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20 USC 1146a. SEC. 3. CONTRACTING AUTHORITY SUBJECT TO APPROPRIATIONS.

The authority to enter into contracts or other obligations under

this Act (other than amendments made to part B of title IV of the
20 USC 1071. Act) shall be effective for any fiscal year only to such extent or in
such amounts as are provided in appropriation Acts.

TITLE I—AMENDMENT TO TITLE 1 OF THE ACT

SEC. 101. REVISION OF TITLE L.

20 USC 1001.

20 USC 1002.

Title I of the Act is amended to read as follows:

“TITLE I—POSTSECONDARY PROGRAMS FOR
NONTRADITIONAL STUDENTS

“FINDINGS

“Sec. 101. The Congress finds that—

“(1) the increasing incidence of relocation and dislocation of
industries and workers, the entry and reentry of adults into the
labor force, and the rapid rate of change in technology, the
economy, population demographics, and social conditions, neces-
sitate significant improvement in postsecondary educational
opportunities for adults in all stages of life;

*(2) the majority of adults who continue their education do so
for job-related and career-oriented reasons or to fulfill admis-
sions requirements for educational or vocational training;

“(3) minority-group citizens comprise the fastest growing seg-
ment of the population and labor force, yet are
underrepresented in adult education programs;

“(4) access to postsecondary educational opportunities is lim-
ited for adults whose educational needs have been inadequately
served, or for those whose age, sex, race, disability, national
origin, rural isolation, or economic or personal circumstances
(such as marital status or responsibility with regard to depend-
ent children) are barriers to such opportunities;

“(5) enrollment of adult learners (including individuals aged
50 and over) approaches or equals that of traditional students in
postsecondary institutions and such enrollment patterns are
changing the demography of postsecondary education;

“(6) the organizationaf' structure and administration of post-
secondary institutions often represents a significant barrier to
matriculation for the adult learner and such institutions need
to adapt themselves to integrate adult learners;

“(7) the Federal Government should encourage the develop-
ment of institutional partnerships between the public and pri-
vate sectors and postsecondary institutions for the purpose of
planning and implementing effective educational programs and
services for the adult learner; and

“(8) it is in the interest of the Federal Government to support
continuing education for adults in order to reduce unemploy-
ment and underemployment, enhance job opportunities, and
promote a well-trained, flexible, internationally competitive
work force and an educated citizenry.

“DEFINITIONS

“Sec. 102. For the purpose of this title—
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“(1) the term ‘continuing education’ means postsecondary
instruction and support services that are designed to meet the
educational needs of adult learners;

“(2) the term ‘adult learner’ means an individual who by
reason of personal circumstance, age, gender, disability, minor-
ity status, income, rural isolation, economic or educational
disadvantage, marital status, presence of dependent children,
lack of or need for new employment skills (including skills
needed to pursue a new career) or other significant barrier (A) is
not a traditional student, and (B) engages in some form of
structured postsecondary study to improve the individual's
knowledge, information skills, or employment opportunities;

“(3) the term ‘eligible institution’ means an institution of
higher education, combinations of institutions of higher edu-
cation, or consortia of any such institutions; and

‘“(4) the term ‘qualified entity’ means a public or nonprofit
private organization which has—

“(A) experience in administering a program consistent
with the requirements of this title; and

“(B) demonstrated the ability to coordinate, manage, and
provide technical assistance to programs that receive
grants under this title.

“LIMITATION ON CONTRACT AUTHORITY

“Sec. 103. The authority to enter into contracts under this title is 20 USC 1003.
subject to the availability of appropriations.

“PART A—PROGRAM AND PLANNING GRANTS
“INSTITUTIONAL DEVELOPMENT

“Sec. 111. (a) Purrose.—It is the purpose of this section— Employment
“(1) to assist eligible institutions to establish programs relat- and
ing postsecondary education resources more closely to the unemployment.
gontmumg educational training needs of the American work ARG
orce;
“2) to help strengthen the capacity of postsecondary institu-
tions to respond to the continuing education needs of adults,
ially adults—
‘(A) dislocated by technological and economic change,
“(B) seeking entry, reentry, or progression in the work
force after prolonged absences due to marriage and child-

Ting;
“(C) isolated from educational resources due to age or
phic location;
“(D) seeking entry into nontraditional occupations for
their race or sex;

‘“E) receiving aid to families with dependent children;

“(F) who are functionally illiterate; and

‘G) who desire to pursue a new career; and

‘“3) to support cooperative arrangements between eligible

institutions, community-based organizations, and private and
public sector employers that will facilitate meeting the goals of
paragraphs (1) and (2).
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Contracts. ‘“b) GRaNTS.—To carry out the purpose of this section, the Sec-
retary shall make grants to, and enter into contracts with, eligible
institutions for activities, such as—

(1) structuring an academic program designed to facilitate
the attendance of working students, parents caring for depend-
ent children, and individuals seeking to reenter the educational
system;

‘(2) making academic programs available to adult learners at
convenient times and locations;

“(3) the encouragement of resource sharing for innovative
uses of technology, including telecommunications (on an inter-
state or intrastate basis) to overcome barriers to continuing
education opportunities and to develop innovative delivery sys-
tems for education programs;

“(4) the creation or expansion of education programs and
curriculum, including adult literacy efforts, designed to meet
the present and future needs of the labor market;

“(5) the development of cooperative relationships between
business and labor organizations, community-based organiza-
tions, and agencies which provide opportunities for continuing
education;

“(6) the removal of barriers posed by previous education or
training, age, sex, race, handicap, national origin, rural isola-
tion, or economic circumstance which may place adults at a
disadvantage in seeking continuing educational opportunities;

“(T) educational information, including literacy information,
student financial assistance information, and occupational
information and counseling services designed to meet the spe-
cial needs of inadequately served adults and to assist their entry
or reentry into continuing education and the labor force;

“(8) training for administrators, faculty, and staff to improve
their ability to teach and serve adult learners; and

“(9) development of remedial instruction programs for adult
learners to enable them to enroll in college-level educational
programs.

“(c) ApprrioNaL Use oF Funps.—(1) Funds awarded under this
section to any eligible institution shall be used for the purposes
under subsection (b), except that, to a limited extent as approved by
the Secretary, such funds may also be used for program planning
and development to carry out the purposes of this section
including—

“(A) making adult and continuing educational opportunities
available at convenient times and locations, including off-
campus locations;

*(B) evaluating the responsiveness of continuing education
programs to the work and career-related objectives of adults;

‘4C) developing or expanding educational and occupational
information and counseling services to meet the special needs of
adults, including information concerning available forms of
student financial assistance;

“(D) training of personnel in continuing education programs
to improve their ability to serve adult learners;

‘E) developing or expanding high-technology delivery sys-
tems and curricula to ensure closer development and career
transitions for adult learners;
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“(F) joint planning and implementation activities between
institutional and private sector representatives to expand edu-
cational opportunities;

“(G) promoting the sharing of personnel and resources be-
tween an eligible institution and an employer;

“(H) contributing to dependent care programs for low income
participants in adult and continuing education and the develop-
ment of dependent care programs; and

“(I) encouraging and developing collaborative efforts between
the institution or institutions and combinations of education
institutions, private and public institutions, organizations, busi-
ness, and labor to develop programs responsive to current
employment and economic conditions.

“(2) Funds made available under this section may not be used—

“(A) to purchase or rent facilities to be used in connection
with the program or for general operational overhead of the
elxglble institution; or

(B) to pay stipends or provide direct financial assistance to
any individual participating in the programs established under
this section.

“(d) AppLICATIONS FOR AssISTANCE.—(1) Any eligible institution
may submit an application to the Secretary at such time, in such
form, and containing such information, as may be necessary to
enable the Secretary to evaluate the need for assistance. The Sec-
retary shall make awards on a competitive basis.

“(2) Each such application shall—

“(A) provide evidence that the eligible institution has identi-
fied the educational needs of potential adult learners in the
area served by the applicant, especially adults identified in
subsection (aX2);

“(B) describe the current continuing education program of-
fered by the eligible institution (including information concern-
ing the professional competence of faculty and staff, their
degree of participation in the continuing education program,
and institutional resources committed to the continuing edu-
catlon am) and the activities proposed to be developed or

to meet the purposes of this section;

“(CJ ]ﬂl;{;wde assurance that Federal funds made available
under this section will comprise not more than 87.5 percent of

the cost of the program in the second year, and 75 percent in the
third year;

“(D) describe procedures for evaluating the effectiveness of
the activities for which a grant or contract is awarded under
this section;

“(E) provide for such financial controls and accounting proce-
dures as are necessary to ensure proper disbursement and
accounting for funds made available to the applicant under this
section and to ensure that funds made available under this
section for any fiscal year will be used to supplement and, to the
extent practical, increase the funds that would otherwise be
made available for the purpose of this section and in no case
supplant those funds;

%) provide assurances that the continuing education pro-
grams, services, and activities, funded under this section will
not be limited to individuals who are enrolled in programs of
study that lead to baccalaureate or graduate degrees, but will
also include programs for adults enrolled in noncredit continu-
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State and local
governments.

State and local
governments.

20 USC 1012.

ingt'education programs, that address the purposes of this
section;

‘(@) provide assurances that the program funded under this
section does not duplicate existing State funded programs, and,
in the case of any public institution, that the proposed program
is consistent with the State’s goals for that institution;

“(H) provide the projected number of students who will
participate in the program and the proposed operational budget
for the program, including the specific amounts proposed to be
expended for salaries;

“(I) include assurances that the applicant intends to continue
the activities to be supported under the grant after termination
of the grant, including a detailed plan for obtaining funds to
continue such activities;

“(J) provide assurances that funds made available under this
section will be used only for the purposes of this section;

‘K) provide for a reasonable period of review and comment
on the proposed program by the appropriate State agency and
include any such comments with the application to the Sec-
retary; and

‘L) include such other information as the Secretary may
reasonably require to carry out the provisions of this section.

“(3) In awarding grants or contracts the Secretary shall give
priority consideration to eligible institutions which—

‘(A) as appropriate, include area employer and employee
organizations in the planning of the proposed continuing edu-
cation activity and provide assurances of the continued partici-
pation of such organizations in the implementation, operation,
and evaluation of the funded activities;

“(B) include assurances that the appropriate State agencies
concerned with postsecondary education and State labor market
and economic agencies have been consulted in the development
of the proposal;

“(C) demonstrate a willingness to conduct and integrate into
the curriculum work-oriented professional and technical
continuing education programs;

“(D) demonstrate the capacity to obtain contributions of staff,
equipment, and resources for such £rograms from nonacademic
sources, particularly employers; an

“(E) provide assurances tﬁat adults enrolled in such programs
will have access to suitable and adequate financial assistance
opportunities, including Federal student aid funds available for
students enrolled less than half time.

“ESTABLISHMENT OF OFF-CAMPUS PROGRAM GRANTS

“Sgec. 112. (a) Purrosg; OFr-CaMPUS EpucaTioN PRoGRAMS.—The
Secretary shall establish a grant program to assist postsecondary
institutions in developing programs to encourage the establishment
and growth of off-campus educational programs.

“(b) Uses oF Funps.—Grants made under this section to any
institution may be used for planning, developing, or operating a
program des'ﬁ;ed by the institution to carry out the purposes of this
section including—

“(1) the development and use of high-technology educational
delivery systems using computers, radio, television, teleconfer-
encing, video-disc, print, any combination of such components,
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or such other means as may provide direct use and access by
individuals to off-campus programs;

“(2) the development of interstate educational delivery sys-
tems, cooperative, and consortia arrangements and p
(including telecommunications) which more effectively aﬁdr
regional needs for education;

‘(3) training of faculty and staff to develop educational pro-
grams using creative and innovative delivery systems;

“(4) development of technological systems designed to en-
hance the teaching capabilities of faculty for students off-
campus;

“(5) the development of curricula and student support services
for students off-campus; an

“(6) acquisition (by lease or purchase) of necessary equipment,
except that not more than 10 percent of such funds may be used
for such acquisition.

“(c) APPLICATIONS FOR ASSISTANCE.—{1) Any eligible institution
requesting assistance under this section shall submit to the Sec-
retary an application for assistance at such time, in such form, and
containing such information, as may be required by the Secretary.
The Secretary shall make awards on a competitive gasls taking into
consideration the relative cost and effectiveness of the proposed

rogram.
“(2) An institution, in its application for a grant, shall—

“(A) describe a program for establishing or improving deliv-
ery systems for students off-campus which shall include (i) the
proposed operational budget for the program or activities to be
conducted with funds received under the grant; (ii) the edu-
cational program or courses which would be made available off-
campus; (iii) the educational needs which the program is
designed to address;

“B) describe the applicant’s current off-campus program or
plans for an off-campus program;

“(C) provide for such financial control and accounting proce-
dures as may be necessary to ensure proper disbursement and
accounting for funds made available to the applicant under this
section;

‘(D) set forth Fohmes and %rlt;cedures to ensure that Federal
funds made available under this section for any fiscal year will
be used to supplement and, to the ext.egatjﬂgctmal increase the
funds that would otherwise be made a le for the purposes
of this section and in no case supplant those funds;

“(E) provide assurances that Federal funds made available
under this section will comprise not more than 87.5 percent of
the cost of the program in the second year, and 75 percent in the
third year;

“(F) set forth policies and procedures for evaluating the
effectiveness of the institution in accomplishing the purposes of
the activities for which a grant is awarded under this section;

and
“(G) provide such other information as the Secretary may

“{é‘e%‘unds made available under this section to any institution
may not be used for rent or the purchase of facilities to be used in
connection with the program, for general operational overhead of
the institution or combination of institutions, or for salaries or
stipends to students participating in the program.
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“ADULT AND CONTINUING EDUCATION STAFF DEVELOPMENT

“Sec. 113. (a) Purprose.—It is the purpose of this section to assist
eligible institutions to provide in-service training to individuals
involved in providing adult and continuing education services,
including personnel involved in training offered under the Adult
Education Act, the Job Training Partnership Act, the Carl D. Per-
kins Vocational Education Act, the Rehabilitation Act of 1973, the
National Apprenticeship Act, the Older Americans Act of 1965, and
the Social Security Act.

“(b) GranTs AuTHORIZED.—To carry out the purpose of this sec-
tion, the Secretary shall make grants to eligible postsecondary
institutions that have entered into agreements with the Secretary to
carry out an adult and continuing education staff development
training program in accordance with the requirements of this sec-
tion, which may include—

“(1) programs designed to enhance the pedagogical skills of
the staff involved in programs offering adult and continuing
education, including the training of staff and volunteers for
literacy programs;

“(2) technical assistance to programs of adult education, with
particular emphasis on federally funded programs; an

“(3) development of adult and continuing educational curric-
ula materials, including adult literacy curricula, that may be
used in adult and continuing education staff development
training, especially materials that focus on utilization of new
technologies.

“(c) APPLICATIONS FOR AsSISTANCE.—(1) Any eligible institution
requesting assistance under this section shall submit to the Sec-
retary an application for assistance at such time, in such form, and
containing such information, as may be required by the Secretary.
The Secretary shall make awards on a competitive basis taking into
consideration the relative cost and effectiveness of the proposed
program

“(2) An institution, in its application for a grant, shall—

“(A) describe a proposal for establishing or improving staff
development programs including the proposed operational
budget for the program or activities to be conducted with funds
made available under this section;

“(B) describe the applicant’s current staff development
program;

“(C) provide for such financial control and accounting proce-
dures as may be necessary to ensure proper disbursement and
accounting for funds made available to the applicant under this
section;

“(D) set forth policies and procedures to ensure that Federal
funds made avalim ble under this section for any fiscal year will
be used to supplement and, to the extent practical, increase the
funds that would otherwise be made available for the purposes
of this part and in no case supplant those funds;

‘E) set forth policies and procedures for evaluating the
effectiveness of the institution in accomplishing the purposes of
tht:-l activities for which a grant is awarded under this section;
an

‘(F) provide such other information as the Secretary may
require.
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“(3) Funds made available under this section to any institution
may not be used for rent or the purchase of facilities to be used in
connection with the program, for general operational overhead of
the institution or combination of institutions, or for salaries or
stipends to students participating in the program.

“(4) A grant under this section may not exceed $50,000 for any
fiscal year and may be awarded for a period not to exceed 3 years.

““ADMINISTRATION OF PROGRAMS BY THE SECRETARY

“Sec. 114. The Secretary shall ensure the equitable geographic Urban areas.
distribution of funds under this part. In making awards under this R“falscm-
part, the Secretary shall consider the equitable levels of funding for TR 1014
urban and rural areas. Grants and contracts under section 111 or
112 may be awarded for a period not to exceed 3 years and may not
exceed $100,000 in the first year of funding, except that a grant or
contract involving combinations of institutions of higher education
or a consortia with other institutions or organizations may not
exceed $150,000 in the first year.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 115. There is authorized to be appropriated to carry out this 20 USC 1015.
part $10,000,000 for fiscal year 1987 and such sums as may be
necessary for each of the 4 succeeding fiscal years. One hundred
percent of the funds appropriated under this section for fiscal year
1987 shall be available only to carry out sections 111 and 112.

“PART B—NATIONAL PROGRAMS
“ADULT LEARNING RESEARCH

“Sec. 121. (a) EsTABLISHMENT OF PrROGRAM.—To carry out the Grants.
Kurpoae of this section by providing assistance to institutions of Contracts.
igher education, the Secretary is authorized to make grants to, and 20 USC 1016.
to enter into contracts with, eligible institutions to ensure a sus-
tained capacity to undertake independent research and research
application activities in adult and continuing education.
“(b) Uses or Funps.—Funds made available under this section to
any eligible institution may be used for planning, developing, or
operating a program which may include—

“(1) identifying and analyzing the special problems and needs
of adult learners;

“(2) collecting, analyzing, and disseminating information
relating to adult learners and their educational and employ-
ment objectives, with particular focus on analyzing and dissemi-
nating information on the current and projected needs of the
labor market;

“(3) examining and applying uses of education technologies to
reach new and isolated learners;

“(4) collecting and disseminating relevant data from Federal State and local
agencies and other national and State resources applicable to governments.
postsecon institutional planning for continuing education,
including information related to Federal and other forms of
student financial assistance;

“(5) supporting training programs designed to enhance the
effectiveness of faculty to teach adult learners;
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“(6) developing curriculum and instructional methods for
adults seeking new employment opportunities;

“(7) demonstrating and disseminating new and existing pro-
grams designed for the adult learner; and

“(8) promoting resource sharing for innovative uses of tech-
nology, includig telecommunications, to overcome barriers to
postsecondary educational opportunities.

“(c) APPLICATION FOR ASSISTANCE.—A grant or contract authorized
by this part may be awarded by the Secretary on a competitive basis
upon receipt of an application, which is submitted to tii Secretary
at such time or times and contains such information as the Sec-
retary may prescribe. Each such application shall—

“(1) contain provisions that demonstrate the existing re-
sources and academic reputation of the institution of higher
education in the field of continuing education and its ability to
conduct such activities; and

*(2) provide for such fiscal control and fund accounting proce-
dures as may be necessary to assure proper disbursement of and
accounting for Federal funds paid to the applicant under this
part.

“AUTHORIZATION LIMITATION

“Sec. 122. No funds are authorized to be appropriated for the
purpose of this part for fiscal year 1987 and the 4 succeeding fiscal
years.

“PART C—THE NATIONAL ADVISORY CoUNCIL ON CONTINUING
EbpucaTtioN

“NATIONAL ADVISORY COUNCIL ON CONTINUING EDUCATION

“Sec. 131. (a) EstaBLisSHMENT AND ComposiTION.—The President
shall appoint a National Advisory Council on Continuing Education
consisting of 8 representatives of Federal agencies having post-
secondary continuing education and training responsibilities, includ-
ing, but not limited to—

“(1) one representative each from—
“(A) the Department of Education,
“(B) the Department of Agriculture,
“(C) the Department of Defense,
“(D) the Department of Labor, and
“(E) the Veterans’ Administration; and
“(2) 12 members, not full-time employees of the Federal
Government, who are knowledgeable and experienced in the
field of continuing education, including State and local govern-
ment officials, representatives of business, labor, and commu-
nity groups, and adults whose educational needs have been
inadequately served.
The Advisory Council shall meet at the call of the Chairman but not
less than twice a year.

“(b) Apvisory FuncTtions.—The Advisory Council shall advise the
Secretary in the preparation of general regulations and with respect
to policies and procedures arising in the administration of this Act
with respect to continuing education.

“(c) FUNCTIONS RELATING TO ELIMINATING DUPLICATION.—The Ad-
visory Council shall examine all federally supported continuing
education and training programs and make recommendations with
regard to policies to eliminate duplication and to effectuate the
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coordination of programs under this Act with respect to continuing
education and other federally funded continuing education and

training programs and services.

?}&.nlgmc;g"l‘r&_m Adyvisory Council shall make annual reports to
the President, the Congress, and the Secretary of its findings and
recommendations, including recommendations for changes in the
provisions of this Act with respect to continuing education and other
Federal laws relating to continuing education and training activi-
ties. The President shall transmit each such report to the Congress
with his comments and recommendations. The Advisory Council
shall make such other reports or recommendations to the President,
the Congress, the Secretary, or the head of any other Federal
department or agency as may be appropriate.

‘te) Use or Services.—The Advisory Council may utilize the
services and facilities of any agency of the Federal Government as
may be necessary. The Advisory Council may accept, employ, and
dispose of gifts or bequests to carry out its responsibilities under this

section.”.
TITLE II—-LIBRARIES

SEC. 201. PURPOSE; AUTHORIZATION.

(a) DesicNATION OF TiTLE.—The heading of title II is amended to
read as follows:

“TITLE II—ACADEMIC LIBRARY AND INFORMATION
TECHNOLOGY ENHANCEMENT".

(b) Purrose.—Section 201(a) of the Act is amended by striking out
paragraph (4) and inserting in lieu thereof the following:

“(4) college and university libraries in acquiring technological
equipment and in conducting research in information tech-
nology in accordance with part D.”.

(c) AUTHORIZATION OF APPROPRIATIONS.—Section 201(b) of the Act
is amended to read as follows:

“(bX1) There are authorized to be appropriated to carry out part A
$10,000,000 for fiscal year 1987, and such sums as may be necessary
for each of the 4 succeeding fiscal years.

“(2) There are authorized to be appropriated to out part B
$5,000,000 for fiscal year 1987, and such sums as may be necessary
for each of the 4 succeeding fiscal years.

“(3) There are authorized to be appropriated to carry out part C
$10,000,000 for fiscal year 1987, and such sums as may be necessary
for each of the 4 succeeding fiscal years.

““(4) There are authorized to be appropriated to carry out part D
$5,000,000 for fiscal year 1987, and such sums as may be necessary
for each of the 4 succeeding fiscal years.”.

SEC. 202. COLLEGE LIBRARY RESOURCES.
Section 211 of the Act is amended to read as follows:

“COLLEGE LIBRARY RESOURCES

“Sec. 211. (a) From the amount ap]propriated for this ;ﬁ:.n, the
Secretary shall make grants to eligible institutions of higher edu-
cation or combinations thereof (and to branches of institutions
which are located in different communities from that in which its
parent institution is located). The amount of a grant under this part

President of U.S.

20 USC 1021.

Post, p. 1289.
Post, p. 1289.
20 USC 1031.

20 USC 1041.

Grants.
20 USC 1029.
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Reports.

shall not be less than $2,000 nor more than $10,000 and shall reflect
the number of full-time equivalent students enrolled at the recipient
institution. If the funds are not sufficient to provide grants to all
eligible institutions, grants shall be made to those institutions dem-
onstrating the greatest need, based on the eligibility criteria in
section 211(c).

“(b) A grant under this part may be made only if the application
provides—

“(1) information about the institution and its library re-
sources as prescribed by the Secretary in regulations;

“(2) satisfactory assurance that the applicant has expended
for all library materials (exclusive of construction) during the
institutional fiscal year preceding the year of application for
which the grant is sought (hereafter in this section referred to
as the ‘base year’), from funds other than funds received under
this part, an amount not less than the average annual agre—
gate amount or the average amount per full-time equivalent
student it expended for such purposes during the two years
preceding the base year;

“(3) for such fiscal control and fund accounting procedures as
are necessary to assure proper disbursement of and accounting
for Federal funds paid to the applicant under this part;

“(4) for making such reports as the Secretary may require,
including a report on how such funds received under a grant
were expende‘fo and for keeping such records and for affording
such access thereto as the Secretary deems necessary to assure
the correctness and verification of such reports; and

“(5) a statement setting forth how the funds received under
this part will be used to improve the quality of the institution’s
library services.

“(c) In order to be considered an eligible institution, an institution
must provide the Secretary assurance that—

“(1) the expenditures of the institution per full-time equivalent
student for library materials are less than the average of the
expenditures for library materials per full-time equivalent stu-
dent by other institutions of comparable size and program, as
determined by the Secretary in accord with definitions estab-
lished by the genter for Education Statistics; and

“(2) the number of volumes per full-time equivalent student is
less than the average of such number of volumes held by
institutions of comparable size and program, as determined by
the Secre in accord with definitions established by the
Center for Education Statistics.

“(d) If the Secretary determines, in accordance with regulations,
that there are very unusual circumstances which prevent the ap-
plicant from making the assurance required by subsection (b)2), the
requirement for such assurance may be waived. For the purpose of
this subsection, the term ‘very unusual circumstances’ means theft,
vandalism, fire, flood, earthquake, or other occurrence which may
temporarily reduce the level of expenditures for library materials,
or which resulted in unusually high expenditures for library
materials.

‘““(e) If the Secretary determines, in accordance with regulations,
that there are very unusual circumstances which prevent an other-
wise eligible institution from qualifg‘iang under subsection (c), the
requirements of subsection (c) may be waived. The Secretary may



PUBLIC LAW 99-498—OCT. 17, 1986 100 STAT. 1289

not grant such waivers to more than 5 percent of the eligible
institutions receiving grants under this part.

“(f) Grants under this part may be used only for books, periodicals,
documents, magnetic tapes, computer software, phonographic
records, audiovisual materials, and other related library materials
(including necessary binding) and for the establishment and mainte-
nance of networks for sharing library resources with other institu-
tions of higher education.”.

SEC. 203. DEFINITION OF FULL-TIME EQUIVALENT STUDENT.

Part A of title II of the Act is further amended by inserting after
section 212 the following new sections:

“DEFINITION

“Skc. 213. For the purpose of this part, the term ‘full-time equiva- 20 USC 1030.
lent students’ means the sum of the number of students enrolled full
time at an institution, plus the full-time equivalent of the number of
students enrolled part time at such institution (determined on the
basis of the quotient of the sum of the credit hours of all part-time
students divided by 12).”.

SEC. 204. REPEAL OF SPECIAL PURPOSE GRANTS.

(a) REPEAL.—Section 224 of the Act is repealed.
(b) ConFORMING AMENDMENTS.—(1) Section 221 of the Act is
amended to read as follows:

20 USC 1034.

“GRANTS AUTHORIZED

“Sec. 221. From the amounts appropriated for this part for altli 20 USC 1031.
fiscal year, the Secretary shall make grants in accordance wi
sections 222 and 223. Of such amount, two-thirds shall be available 20 USC 1032,
for the purpose of section 222 and one-third shall be available for the 1033.
purpose of section 223.”.

(2) Section 231(b) of the Act is amended by striking out “or 224". 20 USC 1041.

SEC. 205. RESEARCH AND DEMONSTRATION.

Section 223 of the Act is amended by striking out “and informa- 20 USC 1033.
tion technology,”.

SEC. 206. STRENGTHENING RESEARCH LIBRARY RESOURCES.

Section 231 of the Act is further amended by inserting at the end 20 USC 1041.
thereof the following new subsection:
“(c) In determining eligibility for assistance under this part, the
Secretary shall permit institutions that do not otherwise qualify to
provide additional information or documents to demonstrate the
national or international significance for scholarly research of the
particular collection described in the grant pro 2,
SEC. 207. COLLEGE LIBRARY TECHNOLOGY AND COOPERATION.

Part D of title II of the Act is amended to read as follows:

“PART D—CoLLEGE LiBRARY TECHNOLOGY AND COOPERATION
GRANTS

‘““ESTABLISHMENT OF PROGRAM

“Sec. 241. (a) The Secretary is authorized to make grants for 20 USC 1047.
technological equipment and other special purposes to—
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“(1) institutions of higher education which demonstrate a
need for special assistance for the planning, development, ac-
quisition, installation, maintenance, or replacement of techno-
logical equipment (including computer hardware and software)
necessary to participate in networks for sharing of library
resources;

“(2) combinations of higher education institutions which dem-
onstrate a need for special assistance in establishing and
strengthening joint-use library facilities, resources, or equip-
ment;

“(3) other public and private nonprofit organizations which
Erovide library and information services to institutions of

igher education on a formal, cooperative basis for the purpose
of establishing, developing, or expanding programs or projects
the(:it improve their services to institutions of higher education;
an

“(4) institutions of higher education conducting research or
demonstration projects to meet special national or regional
needs in utilizing technology to enhance library or information
sciences.

“(b) From funds appropriated for this part, the Secretary shall
make competitive awards to institutions or combinations of institu-
tions in each of the categories described in clauses (1) through (4) of
subsection (a). The minimum award shall be $15,000 and may be
expended over a 3-year period.

‘(c) A grant under this section may be made only if the applica-
tion (whether by an individual institution or a combination of
institutions) is approved by the Secretary on the basis of criteria
prescribed in regulations and provides satisfactory assurance that
the applicant will expend during the 3-year period for which the
grant is sought (from funds other than funds received under this
title), for the same purpose as such grant, an amount from such
other sources equal to not less than one-third of such grant.

“(d) This program shall be administered in the Department by an
expert in library technology.”.

TITLE III—INSTITUTIONAL AID

SEC. 301. INSTITUTIONAL AID REAUTHORIZED.

(a) AMENDMENT.—Title III of the Act is amended to read as
follows:

“TITLE III—INSTITUTIONAL AID

“FINDINGS AND PURPOSES

“Skc. 301. (a) FinpinGgs.—The Congress finds that—

“(1) many institutions of higher education in this era of
declining enrollments and scarce resources face problems which
threaten their ability to survive;

‘(2) the problems relate to the management and fiscal oper-
ations of certain institutions of higher education, as well as to
an inability to engage in long-range planning, recruitment
activities, and development activities, including endowment
buildir:g;

“(3) the title III program prior to 1985 did not always meet the
specific development needs of historically Black colleges and
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universities and other institutions with large concentrations of
minority, low-income students;

“(4) the solution of the problems of these institutions would
enable them to become viable, fiscally stable and independent,
thriving institutions of higher education;

“(5) providing a minimum level of assistance to all categories
of eligible institutions will assure the continued participation of
the institutions in the program established in title III and
enhance their role in providing access and quality education to
low-income and minority students;

“(6) these institutions play an important role in the American
system of higher education, and there is a strong national
interest in assisting them in solving their problems and in
stabilizing their management and fiscal operations, and in be-
coming financially independent; and

“(7) there is a particular national interest in aiding those
institutions of higher education that have historically served
students who have been denied access to postsecondary edu-
cation because of race or national origin and whose participa-
tion in the American system of higher education 1s in the
Nation's interest so that equality of access and quality of post-
secondary education opportunities may be enhanced for all
students.

“(b) Purrose.—It is the purpose of this title to assist such institu-
tions in equalizing educational opportunity through a program of
Federal assistance.

“PART A—STRENGTHENING INSTITUTIONS

“PROGRAM PURPOSE

“Sec. 311. (a) GENERAL AUTHORIZATION.—The Secretary shall 20 USC 1057.
carry out a program, in accordance with this part, to improve the
emic quality, institutional management, and fiscal stability of
eligible institutions, in order to increase their self-sufficiency and
strengthen their capacity to make a substantial contribution to the
h]gher education resources of the Nation.

‘(b) GRaANTS AWARDED; SPECIAL CONSIDERATION.—(1) From the
sums available for this part under section 358(a)(1), the Secretary
may award grants to any eligible institution with an application

approved under section 351 in order to assist such an institution to
plan, develop, or implement activities that promise to strengthen
the institution.
g “(2) Special consideration shall be given to any eligible institu-
ion—

“(A) which has endowment funds (other than any endowment
fund built under section 332 of this Act as in effect on Se tem—
ber 30, 1986, and under part B) the market value of which,
full-time equxvalent student, is less than the average current
market value of the endowment funds, per full-time equivalent
student (other than an {¥ endowment fund built under section
332 of this Act as in effect on September 30, 1986, and under
part B) at similar institutions; or

“(B) which has expenditures per full-time equivalent student
for library materi which is less than the average of the
expenditures for library materials per full-time equivalent stu-
dent by other similarly situated institutions.
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20 USC 1058.

““(8) Special consideration shall be given to applications which
propose, pursuant to the institution’s plan, to engage in—
“(A) faculty development;
“(B) funds and administrative management;
"(C) development and improvement of academic programs;
“(D) acquisition of equipment for use in strengthening funds
management and academic programs;
‘(;(E) joint use of facilities such as libraries and laboratories;
an
“(F) student services.

“DEFINITIONS; ELIGIBILITY

“Skc. 312. (a) EDUCATIONAL AND GENERAL EXPENDITURES.—For the
purpose of this part, the term ‘educational and general expendi-
tures’ means the total amount expended by an institution of higher
education for instruction, research, public service, academic support
(including library expenditures), student services, institutional sup-
port, scholarships and fellowships, operation and maintenance
expenditures for the physical plant, and any mandatory transfers
which the institution is required to pay by law.

“(b) ELiciBLE InsTiTUTION.—For the purpose of this part, the term
‘eligible institution’ means—

(1) an institution of higher education—

“(A) which has an enrollment of needy students as re-
quired by subsection (c) of this section;

“(B) except as provided in section 352(b), the average
educational and general expenditures of wh:ch are low, per
full-time equivalent undergraduate student, in comparison
with the average educational and general expendltures per
full-time equivalent undergraduate student of institutions
that offer similar instruction;

“(CXi) is legally authorized to provide, and provides
within the State, an educational program for which it
awards a bachelor’s degree, or (ii) is a junior or community
college;

“(D) is accredited by a nationally recognized accrediting
agency or association determined by the Secretary to be
reliable authority as to the quality of training offered or is,
according to such an agency or association, making reason-
able progress toward accreditation;

“(E) except as provided in section 352(b) has, during the 5
academic years preceding the academic year for which it
seeks assistance under this part—

“(i) met the requirement of either subparagraph (C)(i)
or (C)ii), or of both such subparagraphs (simulta-
neously or consecutively); and

“(ii) met the requirement of subparagraph (D); and

“(F) meets such other requirements as the Secretary may

“E} any branch of any institution of higher education
described under paragraph (1) which by itself satisfies the
requiremﬁnta contained in subparagraphs (A) and (B) of such

aph;

“(3) any institution of higher education which has an enroll-
ment of which at least 20 percent are Mexican American,
Puerto Rican, Cuban, or other Hispanic students, or combina-
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tion thereof, and which also satisfies the requirements of sub-
paragraphs (A) and (B) of paragraph (1);

“(4) any institution of higher education which has an enroll-
ment of at least 60 percent American Indian, or in the case of
Alaska natives, an enrollment of at least 5 percent, and which
also satisfies the requirements of subparagraphs (A), (B), (C),
and (D) of paragraph (1); and

“(5) any institution of higher education which has an enroll-
ment of which at least 5 percent are Native Hawaiian, Asian
American, American Samoan, Micronesian, Guamian
(Chamorro), and Northern Marianian, or any combination
thereof, and which also satisfies the requirements of subpara-
graphs (A) and (B) of paragraph (1).

For purposes of the determination of whether an institution is an
eligible institution under this paragraph, the factor described under
paragraph (1(A) shall be given twice the weight of the factor
described under paragraph (1)B).

“(c) ENROLLMENT OF NEEDY STUDENTS.—For the purpose of this
part, the term ‘enrollment of needy students’ means an enrollment
at an institution of higher education or a junior or community
college which includes—

“(1) at least 50 percent of the degree students so enrolled who
are receiving need-based assistance under title IV of this Act
(other than loans for which an interest subsidy is paid pursuant
to section 428), or

“(2) a substantial percentage of students receiving Pell Grants
in the second preceding fiscal year, in comparison with the
percentage of students receiving Pell Grants at all such institu-
tions in such fiscal year, unless the requirement of this subdivi-
sion is waived under section 352(a).

“(d) FuLL-TiME EQuUIVALENT StupeENTS.—For the purpose of this
part, the term ‘full-time equivalent students’ means the sum of the
number of students enrolled full time at an institution, plus the full-
time equivalent of the number of students enrolled part time (deter-
mined on the basis of the quotient of the sum of the credit hours of
all part-time students divided by 12) at such institution.

“(e) Juntor or CommunITY COLLEGE.—For the purpose of this
part, the term ‘junior or community college’ means an institution of
higher education—

“(1) that admits as regular students persons who are beyond
the age of compulsory school attendance in the State in which
the institution is located and who have the ability to benefit
from the training offered by the institution;

“(2) that does not provide an educational program for which it
awz(l;is t}:a bachelor’s degree (or an equivalent degree); and

i t‘—'

“(A) provides an educational program of not less than 2
years that is acceptable for full credit toward such a degree,
or

“(B) offers a 2-year program in engineering, mathematics,
or the physical or biological sciences, designed to prepare a
student to work as a technician or at the semiprofessional
level in engineerins, scientific, or other technological fields
requiring the understanding and application of basic
engineering, scientific, or mathematical principles of
knowledge.



100 STAT. 1294 PUBLIC LAW 99-498—OCT. 17, 1986

20 USC 1069.

20 USC 1060.

T USC 301 note.

20 USC 1061.

“DURATION OF GRANT

“Sec. 313. (a) GENERAL RULE.—The Secretary may award a grant
to an eligible institution under this part for—

“(1) not to exceed 3 years;

“(2) not to exceed 4 years; or

“(3) not to exceed 5 years.

“(b) ProHIiBITION.—An eligible institution that is awarded a
grant—

“(1) under paragraph (2) of subsection (a) shall not be eligible
to receive a grant under this part during the 4 years imme-
diately following the period that it received such grant; and

*(2) under paragraph (3) of subsection (a) shall not be eligible
to receive a grant under this part during the 5 years imme-
diately following the period that it received such grant.

“(c) PLANNING GRANTS.—Notwithstanding subsection (a), the Sec-
retary may award a grant to an eligible institution under this part
for a period of one year for the purpose of preparation of plans and
applications for a grant under this part.

“PART B—STRENGTHENING HisTORICALLY BLACK COLLEGES AND
UNIVERSITIES

“FINDINGS AND PURPOSES

“Sec. 321. The Congress finds that—

“(1) the historically Black colleges and universities have
contributed significantly to the effort to attain equal oppor-
tunity through econdary education for Black, low-income,
and educationally disadvantaged Americans;

“(2) States and the Federal Government have discriminated
in the allocation of land and financial resources to support
Black public institutions under the Morrill Act of 1862 and its
progeny, and 11% ainst public and private Black colleges and
universities in the award of Federal grants and contracts, and
the distribution of Federal resources under this Act and other
Federal programs which benefit institutions of higher edu-
cation;

“(3) the current state of Black colleges and universities is
partly attributable to the discriminatory action of the States
and the Federal Government and this discriminatory action
requires the remedy of enhancement of Black postsecondary
institutions to ensure their continuation and participation in
fulfilling the Federal mission of equality of educational oppor-
tunity; and

“(4) financial assistance to establish or strengthen the phys-
ical plants, financial mana%ement academic resources, and
endowments of the historically Black colleges and universities
are appropriate methods to enhance these institutions and
facilitate a decrease in reliance on governmental financial sup-
port and to encourage reliance on endowments and private
sources.

‘‘DEFINITIONS

“Sec. 322. For the purpose of this part:
“(1) The term ‘graduate’ means an individual who has at-
tended an institution for at least three semesters and fulfilled
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academic requirements for undergraduate studies in not more
than 5 consecutive school years.

“(2) The term ‘part B institution’ means any historically
Black college or university that was established prior to 1964,
whose principal mission was, and is, the education of Black
Americans, and that is accredited by a nationally recognized
accrediting agency or association determined by the Secretary
to be a reliable authority as to the quality of training offered or
is, according to such an agency or association, making reason-
able progress toward accreditation.

“(3) The term ‘Pell Grant recipient’ means a recipient of
financial aid under subpart 1 of part A of title IV of this Act.

“(4) The term ‘professional and academic areas in which
Blacks are underrepresented’ shall be determined by the Sec-
retary and the Commissioner of the Bureau of Labor Statistics,
on the basis of the most recent available satisfactory data, as
professional and academic areas in which the percentage of
Black Americans who have been educated, trained, and em-
ployed is less than the percentage of Blacks in the general
population.

“(5) The term ‘school year’ means the period of 12 months
beginning July 1 of any calendar year and ending June 30 of the
following calendar year.

“GRANTS TO INSTITUTIONS

“Sec. 323. (a) GENERAL AUTHORIZATION; Uses or Funps.—From 20 USC 1062.
amounts available under section 358(a)2) in any fiscal year the
Secretary shall make grants (under section 324) to institutions
which have applications approved by the Secretary (under section
325) for any of the following uses:

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

*(2) Construction, maintenance, renovation, and improvement
in classroom, library, laboratory, and other instructional
facilities.

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

“(4) Academic instruction in disciplines in which Black
Americans are underrepresented.

“(6) Purchase of library books, periodicals, microfilm, and
other educational materials.

“(6) Tutoring, counseling, and student service programs
designed to improve academic success.

“(b) LimrraTions.—(1) No grant may be made under this Act for
any educational program, activity, or service related to sectarian
instruction or religious worship, or provided by a school or depart-
ment of divinity. For the purpose of this subsection, the term ‘school
or department of divinity’ means an institution whose program is
specifically for the education of students to prepare them to become
ministers of religion or to enter upon some other religious vocation,
or to prepare them to teach theological subjects.

“(2) Not more than 50 percent of the allotment of any institution
may be available for the purpose of constructing or maintaining a
classroom, library, laboratory, or other instructional facility.
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20 USC 1063.

20 USC 1063a.

““ALLOTMENTS TO INSTITUTIONS

“Sgc. 324. (a) ALLOTMENT; PELL GRANT Basis.—From the amounts
appropriated to carry out this part for any fiscal year, the Secretary
shall allot to each part B institution a sum which bears the same
ratio to one-half that amount as the number of Pell Grant recipients
in attendance at such institution at the end of the school year
preceding the beginning of that fiscal year bears to the total number
of Pell Grant recipients at all part B institutions.

“(b) ALLOTMENT; GRADUATES Basis.—From the amounts appro-
priated to carry out this part for any fiscal year, the Secretary shall
allot to each part B institution a sum which bears the same ratio to
one-fourth that amount as the number of graduates for such school
year at such institution bears to the total number of graduates for
such school year at all part B institutions.

“(c) ALLOTMENT; GRADUATE AND PROFESSIONAL STUDENT Basis.—
From the amounts appropriated to carry out this part for any fiscal
year, the Secretary shall allot to each part B institution a sum
which bears the same ratio to one-fourth that amount as the
number of graduates, who are admitted to and in attendance at a
graduate or professional school in a degree program in disciplines in
which Blacks are underrepresented, bears to the number of such
graduates for all part B institutions.

“(d) ReaLLotMENT.—The amount of any part B institution’s allot-
ment under subsection (a), (b), or (c) for any fiscal year which the
Secretary determines will not be required for such institution for
the period such allotment is available shall be available for reallot-
ment from time to time on such date during such period as the
Secretary may determine to other part B institutions in proportion
to the original allotment to such other institutions under this
section for such fiscal year.

“(e) SpEciaAL MERGER RULE.—(1) The Secretary shall permit any
eligible institution for a grant under part B in any fi year prior
to the fiscal year 1986 to apply for a grant under this part if the
eligible institution has merged with another institution of higher
education which is not so eligible or has merged with an eligible
institution.

‘2) The Secretary may establish such regulations as may be
necessary to carry out the requirement of paragraph (1) of this
subsection.

“(f) SpeciaAL RuLe ror CeERTAIN DistricT OF COoLUMBIA ELIGIBLE
InsTITUTIONS.—In any fiscal year that the Secretary determines that
Howard University or the University of the District of Columbia
will receive an allotment under subsections (b) and (c) of this section
which is not in excess of amounts received by Howard University
under the Act of March 2, 1867 (14 Stat. 438; 20 U.S.C. 123), relating
to annual authorization of appropriations for Howard University, or
by the University of the District of Columbia under the District of
Columbia Self-Government and Governmental Reorganization Act
(87 Stat. 774) for such fiscal year, then Howard University and the
University of the District of Columbia, as the case may be, shall be
ineligible to receive an allotment under this section.

“APPLICATIONS

“Skc, 325. (a) ConTENTS.—No part B institution shall be entitled to
its allotment of Federal funds for any grant under section 324 for
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any period unless that institution meets the requirements of sub-
paragraphs (C), (D), and (E) of section 312(bX1) and submits an
application to the Secretary at such time, in such manner, and
containing or accompanied by such information, as the Secretary
may reasonably require. Each such application shall—
“(1) provide that the payments under this Act will be used for
the purposes set forth in section 322; and
‘/2) provide for making an annual report to the Secretary and
provide for—
“(A) conducting, except as provided in subparagraph (B),
a financial and compliance audit of an eligible institution,
with regard to any funds obtained by it under this title at
least once every 2 years and covering the period since the
most recent audit, conducted by a qualified, independent
organization or person in accordance with standards estab-
lished by the Comptroller General for the audit of govern-
mental organizations, programs, and functions, and as
prescribed in regulations of the Secretary, the results of
which shall be submitted to the Secretary; or
‘(B) with regard to an eligible institution which is au-
dited under chapter 75 of title 31, United States Code, 31 USC 7501.
deeming such audit to satisfy the requirements of subpara-
graph (A) for the period covered by such audit.

“(b) ApprovaL.—The Secretary shall approve any application
which meets the requirements of subsection (a) and shall not dis-
approve any application submitted under this part, or any modifica-
tion thereof, without first affording such institution reasonable
notice and opportunity for a hearing.

“PROFESSIONAL OR GRADUATE INSTITUTIONS

“Sec. 326. (a) GENERAL AUTHORIZATION.—(1) Subject to the avail- Grants.
ability of funds appropriated to carry out this section, the Secretary 20 USC 1063b.
shall award program grants to each of the postgraduate institutions
listed in subsection (e) that is determined by the Secretary to be
making a substantial contribution to the legal, medical, dental,
veterinary, or other graduate education opportunities for Black
Americans.

“(2) No grant in excess of $500,000 may be made under this section
unless the postgraduate institution provides assurances that 50
percent of the cost of the purposes for which the grant is made will
be paid from non-Federal sources.

‘“(b) DurATION.—Grants shall be made for a period not to exceed 5
years. No more than two 5-year grants (for a period of not more than
10 years) may be made to any one undergraduate or postgraduate
institution.

“lc) Uses oF Funps.—A grant under this section may be used for—

“(1) any of the purposes enumerated under section 323;

“2) to establish or improve a development office to
strengthen and increase contributions from alumni and the
private sector; and

‘43) to assist in the establishment or maintenance of an
institutional endowment to facilitate financial independence

ursuant to section 333 of this title.

“(d) AppLICATION.—Any institution eligible for a grant under this
section shall submit an application which—
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“(1) demonstrates how the grant funds will be used to improve
graduate educational opportunities for Black and low-income
students, and lead to greater financial independence; and

“(2) provides, in the case of applications for grants in excess of
$500,000, the assurances required by subsection (a)2) and speci-
fies the manner in which the eligible institution is going to pay
the non-Federal share of the cost of the application.

“(e) ELIGIBLE PROFESSIONAL OR GRADUATE INSTITUTIONS.—
Independent professional or graduate institutions eligible for grants
under subsection (a) include—

(1) Morehouse School of Medicine;

‘“(2) Meharry Medical School;

“(3) Charles R. Drew Postgraduate Medical School;

“(4) Atlanta University; and

““(5) Tuskegee Institute School of Veterinary Medicine.

“REPORTING AND AUDIT REQUIREMENTS

Grants. “Sec, 327. (a) RecorpkEEPING.—Each recipient of a grant under
20 USC 1063c.  this Act shall keep such records as the Secretary shall prescribe,
including records which fully disclose—
“(1) the amount and disposition by such recipient of the
proceeds of such assistance;
“(2) the cost of the project or undertaking in connection with
which such assistance is given or used;
“(3) the amount of that portion of the cost of the project or
undertaking supplied by other sources; and
“(4) such other records as will facilitate an effective audit.
“(b) REPAYMENT OF UNEXPENDED FUNDS.—Any funds paid to an
institution and not expended or used for the purposes for which the
funds were paid within 10 years following the date of the initial
grant awarded to an institution under part B of this title shall be
repaid to the Treasury of the United States.

“ParT C—CHALLENGE GRANTS FOR INSTITUTIONS ELIGIBLE FOR
AssiSTANCE UNDER PART A orR ParT B

“ESTABLISHMENT OF CHALLENGE GRANT PROGRAM

20 USC 1064. “Sec. 831. (a) GENERAL AUTHORIZATION; EL1GIBILITY.—(1) From the
sums available under section 360(a)X3) for each fiscal year, the
Secretary may award a challenge grant to each institution—

“(A) which is an eligible institution under part A or would be
considered to be such an institution if section 312(b)1XC) re-
ferred to a postgraduate degree rather than a bachelor’s degree;

“(B) which is an institution under part B or would be consid-
ered to be such an institution if section 324 referred to a
postgraduate degree rather than a baccalaureate degree; or

“(C) which is an institution that makes a substantial contribu-
tion to postgraduate medical educational opportunities for
minorities and the economically disadvantaged.

Disadvantaged “(2) The Secretary may waive the requirements set forth in
inorities subparagraphs (A) and (B) of paragraph (1) with respect to a post-

graduate degree in the case of any institution otherwise eligible
under such paragraph for a challenge grant upon determining that
the institution makes a substantial contribution to medical edu-



PUBLIC LAW 99-498—OCT. 17, 1986 100 STAT. 1299

catiu(;: opportunities for minorities and the economically disadvan-
taged.

“(b) Uses or Funps.—A grant under this section may be used by
an institution eligible for a grant under this section to assist the
institution to achieve financial independence.

“(c) DuraTiION OF GrRANT.—The Secretary may make a grant
under this section for a period of not more 5 years, subject to
annual appropriations.

“(d) CONTENTS OF APPLICATIONS.—Any institution eligible for a State and local
challenge grant under this section may apply for such a grant under governments.
sgcaiiilon 351, except that the application for the purpose of this part
s —

“(1) provide assurances that funds will be available to the
applicant within one year to match funds that the Secretary is
requested to make available to the institution as a challenge
grant;

“(2) in the case of an application by a public institution,
contain the recommendations of an appropriate State agency
responsible for higher education in the State, or provide evi-
dence that the institution requested the State agency to com-
ment but the State agency failed to comment; and

“(3) demonstrate how challenge grant funds will be used to
achieve financial independence.

“(e) Norice oF ApprovAL.—Not later than April 1 of the fiscal
year preceding the fiscal year in which any grant is to be made
under this section, the Secretary shall determine which institutions
will receive challenge grants under such section and notify the
institutions of the amount of the grant.

“(f) PreFERENCE.—In approving applications for such grants, pref-
erence shall be given to institutions which are receiving, or have
received, grants under part A or part B of this title.

“ENDOWMENT CHALLENGE GRANTS

“Sec. 332. (a) Purprosg; DEFiNiTIONS.—(1) The purpose of this 20 USC 1065.
section is to establish a program to provide matching grants to
eligible institutions of higher education in order to establish or
increase endowment funds at such institutions, to provide additional
incentives to promote fund raising activities by such institutions,
and to foster increased independence and self-sufficiency at such
institutions.

“(2) For the purpose of this section:

“(A) The term ‘endowment fund’ means a fund established by
State law, by an institution of higher education, or by a founda-
tion which is exempt from taxation and is maintained for the
gurpose of generating income for the support of the institution,

ut which shall not include real estate.

“(B) The term ‘endowment fund corpus’ means an amount
equal to the grant or grants awarded under this section Ius an
amount equal to such grant or grants provided the
institution.

“(C) The term ‘endowment fund income’ means an amount
equal to the total value of the endowment fund established
under this section minus the endowment fund corpus.

“(b) GranTs AuTHORIZED.—(1) From sums available for this sec-
tion under section 360, the Secretary is authorized to award chal-
lenge grants to eligible institutions of higher education to establish

71-194 0 - 89 - 7 : QL. 3 Partz2
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or increase an endowment fund at such institution. Such grants
shall be made only to eligible institutions described in paragraph (4)
whose applications have been approved pursuant to subsection (g).

