(aX2), 86 Stat. 237, amende Oct. 12, -
1976, P.L. 94-482, Title I, Part A, sec. 101(bx2), sec. 101igk2), Y0 Stat. 2084, 2086;
amended June 15, 1977, P.L. 95-43, sec. 1(ak1), 91 Stat. 213. " , :

3 : - USES OF ALLOTTED FUNDS

'Sec. 104. A State’s allotment under section 103 may be used, in
accordance with its State plan approved under section 105(b), to
provide new, expanded, or improved community service and con-
tinuing education programs, including resource material sharing

rograms. . $ . . , _

(20 U.S.C. 1004) Enacted Nov. 8, 1965, P.L, 89-329, Title 1, sec. 104, 79 Stat: 1220;
amended Octgber 12, 1976, P.L. 94-482, Title I, ¥art A, sec. 101(bx3), 90 Stat. 2084;

»  amended Jgn 15, 1977, P.L.95-43, sec. Liax2), 91 Stat. 213. . \

v, . ’ / STATE PLANS
SEc. 105. (a) Any State desiring to receive its allotment of funds
* - under this part for usé¢ in community service and continuing educa-
- tion programs, including resource material sharing programs, shall
designate or create a State agency or institution which has special
: qualificatigns with respect to solving community problems; and
~ which is broadly representative of institutions of higher education
-‘ in the State-which are competent to offet community service and .
» continuinge education programs, including resource material shar-
o ing programs, and shall submit to the Commissioner a State plan.
* - If a State desires to designate for the purpose of this section an ex-
‘isting State agency or institution whijch does not meet these re-
quirements, it may do so if the agency or institution takes such
action as may be necessary to acquire such qualifications and
assure participation of such institutions, or if it designates or cre-
ates a State advisory council which meets the requirements not
met by the designated, agency or institution to consult with the des-
. - ignated agency or institution in the preparation of the State plan.
. A State plan submitted under this part shall— ‘

N
N—— r -
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'(1) provide that the agency or institution so designated or created
shall be the sole agency for administration of the plan or for super-
vision of -the administration of the plan; and provide that such
agency or institution shall consult with any State advisory council
required to be created by this section with respect to policy matters
arising in the administration of such pldn; )

(2) set forth a comprehensive, coordinated, and statewide system
of community service and continuing education programs, includ-

. ing resource materials sharing programs under which funds paid to
the State (including funds paid to an institution or combination
* pursuant to section 107(c)) under its allotments under section 103
will be expended solely for community service and conti ing edu-
ocation programs, including resoutce materials sharing. pro
which have been approved by the agency or institution administkr-
ing the plan (except that if a comprehensive, coordinated, aid
statewide system of community service and continuing educatign
programs, including resource materials sharing programs .caniet”
be effectively carried.out.by reason of insufficient funds, the plan
may set forth one or more proposals for community service and
continuing education programs, including resource materials shar-
ing programs in lieu of a comprehensive, coordinated, statewide
system of such programs); _ . '

(3) set forth the policies and procedures to be followed in allocaf-
ing Federal funds to institutions of higher education and combina-
tions thereof in the State, which policies and procedures shall
.insure that due consideration will be given— : v Y

(A) to the relative capacity and willingness of particular ing
stitutions of -higher education and cembinations’ thereof
(whether public or private) to provide effective community ’
service and continuing education programs, including resource
materials sharing programs; , h

(B) to the availability of and need for community service and
continuing education programs, including resource materials
sharing programs among the population within the State; and

(C) to the results of periodic evaluations of the programs cary
ried out under this part; : . _

(4) set forth policies and procedures designed to assure that Fed-
eral funds made available under this part will be so used as not to
supplant State or local funds, or funds of institutions of higher edu-
cation, but to supplement and, to the extent practicable, to increase
the amounts of such funds that would in the absence of such Feder-
al funds be made available for community service and continuing
education programs, including resource materials sharing pro- -
grams; ' : »

(5) set forth such fiscal control and fund accounting procedures
,as may be necessary to assure proper disbursement of an account- -
ing for Federal funds paid to the State (including such funds paid
by -the State or by the Commissioner to institutions of higher edu-
cation or eombinations thereof) under this part; and . .

(6)- provide assurances that all iristitutions. of higher education in
the State have been given the opportunity to participate in the de-
velopment of the State plan. N '

(b) The Commissioner shall approve any State plan and any
. m'odi(ﬁ;iation thereof which complies with the provisions of subsec-
tion (a).n L .

3
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. ~ {c) The ,Commiésioner shall not by standard, ruie, regulation,

iideline, or any other means, either formal or informal, require a

tate to make any agreggent or submit any data which 1s not spet
cifically required by this part. . ,

(20 U.S.C. 1005) Enacted Nov. 8, 1965, P.L. 89-329, Title I, sec. 105, 79 Stat. 1220;
amended Oct. 16, 1968, P.L. 90-575, Title II, sec. 202, 82 Stat. 1036; amended Oct. 12,
1976, P.L. 94482, Title I, Part A, sec. 101(bX4), (bX5), (bX6XA), (bXGKB), (px(i)(C).
(bXT), (bXS), (bX9), (bX10), sec. 101(gX2), 90 Stat. 2084, 2085; amended June 15, 1977,
P.L. 95-43, sec. 1{aX3), 91 Stat. 213; further amended June 15, 1977, P.L. 95-43, sec.

/\ 1(bX1), (bX2), 91 Stat. 218.

.

N

w

V-

SPECIAL PROGRAMS AND PROJECTS RELATING TO NATIONAL AND
REGIONAL BROBLEMS :
Sgc. 106. (a) The Commissioner is authorized to reserve from the’
‘sums appropriated pursuant to section 101 for any fiscal year an
amount not in excess of 10 per centum of the sums so appropriated
for that fiscal year for grants pursuant to subsection (b). ,
(b)1) From the sums reserved under subsection (), the Commis-

sioner is authorized to make grants to, and contracts with instims

tions of higher education (and combinations thereof) to assist them
_in carrying out special programs and projects, consistent with the
purposes of this part, which are designed to seek solutions to na-
tional and regional problems relating to technological and social
changes and environmental pollution. ' -

(2) No grant or*contract under this section shall exceed 90 per
centum of the cost-of the program or project for which application
is made.?! ) .

20 US.C. 1005a) Enacted June 23, 1972, P.L. 92-318, sec. 102aXl), 86 Stat.
9236-237; amended October 12, 14976, P.L. 94-482, Title I, Part A, sec. 101(gX2), 80
Stat. 2086. ; e R

- ’
_ PAYMENTS

SEec. 107. (a) Except as provided in subsection (b), paymeflt under
this part shall be made to those State agencies and institutions
which administer plans ap ed under section 105(b). Payments
under this part from a'State’s allotment with respect to the cost of
.developing and carrying out its State plan shall equal 75 per

_ centum of such’co r the fiscal year ending June 30, 1966, /15

per centum of Such costs for the fiscal year ending June 30,1967,
50 per centum Oof such costs for the fiscal year ending June’ 30,
1968, and 66%: per centum of such costs fi | years ending on
or after June 30, 1969, except that no payfmentg for any fiscal year
shall be made to any State with respect to expe diturgs for devel-
oping and administering the State plan which exceed 5 per centum
of the costs for that year for which payment hder this subsection
may\be made to that State, or $40,000, whichever is the greater. In

L4 B B

1Section 102(b) of P.L. 92-318 provides as follows: -

“(b) The amendments made by the second sentence of paragraph (1{of subsection (a) and by
paragraph (2) of such subsection shall be effective aftpr June 30,1972, gid then— .

, (1) only with res| -to appropriations fof title i of the Higher &
fiscal years beginning dfter June 30, 1972; and}" | »

*(2) only to the extent that the allotment to\any State;under section 103ta) of such title is not
less for any fiscal year than the allotment to that State under Fuch section 103(a) for the fiscal
year ending June 30, 1972." - N Lt

\
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v 1 : : .
d rminiﬁ/g the cost of developing and carrying out a State’s plan,
thele shall be excluded dny cost with respect to which payments
were received under any other Federal program. \S

(b) No payments shall be made to any State from its allotments |

“for any fiscal year unless and until the Commissioner finds that
the institutions of higher education which will¢participate in carry-
* Jng out the State plan for that year will together have available
during that year for expenditure from' non-Federal sources for col-
lege andsuniversity extension and continuing education programs
not less than the total amount agtually expended by those institu-
tions for college and university extension and ¢ontinuing education
programs from sutk sources during the fiscal year ending June .30,
1965, plus an amountequal to not less than the nongFederal share
of the costs with respect to which payment pursuant to subsection
- (a) is sought. _ ¢ ,\P o .
_ (c) Pgyments to a State under this parf"may be de in install-
- ments/and in advance or by way of reimbursementn\fith necessary
_.'* adjugfments on. account of overpayments or underpayments, and
they/may bgpaid directly to the State or to one or more_participat-
~ * ing Institutions of higher educaﬁ/o?]\designated for this'purpose by
the State, or to both. .(,/ . )
v. %1965, P.L, 89-329, Title I, secfel, 79 Stat. 1221;
90o575 Title II, sec. 203, 82 Stat! 10:36; renumbered

20'USC. 1006) riacted.
Yiended Oct. 16, 1968, PL,
Jon 3. 1975, P.L. 92-31%. Title L. sec. 102Dy, 86 Stdt. 236; amended October 12,

. Kfﬂi» P.L. 94-4K2, Title I, Part A, sec. 101C), sec. 101(gx2), 90 Statv. 2085, 2(_)8(5\
7 s ~ ADMINISTRATION OF STATE PLANS W
éskéc. 108. (a) The Comymissioder shall not finally disapérove any
tatv plan submittedunder this part, or any deiﬁcation thereof,
*  without first affording \the State agency or institutfon submitti
the plan reasonalfle notjce and opportynity for a hearing. )
(b) Whenever the Commissioner, aftgr r;e?éonable notice and ‘op-
. %, ‘pertunity for hearing to the State agengy o

(1) the State plan
plies with the provisions of section 105(a), or .
» (2) in the administration of the plan there-is a failure to
i _comply substantially with any such provision, ¢ .
the C’ommissioner\sﬁall notify the State agency or institution that
the State will niot he regarded as eligible to- participate in the pro-
“this pdrt until he is satisfied that there is np. longer

“of institutign administer-
) ;\ﬁné-a State plan approve@:nder sectionf 105(b), ’ﬁnds%th{(t— '

..+ .gram under
- »' any such failyre to comply.,

20 U.S.C. 100f) Enacted Nov. 8, 1!)6:%' P.L. 89-329, Title [, seg 107, 79 Stat, 1222
renumbered Jufie 23,.1972. P.L. 92-31%, sec. 102aK 1), 86 Stat. 236; agended October
12, 1976, P.L. 94pd8z, Title'& Part A. sec. 101gu2), Y0 Stat. 20%6. ‘Z,h-

- .(\. 4 ‘ .

JUDICIAL REVIEW ’ ' .

. ‘ \
. ~T09. If a State’s plan is not agproved under section 105(bNgr
h State's el§gibility to participate in the program is suspendéd asfa

nay within si days afterfg&@w‘f' he Commissioner’s decidion
institute a civil action in An”appropriate United Statés district

N

s been so chiinged that it no longer com--

result of the Commissioner's action ugder section 108(b), the Stgfte,

-~
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’

court. In such an action, the court shall determine th ratter de -
novo. . : - ﬁ : { . o _le‘
(20 U.S.C. 1008) Enacted Nov..8, 1965, P.I #9-324. Title I, dec. 108, 7 Stat. 1222

renumbered June 23, 1972, P.Li. 92-31%, sec. 102(a)X D), 86 Stat. 236, amended October
¢ 12, éi)'?ﬁ. P.L. 94-482, Title I, Part A. sec. {01(dy, 10 Stat.2085. i .
B ~ . i . \ { .

~SPECIAL'PROGRAMS AND PROJECTS REE.@;ING TO PROBLEMS OF THE

ELDERLY

Sec. 110. (a) The,Commissioner is authorized to make grants to
institutions of higher education‘(and combipations thereof) to 'assés\t
such institutions in plgnning, developing,’and carrying out, consist:

? ent with the purpose-of thjs part, programs specifically designed t(} .
apply the resources of higher education to the problems of the el
. derly, particularly with regard to transportation and housing prob-
lems of elderly persons living in rural and isolated areas.

(by For_purposes of making grants under this section, there are
authori to be appropriated such sums as ' may be necessary for
the fiscal year ‘ending June 30, 1973, for each succeeding fiscal year /
ending prior to.October 1, 1978, and for the period beginning July

s 1, 1976, and ending September 30, 197§.

A (o) In carrying out the program authorized by 'this wection, the
Commissioner shall ‘consult with the Commissioner of the Adminis-
tration on Aging for the purpose coordinating, “where practica-
ble, the programs assisted .under this section with the programs as-
sisted under the Older Americans Act of 1965. -~ -/ ,

o7 120 S.C. 1008-1) Enacted May 3, 1973,(P.L. 9320, sec. KO3, §7 Stat. :',1.); amended
» Nove r 28, 1975, P.L. 94-135, sec. 201,189 Stat. 726; amended Octaper 12, 1976,
JP.L. 14-482, Title ], Part A, sec. 101(gx2), 4N\Stat. 2086. ’ o

~#/A TECHNICAL Ass\rSTAjzs AND'\AD;I}JNIOST.RA-TION

- SEgc. 111. (a) The Commissiofer is authorized to reserve n(gé" to -
_exceed 10 per centum of the amount ‘appropriated for any fiscal
' year pursuant to section 101(a) in excess 'f‘\i%l‘L,SO0,000 for the pug- .
. pose of this dection. . - . g . .
4« (b).From funds reserved under subsection (a) of this’ section, heu
Commissioner shall provide technical assistance to the Stateg and
- to institutions of higher education. Such technical gisistance
shall— N - : ,

(1) provide a natfional {)ffus' n netw
!’ffective\programs are known ‘among s
tions; o ol :

* . (2) assist with' the improvemenrit of’planning and evaluation

procédurgs; and . :

3 _pr.'(ﬁride information abhut the changing enyollment, pht-
N terns in postsecondary institutiony. and provide assistance to
- - sych $tates and institutions in their efforts to understand

: these changing patterns and to accommodate them.
(¢) The Commisssioner shall provide for coordination’between
! ﬁamﬁr?ni(y service and continuing education programs (including
resour§e materials shgring programs) conducted by him with all
“Nother appropriate offices and agencies, including such offices. and
agencies which administer vocational education programs, adult

help assure;tha_g
tates and institu-
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education programs, career edutation .programs, and student and
L]

" institutional assistance programs.

(20 US.C. 1008b) Enacted October 12,1976, P.1. 942482, Title 1, Part A, sec. 101ie),

90 Stat. 2085,

ment of this part, appoint a

. NATIONAEJ ADVlv/SORY.éOUNCIL ON EXTENSION AND CONTINUING
EDUCATION '

Sec. 112, (‘a) The Presidenthhall, within ninety days of enact-
ational Advisory Council on Exten-
sion and Continuing Education (hereafter referred to as the “‘Advi-

sory- Council”’), consisting of one representative each of the Depart- -

ment of Agriculture, Commerce,

Defense, Labor, Interior, State, -

. and Housing and Urban Development, and the Office-of Economic

education responsibilities as--the

Oppertunity, and of such other Federal agencies having\extension
-Presidert 'may desighate, and .

twelve members appointed, for staggered terms and wighout regard -
.to the civil servie laws, by the President. Such tyelve members
shall, to the extent possible, include persons knoyTedgeable in the” *

fields of extension and continuing éducation,

Ate and local offi-

cials, and other persons having special .kpowledge, experience, or
qualification with respect to comm-unMoblems, apd. persons rep- .
- resentative of the general public: The Advisory Co ncil shaffimeet

.

. at the call of the Chairman but not less often thén twice* a year.

* (b) The Advisory Gouncil shall

preparation of general regulations and with resp
\_\ ters arising in the administration of this part,
\. and

105(b),

in

cedures governing the approval of State
policies to eliminate duplication ¢
cooydinalion of programs under this part angfot fer programs of’feyx

issioner in’' the’
ct to policy mat- - |
inc¢luding policies
lans under section
to ceffectuate the ~

advise the Com

1

g exgension or continuing education activ ties and services. .
(c) The Advisory Council shall review the administratior and ef;

fectiveness of all federally supported e@sion and continuing edu-
ys

cation programs, including commu

nit vice programs, make réc-

ommerfdgyions with respect thereto, and make annual reports, com-
. mencing on March 31, 1967, of its fg dings and recommendations”

(including recommendations for chahges in.the provisions of this :
part and.other Federal laws rélatihg to extension and continuing .
education activities) to the Secretary and to the President. The

President shall transmit each such report to thefongress together

with his comments and recommendations. = Jo
(f) In carrying out its functipns pursuant to th'i’[s‘ gection, the Ad-
i

visory Council may utili2g the services and faci

ies of any agency

of the Federal Government, in accordance with afreéments be-
tween the Secretary and the head gf such agency. Subject to sec ¢

. | tiBn 448(b) of the General Education Provisions Act, the Advisory=_.
/’ Council shall continue to exXist until’the programs authorized by

this part are terminated. }

(20 US.C. 1909) Enacted Nov. 821965, P.
subsections (df and epealed April 13,

/R0-32Y, Title I, spe” 109, 79 s(m_ 122%;
70. P.L.'91-320,8€c. 101(h) and su_p'ersed-~ ~

ed by Part C Bf Title IV of P.L. 90-247 9£ amended; rem}n&v\l;)ed June 23, 1972, P.L.
y2-3]8, sec. 102(a)X1), 86 Stat. 236; regumbered, My, 1973, P.L. 93-29, sec. 803, 87

. StaAJ:M: amended August 21, 1974, P

and amended October 12, 1976, P.LI. 04-482

L. 93-3M#8ec. 831, 8¥ Stat. 603; renumbered

A, sec. IOHD(1XA) and (f1xB), Title I, Part A, sec. 101eg2)2), 90 tht. 2085, 2086,

NP .

_Title 1, Part A. sec.. 101te), Title I, Part j
p
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‘which the most
~and replicated.

._,__sha'll_ be available to-carry out qhe purposes of this section. \

. Ty
' . . g Y . LY
! « ’ . o -
RELAT}QNSHIP TO OTHER PROGRAMS

: o % . ’ L
Sec, 114. Nothing in this section shall modify finy authority

under the Act.of May 8 1914 (Smith-Lever Act), as amended (7
U.8.C. 341-348). L.

(20 US.C. 1010) Enacted Nov. 8, 1965, P.L. 80-329, Title I, sec. 110, 7Y Stat. 1224;
renumbered June 23, 1972, P.L. 92-318, sec. 102ai]), 86 Stat. 236; renumbered May'
3,973, P.L. 93-29, sec. 803, &7 Stat. 59; renumbered and amended October 12, 1976,
P.L. 94-182, Title I. Part A, sec. 101ie} and sec. 1012, 90 Stat. 2085, 2086,

LIMITATION Coe N

. 7 < ) ,
\' Sec. 114. No grant may be made under this title for any educa-

tional program, actjvity, or service related to sectarian instruction
or religious worship, or provided by a school or department of
divinity.’ .

(20 U.S.C.“1011) Enacted Nov. 8, 1965, P.L. 89-329, Title I, sec. 111, 79 Stat. 1224,
renumbered June 23, 1972, P.L. 92-31X%, sec. 1020 T 86 Stat. 236; amended June 23,
1972, P.L. 92-318, sec. 131d)2), 86 Stat. 260, renuthbered May 3, 1973, P.L. 93-24,
sec. 803, 87 Stat. 39, renumbered October 12,1976, P.L. 94-482, Tifle 1. Part A, sec.
101(e), 90 Stat. 2085. ’ KRR :

3

(Nogg. —Section 103 of P.L. 92-318 provides as follows:) ~ .
. . . | 91
EVALUATION OF ACTIVITIES |

B(EC. 103, (a) During the period beginning with the date of enact-
ment of this Act and ending Julv 1. 1974. the National Advisory
Aﬁntinuing Education, hereafter in fhis

section referred to as the National Advisory Coygncil. shall conduct
a review of the programs and projects carried out with assistance
under title I of the Higher Education Act of 1985 prior to Julvy 1.
7973. Such review shall includle an cvaluation of specific programs -
and projects with a®viéw toward ascertaining which of ¥hem show.

~or have shown (1) the greatest promisq in achieving the purposes of

.

—_such’ title. and (2 the greatest returm for the,resources devoted to

them. Such review shall be carried by direct evaduations by the Na-.
tional -Advisory Council. by the use of other agericies, institutions,
and groups, and by the use of independent appraisaunits. )

(b¥ Not later than March 31. 1974, and March 1. 1975. the Na-
tional Advisory Council shall submit to 'the Committee on Labor
and Public Welfare of the Senate and the Comgstttee on Education

-and Labor of the House of Representatives a,report on the review

conducted pursuant to subsection'(a) Such report shall include (1)
an evaluation of the program authorized by title I of the Higher
Edication Act of 1965 and of specific programs and projects,assist-
ed through payments under swch title. (J) a description and dn an}il-
ysis of programs and’ projects which are determined to be most suc-
cess/?tl. antl (J)Irecommendat‘ions with respect to the means by

success{tl programs and projects can be expanded

(¢) Sums appropriated-pursuant 1o section 401(c) of the General

"..Education Provistons Act for.the purposes of section 402 of such Act

. v -
2 . AN . v .
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, ¢ - " PART B—LIFELONG LEARNING!, .

e _"amnm_.ucs I i,.

Skt {31: The Congress finds that—,

« (1) accelerating sociall and: tethnological ‘change. have had
.. impact on the dura ion” and’ quality of life; . .-
-".*. (2) the Amgrican people need lifelong learningtto, enable
... them to adjust to Social, technelogical, political and 'éc5mor_nic -

* " chapges; * " <. " - . Lo
Jéﬁ{; lifelong 1earnﬁxg has # role in deygloping the poteftiat of -
~_ .8# persgns including impprovement of _tﬁh"pers_onal well-being, .
. upgrading-their workRI‘ace skills, ‘qndib.ﬁrepa;ing«th'em» to .par-
. fticipate;in the Tivic, cultural, apd political life of the Nation;
.. *.-.(4) lifelonj learning.is important fn meeting,the needs of the'

. growing n er of older and retiredipersons; Sl
S €] learning takes place through formal and irfformal_inskruc-
-, - tion, thrgugh.éducatioral programs conducted by publi¢ and
ori lucgtional and other jristitutio prganizations,
ndependent study,-ahd through ‘the &fforts of busi-

stry, and-labor; -t . o r

.fv. is hecessary at the national, State, and lotal
e effective use of existing resources in.the light
characteristics and learning needs of the

pulation; . -
po(7) more/effective use should be made of the resourcm?TBe
- Nation's Bducational institutions in order to assist the people
of the United States in the solution of community problems yn
areas such as housing, poverty, government, recreation, e;lh-
loyment, youth opportunities, transp rtation, health} and
and use; and : .
(8) American society should have as a goal the availability of-
- appropriate opportunities for lifelong learning for &1l its citi-
zens withoy} regard to restrictions of previous education or
« _training¢ sex, age, handicapping condition, social or ethnic
background, or economic circumstance. .
(20 US.C. 1015 Enacted October 12. 1976, P.L. 982 Title I. Part A. Sec.
101(gx3), 90 Stat. 3086 GBI

.

-SCOPE OF LIFELONG LEARNING

Skc. 132. Lifelong learning includes, .but is not limited to, adult
basic education, continuing education, independent study, agricul-
tural education, business education and labor education, occupa-
tional education and gob training programs, parent education, post-
secondary education, preretirenrent and educatjpn.for older and re-
tired people, remedgal education, special educational programs for

_groups or for indivlduals with special needs, and also educational
activities designed to upgradeloccupational and professional skils,
to assist business, public agencies, and ;other organizations in the

& .

e 4

. 1 Added by title I of Pub. L. 9472, the Education amendments of 1976,

K i3
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use or }pnov,ati@‘;wmeWh results, and to serve family needs
dnd personal deV ucteq L. L .- > ! v A

20 US.C rjp188) 7. QQ or 12, 1976, ! 94-488, Title 1, Part A, Sec.

© 101(gX3), 90 St}at. 293’/ _tobe_ X 2L : i el . .

-
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. Ne Lﬁﬁ{ﬁmé ACTIVITIES

-, e ; ‘ . , I
Sec. 133, () Tlguanstslstant Secretary shall carry out, from funds
appropriated puf dinaty® gection 101(b), a program of plgnning, as-
sessing, and, co# provig:'§ projects related to lifelong learning. In
carrying oyt thé oy g of this gection, the Agsistapt Secretary
shall— LAPTOw : _ ‘-
(1) foster ’gpro N c&grdiﬁation of Federal support for life-
long learni?’ ce N ] ‘ . o :
(2)‘act as ludin ) h0u§é~for 1nformatfon regardint‘l}fe‘long
learnjng, iPycato the-identification, collection, and dissemi;
nation to e2.ding )., and. the public of existing and new infor-
« . matiop reg?t andlrﬁlong learning programs which are or may
be carried 9Govery Sypported by any department or agency ‘of
‘the Federal gresen Ment; o ,
(3)-review lifelon Qnd ’proposed meth(_)ds of ﬁnancing and ad-
ministering 2 exteg learning, to determine— )
(A) thogrant ¢ which each promotes lifelong learning,
(B) P¥1eto g and administsative features . of each that
Contribog needQl‘\,ing lifelong learning, . .
(C) tl’"and Por addijtional Federal support for lifelong
learniﬂ%ocedub - ~ )
(D) P, may \& py which 'Feder‘al assistance to lifelong
lea'mirlgose of & petter applied and coordinated to achieve
the pu” the thg title; . : U
(4) “revie loyery lifelong learning Oobportunities Provided
throygh e hools ™ ypions, the media; libraries and museums,
secondary Ziplic a g postsecondary educational institutions,
and other P'; enhgd private organizations to determiné means
by which t¥ facilit\cement of dheir effectiyveness and coordina-
‘tion may b? exist i \ted: . ‘
(H) reviex*’progra ] “major forelgr lifelong learning Programs
related 7510 Ny in order to determing the applicability of
progf?ﬁ; pxxsti}ljs country: . .
(6) identi’signeq ‘lg parriers to lifelong learning and evaluate *
programs 67 extény ‘o eliminate such barrijerg; an% .
~ (1) to theoies of bractiCablev,See!‘ ‘the advice and assistance
of the age“ﬂ, the I\tlhe Educatioh Division (including the Office
of Equcatio’ gent ~“ational Institute of Education, the Fund for
the Improv%ducatif postSecondary Education and the National
Centey for ’ publﬂ)h Statistics), other agencies of the Fe{ieral
Goverhme?,,uncily® gdvisory Broups (including the National
Advigory thion‘ On Extensidn and Continuing Education,
Adulg Edl}oﬂal Eq Q reer Education, Community Education,
and Vocatl‘yion on llQation), Commissions (including the Nation-
al CommisgommissLibraries and Informatjon Sciences and the
I\Iationalgcper Pe, o -on Manpower Policy), State agencies,
and sych ot"put t}fbns or organizations as may be appropriate,
In Carryingrﬂum L1§ Assistant Secretary’s responsibilities, and
make max! & of information and studies already availa-

¢

Y

=
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o/
ble. The?! review requiréd by, clause (3) of this subsection Shall}

inclydc(ei-)—-a
and ot

comparative assessment of domestic and foreign tax
heF incentives to encourage increased commitment

of business and labor;

(ii) a

tlement; programs ;or educational-_vouchers desig]
ist adults to undertake education or training in cOB- =l

assist

study of alternatives such as lifelong lexning snt‘l- .
signed to

junetion with, or in periods alternative to employment; -
#(iii) review of possible modifications to existing Federal
and .State student assistance programs necessary to. in-

crease
adults;

their relevance to the lifelong learning needs of all +

(iv) the org'an/izati(m and deéign of funding for'pre- and ,

post-retirement training and education for the-elderly; and

(v) modifications to Fedéral and State manpower ftrain- -
ing, public employment, unemployment compénsation, and
similar. funding programs so as to better facilitate lifelong sy

educat

ion and’training and retraining, for,employment.

(b) After consultation with appropriate State agehcies, the Agsist-
ant Secretary is authorized— ) &— ‘
(1) to assist in the planning and assessment, to determine /
whether in each State there is an equitable distribution of life- /
long learning services to all segments of the adult population;/
(2) to assist in assessing the appropriate roles for the Feder<
al, State, and local governments, educational institutions and
community organizations; and
(3) to assist in considering alternative methods of financing
and delivering lifelong learning opportunities, including—"

(A)

identification of State agencies, institution$, and .

groups that plan and provide programs of lifelong learn-.

. ing,

(B) determinatibn,of the extent to whk;h prgérams are.

available geographicalty, , ‘X .

. (O) a. description of demographic charac ristics of the

population served, ) kM ' ‘
(D) analysis of reasons for attendance in programs of

lifelong learning, and

& (E) analysis of sources of funds for the conduct of life-
- ¥ 1ong learning ppograms, and the financial support. of per-
sons attending programs of lifelong learning.

(c) The Assistant Secretary i§ authorized, with respect to. lifelong
learning, to assess, evaluate the need for, demonstrate, and develop
alternative methods to improve— o7

(1) research and development activities;  _
(2) training and retraining people to become edut\at}gs of

adults;

(3) development ‘of curricula and delivery systems appropri-
ate to the fleeds of any such programs; '

1In an apparant typographical error in the slip law. there are no quotation marks before The.
upon.an examination of Senate Report No. 94-882 and 8. 2657 (as passed irrthe Senate on
August 27, 1976), we assume that the sentence beginning with the words "The review required

by clause (3" and en
part of Section 133(a).

ding with the words “and training and retraining” for employment” is a

<

£
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“.(4) development of techniques and systems for guidance and

r counseling of adults and for training and retraining- of counsel-
ors; N : .

(5) development and dissemination-of instructional materials
“ appropriate to adults; - )

.. - (6) assessment of the educational needs and goals of older
and retired persons and their unique contributions to. lifelong ~
learning programs; ! S C
! (1) use of employer and union tuition assistance and ogher

. educational programs, educational and cultyral trust Uf}ds_’

and other.similar educational benefjts resulting from collectivé

* bargaining - agreem nts, and other private funds for the sup-

port.of lifelong legrning; . : )
(8) integration 6f public and private educational funds which
. encourage participation in lifelong learning, including support
of guidance and counseling of avorkers in ordgr that they can.
make best uee of funds available to them fop/lifelong learning
opportunities;-and - o
(9) coordination within communities among educators, €m-
ployers, labor organizations, and other appropriate individuals s
and entities to assure that lifelong learning opportunities are
designed to meet projected oareer and occupational - needs of
the community, after tonsideration of the availability of guid- .-
ance and counseling, the availability of information regarding
occupational and career opportunities, and the availability of
appropriate educationdl and other resources to meet the career . 4
and occupational ngeds of the community. - .
d) In carrying out the provisions of this section the Assistant

I Secretary is authorized to enter into agreements with, and to make
grants to, appropriate State agencies, institutions of higher educa-
tion, and publitgnd private nonprofit organizations . -

) In carrying out the provisions of this section, the Assistant
Secretary shall issue reports summarizing research and analysis
conducted pursuant to this section, and shall develop the resources
and capability to analyze and make recommendations regarding
specific legislative or administrative proposals which may be con-
sidered by the President or by the Conggess.

20 U.S.C. 1015b) enacted Oct. 12, 1976, P.L. 94-482, Title I, Part A, sec. 101(B¥3),
,90 Stat. 2087, 2088, 2089; amended June 15, 1977, P.L. 95-143, sec. laax4), 91 Stat. 213. ~
N N v

REPORTS .

SEC. 134. The Assistant Sechetary shall transmit to the President
and to the Congress a report on such results from the activities
canducted pursuant to this part as may be completed by January 1,
1978, together with such legislative recomgendations as he may
deem appropriate. The Assistant Secretary{shall similarly report
annually thereafter.

(20 US.C. 1015¢) enacted Oct. 12, 1976, P.L. 94-482, Title I. Part A, sec. 101(g¥3), '
90 Stat. 2089. .

~ ’
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"TITLE, II—COLLEGE LIBRARY ASSISTANC AND LIBRARY
o TRAINING AND RESEARCH! R

M T &

.

COLLEGE LIBRARY PROGRAMS; TRAININ(:; RESEARCH

SEg 201. (a) The "Commissioner shall carry out a brograng of ﬁ-{;j,; ,

nancial assistance— . . - b W

(1) to assist and.encourage institutions of higher edugatfon i

the acquisition, of library resqurces, i cluding law library, re-
sources, in aceordance with part'A; and .

(2) to assist with and encourage r search and training -per-

sons in librarianship, including law librarianship, in accord: ..

ance with part B. -

(b)¥For the purpose of making grants under parts A and B, there
are %‘thorized to be appropriate $110,000,000 for fiscal year 1977,
$115000,000 for fiscal year 1978 and $120,000,000 for fiscal year
1979, Of the sums appropriated pursuant to the preceding gentence
for any fiscal year, 70 per centum shall be used for the pufposes of
part A and fiscal year, and 30 per centum shall be used for the pur-
poses of part B, except that the amount available for-the puxposes
of part B for any fiscal year shall not be less than the amoufit ap-
propriated for such purposes for the fiscal year ending June 30,
1972. ) .

‘(c) For the purposes of thi§ title— , »

(1) the term “library resources’ meéns books, periodicals,
decuments, magnetic tapes, phonograph records, audiovisual
materials. and other related library materials; including neces-
sar%' binding; and (fl

(2) the term “librarianship” means the printiples and prac-
tices of the library and information sciences, including*the ac-
quisition, organization, storage, retrieval and dissemination of
information, and reference and research use of library and in-
formation resources. . :

(20 U.S.C. 1021) Enacted Nov. 8, 1965. P.L. 89-329. Title 11, sec, 201, 79 Stat. 1124:

/

& .

amended-Oct. 16, 1968, P.L. 90-575, Title 11, sec. 211, 82°Stat. 1036; amended June .

23, 1972, P.L. 92-318, Titlk 1, sec. 111(h¥ 1), 86 Stat. 238; amended October 12, 1976,

P.L. 94-482, Title I, Part B, sec. 106, 90 Stat. 2089. .
\

4
, PapT A—COLLEGE L1BRARY RESOURCES

BASIC GRANTS , '
Sgc. 202. Fromi the amount available for grants under this part
pursuant-0 section 201 for any fiscal year, the -Commaissioner shall
make basic r?nts for the purposes set forth in s[}c‘:\tion 201(ax1) to
institutions higher- education, to combination of such institu-
tions, to new institutidns of higher education ig the fiscal year pre-
ceding the fiscal year in which students are td be enrolled (in ac-

v L]

tSection 519 of P.L. 93-380 provides as follows: ) R

“Sge. 519. (a) There is established. in the Office of Education. an Office of Libraries and
Learning Resources (hereafter in this section referred to as the “'Office”). through which the
Commissioner shall administer all programs in the Office of Education related to assistance for.
and encouragement of. libraries and information centers and éducation technology.