“(2)(A) Except as provided in subparagraph (B), no institution
shall receive a grant under this section, unless such institution has
deposited in its endowment fund established under this section an
amount equal to the amount of such grant. The source of funds for
this institutional match shall not include Federal funds or funds
from an existing endowment fund.

“(B) In any fiscal year in which the appropriations for this part
exceeds $10,000,000, the Secretary may make a grant under this
part to an eligible institution of higher education if such institu-
tion—

“(i) has deposited in its endowment fund established under
this section an amount which is equal to one-half of the amount
of such grant; and

“(ii) applies for a grant in an amount exceeding $1,000,000.

“(C) An eligible institution of higher education that is awarded a
grant under this section shall not be eligible to reapply for a grant
under this section during the 10 years immediately following the
period that it received such grant.

“(3) The period of a grant under this section shall be not more
than 20 years. During the grant period, an institution may not
withdraw or expend any of the endowment fund corpus. After the
termination of the grant period, an institution may use the endow-
ment fund corpus plus any endowment fund income for any edu-
cational purpose.

‘(4)(A) An institution of higher education is eligible to receive a
grant under this section if it is an eligible institution as described in
section 331(a)(1).

‘YB) No institution shall be ineligible for a challenge grant under
this section for a fiscal year by reason of the previous receipt of such
a grant but no institution shall be eligible to receive such a grant for
more than 2 fiscal years out of any period of 5 consecutive fiscal
years.

“(5) Except as provided in paragraph (2)(B), a challenge grant
under this section to an eligible institution year shall—

“(A) not be less than $50,000 for any fiscal year; and

“(B) not be more than (i) $250,000 for fiscal year 1987; or (ii)
$500,000 for fiscal year 1988 or any succeeding fiscal year.

“(6)A) An eligible institution may designate a foundation, which
was established for the purpose of raising money for the institution,
as the recipient of the grant awarded under this section.

‘B) The Secretary shall not award a grant to a foundation on
behalf of an institution unless—

“(i) the institution assures the Secretary that the foundation
is legally authorized to receive the endowment fund corpus and
is legally authorized to administer the fund in accordance with
this section and any implementing regulation;

“(ii) the foundation agrees to administer the fund in accord-
ance with the requirements of this section and any implement-
ing regulation; and

“(iii) the institution agrees to be liable for any violation by the
foundation of the provisions of this section and any implement-
ing regulation, including any monetary liability that may arise
as a result of such violation.
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“(c) GRANT AGREEMENT; ENDOWMENT FunD ProOvisions.—(1) An
institution awarded a grant under this section shall enter into an
agreement with the Secretary containing satisfactory assurances
that it will (A) immediately comply with the matching requirements
of subsection (b)(2), (B) establish an endowment fund independent of
any other such fund of the institution, (C) invest the endowment
fund corpus, and (D) meet the other requirements of this section.

“(2)(A) An institution shall invest the endowment fund corpus and Securities.
endowment fund income in low-risk securities in which a regulated Insurance.
insurance company may invest under the law of the State in which banking
the institution is located such as a federally insured bank savings 3
account or comparable interest-bearing account, certificate of de-
gosit, money market fund, mutual fund, or obligations of the United

tates.

“(B) The institution, in investing the endowment fund established
under this section, shall exercise the judgment and care, under the
circumstances then prevailing, which a person of prudence, discre-
tion, and intelligence would exercise in the management of such
person’s own affairs.

“(3XA) An institution may withdraw and expend the endowment
fund income to defray any expenses necessary to the operation of
such college, including expenses of operations and maintenance,
administration, academic and support personnel, construction and
renovation, community and student services programs, and tech-
nical assistance.

“(BXi) Except as provided in clause (ii), an institution may not
spend more than 50 percent of the total aggregate endowment fund
income earned prior to the time of expenditure.

“(ii) The Secretary may permit an institution to spend more than
50 percent of the endowment fund income notwithstanding clause (i)
if the institution demonstrates such an expenditure is necessary
because of (I) a financial emergency, such as a pending insolvency or
temporary liquidity problem; (II) a life-threatening situation occa-
sioned by a natural disaster or arson; or (III) any other unusual
occurrence or exigent circumstance.

“(d) RepAYMENT Provisions.—(1) If at any time an institution
withdraws Ea.rt of the endowment fund corpus, the institution shall
repay to the Secretary an amount equal to 50 percent of the
withdrawn amount, which represents the Federal share, plus
income earned thereon. The Secretary may use such repaid funds to
make additional challenge grants, or to increase existing endow-
ment grants, to other eligible institutions.

“(2) If an institution expends more of the endowment fund income
than is permitted under subsection (c), the institution shall repay
the Secretary an amount equal to 50 percent of the amount improp-
erly expended (representing the Federal share thereof). The Sec-
retary may use such repaid fund to make additional challenge
grants, or to increase existing challenge grants, to other eligible
institutions.

“(e) AupiT INFORMATION.—AR institution receiving a grant under
this section shall provide to the Secretary (or a designee thereof)
such information (or access thereto) as may be necessary to audit or
examine expenditures made from the endowment fund corpus or
income in order to determine compliance with this section.

“(f) SELECTION CRITERIA.—In selecting eligible institutions for grants
under this section for any fiscal year, the Secretary shall—
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‘(1) give priority to an atpplicant which is a recipient of a grant
made under part A or B of this title during the academic year in
which the applicant is applying for a grant under this section;

“(2) give priority to an applicant with a greater need for such
a grant, based on the current market value of the applicant’s
existing endowment in relation to the number of full-time
equivalent students enrolled at such institution; and
“(3) consider—
“(A) the effort made by the applicant to build or maintain
its existing endowment fund; and
‘(B) the degree to which an applicant proposes to match
the grant with nongovernmental funds.

(g) ApPLICATION.—Any institution which is eligible for assistance

under this section may submit to the Secretary a grant application

at such time, in such form, and containing such information as the

Secretary may prescribe. Subject to the avrailabilii;}v1 of appropria-

tions to carry out this section and consistent with the requirement

of subsection (f), the Secretary may approve an application for a

grant if an institution, in its application, provides adequate assur-

ances that it will comply with the requirements of this section.

“(h) TErMINATION AND RECOVERY PRroOvisions.—(1) After notice
and an opportunity for a hearing, the Secretary may terminate and
recover a grant awarded under this section if the grantee institu-
tion—

“(A) expends portions of the endowment fund corpus or ex-
pends more than the permissible amount of the endowment
funds income as prescribed in subsection (c)(3);

“(B) fails to invest the endowment fund in accordance with
the investment standards set forth in subsection (c)2); or

“(C) fails to properly account to the Secretary concerning the
investment and expenditures of the endowment funds.

“(2) If the Secretary terminates a grant under paragraph (1), the
grantee shall return to the Secretary an amount equal to the sum of
each original grant under this section plus income earned thereon.
The Secretary may use such repaid funds to make additional endow-
ment grants, or to increase existing challenge grants, to other
eligible institutions under this part.

[

“ParT D—GENERAL PROVISIONS

““APPLICATIONS FOR ASSISTANCE

“Sec. 351. (a) AppLicATION REQUIRED; APPROVAL.—ANYy institution
which is eligible for assistance under this title shall submit to the
Secretary an application for assistance at such time, in such form,
and containing such information, as may be necessary to enable the
Secretary to evaluate its need for assistance. Subject to the availabil-
ity of appropriations to carry out this title, the Secretary may
approve an application for a grant under this title if the application
meets the requirements of subsection (b) and shows that the ap-
plicant is eligible for assistance in accordance with the part of this
title under which the assistance is sought.

h;lal)) CoNTENTS.—An institution, in its application for a grant,
8 —

‘(1) set forth, or describe how the institution (other than an

institution applying under part C) will develop, a comprehen-
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sive development plan to strengthen the institution’s academic
quality and institutional management, and otherwise provide
for institutional self-sufficiency and growth (including measur-
able objectives for the institution and the Secretary to use in
monitoring the effectiveness of activities under this title);

“(2) set forth policies and procedures to ensure that Federal
funds made available under this title for any fiscal year will be
used to supplement and, to the extent practical, increase the
funds that would otherwise be made available for the purposes
of section 311(b) or 323, and in no case supplant those funds;

“@3) set forth policies and procedures for evaluating the
effectiveness in accomplishing the purpose of the activities for
which a grant is sought under this title;

“(4) provide for such fiscal control and fund accounting proce-
dures as may be necessary to ensure proper disbursement of and
accounting for funds made available to the applicant under this
title;

“(5) provide (A) for making such reports, in such form and Reports.
containing such information, as the Secretary may require to
carry out the functions under this title, including not less than
one report annually setting forth the institution's progress
toward achieving the objectives for which the funds were
awarded, and (B) for keeping such records and affording such
access thereto, as the Secretary may find necessary to assure
the correctness and verification of such reports;

“(6) provide that the institution will comply with the limita-
tions set forth in section 356;

“(T) describe in a comprehensive manner any proposed project
for which funds are sought under the application and include—

“(A) a description of the various components of the pro-
posed project, including the estimated time required to
complete each such component;

“(B) in the case of any development project which consists
of several components (as described by the applicant pursu-
ant to subparagraph (A)), a statement identifying those
components which, if separately funded, would be sound
investments of Federal funds and those components which
would be sound investments of Federal funds only if funded
under this title in conjunction with other parts of the
development project (as specified by the applicant);

“(C) an evaluation by the applicant of the priority given
any proposed project for which funds are sought in relation
to any other projects for which funds are sought by the
applicant under this title, and a similar evaluation regard-
ing priorities among the components of any single proposed
project (as described by the applicant pursuant to subpara-
graph (A));

“(D) information explaining the manner in which the
proposed project will assist the applicant to prepare for the
critical financial problems that all institutions of higher
education will face during the subsequent decade as a result
of declining enrollment, and other problems;

“(E) a detailed budget showing the manner in which
funds for any proposed project would be spent by the ap-
plicant; and
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‘“(F) a detailed description of any activity which involves
the expenditure of more than $25,000, as identified in the
budget referred to in subparagraph (E); and

“(8) include such other information as the Secretary may
prescribe.

“(c) Priority CriTErIA PusLicaTioN ReQuIRED.—The Secretary
shall publish in the Federal Register, pursuant to chapter 5 of title
5, United States Code, all policies and procedures required to exer-
cise the authority set forth in subsection (a). No other criteria,
policies, or procedures shall apply.

“(d) EriciBiLiTY DATA.—The Secretary shall use the most recent
and relevant data concerning the number and percentage of stu-
dents receiving need-based assistance under title IV of this Act in
making eligibility determinations under section 312 and shall ad-
vance the base-year forward following each annual grant cycle.

“WAIVER AUTHORITY AND REPORTING REQUIREMENT

“Sec. 352. (a) WAIVER REQUIREMENTS; NEED-BASED ASSISTANCE
StupeNTs.—The Secretary shall waive the requirements set forth in
section 312(b)X1)(A) in the case of an institution—

“(1) which is extensively subsidized by the State in which it is
located and charges low or no tuition;

“(2) which serves a substantial number of low- and middle-
income students as a percentage of its total student population;

“(3) which is contributing substantially to increasing higher
education opportunities for educationally disadvantaged,
underrepresented, or minority students, who are low-income
individuals;

“(4) which is substantially increasing higher educational
opportunities for individuals in rural or other isolated areas
which are unserved by postsecondary institutions;

“(5) located on or near an Indian reservation or a substantial
population of Indians, if the Secretary determines that the
waiver will substantially increase higher education opportuni-
ties appropriate to the needs of American Indians; or

“(6) wherever located, if the Secretary determines that the
waiver will substantlally increase higher education opportuni-
ties appropriate to the needs of Black Americans, Hispanic
Americans, Native Americans, Asian Americans, or Pacific
Islanders, including Native Hawaiians.

“(b) WAIVER DETERMINATIONS; EXPENDITURES.—(1) The Secretary
may waive the requirements set forth in section 312(b)1XB) if the
Secretary determines, based on persuasive evidence submitted by
the institution, that the institution’s failure to meet that criterion is
due to factors which, when used in the determination of compliance
with such criterion, distort such determination, and that the institu-
tion's designation as an eligible institution under part A is other-
wise consistent with the purposes of such parts.

“(2) The Secretary shall submit to the Congress every other year a
report concerning the institutions which, although not satisfying the
criterion contained in section 312(b)(1XB), have been determined to
be eligible institutions under part A institutions which enroll
significant numbers of Black American, Hispanic, Native American,
Asian American, or Native Hawaiian students under part A, as the
case may be. Such report shall—
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“(A) identify the factors referred to in paragraph (1) which
were considered by the Secretary as factors that distorted the
determination of compliance with subparagraphs (A) and (B) of
section 312(b)1); and

“(B) contain a list of each institution determined to be an
eligible institution under part A including a statement of the
reasons for each such determination.

““APPLICATION REVIEW PROCESS

“Sec. 353. (a) REviEw PANEL.—(1) All applications submitted 20 USC 1068.
under this title by institutions of higher education shall be read by a
panel of readers composed of individuals selected by the Secretary.
The Secretary shall assure that no individual assigned under this
section to review any application has any conflict of interest with
regard to the application which might impair the impartiality with
which the individual conducts the review under this section.

“(2) The Secretary shall take care to assure that representatives of
historically and predominantly Black colleges, Hispanic institutions,
Native American colleges and universities, and institutions with
substantial numbers of Hispanics, Native Americans, Asian Ameri-
cans, and Native American Pacific Islanders (including Native
Hawaiians) are included as readers.

“(3) All readers selected by the Secretary shall receive thorough Grants.
instruction from the Secretary regarding the evaluation process for
applications submitted under this title and consistent with the
provisions of this title, including—

“(A) explanations and examples of the types of activities
referred to in section 311(b) that should receive special consider-
ation for grants awarded under part A and of the types of
activities referred to in section 323 that should receive special
consideration for grants awarded under part B;

“(B) an enumeration of the factors to be used to determine the
quality of applications submitted under this title; and

“(C) an enumeration of the factors to be used to determine
whether a grant should be awarded for a project under this title,
the z:mount of any such grant, and the duration of any such
grant.

“(b) RecoMMENDATIONS OF PANEL.—In awarding grants under this
title, the Secretary shall take into consideration the recommenda-
tions of the panel made under subsection (a).

“(c) NoriFication.—Not later than June 30 of each year, the
Secretary shall notify each institution of higher education making
an application under this title of—

(1) the scores given the applicant by the panel pursuant to
this section;

“(2) the recommendations of the panel with respect to such
application; and

“(3) the reasons for the decision of the Secretary in awarding
or refusing to award a grant under this title, and any modifica-
tions, if any, in the recommendations of the panel made by the
Secretary.

“COOPERATIVE ARRANGEMENTS

“Sec. 354. (a) GENERAL AutHORITY.—The Secretary may make Grants.
grants to encourage cooperative arrangements— 20 USC 10689.
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‘(1) with funds available to carry out part A, between institu-
tions eligible for assistance under part A and between such
ineititutions and institutions not receiving assistance under this
title; or

“(2) with funds available to carry out part B, between institu-
tions eligible for assistance under part B and institutions not
receiving assistance under this title;

for the activities described in section 311(b) or section 323, as the
case may be, so that the resources of the cooperating institutions
might be combined and shared to achieve the purposes of such parts
and avoid costly duplicative efforts and to enhance the development
of Part A and part B eligible institutions.

(b) PrioriTY.—The Secretary shall give priority to grants for the
purposes described under subsection (a) whenever the Secretary
determines that the cooperative arrangement is geographically and
economically sound or will benefit the applicant institution.

“(c) DuraTiON.—Grants to institutions having a cooperative
arrangement may be made under this section for a period as deter-
mined under section 313 or section 323.

“SPECIAL PAYMENTS RULES

“Sec. 355. (a) HistoricaLLy BrLAck CoLLEGE PAYMENTS RULE—
Any historically Black college or university which, prior to Septem-
ber 30, 1986, received a grant under part A of this title as in effect
prior to such date and continues to receive a grant under such part
A for any fiscal year beginning after September 30, 1986, and ending
prior to October 1, 1991, shall be paid from amounts appropriated to
carry out part B of this title.

“(b) OTHER INsTITUTIONS SPECIAL PAYMENT RULE.—Each eligible
institution other than an historically Black college or university
which received a grant under part B of this title as in effect prior to
such date and continues to receive a grant under such part B for any
fiscal year beginning after September 30, 1986, and ending prior to
October 1, 1991, shall be paid out of appropriations made pursuant

‘?:) SPECIAL RULE FOR UNOBLIGATED PART A AND PArT B FUNDS.—
In any fiscal year in which amounts appropriated pursuant to part
A or part B for this title are available for obligation in the year
succeeding the year in which the funds were appropriated, the
Secretary shall make such funds available for grants under section
332, relatin% to the endowment challenge grant program, for the
same type of institution for which the grants would have been made
had the funds been paid pursuant to such part A or part B.

“ASSISTANCE TO INSTITUTIONS UNDER OTHER PROGRAMS

“Sgc. 356. (a) AssisTANCE ErigisiLiTy.—Each institution which the
Secretary determines to be an institution eligible under part A or an
institution eligible under part B shall be eligible for waivers in
accordance with subsection (b).

“(b) Warver AppLicaBILITY.—(1) Subject to, and in accordance
with, regulations promulgated for the purpose of this section, in the
case of any application by an institution referred to in subsection (a)
for assistance under any proirams specified in paragraph (2), the
Secretary is authorized, if such application is otherwise approvable,
to waive any requirement for a non-Federal share of the cost of the
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program or project, or, to the extent not inconsistent with other law,
to give, or require to be given, priority consideration of the applica-
tion in relation to applications from other institutions.

“(2) The provisions of this section shall apply to any program
authorized by title II, IV, VII, or VIII of this Act.

“(c) LimrraTioN.—The Secretary shall not waive, under subsection
(b), the non-Federal share requirement for any program for applica-
tions which, if approved, would require the expenditure of more
than 10 percent of the appropriations for the program for any fiscal
year.

“LIMITATIONS

“Sec. 357. The funds appropriated under section 360 may not be State and local
used— overnments.
“(1) for a school or department of divinity or any religious 20 USC 106%.
worship or sectarian activity;
“(2) for an activity that is inconsistent with a State plan for
desegregation of higher education applicable to such institution;
“(3) for an activity that is inconsistent with a State plan of
higher education applicable to such institution; or
“(4) for purposes other than the purposes set forth in the
approved application under which the funds were made avail-
able to the institution.

“PENALTIES

“Sec. 358. Whoever, being an officer, director, agent, or employee 20 USC 1069d.
of, or connected in any capacity with, any recipient of Federal
financial assistance or grant pursuant to this title embezzles, will-
fully misapplies, steals, or obtains by fraud any of the funds which
are the su%'ect of such grant or assistance, shall be fined not more
than $10,000 or imprisoned for not more than 2 years, or both.

“CHALLENGE GRANT APPLICATION REQUIRED

“Sec. 359. The Secretary shall not make a Challenge Grant to any 20 USC 1069.
grantee institution under section 313(aX2) or under part B which has
not applied for funds under part C and complied with section
332(a)(1) of part C after September 30, 1989.

“AUTHORIZATIONS OF APPROPRIATIONS

“Sec. 360. (a) AurHORIZATIONS.—(1) There are authorized to be 20 USC 1069f.
appropriated to carry out part A $120,000,000 for fiscal year 1987,
and such sums as may be necessary for the 4 succeeding fiscal years.

“(2XA) There are authorized to be apfpro riated to carry out part B
(other than section 326) $100,000,000 for fiscal year 1987, and such
sums as may be necessary for the 4 succeeding fiscal years.

“(B) There are authorized to be appropriated to carry out section
326 $5,000,000 for fiscal year 1987, and such sums as may be
necessary for the 4 succeeding fiscal years.

“(3) There are authorized to be appropriated to c out part C
$20,000,000 for fiscal year 1987, and such sums as maa;r{e necessary
for the 4 succeeding fiscal years.

"(4)d$nds appropriated for part C shall remain available until
expended.

‘(b) Use or MuLTIPLE YEAR AWARDS.—In the event of a multiple
year award to any institution under this title, the Secretary shall
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make funds available for such award from funds appropriated for
this title for the fiscal year in which such funds are to be used by the
recipient.

“(c) REservATIONS.—If the amount appropriated under subsection
(a)1) for part A for any fiscal year beginning after September 30,
1986, equals or exceeds the amount appropriated for such part for
fiscal year 1986—

“(1) the Secretary shall, for such fiscal year, make available
for use for the purposes of part A to institutions that are junior
or community colleges not less than $51,400,000; and

“(2) the Secretary shall, for such fiscal year—

“(A) allocate 25 percent of the excess (above the amount
appropriated for part A for fiscal year 1986) among eligible
institutions with the highest percentages of students who
are Black Americans, Hispanic Americans, Native Ameri-
cans, Asian Americans, Native Hawaiians, or Pacific
Islanders, or any combination thereof; and

“(B) allocate 75 percent of such excess among other eli-
gible institutions.

“(d) RataBLe RepuctioN IN FiscAL YEars IN WHICH AMOUNTS
APPROPRIATED ARE INSUFFICIENT.—In any fiscal year in which the
sums appropriated for part A are insufficient to make the reserva-
tions required by subsection (¢) of this section, the Secretary shall
ratably reduce the amount of the reservation.”.

(b) ErrecTivE DATE.—The amendment made by subsection (a)
shall take effect July 1, 1987.

TITLE IV—STUDENT ASSISTANCE

SEC. 401. STUDENTS GRANTS REAUTHORIZED.

(a) AMENDMENT.—Part A of title IV of the Act (20 U.S.C. 1070 et
seq.) is amended to read as follows:

“TITLE IV—STUDENT ASSISTANCE

“PART A—GRANTS TO STUDENTS IN ATTENDANCE AT INSTITUTIONS OF
HicHER EDUCATION

“STATEMENT OF PURPOSE; PROGRAM AUTHORIZATION

“Sec. 401. (a) Purprose.—It is the purpose of this part, to assist in
making available the benefits of postsecondary education to eligible
students (defined in accordance with section 484) in institutions of
higher education by—

“(1) providing basic educational opportunity grants to all
ellglhle students;

(2) providing supplemental educational opportunity grants to
those students who Eemonstrate financial need;

“(3) providing for payments to the States to assist them in
making financial aid available to such students;

“(4) providin g 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 assistance to institutions of higher education.
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“(b) SECRETARY REQUIRED To CaArrY Outr Purroses.—The Sec-
retary shall, in accordance with subparts 1 through 8, carry out
programs to achieve the purposes of this part.

“SuBPART 1—BaAsic EpucATIONAL OPPORTUNITY GRANTS

““BASIC EDUCATIONAL OPPORTUNITY GRANTS: AMOUNT AND
DETERMINATIONS; APPLICATIONS

"SEE.( 1«;1’%}1 (as)ec PrOGRAM hai}lu':'iﬂonlw I?ND M;']I‘!;(e)l) OF Dan lmli— 20 USC 1070a.
TION. e retary shall, during the peri ginning July 1,
1972, and ending September 30, 1992, pay to each eligible institution
such sums as may be necessary to pay to each eligible student
(defined in accordance with section 484) for each academic year
during which that student is in attendance at an institution of
higher education, as an undergraduate, a basic grant in the amount
for which that student is eligible, as determined pursuant to para-
graph (2). Not less than 85 percent of such sums shall be advanced to
eligible institutions prior to the start of each payment period and
shall be based upon an amount requested by the institution as
needed to ﬁ eligible students.

“(2) Nothing in this section shall be interpreted to prohibit the
Secretary from paying directly to students, in advance of the begin-
ning of the academic term, an amount for which they are eligible, in
cases where the eligible institution elects not to participate in the
disbursement system required by paragraph (1).

P “(33‘;’!881': grants made under this subpart shall be known as ‘Pell

rants’,

“(b) PurroSE AND AMOUNT OF GRANTS.—(1) The purpose of this
subpart is to provide a basic grant that (A) as determined under
paragraph (2), will meet 60 percent of a student’s cost of attendance
(as defined in section 411F); and (B) in combination with reasonable
parental or independent student contribution and supﬂlemented b
the programs authorized under subparts 2 and 3 of this part, wi
meet 75 percent of a student’s cost of attendance (as defined in
section 472), unless the institution determines that a greater
amount of assistance would better serve the purposes of section 401.

‘“(2XA) The amount of the basic grant for a student eligible under
this part shall be—

“(i) $2,300 for academic year 1987-1988,

“(ii) $2,500 for academic year 1988-1989,

“(ii1) $2,700 for academic year 1989-1990,

““(iv) $2,900 for academic year 1990-1991, and

“(v) $3,100 for academic year 1991-1992,
less an amount equal to the amount determined to be the expected
family contribution with respect to that student for that year.

“(B) 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 schedule of
reductions established by the Secretary for the purposes of this
division. Such schedule 0¥Muctions shall be established by regula- Regulations.
tion and published in the Federal Register in accordance with Federal
section 482 of this Act. ] B

“(3) The amount of a basic grant to which a student is entitled * '
under this subpart for any academic year shall not exceed 60
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percent of the cost of attendance (as defined in section 411F) at the
institution at which the student is in attendance for that year.

“(4) No basic grant under this subpart shall exceed the difference
between the expected family contribution for a student and the cost
of attendance (as defined in section 411F) at the institution at which
that student is in attendance. If, with respect to any student, it is
determined that the amount of a basic grant plus the amount of the
expected family contribution for that student exceeds the 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 basic grant does not exceed the cost of attendance
at such institution.

“(5) No basic grant shall be awarded to a student under this
subpart if the amount of that grant for that student as determined
under this subsection for any academic year is less than $200.

“(6) No basic grant shall be awarded under this subpart to any
student who is attending on a less than half-time basis—

19;;(94&) from funds appropriated for fiscal years before fiscal year
“(B) from funds appropriated for fiscal year 1989 or 1990,
unless the expected family contribution for such student is less
than or equal to zero; or
“(C) from funds appropriated for fiscal year 1991, unless the
expected family contribution for such student is less than or
equal to $200.

“(7) No basic grant shall be awarded under this subpart from
funds appropriated for fiscal year 1989 to students who are attend-
ing on a less than half-time basis if awarding basic grants to such
students would cause basic grants to other students to be reduced
pursuant to subsection (g). The provisions of this paragraph may not
be waived unless enacted in express limitation of this paragraph.

“(c) Periop oF EvriciBiLiTy FOR GRANTS.—(1) The period during
which a student may receive basic grants shall be the period re-
quired for the completion of the first undergraduate baccalaureate
course of study being pursued by that student at the institution at
which the student is in attendance except that—

“(A) such period may not exceed the full-time equivalent of—
“(i) 5 academic years in the case of an undergraduate
?egree or certificate program normally requiring 4 years or
ess;
“(ii) 6 academic years in the case of an undergraduate
gegree or certificate program normally requiring more than
ears;

“(B}yany period during which the student is enrolled in a
noncredit or remedial course of study as defined in paragraph
(2) shall not be counted for the purpose of subparagraph (A); and

“(C) an institution of higher education at which the student is
in attendance may waive subparagraph (A) for undue hardship
based on—

“(i) the death of a relative of the student;
“(ii) the personal injury or illness of the student; or
_ “(iii) special circumstances as determined by the institu-
tion.

“(2) Nothing in this section shall exclude from eligibility courses
of study which are noncredit or remedial in nature (including
courses in English language instruction) which are determined by
the institution to be necessary to help the student be prepared for
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the pursuit of a first undergraduate baccalaureate degree or certifi-
cate or, in the case of courses in English language instruction, to be
necessary to enable the student to utilize already existing knowl-
edge, training, or skills.

“(3) No student is entitled to receive Pell Grant payments concur-
rently from more than one institution or from the Secretary and an
institution.

“(d) AppLicaTIONS FOR GRANTS.—(1) The Secretary shall from time
to time set dates by which students shall file applications for basic
grants under this subpart.

“(2) Each student desiring a basic grant for any year shall file an
application therefor containing such information and assurances as
the Secretary may deem necessary to enable the Secretary to carry
out the functions and responsibilities of this subpart.

“(e) DisTRIBUTION OF GRANTS TO STUDENTS.—Payments under this
section shall be made in accordance with regulations promulgated
by the Secretary for such purpose, in such manner as will best
accomplish the purpose of this section. Any disbursement allowed to
be made by crediting the student’s account shall be limited to
tuition and fees and, in the case of institutionally owned housing,
room and board. The student may elect to have the institution
provide other such goods and services by crediting the student's
account.

“(f) CaLcuraTioNn oF EviciBiLity.—(1) Each contractor processing
applications for awards under this subpart (including a central
processor, if any, designated by the Secretary) shall, in a timel
manner, furnish to the student financial aid administrator (at eac
institution of higher education which a student awarded a basic
grant under this subpart is attending) an estimate of the eligibility
index for each such student. Each such student financial aid
administrator shall—

“(A) examine and assess the data used to calculate the eligi-
bility index of the student furnished pursuant to this subsec-
tion;

“(B) recalculate the eligibility index of the student if there
has been a change in circumstances of the student or in the data
submitted;

'(‘i{C) make the award to the student in the correct amount;
an

“(D) after making such award report the corrected data to
such contractor and to a central processor (if any) designated by
the Secretary for a confirmation of the correct computation of
amount of the eligibility index for each such student.

“(2) Whenever a student receives an award under this subpart
that, due to recalculation errors by the institution of higher edu-
cation, is in excess of the amount which the student is entitled to
receive under this subpart, such institution of higher education
shall pay to the Secretary the amount of such excess unless such
excess can be resolved in a subsequent disbursement to the
institution.

“(3) Each contractor processing applications for awards under this Reports.
subpart shall for each academic year after academic year 1986-1987
prepare and submit a report to the Secretary on the correctness of
the computations of amount of the eligibility index, and on the
accuracy of the questions on the application form under this subpart
for the previous academic year for which the contractor is respon-
sible. The Secretary shall transmit the report, together with the
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comments and recommendations of the Secretary, to the Committee
on Appropriations and the Committee on Labor and Human Re-
sources of the Senate and the Committee on Appropriations and the
Committee on Education and Labor of the House of Representatives.

‘(g) ADJUSTMENTS FOR INSUFFICIENT APPROPRIATIONS.—(1) If, for
any fiscal year, the funds appropriated for payments under this
subpart are insufficient to satisfy fully all entitlements, as cal-
culated under subsection (b), the amount paid with respect to each
entitlement shall be—

“(A) the full amount for any student whose expected family
contribution is $200 or less, or

“(B) a percentage of that entitlement, as determined in
accordance with a schedule of reductions established by the
Secretary for this purpose, for any student whose expected
family contribution is more than $200.

“(2) Any schedule established by the Secretary for the purpose of
paragraph (1) of this subsection shall contain a single linear reduc-
tion formula in which the percentage reduction increases uniformly
as the entitlement decreases, and shall provide that if an entitle-
ment is reduced to less than $100, no payment shall be made.

“(h) Use oF Excess Funps.—(1) 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 sub-
part to eligible students by 15 percent or less, then all of the excess
funds shall remain available for making payments under this sub-
part during the next succeeding fiscal year.

“(2) 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 percent, then all of such funds shall remain available
for making such payments but payments may be made under this
paragraph only with respect to entitlements for that fiscal year.

“(i) NONCONTRACTOR STATUS OF INSTITUTIONS.—Any institution of
higher education which enters into an agreement with the Secretary
to disburse to students attending that institution the amounts those
students are eligible to receive under this subpart shall not be
deemed, by virtue of such agreement, a contractor maintaining a
system of records to accomplish a function of the Secretary.

“FAMILY CONTRIBUTION SCHEDULE FOR PELL GRANTS; DATA ELEMENTS

“Sgkc. 411A. (a) GENERAL RULE FOR DETERMINATION OF EXPECTED
FamiLy ConTRIBUTION.—(1) The expected family contribution—

“(A) for a dependent student shall be determined in accord-
ance with section 411B,

“(B) for an independent student with dependents other than a
spouse shall be determined in accordance with section 411C, and

‘(C) for a single independent student or a married independ-
ent student without other dependents shall be determined in
accordance with section 411D.

“(2) The following data elements are considered in determining
the expected family contribution:

“(A) the effective income of (i) the student and the student’s
spouse; and (ii) the student’s parents, in the case of a dependent
student;

“(B) the number of family members in the household;
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“(C) the number of family members in the household who are
enrolled, on at least a half-time basis, in a program of post-
secondary education;

‘(D) the assets of (i) the student and the student’s spouse, and
(ii) the student's parents, in the case of a dependent student;

“(E) the marital status of the student;

“(F) the unusual medical expenses of (i) the student’s parents,
in the case of a dependent student, or (ii) the student and the
student’s spouse, in the case of an independent student;

“(G) the additional expenses incurred (i) in the case of a
dependent student, when both parents of the student are em-
ployed or when the family is headed by a single parent who is
employed, or (ii) in the case of an independent student, when
both the student and the student’s spouse are employed or when
the employed student qualifies as a surviving spouse or as a
head of a household under section 2 of the Internal Revenue
Code of 1954; and 26 USC 2.

“(H) the tuition paid (i) in the case of a dependent student, by
the student’s parents for dependent children, other than the
student, who are enrolled in an elementary or secondary school,
(ii) in the case of an independent student, by the student or the
student’s spouse for dependent children who are so enrolled.

“ELIGIBILITY DETERMINATION FOR DEPENDENT STUDENTS

“Sec. 411B. (a) CompuTATION OF STUDENT AID INDEX.—For each 20 USC 1070a-2.
dependent student, the student aid index is equal to the sum of—
“(1) the contribution from parents’ income and assets, deter-
mined in accordance with subsection (b);
“(2) the contribution from student’s (and spouse’s) income,
determined in accordance with subsection (h); and
“(3) the contribution from student’s (and spouse’s) assets,
determined in accordance with subsection (1).

“(b) ConTrIBUTION FROM PARENTS' INCOME AND Assers.—The par-
ents’ contribution from income and assets is equal to the amount
determined by—

“(1) computing the standard contribution from parents’
income, determined in accordance with subsection (c);

“(2) adding the contribution from parents’ assets, determined
in accordance with subsection (g); ang

“(3) dividing the resultant amount by the number of family
members who will be attending, on at least a half-time basis, a
program of dpostsecondary education during the award period
for which aid under this subpart is requested.

““(c) STANDARD CONTRIBUTION M PArReNTS' INcOME.—The stand-
ard contribution from parents’ income is determined by calculating
the effective family income in accordance with subsection (d); b;
deducting the total offsets against income, as determined in accord-
ance with subsection (e); and by assessing the results in accordance
with subsection (f).

*(d) DETERMINATION OF EFFECTIVE FAMILY INCOME.—The effective Taxes.
family income is equal to—

“(1) the sum of—

“(A) the adjusted gross income of the parents as reported
to the Internal Revenue Service for the year immed}}gtel
Ereceding the award year, and income earned from wor

ut not reported on a Federal income tax return; and
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“B) the total annual amount of untaxed income and
benefits, received by the parents in the year immediately
preceding the award year; minus

“(2) the sum of—

“(A) the amount of United States income tax paid or
payable cllay the parents in the tax year preceding the award
year; an

“(B) an allowance for State and other taxes, as deter-
mined by multiplying the gﬂ.rents total income (as deter-
mined under paralf'raph 1) by a percentage determined
according to the following table:

‘“Percentages for Computation of State and Other Tax Allowance

And parents’ total income is—

If parents’ State or territory of residence is—

less than
$15,000

$15,000 or
more

then the percentage is—

Alaska, Puerto Rico, Wyoming ... 3 2
American Samoa, Guam, Iamsmna, “Nev:

Texas, Trust Territory, Virgin Islands... 4 3
Florida, South Dakota, Tennessee, New Mexlco 5 4
North Dakota, Washington 6 5
Alabama, Arizona, Arkansas, Indiana, Mississippi,

Missouri, Montana, New Hampshire, Oklaho-

ma, West Virginia T 6
Colorado, Connecticut, Georgia, Illinois, Kansas,

Kentucky 7
California, Delaware, Idaho, Iowa, Nebraska,

North Carolina, Ohio, Pennsylvania, South

Carolina, Utah, Vermont, Virginia, Canada,

Mexico 9 8
Maine, New Jerse 10 9
District of Columbia, Hawaii, Maryland, Massa-

chusetts, Oregon, Rhode Island 11 10
Michigan, Minnesota 12 11
Wisconsin 13 12
New York 14 13

“(e) ToraL OrFrsers AcaINsT INcoMme—Total offsets against

income are determined by deducting—

“(1) a family size offset as determined by the following table:

“Family Size Offsets

Family members

or more

13,800 plus $1,800
for each member
over 6

“(2) an offset for unusual medical and dental expenses;
“(3) an offset for employment expenses; and
“(4) an offset for unreimbu elementary and secondary

school tuition and fees.
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“(f) AssessMENT oF ErrFecTIVE FAMILY INcoME.—(1) If the effective
family income (as determined under subsection (d)) minus the total
offsets (as determined under subsection (e)) is a negative amount,
the standard contribution from the parents’ income is zero.

“(2) If such effective family income is a positive amount, the
standard contribution from effective family income is determined in
accordance with the following chart:

“Effective family income Expected contribution
$0 to $5,000 11% of effective family income.
$5,001 to $10,000 ......cc0cieivmsamssnrorssnsssusnes $550, plus 13% of amount over $5,000.
$10,001 to $15,000 ........ccoeverrrererareneasnns SISZOU‘,]DOplus 18% of amount over
$15,001 and above........ccrmesersissmmsasasee $2,100, plus 25% of amount over
$15, 000,

“(g) ConTRIBUTION FrOoM PARENTS' Assers.—The standard con-
tribution from parents’ assets is determined in accordance with
paragraphs (1) through (7):

“(1) If the parental assets include a principal place of resi-
dence, deduct $30,000 from the net value of the principal place
of residence. If the subtractmn required by the preceding sen-
tence of this paragraph produces a negative number, the
amount determined under this paragraph shall be zero.

“(2) If the parental assets include assets other than a prin-
cipal place of residence and other than farm and business
assets, deduct $25,000 from the net value of those other assets. If
the subtraction required by the preceding sentence of this para-
graph produces a negative number, the amount determined
under this paragraph shall be zero.

“(3) If the parental assets include farm or business assets, or
both, deduct ga 0,000 in the case of business assets or $100, 000 in
the case of farm assets from the net value of the farm or
business assets, or both. If the subtraction required by the
preceding sentence of this paragraph produces a negative
number, the amount determined under this paragraph shall be
Zero.

“(4) If the sum of the farm and business deduction and the
deductions in paragraphs (1) and (2) exceeds $110,000 in the case
of business deductions or $130,000 in the case of farm deduc-
tions, the farm and business deduction shall be reduced by the
amount that that sum exceeds $110,000, or $130,000, as the case

ay be.

“(6)XA) The expected contribution from parental assets equals
5 percent of the total of the amounts obtained under paragraphs
(1), (2), and (3).

“(B) If the calculation of effective family income required by
subsection (d) produces a negative number, the expected con-
tribution from parental assets, calculated under this paragraph,
shall be reduced by the amount of that negative effective family
income. If the subtraction required by the preceding sentence of
this subparagraph produces a negative number, the amount
determined under this subparagraph shall be zero.

“(6)(A) If the student’s parents are separated, or divorced and
not remarried, only the assets of the t'eclparent: whose income is
included in computing annual adjusted family income shall be
considered.

“(B) If that parent has remarried, or if the parent was a
widow or widower who has remarried, and the parent's spouse’s
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income also is included in computing effective family income,
the assets of that parent’s spouse shall also be included.

“(7) The Secretary shall promulgate special regulations to
permit, in the computation of family contributions for the
programs under this subpart for any academic year, the exclu-
sion from family income of any proceeds of a sale of farm or
business assets of that family if such sale results from a vol-
untary or involuntary foreclosure, forfeiture, liquidation, or
bankruptcy.

“(h) ConTRIBUTION FROM STUDENT’S (AND SPoUsE'’s) INcoME.—The
contribution from student’s (and spouse’s) income is determined by
calculating the student’s (and spouse’s) effective income, as deter-
mined in accordance with subsection (i), by deducting the total
offsets against income, as determined in accordance with subsection
(j), and by assessing the results in accordance with subsection (k).

“(i) DETERMINATION OF STUDENT'S (AND Sprouse’s) EFFECTIVE
Income.—The effective income of the student (and spouse) is equal
to—

“(1) the sum of—

“(A) the adjusted gross income of the student (and spouse)
as reported to the Internal Revenue Service for the year
immediately preceding the award year, or income earned
from work other than amounts earned under part C of this
title, but not reported on a Federal income tax return; and

“(B) the total annual amount of untaxed income and
benefits reoeivedet:iy the student (and spouse) in the year
immediately preceding the award year; minus

“(2) the amount of United States income tax paid or payable
by the student (and spouse) in the tax year preceding the award
year.

“() ToraL OFFseTs AGAINST STUDENT'S (AND SPOUSE’'S) INCOME.—
Total offsets against student’s (and spouse’s) income are determined
by deducting—

“(1) a dependent student offset of $3,500, or $5,100 in the case
of a dependent student with a spouse; and

*(2) if the parental effective family income (as determined
under subsection (f)) is a negative amount, the amount, if any,
by which the result of the subtraction performed under subsec-
tion (g)(5) is less than zero.

‘(k) ASSESSMENT OF STUDENT'S (AND Srouse’s) INcoMe.—If the
student’s (and spouse’s) effective income (as determined under
subsection (i)) minus the total offsets (as determined under subsec-
tion (j)) is a negative amount, the contribution from student income
is zero. If the student’s (and spouse’s) effective income is a positive
amount, multiply it by 75 percent to determine the contribution
from student’s income.

“(1) DeTERMINATION OF CONTRIBUTION FrROM STUDENT'S (AND
Spouse's) Assers.—The contribution from the student’s (and
spouse’s) assets is determined by calculating the net assets of the
student (and spouse) and multiplying the amount by 33 percent.

“ELIGIBILITY DETERMINATION FOR INDEPENDENT STUDENTS WITH
DEPENDENTS OTHER THAN A SPOUSE

“Sec. 411C. (a) CompuraTION OF STUDENT AID INDEX.—For
independent students with dependents other than a spouse, the
student aid index is equal to the amount determined by—
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“(1) computing the standard contribution from student’s (and
spouse’s) income determined in accordance with subsection (b);
“(2) adding the contribution from student’s (and spouse'’s)

assets determined in accordance with subsection (f); and

‘Y3) dividing the resultant amount by the number of family

members who will be attending, on at least a half-time basis, a

m of postsecondary education during the award period

progra
for which aid under this subpart is requested.

“(b) CoMPUTING THE STANDARD CONTRIBUTION FROM STUDENT'S
(anp Spouske’s) INcoMeE.—The standard contribution from the stu-
dent’s (and spouse’s) income is determined by calculating the effec-
tive family income in accordance with subsection (c); by deducting
the total offsets against income, as determined in accordance with
subsection (d); and by assessing the results in accordance with

subsection (e).

“(c) DETERMINATION OoF ErrecTIVE FAMILY INcCOME.—The effective Taxes.

family income is equal to—
“(1) the sum of—

“(A) the adjusted gross income of the student (and spouse)

as reported to the Internal Revenue Service for the year
immediately preceding the award year and income earned
from work, other than amounts received under part C of
this title, but not reported on a Federal income tax return;

“(B) the total annual amount of untaxed income and
benefits which is received by the student (and spouse) in the
year immediately preceding the award year; and

“(C) one-half of the student’s total veterans educational

benefits, excluding Veterans’ Administration contributo
benefits, expected to be received during the award peri

(2) the sum of—

iod,

“(A) the amount of United States income tax paid or
payable by the student (and spouse) in the tax year preced-

ing' the award year; and

(B) an allowance for State and other taxes as determined
by mult.lpegmg the student’s (and spouse’s) total income (as

determin

mined according to the following table:

“Percentages for Computation of State and Other Tax Allowance

under paragraph (1)) by a percentage deter-

If student’s State or territory of residence is—

And student’s (and spouse’s)
total income is—

less than $15,000 or
$15,000 more
then the percentage is—
Alaska, Puerto Rico, Wyoming 3 2
American Samoa, Guam, Louisiana, Nevadn
Texas, Trust Territory, Virgin Islands... 4 3
Florida, South Dakota, Tennessee, New Mexico ...... 5 4
North Dakota, Washington 6 5
Amnna. Arkansas, Indiana, Mississippi,
Missouri, Montana, New Hampshire, Oklaho-
ma, West Vi 7 6

irginia
Colorado, Connecticut, Georgia, Illinois, Kansas,
l{entucky
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“Fercentages for Computation of State and Other Tax Allowance—Continued

And student’s (and spouse's)
income is—

If student’s State or territory of residence is—

less than $15,000 or
$15,000 more
the is—
California, Delaware, Idaho, lowa, Nebraska, B ifie perpmminge ¥

North Carolina, Ohio, Pennsylvania, South

Carolina, Utah, Vermont, Virginia, Canada,

Mexico 9 8
Maine, New Jersey 10 9
District of Columbia, Hawaii, Maryland, Massa-

chusetts, Oregon, Rhode Island 11 10
Michigan, Minnesota 12 11
Wisconsin 13 12
New York 14 13

“(d) ToraL OFrsers AcGAINST INcoME.—Total offsets against
income are determined by deducting—
“(1) a family size offset equal to the amount specified in the
following table:

“Family Size Offsets

Family members Amount

2 $6,700

3 8,100

4 10,400

5 12,300

6 13,800

T or more 13,800 plus $1,800
for each member
over 6

“(2) an offset for unusual medical and dental expenses;

“(8) in the case of a married independent student when both
the student and spouse were employed in the year for which
income is reported, or in the case of a student who qualifies as a
head of household as defined in section 2 of the Internal Reve-
nue Code of 1954, an offset for employment expenses; and

“(4) an offset for unreimbursed elementary and secondary
school tuition and fees.

“(e) AssessMENT OF EFrecTIvE FaMILy INcoME.—(1) If the effective
family income (as determined under subsection (c)) minus the total
offsets (as determined under subsection (d)) is a negative amount,
the standard contribution from the student’s (and spouse’s) income
is zero.

“2) If such effective family income is a positive amount, the
standard contribution from effective family income is determined in
accordance with the following chart:

“Effective family income Expected contribution
$0 to $5,000 11% of effective family income.
$5,001 to $10,000 .........coeevvrvereiseneeenenee 9000, plus 18% of amount over $5,000.
$10,001 to $15,000 ........coeevcerermmnmenerenne $1,821%0600plus 18% of amount over

$15,001 and above.........coee $2,100, plus 25% of amount over
$15,000.
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“(f) ConTrRIBUTION FROM STUDENT'S (AND SPOUSE's) Assers.—The
standard contribution from student’s (and spouse’s) assets is deter-
mined in accordance with paragraphs (1) through (7):

“(1) If the student’s (and spouse’s) assets include a principal
place of residence, deduct $30,000 from the net value of the
principal place of residence. If the subtraction required by the
preceding sentence of this paragraph produces a negative
number, the amount determined under this paragraph shall be

Zero.

“(2) If the student’s (and spouse’s) assets include assets other
than a principal place of residence and other than farm and
business assets, deduct $25,000 from the net value of those other
assets. If the subtraction required by the preceding sentence of
this paragraph produces a negative number, the amount deter-
mined under this ragraph shall be zero.

“3) If the stuga nt's (and spouse’s) assets include farm or Agriculture
business assets, or both, deduct $80,000 in the case of business and
assets or $100,000 in the case of farm assets from the net value agricultural
of the farm or business assets, or both. If the subtraction Ccommodities.
required by the preceding sentence of this paragraph produces a
negative number, the amount determined under this paragraph
shall be zero.

“(4) If the sum of the farm and business deduction and the
deductions in paragraphs (1) and (2) exceeds $110,000 in the case
of business deductions or $130,000 in the case of farm deduc-
tions, the farm and business deduction shall be reduced by the
amogt that that sum exceeds $110,000, or $130,000, as the case
may be.

"{5)(A) The expected contribution from student’s (and
spouse’s) assets equals 5 percent of the total of the amounts
obtained under paragraphs (1), (2), and (3).

“(B) If the calculation of effective family income required by
subsection (c) produces a negative number, the ex con-
tribution from student'’s (and spouse’s) assets, calculated under
this paragraph, shall be reduced by the amount of that negative
effective family income. If the subtraction required by the
preceding sentence of this su esaragraph produces a negative
Eeumber, the amount determin er this subparagraph shall

zero.

“(6) If the married independent student with dependents is
separated or divorced, only assets of the independent student
shall be considered.

“(7) The Secretary shall promulgate special regulations to
permit, in the computation of family contributions for the
programs under this subpart for any academic year, the exclu-
sion from family income of any proceeds of a sale of farm or
business assets of that family if such sale results from a vol-
untary or involuntary foreclosure, forfeiture, liquidation, or
bankruptcy.

“ELIGIBILITY DETERMINATION FOR SINGLE INDEPENDENT STUDENTS OR
FOR MARRIED INDEPENDENT STUDENTS WITHOUT OTHER DEPENDENTS

“Sgkc. 411D. (a) CompuTATION OF STUDENT AID INDEX.—For single 20 USC 1070a-4.
independent students or married independent students without
other dependents, the student aid index is equal to the amount
determined by—
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Taxes.

“(1) computing the standard contribution from student’s (and
spouse’s) income determined in accordance with subsection (b);
“(2) adding contribution from student’s (and spouse’s) assets

determined in accordance with subsection (f); and

“(3) dividing the resultant amount by the number of family
members who will be attending, on at least a half-time basis, a
program of postsecondary education during the award period

for which aid under this subpart is requested.

“(b) CoMPUTING THE STANDARD CONTRIBUTION FROM STUDENT'S
(AND Spouske’s) INcoME.—The standard contribution from the stu-
dent’s (and spouse’s) income is determined by calculating the effec-
tive family income in accordance with subsection (c); by deducting
the total offsets against income, as determined in accordance with
subsection (d); and by assessing the results in accordance with

subsection (e).

“(c) DETERMINATION OF EFFECTIVE FAMILY INcOME.—The effective

family income is equal to—
*(1) the sum of—

“(A) the adjusted gross income of the student (and spouse)
as reported to the Internal Revenue Service for the year
immediately preceding the award year and income earned
from work, other than amounts received under part C of
this title, but not reported on a Federal income tax return;

“(B) the total annual amount of untaxed income and
benefits which is received by the student (and spouse) in the

year immediately preceding the award year; and

“(C) one-half of the student’s total veterans educational
benefits, excluding Veterans’ Administration contributory
benefits, expected to be received during the award period;

minus
“(2) the sum of—

“(A) the amount of United States income tax paid or
payable by the student (and spouse) in the tax year preced-

the award year; and

‘(B) an allowance for State and other taxes as determined
by multiplying the student’s (and spouse’s) total income (as
determined under paragraph (1)), by a percentage deter-

mined according to the following table:

“Percentages for Computation of State and Other Tax Allowance

And student's (and spouse's)
total income is—

If student's State or territory of residence is—

less than $15,000 or

$15,000 more

then the percentage is—

Alaska, Puerto Rico, Wyoming ..........ceceeecciiicnnniininins
American Samoa, Guam, Louisiana, Nevada,

Texas, Trust Territory, Virgin Islands.................... 4
Florida, South Dakota, Tennessee, New Mexico ....... 5
North Dakota, Washington 6
Alabama, Arizona, Arkansas, Indiana, Mississippi,

Missouri, Montana, New Hampshire, Oklaho-

ma, West Virginia
Colorado, Connecticut, Georgia, Illinois, Kansas,

Kentucky ...cocoommmmimsin s 8

3

-3

S N

(/]



PUBLIC LAW 99-498—OCT. 17, 1986 100 STAT. 1321

“Percentages for Computation of State and Other Tax Allowance—Continued

And student’s (and spouse's)
total income is—

If student’s State or territory of residence is—

less than $15,000 or

$15,000 more

then the percentage is—
California, Delaware, Idaho, Iowa, Nebraska,

North Curolma. Ohio, Pennsylvania, South

Carolina, Utah, Vermont, Virginia, Canada,

Mexico 9 8
Maine, New Jersey 10 9
District of Columbia, Hawaii, Mﬂ.ryland Ma.ssa-

chusetts, Oregon, Rhode Island. e 11 10
Michigan, Minnesota 12 11
Wisconsin 13 12

New York 14 13

“(d) Torar Orrsers AcGAINST INcoMme.—Total offsets against
income are determined by deducting—
“(1) a family size offset equal to the amount specified in the
following table:

“Family Size Offsets
Family members Amount
1 $5,300
2 6,700

“(2) an offset for unusual medical and dental expenses; and
“(8) in the case of a married independent student when both
the student and spouse were employed in the year for which
income is reported, or in the case of a student who qualifies as a
head of household as defined in section 2 of the Internal Reve-
nue Code of 1954, an offset for employment expenses. 26 USC 2.