“(by The Office shall be headed bi; a Director. to whom the Commissiener shall delegate his
delégable functions with respect to the programs administered through the Office.”

17 | ” *
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cordance with\ criteria prescribed by reE ation); and other public*
and privs nprofit library institutions \whose primary function |
is to provide library 4nd information services to institutions” of
higher education on a formal, copperative busis. The ﬁnour‘}t of a .
basic grant shall, for any fiscal year3be eanl to the“amount ex-
ended by the.applicant for library resources during_that year
om funds otherithan funds received under this part, except that - -
no basic gnant'shall” exceed .$5,000 for each such institution of
higher- education and each branch of such institution which is lo-
cated in'a community different from that in which’its parent insti-
—. tution is located. as.determined-in accordance wit“'n_regulations of
" the Commissioner, and @ Basic grant under this subsection may be
made only if the application thérefor is approved:by the Cofnmis= *°
sioner upon 'his determinatiorrthat the appligation (whether by amy =~
individual institution or a Combipgtioy of instjtutions)— . =~ "~ '° -
(1) provides satisfatofy™hssurance that the applicant - will
expend during the ﬁscab';)}‘ar for which the basic grant is
sought, from funds other than funds received under this part-g .
(A) for all library p'lig&sgs (exclusive of construction), an

Amounf not less than{ the average anrtydl amount it ex-
pended: for such purposes during the two fiscal years’pre-
ceding the fis€al year for which assistance is sought yfder
this party,and ) . o \1

*  (B) for’library resources, an amount not less thah the
average amount it expendegd for such resources during the

< two fiscal years preceding the fiscal year for which-assist- .

7 ance is sou under this part, : )

except, that, ifhe Commissioner determines, in accordance

with regulatgons, that there are special and unusual circum-" ~

stances whi{h prevent the applicant from making theé assur-

ances required by this clause (1), he may waive that require- .

ment for one or both of such assurances; ’ :

2 provides for such: fiscal control and fund accounting pro-.~
“*" cedures as may be necessapy to assure proper disbursement of

“and accounting fog Federal funds paid to"the applicant/under ’
this section; and .

_(3) provides for making such reports, in such form and con-
taining such information, as the Commissioner-may-require to
carry out his functions under this section, and for keeping such
records and for affording such access thereto as the Commis- —
sioner may ﬁné?necessary to assure the correctness and verifi-

cation of such reports. .

(20 U.S.C. 1022) Enacted Nov. 8, 1965, P.L. 89-329, Title II. sec. 202, 79 Stat., 1224:
_amended Nov. 3, 1966, P.L. 89-752, sec. 4, 80 Stat. 12.43; amended Oct {6, 1968, P.L.
T 90-575, Title 11, sec. 214. 82 Stat. 1037; amended June 23,1972, P.L. 92-318, Title I,

sec. 111(bN2NA), 86 Stat. 238; amended and redesignated June 23, 1972, P.L. 92-318,
Title I, sec. 112, 86 Stat. 210 .
;e ‘

Fi R
=T _©  SUPPLEMENTAL GRANTS

Sec. 203. (a) From that part of the sums-appropriated pursuant
to section 201 for the purposes of this part for any fiscal year
which remains after making basic grants pursuant to section 202,
and which is not reserved for the purposes of section 204, the Com-
missionen shall make supplemental grants for the purposes set

Q
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forth in section 20}aX1) to institutions of higher education (and to
éach branch of such institution which is located in a com unity
different from that in which itgsparent institution is’ located, as de- * /
termined in accordgéce‘with regulations of the Commissioner) and
combinations «h institutions. The amount of a supplemental -
grant shall not exceed $20 for each full-time student (including the
full-time equivalent of the number of pa:g@‘!: studentsreqrolled
it each such institution (or pranch), as determined pursu%eg—'
tions of the Commissionéy: A supplemental grant may be de Y,
ly Upon application therefor, in such form and containing such -
‘inforl;matien aS\the' Commissioner may require, which applicatjon ,
al -— \ - . .
y 1) meet t}?e application requirements set forth in section

2; - y - ' .
(2) describe the size and quality of the library reso r@s of. :
the applicant in relation to its present enro)}{lient and ‘any ex-
pected increasein its enrollment; W U .
(3) set forth any special circumstances which are impeding or
will impede the proper development of its liprayy. resources;
o (4) provide égneral description of -how a, supplemé§tal <
grant-would be\used.to improve S\he size_or quality of it li-ev -
- brary resources. j o F ! : S
(b) The «Commissionér shall approve applications_for supplemen- -,
tal .grants on the basis of basic criteria prescribed in_regulatif')hs : ’
and developed after consultation with the Council created under
section 205. Such basic criterid shall befsuch as will best tend to
achieve the objectives ‘of this and they«1) may take into con-
sideration factors such asMie size and a&e of th® library collection
and student enrollment; 4nd (2)shall give priority to institutions in -
reed of financial, assistance for library purposes. : :

(20 U.S.C. 1023 Enacted Nov. 8, 1965, P.L.'88-329, Title II, sec. 203,.79%tat. 1225;
amehded Oct. 16, 1968, P.L. 90-575, Title II, sec. 212(a); amended June 23, 1972, P.L.
92-318, Title I, sec. 111(bX2XB), 86 Stat. 239; sec. 112(bX2), 86 Stat. 240; and sec. .
113(a), 86 Stat. 240. : ' : .

’. i
_*SPECIAL PURPOSE GZ: TS. <

201 for the purposes of this part for any fiscal year, tie Commis- ——
thereof

SECT-Z@ (aX1) From the sums appropfiated pursuagt to section

sioner is authorized to reserve not to exceed 25 per cent
for the purposes of this section. o “'
(2) Sums. reeeived -pursuant to paragraph’ (1) &ay be used to
make special grants (A) to institutions of higher education f(or to
branches of such institutions whjch are located in a community dif-
ferent from that in“which the parent institution is located, as de-
termined- in accordance with regulations of the Commissioner)
which demonstrate a special need for additional library resources  \
and whick demonstrate that such additional library resources will '
mgke a substantial contribution to the quality of their educational.
resources, (B) to.institutions of higher educatioh (or to such
branches) to meet special national or regional needs in the library
and information sciences, (C) to combinations of institutions of
higher education which need special assistance in establishing and
st}rengthemng joint-uge ‘facilities. Grants under this section may be ‘

v
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ysed only for books, periodicals, documents, magnetic tapes, phono-
graph records, audiovisual matefials,.and other related library ma-
terials (including necessary binding), arid (D) to other public and
private nonprofit library institutions which provide library and in-
formation services to institutions_of higher edacation on a formal,
cooperative basis. . .

(b) Grants pursuant to paragraph (2) shall be made updn applic}a- .
tion providing satisfactory assurance that (1) the_applicant (or ap-
pliéants jointly'in the case of a combination of -institutions) will
expend during the fiscal year for which ‘the grant |s requestad
(from funds other than funds received under this part) for the sam
purpose as such grant an amount from such other sources equal to -
not less than 33%; per centum of such gragt, and (2\in addition °

~ each such applicant will expend.during such ¥scal year (from_such
othér sources) for all library purposes (excluside of construction) an,

- amount not less than the averagerannual amgint it expended for ~
such purposes during the two-year period endig June. 30, 1965, or

during the two fiscal years~preceding the fisca} year for which the
g§ant is requested, whichgver is less. * C

)} 20 US.C. 1024) Enacted Not. 8, 195, P.E. 89329, Title IL, sec. 204, 79 Stat. 1226;
amerfled Oct. 16, 1968, P.L. 90-575, 'Title II. secs. 212(b), 213, 82 Stat. 1036y1037;
amended dune 23, 1972, P.L. 92-31R, Title I, sec. 11 1tbx2xC), 86 Stat. 23Y. &

{ " .

.

A
& ADVISORY COUhLC"IL ON COLLEGE LIBRARJ{{ESOUR‘CES

» . "
:E&lsc., 205. (a)ﬁqe Commissioner shall establish.in the @ffice of

- \ication an visory Council.ofi College Library Resourges con-
sisting of the Commissioner, who shall be Chairman; and eight
members :appointed, without regard to the civil service laws, by the
Commissioner with the approva] of the Secretary. f\a :
" (b) The Advisory Council shall advise the Commissibner with re- 5
. spect to establishing criteria for the making of supplemental grants®
under section 203 and the making of special purpose@rants under
.section 204. The Commissioner may-appoint such special advisory- N,
an#,technical experts and consul%nts' as may be useful in carrying’’ .

'

out the functions of the Advisory Council. o _‘.
(20 U.S.C. 1025) Enacted Now. 8, 1965, P.A. 89-329, Title II, sec: 205, 79 Stat. "1226;". )
.. 'subsection(c) repealed April 13, 1970, P.L. 91-230, sec. 01(h) and supersdtied by pt.
“ C of title IV of P.L. 90-247, as amended. (20 U.S.C. 1233¢) ’ b

) 1

* ACCREDITATION REQUIREMENT FOR PURP(AHS OF THIS PART - 2 *
Sec. 206, For the pyrposes of this part, an educational institution G,_:
shalkbe deemed to h;ve beéen accredited by a nationally recognized
accrediing agency or associatibn if the Commissigner determines
that there is satisfactory assurance that upon. acqulsition of the li-
brary resource§iwith respect to which assistance under this part is,
sought, or upon \éc‘quisitjon of those resources and other library re-
sources planned tog_acquired within a reasonable time, the instf.i,}
tution will meet the ccreditatioh}itiydards of such agencyor asfo- .

N . d ) . g 7 . LIRS

ciation. R L\ Cow P w

(20 U.S.C. 1026) Enacted Rjov. K. 1!)(;5;‘{}.14. H9:3252./il"itle IL Sec. 206. 79 Stat. 1226. -

. ARG R .
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LIMITATIONS - o/

Sec. 20, No grant may be made under this part for books,
seriodicals, Mocuments, ‘or other related materials to bé used for

sectarian instruction or religioys worship, or primarily in connec-
:ion ‘with .any part of the progr%sm of a school .or department. of di--

vinity. . . .
(20 US.C."12 ted.ggv. 8, 1965, P.L, 894329, Title II, sec. 207, 79 Stat. 1227; -
amendéd June P.L¥02-318, sec. 131(dx2 Stat. 260. .

v

Skc. 208. Bach institution of [:?ghe);ed/ucation which recaives a - .
grant.urider this part shall peria ically inform the State agency (if
any) concerned with the educatipnal activities .of all institutions of
higheér educafion in the State:in whrch such institution is tocated,
of its activitjes under this part. ° \ )
(@20 USC. Y 28) Enacted Nov. 8, 1965, P.L. 89-329, Title I, sec. ZQS. 75} Stat. 1227.- ..

v Tyee

OySULTAfrmN WIT YAGENCY

. b . )
—LIBRARY TRAINING AND RESEARCH © e
: . / BT

TRAINING D RESEARCH PROGRAMS

¢ 221. From the amoun \a\;aﬂable Hfor granté under this part
pursuant to section 201 fo* y fiscal year, the Compaissioner shall

;o

carry out a program of m#Ripg Jants,in wecordange withssections
222 and 223. Of such-amo per centum shall be available
for the purposes of section 53 per kentum shall be availa-*
ble for thé®purposes of se ‘ . v
(20 U.S.C. 1031) Ena une 23, 1972; PIf.

‘Stat. 239.
Sec. 222. (a) The Commissioner f& auth rizedgto make grants to /
institutions of higher education and librgry orgdnizations or agen-
cies to assist them in‘training pezsons in librariahship. Such gw
be used by such institutions, library organizations or agefici '

(1) to assist in covering the cost of courses of training or study (in-
cluding short term or regular session institutes) for such persons,
(2)° for establishing and maintaining fellowships or traineeships g
with stipendsfincluding allowances for traveling, subsistence, and )
other expenses) for fellows and others undergoing training and
their dependents, not in excess of such maximum amounts as may
be prescribed by the Commissioner, and (3) for establishipg, devel-
oping, or expanding programs of library and inférmati®® science.

3t less than 50 per cenfum of the grants made under this subsec-
tion shall be for the purpose of establishing and maintaining fel-
lowships or traineeships under clause (2). . :

(b) The Commissioner may make a grant to an institution of
,higher education and library organizations or ‘agencies .only upon
application by the institution and only upon his, f"1n7ding that such ~

18, Title I, sec. 111(bX3XA), 86

v

>
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» ?Ogra ‘will substantiall'y further the objective of increasing the

J

pportufities throughout the-Nation for training in librarianship.
(20 U.S'C. 1033) Enacted Nov. 8, 1965, P.L. 89-329, Title II, sec. 223, 79 Stat, 1227,

B Y

amended Oct. 16, 1968, P.L. 90-575, Title II, sec. 216, 82 Stat. 1037; amended June .

23, 1972, P.L. 92-318, Title 1, secs.;111(bX3) (B) and (K); redesig?ated by P.L. 92-318,
sec. 111 (bX3XD), 86 Stat. 240. L. .
T RESEARCH WDEI\J[ONSTRATIONS RELATING TO LIBRARIES A}ND THE

= TRAINING' OF LIBRARY PERSONNEL

4 Al

S‘Ec: 223. (a) The Commissioner is authorized to make grants to

institutions of higher education @&nd ether public or private agen- -
" cies, institutions, and-organizatjions, for reSearch and demonstra-

tion ‘projects relating to the imjprovement’of libraries or the im-
provement of.training in librarifgnship, including the-development
of rikw techniques, systems, and gquipment for processing, storing,
andddistributing information, and For the dissemination of informa-
tion derived from such research ard demonstrations, and, without
regard tosection 3709 -of the Revised Statutes (41 US.C. 5), to pro-
vide by ‘contracts with them for the conduct of such™ activities;
except that no such grant may be made to a private agency, organi-
zation, or institution other than a nonprofit one.

(b) The Comniissioner is authorized to appoint a special advisory

committee of not more than nine members to advise him on mat- -

ters of general policy concerfing research and demonstration pro-
jects relating to the improveffient of libraries and the improvement
of training in librarianship, or concerning special services neces-
sary thereto or special problems involved therein.

(20 U.S.C. 1034) Enacted Nov. 8, 1965, P.L. 89-329, Title II, sec. 224, 7§btat. 1228,
subsec. (c) repealed Apr. 13, 1970, P.L. 91-230, sec. 401(h) and supersed y pt. C of

title IV of P.L. 90-247, as amended. (20 U.S.C. 1233%.); redesignated Juhe 23, 1972,
P.L. 92-318, Title I, sec. 111(bX3XD), 86 Stat. 240. .

ParT C—STRENGTHENING RESEARCH LIBRARY RESOURCES

¥

; FINDINGS AND PURPOSE »

Sec. 231. (a) The Congress finds that— .
(1) education, scholarship, and research are significant to the
scientific, economic, and cultural development of the Nation,
and that steady advances in the social and natural sciences are
essential to solvg the problems of a complex society;
(2) the Natiop's major research libraries are often an essen-
iy undergraduate education, and are essential to
advanced and professional education and research; and

(3) the expansion in the scope of educational and resdrch
prograths and the rapid increase in the worldwide production
of recdded knowledge have placed unprecedented demands
upon major researth libraries, requiring programs and services
that strain the capabilities of cooperative action and are
beyond the financial competence of individual or collective li-
brary budgets.
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(b) It is the purpose of this part to promote research and educa-
tion of higher quality througheut the United States by providing
W&@ ance to major researc libraries. - . .

(26-UST-1041) Enagted, Nov. 8, 1965, P.L. 89-329, Title II, sec. 231, 79 Stat. 1228;
amended Oct. 16, 1968, P, 90-575, Title II, sec: 217,218, 82 Stat. 1037-1038; arend-

“ed June 23, 1972, RsL. 92 Title I, sec. 114, 86 Stat. 240; amerided Oct} 12, 1476,
/P.L. 94-482, Title L, Pa , sec. 107, 90 Stat. 2090. * .

el
»

-

. APPROPRIATIONS AUTHORIZEH

Sgc. 232, There are authorized to be appropriatdd $10,000,000.for *

the fiscal year 1977, $15,000,000 for fiscal year 1978, and
$20,000,000 for fiscal year 1979. - .

(20 U.S.C,.1042) Enacted June 28, 1972, P.L. 93318, Title I, sec. 115a), .86 Stat.
241; amended Oct. 12, 1976, P.L. 94-482, Title I, Pt B, sec. 107, 90 Stat. 2090.

ELIGIBILITY FOR ASSISTANCE o :
1 .

Sec. 233. For Ehe purposes of this part, the term “major research
library” means|a public or private nonprofit institution including
the library resources ‘of an institution of higher education, and in-
dependent research library, or a State or other public library,
having library collections which are available to qualified users
and which— . :

(1) make a significant contribution to higher education and
research; . . v
/_,lZ)—are broadly based and are recognized as having national

or international significance for scholarly research;
(3) are of a unique nature, and contain material not widely
. available; and - . .
(4) are in substantial demand by researchers and scholars
not connected with that institution.
(b) No institution receiving a grant under this part for any fiscal

\

year may be eligible to receive a basic grant under s?ction 202 of -

this title for that year. .

(20 US.C. 1043) Enacted Oct. 12, 1976, P.L. 94-482, Title I, Part B, sec. 107, 90
Stat. 2090.

L .
EQUITABLE DISTRIBUTION OF ASSI_STANCE

Sec. 234. The Commissioner shall establish criteria designed to
achieve regional balance in the allocation ‘of funds under this part

~ which is reasorable in light of the requirements of section 233.

(20 U.S.C. 1044) Enactgd Oct. 12, 1976, Title I, Part B, sec. 107, 90 Stat. 2090.

IMITATIONS .

Sgc. 235. (a) No grant may by made under this part for books,

periodicals, documents, or -other related materials to be used for ,

sectarian instruction or religious worship, or primarily in connec-
tion with any part of the program of a school or department of di-
vinity. '

’
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(b) Not more than 150 institutions may receive a¥grant under

this part. | : ' ) .«
(20‘}‘;.’5@ 1045) Enacted Oct. 12, 1976,/Title I, Part B, sec. 107, 90 Stat. 2001, j}

o % CONSULTATION: WITH STATE AGENCY -0
. . - . .5'- .
SEC. 236/Each institution receiving a grant under this part shall

periodically inform’ the State Library admjnistrative agency and®
'the State agency, if any, concerned with the educational activities .
of all institutions of higher education in the State-in which such
. institution is located, of its activities under this part. :
(20 U.S.C. 1046) Enacted Oct._1‘2. 1976.!'I‘itlé I, Part B; sec. 1()7,. 90 Stat. 2091, -

, "4
J TITLE HHISTRENGTHENING DEVELOPING INSTITUTIONS

. AUTHORIZATION v 4
- ™
Sec. 301. (a) The Commissioner shall carry out a program of spe-
cial assistance to strengthen the acddemic quality of developing in-.
stitutions which have,the desire and potential to make a substan-
tial eontributiéﬂn to the higher education resources of the Nation
but which are®struggling fomgurvival and are isolated from the—
main currents of academig dife. a
(bX1) Eor the purpose ofarrying out this title, there are’author-
ized tb bé appropriated $120,000,000 for the fiscal year ending June
30, 1973, and for each of the succeeding fiscal years ending prior to
,  October 1, 1979. . ’ -
(2) Of the sums appropriated pursuant to this subsection for any
) fiscal year, 76 per centum shall be available only for carrying out
. the provisions of this title with respect to developing. institutions
which plan to award.one dr more bachelor’s degrees during such
year. .o . :
(3) The remainder of the sums so appropriated shall be available
only for carrying out the provisions of this title with respect to de-
veloping institutions which do not plan to award such a degree
during such.year. ) ’

20 U.S.C. 1051) Enacted June 23, 1972, P.L. 92-318, Title I, sec. 121(a), 86 Stat.
241; amended Oct. 12, 1976, P.L. 94-482, Title I, Part C, sec. 111, 90 Stat. 2091.

[

ELIGIBILITY FOR SPECIAL ASSISTANCE

Sec. 302. (d)1) For the purposes of ‘this g’titlc, the term “develop-
ing institution”-means an institution of higher education in any
State which— : .

- "(A) is legally authorized to provide, and, provides within the
State, an educational program for which if awards a bachelor’s
degree, or is a junior or community college;

(B) is accredi by a nationally recognized accrediting
agency or associhtion determined by the Commissioner to be
reliable authority as to the quality of training offered or is, ac-
cording to such an agency or association, making @asonable

- progress toward accreditation; .

(C) except as is provided in paragraph (2), has\met the re-
quirement of clauses (A) and (B) during the five academic years

~
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*  preceding the academic year for which it seeks assistance
: under this title; and ) . ’
(D) meets such other. requirements as the Comm}iésioner,
shall prescribe by regulstion, whigh requirements shall’include
at least a determination that the institutiogz— < :
v i) is making a reasonable effort to\xm\p;ove-the quality
“of its teaching and administrative staffs and of its student
-services; and o .
(ii) is, for financial or other redsons, struggling for sur-
vival and igolated from the mairr currents of academic life.
(2) The Commissioner is authorized to waive the requirements set
forth in clause (C) of paragraph (1) in the case of applications for
grants under this title by institutions located on or near an Indian

reservation or a substantial population of Indians if the Commis- °
sioner determines such action will incrgase higher education for Ih-

dians. The Compmissioner is authorizefl to waive three years of the
requirements set forth in clause (C) of paragraph (1) in the case of
applications.for grants under this title by“nstitutions if the Com-
missioner determines such action will'substantially increase higher
education for Spanish-speaking people. - : o

- (b) Any institution desiring special assistance under the provi-
sions of this title shall supmit an application for eligibility to the
Commissioner .t such time, in such form, and containing such in-
formation, as
-evaluate the need of the applicant for{such assistance and to deter-
mine its eligibility to be a developing jnstitution for the purposes of
this title. The Commissioner shall approvg any application for eligi-
bility under this subsection which indicgtes t{mt the applicant is a
develdping institution meeting the reqfiyements set forth in sub-
section (a).
¢) For the purposes of clause (A) of pagagraph (1) of subsection
a) 'oﬁhis section, the term “junior or community coll_::fe” means

an institution of higher education—
(1) which does not provide an educational program for which
it awards a bachelor’s degree (or an equivalent gegrgp); |
(2) which_admits as regular students only persons having a

certificate of graduation from a school providing secondary”

education (or the recognized equivalent of such a certificate);

and
. - (8) which does—

-y

@  (A) provide an educational program of not.less than two-

years which is acceptable for full credit toward such a
degree, or . : :
(B) offer a two-year“program in engineering, mathemat-
ics, or the physical or biological sciences, which program is
.designed to prepare a student to work as a technician and
at the semiprofessional level in engineering, scientific, or
- other technological fields, which fields require the under-
standing and application of basic engineering, scientific, or
mathematical principles of kncwledge.

ay be necessary -to ‘{nable the ‘Commissioner to

+

(20 U.S.C. 1052) Enacted June 23, 1972, P.L, 92 318, Title I, sec. 121 (a), 86 Stat. ,

241, 242; amended Augusf21, 1974, P.L. 93-380, sec. 833, 88 Stat. 603; amended Oc-

tober 12, 1976, P.L. 94-482, ¥ Part C, sec. 112, 90 . 2091,
*

Yy 25
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ADVISORY J\UNCIL ON DEVELOPING INSTITUTIONS ‘

Sec. 303. (a) There is hereby &stablithed an Adv1sory Colincil or\
_De elopmg Institutions (in this title referred. to as the “Council”)
“cofisisting ofynine’ members appomted by the Comm1ss1oner w1t
the approval of theSecretary, -

(b) The Councilshall; with respect to thp program authorlzed b&'{
Mhis title, carry, out the dutlesgami funcﬁons specified by part C

! $he General Education Provisions Act anl, in partlcular, it shall -
assist th‘é’Commlsmoner—- N ‘
* (. in- ‘identifying developmg mstﬁtutlons through wh\ich the
. purposes of this tiéle may be achfeved; and . ~
- (2) in establé'é’hmg the priorities and Criteria: to ‘be use(m

making grarits under section 304(a). .. .
(20USC 10')3)-Enacted Juhe 23, 1972 P.L. 927318, Title I, sec. l’l(al Hh Sttlt 242,
243, . » v v

.")

USES OF FUNDS COOPERATIVE' ARRA MEN'fs NA’I‘IOI\?L TEACHING,
y : F'gLLOWSHIP AND PROFESSORS EMEi\EUS L (J

- SEc. '304. (a) The Commissioner is authorized to make grants and
~. awards, in accordance with the provisions of this title, forj}r’e’pur-
pose of strengthening developing institutions. Such grants and
abwards shall be used. solely for the purposes set forth in subsection’
(b) R
(bf) Funds approprlated pursuant to section 301(b) shall be avalla- L
ble for— Vo
(1) grants to mstltutlons of higher education to pay part of
‘the cost of pfanning, developing, and carrying out cooperative
arrangements between developing institutiong and,pther insti-
tutions of higher education, and between develobl institu-
tions and other orgdnizations, genc1es fid business -entities,
which show promise as effec Sures for strengthening
the academic program and the Ministrative capacity of de-
veloping institutions, mclud1 such projects and activities

as— Vi
(A) exchange of faculfy or students, including arrange-
me{{t& for bringing vj 1t1ng scholars to developmg institu-
tio

"(B) faculty and a m;mstratlonf improvement programs,
atilizing training, editation (including fellowships leading
to advanced ‘degrees), mternsh1ps research particip#tion,
and other means, '
'}(C) introduetion of new curricula and curricular materi-”

- als

(D) development and operation of cooperativeteducation
programs involving alternate periods of academic study
and business or public employment, and

(E) joint use of facilities such as libraries or laboratories,
including necessary books, materials, and equipment;

(2) National Teaching Fellowships to be awarded by the Com-
missioner to highly qualified graduate students and junior fac- »
ulty members of institutions of higher education for tkaching
at developing institutions; and

£
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(3) Professors Emeritus Grants to be awarded by the Com-
missioner to professors retired 'from active service at institu-
tions of higher education to encourage them to teach or to con-
duct research at developing institutions.

(cX1) An application for assistance for the purposes described in
subsection (b)(1) shall be appraved only if it—

(A) sets forth a program for carrying out one or more of the
activities described in subsection (bX1), and sets forth.such poli-
cies and: procedures for the administration of the program as
will insure the'proper and efficient operation of the program
and the accomplishment of the purposes of this title;

- (B) sets forth such policies gnd procedures as will insure that
Federal funds made available under this section for any fiscal
year will be so used as to supplement and, to the extent practi-
cal, increase the level of funds that would, in the absence of
such Federal funds be made available for the purposes of the
activities described in subsection (b)X1), and in no case supplant
such funds;

(C) sets forth policies and procedures for the evaluation of
the effectiveness of the project or activity in accomplishing its
purpose;

) (D) provides for such fiscal control and fund acccounting pro-
cedures as may be necessary to insure proper disbursement of
and accounting for funds made available under this title to the
applicant; and :

(E) provides for making such reports, in such form and con-
taining such information, as the Commissioner may require to
carry out his functions under this title, and for keeping such
records and affording such access thereto, as he may find nec-
essary to assure the correctness and verification®of such re-
ports. .

The Commissioner shall, after consultation with the Council, estab-
lish by regulation criteria as to eligible expenditures for which
funds from grants for cooperative arrangements under clause (1) of
subsection (b) may be used, which criteria shall be so designed as to
prevent the use of such funds for purposes not necessary to the
chievement of the purposes for which the grant is made.

(2)XA) Applications for awards described in clauses (2) and (3) of
subsection (b) may be approved only upon a finding by the Commis-
sioner that.the program of teaching or research set forth therein is
reasonablé in the light of the_qualifications of the applicant and of
the edugational needs of the institution at which the applicant in-
‘tends to teach. - )

(B) No application for a-National Teaching Fellowship or a Pro-
fessors Emeritus Grant shall be approved for an award-of such a
fellowship or grant for a period exceeding two academic years,
except that the award of a Professors Emeritus Grant may be for
such period, in addition to such two-year "period of award, as the
Commissioner, upon the advice of the Council, may determine in
accordance with policies of the Commissioner set forth in regula-
tions. .

(C) Each person awarded a National Teaching Fellowship or, a
Professors Emeritus Grant shall receive a. stipend for each aca-
demic year of teaching (or, in the case of a recipient of a Professors
Emeritus Grant, research) as determined “by the Commissioner
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“upon the advice of the Council, plus an additional allowance for
each -such year for each dependent of such person. In the case of
Nationgl Teaching Fellowships, such allowance may not exceed
$7,500, plus $400 for each dependent. ‘

(20 U.S.C. 1054) Enacted June 23,.1972, P.L. 92-318, Title 1, sec. 121(g) 86 Stat.
243, 244. - : )

ASSISTANCE TO DEVELOPING INSTITUTIONS UNDER OTHER PROGRAMS

Sec. 305. (a) Each institution which the Commissioner deter-
mines meets the criteria set forth in section 302 (a) shall be eligible
for waivers in accordance with subsection (b). - .

{(bX1) Subject to, and in accordance with, regulations promulgated
for the purpose of this section, in the case of any application by a
developing institution for assistance under any programs specified
in paragraph (2), the Commissioner is authorized, if such applica-
tion is otherwise approvable, to waive any requirement for a non-
Federal share of the cost of the program or project, or, to the
extent not inconsistent with other law, to give, or require to be.
given, priority consideration of the dpplication in relation to appli-
cations from institutions which ‘are not developing institutions.

(2) The provisions of this section shall apply to any program au-
thorized by title II, IV, VI, or VII of this Act.

~ (¢) The Commissioner shall not waive, under subs?tion (b), the
non-Federal share requlirement for any program for* applications
which, if approved, would require the expenditure of more than 10
per centum of the appropriations for the program for any fiscal
year.

245120 U.S.C. 1055) Enacted June 23, 1972, P.L. 92-318, Title I, sec. 121(a), 86 Stat.

LIMITATION

Sec. 306. Norfe of the funds appropriated pursuant to section
301(bX1) shall be\ used for a school or department of divinity or for
any religious workhip or sectarian activity. .

24(520 U.S.C. 1056) Enacted June 23, 1972, P.L. 92-318, Title 1, sec. 121(a), 86 Stat.

- TITLE IV—STUDENT ASSISTANCE

ParT A—GRANTS TO STUDENTS IN ATTENDANCE AT INSTITUTIONS OF
' HicHer EbpucaTioN .

STATEMENT OF PURPOSE; PROGRAM AUTHORIZATION

SEc. 401. (a) It is the purpose of this part, to assist in making
available the benefits of postsecondary education to qualified stu-
dents in institutions of higher education by—

(1) providing basic educational opportunity grants (herein-
after referred to aas\‘ibasic grants”) to all eligible students;

(2) providing supplemental educational’ oppgrtun'ity» grants
(hereinafter referred to as “supplemental grants”) to those stu-

~
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dents of exceptional need who, for lack of such a grant, would -
be unable to obtain the benefits of a gostsecondary education;
(3) providing for paymerfits to the tates to assist them 1n
making financial aid available to such students;
(4)\providing for special programs and projects designed (A)
to identify and encourage qualified youths with financial or
cultural need with a potential for postsecondary education, (B)
to prepare students from low-income families for postsecondary
education, and (C) to provide remedial (including remedial lan-
. guage study) and other services to students; and '
~ (5) providing a$sistance to institutions of higher ucation..
(b) The Commissioner shall, in ac dance with subpdits 1, 2, 3, 4
and 5, carry out programs to achiev?%he purposes of this part. ’
(20 U.S.C. 1070) Enacted June 23, 1972, P.L. 92-318, sec. 131(bx 1), 86 Stat. 247-248;
amended June 23, 1972, P.L. 92-318, sec. 1001(c), 86 Stat. 381. ¢

SuBPART 1—Basic EDUCATIONAL OPPORTUNITY GRANTS
4 -

BASIC EDUCATIONAL OPPORTUNITY GRANTS: AMOUNT AND
DETZ}FF[NATIONS; APPLICATIONS

Sec. 411. (a)1) The Eommissioner shall, during the period begir-
ning July 1, 1972, and ending September 30, 1979, pay to each stu-
dent who has been accepted for enrollment in, or is in good stand-
ing at, an institution of higher education (according to the pre-
scribed standards, regulations, and practices of that institution) for,
each academic year during which that student is in attendance at
that institution, as an undergraduate, a basic grant in the amount
for which that student is eligible, as determined pursuant to para-

graph (2). . .
/(%(A)(i) The amount of the-basic grant for a student eligible
{nder this subpart for any academic year shall be '$1,800,' less an
amount equal to-the amount determined under paragraph (3) to be
the expected family contribution with respect to that student for
that year. ,

(ii) In any case where a student attends an institution of higher
education on less than a full-time basis during any academic year,
the amount of the basic grant to which that student is entitled
_shall be reduced in proportion to the degree to which that student
is not so attending on a full-time basis, in accordance with a sched-
ule of reductions established by the Commissioner for the purposes
of this division. Such schedule of reductions shall be established by
regulation and published in the Federal Register not later than
February 1 of each year. :

(B)(i) The amount of a basic grant to which a student is entitled
under this subpart for any academic year shall not exceed 50 per
centum of the actual cost of attendance at the institution at which
the student is in attendance for that year.

(ii) No basic grant under this subpart shall exceed the difference
between the expected family contribution for a student and the
actual cost of attendance at the institution at which that student is
in attendance. If with respect to any student, it is determined that

'Section 121 (bK2) of Part D of Title ! of Public Law 0.4-4¥2 provides that the $1.800 figure
“shall be effective for academic year 1978~ 1979 and thereafter.”

29
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the amount of a basic grant plus the amount of the expected family
contribution for that student exceeds the actual cost of attendance
for that year, the amount of the basic grant shall be reduced until
the combination of expected family contribution and the amount of
the basig grant does not exceed the actual cost of attendance at
such insfitution.

. (iiij"No basic grant shall be awarded to a student under this sub-
part if the amount of that grant for that student as determined
under this paragraph for any academic year is less than $200. Pur-
suant to criteria established by the Commissioner by regulation,
the institution of higher education at which a student is in attend-

an¢e may award a basic grant of less than $200 upon a determina- -

tion that the amount of the basic grant for that student is less than
$200 because of the requirement of division (i) and that, due to ex-
ceptional circumstances, this reduced grant should be made in
order to enable the student to benefit from postsecondary educa-
tion. _ *

(iv) For the purpose of this subparagraph and subsection (bijthe
term ‘‘actual cost of attendlance’”’ means, subject to regulatiofisyof
the Commissioner, the actual per-student charges for tuition, fées,
robm and board (or expenses related to reasonable commuting),
books, and an allowance for such other expenses as the Commis-
sioner determines by regulatibn to be reasonably related to attend-
ance at the institution at which the student is in attendance.