“(e) AssessMENT OF EFrecTIVE FAMILY INcoME.—(1) If the effective
family income (as determined under subsection (c)), minus the total
offsets (as determined under subsection (d)) is a negative amount,
the standard contribution from the student’s (and spouse’s) income
is zero.

“(2) If such effective family income is a positive amount, the
standard contribution from student’s (and spouse’s) income is multi-
plied by 75 percent.

“f) ContrIBUTION FrROM STUDENT'S (AND SPouse's) Assers.—(1)
The asset contribution amount of an independent student and the
student’s spouse is equal to 5 percent of the sum of the amounts
computed under paragraphs (3) and (4), reduced by the amount, if
any, by which effective family income as computed under subsection
(c) is less than zero. If the result of such subtraction is a negative
amount, the family asset contribution amount is zero.

“(2) The family asset contribution amount of a single independent
student is equal to 33 percent of such student's net asset value,
reduced by the amount, if any, by which effective family income as
computed under subsection (c) is less than zero. If such value minus
such amount is a negative amount, the family asset contribution
amount is zero.
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“(3) If the assets of an independent student with a spouse include
a principal place of residence, deduct $30,000 from the net value of
the principal place of residence. If the subtraction required by the
preceding sentence of this paragraph produces a negative number,
the amount determined under this parafraph shall be zero.

“(4)A) If the assets of an independent student with a spouse
include assets other than a principal place of residence and other
than farm and business assets, deduct $25,000 from the net value of
those other assets. If the subtraction required by the preceding
sentence of this subparagraph produces a negative number, the
amount determined under this subparagraph shall be zero.

“(B)i) If the assets of an independent student with a spouse
include farm or business assets, or both, deduct $80,000 in the case
of business assets or $100,000 in the case of farm assets from the net
value of the farm or business assets, or both. If the subtraction
required by the preceding sentence of this subparagraph produces a
negative number, the amount determined under this subparagraph
shall be zero.

“(ii) If the sum of the farm and business deduction and the
deductions in paragraphs (3) and (4XA) exceeds $110,000 in the case
of business deductions or $130,000 in the case of farm deductions,
the farm and business deduction shall be reduced by the amount
that that sum exceeds $110,000, or $130,000, as the case may be.

“(5) The Secretary shall promulgate special regulations to permit,
in the computation of family contributions for the programs under
this subpart for any academic year, the exclusion from family
income of any proceeds of a sale of farm or business assets of that
family if such sale results from a voluntary or involuntary fore-
closure, forfeiture, liquidation, or bankruptcy.

“REGULATIONS; UPDATED TABLES

“Sec. 411E. (a) AurtHoriTy To PRrESCRIBE REGULATIONS RE-
sTRICTED.—(1) Notwithstanding any other provision of law, the Sec-
retary shall not have the authority to prescribe regulations to carry
out this subpart except—

“%&) to prescribe updated tables under sections 411B through
411D; or

“(B) to progoae modifications in the need analysis methodol-
ogy required by this subpart.

“(2) Any regulation proposed by the Secretary that (A) updates
tables in a manner that does not comply with subsection (b), or (B)
that proposes modifications under paragraph (1XB) of this subsec-
tion, shall not be effective unless approved by joint resolution of the
Con by May 1 following the date such regulations are published
in the Federal Register in accordance with section 482. If the
Congress fails to approve such regulations by such May 1, the
Secretary shall publish in the Federal Register in accordance with
section 482 updated tables for the applicable award year that are
prescribed in accordance with subsection (b) of this section.

“(b) ProvisioNs GOVERNING UppATED TABLES.—(1XA) Each of the
amounts allowed as an offset for family size for dependent and
independent students shall, for each academic year after academic
year 1988-1989, be adjusted by the Secretary by increasing (or
decreasing) the comparable amount for the preceding academic year
by a percentage equal to the %rcentage increase (or decrease) in the
Consumer Price Index for Wage Earners and Clerical Workers
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gu{l}a&ished by the Department of Labor, and rounded to the nearest
100.

“(B) The Secretary shall publish in the Federal Register a revised
table for an offset for family size in accordance with section 482.

“(2)A) The Secretary shall, for each academic year after academic
year 1988-1989, publish in the Federal Register such revisions in
offsets against income, asset determination, and assessment rates as
are necessary to reflect the most recent and relevant data.

“(B) The Secretary shall publish in the Federal Register the
revised determinations required by subparagraph (A) in accordance
with section 482.

“DEFINITIONS; DETERMINATIONS

“Sec. 411F. For the purpose of this subpart—

“(1) The term ‘annual adjusted family income’ means the sum
received in the year immediately preceding the award year, by
the student’s parents (in the case of a dependent student), or by
the student and, if applicable, the student’s spouse (in the case
of an independent student), except excludable income under
paragraph (9) of this subsection, from the following sources
subject to the following rules:

“(A) Adjusted gross income, as defined in section 62 of the
Internal Revenue Code of 1954.

“(B) Untaxed income and benefits, as defined in para-
graph (13) of this section.

“(C) Income from one-half of any veteran’s benefits ex-
pected to be paid to the student during the award period
ucgger chapters 34 and 35 of title 38 of the United States

e.
“(D) Income for a student whose parents are divorced or
separated is determined under the following procedures:
‘() Include only the income of the parent with whom

the student resided for the greater portion of the 12-
month period preceding the date of the application.

“(ii) If the preceding criterion does not apply, include
only the income of the parent who provided the greater
portion of the student’s support for the 12-month period
preceding the date of application.

“(iii) If neither of the preceding criteria apply, in-
clude only the income of the parent who provided the
greater support during the most recent calendar year
for which parental support was provided.

“(E) Income in the case of the death of any parent as
follows:

‘(i) If either of the parents have died, the student
shall include only the income of the surviving parent.

“(i1) If both parents have died, the student shall not
report any parental income.

“(F) Income in the case of a parent whose income is taken
into account under subparagraph (D) of this paragraph, or a
parent who is a widow or widower and whose income is
taken into account under clause (i) of this subparagraph,
has remarried, under the following rule: The income of that
parent’s spouse shall be included in determining the stu-
dent’s annual adjusted family income if—

Federal
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“(i) the student’s parent and the stepparent are mar-
ried as of the date of application for the award year
concerned; and

“(ii) the student is not an inderendent student.

“(G)(i) Income in the case of a dislocated worker shall be
the income for the year for which the determination is

made.

“(ii) For the purpose of this subparagraph, a dislocated
worker is a worﬁer identified pursuant to title III of the Job
Training Partnership Act.

“(2) The term ‘assets’ means cash on hand, including amount
in checking and savings accounts, time deposits, money market
funds, trusts, stocks, bonds, other securities, mutual funds, tax
shelters, and the net value of real estate, income producing
property, and business and farm assets.

“(3) The term ‘award year’ is the period of time between July
1 of the first year and June 30 of the following year.

“(4) The term ‘business assets’ means property that is used in
the operation of a trade or business, including real estate,
inventories, buildings, machinery, and other equipment, pat-
ents, franchise rights, and copyrights.

“(5) The term ‘cost of attendance’ means—

“(A) the student’s tuition and uniform compulsory fees at
the institution at which the student is in attendance for any
award year, plus

“(BX1) an allowance for room and board costs, books,
supplies, transportation, and miscellaneous expenses in-
curred by the student which shall not exceed $1,700 for a
student without dependents residing at home with parents;

“(ii) an allowance for room and board costs, books, sup-
Elies, transportation, and miscellaneous expenses incurred

y the student which shall not exceed $2,300 for all other
students, subject to clause (iii);

“(iii) an allowance for only books, supplies, and transpor-
tation (as determined by the institution) and dependent
care expenses (in accordance with clause (iv)) for less than
half-time students (as determined by the institution);

“(iv) an allowance for child care which shall not exceed
$1,000; and

“(v) an allowance for the costs of special services and
equipment required for attendance by the handicapped that
are not provided by other assisting agencies;

except that, if the maximum award under this subpart is less
than or greater than $2,300, then the dollar amounts specified
in clauses (i) and (ii) of subparagraph (B) of this paragraph shall
be increased or decreased by an amount equal to the amount b
which s_uc{:\ maximum award is greater than or less than $2,300,
res| 1vely.

“(6) Exce{)t as otherwise provided, the term ‘dependent of the
student’ means the parents of the student, the student’s spouse,
any of the student’s dependent children, dependent children of
the student’s parents, including those children who are deemed
to be dependent students when applying for aid under this title,
and other persons who live with and receive more than one-half
of their support from the parents and will continue to receive
more than ﬁlf of their support from the parents during the
award year.
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“(T) Effective family income shall be determined on the basis Taxes.
of the annual adjusted family income minus the Federal taxes
and imputed State and other taxes paid or payable for the year
that adjusted gross income is used in the calculation of the
student's Pell Grant.

“(8XA) The employment expense offset is determined as
follows:

“(i) If both parents were employed in the year for which
their income is reported and both have their incomes re-
ported in determining the expected family contribution,
such offset is equal to the lesser of $1,500 or 50 percent of
the earned income (income earned by work) of the parent
with the lesser earned income.

“(ii) If a parent qualifies as a head of household as
defined in section 2 of the Internal Revenue Code of 1954, 26 USC 2.
such offset is equal to the lesser of $1,500 or 50 percent of
the parent’s earned income.

“(B) The employment expense offset in the case of an
independent student with dependents is determined as follows:

“(i) If both the student and the student's spouse were
employed in the year for which their income is reported
and both have their incomes reported in determining the
expected family contribution, such offset is equal to the
lesser of $1,500 or 50 percent of the earned income (income
earned by work) of the spouse with the lesser earned
income.

“(ii) If a student qualifies as a head of household as
defined in section 2 of the Internal Revenue Code of 1954,
such offset is equal to the lesser of $1,500 or 50 percent of
the student’s earned income.

“(9XA) The term ‘excludable income’ means the income de-
scribed in subparagraphs (B), (C), and (D) of this paragraph
which is excluded for the purpose of determining ‘annual ad-
justed family income’ under paragraph (1).

“(B) For a Native American student, the annual adjusted Indians.
family income does not include the income received by the
student, the student’s spouse, or the student’s parents under the
Distribution of Judgment Funds Act (25 U.S.C. 1401, et seq.),
the Alaska Native Claims Settlement Act (43 U.S.C. 1601, et
se%.), or the Maine Indians Claims Settlement Act (25 U.S.C.
1721, et seq.).

“(C) In the case of a student who is divorced or separated, or
whose spouse has died, the spouse’s income shall not be consid-
ered in determining the effective family income.

“(D) The annual adjusted family income does not include any
student financial assistance except veterans’ or Social Security
benefits set forth in paragraph (15) of this subsection.

“éll])(A) In determining family size in the case of a dependent
student—

“(i) if the parents are not divorced or separated, family
members include the student’s parents, and the dependents
of the student’s parents including the student;

“(ii) if the parents are divorced or separated, family
members include the parent whose income is included in
computing the effective family income and that parent's
dependents, including the student; and
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“(iii) if the parents are divorced and the parent whose
income is so included is remarried, or if the parent was a
widow or widower who has remarried, family members also
include, in addition to those individuals referred to in
subparagraph (B), the new spouse and any dependents of
the new spouse if that spouse’s income is included in deter-
mining effective family income.

“(B) In determining family size in the case of an independent
student with dependents—

“(i) family members include the student, the student’s
spouse, and the student’s dependents; and

“(ii) if the student is divorced or separated, family mem-
bers do not include the spouse (or ex-spouse), but do include
the student and the student’s dependents.

“(11) The term ‘farm assets’ means any property owned and
used in the operation of a farm for profit, including real estate,
livestock, livestock products, crops, farm machinery, and other
equipment inventories. A farm is not considered to be operated
for profit if crops or livestock are raised mainly for the use of
the family, even if some income is derived from incidental sales.

“(12)(A) The term ‘independent’, when used with respect to a
student, means any individual who—

“(i) is 24 years of age or older by December 31 of the
award year; or

“(ii) meets the requirements of subparagraph (B).

“(B) Except as provided in subparagraph (C), an individual
umzﬁets the requirements of this subparagraph if such individ-

“(1) is an orphan or ward of the court;

“(i1) is a veteran of the Armed Forces of the United
States;

“(iii) is a gradulate or professional student who declares
that he or she will not be claimed as a dependent for income
tax purposes by his or her parents (or guardian) for the first
calendar year of the award year;

‘“(iv) is a married individual who declares that he or she
will not be claimed as a dependent for income tax purposes
by his or her parents (or guardian) for the first calendar
year of the award year;

““(v) has legal dependents other than a spouse;

“(vi) is a single undergraduate student with no depend-
ents who was not claimed as a dependent by his or her
parents (or guardian) for income tax purposes for the 2
calendar years preceding the award year and demonstrates
to the student financial aid administrator total self-suffi-
ciency durin%l the 2 calendar years preceding the award
year in which the initial award will be granted by dem-
onstrating an annual total income of $4,000; or

“(vii) is a student for whom a financial aid administrator
makes a documented determination of independence by
reason of other unusual circumstances.

‘C) An individual may not be treated as an independent
student pursuant to clauses (iii), (iv), and (vi) of subparagraph
(B) if the financial aid administrator determines that such
individual was treated as an independent student during the
preceding award year, but was claimed as a dependent by any
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other individual (other than a spouse) for income tax purposes
for the first calendar year of such award year.

‘(D) The financial aid administrator may certify an individ-
ual described in clause (iii), (iv), or (vi) of subparagraph (B) on
the basis of a demonstration made by the individual, but no
disbursal of an award may be made without documentation.

“(13) The term ‘net assets’ means the current market value at
the time of application of the assets included in the definition of
‘assets’, minus the outstanding liabilities (indebtedness) against
the assets.

“(14) The term ‘unreimbursed elementary and secondary
school tuition and fees' means the unreimbursed tuition and
fees paid by the student’s parents for each dependent other than
the student, or by an independent student (and spouse) for
dependents enrolled in elementary or secondary school, and
may not exceed for each such dependent the national average
per pupil instructional cost as published by the Center for
Education Statistics using the most recent available data.

“(15) The term ‘untaxed income and benefits’ means—

“(A) investment income upon which no Federal income
bte:)x él; required to be paid, such as the interest on municipal

nas;

“(B) untaxed portions of capital gains;

“(C) credit for Federal tax on special fuels;

“(D) dividend exclusions and dividend reinvestment
exclusions;

“(E) foreign income exclusions;

“(F) child support received;

“(G) welfare benefits, including aid to families with
dependent children under a State plan approved under part
A of title IV of the Social Security Act, and aid to depend- 42 USC 601.
ent children;

“(H) veterans benefits such as Death Pension and
Dependency and Indemnity Compensation, except that vet-
erans educational benefits paid under chapters 34 and 35 of
title 38 of the United States Code, Veterans’ Administra- 38 USC 1651 et.
tion contributory benefits, and Veterans’ Administration seq. 1700 et seg.
vocational rehabilitation program benefits for postsecond-
ary education shall not be included;

‘I) untaxed Social Security benefits, including supple-
mental security income which individuals receive for them-
selves and for children under age 18;

“(J) interest on tax free bonds;

“(K) housing, food, and other living allowances, excluding
rent subsidies for low-income housing, paid to members of
the military, the clergy, and others; and
ﬁi;:(L) Job Training Partnership Act noneducational bene- 29 USC 1501

2 note.

“(16)A) The term ‘unusual medical and dental expenses’
means an amount equal to the amount by which the sum of
unreimbursed medical and dental expenses exceeds 20 percent
of the effective family income of the parents. The expenses of
both parents are included only if the income of both parents is
included in determining effective family income. A stepparent’s
expenses are included only if the parent’s income is included in
determining effective family income.
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“(B) The term ‘unusual medical and dental expenses’, in the
case of an independent student with dependents, means an
amount equal to the amount by which the sum of unreimbursed
medical and dental expenses exceeds 20 percent of the effective
family income of the independent student with dependents. The
expenses of both the student and the student’s spouse are
included only if the incomes of both are included in determining
effective family income.

“SuBPART 2—SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS

“PURPOSE; APPROPRIATIONS AUTHORIZED

“Sec. 413A. (a) Purpose oF SuBPART.—It is the purpose of this
subpart to provide, through institutions of higher education, supple-
mental grants to assist in making available the benefits of post-
secondary education to qualified students who demonstrate finan-
cial need in accordance with the provisions of part F of this title.

“(b) AUTHORIZATION OF APPROPRIATIONS.—(1) For the purpose of
enabling the Secretary to make payments to institutions of higher
education which have made agreements with the Secretary in
accordance with section 413C(a), for use by such institutions for
payments to undergraduate students of supplemental grants
awarded to them under this subpart, there are authorized to be
appropriated $490,000,000 for fiscal year 1987, and such sums as
may be necessary for the 4 succeeding fiscal years.

“(2) Sums appropriated pursuant to this subsection for any fiscal
year shall be available for payments to institutions until the end of
the second fiscal year succeedﬁ; the fiscal year for which they were
appropriated.

““AMOUNT AND DURATION OF GRANTS

“Sec. 413B. (a) AmounT oF GRANT.—(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 shall, for each year, pay to that student an
amount not to exceed the lesser of (A) the amount determined by the
institution, in accordance with the provisions of part F of this title,
to be needed by that student to enable the student to pursue a
course of study at the institution, or (B) $4,000.

“(2) If the amount determined under paragraph (1) with respect to
a student for any academic year is less than $100, no payment shall
be made to that student for that year. For a student enrolled for less
than a full academic year, the minimum payment required shall be
reduced proportionately.

“(b) PErioD FOR RECEIPT OF GRANTS; CONTINUING ELIGIBILITY.—(1)
The period during which a student may receive supplemental grants
shall be the period required for the completion of the first under-
graduate baccalaureate course of study being pursued by that stu-

ent.

“(2) A supplemental grant awarded under this subpart shall
entitle the student (to whom it is awarded) to payments pursuant to
such grant only if the student meets the requirements of section 484,
except as provided in section 413C(c).

“(c) DisTRIBUTION OF GRANT DURING AcADEMIC YEAR.—Nothing in
this section shall be construed to prohibit an institution from
making payments of varying amounts from a supplemental grant to
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a student during an academic year to cover costs for a period which
are not applicable to other periods of such academic year.

“AGREEMENTS WITH INSTITUTIONS; SELECTION OF RECIPIENTS

“Sec. 413C. (a) InstrTUTIONAL ELIGIBILITY.—Assistance may be 20 USC 1070b-2.
made available under this subpart only to an institution which—
“(1) has, in accordance with section 487, an agreement with
the Secretary applicable to this subpart;
“(2) agrees that the Federal share of awards under this
subpart will not exceed—
“(A) 95 percent of such awards in fiscal year 1989,
“(B) 90 percent of such awards in fiscal year 1990, and
“(C) 85 percent of such awards in fiscal year 1991,
except that the Federal share may be exceeded if the Secretary
determines, pursuant to regulations establishing objective cri-
teria for such determinations, that a larger Federal share is
required to further the purpose of this subpart; and
“(3) agrees that the non-Federal share of awards made under
i_;hi:-l; subpart shall be made from the institution’s own resources,
inc udmg—
“(A) institutional grants and scholarships;
“(B) tuition or fee waivers;
“(C) State scholarships; and
“(D) foundation or other charitable organization funds.
“(b) ELIGIBILITY FOR SELECTION.—Awards may be made under this
subpart only to a student who—
“(1) is an eligible student under section 484; and
“(2) makes application at a time and in a manner consistent
with the requirements of the Secretary and that institution.

“(c) SELECTION OF INDIVIDUALS AND DETERMINATION OF AMOUNT OF
Awarps.—(1) From among individuals who are eligible for supple-
mental grants for each fiscal year, the institution shall, in accord-
ance with the agreement under section 487, and within the amount
allocated to the institution for that purpose for that year under
section 413D, select individuals who are to be awarded such grants
and determine, in accordance with section 413B, the amounts to be
pai'(izg(oAt.)h n h (1) of this sub h

K carrying out paragra of this subsection, eac
institution of higher educationm, in the agreement made under
section 487, assure that the selection procedures—

“(i) will be designed to award supplemental grants under this
subpart, first, to students with exceptional need, and

“(ii) will give a priority for supplemental grants under this
subpart to students who receive Pell Grants and meet the
requirements of section 484.

*(B) For the purpose of subparagraph (A), the term ‘students with
exceptional need’ means students with the lowest expected family
contributions at the institution.

“(d) Use or Funps ForR LEss-THAN-FuLL-TIME StupenTs.—If the
institution’s allocation under this subpart is directly or indirectly

in part on the financial n demonstrated by students
attending the institution less than full time, a reasonable proportion
of the institution’s allocation shall be made available to such
students.

“le) Use aAND TRANSFER OF FUNDS FOR ADMINISTRATIVE Ex-
PENSES.—An agreement entered into pursuant to this section shall
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provide that funds granted to an institution of higher education may
be used only to make payments to students participating in a grant
program authorized under this subpart, except that an institution
may use a portion of the sums allocated to it under this subpart to
meet administrative expenses in accordance with section 489 of this
title, and may transfer such funds in accordance with the provisions
of section 488,

““ALLOCATION OF FUNDS

“Skc. 413D. (a) ALLOCATION BASED oN PREVIOUS ALLOCATION.—(1)
From the amount appropriated pursuant to section 413A(b) for each
fiscal year, the Secretary shall first allocate to each eligible institu-
tion an amount equal to 100 percent of the amount such institution
received and used under this subpart for fiscal year 1985.

“(2XA) From the amount so appropriated, the Secretary shall next
allocate to each eligible institution that began participation in the
program under this subpart after fiscal year 1985 but is not a first or
second time participant, an amount equal to the greater of—

““(1) $5,000; or

“(ii) 90 percent of the amount received and used under this
subpart for the first year it participated in the program.

“(B) From the amount so appropriated, the Secretary shall next
allocate to each eligible institution that began participation in the
program under this subpart after fiscal year 1985 and is a first or
second time participant, an amount equal to the greatest of—

“(1) $5,000;

“(ii) an amount equal to (I) 90 percent of the amount received
and used under this subpart in the second preceding fiscal year
by eligible institutions offering comparable programs of instruc-
tion, divided by (II) the number of students enrolled at such
comparable institutions in such fiscal year, multiplied by (III)
the number of students enrolled at the applicant institution in
such fiscal year; or

“(iii) 90 percent of the institution’s allocation under this part
for the preceding fiscal year.

“(C) Notwithstanding subparagraphs (A) and (B) of this para-
grl?pl}'nl, the Secretary shall allocate to each eligible institution
which—

‘(i) was a first-time participant in the program in fiscal year
1986 or any subsequent fiscal year, and

““(ii) received a larger amount under this subsection in the
second year of participation,

an amount equal to 90 percent of the amount it received under this
subsection in its second year of participation.

“(3)A) If the amount appropriated for any fiscal year is less than
the amount required to be allocated to all institutions under para-
graph (1) of this subsection, then the amount of the allocation to
each such institution shall be ratably reduced.

“(B) If the amount appropriated for any fiscal year is more than
the amount required to be allocated to all institutions under para-
graph (1) but less than the amount required to be allocated to all
institutions under paragraph (2), then—

“(i) the Secretary shall allot the amount required to be allo-
cated to all institutions under paragraph (1), and

“(ii) the amount of the allocation to each institution under
paragraph (2) shall be ratably reduced.
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‘C) If additional amounts are appropriated for any such fiscal
year, such reduced amounts shall be increased on the same basis as
they were reduced (until the amount allocated equals the amount
required to be allocated under paragraphs (1) and (2) of this sub-
section).

“(b) ArLocaTioN oF Excess Basep oN Pro RATA SHARE.—From
one-quarter of the remainder of the amount appropriated pursuant
to section 413A(b) for any fiscal year (after making the allocations
required by subsection (a)), the Secretary shall allocate to each
eligible institution an amount which bears the same ratio to such
one-quarter as the amount the eligible institution receives for such
fiscal year under subsection (a) bears to the amount all such institu-
tions receive under such subsection (a).

“(c) ArLLocATiON OF Excess Basep oN FAlrR SHARE—(1) From
three-quarters of the remainder of the amount appropriated pursu-
ant to section 413A(b) for each year (after making the allocations
required by subsection (a)), the Secretary shall allocate to each
eligible institution which has an excess eligible amount an amount
which bears the same ratio to such remainder as such excess eligible
amount bears to the sum of the excess eligible amounts of all such
eligible institutions (having such excess eligible amounts).

“(2) For any eligible institution, the excess eligible amount is the
amount, if any, by which—

“(AXi) the amount of that institution’s need (as determined
under subsection (d)), divided by (ii) the sum of the need of all
institutions (as so determined), multiplied by (iii) the amount
appropriated pursuant to section 413A(b) of the fiscal year;
exceeds

“(B) the amount required to be allocated to that institution
under subsection (a).

“(d) DETERMINATION OF INsTITUTION’S NEED.—(1) The amount of
an institution’s need is equal to—

“(A) the sum of the need of the institution’s eligible under-
graduate students; minus

“(B) the sum of grant aid received by students under subparts
1 and 3 of this part.

“(2) To determine the need of an institution’s eligible undergradu-
ate students, the Secretary shall—

“(A) establish various income categories for dependent and
independent undergraduate students;

“(B) establish an expected family contribution for each
income category of dependent and independent undergraduate
students, determined on the basis of the average expected
family contribution (computed in accordance with part F of this
title) of a representative sample within each income category
for the second preceding fiscal year;

“(C) compute 75 percent of the average cost of attendance for
all undergraduate students;

‘(D) multiply the number of eligible dependent students in
each income category by the lesser of—

(i) 75 percent of the average cost of attendance for all
Fél}dergraduate students determined under subparagraph

;or

“(ii) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,

71-194 0 - 89 - 9 : QL. 3 Part2
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except that the amount computed by such subtraction shall
not be less than zero;
“(E) add the amounts determined under subparagraph (D) for
each income category of dependent students;
“(F) multiply the number of eligible independent students in
each income category by the lesser of—
“(i) 75 percent of the average cost of attendance for all
(u(l‘,';dergraduate students determined under subparagraph
; or
“(ii) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,
except that the amount computed by such subtraction for
any income category shall not be less than zero;
“(G) add the amounts determined under subparagraph (F) for
each income category of independent students; and
"‘iﬂ(g)add the amounts determined under subparagraphs (E)

an 5

“(8XA) For purposes of paragraph (2), the term ‘average cost of
attendance’ means the average of the attendance costs for under-
graduate students and for graduate and professional students, which
shall include (i) tuition and fees determined in accordance with
subparagraph (B), (ii) standard living expenses determined in
accordance with subparagraph (C), and (iii) books and supplies
determined in accordance with subparagraph (D).

“(B) The average undergraduate and graduate and professional
tuition and fees described in subparagraph (A)i) shall be computed
on the basis of information reported by the institution to the
Secretary, which shall include (i) total revenue received by the
institution from undergraduate and graduate tuition and fees for
the second year preceding the year for which it is applying for an
allocation, and (ii) the institution’s enrollment for such second
preceding year.

“(C) The standard living expense described in subparagraph (A)ii)
is equal to three-fourths in the Pell Grant family size offset for a
single independent student.

“(D) The allowance for books and supplies described in subpara-
graph (A)iii) is equal to $450.

“(e) ReaLLocaTION oF Excess ArrocaTions.—If an institution re-
turns to the Secretary any portion of the sums allocated to such
institution under this section for any fiscal year the Secretary shall,
in accordance with regulations, reallocate such excess to other
institutions.

“(f) FiLing DeEADLINES.—The Secretary shall, from time to time,
set dates before which institutions must file applications for alloca-
tions under this part.

“SUuBPART 3—GRANTS TO STATES FOR STATE STUDENT INCENTIVES

“PURPOSE; APPROPRIATIONS AUTHORIZED

“Sec. 415A. (a) Purrose oF SuBPART.—It is the purpose of this
subpart to make incentive grants available to the States to assist
them in providing grants to eligible students attending institutions
of higher education and grants to eligible students for campus-based
community service work learning study.
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“(b) AUTHORIZATION OF APPROPRIATIONS; AVAILABILITY.—(1) There
are authorized to be appropriated $85,000,000 for fiscal year 1987,
and such sums as may be necessary for the 4 succeeding fiscal years.

‘(2) Sums appropriated pursuant to paragraph (1) for any fiscal
year shall remain available for payments to States under this
subpart until the end of the fiscal year succeeding the fiscal year for
which such sums were appropriated.

“ALLOTMENT AMONG STATES

“Sec. 415B. (a) ALLoTMENT BAsSED oN NUMEBER OF ELIGIBLE STU- 20 USC 1070c-1.
DENTS IN ATTENDANCE.—(1) From the sums appropriated pursuant to
section 415A(b)X1) for any fiscal year, the Secretary shall allot to
each State an amount which bears the same ratio to such sums as
the number of students who are deemed eligible in such State for
participation in the grant program authorized by this subpart bears
to the total number of such students in all the States, except that no
State shall receive less than the State received for fiscal year 1979.

“(2) For the purpose of this subsection, the number of students
who are deemed eligible in a State for participation in the grant
program authorized by this subpart, and the number of such stu-
dents in all the States, shall be determined for the most recent year
for which satisfactory data are available.

“(b) REALLOTMENT.—The amount of any State’s allotment under
subsection (a) for any fiscal year which the Secretary determines
will not be required 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 the Secretary
may fix, to other States in proportion to the original allotments to
such States under such part for such year, but with such propor-
tionate amount for any of such States being reduced to the extent it
exceeds the sum the Secretary estimates such State needs and will
be able to use for such year for carrying out the State plan. The total
of such reductions shall be similarly reallotted among the States
whose proportionate amounts were not so reduced. Any amount
reallotted to a State under this part during a year from funds
appropriated pursuant to section 415A(b)1) shall be deemed part of
its allotment under subsection (a) for such year.

“(c) ALLorMENTS SUBJECT TO CONTINUING CoMpPLIANCE.—The Sec-
retary shall make payments for continuing incentive grants only to
States which continue to meet the requirements of section 415C(b).

“APPLICATIONS FOR STATE STUDENT INCENTIVE GRANT PROGRAMS

“Sec. 415C. (a) SuBMISSION AND CONTENTS OF APPLICATIONS.—A 20 USC 1070c-2.
State which desires to obtain a payment under this subpart for any
fiscal year shall submit annually an application therefor through
the State agency administering its program under this subpart as of
July 1, 1985, unless the Governor of that State so designates, in
writing, a different agency to administer the program. The applica-
tion shall contain such information as may be required by, or
pursuant to, regulation for the purpose of enabling the Secretary to
make the determinations required under this subpart.

“(b) PAYMENT OF FEDERAL SHARE OF GRANTS MADE BY QUALIFIED
ProGrRaAM.—From a State’s allotment under this subpart for any
fiscal year the Secretary is authorized to make payments to such
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State for paying up to 50 percent of the amount of student grants
pursuant to a State program which—

“(1) is administered by a single State agency;

“(2) provides that such grants will be in amounts not in excess
of $2,500 per academic year (A) for attendance on a full-time
basis at an institution of higher education, and (B) for campus-
based community service work learning study jobs;

“(8) provides that—

“(A) not more than 20 percent of the allotment to the
State for each fiscal year may be used for the purpose
described in paragraph (2)(B);

“(B) grants for the campus-based community work learn-
ing study jobs may be made only to students who are
otherwise eligible for assistance under this subpart; and

“(C) grants for such jobs be made in accordance with the
provisions of section 443(b)(1);

*(4) provides for the selection of recipients of such grants or of
such State work-study jobs on the basis of substantial financial
need determined annually on the basis of criteria established by
the State and approved by the Secretary;

“(5) provides that, effective with respect to any academic year
beginning on or after October 1, 1978, all nonprofit institutions
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 violation of the
constitution of the State or in any State in which participation
of nonprofit institutions of higher education is in violation of a
statute of the State which was enacted prior to October 1, 1978;

“(6) provides for the payment of the non-Federal portion of
such grants or of such work-study jobs from funds supplied by
such State which represent an additional expenditure for such
year by such State for grants or work-study jobs for students
attending institutions of higher education over the amount
expended by such State for such grants or work-study jobs, if
any, during the second fiscal year preceding the fiscal year in
which such State initially received funds under this subpart;

‘“T) provides that, if the institution’s allocation under this
subpart is based in part on the financial need demonstrated by
students attending the institution less than full time, a reason-
able proportion of the institution’s allocation shall be made
available to such students;

“(8) provides for State expenditures under such program of an
amount not less than the average annual aggregate expendi-
tures for the preceding three fiscal years or the average annual
expenditure per full-time equivalent student for such years;

“9) 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 Secretary to perform his functions
under this subpart; and

“(10) for any academic Kear beginning after June 30, 1987,
provides the non-Federal share of the amount of student grants
or work-study jobs under this subpart through a direct appro-
priation of State funds for the program under this subpart.
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“(c) RESERVATION AND DISBURSEMENT OF ALLOTMENTS AND
RearLLorMENTs.—Upon his approval of any application for a pay-
ment under this subpart, the Secretary shall reserve from the
applicable allotment (including any applicable reallotment) avail-
able 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 students’ incentive grants or work-study jobs
covered by such application. The Secretary shall pay such reserved
amount, in advance or by way of reimbursement, and in such
installments as the Secretary may determine. The Secretary may
amend the reservation of any amount under this section, either
upon approval of an amendment of the application or upon revision
of the estimated cost of the student grants or work-study jobs with
respect to which such reservation was made. If the Secretary ap-
proves an upward revision of such estimated cost, the Secretary may
reserve the Federal share of the added cost only from the applicable
allotment (or reallotment) available at the time of such approval.

“ADMINISTRATION OF STATE PROGRAMS; JUDICIAL REVIEW

“Sgc. 415D. (a) DISAPPROVAL OF APPLICATIONS; SUSPENSION OF 20 USC 1070c-3.
EvicieiLity.—(1) The Secretary shall not finally disapprove any
application for a State program submitted under section 415C, or
any modification thereof, without first affording the State agency
submitting the program reasonable notice and opportunity for a
hearing.

“(2) Whenever the Secretary, after reasonable notice and oppor-
tunity for hearing to the State agency administering a State pro-
gram 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
failure to comply substantially with any such provisions,
the Secretary shall notify such State agency that the State will not
be regarded as eligible to participate in the program under this
subpartluntil he is satisfied that there is no longer any such failure
to comply.

“(b) Review or Decisions.—(1) If any State is dissatisfied with the
Secretary’s final action with respect to the approval of its State
program submitted under this subpart or with his 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 Commissioner 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 Secretary, if supported by substan-
tial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary to take further
evidence, and the Secretary may thereupon make new or modified
findings of fact and may modify his previous action, and shall certifﬂ
to the court the transcript and record of further proceedings. Suc
new or modified findings of fact shall likewise be conclusive if
supported by substantial evidence.

‘(3) The court shall have jurisdiction to affirm the action of the
Secretary 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
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States upon certiorari or certification as provided in title 28, United
States Code, section 1254.

“DEFINITION

“Sec. 415E. For the purpose of this subpart, the term ‘community
service’ means services, including direct service, planning, and ap-
plied research which are identified by an institution of higher
education, through formal or informal consultation with local non-
pli?'ﬂlt-; governmental, and community-based organizations, and
which—

“(1) are designed to improve the quality of life for community
residents, particularly low-income individuals, or to solve
particular problems related to the needs of such residents,
including but not limited to, such fields as health care, child
care, education, literary training, welfare, social services, public
safety, crime prevention and control, transportation, recreation,
housing and neighborhood improvement, rural development,
and community improvement; and

“(2) provide participating students with work-learning
opportunities related to their educational or vocational pro-
grams or goals.

“SuBPART 4—SPECIAL PROGRAMS FOR STUDENTS FrROM
DISADVANTAGED BACKGROUNDS

“PROGRAM AUTHORITY; AUTHORIZATION OF APPROPRIATIONS

“Sec. 417A. (a) GRANTS AND CONTRACTS AUTHORIZED.—The Sec-
retary shall, in accordance with the provisions of this subpart, carry
out a program of making grants and contracts designed to identify
qualified individuals from disadvantaged backgrounds, to prepare
them for a program of postsecondary education, to provide support
services for such students who are pursuing programs of postsecond-
ary education, and to train individuals serving or preparing for
service in programs and projects so designed.

“(b) ELiciBLE GRANT AND CoNTRACT RECIPIENTS.—(1) For the pur-
poses described in subsection (a), the Secretary is authorized, with-
out regard to section 3709 of the Revised Statutes (41 U.S.C. 5), to
make grants to, and contracts with, institutions of higher education,
public and private agencies and organizations, and, in exceptional
circumstances, secondary schools for planning, developing, or carry-
ing out one or more of the services assisted under this subpart.

2) In making grants and contracts under this subpart, the
Secretary shall consider the prior experience of service delivery
under the particular program for which funds are sought by each
applicant. For fiscal years after 1985, the level of consideration
given to prior experience shall not vary from the level of consider-
ation given this factor for fiscal year 1985.

“(c) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of
making grants and contracts under this subpart, there are au-
thorized to be appropriated $205,000,000 for fiscal year 1987, and
such sums as may be necessary for the 4 succeeding fiscal years.

“(d) DerintTIONS.—FoOr the purpose of this subpart—

‘(1) the term ‘first generation college student’ means—
‘(A) an individual both of whose parents did not complete
a baccalaureate degree; or
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“(B) in the case of any individual who regularly resided
with and received support from only one parent, an individ-
ual whose only such parent did not complete a bacca-
laureate d

“(2) the term ‘low-income individual’ means an individual
from a family whose taxable income for the preceding year did
not exceed 150 percent of an amount equal to the poverty level
determined by using criteria of poverty established by the
Bureau of the Census; and

“(3) no veteran shall be deemed ineligible to icipate in  Veterans.
any program under this subpart by reason of such individual's
age who—

“(A) served on active duty for a period of more than 180
days, any part of which occurred after January 31, 1955,
and was discharged or released therefrom under condmons
other than dishonorable; or

“(B) served on active duty after January 31, 1955, and
was discharged or released therefrom because of a service
connected disability.

“TALENT SEARCH

“SEc. 417B. (a) PRoGRAM AuTHORITY.—The Secretary shall carry 20 USC 1070d-1.
opt:.dpmgramtobeknownastalentsearchwhichshallbede-
signed—

“(1) to identify qualified youths with potential for education
at the postsecondary level and to encourage such youths to
complete secondary school and to undertake a program of post-
secondary education;

“2) to fmbhc:ze the availability of student financial assist-
ance available to Jwersons who pursue a program of postsecond-
ary education; an

‘(3) to encourage persons who have not completed programs
of education at the secondary or postsecondary level, but who
have the ability to complete such programs, to reenter such

grams.

“(b) Turoxm ServicEs.—A talent search project assisted under
tlus subpart may include, in addition to the services described in

%g]:aphs (1), (2), and (3) of subsection (a), tutorial services for
encouraged to undertake or reenter programs of post-
seconda:y education if such tutorial services are not otherwise
avgilable to such youths through a project assisted under this
subpart.

““(c) REQUIREMENTS FOR APPROVAL OF APPLICATIONS.—In approving
applications for talent search projects under this subpart for any
fiscal year the Secretary shall—

“(1) require an assurance that not less than two-thirds of the Disadvantaged
youths participating in the project proposed to be carried out persons.
under any application be low-income individuals who are first
generation college students;

“(2) require that such participants be persons who either have
completed 6 years of elementary education or are at least 12
years of age but not more than 27 years of age, unless the
imposition of any such limitation with respect to any person
would defeat the purposes of this section or the purposes of
section 417E;
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“(3) require an assurance that individuals participating in the
project proposed in the application do not have access to serv-
ices from another project funded under this section or under
section 417E; and

“(4) require assurances that the project will be located in a
setting accessible to the persons proposed to be served by the
project.

“UPWARD BOUND

“Sec. 417C. (a) PRocraAM AuTHORITY.—The Secretary shall carry

1070d-1a. out a program to be known as upward bound which shall be
designed to generate skills and motivation necessary for success in
education beyond high school.

“(b) PERMISSIBLE SERVICES.—Any upward bound project assisted

under the subpart may provide services such as—

“(1) instruction in reading, writing, study skills, mathematics,
and other subjects necessary for success beyond high school;

“(2) personal counseling;

“(3) academic advice and assistance in high school course
selection;

(4) tutorial services;

“(5) exposure to cultural events, academic programs, and
other activities not usually available to disadvantaged youth;

“(6) activities designed to acquaint youths participating in the
project with the range of career options available to them;

“(7) instruction designed to prepare youths participating in
the project for careers in which persons from disadvantaged
backgrounds are particularly underrepresented;

“(8) on-campus residential programs; and

“(9) programs and activities as described in paragraphs (1)
through (8) which are specially designed for students of limited
English proficiency.

“(c) REQUIREMENTS FOR APPROVAL OF APPLICATIONS.—In approving

applications for upward bound projects under this subpart for any
fiscal year the Secretary shall—

Disadvantaged
persons.

“(1) require an assurance that not less than two-thirds of the
youths participating in the project proposed to be carried out
under any application be low-income individuals who are first
generation college students;

*(2) require an assurance that the remaining youths partici-
pating in the project proposed to be carried out under any
application be either low-income individuals or be first genera-
tion college students;

“(3) require that there be a determination by the institution,
with respect to each participant in such project, that the partici-
pant has a need for academic support in order to pursue success-
fully a program of education beyond high school; and

“(4) require that such participants be persons who have com-
pleted B years of elementary education and are at least 13 years
of age but not more than 19 years of age, unless the imposition
of any such limitation would defeat the purposes of this section.

“(d) MaxiMum StipENDS.—Youths participating in a project pro-

posed to be carried out under any application may be paid stipends
not in excess of $60 per month during June, July, and August, and
not in excess of $40 per month during the remaining period of the
year.
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“STUDENT SUPPORT SERVICES

“Sec. 417D. (a) ProcraM AUTHORITY.—The Secretary shall carry 20 USC
out a program to be known as student support services (hereinafter 1070d-1b.
referred to as ‘student support services’).

“(b) PERMISSIBLE SERVICES.—A support services project assisted
under this subpart may provide services such as—

“(1) instruction in reading, writing, study skills, mathematics,
and other subjects necessary for success beyond high school;

“(2) personal counseling;

“(3) academic advice and assistance in course selection;

“(4) tutorial services and counseling and peer counseling;

*(5) exposure to cultural events and academic programs not
usually available to disadvantaged students;

*“(6) activities designed to acquaint students participating in
the project with the range of career options available to them;

“(7) activities designed to assist students participating in the
project in securing admission and financial assistance for enroll-
ment in graduate and professional programs;

“(8) activities designed to assist students currently enrolled in
2-year institutions in securing admission and financial assist-
ance for enrollment in a four-year program of postsecondary
education; and

“(9) programs and activities as described in paragraphs (1)
through (8) which are specially designed for students of limited
English proficiency.

*(c) REQUIREMENTS FOR APPROVAL OF APPLICATIONS.—In approving
applications for support services projects under this subpart for any
fiscal year the Secretary shall—

“(1) require an assurance that not less than two-thirds of the
persons participating in the project proposed to be carried out
under any application—

“(A) be physically handicapped, or
‘“(B) be low-income individuals who are first generation Disadvantaged
college students; persons.

“(2) require an assurance that the remaining students partici-
pating in the project proposed to be carried out under any
application either be low-income individuals, first generation
college students, or physically handicapped;

“(3) require that there be a determination by the institution,
with respect to each participant in such project, that the partici-
pant has a need for academic support in order to pursue success-
fully a program of education beyond high school;

“(4) require that such participants be enrolled or accepted for
enrollment at the institution which is the recipient of the grant
or contract; and

“(5) require an assurance from the institution which is the
recipient of the grant or contract that each student enrolled in
the project will receive sufficient financial assistance to meet
that student’s full financial need.

“(d) PoST-BACCALAUREATE ACHIEVEMENT PROGRAM AUTHORITY.—
(1) The Secretary shall carry out a program to be known as the
“Post-Baccalaureate Achievement Program”.

*(2) A post-baccalaureate achievement project assisted under this
subsection may provide services such as—
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“(A) opportunities for research or other scholarly activities at
the institution or at graduate centers designed to provide stu-
dents with effective preparation for doctoral study;

“(B) summer internships;

“(C) seminars and other educational activities designed to
prepare students for doctoral study;

“(D) tutoring;

“(E) academic counseling; and

“(F) activities designed to assist students participating in the
project in securing admission to and financial assistance for
enrollment in graduate programs.

“(2) In approving applications for post-baccalaureate achievement
projects assisted under this subsection for any fiscal year, the

Secretary shall require—
Disadvantaged “(A) an assurance that not less than two-thirds of the individ-
persons. uals participating in the project proposed to be carried out

under any application be low-income individuals who are first-
generation college students;

“(B) an assurance that the remaining persons participating in
the project proposed to be carried out be from a group that is
underrepresented in graduate education;

‘“(C) an assurance that participants be enrolled in a degree
program at an eligible institution in accordance with the provi-
sions of section 487; and

“(D) an assurance t. teJ:articipants in summer research
internships have comple their sophomore year in post-
secondary education.

“(4) In addition to such other selection criteria as may be pre-
scribed by regulations, the Secretary shall consider in making
awards to institutions under this subsection—

“(A) the quality of research and other scholarly activities in
which students will be involved;

“(B) the level of faculty involvement in the project and the
de%cription of the research in which students will be involved;
an

‘C) the institution’s plan for identifying and recruiting
participants including students enrolled in projects authorized
under this subsection.

“(5) Students participating in research under a post-baccalaureate
achievement project may receive stipends not to exceed $2,400 per
annum.

“(6) No funds shall be allocated to projects authorized under this
subsection until projects authorized by the other provisions of this
subpart are allocated a minimum of $168,800,000, and in no case
shall é'unds allocated to projects authorized under this subsection
exceed—

“(A) $1,000,000 in the fiscal year 1988,

“(B) $2,000,000 in the fiscal year 1989,

“(C) $3,000,000 in the fiscal year 1990, and

‘(D) $4,000,000 in the fiscal year 1991.

““EDUCATIONAL OPPORTUNITY CENTERS

20 USC “Sec. 417E. (a) PROGRAM AUTHORITY; SERVICES ProviDED.—The
1070d-1c. Secretary shall carry out a program to be known as educational
opportunity centers which shall be designed—
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“(1) to provide information with respect to financial and
academic assistance available for individuals desiring to pursue
a program of postsecondary education; and

“(2) to provide assistance to such persons in applying for
admission to institutions at which a program of postsecondary
education is offered, including preparing necessary applications
for use by admissions and financial aid officers.

“(b) TuToRrIAL AND COUNSELING SERVICES.—An educational oppor-
tunity center assisted under this subpart may provide, in addition to
the services described in paragraphs (1) and (2) of subsection (a),
tutorial and counseling services for persons participating in the
project if such tutorial and counseling services are not otherwise
available through a project assisted under this subpart.

“(c) REQUIREMENTS FOR APPROVAL OF APPLICATIONS.—In approving
applications for educational opportunity centers under this subpart
for any fiscal year the Secretary shall—

(1) require an assurance that not less than two-thirds of the
persons participating in the project proposed to be carried out
under any application be low-income individuals who are first
generation college students;

“(2) require that such participants be persons who are at least
nineteen years of age, unless the imposition of such limitation
with respect to any person would defeat the purposes of this
section or the purposes of section 417B; and

“(3) require an assurance that individuals participating in the
project proposed in the application do not have access to serv-
ices from another project funded under this section or under
section 417B.

‘““STAFF DEVELOPMENT ACTIVITIES

“Sec. 417F. For the purpose of improving the operation of the 20 USC
programs and projects authorized by this subpart, the Secretary is 1070d-1d.
authorized to make grants to institutions of higher education and
other public and private nonprofit institutions and organizations to
provide training for staff and leadership personnel employed in, or
preparing for employment in, such programs and projects. Such
training shall include conferences, internships, seminars, work-
shops, and the publication of manuals designed to improve the
ogeration of such programs and projects and 1 be carried out in
the various regions of the Nation in order to ensure that the
training opportunities are appropriate to meet the needs in the local
areas being served by such Frograms and projects. Grants for the
purposes of this section shall be made only after consultation with
regional and State Lﬂrofessional associations of persons having spe-
cial knowledge with respect to the needs :mci:'e problems of such
programs and projects.

“SUBPART 5—SPECIAL PROGRAMS FOR STUDENTS WHOSE FAMILIES
ARE ENGAGED IN MIGRANT AND SEASONAL FARMWORK

“MAINTENANCE AND EXPANSION OF EXISTING PROGRAMS

“Sec. 418A. (a) PrRoGRAM AuTHORITY.—The Secretary shall main- 20 USC 1070d-2.
tain and expand existing secondary and postsecondary high school
equivalency program and college assistance migrant program
projects located at institutions of higher education or at private
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nonprofit organizations working in cooperation with institutions of
higher education.

“(b) Services Provipep By HiGH ScHoor EqQuivALENCY Pro-

GraM.—The services authorized by this subpart for the high school
equivalency program include—

(1) recruitment services to reach persons who are 17 years of
age and over, who themselves or whose parents have spent a
minimum of 75 days during the past 24 months in migrant and
seasonal farmwork, and who lack a high school diploma or its
equivalent;

“(2) educational services which provide instruction designed
to help students obtain a general education diploma which
meets the guidelines established by the State in which the
project is located for high school equivalency;

“(3) supportive services which include the following:

“(A) personal, vocational, and academic counseling;

“(B) placement services designed to place students in a
university, college, or junior college program, or in military
service or career positions; and

“(C) health services;

“(4) information concerning and assistance in obtaining avail-
able student financial aid;

“(5) weekly stipends for high school equivalency program
participants;

“(6) housing for those enrolled in residential programs;

“(7) exposure to cultural events, academic programs, and
other educational and cultural activities usually not available
to migrant youth; and

“(8) other essential supportive services, as needed to ensure
the success of eligible students.

“(c) SERVICES PROVIDED BY COLLEGE ASSISTANCE MIGRANT Pro-

GrAM.—Services authorized by this subpart for the college assist-
ance migrant program include—

“(1) outreach and recruitment services to reach persons who
themselves or whose parents have spent a minimum of 75 da;
during the past 24 months in migrant and seasonal farmwork,
and who meet the minimum qualifications for attendance at a
college or university;

“(2) supportive and instructional services which include:

“(A) personal, academic, and career counseling as an
ongoing part of the program;

“(B) tutoring and academic skill building instruction and
assistance;

‘YC) assistance with special admissions;

‘(D) health services; and

‘E) other services as necessary to assist students in
completing program requirements;

‘(3) assistance in obtaining student financial aid which
includes, but is not limited to:

“(A) stipends;

“(B) scholarships;

“(C) student travel;

“(D) career oriented work study;
“(E) books and supplies;

“(F) tuition and fees;

“(G) room and board; and
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‘“H) other assistance necessary to assist students in
completing their first year of college;
“(4) housing support for students living in institutional facili-
ties and commuting students;
“(5) exposure to cultural events, academic programs, and
other activities not usually available to migrant youth; and
“(6) other support services as necessary to ensure the success
of eligible students.

“(d) MANAGEMENT PLAN REQUIRED.—Each project application
shall include a management plan which contains assurances that
staff shall have a demonstrated knowledge and be sensitive to the
unique characteristics and needs of the migrant and seasonal farm-
worker population, and provisions for:

“(1) staff in-service training;

“(2) training and technical assistance;
“(8) staff travel;

““(4) student travel;

“(5) interagency coordination; and
“(6) an evaluation plan.

“(e) THREE-YEAR GRANT PERIOD; CONSIDERATION OF PRIOR EXPERI-
ENCE.—Except under extraordinary circumstances, the Secretary
shall award grants for a 3-year period. For the purpose of making
grants under this subpart, the Secretary shall consider the prior
experience of service delivery under the particular project for which
funds are sought by each applicant. Such prior experience shall be
awarded the same level of consideration given this factor for
applicants for programs authorized by subpart 4 of this part in
accordance with section 417A(b)2).

“(f) Mintmum ArrocaTions.—The Secretary shall not allocate an
amount less than—

“(1) $150,000 for each project under the high school equiva-
lency program, and

“(2) $150,000 for each project under the college assistance
migrant program.

‘“(g) AUTHORIZATION OF APPROPRIATIONS.—There is authorized to
be appropriated for this part $9,000,000 for fiscal year 1987, and
such sums as may be necessary for the 4 succeeding fiscal years.

“SusPART 6—ROBERT C. Byrp HONORS ScHOLARSHIP PROGRAM
“STATEMENT OF PURPOSE

“Sec. 419A. It is the purpose of this subpart to establish a Robert 20 USC
C. Byrd Honors Scholarship Program to promote student excellence 1070d-31.
and achievement and to recognize exceptionally able students who
show promise of continued excellence.