(8XAXi) Not later than July 1 of each calendar year, the Commis-
sioner shall publish in theé Federal Register a schedule of expected
family contributions for the academi¢ year which begins after July
1 of the calendar year which succ% such calendar year for var-
ious levels of family income, which, €xcept as is otherwise provided
in division (ii), together with any amendments thereto, shall
become lff?ective July 1 of thé calendar year which succeeds such
.calendar year. During the thirty-day period following such publica-
tion the Commissioner shall provide interested parties with an op-

portunity to present their views and make recommendations with

" respect to such schedule. ' .

(11) The schedule of expected family contributions required by di-
vision (i) for each academic year shall be submitted to the Presi-
dent of the Senate and the Speaker of the House of Representa-
tives not later than the time of its publication in the Federal Regis-
ter. Iff either the genate or the House of Representatives adbpts,
prior Yo the first day.of October next following the submission of
said schiedule as required.by this division, a reselution of disapprov-
al of such schedule, the Commissioner shall publish a new schedule
of expected family contributions in the Federal Register not later
than fifteen days after the adoption ‘of such resolution of disapprov-
al. Such new schedule shall take into“consideration such recom-
mendations as may be made in either House in connection with
such resolution and shall become effective, together with any
amendments thereto, with respect to grants to be made on or after
the first day of July next followifig. The Commissioner shall pub-
lish together with such new schedule, a statement identifying the
recorymendations made in either House in connection with such
resoludpn of disapproval and explaining his reasons for the new
schedule.

.
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(BXi) For the purgoses of this paragraph and subsedtion (b), the
term “family contribution” with respectjto any.studént means the
amount which the family of that student may be reaspnably €x-
pécted to contribute toward his postsecondary education for ithe
academic year for which the determination under sqbpara_glfaph
(A) of paragraph (2) is made, as determined in accordance witlf reg-
tions. In promulgating such regulations, the Commissiorter(shall
follow the basic criteria set forth in division (ii) of this su‘ﬁpara-

graph. : ' P S

(ii) The basic criteria to be followed in promulgat’ir{g regylations

with respect to expected family contributions are as‘follows? .
(I) The amount of the effective income of t eistudeht or’the
effective family income of the student’s family. =" . o
(II) The number of dependents of the family: of the student.
_(III) The pumber of dependents of the student’s family who‘I
are in attendance in a program of postiecondary educatipn and
for whom the, famiég may be reasonably expected to contribute
for their postsecondary education. .~ S ]
"(IV) The amount,of the assets of the student and thcﬁe of the
student’s family. ¥ . : . ff FoL
(V) Any unusual expenseg of the student or his fefily, such
as unusual medical expenses, and those which may-atise from
v a catastrophe. /¥ | o : A
. (VD) Any edugcational eXpenses of other dependent children
in the family. -~ g :

(iii) For the purposes of clause (D) of division (ii), the term “effec-
tive family income” with respect to a student, and including any
amount paid under the Social Security Act to, or on account of, the
student which would not be paid if he were not a student and one-
half any_amount paid the student under ¢hapters 34 and 35 of title
38, United States Code, means the annual adjusted family income,.
as determined in accordance with regulations prescribed by the
Commissioner, received by the parents or guardian of that student

. (or the person or persons having an equivalent relationship to such
student) minus Federal income tax paid or payable with respect to
such income. £ ‘

(iv) In.determining the expected family contribution under this
subparagraph for any academic Yyear after academic year
1978-1979, an ‘assessment rate of not more than 10.5 per centum
shall be applied to parental discretionary. income.

(C}*The Commissioner shall promulgate special regulations for
determining the expected family contribution. and effective family
income of a student who is determined (pursuant to regulations of
the Commissioner) to be independent of his parents or guardians
(or the person or persons having an equivalent relationship to such
student). Such special regulations shall be consistent with the basic
criteria set forth in division (ii) of subparagraph (B). In addition,

_ such regulations shall— -
(i) provide that the portion of assets which shall:be exempt

. from assessment for contribution for an independent student

who has one or more dependents shall be the same as the por- -
tion so\ei(‘fempt for the family of a dependent student;

(ii) provide that the rate of.assessment for contribution on
.that portion of assets of such an independent student which is
not exempt under d'wision (i) shall be the saffie as the rate ap-

7:31 : ) . .
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(IV) in the case of any entitlement which exceeds $800 but
does not exceed $1,000, 70 per centum thereof; ‘

(V) in the case of any entitlement which exceeds $600 but
does not exceed $800, 65 per centum thereof; and

(VD in the case of any entitlement which does not exceed
$600, 50 per centum thereof.

(i) ¥f, during any fiscal year, funds available for making pay-
ments under this subpart exceed’ the amount necessary to make
the ‘gayments prescribed in division (i), such excess shall be paid
with “respect- to each entitlement under this subpart in proportion

to the degree to which that entitlement is unsatisfied.,

~ (iii) In the event that, at the time when payments are to be made -

pursuant to this subparagraph (B), funds gyvailable therefor. are in-

sufficient to pay the amounts set forth in division (i), the Commis-
sioner shall pay with respect to each entitlement an amont which -

bears the same ratio to the appropriate amount set forth in divi-

sion (i) as the total amount of funds go available at su time for
'guch payments bears to the amount necessary to pay the amounts

indicated in division (i) in full. i '

(iv) No method of computing or manner of distribution of pay-
ments under this subpart shall be used which is not consistent with
this subparagraph. .

(v) In no case shall a payment under this subparagragh be made
if the amount of such payment after application of th provisions
of this subparagraph is less than $50. o )

(4XA) If, at the end of a fiscal year, the funds available for
making payments under this subpart exceed the amount necessary
to make the payments required under this subpart to eligible stu-
dents by 15'§,er centum or less, thien allj of excess funds shall
remain available for making payme under 'this subpart during
the next suceeding fiscal year. ‘ . ~<

(B) If, at the end of a fiscal year, the funds available for making
payments under this subpart exceed the amount necessary to make
the payments required under this subpart to eligible students by
more than 15 per centum, then all of such funds shall remain
available for making such payments but payments may be made

.under this division only with respect to entitlements for that fiscal
year. i ’

(5) No payment may be made on the basis of entitlements estab-
lished under this subpart during any fiscal year ending September
30, 1980, if, for such fiscal year— , .

(A) the appropriation for making grants under subpart 2 of
this part does not at least equal $370,000,000; . )

(B) the appropriation for work-study payments under section
441 of this title does not at least equal $500,000,000; and

(C) the appropriation_for capital contributions to student
lgzan funds under part E of this title does not at least equal
$286,000,000. i ”

(c) Any institution of higher education which enters into an
agreement with the Commissioner to disburse to students attend-
ing, that institution the amounts those students are eligible to re-
ceive under this subpart shall not be deemed, by virtue of such
agreement, a contractor maintaining a system of records to accom-
plish a function of the Commissioner.” :

T,
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(dX1) In addition to.payments made with respect to entitlements
under this subpart, each ingtitution of higher education shall be
eligible to recetve from the Commissioner the payment of $10 xr
-academnic¢ year for each student,entolled in that institution whodis
receiving a basic grant under tRis subpart for that' year. Payment
received by an institution under\this subsection shall be used first
to earry out the provisions of section 493A of this Act and then for

- such additional administrative costs as the institution’ of higher -

education determines necessary. .
(2) There are authorized to be appropriated such sums as may be

necessary to carry out the provisions of this subsection. If the sums .

appropriated for any fiscal year for making payments under this
subsection are not sufficient to pay in full the amounts provided
for in paragraph (1), then such amount will be ratably reduced. In
case additional funds become available- for making payments for
any fiscal year during which the preceding sentence has been ap-
-plied, such reduced amounts shall be increased on the same basis
as they were reduced.
(eX1) The Commissioner shall enter into agreements with not less
than two nor more than five States for the processing by such
States of all applications of their residents (through an instrumen-
tality or agent selected by such State) for grants made under this
subpart for the gcademic year beginning after July 1, 1977, on con-
dition that any Btite grants which are.subsidized in part by Feder-
a] funds, during period for which State processing of basic edu-
cdation opportunify grant applications is.carried out by the State,
will be available tb eligible State residents for use at the majority
of educational institutions outside that State which are eligible in-
* stitutions under subpart 1 of this part. No later n-hinety days
after termination of the agreements, the Commissioner shall report
to the Congress on-the experiemce with multiple State processing,
including its impact on the delivery of student aid to students, and
including recommendations concerning whether the option of proc-
essing applications for grants under this subpart should be made
available to all States having the capacity to do so. '
hsazl)l Any State entering into gn agreement with the Commissianer
shall— ) TN
(A) not be required, without the State’s consent, to perform
services in excess of those required of any private agency 8t-or-
ganization with whom the Commissioner has a contract to per-
form similar application processing, except. such additional
services as may be necessary to produce processing services of
. -a type and quality equivalent to those produced, through the
same or other means; and - : :

(B) be required to determine student eligibility for awards
under this subpart solely on the basis of criteria set forth in
this Subpart and regulations promulgated by the Commissioner

' pursuant thereto." - ¢
(8) The Commissioner shall prorpulgate ‘such regulations as may
be necessary-— ’ : :
"+ (A) to determine ‘a fair per unit fee for application processing
which, if the Commissioner has a contract with an agency or
organization to perform siniilar application processing, shall be
'no more than the amount paid by the Commissioner per appli-
PR . ' * . Y
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. .cation for the samg academic year to any such ageney or orga-
nization; and - : ’

(B) to otherwise carry out the purposes of this subsection.

(4) Nothing contained in this section or other enactments of law
shall be construed to prghibit any eligible State under subsection
(@) of this section from— )

(A) employing stidént appligation forms that solicit informa-
tion required for bgth the .determination of eligib%y. under
this subpart and for the determination of,eligibility nder the
postSecondaryweducational grant, programs of such State; andr

(B) coordinating the'eligibility ann uncements of State post-
secondary educational ants and grahts under this subpart.

(5) No'State which enters into an agreement with the Commis-
sioner may impose any fee.or other charge upon a student for proc-
essing of the student’s application for a grant under this subpart.

(20 US.C. 1070a) Enacted June 23, 1972, P.L. 92-318, sec. 131(bx1). 86 Stat.
247-251; amended June 30, 1976;/P.L. 94-328 gec. 2N, Y0 Stat. 727; amended October
12, 1976, P.L. 94-482, Title I, Part'D, sec. 121, 90 Stat. 2091, 2092, 2093, 2094; amend-

ed June 15, 1977, P.L. 95-43, secs 1aX5XA), (ax5XB), 91 Stat. 213; amended Novem-
¢ ber 1, 1978, P.L. 95-566, sec. 2, 92 Stat. 2402, 2403. Section 411(aX3)BXiv}, the last

sentence of section T 1@k3XC), and section 411(bX3XBXi) are effective with respect to
periods of enrollmerit beginning on or after Ayugust 1, 1979.

SUBPART 2—SUPPLEMENTAL EpucaTioNaL OPPORTUNITY GRANTS

PURPOSE; AHPROPRIATIONS AUTHORIZED
She, 413A. (a) It is the purPose of this subpart to provide,
o Ahrourh” institutions of higher education, supplemental grants to
+ assist in_making available the benefits of postsecondary education
" -to qualified students who, for lack of financial m:&ns, would be-

. uMable to obtain such benefits Without such g grant.
. (b)(1) For the purpose of enabling the Commissionegto make pay-
S" nts. to institutions of higher education which have~made agree-
ments with the Commissioner 1n accordance with section 413C(b),
for use by such institutions for payments to undergraduate stu-
v . @ents for the initial academic year of a supplemental grant award-
gd to them under this subpart, there are authorized to be appropri-
ated $200,000,000 for the fiscal year ending Jure 30, 1973, and for
. each of the succeeding fiscal years ending prior to October 1, 1979.
s Funds appropriate t;ﬁxrsuant to this paragraph shall be appropri-
g ?zt)ed separate from any funds appropriated pursua t*to paragraph
=3 N
~%. (2) In addition to the sums authorized to be appropriated by para-
" 'graph (1), there ar¢ authorized to be appropriated such sums as
may be necessary for payment to institutions of higher education
for use by such institutions for rhaking continuing \supplemental
grants under this subpart, except that no appropriftion may be
made pursuant to this paragraph for any fiscal yeéar beginning
e more than three years after the last fiscal year for which an appro-
priation is authorized under paragraph (1)- Funds appropriated
pursuant to tHis paragraph shall -be appropriated separate from
any funds appropriated pursuant to paragraph (1). )
_¢3) Sums appropriated pursuant to this subsection for any fiscal
year shall be available for payments to institutions until the end of

35
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the fiscal year succeeding.the fiscal year for which they were ap-
propriated.

(4) For the purposesfof this subsection, payment for the first year
of a supplemental grant shall not be considered as an initial year
payment if the grant was awarded for the continuing education of

a student who— .. .
,(A)",;md begn previpusly awarged a supplemental grant
under this sugpart (whevner by another institution or other-
wise), and '
(B) had received payment for any year of that supplemental
grant.

‘
(20 U.S.C. 1070b) Enacted June 23, 1972, P.L. 92-318, sec. T31(bx 1), 86 Stat. 251,
252; amended October 12, 1976, P.L. 94-482, Title I, Part D, sec. 122(a), 90 Stat. 2094.

. AMOUNT AND DURATION OF GRANTS

Sec. 413B.(a)1) From the funds received by it for such purpose
under this subpart, an institution which awards a supplemental
grant to a student for an academic year under this subpart ghall,
for each year, pay to that student an amount dstermined purshant
to paragraph (2). . :

(2)XAXi) The amount of the payment to any students pursuant to
paragraph () shall be equal to the.amount determined by the insti-
tution to be needed by that student to enable him to pursue a
course of study at the institution, except that such amount shall
not exceed—

(I) $1,500, or :
= (ID one-half the sum of the total amount of student financial
aid provided to.such student by such institution,

whichever is the lesser. .

(ii) No student shall be paid during all the academic years he is
pursuing his undergraduate course of study at one or more institu-
tions of higher education in excess of $4,000 or in the case of any
student to whom the provisions of subsection (b)(1)(B) apply,.$5,000.

(iii) For the purposes of clause (II) of division (i), the term “stu-
dent financial aid” includes assistance payments to the student
under subpart 1 of this part and parts C and E of this title; and
any assistance provided to a student under any scholarship pro-
gram estimated by a State or. a privaté institution or organization,
as determined in accordance with regulations, shall be deemed to
be aid provided such student.by the institution.

~—

(B) If thegamount determined under division (i) of subparagraph ‘

(A) with réspect to a student for any academic year is less than
$200, no payment shall be made to that student for that year.

(C) Subject to.subparagraphs (A) and (B), the Commissioner shall
prescribe, for the guidance of institutions, basic criteria and sched-
ules for the determination of the amount of need to be determined
under division (i) of subparagraph (A). Such criteria and schedules
shall take into considerat] e objectives of limiting assistance
under this subpart to stidents of financial need, and such other
factors related to determining the need of students for financial as-
sistance as the Commissioner deems relevant but such criteria or
schedules shall not disqualify an applicant on account of his earned

R
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' income if income from other sources in the amount of such earned
income would not disqualify him. Ax
+(BX1XA) A student eligible for a shipplemental grant may be’
awarded such a grant under thig subpart for each academic year of
the period required for completipn by the recipient of his under-
aduate course of study in th¢ inStitution of higher education
rom which he received such grant.

(B) A student ‘may ‘not’ receive supplemental grants under this
subpart for.a period of more than four academic years, except that
in the case of a studeht=*

(i) who is pursuihg’a coursé-of study leading to a first degree
in a program of study which is designed by the institution of-
fering it to extend over,_five academic years, or

(ii) who is because of his particular circumstances deter-
mined by the institution to need an additional year to com-
plete a course of study normally requiring four academic years,

such-period may be extended for not more than one additional aca-
demic year." ‘ o

(2) A supplemental grant awarded under this subpart shall enti-
tle the student to whom it is awarded to payments pursuant to
such grant only if— . .

(&) that student is maintaining satisfactory progress in the
course of study he is pursuing, a¢cording to the standards and
practices of the institution awarding the grant, and

(B) that student is devoting at least half-time to that course
of study, during the academic year, in attendance at that insti-*

tution. _
Failure to be in attendance at the institution during vacation pe%\'/
ods or periods of military service, or during other periods during ™
which the Commissioner determines, in accordance with regula-
tions, that there is good cause for his nonattendance, shall not
render a student ineligible for a supplemental grant; but ro pay-
ments may be made to a student during any such period of failure

>

to be in attendance or period of nonattendance. -
(20 U.S.C. 1070b-1) Enacted June 23, 1972, P.L. 92-318, sec. 131(bX1), 86 Stat. 252,
253. ° b

B

SELECTION OF RECIPIENTS; AGREEMENTS WITH INSTITUTIONS

Sgc. 413C. (aX1) An individual shall be eligible for the award of a
supplemental grant under this subpart by an institution of higher
education which has made an agreement with the Commissioner
pursuant to subsection (b), if the:individual makes application at
the time and in the manner prescribed by that institution, in ac-
cordance with regulations of the Commissioner. )

(2) From among those who are eligible for supplemental grants
through an institution which has an’ agreement with the Comypis-
sioner -under subsection (b) for each fiscal year, the institufgon
shall, in accordance with such agreement under subsection (b), and
within the amount allocated to the institution for that purpose for

- that year under section 413D(b) select individuals who are to be
awarded such grants and determine, in accordance with section
413B, the amounts to be’ paid ‘to them. An institution shall not
a}\;vard a supplemental grant to an individual unless it determines
that— ¢ ’ .

87




1 ST
- _ 35

(A) he hag been accepted for enrollment as an undergraduate
student at such institution or, in thecdse of a student already
attending such institution, is in gogfl standing there as an un-
dergraduate; : )

(B) he shows evidence of*academ\c or creative’ promise and
capability of maintaining good standjing in this course of study;

(C) he is of exceptional financial pged; and .

(D) he would not, but for a su mental grant, be financial-

. ly able to pursue a course of study“at such institution.

For the purposes of clause (C) of this paragraph, in determining fi-
nancial need, the expected family contribution shall be cohsidered
to be the contribution expected in the specific circumstances of the
student as determined by the student financial aid ofﬁcer’at the in-
stitution in accordance with criteria promulgated by the Commis- -
sioner. Any calculation of the ability of a family to-contribute shall
include consideration of (i) family assets which should reasonably
be available for such purpose, (i) the number of children in the
family, (iii) the number of children .attending institutions of higher
education, (iv) any catastrophic illness in the family, (v) any educa-
tional expenses of other dependent children in the family, and (vi)
other circumstances 2ffecting the student’s financial need.

(b) An institution of higher educatin which desires to obtain
funds for supplemental grants under this subpart shall enter into
an agreement with/the Commissioner. Such agreement shall—

(1) provide that funds received by the institution under this
subpart will be used by it solely for the purposes specified in,

- and in accordance with, the provisions of this subpart and of
section 463; ;
~ (2) provide that, in éetermining whether an individual meets
the requirements of clause (C) of paragraph (2) of subs:%gion
(a), the institution will—

(A) consider the source of such individual's income and
that of any individual or individuals upon whom he relies

* primarily for support, and’

(B) make appropriate réview-ef the assets of the student

_and of such individuals;

(8) provide that the institution, in cooperation with other eli-
gible institutions where appropriate, will make vigorous efforts
to identify qualified youths of exceptional financial need, and
to encourage them to continue their education beyond second-
ary school through such programs and activities as—

(A) establishing or strengthening close working relation-
ships with secendary school principals and guidance and
counseling personnel, with a view toward motivating stu-
dents to complete secondary school and to pursue postsec-
ondary school educational opportunities, and ,

(B) making, to the ‘extent feasible, conditional commit-
ments for student financial aid by such_-#fistitution to
qualified secondary school students, who but for such
grants would be unable to obtain the benefits of higher
education, with special emphasis on students enrolled in
grade 11 or lower grades who show evidences of academic
or creative promise;- '

¢ - (4) provide that the institutiorr will meet the requirements of . .

' section 494; "o

~
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(5) include provisions designed to make grants under this™ -
subpart reasonably available, to the extent of available funds,
to all eligible students in attendance at the institution;

(6) include such otherprovisions as may be necessary to pro-
tect the financial interest of the United States and promote
the purposes of this subpart. - . {« t

(20 U.S.C. 1070b-2) Enacted June 23, 1972, P.L. 92-318, sec. 131(bK1), 86 Stat. 25
254; amended October 12, 1976, P.L. 94-482, Title 1, Part D, sec. 122(b), 90 Stat. 2094.

, APPORTIONMENT AND ALLOCATION OF FUNDS

Sec. 413D. (aX1XA) From 90 per centum of theé sums appropriated
pursuant, to section 413A(bX1) for any fiscal year, the Commissioner
shall apportion to each State an amount which bears the,same
ratio to such sums as the number of persons enrolled full-time and
the full-timé equivalent of the number of persons enrolled part
time in institutions of higher education in such State bears to the
total number of such persons in all States. The remainder of the
sums so appropriated-shall be apportioned among the States by the
Commissioner in accotdance with equitable criteria which he shall
establish and which shall be designed to achieve a’distribution of
the sums so appropriated among th® States which will most effecy .
tively carry out the purpose of this subpart, except that where any
State’s apportionment under the first sentence for a fiscal year is
less than its allotment under the first sentence of section 401(b) of
this act for the fiscal year ending June 30, 1972, before he makes
any other apportionments under this sentence, the Commissioner
shall apportion sufficient additional sums to such State under this
sentence to make the State’s apportionment for that year under
this paragraph equal to its allotment for the fiscal year ending
June 80, 1972, under such first sentence. Sums apportioned to a
State under the preceding sentence shall bg\;onse'l-idated with, and
become a part of, its a?gortionment from~the same appropriation
under the first sentence of this paragraph. T

(B) If the Commissioner determines that the sums apportioned to
any State under subparagraph (A) for any fiscal year exceed the
aggregate of the amounts that he determines to be required under
subsection (b) for that fiscal year for institutions of higher educa-
tion in that State, the Commissioner shall reapportion such excess,
from time to time, on such date or dates as he shall fix, to. other
States in such manner as the.Commissioner determinhes will best
assist in achieving purposes of this subpart. ’

(2) Sums apprépriated pursuant to section 431A(b)2) for any
fiscal year shall be apportioned among the States in such manner
as the Commissioner détermines will best ach}eve the purposes for
which such sums were appropriated. -7 , .

(bX1XAY The Commissioner shall, from time to time, set dates
before which institutions in any State must file applications for al-
location, to such institutions, of supplemental grant funds from the
apportionment to that State'(including any reapportionment there-
to) for any fiscal year pursuant to subsection (a)(1).

(BXi) From the sums apportioned (or reapportioned) to any State,
the Commissioner shall allocate amounts to institutions which
have submitted applications pursuant to subparagraph (A).

,
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(i) Allocations under divisioh (i) by the Commissioner to such in-
gtitutions shall be made in accordance with equitable quiteria es-
tablished by the Commissioner by regulation. Such criteria shall be
designed to achieve such distribution of supplemental grant funds

-.among such institutions within a State as .will most effectively
carry out the purposes of this subpart. ,

(2) The Commissioner shall, in accordance with regulations, allo-
cate to such institutions in any State, from funds apportioned or
reapportioned pursuant to subsection’(a)(2), funds to be used as the
supplemental-grants specified in section 413A(b)2).

-(3) Payments shall be made from allocations under this subsec-

. tion as needed. - ‘

(520 U.S.C. 1070b-3) Enacted June 23, 1972, P.L. 92-318, sec. 131bKD). 86 Stat. 254,

255. . !

,
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SUBPART 3—-GRANTS TO Sm}'ms FOR STATE STUDENT INCENTIVES

. ° L
. PURPOSE; APPROPRIATIONS AUTHORIZED

SEc. 4_15& (a) It is the purpose of this subpart to make incentive’
grants available to the States to assist them.in providing grants to ,
oligible students in attendance at institptions of higher education. .

(bX1) There are hereby authoriz,g_d)a’re appropriated $50,000,000
for the fiscal yehr ending June 80, 1973, and for each of the suc-
ceeding fiscal 'years ending prior to October 1, 1979, for payments
to the States for grants to students who have not previously been
awarded such grants. - : :

(2) In addition to the sums authorized to bé appropriated pursu-

_ant to paragraph (1), there is authorized”to be appropriated .su
gums as may be necessary for making payments to States to con-
tinue their grants to students made with incentive grants received
by such States for previous years pursuant to paragraph (1), and to
make bonus allotments to States pursuant to section 415E. C

(3) Sums appropriated pursu%{) to paragraphs (1) and (2) for any
fiscal year sﬁall remain availgble for payments to Statesfor the
award of student grants under this subpart until theé end of.the
fiscal year succeeding the fiscal year for which such sums were ap-

ropriated. . | : :

(4) For the purpose of this subsection, a payment on the first

ear of a student grant with respect to any student who has not
geen awarded a grant from appropriations” pursuant to paragraph

(1) during any previous year shall be tonsidered, subject to regula-
tions of the:Commissioner, an ipitial award to be paid from appro-
priations pursuant to paragraph (1). .

(20 US.C. 10700 Enacted June 23, 1972, P.L. 92-318, sec. 131(bK1), 86 Stat. 255,

256; amended October 12, 1976, P.L. 94-482, Title I, Part D, sec. 123(a) and 123(cX1),
90 Staty 2094; amended June 15, 1977, 95-43, sec. 1(bX3), 91 Stat. 218.  *

-

ALLOTMENT AMONG STATES

SEc. 415B. (aX1XA) From the sums appropriated pursuant to sec-
tion 415A(bX1) for any fiscal year, the Commissioner shall allot to
each State an amount which bears the same ratio to such sums as
the number of students in attendance at institutions of higher edu-

. 1
oy
_
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cation.in such State bears to the total number of such students in
such attendance in all the States. -

(B) For the purposes of this paragraph, the number of students in
attendance at institutions of higher education in a State and in all
the States shall be determined by the Commissioner for the most
recent year for which satisfactory data are available to him.

(2) The amount of any State’s allotment under paragraph (1) for
any fiscal year which the Commissioner determines will not be re-
quired for such fiscal year for the State student grant incentive
program of that State shall be available for reallotment from time
to.time, on such dates during such year as t}ne?Commissioner may
fix, to other States in proportion to the offfinat allotments to such
States under such part for such year, but with such proportionate
amount for any of such-States being reduced to the extent it ex-
ceeds the sum the Commissioner estimates such State needs and

“will be able to use for such year for carrying out the State plan;

and the total of such reductions shall be similar] reallotted among
the States whose proportionate amounts were not so reduced. Any
amount reallotted to a Staje under this part during a year from
funds appropriated pursuant to-section 415A(bX1) shall be deemed
part of its allotment under paragraph (1) for-such year.

(b) Subject to the provisions of section 415K, sums appropriated
pursuant to section 415(A)b)2) for any fiscal year shall be allotted
among the States in such manner as the Cominissioner determines
will best achieve the purposes for which sgch sums were appropri-
ated. :

» (c) The Commissioner shall make payments for continuing incen-
tive grants only to those States which continue to meet the require-
ments of section 415€(b)(1), (2), (3), and (5). .

(20 U.S.C. 1070c-1) Enacted June 23, 1972, P.L. 92-31%. sec. 131(bu 1), 86 Stat. 256;
amended October 12, 1976, P.L. 94-482, Title I, Part D. Sec. 123 (cK2), 90 Stat. 2094.

APPLICATIONS FOR STATE STUDENT INCENTIVE GRANT PROGRAMS -

Sec. 415C. (a) A State wﬁ,i::h desires to dhtain a payment under
this subpart for any fiscal year shall submit an application therefor
through the "State agency administering its program of student

_ grants, gt such time or times, and containing such information as

may be required by, or pursuant to, regulation for the purpose of
enabling the Commissioner to make the determinations required
under this subpart. o N
(b) From a State’s allotment under this subpart for any fiscal
éear the Commissioner is authorized to make payments To such
tate for paying 50 per centum of.the amount of student grants
pursuant to a State pregram which— '

(1) is administered by a single State agency;

(2) provides that such grants#will be in amounts not in excess
of $1,500 per academic year for attendance on a full-time basis
as an undergraduate at an institution of higher education;

“(3) provides for the selection of recipients of such grants on
the basis of substantial financia! need determined annually on
the basis of criteria established by the State and approved by
the Commissioner; ,

(4) provides that, effective with respect to any academiic year
beginning on or after October 1. 1975, al nonprofit institutions

-~
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of higher education in the State are eligible to participate in
the State program, except in any State in which participation
of nonprofit institutions of higher education is in violatiog of
the constitution of the State;

(5) provides for the payment of the non-Federal portion of
such grants from funds supplied by such State which represent
an additional gxpenditure for such year by such State for
grants for students attending institutions of higher education
over the amount expended by such State for such grants, if
any, during the second fiscal year preceding the fiscal year in

* which such State initially received funds under this subpart;

and '

(6) provides (A).for such fiscal control and fund accounting
procedures as may be necessary to assure proper disbursement
of and accounting for Federal funds paid to the State agency
under this subpart, and (B) for the making of such reports, in
such form and containing such information, as may be reason-
ably necessary to enable the Commissioner to perform his
functions under this subpart. :

(c) Upon his approval of any application for a payment‘under
this subpart, the Commissianer shall reserve from the applicable
allotment (including any applicable reallotment) available therefor,
the amount of such payment, which (subject to the limits of such
allotment or reallotment) shall be equal to the Federal share of the
cost of the student incentive grants covered by such application.
The Commissioner shall pay such reserved amount, in advance or
- by way of reimbursement, and in such installments as he may de-
termine. The Commissioner’s reservation of any amount under this
section may be amended by him, either upon approval of an
amendment of the application or upon revision of the estimated
cost of the student grants with respect t which such reservation
was made, and in the event of an upward revision of such estimat-
ed cost approved by him he may reserve the Federal share of the
added cost only from the applicable allotment (or reallotment)
available at the time of such approval, .

(220 U.S.C. 1070c-2) Enacted June 23, 1972, P\Xﬁ)ﬁ—:il& sec. 131(bX1), 86 Stat. 256,
257: amended October 12, 1976, P.L. 94-482, TiNe I, Part D, sec. 123 (b), 90 Stat.

2094; amended June 15, 1977, P.L. 95-43, sec. 1taX6), 91 Stat. 213; amended Novem-
ber 1, 1978, P.L. 95-566, sec. 3, 92 Stat. 2403.

~

ADMINISTRATION OF STATE PROGRAMS; JUDICIAL REVIEW

Sec. 415D. (a)(1) The Commissioner shall not finally disapprove
any application for a State program submitted under section 415C,
or any modification thereof, without first affording the State
ageney submitting the program reasonable notice and opportunity
for a hearing.

(2) Whenever the Commissioner, after reasonable notice and op-
_.portunity for hearing to the State agency administering a State
program approved under this subpart, finds— .

(A) that the State program has been so changed that it no
longer complies with the provisions of this subpart, or

«B) that in the administration of the program there is a fail-
ure to comply substantially with any such provisions,
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the Commissioner slriall notify such State agency that the State will
not be regarded as eligible to participate in the program under this
subpart until he is sysﬁed that there is no longer any such failure
to comply. o

(bX1) If any State is dissétisfied with the Commissioner’s final
action with respect to. the appgoval of its State program submitted
under this subpart or with is final action under subsection (a),
such State may appeal to the United States court of appeals for the
circuit in which such State is located. The summons and notice of
appeal may be served at any place in the United States. The Com-
missioner shall forthwith certify and file in the court the transcript
of the proceedings and the record on which he based his action.

(2) The findings of fact by the Commissioner, if supported by sub-
stantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Commissioner to take further
evidence, and the Commissioner may thereupon make new or modi-
fied ‘findings of fact and may modify his previous action, and shall

“certify to the court the transcript and record of further proceed-
ings. Such new or modified findings of fact shall likewise be conclu-
sive if supported by substantial evidence.

" (8) The court shall have jurisdiction to affirm the action of the
Commissioner or to set it aside, in whole or in part. The judgment

_of the court shall be subject to review by the Supreme Court of the
United States upon certiorari or certification as provided in title
28, United States Code, section 1254.

(20 U.S.C. 1070c-3) Enacted June 23, 1972, P.L. 92-318, sec. 131(bX1), 86 Stat. 257,
258. > ‘

BONUS’ALLOTMENTS FOR STATE STUDENT INCENTIVE GRANT PROGRAMS

\ 415E. Whenever the sum appropriated pursuant to this sub-
part foy any fiscal year is in excess of $75,000,000 the Commission-
er shall allot, from 383% per centum of such excess sums, to each
State okerating through an agency of the State or through a non-
profit private Institution or organization designated by a State, a
program under section 428(b) an amount which bears the same
ratio to such sum as the number of students in attendance at insti-
tutions of higher education in such State bears to the total number
of students in such attendance in all such States.

(20 U.S.C. 1070c-4) Enacted October 12, 1976, P.L. 94-482, Title I, Part D, sgc.
123(cX3), 90 Stat. 2094; amended June 15, 1977, P.L. 95-43, sec. laxT7), 91 Stat. 213.

’

SUBPART 4—SPECIAL PROGR&S FOR STUDENTS FRC(M
DisADVANTAGED BIACKGROUNDS

PROGRAM AUTHORIZATION

Sgc. 417A. (a) The Commissioner shall, in accordance with the
provisions of this subpart, carry out a program designed to identify
qualified students from low-income families, to prepare them for a
program of postsecondary education, and to provide special services
for such students who are pursuing programs of postsecondary edu-
cation.
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(b) For the purpose of enabling the Commissioner to carry out
this subpart, there are authorized to be appropriated $100,000,000
for. the fiscal year ending June 30, 1973, and for each of the suc-
seeding fiscal years ending prior to July 1, 1975, amd $2Q0,000,000
foreach of the fiscal years ending prior to-October 1, 1979.