“‘DEFINITION

“Skc. 419B. For the purpose of this subpart— 20 USC
“(1) the term ‘secondary school’ has the same meaning given 1070d-32.
that term under section 198(a)7) of the Elementary and nd-
ary Education Act of 1965; and 20 USC 2854.
“(2) the term ‘State’ means each of the several States, the

District of Columbia, and the Commonwealth of Puerto Rico.
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State and local
rnments.

Usc
1070d-33.

20 USC
1070d-34.

20 USC
1070d-35.

20 USC
1070d-36.

“‘SCHOLARSHIPS AUTHORIZED

“Sec. 419C. (a) ProGrRaM AvuTHORITY.—The Secretary is
authorized, in accordance with the provisions of this subpart, to
make grants to States to enable the Sptates to award scholarships to
individuals who have demonstrated outstanding academic achieve-
ment and who show promise of continued academic achievement.

“(b) PEriOD OF AWARD.—Scholarships under this section shall be
awarded for a period of one academic year for the first year of study
at an institution of higher education.

“(c) Use AT ANY INSTITUTION PERMITTED.—A student awarded a
scholarship under this subpart may attend any institution of higher
education.

“(d) Byrp ScHoLArs.—Individuals awarded scholarships under
this subpart shall be known as ‘Byrd Scholars’.

““ALLOCATION AMONG STATES

“Sec. 419D. From the sums appropriated pursuant to section 419K
for any fiscal year, the Secremrg shall allocate to each State having
an agreement under section 419E—

“(1) $1,500 multiplied by the number of individuals in the
State eligible for scholarships pursuant to section 419G(b), plus

“(2) $10,000, plus 5 percent of the amount to which a State is
eligible under paragraph (1) of this section.

“AGREEMENTS

“Sec. 419E. The Secretary shall enter into an agreement with
each State desiring to participate in the scholarship program
authorized by this subpart. Each such agreement shall include
provisions designed to assure that—

“(1) the State educational agency will administer the scholar-
ship program authorized by this subpart in the State;

“(2) the State educational agency will comply with the eligi-
bility and selection provisions of this subpart;

“(3) the State educational agency will conduct outreach activi-
ties to publicize the availability of scholarships under this
subpart to all eligible students in the State, with particular
emphasis on activities designed to assure that students from
low-income and moderate-income families have access to the
information on the opportunity for full participation in the
scholarship program authorized by this subpart;

‘(4) the State educational agency will pay to each individual
in the State who is awarded a scholarship under this subpart
$1,500 at an awards ceremony in accordance with section 4191;

an

“(5) the State educational agency will use the amount of the
allocation described in paragraph (2) of section 419D for
administrative expenses, including the conduct of the awards
ceremony required by section 4191.

“ELIGIBILITY OF SCHOLARS

“Sec. 419F. (a) HicH ScHooL GRADUATION OR EQUIVALENT AND
ApmissioN 1o INsTITUTION REQUIRED.—Each student awarded a
scholarship under this subpart shall be a graduate of a public or
private secondary school or have the equivalent of a certificate of
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graduation as recognized by the State in which the student resides
and must have been admitted for enrollment at an institution of
higher education.

“(b) SELECTION BASED ON PROMISE OF ACADEMIC ACHIEVEMENT.—
Each student awarded a scholarship under this subpart must dem-
onstrate outstanding academic achievement and show promise of
continued academic achievement.

“‘SELECTION OF SCHOLARS

“Sec. 419G. (a) EsTaBLISHMENT OF CRITERIA.—The State edu- State and local
cational agency is authorized to establish the criteria for the selec- governments.
tion of scholars under this subpart. 1070d-37.

‘(b) ApoprioNn oF Procebures.—The State educational agency
shall adopt selection procedures which are designed to assure that
10 individuals will be selected from among residents of each congres-
sional district in a State (and in the case of the District of Columbia
and the Commonwealth of Puerto Rico not to exceed 10 individuals
will be selected in such District or Commonwealth).

“(c) ConsuLTATION REQUIREMENT.—In carrying out its responsibil-
ities under subsections (a) and (b), the State educational agency shall
consult with school administrators school boards, teachers, coun-
selors, and parents.

“STIPENDS AND SCHOLARSHIP CONDITIONS

“Sec. 419H. (a) AMoUNT oF AwArD.—Each student awarded a 20 USC
scholarship under this subpart shall receive a stipend of $1,500 for ~ 1070d-38.
the academic year of study for which the scholarship is awarded.

“(b) Use oF Awarp.—The State educational agency shall establish  State and local
procedures to assure that a scholar awarded a scholarship under  governments.
this subpart pursues a course of study at an institution of higher
education.

“AWARDS CEREMONY

“Sec. 4191. (a) LocaL CErReMoNY.—The State educational agency 20 USC
shall make arrangements to award scholarships under this subpart  1070d-39.
at a place in each State which is convenient to the individuals
selected to receive such scholarships. To the extent possible, the
award shall be made by Members of the Senate and Members of the
House of Representatives (by the Delegate in the case of the District
of Columbia and the Resident Commissioner in the case of the
Commonwealth of Puerto Rico) who represent the State, Common-
wealth, or District, as the case may be, from which the individuals
come.

“(b) TiMING oF SELECTION.—The selection process shall be com-
pleted, and the awards made prior to the end of each secondary
academic year.

“CONSTRUCTION OF NEEDS PROVISIONS

“Sec. 419J. Nothing in this subpart, or any other Act, shall be 20 USC
construed to permit the receipt of a scholarship under this subpart 1070d-40.
to be counted for any needs test in connection with the awarding of
any grant or the making of any loan under this Act or any other
provision of Federal law relating to educational assistance.
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“AUTHORIZATION OF APPROPRIATIONS

“Sec. 419K. There are authorized to be appropriated for this
subpart $8,000,000 for fiscal year 1987, and such sums as may be
necessary for the 4 succeeding fiscal years.

“SuBPART T—ASSISTANCE TO INSTITUTIONS OF HIGHER EDUCATION
“PAYMENTS TO INSTITUTIONS OF HIGHER EDUCATION

“Sec. 420. (a) Cost or EpucaTioN PaymMENTS.—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.

“(b) CoMPUTATION OF AMOUNT.—(1) 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 paragraph (2)(A) plus the amount deter-
mined under paragraph (2)(B).

“(2)(AXi) The Secretary 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 recipients of
basic grants under subpart 1, in accordance with the following table:

“If the total number of students in at-

tendance is— The amount of the grant is—
Not over 1,000 $500 for each recipient.
Over 1,000 but not over 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.............. $500 for each of 100 recipients; plus $400

for each of 150 recipients in excess of
100; plus $300 for each recipient in
excess of 250.

Over 5,000 but not over 10,000............ $500 for each 100 recipients; plus $400
for each of 150 recipients in excess of
100; plus $300 for each of 250 recipi-
ents in excess of 250; plus $200 for
each recipient in excess of 500.

Over 10,000 ... $600 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 receiving a cost-of-education payment under
this subpart on less than a full-time basis, the amount determined
under this subparagraph with respect to the student shall be re-
duced in proportion to the degree to which that student is not
attending on a full-time basis.

“(iii) If during any period of any fiscal year the funds available for
making payments on the basis of entitlements established under
this subparagraph 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
E unsatisfied by the payments made under the first sentence of this

vision.
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“(B)i) The Secretary shall determine with respect to each institu-
tion an amount equal to the appropriate percent (specified on the
table below) of the aggregate of—

‘;S:IJ2 supplemental educational opportunity grants under sub-
part 2;
“(I1) work-study payments under part C; and
‘“(I1I) loans to students under part E;
made for such year to students who are in attendance at such
institution. The Secretary shall determine such amounts on the
basis of percentages of such gate, and the number of students
in attendance at institutions during the most recent academic year
glgling prior to such fiscal year, in accordance with the following
e:

“If the number of students The percentage of
in attendance at the such a ate
institution is— shall

I T R R ISt U R B S P e A, S8 50 percent.

Over 1,000 but not over 3,000 46 percent.

Over 3,000 but not over 10,000 42 percent.

Over 10,000 ...38 percent.

“(i1) If during any period of any fiscal year the funds available for
making payments on the basis of entitlements established under
this subparagraph 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
f]s. unsatisfied by the payments made under the first sentence of this

ivision.

“(83XA) In determining the number of students in attendance at
institutions of higher education under this subsection, the Secretary
shall compute the full-time equivalent of part-time students.

“(B) The Secretary shall make a separate determination of the
number of students in attendance at an institution of higher edu-
cation 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) APpPLICATIONS; CONTENTS AND MANNER OF FILING.—An institu-
tion of higher education may receive a cost-of-education payment in
accordance with this section only upon application therefor. An
application under this section shall be submitted at such time or
times, in such manner, and containing such information as the
Secretary determines necessary to carry out his functions under this
title, and shall—

“(1) set forth such policies, assurances, and procedures as will
ensure that—

“(A) the funds received by the institution under this
section will be used solely to defray instructional expenses
in academically related programs of the applicant;

“(B) the funds received by the institution under this
section will not be used for a school or department of
divinity or for any religious worship or sectarian activity;

“(C) 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 3 years preceding
the year for which the grant is sought; and
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20 USC 1070e-1.

38 USC 1500 et
seq.
38 USC 1651 et
seq.

38 USC 1690 et
seq., 1695 et seq.

38 USC 101.

“(D) the applicant will submit to the Secretary such
reports as the Secretary may require by regulation; and

“(2) contain such other statement of policies, assurances, and
procedures as the Secretary may require by regulation in order
to protect the financial interests of the United States.

“(d) APPORTIONMENT OF APPROPRIATIONS.—(1) The Secretary shall
pay to each institution of higher education for each fiscal year the
amount to which it is entitled under this section.

“(2) Of the total sums appropriated to make payments on the basis
of entitlements established under this section and to make pay-
ments under part D of title IX—

“(A) 45 percent shall be available for making payments on the
basis of entitlements established under paragraph (2)A) of
subsection (a);

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

“(C) 10 percent shall be available for making payments under
part D of title IX.

“(3) No payments on the basis of entitlements established under
paragraph (2)(A) 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 percent of the appropriation necessary
for satisfying the total of all entitlements established under such
subpart. In no event shall, during any fiscal year, the aggregate of
the payments to which this paragraph applies exceed that percent-
age of the total entitlements established under such paragraph
(2XA) which equals the percentage of the total entitlements estab-
lished under subpart 1 which are satisfied by appropriations for
such purpose for that fiscal year.

“(e) LimiTaTION ON APPROPRIATIONS.—No funds are authorized to
be appropriated for this subpart for fiscal year 1987.

“VETERANS EDUCATION OUTREACH PROGRAM

“Sec. 420A. (a) AUTHORIZATION OF APPROPRIATIONS.—There are
authorized to be appropriated to carry out the provisions of this
section $5,000,000 for fiscal year 1987, and such sums as may be
necessary for the 4 succeeding fiscal years.

“(b) S1ze AND DurATION OF AWARDS.—(1) The minimum grant that
may be awarded to an institution under this section is $1,000, which
may remain available for expenditure over a period not to exceed 2
academic years.

“(2) 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 voca-
tional rehabilitation under chapter 31 of title 38, United States
Code, or a veteran receiving educational assistance under chap-
ter 34 of such title 38, and who is in attendance at such
institution as an undergraduate student during such year;

“(B) $150 for each person who is in attendance at such
institution as an undergraduate student during such year and
who has been the recipient of educational assistance under
subchapter V or VI of chapter 34 of such title 38, or who has a
service-connected disability as defined in section 101(16) of such
title 38, or who is disabled, as determined in accordance with
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regulations promulgated {)}y the Secretary after consultation
with the Administrator of Veterans' Affairs; and
“(C) $100 for each person who is in attendance at such institu-
tion as an undergraduate student during such year and who has
received an honorable discharge from military service but who
is no longer eligible to or does not receive educational benefits
under chapter 31 or chapter 34 of title 38 of the United States
Code. 38 USC 1500 et

“(3) In any case where a person on behalf of whom a ent is seg., 1651 et seq.
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 tﬂe degree to which that person is not
attending on a full-time basis.

“(4XA) The Secretary shall pay to each institution of higher
education which has had an application approved under subsection
(c) the amount to which it is entitled under this section. If the
amount approglriated for any fiscal year is not sufficient to pay the
amounts to which all such institutions are entitled, the Secretary
shall ratably reduce such payments. If any amounts become avail-
able for a fiscal year after such reductions have been imposed, such
rzguceg payments shall be increased on the same basis as they were
reduced.

“(B) The maximum amount of payments to any institution of
higher education, or any branch thereof which is located in a
community which is different from that in which the parent institu-
tion thereof is located, in any fiscal year shall be §75,000. In making
payments under this section for any fiscal year, the Secretary shall
apportion the appropriation for making such payments, from funds
which become available as a result of the limitation on payments set
forth in the preceding sentence, in such a manner as will result in
the receipt by each institution which is eligible for payment under
this section of the first $9,000 (or the amount of its entitlement for
that fiscal year, but not less than $1,000, whichever is the lesser) and
then additional amounts up to the limitation set forth in the preced-
ing sentence.

‘(5) Not less than 90 percent of the amounts paid to any institu-
tion under paragraph (3XA) in any fiscal year shall be used to
implement the requirement of subsection (c)2XC)({i), and to the
extent that such funds remain after implementing such require-
ment, funds limited by such 90 percent requirement shall be used
for implementing the requirements of clauses (ii) through (v) of
subsection (c)2XC), except that the Secretary may, in accordance
with criteria established in regulations jointly prescribed by the
Secretary with the Administrator, 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.

“(c) EricmBiLiTY FOR AWARDS.—(1) During the period beginning
July 1, 1987, and ending September 1, 1991, each institution of
higher education shall be entitled to a payment under, and in
accordance with, this section during any fiscal year if the number of
persons who are veterans with honorable discharges and are in
zlxtt(fndance as undergraduate students at the institution is at least

00.

‘(2) An institution of higher education shall be eligible to receive

the payment to which it is entitled under this section only if it
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makes application therefor to the Secretary. 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
Secretary determines necessary to carry out the functions of the
Secretary under this title, and shall—

“(A) set forth such policies, assurances, and procedures as will
ensure that—

(i) the funds received by the institution under this sec-
tion and available to it after the requirements of subsection
(e) have been met will be used solely to defray instructional
expenses in academically related programs of the applicant;

‘(ii) the funds received by the institution under this
section will not be used for a school or department of
divinity or for any religious worship or sectarian activity;

“(iii) 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 3 years preceding
the year for which the grant is sought;

‘“(iv) the applicant will expend, during the academic year
for which a payment is sought, for enhancing the functions
of the Veterans Education Outreach Program, an amount
equal to at least the amount of the award under this section
froén sources other than this or any other Federal program;
an

“(v) the applicant will submit to the Secretary such re-
ports as the Secretary may require by regulation;

“(B) contain such other statement of policies, assurances, and
procedures as the Secretary may require by regulation in order
to protect the financial interests of the United States; and

“(C) set forth such plans, policies, assurances, and procedures
as will ensure that the applicant will make an adequate effort—

“(i) to maintain an office of veterans’ affairs which has
responsibility for veterans’ outreach, recruitment, and s
cial education programs, including the provision of edu-
cational, vocational, and personal counseling for veterans,

“(ii) to carry out programs designed to prepare education-
ally disadvantaged veterans for postsecondary education (I)
under subchapter V of chapter 34 of title 38, United States
Code, and (II) in the case of any institution located near a
military installation, under subchapter VI of such chapter

34,

“(iii) to carry out active outreach (with special emphasis
on service-connected disabled veterans, other disabled or
handicapped veterans, incarcerated veterans, and
educationally disadvantaged veterans), recruiting, and
counseling activities through the use of funds available
under federally assisted work-study programs (with special
emphasis on the veteran-student services program under
section 1685 of such title 38),

“(iv) to carry out an active tutorial assistance program
for veterans, including dissemination of information
regarding such program, with special emphasis on maki
maximum use of the benefits available under section 169
of such title 38, and

“(v) to coordinate activities carried out under this part
with the readjustment counseling program authorized
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under section 612A of title 38, United States Code, and with
the programs of veterans employment and training au-
thorized under the Job Training Partnership Act and under 29 USC 1501
chapters 41 and 42 of title 38, United States Code, in order Ialgtffsc 2000
to assist in serving the readjustment, rehabilitation, per- .. 5617 ss;_
sonal counseling, and employment needs of veterans, ’

except that an institution which the Secretary determines, in

accordance with regulations jointly prescribed by the Secretary and

the Administrator of Veterans' Affairs (hereinafter referred to as

the ‘Administrator’), cannot feasibly itself, in terms of the number

of veterans in attendance there, carry out any or all of the programs

set forth in clauses (i) through (v) of subparagraph (C), may carry out

such program or programs through a consortium agreement with

one or more other institutions of higher education and shall be

required to carry out such programs only to the extent that the

Secretary determines, in accordance with regulations jointly pre-

scribed by the Secretary and the Administrator, is appropriate in

terms of the number of veterans in attendance at such institution.

The adequacy of efforts to meet the requirements of subparagraph

(C) of this paragraph shall be determined by the Secretary, based

upon the recommendations of the Administrator, in accordance with

criteria established in regulations jointly prescribed by the Sec-

retary and the Administrator.

‘“8) The Secretary shall not approve an application under this
subsection unless he determines that the applicant will implement
the requirements of subparagraph (C) of paragraph (1) within the
first academic year during which it receives a payment under this
section.

“(4) Any institution which has been eligible under this section
prior to September 30, 1985, for a continuous period of three of the
lﬁ‘ﬁve years shall be determined eligible under the terms of this
section.

“(d) CoorpiNATION OF PrROGRAMS.—The Secretary, in carrying out
the provisions of this section, shall seek to assure the coordination of
programs assisted under this section with programs carried out by
the Veterans’ Administration pursuant to title 38, United States
Code, and the Administrator shall provide all assistance, technical
consultation, and information otherwise authorized by law as nec-
essary to promote the maximum effectiveness of the activities and

assisted under this section.

“(e) ADMINISTRATION OF PROGRAM.—The program provided for in
this section shall be administered by an identifiable administrative
unit in the Department.

“(f) Di1SSEMINATION OF INFORMATION.—From the amounts appro-
priated for this section, the Secretary shall retain one percent or
$10,000, whichever is less, for the purpose of collecting information
about exemplary Veterans Educational Outreach Programs and
disseminating that information to other institutions of higher edu-
cation having such programs on their campuses. Such collection and
dissemination shall be done on an annual basis.
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“SuBPART 8—SPECIAL CHILD CARE SERVICES FOR DISADVANTAGED
COLLEGE STUDENTS

“SPECIAL CHILD CARE SERVICES FOR DISADVANTAGED COLLEGE
STUDENTS

Grants. “Sec. 420B. (a) PRocrAM AuTHORITY.—Funds appropriated pursu-

20 USC 1070f. ant to subsection (c) shall be used by the Secretary to make grants to
institutions of higher education to provide specu:? child care services
to disadvantaged students.

“(b) ApPLICATIONS.—Any institution wishing to receive a grant
under this section shall submit an application to the Secretary. Such
application shall include—

“(1) a description of the program to be established;
“(2) assurances by the applicant to the Secretary that—

“(A) not less than two-thirds of the participants in the
program are low-income individuals;

“(B) the remaining participants in the program are either
low-income individuals;

“(C) the participants require the services to pursue a
successful program of education beyond high school;

(D) the participants are enrolled at the institution which
is the recipient of the grant;

“(E) all participants will receive sufficient assistance
(under this subpart, other provisions of this title, or other-
wise) to meet that student’s full financial need for child
care services related to such enrollment; and

“(F) the institution will meet such need of participants by
providing child care through vouchers, contracted services,
or direct provision of services; an
“(3) such information (and meet such conditions) as may be
uired by the Secretary.

“(c) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated to carry out the purpose of this section, $10,000,000
for fiscal year 1987, and such sums as may be necessary for the 4
succeeding fiscal years.

“(d) DeriNtTIONS.—For the purpose of this subpart—

“(1) the term ‘first generation college student’ means—

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

“(B) in the case of any individual who regularly resided
with and received support from only one parent, an individ-
ual whose only such parent did not complete a bacca-
laureate degree; and

“(2) the term ‘low-income individual’ means an individual
from a family whose taxable income for the preceding year did
not exceed 150 percent of an amount equal to the poverty level
determined by usmg criteria of poverty established by the
Bureau of the Census.”
20 USC 1070a-1 (b) EFFeCTIVE Dxms.—(l) Except as provided in paragraph (2),
note. sections 411A through 411F of the Act as amended by this section
shall apply with res to the determination of need for Pell Grants
for academic years inning with academic year 1988-1989. With
respect to any preceding academic year, such determinations shall
be made in accordance with regulations prescribed by the Secretary
20 USC 1001 of Education in accordance with the Student Financial Assistance
note. Technical Amendments Act of 1982.
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(2) The definition of independent student contained in section
411F(12) of the Act as amended by this section shall apply with
respect to the determination of such need for academic years begin-
ning with academic year 1987-1988.

(3) Section 411(c) of the Act as amended by this section shall aipply
only to individuals who receive a Pell Grant for the first time for a
period of enrollment beginning on or after July 1, 1987.

(4) Section 411(f) of the Act as amended by thxs section shall apply
to the awarding of Pell Grants for periods of enrollment beginning
on or after July 1, 1987.

(5) Section 4130{::)(2) of the Act as amended by this section shall
apply to the awarding of grants under subpart 2 of part A of title IV
(i'tg St'?e Act for periods of enrollment beginning on or after July 1,

(6) The changes made in section 417D of the Act shall apply with

ants awarded under such section in fiscal year 1988 or
any su ing fiscal year.

SEC. 402, EXTENSION OF GUARANTEED STUDENT LOAN PROGRAM.

(a) AMENDMENT.—Part B of title IV of the Act (20 U.S.C. 1071 et
seq.) is amended to read as follows:

“PART B—GUARANTEED STUDENT LoAN PROGRAM

“STATEMENT OF PURPOSE; NONDISCRIMINATION; AND APPROPRIATIONS
AUTHORIZED

“Sec. 421. (a) PUrPOSE; DISCRIMINATION PROHIBITED.—

“(1) Purrose.—The purpose of this part is to enable the
Secretary—

“(A) to encourage States and nonprofit private institu-
tions and organizations to establish adequate loan insur-
ance programs for students in eligible institutions (as de-
fined in section 435),

“(B) to provide a Federal program of student loan insur-
ance for students or lenders who do not have reasonable
access to a State or private nonprofit program of student
Lozaé(nb )insuram:e covered by an agreement under section

“4(C) to pay a portion of the interest on loans to qualified
students which are insured under this part, and

‘(D) to guarantee a portion of each loan insured
under a program of a State or of a nonprofit private institu-
tion or organization which meets the requirements of sec-
tion 428(a)(1)B).

“(2) DISCRIMINATION BY CREDITORS PROHIBITED.—No agency,
organization, institution, bank, credit union, corporation, or
other lender who regularly extends, renews, or continues credit
or provides insurance under this part shall exclude from receipt
or deny the benefits of, or discriminate against any borrower or
applicant in obtaining, such credit or insurance on the basis of
race, national origin, religion, sex, marital status, age, or handi-
cap status.

“(b) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of
carrying out this part—

“(1) there are authorized to be appropriated to the student
loan insurance fund (established by section 431) (A) the sum of

20 USC 1070a-1
note.

20 USC 1070a
note.

20 USC 1070a
note.

20 USC 1070b-2
note.

20 USC 1070d-1b

note.

State and local
overnments.
nsurance,

20 USC 1071.
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$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
required therefor,

“(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 nonprofit private student loan insur-
ance programs,

‘“(4) there are authorized to be appropriated (A) the sum of
$12,500,000 for making advances after June 30, 1968, pursuant
to sections 422 (a) and (b), and (B) such sums as may be
necessary for making advances pursuant to section 422(c), for
the reserve funds of State and nonprofit private student loan
insurance programs, and

“(5) there are authorized to be appropriated such sums as may
be necessary for the purpose of paying an administrative cost
allowance in accordance with section 428(f) to guaranty
agencies.

Sums appropriated under paragraphs (1), (2), (4), and (5) of this
subsection shall remain available until expended. No additional
sums are authorized to be appropriated under paragraph (3) or (4)
of this subsection by reason of the reenactment of such paragraphs
by the Higher Education Amendments of 1986.

20 USC 1072.

“ADVANCES FOR RESERVE FUNDS OF STATE AND NONPROFIT PRIVATE

LOAN INSURANCE PROGRAMS

“Sec. 422. (a) PURPOSE OF AND AUTHORITY FOR ADVANCES TO

ReservE FUNDS.—

“(1) PURPOSE; ELIGIBLE RECIPIENTS.—From sums appropriated
gecrsuant to paragraphs (3) and (4)A) of section 421(b), the
retary is authorized to make advances to any State with
which the Secretary has made an agreement pursuant to sec-
tion 428(b) for the purpose of helping to establish or strengthen
the reserve fund ofp he student loan insurance 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 Secretary 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 Secretary
may make advances for such year for the same purpose to one
or more nonprofit private institutions or organizations with
which the Secretary has made an agreement pursuant to sec-
tion 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 Secretary may make advances under this
subsection both to a State program (with which he has such an
agreement) and to one or more nonprofit private institutions or
organizations (with which he has such an 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 requirements of section 428(b)(1).
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“(2) MATCHING REQUIREMENT.—No advance shall be made
after June 30, 1968, 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 ‘unencumbered non-Federal
portion’ means the amount (determined as of the time imme-
diately preceding the making of the advance) of the reserve
fund less the greater of—

“(A) the sum of—
19;(8i) advances made under this section prior to July 1,
“(ii) an amount equal to twice the amount of ad-
vances made under this section after June 30, 1968, and
before the advance for purposes of which the deter-
mination is made; and
“(iii) the proceeds of earnings on advances made
under this section; or
“(B) any amount which is required to be maintained in
such fund pursuant to State law or regulation, or by agree-
ment with lenders, as a reserve against the insurance of
outstanding loans.

“(3) TERMS AND CONDITIONS; REPAYMENT.—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 Sec-
retary determines will best carry out the ;}::J.lﬂrpose of this section.
Advances made by the Secretary under this subsection shall be
repaid within such period as the Secretary 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) LiMrTATIONS ON TOTAL ADVANCES.—

“(1) In ceENERAL.—The total of the advances from the sums
appropriated pursuant to paragraph (4XA) of section 421(b) to
nonprofit private institutions and organizations for the benefit
of students in any State and to such State may not exceed an
amount which bears the same ratio to such sums as the popu-
lation of such State aged 18 to 22, inclusive, bears to the
population of all the States aged 18 to 22 inclusive, but such
advances may otherwise be in such amounts as the Secretary
determines will best achieve the purposes for which they are
made. The amount available 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 remaining States.

“(2) CALCULATION OF POPULATION.—For the purpose of this
subsection, the population aged 18 to 22, inclusive, of each State
and of all the States shall be determined by the Secretary on the
basis of the most recent satisfactory data available to him.

“(c) ADVANCES FOR INSURANCE OBLIGATIONS.—

“(1) USE FOR PAYMENT OF INSURANCE OBLIGATIONS.—From
sums appropriated pursuant to section 421(bX4XB), the Sec-
retary s advance to each State which has an agreement with
the Secretary under section 428(c) with respect to a student loan
insurance program, an amount determined in accordance with
paragraph (2) of this subsection to be used for the purpose of
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making payments under the State’s insurance obligations under
such program.

‘2) AMOUNT OF ADVANCES.—(A) Except as provided in
subparagraph (B), the amount to be advanced to each such State
shall be equal to 10 percent 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
subparagraph (A) of this paragraph shall be reduced by—

“(i) the amount of any advance or advances made to such
State pursuant to this subsection at an earlier date; and
“(ii) the amount of the unspent balance of the advances
made to a State pursuant to subsection (a).
Notwithstanding subparagraph (A) and the preceding sentence
of this subparagraph, but subject to subparagraph (D) of this
paragraph, the amount of any advance to a State described in
paragraph (5)A) for the first year of its eligibility under such
paragraph, and the amount of any advance to any State de-
scribed in paragraph (5)XB) for each year of its eligibility under
such paragraph, shall not be less than $50,000.

‘“(C) For the purpose 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 ad-
vance pursuant to this subsection) which bears the same ratio to
such balance as the Federal 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).

“(D) If the sums appropriated for any fiscal year for paying
the amounts determined under subparagraphs (A) and (B) are
not sufficient to pay such amounts in full, then such amounts
shall be reduced—

“(i) by ratably reducing that portion of the amount allo-
cated to each State which exceeds $50,000; and
“(ii) if further reduction is required, by equally reducing
the $50,000 minimum allocation of each State.
If additional sums become available for paying such amounts
for any fiscal year during which the preceding sentence has
been applied, such reduced amounts shall be increased on the
same basis as they were reduced.

“(3) USE OF EARNINGS FOR INSURANCE OBLIGATIONS.—The earn-
ings, if any, on any investments of advances received pursuant
to this subsection must be used for making payments under the
State’s insurance obligations.

“(4) REPAYMENT OF ADVANCES.—Advances made by the Sec-
retary under this subsection shall, subject to subsection (d), be
repaid within such Feriod as the Secretm? may deem to be
appropriate and shall be deposited in the fund established by
section 431.

“(5) LIMITATION ON NUMBER OF ADVANCES.—Advances puisu-
ant to this subsection shall be made to a State—
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“(A) in the case of a State which is actively carrying on a
program under an agreement pursuant to section 428(b)
which was entered into before October 12, 1976, upon such
date as such State may request, but not before October 1,
1977, and on the same day of each of the 2 succeeding
calendar years after the date so requested; and

*(B) in the case of a State which enters into an agreement
pursuant to section 428(b) on or after October 12, 1976, or
which is not actively carrying on a program under an
agreement pursuant to such section on such date, upon
such date as such State may request, but not before October
1, 19717, and on the same day of each of the 4 succeeding
calendar years after the date so requested of the advance.

“(6) PAYMENT OF ADVANCES WHERE NO STATE PROGRAM.—(A) If
for any fiscal year a State does not have a student loan insur-
ance program covered by an agreement made pursuant to sec-
tion 428(b), and the Secretary 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 Secretary may make
advances pursuant to this subsection for such year for the same
purpose to one or more nonprofit private institutions or
organizations with which he has made an agreement pursuant
to subsection (c), as well as subsection (b), of section 428 and
sub aragraph (B) of this paragraph in order to enable students
in that State to participate in a program of student loan insur-
ance covered by such agreements.

“(B) The Secretary may enter into an agreement with a
private nonprofit institution or organization for the purpose of
this paragraph under which such institution or organization—

“(i) agrees to establish within such State at least one
office with sufficient staff to handle written and telephone
inquiries from students, eligible lenders, and other persons
in the State, to encourage maximum commercial lender
participation within the State, and to conduct periodic
visits to at least the major elig—ible lenders within the State;

“(ii) that its insurance will not be denied any
student use of his or her choice of eligible institutions;

“(m) certifies that it is neither an eligible institution, nor
has any substantial affiliation with an eligible institution.
19;(9& RecoveEry oF ADVANCES DurING FiscaL YEARs 1988 AND
“(1) AMOUNT AND USE OF RECOVERED FUNDS.—Notwithstand-
ing any other provision of this section, advances made by the
Secretary under this section shall be repald in accordance with
this subsection and shall be d ited in the fund established by
section 431. The Secretary shafmn accordance with the require-
ments of paragraph (2), recover (and so deposit) an amount
equal to $75,000,000 during fiscal year 1988 and an amount
equal to $35, 0'00 000 for fiscal year 1989.

“(2) DETERMINATION OF GUARANTY AGENCY OBLIGATIONS.—In
determining the amount of advances which shall be repaid by a
guaranty agency under a&raph (1), the Secretary—

“(A) s consi e solvency and maturity of the
reserve and insurance funds of the guaranty agency as-
sisted by such advances, as determined by the Comptroller
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General taking into account the requirements of State law
as in effect on the date of enactment of the Higher Edu-
cation Amendments of 1986;

“(B) shall not seek repayment of such advances from any
State described in subsection (c)(5)(B) during any year of its
eligibility under such subsection; and

“(C) shall not seek repayment of such advances from any
State if such repayment encumbers the reserve fund
requirement of State law as in effect on such date of
enactment.

“EFFECTS OF ADEQUATE NON-FEDERAL PROGRAMS

“Sec. 423. (a) FEpEraL INSURANCE BARRED TOo LENDERS WiTH
Access T0 STATE OR PRIVATE INSURANCE.—Except as provided in
subsection (b), the Secretary shall not issue certificates of insurance
under section 429 to lenders in a State if the Secretary determines
that every eligible institution has reasonable access in that State to
a State or private nonprofit student loan insurance program which
is covered by an agreement under section 428(b).

“(b) Exceprions.—The Secretary may issue certificates of insur-
ance 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 the borrower’s residence, have access to
loan insurance under the loan insurance program of such State
(or under any private nonprofit loan insurance program which
has received an advance under section 422 for the benefit of
students in such State);

“(2) for insurance of all the loans made to student borrowers
by a lender who satisfies the Secretary that, by reason of the
residence of such borrowers, such lender will 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 student borrowers; or

“(3) under such circumstances as may be approved by the
guaranty agency in such State, for the insurance of a loan to a
borrower for whom such lender previously was issued such a
certi_ftilcate if the loan covered by such certificate is not yet
repaid.

“SCOPE AND DURATION OF FEDERAL LOAN INSURANCE PROGRAM

“Sec. 424. (a) LimitaTioNs oN AMOUNTS OF LoANs COVERED BY
FEDERAL INSURANCE.—The total principal amount of new loans
made and installments paid pursuant to lines of credit (as defined in
section 435) to students covered by Federal loan insurance under
this part shall not exceed $2,000,000,000 for the period from July 1,
1976, to September 30, 1976, and for each of the succeeding fiscal
years ending prior to October 1, 1992. Thereafter, Federal loan
insurance pursuant 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 granted for any loan made or installment paid after Septem-
ber 30, 1997.

“(b) APPORTIONMENT OF AMOUNTS.—The Secretary may, if he or
she finds it necessary to do so in order to assure an equitable
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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
time to time reassign unused portions of these quotas.

“LIMITATIONS ON INDIVIDUAL FEDERALLY INSURED LOANS AND ON
FEDERAL LOAN INSURANCE

“SEec. 425. (a) ANNUAL AND AGGREGATE LimITs.— 20 USC 1075.

“(1) ANNUAL LimiTs.—(A) The total of loans made to a student
in any academic year or its equivalent (as determined by the
Secretary) which may be covered by Federal loan insurance
under this may not exceed—

“(i) $2,625, in the case of a student who has not success-
ful(l{ completed the first and second year of a program of
undergraduate education;

“(ii) $4,000, in the case of a student who has successfully
completed such first and second year but who has not
successfully completed the remainder of a program of
undergraduate education; or

“(iii) $7,500, in the case of a graduate or professional
student (as defined in regulations of the Secretary).

“(B) The annual insurable limits contained in subparagraph
(A) shall not apply in cases where the Secretary determines,
pursuant to regulations, that a higher amount is warranted in
order to carry out the purpose of this part with respect to
students engaged in specialized training re%uiring exceptionally
high costs 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 not be
made in any year in excess of the annual limit.

“(2) AGGREGATE LiMITs.—(A) The aggregate insured unpaid
principal amount for all such insured loans made to any student
shall not at any time exceed—

“(i) $17,250, in the case of any student who has not
successfully completed a program of undergraduate edu-
cation; an

“(i1) $54,750, in the case of any graduate or professional
student (as defined by regulations of the Secretary and
including any loans which are insured by the Secre
under this part, or by a guaranty agency, made to suc
person before he or she became a graduate or professional
student).

“(B) The Secretary may increase the aggregate insurable limit
applicable to students who are pursuing programs which the
Secretary determines are exceptionally expensive.

“(b) LEvEL oF INSURANCE COVERAGE Basep oN DerFauLT RATE.—

“(1) REDUCTION FOR DEFAULTS IN EXCESS OF 5 OR 9 PERCENT.—
(A) Except as provided in sub, ph (B), the insurance
liability on any loan insured by the etary under this part
shall be 100 percent of the unpaid balance of the principal
amount of the loan plus interest, except that—

““(i) if, for any fiscal year, the total amount of qayments
under section 430 by the Secretary to any eligible lender as
described in section 435(d)(1XD) exceeds 5 percent of the
sum of the loans made by such lender which are insured by
the Secretary and which were in repayment at the end of
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the preceding fiscal year, the insurance liability under this
subsection for that portion of such excess which represents
loans insured after the applicable date with respect to such
loans, as determined under subparagraph (C), shall be equal
to 90 percent of the amount of such portion; or

“(ii) if, for any fiscal year, the total amount of such
payments to such a lender exceeds 9 percent of such sum,
the insurance liability under this subsection for that por-
tion of such excess which represents loans insured after the
applicable date with respect to such loans, as determined
under subparagraph (C), shall be equal to 80 percent of the
amount of such portion.

“(B) Notwithstanding subparagraph (A), the provisions of
clauses (i) and (ii) of such subparagraph shall not apply to an
eligible lender as described in section 435(d)1)XD) for the fiscal
year in which such lender begins to carry on a loan program
insured by the Secretary, or for any of the 4 succeeding fiscal
years.

‘4C) The applicable date with respect to a loan made by an
eligible lender as described in section 435(dX1XD) shall be—

“(i) the 90th day after the adjournment of the next
regular session of the appropriate State legislature which
convenes after the date of enactment of the Education
Amendments of 1976, or

“(ii) if the primary source of lending capital for such
lender is derived from the sale of bonds, and the constitu-
tion of the appropriate State prohibits a pledge of such
State’s credit as security against such bonds, the day which
is one year after such 90th day.

“(2) COMPUTATION OF AMOUNTS IN REPAYMENT.—For the pur-
pose of this subsection, the sum of the loans made by a lender
which are insured by the Secretary and which are in repayment
shall be the original principal amount of loans made by such
lender which are insured by the Secretary reduced by—

“(A) the amount the Secretary has been required to pay
to discharge his or her insurance obligations under this
part;

“(B) the original principal amount of loans insured by the
Secretary 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)(2)(B) or such first
installment need not be paid pursuant to section
427(a)2)C); and

“(D) the original principal amount of loans repaid by the
Secretary under section 437.

*(3) PAYMENTS TO ASSIGNEES.—For the purpose of this subsec-
tion, payments by the Secretary under section 430 to an as-
signee of the lender with respect to a loan shall be deemed
payments made to such lender.

“(4) PLEDGE OF FULL FAITH AND CREDIT.—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.
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““SOURCES OF FUNDS

“Sec. 426. Loans made by eligible lenders in accordance with this 20 USC 1076.
part shall be insurable by the tary whether made from funds
fully owned by the lender or from funds held by the lender in a trust
or similar capacity and available for such loans.

“ELIGIBILITY OF STUDENT BORROWERS AND TERMS OF FEDERALLY
INSURED STUDENT LOANS

“Sec. 427. (a) List oFr REQUIREMENTS.—Except as provided in 20 USC 1077.
section 428C, a loan by an eligible lender shall be insurable by the
Secretary under the provisions of this part only if—

“(1) made to a student who (A) is an eligible student under
section 484, (B) has agreed to notify promptly the holder of the
loan concerning any change of address, and (C) is carrying at
least one-half the normal full-time academic workload for the
course of study the student is pursuing (as determined by the
institution); 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 the borrower would
not, under the applicable law, create a binding obligation,
endorsement may be required;

“(B) provides for repayment (except as provided in subsec-
tion (¢)) of the principal amount of the loan in installments
over a period of not less than 5 years (unless sooner repaid
or unless the student, during the 6 months preceding the
start of the repayment period, specifically requests that
repayment be made over a shorter period) nor more than 10
years beginning 6 months after the month in which the
student ceases to carry at an eligible institution at least
one-half the normal full-time academic workload as deter-
mined by the institution, except—

“(i) as provided in subparagraph (C);

*(ii) that the note or other written instrument may
contain such reasonable provisions relating to repay-
ment 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
regulations of the Secretary in effect at the time the
loan is made; and

“(iii) that the lender and the student, after the stu-
dent ceases to carry at an eligible institution at least
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
duration, than required by this subparagraph, but in
the event a borrower has requested and obtained a
repayment period of less than 5 years, the borrower
may at any time prior to the total repayment of the
loan, have the repayment period extended so that the
total repayment period is not less than 5 years;

“(C) provides that periodic installments of princ(iipa.l need
not be paid, but interest shall accrue and be paid, during
any period—



100 STAT. 1362

Armed Forces.

Voluntarism.

22 USC 2501
note.

42 USC 4951
note.

26 USC 501.

29 USC 206.

PUBLIC LAW 99-498—OCT. 17, 1986

“(i) during which the borrower (I) is pursuing a full-
time course of study at an eligible institution, (II) is
pursuing at least a half-time course of study (as deter-
mined by such institution) during an enrollment period
for which the student has obtained a loan under this
part, or (III) is pursuing a course of study pursuant to a
graduate fellowship program approved by the Sec-
retary, or pursuant to a rehabilitation training pro-

am for disabled individuals approved by the

retary;

‘““(ii) not in excess of 3 years during which the bor-
rower is a member of the Armed Forces of the United
States, is an active duty member of the National Oce-
anic and Atmospheric Administration Corps, or is an
officer in the Commissioned Corps of the Public Health
Service;

“(iii) not in excess of 3 years during which the bor-
rower is in service as a volunteer under the Peace
Corps Act;

“(iv) not in excess of 3 years during which the bor-
rower is in service as a full-time volunteer under the
Domestic Volunteer Service Act of 1973;

“(v) not in excess of 3 years during which the bor-
rower is in service, comparable to the service referred
to in clauses (iii) and (iv), as a full-time volunteer for an
organization which is exempt from taxation under sec-
tion 501(cX3) of the Internal Revenue Code of 1954;

“(vi) not in excess of 3 years during which the bor-
rower is engaged as a full-time teacher in a public or
private elementary or secondary school in a teacher
shortage area established by the Secretary pursuant to
section 428(b)X4);

“(vii)) not in excess of 2 years during which the
borrower is serving an internship, the successful

fpletlon of which is required in order to receive
essional recognition required to begin professional
practwe or service;

“(viil)) not in excess of 3 years during which the
borrower is temporarily totally disabled, as established
by sworn affidavit of a qualified physician, or during
which the borrower is unable to secure employment by
reason of the care required by a dependent who is so
disabled;

“(ix) not in excess of 24 months, at the request of the
borrower, during which the borrower is seeking and
unable to find full-time employment;

“(x) not in excess of 6 months of parental leave; or

“(xi) not in excess of 12 months for mothers with
preschool e children who are just entering or reenter-
ing the work force and who are compensated at a rate
not exceeding $1 in excess of the rate prescribed under
section 6 of the Fair Labor Standards Act of 1938,

and that any such period shall not be included in determin-
ing the 10-year period provided in subparagraph (B);

‘D) frovldes for interest on the unpaid principal balance
of the loan at a yearly rate, not exceeding the applicable
maximum rate prescribed in section 427A, which interest
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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 ugon which repayment of the
first installment of principal falls due, in which case in-
terest accrued during that period may be added on that
date to the principal;

“(E) provides that the lender will not collect or attempt to
collect from the borrower any portion of the interest on the
note which is payable by the Secretary under this part, and
that the lender will enter into such agreements with the
4S:;a't?:retary as may be necessary for the purpose of section

“(F) entitles the student borrower to accelerate without
penalty repayment of the whole or any part of the loan;

“(G)i) contains a notice of the system, of disclosure of
information concerning such loan to credit bureau
organizations under section 430A, and (ii) provides that the
lender on request of the borrower will provide information
on the repayment status of the note to such organizations;

and

“(H) contains such other terms and conditions, consistent
with the provisions of this part and with the regulations
issued by the Secretary pursuant to this , as may be
agreed upon by the parties to such loan, including, if 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 Secretary
with respect to such loan;

“(3) the funds borrowed by a student are disbursed to the
institution by check or other means that is payable to and
requires the endorsement or other certification by such student,
except nothing in this title shall be interpreted to allow the
Secretary to require checks to be made co-payable to the institu-
tion and the borrower or to prohibit the disbursement of loan
proceeds by means other than by check; and

“(4) in the case of any loan made for any period of enrollment
that ends more than 180 days (or 6 months) after the date
disbursement is scheduled to occur, and for an amount of more
than $1,000, the proceeds of the loan will, subject to subsection
(b), be disbursed directly by the lender in two or more install-
ments, none of which exceeds one-half of the loan, with the
second installment being disbursed after not less than one-third
of such period (except as necessary to permit the second install-
ment to be disbursed at the beginning of the second semester,
quarter, or similar division of such period of enrollment).

“(b) SpeciaL RuLes For MuLTIPLE DisSBURSEMENT.—For the pur-
pose of subsection (a)(4)—

“(1) all loans issued for the same period of enrollment shall be
considered as a single loan; and

“(2) the requirements of such subsection shall not apply in the
case of a loan made under section 428A, 428B, or 428C, or made
to a student to cover the cost of attendance at an eligible
institution outside the United States.

“(c) MintmumM RepayMENT RATE.—The total of the payments by a
borrower during any year of any repayment period with respect to

71-194 0 - 89 - 10 : QL. 3 Part2



100 STAT. 1364 PUBLIC LAW 99-498—OCT. 17, 1986

20 USC 1077a.

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 $600 or the balance of all 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 $600 or the balance
of all such loans, whichever is less.

“APPLICABLE INTEREST RATES

“Sec. 427A. (a) RATES To BE CoNSISTENT FOR BORROWER'S ENTIRE
DesT.—With respect to any loan to cover the cost of instruction for
any period of instruction beginning on or after January 1, 1981, the
rate of interest applicable to any borrower shall—

“(1) not exceed 7 percent per year on the unpaid principal
balance of the loan in the case of any borrower who, on the date
of entering into the note or other written evidence of that loan,
has an outstanding balance of principal or interest on any loan
made, insured, or guaranteed under this part, for which the
interest rate does not exceed 7 percent;

“(2) except as provided in paragraph (3), be 9 percent per year
on the unpaid principal balance of the loan in the case of any
borrower who, on the date of entering into the note or other
written evidence of that loan, has no outstanding balance of
principal or interest on any loan described in paragraph (1) or
any loan for which the interest rate is determined uncFer para-
graph (1); or

“(3) be 8 percent per year on the unpaid principal balance of
the loan for a loan to cover the cost of education for any period
of enrollment beginning on or after a date which is 3 months
after a determination made under subsection (b) in the case of
any borrower who, on the date of entering into the note or other
written evidence of the loan, has no outstanding balance of
principal or interest on any loan for which the interest rate is
determined under paragraph (1) or (2) of this subsection.

“(b) RepucTioN FOR NEW BORROWERS AFTER DECLINE IN TREASURY
B Rates.—If for any 12-month period beginning on or after
January 1, 1981, the Secretary, after consultation with the Secretary
of the Treasury, determines that the average of the bond equivalent
rates of 91-day Treasury bills auctioned for such 12-month period is
equal to or less than 9 percent, the interest rate for loans under this
part shall be the rate prescribed in subsection (a)X3) for borrowers
described in such subsection.

“(c) RaTeES FOR SUPPLEMENTAL LOANS FOR STUDENTS AND Loans
FOR PARENTS.—

“(1) IN GENERAL—Except as otherwise provided in this
subsection, the applicable rate of interest on loans made pursu-
ant to section 428X or 428B on or after October 1, 1981, shall be
14 percent per year on the unpaid principal balance of the loan.

“(2) REDUCTION OF RATE AFTER DECLINE IN TREASURY BILL
RATES.—If for any 12-month period beginning on or after Octo-
ber 1, 1981, the Sgcmtary. after consultation with the Secretary
of the Treasury, determines that the average of the bond
equivalent rates of 91-day Treasury bills auctioned for such 12-
month period is equal to or less than 14 percent, the applicable
rate of interest for loans made pursuant to section 428A or 428B
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on and after the first day of the first month beginning after the
date of publication of such determination shall be 12 percent
per year on the unpaid principal balance of the loan.

“(3) INCREASE OF RATE AFTER INCREASE IN TREASURY BILL Securities.
RATES.—If for any 12-month period beginning on or after the
date of publication of a determination under paragraph (2), the

, after consultation with the Secretary of the Treas-
ury, determines that the average of the bond equivalent rates of
91-day Treasury bills auctioned for such 12-month period ex-
ceeds 14 percent, the applicable rate of interest for loans made
pursuant to section 428A or 428B on and after the first day of
the first month beginning after the date of publication of that
determination under this aph shall 14 percent per
year on the unpaid principaf balance of the loan.

“(4) AVAILABILITY OF VARIABLE RATES.—(A) For any loan made
Fursuant to section 428A or 428B to cover the cost of instruction
or any lperiod of enrollment beginning on or after July 1, 1987,
or any loan made pursuant to such section prior to such date
that is refinanced pursuant to section 428A(d) or 428B(d), the
applicable rate of interest during any calendar year shall be
determined under subparagraph (B), except that such rate shall
not exceed 12 percent.

“(B) For any calendar year, the rate determined under this
subparagraph is determined on December 15 preceding such
calendar year and is equal to—

“(i) the average of the bond equivalent rates of 91-day
Treasury bills auctioned during the 12 months ending on
November 30 preceding such calendar year; plus

“(i1) 3.75 percent.

“(C) The Secretary shall determine the applicable rate of Federal
interest under subparagraph (B) after consultation with the ster,

of the Treasury and shall publish such rate in the Publication.
Federal ister as soon as practicable after the date of deter-
mination.
*(d) INTEREST RATES FOR NEW BORROWERS AFTER JULY 1, 1988.—

Notwithstanding subsections (a) and (b) of this section, with res
to any loan (other than a loan made pursuant to sections 428A,
428B, and 428C) to cover the cost of instruction for any period of
enrollment beginning on or after July 1, 1988, to any borrower who,
on the date of entering into the note or other written evidence of the
loan, has no outstanding balance of principal or interest on any loan
made, insured, or guaranteed under this part, the applicable rate of
interest s

“(1) 8 percent per year on the unpaid principal balance of the
loan during the period beginning on the date of the disburse-
ment of the loan and ending 4 years after the commencement of
repa; ent; and

) 10 percent per year on the unpaid principal balance of the
loan during the remainder of the repa;ment period.
“(e) TREATMENT OF Excess INTEREsT PAvyMENTS ON NEw BoOr-
?&wsn Accounts ResurTiNG FroM DECLINE IN TREASURY BILL
TES._.

“(1) In GENERAL.—If, with respect to a loan for which the
applicable interest rate is 10 percent under subsection (d) of this
section at the close of any calendar quarter, the sum of the
average of the bond equivalent rates of 91-day Treasury bills
auctioned for that quarter and 3.25 percent is less than 10
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percent, then an adjustment shall be made to a borrower's
account—

“(A) by calculating excess interest in the amount com-
puted under paragraph (2) of this subsection; and

“(B) by crediting the excess interest to the reduction of
principal to the extent provided for under paragraph (3) of
this subsection.

“(2) AMOUNT OF ADJUSTMENT.—The amount of any adjust-
ment of interest on a loan to be made under this subsection for
any quarter shall be equal to—

“(A) 10 percent minus the sum of (i) the average of the
bond equivalent rates of 91-day Treasury bills auctioned for
such calendar quarter, and (ii) 3.25 percent; multiplied by

“(B) the outstanding principal balance of the loan (not
including unearned interest added to principal) at the end
of such calendar quarter; divided by

“(C) four.

“(3) ANNUAL ADJUSTMENT OF INTEREST AND BORROWER ELIGI-
BILITY FOR CREDIT.—Any adjustment amount computed pursu-
ant to paragraph (2) of this subsection for any quarter shall be
credited, by the holder of the loan on the last day of the
calendar year in which such quarter falls, to the loan account of
the borrower so as to reduce the principal balance of such
account. No such credit shall be made to the loan account of a
borrower who on the last day of the calendar year is delinquent
for more than 30 days in making a required payment on the
loan. Any credit which is to be made to a borrower’s account
pursuant to this subsection shall be made effective commencing
no later than 30 days following the last day of the calendar year
in which the quarter falls for which the credit is being made.
Nothing in this subsection shall be construed to require refund-
ing any repayment of a loan. At the option of the lender, the
amount of such adjustment may be distributed to the borrower
either by reduction in the amount of the periodic anment on
the loan, or by reducing the number of payments that shall be
made with respect to the loan.