(20 U\S.C. 1070d) Enacted June 23, 1972, P.L. 92-318, sec. 131(bX1), 86 Stat. 258;

amended October 12, 1976, P.L. 94-482, Title I. Part D, sec. 124(a), 90 Stat. 2094.
kS

AUTHORIZED ACTIVATIES .
. - . N «

( SEc. 417B. (a) The Commisgioner is authorized (without regard to -
section 3709 of the Revised Statutes (41 U.S.C’ 5)) to make grants’
to, and contracts with, institutions of higher education, .including
institutions with vocational and career education programs, combi-
nations of such institutions, public and private agencies and orga-
nizations (including professional and scholarly associations), and, in
exceptional cases, secondary schools ar}‘ secondary vocational
schools, for planning, developing, or carry out within the States
one or more of the services described in subsection (b) of this sec-
tion. . ’

‘(b) Services provided through grants amd contracts under this
subpart shall be specifically designed to assist in enabling youths
from low-income families who have academic potential,,but who
may lack adequate secondary school prepardtion, who mayybe phys-
ically handicapped, or who may be disadvantaged because of severe
rural isolation, to enter, continue, or resume programs of postsec-
ondary education, including— . : :

(1) programs, to be known as “Talent Search” designed to—

. (A) identify qualified youths of financial or cultural need
with an exceptional potential for postsecondary education-
al training and encourage them to complete secondary .
school and undertake postsecondary educational training,
especially such youths who have delayed pursuing postsec-
ondary educational training.

(B) publicize existing forms of student figancial aid, in-
cluding aid furnished under this title, and

(C) encourage secondary-school or college dropouts of -
demonstrated aptitude to reenter educational programs,
including postsecondary-school programs;

(2) programs, to be known as “Upward Bound”, (A) which
are designed to generate skills and motivation necessary for
success in education bgyond high school and (B) in which en-
rollees from Jow-income backgrounds and with inadequate sec-.
ondary-school preparation participate on a substantially full-
time basis during all or part of the program; :

(3) programs, to be known as*‘Special Services for Disadvan-
taged Students”, of remedial and other special services for stu-
dents with academic potential (A) who are enrolled or accepted~
for enrollment at the institution which is the beneficiary of the
grant or contract, and (B) who, (i) by reason of deprived educa-
tional, cultural, or economic backgron:?i, or physical handicap,
are in need of such services to assist tffem to initiate, continue,
or resume their postsecondary education or (ii) by reason of

-limited English-speaking ability, are in need of bilingual educa-

«
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tional teaching, guidance, and counseling in order to enable
_ them to pursue a postsecondary education;

(4) a.program of paying up to 75 per centum of the cost of
establishing and operating Educational Opportunity Centers
which— .

(A) serve areas with major concentrations of low-income
populations by providing, 1n coordination with other appli-
. ‘@ble programs and services— .

R (i) information with respect to financial and aca-’
demic assistance available for persons in such areas
desiring to pursue a program of postsecondary educa-
tion; : _ :

C (i assis'ance to such persons in applying for admis-
~ ~ gion to institutions, at which a program of postsecon--
dary education is offered, including preparing neces-
sary ‘applications for use by admission and financial
-aid officer; and ' :
. (iii) counseling services and tutorial and other neces-
’ sary assistance to such persons while attending such
institutions; and
(B) serve as recruiting and counseling pools to coordinate
resources and staff efforts of institutions of higher educa-
tion and of other institutions offering programs of postsec- -
R ! ondary education, in admitting educationally disadvan-.
’ taged fpersm;s. T

The portion of the cost of any project assisted under clause (4) in

the preceding sentence which is borne by the applicant shdll repre-

sent an increase in expenditure by such applicant for the purposes

of such project; and ' .

. %) a program‘of) paying up to 90 per centum of the cost of
establishing and operating or expanding service learning cen-
ters at institutions of higher education and other postsecon-
dary educational institutions serving a substantial number of
disadvantaged students’ which—

(A) will provide remedial and other special servicey, for
students who are enrolled or accepted for enrollment at
that institution, and .

(B) will serve, as a concentrated effort, to coordinate and
supplement the ability of that institution to furnish such

’ services to such students. Before making a grant or enter-

ing into a contract under clause (5) of the first sentence of
this subsection the Commissioner may require any institu-
tion subject to such a contract or grant to submit an appli-
cation containing or accompanied by such ififormation, in-
cluding the ability of that institution to pay the non-Feder-
al share of the costs of the project to be assisted, as is es-
sential to carry out the requirements of that clause.

No individual who is an ‘eligible veteran, as that term is defined by

section 1652(a) of title 38, United States Code, shall be deemed in-

gligible to participate in any program under this subsection by
reason of such individual’s age. Ar

(c) Emrollees who are participating on an essentially full-time,
basis in one oF more services being provided under this section may
be paid stipends, but not in excess of $30 per month except in ex-
ceptional cases as determined by the Commissioner.

e
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glccle E;;atgi;prove%t that fol‘:” recffveg year no State which submit-

that , blan 8 i from such funds less than
$50,000 fo%ioneieﬁr? In?% atk};: gla?llocations under this paragraph,
the Comr?, previc Shall U ation, <ot available actual data, includ-
ing data of‘edera?us pat‘“cf1 the cdswhlch is satisfactory to him.

(c) The “Bducay, Share % gormatio Of planning, establishing, and
operagiing Wnal I N Centers for any fiscal year

9
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under this subpart shall be 66% per centum, and the non-Federal
- share may be in cash or in*kind’ .

(d) For the purposes of this subpart, the.term “Educational Infor-
mation Center” means an institution or agen®y, or combination of
institutions or agencies, organized to proyide services to a popula-
tion in a geographical area’no greater.than that which will afford
all persons within the area reasonable access {0 the services of the
Center. Such services shall include—

(1) information and talent search services designed to seek
out and encourage participation in full-time and part-time
postsecondary educatign or training of persons who could bene-.
fit from such education or training if jt were not for cultural
or financial barriers, physical handicap, ‘deficiencies in second-
ary educatight, or lack of information about available programs
or financial assistance; . . . ' '

(2) information and referral services to
area served by the Center, including such sen
to— ’

‘rson$ within the
ices with regard.

(A) postsecondary education and training programs in
. the region and procedures and requirements for applying
. and gaining acceptance to such programs;
(B) available Federal, State, and other financial- assist-
. ance, including information, on procedures to be followed
in applying for such assistance; :

(C) available assistance for job placement or gaining ad-
mission to postsecondary educiion institutions including,
but not limited to, such imstitu s offering professional,
occupational, technical, vocational, work-study, cooperative
education, or other education programs designed to pre-

- pare persons for careers, or for retrain(%g, continuing edu-
cation/ or upgrading of skills;

(DY compe#ency-based learning opportunities, including
rtunities forytesting of existing competencies for the
urpose of certification, awarding of credit, or advance

placement in postsecondary educatipn programs;

(E) guidance and -counseling sgl'}?ices designed to.assist
persons from the area served by the Center-to identify
postsecondary education or training opportunities, includ-
ing part-time opportunities for individuals who are em-
ployed, appropriate to their needs and in relationship to
each individual's career plans; and : S

(F) remedial or tutorial services designed to prepare per-
sons for postsecondary education opportunities or trainin
programs, including such services provided to persons en-
rolled in ‘postsecondary education institutions within the
area served by the Center. . -

Services may be provided by a Centér either directly or by way of
contract or other agreement with agencies and institutions within
the area to be served by the Ceriter. .

(er'Nothing in this subpart shall be construed to affect funds allo-
cated to the establishment and erration'of Educational Opportuni-
ty Centérs for the disadvantaged' pursuant to section 417(B)(b)4) of
this part. . .

-
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ADMINISTRATION OF STATE gROGRAMS

Sl?é 418B. (a) Each State receiving a grant u.nder this part is au-
thorized in accordance with its State plan submitted pursuant to
subsection (b) of this section, t6 make grantsto, and contracts with,
institutions of higher educatlon, including institutions with voca-

- tional and career education programs, and combinations of such in-
stitutions, public and private agencies and organizations, and local
education. agencies in combination with any institution of higher
education, for planning, establishing, and oberating Educational In- -
formation Centéers within the State.

(b) Any State desiring to receive a grant under this subpart shall

*  submit for the approval of the Commlssmner a State plan, which
shall include— :
(1) a comprehensive strate%for establishment or expansion
of Educational Information Centers, designed to achieve the
goal, within a reasonable period of tlme, of making available
-within reasonable distance to all residents of the State the
services of an Educational Information Center;

" (2) assurances concerning the source and availability of 1
State, local, and private funds to meet the non-Federal share of
the cost of the State plan required by section 418A(c); and

(3) such other provisions as are essential to carry out the
‘provisions of this subpart.

© (20 US.C, 1070d-2) Enacted October 12, 1976, P.L. 94-482, Title L, Part D, Sec. 125,

90 Stat 2096, 2097, 2098.

SUBPA_RT 6—AssiSTANCE To INsTITUTIONS OF HiGHER EDUCATION!

PAYMENTS TO INSTITUTIONS OF HIGHER EDUCATION

Skec. 419. (a) Each institution of higher education shall be entitled
for each fiscal year to a cost-of-education payment in accordance
with the provisions of this section.

(bX1) The amount of the cost-of-education payment to which an
institution shall be entitled under this section for a fiscal year -
shall be, subject to subsection (d), the amount determined under
an(rg)graph (2XA) plus the amount determined under paragraph

(2XAX1) The Commissioner shall determine the amount to which
an institution is entitled under this subparagraph on the basis of
the total number of undergraduate students who are in attendance
at the institution and the number of students who are also recipi-
ents Olf; lbasw grants under subpart 1, in accordance with the follow-
ing table: .

~

X

5

1Sec. 1001(d) of P.L. 92-318 provides as follows:

*“(d) The totabof the payments made under subpart 5 of part A of ntle 1V, of the Higher Edu-
cation Act of 1965 (except section 420) and under part F of title IX of such Act may not exceed
$1,000,000,000 during any fiscal year.

»
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If the total number of students in at-" The gmount of the grant is—
tendance ! ) ,
Not over 1,000, ) cceu.eueeceersesns R $500 for each recipient.
Over 1,000 but hot aver 2,500 $500 for each of 100 recipients; plus
: $400 for each: recipient in excess of
_ 100. !
Over 2,500 but not over 5,000 ..........ceenoe: $500 for each of 100 recipients; plus
' $400 for "each of 150 fecipients in
excess-of 100; plus §J00 for each re-
o , cipient in excess of 250.
Over 5,000 but not over 10,000......cccoveeeeee: $500 for each 100 recipients; plus $400
Y for each of 150 recipients in excess

. . of 100; plus 3300 for each of 250 me-

z" #pients in excess of 260; plus $200

) for each recipient in excess of 500.

Over 10,000...ccccmnrinimninrnnsnnnesasstsiessss $500 for each of the 100 recipients;

plus $400 for each of 150 recipients

in excess of 100; plus $300 for each

of 250 recipients in excess of 250;

plus $200 for each of 500 recipients

in excess of 500; plus $100 for each
recipient in excess of 1,000.

(ii) In any case where a recipient of a basic grant under subpart
1 attends” an institution recélVing a cost-of-education payment
under this subpart on less than.a full-time basis, the amount deter-
mined under this subparagraph With respect to that student shall
be reduced in proportion to th "d%ee to which that student is not
attending on a full-time basis. % *

(iii) If during any period of ahy fiscal yehr the funds availa le for

.

R <28

_ ‘making payments on the basis of entitlements establishgdfunder

tHis subparagraph are insufficient to satisfy fully all suchdgntitle-
ments, the amount paid with respect to each such entitlement shall
be ratably reduced. When additional funds become available for
such purpose, the amount of payment from such additional funds
shall be in proportion to the degree to which each such entitlement
is unsatisfied by the payments madé under the first sentence of
this division. :
< (BXi) The Commissioner shall determine with respect to each in-
stitution an amount equal to the appropriate per centum (specified
on the table below) of the aggregate of— .

(I ;upple‘mental edudational opportunity grants under sub.

part 2; KA ,

(II) work-study paymepts under part C; and
i (II) loaps to students under part E;
made for such year to students Who are in attendance at such insti-
tution. The Commissioner shall determine such amounts on the
basis of percentages of su¢h aggregate, and the number of students

in attendance at mstltutlgns‘durmg the most recent academic year
en{)ilmg prior to such fiscal year, in accordance with the following
table: ° :

If the number of students in atﬁendance The percentage of such aggregate shall

49

(S Pand

at the institution is— be—
Not over 1;000......ccovceeriinrcriernssoresscnsnedenssons 50 per centum.
Over 1,000 but not over 3,000........c.e0o v 46 per centum.



47

.
If the number of students in attendance The percentage of such aggregate thall

at the institution is— be—*
Over 3,000 but not over 10,000......c........... 42 per centum.
Over 10,000..........coiviiiiircec e s 38 per centum. ,

(ii) If during any period of agiy fiscal year the funds available for
making .payments on the basis of entitlements established under
this subparafkaph are insufficient to satisfy fully all such entitle-
ments, the amount paid with respect to each such entitlement shall
be ratably reduced.” When additional funds become available for
such purpose, the amount of payment from such additional funds
shall be in proportion to the degree to which each such entitlement
is unsatisfied by the payments made under the first sentence of
this division. . -

(3XA) In determining the number of students§n attendance at in-
stitutions of higher education under this subsection, the Commis-
sioner shall compute the full-time equivalent of part-time students.

(B). The Commissioner shall make a separate determination of
théfnumber of studemts in attendance at an institution of higher
education and the number of recipients of basic grants at any such
institution at each branch or separate campus of that institution
located in a different community from the principal campus of that
institution pursuant to criteria established by him.

(c)1) An institution of higher education may receive a cost-of-
education payment in accordance with this section only upon-appli-
cation therefor. An application under this-section shall be submit-
ted at such time or times, in such manner, and containing such in-
formation as the Commissioner determines necessary to carry out
his functions under this title, and shall— :

(A) set forth such policies, assurances, and procedures as will
insure that— o

(i) the funds received by the institution under this sec-
tion will be used solely to defray instructional expenses in
atademically related programs of the applicant;

(ii) the funds received by the institution,under this sec-
tion will not be used for a school or departinent of divinity
or for any religious worship or sectarian activity;

(ii1) the applicant will expend, during the academic year
for which a payment is sought, for all academically related
programs of the institution, an amount equal to at least
the average amount so expended during the three years
preceding the year for which the grant is sought; and

(iv) the applicant will submit to the Commissioner such
rep()iorts as the Commissioner may require by regulation; -
an

(B) Contain such other statement of policies, assurances, and
procedures as the Commissioner may require by regulation in
order to protect the financial interests of the United States.

(dX1) The Commissioner shall pay to each institution of higher
education for each fiscal year the amount to which it is entitled
under this section. 3 » - ’

(2) of the total sums appropriated to make payments on the basis
of entitlements established under this section and on the basis of
entitlements of established part F of title IX—

PR
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(A) 45 per centum shall be available for making payments on
the basis of entitlements established under paragraph (2)(A) of
subsection (a); : .

(B) 45 per centum shall be available for making payments on
the basis of entitlements established under paragraph (2)(B) of
subsection (a); and '

(C) 10 per centum shall be available for making payments on
the basis of entitlement established under part F of title IX.

(3) No payments on the basis of entitlements established, under
paragraph (2XA) of subsection (a) may be made during any fiscal
year for which the appropriations for making grants under subpart
1 does not equal at least 50 per centum of the appropriation neces-
sary for satisfying the total of all entitlements established under
such subpart. In no event shall, during any fiscal year, the aggre-
gate of the payments to which this paragraph applies exceed that
percentage of“the total entitlements established under such para-
graph (2(A) which equals the percentage of the total entitlements
established under subpart 1 which are satisfied by appropriations

for such purpose for that fiscal year. - o
(20 U.S.C/ 1070e) Enacted June 23, 1972, P.L. 92-31B, sec. 1001 (a), 86 Stat. 375,
318. Q o

VETERANS' COST-OF-INSTRUCTION PAYMENTS TO INSTITUTIONS OF ~
HIGHER EDUCATION

. LY :

Sec. 420. (aX1) During the period. beginning July 1, 1972, and
ending September 30, 1979, each institution of higher education
shall be entitled to a payment under, and in accordance with, this
section during any. fiscal year if— BT

(A) the number of persons who-are veterans receiving voca-
tional rehabilitation under chapter 31 and title 38, United
States Code, or veterans receiving educational ‘assistance-under
chapter 34 of such title, and who are in.attendance, as under-
graduate students at such’ institution during any academic
year; equals at least— .

(1) 110 per centum of the number-of such recipients who
were in attendance at such institution during the preced-
ing academic year, or :

(ii) 10 per centum of the total number of undergraduate
students in attendance at such institution during such aca-
demic year and if such number does not constitute a per
centum of such undergraduate students which is less than
such per centum for the preceding academic year; and

(B) the number of such persons is at least 25.

(2) During the period specified in paragraph (1), each institution
which has qualified for a payment under this section for any year
shall be entitled during the succeeding year, notwithstanding para-
graph (1), to a payment under and in accordance with this section,
if the number of persons referred to in such paragraph (1) equals at
least the number of such persons who were in attendance at such
institution during the preceding academic year or equals at least -
the minimum number of such persons necessary to establish eligi-
bility to entitlement under paragraph (1) during the preceding aca-
demic year, whichever is less. Each institution which is entitled to
a ‘pgyment for any fiscal year by reason of the preceding sentence
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shall be deemed for he {)urposes of &ny such year succeeding the

- year for which it is s¢ entitled to have been entitled to a payment

under paragraph (1) during the preceding fiscal year. -

(3) During the period beginning July'1, 1976, and ending prtem-
ber 30, 1977, each \institution which has quallﬁed for payment
under thls section for the preced/mg year shall be entitled during
such period, notwithstanding, agraph..(1), to a payment under
this section, if jthe number of/gf;ons reférred to in such. paragraph
(1), equals whithever is t psger of (AYat least the nimber of such
persons who were in at{efidance at such lnstltutlonefurlng the pre-
ceding academic year. ¥ the number of such perseng whose eligi-
bility for edulatigrali gssistance under chapter 3¢ of title 38,
United States Ci ex,prred ort May 31, 1996; gyy ure ‘of section
1662(p) of suc gg (R) at least the m1n1h1 rr[m ber gf such

t

persons nece ablish eligibility ty’ ‘entitle
graph (1) d %the preceding academic year less the number of
such "pers s whose eligibility for educationa assistance under

chapter 34 of title 38, United States. Code .expired .on May 31, 1976,
by/virtue of section, 1662(c) of such title. :-
«~ (4) With respect fo any academic year beginning;on. or after July

1’ 78, and ending on or before September 30, 1980, each institu-

wh1ch has qualified for payment ufider this section for the pre-

" ceding year shall be entitled during such period, notwithstanding
" the provisions of paragraph (1){A), to a payment under this section

if—

at least the number which bears thejsame ratio to the number
of such recipients who -were in attghdance at such institufion
during the first academic year in ich the institutiory was\en-
titled to payments under this section as the number of such re-
eipients 1n all institutions of higher education during the aca-
demic -year for which the determination is made bears to the
number of such regipients in all mstltutlons of higher educa-
tion for the’ ﬁrstesl.g‘h academic yedr; or

(B) in the event That clause (A) of this paragraph i 1s nqt satis-

m ﬁed the Commissiofier determines, on the basis of evidence

presemted by such institution, that such institution is making
reasonable efforts, taking into consideration the extent tq
which’the number of persons referred to in such paragraph (1)
falls short of meeting the ratio criterion set forth in such
clause (A), to continue to rec[u1t enroll, and prov1de necessary
services to veterans.

(b)1) The amount of the payment to which any institution shall

be ‘entitled under this section for any fiscal year shall be—

(A) $300 for each person who is a veteran receiving vocation-
al rehabilitation under chapter 31 of title 38, United States
Code, or a veteran receiving educatjonal assistance under chap-
ter 34 of such title 38, and who is in attendance at such institu-
tions as an undergraduate student during such year; and

(B) in addition, $150, except in the case of persons on behalf
of whom the institution has received a payment in excess of
$150 under section 419, for each person who has been the re-
cipient of educational “assistance under subchapter V or sub-

‘chapter VI of chapter 34 of such title 38, and who is in attend-

(A) the number of persons referred to in paragraph (1) equals *

£3

~

ent undér para- 2«
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ance at such institution as an undei‘gradliate student, during

such year. .
(2) In any case wheie a person on behalf of whom a payment 1s
made under this section attends-an institution on less than a full-
time basis, the amount of the payment on behalf of that person
shall be reduced in proportion to the degree to which that person is
not attending on a full-time basis. » : '
(cX1)! An institution of higher education shall be eligible to re-
ceivé the payment to which it is entitled under this section onlfy i
it makes application therefor to the Commissioner. An application
_under this section .shall be submitted at such time or times, in such
manner, in such form and containing such information as the Com-
missioner determines necessary te carry out his functions under
this title, and shall— :
» = (A) meet the requirements set forth in clauses (A) and (B) of
section 419(c)1); :
~. (B) set forth such plans, policiés, assurances, and procedures
a?f will insure that the applicant will make an adequate
effort— . o
, " (i) to maintain a fulltime office of veterans’ affairs

~ - which has responsibility for veterans’' outreach, recruit<

ment, and special education programs, including the provi-
sions of educational, vocational, and personal counseling
for veterans, : .
, (ii) to carry out program designed to prepare education-
ally. disadvantaged veterans for postsecondary education (I)
under subchapter V of chapter 34 of title 38, United States
Code, and (ID in the case of any institution located near a
rgrlilitary installation, under subchapter VT of such chapter
(i) to carry out active outreach (with special emphasis
on eduycationally disadvantaged veterans), recruiting, and
counseling activities through the use of furids available
under federally assisted work-study programs (with special
emphasis on the veteran-student services program under
gection 1685 of such title 38), and ,

(iv) to. carry out an active tutorial assistance program
(including dissemination of information regarding such
program) in order to make maximum use of the benefits
available under section. 1692 of such title 38, '

except that an institution with less than 2,500 students in attend-
ance (I) which the Commissioner determines, in accordance with
regulations %',oéntly prescribed by the Commissioner and the Admin-
istrator of Vterans’ Affairs_(hereinafter referred to as the “Ad-
ministrator’’), cannot feasibly itself carry out any or all of the pro-
- grams set forth in subclauses (i) through (iv) of this clause, may
‘carry out such program Or programs through a consortium agree-
ment with one or more other institutions of higher education and

1Section 126(d) of Part D of Title I of P.L. 94-482 (enacted Oct. 12, 1976) reads as follows:
'

“Not later than ninety days after the enactment of this Act, the Commissfoner shall prepare
and submit to the Congress a report containing a summary of the aftivities and programs (in-
cluding the number and characteristics of veterans served) at institutioné of higher education
receiving assistance under section 420 of the Higher Education Act of 1965 (relating to veterans’
cost-of-instruction payments) and a description of the steps taken (and the results thereof) to
carry out his responsibility under subsection (cx1) of that Section to monitor and determine the
~ adequacy of efforts by such institutions.”

2
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(11) shall be required to carry out such programs only to the extent
that the Commissioner determiines, in accordance with regulations
jointly prescribed by the Commissioner and’ the Administrator, is
appropriate & terms of the number of veterans in attendance at
such institutiod\ The adequacy of efforts to meet the requirements
of clause (B) in the preceding sentence skall be determined by the
Commisgioner, based upon the recommendation of the Administra.

tor, in accordance with criteria established in regulations jointly-

prescribed by the Commissioner and the Administrator.

¢2) The Commissioner shall not approve an application under this
subsection unless he determines-that-the applicant will implement
the requirements of clause (B) of-paragraph (1) within the first aca-
demic year during which it receives a payment under this gection.

(dX1) The Commissioner shal] pay ‘te each institution of higher
education Which has had an agliication approved ymder subsection
(c) the-amount to which it is dfititled under-this section. Payments
under subsection shall be made in not less than three installments
during each academic year and shall be based on the actual
number of persons on behalf of whom such payments are made in
attendance at the institution at the time of the payment. ="

(2) The maximum amount of payments fo any institution of
higher education, or any branch thereof which is located in a com-

munity which is different from that in which the parent institution-

thereof is located, in any fiscal year, shall be $185,000. In making
payments under this section for any fiscal year, the Commissioner
shall apportion the appropriation for making such payments, from
funds which becomme available as a result of the limitation on pay-
ment set forth in'the preceding sentence, in such a manner as will
result in the receipt by each dnstitution which is eligible for a pay-
ment under this section of first $9,000 (or the am&unt of its entitle-
“ment for that fiscal year. whichever is. less) and then additiofial
amounts up to the limitation set forth in the preceding sentence.
“te) Not less than 75 per centum of the amounts paid to any insti-

tution under subsecction (d) in any fiscal year shall be used to'lm- -

plement the requirement of clause (B)i) of paragraph (1) of subsec-
tion (c), and, to the extent that such funds remain after implement-
ing such requirementsy.fungs limited by such 75 per centum re-
quirement shall be used for implementing the reguirements of
clauses (B)ii), (iii), and (iv)’f such paragraph (1), except that the
Commissioner may, in accordance with criteria established in reBu-
lations jointly prescribed by the Commissioner with the Adminis-
trator, waive the requirement of this subsection to the extent that
he finds that such institution is adequately carrying out all such
requirements without the necessity for such application of such
".amount of the payments received under this subsection.

(f) The Commissioner, in carrying out the provisions of this sec-
tion, shall seek to ‘assure the cqordination of programs gassisted
under this section with programs carried out by the Veterans' Ad-
ministration pursuant to title 38 of the United States Code, and the
Administrator ‘of Veterans' Affairs shall provide all assistance,
technical consultation, and information otherwise authorized by
law as necessary to promote the maximum effectiveness of the ac-
tivities and programs assisted under this section.

A 2
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() The program provided for in this section ghall be adminis- -

tered by an identifiable administrative unit in the Office of Educa-
tion. :

(20 US.C. 1070e-1)jEnacted June 23, 1972, P.L. 92-318, sec. 1001(a), 86 Stat. 378,
379; amended Au 1, 1974, P'L. 93-380, sec. 835,88 Stat. 604, 605, amended Oc-
r 12, 1976, P.L. 91-482, Title I, Part D.}!ri%. 90 Stat. 2098; amended Aug. 4,

978, P.L. 95-336, sec. 6, 92 Stat. 453.

Nm'B.—Subﬁtion (a) of section 127 of D of Title I of P.L. 94-482 amends
Part B—Federal, State and Private Prograni? of Low-Interest Insured Loans to Stu-
dents in Institutions of Higher Education. Subsection (b)of section 127 of Part D of
Title I of P.L. 94-482 reads as follows:

‘“The amendment made by subsection (a) of this section of this Act shall become
effective October 1, 1976, pt as otherwise provided therein, and to the extent
such amen t make:ﬁges in such part B which affect student loans, such
changes shall apply to ding loans as well as to loans made after the amend-
ment becomes effective, except that—
(1) the changes made in sections 425(
{A), (B) and (P) shall become applicable
of education, for periods of enrollments nning on or after October 1, 1976;
*(2) section 422, (c) shall become effective tober 1, 1977;

(3) section 428, () shall become effective October 1, 1976;

{4) the changes made in section 428(aX2) shall become applicable with respect
to the determination of interest subsidies on loans to cover the costs of educa-
#ion for periods of enrollment beginning on or after 30 days after the date of
enactment of this Act; M

(5) the new sectiop 433 shall become effective with respect to loans made to
cover the costs of education for periods of enrollment beginning on or sfter Oc-
tober 1, 1976; : v i

(6) the changé\s in section 428(c) with resgect to the amount of .Federal guar-
antee payments‘shall become effective with respect to paymen reimburse
States and nonprofit private institutions and organizations with which the Com-
missioner has an agreement under section 428(c) of such part which are made

- on or after October 1, 1976; and _

(T) section 438, shall become effective with respect to fiscal quarters beginning

after December 31, 1976.” ¢

a), 427(aX1XC), 427(aX2XG) and 428(bX1)
ith respect to loans to cover the costs

1 Subeection (b)-of Section 127 of P.L. 94-482, as amended by Section 1 (bX4) of P.L. 95-43,
reads as follows: :

(b).The amendment made by subsection (a) of this section of this Act shall become effective
October 1,1976, except as otherwise provided therein, and to the extent such amendment makes
changes in such part B which affect student loans, such changes shall apply to outstanding
loans as well as fo loans made after the amendment become effective, except that— .

(1) The changes made in— :

(A) sections 425 (a) (other than paragraphs (1) (A) and (B) thereof and 428(bX1XA) other than

divisiong (1) and (ii) thereof, and sections 427(aX1XC) and 428(bX1XB) shall become applicable
with respect to loans to cover the costs of oducation for periods of enrollment beginning on or
after October 1, 1976; i . .

(B) sections 425aX1) (A) and (B) and 42«b¥1%A} and (ii) shall become applicable with respect

“to loans made on of after February 12, 1977, tv cover such costs for such periods beginning on or

after November 12, 1976; .

(C) sections 428(aX2) (G) and (H) and 428bX1» (N), (0), and (P) shall become applicable with
respect to loans made on or after June 1, 1977, - .

(2) section 422(c) shall become effective October 1, 1977;

(3) section 428(5) sball become effective October 1, 1976;

(4) the changes made in section 428(aX2) shall become-applicable with respect to the determi-
nation of interest subsidies on loans to cover the cost of education for periods of enrollment be-

(5) the new section 433 sh e effective with respect to loans made on or after February
12, 1977 to cover the costs of ®ducation for periods of enrollment beginning on or after Novem-

.ginning on or after 30 days ir the date of enactment of this Act; .

‘ber 12, 1976;

{6) the changes in section 428(c) with respect to the amount of Federal guarantee payments
shall become effective with. respect to payments to reimburse States and nonprofit private.insti-
tutions and organizations with which the Commissioner has an agreement under section 428(c)
of sugh part which are made on or after October 1, 1976; and . .
';1('” gs’leé.‘til)n 438, shall become effective with respect to fiscal quarters beginning after December
31,1 5 . ) .

«
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The amendment to Part B, as made by subsection (a) of section 12” ofPart D of
Title Joof P.L. 94-482 follows:

"ParT B—FEDERAL, STATE, AND PRIVATE PROGRAMS OF Low-INTEREST
INsURED LOANs TO STUDENTS IN INSTITUTIONs oF HIGHER
EpucaTion?3?

STATEMENT OF PURPOSE AND APPROPRIATIONS AUTHORIZED ~

Sec. 421. (a) The purpose of this part is to enable the Commis-
sioner (1) to encourage States and nonprofit private institutions
and organizations to establish adequate loan insurance programs
for students in eligible institutions (as defined in section 435), (2) to
provide a Federal program of student loan in#urance for students
or lenders who do not have reasonable access to a State or private
nonprofit program of student loan insurance covered by an agree-
ment undér section 428(b)3), to pay a portion of the interest on -
loans to qualified students which are made by a State under a
direct - loart program meeting the requirements of section
428(aX1XB), or which are insured under this part or under a pro-
gram of a’State or of a nonprofit private institution or organization
the requirements of section 428(a)(1XC), and (4) to
a portion of each loan insured under a program of a

aran
tate a nonprofit private -institution or organization which
meets th¥ requirements of section 428(a)(1)C), ;

(b) Forghe purpose of carrying out this part—

ere are authorized to be appropriated to the student

nce fund (established by section 431) (A) the sum of
$1,000,000, and _(B) such further sums, if any, as may become
necessary for the adequacy of the student loan insurance fund,

(2) there are authorized to be appropriated, for payments
under section 428 with respect to interest on student loans and
for payments under section 437, such sums for the fiscal year,
ending June 30, 1966, and succeeding fiscal years, as may be 2
required therefore, )

(3) there is authorized to be appropriated the sum of
$17,500,000 for making advances pursuant to section 422 for
the reserve funds of State and nonprufit private student loan
insurance programs, -

(4 there are authorized to be appropriated (A) the sum of
$12,500,000 for making advances after June 3(. 1968, pursuant
to sections 422 (a) ard (b), and (B) such sums s may be neces-

~ sary for making advances pursuant to section +22(c), for the re-
‘ . - ® - .
2Section 2(b) of P.L. 95-43 reads as fo lows: : .
(bX1) Except as provided in paragraph 2. amendments made by the {irst section of this Act to
part B of title IV of the Higher Education .5zt of 1965 shall take effect as provided by subsection
(b) of section 127 of the Education Amendments of 1976. as amendai by this Act, and shall, for
¢ Purposes of such subeection, collectively be deemed to bv an atnendinent made by subsection (a)
of such section. . .

(2) The amendments made by paragraphs (17). (2, und (1XD) of subsection (a) of the first
sectiorf of this Act shall take eflect thirty days after the date of its enactment. No determination
made pursuant to section 428(aX9) of the Higher Education-Act of 1965 as in effect between Sep-
tember 30, 1976, and such thirtieth day after enactment of this Act shall be invalid if such ‘de-
termination, at a minimum, complies with such section as amended by such paragraph (20).