“(4) PUBLICATION OF TREASURY BILL RATE.—For the purpose of
enabling holders of loans to make the determinations and
adjustments provided for in this subsection, the Secretary shall
for each calendar quarter commencing with the quarter begin-
ning on July 1, 1987, publish a notice of the average of the bond
equivalent rates of 91-day Treasury bills auctioned for such
quarter. Such notice shall be published not later than 7 days
after the end of the quarter to which the notice relates.

“(5) STUDY OF TREATMENT OF EXCESS INTEREST PAYMENTS PROVI-
sioNs.—The Secretary shall examine and evaluate the provi-
sions of this subsection, and not later than 6 months after the
date of enactment of the Higher Education Amendments of
1986, prepare and submit to the Congress such legislative

proposals as the Secretary determines are necessary to carry
out the objectives of this subsection.

“(f) Lesser RaTes PErMITTED.—Nothing in this section or section

428C shall be construed to prohibit a lender from charging a bor-
rﬁwer interest at a rate less than the rate which is applicable under
this part.
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“(g) DEFINITIONS.—For the purpose of subsections (a) and (d) of
this section—

“(1) the term ‘period of instruction’ shall, at the discretion of
the lender, be any academic year, semester, trimester, quarter,
or other academic period; or shall be the period for which the
loan is made as determined by the institution of higher edu-
cation; and

“(2) the term ‘period of enrollment’ shall be the period for
which the loan is made as determined by the institution of
higher education and shall coincide with academic terms such
as academic year, semester, trimester, quarter, or other aca-
demic period as defined by such institution.

‘"FEDERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS

“Sec. 428. (a) FEDERAL INTEREST SUBSIDIES.— 20 USC 1078.

“(1) TYPES OF LOANS THAT QUALIFY.—Each student who has
received a loan for study at an eligible institution—

“(A) which is insured by the Secretary under this part; or

“(B) which is insured under a program of a State or of a
nonprofit private institution or organization which was
contracted for, and paid to the student, within the period
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

which meets the requirements of subpara-

graph (E) of subsection (b)(l) and provides that repay-

ment of such loan shall be in installments beginning

not earlier than 60 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,

was made by an eligible lender and is insured under a

program covered by an agreement made pursuant to

subsection (b),

shall be entitled to have paid on his or her behalf and for his or

her account to the holder of the loan a portion of the interest on
such loan under circumstances described in paragraph (2).

“(2) ADDITIONAL REQUIREMENTS TO RECEIVE SUBSIDY.—(A) Each
student qualifyi for a portion of an interest payment under
paragraph (1)

“(i) have promded to the lender a statement from the
eligible institution, at which the student has been accepted
foglj el;lrollment or at which the student is in attendance,
which—

“(I) sets forth such student's estimated cost of attend-
ance (as determined under section 472); and

“(II) sets forth such student’s estimated financial
assistance; and

“(ii) meet the requirements of subpara%:-aph (B).

“(B) For the purpose of clause (ii) of subparagraph (A), a
student shall qualify for a portion of an interest payment under
paragraph (1) if the eligible institution has provided the lender

with a statement evidencing a determination of need for a loan
(as determined under part F of this title) and the amount of
such need, subject to the provisions of subparagraph (D).

“(C) For the purpose of paragraph (1) and this paragraph—
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(i) a student’s estimated financial assistance means, for
the period for which the loan is sought, the amount of
assistance such student will receive under subpart 1 of part
A (as determined in accordance with section 484(b)), subpart
2 of part A, and parts C and E of this title, and any amount
paid the student under chapters 32, 34, and 35 of title 38,

38 USC 1601 et United States Code, plus other scholarship, grant, or loan
sa& 1651 et seq., assistance; and
1700 et seq. “(ii) the determination of need and of the amount of a

loan by an eligible institution under subparagraph (B) with
respect to a student shall be calculated by subtracting from
the estimated cost of attendance at the eligible institution
the total of the expected family contribution with respect to
such student plus any estimated financial assistance
reasonably available to such student.

“(D) An eligible institution may not, in carrying out the
provisions of subp hs (A) and (B) of this paragraph,
provide a statement w icﬁ permits the student to receive any
loan under this part in excess of the maximum amount ap-
plicable to such loan.

“(E) For the purpose of subparagraphs (B) and (C) of this
paragraph, any loan obtained by a student under section 428A
or a parent under section 428B of this Act or under any State-
sponsored or private loan program for an academic year for
which the determination is made may be used to offset the
expected family contribution of the student for that year.

“(F) Except as provided in subparagraph (D), an eligible
institution may not, in carrying out the provisions of subpara-
graphs (A) and (B) of this paragraph, refuse to provide to any
eligible lender which has an agreement under subsection (b) of
this section with any guaranty agency, a statement which
permits a student to receive any loan under this part.

“(3) AMOUNT OF INTEREST SUBSIDY.—{AXi) Subject to section
438(c), the portion of the interest on a loan which a student is
entitled to have paid, on behalf of and for the account of the
student, 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—

“(I) which accrues prior to the beginning of the repay-
ment period of the loan, or

“(II) which accrues during a period in which principal
need not be paid (whether or not such principal is in fact

id) by reason of a provision described in subsection
(b)(1)(M) of this section or in section 427(a)2XC).

“(i1) 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 or her behalf for that period under
any State or private loan insurance program,

“iii) The holder of a loan with respect to which payments are
required to be made under this section shall be deemed to have
a contractual right, as against the United States, to receive
from the Secretary the portion of interest which has been so
determined without administrative delay after the receipt by
the Secretary of an accurate and complete request for payment
pursuant to paragraph (4).
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“(iv) The Secretary shall pay this portion of the interest to the State and local
holder of the loan on behalf of and for the account of the governments.
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
fo:“% f“[:f the time the loan was paid to the student.

‘(i) a State student loan insurance program is covered by
an agreement under subsection (b),

“(i1) a statute of such State limits the interest rate on
loans insured by such program to a rate which is less than
the applicable interest rate under this part, and

“(iii) the Secretary determines that subsection (d) does
not make such statutory limitation inapplicable and that
such statutory limitation threatens to impede the carrying
out of the purpose of this part,

then the Secretary may pay an administrative cost allowance to

the holder of each loan which is insured under such program

and which is made during the period beginning on the 60th day

after the date of enactment of the l-ﬁl;er Education Amend-

ments of 1968 and ending 120 days r the adjournment of 20 USC 1001
such State’s first regular legislative session which adjourns note.

after January 1, 1969. Such administrative cost allowance shall

be paid over the term of the loan in an amount per year
(determined by the Secretary) which shall not exceed 1 percent

of the unpaid principal balance of the loan.

“(4) SUBMISSION OF STATEMENTS BY HOLDERS ON AMOUNT OF
PAYMENT.—Each holder of a loan with respect to which pay-
ments of interest are required to be made by the Secretary shall
submit to the Secretary, at such time or times and in such
manner as the Secretary may prescribe, statements containing
such information as may be required by or pursuant to regula-
tion for the purpose of enabling the Secretary to determine the
amount of the payment which he must make with respect to
that loan.

“(5) DURATION OF AUTHORITY TO MAKE INTEREST SUBSIDIZED
LoaNS.—The period referred to in subparagraph (B) of para-
graph (1) of this subsection shall begin on the date of enactment
of this Act and end at the close of September 30, 1992, except
that, in the case of a loan made or insured under a student loan
or loan insurance program to enable a student who has obtained
a prior loan made or insured under such program to continue
his or her education program, such period shall end at the close
of September 30, 1997.

“(6) ASSESSMENT OF BORROWER'S FINANCIAL CONDITION NOT
PROHIBITED OR REQUIRED.—Nothing in this or any other Act
shall be construed to prohibit or require, unless otherwise
specifically provided by law, a lender to evaluate the total
financial situation of a student making application for a loan
under this part, or to counsel a student with respect to any such
loan, or to make a decision based on such evaluation and
counseling with respect to the dollar amount of any such loan.

“(b) INsURANCE PrOGRAM AGREEMENTS To QuALiry LOANS FOR
INTEREST SUBSIDIES.—
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“(1) REQUIREMENTS OF INSURANCE PROGRAM.—Any State or
any nonprofit private institution or organization may enter ir:to
an agreement with the Secretary for the purpose of entitling
students who receive loans which are insured under a student
loan insurance program of that State, institution, or organiza-
tion to have made on their behalf the payments provided for in
subsection (a) if the Secretary determines that the student loan
insurance program—

“(A) authorizes the insurance in any academic year or its
equivalent (as determined under regulations of the Sec-
retary) for any student who is carrying at an eligible
institution at least one-half the normal full-time academic
workload (as determined by the institution) in any amount
up to a maximum of—

“(1) $2,625, in the case of a student who has not
successfully completed the first or second year of a
program of undergraduate education;

“(ii) $4,000, in the case of a student who has success-
fully completed such first and second year but who has
not successfully completed the remainder of a program
of undergraduate education; and

“(ii1) $7,500, in the case of a graduate or professional
student (as defined in regulations of the Secretary);

except in cases where the Secretary determines, pursuant
to regulations, that a higher amount is warranted in order
to carry out the purpose of this part with respect to stu-
dents engaged in specialized training requiring exception-
ally 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
ann(%z)ﬂ lmut&, hat th red d pal

“(B) provides that the ate insured unpaid princi,
amount for all such insuﬁ loans made to any student shall
be any amount up to a maximum of—

“(i) $17,250, in the case of any student who has not
successfully completed a program of undergraduate
education; and

“(ii) $54,750, in the case of any graduate or profes-
sional student (as defined by tions of the Sec-
retary and including any loans which are insured by
the Secretary under this part, or by a guaranty agency,
made to such student before the student became a
graduate or professional student);

except that the Efecretary may increase the limit applicable
to students who are pursuing programs which the tary
determines are exceptionally expensive;

“(C) authorizes the insurance of loans to any individual
student for at least 6 academic years of study or their
equiva)lent (as determined under regulations of the Sec-
retary);

‘D) provides that (i) the student borrower shall be enti-
tled to accelerate without penalty the whole or any part of
an insured loan, (ii) except as provided in subparagraph (M)
of this paragraph, the repayment period of any insured loan
may not ex: 10 years, and (iii) the note or other written
evidence of any loan, may contain such reasonable provi-
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sions relating to repayment in the event of default by the
borrower as may be authorized by regulations of the Sec-
retary in effect at the time such note or written evidence
was executed;

“(E) subject to subparagraphs (D) and (L) of this para-
graph and except as provided by subparagraph (M) of this
paragraph, provides that re tpayment of loans shall be in
installments over a period of not less than 5 years (unless
the student, during the 6 months preceding the start of the
repayment period, specifically requests that repayment be
made over a shorter period) nor more than 10 years begin-
ning 6 months after the month in which the student ceases
to carry at least one-half the normal full-time academic
workload as determined by the institution;

“(F) authorizes interest on the unpaid balance of the loan
at a yearly rate not in excess (exclusive of any premium for
insurance which may be passed on to the borrower) of the
rate required by section 427A;

“(G) insures not less than 100 percent of the unpaid
principal of loans insured under the program;

“(H) provides for collection of a single insurance premium
equal to not more than 3 percent of the principal amount of
the loan, by deduction proportionately from each install-
ment payment of the proceeds of the loan to the borrower,
and insures that the proceeds of the premium will not be
used for incentive payments to lenders;

“(I) provides that the benefits of the loan insurance pro-
gram will not be denied any student who is eligible for
interest benefits under subsection (a) (1) and (2);

“(J) provides that a student may obtain insurance under
the program for a loan for any year of study at an eligible
institution;

“(K) in the case of a State program, provides that such State and local
State program is administered by a single State agency, or governments.
by one or more nonprofit private institutions or organiza-
tions under supervision of a single State agency;

“(L) provides that the total of the payments by
borrower—

“(i) 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 $600 or the balance of all 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 $600 or the balance of all such
loans, whichever is less; and

“(ii) for a monthly or other similar payment period
with respect to the aggregate of all loans held by the
lender may, when the amount of a monthly or other
similar payment is not a multiple of $5, be rounded to
tlt!; gext highest whole dollar amount that is a multiple
o ’
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‘(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 (I) is pursuing a full-
time course of study as determined by an eligible
institution, (II) is pursuing at least a half-time course of
study (as determined by such institution) for which the
student has obtained a loan under this part, or (IIl) is
pursuing a course of study pursuant to a graduate
fellowship program approvecr by the Secretary, or
pursuant to a rehabilitation training program for dis-
abled individuals approved by the Secretary;

Armed Forces, “(ii) not in excess of 3 years during which the bor-
rower is a member of the Armed Forces of the United
States, is an active duty member of the National Oce-
anic and Atmospheric Administration Corps, or is an
officer in the Commissioned Corps of the Public Health

Service;
Voluntarism. “(iii) not in excess of 3 years during which the bor-
22 USC 2501 rower is in service as a volunteer under the Peace

“(iv) not in excess of 3 years during which the bor-
rower is in service as a full-time volunteer under the
42 USC 4951 Domestic Volunteer Service Act of 1973;
note. ‘“(v) not in excess of 3 years during which the bor-
rower is in service, comparable to the service referred
to in clauses (iii) and (iv), as a full-time volunteer for an
organization which is exempt from taxation under sec-
26 USC 501. tion 501(cX3) of the Internal Revenue Code of 1954;

“(vi) not in excess of 3 years during which the bor-
rower is engaged as a full-time teacher in a public or
private elementary or secondary school in a teacher
shortage area established by the Secretary pursuant to
paragraph (4) of this subsection;

“(vii) not in excess of 2 years during which the
borrower is serving an internship, the successful
completion of which is required in order to receive
professional recognition required to begin professional
practice or service;

“(viii) not in excess of 3 years during which the
borrower is temporarily totalll%v disabled, as established
by sworn affidavit of a qualified physician, or during
which the borrower is unable to secure employment by
reason of the care required by a dependent who is so
disabled;

“(ix) not in excess of 24 months, at the request of the
borrower, during which the borrower is seeking and
unable to find full-time employment;

“(x) not in excess of 6 months of parental leave; and

“(xi) not in excess of 12 months for mothers with
preschool age children who are just entering or reenter-
ing the work force and who are compensated at a rate
not exceeding $1 in excess of the rate prescribed under

29 USC 206. section 6 of the Fair Labor Standards Act of 1938;
“(N) provides that funds borrowed by a student are dis-

bursed to the institution by check or other means that is

payable to and requires the endorsement or other certifi-
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cation by such student, except nothing in this title shall be
interpreted to allow the Secretary to require checks to be
made co-payable to the institution and the borrower or to
prohibit the disbursement of loan proceeds by means other
than by check;

“(0) provides that the proceeds of any loan made for any
period of enrollment that ends more than 180 days (or 6
months) after the date disbursement is scheduled to occur,
and for an amount of more than $1,000—

(i) will be disbursed directly by the lender in two or
more installments, none of which exceeds one-half of
the loan, with the second installment being dispensed
after not less than one-third of such period (except as
necessary to permit the second installment to be dis-
bursed at the beginning of the second semester, quarter,
or similar division of such period of enmllment) or

*(ii) will be disbursed in such installments pursuant
to the escrow provisions of subsection (i) of this section,

but all loans issued for the same period of enrollment shall

be considered as a single loan for the purpose of this

subparagraph and the requirements of this subparagraph

shall not apply in the case of a loan made under section

428A, 428B, or 428C, or made to a student to cover the cost

gf attendance at an eligible institution outside the United
tates;

“(P) requires the borrower and the institution at which
the borrower is in attendance to promptly notify the holder
of the loan, directly or through the guaranty agency,
concerning any change of address or status;

“(Q) provides for the guarantee of loans made to students
and parents under sections 428A and 428B;

“(R) with respect to lenders which are eligible institu-
tions, provides for the insurance of loans by only such
institutions as are located within the geographic area
served by such guaranty agency;

“(8) provides no restrictions with respect to the insurance State and local
of loans for students who are otherwise eligible for loans governments.
under such program if such a student is accepted for enroll-
ment in or is attending an eligible institution within the
State, or if such a student is a legal resident of the State
and is accepted for enrollment in or is attending an eligible
institution outside that State;

‘“(T) provides no restrictions with respect to eligible
institutions which are more onerous than eligibility
requirements for institutions under the Federal student
loan insurance program as in effect on January 1, 1985,
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
substantiall 1 the same as regulations with respect to
such eligibility issued under the Federal student loan
insurance program; or
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State and local ‘(i) there is a State constitutional prohibition affect-
governments. ing the eligibility of such an institution; and

“(U) provides (i) for the eligibility of all lenders described
in section 435(d)(1) under reasonable criteria, unless (I) that
lender is eliminated as a lender under regulations for the
limitation, suspension, or termination of a lender under the
Federal student loan insurance program or is eliminated as
a lender pursuant to criteria issued under the student loan
insurance program which are substantially the same as
regulations with respect to such eligibility as a lender
issued under the Federal student loan insurance program,
or (II) there is a State constitutional prohibition affecting
the eligibility of a lender, and (ii) assurances that the
guaranty agency will report to the Secretary concerning
changes in such criteria, including any procedures in effect
under such program to limit, suspend, or terminate lenders.

“(2) CONTENTS OF INSURANCE PROGRAM AGREEMENT.—Such an
agreement shall—

“(A) provide that the holder of any such loan will be
required to submit to the Secretary, at such time or times
and in such manner as the Secretary may prescribe, state-
ments containing such information as may be required by
or pursuant to regulation for the purpose of enabling the
Secretary to determine the amount of the payment which
must be made with respect to that loan;

“(B) include such other provisions as may be necessary to
protect the United States from the risk of unreasonable loss
and promote the purpose of this , including such provi-
sions as may be necessary for the purpose of section 437,
and as are agreed to bﬁethe Secretary and the guaranty
agency, as the case may be;

“(C) provide for maﬁing such reports, in such form and
containing such information, as the Secretary may reason-
ably require to carry out the Secretary’s functions under
this part, and for keeping such records and for affording
such access thereto as the Secretary may find necessary to
assure the correctness and verification of such reports;

(D) provide for—

(i) conducting, except as provided in clause (ii),
financial and compliance audits of the guaranty agency
at least once every 2 years and covering the period
since the most recent audit, conducted by a qualified,
independent organization or person in accordance with
standards established by the Comptroller General for
the audit of governmental organizations, programs,
and functions, and as prescribed in regulations of the
Secretary, the results of which shall be submitted to
the Secretary; or

“(ii) with regard to a guaranty program of a State
which is audited under chapter 75 of title 31, United

31 USC 7501 et States Code, deeming such audit to satisfy the require-
seq. ments of clause (i) for the period of time covered by
such audit; and

“(E) provide that any guaranty agency may transfer
loans which are insured under this part to any other guar-
anty agency with the approval of the holder of the loan and
such other guaranty agency.
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“(3) RESTRICTIONS ON INDUCEMENTS, MAILINGS, AND ADVERTIS-
ING.—A guaranty agency shall not—

“(A) offer, directly or indirectly, premiums, payments, or

other inducements to any educational institution or its

employees in order to secure applicants for loans under this

part;

*(B) conduct unsolicited mailings to students enrolled in
secondary school of student loan application forms; or

“C) conduct fraudulent or misleading advertising
concerning loan availability.

“(4) TARGETED TEACHER DEFERMENT RULE.—(A) The deferment State and local
for service as a teacher in a public or nonprofit private ele- governments.
mentary or secondary school shall be for service as such a
teacher in shortage areas prescribed by the Secretary, in con-
sultation with the chief State school officer or, in the case of
nonprofit private elementary or secondary schools, with appro-
priate officials of the nonprofit private schools in each State in
accordance with this subparagraph.

“(B) For the purpose of this paragrasph, the term ‘shortage
areas’ means (i) geographic areas of the State in which there is a
shortage of elementary and secondary school teachers, and (ii)
an area of shortage of elementary and secondary school teach-
ers in specific grade levels and in specific academic, instruc-
tional, subject matter, and discipline classifications. In carrying
out the provisions of this subparagraph, the Secretary shall give
special consideration to areas in which emergency certification
of individuals in a State is being used to correct teacher short-
ages; and to States which have retirement laws permitting early
retirement.

“(5) SpeciaL RULE.—For the purpose of paragraph (1)}M) of
this subsection, the Secretary shall approve any course of study
at a foreign university that is accepted for the completion of a
recogni international fellowship program by the adminis-
trator of such a program.

“(6) GUARANTY AGENCY INFORMATION TRANSFERS.—(A) Prior to
the implementation of section 485B, any guaranty afency ma,

uest information regarding loans made after January 1,
1987, to students who are residents of the State for which the
agency is the designated guarantor, from any other guaranty
agency insuring loans to such students.

“(B) Upon a request dpursuant to subparagraph (A), a guar-
anty agency shall provide—

‘i) the name and the social security number of the
borrower; and

“(ii) the amount borrowed, the cumulative amount bor-
rowed, the income reported on the loan apg‘ljication. and the
gulxgses and the cost of attendance of the borrower.

“(C) Any costs associated with fulfilling the request of a
guaranty agency for information on students shall be paid by
the guaranty agency requestin%éhe information.

“(c) GUARANTY AGREEMENTS FOR REIMBURSING LoSsgs.—

“(1) AUTHORITY TO ENTER INTO AGREEMENTS.—(A) The Sec-
retary may enter into a guaranty ment with any guaranty
agency, whereby the Secretary shall undertake to reimburse it,
under such terms and conditions as the Secretary may estab-
lish, with respect to losses (resulting from the default of the
student borrower) on the unpaid balance of the principal and
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accrued interest of any insured loan, including the administra-
tive costs of supplemental preclaim assistance for default
prevention as defined in paragraph (6)XC). The guaranty agency
shall be deemed to have a contractual right against the United
States, during the life of such loan, to receive reimbursement
according to the provisions of this subsection. Upon receipt of an
accurate and complete request by a guaranty agency for re-
imbursement with respect to such losses, the Secretary shall
pay promptly and without administrative delay. Except as pro-
vided in subparagraph (B) of this paragraph and in paragraph
(7), the amount to be paid a guaranty agency as reimbursement
under this subsection shall be equal to 100 percent of the
amount expended by it in discharge of its insurance obligation
incurred under its loan insurance program. In no case shall a
guaranty agency file a claim under this subsection for re-
imbursement with respect to losses prior to 270 days after the
loan becomes delinquent with respect to any installment
thereon.
“(B) Notwithstanding subparagraph (A)—

“(i) if, for any fiscal year, the amount of such reimburse-
ment payments by the Secretary under this subsection
exceeds 5 percent of the loans which are insured by such
guaranty agency under such program and which were in
repayment at the end of the preceding fiscal year, the
amount to be paid as reimbursement under this subsection
for such excess shall be equal to 90 percent of the amount of
such excess; and

“(ii) if, for any fiscal year, the amount of such reimburse-
ment payments exceeds 9 percent of such loans, the amount
to be paid as reimbursement under this subsection for such
excess shall be equal to 80 percent of the amount of such
excess.

“(C) For the purpose of this subsection, the amount of loans of
a guaranty agency which are in repayment shall be the original
principal amount of loans made by a lender which are insured
by such a guaranty agency reduced by—

‘(i) the amount the insurer has been required to pay to
discharge its insurance obligations under this part;

“(ii) the original principal amount of loans insured by it
which have been 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 subsection (b)1XE) of this
section or such first installment need not be paid pursuant
to subsection (b)X1)M) of this section.

“(2) CONTENTS OF GUARANTY AGREEMENTS.—The guaranty
agreement—

“(A) shall set forth such administrative and fiscal
dures as may be necessary to protect the United
from the risk of unreasonable loss thereunder, to ensure
proper and efficient administration of the loan insurance
program, and to assure that due diligence will be exercised
in the collection of loans insured under the program,
including a requirement that each beneficiary of insurance
on the loan submit proof that reasonable attempts were
made to locate the borrower (when the location of the
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borrower is unknown) and proof that contact was made
with the borrower (when the location is known);

‘(B) shall provide for making such reports, in such form
and containing such information, as the Secretary may
reasonably require to out the Secretary’s functions
under this subsection, and for keeping such records and for
affording such access thereto as the Secretary may find
neceaaary to assure the correctness and verification of such
re

‘(C] shall set forth adequate assurances that, with respect State and local
to so much of any loan mstue?adbungﬁr Sﬂ;ce loan insurance governments.

program as may be guaran y the retary pursuant
to this subsection, the unde of the Secretary under
the guaranty agreement is acceptable in full satisfaction of
State law or regulation requiring the maintenance of a
reserve;

“(D) shall provide that if, after the Secretary has made
payment under the guaranty agreement pursuant to para-
graph (1) of this subsection with respect to any loan, any
gayments are made in discharge of the obligation incurred

y the borrower with respect to such loan (including any
payments of interest accruing on such loan after such

ayment by the Secretary), there shall be paid over to the
gecrefary (for deposit in the fund established by section 431)
such proportion of the amounts of such payments as is
determined (in accordance with paragraph (6)) to represent
his equitable share thereof, but (i) shall provide for subroga-
tion of the United States to the rights of any insurance
beneficiary only to the extent required for the purpose of
paragraph (8); and (ii) except as the Secretary may other-
wise by or pursuant to tion provide, 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
equal to each payment made under paragraph (1) will be
promptly deposited in or credited to the accounts main-
tained for the purpose of section 422(c);

“(F) set forth adequate assurances that the guaranty
agency will not engage in any pattern or practice which
results in a denial of a borrower’s access to loans under this
part because of the borrower's race, sex, color, religion,
national origin, age, handicapped status, income, attend-
ance at a icular eligible institution within the area
served by the guaranty agency, length of the borrower’s
educational program, or the borrower’s academic year in
school; and

“(G) may include such other provisions as may be nec-

to promote the purpose of this
“(3) ForBEARANCE.—To the extent prowded in regulations of
the Secretary, a guaranty agreement under this subsection may
contain provisions which permit such forbearance for the bene-
fit of the student borrower as may be ﬂireed upon the parties
to an insured loan and approved by the insurer. uch regula-
tions shall not preclude guaranty agencies from permitting the
parties to such a loan from entering into a forbearance agree-

ment solely because the loan is in default.
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“(4) DerFiniTIONS.—For the purpose of this subsection, the
terms ‘insurance beneficiary’ and ‘default’ have the meanings
assigned to them by section 435.

“(5) APPLICABILITY TO EXISTING LOANS.—In the case of any
guaranty agreement with a guaranty agency, the Secretary
may, in accordance with the terms of this subsection, undertake
to guarantee loans described in paragraph (1) which are insured
by such guaranty agency and are outstanding on the date of
execution of the guaranty agreement, but only with respect to
defaults occurring after the execution of such guaranty agree-
ment or, if later, after its effective date.

‘(6) SECRETARY'S EQUITABLE SHARE.—(A) For the purpose of
paragraph (2)(D), the Secretary’s equitable share of payments
made by the borrower shall be that portion of the payments
remaining after the guaranty agency with which the Secretary
has an agreement under this subsection has deducted from such
payments-—-

‘(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

“(i)) an amount equal to 30 percent of such payments
(subject to subparagraph (D) of this paragraph) for costs
related to the student loan insurance program, including
the administrative costs of collection of loans reimbursed
under this subsection, the administrative costs of preclaims
assistance for default prevention, the administrative costs
of supplemental preclaims assistance for default preven-
tion, and the administrative costs of monitoring the enroll-
ment and repayment status of students (as such terms are
defined in subparagraph (B) or (C) of this paragraph).

‘(B) For the purpose of this paragraph and subsection (f) of
this section, the term—

(i) ‘administrative costs of collection of loans’ means any
administrative costs incurred by a guaranty agency which
are directly related to the collection of the loan on which a
default claim has been paid to the participating lender,
including the attributable compensation of collection
personnel (and in the case of personnel who perform several
functions for such an agency only the portion of the com-
pensation attributable to the collection activity), attorney's
fees, fees paid to collection agencies, postage, equipment,
supplies, telephone and similar charges, but does not in-
clude the overhead costs of such agency whether or not
attributable;

“(ii) ‘administrative costs of preclaim assistance for de-
fault prevention’ means any administrative costs incurred
by a guaranty agency which are directly related to provid-
ing collection assistance to the lender on a delinquent loan,
prior to the loan’s being legally in a default status, includ-
ing the attributable compensation of appropriate personnel
(and in the case of personnel who perform several functions
for such an agency only the portion of compensation attrib-
utable to the collection activity), fees paid to locate a miss-
ing borrower, postage, equipment, supplies, telephone and |
similar charges, but does not include the overhead costs of
such agency whether or not attributable; and
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“(iii) ‘administrative costs of monitoring the enrollment
and repayment status of students’ means any administra-
tive costs by a guaranty agency which are directly related
to ascertaining the student’s enrollment status, prompt
notification to the lender of such status, an audit of the note
or written agreement to determine if the provisions of that
note or agreement are consistent with the records of the

anty agen? as to the principal amount of the loan
guaranteed, and an examination of the note or agreement
to assure that the repayment provisions are consistent with
the provisions of this part,
subject to such additional criteria as the Secretary may by
regulation prescribe.

{(CXi) For the purpose of this paragraph, ‘administrative costs
of supplemental preclaims assistance’ means (subject to divi-
sions (11) through (iv)) any administrative costs—

“() in by a guaranty agency in connection with a
loan on which the guarantor has exercised preclaims assist-
ance required or permitted under paragraph (2)A) of this
subsection and su ion (f), and which has been in delin-
quent status for at least 120 days; and

“(I) which are directly related to providing collection
assistance to the lender on a delinquent loan, prior to a
claim being filed with the guaranty agency,

including the attributable compensation of appropriate person-
nel (and in the case of personnel who perform several functions,
only the portion of compensation attributable to the collection
assistance), fees paid to locate a missing borrower, postage,
equipment, supplies, telephone, and similar charges, but does
not include overhead costs.

“(ii) The administrative costs for which reimbursement is
authorized under this subparagraph must be clearly supple-
mental to the preclaim assistance for default prevention which
the guaranty agency is required or permitted to provide pursu-
ant to aph (2)(A) of this subsection and subsection (f).

“(i1i) The services associated with carrying out this subpara- Contracts.
gr?h may be provided by the guaranty agency directly or
under contract, except that such services may not be carried out
by an orfanization or entity (other than the guaranty agency)—

“(D) that is the holder or servicer of the loan or an
organization or entity that owns or controls the holder or
servicer of the loan;

“(II) that is owned or controlled by the same corporation,
partnership, association, or individual that owns or controls
the holder or servicer of the loan; or

‘(III) that is an organization or entity that has a contract
with a guaranty agency to perform collection activities with
respect to the same loans in the event of default.

“(iv) The costs for each delinquent loan associated with carry-
ing out this subparagraph may not exceed 2 percent of the
outstanding princi ance of each such loan subject to the
supplemental preclaims assistance authorized by this subpara-
graph or $100, whichever is less.

“(D) In the case of a State which enacts a garnishment law State and local
that complies with the requirements of section 428E, subpara- governments.
graph (A)(ii) shall be applied by substituting ‘35 percent’ for ‘30
percent’.
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“(7) NEW PROGRAMS ELIGIBLE FOR 100 PERCENT REINSURANCE.—
(A) Notwithstanding paragraph (1)XB), the amount to be paid a
guaranty agency for any fiscal year—

“(i) which begins on or after October 1, 1977; and

“(ii) which is either the fiscal year in which such guar-
anty agency begins to actively carry on a student loan
insurance program which is subject to a guaranty agree-
ment under subsection (b) of this section, or is one of the 4
succeeding fiscal years,

shall be 100 percent of the amount expended by such guaranty
agency in discharge of its insurance obligation insured under
such program.

“(B) The Secretary shall continuously monitor the operations
of those guaranty agencies to which the provisions of subpara-
graph (A) are applicable and revoke the a[;lplication of such
subparagraph to any such guaranty agency which the Secretary
determines has not exercised reasonable prudence in the
administration of such program.

“(8) ASSIGNMENT TO PROTECT FEDERAL FISCAL INTEREST.—If the
Secretary determines that the protection of the Federal fiscal
interest so requires, a guaranty agency shall assign to the
Secretary any loan of which it is the holder and for which the
Secretary has made a payment pursuant to paragraph (1) of this
subsection.

“(9) REINSURANCE FEES.—(A) Any guaranty agency which has
entered into an agreement with the Secretary pursuant to this
subsection shall pay to the Secretary during each fiscal year a
reinsurance fee in an amount equal to—

“(i) 0.25 percent of the total principal amount of the loans
upon which insurance was issued by such agency during
such fiscal year, in any fiscal year other than a fiscal year
described in clause (ii); or

“(i1) 0.5 percent of the total principal amount of the loans
upon which insurance was issued by such agency during
such fiscal year, in any fiscal year with respect to which the
Secretary reimbursed the agency for any losses (resulting
from the default of the borrower) pursuant to paragraph
(1)B) of this subsection.

“(B) The amount to be paid pursuant to subparagraph (A)
may be paid from any funds available to the guaranty agency.

“(C) When the Secretary first reimburses a guaranty agency
pursuant to paragraph (1)XB) of this subsection, the Secretary
shall notify such agency of the exact date of such reimburse-
ment.

“(d) Usury Laws INnappLicABLE.—No provision of any law of the

United States (other than this Act) or of any State (other than a
statute applicable principally to such State’s student loan insurance
program) which limits the rate or amount of interest payable on
loans shall agflg to a loan—

c

“1) w bears interest (exclusive of any premium for insur-
ance) on the unpaid principal balance at a rate not in excess of
the rate specified in this part; and

“(2) which is insured (i) by the United States under this part,
or (ii) by a guaranty agency under a program covered by an
agreement made pursuant to subsection (b) of this section.

“(e) PAYMENTS FOR LENDER REFERRAL SERVICES.—
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“(1) IN GENERAL.—The Secretary shall make payments in State and local
accordance with this paragraph to a guaranty agency in any governments.
State which provides a lender referral service for students who
meet the requirements of pa ph (2).

“(2) STupENT ELIGIBILITY.—A student is eligible to apply for
lender referral services to a guaranty agency in a State if—

“(A) such student is either a resident of such State or is
accepted for enrollment in or is attending an eligible
institution in such State; and

“(B) such student has sought and was unable to find a
lender willing to make a loan under this part.

“(3) AMoUNT oF PAYMENT.—The amount which the Secretarlx_v‘
shall pay to any eligible guaranty agency under this paragrap
shall ﬁ equal to one-half of 1 Bercent of the total principal
amount of the loans (upon which insurance was issued under
this part) to a student described in paragraph (2) who subse-
quently obtained such loans because of such agency’s referral
service.

“(4) INCENTIVE FEES TO LENDERS.—Nothing in this or any law
shall prohibit an agency from using all or any portion of the
funds received under this part for the payment of incentive fees
to lenders who agree to participate in a lender referral service.

“(5) AUTHORIZATION OF APPROPRIATIONS.—There is authorized
to be appropriated such sums as are necessary to carry out the
Erovisions of this paragraph.

“(f) PAYymMENTS OF CERTAIN COSTS.—

“(1) PAYMENTS BASED ON INSURANCE PROGRAM AGREEMENT.—
(A) The Secretary shall make payments in accordance with the
provisions of this paragraph to any guaranty agency for the
purposes of—

‘(i) the administrative cost of promotion of commercial
lender icipation;

“(ii) the administrative costs of collection of loans;

“(i1i) the administrative costs of preclaims assistance for
default prevention;

“(iv) the administrative costs of monitoring the enroll-
ment and repayment status of students; or

“(v) other such costs related to the student loan insurance

rogram subject to such agreement.

“(B) The total amount of payments for any fiscal year made
under this paragraph shall be equal to 1 percent of the total
principal amount of the loans upon which insurance was issued
under this part during such fiscal year by such guaranty
agency. The guaranty agency shall be deemed to have a contrac-
tual right against the United States to receive payments accord-
ing to the provisions of this subparagraph. Payments shall be
made promptly and without administrative delyay to any guar-
anty agency submitting an accurate and complete application
therefor under this subparagraph.

“(2) APPLICATIONS FOR PAYMENTS.—No payment may be made
under paragraph (1) of this subsection unless the guaranty
agency submits to the Secretary an application at such time, at
least annually, in such manner, and containing or accompanied
by such information, as the Secretary may reasonably require.
Each such application shall—

“(A) set forth assurances that the student loan insurance
program subject to the guaranty agreement complies with
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State and local
governments.

State and local

governments.

?lt’l)l()]garagraphs (4), (B), (G), (R), (8), (T), and (U) of subsection

“(B) contain provisions designed to demonstrate the
capability of carrying out a necessary and successful pro-
gram of collection of and preclaim assistance for the loan
program subject to that agreement;

“(C) set forth an estimate of the costs which are eligible
for payment under the provisions of this subsection;

“(D) provide for such administrative and fiscal proce-
dures, including an audit, as are necessary to carry out the
provisions of this subsection; and

“(E) set forth assurances that the guaranty agency will
furnish such data and information, including where nec-
essary estimates, as the Secretary may reasonably require,
to carry out the provisions of this subsection.

“(g) AcTioN ON INSURANCE PROGRAM AND GUARANTY AGREE-

MENTS.—If a nonprofit private institution or organization—

“(1) applies to enter into an agreement with the Secretary
under subsections (b) and (c) with respect to a student loan
insurance program to be carried on in a State with which the
Secretary does not have an agreement under subsection (b), and

“(2) as provided in the application, undertakes to meet the
requirements of section 422(c)6)(B) (i), (ii), and (iii),

the Secretary shall consider and act upon such application within

180 days, and shall forthwith notify the Committee on Labor and

Human Resources of the Senate and the Committee on Education

and Labor of the House of Representatives of his actions.
“(h) LENDING BY GUARANTY AGENCIES.—

“(1) LENDING FROM SALLIE MAE ADVANCES.—From sums ad-
vanced by the Association pursuant to section 439(p), each
guaranty agency or an eligible lender in a State described in
section 435(d)X1) (D) or (F) of the Act is authorized to make loans
directly to students otherwise unable to obtain loans under this
part.

“(2) AMouNT OF ADVANCES.—(A) Each guaranty agency or an
eligible lender in a State described in section 435(d)1) (D) or (F)
which has an application approved under section 439(p)X2) may
receive advances under section 439(p) for each fiscal year in an
amount necessary to meet the demand for loans under this
section. The amount such agency or lender is eligible to receive
may not exceed 25 percent of the average of the loans guaran-
teed by that agency or lender for the 3 years preceding the fiscal
year for which the determination is made. Whenever the deter-
mination required by the preceding sentence cannot be made
because the agency or lender does not have 3 years previous
experience, the amount such agency or lender is eligible to
receive may not exceed 25 percent of the loans guaranteed
under a program of a State of comparable size.

“(B) Each guaranty agency and each eligible lender in a State
described in section 435(d)X1) (D) or (F) shall repay advances
made under section 439(p) in accordance with agreements en-
tered into between the Association and such agency or lender.

“(3) LOAN TERM, CONDITIONS, AND BENEFITS.—Loans made
pursuant to this subsection shall have the same terms, condi-
tions, and benefits as all other loans made under this part.

“(i) MuLTIPLE DISBURSEMENT OF LOANS.—
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‘(1) ESCROW ACCOUNTS ADMINISTERED BY ESCROW AGENT.—Any  State and local
guaranty agency or eligible lender (hereafter in this subsection governments.
referred to as the ‘escrow agent’) may enter into an agreement
with any other eligible lender that is not an eligible institution
or an agency or instrumentality of the State (hereafter in this
subsection referred to as the ‘lender’) for the purpose of au-
thorizing multiple disbursements of the proceeds of a loan to a
student. Such agreement shall provide that the lender will pay
the proceeds of such loans into an escrow account to be adminis-
tered by the escrow agent in accordance with the provisions of
paragraph (2) of this subsection. Such agreement may allow the
lender to make payments into the escrow account in amounts
that do not exceed the sum of the amounts required for
disbursement of initial or subsequent installments to borrowers
and to make such payments not more than 45 days prior to the
date of the disbursement of such installment to such borrowers.
Such agreement shall require the lender to notify promptly the
eligible institution when funds are escrowed under this subsec-
tion for a student at such institution.

“(2) AUTHORITY OF ESCROW AGENT.—Each escrow agent enter-
ing into an agreement under paragraph (1) of this subsection is
authorized to—

“(A) make the disbursements in accordance with the note
evidencing the loan;

“(B) commingle the proceeds of all loans paid to the
escrow agent pursuant to the escrow agreement entered
into under such paragraph (1);

“(C) invest the proceeds of such loans in obligations of the
Federal Government or obligations which are insured or
guaranteed by the Federal Government;

‘:i(D) retain interest or other earnings on such investment;
an

‘“E) return to the lender undisbursed funds when the
student ceases to carry at an eligible institution at least
one-half of the normal full-time academic workload as
determined by the institution.

“(j) LENDERS-OF-LAST-RESORT.—In each State, the guaranty agency State and local
or an eligible lender in the State described in section 435(d)X1)D) of governments.
this Act shall make loans directly, or through an agreement with an
eligible lender or lenders, to students eligible to receive interest
benefits paid on their behalf under subsection (a) of this section who
are otherwise unable to obtain loans under this part. Loans made
under this subsection shall not exceed the amount of the need of the
ggaf}ower, as determined under subsection (a)2XB), nor be less than

“(k) INFORMATION ON DEFAULTS.—

“(1) PROVISION OF INFORMATION TO ELIGIBLE INSTITUTIONS.—In
order to notify eligible institutions of former students who are
in default of their continuing obligation to repay student loans,
each guaranty agency may, upon the request of an eligible
institution, furnish information with respect to students who
were enrolled at the eligible institution and who are in default
on the repayment of any loan made, insured, or guaranteed
under this part. The information authorized to be furnished
under this subsection may include the names and addresses of
such students.
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Insurance.

“(2) PUBLIC DISSEMINATION NOT AUTHORIZED.—Nothing in
paragraph (1) of this subsection shall be construed to authorize
Et;blxc dissemination of the information described in paragraph

“SUPPLEMENTAL LOANS FOR STUDENTS

“Sec. 428A. (a) AutHoriTY To Borrow.—Graduate and profes-
sional students (as defined by regulations of the Secretary) and
undergraduate independent students shall be eﬁﬂl;l; to rgo
funds under this section in amounts specified in su ion (b), and
unless otherwise specified in subsections (¢) and (d), loans under this
section shall have the same terms, conditions, and benefits as all
other loans made under this

“(b) LIMITATIONS ON AMOUNTS OF LOANS.—

“(1) ANNUAL LiMiT.—Subject to paragraphs (2) and (3), the
maximum amount a student may borrow in any academic year

g; at& equivalent (as defined by regulation by the Secretary) is

“(2) AcGrecATE LimiT.—The aggregate insured principal
amount for insured loans made to any student under this

section, exclusive of interest capitalized under subsection (c),

shall not exceed $20,000.

“(3) LIMITATION BASED ON NEED.—Any loan under this section
may be counted as part of the expected family contribution in
the determination of need under this title, but no loans may be
made to any student under this section which would cause the
student’s combined loans for any academic year to exceed the
student’s estimated cost of attendance minus such student’s
estimated financial assistance as certified by the eligible institu-
tion under section 428(a)}2XA) of this part. The annual insurable
limit on account of the student shall not be deemed to be
exceeded by a line of credit under which actual payments to the
i)orrower will not be made in any year in excess of the annual
imit.

“(c) PAYMENT OF PRINCIPAL AND INTEREST.—

“(1) COMMENCEMENT OF REPAYMENT.—Repayment of principal
on loans made under this section shall commence not later than
60 days after the date such loan is disbursed t.?' the lender,
subject to deferral pursuant to sections 427(aX2)(C) and
428(b)(1)M)

‘(2) CAPITALIZATION OF INTEREST.—Interest on loans made
under this section for which payments of principal and interest
are deferred under sections 427(a)2XC)i) and 428(b)}1)XM)Xi)
shall, if agreed upon by the borrower and the lender (A) be paid
quarterly or (B) be addyed to the principal amount of the loan on
a quarterly basis by the lender. Such capitalization of interest
shall not ﬁe deemed to exceed the annual insurable limit on
account of the student.

“(3) SussiDIES PROHIBITED.—No0 payments to reduce interest
costs shall be paid pursuant to section 428(a) of this part on
loans made pursuant to this section.

“(4) APPLICABLE RATES OF INTEREST.—Interest on loans made
pursuant to this section shall be at the applicable rate of
interest provided in section 427A(c).

“(5) AMorTIZATION.—The amount of the periodic payment and
the repayment schedule for any loan made pursuant to this
section shall be established by assuming an interest rate equal
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to the applicable rate of interest at the time the repayment of
the principal amount of the loan commences. At the option of
the lender, the note or other written evidence of the loan may
require that—
“(A) the amount of the periodic payment will be adjusted
annually, or
“(B) the period of repayment of principal will be length-
ened or shortened,
in order to reflect adjustments in interest rates occurring as a
consequence of section 427A(c)4).
“(d) REFINANCING.—

“(1) REFINANCING TO SECURE COMBINED PAYMENT.—An eligible
lender may consolidate loans held by it which are made under
this section to a borrower, including loans which were made
under section 428B as in effect prior to the enactment of the
Higher Education Amendments of 1986, under a single repay-
ment schedule which provides for a single principal payment
and a single payment of interest, and shall calculate the repay-
ment period for each included loan from the date of the
commencement of repayment of the most recent included loan.
Unless the borrower complies with the requirements of para-
graph (2), such consolidated loan shall bear interest at the
weighted average of the rates of all included loans. The exten-
sion of any repayment period of an included loan pursuant to
this paragraph shall be reported to the Secretary or guaranty
agency insuring the loan, as the case may be, but no additional
insurance premiums shall be payable with respect to any such
extension. The extension of the repayment period of any in-
cluded loan shall not require the formal extension of the
promissory note evidencing the included loan or the execution
of a new promissory note, but shall be treated as an administra-
tive forbearance of the repayment terms of the included loan.

“(2) REFINANCING TO SECURE VARIABLE INTEREST RATE.—An
eligible lender may reissue a loan which was made under
section 428B as in effect prior to the enactment of the Higher
Education Amendments of 1986 in order to permit the borrower
to obtain the interest rate provided under section 427A(c)(4). A
lender offering to reissue a loan for such purpose may charge a
borrower an amount not to exceed $100 to cover the administra-
tive costs of reissuing such loan, not more than one-half of
which shall be paid to the guarantor of the loan being reissued
to recover costs of reissuance. Reissuance of a loan under this
paragraph shall not affect any insurance applicable with re-
spect to the loan, and no additional insurance fee may be
charged to the borrower with respect to the loan.

“(3) REFINANCING BY DISCHARGE OF PREVIOUS LOAN.—A bor-
rower who has applied to an original lender for reissuance of a
loan under paragraph (2) and who is denied such reissuance
may obtain a loan from another lender for the purpose of
discharging the loan from such original lender. A loan made for
such purpose—

“(A) shall bear interest at the applicable rate of interest
provided under section 427A(c)4);

“(B) shall not result in the extension of the duration of
the note (other than as permitted under subsection (c)(5)(B));
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“(C) may be subject to an additional insurance fee but
shall not be subject to the administrative cost charge per-
mitted by paragraph (2) of this subsection; and

‘(D) shall be applied to discharge the borrower from any
remaining obligation to the original lender with respect to
the original loan.

“(4) CERTIFICATION IN LIEU OF PROMISSORY NOTE PRESEN-
TATION.—Each new lender may accept certification from the
original lender of the borrower’s original loan in lieu of presen-
tation of the original promissory note.

“(5) NOTIFICATION TO BORROWERS OF AVAILABILITY OF RE-
FINANCING oPTIONS.—Each holder of a loan made under this
section or under section 428B as in effect prior to the date of
enactment of this Act shall, not later than January 1, 1987, in
the case of loans made before the date of enactment of this Act,
notify the borrower of such loan—

“(A) of the refinancing options for which the borrower is
igible under this subsection;

“(B) of those options which will be made available by the
holder; and

“(C) that, with respect to any option that the holder will
not make available, the holder will, to the extent prac-
ticable, refer the borrower to an eligible lender offering
such option.

el

“PLUS LOANS

“Sec. 428B. (a) AutHoriTY To BorrOW.—Parents of a dependent
student shall be eligible to borrow funds under this section in
amounts specified in subsection (b), and unless otherwise specified in
subsections (c) and (d), such loans -shall have the same terms,
conditions, and benefits as all other loans made under this part.
Whenever necessary to carry out the provisions of this section, the
terms ‘student’ and ‘borrower’ as used in this part shall include a
parent borrower under this section, but such a parent borrower
shall not be eligible for any deferment pursuant to section
427(a)2)(C) or 428(b)1XM) except for the deferments allowed (with
respect to the student) under clauses (i), (viii), and (ix) of such
sections.

“(b) LIMITATIONS ON AMOUNTS OF LOANS.—

“(1) ANNvuAL LiMiT.—Subject to paragraphs (2) and (3), the
maximum amount parents may borrow for one student in any
academic year or its equivalent (as defined by regulation of the
Secretary) is $4,000.

“(2) AcGreEGATE LiMIT.—The aggregate insured principal
amount for insured loans made to parents on account of a
student shall not exceed $20,000.

“(3) LIMITATION BASED ON NEED.—Any loan under this section
may be counted as part of the expected family contribution in
the determination of need under this title, but no loan may be
made to any parent under this section which would cause the
combined loans of the parent and the student for any academic
year to exceed the student’s estimated cost of attendance minus
such student’s estimated financial assistance as certified by the
eligible institution under section 428(a)(2)(A) of this part. The
annual insurable limit on account of any student shall not be
deemed to be exceeded by a line of credit under which actual
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payments to the borrower will not be made in any year in excess
of the annual limit.
“(c) PAYMENT OF PRINCIPAL AND INTEREST.—

(1) COMMENCEMENT OF REPAYMENT.—Repayment of principal
on loans made under this section shall commence not later than
60 days after the date such loan is disbursed by the lender,
subject to deferral pursuant to sections 427(a)(2)(C) (i), (viii), and
(ix) and 428(b)(1)XM) (i), (viii), and (ix).

“(2) CAPITALIZATION OF INTEREST.—Interest on loans made
under this section for which payments of principal and interest
are deferred under sections 427(a)2XC)i) and 428(b)1)M)i)
shall, if agreed upon by the borrower and the lender (A) be paid
quarterly or (B) be added to the principal amount of the loan on
a quarterlgebaais by the lender. Such capitalization of interest
shall not deemed to exceed the annual insurable limit on
account of the student.

“(3) SussipiEs PROHIBITED.—No payments to reduce interest
costs shall be paid pursuant to section 428(a) of this part on
loans made pursuant to this section.

“(4) APPLICABLE RATES OF INTEREST.—Interest on loans made
pursuant to this section shall be at the applicable rate of
interest provided in section 427A(c).

“(5) AMorTIZATION.—The amount of the periodic payment and
the repayment schedule for any loan made pursuant to this
section shall be established by assuming an interest rate equal
to the applicable rate of interest at the time the repayment of
the principal amount of the loan commences. At the option of
the lender, the note or other written evidence of the loan may
require that—

“(A) the amount of the periodic payment will be adjusted
annually, or
“B) tﬁe period of repayment of principal will be length-
ened or shortened,
in order to reflect adjustments in interest rates occurring as a
consequence of section 427A(c)4).
“(d) REFINANCING.—

‘(1) REFINANCING TO SECURE COMBINED PAYMENT.—An eligible
lender may consolidate loans held by it which are made under
this section to a borrower, including loans which were made
under section 428B as in effect prior to the enactment of the
Higher Education Amendments of 1986, under a single repay-
ment schedule which provides for a single principal payment
and a single payment of interest, and shall calculate the repay-
ment period for each included loan from the date of the
commencement of repayment of the most recent included loan,
Unless the borrower complies with the requirements of para-
graph (2), such consolidated loan shall bear interest at the
weighted average of the rates of all included loans. The exten-
sion of any repayment period of an included loan pursuant to
this paragraph shall be reported to the Secretary or guaranty
agency insuring the loan, as the case may be, but no additional
insurance premiums shall be payable with respect to any such
extension. The extension of the repayment period of any in-
cluded loan shall not require the B;Tmal extension of the
promissory note evidencing the included loan or the execution
of a new promissory note, but shall be treated as an administra-
tive forbearance of the repayment terms of the included loan.
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“(2) REFINANCING TO SECURE VARIABLE INTEREST RATE.—An
eligible lender may reissue a loan which was made under
section 428B as in effect prior to the enactment of the Higher
Education Amendments of 1986 in order to permit the borrower
to obtain the interest rate provided under section 427A(c)4). A
lender offering to reissue a loan for such purpose may charge a
borrower an amount not to exceed $100 to cover the administra-
tive costs of reissuing such loan, not more than one-half of
which shall be paid to the guarantor of the loan being reissued
to cover costs of reissuance. Reissuance of a loan under this
paragraph shall not affect any insurance applicable with re-
s to the loan, and no additional insurance fee may be

to the borrower with respect to the loan.