2The provisions of Part B governing all loans made between August 19, 1972, and March 1;
1973, and the provisions governing all loans made under Part B between July 1, 1972, and
August 18, 1972, or after March 1, 1973 have been omitted from this print of the Compilation
(see the June 30, 1977 issue for these provisions, pp. 334-367). ) .
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‘serve funds of State and nonprofit private student-loan insur-
ance programs, and :
." (5) there are authorized to be appropriated such sums a%\xcnay
be necessary for the purpose of paying an administrativescost
allowance in accordance with section 428(f) to State and non-
profit institutions and organizations with which the”Commis-
sioner has an agreement under section 428(b).
Sums appropriated under clauses (1), (2), (4), and (5) of this subsec-
tion sl%lg remain available unti=expended, and sums appropriated
under Tlagse (3) of this subsection shall remain available for ad-
vances und%, section 422 until the close of the fiscal year ending
June 30,1968 -° . _ .
(c) For purposes-of carrying out this part— .
; (1) the Commissioner shall develop and execute a plan de-
\gigned to encourage the establishment of student [sic] loan in-
urance program by each State (whether operated by an
agency of the State or by a nonprofit private institution or or-
ganization designated by the State) which does not have such a
program covered by an agreement pursuant to section 428(b);
(2) the Commissioner shall make a report to the Congress
within 180 days after the enactment of the Education Amend-
ments of 1976, containing a description of the plan developed
according to paragraph (1) accompanied by a timetable for the
execution of such plan; and
"(3) the Commissipner shall make a report to the Congress’f
before June 30, 1977, which shall include—
(A) a description of the activities the Commissioner and
his designees have undertaken. pursuant to paragraph (1),
(B) a description of'such State’s plans to establish a pro- -
gram meeting the requirements of section 428(b), and
(C) the Commissioner’s recommendations to the Congress
as.to what changes in law, or policy would encourage the
establishment of such a program in all States wjtheut such
. programs. N ' ~. { " BN
(20 U.S.C. 1071) Enacted Nov. 8;.1965, P.L. 89-329, Title IV, sec. 421, 79 Sta't.":1236; \
amended Aug. 3, 1968, P.L. 90-460, secs. 2, 3, 82 Stat. 635-6; amended Oct. 16, 1968,
P.L. 90-575, gl'itle I, secs. 113, 114, 119, 82 Stat 1020, 1021, 1027; amended Oct. 12, {
1976, P.L. 94-482, Title 1, Part D, Section 127 (&), 90 Stat. 2099, 2100; amended June
15, 1977, P.L. 95-43, sec. 1 (ak8), (ak9), (ak10), 91 Stat. 213. - "+ '

- .
ADVANCES FOR RESERVE FUNDS OF STATE AND NONPROFIT PRIVATE
- LOAN INSURANCE PROGRAMS - '

Sec. 422. (a)6 From the sums appropriated pursuant to clauses
(3) and (4XA) of section 421(b), the Commissioner is authorized tb
‘make advances to any State with which he has made an agreement
pursuant to section-428(b) for the purpose of helping to establish or
strengtherr the reserve fund of the student loan instirance program
covered by that agreement. If for any fiscal year a State does not
have a student loan insurance program covered by an ‘agreement
made pursuant to section 428(b), and the Commissioner determines
after consultation with the chief executive officer of that State that
there is no reasonable likelihood that the State will have such a
student loan insurance program for. such year, the Commis)c,ioner
may. make advances for such year for the same purpose to One or

<
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more nonprofit private institutions or organizations with which he
has made an agreement pursuant to section 428(b) in order to
enable students in the State to participate in a program of student
loan insurance covered by such an agreement. The Commissioner
may make advances under this subsection both to a State program
(with which h® has such an agreement) and to one or more non-
profit private institutions or organizations (with which he has such
arv agreement) in that State if he determines that such advances
are necessary in order that students in each eligible institution
have access through such institution to a student loan insurance
program which meets the requirement of section 428(b)(1

(2) No advance shall be! made after June 30, 18, unless
matched by an equal amount from non-Federal sources. Such equal
amount may include the unencumbered non-Federal portion of a
reserve fund. As used in the preceding sentence, the term ‘“‘unen-
cumbered non-Federal portion” means the amount (determined as
of the time immediately preceding the making of the advance) of

. the w€serve fund less.the greater of (A} the sum of (i) advances
made under this section prior to July 1, 1968, (ii) an amount equal
to twice the amount of advances made under this section after
June 30, 1968, and before the advance for purposes of which the
determination is made, and (iii) the proceeds of earnings on ad--
vances®made under this section or (B) any amount which is re-
quired to be maintained in such fund pursuant to State law or reg-
ulation, or by agreement with lenders, as a reserve against the in-
surance of outstanding loans.

(3) Advances pursuant to this subsection shall be upon such
terms and conditions (including conditions relating to the time or
times of payment) consistent with the requirements of section
428(b) as the Commissioner determines will best carry out the pur-
poses,of this section. Advances made by the Cammissioner under
this subsection shall be repaid within such period as the Commis-
sioner may deem to be appropriate in each case in the light of the
maturity and solvency of the reserve fund for which the advance
was’made.

' (b)1) The total of the advances to any State prior t vy 1, 1968,

. pursuant to subsection (a) may not, exceed an amount which pears.
the same ration to 2% per centum of $700,000,000 as the p%ula— M
tion of that State aged eighteen to twenty-two, inclusive, bears to
the total population of all the States aged eighteen to twenty-two
inclusive. The amount available, however, for advances to any
State for each fiscal year ending prior to July 1, 1968, shall not be
less than $25,000, and any additional funds needed to meet this re-
quirement shall be derived by proportionately reducing (but not
below $25,000 per year) the amount available for advances to each
of the remainipg States. Advances to nonprofit private institutions
and organizations prior te July 1, 1968, pursdant to subsection (a)
may be in such amounts as the Commigsioner determines will best
achieve the purposes for which they;% made, except that the sum
of (1) adwvances to such institutions a#fld organizations.for the bene-
fit of students in any State plus (2) the amounts advanced to such’
State, may not exceed tHe maximum amount which may be ad-

-

Bhould read “be made . .
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vanced to that State pursuant tothe first two sentences of this sub-
section. .

(2) thestotal of the advances from the sums appropriated pursu-
ant to clause (4XA) of .section 421(b) to’ nonprofit private institu-
tions and organizations for the benefit of students in any State and
(B) to such State may not exceed an amount which bears the same
ratio to such sums as the population of such State aged eighteen to
twenty-two, inclusive, bears to the population of all the States aged
eighteen to twenty-two inclusive, but such advances may otherwise
be in such amounts as the Commissioner determines will best
achieve the purposes for which they aresmade. The amount availa-
ble, however, for advances to any State shall not be less than
$25,000 and any additional funds 'needed to meet this requirement
shall be derived by proportionately reducing (but not below
$25,000) the amount available for advances to each of the remain-
ing States. ' '

(3) For the purposes of this subsection, the population aged eigh-
teen to twenty-two, inclusive, of each State and of all the States
shall be determined by the Commissioner on the basis of the most
recent satisfactory data available to him.

(cX1) From sums appropriated pursuant to section 421(b}4)B),
the missioner shall advance to each State which has an agree-
ment h the Commissioner under section 428(c) with respect toa
studen® loan insurance program, an amount determined in accord-
ance with paragraph (2) of this subsection to be used for the pur-
pose of making payments under the State’s insurance obligations
under such program.

(2XA) Except as provided in subparagraph (B), the amount to be
advanced to each such State shall be equal to 10 per centum of the
principal amount of loans made by lenders and insured by such
agency on those loans on which the first payment of principal
became due during the fiscal year immediately preceding the fiscal
year in Which the advance is made.

(B) The amount of any advance determined according to subpara-
graph (A) of this paragraph shall be reduced by (i) the amount of
any advance or advances made to such State pursuant to this sub-
section at an earliegye, and (ii) the amount of the unspent bal-
ance of the advancemade to a State pursuant to subsection (a).
Notwithstanding subparagraph (A) and the preceding sentence of
this_subparagraph, but subject to subparagraph (D) of this para-
-graph, the amount of any advég’e to a State described in para-

grzph (5XA) for the first year oI its eligibility unde: such para-

griph, and the amount of any advance to any State described in
paragraph (5)B) for each year of 'its eligibility under such para-
graph, shall ot be less than $50,000. -

(C) For pyrposes of subparagraph (B) the unspent balance of the
advances made to a State pursuant to subsection (a) shall be that
portion of the balance of the State’s reserve fund (remaining at the
time of the State’s first request for an advance pursuant to this
subsection) which bears the.same ratio to such balance as the Fed-
e'r;? advances made and not returned by such State, pursuant to
suBsection (a), bears to the total of all past contributions to such
reserve funds from all sources (other than interest on investment
of any portion of the reserve fund) contributed since the date such
State executed an agreement pursuant to section 428(b).

3
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(D) If the sums appropriated for any ﬁsél year for paying the
amounts determined under subparagraphs (A) and (B) are not suffi-
cient to pay such amounts in full, then such amounts shall be re-
duced—

+ (i) by ratably reducing that portion of the amount allocated

" to each State which exceeds $50,000; and

(ip) if further reduction is requlred by equally reducing the
f $50/000 minimum allocation of each State.

additional sums become available for paying such amounts. for
any fiscal year during which the preceding sentence ha#® been ap-
plied, ’such reduced amounts shall’ be increased on the same basis
as they were redyced.

(3) The earnings, if any, on any irivestments of advances received
pursuant to this subsection must be used for making payments
under the State’s insurance obligations. -

(4XA) No repayment of any advances made pursuant to this sub-
section shall be required .until such time as the sum of. the ad-
vances under this subsectlon exceeds 20 per centum of the State’s
dutstanding insurance obligation determined in accordance with
subparagraph (B) of this paragraph. .

(B) For purposes of this paragraph, a State’s outstanding/insur-
ance obligation shall beydetermined by subtracting from the total
principal amount of loang insured by the State since it entered into
an agreement pursuant} to section 428(b), the total principal
amount of loans insured\by such State which have been  fully .
repaid by the borrower, the State itself, or the Cpmmissioner,and
loans which have been canceled.

(C) At such time as advances pursuant to this subsectioh. Treach
the level indicated in subparagraph (A\)\j/ this- paxagtaph the *
amount of any excess shall be paid ovér ta. the ommissioher iny a ‘
lump sum at the beglnnlng of each ﬁscal’ year ‘for d'eposnt m .
fund established by section'431." <A
5 (5) Advances pursuant to- thls sgbsectlon sk all be mad@ tol a

tate— . . :

(A).in the case of a Stafe whith 1 1s activel carryln ‘on a prb—
gram .under ‘an agreément’ pursyarnt to sectipn *428(b) whg‘..'
zvas entereq into before the dat¥ of enactment of this %
ion, upon sueh date as such- State mly request, but not before
. . October 1, 1977, and on the sine d&y of~each of the two suc -
N ceeding calendar  year§ after ﬂat@‘so requested; and. , .. 3
(B).in.the casé of a S,i:ate which enters . int an jagreement s
,pursuant 20 section 428(b).on ordafter date of gnactment of
i / this subSectlomop which igrtot active} carrying on am y..
under.an agreemegt, pursuaht te such section on suck ‘date, .’
upon s ch date cbx State may redyest, bt not before,Octo- -
ber 1, 77 ‘an th ame day of éach of the four succ ed1n%
calendar years t so requ f'thesadvance. BN
© (6)(A)-If for any3! year a tate doe not have a:student logn
. 1nsurance progfam covered by an'agrgemen de’pursuant ?ch-‘
., tion".428(%), and the Commissioner . git pinés after consulfatjon
-* with.the chief executive gfficer of th gta that there is no rea-.
sonable. llkellhood tnat tha, State will have sucE a studem: loan- 1n-‘
-~} surance program fi such' year, the Commissi ner-may make ad:
=\ " vances pursuant: t(jjhls subsection for;such ¥ear for, the same.pur-" .
- poSe toeone OI‘A)va nox’nproﬁt; prlvate 1nst1tutmns or orgamzatlons
g’ . : T vk S X & -

13
g - [T ) R4

', . PR . K .
N " 4 . u, . A<: B Lo . l o
. . - ! .t v L N
A o . L S . [ 8
. T s " S e L% .o L W .- on
4 . e/ . - ¢
“ ‘ K ° » - R LR P

0“ R

s

<




O

ERIC

Aruitoxt provided by Eic:

with which he had made an agreement pursuant to subsection (c),
gs well as subsection (b), of section 428 and subparagraph (B) of this
paragraph in order to enable students in that State to participate
in a. program;of student loan ingurance covered by such agree-

‘ments.

" (B) The .Commissioner may enter iqtb an agreement with a pri-
vate nonprofit institution or organization for purposes of this para-

-graph under which such institution or organization—

L(i) agrees to establish within such State at least one office
with sufficient staff to handle written and telephone 1nquires
from students, eligible lenders, and other persons in the State,

" to encourage maximum_ggmr_r;e;mal lender participation within
the State, and to conduct periddic visits to at least the major
eligible lenders within the State, : ) .

l{&ii) agrees that its insurance will not be denied any student
ause of his choice of eligible institutions or the 'student’s
lack of need, and - o L
(iii) certifies that it is neither an eligible institution, nor has
any substantial affiliation with an eligible institution:
(20 U.SC. 1072) Enacted Nov. 8, 1965, P. 9-329. Title IV, sec. 422, 79 Stat. 1236,
ended Nov. 3, 1966, P.L. 89-752, sec. 11, Stat. 1243; amended Oct. 16, 1968, P.L.
90-575, Title I, sec. 114, 82 Stat. 1021; amended Qct. 12, 1976, P.L. 94-182, Title 1,
Pat D, sec. 127(a), 90 Stat. 2100, 2101, 2102, 2103; amended June 15, 1977, P.L. 95-43,
sec. 1aX11XA), (B), (C), (ak12), (a)13), 91 Stat. 213, 214; amended Nov. 1, 1978, P.L
95-561, sec. 1322(a), 92 Stat. 2363. The effective date of section 122(c)5) as amended

is Oct. 1,1977. -

-
EFFECTS OF KDEQUATE NON-FEDERAL PROGRAMS

Sec. 423. (a) Except as provided in subsections (b) and (c), the
Commissioner shall not issue certificates of insurance under sec-
tion 429 to lenders in a State if he determines that every eligible

.institution has reasonable access in that State to a State or private

nonprofit student loan insuranct program which is covered by an
agreement under section 428 (b).

(b) The Commissioner may issue certificates of ¥nsurance under
section 429 to a lender in a State—

(1) for insurance of a loan made to a student borrower who
does not, by reason of his residence, have access to loan insur-
ance under the loan insurance program of such State (or under
any private nonprofit loan insurance progrant which has re-
ceived an advance under section 422 for the benefif of students
in such State), J

(2) for insurance of all of the loans made to student borrow-
ers by a lender who satisfies the Commissioner that, by reason
of the residence of such borrowers, such lender wills not have
access to any single State or nonprofit private loan insurance
program which will insure substantially all of the loans such
lender intends to make to such studeqt borrowers, or

(3) under such circumstances as may be approved by the
State on nonprofit private institution®or organization in such
State with which the Commissioner has an agreement under
ection 428 (b), for the insurance of a loan to a borrower for

hom such lender previously was issued such a certificate if
the loan covered by such certificate is not yet repaid. )

)
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(c) The Commissioner shall not déy, because of any provision of
this section, a certificate of insurance under section 429 to any eli-
gible lender which is an eligible institution if‘rrs',quch lender has pre-
viously executed an agreement with the Commissioner pursuant to
section 433 of this part, unless the Commissioner determines, based
upon studies and surveys satisfactory to him, that access to a loan
by all eligible students who make an active and_diligent effort to
obtain a loan inder this part will be otherwise available. In order
to carry out the provisions of the preceding sentence the Commis-
sioner shall periodically assess the availability of loans to eligible
students through studies and surveys undertaken by him and
through review of properly conducted studies and surveys made
available to him. - . -

(20 U.S.C. 1073) Enacted Nov. 8, 1965, P.L. 89-329, title IV, sec. W3, 79 Stat. 1237;
amended Oct. 16, 1968, P.L. 90-575, sec. 119, 82 Stat. 1026; amended Oct. 12, 1976,
P.L. 94-482, title I, part D, sec. 127(a), 90 Stat. 2103; amended Jyne 15, 1977, P.L.
95-43, sec. l(a)(14)\:9 Stat. 214, .

SCOPE AND DURATION OF FEDERAL LOAN INSURANCE PROGRAM
SEc. 424. (a) The total principal amount of new loans made and

installments paid pursuant to lines of credit (as defined in sectio
435) to students covered by Federal loan insurance under this part

* shall not exceed $1,400,000,000 for the fiscal year ending June 30,

1972, $1,600,000,000 for the fiscal year ending June 30, 1973,
$1,800,000,000 for the fiscal year- ending June 30,' 1974,
$2,000,000,000 for each of the fiscal yéars ending June 30, 1975, and
1976, and $2,000,000,000 for the period from July 1, 1976, to Sep-
tember 30, 1976, and for. each of the succeeding fiscal years ending
prior to October 1, 1981. Thereafter, Federal loan insurance pursu-
ant to this part may be granted only for loans made (or for loan
installments paid pursuant to lines of credit) to enable students,
who have obtained prior loans insured under this part, to continue
or complete their educational program; but no insurance may be
ggggted for any loan made or installment paid after September 30,
1985.

(b) The Commissioner may, if he finds it necessary to do so in
order to assure an equitable distribution of the benefits of this
. part, assign, within the maximum amounts specified in subsection

(a), Federal loan insurance quotas applicable to eligible lenders, or
to States or areas, and may from timel to time reassign unused por-
tions of these quotas.

(20 US.C. 1074) Enacted Nov. &, 1965, P.L. 89-329, title IV, sec. 424, 79 Stat. 1237,
amended Aug. 3, 1968, P.L. 90-460, sec. 1, 82 Stat. 634; amended Oct. 16, 1968, P.L.
90-575, title 1, sec. 112, 82 Stat. 1020; amended June 23, 1972, P.L. 92-318, sec.*

132(a), 86 Stat. 261; amended, June 30, 1976, P.L. 94-328, sec. 2(a), 90 Stat. 721;
amended Oct. 12, 1976, P.L. 94-482, title I, part D, sec. 127a), 90 Stat. 2103, 2104.

[ 13
LIMITATIONS ON INDIVIDUAL FEDERALLY INSURED LOANS AND ON
I FEDERAL LOAN INSURANCE

SEC. 425. (a)(1) The total of loans made to a'student in any aca-
demic year or its equivalent (as determined by the Commissioner)
which may be covered by Federal loan insiFfance under this part
may not exceed $2,500 in the case of a studegg who has not success-

‘.:-"‘.
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{ul.Ly ompleted a program of undergraduate education, or $5,000 in
tRe chse of a graduate or professional student (as defined in regula-
tions/ of the Commissioner), except— ~

(A) that in the case of loans to a student for his first acar
demic year of a program of §wstsecondary education, and who
has not previously enrolled in:such a program, which are made
by an eligible lender as described in section 435(g)(1XD) or
which are made or originated (as defined in section 433(b)) by
an eligible institution, the total of such loans may not exceed
the lesser of $2,500 or 50 per centum of the estimated cost of
attendance (calculated in accgrdance with the provisions of sec-
tion 428(aX2)(BXi)), s /r

(B) that in the case df ailoan made or originated (as defined

* in section 433(b) by an eligible institution which is made to

such a firstNar student, the loan may exceed $1,500 only if it
is to be disbursed in two or more installments none of which
exceeds one-half of the loan, with the interval between the
first and second of such installments being not less than one-
third of the period of enrollment for which the student re-
ceived the loan, and ‘ :

(C) in cases where the Commissioner determines, pursuant to
regulations prescribed by him, that a higher amount is war-
ranted in order to carry out the purposes of this part with re-
spect to students engaged in specialized training requiring ex-
ceptionally high cost of education.

The annual insurable limit per student shall not be deemed to be
exceeded by a line of credit under which actual payments by the
lender to the'borrower will notbe made in any year in excess of
the annual limit. For the purpose of clause (B), all loans made
within any period of 90 days shall be considered a single loan.!

(2) The aggrnegate insured unpaid principal amount for all such
insured 16ans made to any student shall not at any time -exceed
$7,500, in the case of any student who has not successfthy complet-
ed a program of undergraduate education, and $15,000"in the case
of any graduate or professional student (as defined by regulations
of the Commissioner and including any loans which are insured by
the Commissioner under this part, or by a State or nonprofit inati-
tution or organization with which th® Commissioner has an agree-
ment under section 428(b), made to such person before he became a
graduate or professional student). .

(b)1)A) Except as provided in subparagraph (B), the insurance li-
ability on any loan insured by the Commissioner, under this part
shall be 100 per centum of the unpaid balance‘of the principal
amount of the lodn plus interest, except that—

(i) if, for any fiscal year, the total amount of payments under
section.430 by the Commissioner to any eligible lender as de-
seribed in section 435(g)1XD) exceeds 5 per centum of the 3um
of the loans made by such lender which are insured by the
Commissioner and which were in repayment at the end of the
preceding fiscal yéar, the insurance liability under this subsec-
tion for that portion of sudk excess which represents loans in-
sured after the applicable date with respect to such loans, as

| This sentence was added by. section liaxl7r of %L a5-434. Section 2tbx2) of P.L. 95-43 pro-
vides that the amendment made by such sentence shall take effect thirty days #e@¥he date of
the enactment of P.L. 95-43. P.L. 95-43 was approved June 15, 1977,
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-determined under subparagraph (C) shall be equal to 90 per
centum of the amount of such portion;

(i) if, for any fiscal year, the total amount of such payments
to such a lender exceeds 9 per centum of such sum, the insur-

"ance liapility under this subsection for that portion of such
excess which represents loans insured after the applicable date
with respéct to such loans, as determined under subparagraph
(c), shall be equal to 80 per centum of the amount of such por-
tion.

(B) Notwithstanding subparagraph (A), the provisions of clauses
(1) and (ii) shall not apply to an eligible lender as described in sec-
tion 435(g)(1XD) for the fiscal year in which such lender begins to
carry on a loan program insured by the Commissioner, or for any -
of the four succeeding fiscal years.

(C) The applicable date with respect to a loan made by an eligible
lender as described in section 435(g)(1XD) shall be—

(i) the 90th day after the adjournment of the next regular
session of the appropriate State legislature,which convenes
agté:r the date of enactment of the Education Amendments of
1967, or

(i) if the primary source of lending capital for such lender is
derived from the sale of bonds, and the constitution of the ap-
propriate State prohibits a pledge of such State’s credit as se-
curity against such bonds, the day which is one year after such

4 90th day.

) (2) For the purposes of this subsection, the sum of the loans made
by a lender which are insured by the Commissioner and which are
in repayment shall be the original principal amount of loans made
by such lender which are insured by the Commissioner reduced by
(A) the amount the Commissioner has been required to pay to dis-
charge his insurance obligations under this part, (B) the original
principal amount of loans insuged by the Commissioner which have
been fully repaid, (C) the original principal amount insured on
those loans for which payment of first installment of principal has
not become due pursuant to section 427(a)X2XB) or such first install-
ment need not be paid pursuant to section 427(a}2)XC), and (D) the
original principal amount of loans repaid by the Commissioner
under section 437.

(3) For the purposes of this subsectlon payments by the Commis-
sioner under section 430 to an assignee of the lender with respe'ct
to a loan shall be deemed payments made to such lender.

(4) The full faith and credit of the United States is pledged to the
payment of all amounts which may be required to be paid under
the provisions of section 430 or 437 of this part. .

- {20 U.S.C. 1075) Enacted Nov. 8, 1965, P.L. 89-329, Title [V, sec. 425, 79 Stat. 1238;
amended Oct. 16, 1968, P.L. 90-575, Title I, secs, 116, 120, % Stat. 1023 and 1027;
amended:June 23, 1972, P.L. 92-318, sec. HZlm 86 Stat. 261; further amended June
23,1972, P.L. 92-318, sec. 132B(a), 86 Stat. 262; amended Oct. 12, 1976, Title I, Part
Dy'sec. 127(a), 90 Stat. 2104, 2105; amended June 15, 1977, P.L. 95-43, sec. (1XaX15),

(aX16), (aX17), 91 Stat. 214; amended November 1, 1‘)48 P.L. 95-566, sec. 5(bX2), 93
Stat. 2403.

SOURCES OF FUNDS

Sec. 426. Loans made by eligible lenders in accordance with this
part shall be insurable by the Commissioner whetler made from

o
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funds fully owned by the lender or from funds held by the lender
in a trust or similar capacity and available for such loans.

(20 U.S.C. 1076) Enacted Nov. 8, 1965, P.L. 89-329, Title IV, sec. 426, 79 Stat. 1238;
amended Oct. 12, 1976, P.L. 94-482, Title I, Part D, sec. 127ta), 90 Stat. 2106.

ELIGIBILITY OF STUDENT BORROWERS AND TERMS OF FEDERALLY
INSURED STUDENT LOANS

Sgc. 427. (a) A loan by an eligible lender shall be insurable by
the Commissioner under the provisions of this part only if—

(1) made to a student who (A) has been accepted for enroll-
ment at aneligiblednstitution or, in the case of a student al-
ready attending such institution, is in good standing there as
determined by the institution, (B) is carrying at least one-half
of the normal fulltime workload as determined by the institu-
tion, and (C) has agreed ‘to notify promptly the holder of the
loan concerning any change of address; and

(2) evidenced by a note or other written agreement which—

(A) is made without security and without endorsement,
except that if the borrower is a minor and such note or
other written agreement executed by him would not,
under the applicable law, create a binding obligdtion, en-
dorsement may be required,

- (B) provides for repayment (except as provided in sub-
section (c)) of the principal amount of the loan in install-
ments over a period of not legs than five years nles
sooner repaid-or unless the student, during-the nine- to
_twelve-momth period preceding the start of the repayment
period, specifically requests that repayment be made over
a shorter period) nor more than ten years beginning not
earlier than nine months nor later than one year after the
date on which the student ceases to carry at an eligible in-
stitution at least one-half the normal full-time academic
workload as determined by the institution, except—

" (i) as provided in clause (C) below,

(ii) that the period of the loan may not exceed fif-
teen years from the execution of the note or written
agreement evidencing it,

(iii) that the note or other written instrument may
contain such provisions relating to repayment in the
event of default in the payment of interest or in the
payment of the cost of insurance premiums, or other

: default by the borrower, as may be authorized by reg-

a ulations of the Commissioner in effect at the time the
loan is made, and

(iv) that the lender and the student, after the stu-

.dent ceases to carry at an eligible institution at least

B - one-half the normal full-time academic workload as
, ¢ determined by'the institution, may agree to a repay-
; ment schedule which begins earlier, or is of shorter
o duration, than required by this subparagraph, except
. that in the event a student has requested and obtained

a repayment period of less than five years, he may at

any time prior to the total repayment of the loan,

-
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. ... ... have the repayment period extended so that the total

: " repayment period is not less than five years,

. : (C) provides that periodic installments of principal need
i N not be paid, but interest shall accrue and be paid, during
any period (i) during which the borrower is pursuing a

« full-time course of study at an ‘“eligible institution”’, is pur- -

suing a course of study pursuant to a graduate feljowship

~ program approved by the Commissioner, or pursufmt to a
rehabilitation training program for. disabled individuals
approved by the Commissioner, (ii) not in excess of three

_years . during which the borrower is a member of the
Armed Forces of the United States, (iii) not in excess of

three years during which the borrower is in service as a
volunteer under tge Peace Corps Act, (iv) not in excess of’

three years during which the borrower is in service as a
_full-time volunteer under the Domestic Volunteer Service .

Act of 1973, or (v) during a single period, not in excess of

twelve Tnonths, at the request of the borrower, during

which the borrower is seeking and unable to find full-time
employment, and any such period shall not be included in
determining the ten-year period or the fifteen-year period

provided in clause (B) above,

(D) provides, for interest on the unpaid principal balance
of the loan at a yearly rate, not exceeding the applicable
maximum rate prescribed and defined by the Secretary:
(within thé"limits set forth in subsection (b)) on a national,
regional, -or other appropriate basis, which interest shall
be payable in installments over the period of the loan
except that, if provided in the note or other written agree-
ment, any interest payable by the student may be deferred
until not later than the date upon which repayment of the
first installment of principal falls due, in which case inter-
est that has so accrued during that period may be added
on tlﬁ date to the principal, '

(E){provides that the lender will not collect or attempt to .
collect from the borrower any portion of the intergst on
the note which is payable by the Commissioner under this
part, and that the lender will enter into such agreements
with the Commissioner as may be necgssary for the pur-
poses of section 437, ) T

(F) entitles the student borrower to accelerate without
penalty repayment of the whole or any part of the loan, .
"(G) provides that, in the case df each loan insured by the
program, the eligible institution.attended by the borrower
at the time of the loan will be notified of such insurance
and the name of the lender making the loan and such noti-
fication will be made either by (i) the prompt transmittal
of such information to the institution by the insurer or the
lender, or (ii) .a requirement of the insurer, as a condition
of its insurance, that the lender shall tranﬁmit any checks
for. the -proceeds of such loan directly to the eligible insti-
tution for delivery to the borrower, '
" . _(H) the funds borrowed by a student are-disbursed by
check payable to the order and requiring the endorsement
of such student, and . "

-Hf‘)'ll 0-179 -<\:‘| 66
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(1) contains such other terms and conditions, consistent

with the provisions of this part and with the regulations

~ _ issued by the Commissioner pursuant to this part, as may
be agreed upon by the parties to such loan, including, 1f
agreed upon, a provision requiring the borrower to pay the
lender, in addition to principal and interest, amounts

equal to the insurance premiums payable by the lender to

+  the Commissioner with respect to such loan.

(b) No maximum rate of interest prescribed and defined by the
Secretary for the purposes of clause (2)D) of subsection (a) may
exceed 7 per centum per annum on the unpaid principal balance of
the loan. .

(c) The total of the payments by a borrower during any year of
any repayment period with respect to the aggregate amount of all
loans to that borrower which are insured under this part shall not’
unless the borrower and the lender otherwise agree, be less than
$360 or the balance of “all of such loans (together with interest
thereon), whichever amount is less, except that in the case of a
husband and wife, both of whom have such loans outstanding, the
total of the combined payments for such a couple during any year
shall not be.less than $360 or the balance of all such loans, which-
ever is less.

(20 U.S.C. 1017) Enacted Nov_ 8, 1965, P.L. 89-320, Title IV, sec. 427, 79 Stat. 1238;
amended Nov. 8, 1966, P.L. 89-794, Title XI, sec. 1101 (b), 80 Stat. 1476; amended
Aug. 3, 1968, P.L. 90460/ sec. 2, 82 Stat. 635; amended Oct. 16, 1968, P.L. 90-575,
Title I sec: 113, 116,.120, 82 Stat. 1021, 1023, 1027; amended June 23, 1972, P.L.
92-318, sec. 132B (b), 86 Stat. 262; further amended June 23, 1972, P.L. 92-318, sec.
132C (c), 86 Stat. 263; amended Dct. 12, 1976, P.L. 94-482, Title I, Part D, sec. '127(a),
90 Stat. 2107, 2108; amended June 15, 1977, P.L. 95-43, sec. 1(aX9), 91 Stat. 213; sec.
é%):(;lS), 91 Stat. 214; amendesl November 1, 1978, P.L. 95-566, 7c. HaXxl), 92 Stat.'

FEDERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS

SEc. 428. (a)(1) Each student who has received a loan for study at
an eligible institution— _
<(A) which is insured by the Commissioner under this part;

(B) which was made under a State student loan program
(meeting criteria prescribed by the Commissioner), and which
was contracted for, and paid to the student, within the period
specified by paragraph (5); or . - '

(C) which is insured under a program of a State or of a non- ¢
profit private institution or organization which was cortracted
for, and paid to the student, within ;he/gg_r;iod specified in
paragraph (5), and which— - :

(i) in the case of a loan insured prior to July 1, 1967, was
made by an eligible lender and is insured under a program
which meets the requirements of subparagraph (E) of sub-
section .(bX1) and provides that repayment of such loan
shall be in instaliments beginning not earlier than sixty
days after the student ceases to pursue:a course of study
(as described in subparagraph (D) of subsection (b)(1)) at an
eligible institution, or ,

(ii) in the case of a loan insured after June 30, 1967, is
insured under a program covered by an agreement made

. pursuant to subsection (b), * ,

i
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shall be entjtled to have paid on his behalf and for his account
to #he holder of the loan a portion of the interest on such loan
under circumstances described in paragraph (2).

(2X(A) Each student qualifying for a portion of an interest pay-.
‘ment under paragraph (1) shall have provided to the lender a state-
ment.from the efirgigle institution, at which the student has been
accepted for enrollment, or at which he is in attendance in good
standing (as determined by the institution), which—

(i) sets forth such student’s estimated cost of attendance, and

(ii) sets forth such student’s estimated financial assistance.

(B) For the purposes of paragraph (1) and this paragraph—

(i) a student’s estimated cost of attendance means, for the .
period for which the loan is sought, the twition and fees appli-
cable to such student together with the institution’s estimate
of other expenses reasonably related to attendance at such in-
stitution, including,- but not limited to, the cost of room and
board, reasonable:commuting costs, and costs for books;

(ii) a student’s estimated financial assistance means, for the
period for which the lean is sought, the amount of assistance

such student will receive under parts A, C, and E of this title,

plus other scholarship, grant, or loan assistance; .
(iii) the term “eligible.institution” when used with respect to
# a student is the eligible institution at which the studenthas
been accepted for enrollment or, in the case of a student is
in.attendance at such an institutiom, at which the stude n
good standing (as determined by such institution).

(3)(A) Except as provided in paragraph (8), the portion of the in-
terest on a loan which a student is entitled to have paid on his’
behalf and for his account to the holder of the.loan pursuant to
paragraph (1) of this subsection shall be equal to the total amount
‘of the interest on the unpaid principal amount of the loan which
accrues prior to the beginning of the repayment period of the loan,
or which accrues during a period in which principal need not be
paid (whether or not such principal is in fact paid) by reason of a
provision described in subsection (bX1)XM) of*this section or in sec-
tion 427(aX2)C); but, except as provided in paragraph (8) of this
subsection, such portion of the interest on a loan shall.not exceed,
for any.period, the amount of the interest on that loan which is
payable by the student after taking into consideration the amount
of any interest on that loan which the student is entitled to have
paid on his behalf for that period under gny State or private loan
insurance program. The holder of a loan with respect to which pay-
ments are required to be made under this section shall be deemed
to have a contractual right, as against the United States, te;receive
from the Commissioner the portion of interest which has been so
determined. The Commissioner shall pay this portion of the inter-
est to the holder of the loan on behalf of and for the.account of the
borrower at such times as may be specified in regulations in force
when the applicable agreement entered into pursuant to subsection
(b) was made, or, if the loan was made by a State or is insured

-, under a program which is not covered by such an agreement, at
such times as;may be specified in regulations in force at the time.
he loan was paid to the student. AT
! (B) If (i) a State student loan insurance program is covered by-4n
agreement under subsection (b), (ii) a statute of such State lim

- | 6.8
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th interest rate on.loans insured by such program to a rate which
is sthan 7 per centum per annum on the unpaid principal bal-
ance, and (iii) the Commissioner determines that section 428(d) does
not make such statugory limitation inapplicable and that such stat-
utory limitation theatens to impede the carrying out of the pur-.
' poses of this part, then he may pay an administrative cost allow-
ance to the holder of each loan which is insured under such pro-
gram and which is made during the period beginning on the sixti-
eth  day after the date of enactment of the Higher Education
Amendments of 1968 and ending 120 days after the adjournment of
such State’s first regular legislative séssion which adjourns after
January 1, 1969. Such administrative cost allowance shall be paid
over the term of the loan in an amount per annum (determined by
the Commissioner) which shall not exceed 1 per centum of the
unpaid principal balance of the loan. .. e -
. (4) Each holder of a loan with respect to which payments of in-
terest are requjred to be made by the Commissioner shall submit to,
- the Commissioner, at such time or times and in such manner as he
may prescaibe, statements containing such information as may be
required by or pursuant to regulation for the purpose of enabling
the Commissjoner to determine the amount of the payment which
he must make with respect to that.loan. :

(5) The period referred to in subparagraphs (B) and (C) of para- |
graph (1) of this subsection shi¥{l begin on the date of enactment of
this Act and end at tére~etose of\Beptember 30, 1981, except that, in

. the'case of a loan made or instred under a student loan or loan
insurance program to enable a student wha has obtained a prior
loan made or instured under such program to continue his educa-

____‘,tional program, such period shall end at the close of September 30.
1985. o

(6) No payment may be made undef this section with respect to
the interest on a {oan made from a student loan fund established
under title II of the National Defense Education Act of 1959 or part
E of this title.

(7) Nothing in this or any other Act shall be construed to prohib-
it or require, unless otherwise specifically provided by law, a lendcr

* to evaluate the total financial situation of a student making appli-
cation for a loan under this part. or to counsel a student with re-

" spect to any such loan, or to make a decisjon based on such evalua-
fio'n and counseling with respect to the dollar amount of any such
oan. ‘ S

&8)A) In the case of any eligible lender (other than an eligible ir-
stitution or an agency or instrumentality of a State). which is ap-

. proved by the Comrnissioner pursuant to subparagraph (B) of this"

- paragraph for the purpose of authorizing multiple disbursements

‘ ar}d which enters into a binding agreement with a student to make
aloan— - - .

() for which the student is entitled to have a portion of the

. interest paid on his behalf under this section. and '

(ii) the proceeds of which loan are to be paid to the studerit
in ultiple disbursements over the period of enrollment for
whi® the loan is made, but not to exceed twelve months. the
amount of the interest payment and the amount of any special
alkﬁnce payment to be paid under section 138 shall be deter-

"mine} as if the entire amount to be made available for that
A
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period of enrollinent had been disbursed on the date on which
the first installment thereof was disbursed, and any increase in
the rate of interest on the loan attributable to such multiple
disbursements shall not be deemed to violate any provision of
this part relating to the maximum rate of interest on such
loan. The provisions of thig paragraph shall apply only in the
case of loans paid in multiple disbursements, in accordance
with regulations of the Contmissioner, based on the need of the
_ student for the proceeds of such loan over the period of enroll-
ment for which the loan is made. - : .
(B) The Commissioney may approve an eligible lender for the
purposes of this paragraph if he determines—

(i) that such lender is making or will be making a substan-
tial volume of loans on which an interest subsidy is payable
under this section, and

(i) that such lender has sufficient experience and adminis-
trative capability in processing such loans to enable the lender

, to make such multiple disbursements in accordance with regu-
lations issued by the Commissioner under this subparagraph.
(b)X1) Any State or any nonptofit private institution or organiza-
tion may enter into an agreement with the Comnfissioner for the
purpose of entitling students who receive loans which are insured
under a student loan. insurdnge program of that State, institutioh,
or organization to have;.‘;-'rriadé@:on their behalf the payments pro-
vided for in subsection (g) if the Commissioner determines that the
student loan insurance program— v

(A) authorizes the, insurance in any academic year or its
equivalent (as determined under regulatiogs <’ the Commis-
sioner) if not less than $1,000 nor more tIiagh®=, 00 in the case
of a student who has not successfully com d a program of
undergraduate education, or $5,000 in the ca¥sf a graduate or
professional student (as defined in regulatiorgg of the Commis-
sioner), except— - o

N (i) that the program may not atithorize the insurance of
loans which are made by an eligible lender as déscribed in
section 435(g)D) or which are made or originated (as de-
fined in section 433(b)) by an eligible institution to dstu-
dent for his first academic year of a program of
postsecondary, education, and who has not previously en-
rolled in such a program, in an amount in excess of the
lesser of $2,500 or 50 per centum of the estimated cost of
attendance (calculated in accordance with section
. 428(a)2)B)i)), . 4

(ii) that the program may not authorize the insurance of
X a loan in excess of $1,500 for an academic ygar which is.
& made or originated (as defined in section 433(b)) by an eli-
gible institution, and is made to such a first-year student
unless the loan is to be disbursed in two or more install-
ments, none of which exceeds one-half of the loan, with
- the interval between the first and second of such install-
ments being not lesg than one-third of the period of enroll-

ment for which-the shydent received the loan, and
© (iii) in cases where the Commissioner determines, pursu-
ant to regulations prdscribed by him, that a higher
amount is warranted in-prder to carry out the purposes of

-
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_ this part with respect to students engaged in specialized
training requiring exceptionally high costs of education,

but the annual insurable limit per student shall not be deemed °
to be exceeded by a line of credit under which actual payments
by the lender to the borrower will not be made in any years in-
excess of the annual limit, and all loans issued within any
period of 90 days shall be considered as a single loan for pur-
poses of division (ii); ! )

(B) provides that the aggregate insured unpaid principal
amount for all such .insured loans made to any student shall
not at any time exceed $7,500, in the case of any student who
has not’ successfully completed a program of undergraduate

-education, and $15,000 in the case of any graduate or profes-
sional student (as defined by regulations of the Commissioner
and including any loans which are insured by the Commission-
er under this part, or by a State or nonprofit institution or or-
ganization with which the Commissioner has an agreement
under section 428(b), made to such person before he became a
graduate or professional student); .

(C) authorizes the insurance of loans to any individual stu-,
dent for at least six academic years of study or their equiva:
lent (as determiy undﬁﬁ'egulations of the Commissioner);

(D) provides that (i) the student borrower s be entitled to
accelerate without penalty the whole or any part of an insured
loan, (ii) except as provided in subparagraph (M) of this para-
graph, the period of any insured loan may not exceed fifteen
years from the date of execution of the note or other -written
evidence of the loan, and (iii) the note or other written evi-
dence of any loan, may contain such provisions relating to re-
payment in the event of default by the borrower as may be au-
thorized by regulations of the Commissioner in effgct at the
time such note or written evidence was executed;

(E)  subject to subparagraphs (D) gnd (L) of this paragraph
and except as provided by subparagraph (M) of this“paragraph,
provides that repayment of lodrs_shall be in installments over
a period of not less than five years (unless the stident, during
the nine- to twelve-month period preceding the start of the re-
payment period, specifically requests that repaymert be made

over a shorter period) nor morefhan ten years beginning not

earlier than nine months nor J#fer than one year after the stu-
dent ceases to pursue a_fulffime course of study at an eligible
institution, except— . )

@ that, if the program provides for the insurance of
loans for part-time study at eligible institutions, the pro-
gram shall provide that such repayment period shall begin
not earlier than nine months nor later than one year after
the student ceases to carry at am eligible institution at
least one-h4lIf the normal full-time academic workload as
determined by the institution; .

(i) that the lender and the student, after the student
ceases to carry at an eligible institution at least one-half
the normal full-time academic workload, as determined by

The last independent clause of this sentence-was added by Section ltax21xDy of P.L. 95-43.
Section 2(bX2) of P.L. 95-43 provides-that this amendment shall take affect 30 days after the
date of enactment of P.L. 95-43. -
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the institution, may ee to a repayment schedule which

" begins. earlier, or is of shorter duration, than required by
this subparagraph, excépt that in the event a student has
requested and obtained a repayment period of less than
five years, he may at any time prior to the total repay-
ment of the loan have the repayment period extended so
that the total repayment period is not less than five years;

(F) authorizes interest on the unpaid balance of the loan at a
yearly rate not in excess of 7 per centum per annum on the

unpaid principal balance of the loan (exclusive of any premium ’
* for insurance which may be passed on to the borrower);

(G) insures not less than 80 per centum of the unpaid princi-
pal of loans insured under the program;

(H) does not provide for collection of an excessive insurance
premium; _ .

(I) provides that the benefits of the loan insurance program
will not be denied any student who is eligible for interest bene-
fits under section 428(aX1) and (2) except in the case of loans
made by,anﬁsitrumentality of a State ar eligible institution;

(J) provides that a student may obtain insurance under the
program for a loan for any year of study at an eligible
ins$itution; . ' *

(K) in the case of a State program, provides that such State
program is administered by a single State agency, or by one
more nonprofit private institutions or organizations under su-

pervision of a single State agency;

(L) provides that the total of the payments by a borrower
during any year of any repayment period with respect to the
aggregate amount of all loans to that borrower which are in-
sured under this part shall not be less than $360 or the bal-
ance of all such loans (together with interest thereon), which-
ever amount is less, unless the borrower and the lender other-
wise agree, except that, in the case of a husband and wife, beth
of whom have such loans outstanding, the total of the com-

.bined payments for such a couple during any year shall not be *

{egs than $360 or the balance of all such loans, whichever is
ess:;

‘(M) provides that periodic installments of principal need not

be paid, but interest shall accrue and be paid during any
period .(i) during which the borrower is pursuing a full-time
course of study at an Efligiblc; institution, is pursuing a course
of study pursuant to & graduate fellowship program approved
by the Commissioner, or pursuant to a rehabilitation training
program for disabled individuals approved by the Commission-
er, (ii) not in excess of threé years during 4vhich the borrower
is a member of the Armed Forces of the United States, (iii) not
in excess of three years during which the borrower is in service
as a volunteer under the Peace Corps Act, (iv) not in excess of

‘ three years during which the borrower is in service as a full-

time volunteer under the Domestic Volunteer Service Act of
1973, or (@ during a single period, not in excess of twelve
months, at the request of the borrower, during which the bor-
rower is seeking and unable to find full-time employment;

(N) provides that in the case of each loan insured by the pro-
gram that the eligible institution attended by the borrower at
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the time of the loan will be notified of such insurance and the
name of the lender making the loan, and such notification wik
be made either by (i) the prompt transmittal of such informa-
tion to the institution by the insurer or the lender, or (ii) a re-
quirement of the insurer, as a condition of its insurance, that
the lender shall transmit any checks for the proceeds’of such

' loan directly to the eligible institution for delivery to the bor-
rower; !

(0) provides that funds-borrowed by a student are disbursed¢ .

by check payable to the order and requiring the endorsement

of such student; and E
* (P) r es the borrower to promptly notify the holder of
the ] concerning any change'of address. '

(2) Such an agreement shall— 2

(A) provide that the holder of any such loan will be required.
to submit to the Commissioner, at such time or times and in
such manner as he may prescribe, statements containing such |
information as may be required by or pursuant to‘'regulation
for the purpose of enabling the Commissioner to determine the

Fagount of the payment which he must make with respect to .
that loan; - . . ,

(B) include such other provisions as may be necessary to pro-
tect the financial interests of the United States and promote
the purposes of this part, including such provisions as may be
necessary for the purpose of section 437, and as are agreed to
by the Commissioner and the State or nonprofit private.organi-
zation or institution, as the case may be; and )

(C) provide for making such reports, in such form and con-
taining such information, as the Commissioner may reasonably
require to carry ogt his function under this part, and for keep-
ing such records ﬁ’nd for affording such access thereto as the

- Commissioner mdy find necessary to assure the correctness
- and verification of such reports. ,

(c)(1XA) The Commissioner may enter into a guaranty agreement
with any State or any nonprofit private institution or organization
with which he Kas an agreement pursuant to subsection (b), wheye-
by the Commissioper shall undertake to reimburse it, under s/;h.
terms and conditions as he may establish, with respect to losses’(re-
sulting from the default of the student borrower) on the unpaid
balance of the principal and accrued interesi of any insured loan
with respect to which a portion of the interkst is _payable by th
Commissioner under subsection (a), or would be payable under su
subsection but for the borrower’s lack of need. Except as provided
in subparagraph (B) of this paragraph and in paragraph (7)/the
amount to be paid a State or nonprofit private institltion or/orga-

nization as reimbursement under this subsection be equal to
80 per centum of the amount expended by it in diécMirge ¢f its in-
surance obligation incurred under its loan insurance program.-

(B) Any State or any nonprofit private institution or organization
which has entered into a supplementary agreement under section
428A of this Act whereby the CommisSioner agrees to reimburse
the State or nonprofit private ingtitution or organization, under
such terms and conditions as he may establish, with respect to
losses (resulting from the default,of the student borrower) on the
unpaid balance of the principal and accrued interest of any such
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expended by 4t i 'xzh“e dischalgeYof its insdrance obligation incurred
under its loan inW ‘r?ce pro, ' -

m{except that— .~ e
. (W if, for any fiscal year, the amount 0f6§“0h reimburgement -

- payinents by the Commissioner under this gubsection exceeds 5

. per céntum of the loans hich,are. ifistréd.by sych institufion

. or ‘organization under such .pgogram and which were if¥epay- .

'+ ment aj. the end qf the pr'ﬁcﬁ fjsdal year, the-amount tobe = .
paid’ as. reimbursément unhd is -sibsegtion forsgch: excess [
shall be equal to 90 per}:egtumngf‘-the amoutit gf, hﬁ?*ﬁ%"ﬁ .
and . ' . & e e e g

(ii) if, for any fiscal year, thé-amount of such-:?eﬁﬁbnrs’eme _

* payments, exceed 9'per centum’of sugh loang the amount tobe -

paid as.reimbursemeiit ynder thiswsy 39_(:}‘1913_ for such. excaagl:.
shall be equal to 80 per gentum of the dmount of such excess. .
. (C) For purposes of this rsubsection, .the. amount of loans of &’
State or nonprafit private institution or‘grganization which 4r€ in =
repayment shajbe the original principal amount of loans made by /
a lender which are insuzed by such an institution or organization "~
reduced by (i) the amourt the.insurer has#been required to pay to
discharge its insurfince gbligations under,this part, (ii) the original
principal amount of ldans insured by it which ‘have beef fully

*repaid, and (iii) the original principal amount insured on those _

loans’ for which payment of the first installment of principal has .
not become due pursuant to section 42&b)1)E) or such first install-
ment need not be paid pursuant to section 428(b)X1)(M).

(2) The guaranty agreement— .

(A) shall set forth such administrative and fiscal procedures
as may be necessary.to protect the United States from the risl;
of unreasonable loss thereunder, to insure proper and efficien
administration of the loan insurance program, and to assure
that due diligence will be exercised in the collection of loans
insured under ths program; .

(B) shall provide for making such reports, in such form and
containing such information, as the Commissioner may reason-
ably require to carry out his functions under this subsection,
and for keeping such records and for affording such access
thereto as the Commissioner may find necesgary to assure the
correctness and verification of such reports; :

(C) shall set forth adequate assurance that, with respect to so
much of any loan insured under the loan insurance program as
may be guaranteed by the Commissioner pursuant to this sub-

- section, the undertaking of the Comrissioner under the guar-
anty agreement is ‘acceptabfe in full satisfaction of State law or
regulation requiring the maintenance of a reserve; .

(D) shall provide that if, after the Commissioner has made
payment under the guaranty agreement pursuant to para-
graph (1) of this subsection with respect to any loan, any pay-
ments are made in discharge of the obligation incurred by the
borrower with respect to such loan (including any payments of
interest accruing on such loan after such payment by the Com-
missioner), there shall be paid over to the Commissioner (for
deposit in the fund established by section 431) such proportion
of the amounts of such payments as is determined (in accord-
ance with paragraph (6)) to represent his equitable share there-

—_—
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7 of, bu& shall not otherwise provide for subrogatign of ‘the
Uhited States to rights of any insurance beneficiary: Frovided,
That, except as the Commissioner may Otherwise by or'‘\pursu-
ant to regulation providg,l amounts so paid by a borrower on
such a loan shall be first applied in reduction of principal
owing on such loan; ‘

(E) shall set forth adequate assurance that an amount gqual

" to each payment made under paragraph (1) will be promptly
deposited in or credited to the accounts maintained for pur-
poses of section 422(c)yand

(F) may include such other provisio may be necessary to
promote the purposes of this part.

() To the extent provided in regulatio of the Commissioner, a

. guaranty agreement under this subsection may contain provisions
which permit su orebearance for the benefit of the student bor-

rower as may be’ agreed upon by the parties to an insured loan and

approved by the insurer.

(4) For purposes of this subsection, the terms “insurance benefici-
ary” and “default” shall have the meanings assigned to them by
section 430(e). .

(5) In the case of any guaranty agreement with a State or non-
profit private institution or organization with which the Commis-
sioner has an agreement pursuant to subsection (b) of this section,
the Commissioner may, in accordance with the terms of this sub-
section, undertake to guarantee loans described in paragraph (1)
which are insured by such State, institution or organization and
are outstanding on the date of execution of the guaranty agree-
ment, but only with respect to defaults occurring after the execu-

tion of such guaranty agreement or, if later, after its effective date.

(6XA) For the purpose of paragraph (2XD) and for the purpose of
section 428 A(MX5) the Commissioner’s equitable share of payments
made by the borrower shall be that portion of the payments re-
maining after the State or the nonprofit private institution or orga-
nization with which the Commissioner has an agreement under
this subsection has deducted from such payments (i) a percentage
amount equal to the complement of the reinsurance percentage In
effect when payment under the guaranty agreement was made
with respect to the loan and (ii) an amount equal to the adminis-
trative costs of collection of loans reimbursed under thisssubsection
and the administrative costs of preclaims assistance for default pre-
vention (as such terms are defined in sublparagraph (BJ of this sub-

" section), to the extent such costs do not exceed 30 per centum of

such payments and have not been reimb sed under subsection (f).

(B) For the purpose of this paragraph, the term—
(i) “administrative costs of collection of loans” meak@‘a
ministrative costs incurred by a guaranty\ggency which e

rectly related to the collection of the loarNon which a default
claim has been paid to the participating lehder, including the
attributable compensation of collection person el (and.in the
case, of personnel who perform several functigjns for such an?
agency only the portion of the compensa fofi attributable to
«  the collection activity), attorney’s fees, fees paid to collection
agencies, postage, equipment, supplies, telephone ~similar
charges, but does not include the overhead costs of c@ag‘epcy

whetherv? not attributable and

.1
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(ii) “administrative costs of preclai?ni_ ampistance for default

prevention” ,means any administrative costs incurred by a

guaranty, agency which are directly related to providing collec-

‘tion assistance to the lender on a delinquent loan, prior to the

loan’s being legally in a default status, including the attributa-

ble compensation of appropriate personnel (and in the case of
v personnd@l who perform several functions for such an agency
only the portion of compensation attributable to the. collection
activity), fees paid to locate a missing borrower, postage, equip-
ment, supplies, telephone and similar charges, but does not in-
clude the overhead costs of such agency whether or not attrib-
utable, ' , !
subject to such additional criteria as the Commissioner may by reg-
ulation prescribe. . ¥
(TXA) Notwithstanding paragraph (1)(B), the amount to be paid a-
State or a nonprofit private institutipn or organization for any
fiscal year— B
* (i) which begins on or after the effective date of this para-
.graph; and '
(i1) which is either the fiscal year in which slich State, insti-
4 tution, or organization begins to actively carry on a student
loan insurance program which is subject to a guarantee agree-
ment under subsection (b) of this section, or-is one of the four
succeeding fiscal years, , , ‘
shall be 100 per.centum of the amount expended by such State, or-’
ganization, or institution in discharge of its insurance obligation in-
sured under such program. : Lot ‘

(B) The Commissioner shall continuously monitor the operations
of those States and nonprofit private institutions or organizations
to which the provisions of subparggraph (A) are applicable and
. revoke the application of such sub%vagraph to any such State or
nonprofit private institation or organization which¢he determines
has not exercised reasonable prudence in the administration of

o Such program. ‘ L )
(d) No provision of any law of the United States (other than sec-
-+ tions 427(aX2XD) and 427(b) of this Act) or of any State-(other than
a statute applicable principally to such State’s student loan insur-
ance program) which limits the.rate or amount of interest payable
. on loans shall apply to a loan— ’ ’

(1) which bears interest (exclusive of any premium for insur-
ance) on the unpaid principal balance at a rate not in excess of
7 per centum per annum,’and - .

(2) which is insured (A) by the United States under this part,
or (B) by a State or nonprofit private institution or organtza-
tion under a program covered by an agreement made pursuant
to subsection (b) of this section. :

(e)(1) Each eligible’institutien shall be eligible to receive from the
Commissioner the payment of $10 per academic year for each stu-
dent enrolled in that insgitution who is in receipt_of a loan de-
scribed in paragraph (1) of subsection (a) of this section, for that
year. Payments received by an institution under this subsection

.shall be used first by the institution to carry out the provisions of
section 493A of this Act and then for such additional administra-
tive costs as that institution determines necessary.

Y o
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‘" “nanprofit private institution or organization with which
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(2) TH¥re are authOrlzed to be approprlated such sums as may be
necessary to carry out the j ngmons of this subsection. If the sums
appropriated for any fiscal year-for ma:%mg payments under this
subsection are not sufficient .to pay /in full the amounts providéd
for in paragraph (1), then such amount will be ratably reduced. In
case additional funds become available for making payments for
any fiscal year during which the preceding sentence has been ap-
plied, such reduced amounts 'shall be _ipgreased on the same basis
as they were reduced.

(X1XA) The Commissioner is authorized to make bayme,nk.gr;ac-
h

cordance with the provisions of this paragraph to any St;z:ll any

an

agreement under sh{s:ctlon (b) of thls section, for the Yplirposes
of— . 7/

(1) the administrative costs of promotion of commercial

lender. participation;

., (ii) the administrative costs of collection of loans;

e e

(iii) the administrative costs of preclaims assmtang@for de-
~ fault prevention; or
' (iv) other such costs related to the student loan insurance
program subject to such agreement.
The total amount of payments for any figeal year made under this
paragraph shall not exceed one-half of 1 per centum of the total
principal amount of the loans upon which insurance was issued
under this part during such fiscal year by such State, or institution
or organizafjon. If the sums appropriated for any fiscal year for
making payrhents under this paragraph are not sufficient to pay in
full the amounts provided: for which such States, institutions, and
organizations are eligible, then such amount wxll be ratably re-
duced. In case additional funds become available for making pay-
ments for any fiscal year during which the preceding sentence has
applied, such reduced amounts shall be increased on'the same
b as they were reduced.

Except as prov1ded in subparagraph (C), each State or non:
profit private institution or organization to which subparagraph (A)
of this paragraph applies shall spend not less than Y of the pay-
ments received pursuant to this paragraph on the purposes.de-
scribed in clause (i) or subparagraph (A), not less than Y2 of such
payments on the purposes described in clauses (ii) and (iii) of sub-
paragraph (A), and the remaining amount of such payments on the
purpose described in clause (iv) of such subparagraph.

(C) For any State which is eligible to receive a reserve fund ad-
vance ‘under section 422(c}5)B), the spending minimum required
by*subparagraph (B) with respect to purposes described in clauses
(i1) and (ii1) of subparagraph (A) shall, for the first year of such eli-
gibility, not be applicable and shall, for the second and third years
of sucK eligibility, be an amount equal to 20 per centum of the pay-
ments received under this paragraph. ‘

(2) The Comppissioner is authorized to make paymasii
ance with the provisions of this paragraph to any;

plemental guaranty 'agreement under sec¢tion 42
for the purposes of —

lender part1c1paﬁon,

4 ‘ 'f"‘:‘q. 77 .
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(i1) tl(ie admmlgﬁ—étive costs of collection’of loans;
(iii) the administrative costs of preclaims assistance for de-

fault prevention; or
(iv) other such costs related to the student- loan insurance
program subject to such agreement. -
The ‘total amount of payrnents for any fiscal year made under this
paragraph shall not exceed an additional one-half of*l per centum
of the total principal amount of the loans upon Ywhich insurance
was issued under this part during such fiscal year by such State, or
institution or organization. If the sums apprapriated for any fiscal
‘year for making- payments under this paragraph are not sufficient
to pay in full the amounts provided for which such States, institu-
tions, and organizations are eligible, then such amount will be rat-
ably reduced. In case additional funds become available for making
payments for any fiscal year during which the preceding sentence
has been applied, such reduced amounts shall be increaded on the
same basis as they were reduced. -~ *~ =
(3) For the purpose of, this subsection, the term— . :

(A) “administrative costs of promotion of commercial lender
participation” means any administrative cests incurred by an
insurer which are directly, related to supervising, training, or
informing eligible lenders or prospective eligible lenders or iB-

“ducing such lenders to improve or expand theif program par-

(gicipation, and such costs may include (i) the costs of planning
and executing instructional seminars and the; costs of attend-
ing other meetings with lenders, (ii) the costs of obtaining or
producing instructional or promotional materials or equipment
for distribution to, or use with, lenders, (iii) postage costs asso-
ciated with the distribution of instructional #¥ promotional ma-
terials 40 lenders, (iv) an appropriate share of the costs of es-
tablishirlg branch offices to serve the needs gj/lendqrs which
are geographically distant from such insurer’s primary busi-
ness location, and (v) an appropriate share of the compensation
of personnel whose primary responsibility is the training, su-
pervising, or recruiting of lenders, but not includifg personnel
whose primary responsibilities are the performing or supervis-
ing such duties as relate to the routine processing of borrower
applications for loans or the maintenance of supporting records

 but in no case shall any such costs includé any overhead ex-
penses of such insurer associated with the insurer’s primary
business location,

(B) “administrative costs of collection of loans” means any
administrative costs incurred by a guaranty agency which are
directly related to the collection of loans on which default
claims have been paid to participating lenders, including the
compensation of collection personnel (and in the case of per-

. sonnel who perform several functions for such an agency only
the portion of compensation attributable to collection activi-
ties), attorney’s fees, fees paid to collection agencies, postage,
equipment, supplies, telephone and similar charges, but does
not include the overhead costs of such agency, and '

(C) “administrative costs of preclaim assistance for default
prevention” means any administrative costs incurred by a
guaranty agency which are directly related to providing collec-

P tion assistance td lenders on delinquent loans, prior to the

\
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loans being legally in a default status, including the compensa-
tion of appropriate personnel (and in the case of personnel who
perform several functions for such an agency only the portion
of compenaﬂ'lo;l attributable to collection activities), fees paid
1 misking borrowers, postage, equiprnent, supplies, tele-

phone-&nd similar charges, but does not nclude the overhead ,

costs of stch tzgency.-
subject to such additional criteria as the Commissioner may by reg-
ulation prescribe.:

(4XA) No payment may be made under paragraph (1) of this sub—

ion unless the State or the nonprofit private institution or orga-
nization submits to the Commissioner an application at such time,
at least annually, in such mariner, and containing or accomparied
by such information, as the Commissioner may reasonably Tequire.

ch such appljcation shall— _ .

(i) contaih provisions designed to demonstrate the capability
“of carrying out a necessary and successful program of collec-

« tion of and preclaim assistance for the loan program subject to

that agreement; .
. (ii) set forth an estimate of the costs which are eligible for
payment under the provisions of this subsection;

(iii) provide for such administrative and fiscal procedures, in-
‘cluding an audit, as are necessary to carry out the provisions
of this subsection; and

(iv) set forth assurances that the State or the nonprofit pri-
vate institution or organization will furnish such data and in-
formation, including Where necessary estimates, as the Com-

* missioner may reasonably require to carry out the provisions

of this subsection.

(B) No payment may be made under paragraph (2) of this subsec-
tion unless the State or the nonprofit private institution or organi-
zation submits to the Commissioner an application, at such time, at
. least annually, in such manner, and containing or accompanied by’

‘such inmformation as the Commissioner may reasonably require.
Each such application shall— ‘ .

(i) set forth assurances thatgthe student loan insurance pro-
gram subject to the supplem@ntal guaranty agreement com-
plies with clauses (A) through?(F) of paragraph (2) of section
428A(a); -

(i) contain Pfovisions designed to demonstrate the capability
of carrying out a necessary and successful program of collec-
tion of ‘and preclaim assistance for the loan program subject to
that agreement; LS

(iii) set forth an estimate of the costs which are eliglh?'for

yment under the provisions of this subsection;

(iv) provide for such administrative and fiscal procedures, in-
cluding an audit, as are necessary to carry out the provisions
of this subsection; and .

(v) set forth assurances that the State or the nonprofit pri-
vate institution or organization will furnish such data and in-
formation, including where necessary'estimates, as the Com:
missioner may reasonably require to carry out the provisions
of this subsection.

(g) If a nonprofit private institution or organization (1) applies to-
enter into an agmeement with the Commissioner under subsections

R .
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(b) and (c) with respect to a student loan insurance progfam to be .

- carried on in a State with which the Commissioner does not have

an agreement undér subsection (b), and (2) as provided in the appli-
cation, undertakes to meet the requirements of section
422(cX6XBXi), (ii), and (iii), the CommiSsither shall consider and act
upon such application within 180 days, and shall forthwith notify
the Committee on Labor and Public Welfare of the Senate.and the
Committee on Education and Labor of the House of Representa-
tives of his actions. .

(20 U.S.C. 1078) Enacted Nov. 8, 1965, P.L 89-329, Title IV, sec. 428, 79 Stat. 1240;
amended Aug. 3, 1968, P.L. 90-460, sec. 1, 2, 3, 82 Stat. 634-638; amended Oct. 16,
1968, P.L. 90-575, Title I, sec. 111, 112, 113, 115, 116. 117, 1220, .82 Stat.. 1020-27;
amended June 23, 1972, P.L. 92-318, sec. 132(b), 86 Stat. 261; further amended June

23, 1972, P.L. 92-318, sec. 132C (a) and (b), 86 Stat. 262, 263; section 428(e) repealed -

June 23, 1972, P.L. 92-318, déc. 132D(c), 86 Stat. 264; amended April 18, 1974, P.L.
93-269, 88 Stat. 87, 89; améfded June 30, 1976, P.L. 94-328, sec. 2(b), 90 Stat. 727;
amended Oct. 12,.1976, P.L. 94-482, Title I, Part D, sec. 127(a), 90 Stat. 2108-2120;
amended June 15, 1977, P.L. 95-43, sec. 1(aX19), (20), (21), (22), (23), (24), (25), (26),

¥ (27), {28), (29), 91 Stat. 214, 215, 216; amended November 1, 1978, P.L. 95-566, sec.

S(aX2), (bX1), (bX3)~(5), 92 Stat. 2403.

LOAN INSURANCE SUPPLEMENTAL GUARANTY AGREEMENT

Sec.-428A. (aX1) The Commissioner may enter into a supplemen-
tal guaranty agreement, annually, with any State or any nonprofit
private institution or organization having a guaranty agreement
under section 428(c)1) whereby the Commissioner shall undertake
to reimburse the State or nonprofit private institution or organiza-
tion, under such terms and conditions as he may establish, in an
amount determined in accordance with section 428(cX1)XB), if the
Commissioner determines that the student loan insurance pro-
gram— ‘ _

(A)-authorizes the insurance of loans in any amount up to a
maximum of $2,500 (in the case of a student who has not suc-
cessfully completed a program 6f undergraduate education) or
$5,000 (in the case of a graduate or professional student) to any

individual student who is carrying at an eligible institution at -

least one-half the normal full-time academic workload (as de-
termined under regulations of the Comimissioner) in any aca-
demic year or ifs equivalent (as determined under regulations
. 3 of the Commissioner), which limit shall not be deemed exceed-
ed by a line of credit under which actual payments by. the
lender to the borrower will pot be -made in any such year in
excess of such annual limit; And provides that the aggregate in-
sured unpaid principal amount of all such insured loans made
to any student shall be any amount up to a maximum of $%500

a program of undergraduate education, and $15,000 in the case .

"

in the case of any student who has not successfui}y completed " -

of any graduate or professional student (as defingd by regula-
tions of the Commissioner and including any loans which are
insured by the Commissioner under this part, or by a state or
nonprofit institution or organization with which the Commis-
sioner has arragreement under this part, made to such person
before he became a graduate or professional student);

v 80
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(B) insures not less than 100 per centum of the unpaid prin-
cipal of the loans insured under the program, whether or not
such loans are eligible for interest subsidies under this part;

. (C) with respect to lenders which are eligible institutions,
provides for the insurance of loans by only such institutions as.
are located within the geographic area served by such State or
nqnproﬁt private institution or organization;

(D) provides no restrictions with respect to the insurance of
loans for students who are otherwise eligible for loans under
such program if such a student is a legal resident of the State
and if such a student is accepted for enrollment in or s attend-
ing an eligible institution outside that State;

(E) provides no restrictions with respect to eligible institu-
tions that are residential institutions which are, more onerous
than eligibility requirements for institutions under the Federal
student loan insurance program, unless (i) that institution is
ineligible under regulations for the limitation, suspension, or
termination of eligible institutions under the Federal student
loan insurance program or is ineligible pursuant to criteria
issued under the student loan insurance program which are
substantially the same as regulations with respect to such eli-
gibility issued under the Federal student loan insurance pro- -
gram, or (ii) there is;@fate constitutioral prohibition affecting

. the eligibility of suck®} institution; and )

(F) provides (i) for the eligibility of the eligible institutions as
lenders under reasonable criteria, unless (I) that eligible insti-
tution is eliminated as ‘the lender under regulations for the
limitation, suspension, or termination of eligible instititutions

. under the Federal student loan insurance program or is elimi-
nated as a lender pursuant to criteria issued under the student
loan ingarance program which are ‘substantially the same as
regulations with respect to such eligiblity as a lender issued
under the Federal student loan insurance program, or (ID)
there is a State constitutional prohibition affecting the eligibil-
ity of'such an institution as a lender, and (ii) assurances that
the State or nonprofit private institution or organization will
report to the Commissioner not later than July 1, 1977, and an-
nually thereafter, concerning such criteria including any spe-
cial requirements foi the eligibility of such lenders; procedures
in effect under such program to limit, suspend, or terminate

Such lenders, a list of applications of such lenders, a summary

of actions taken on such applications, and a list of the names
of all such lenders within the State.

(2) The Commissioner may enter into a supplemental guaranty
agreement, annually, with any State or any nor.profit priyate insti-
tution or organization having a guaranty agreement under section
428(cX1) for the purpose of qualifying such State or nonprofit pri-
vate institution or organization for payment of administrative cost
allowances under section 428(f)(2) if the Commissioner determines
that the student loan insurance program—

o (A) authorizes the insurance of loans in any amount up to a .