“(3) REFINANCING BY DISCHARGE OF PREVIOUS LOAN.—A bor-
rower who has applied to an original lender for reissuance of a
loan under paragraph (2) and who is denied such reissuance
may obtain a loan from another lender for the purpose of
discharging the loan from such original lender. A loan made for
such purpose—

“(A) shall bear interest at the applicable rate of interest
provided under section 427A(c)4);

“(B) shall not result in the extension of the duration of
the note (other than as permitted under subsection (c)5)B));

“(C) may be subject to an additional insurance fee but
shall not be subject to the administrative cost charge per-
mitted magraph (2) of this subsection; and

“(D) be applied to discharge the borrower from any
remaining obligation to the original lender with respect to
the original loan.

“(4) CERTIFICATION IN LIEU OF PROMISSORY NOTE PRESEN-
TaTION.—Each new lender may accept certification from the
original lender of the borrower’s original loan in lieu of presen-
tation of the original promissory note.

“(5) NOTIFICATION TO BORROWERS OF AVAILABILITY OF RE-
FINANCING OPTIONS.—Each holder of a loan made under this
section or under section 428B as in effect prior to the date of
enactment of this Act shall, not later than January 1, 1987, in
the case of loans made before the date of enactment of this Act,
notify the borrower of such loan—

“(A) of the refinancing options for which the borrower is
eligible under this subsection;
(B) of those options which will be made available by the
holder; and
‘“C) that, with respect to any option that the holder will
not make available, the holder will, to the extent prac-
ticable, refer the borrower to an eligible lender offering
such option.

“‘CONSOLIDATION LOANS

20 USC 1078-3. “Sec. 428C. (a) AGREEMENTS WiTH ELIGIBLE LENDERS.—

“(1) AGREEMENT REQUIRED FOR INSURANCE COVERAGE.—For
the purpose of providing loans to eligible borrowers for consoli-
dation of their obligations with respect to eligible student loans,
the Secretary or a guaranty agency shall enter into agreements
in daccordance with subsection (b) with the following eligible
lenders:
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“(A) the Student Loan Marketing Association;

‘(B) State agencies described in subparagraphs (D) and
(F) of section 435(d)1); and

“/C) other eligible lenders described in subparagraphs (A),
(B), (C), and (E) of such section.

“(2) INSURANCE COVERAGE OF CONSOLIDATION LOANS.—Except Contracts,
as provided in section 429(e), no contract of insurance under this
part shall apply to a consolidation loan unless such loan is made
under an agreement pursuant to this section and is covered by a
certificate issued in accordance with subsection (b)2). Loans
covered by such a certificate that is issued by a guaranty agency
shall be considered to be insured loans for the purposes of
reimbursements under section 428(c), but no payment shall be
made with respect to such loans under section 428(f) to any such
agency.

“(3) DEFINITION OF ELIGIBLE BORROWER.—(A) For the purpose
of this section, the term ‘eligible borrower’ means a borrower
who, at the time of application for a consolidation loan—

“(i) has an outstanding indebtedness on eligible student
loans, at the time of application for a consolidation loan, of
not less than §5,000;

“(ii) is in repayment status, or in a grace period preceding
repayment, and is not delinquent with respect to any re-
guired %ayment on such indebtedness by more than 90

ays; an

?‘r(siii) is not a parent borrower under section 428B.

“(B) An individual’s status as an eligible borrower under this
section terminates upon receipt of a consolidation loan under
this section except with respect to loans received under this title
after the date of receipt of the consolidation loan. Loans made
under this section shall, to the extent used to discharge loans
made under this part, be counted against the applicable limita-
tions on aggregate indebtedness contained in sections 425(a)}2)
and 428(b)(1)XB).

“(4) DEFINITION OF ELIGIBLE STUDENT LOANS.—For the purpose
of paragraph (1), the term ‘eligible student loans’ means loans—

“(A) made, insured, or guaranteed under this part;

“(B) made under part E of this title; or

“(C) made under subpart II of part C of title VII of the
Public Health Service Act. 42 USC 294m.

“(b) CONTENTS OF AGREEMENTS, CERTIFICATES OF INSURANCE, AND
Loan Notes.—

‘(1) AGREEMENTS WITH LENDERS.—Any lender described in
subparagraph (A), (B), or (C) of subsection (a)1) who wishes to
make consolidation loans under this section shall enter into an
agreement with the Secretary or a guaranty agency which
provides—

“(A) that, in the case of all lenders described in subsec-
tion (a)1), the lender will make a consolidation loan to an
eligible borrower (on request of that borrower) only if the
borrower certifies that the borrower has no other applica-
tion pending for a loan under this section and (i) the lender
holds an outstanding loan of that borrower which is se-
lected by the borrower for consolidation under this section,
or (ii) the borrower certifies that the borrower has sought
and has been unable to obtain a consolidation loan from the
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holders of the outstanding loans of that borrower (which
are so selected for consolidation);

“(B) that each consolidation loan made by the lender will
bear interest, and be subject to repayment, in accordance
with subsection (¢);

“(C) that each consolidation loan will be made, notwith-
standing any other provision of this part limiting the
annual or aggregate principal amount for all insured loans
made to a borrower, in an amount (i) which is not less than
the minimum amount required for eligibility of the bor-
rower under subsection (a)2), and (ii) which is equal to the
sum of the unpaid principal and accrued unpaid interest
and late charges of all loans received by the eligible bor-
rower under this title which are selected by the borrower
for consolidation;

‘(D) that the proceeds of each consolidation loan will be
paid by the lender to the holder or holders of the loans so
selected to discharge the liability on such loans;

“(E) such other terms and conditions as the Secretary or
the guaranty agency may specifically require of the lender
to carry out this section.

“(2) ISSUANCE OF CERTIFICATE OF COMPREHENSIVE INSURANCE
COVERAGE.—The Secretary shall issue a certificate of com-
prehensive insurance coverage under section 429(b) to a lender
which has entered into an agreement with the Secretary under
paragraph (1) of this subsection. The guaranty agency may issue
a certificate of comprehensive insurance coverage to a lender
with which it has an agreement under such paragraph. The
Secretary shall not issue a certificate to a lender described in
subparagraph (B) or (C) of subsection (a)1) unless the Secretary
determines that such lender has first applied to, and has been
denied a certificate of insurance by, the guaranty agency which
insures the preponderance of its loans (by value).

“(8) CoNTENTS OF CERTIFICATE.—A certificate issued under
paragraph (2) shall, at a minimum, provide—

“(A) that all consolidation loans made by such lender in
conformity with the requirements of this section will be
insured by the Secretary or the guaranty agency (which-
ever is applicable) inst loss of principal and interest;

“(B) that a consolidation loan wﬂF not be insured unless
the lender has determined to its satisfaction, in accordance
with reasonable and prudent business practices, for each
loan being consolidated—

“(i) that the loan is a legal, valid, and binding obliga-
tion of the borrower;

“(ii) that each such loan was made and serviced in
compliance with applicable laws and regulations; and

“(1i1) in the case of loans under this part, that the
insurance on such loan is in full force and effect;

“(C) the effective date and expiration date of the certifi-

cate;

“(D) the aggregate amount to which the -certificate

lies;

‘pE) the reporting requirements of the Secretary on the
lender and an identification of the office of the Department
of Education or of the guaranty agency which will process
claims and perform other related administrative functions;
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“(F) the alternative repayment terms which will be of-
fered to borrowers by the lender;

‘(G) that, if the lender prior to the expiration of the
certificate no longer proposes to make consolidation loans,
the lender will so notify the issuer of the certificate in order
that the certificate may be terminated (without affecting
the insurance on any consolidation loan made prior to such
termination); and

“(H) the terms upon which the issuer of the certificate
m:i limit, suspend, or terminate the lender’s authority to
make consolidation loans under the certificate (without
affecting the insurance on any consolidation loan made
prior to such limitation, suspension, or termination).

“(4) TERMS AND CONDITIONS OF LOANS.—A consolidation loan
made pursuant to tI;;'ma section shall betoinsurable ll;:{gl):he 1'Secf
retary or a guaranty agen ursuant to paragrap. only i
the loan is made to an ei?é‘iﬁle borrower who has agr to
notify the holder of the loan promptly concerning any change of
address and the loan is 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 or her would not,
under applicable law, create a binding obligation, endorse-
ment may be re(} ired;

“(B) provides for the payment of interest and the repay-
ment of principal in accordance with subsection (c¢) of this
section;

“(C) provides that periodic installments of principal need
not be paid, but interest shall accrue and be paid, during
any period for which the borrower would be eligible for a
deferral under clause (i), (viii), or (ix) of section 428(bX1)M),
and that any such period shall not be included in determin-
ing the repayment period pursuant to subsection (cX2) of
this section;

“(D) entitles the borrower to accelerate without penalty
re ent of the whole or any part of the loan; and

‘(]g)l(ril) contains a notice of the system of disclosure
concerning such loan to credit bureau organizations under
section 430A, and (ii) provides that the lender on request of
the borrower will provide information on the repayment
status of the note to such organizations.

“(c) PAYMENT OF PRINCIPAL AND INTEREST.—

“(1) INTEREST RATES.—(A) Consolidation loans made under this
section shall bear interest at rates determined under subpara-
graph (B) or (C). For the purposes of payment of special allow-
ances under section 438(b)(2), the interest rate required by this
subsection is the applicable interest rate with respect to a
consolidation loan.

‘B) Except as provided in subparagraph (C), a consolidation
loan shall bear interest at an annual rate on the unpaid prin-
cipal balance of the loan which is equal to the weighted average
of the interest rates on the loans consolidated, rounded to the
nearest whole percent.

“(C) A consolidation loan shall bear interest at an annual rate
on the unpaid principal balance of the loan equal to not less
than 9 percent.
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“(2) REPAYMENT SCHEDULES.—(A) Notwithstanding any other
provision of this to the extent authorized by its certificate
of insurance under subsection (bX2)F) and approved by the
issuer of such certificate, the lender of a consolidation loan shall
establish repayment terms as will promote the objectives of this
section, which may include the establishment of graduated or
income sensitive repayment schedules. Such repayment terms
shall require that I}Ja e sum of the consolidation loan and the
amount outstanding on other student loans to the individual—

“(i) is equal to or greater than $5,000 but less than $7,500,
then such consolidation loan shall be repaid in not more
than 10 years;

“(il) is equal to or greater than $7,500 but less than
$10,000, then such consolidation loan shall be repaid in not
more than 12 years;

“(iii) is equal to or greater than $10,000 but less than
$20,000, then such consolidation loan shall be repaid in not
more than 15 years;

“(iv) is equal to or greater than $20,000 but less than
$45,000, then such consolidation loan shall be repaid in not
more than 20 years; or

“(v) is more than $45,000, then such consolidation loan
shall be repaid in not more than 25 years.

“(B) Unless a consolidation loan under subparagraph (AXii)
will be used to disch at least $5,000 of loans made under
this part, such loan be repaid in accordance with subpara-
graph (A)@).

‘“C) The amount outstanding on other student loans which
may be counted for the purpose of subparagraph (A) may not
exceed the amount of the consolidation loan.

‘(3) ADDITIONAL REPAYMENT REQUIREMENTS.—Notwithstand-
ing paragraph (2)—

“(A) a repayment schedule established with respect to a
consolidation loan shall require that the minimum install-
ment payment equal to not less than the accrued unpaid
interest; and

“(B) the lender of a consolidation loan may, with respect
to repayment on the loan, when the amount of a monthly or
other similar payment on the loan is not a multiple of §5,
round the payment to the next highest whole dollar amount
that is a multiple of $5.

“4) COMMENCEMENT OF REPAYMENT.—Repayment of a consoli-
dation loan shall commence within 60 days after all holders
have, pursuant to subsection (bX1)D), discharged the liability of
the borrower on the loans selected for consolidation.

“(5) INSURANCE PREMIUMS PROHIBITED.—No insurance pre-
mium shall be charged to the borrower on any consolidation
loan, and no insurance premium shall be payable by the lender
to the Secretary with respect to any such loan.

“d) TERMINATION OF AuTHORITY.—The authority to make loans

under this section expires at the close of September 30, 1992.
Nothing in this section shall be construed to authorize the Secretary
to promulgate rules or regulations governing the terms or conditions
of the agreements and certificates under subsection (b). Loans made
under this section which are insured by the Secretary shall be
considered to be new loans made to students for the purpose of
section 424(a).
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“COMMINGLING OF FUNDS

“Sec. 428D, Notwithstanding any other provision of this part 20 USC 1078-4.
regarding permissible uses of funds from any source, funds received
by a guaranty agency under any provision of this part may be
commingled with funds received under any other provision of this
part and may be used to carry out the purposes of such other
provision, except that—

(1) the total amount expended for the purposes of such other
provision shall not exceed the amount the guaranty agency
would otherwise be authorized to expend; and

“(2) the authority to commingle such funds shall not relieve
sﬁch agency of any accounting or auditing obligations under
this part.

“STATE GARNISHMENT LAW REQUIREMENTS

“Sec. 428E. (a) REQUIREMENTS FOR ADDITIONAL CosT PAYMENTS.— 20 USC 1078-5.
A gﬁxinishment law complies with the requirements of this section if
such law—

“(1) provides that the amount deducted for any pay period
may not exceed 10 percent of disposable pay, except that a
greater percentage may be deducted upon the written consent of
the individual involveci;’

“(2) provides the individual with a minimum of 30 days
written notice, informing such individual of the nature and
amount of the indebtedness determined by such agency to be
due, the intention of the agency to initiate proceedings to collect
the debt through deductions l!"rom pay, and an explanation of
the rights of the individual under such law;

“(3) provides the individual with an opportunity to inspect
and copy records relating to the debts;

“(4) provides the individual with an opportunity to enter into
a written agreement with the agency, under terms agreeable to
the head of the agency or his designee, to establish a schedule
for the repayment of tge debt;

*(5) provides the individual with an opportunity for a hearing
in accordance with subsection (b) on the determination of the
agency concerning the existence or the amount of the debt, and
in the case of an individual whose repayment schedule is estab-
lished other than by a written agreement pursuant to para-
graph (4), concerning the terms of the repayment schedule, but
does not permit additional administrative or judicial procedures
that would delay collection of the debt (such as reduction of the
debt to a judgment);

“(6) provides that the employer will be held liable to the
agency for any amount which such employer fails to withhold
from wages due an employee following receipt by such employer
of proper notice under paragraph (2), but such employer shall
not be required to vary the normal pay and disbursement cycles
in order to comply with this paragraph; and

“(7) provides for the imposition of a fine against any employer
who discharges from employment, refuses to employ, or es
disciplinary action against any individual subject to wage
withholding required by this section because of the existence of
such withholding and the oblifations or additional obligations
which it imposes upon the employer.
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“(b) HEARING REQUIREMENTS.—A hearing described in subsection
(aX5) shall be provided if the individual, on or before the 15th day
following receipt of the notice described in subsection (a)(2), and in
accordance with such procedures as the head of the agency may
prescribe, files a petition requesting such a hearing. The timely
filing of a petition for hearing shall stay the commencement of
collection proceedings. A hearing under su ion (a)(5) may not be
conducted by an individual under the supervision or control of the
head of the agency, except that nothing in this sentence shall be
construed to prohibit the appointment of an administrative law
judge. The hearing official shall issue a final decision at the earliest
practicable date, but not later than 60 days after the filing of the
petition requesting the hearing.

“(c) Norice REQUIREMENTS.—The notice given to the employer
pursuant to subsection (a)2) shall contain only such information as
mrﬁy be necessary for the employer to comply with the withholding
order.

“(d) DEFIN!TION —For the ?urpose of this section, the term ‘dispos-
able pay’ means that part of pay of any individual remaining after
the deduction of any amounts required by law to be withheld.

“REHABILITATION OF DEFAULTED LOANS

“Sec. 428F. (a) AutHORITY To EstaBLisH PiLor ProGRAM.—The
Secretary shall, in accordance with the requirements of this section,
establish a pilot program to test the feasibility of rehabilitating
defaulted loans under this part. Such pilot program shall be com-
menced within 3 months after the date of enactment of this section
and shall be completed not later than 3 years after such date. The
Secretary shall submit a report on the results of such pilot program
within 3 months after its completion.

“(b) ELiciBiLITY FOR PrLor PRoGRAM.—The loans which shall be
eligible for rehabilitation under this section shall be only those
loans which are made to borrowers who, at the time of default on
the loan, are unemployed or institutionalized.

“(c) METHOD OF ABILITATION.—

(1) SALE OF LOAN PURSUANT TO AGREEMENT.—Upon securing
consecutive ﬁayments for 12 months of amounts owed on a loan
2(;‘%( ‘g(l'ii}cltht e Secritary has 1(nade a fﬁment under s:cti_?ﬁ

c)1), the guaranty agency pursuan an agreement wi
Secretary) or the Secretary shal Eracticable, sell the
rehabmtated loan to an eligible lender, other than an eligible
lender who has been found by the guaranty agency or the
Secretary to have substantially failed to exercise the due dili-
gence required of lenders under this part.

“(2) TERMS OF AGREEMENT.—Such agreement between the
guaranty agen and the Secretary shall provide—

“(A) for t! ent by the agency to the Secretary of
81.5 percent ol'pel ¥ln1 amount of the principal balance
outstanding at the time of such sale multiplied by a
percentage amount equal to the reinsurance percentage in
effect when payment under the guaranty agreement was
made with respect to the loan; and

“(B) for the reinstatement by the Secretary (I) of the
obligation to reimburse such agency for the amount ex-
pended by it in discharge of its insurance obligation under
its loan insurance program, and (I) of the obligation to pay
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to the holder of the rehabilitated loan a special allowance
pursuant to section 438.

“(3) PROCEEDS OF SALES OFFSET AGAINST DEFAULT CLAIMS.—
Amounts received by the Secretary pursuant to the sale of
rehabilitated loans by a guaranty agency under this paragraph
shall be deducted from the calculations of the amount of claims
for reimbursement filed by the agency under section 428(c)(1)
for the fiscal year in which the amount was received, notwith-
standing the fact that the default occurred in a prior fiscal year.

“(4) EFFECT OF REHABILITATION ON BORROWER ELIGIBILITY.—
Any borrower whose loan is rehabilitated under this subsection
shall not be precluded by section 484 from receiving additional
assistance under this title (for which he or she is otherwise
eligible) on the basis of defaulting on the loan prior to
rehabilitation.

‘(5) APPLICABILITY OF OTHER TERMS, CONDITIONS, AND BENE-
FITS.—A loan which is rehabilitated under this paragraph shall
be subject to the same terms and conditions and qualify for the
same benefits and privileges as other loans made under this
part.

“CERTIFICATE OF FEDERAL LOAN INSURANCE—EFFECTIVE DATE OF
INSURANCE

“Sec. 429. (a) LoAN-BY-LOAN INSURANCE.— 20 USC 1079.

“(1) AUTHORITY TO ISSUE CERTIFICATES ON APPLICATION.—If,
upon application by an eligible lender, made upon such form,
containing such information, and supported by such evidence as
the Secretary may require, and otherwise in conformity with
this section, the Secretary finds that the apflicant has made a
loan to an eligible student which is insurable under the provi-
sions of this part, he may issue to the applicant a certificate of
insurance covering the loan and setting forth the amount and
terms of the insurance.

“(2) EFFECTIVENESS OF CERTIFICATE.—Insurance evidenced by a
certificate of insurance pursuant to subsection (a)1) shall
become effective upon the date of issuance of the certificate,
except that the Secretary is authorized, in accordance with
regulations, to issue commitments with respect to proposed
loans, or with respect to lines (or proposed lines) of credit,
submitted by eligible lenders, and in that event, upon compli-
ance with subsection (a)1) by the lender, the certificate of
insurance may be issued effective as of the date when any loan,
or any l:fm]m:nem‘. by the lender pursuant to a line of credit, to be
covered by such insurance was made. Such insurance shall
cease to be effective upon 60 days’ default by the lender in the
payment of any installment of the premiums payable pursuant
to subsection (c).

“(3) CONTENTS OF APPLICATIONS.—An application submitted
pursuant to subsection (a)(1) shall contain (A) an agreement by
the applicant to pay, in accordance with regulations, the pre-
miums fixed by the Secretary pursuant to subsection (c), and (B)
an agreement by the applicant that if the loan is covered by
insurance the applicant will submit such supplementary reports
and statement during the effective period of the loan agree-
ment, upon such forms, at such times, and containing such

71-194 0 - 89 - 11 : QL. 3 Part2
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information as the Secretary may prescribe by or pursuant to
regulation.

“(b) CoMPREHENSIVE INSURANCE COVERAGE CERTIFICATE.—

“(1) ESTABLISHMENT OF SYSTEM BY REGULATION.—In lieu of
requiring a separate insurance application and issuing a sepa-
rate certificate of insurance for each student loan made by an
eligible lender as provided in subsection (a), the Secretary may,
in accordance with regulations consistent with section 424, issue
to any eligible lender applying therefor a certificate of com-
prehensive insurance coverage which shall, without further
action by the Secretary, insure all insurable loans made by that
lender, on or after the date of the certificate and before a
specified cutoff date, within the limits of an aggregate maxi-
mum amount stated in the certificate. Such regulations may
provide for conditioning such insurance, with respect to any
loan, upon compliance by the lender with such requirements (to
be stated or incorporated by reference in the certificate) as in
the .‘:"e{:retar{;i_t1 judgment will best achieve the purpose of this
subsection while protecting the United States from the risk of
unreasonable loss and promoting the objectives of this part,
including (but not limited to) provisions as to the reporting of
such loans and information relevant thereto to the Secretary
and as to the payment of initial and other premiums and the
effect of default therein, and including provision for confirma-
tion by the Secretary from time to time (through endorsement
of the certificate) of the coverage of specific new loans bg such
certificate, which confirmation shall be incontestable by the
Secretary in the absence of fraud or misrepresentation of fact or
patent error.

“(2) Uncoverep LoANS.—If the holder of a certificate of com-
prehensive insurance coverage issued under this subsection
g;anta to a student a line of credit extending beyond the cutoff

te specified in that certificate, loans or payments thereon
made by the holder after that date ‘fursuant to the line of credit
shall not be deemed to be included in the coverage of that
certificate except as may be specifically provided therein; but,
subject to the limitations of section 424, the Secretary may, in
accordance with regulations, make commitments to insure such
future loans or payments, and such commitments may be hon-
ored either as provided in subsection (a) or by inclusion of such
insurance on comprehensive coverage under the subsection for
the period or periods in which such future loans or payments
are made.

‘() CHARGES FOR FEDERAL INSURANCE.—The Secretary shall,
pursuant to regulations, charge for insurance on each loan under
this part a premium in an amount not to exceed one-fourth of 1
percent per year of the unpaid principal amount of such loan
(excluding interest added to principal), payable in advance, at such
times and in such manner as may be prescribed by the Secretary.
Such regulations may provide that such premium shall not be
payable, or if paid shall be refundable, with respect to any period
after default in the payment of principal or interest or after the
borrower has died or becomes totally and permanently disabled, if
(1) notice of such default or other event has been duly given, and (2)
requests for payment of the loss insured against has been made or
the Secretary has made such payment on his own motion pursuant
to section 430(a).
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“(d) AssiGNABILITY OF INSURANCE.—The rights of an eligible
lender arising under insurance evidenced by a certificate of insur-
ance issued to it under this section may be assigned as security by
gctli lender only to another eligible lender, and subject to regulation

e .

“(e) ConsoLipaTION Nor To Arrect INsURANCE.—The consolida-
tion of the obligations of two or more federally insured loans
obtained by a student borrower in any fiscal year into a single
obligation evidenced by a single instrument of indebtedness shall
not affect the insurance by the United States. If the loans thus
consolidated are covered by separate certificates of insurance issued
under subsection (a), the Secretary may upon surrender of the
original certificates issue a new certificate of insurance in accord-
ance with that subsection upon the consolidated obligation; if they
are covered by a single comprehensive certificate issued under
subsection (b), the Secretary may amend that certificate accordingly.

“DEFAULT OF STUDENT UNDER FEDERAL LOAN INSURANCE PROGRAM

“Sec. 430. (a) NoTicE TO SECRETARY AND PAYMENT OF Loss.—Upon 20 USC 1080.
default by the student borrower on any loan covered by Federal loan
insurance pursuant to this part, and prior to the commencement of
suit or other enforcement proceedings upon security for that loan,
the insurance beneficiary shall promptly notify the Secretary, and
the Secretary shall if requested (at t{at time or after further
collection efforts) by the beneficiary, or may on the Secretary’s own
motion, if the insurance is still in effect, pay to the beneficiary the
amount of the loss sustained by the insured upon that loan as soon
as that amount has been determined. The ‘amount of the loss’' on
any loan shall, for the purposes of this subsection and subsection (b),
be deemed to be an amount equal to the unpaid balance of the
E-onncul)_lal amount and accrued interest, including interest accrui

m the date of submission of a valid default claim (as determin
by the Secretary) to the date on which payment is authorized by the
Secretary, reduced to the extent required by section 425(hb). Such
beneficiary shall be required to meet the standards of due diligence
in the co ion of the loan and shall be required to submit proof
that reasonable attempts were made to locate the borrower (when
the location of the borrower is unknown) and proof that contact was
made with the borrower (when the location is known). The Secretary
shall make the determination retél;xred to carry out the provisions of
this section not later than 90 days after the notification by the
insurance beneficiary and shall make payment in full on the
amount of the beneficiary’s loss pending completion of the due
diligence investigation.

“(b) Errect oF PAYMENT oF Loss.—Upon payment of the amount
of the loss pursuant to subsection (a), the United States shall be
subrogated for all of the rights of the holder of the obligation upon
the insured loan and shall be entitled to an assignment of the note
or other evidence of the insured loan by the insurance beneficiary. If
the net recovery made by the Secretary on a loan after deduction of
the cost of that recovery (including reasonable administrative costs
and collection costs, to the extent set forth in regulations issued by
the Secretary) exceeds the amount of the loss, the excess shall be
paid over to the insured. The Secretary may, in attempting to make Contracts.
recovery on such loans, contract with private business concerns,
State student loan insurance agencies, or State guaranty agencies,
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note.

for payment for services rendered by such concerns or agencies in
assisting the Secretary in making such recovery. Any contract
under this subsection entered into by the Secretary shall provide
that attempts to make recovery on such loans shall be fair and
reasonable, and do not involve harassment, intimidation, false or
misleading representations, or unnecessary communications
concerning the existence of any such loan to persons other than the
student borrower.

“(c) ForBEARANCE NoT PrRECLUDED.—Nothing in this section or in
this part shall be construed to preclude any forbearance for the
benefit of the student borrower which may be agreed upon by the
parties to the insured loan and approved by the Secretary, or to
preclude forbearance by the Secretary in the enforcement of the
insured obligation after payment on that insurance. Any forbear-
ance which is approved by the Secretary under this subsection with
respect to the repayment of a loan, including a forbearance during
default, shall not be considered as indicating that a holder of a
federally insured loan has failed to exercise reasonable care and due
diligence in the collection of the loan.

“(d) CARE AND DiLiGENCE REQUIRED OF HoLDERS.—Nothing in this
section or in this part shall be construed to excuse the holder of a
federally insured loan from exercising reasonable care and diligence
in the making and collection of loans under the provisions of this
ﬂart. If the Secretary, after a reasonable notice and opportunity for

earing to an eligible lender, finds that it has substantially failed to
exercise such care and diligence or to make the reports and state-
ments required under section 428(a)4) and section 42%a)3), or to
pay the required Federal loan insurance premiums, the Secretary
shall disqualify that lender for further Federal insurance on loans
granted pursuant to this part until the Secretary is satisfied that its
failure has ceased and finds that there is reasonable assurance that
the lender will in the future exercise necessary care and diligence or
comply with such requirements, as the case may be.

“REPORTS TO CREDIT BUREAUS AND INSTITUTIONS OF HIGHER
EDUCATION

“Sec. 430A. (a) AGReeMENTS To ExCHANGE INFORMATION.—For
the purpose of promoting responsible repayment of loans covered by
Federal loan insurance pursuant to this part or covered by a guar-
anty agreement pursuant to section 428, the Secretary, each guar-
anty agency, eligible lender, and subsequent holder shall enter into
agreements with credit bureau organizations to exchange informa-
tion concerning student borrowers, in accordance with the require-
ments of this section. For the purpose of assisting such organizations
in complying with the Fair Credit Reporting Act, such agreements
may provide for timely response by the Secretary (concerning loans
covered by Federal loan insurance), by a %uaranty agency, eligible
lender, or subsequent holder (concerning loans covered by a guar-
anty agreement), or to requests from such organizations for
responses to objections raised by borrowers. Subject to the require-
ments of subsection (c), such agreements shall require the Secretary,
the guaranty agency, eligible lender, or su uent holder, as appro-
priate, to disclose to such organizations, with respect to any loan
under this part that has not been repaid by the borrower—

“(1) the total amount of loans made to any borrower under
this part and the remaining balance of the loans;
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“(2) information concerning the date of any default on the
loan and the collection of the loan, includi information
concerning the repayment status of any defaulted loan on which
the Secretary has made a payment pursuant to section 430(a) or
the guaranty Egency has made a payment to the previous holder
of the loan; an

“3) the date of cancellation of the note upon completion of
repayment by the borrower of the loan or payment by the
Secretary pursuant to section 437.

“(b) AppITIONAL INFORMATION.—Such agreements may also pro-
vide for the disclosure by such organizations to the Secretary or a
guaranty agency, whichever insures or guarantees a loan, upon
receipt of a notice under subsection (aX2) that such a loan is in
default, of information concerning the borrower’s location or other
information which may assist the Secretary, the guaranty agency,
the eligible lender, or the subsequent holder in collecting the loan.

“(c) CoNTENTS OF AGREEMENTS.—Agreements entered into pursu-
ant to this section shall contain such provisions as may be necessary
to ensure that—

“(1) no information is disclosed by the Secretary or the guar-
anty agency, eligible lender, or subsequent holder unless its
accuracy and completeness have been verified and the Sec-
retary or the guaranty agency has determined that disclosure
would accomplish the purpose of this section;

“(2) as to any information so disclosed, such organizations will
be promptly notified of, and will promptly record, any ch
submitted by the Secretary, the guaranty agency, eligible
lender, or subsequent holder with respect to such information,
or any objections by the borrower with respect to any such
mformat.ion, as required by section 611 of the Fair Credit

Portmg Act (15 U.S.C. 1681i);

“(3) no use will be made of any such information which would
result in the use of collection practices with respect to such a
borrower that are not fair and reasonable or that involve
harassment, intimidation, false or misleading representations,
or unnecessary communication concerning the existence of such
loan or concerning any such information; and

“(4) with regard to notices of default under subsection (a)2) of
this section, except for disclosures made to obtain the borrow-
er's location, the Secretary, or the guaranty agency, eligible
lender, or subsequent holder whichever is applicable (A) shall
not disclose any such information until the borrower has been
notified that such information will be disclosed to credit bureau
organizations unless the borrower enters into repayment of his
or her loan, but (B) shall, if the borrower has not entered into
repayment within a reasonable period of time, but not less than
30 days, from the date such notice has been sent to the bor-
rower, disclose the information required by this subsection.

“(d) CONTRACTOR STATUS OF PARTICIPANTS.—A guaranty agency,
eligible lender, or subsequent holder or credit bureau organization
which discloses or receives information under this section shall not
be considered a Government contractor within the meaning of
section 552a of title 5, United States Code.

“(e) DiscLosURE To INsTITUTIONS.—The Secre and each guar-
anty agency, eligible lender, and subsequent holder of a loan are

orized to disclose information described in subsections (a) and
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(b) concerning student borrowers to the eligible institutions such
borrowers attend or previously attended.

“(f) DURATION OF AUTHORITY.—Notwithstanding paragraphs (4)
and (6) of subsection (a) of section 605 of the Fair Credit Reporting
Act (15 U.S.C. 1681c (a)4), (a)6)), a consumer reporting agency may
make a report containing information received from the Sec
or a guaranty agency, eligible lender, or subsequent holder regard-
ing the status of a borrower’s defaulted account on a loan guaran-
teed under this part until—

“(1) T years from the date on which the Secretary or the
agency paid a claim to the holder on the guaranty, or

“(2) with regard to an account on a loan on which the
Secretary or the guaranty agency has paid a claim but not
reported the account to a consumer reporting agency on or
before October 1, 1985, 7 years from that date.

“INSURANCE FUND

“Sec. 431. (a) EstaBLisSHMENT.—There is hereby established a
student loan insurance fund (hereinafter in this section called the
‘fund’) which shall be available without fiscal year limitation to the
Secretary for makingegayments in connection with the default of
loans insured by the Secretary under this part, or in connection with
payments under a guaranty agreement under section 428(c). All
amounts received by the Secretary as premium charges for insur-
ance and as receipts, earnings, or proceeds derived from any claim
or other assets acquired by the Secretary in connection with oper-
ations under this part, any excess advances under section
422(c)4)(C), and any other moneys, property, or assets derived by the
Secretary from operations in connection with this section, shall be
deposited in the fund. All payments in connection with the default
of loans insured by the Secretary under this part, or in connection
with such guaranty agreements shall be paid from the fund. Moneys
in the fund not needed for current operations under this section may
be invested in bonds or other obligations guaranteed as to principal
and interest by the United States.

“(b) BorrowING AuTHORITY.—If at any time the moneys in the
fund are insufficient to make payments in connection with the
default of any loan insured by the Secretary under this part, or in
connection with any guaranty agreement made under section 428(c),
the Secretary is authorized, to the extent provided in advance by
appropriations Acts, to issue to the Secretary of the Treasury notes
or other obligations in such forms and denominations, bearing such
maturities, and subject to such terms and conditions as may be
prescribed by the Secretary with the approval of the Secretary of
the Treasury. Such notes or other obligations 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 matu-
rities during the month preceding the issuance of the notes or other
obligations. The Secretary of the Treasury is authorized and di-
rected to purchase any notes and other obligations issued hereunder
and for that purpose is authorized to use as a public debt transaction
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 issued under that Act, as amended, are extended to include
any purchase of such notes and obligations. The Secretary of the
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Treasury may at any time sell any of the notes or other obligations
acquired 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. Sums borrowed under the subsection shall be deposited in
the fund and redemption of such notes and obligations shall be made
by the Secretary from such fund.

“LEGAL POWERS AND RESPONSIBILITIES

“Skc. 432. (a) GENERAL PoweRrs.—In the performance of, and with 20 USC 1082.
respect to, the functions, powers, and duties, vested in him by this
part, the Secretary may—

“(1) prescribe such regulations as may be necessary to carry
out the purposes of this part;

“(2) sue and be sued in any court of record of a State having
general jurisdiction or in any district court of the United States,
and such district courts shall have jurisdiction of civil actions
arising under this part without regard to the amount in con-
troversy, and action instituted under this subsection by or
against the Secretary shall survive notwithstanding any change
in the person occupying the office of Secretary or any vacancy
in that office; but no attachment, injunction, garnishment, or
other similar process, mesne or final, shall be issued against the
Secretary or property under the Secretary’s control and nothing
herein shall be construed to except litigation arising out of
activities under this part from the application of sections 509,
517, 547, and 2679 of title 28 of the United States Code;

“(3) include in any contract for Federal loan insurance such Contracts.
terms, conditions, and covenants relating to repayment of prin-
cipal and payment of interest, relating to the Secretary’s obliga-
tions and rights to those of eligible lenders, and borrowers in
case of default, and relating to such other matters as the
Secretary determines to be necessary to assure that the pur-
poses of this part will be achieved; and any term, condition, and
covenant made pursuant to this paragraph or pursuant to any
other provision of this part may be modified by the Secretary,
after notice and opportunity for a hearing on the record, if the
Secretary finds that the modification is necessary to protect the
United States from the risk of unreasonable loss;

“(4) subject to the specific limitations in this part, consent to
modification, with respect to rate of interest, time of payment of
any installment of principal and interest or any portion thereof,
or any other provision of any note or other instrument evidenc-
ing a loan which has been insured by the Secretary under this

“(5) enforce, pay, or compromise, any claim on, or arising
because of, any such insurance or any guaranty agreement
under section 428(c); and

“(6) enforce, pay, compromise, waive, or release any right,
title, claim, lien, or demand, however acquired, including any
equity or any right of redemption.

“(b) FINANCIAL OPERATIONS RESPONSIBILITIES.—The Secretary
shall, with respect to the financial operations arising by reason of
this part—
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“(1) prepare annually and submit a budget program as pro-
vided for wholly owned Government corporations by chapter 91
of title 31, United States Code; and

“(2) maintain with respect to insurance under this part an
integral set of accounts and prepare financial statements in
accordance with g:anerally accepted accounting principles,
which shall be audited annually by the General Accounting
Office in conformity with generally accepted Government audit-
ing standards except that the transactions of the Secretary,
including the settlement of insurance claims and of claims for
payments pursuant to section 428, and transactions related
thereto and vouchers approved by the Secretary in connection
with such transactions, shall be final and conclusive upon all
accounting and other officers of the Government.

“(c) DaTA COLLECTION.—

“{(1) COLLECTION BY CATEGORY OF LOAN.—(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 Secretary and all other insurers under this part
shall collect and accumulate all data relating to (i) loan volume
insured and (ii) defaults reimbursed or default rates according
to the categories of loans listed in subparagraph (B) of this
PAE) The data indicated in sub h (A) of thi h

e indicated in subparagra of this paragra
shall be accumulated according to tﬂe category of lend?er
making the loan and shall be accumulated separately for lend-
ers who are (i) eligible institutions, (ii) State or private, non-
profit direct lenders, (iii) commercial financial institutions who
are banks, savings and loan associations, or credit unions, and
(iv) all other types of institutions or agencies.

‘C) The Secretary may designate such additional
subcategories within the categories ified in subparagraph
(B) of this paragraph as the Secretary deems appropriate.

“(D) The category or designation of a loan shall not be
changed for any reason, including its purchase or acquisition by
a lender of another category.

“(2) COLLECTION AND REPORTING REQUIREMENTS.—(A) The Sec-
retary shall collect data under this subsection from all insurers
under this part and shall publish not less often than once every
fiscal year a report showing loan volume guaranteed and de-
fault data for each category specified in subparagraph (B) of

ph (1) of this subsection and for the total of all lenders.

“(B) The reports specified in subparagraph (A) of this para-
graph shall include a separate report for each insurer under
this part including the Secretary, and where an insurer insures
loans for lenders in more than one State, such insurer’s report
shall list all data separately for each State.

“(8) INSTITUTIONAL, PUBLIC, OR NONPROFIT LENDERS.—For pur-
poses of clarity in communications, the Secretary shall sepa-
rately identify loans made by the lenders referred to in clause (i)
and loans made by the lenders referred to in clause (i) of
paragraph (1XB) of this subsection.

“(d) DELEGATION.—

‘“1) RecioNAL oFFIcES.—The functions of the Secretary under
this part listed in paragraph (2) of this subsection may be
delegated to employees in the regional office of the Department.
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“(2) DeELEGABLE FUNCTIONS.—The functions which may be Insurance.
delegated pursuant to this subsection are— Contracts.

“(A) reviewing applications for loan insurance under sec-
tion 429 and issuing contracts for Federal loan insurance,
certificates of insurance, and certificates of comprehensive
insurance coverage to eligible lenders which are financial
or credit institutions subject to examination and super-
vision by an agency of the United States or of any State;

“(B) receiving claims for payments under section 430(a),
examining those claims, and pursuant to regulations of the
Secretary, approving claims for payment, or requiring lend-
ers to take additional collection action as a condition for
payment of claims; and

“(C) certifying to the central office when collection of Claims.
defaulted loans has been completed, compromising or agree-
ing to the modification of any Federal claim against a
borrower (pursuant to regulations of the Secretary issued
under section 432(a)), and recommending litigation with
respect to any such claim.

“(e) Use oF INFORMATION ON BorroWERS.—Notwithstanding any
other provision of law, the Secretary may provide to eligible lenders,
and to any guaranty agency having a guaranty agreement under
section 428(cX1), any information with respect to the names and
addresses of borrowers or other relevant information which is avail-
able to the Secretary, from whatever source such information may
be derived.

“(f) AupiT oF FINANCIAL TRANSACTIONS.—

“(1) CoMPTROLLER GENERAL AND INSPECTOR GENERAL AUTHOR-
1Ty.—The Comptroller General and the Inspector General of the
Department of Education shall each have the authority to
conduct an audit of the financial transactions of—

“(A) any guaranty agency operating under an agreement
with the Secretary pursuant to section 428(b);

“(B) any eligible lender as defined in section 435(d)(1) (D),
(F), or (H),

“(C) a representative sample of eligible lenders under this

art, upon the request of the Committee on Education and
Eabor of the House of Representatives or the Committee on
Labor and Human Resources of the Senate, with respect to
the payment of the special allowance under section 438 in
order to evaluate the program authorized by this part; and

“(D) any Authority required to file a plan for doing
business under section 438(d).

“(2) Access 1o RECORDS.—For the purpose of carrying out this
subsection, the records of any entity described in subparagraph
(A), (B), (C), or (D) of paragraph (1) shall be available to the
Comptroller General and the Inspector General of the Depart-
ment of Education. For the purpose of section T16(c) of title 31,
United States Code, such records shall be considered to be
records to which the Comptroller General has access by law,
and for the purpose of section 6(a)4) of the Inspector General
Act of 1978, such records shall be considered to be records 5 USC app.
necessary in the performance of functions assigned by that Act
to the Inspector General.

“(3) DeFiniTION OF RECORDS.—For the purpose of this subsec-
tion, the term ‘record’ includes any information, document,
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report, answer, account, paper, or other data or documentary
evidence.

‘(g) CrviL PENALTIES.—

“(1) AurHORITY TO IMPOSE PENALTIES.—Upon determination,
after reasonable notice and opportunity for a hearing on the
record, that a lender or a guaranty agency—

“(A) has violated or failed to carry out any provision of
this part or any regulation prescribed under tiis part, or

“(B) has engaged in substantial misrepresentation of the
nature of its financial charges,

the Secretary may impose a civil penalty upon such lender or
agency of not to exceed $25,000 for each violation, failure, or
misrepresentation.

“2) LimiraTions.—No civil penalty may be imposed under
paragraph (1) of this subsection unless it is determined that the
violation, failure, or substantial misrepresentation referred to
in that pamgmph resulted from—

“(A)() a clear and consistent pattern or practice of viola-
tions, failures, or substantial misrepresentations in which
the lender or guaranty agency did not maintain Frocedures
reasonably adapted to avoid the violation, failure, or
substantial representation;

“(ii) gross negligence; or

“(iii) willful actions on the part of the lender or guaranty
agency; and

“(B) the violation, failure, or substantial representation is
material.

“(3) CORRECTION OF FAILURE.—A lender or guaranty agency
has no liability under paragraph (1) of this subsection if, prior to
the institution of an action under that paragraph, the lender or
guaranty agency cures or corrects the violation or failure or
notifies the person who received the substantial misrepresenta-
tion of the actual nature of the financial charges involved.

“(4) CONSIDERATION AS SINGLE VIOLATION.—For the purpose of
paragraph (1) of this subsection, violations, failures, or substan-
tial misrepresentations arising from a specific practice of a
lender or guaranty agency shall be deemed to be a single
violation, failure, or substantial misrepresentation even if the
violation, failure, or substantial misrepresentation affects more
than one loan or more than one borrower, or both, and the
Secretary may only impose a single civil penalty for each such
violation, failure, or substantial misrepresentation.

“(5) ASSIGNEES NOT LIABLE FOR VIOLATIONS BY OTHERS.—If a
loan affected by a violation, failure, or substantial misrepresen-
tation is assigned to another holder, the lender or guaranty
agency responsible for the violation, failure, or substantial mis-
representation shall remain liable for any civil money penalty
provided for under paragraph (1) of this subsection, but the
assignee shall not be liable for any such civil money penalty.

“(6) CompromisE.—Until a matter is referred to the Attorney
General, any civil penalty under &rag'raph (1) of this subsec-
tion may be compromised by the Secretary. In determining the
amount of such penalty, or the amount agreed upon in com-
promise, the Secretary shall consider the appropriateness of the
penalty to the resources of the lender or lgll.mranl:y agenc
subject to the determination; the gravity of the violation, fail-
ure, or substantial misrepresentation; the frequency and
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persistence of the violation, failure, or substantial misrepresen-
tation; and the amount of any losses resulting from the viola-
tion, failure, or substantial misrepresentation. The amount of
such penalty, when finally determined, or the amount agreed
upon in compromise, may be deducted from any sums owing by
the United States to the lender or agency charged, unless the
lender or agency has, in the case of a final agency determina-
tion, commenced proceedings for judicial review within 90 days
of the determination, in which case the deduction may not be
made during the pendency of the proceeding.
“(h) AutHorITY OF THE SECRETARY To IMPOSE AND ENFORCE
LIMITATIONS, SUSPENSIONS, AND TERMINATIONS.—

“(1) ImPosSITION OF SANCTIONS.—(A) If the Secretary, after a
reasonable notice and opportunity for hearing to an eligible
lender, finds that the eligible lender—

“(i) has substantially failed—
“(I) to exercise reasonable care and diligence in the
making and collecting of loans under the provisions of

this'(ﬁart,
“(II) to make the reports or statements under section
428(a)4), or

“(III) to pay the required loan insurance premiums to

any guaranty agency, or
“(i1) has engaged in—

“(I) fraudulent or misleading advertising or in solici-
tations that have resulted in the making of loans in-
sured or guaranteed under this part to borrowers who
are ineligible; or

“(II) the practice of making loans that violate the Insurance.
certification for eligibility provided in section 428,

the Secretary shall limit, suspend, or terminate that lender
from participation in the insurance programs operated by guar-
anty agencies under this part.

“(B) The Secretary not lift any such limitation, suspen-
sion, or termination until the Secretary is satisfied that the
lender’s failure under subparagraph (A)(i) of this paragraph or
practice under subparagraph (A)(ii) of this paragraph has
and finds that there are reasonable assurances that the lender

“(i) exercise the necessary care and diligence,
“(ii) comply with the requirements described in subpara-
graph (A)i), or
“(iii) cease to engage in the practices described in
subparagraph (A)(ii),
as the case may%e.

“(2) REVIEW OF SANCTIONS ON LENDERS.—(A) The Secretary
shall, in accordance with sections 556 and 557 of title 5, United
States Code, review each limitation, suspension, or termination
imposed by any aranty agency pursuant to section
428(b)1)(U) within 60 days after receipt by the Secre of a
notice from the guaranty agency of the imposition of such
limitation, suspension, or termination, unless the right to such
review is waived in writing by the lender. The Secretary shall
disqualify such lender from participation in the student loan
insurance program of each of the guaranty agencies under this
Eart, and notify such guaranty agencies of such disqualifica-

lon—
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20 USC 1083.

“(i) if such review is waived; or

“(ii) if such review is not waived, unless the Secretary
determines that the limitation, suspension, or termination
w;i' not imposed in accordance with requirements of such
section.

“(B) The Secretary shall not lift any such disqualification
until the Secretary is satisfied that the lender has corrected the
failures which led to the limitation, suspension, or termination,
and finds that there are reasonable assurances that the lender
will, in the future, comply with the requirements of this part.
The Secretary shall notify each guaranty agency of the lifting of
any such disqualification.

(3) REVIEW OF SANCTIONS ON ELIGIBLE INSTITUTIONS.—(A) The
Secretary shall, in accordance with sections 556 and 557 of title
5, United States Code, review each limitation, suspension, or
termination imposed by any guaranty agency pursuant to sec-
tion 428(b)(1XT) within 60 days after receipt by the Secretary of
a notice from the guaranty agency of the imposition of such
limitation, suspension, or termination, unless the right to such
review is waived in writing by the institution. The Secretary
shall disqualify such institution from participation in the stu-
dent loan insurance program of each of the guaranty agencies
under this part, and notify such guaranty agencies of such
disqualification—

“(i) if such review is waived; or

“(i1) if such review is not waived, unless the Secretary
determines that the limitation, suspension, or termination
was not imposed in accordance with requirements of such
section.

“(B) The Secretary shall not lift any such disqualification
until the Secretary is satisfied that the institution has corrected
the failures which led to the limitation, suspension, or termi-
nation, and finds that there are reasonable assurances that the
institution will, in the future, comply with the requirements of
this part. The Secretary shall notify each guaranty agency of
the lifting of any such disqualification.

‘1) AutHORITY To SELL DEFAULTED LoANS.—In the event that all
other collection efforts have failed, the Secre is authorized to
sell defaulted student loans assigned to the United States under this
part to collection ncies, eligible lenders, guaranty agencies, or
other qualified purchaser on such terms as the Secretary determines
are in the best financial interests of the United States. A loan may
not be sold pursuant to this subsection if such loan is in repayment
status.

“STUDENT LOAN INFORMATION BY ELIGIBLE LENDERS

“Sec. 433. (a) REQUIRED DiscLoSURE BEFORE DisBURSEMENT.—Each
eligible lender shall, at or prior to the time such lender disburses a
loan which is insured or guaranteed under this part, provide thor-
ough and accurate loan information on such loan to the borrower.
Any disclosure required by this subsection may be made by an
eligible lender as part of the written application material provided
to the borrower, or as part of the promissory note evidencing the
loan, or on a separate written form provided to the borrower. The
disclosure shall include—

“(1) the name of the eligible lender, and the address to which
communications and payments should be sent;
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“(2) the principal amount of the loan;

“(3) the amount of any charges, such as the origination fee
and insurance premium, collected by the lender at or prior to
the disbursal of the loan and whether such charges are deducted
from the proceeds of the loan or paid separately by the bor-
rower;

“(4) the stated interest rate on the loan;

“(5) the yearly and cumulative maximum amounts that may
be borrowed;

“(6) an explanation of when repayment of the loan will be
required and when the borrower will be obligated to pay
interest that accrues on the loan;

“(7) a statement as to the minimum and maximum repayment
term which the lender may impose, and the minimum annual
payment required by law;

“(8) a statement of the total cumulative balance, including the
loan applied for, owed by the student to that lender, the pro-
jected level of indebtedness of the student based on a 4-year
college career, and an estimate of the projected monthly repay-
ment given the level of indebtedness over a 4- or b5-year
college career;

“(9) an explanation of any special options the borrower may
have for loan consolidation or other refinancing of the loan;

“(10) a statement that the borrower has the right to prepay
all or part of the loan, at any time, without penalty, a statement
summarizing circumstances in which repayment of the loan or
interest that accrues on the loan may be deferred, and a brief
notice of the program for repayment of loans, on the basis of
military service, pursuant to section 902 of the Department of
Defense Authorization Act, 1981 (10 U.S.C. 2141, note);

“(11) a definition of default and the consequences to the
borrower if the borrower defaults, including a statement that
the default will be reported to a credit bureau or credit report-
ing agency;

“(12) to the extent practicable, the effect of accepting the loan
on the eligibility of the borrower for other forms of student
assistance; and

“(13) an explanation of any cost the borrower may incur in
the making or collection of the loan.

“(b) REQUIRED DiscLosURE BEFORE REpPAYMENT.—Each eligible
lender shall, at or prior to the start of the repayment period of the
student borrower on loans made, insured, or guaranteed under this
part, disclose to the borrower the information required under this
subsection. Any disclosure required by this subsection may be made
by an eligible lender either in a promissory note evidencing the loan
or loans or in a written statement provided to the borrower. The
disclosure shall include—

“(1) the name of the eligible lender, and the address to which
communications and payments should be sent;

"(2) the scheduled date upon which the repayment period is to

"(3} the estimated balance owed by the borrower on the loan
or loans covered by the disclosure as of the scheduled date on
which the repayment period is to begin (including, if applicable,
the estimated amount of interest to be capitalized);
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Claims.
Contracts.

15 USC 1601
note.

20 USC 1084.

20 USC 1085.

“(4) the stated interest rate on the loan or loans, or the
combined interest rate of loans with different stated interest
rates;

“(5) the nature of any fees which may accrue or be charged to
the borrower during the repayment period;

“(6) the repayment schedule for all loans covered by the
disclosure including the date the first installment is due, and
the number, amount, and frequency of required payments;

“(7) an explanation of any special options the borrower may
have for loan consolidation or other refinancing of the loan and
of the availability and terms of such other options;

““(8) the projected total of interest charges which the borrower
will pay on the loan or loans, assuming that the borrower
makes payments exactly in accordance with the repayment
schedule; and

“(9) a statement that the borrower has the right to prepay all
or part of the loan or loans covered by the disclosure at any
time without penalty.