" maximum of $2,500.(in the case of a student who has not suc-

cessfully, completed a prograjilkof undergraduate education) or
$5,000 (in the ¢ase of a grad jor professional student) to any

. individual student who is carrying at an eligible institution at.
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least one-half the normal fall-time academic workload (as de-
termined under regulatiors of the Commissioner) in any aca-
demic year or its equivalent (as determined under regulations
of the Commissioner), which limit shal} not be deemed exceed-
ed by a line of credit under which actual payments by the
lender to the borrower will not be made in any such year in
excess of such annual limjt; and provides that the aggregate in-
sured unpaid principal amount of all such insured loans made
to any student shall be any amount up to-a maximum of $7,500
in the case of any student who has not successfully completed
a program of undergraduate education, and $15,000 in the case °
of any graduate or professional student (as defined by regula-
tions of the Commissioner and including any loans which are
insured by the Commissioner under this part, or by a State or
nonprofit”institution or organization with which the Commis-
sioner has an agreement under this part, made to such person
befgre he became a graduate or professional student);

(B) insures not less than 100 per centum of the unpaid prin-

cipal of the loans insured under the program, whether or not

such loans are eligible for Interest subsidies under this part;

(C) with respect to lenders which are eligible institutions,
provides for the insurance of loans by-only such institutions as
are located within the geographic area served by such State or
nonprofit private institution or organization;

(D) provides no restrictions with respect to the insurance of
loans for students who are otherwise éligible for loans under
such program if such a student is a legal resident of the State,
or if such a.student is accepted for enrollment in or is atteng:;
ing an eligible institution within that State; :

(E) provides no restrictions- with reSpect to eligible institu-
tions that are residential institutions which are more onerous
than eligibility requirements for eligible institutions under the
Federal student loan insurance program, unless (i) that eligible
insititution is ineligible under regulations for the limitations,
suspension, or termination of eligible institutions under the
Federal student loan:insurance program or is ineligible or.is
ineligible pursuanf to criteria issued under the student loan in-

' surance program which- are substantially the same as regula-
tions with respect to such eligibility issued under the Federal
student loan insurance program, or (ii) there is a State consti-
tutional prohibition affecting the eligibility of such an institu-
tion; - . °

(F) provides (i) for the eligibility of the eligible institutions as
lenders under reasonable criteria, unless (I) that eligible insti-
tution is eliminated as a.lender ungder regulations for the limi-
tation, suspension, or termination of eligible institutions under
the Federal student loan insurance program or is eliminated as

_a lender pursuant to criteria issued under the student loan in-
surance program which are substantially the same as regula-
tions with respect. to such eligibility as a lender issued under
the Federal student doan insurance program, or (ID) there is a
State constitutional prohibition affecting the eligibility of such
an institution as a lender, and (ii) assurances that the State or
nonprofit private institution or organization will report to the
Commissioner not later than July 1, 1977, and annually there-

\
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.- after, concerning such criteria, including any special require-
, me for the eligibility of such lenders, procedures in effect
undbr such program to limit, suspend, or terminate such lend-
. ers, 'a list of applications of such lenders, a summary of actions
- taken on such applications, and aVist of the names of all such
_ ., _.lenders within the State. ' - . ¢ - :
"' (b) Each supplemental gulfranty agregment entered into under
subsection (a)— :
(1) shall set forth such administrative ant4iscal procedures
as mayghecessary to protect the United Statés from the risk
n

+  of unre able loss thereunder, to insure proper and efficient
‘administration ofsthe loan insurance program, and to insure
- 'that due diligence will -be exercised, in the collec ion of loans
insured under the program; : o . .
(2) shall sét forth adequate &ssurance that the requirements"'"‘”
‘ of paragraph (1) or paragraph (2) of subsection (a) of this sec-
- “tion, as‘the case may be, are met; - o “
(3) shall/provide for the making of such reports, in such
form, and containing such information as the Commissioner
may reasonably require to carry out his functions under this
section, and for keeping such records and for affording such .
access thereto as the Commissioner may find necessary to
assure the correctness and verification of such reports; . v
(4) sha}l sét¥orth adequate assurdnce tf:at, with respect to 5o “
g muh of any loah insurgd under ghe loan insurance program as
may be guaranteed by the Commissioner pursuant.to %Absec- '

'
—

. tion.(a) of this section, the undertaking of the Commissioner
‘un the supplemental guaranty agreement is acceptable in
“full satisfaction of Syte law or regulation=requiring the mgin-
« . tenance of a regerve; ‘ o - "
_ (5) shall provide that if, after ‘the Commisgsioner has made .
payment under ‘the suppiemental guaranty agréement pursu- '
.. ~-ant to this section with/respect te any loan, emy payments arg
" "madeé in discharge of the obligation incyrred by the borrower
 with respect to such loan_(including any payments of interest
" .accruing on such loan after.such payment by the Commission- - .
er), there shdll be paid over to the Commissioner (for deposit in
the fund established by section 431) such portion of the amount
== of such paymentsgs is determined (in accordance with regula- -
iofis prescribed. by,the CommisSioner consistent with section
. 7 428(cX6)) to represent his equitable share thereof, but shall not -
. -, erwise provide for subrogation of the United States to the /
/fights of any insurance beneficiary: Prguvided, That, except as
the Commiss%'r_mr may otherwise by. or pursuant to regulation
, provide, aggounts so paid by a borrower on such g lodn shall be
, first applied in reduction -of principal owing on such loan; and .
(6) may include such provisions as may be necessary to pro-
mote the pugposes of this part. e .
{cX1) To the extent provided in regy
a supplemental guaranty agreeme
tain provisions which permit s
. the student borrower as may be ed upon by the parties to an-
insured loan and approved‘ thé insurer. o=

L

. ' .b
ations of the Commissioner,
under this section may con-
rbearance for the benefit of

oot D A ' ~._ Py
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(2) For purposes of this section, the;fdfms:‘‘insurance berefici-
ary” and “‘default” shall have the paetin i assigned to them by ..
section 130(9). q'é il . . - ./3'
(20 U.SE. 1078-1) Enacted October [12, 1976,*P.L. 93-482, Title I, Part D sec.”;
127(a), 90 Stat. 2120, 2121, 2122, ; amendgll dune 15,1977, P.L. 95-43 sec. -
1(aX30), (31), (32), 91 Stat. 216. T e - R
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,CERTlm_CATE,,Q';‘ FEDERAL LOAN gvSﬂKANC!_!—-.EFFECTIVE DATE OF
%7 . i INSURANCE.
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SEc. 429. (a)1) If, Upon’ application, by -an ‘eligible lenddr, made
upon such *form, containing such infgimation, and suppdcted by
such evidgpee asithe Commissioner may; require, and otherwise in
conformity withe:this-section, the Commiissioner, finds that the ap-
plicant has made a loan to ‘an eligible student which is. insurable
under the provisions of this -part,"he may issue to the applicant a
certificafle ;pf insurance covering. the'loan and setting forth the
amount gnid terms of the insurance.

(2) Ingarance evidenced by a‘certificate of insurance pursuant to
subsection (aX1) shall become effective upon’the date of issuance of
the certificate, except:that thé Go ' it SMorized, in ac-
cordance with regulations;” to i : BFith respect to
proposed loans, or with respect t ]
submitted by eligible lenders, arid.in th
with subsection (ak1), by: the ‘leridér, ‘the c #® of insurance
may be issued. effective. as,of the date-when a {oan, or any pay-
ment by the lender pursuant. td a lifie of:credit, to be: covered. by-
such. insurance ‘'was made. Suth ‘ingurance shall cease to be effec-
tive uped sixty days’ defagiit By:the lender in the payment of any
installt#nt of the premiuts payaBle‘pursuant to subsection (c).

(3) An -application submitted<pufsuant to subsection (a)1) shall
contain (A)' an eemént by the: ghplicant to -pay,.in accordance

- with regulations,the: prenjiums#fixed.by the- Com.m.:'?si&ler pursu-

b compliance

ant towubsection (¢); gn#¥ By an dgreement by the applicant that if
the lodh is covered bydinsurange’the applicant wilf submit such
. supplementary-reports ang statbaient during the effective period of
the loan ‘agréement, upor-such:formis, at.such times, and contain-
ir:&s’uch information-ds the Commissioner may prescribe by or pur--»
sudnt-to regulation.:” 27 e v
~(bX1) TrgJi& *of requirirg @ separate insurance application and is-
stiing & $eéparate  certificate .of insurance for -each student loan
kg@é by. ariteligible lentiér. as provided in subsection (a); the Com-
Ssioner niay, 41r accopdance with.regulations consistent with sec-
“tiert 424, issue to:any eligible’lerider applying therefor a certificate
of comprehensive insupance £overage which shall, without further
.acﬁﬁhﬁ the Commission®r; fhisure all insurable loans made by

‘thét lender, on or after the'ddte of the certificate and before a spec-
ified cyt8ff date, within the ‘limits of an aggregate maximum -
amount stated in thé certifiegte. Such regulations may provide for
conditioning such insurance, with respect to any loan, upon compli-

- ance by the lender with such.requiremgnts (to begtated or incorpo-

‘ rated by reference in the certificate) as in the Commissioner’s judg-
/ment will best achieve/the purpose of this subsection while protect- -
ing the financial interest of the United States and promoting the -
objectives of this part, including (but not.limited te) provisions as

/~\‘\ o ~ .

5 - - Lt . . )
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A

- erage issued under this subsection grants to a’ student .
cr

o,

to the reporting of suchl loans and information relevant thereto to
‘the Commissioner and as to the payment of initial and other pre-
-miums and the efféct’of default therein, and including provision for
confl tion by the Commissioner fegom time to time (through en-
dors:;ﬁt of the“certificate) of theCoverage of specific new loans
by suchf€ertificate, whjgh confirmation shall be incontestable by
the’ Commissioner in the absence of fraud or misrepresentation of
fact or patent error. ' P .
(2).If the holder of a certificate of comprehensive insu

, it extending beyond the cutoff date specified in that certff
loans or payments thereon made by the holder after that date pur-
‘suant to the line of credit shall not be deemed to be included in the
cov e of that certificate except as may be specifically provided

‘ thefgi ; but, subject to the limitations of section 424, the Commis-

sioner may, in accordance with regulations, make commitments to

insure such future loans or payments, and such commitments may

"~ be honored either as provided in subsection (a) or by inclusion of

“ such_ insurangé on comprehensive, coverage under the subsection
for the. period or periods'in whiclf such future loans or payments

are made. . . .
The Commissioner shall, pursuant to regulations, charge for
. 1nsu ceﬁn each loan ynder this part a premium in an amount
not to exceed one-fourth™of ®per centum ‘per year of the unpaid.

principal amount of such:loan (excluding interest added to pringi-
‘pal), payable in advangg, at such times and in such manner as may
be prese¢ribed by the Commissioner. Such regulations may provide

that such premium shall not be payable, or if paid shall be refund--

able, with respect to any period after default in the payment of

- principal or interest or after the borrower has died or becomes to- .

tally and permanently disabled, if (1) notice of such default or

other event has been duly given, and(2) requests for payment of. -

~€Ae loss insured against has been madé or the Commissioner has
Wnade such payment on his own motion pursuant to section 430(a).
(d) The rights of an eligible lender arising under insurance evi-

o

‘

—_—

!

denced by a certificate of insurance issued ‘to if under thig section -

may be assig as security by such lender only to another eligible

lender, and subject to regulatiop by the Commissioner. v
fe@rau‘y

~ (e) The consolidation ef the oPligations af two or more

insured loans obtained ¥y a student borrower in any fiscal year
into d single obligation evidenced by a single instruinent of indebt-

edness shall not-affect the insurance by the United States. If the -

suyance issued under subsection (a), the Commissioner may upon
sutrender of the original certificates issue a new certificate of in-
surance in“accordance with that subsection upor¥ the consolidated
obligation; if thy are covered by a single comPhic hensive gértificate
issued undeisubsection (b), the Commissiofjjilpay amend that cer-
tificate accordingly. F -l :

l:a;gs thus consolidated are covered by separate certificatesiof in-

4 4

(20 U.S.C. 1079) Enacted Nov. 8, 1965, P.L. 89-329, Title IV..Sec.' 429, 79 Stat. 1243;
amended October P2, 1976, P.L. 94-482, Title I, Part D, sec. 127(a). 90 Stat. 2123,

-

©. 2124, 2125, _ .
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DEFAULT OF STUDENT UNDER FEDERAL LOAN INSURANCE PROGRAM

Sec. 430. (a) Upon -default by the studeng borrower on any loan
covered by Federal loan insurance pursuant to this part, and prior
to the commencement of suit or other %re}forcement proceedings
upon security for that loan, the insurance™®eneficiary shall prompt-
‘ly notify the Commissioner, andthe Commissioner shall if request-
ed (at that time or after further collection efforts) by the benefici-
ary, or may on his own motion, if the insurance is still in effect,
pay ‘to beneficiary the amount of the loss sustained by the in-
sured u that legn as soon as that amount had beeh determined.
The “amountsof the loss” on any loan shall, for the purposes of this
'subsection and subsection (b), be deemed to 1ge an amount equal to
the unpaid balance of the principal amount and accrued interest,
including interest aécruing from the date of submission xyf a valid
default claim (as determined by the Commissioner) to thé date on
which payment is authorized by the Commissioner, reduced to the
~extent required by section 425 (b).. Such benefigciary shall be re- .

uired to meet the standards of due-diligence int the collection of
the loan. - ‘

(b) Upon payment of the amount of the loss pursuart to subsec-
tion (a), the United States shall be subrogated for all of the rights
of the holder gf the obligation upon the insured loan and shall be
entitled to an assignment of the note or other evidence of the in-
sured loan by the insurance beneficiary. If the net recovery made
by the Commissioner on a loan after deduction of the cost of that
recovery (including reasonable administrative costs), exceeds the
amount of the loss, the excess shall be paid over to the insured.
"The Commissioner may, in attempting to make recovery on such
loans, contract with private business goncerns, State student loan
insurance agencies, or State guara agencies, for payment for
services rendered by such concerns or agencies in assisting the
Commissioner in making such recovery. Any contract under this
subsection entered into by the Commissioner shall provide that at-
tempts to make regpvery on such loans shall be fair and reason-
able, and do not involve harassment, intimidation; false or mislead-
ing representations, or unnecessary communications concerning
the existence of any such loan to persons other than the student
borrower. ;

(c) Nothing in this section or #this part shall be construed to
preclude any forbearance for the benefit of the student borrower
whith may be agreed upon by the pa'rties tosthe insured loan and
approved by the Commissioner, or to preclude forbearance by the
Commissioner in the enforgement of the insured obligation after
‘payment on that insurance. - C .

(d) Nothi# in this section or in this part shall be construed to
excuse the holder of a federall insured loan from exercising rea-
sonable care and diligéface in the making and collection of loans
wnder the provifions. of bhis part. If the Commissioner, after a rea-
sonable notjce and opportunity for hearing to an eligible lender,
finds that it has substantially failed to exercise such care and dili-
gence or to make the reports and statements required under sec-
tion 428(a)(4) and section 429(aX3), or to pay the required Federal
loan, insrance premiums, he $hall disqualify that lepfer for-fur-
ther Federal insurance an loans granted pursudnt to th{igés part until

. e N 'x“"




ey __\ ’ . S 'x’
84 '

.

he is satisfied that its failure has ceased and finds that there is rea- -

sonable assurance that the lender will in the future exercise neces-

sary care and diligence or comply with such requirements, as-the
case may be. o : : R
(e)! As used in this section— o S E

R (1) the term “insurance beneficiary’»means the insyured or its’

authorized representative assigned-} i-accordance.iith section’

zzg(d); and _ . o " I >
(2) the term “default” includes o1

~

h defa_ulé ‘as haverex-"

tch deta
isted for (A) one hundred and twe ddys in the case of a loan..

in less frequent installments. N P

(20 US.C. 1080) Enacted Nov. 8, 1965, P.L. 89-329, Title IV, sec. 430, 79 Stat.
amended Oct. 16, 1968, P.L. 90-575, Title ], sec. 113, 82 Stat. 102]é;amended Juné 23,
‘ 1972, P.L. 92-318, sec. 132(BXc), 86 Stat. §§2; amended October 12, 1976, P.L. 94-482,
A Title I sec: 127(a), 90 Stat. 2125, 2126; amended June 15, 1977, P.L. 95-43, sec,
Jo 2 lax33), 91 Stat. 216. i ) - o -

'which,&s' repayable in monthly installments, or (B) one hin-..

s
Rah

INSURANCE FUND X
: Skc. 431. (a) There ia hereby established a stude loar{insurance
“ fund (hereinafter in this section called the “fund”) which shall be
available without fiscal year limitation to the Commissioner for
/{, . making payments in connection -with the default of loans’ insured
* % by him under this part, or in connection with payments under a
aranty agreement under -section 428(c). All amounts r/eceived by .
- e Commissiongr @ premium charges for insurance'and as re-
" ceipts, earnings;’or proceéds derived from-any claim or other asse
A ac uiréd“by,.t;hf Commisgjgner in connection with his operatjorfs
ovundetyhis-part, ‘ahy exc dvances under section 422(c)X4XC), and
. %fnyo er mofieys; property, or assets derived by the Commissioner
*, \ “ffom. his operdtions in connection with this section, shall be depos-

-k

> g &d-in the ‘fumd. All paymenst? y
gl sJoans’ insured by the Commissioner under this part, or in connec
(Ei #ion with such guaranty agreements shall be paid from the fund.
- \usManeys in the, ind-not needed for. current operations, under this
vl o secpion- may.be. invested in bonds or other obligations aranteed
5}ﬁ~ ¥ as to princi 3 and interest by the United States. _
N7 () Ifatangty e'the moneys in the fund are ingufficient to make

-~

¥ Commissiondyihder this part, or in connection with any guaran

¥ < \gtions AgtE 10, issu€ b the Secretary of the Treasury noles or other

~_ Jobligations‘in sucheorm and denominatjons, bearing such maturi-
o~ . - ARy Y- : i . h .
24 ies, and\sigel toSush ferms and condiffons as may be prescribed
by ‘the CBm Rsaighor ith te approval of the Secrefary of the

-1 . Sut ,Yﬁ;i'é 8r 9 I
vy Nate deterndinANIIRINEDCASE Ty Ly of the Tr. , taking into con-
) '*--& of WY {-“-‘ ht] e éﬂ)arkét yTéiegson o'ut?yanding mar-

"

;: ' obligs bon# of <pnfté§iJ‘St'ates of comparable maturities

L L during: thé m& Ppreteding the issuance of z notes'or other obli-
%} v/ AN : 3 o .

. e 1 Applarent technical dgor inys{iP ow mak tior) (e) ape r to be a paft of P.L. 94-482

3

af ;8"4'*;°%‘39¢3fm. SRR % o ¢
R .:"', \ . s R > i <
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drfed and eighty days in the case of a loan Which .idjmepayable '

in connection with the default of,

y payments-i\cognection with the- default of any 18an ifisured by _

, . agreement’ r‘“- under section 428(c) or 428A(a)1), .the Commis. .= '
s % sione Ligrauthorized, to ‘the'ﬁtenﬁ»‘provided'in-advancigy appropri- &

& obljgations shall pear-interest at a

. '_\'J




3 g the Treasury is aughonzed and directed
l» ég id ‘other obligationsfigSued hereunder and
: ‘ is authorized to use ﬁ\a pyblic-debt transac-
&m sale of any secltities issued under the -
amended, and the purposés for which
2 issiied under that Act as aﬁended are extended
urchase of such notes and obligations. The Secre-
s may at any time sell any of the notes or other
under this subsection. All redemptions,
i salés by t Secretary of the Treasury of such notes
gations shall be treated as public debt transactions of
A NPNd- States. Sums borrowed under this subsection shall be
bited in"the fund and redemption of such notes and obligations
4]l be made by the Commissioner from such ft d

P%?C 1081) Enacllll Nov. 8, 1965, P.L. 89-329, Title IV, Sec. 431, 79 Stat. 1245;-
.3, 1968, PL. 90-460, sec. 3, 82 Stat; 638; amended October 12, 1976,

P.L. 94-482 tleI Part D, sec. 127(8), 90 Stat. 2126, 2127 o

v

- LEGAL POWE.'RS AND RESPONSIBILITIES

Sec. 432 (a) In the ﬁ"rformance of, and with respect to, the func-.
tiond, powers, and duties, vested in him by this part, the Commis-
sibner may:- *

(1) prescribe such regulationg)as may be necessary to carry
- ‘out the purposes of this part; v
- (2) sue and be sued in any cou?of record of a State avmg
eneral jurisdiction-or in any ‘district court of ythe United °
* States, and such dlStl‘lﬁf; courts shall have? urlsdlctlon of civil ’
y actions arising under this part withqut reévard to the amount
} in controversy, and action instituted under this subsection by
‘,. or against the Coggmissioner shall survive notwithstanding any -~
> change in the person occupying the office of Comml‘)ner or
gpy vacancy in that office; but no- at# c‘hment injunction, gar-
1shmen:§.‘or other similar process;. Inesne or final, shall be -
issued against the Commissioner or property under his control,
and nothing ein shall be construed to except litigation aris-
ing out of act1v1 ies under. this part from the application of sec-
833 509, 517 7 and 2679 of} title’ 28 of the. United States
e 2
-\ "~ (3)4in ude in any contract for Federal loan insurance such
terms, conditions, and covenants relating to repayment of prin-
cipal and paymenf of interest, relating to his ol llgatlons and
“rights o those of eligible lenders, and borro¥ers in case of de-
fault, and relating to such other matters as the Commissioner
détermlnes to be necessary to assure that the purposes of this
part will be achjeved; and any term, condition, and covenant
made pursuant this clauseror any -other provisions of this
part. may be modified by the‘gomn)msmner if he determines
. that modifi¢ation *cessary to#¥otect the financial interest
** " of the United States; 1
% . (4) subject to the spec1fic limitations in this part, confent to
¢~ modification, with respect to rate of interest, time of: payment
%, of any installment of principal and .interest or any portign
# thereof ‘or any ot&er provision of any note or other m,st ment




ce, pay, Or cormnpromise, any. claim on, or arisinrgrie-
cause of, “any such insurance or any guarantee agreement
under section 428(c); and v o '
(6) epforce, pay,. compromise, waijve, or release any right,
title, claim, lien, or demand,, however;acquired; including any
equity or any right of redemption. " - :

(b) The Commissioner shall, with respect to the financial oper-
ations arising by reason of this part—

~«1) prepare annually and submit a budget program as pro-
vided for wholly owned Government corporations by the Gov-
ernment Corporation Control Act: and .

(2) maintain with respect to instrance u@der this part an'in-

"~ tegral sef of accounts, which shall be audffed annually by the
. f'General Accounting Office in accordance with principles and

- probedures applicable to commercial corporate transactions, .as

provided by section 105 of the Government Corporation Control

i Act, except that the transactions of the Commissioner, includ-

ing the settlement of jnsurance claims and of claims-for pay-

ments pursuant to section 428, and transactiogs-related thereto

and vouchers approved by the Commissioner in connection

v with sich transactions, shall be final and conclusive upon all
accountimg and other officers of the Government.

(c)1)A) For loans insured after December 31, 1976, or in the case
of each insurer after such earlier date where the data required by
this subsection are available, the Commissioner and all other insur-
ers-under this part shall collect ahd accumulate all data relating to
(i) loan volume .insured and (iif defaults reimbursed or defaul? rates
according to the categories of loans listed in subparagraph (B) of -
this paragraph: ‘ #
i (B) The da

¢ indicated in subparagraph (A) of thig paragraph
‘shall be acclitffiglated according to the category of lender making
the loan and“ghall-be accamulated separately for lenders who are
(i) eligible institutions, {ii) State or private, nonprofit dirqget lenders,
(iii) commercial financial dnstitutions who are banks, s&vings and
loan associatio &% unions, and (iv) alf otir types of insti-

“tutiops or agenes:

¥ si'gflate'sﬁch additional subcategor-

iswithin thed o 1%n subparagraph (B) as he deems
appropriate. ¥ £ 5. .

D The talkg QS A ‘%0‘ '4 loan shall not be changed for
‘any reason, NcHEIRE TS fgprihase.pr acquisition by a lénder of an-
pther category ™ LA : ‘ :

under this subsection

' blish not less often

“Bnce every fiscal year a report showWing 108w volume guarin-.
Hydk-default data for each category sp cific in, subparagraph

(Bl.of pardgraph (1) of this subsection and far theptal of all lend-.
. IS, v’ 5 .-"‘-5"'“ - ~ & i .

& <% (B)gFhe reports specified in subpar&graph A) of this/paragraph
shall®nclude a separate report for each insurer under this part in-
cluding the Commissione and where an insurer insures loans Hor
lenders in more than on€"State, such insurer’d report shall list all

data.geparately for each State. . ) :

A) The Commissioner shall oRect da

alt insuyrers‘under this part at¥ shglly

o
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. oy et o
. #(3) For purposes of clarity in communications, the Commissioner
shall separately identify loans made by the lenders referred to in
clause (1) and loans made by the lenders referred to in clause (ii) of
paragraph (1)(B) of this subsection.
(dX1) The funetions of the Commissioner under this part listed in
paragraph (2) of this subsection may be. delegated to employees in
the regional office of the Office of Education established puﬁuant
'to section 403(c)2) of the General Education Provisions Act.
(2) The functions which”"may be delegated pursuant to this sub-
section are— '

(A) reviewing applications for loan ipsurance under section

.:7429 and issuing contracts for Federal :loan insurarce, certifi-

. chtes of insurance, and &ertificates of corhprehensive insurance

& ‘covermge tqiligible lenders which are financial or credit insti-

" tutions sub¥ct to examination and supervision by an agency of
the Ugited States or of any State; .

(B) receiving claims for payments under section 430(a)gexam-
ining thBse clgims, and pursuant to regulations of the Conynis-
sioner, approving claims for payment, or requiring lenders to

# take additional*collection action as a cendition for payment of
claims;and - % . ¥

(C) certifying to the central office when collection of de-

‘aulted loans has been completed, compromising-or agreeing to
he modification of anyﬁ‘ederal claim against a borrowesr’(pur;-
suant to regylations ofthe Commissioner issued under gection

432(a)), anmcommemﬁn"igation with respect to.any such

claim.

(20 US.C. 1082) Enacted Nov. 8, 1965, DR %9-%29. Title IV, sec. 432, 79 Stat. 1246:

amended Aug. 3, 1968, P.L. 90-460, sec. 3, 82 Stat. t38; amended Oct. 12, 1976, P.L.,

94-482, Title I, Part D, sec. 127(a), 90-Stat. 2127, 2128, 2129

-

INSTITUTIONAL LENDERS - :&

»

Skc. 433. (aX1) An eligible institutlon may not aetad'an eligible

.. lender or originate lpans under this part unless it#fas in effect an_-

" agreement with the Commissioner under which it®agrees (A).to

-make such loans to no more than 50 per centum of the students in:

attengance at thesinstitution whg are not graduate or professional
students (as defined in r‘e‘gulagioﬂq of .the Commissioner)~and (B)
that it will pot make sugh a loan under this part 'to*"{\ tudent,
other. tH graduate or pyofessional student (as definéd juif regula-
he Qommiésione'r{who has not previously received a loan
“instiution: unttit' such student has provided the institu-
: #gh tither (i) a statement from ap eligible lender (othér*than
-+ an eligdble institution or a State or an agency of a State or a pri-
vate rofit"hgenty "designated by a State)-that the borrower
. 'sought4 ¢pan from it ‘and was denied sutH loan, or (ii) a‘sworn
statement by the berrowerghat. the lender from: which he sought
(sx)xcih a loan declined to pr®Mde“the statement described in clause
i). - :
{Zf'Whenever-the Commisgloner détermines thit the termination
of the eligible institu@@h;fs.;status as a lendgf under clause (A) of
paragrapl§ (1) would: betashardship to thp/gf
students of the.eligible? itutiqn after consideting the manage-
-ment of that institutiog;; the ‘opj
” RS

&

resent or prospective. .

ptanities that.iins'ti-tqtion provids

4%
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to econchally disadvantaged students, and related factors, .
-+ Commissioner shall waive the provisiéns of sach paragraph with
respect to that institution. , .

(bX1) An eligible institution shall be deemed to have originated a

loan for purposes of this section if it has had deleghted to it by an

- eligible lender a substantial gortion of the functions -and responsi-
bilitjes normally performed by a lender prior to the making of a
loan,’such as interviewing the applicant for the loan, explaining
thevapplicant’s. responsibilities under the loan, obfaining. eomple-
tion of necessary forms, obtaining necessary documentation, or
'verifying that the student is eligible for the loan.’ . ‘

(2) Foy purposes of this section; a loan is made or originatéd ‘on
the date of the first disbursement of any proceeds of the loan.

(20 U.S.C. 1083) Enacted Nov. 8, 1965, P.L. 89-329, Title IV, sec. 433, 78 Stat. 1247;
amended Oct. 16, 1968, P.L. 90-575, Title I, sec. 116, 82 Stat. 102; amended June 23,
1972; P.L. 92-318; sec. 182(c), 86 Stat. 261; amended Oct. 12, 1976, P.L. 94-482, Title
I, Part D, sec. 127 (ak-90 Stat. 2129; amended June 15, 1977, P.L. 95-43, sec. La)34).
91 Stat. 216 * 4 .. ey »

L : RN R s '
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PARTICIPATION BY FEDERAL CREDIT UNIONS IN FEDERAL, STATE, AND

PRIVATE STUDENT LOAN lNSURANfE PROGRAMS i

Sec. 434. Notwithstanding any other provision of law, Federal

credit unions shall, pursuant to regulations of the Director of the

Bureau of Federal; Credit Unions, have power to make insured

loans to student members in.accordance with the provisions of this

* part relatin% to-faderully insured loans, or in accordance with the

provisions of any State or nonprofit private student loan insurance
program which mieets the requirements of section 428(a)(1)C).

(20 US.C. 1084) Enacted ov. 8, 1965, P.L. 89-829, Title IV, sec. 434,79 Sth1247;

amended Oct. 16, 1969, P.L.\90-575, Title I, sec. 116, 82 Stat. 1024; amended Jute 23,

» - 1972, P.L. 92-318, sec. 132 Di}), 86 Stat 264; ameaded Oct. 12, 1976, P.L. 94-482, Title

I, Part D, sec. 127(a), 90 Stat.}2129, 2130. . y

i

DEFINI?ONS FOR STUDENT\.OAN INSURANCE PROGRAM \
* | . | )

SEc. 435. As used in this part: :

(a) The term “eligible institution” means (1) an -institution 9{
higher educatign, (2) a vocational school, or (3) with respect to stuv . -
dents who are ‘nasionals of the United States, an institution outside:
the United States which is comparable to an institution of higher
education or to "a‘kﬁonal school and which has been approved
by the Commissioner for purposes of this part, except that such
term doeawqot include any such institytion or school which employs
or uses §ongmissioned salesmen to%mote the availability of any

loan program described in section 423(ak1) at that institution or

e?‘ferm “institution- of. higher educatjon” means. an educa-
inghitution in any State which (1) admits as regular students
- having a certificate of graduatiori from a school pro-
dary..education, or. theg .recognized equivalent of such
,.onpwho are beyond the age of compulsary schodl attend-

certifica
. ance, (2)\is légally authorized within such State to provide a pro-
\ gram of editcation beyond secondary education, (3)sprovides an edu-

cationa’_} _‘gr;pgram'for which it awards a bachelor’s dégree or pro-

I - 91 .
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"vides not less than a two-year program which is acceptable for ful}
credit toward such § degree, (4) is,a public or other nonprofit insti-
tution, and (5) is accredited by a nationally recognized accreditirig
agency or association approved by the Commissioner for this pur-

" pose or, if not so accredited, (A) is an institution with respect to

which the Commaissigner has determined that there is satisfactory
assurangg, considering the resources avajlable to the institution,
the periof# of time, if any, during which ﬁ has operated, the effort
it is making to meet’accreditation standards, and the -purpose for
which this determination is being made, that the institution will
meet the accreditationystandards of such an agency.or assogiation

¢ withip a reasonable time or, (B) is an institution whose credits are

accepted on transfer by not less than three institutions which are
so accredited, for credit on the same basis as if transferred from an
institution so accredited. Such term includes any public or other
nog@rofit collegiate or associate degree school of nursing and any
scHBbl which provides not less than one-year program of training to
pfepare students for gainful employment in a recognized occupa-
tion and which meets the provisions of clauses (1), (2), (4), and (5). If
the Commissioner determines that a particular category of such
schools does not meet the requirements of clause (5) because there
is no-nationally recognized accrediting agency or association quali-

fied to accredit sghools 'in such category, he shall, pending the es-

tablishment of such an accrediting agency or association, appoint

an advisory comipittee, composed of persons specially qualified to . .
evaluate traininig provided by schools in such category, whioh shall . -

(i) prescribe the standards of content, scope, and quality which
must be!met in order to qualify schools in such category togmattici-
pate in the program pursuant to this part, and (ii) detey

~whether particulag schools not meeting the requirements éf4%ause

(5) meet those standards. For purposes of this subsection thé Com--

missioner s}\ill publish a list of nationally recognized accrediting
agencies or associations which he determines to be reliable authori-
ty as to the quality of training offered. )

(c) The term ‘vocational school”~means a business or trade
school, or technical institution or other technical or vocational
school, in any State, which (1)‘admits as regular students only per-
sons who have cofpleted or left élegpentary or secondary school
and who have. the ability to benefit #rom  the training offered by
such institution; (2) is legally authorized to provide, and provides
within that State, a program of postsecondary vocational or techni’

cal education designed to fit individuals for useful employmgﬁgn‘
[:.

recognized occupations; (3) has been in existence for two year

has been specially accredipd by the Gbmmissioner as an institution
meeting the other requirdments of this subsection; and (4) is.ac-
credited (A) by a nationally recognized accrediting agency or associ-
ation listed by the Comimnissioner pursuant to this clause, (B) if the
Commissioner determines that there is no nationally recognized .ac-
crediting agency or associationgmualified to accredit schools '_ﬁf’.a
particular category, by a’Stater*ncy listed by, the Commissioner
pursuant to this clause and (C)"1f the Commissioner determines

#Hthe® is no nationally recognized or State agency 'or association

qualified to accredit,schools of a particular category, by an advisory
committee appginted by him and composed. of persons specially
qualified to evalqa_te“‘traming provided by schools of that eategory,

« 1 2 y
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which committee shall prescribe’ the standards of content, scope,
and quality which must be met by those schools in order for loans
to students attending them to be insurable under this part and
g*alsodetermine whether particular schools meet those stand-
b

sh
arddlfForshe purpose of this subsection, the Commissioner shall
publish a hst of nationally recognized accrediting agencies or asso-
" clations and State agencies which he determines to be reliable au-
thority as to the quality of education or training afforded.

(d) The term “collegiate school of nursing” means a department,
divisipn, or other administrative unit in a college or university
which provides primarily or exdtusively an accredited program of

“education in professional nursing and allied subjects leading to the
degree of bachelor of arts, bachelor of science, bachelor of nursing,
or to an equivalent dégree, or to a graduate degree in nursing.