*(c) Cost oF DiscLoSURE AND CONSEQUENCES OF NONDISCLOSURE.—
Such information shall be available without cost to the borrower.
The failure of an eligible lender to provide information as required
by this section shall not (1) relieve a borrower of the obligation to
repay a loan in accordance with its terms, (2) provide a basis for a
claim for civil damages, or (3) be deemed to abrogate the obligation
of the Secretary under a contract of insurance or reinsurance, or the
obligation of a guaranty agzncy under a contract of guaranty.
Nothing in this section shall be construed as subjecting the lender to
the Truth in Lending Act with regard to loans made under this part.
The Secretary may limit, suspend, or terminate the continued
participation of an eligible lender in making loans under this part
for failure by that lender to comply with this section.

“(d) SEPARATE STATEMENT.—Each eligible lender shall, at the time
such lender makes the first disbursement of a loan with respect to a
borrower which is insured or guaranteed under this part, provide
the borrower with a separate paper which summarizes (in plain
English) the rights and responsibilities of the borrower with respect
to the loan, including a statement of the consequences of defaulting
on the loan and a statement that each borrower who defaults will be
reported to a credit bureau. The requirement of this subsection shall
be in addition to the information required by subsection (a) of this
section.

“PARTICIPATION BY FEDERAL CREDIT UNIONS IN FEDERAL, STATE, AND
PRIVATE STUDENT LOAN INSURANCE PROGRAMS

“Sec. 434, Notwithstanding any other provision of law, Federal
credit unions shall, pursuant to regulations of the National Credit
Union Administration, have power to make insured loans to student
members in accordance with the provisions of this part relating to
federally insured loans, or in accordance with the provisions of anﬁ
State or nonprofit private student loan insurance program whic
meets the requirements of section 428(a)(1)(B).

“DEFINITIONS FOR STUDENT LOAN INSURANCE PROGRAM

“Sgc. 435. As used in this part:
“(a) ELIGIBLE INSTITUTION.—
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“(1) In GENERAL—The term ‘eligible institution’ means—

“(A) an institution of higher education;

‘(B) a vocational school; or

“(C) with respect to students who are nationals of the
United States, an institution outside the United States
which is comparable to an institution of higher education or
to a vocational school and which has been approved by the
Secretary for the purpose of this part,

except that such term does not include any such institution or
school which employs or uses commissioned salesmen to pro-
mote the availability of any loan program described in section
428(a)(1), 428A, or 428B at that institution or school.

‘(2) ForEiGN MEDICAL SCHOOLS.—For the purpose of qualifying
an institution under paragraph (1XC) of this subsection, the
Secretary shall establish criteria by regulation. In the case of a
graduate medical school outside the United States, such criteria
shall include a requirement that a student attending a medical
school is ineligible for loans made, insured, or guaranteed under
this part unless at least 60 percent of the students enrolled in
such school are nationals of the country in which the school is
located. A school that is unable to meet that criteria may
establish the eligibility of its students for such loans if the
United States nationals attending such school achieve a pass
rate on the examinations administered by the Educational
Commission for Foreign Medical Graduates that is—

“(A) not less t 45 percent for students taking such
examination in the first and second years after the date of
engctment of the Higher Education Amendments of 1986;
an

“(B) not less than 50 percent for students taking such
examination in any subsequent year.

“(b) InsTiTUTION OF HIGHER EDUCATION.—The term ‘institution of
higjhir education’ means an educational institution in any State
wnicn—

“(1) admits as lar students only persons having a certifi-
cate of graduation from a school providing secondary education,
or the recognized equivalent of such certificate, or who are
beyond the age of compulsory school attendance;

“2) is legally authori within such State to provide a
program of education beyond secondary education;

“(3) provides an educational pm%ram for which it awards a
bachelor's degree or provides not less than a 2-year program
which is acceptable for full credit toward such a degree;

“(4) is a public or other nonprofit institution; and

“(6) is accredited by a nationally recognized accrediting
agency or association approved by the Secretary for this pur-
pose or, if not so accredited—

“(A) is an institution with respect to which the Secreta
has determined that there is satisfactory assurance, consid-
ering the resources available to the institution, the period
of time, if any, during which it has operated, the effort it is
making to meet accreditation standards, and the purpose
for which this determination is being made, tl!x)at the
institution will meet the accreditation standards of such an
agency or association within a reasonable time; or

“(B) is an institution whose credits are accepted on trans-
fer by not less than three institutions which are so accred-
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ited, for credit on the same basis as if transferred from an

institution so accredited.
Such term includes any school which provides not less than a l-year
program of training to prepare students for gainful employment in a
recognized occupation and which meets the provisions of paragraphs
(1), (2), (4), and (5). If the Secretary determines that a particular
cate%)ry of such schools does not meet the requirements of
graph (5) because there is no nationally recognized accrediting
agency or association qualified to accredit schools in such category,
the Secretary shall, pending the establishment of such an accredit-
ing agency or association, appoint an advisory committee, composed
of persons specially qualified to evaluate training prowded by
schools in such category, which shall (i) prescribe the standards of
content, scope, and quality which must be met in order to qualify
schools in such category to participate in the program pursuant to
this part, and (ii) determine whether particular schools not meeting
the requirements of paragraph (5) meet those standards. For the
purpose of this subsection, the Secretary shall publish a list of
nationally recognized accrediting agencies or associations which the
Secretary determines to be reliable authorities as to the quality of
training offered.

“(c) VocaTioNAL ScrHooL.—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 persons who have com-
pleted or left elementary or secondary school and who have the
ability to benefit (as determined by the institution under section
481(d)) from the training offered by such institution;

‘(2) is legally authorized to provide, and provides within that
State, a program of postsecondary vocational or technical edu-
cation designed to fit individuals for useful employment in

occupatlons.

“(3) has been in existence for 2 years or has been specially
accredited by the Secretary as an institution meeting the other
requirements of this subsection; and

“(4) is accredited—

“(A) by a nationally recognized accrediting agency or
association listed by the Secretary pursuant to this para-

graph;

“(B) if the Secretary determines that there is no nation-
ally recognized accrediting agency or association qualified
to accredit schools of a particular category, by a State
ag?incy listed by the Secretary pursuant to this paragraph;

an
“(C) if the Secretary determines there is no nationally
recognized or State agency or association qualified to ac-
credit schools of a particular category, by an advisory
committee appointed by the Secretary and composed of
persons specmﬂ?y qualified to evaluate training provided by
schools of that category, which committee shall prescribe
the standards of content, scope, and quality which must be
met by those schools in order for loans to students attend-
ing them to be insurable under this part and shall also
determine whether particular schools meet those standards.
For the purPose of this subsection, the Secretary shall publish a list
of nationally recognized accrediting agencies or associations and
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State agencies which the Secretary determines to be reliable author-
ity as to the quality of education or training afforded.
“(d) ELIGIBLE LENDER.—

“(1) In ceENERAL.—Except as provided in paragraphs (2)
through (5), the term ‘eligibfe lender’ means—

“(A) a National or State chartered bank, a mutual sav-
ings bank, a savings and loan association, a stock savings
bank, a trust company, or a credit union which—

‘(i) is subject to examination and supervision by an
agency of the United States or of the State in which its
principal place of operation is established, and

“(ii) does not have as its pri consumer credit
function the making or holding of loans made to stu-
dents under this part unless (I) it is a bank which is
wholly owned by a State, (II) it is a single wholly owned
subsidiary of a bank holding company which does not
have as its primary consumer credit function the
making or holding of loans made to students under this
*)a.rt, or (II) it is a trust company which makes student

oans as a trustee pursuant to an express trust and
which operated as a lender under this part prior to
January 1, 1981;

“(B) a pension fund as defined in the Employee Retire-
ment Income Security Act;

“(C) an insurance company which is subject to examina-
éigxbeand supervision by an agency of the United States or a

“(D) in any State, a single agency of the State or a single
nonprofit private agency designated by the State;

“(E) an eligible institution which meets the requirements
of par phs (2) throxlﬁh (5) of this subsection;

(F) for purposes only of purchasing and holding loans
made by other lenders under this part, the Student Loan
Marketing Association or an agency of any State function-
ing as a secondary market;

“G) for Eurposes of making loans under sections 428A(d),
428B(d), 428C, and 439(q), the Student Loan Marketing
Association;

‘c‘l(IiI%afg}r purposestof making lodans under sections 428(h)
an , & guaranty agency; an

“I) a Rural Rehabilitation Corporation, or its successor
aggn , which has received Federal funds under Public Law
499, Fcf‘iyghty—ﬁrst Congress (64 Stat. 98 (1950)).

“(2) ADDITIONAL REQUIREMENTS OF ELIGIBLE INSTITUTIONS.—To
be an eligible lender under this part, an eligible institution—

“(A) shall employ at least one person whose full-time
responsibilities are limited to the administration of pro-
grams of financial aid for students attending such institu-
tion; and

“(B) shall not be a home study school.

“(3) DISQUALIFICATION FOR HIGH DEFAULT RATES.—The term
‘eligible lender’ does not include any eligible institution in any
fiscal year immediately after the fiscal year in which the Sec-

determines, after notice and Of?ortunity for a hearing,

that for each of 2 consecutive years, rcent or more of the
total amount of such loans as are descri in section 428(a)(1)
made by the institution with respect to students at that institu-
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tion and repayable in each such year, are in default, as defined
in section 435(0).

“(4) WAIVER OF DISQUALIFICATION.—Whenever the Secretary
determines that—

‘“(A) there is reasonable possibility that an eligible
institution may, within 1 year after a determination is
made under paragraph (3), improve the collection of loans
described in section 428(a)1), so that the application of
paragraph (3) would be a hardship to that institution, or

“(B) the termination of the lender’s status under para-
graph (3) would be a hardship to the present or for prospec-
tive students of the eligible institution, after considering
the management of that institution, the ability of that
institution to improve the collection of loans, the opportuni-
ties that institution offers to economically disadvantaged
students, and other related factors,

the Secretary shall waive the provisions of paragraph (3) with
respect to that institution. Any determination required under
this paragraph shall be made by the Secretary prior to the
termination of an eligible institution as a lender under the
exception of paragraph (3). Whenever the Secretary grants a
waiver pursuant to this paragraph, the Secretary shall provide
technical assistance to the institution concerned in order to
improve the collection rate of such loans.

“(5) DISQUALIFICATION FOR USE OF CERTAIN INCENTIVES.—The
term ‘eligible lender’ does not include any lender that the
Secretary determines, after notice and opportunity for a hear-
ing, has after the date of enactment of this paragraph—

“(A) offered, directly or indirectly, points, premiums, pay-
ments, or other inducements, to any educational institution
or individual in order to secure applicants for loans under
this part;

“(B) conducted unsolicited mailings to students of student
loan application forms, except to students who have pre-
viously received loans under this part from such lender;

“(C) offered, directly or indirectly, loans under this part
as an inducement to a grospective borrower to purchase a
policy of insurance or other product; or

‘D) engaged in fraudulent or misleading advertising.

“(e) LINE oF CrEDIT.—The term ‘line of credit’ means an arrange-
ment or agreement between the lender and the borrower whereby a
loan is paid out by the lender to the borrower in annual install-
ments, or whereby the lender to make, in addition to the
initial loan, additional loans in su uent years.

“(f) Due DiLiceNCE.—The term ‘due diligence’ requires the utiliza-
tion by a lender, in the servicing and collection of loans insured
under this , of collection practices at least as extensive and
forceful as those generally practiced by financial institutions for the
collection of consumer loans.

“(g) TEmMPORARILY TOTALLY DISABLED.—

“(1) In GENERAL.—The term ‘temporarily totally disabled’
when used with respect to a borrower means a borrower who, by
reason of injury or illness, cannot be expected to be able to
attend an eligible institution or to be gainfully employed during
a reasonable period of recovery from such injury or illness not
to exceed 3 years.
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“(2) DISABLED DEPENDENT OF A BORROWER.—Such term when
used with respect to the disabled dependent of a single parent
borrower means a dependent who, by reason of injury or illness,
cannot be expected to be able to attend school or to be gainfully
employed during a period of injury or illness of not less than 3
months and who during such period requires continuous nurs-
ing or similar services.

“(3) DETERMINATIONS.—The determination that a borrower, or
dependent of the borrower is temporarily totally disabled must
be established by a sworn affidavit of a qualified physician.

“(h) DEFINITION OF PARENTAL LEAVE.—The term ‘parental leave’
means a period—

“(1) during which the borrower is pregnant, caring for his or
her newborn child, or caring for his or her child immediately
following the placement of the child through adoption;

“(2) during which such borrower is not in attendance at an
eligible institution or gainfully employed; and

“(3) which follows, by 6 months or less, a period during which
the borrower was enrolled in at least a half-time course of study
at an eligible institution.

“(i) HoLper.—The term ‘holder’ means an eligible lender who
owns a loan.

“(j) GuaranTY AceENcy.—The term ‘guaranty agency’' means any
State or nonprofit private institution or organization with which the

tary has an agreement under section 428(b).

“(k) INsuRANCE BENEFICIARY.—The term ‘insurance beneficiary’
means the insured or its authorized representative assigned in
accordance with section 429(d).

“(1) DerauLT.—The term ‘default’ includes only such defaults as
have existed for (1) 180 days in the case of a loan which is repayable
in monthly installments, or (2) 240 days in the case of a loan which
is repayable in less frequent installments.

“DISTRICT OF COLUMBIA STUDENT LOAN INSURANCE PROGRAM

“Sec. 436. (a) AutHoriTY.—The government of the District of 20 USC 1086.
Columbia is authorized (1) to establish a student loan insurance
program which meets the requirements of this part for a State loan
insurance program in order to enter into agreements with the
Secretary for the purposes of this title, (2) to enter into such
agreements with the Secretary, (3) to use amounts appropriated for
the purposes of this section to establish a fund for such purposes and
for expenses in connection therewith, and (4) to accept and use
donations for the purposes of this section.

“(b) BinpinG ErrFect oN MiNors.—Notwithstanding the provisions
of any applicable law, if the borrower, on any loan insured under the
program established pursuant to this section, is a minor, any other-
wise valid vote or other written agreement executed by him for the
purposes of such loan shall create a binding obligation.

‘c) APPROPRIATIONS AUTHORIZED.—There are authorized to be
appropriated such amounts as may be necessary for the purposes of
this section.



100 STAT. 1414 PUBLIC LAW 99-498—OCT. 17, 1986

20 USC 1087.

20 USC 1087-1.

20 USC 1 et seq.

“REPAYMENT BY THE SECRETARY OF LOANS OF BANKRUPT, DECEASED,
OR DISABLED BORROWERS

“Sec. 437. (a) RepaAYMENT IN FuLL.—If a student borrower who has
received a loan described in subparagraph (A) or (B) of section
428(a)(1) dies or becomes permanently and totally disabled (as deter-
mined in accordance with regulations of the Secretary), then the
Secretary shall discharge the borrower’s liability on the loan by
repaying the amount owed on the loan.

‘(b) REPAYMENT OF AMOUNT DiscHARGED.—If a student borrower
who has received a loan described in subparagraph (A) or (B) of
section 428(a)(1) is relieved of his obligation to repay such loan, in
whole or in part, through a discharge in bankruptcy, the Secretary
shall repay the amount of the loan so discharged.

“‘SPECIAL ALLOWANCES

“Sec. 438. (a) FINDINGS.—In order to assure (1) that the limitation
on interest payments or other conditions (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 cause the return
to holders of loans to be less than equitable, (2) that incentive
payments on such loans are paid promptly to eligible lenders, and (3)
that appropriate consideration of relative administrative costs and
money market conditions is made in setting the quarterly rate of
such payments, the Con finds it necessary to establish an
improved method for the determination of the quarterly rate of the
special allowances on such loans, and to provide for a thorough,
expeditious, and objective examination of alternative methods for
the determination of the quarterly rate of such allowances.

“(b) CoMPUTATION AND PAYMENT.—

“(1) QUARTERLY PAYMENT BASED ON UNPAID BALANCE.—A spe-
cial allowance shall be ;aid for each of the 3-month periods
ending March 31, June 30, September 30, and December 31 of
every year and the amount of such allowance paid to any holder
with respect to any 3-month period shall be a percentage of the
average unpaid balance of principal (not including unearned
interest added to printi.iga]) of all eligible loans held by such
holder during such period.

“(2) RATE OF SPECIAL ALLOWANCE.—(A) Subject to subpara-
graphs (B), (C), and (D) and paragraph (4), the special allowance
Eaid pursuant to this subsection on loans shall be computed (i)

y determining the average of the bond equivalent rates of 91-
day Treasury bills auctioned for such 3-month period, (ii) b
subtracting the applicable interest rate on such loans from suc
average, (iii) by adding 3.25 percent to the resultant percent,
and (iv) by dividing the resultant percent by 4.

“(B)i) The quarterly rate of the special allowance for holders
of loans which were made or purchased with funds obtained by
the holder from the issuance of obligations, the income from
which is exempt from taxation under the Internal Revenue
Code of 1954 shall be one-half the quarterly rate of the special
allowance established under subparagraph (A), except that, in
determining the rate for the purpose of this division, subpara-

aph (AXiii) shall be appliedp by substituting ‘3.5 percent’ for
3.25 percent’. Such rate shall also apply to holders of loans
which were made or purchased with funds obtained by the
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holder from collections or default reimbursements on, or in-
terests or other income pertaining to, eligible loans made or
purchased with funds described in the preceding sentence of
this subparagraph or from income on the investment of such
funds. This subparagraph shall not apply to loans which were
made or insured prior to October 1, 1980.

“(ii) The rate set under division (i) shall not be less than (I) 2.5
percent per year in the case of loans for which the applicable
interest rate is 7 percent per year, (II) 1.5 percent per year in
the case of loans for which the applicable interest rate is 8
percent per year, or (III) 0.5 percent in the case of loans for
which the applicable rate is 9 percent per year.

“(iii) No special allowance may be paid under this subpara-
graph unless the issuer of such obligations complies with subsec-
tion (c) of this section.

“(C) In the case of loans made pursuant to section 428A or
428B for which the interest rate is determined under section
427A(c)(4), a special allowance shall not be paid unless the rate
determined for any 12-month period under subparagraph (B) of
such section exceeds 12.5 percent.

“DXi) In the case of loans made or purchased directly from
funds loaned or advanced pursuant to a qualified State obliga-
tion, subparagraph (A)(iii) shall be applied by substituting ‘3.5
percent’ for ‘3.25 percent’.

“(ii) For the gurpoae of division (i) of this subparagraph, the
term ‘qualified State obligation’ means—

‘(I) an obligation of the Maine Educational Loan Market-
ing Corporation to the Student Loan Marketing Association
pursuant to an agreement entered into on January 31, 1984;
or

“(II) an obligation of the South Carolina Student Loan
Corporation to the South Carolina National Bank pursuant
to an agreement entered into on July 30, 1986.

“(3) CONTRACTUAL RIGHT OF HOLDERS TO SPECIAL ALLOWANCE.—
The holder of an eligible loan shall be deemed to have a
contractual right against the United States, during the life of
such loan, to receive the special allowance according to the
provisions of this section. The special allowance determined for
any such 3-month period shall be paid promptly after the close
of such period, and without administrative delay after receipt of
an accurate and complete request for payment, pursuant to
g;-ggedures established by regulations promulgated under this

ion.

“(4) PENALTY FOR LATE PAYMENT.—(A) If payments of the
special allowances payable under this section or of interest
ﬁzrments under section 428(a) with respect to a loan have not

n made within 30 days after the Secretary has received an
accurate, timely, and complete request for payment thereof, the
special allowance payable to such holder shall be increased by
an amount equal to the daily interest accruing on the special
allowance and interest benefits payments due the holder.

“(B) Such daily interest shall be computed at the daily equiva-
lent rate of the sum of the special allowance rate computed
Fursuant to paragraph (2) and the interest rate applicable to the
oan and shall be paid for the later of (i) the 31st day after the
receipt of such request for pa%vment from the holder, or (ii) the
31st day after the final day of the period or periods covered by
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such request, and shall be paid for each succeeding day until,
and including, the date on which the Secretary authorizes
payment.

(C) For purposes of reporting to the Congress the amounts of
special allowances paid under this section, amounts of special
allowances paid pursuant to this paragraph shall be segregated
and reported separately.

“(5) DEFINITION OF ELIGIBLE LOAN.—As used in this section,
the term ‘eligible loan’ means a loan—

“(A)i) on which a portion of the interest is paid on behalf
of the student and for the student’s account to the holder of
the loan under section 428(a);

“(ii) which is made under section 428A, 428B, 428C, or
439(0); or

“(iii) which was made prior to October 1, 1981; and

“(B) which is insured under this part, or made under a
program covered by an agreement under section 428(b) of
this Act.

“(6) REGULATION OF TIME AND MANNER OF PAYMENT.—The
Secretary shall pay the holder of an eligible loan, at such time
or times as are specified in regulations, a special allowance
prescribed pursuant to this subsection subject to the condition
that such holder shall submit to the Secretary, at such time or
times and in such a manner as the Secretary may deem proper,
such information as may be required by regulation for the
purpose of enabling the Secretary to carry out his functions
under this section and to carry out the purposes of this section.

“(c) ORIGINATION FEES.—

“(1) DEDUCTION FROM INTEREST AND SPECIAL ALLOWANCE SUB-
sipies.—Notwithstanding subsection (b), the total amount of
interest and special allowance payable under section 428(a)(3XA)
and subsection (b) of this section, respectively, to any holder
shall be reduced by the Secretary by the amount which the
lender is authorized to charge as an origination fee in accord-
ance with paragraph (2) of this subsection. If the total amount of
interest and special allowance payable under section 428(a)3)A)
and subsection (b) of this section, respectively, is less than the
amount the lender was authorized to charge borrowers for
origination fees in that quarter, the Secretary shall deduct the
excess amount from the subsequent quarters’ payments until
the total amount has been deducted.

“(2) AMOUNT OF ORIGINATION FEES.—With respect to any loan
(other than loans made under sections 428A, 428B, 4280 and
439(0)) for which a completed note or other written evidence of
the loan was sent or delivered to the borrower for signing on or
after 10 days after the date of enactment of the Postsecondary
Student Assistance Amendments of 1981, each eligible lender
under this part is authorized to charge the borrower an origina-
tion fee in an amount not to exceed 5 percent of the principal
amount of the loan, to be deducted proportionately from each
installment payment of the proceeds of the loan prior to pay-
ment to the borrower.

“8) RELATION TO APPLICABLE INTEREST.—Such origination fee
shall not be taken into account for purposes of determining
compliance with section 427A.
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“(4) DiscLosURE REQUIRED.—The lender shall disclose to the
?orrower the amount and method of calculating the origination

“(5) PROHIBITION ON DEPARTMENT COMPELLING ORIGINATION
FEE COLLECTIONS BY LENDERS.—Nothing in this subsection shall
be construed to permit the Secretary to require any lender that
is making loans that are insured or guaranteed under this part,
but for which no amount will be payable for interest under
section 428(a)(3)(A) or for special allowances under subsection (b)
of this section, to collect any origination fee or to submit the
sums collected as origination fees to the United States. The
Secretary shall, not later than January 1, 1987, return to any
such lender any such sums collected before the enactment of
this paragraph, together with interest thereon.

“(d) LenpiNG From Proceeps oF Tax ExemMPT OBLIGATIONS.—

“(1) PLAN FOR DOING BUSINESS REQUIRED.—In order for the State and local
holders of loans any portion of which were made or purchased governments.
with funds obtained by the holder from an Authority issuing
obligations, the income from which is exempt from taxation
under the Internal Revenue Code of 1954, to be eligible to 26 USC 1 et seq.
receive a special allowance under subsection (b)2) of this sec-
tion, the Authority shall submit to the Governor of the State,
and to the guaranty agency determined by the Secretary to be
the principal guaranty agency for the State, a plan for doing
business. The Governor shall, after consultation with the guar-
anty agency, approve or disapprove the plan within 30 days of
the receipt of the proposed plan from the Authority. Such plan
shall av{:lo be transmitted to the Secretary within 60 days after
approval.

3(2) CoNTENTS OF PLAN.—Each such plan shall contain provi-
sions designed to assure that—

“(A) no eligible lender in the area served by the Author-
ity will be excluded from participation in the program of
the Authority and all eligible lenders may participate in
fhedprogram on ttl':)e same tae::qs atﬂd conditions if eligible
enders are going to partici in the program;

‘(B) no director or ata.ﬂpilnember of the Authority who
receives compensation from the Authority may own stock
in, or receive compensation from, any agency that would
contract to service and collect the loans of the Authority;

“(C) student loans will not be purchased from participat-
ing lenders at a premium or discount amounting to more
than 1 percent of the unpaid principal amount borrowed
plus accrued interest to the date of acquisition, but a
reasonable loan transfer fee may be paid by the purchaser;

‘(D) the Authority will, within the limit of funds avail-
able and subject to the applicable State and Federal law,
make loans to, or purchase loans incurred by, all eligible
students who are residents of, or who attend an eligible
institution within, the area served by the Authority;

‘E) the Authority has a plan untf;r which the Xuthority
will pursue the development of new lender participation in
a continuing program of benefits to students together with
assc;.lrances of existing lender commitments to the program;
an

“(F) there will be an annual audit of the Authority by a
certified public accounting firm which will include review
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26 USC 1 et seq.

20 USC 1087-2.

Insurance,

District of
Columbia.

o{ compliance by the Authority with the provisions of the

an.

“(5 NoONDISCRIMINATION.—In order for the holders of loans
which were made or purchased with funds obtained by the
holder from an Authority issuing obligations, the income from
which is exempt from taxation under the Internal Revenue
Code of 1954, to be eligible to receive a special allowance under
subsection (bX2) of this section on any such loans, the Authority
shall not engage in any pattern or practice which results in a
denial of a borrower’s access to loans under this part because of
the borrower’s race, sex, color, religion, national origin, age,
handicapped status, income, attendance at a particular eligible
institution within the area served by the Authanty, length of
the borrower’s educational program, or the borrower’s academic
year in school.

“(4) REPORT BY THE SECRETARY.—The Secretary shall, no later
than September 30, 1988, and each succeeding September 30th,
submit a report to the Committee on Education and Labor of
the House of Representatives and the Committee on Labor and
Human Resources of the Senate specifying—

“(A) the amount of student loan credit provided through
the use of tax-exempt obligations for the most recent fiscal
year;

“(B) an assessment of the impact of the availability of
such financing on the availability of student credit in the
areas served by the authorities issuing such obligations;

“(C) an assessment of the need for additional tax-exempt
financing for student credit for the next fiscal year, as
evidenced by the information submitted under paragraph
(2XG) of this subsection; and

“(D) any other information determined by the Secretary
to be relevant to the purposes of the report.

“(e) RecuLAaTiONS To PREVENT DENIAL OF LoANS TO ELIGIBLE
StupeENTSs.—The Secretary shall a eciot or amend appropriate regula-
tions pertaining to programs carried out under this part to prevent,
where pracﬂca%le, any practices which the Secretary finds have
denied loans to a substantial number of eligible students.

“STUDENT LOAN MARKETING ASSOCIATION

“Skc. 489. (a) Purpose.—The Congress hereby declares that it is
the purpose of this section (1) to establish a private corporation
which will be financed by private capital and which will serve as a
secondary market and warehousing facility for student loans,
mc]udmg loans which are insured by the Secretary under this part

r by a guaranty agency, and which will provide liquidity for
student loan investments; (2) in order to facilitate secured trans-
actions involving student loans, to provide for perfection of security
interests in student loans either through the taking of possession or
by notice filing; and (3) to assure nationwide the establishment of
adequate loan insurance programs for students, to provide for an
additional program of loan insurance to be covered by agreements
with the Secretary.

“(b) ESTABLISHMENT.—

“(1) In ceNErRAL.—There is hereby created a body corporate to
be known as the Student Loan Marketing Association (herein-
after referred to as the ‘Association’). The Association shall
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have succession until dissolved. It shall maintain its principal
office in the District of Columbia and shall be deemed, for
purposes of venue and jurisdiction in civil actions, to be a
resident and citizen thereof. Offices may be established by the
Association in such other place or pfaces as it may deem
necessary or appropriate for the conduct of its business.

“(2) EXEMPTION FROM STATE AND LOCAL TAXES.—The Associa-
tion, including its franchise, capital, reserves, surplus, mort-
gages, or other security holdings, and income shall be exempt
from all taxation now or he: r imposed by any State, terri-
tory, possession, Commonwealth, or dependency of the United
States, or by the District of Columbia, or by any county, munici-
pality, or local taxing authority, except that any real property
of the Association shall be subject to State, territorial, county,
municipal, or local taxation to the same extent according to its
value as other real property is taxed.

“(3) APPROPRIATIONS AUTHORIZED FOR ESTABLISHMENT.—There
is hereby authorized to be appropriated to the Secretary
$5,000,000 for making advances for the purpose of helping to
establish the Association. Such advances shall be repaid within
such period as the Secretary may deem to be appropriate in
light of the maturity and solvency of the Association. Such
advances shall bear interest at a rate not less than (A) a rate
determined by the Secretary of the Treasury taking into consid-
eration the current average market yield on outstanding
marketable obligations of the United States with remaining
period to maturity comparable to the maturity of such ad-
vances, adjusted to the nearest one-eighth of 1 percent, plus (B)
an allowance adequate in the judgment of the Secretary to cover
administrative costs and probable losses. Repayments of such
advances shall be deposited into miscellaneous receipts of the
Treasury.

“(c) BoARD OF DIRECTORS.—

“(1) Boarp MEMBERSHIP.—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.

“(2) INTERIM BOARD.—An interim Board of Directors shall be
appointed by the President, one of whom he shall designate an
interim Chairman. The interim 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 edu-
cational institutions, and seven of whom shall be representative
of the general public. The interim Board shall arrange for an
initial offering of common and preferred stocks and take what-
ever other actions are necessary to proceed with the operations
of the Association.

“(8) REGULAR BOARD.—When, in the judgment of the Presi-
aent, sufficient common stock of the Association has been pur-
chased by educational institutions and banks or other financial
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 appoint the remaining seven
directors, who shall be representative of the general public.
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“4) SUCCESSION OF REGULAR BOARD.—At the time the events
described in paragraph (3) have occurred, the interim Board
shall turn over the affairs of the Association to the regular
Board so chosen or appointed.

“(6) TERMS OF APPOINTED AND ELECTED MEMBERS.—The direc-
tors appointed by the President shall serve at the pleasure of
the President and until their successors have been appointed
and have qualified. The remaining directors shall each be
elected for a term ending on the date of the next annual
meeting of the common stockholders of the Association, and
shall serve until their successors have been elected and have
qualified. Any appointive seat on the Board which becomes
vacant shall filled by appointment 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
onI‘y for the unexpired portion of the term.

“(6) MEETINGS AND FUNCTIONS OF BOARD.—The Board of Direc-
tors shall meet at the call of its Chairman, but at least semi-
annually. 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 qualified persons to fill the offices as may be
provided for in the bylaws, with such executive functions,
powers, and duties as may be prescribed by the bylaws or by the
Board of Directors, and such persons shall be the executive
officers of the Association and shall discharge all such executive
functions, powers, and duties.

“(d) AUTHORITY OF ASSOCIATION.—

“(1) In ceNERAL.—The Association is authorized, subject to
the provisions of this section—

“(A) pursuant to commitments or otherwise to make
advances on the security of, purchase, or repurchase, serv-
ice, sell or resell, offer participations, or pooled interests or
otherwise deal in, at prices and on terms and conditions
determined by the Association, student loans which are
insured by the Secretary under this part or by a guaranty

agency;

“(B) to buy, sell, hold, underwrite, and otherwise deal in
obligations, if such obligations are issued, for the purpose of
making or purchasing insured loans, by a guaranty agency
or by an eligible lender in a State described in section
435(d)1) (D) or (F);

“C) to buy, sell, hold, insure, underwrite, and otherwise
deal in obligations issued for the purpose of financing or
refinancing the construction, reconstruction, renovation, or
purchase of educational and training facilities and housin
for students and faculties (including the underlying
property), and related equipment, instrumentation, and fur-
nishings;

‘D) to undertake a program of loan insurance pursuant
to agreements with the Secre under section 428, and
except with respect to loans under subsection (o) of this
section or under section 428C, the Secretarﬁr may enter into
an agt;ement with the Association for such purpose only if
the retary determines that (i) eligible borrowers are
seeking and unable to obtain loans under this part, and (ii)
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no guara.ntf agency is capable of or willing to provide a
am of loan insurance for such borrowers; and
“(E) to undertake any other activity which the Board of
Directors of the Association determines to be in furtherance
of the programs of insured student loans authorized under
this part or will otherwise support the credit needs of
students, except that—

“(i) in carrying out all such activities the purpose
shall always be to provide secondary market and other
support for lending programs offered by other organiza-
tions and not to replace or compete with such other
programs;

”(u) nothmg in this subparagraph (E) shall be
deemed to authorize the Association to acquire, own,
operate, or control any bank, savings and loan associa-
tion, savings bank or credit union; and

“(iii) not later than 30 days pnor t.o the initial im-
plementation of a pro undertak ursuant to
this subparagraph (E} Association sh 1 advise the

airman and the Ranlung Member on the Committee
on Human Resources of the Senate and the Chairman
and the Ranking Member of the Committee on Edu-
cation and Labor of the House of Representatives in
writing of its plans to offer such program and shall
provide information relating to the general terms and
conditions of such pr:

The Association is further autionzed to undertake any activity
with regard to student loans which are not insured or guaran-
teed as provided for in this subsection as it may undertake with
regard to insured or guaranteed student loans. Any
warehousing advance made on the security of such loans shall
be subject to the provisions of paragraph (3¥of this subsection to
the same extent as a warehousing advance made on the security
of insured loans.

“(2) WAREHOUSING ADVANCES.— warehousing advance Securities.
made under paragraph (1)(A) of this sul ion shall be made on
the security of (A) insured loans, (B) marketable obligations and
securities issued, guaranteed, or insured by, the United States,
or for which the full faith and credit of the United States is

ledged for the repayment of principal and interest thereof, or
(C) marketable obligations issued, guaranteed or insured by any
agency, instrumentality, or corporation of the United States for
which the credit of suc ag'ency, instrumentality, or corporation
is pledged for the repayment of pnnc}pal and interest thereof,
in an amount equal to the amount of such advance. The pro-
ceeds of any such advance secured by insured loans shall either
be invested in additional insured loans or the lender shall
provide assurances to the Association that during the period of
the borrowing it will maintain a level of insured loans in its
portfolio not less than the aggregate outstanding balance of
such loans held at the time of the borrowing. The proceeds from
any such advance secured by collateral described in clauses (B)
and (C) shall be invested in additional insured student loans.

“(3) PERFECTION OF SECURITY INTERESTS IN STUDENT LOANS.— State and local
Notwithstanding the provisions of any State law to the con- governments.
trary, including the Uniform Commercial Code as in effect in
any State, a security interest in insured student loans created
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on behalf of the Association or any eligible lender as defined in
section 435(a) may be perfected either through the taking of
possession of sucz loans or by the filing of notice of such
security interest in such loans in the manner provided by such
State law for perfection of security interests in accounts.

“(4) Form OF SECURITIES.—Securities issued pursuant to the
offering of participations or pooled interests under paragraph
(1) of this subsection may be in the form of debt obligations, or
trust certificates of benei!'lclal ownership, or both. Student loans
set aside pursuant to the oﬂ‘eruag of participations or pooled
interests shall at all times be uate to ensure the timely
principal and interest payments on such securities.

“(5) RESTRICTIONS ON FACILITIES AND HOUSING ACTIVITIES.—Not
less than 75 percent of the aggregate dollar amount of obliga-
tions bought sold, held, insured, underwritten, and otherwise
supported in accordance with the authority contained in para-
graph (1)XC) shall be obligations which are listed by a nationally
rec statistical rating organization at a rating below the

highest rating of such organization.

“(e) Apvances To LENDERS THAT Do Nor DiscriMINATE.—The
Association, pursuant to such criteria as the Board of Directors may
prescribe, shall make advances on security or purchase student
loans pursuant to subsection (d) only after the Association is assured
that tl;xe lender (1) does not discriminate by pattern or practice
against any particular class or category of students by requiring
that, as a condition to the receipt of a loan, the student or his family
maintain a business relationship with the lender, except that this
clause shall not apply in the case of a loan made by a credit union,
savings and loan association, mutual savings bank, institution of
higher education, or any other lender with less than $75,000,000 in
deposits, and (2) does not discriminate on the basis of race, sex, color,
creed, or national origin.

“(f) STOCK OF THE ASSOCIATION.—

“(1) COMMON STOCK TO INSURED LENDERS AND ELIGIBLE INSTITU-
TIONS ONLY.—The Association shall have common stock having
such par value as may be fixed by its Board of Directors from
time to time which may be issued only to lenders under this
part, pertaining to guaranteed student ﬂ)ans, who are qualified
as insured lenders under this part or who are eligible institu-
tions, as defined in section 41515(8), other than an institution
outside of the United States.

“(2) Vorine rigHTS.—Each share of common stock shall be
entitled to one vote with rights of cumulative voting at all
elections of Directors. Voting shall be by classes as described in
subsection (c)3).

“(3) NUMBER OF SHARES, TRANSFERABILITY.—The maximum
number of shares of common stock that the Association may
issue and have outstanding at any one time shall be fixed by the
Board of Directors from time to time. Any common share issued
shall be fully transferable, except that, as to the Association, it
shall be transferred only on the books of the Association.

“(4) Divipenps.—To the extent that net income is earned and
realized, subject to subsection (g)2), dividends may be declared
on common stock and nonvoting common stock by the Board of
Directors. Such dividends as may be declared by the Board shall
beJJaid to the holders of outstanding shares of common stock

nonvoting common stock, except that no such dividends
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shall be payable with res to any share which has been
called for redemption past the effective date of such call.

“(5) NonvoriNG coMMON sTocK.—The Association is au-
thorized to issue nonvoting common stock having such par
value as may be fixed by its Board of Directors from time to
time. Any nonvoting common stock shall be freely transferable,
except that, as to the Association, it shall be transferable only
on the books of the Association.

Srock.—

“(1) AutHoriTy OF BOARD.—The Association is authorized to
issue nonvoting preferred stock having such par value as may
be fixed by its Board of Directors from time to time. Any
preferred a}:m.re issued shall be freely transferable, except that,
as to the Association, it shall be transferred only on the books of
the Association.

“(2) RIGHTS OF PREFERRED STOCK.—The holders of the pre-
ferred shares shall be entitled to such rate of cumulative divi-
dends and such shares shall be subject to such redemption or
other conversion provisions as ma provided for at the time
of issuance. No dividends shall payable on any share of
common stock at any time when any dividend is due on any
share of preferred stock and has not been paid.

“(3) PREFERENCE ON TERMINATION OF BUSINESS.—In the event
of any liquidation, dissolution, or winding up of the Associa-
tion’s business, the holders of the prefe shares shall be paid
in full at par value thereof, plus all accrued dividends, before
the holders of the common shares receive any payment.

“(h) DEBT OBLIGATIONS.—

“(1) APPROVAL BY SECRETARIES OF EDUCATION AND THE TREAS-
URrY.—The Association is authorized with the approval of the
Secretary of Education and the Secretary of the Treasury to
issue and have outstanding obligations having such maturities
and bearing such rate or rates of interest as may be determined
by the Association. The authority of the Secretary of Education
to approve the issuance of such obligations is limited to obliga-
tions issued by the Association and guaranteed by the Secretary
pursuant to para\graph (2) of this subsection. Such obligations
may be redeemable at the option of the Association before
maturity in such manner as may be stipulated therein. The
Secretary of the Treasury may not direct as a condition of his
approval that any such issuance of obligations by the Associa-
tion be made or sold to the Federal Financing Bank. To the
extent that the average outstanding amount of the obligations
owned by the Association pursuant to the authority contained
in subsection (dX1) (B) and (C) of this section and as to which the
income is exempt from taxation under the Internal Revenue
Code of 1954 does not exceed the average stockholders’ equity of 26 USC 1 et seq.
the Association, the interest on obligations issued under this
paragraph shall not be deemed to be interest on indebtedness
incu or continued to purchase or carry obligations for the
purpose of section 265 of the Internal Revenue Code of 1954. 26 USC 265.

“(2) GuARANTEE OF DEBT.—The Secretary is authorized, prior
to October 1, 1984, to guarantee payment when due of principal
and interest on obligations issued by the Association in an

ate amount determined by the gecretary in consultation
with the Secretary of the Treasury. Nothing in this section shall
be construed so as to authorize the Secretary of Education or
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the Secretary of the Treasury to limit, control, or constrain
programs of the Association or support of the Guaranteed Stu-
dent Loan Program by the Association.

“(3) BORROWING AUTHORITY TO MEET GUARANTEE OBLIGA-
T10N8.—To enable the Secretary to discharge his responsibilities
under guarantees issued by him, he is authorized to issue to the
Secretary of the Treasury notes or other obligations in such
forms and denominations, bearing such maturities, and subject
to such terms and conditions, as may be prescribed by the
Secretary with the approval of the Secretary of the Treasury.
Such notes or other obligations shall bear interest at a rate
determined by the Secretary of the Treasury, taking into consid-
eration 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
authorized and directed to purchase any notes and other obﬁga»
tions issued hereunder and for that purpose he is authorized to
use as a public debt transaction 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 issued
under that Act, as amended, are extended to include any pur-
chase of such notes and obligations. The Secretary of the Treas-
ury may at any time sell any of the notes or other obligations
acquired by him under this subsection. All redemptions, pur-
chases, and sales by the Secretary of the Treasu:g of such notes
or other obligations shall be treated as public debt transactions
of the United States. There is authorized to be appropriated to
the Secretary such sums as may be necessary to pay the prin-
cipal and interest on the notes or obligations issued by him to
the Secretary of the Treasury.

“(4) ACTION ON REQUEST FOR GUARANTEES.—Upon receipt of a
request from the Association under this subsection requiring
approvals bﬂ the Secretary of Education or the Secretary of the
Treasury, the Secretary of Education or the Secretary of the
Treaaurz shall act promptly either to grant approval or to
advise the Association of the reasons for withholding approval.
In no case shall such an approval be withheld for a period
longer than 60 days unless, prior to the end of such period, the
Secretary of Education and the Secretary of the Treasury
ﬁul_:mit to the Congress a detailed explanation of reasons for

oing so.

“(5) AUTHORITY OF TREASURY TO PURCHASE DEBT.—The Sec-
retary of the Treasury is authorized to purchase any obligations
issued by the Association pursuant to this subsection as now or
hereafter in force, and for such purpose the Secretary of the
Treasury is authorized to use as a public debt transaction the

roceeds of the sale of any securities hereafter issued under the
gecond Liberty Bond Act, as now or hereafter in force, and the

urposes for which securities may be issued under the Second
fjberty Bond Act, as now or hereafter in force are extended to
include such purchases. The Secretary of the Treasury shall not
at any time purchase any obligations under this subsection if
such purchase would increase the aggregate principal amount
of his then outstanding holdings of such obligations under this
subsection to an amount greater than $1,000,000,000. Each pur-
chase of obligations by the Secretary of the Treasury under this
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subsection shall be upon such terms and conditions as to yield a
return at a rate determined by the Secretary of the Treasury,
taking into consideration the current average rate on outstand-
ing marketable obligations of the United States of comparable
maturities as of the last day of the month preceding the making
of such purchase. The Secretary of the Treasury may, at any
time, sell, upon such terms and conditions and at such price or
E:'Ees as he shall determine, aAnﬁr of the obligations acquired by
im under this subsection. redemptions, purchases, and
sales by the Secretary of the Treasury of such obligations under
this subsection shall be treated as public debt transactions of
the United States. t

“(6) SALE OF DEBT TO FEDERAL FINANCING BANK.—Notwith-
standing any other provision of law the Association is au-
thorized to sell or issue obligations on the security of student
loans, the payment of interest or principal of which has at any
time been guaranteed under section 428 or 429 of this part, to
the Federal Financing Bank.

“(i) GENERAL CoORPORATE Powers.—The Association shall have
power—

(1) to sue and be sued, complain and defend, in its corporate
name and through its own counsel;

“(2) to adopt, alter, and use the corporate seal, which shall be
judicially noticed;

“(3) to adopt, amend, and repeal by its Board of Directors,
bylaws, rules, and regulations as may be necessary for the
conduct of its business;

“(4) to conduct its business, carry on its operations, and have
officers and exercise the power ted 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 intangible, in aid of any of
the gurpoaea of the Association;

“(7) to sell, convey, mortgage, pledge, lease, exchange, and
otherwise dispose of its property and assets;

“(8) to appoint such officers, attorneys, employees, and agents
as may be required, to determine their ltzahﬁcations, to define
their duties, to fix their salaries, require bonds for them, and fix
the penalty thereof; and

“9) to enter into contracts, to execute instruments, to incur
liabilities, and to do all things as are necessary or incidental to
the proper management of its affairs and the proper conduct of
its business.

*(j) ACCOUNTING, AUDITING, AND REPORTING.—The accounts of the
Association shall be audited annually. Such audits shall be con-
ducted in accordance with generally accepted auditing standards by
independent certified public accountants or by independent licensed
public accountants, licensed on or before December 31, 1970, who are
certified or licensed by a rﬁulator authority of a State or other
political subdivision of the United gtataes, 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
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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 ma
perform such audits until December 31, 1975. A report of each sucﬁ
audit shall be furnished to the Secretary of the Treasury. The audit
shall be conducted at the place or places where the accounts are
normally kept. The representatives of the Secretary shall have
access to all ks, accounts, 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) REPORT ON AuUDITS BY TREASURY.—A report of each such audit
for a fiscal year shall be made by the Secretary of the Treasury to
the President and to the Congress not later than 6 months following
the close of such fiscal year. The report shall set forth the scope of
the audit and shall include a statement (showing intercorporate
relations) of assets and liabilities, capital and surplus or deficit; a
statement of surplus or deficit analysis; a statement of income and
expense; a statement of sources and application of funds; and such
comments and information as may be deemed necessary to keep the
President and the Congress informed of the operations and financial
condition of the Association, together with such recommendations
with respect thereto as the Secretary may deem advisable, including
a report of any impairment of capital or lack of sufficient capital
noted in the audit. A copy of each report shall be furnished to the
Secretary, and to the Association.

“() LAwrFuL INVESTMENT INSTRUMENTS; EFFECT OF AND EXEMP-
TioNs FROM OTHER LAws.—All obligations issued by the Association
including those made under subsection (d)4) shall be lawful invest-
ments, 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 officers
thereof. All stock and obligations issued by the Association pursuant
to this section shall be deemed to be exempt securities within the
meaning of laws administered by the Securities and Exchange
Commission, to the same extent as securities which are direct
obligations of, or obligations guaranteed as to principal or interest
by, the United States. The iation shall, for the purposes of
section 14(b)2) of the Federal Reserve Act, be deemed to be an
agency of the United States. The obligations of the Association shall
be deemed to be obligations of the United States for the purpose of
section 3124 of title 31, United States Code. For the purpose of the
distribution of its property pursuant to section 726 of title 11, United
States Code, the Association shall be deemed a person within the
meaning of such title. The priority established in favor of the United
States by section 3713 of title 31, United States Code, shall not
establish a priority over the indebtedness of the Association issued
or incurred on or before September 30, 1992. The Federal Reserve
Banks are authorized to act as depositaries, custodians, or fiscal
agents, or a combination thereof, for the Association in the general
performance of its powers under this section.

‘“‘m) PReEPARATION OF OBLIGATIONS.—In order to furnish obliga-
tions for delivery by the Association, the Secretary of the Treasury
is authorized to prepare such obligations in such form as the Board
of Directors may approve, such obligations when prepared to be held
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in the Treasury subject to delivery upon order by the Association.
The engraved plates, dies, bed pieces, and so forth, executed in
connection 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. The Secretary of the Treasury is
authorized to promulgate regulations on behalf of the Association so
that the Association may utilize the book-entry system of the Fed-
eral Reserve Banks.

‘“‘n) ReporT ON OPERATIONS AND AcTtiviTiEs.—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.

“(0) LoaAN CONSOLIDATIONS.—

‘(1) In ceENEraL.—The Association or its designated agent
mz-gr, upon request of a borrower, consolidate loans received
under this title in accordance with section 428C.

“(2) USE OF EXISTING AGENCIES AS AGENT.—The Association in  State and local
making loans pursuant to this subsection in any State served by governments.
a guaranty agency or an eligible lender in a State described in
section 435(dX1) (D) or (F) may designate as its agent such
agency or lender to perform such functions as the Association
determines appropriate. Any agreements made pursuant to this
subparagraph shall be on such terms and conditions as agreed
upon by the Association and such agency or lender.

“(p) AbVANCES FOR DiReCT LOANS BY GUARANTY AGENCIES.—

“(1) IN ceENERAL.—The Association shall make advances in
each fiscal year from amounts available to it to each guaranty
agency and eligible lender described in subsection 428(h)(1)
which has an agreement with the Association which sets forth
that advances are necessary to enable such agency or lender to
make student loans in accordance with section 428(h) and that
such advances will be repaid to the Association in accordance
with such terms and conditions as may be set forth in the
agreement and agreed to by the Association and such agency or
lender. Advances made under this subsection shall not be sub-
ject to subsection (dX2) of this section.

“(2) LimitaTioNn.—No advance may be made under this
subsection unless the guaranty agency or lender makes an
application to the Association, which shall be accompanied by
such information as the Association determines to be reason-
;\)bIl‘y nec -

“(q) LENDER oF LAST RESORT.— te and local

“(1) ACTION AT REQUEST OF SECRETARY.—(A) Whenever the :gzer:;ents,
Secretary determines that eligible borrowers in a State not
served by a guaranty agency or an eligible lender in a State
described in section 435(d)1) (D) or (F) are seeking and are
unable to obtain loans under this part, the Association or its
designated agent may begin making loans in accordance with
this subsection at the request of the Secretary. The Association
shall give preference to such States in making loans under this
subsection.

“(B) Loans made pursuant to this subsection shall be insur- Insurance.
able by the Secretary under section 429 with a certificate of
Zom )r(t;l}'lensive insurance coverage provided for under section

71-194 0 - B9 = 12 : QL. 3 Part2
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“(2) ISSUANCE AND COVERAGE OF LOANS.—(A) Whenever the
Secretary, after consultation with, and with the agreement of,
representatives of the guaranty agency in a State, or an eligible
lender in a State described in section 435(d)(1)(D) determines
that a substantial portion of eligible borrowers in such State or
within an area of such State are seeking and are unable to
obtain loans under this part, the Association or its designated
agent may begin making loans in accordance with this subsec-
tion at the request of the Secretary.

“(B) Loans made pursuant to this subsection shall be insur-
able by the agency identified in subparagraph (A) having an
agreement pursuant to section 428(b). For loans insured by such
agency, the agency shall provide the Association with a certifi-
cate of comprehensive insurance coverage, if the Association
and the agency have mutually agreed upon a means to deter-
mine that the agency has not already guaranteed a loan under
this part to a student which would cause a subsequent loan
made by the Association to be in violation of any provision
under this part.

“(3) TERMINATION OF LENDING.—The Association or its des-
ignated agent shall cease making loans under this part in any
State at such time as it is determined by the Secretary, with
regard to loans made under paragraph (1), or by any party to
the agreement required by paragraph (2), that—

“(A) the conditions which caused the implementation of
this subsection have ceased to exist; or

“(B) the implementation of this subsection has either (i)
further reduced the availability of loans from other sources
in the applicable geographical area, or (ii) inhibited the
formation in a State of an agency which would have an
agreement pursuant to section 428(b) of this part which
would have the responsibility of developing local sources of
funds for student loans.”.

(b) EFrecTivE DaTES.—The changes made in part B of title IV of

note. the Act by the amendment made by subsection (a) of this section
shall take effect on the date of enactment of this Act, except—

(1) as otherwise provided in such part B

(2) the changes in sections 427(a)2)C) and 428(b)X1)M) of the
Act (other than clause (ix) of each such section) shall apply only
to loans made to cover the costs of instruction for periods o
enrollment beginning on or after July 1, 1987, to individuals who
are new borrowers on that date;

(3) the changes made in sections 425(a), 428(b)X1XA), and
428(b)1XB) of the Act shall apply with respect only to loans
made to cover the costs of instruction for periods of enrollment
beginning on or after January 1, 1987;

(4) the changes made in subsections (a), (b), and (d) of section
433 of the Act shall apply with respect only to loans made to
cover the costs of instruction for periods of enrollment begin-
ning on or after January 1, 1987;

(5) the chan%es in section 42803)(1)(1‘1) shall apply with respect
only to loans for which the borrower files an application on or
after July 1, 1987;

(6) the changes 'in sections 435(d)5) and 438(d) of the Act shall
take effect 30 days after the date of enactment of this Act; and

(7) the changes made in section 438(b) shall take effect with
respect to loans made to cover the costs of instruction for
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periods of enrollment beginning on or after 30 days after the
date of enactment of this Act.
(c) Cuances ErrecTive WitHOUT REGARD TO REGULATIONS; RE- 20 USC 1071
PUBLICATION OF REGULATIONS.—The changes made in part B of title note
IV of the Act by the amendment made by subsection (a) of this
section shall be effective in accordance with subsection (b) of this
section without regard to whether such changes are reflected in the
regulations prescribed by the Secretary of Education for the purpose
of such part.
(d) NEw Borrowers.—For the purpose of this section, the term 20 USC 1071
“new borrower’”’ means, with respect to any date, an individual who note.
on that date has no outstanding balance of principal or interest
owing on any loan made, insured, or guaranteed under part B of
title IV of the Act.