(e) The “agsociate degree school of nursing” means a de-
partment, division, or other administrative unit in a junior college,
community college, coligl¥, or university which provides primarily
or exclusively.an accredited two-year program of education in pro-

. _fessional nursing and allied subjects leading to an associate degree
*.,“in nursing or tp an equivalent degree. :

(f) The term'“accredited”” when applied to any program of nurse
education means a program accredited by a recogniz¢d- body -or
.,biodies approved for such purpose by &he Commissioner\of Educa-

““tion. . ‘

(gX1) Except as provided in paragraphs (2), (3), and (4), the term

“eligible lender” means—
(A) a National or State chartered bank, a mutual savings
bank, a savings and loan association, or a credit union which—
(i) is subjeet to examiniation and<supervision by an
agency ofgthe United States or of the State in which its
principal place of operation is established, and
(ii) do@s not have as its primary consumer credit func-
tion the .making or holding of loans mgde to students
oF under this part urféss it is a bank which.is wholly owned
@ . by a State; . 7
. (B) awg"r:lsion fund as defined in the Employee Retirement
Income Security Act; . )

(C) an insurance company which is subject to examination
and supervision by an agency- ofthe Uriited States or a State;
. (D) in anyState, a single agefiéy’ of the State or a single non-

- profit private agency designated by the State; '

-~ (E) an eligible institution which meets the requirements of
paragraphs (2), (8), and (4) of this subsection and whicH has -
signed an agreemerit pursuant to section 433; and -
“#3{F) for purposes only of purchasing and holding loans made
by other lenders under &his part, the Student Loan Marketing

: ~ Asgociation or an agenc¥ of any State functioning as a second-~

- . ary market. : : L

.. .-(® To be an ejigible lender under this part, an eligible institu-

[P

=7 fion— . .

w7 % (A) shall employ at least one person whose full-time responsi-

, bilities are limited to the administration of programs of finan-

. . cial aid for students attending smach institution; and ¢ - "~ 4,7
(B) shall not be a home study school. =~ .z ! '

 y -
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%3) The term eligible lender does not include any eligible institu-
tion in any fiscal year immediately after the fiscal year in which
the Commissioner determines, after notice and:opportunity for a
hearing, that for each of two consecutive years a 15 per centum or '’

+  more of the total amount of such loans as are described in section’
428(a)1) made by the institution with respect to students at that
institution and repayable in each such year is in default, as defined
in section 430(eX2). ' »

—._ (4) Whenever the Codmmissioner determines that— ,

(A) there is reasonable possibility that an eligible institution
may, within one year after a determination is made under;:
paragraph (3), improve the“collection of loans described in sec-s'
tion 428(a)(1), so that the application of paragraph (3).would bet

a hardship to that instititionl-op..> = - . .t ¢ - §7 -

(BY the termination of the: lender’s. status: unti { ~jg";"agx_‘e‘apl},,,., s

(3) would be ‘a hardship tp the' wgsen@*fé&"“’fgp pr%@ecaiﬂesm~ T
« dents of the eligible inst: il after ‘considéring theé manage-
ment of ‘that institution, the ghlity of that institution to im-.
prove the collection of loans, tHé opportunities that institution
offers to-economically disadvantaged students, and other relat-
ed factors, ' ' : -
=+ - - the Commyjsgioner shall waive thg}provisions o’ paragraph (3) with

. respect to that institutioh. Any determination required under this
' ‘paragraph shall be made by the Commissioner prior to the termi-
... nation of an eligible institution as a lender under the exception of
-, paragraph (3). Whenever the Commissioner grants a waiver pursu-

" ant to this paragraph he shall provide technical assistani¢é to the
‘institution concerned in order to improve the collection rate of
such loans. . ’

(h) The term “line of credit” means an arrangement or agree-
ment between the lender and the borrower whereby a loan is paid
out by the lender to the borrower in annual installments, or where-

#: by the lender agrees to make, in addition to the initial loan, addi-
tional loans in subsequent years. ,

(i) The term ‘“‘due diligence” requires the utilieation by a lender,
in the servicing and collection of loans insurtd under this’part, of
collection practices at least as extensive and forcéful as those gen-.
erally practiced by financial institutions for the collection of con-
sumer loans. v : .

(20 U.S.C. 1085) Enacted Nov. 8, 1965, P.L. 89-329, Title IV, sec. 435, 19'Stat. 1247;

" as amendegd Oct. 29, 1966, P.L. 89-698, Title II, sec. 204, 80 Stat. 1072; amended Oct.

Z v 16, 1968, P.L. 90-575, Title I, secs. 116, 118, 82 Stat. 1023-26: amended October 12, -
1976, P.L. 94-482, Title I, Part {§§ sec. 127ta), 90 Stat. 2130, 2131; amended June 15,
1977, P.L. 95-43, sec. 1 (aX35), (ak36), 91 Stat. 216. E
’ ' way, . .. . .
DISTRICT ‘OF COLUMBIA STUDENT LOAN INSURANCE PROGRAM

SEc. 436. (a) The government of the District of Columbia is au-
‘thorized (1) to establigh.a‘student loan insurance program .which
meets the requires Aghis part for a State loan insurance pro-
gram in order to greements with the Commissioner for
the purposes of this- to enter imdo such agreements with the
.Commissianer, (3) to use amounts appropriated’ng the purposes of

. this section® establish a fund for such purpose$ and for-expenses

; .
et P o =3 0 - .
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in connection therewith, and (4) to accept and u‘donations for the’
purposes of this gection. . - o
() Notwithstanding the provisions of any applicable law, if the :
porrower, on any loan insured under the program established pur-  .f
suant to this gection, is a minor, any otherwise valid note or other - )
written agreement executed by him for the purposes of such loan
shall create a binding obligation. )
~ {(c) There ar€ authorized to be appropnpted such amounts as may
. be necessary for the purposes of this section. N _ :
@0 USC. 1086) Enacted Nov. 3, 1966, P.L. 89-752, sec. 12, 80 Stat. 1244; amended
Oct. 16, 1968, P.L. 90-575, Title I, sec. 116, 82 Stat. 1024; amended Oct. 12, 1976, P.L.
04-482, Title l,v,Part D, sec. 127(a), PO-Stat. 2132, 2133.4
: S ——— . 4 N

s

REPAYMENT BY THE COMMISSIONER OF LOANS OF BANKRUPT, DECEASED,
4 OR DISABLED BOE RS

. Sec. 481. (a). If a student borrowef who has received a-loan de--

geribed in clause (A), B), or ©) of section 428(a)X1 dies or becomes

perm ently and- totally disabled (as determinét in accordance
“with ‘refulations of the Commissioner), then the Commissioner
ghall discha the borrower’s liability on the loan by repaying"le,

- dount owec on the loan. ST .

w..  (b) If a student borrower who has received gdescribed in
clause (A), (), or (C) of section 428(a)(1) i8 relieved of his obligation
to repay such’ loan, i.n(lsvghole or in part, through a discharge in
pankruptcy, the Commissioner shall repay the amount of the loan
go discharged. “ s : .

L 20 USC. 1087) Enacted Oct. 16, 1968, P.L. 90—5750’1‘K'1e 1.:sec. 113, 82 Stat. 10205
amended June =9, 1972, P.L. 92-318, seC. 132D, 86 Stat. 263; amended- Oct; 12, 1976,
P.L. 94-482, Title I, Part D, sec. 127(a), 90 Stat. 2133. T

#%  SPECIAL ALLOWANCES

* . SEc. 438w=ta) In order to assure (1) that-the limitation on interest
payments or gther conditions (or both) on loans made or insie
under this part, do not impede or threaten to impede the ‘carryin

out of the purposes of this part or do not cause the return to hold-
erg of loangy be less than equitable, (2) that incentive paymen
‘on such loans are paid promptly to eligible lenders, (3) that appro- ~
priate consideration of relative administrative costs and mo‘neﬁ

market confiitions 18 made in setting the quarterly rate of suc
payments, and (4) that particpating lenders will have Zbetter and
* more accurate way of assessing the rate of such paym nts for cur-
rent and prospective quarters, the Congress finds it necess to es-
:sh an improved method for the det rmination of the quarterly
ralf.of the special allowance on such loans, and to provide for a

th'or’dggh, expeditious. and objegtive examination of alternative

| g M ) 4 ’
.1Gection 133(b) of Part D of Title I of P.L. 04-482 reads as follows: ,

. D An lations, for the carg{’is:% emt of section 438, as in effect on the date immediately

: prior to the.e ective date of subsection shall be deemed to remain in force until amended or
. superseded by new regulationlfof the Commissioner. i

- «(2) Within 120 dpyd of the effective date of this pubsection, the Commissioner i8 directed to

issue a comprehensive revjpipn of the regulations heretgjore prescribed for the carrying out of

\,ii gection 438, for the purm of modlfyi[x{? such regulations; :‘:Lhe' extent possible, to make them

]

pplicable to all programs under title

' ..
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""'-"‘f},lmethods for the ‘determimation of the quarterly rate of such sllow- 7
" ance. *
(bX1) A speciak allowance shall be paid for each of the-three-
month periods ending March 31, June 30, September 30, and DPe-- |
. cember 31 of every year and the amount of such allowance paid to., * --
«.-Any. holder with respect to any three-month period shall be a pe;/

~Gpitage ‘of the ‘average umpaid balance of principal Anot including,
‘uriearned interest added tof principa}) of all eligible loans held b
such holder during such pesiof ) . e

(2XA) Subject to subparég %s (B¥'and (C) and paragraph (4), the.

special allowance paid puysiaiifto this subsection shall be comput- |
ed (i) by determining the.aye e&f: the bond equivalent rates of -
the ninety-qne-day Treasus’y*Bills:suctioned for such three-month
period, (ii) by subtracting 3.5 per“centum from such average, (iii) by
rounding the resultant pfntum upward to the nearest one-
eighth of 1 per centum, ' (iv) by dividing the resultant per

- ggntum by four.! v .
7 (B) Except as provided in paragraph (4), if the special allowance -
computed according to subparagraph (A) would (i) cause the special
allowance for any twelve-month period during the period ending .-
September 30, 1977, to exceed 8 per centum, the gpecial allowance
rate to be paid for such period shall be reduced to the highest.one-
eighth of 1 per centum rate interval which would not:eause stich -
“excess, C s . UL e

(C) Except as provided in paragraph, (4), if the

.computed according to subparagrap}t{A) woyld (
allowance for any twelve-month geriod after §
exceed 5 per tentumathe special allowance rate$
xriod shall be reduced to the highest‘_one-ekigh 7

falatlowsnce
g the special

te which would not cause such excess.w . “
(3) Subject to paragraph’ (4) the special-illgs
any such three-month period shall be payal¥e;

the close of such period, as may Be specified judnt-to- reg-
ulations promulgated under this section. Th of a loan with
respect to which ‘any such' allowance is to by I be deemed .

tgzhave a contractual right, as against the U
such allowance from the Commgssioner. '
" (4XA) If payment of the speci®h allowanc
tion or of interest payments under section428(a) with Fespect to a
loan have not been made within thirty days after the Commission-
. er has received an accurate, tithely, and complete request for pay-
ment thereof, the special allowance payable to such holder shall be
+increased bf®an amount equal to the daily interest accruing on the.
special allowance and interest benefits payments due the holder.
(B) Such daily jnterest shall be computed at the daily equivalent
rate of the 'speo‘allowance rate computed pursuant to paragraph’
- (2) plus 7 per centum and shall. be paid for the later of (i) the
- thirtghfirst day after the receipt of such request for payment from °
We older, or (ii) the thirty-first [ﬁ after the final day of the .
riod or periods covered by such request, and shau be paid for: %
. each succeeding day until, and ‘including, the date of which the
Commissioner authorizes payment. . ’ R B
, ©) For qurposes of reporting to the Congress the amounts of spe-
cial al_loWanEe's paid under this .section, amounts of -special:

» ‘ o . :‘ - S&". - o
’ L e O
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allowances paid pursuant.'to this paragraph shall be gegregated and
reported separately. c ‘ ;

(5) As used_in this section, the term “gligible loan” means a loan
which, is insured®under this part, or made under a program covered
by an agreement ynder section 428(b) of this Act.

(6) The Commissioner shall pay the holder of an eligible loan, at

J

such.time or timek as are specified in.regulations, a special allow- -

- anceprescribed pursuant to this subsection subject to the condition

[4

that such holder shall submit to’the Commissioner, at such time or

times and in such-a manner as he may deem proper, such informa- ,

tion as may be required by regulation for the purpose of enabling
. the Secretary and the Commissioner to carry¥out their functions
under this section and to carry out thepurposes of this section.

(c) The Commissioner shall adopt or amend appropriate regula-
tions pertaining to programs carried on under this part to prevent,
where practicable, any practices which he finds. have denied loans
to a substantial number of ‘students. Regulations issued under sec-
tion 2(a)X6)B)ii) of the Emergency Instifed Student Loan Act of
196¢ shall remain in effect until superseded orfamended under this
subsection, but no payments shall be made under such Act after

‘the effective date of this section.. - o .
. 'y (d) There are authorized to be appropriated such sums as may be
necessary for special allowances aut rized by this section.

(e) In order to assure (i) that the limitation“on interest payi.ents
or other congitions (or both) on loans made or insured under this
part, do not impede ,or threaten to impede the carrying out of the

purposes of this part or do not causd the return of holders of loans

to be less than equitable, (ii) that incentive payments on such loans
are paid promptly to eligible lenders, (iii) that approprlate con ider-
ation of relative administrative costs and money ma et condrtions

is made in setting the quarterly rate of such payments, and (iw), .

that participating lenders will have.a better and more accurate
way of assessing the, rate of such payments for current and pros-
pective quarters, there is established a Committee on the Process of

Determinipg Student Loan Special Allowances (hereinafter in this .

section .referred to as ghe “Committee’’). The Committee shall be

composed of— »
(1) the Commissioner of Education: "
(2) the Secretary of Health, Education, a}’[d Welfare; )
(3) the Secretary of Treasury; . : : f/
(4) a repyesentative of State and nonprofit private igstitu- .
tions and %rganizations ‘participating under an agrgement
under sectioh 428b); ;. ° - .

(5) a student financial aid administrator of an eligible insti- .

tution (as defined in section 435(g)2)};

{6) a business officer of: an eligible institution (as defined in
section 435(g)2)); ’

(7) a representative o‘f.'participating eligible lenders other
than one defined in se¢tion 435(g1 XE); T

(8) a student.at an eligible institution (as defined in section
435(g)2); and o

(9) a representative of the Student Loan Marketing§Associ-
ation, designated by the Board of Directors of the AssOciation.

,(f) The Commissioner shall appoint the members of the Commit-

tee de§érib.ed in pa_iagraphs (4), (3}, (6}, (7), and (8) of subsection (e)

. ..97*
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of this section, after consultation,in the case of thosé@ members ap-
pointed under each such paragraph, with nationally recognized or-
ganizations of such persong or/agencies. ) :
#(gX1) No later that October 1, 1977, the Committee shall prepare
and submit to the President of.the Senate and the Speaker of the _
House of Representatives a/report of their findings and recommen-
ddtions for an improved method -or methods for the determination
of the quarterly rate of the special-allowance paid under this Act
which they believe will ¢arry out the objectives:set fon}h in subsec-
tion (a) of this seetion. . e .

(2) The Committee shall nggike every effort to reach a uganimous.
decisioni with respect / o th&.method for. the determinatign of the
quarter}§ rate of the/ special- allowance establ‘iaky/unde' this sec-

ion~< ' . ) L T :

(3) In developing the®hethod for the determirfhtion of the quar-
terly rate of the speciaNallowance under this. section, the Commit-
tee shall consider— . ‘ Lo

(A) the.experiences offstudents, and efigible lenders under
the method prescribed iff this section, and under the method in
operation prior to the actment af this section, . ,

(B) the administrative costs of various types of eligible lend-
ers under this part,’ L . . .- ,

(C) relevant and widely available financial indicators which -’
accurately reflect the costs -of capital jnvested .in programs,

‘. under this part, or substitute financial indicators which equita-
bly represent the cost of such capital, ! o

(D)an adgninistrative. mechanismp” necessary tp produce a
‘prompt and apidly disseminated‘dzgnmination of the quarter-
}iy rate of the special allowante, in order to avoid delays in the

etermination and disseminationef that rate and in the actual
payment of the special allowance to eligible lenders, and

(E) such other factors as the Committee considers necexsary
to earry out the purposes of this section. _ ‘.

4) In carrying out its responsibilities under this section, the -
. Committee shall be given the full cooperation and assistance of the
official in the Office of Educatjon directly responsible for the ad-
inistration of this part B of title IV of the Higher Education Act
of 1965 and such other appropriate officials of the Office of Educa-
tion as the Committee deems appropriate.

(5) In order to assist the Committee to carry ou’its functions .
under this section, the Commissioner of Education is authorized to” 3
hire consultants, and to enter into contracts, and pay the costs of
such contracts from funds regularly appropriated for the purpose
.of administering programs authorized-by this part. ‘

(6) The Commissioner of Eduéation shall convene the first session
of the Committee within sixty days after the date of enactment of
the Education- Amendments of 1976. The Chairman of the Commit-
tee shall be selected by those members who are not officials of the
Federal Government from among thémselves. .

(7) The Committee is not authorized to employ permanent em-
ployees-or to lease or obtain the use of permanent offices or to take
other steps to extend its period of séervice beyond the time neces-
sary to complete its responsibilities under this section.

t
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" .(8) The Committee shall cease to exist ten days after the submis-
sion of the report prescribed in paragraph (1) of this subsection. -
+ (20 US.C: 1087-1) Enacted June 23, 1972, P.L. 92-318, sec. 132E(a), 86°Stat. 264;

“amended October 12, 1976, P.L. 94-482, Title L, Part D. sec. 127(a), 90 Stat. 2133,
- 2134, 2135, 2186; amended June 15, 19717, P.L. 95-43, sec. 1(aX37) (A), (B, (C), (D), (E),

(F), 91 Stat. 2163€17. \

R

STUDENT LOAN MARKETING ASSOCIATION

"

Sgc. 439.' (a) The Congress hereby declares that it is the purpose
of this section (1) to establish & Government-sponsored private cor-
poration which will be financed by private capital and which will
serve as a secondary market and warehousing facility for insured
student loans, insured by the Commissioner under this part or by a’
State or nonprofit private institution or organization. with which
the Commissioner has an agreement under section 428(b), and
which will provide-liquidity for student loan investments; and (2) in
order to facilitate secured trarisactions involving insured student
loans, to provide for perfection of security. interests-in insured stu-
cfi_e\nt loans either through_the taking of pgssession or by notice

1ling. . ) :

(bX1) There is hereby created a body corporate to be known as
the Student Loan ‘Marketing Assogiation {hereinafter referred to as
the “Association”). Mie Association shall have succession until dis-
solved. It shall maintain its principal office in the District of Co-
lumbia and shall be deemed, for purposes of venue and jurisdiction
in civil actions, to be a resident and ocitizen thereof. Offices may b€
established, by the Association, in such other place. or places as it
may deem necessary or-appropriate for the conduct of. its buSiness.

(2) The Association, including its franchise, capital, reserves, sur-
plus, mortgages, or other security holdings, and income shall be
exempt from a]l taxation now or hereafter imposed by any State,
territory, possession, Commonwealth, or depéndency of the United
States, or by the District of Columbia, or by any county, municipal-
ity, or local taxing authority, except that any real property of the
Association shall be subject ta State, territorial, county, municipal,
or local taxation to the séme extent according to its value as other
real property is taxed. o :

(3) There is- hereby Mrized to be appropriated to the Secre-
tary of Health, Education, and Welfare $5,000,000 for makin% ad-
vances for the purpose Yf helping to establish the Association. uch
advances shall be repaid within such period as the Secretary may
deem to be appropriate in light of the matunity and solvency of the
Association. Such ad¥ances shall bear interest at a rate net less
than(A) a raté:determined by the Secretary of the Treasury taking
into copsideration the current average market yield on outstanding
rharketable obligations of the United States with remaining period
to maturity comparable to the maturity of such advances, adjusted

. to the nearest one-eighth of 1 per centum, plus (B) an.allowance
adequate in the judgment of the Secretary to cover administrative
costs and probable losses. Repayments of such advances shall be de-

sited into miscellaneous receipts of the Treasury. T

(cX1) The Association shall have a Board of Directors which shall
consist of twenty-one persons, one of whom shall be designated
Chairman by the President. : "

\
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" (2) An interim Board of Directors shall be appointed by the Presi-
dent, one of whom he shall designate as interim Chairman. The in-
terim Board shall consist of twenty-one members, seven of whom
shall be representative of banks or other financial institutions
which are insured lenders pursuant to this section, seven of whom
shall be representative of educational institutions, and seven of
whom shall be representative of the general public. The interim
Board shall arrange for an initial offering of common and pre- .
ferred stocks and take whatever other actions are necessary to pro-

_ceed with the operations of the Association. _ .

(3) When, in the judgment of the President, sufficient common
stock of the Association has been purchased by educational institu-
tions and banks or other fihancial institutions, the holders of
common stock which are educational institutions shall elect seven
members of the Board of Directors and the holders of common,
stock which are banks or other financial institutions shall elect
seven members of the Board of Directors. The President shall ap-
point the remaining seven directors, who shall be representative of
the general public. ) )

"(4) At the time the events described in paragraph (3) have oc-
curred, the interim Board shall turn over the affairs of the Associ-
ation to the regular Board so chosen or appointed. .

(5) The directors 'appointed by the President shall serve at the

- pleasure of the President and untfl their successors have been ap-
pointed and have, qualified. The remaining directors shall each be
elected for a term ending on the date of the next annual méeting of
the common stockholders of the Association, and shall serve until
their successors have been elected and have qualified. Any appoint-
ive seat on the Board which becomes vacant shall be _ﬁlf;*d by ap-
pointment of the President. Any elective seat on the Board which
becomes vacant after the annual election of the directors shall be
filled by the Board, but only for the unexpired portion of the term.

(6) The Board of Directors shall meet at the call of its Chairman,
but at least semiannually. The Board shall determine the general
policies which shall govern the operations of the Association. The
Chairman of the Board shall, with the approval of the Board,
select, appoint, and compensate qualiﬁede-bersons to fill the offices
as may be provided for in the bylaws, with suc¢h executive func-
tions, powers, and duties as may be prescribed by the bylaws or by
the Board of Directors, and such persons shall be the executive offi-
cers of the Association and shall discharge all such executive func-
tions, powers, and duties. K '

(dX1) The Association is authorized, subject to the provisions of
this section, pursuant to commitments or otherwise, to make ad-
vances on the security of, purchase, service, sell, or otherwise deal
in, at prices and oft terms and conditions determined by the Assso-
ciation, student loans which are insured by the Commission under
this part or by a State or nonprofit private institution or organiza-
ttlié)é](bwith which the Commissioner has an agreement under section

. ) : L

(2) Any warehousing advance made under paragraph (1) of this

subsection shall not exceed 80 per centum of the face amount on an

insured loan. The proceeds from any such advance shall be invest-

. ed in additional insured student loans. '

- \: / ‘,-"'100 \
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(3) Notwithstanding the provisions of any State law to the con-ﬁ
trary, Including the %’niform Commercial Code as in effect in any)™ ~
State, @ security|interest in insuped student loans created on behalf

* of the Association or any eligible lender as defined in section 435(ar
may be'perfected either through the taking of possession of such
loans Or by’ the filing of notice of such security interest in such
Joans In the manner provided by said State law for perfection of
'.=l,(—>clll‘lti'l interestp in accounts.

(e) The Aggociation, pursuant to such criteria as the Board of Di-
rectors may prescribe, shall ' make advances on security or purchase
student loans pursuant’ to subsection (d) only after the Association\
js-assured that the lender (A) does not discriminate by pattern or
practice against any particular class or category of students by re-:
quiring that, as a condition to the receipt of a loan, the stddent or
his family maintain a business relationship with the lender, except
that this clayse shall not apply in the case of a loan made by a

. credit union, savings and loan association, mutual savings bank, in-
stitutlon of higher education, or any other lender with less than
$50,000,000 ip, deposits, and (B) does not discrimingte on the basis
- of race, sex_ color, creed, or national origin.

. (fX1) The Association shall have common stock having a par

. value of $100 per 3hare which may be isshed only to lenders under
this part, pertaining to guaranteed student loans, who are qualified
as insured |enders under this part or who are eligible institutions
as defined ip section 435(a) (other than an institution outside of the
United Stateg).

(2) Each share of common stock shall be entitled. to one vote with

"+ rlghfs of cymulative voting at all elections of directors. Voting
shall'be by classes as described in subsection (c)}3). : /

3 ‘T}}e common ':zock of the Association shall be transferpble
only ‘as! may be prescribed by regulations of the Secretar of
Health, Eqybation, and Welfare, and, as to the Association, only on
the books of the Association. The Secretary of ealth, Educati
and Welfare shall prescribe the maximum number of shares of
cOMMOR stock the Association may issue and <have outstanding at
any. one time :

(4) To_the ‘extent that net income is earned and, realized, subject
to 5Ub§66tion (2)2), diyidends may be declared on common stock by
the Board pf,Dire_‘ctors. Such dividends as may be declared by the
Board shall pe paid to the holders of outstanding shares of common
stock, xcept thag no such dividends shall be payable with respect
to any share whith has be%l called for redemption past the effec-
tive date of guch call. ¢ 2

% @X1) The Associatiod is authorized, with the approval of the Sec--
retary gfyHealt ., Education,rand ‘Welfare, to issue nonvoting pre-
ferred sfock with a®par value of $100 per share. Any preferred
shdre issued shall be freely transferable, except that, as to the AR
‘Sz%im’n,-.it shall be trapsferred only orl the books of the Associ-

-, ation. PN _

£ N .o .
, '(‘2)".T}}9 holders-of the preferred shares shall be eAtitl‘ed to such
. rate of cumulatiye dividends and such shares shall be subject to
suth redempti ?11 other convegsyi‘% provisions as may be provided
of i i

. fof 4t the ‘timi sspaice. No d
share of common stock any t

dends shag- be payable on any
when an? dividend is due ony

ola_n'y‘s:hare of préferred stock and hs not been Raid. [
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(3) In the event of any liquidation, dissolution, or winding up of
the ‘Association’s business, 3\e holders of the preferred shares shall
be paid in full at par value thereof, plus all accrued dividends,
before the holders of thé common shares receive any payment.

(hX1) The Association is authorized with the approval of the Sec-
retary of Health, Education, and thlfare and the Secretary of the
Treasury to sissue and have outstanding obligations hbying such
maturities and bearing such rate or rates of interest as may be de-
termined by the Association. Such obligations may be redeemable
at the option of the Association before maturity in such manner as
ma%' be stigglcated therein. 4 '

(2) The Secretary of, Health, Education, and Welfare is author-
ized, prior to July 1, H982,1 to guarantee payment when due of .
principal and interest on obligations issued by the Association. in ,-*
an aggregate amount determined by the Secretary in consultation
with the Secretary of the Treasury. .

(3) To enableJthe Secretary of Health, Education, and Welfare to -
discharge his responsibilities under guarantees issued by him, he is
authorized ‘to issue to the Secretary o ‘the Treasury notes or other
obligations in such forms and denominations, bearing such maturi- *
ties, and subject to such terms and conditions, as may be prescribed
by the Secretary of Health, Education, and Welfare with the ap-
proval of the Secretary &f the Treasury. Such notes or other obliga-
_tions shall bear interest at a rate determined by the Secretary of . «
the Treasury, taking into consideration the current average market
yield on outstanding marketable obligations of the United States of

_ comparable maturities during the months preceding the issuance of

the notes or other obligations. The Secretary of the Treasury is au-
thorized and directed to purchase any notes and other obligations
iskued hereunder and for that purpose he is authorized to use as a

- public.debt trandaction the proceeds from the sale of any 'securities
issued under the Second Liberty Bond Act, as amended; and the
purposes for Which securities may be is€lied under that Act, as
‘amended, are éxtended to include any purchase of such notes and \
obligations. ‘The, Secretary of the Treasury may at any time sell

“any ef the notes or other obligations acquired by him under this |
subsection. All redemptions, purchases, and sales by the Secretary: -
of the Treasury of such notes or other obligations shall be treated ‘
as public debt transactions of the United States. There is author-"
ized to be appropriated to the Secretary of Health, Education, and
Welfare such sums as,may be necessary to pay the principal and
interest on the notes or obligations issued by him to the Sécretar;Y :
.of the Treasury. - ' ' . -
« (i) The Association shall have power—
' (1) to sue and be sued, complain and defend, in its corporate

ﬁame and through its own counsel;
. {2) to adopt, alter, and use the corporate seal, which shall be
judicially noticed; . .
(3) to sadopt, amend, and repeal by its Board of Directors, ,
bylaws, rules, and regulations as may be necessary for the con-

\duct of its business; - :

¢

!
-

1 This date was changed to October 1, 1982, by Sec. 3(9) of P.L. 94-273 (B d April 21, 1976),
™ 90 Stat. 376., i y nacted Apri

2
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(4) to conduct its business, carry on its operations, and have
officers and exercise the power granted by this section in any
State without regard to any qualification or similar statute in

‘any State;

(5) to lease, purchase, or otherwise acquire, own, hold, im-
prove, use, or otherwise deal in and with any property, real,
personal, or mixed, or any interest therein, wherever situated;

(6) to accept gifts or donations of services, or of property,
, real, personal, or mixed, tangible or iitangible, in aid of any of

the purposes of the Association;, ¥
(7) to sell, convey, mortgage, pledge, lease, exchange, and
otherwise dispose of its property and assets; \tE
o (8) to appoint such officers, attorneys, employees, and agents™
as may be required, to determine their qualifications, to define
N their duties, to fix their salariés; require bonds for them and
fix the penalty thereof, and . - ,
(9) to enter into contracts, to execute instruments, to incur
liabilities, and do all things as are necessary or incidental to
the proper management of its affairs and the proper conduct of
its business. '

(j) The accounts of the Association shall be audited annually.
Such audits shall be conducted in accordance with generally ac-od
cepted auditing standards by independent certified public account-
ants or by independent licensed public accountants, licensed on or f

_ before December 31, 1970, who are certified or licensed by a regula-
tory authority of a State or other political subdivision of’ the

United States, except that independent public accountants licensed

to practice by such regulatory authority after December 31, 1970,

and persons who, although not so certified or licensed, meet, in the

opinion of the Secretary, standards of education and experience
representative of the highest standards prescribed by the licensing
authorities of the several States which provide for the continuing
licensing of public accountants and which are prescribed by the

Secretary in appropriate regulations may perform such audits until

December 31, 1975. A report of each such audit shall be furnished .

to the Secretary of the Treasury. The @it shall be conducted at

the place or places where the accounts are normally kept. The rep-
resentatives of the Secretary shall have access to all books, ac-
counts, financial records, reports, files, and all other papers, things,
or property belonging to. or in use by the Association and necessary
to facilitate the audit, and they shall be afforded full facilities for
verifying transactions with the balances or securities held by

depositaries, fiscal agents, and custodians. ,

(k) A report of each such audit for a fiscal year shall be made by
thé Secretary of the Treasury to the President and to the Congress
not later than' six months following the close of such fiseal year.
The 'report shall set forth the scope of the audit and shall include a
statement (showing intercorporate relations) of assets and liabil-
ities, capital and surplus or'deficit; a statement of surplus ar deficit

analysis; a statement fof income and expense; a statement of
ources and application of funds; and such comments and informa-
ion as may be deemed necessary to keep the President and the.
ongress informed of the operations and financial condition of the ~
\ssociation, together with such recommendations with respect
ereto as the Secr,etary may deem advisable, including a report of

f 195
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any impairment of capital or lack of sufficient capital noted in the
audit. A copy of each report shall be furnished to the Secretary of
Health, Education, and Welfage, and to the Association. ]

() All obligations issued ?yethe *Association shall be lawful in-
vestments, and may be accepted as security for all fiduciary, trust.
and public funds, the investment or deposit of which shall be under
authority or control of the United States or of any officer or offi-
cers thereof. All stock and obligations issued by the Association

rsuant to this section shall be deemed to be exempt securities
thin the meaning of laws administered by the Securities and Ex-
change Commission, to the same extent.as securities which are
direct obligations of, or obligations guaranteed as to principal or in-
terest by, the United States. The Association shall. for the purposes
of section 14(bX2) of the Federal Reserve ‘Act, be deemed to be an

. agency of the United States. : -

(m) In order to furnish obligations for delivery by the Associ-
ation, the Secretary of the Treasury is authorized to prepare such
obligations in such form as the Board of Directors may approve,
such obligations whén prepared to.be held in the Treasury subject
to delivery upon order by the Association. The engraved plates,

" dies, bed pieces, and\ so forth, executed in cqnnection therewith
shall remain in the custody of the Secretary of the Treasury. The
Association shall reimburse the Secretary of the Treasury for any
expenditures made in the preparation, custody, and delivery of
such obligations: - \ \ . '

(n) The Association shall, as soon as practicable after the end of
each fiscal year, transmit to the President and the Congress a
report of its operations.and activities during each year.

(20 U.S.C. 1087-2) Enacted June 23, 1972, P.L. 92-318.'sec. 133(a), 86 Stat. 265, 269
amended April 21, 1976, P.L. 94-273, Sec. 3(9), 8() Stat. 376; amended October 12,
1976. P.L. 94-482, Title I, Part D, Sec. 127(a), 90 Stat. 2136-2141; amended June 15.
1977. P.L. 95-43, sec. ltaK38). 91 Stat.yr

/\

FIVE-YEAR NONDISCHARGEABILITY OF CERTAIN LOAN DEBTS -

[SEc. 439A.! (a) A debt Which is a loan insured or guaranteed.
under the authority 'of this part may be released by a discharge in
bankruptcy under the Bankruptcy Act only if such discharge is
granted after the five-year period (exclusive of any applicable sus-
pension of the rep)zydmeﬁfdgeriod) beginning on the date of com‘/
-mencement of the regfayment period of such loan, except that prior
to the expiration of that five-year period, such Jogn may be re-
leased only if the court in which the proceedifig 13 Bending_deter-
mines that payment from future incorne_ or otHe; wetltﬁ. will

~ impose an undue hardship on the debtor or Ris dependents?

(b) Subsection (a) of this section shall be effective with respect to
any proteedings begun under the Bankruptcy Act on or after Sep-
tember 30, 1977.] ’ . :
(20 U.ST. 1087-3). enacted October 12, 1976, P.L. 94-482,. Title I, Part D, Sec.
127(a). 90 Stat. 2141‘ . ,’K

SEc. 439B. Any loan under this.part may be countgd as part of
the expected family. contribution in theﬁe_te'r'minatié\ of need for

't Section 439A was repealed by séction 317 of the At of, November-6) 1475, entitled “An Act to "
. Establish a Uniform Law on the Subject of Bankruptdy™. i ; .
S AN
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paxs A, C, and E of this title, notwithstanding any qther provisions.
of paxts A, C, and E.? . .o . (\ , .
‘ . A «
s gy CRIMINAL PENALTIES _

SEc. 440. {a) Any person who knowingly and"willf'ully embezzles,
snisapplies, steals, or obtains by fraud, false statement, or forgery
any funds, assets or property provided or insured under -this part
shall be fined not more than $10,000 or imprisoned. for not more

. than five years, or both; but if the amount so embezzled, misap-
.~ plied, stolen, or Qh&;\iéled by fraud, false statement, or forgery does

not exceed $200, thx{ine shall be not more than $1.00 and impris-
onment shall not excedd one year, or both. :
(b) Any person who knowingly and willfully makes any false
- statement, furnishes .any false informatipifor coneeals any 