SEC. 403. WORK STUDY REAUTHORIZED.

(a) AMeNnpMENT.—Part C of title IV of the Act is amended to read
as follows:

“Part C—WoRkK-STUuDY PROGRAMS
““PURPOSE; APPROPRIATIONS AUTHORIZED

“Sec. 441. (a) Purrose.—The purpose of this part is to stimulate 42 USC 2751.
and promote the part-time employment of students who are enrolled
as undergraduate, graduate, or professional students and who are in
need of earnings from employment to pursue courses of study at
eligible institutions.
“(b) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated to carry out this part $656,000,000 for fiscal year
1987 and such sums as may be necessary for each of the 4 succeeding
fiscal years.

““ALLOCATION OF FUNDS

“Sec. 442. (a) ALLOCATION Basep oN PRrREvVIOUS ALLOCATION.—(1) 42 USC 2752.
From the amount appropriated pursuant to section 441(b) for each
fiscal year, the Secretary shall first allocate to each eligible institu-
tion for each succeeding fiscal year, an amount equal to 100 percent
of the amount such institution received and used under this part for
fiscal year 1985.

“(2YA) From the amount so appropriated, the Secretary shall next
allocate to each eligible institution that began participation in the
program under this part after fiscal year 1985 but is not a first or
second time participant, an amount equal to the greater of—

(1) $5,000; or

“(ii) 90 percent of the amount received and used under this
part for the first year it participated in the program.

‘“(B) From the amount so appropriated, the Secretary shall next
allocate to each eligible institution that began participation in the
program under this part after fiscal year 1985 and is a first or
semnd“(gi)?g oggrticipant. an amount equal to the greatest of—

1) $9,UUU;

“(ii) an amount equal to (I) 90 percent of the amount received
and used under this part in the second preceding fiscal year by
eligible institutions offering comparable programs of instruc-
tion, divided by (II) the number of students enrolled at such
comparable institutions in such fiscal year, multiplied by (III)
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the number of students enrolled at the applicant institution in
such fiscal year; or

“(iii) 90 percent of the institution’s allocation under this part
for the preceding fiscal year.

“C) Notwithstall?ging subparagraphs (A) and (B) of this para-
grl?.p{:, the Secretary shall allocate to each eligible institution
which—

i) was a first-time participant in the program in fiscal year
1986 or any subsequent fiscal year, and

“(ii) received a larger amount under this subsection in the
second year of participation,

an amount equal to 90 percent of the amount it received under this
subsection in its second year of participation.

“(3)XA) If the amount appropriated for any fiscal year is less than
the amount required to be allocated to all institutions under para-
graph (1) of this subsection, then the amount of the allocation to
each such institution shall be ratably reduced.

“(B) If the amount appropriated for any fiscal year is more than
the amount required to be allocated to all institutions under para-
graph (1) but less than the amount required to be allocated to all
institutions under paragraph (2), then—

“(i) the Secretary shall allot the amount required to be allo-
cated to all institutions under paragraph (1), and

“(ii) the amount of the allocation to each institution under

aragraph (2) shall be ratably reduced.

“(C) If additional amounts are appropriated for any such fiscal
year, such reduced amounts shall be increased on the same basis as
they were reduced (until the amount allocated equals the amount
required to be allocated under paragraphs (1) and (2) of this
subsection).

“(b) ALLocATION OF Excess BASEp oN Pro RATA SHARE.—From
one-quarter of the remainder of the amount appropriated E)ursuant
to section 441(b) for any fiscal year (after maﬁm‘ g the allocations
required by subsection (a)), the Secretary shall allocate to each
eligible institution an amount which bears the same ratio to such
one-quarter as the amount the eligible institution receives for such
fiscal year under subsection (a) bears to the amount all such institu-
tions receive under such subsection (a).

“(c) ALLoCcATION OF Excess BAsep oON SHARE oF Excess ELIGIBLE
AMouUNTS.—(1) From three-quarters of the remainder of the amount
appropriated pursuant to section 441(b) after making the allocations
required by subsection (a), the Secretary shall allocate to each
eligible institution which has an excess eligible amount an amount
which bears the same ratio to such remainder as such excess eligible
amount bears to the sum of the excess eligible amounts of all such
eligible institutions (having such excess eligible amounts).

“(2) For any eligible institution, the excess eligible amount is the
amount, if any, by which—

“(A)i) the amount of that institution’s need (as determined
under subsection (d)), divided by (ii) the sum of the need of all
institutions (as so determined), multiplied by (iii) the amount
apperg&riated pursuant to section 441(b) for the fiscal year;
exc

“(B) the amount required to be allocated to that institution
under subsection (a).

“(d) DETERMINATION OF INsTrTUTION'S NEED.—(1) The amount of
an institution’s need is equal to the sum of the self-help need of the
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institution’s eligible undergraduate students and the self-help need
of the institution’s eligible graduate and professional students.

“(2) To determine the self-help need of an institution’s eligible

undergraduate students, the Secretary shall—

“(A) establish various income categories for dependent and

mdegendent undergraduate students;

‘“B) establish an expected family contribution for each
income category of dependent and independent undergraduate
students, determined on the basis of the average expected
family contribution (computed in accordance with part F of this
title) of a representatwe sample mt.}un each income category
for the second preceding fi

“(C) compute 25 percent of tﬁe average cost of attendance for
all undergraduate students;

“(D) multiply the number of eligible dependent students in
each income category by the lesser of—

“(i) 25 percent of the average cost of attendance for all
E.mce)dergraduate students determined under subparagraph

; or

“(i1) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,
except that the amount computed by such subtraction shall
not be less than zero;

“(E) add the amounts determined under subparagraph (D) for
each income category of dependent students; and

“(F) multiply the number of eligible independent students in
each income category by the lesser of —

“(i) 25 percent of the average cost of attendance for all
(uél)dergraduate students determined under subparagraph

; or

“(ii) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,
except that the amount computed by such subtraction for
any income category shall not be less than zero;

“(G) add the amounts determined under subparag'raph (F) for
each income category of independent students; and

';I(—g)add the amounts determined under subparagraphs (E)
an 3

“(3) To determine the self-help need of an institution’s eligible

graduate and professional students, the Secretary, for academic year
1988-1989 shall use the procedures employed for academic year
138?]—1987, and, for any subsequent academic years, the Secretary
shall—

“(A) establish various income categories of graduate and
professional students;

“(B) establish an expected family contribution for each
income category of graduate and professional students, deter-
mined on the basis of the average expected family contribution
(computed in accordance with part F of this title) of a represent-
ative sample within each income category for the second preced-

ing fiscal year;

‘(C) determine the average cost of attendance for all graduate
and professional students;

‘(D) subtract from the average cost of attendance for all
graduate and professional students (determined under subpara-
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graph (C)), the expected family contribution (determined under
subparagraph (B)) for each income category, except that the
amount computed by such subtraction for any income category
shall not be less than zero;

“(E) multiply the amounts determined under subparagraph
(D) by the number of eligible students in each category; and

“(F) add the amounts determined under subparagraph (E) of
this paragraph for each income category.

“(4XA) For dgurpoaes of paragraphs (2) and (3), the term ‘average
cost of attendance’ means the average of the attendance costs for
undergraduate students and for graduate and professional students,
which shall include (i) tuition and fees determined in accordance
with subparagraph (B), (ii) standard living expenses determined in
accordance with aubparag’raﬁh (C), and (iii) books and supplies
determined in accordance with subparagraph (D).

‘B) The average undergraduate and graduate and professional
tuition and fees described in subparagraph (A)i) shall be computed
on the basis of information reported l;)y the institution to the
Secretary, which shall include (i) total revenue received by the
institution from undergraduate and graduate tuition and fees for
the second year preceding the year for which it is applying for an
allocation, and (ii) the institution’s enrollment for such second
preceding year.

“(C) The standard living expense described in subparagraph (A)(ii)
is equal to three-fourths in the Pell Grant family size offset for a
single independent student.

“(D) The allowance for books and supplies described in subpara-
graph (A)(iii) is equal to $450.

“(e) REALLOCATION OF Excess ArLrLocATions.—(1) If an institution
returns to the Secretary any portion of the sums allocated to such
institution under this section for any fiscal year the Secretary shall
reallocate such excess in accordance with paragraph (2). Any sums
reallocated under this subsection may be used in accordance with
section 445(a)(2).

“(2) The Secretary shall reallot 25 percent of the amount available
pursuant to parag'r?lph (1) to eligible institutions for use in initiat-
ing, improving, and expanding p ams of community service-
learning conducted in accordance with section 448 of this part. The
Secretary shall allocate the remainder of the amounts available
pursuant to paragraph (1) to eligible institutions based upon the
criteria described in subsection (c).

“(f) FiLing DEADLINES.—The Secretary shall, from time to time,
set dates before which institutions must file applications for alloca-
tions under this part.

“GRANTS FOR WORK-STUDY PROGRAMS

“Sec. 443. (a) AGrReeMENTS REQUIRED.—The Secretary is au-
thorized to enter into agreements with institutions of higher
education under which the Secretary will make grants to such
institutions to assist in the operation of work-study programs as
provided in this part.

“(b) CONTENTS OF AGREEMENTS.—An agreement entered into
pursuant to this section shall—

“(1) provide for the operation by the institution of a program
for the part-time employment of its students in work for the
institution itself or work in the public interest for a Federal,
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State, or local public agency or t‘Erivate nonprofit organization
under an arrangement between the institution and such agency
or organization, and such work—

“CA) will not result in the displacement of employed Contracts.
workers or impair existing contracts for services;

“(B) will be governed by such conditions of employment
as will be appropriate and reasonable in light of such
factors as type of work performed, geographical region, and
proficiency of the employee;

“C) does not involve the construction, operation, or
maintenance of so much of any facility as is used or is to be
used for sectarian instruction or as a place for religious
worship; and

‘(D) will not pay any wage to students employed under
this subpart that is less than the current Federal minimum
wage as mandated by section 6(a) of the Fair Labor Stand-
ards Act of 1938; 29 USC 206.

“(2) provide that funds granted an institution of higher edu-
cation, pursuant to section 443, may be used only to make
payments to students participating in work-study programs,
except that—

“(A) an institution may use not to exceed 10 percent of
the funds granted to the institution in any fiscal year to
carry out the work study program described in section 447
at the increased Federaf share specified in clause (6)B) of
this subsection, and

“(B) an institution may use a portion of the sums granted
to it to meet administrative expenses in accordance with
section 489 of this Act, may use a portion of the sums
granted to it to meet the cost of a job location and develop-
ment program in accordance with section 446 of this part,
and may transfer funds in accordance with the provisions of
section 488 of this Act;

“(3) provide that in the selection of students for employment
under such work-study program, only students who dem-
onstrate financial need in accordance with F of this title,
and who meet the requirements of section 484 will be assisted,
except that, if the institution’s grant under théi:(f.\art is directly
or indirectly based in part on the financial n demonstrated
by students attending the institution less than full time, a
reasonable proportion of the institution’s grant shall be made
available to such students;

“(4) provide that for a student employed in a work-study
program under this part, at the time income derived from any
employment (including non-work-study or both) is in excess of
the determination of the amount of such student’s need by more
than $200, continued employment shall not be subsidized with
funds appropriated under this part;

“(5) provide that the Federal share of the compensation of
students employed in the work study nggmm in accordance
with the agreement will not exceed percent for academic
years 1987-1988 and 1988-1989, 75 percent for academic year
1989-1990, and 70 percent for emic year 1990-1991 and
succeeding academic years, except that—

“(A) the Federal share may exceed such amounts of such
compensation if the Secretary determines, pursuant to
regulations promulgated by the Secretary establishing
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objective criteria for such determinations, that a Federal
share in excess of such amounts is required in furtherance
of the purpose of this part; and

“(B) the Federal share of the compensation of the stu-
dents employed in the work study for community service-
learning programs described in section 447 from funds
available under clause (2(A) in accordance with the agree-
ment will not exceed 90 percent of such compensation;

“(6) include provisions to make employment under such work-
study program reasonably available (to the extent of available
funds) to all eligible students in the institution in need thereof,
and to make equivalent employment offered or arranged by the
institution reasonably availam (to the extent of available
funds) to all students in the institution who desire such
employment;

“(7) provide assurances that employment made available from
funds under this part will, to the maximum extent practicable,
complement and reinforce the educational program or voca-
tional goals of each student receiving assistance under this part;

“(8) provide assurances, in the case of each proprietary
institution, that students attending the proprietary institution
receiving assistance under this part who are employed by the
institution may be employed in jobs—

“(A) on campus only;

‘“(B) that, to the maximum extent practicable, com-
plement and reinforce the educational programs or voca-
tional goals of such students; and

“(C) furnishing student services, as determined by the
Secretary pursuant to regulations, except that no student
shall be employed in any position that would involve the
solicitation of other potential students to enroll in the
school; and

(9) include such other reasonable provisions as the Secretary
:ll:iasllljggtem necessary or appropriate to carry out the purpose of

“(c) PRIvATE SECTOR EMPLOYMENT AGREEMENT.—In addition to the

agreement described in subsection (b), an institution of higher edu-
cation may, at its option, enter into an additional agreement with
the Secretary which shall—

“(1) provide for the operation by the institution of a program
of part-time employment of its students in work for a private
for-profit organization under an arrangement between the
institution and such organization that complies with the
Fbe):(;i:)irements of subparagraphs (A) through (D) of subsection

“(2) provide that the institution will use not more than 25
percent of the funds made available to such institution under
this part for any fiscal year for the operation of the program
described in paragraph (1);

*(3) provide that, notwithstanding subsection (b)(5), the Fed-
eral share of the compensation of students employed in such
program will not exceed 60 percent for academic years 1987-
IQggrand 1988-1989, 55 percent for academic year 1989-1990,
and 50 percent for academic year 1990-1991 and succeeding
academic years, and that the non-Federal share of such com-
pensation will be provided by the private for-profit organization
in which the student is employed;
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“(4) provide that jobs under the work study program will be
academically relevant; and

““(5) provide that the for-profit organization will not use funds
made available under this part to pay any employee who would
otherwise be employed by the organization.

““SOURCES OF MATCHING FUNDS

“Sec. 444. Nothing in this part shall be construed as restricting 20 USC 2754.
the source (other than this part) from which the institution may pay
its share of the compensation of a student employed under a work-
study program covered by an agreement under this part, and such
share may be paid to such student in the form of services and
equipment (including tuition, room, board, and books) furnished by
such institution.
“FLEXIBLE USE OF FUNDS

“Skc. 445. (a) CARRY-OVER AuTHORITY.—(1) Of the sums granted to 42 USC 2755.
an eligible institution under this part for any fiscal year, 10 percent
may, at the discretion of the institution, remain available for
expenditure during the succeeding fiscal year to carry out programs
under this part.

“(2) Any of the sums so granted to an institution for a fiscal year Grants.
which are not needed by that institution to operate work-study State and local
programs during that fiscal year, and which it does not wish to use governments.
during the next fiscal year as authorized in the preceding sentence,
shall remain available to the Secretary for making grants under
section 443 to other institutions in the same State until the close of
the second fiscal year next succeeding the fiscal year for which such
funds were appropriated.

“(b) CARrY-BAck AuTtHORITY.—Up to 10 percent of the sums the Grants.
Secretary determines an eligible institution may receive from funds
which have been appropriated for a fiscal year may be used by the
Secretary to make grants under this part to such institution for
expenditure during the fiscal year preceding the fiscal year for
which the sums were appropriated.

“JOB LOCATION AND DEVELOPMENT PROGRAMS

“Sec. 446. (a) AGREEMENTS REQUIRED.—(1) The Secretary is au- 42 USC 2756.
t.hl.lojri}r;ed to enter into agreements with eligible institutions under
which—

‘“(A) such institution may use not more than 10 percent or
$30,000 of its allotment under section 442, whichever is less, to
establish or expand a program under which such institution,
separately or in combination with other eligible institutions,
locates and develops jobs for currently enrolled students; and

“(B) such institution may use not more than 10 percent or
$20,000 of its allotment under section 442, whichever is less, to
establish or expand a program under which such institution,
separately or in combination with other eligible institutions and
through formal or informal consultation with local nonprofit,
governmental, educational, and community-based organiza-
tions, locates and develops community services jobs for students
eligible under this 3

“(2) Jobs located and developed under subparagraph (A) or (B) of
paragraph (1) shall be jobs which are suitable to the scheduling and
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Contracts.

Reports.

42 USC 2756a.

other needs of such students and which, to the maximum extent
practicable, complement and reinforce the educational programs or
vocational goals of such students.

h“tilii) CoNTENTS OF AGREEMENTS.—Agreements under subsection (a)
shall—

“(1) provide that the Federal share of the cost of any program
under this section will not exceed 80 percent of such cost;

“(2) provide satisfactory assurance that funds available under
this section will not be used to locate or develop jobs at an
eligible institution unless such jobs directly relate to the objec-
tives described in subsection (a)1)XB) of this section;

*“(3) provide satisfactory assurance that the institution will
continue to spend in its own job location and development
programs, from sources other than funds received under this
section, not less than the average expenditures per year made
during the most recent 3 fiscal years preceding the effective
date of the agreement;

““(4) provide satisfactory assurance that funds available under
this section will not be used for the location or development of
jobs for students to obtain upon graduation, but rather for the
location and development of jobs available to students during
and between periods of attendance at such institution;

“(5) provide satisfactory assurance that the location or devel-
opment of jobs pursuant to programs assisted under this section
will not result in the displacement of employed workers or
1m air existing contracts for services;

“(6) provide satisfactory assurance that Federal funds used for
the purpose of this section can realistically be expected to help
generate student wages exceeding, in the aggregate, the amount
of such funds, and that if such funds are used to contract with
another organization, appropriate performance standards are
part of such contract; and

“(T) provide that the institution will submit to the Secretary
an annual report on the uses made of funds provided under this
section and an evaluation of the effectiveness of such program
in benefiting the students of such institution.

“(c) DEFINITION OF COMMUNITY SERVICE —PFor the purpose of this
section, the term ‘community services’ means services which are
identified by an institution of higher education, through formal or
informal consultation with local nonprofit, governmental, and
community-based organizations, as designed to improve the quality
of life for community residents, particularly low-income individuals,
or to solve particular problems related to their needs including, but
not limited to, such fields as health care, child care, literacy
training, education (including tutorial services), housing and
neighborhood improvement, rural development, and community
improvement.

“WORK STUDY FOR COMMUNITY SERVICE-LEARNING ON BEHALF OF LOW-
INCOME INDIVIDUALS AND FAMILIES

“Sec. 447. (a) Purrose.—The purpose of this section is to encour-
age and enable institutions of higher education to develop work
study programs involving ellglhle students in commumty service-
learning designed to develop, improve, or expand services for low-
income individuals and families or to solve particular problems
related to the needs of low-income individuals.
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“(b) DeFinITIONS.—For the purpose of this section—

“(1) commumtgﬂsemce-learmng program’ means a program
of student work t

“(A) provides tangible community services for or on
behalf of low-income individuals or families; and

“(B) to the maximum extent practicable, pro\ndes partici-
pa students with work-learning opportunities which
complement and reinforce their educational programs or
vocational goals; and

“(2) ‘community services’ means services which are identified
by an institution of higher education, through formal or infor-
mal consultation with local nonprofit, governmental, and
community-based organizations, as designed to improve the
quality of life for community residents, ly low-income
individuals, or to solve icular problems related to their
needs mcludmg but not limited to, such fields as health care,
child care, literacy trammg, education (mcludmg tutorial serv-
ices), welfare, social services, transportation, housing and
neighborhood improvement, public safety, crime prevention and
control, recreation, rural development, and community
improvement.

“(c) Usk or OrHER Funps To Conpuct PrRoGRAM.—Each institu-
tion participating under this part may use funds made available
under the last sentence of section 489(a) to conduct that institution’s
program of community service-learning, including—

“(1) development of mechanisms to assure the academic qual-
ity of the student eﬁperience,

“(2) assuring student access to educational resources, exper-
tise, and supervision necessary to achieve community service
objectives. and

‘(3) collaboration with public and private nonprofit agencies
in the planning, development, and administration of such
programs

(b) EFFcTIVE DATE.—Sections 443(c), 446, and 447 of the Act as 42 USC 27538
amended by this section shall apply to penods of enrollment begin- note.
ning on or after July 1, 1987.

SEC. 404. DEMONSTRATION PROJECT AUTHORIZED.
The Act is amended by adding after part C the following:

“PART D—INcOME CONTINGENT DirRECT LOAN DEMONSTRATION
ProJECT

“STATEMENT OF PURPOSE

“Sec. 451. It is the purpose of this part to examine the feasibility 20 USC 1087a.
of a direct loan program which uses the income contingent repay-
ment method in order to increase the economic and full use of direct
student loan funds.

“DEMONSTRATION PROJECT AUTHORIZED

“Sec. 452. (a) GENERAL AUTHORITY.—The Secretary shall, from the 20 USC 1087b.
amounts appropriated each fiscal year, carry out demonstration
projects in accordance with the provisions of this part.
(b) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of
making contributions to student loan funds established pursuant to
this part, there are authorized to be appropriated $5,000,000 for
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fiscal year 1987 and such sums as may be necessary for each of the 4
succeeding fiscal years.

“¢) ALLOTMENT; MaxiMuM NuMBER OF GraNTS.—(1) The Sec-
retary shall allot the amounts appropriated in each fiscal year
pursuant to subsection (b) among institutions of higher education
which desire to participate in the pilot project authorized by this
gggrt and which have agreements with the Secretary under section

“(2) The Secretary may not enter into agreements with more than
10 institutions of higher education under this part.

“AGREEMENTS WITH INSTITUTIONS OF HIGHER EDUCATION

20 USC 1087c. “Sec. 453. An agreement with an institution of higher education
under this part shall—

“(1) provide for the establishment and maintenance of a
student loan fund for the purpose of this part;

“(2) provide for the deposit in such fund of Federal capital
ﬁgg(tg}butions from funds appropriated pursuant to section

“(3) provide for the deposit in such fund of a capital contribu-
tion by such institution equal to not less than one-ninth of the
amount of the Federal capital contribution described in para-
graph (2);

“(4) provide for the deposit in such fund of collections of
principal and interest on student loans made from deposited
funds and any other earnings of such funds;

: “(5) provide that such student loan fund shall be used only
or—
“(A) loans to students, in accordance with the provisions
of this part;
‘(B) administrative expenses; and
“/C) costs of litigation, and other collection costs agreed to
by the Secretary in connection with the collection of a loan
from the fund (and interest thereon) or a charge assessed
pursuant to regulations;

“(6) provide that repayment of the loans made from such
student loan funds will be made in accordance with a repay-
ment schedule, which will be adjusted annually on the basis of
the total amount borrowed by the student and the income of the
student borrower, together with such adjustments in the sched-
ule as the Secretary and the institution determine will best
carry out the purpose of this part, except that for the first 2
years of the repayment period the schedule may require a fixed
pa‘yment plan;

“(7) provide for the distribution of assets from student loan
funds under this part in accordance with criteria prescribed by
the Secretary, based upon the provisions of section 466; and

“(8) provide for such other assurances and limitations as the
Secretary may reasonably require.

‘““TERMS OF LOAN UNDER THE PILOT PROGRAM

20 USC 1087d. “SEc. 454. (a) ConpITIONS, LIMITATIONS, AND REQUIREMENTS.—(1)
s from any student loan fund established pursuant to an agree-

ment under section 453, to any student by any institution shall,

subject to such conditions, limitations, and requirements as the
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Secretary shall prescribe by regulation, be made on such terms and
conditions as the institution may determine.

“(2) The aggregate amount of all loans made by institutions of
higher education from loan funds established pursuant to agree-
ments under this part to any student may not exceed $17,500.

“(3) The total amount of loans made by institutions of higher
education from loan funds established pursuant to such agreement
for any academic year may not exceed—

“(A) $2,500 in the case of a student who is in the first or
second academic year of a program of education leading to a
bachelor’s degree;

“(B) $3,500 in the case of a student who is in the third such
year; and

“(C) $4,500 in the case of a student who is in the fourth and
fifth such year.

“(4) The interest rate on all such loans shall be the rate equal to
the rate obtained for each calendar year (A) by computing the
average of the bond equivalent rates of 91-day Treasury bills auc-
tioned for such 3-month period preceding such year, and (B) by
adding 3 percent to the resulting percent.

“(5) Loans made from loan funds established pursuant to such
agreements shall contain such agreements for deferments, interest
accrual during deferments, and loan cancellation, as are consistent
with the provisions of part E of this title, subject to such modifica-
tions as the Secretary may, by regulation, prescribe.

“(b) AUTHORITY OF SECRETARY T0 PRESCRIBE OTHER TERMS.—The
Secretary may by regulation prescribe such other terms for loans
made from loan funds established pursuant to such agreements as
the Secretary determines will contribute to carrying out the provi-
sions of this part.

“FEASIBILITY STUDY

“Sec. 455. (a) Stupy.—The Secretary shall, based upon the 20 USC 1087e.

projects assisted under this part, conduct a study of the feasibility of
extending the pilot project to a direct student loan fund program of
general applicability beginning after September 30, 1990.

“(b) ReporT.—The Secretary shall prepare and submit to the
Congress a report on the feasibility study begun pursuant to subsec-
tion (a) not later than October 1, 1991, and October 1, 1995, together
with such recommendations as the Secretary deems appropriate.”.

SEC. 405. AMENDMENT TO PART E OF THE ACT.

(a) AMENDMENT.—Part E of title IV of the Act is amended to read
as follows:

“Part E—DIireEcT LOANS TO STUDENTS IN INSTITUTIONS OF HIGHER
EpucaTioN

“ APPROPRIATIONS AUTHORIZED

“Sec. 461. (a) PRoGrRaM AuTHORITY.—The Secretary shall carry 20 USC 1087aa.
out a program of stimulating and assisting in the establishment and
maintenance of funds at institutions of higher education for the
making of low-interest loans to students in need thereof to pursue
their courses of study in such institutions. Loans made under this
part shall be known as ‘Perkins Loans’.
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“(b) AUTHORIZATION OF APPROPRIATIONS.—(1) For the purpose of
enabling the Secretary to make contributions to student loan funds
estabhlgﬁed under this part, there are authorized to be appropriated
$268,000,000 for fiscal year 1987 and such sums as may be necessary
for each of the 4 succeeding fiscal years.

“(2) In addition there are hereby authorized to be appropriated
such sums for fiscal year 1991 and each of the five succeeding fiscal
years as may be necessary to enable students who have received
loans for academic years ending prior to October 1, 1991, to continue
or complete courses of study.

“(c) Use OF APPROPRIATIONS.—Any sums appropriated pursuant to
subsection (b) for any fiscal gear shall be available for apportion-
ment pursuant to section 462 and for payments of Federal capital
contributions therefrom to institutions of higher education which
have agreements with the Secretary under section 463. Such Federal
capital contributions and all contributions from such institutions
shall be used for the establishment, expansion, and maintenance of
student loan funds.

““ALLOCATION OF FUNDS

“Sec. 462. (a) ALLocaTiION BaASED ON PRrEVIOUS ALLOCATION.—(1)
From the amount appropriated pursuant to section 461(b) for each
fiscal year, the Secretary shall first allocate to each eligible institu-
tion an amount equal to—

“(A) 100 percent of the amount such institution expended
under this part for fiscal year 1985, multiplied by
“(B) the institution’s default penalty, as determined under
subsection (f),
except that if the institution which has a default rate in excess of
the applicable maximum default rate under subsection (g), the
institution may not receive an allocation under this paragraph.

“(2XA) From the amount so appropriated, the Secretary shall next
allocate to each eligible institution that began participation in the
program under this part after fiscal year 1985 gat is not a first or
second time participant, an amount equal to the greater of—

“(1) $5,000; or
*(ii) 100 percent of the amount received and expended under
this part for the first year it partici ted in the

‘B) From the amount so appropriated, gall next
allocate to each eligible institution that began participation in the
program under this part after fiscal year 1985 and is a first or
second“(ti}?g participant. an amount equal to the greatest of—

1

“(ii) an amount equal to (I) 90 percent of the amount received
and used under this part in the second Frecedmg fiscal year by
eligible institutions offering comparable programs of instruc-
tion, divided by (II) the number of students enrolled at such
comparable institutions in such fiscal year, multiplied by (III)
the number of students enrolled at the applicant institution in
such fiscal year; or

“(iii) 90 percent of the institution’s allocation under this part
for the preceding fiscal year.

“(C) Notwithstanding subparagraphs (A) and (B) of this para-
gr;_pl}ll, the Secretary shall allocate to each eligible institution
which—

“(i) was a first-time participant in the program in fiscal year
1986 or any subsequent fiscal year, and
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“(ii) received a larger amount under this subsection in the
second year of participation,
an amount equal to 90 percent of the amount it received under this
subsection in its second year of participation.

“(D) For any fiscal year after a fiscal year in which an institution
receives an allocation under subparagraph (A), (B), or (C), the Sec-
retary shall allocate to such institution an amount equal to the
product of—

‘(i) the amount determined under subparagraph (A), (B), or
(C), multiplied by
“(ii) the institution’s default penalty, as determined under
subsection (f),
except that if the institution which has a default rate in excess of
the applicable maximum default rate under subsection (g), the
institution may not receive an allocation under this paragraph.

“(3)A) If the amount appropriated for any fiscal year is less than
the amount required to be allocated to all institutions under para-
graph (1) of this subsection, then the amount of the allocation to
each such institution shall be ratably reduced.

“(B) If the amount appropriated for any fiscal year is more than
the amount required to be allocated to Bﬁ institutions under para-
graph (1) but less than the amount required to be allocated to all
institutions under paragraph (2), then—

‘(i) the Secretary shall allot the amount required to be allo-
cated to all institutions under paragraph (1), and
“(ii) the amount of the allocation to each institution under
ph (2) shall be ratably reduced.

“(C) If additional amounts are appropriated for any such fiscal
year, such reduced amounts shall be increased on the same basis as
they were reduced (until the amount allocated equals the amount
required to be allocated under paragraphs (1) and (2) of this
subsection).

“(b) ArLLocaTiON oF Excess BAsEp oN Pro RATa SHARE.—From

one-quarter of the remainder of the amount appropriated gursuant
to section 461(b) for any fiscal year (after ing the allocations
required by subsection (a) of this section), the Secretary shall allo-
cate to each eligible institution an amount which bears the same
ratio to such one-quarter as—
“(1) the amount the eligible institution receives for such fiscal
year under subsection (a), bears to
“(2) the amount all such institutions receive under such
subsection (a).

“(c) ALLoCATION OF EXCESs BASED ON SHARE OF Excess ELIGIBLE
AmounTs.—(1) From three-quarters of the remainder of the amount
appropriated pursuant to section 461(b) after making the allocations
required by subsection (a) of this section, the Secretary shall allocate
to each eligible institution which has an excess eligible amount an
amount which bears the same ratio to such remainder as such
excess eligible amount bears to the sum of the excess eligible
amounts of all such eligible institutions (having such excess eligible
amounts).

“(2) For any eligible institution, the excess eligible amount is the
amount, if any, by which—

“(AXi) that institution’s eligible amount (as determined under
paragraph (3)), divided by (ii) the sum of the eligible amounts of
all institutions (as so determined), multiplied by (iii) the amount



100 STAT. 1442 PUBLIC LAW 99-498—OCT. 17, 1986

apperggriated pursuant to section 461(b) for the fiscal year;
exceeds

“(B) the amount required to be allocated to that institution
under subsection (a),

except that an eligible institution which has a default rate in excess
of the applicable maximum default rate under subsection (g) may
not receive an allocation under this paragraph.

“(3) For any eligible institution, the eligible amount of that
institution is equal to—

‘(A) the amount of the institution’s self-help need, as deter-
mined under subsection (d); minus

“(B) the institution’s anticipated collections; multiplied by

‘YC) the institution’s default penalty, as determined under
subsection (f);

except that, if the institution has a default rate in excess of the
applicable maximum default rate under subsection (g), the eligible
amount of that institution is zero.

“(d) DETERMINATION OF INsTITUTION'S SELF-HELP NEED.—(1) The
amount of an institution’s self-help need is equal to the sum of the
self-help need of the institution’s eligible undergraduate students
and the self-help need of the institution’s eligible graduate and
professional students.

“(2) To determine the self-help need of an institution’s eligible
undergraduate students, the Secretary shall—

“(A) establish various income categories for dependent and
independent undergraduate students;

“(B) establish an expected family contribution for each
income category of dependent and independent undergraduate
students, determined on the basis of the average expected
family contribution (computed in accordance with part F of this
title) of a representative sample within each income category
for the second preceding fiscal year;

“(C) compute 25 percent of the average cost of attendance for
all undergraduate students;

‘(D) multiply the number of eligible dependent students in
each income category by the lesser of—

“(i) 25 percent of the average cost of attendance for all
u&l)dergraduate students determined under subparagraph
©); or

“(ii) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,
except that the amount computed by such subtraction shall
not be less than zero;

“(E) add the amounts determined under subparagraph (D) for
each income category of dependent students;

“(F) multiply the number of eligible independent students in
each income category by the lesser of—

‘(i) 25 percent of the average cost of attendance for all
uéldergraduate students determined under subparagraph
(C); or

“(ii) the average cost of attendance for all undergraduate
students minus the expected family contribution deter-
mined under subparagraph (B) for that income category,
except that the amount computed by such subtraction for
any income category shall not be less than zero;
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“(G) add the amounts determined under subparagraph (F) for
each income category of independent students; and

‘(‘l(lt-g)add the amounts determined under subparagraphs (E)
an 3

“(3) To determine the self-help need of an institution’s eligible
graduate and professional students, the Secretary, for academic year
1988-1989, shall use the procedures employed for academic year
1}532]61—1987, and, for any subsequent academic years, the Secretary
s —

“(A) establish various income categories for graduate and
professional students;

“(B) establish an expected family contribution for each
income category of graduate and professional students, deter-
mined on the basis of the average expected family contribution
(computed in accordance with part F of this title) of a represent-
ative sample within each income category for the second preced-
ing fiscal year;

“(C) determine the average cost of attendance for all graduate
and professional students;

“(D) subtract from the average cost of attendance for all
graduate and professional students (determined under subpara-
graph (C)), the ex family contribution (determined under
subparagraph (B)) for each income category, except that the
amount computed by such subtraction for any income category
shall not be less than zero;

“(E) multiply the amounts determined under subparagraph
(D) by the number of eligible students in each category;

“(F) add the amounts determined under subparagraph (E) for
each income category.

“(3)A) For purposes of paragraphs (2) and (3), the term ‘average
cost of attendance’ means the average of the attendance costs for
undergraduate students and for graduate and professional students,
which shall include (i) tuition and fees determined in accordance
with subparagraph (B), (ii) standard living expenses determined in
accordance with subparagraph (C), and (iii) books and supplies
determined in accordance wi subparagraph (D).

“(B) The average undergraduate and graduate and professional
tuition and fees described in subparagra%h (A)i) shall be computed
on the basis of information reported by the institution to the
Secretary, which shall include (i) total revenue received by the
institution from undergraduate and graduate tuition and fees for

the second year the year for which it is applying for an
allocation, and (ii) the institution’s enrollment for such second
preceding year.

“(C) The standard living expense described in subparagraph (AXii)
is equal to three-fourths in the Pell Grant family size offset for a
single independent student.

“(D) The allowance for books and supplies described in subpara-
graph (A)(iii) is equal to $450.

“(e) ANTICIPATED CoLLECTIONS; CASH oN HAND.—An institution’s
anticipated collections are equal to the amount which was collected
during the second year preceding the beginning of the award period,
multiplied by 1.21.

“(f) DerauLT PENALTY.—For any institution which has a default
rate which equals or exceeds 7.5 percent but does not exceed the
maximum default rate applicable to the award year under para-
graph (2), the institution’s default penalty is a percentage equal to
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the complement of such default rate. For any institution which has
a default rate that does not exceed 7.5 percent, the institution’s
default penalty is equal to one.

“(g) AppLICABLE MAXiMUM DErFauLT RATE.—(1) For award years
1988, 1989, and 1990, the applicable maximum default rate is 20
percent.

“(2) For award year 1991 and subsequent years, the applicable
maximum default rate is 15 percent.

“(h) DeFiNiTION OF DEFAULT RATE.—(1) For the purpose of this
section, the default rate is computed by dividing—

“(A) the total principal amount of defaulted loans; by

“(B) the total principal amount of loans made under this part,
less the principal amount of all loans made to borrowers who
are eligible for deferment under section 464(cX2)AXi) or are in a
grace period preceding repayment.

“(2) For the purpose of paragraph (1)XA), the total principal
amount of defaulted loans is equal to the total amount borrowed
under loans that have reached repayment status and that are in
default, minus—

“(A) amounts that have been repaid or cancelled on such

loans;

*(B) loans discharged in bankruptcy;

“(C) loans referred or assigned to the Secretary for collection
under paragraph (5)(A), (5XB)i), or (6) of section 463(a); and

“(D) loans that are in default but on which the borrowers
have made satisfactory arrangements to resume payment.

“(3) A loan shall be considered to be in default—

“(A) 120 days (in the case of a loan repayable monthly), or

“(B) 180 days (in the case of a loan repayable quarterly),
after the borrower fails to make an installment payment when due
or to comply with other terms of the promissory note.

“(i) FiLing DEADLINES.—The Secretary shall, from time to time,
set dates before which institutions must file applications for alloca-
tions under this part.

“(j) ReaLLocaTiOoN oF Excess ArrocaTtions.—If an institution re-
turns to the Secretary any portion of the sums allocated to such
institution under this section for any fiscal year the Secretary shall,
in accordance with regulations, reallocate such excess to other
institutions.

“AGREEMENTS WITH INSTITUTIONS OF HIGHER EDUCATION

“SEc. 463. (a) CONTENTS OF AGREEMENTS.—An agreement with any
institution of higher education for the payment of Federal capital
contributions under this part shall—

“(1) provide for the establishment and maintenance of a
student loan fund for the purpose of this part;
“2) Provide for the deposit in such fund of—

‘(A) Federal capital contributions from funds appro-
priated under section 461;

“(B) a capital contribution by such institution in an
amount equal to not less than one-ninth of the amount of
the Federal capital contributions described in subpara-
graph (A);

“(C) collections of principal and interest on student loans
made from deposited funds;
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‘D) charges collected pursuant to regulations under sec-
tion 464(c)X1)H); and
“(E) any other earnings of the funds;
. “(3) provide that such student loan fund shall be used only
or—
“(A) loans to students, in accordance with the provisions
of this part;
“(B) administrative expenses, as provided in subsection

);

“(C) capital distributions, as provided in section 466; and

“(D) costs of litigation, and other collection costs agreed
to by the Secretary in connection with the collection of a
loan from the fund (and interest thereon) or a charge
assessed pursuant to regulations under section 464(c)1)H);

‘“(4) provide that where a note or written agreement evidenc- Reporis.
ing a note has been in default for (A) 120 days, in the case of a
loan which is repayable in monthly ins nts, or (B) 180
days, in the case of a loan which is repayable in less frequent
installments, notice of such default shall be given to the Sec-
retary in a report describing the total number of loans from
such fund which are in such default, and made to the Secretary
at least semiannually;

“(5) provide that where a note or written agreement evidenc-
ing a loan has been in default despite due diligence on the part
of the institution in attempting collection thereon—

“(A) if the institution has knowingly failed to maintain
an acceptable collection record with respect to such loan, as
determined by the Secretary in accordance with criteria
established by regulation, the Secretary may—

“(i) require the institution to assign such note or
agreement to the Secretary, without recompense; and

“(ii) apportion any sums collected on such a loan, less
an amount not to exceed 30 ’pement. of any sums col-
lected to cover the Secretary’s collection costs, among
other institutions in accordance with section 462; or

“(B) if the institution is not one described in subpara-
graph (A), the Secretary may—

“(i) allow such institution to transfer its interest in
such loan to the Secretary, for collection, and the Sec-
retary may use any collections thereon (less an amount
not to exceed 30 percent of any such sums collected to
cover the Secretary’s collection costs) to make alloca-
tions to institutions of additional capital contributions
in accordance with section 462; or

‘(i) allow such institution to refer such note or
agreement to the Secretary, without recompense,
except that any sums collected on such a loan (less an
amount not to exceed 30 percent of any such sums
collected to cover the Secretary’s collection costs) shall
be repaid to such institution no later than 180 days
after collection by the Secretary and treated as an
additional capital contribution;

“(6) provide that, iF an institution of higher education deter-
mines not to service and collect student loans made available
from funds under this part, the institution will assign, at the
beginning of the repayment period, notes or evidence of obliga-
tions of student loans made from such funds to the Secretary
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and the Secretary shall apportion any sums collected on such
notes or obligations (less an amount not to exceed 30 percent of
any such sums collected to cover that Secretary’s collection
costs) among other institutions in accordance with section 462;

“(7) provide that, notwithstanding any other provision of law,
the Secretary will provide to the institution any information
with respect to the names and addresses of borrowers or other
relevant information which is available to the Secretary, from
whatever source such information may be derived;

“(8) provide assurances that the institution will comply with
the provisions of section 463A;

“(9) provide that the institution of higher education will make
loans first to students with exceptional need; and

“(10) include such other reasonable provisions as may be
necessary to protect the United States from unreasonable risk
of loss and as are agreed to by the Secretary and the institution.

“(b) ADMINISTRATIVE EXPENSES.—An institution which has entered
into an agreement under subsection (a) shall be entitled, for each
fiscal year during which it makes student loans from a student loan
fund established under such agreement, to a payment in lieu of
reimbursement for its expenses in administering its student loan
program under this part during such year. Such payment shall be
made in accordance with section 485.

“(c) CooPERATIVE AGREEMENTS WiTH CREDIT BUREAU ORGANIZA-
T10NS.—(1) For the purpose of promoting responsible repayment of
loans made pursuant to this part, the Secretary shall enter into
cooperative agreements with credit bureau organizations to provide
for the exchange of information concerning student borrowers
concerning whom the Secretary has received a referral pursuant to
section 467,

“(2) Each cooperative agreement made pursuant to paragraph (1)
shall be made in accordance with the requirements of section 430A
except that such agreement shall provide for the disclosure by the
Secretary to such organizations, with respect to any loan for which
the Secretary is responsible, of—

. “(A) the date of disbursement and the amount of any such
oan;

“(B) information concerning collection of any such loan,
including information concerning the status of any defaulted
loan; an

“(C) the date of cancellation of the note upon completion of
repayment by the borrower of any such loan.

“(3) %?otwithstandjng garagraphs (4) and (6) of subsection (a) of
section 605 of the Fair Credit Reporting Act (15 U.S.C. 1681c (a)4),
(a)(6)), a consumer reporting agency may make a report containing
information received from the Secretary regarding the status of a
borrower’s account on a loan made under this part until—

“(A) T years from the date on which the Secretary accepted an
assignment or referral of a loan, or

‘“B) T years from the date the Secretary first reports the
account to a consumer reporting agency, if that account has not
been previously repo by any other holder of the note.

“STUDENT LOAN INFORMATION BY ELIGIBLE INSTITUTIONS

“Sec. 463A. (a) DiscLosURE REQUIRED PRIOR TO DISBURSEMENT.—
Each institution of higher education, in order to carry out the
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provisions of section 463(a)8), shall, at or prior to the time such
institution makes a loan to a student borrower which is made under
this part, provide thorough and adequate loan information on such
loan to the student borrower. Any disclosure required by this subsec-
tion may be made by an institution of higher education as part of
the written application material provided to the borrower, or as part
of the promissory note evidencing the loan, or on a separate written
form ?rovided to the borrower. The disclosures s include—

‘(1) the name of the institution of higher education, and the
address to which communications and payments should be sent;

“(2) the principal amount of the loan;

“(3) the amount of any charges collected by the institution at
or prior to the disb of the loan and whether such charges
are deducted from the proceeds of the loan or paid separately by
the borrower;

“(4) the stated interest rate on the loan;

“(5) the yearly and cumulative maximum amounts that may
be borrowed;

“(6) an explanation of when repayment of the loan will be
required and when the borrower will be obligated to pay in-
terest that accrues on the loan;

“(7) a statement as to the minimum and maximum repayment
term which the institution may impose, and the minimum
monthly payment required by law and a descriEtion of any
¥enalty imposed as a consequence of default, such as liability

or expenses reasonably incurred in attempts by the Secretary
or institutions to collect on a loan;

“(8) a statement of the total cumulative balance owed by the
student to that institution, the projected level of indebtedness of
the student based on a 2- or 4-year college career, and an
estimate of the projected monthly reﬁiyment given the level of
indebtedness over a 2-, 4-, or 5-year college career;

“(9) an explanation of any special options the borrower may
have for loan consolidation or other refinancing of the loan;

“(10) a statement that the borrower has the right to prepay
all or part of the loan, at any time, without penalty, a statement
summarizing circumstances in which repayment of the loan or
interest that accrues on the loan may be deferred, and a brief
notice of the program for repayment of loans, on the basis of
military service, pursuant to section 902 of the Department of
Defense Authorization Act, 1981 (10 U.S.C. 2141, note);

“(11) a definition of default and the consequences to the
borrower if the borrower defaults, including a statement that
the default may be reported to a credit bureau or credit report-
Ing agency; .

‘(12) to the extent practicable, the effect of accepting the loan
on the eligibility of the borrower for other forms of student
assistance; and

“(13) an explanation of any cost the borrower may incur in
the making or collection of the loan.

“(b) DiscLosURE REQUIRED PriOR TO REPAYMENT.—Each institu-
tion of higher education shall enter into an agreement with the
Secretary under which the institution will, prior to the start of the
repayment period of the student borrower on loans made under this
part, disclose to the student borrower the information required
under this subsection. Any disclosure required by this subsection
may be made by an institution of higher education either in a
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promissory note evidencing the loan or loans or in a written state-
ment provided to the borrower. The disclosures shall include—
‘(1) the name of the institution of higher education, and the
address to which communications and payments should be sent;

“(2) the scheduled date upon which the repayment period is to

I,
bﬂg.(l3) the estimated balance owed by the borrower on the loan
or loans covered by the disclosure as of the scheduled date on
which the repayment period is to begin (including, if applicable,
the estimated amount of interest to be capitalized);

“(4) the stated interest rate on the loan or loans, or the
combined interest rate of loans with different stated interest
rates;

“(5) the nature of any fees which may accrue or be charged to
the borrower during the repayment period;

“(6) the repayment schedule for all loans covered by the
disclosure including the date the first installment is due, and
the number, amount, and frequency of required payments;

“(7) an explanation of any special options the borrower may
have for loan consolidation or other refinancing of the loan;

“(8) the projected total of interest charges which the borrower
will pay on the loan or loans, assuming that the borrower
makes payments exactly in accordance with the repayment
schedule; and

“(9) a statement that the borrower has the right to prepay all
or part of the loan or loans covered by the disclosure at any
time without penalty.

“(c) CosTs AND E:mcrs or DiscLosures.—Such information shall
be available without cost to the borrower. The failure of an eligible
institution to provide information as required by this section shall
not (1) relieve a borrower of the obligation to repay a loan in
accordance with its terms, (2) provide a basis for a claim for civil
damages, or (3) be deemed to abrogate the obligation of the Sec-
retary to make payments with respect to such loan.

‘“TERMS OF LOANS

“Skc. 464. (a) Terms AND ConDITIONS.—(1) Loans from any student
loan fund established pursuant to an agreement under section 463 to
any student by any institution shall, subject to such conditions,
limitations, and requirements as the Secretary shall prescribe by
regulation, be made on such terms and conditions as the institution
may determine. )

“(2) The aggregate of the loans for all years made by institutions
of higher education from loan funds established pursuant to agree-
ments under this part may not exceed—

“(A) $18,000 in the case of any graduate or professional stu-
dent (as defined by regulations of the Secretary, and including
any loans from such funds made to such person before he
became a graduate or professional student);

“B) $9,000 in the case of a student who has successfully
completed 2 years of a program of education leading to a
hacheloty’s d ,dbut w}(13 has g'metd completed glil:llrﬁworkfntic‘;
essary for such a degree (determined under re, ons o
Secretary, and including any loans from such funds made to
such person before he became such a student); and

“ ,000 in the case of any other student.
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“(3) Regulations of the Secretary under paragraph (1) shall be
designed to prevent the impairment of the capital student loan
funds to the maximum extent practicable and with a view toward
the objective of enabling the student to complete his course of study.

“(b) DEMONSTRATION OF NEED AND ELigiBiLiTY REQUIRED.—(1) A
loan from a student loan fund assisted under this part may be made
only to a student who demonstrates financial need in accordance
Igih part F of this title and who meets the requirements of section

“(2) If the institution’s Federal capital contribution under section
462 is directly or indirectly based in part on the financial need
demonstrated by students attending the institution less than full
time, a reasonable proportion of the loans under this part shall be
made available to such students.

“(c) CoNTENTS OF LOAN AGREEMENT.—(1) Any agreement between
an institution and a student for a loan from a student loan fund
assisted under this part—

“(A) shall be evidenced by note or other written instrument
which, except as provided in paragraph (2), provides for repay-
ment of the principal amount of the loan, together with interest
thereon, in equal installments (or, if the borrower so requests, in
graduated periodic installments determined in accordance with
such schedules as may be approved by the Secretary) payable
quarterly, bimonthly, or monthly, at the option of the institu-
tion, over a period beginning nine months after the date on
which the student ceases to carry, at an institution of higher
education or a comparable institution outside the United States
approved for this pur by the Secretary, at least one-half the
normal full-time academic workload, and ending 10 years and 9
months after such date except that such period may begin
earlier than 9 months after such date upon the request of the
borrower;

“(B) shall include provision for acceleration of repayment of
the whole, or any part, of such loan, at the option of the
borrower;

*(C)Yi) may provide, at the option of the institution, in accord-
ance with regulations of the gecretary. that during the repay-
ment period of the loan, payments of principal and interest by
the borrower with respect to all outstanding loans made to the
student from a student loan fund assisted under this part shall
be at a rate equal to not less than $30 per month, except that
the institution may, subject to such lations, permit a bor-
rower to pay less than $30 per month for a period of not more
than one year where necessary to avoid hardship to the bor-
rower, but without extending the 10-year maximum repayment
period provided for in subparagraph (A) of this paragraph; and

“(ii) may provide that the total payments by a borrower for a
monthly or similar gayment period with respect to the aggre-
gate of all loans held by the institution may, when the amount
of a monthly or other similar payment is not a multiple of $5, be
rounded to the next highest whole dollar amount that is a
multiple of $5;

“(D) shall provide that the loan shall bear interest, on the
unpaid balance of the loan, at the rate of (i) 3 percent per year,
(ii) 4 nt per year in the case of any loan made on or after
July 1, 1981, or (iii) 5 percent per year in the case of any loan
made on or after r 1, 1981, except that no interest shall
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accrue (I) prior to the beginning date of repayment determined
under subparagraph (A)i), or (II) during any period in which
repayment is suspended by reason of paragraph (2);

“(E) unless the borrower is a minor and the note or other
evidence of obligation executed by him would not, under ap-
plicable law, create a binding obligation, shall provide that the
loan shall be made without security and without endorsement;

“(F) shall provide that the liability to repay the loan shall be
canceled upon the death of the borrower, or if he becomes
permanently and totally disabled as determined in accordance
with regulations of the Secretary;

“(G) shall provide that no note or evidence of obligation may
be assigned by the lender, except upon the transfer of the
borrower to another institution participating under this part
(or, if not so participating, is eligible to do so and is approved by
the Secretary for such purpose), to such institution, and except
as necessary to carry out section 463(a)(6);

“(H) pursuant to regulations of the Secretary, shall provide
for an assessment of a charge with respect to the loan for failure
of the borrower to pay all or part of an installment when due,
which shall include the expenses reasonably incurred in
attempting collection of the loan, to the extent permitted by the
Secretary, except that no charge imposed under this subpara-
graph shall exceed 20 percent of the amount of the monthly
payment of the borrower; and

‘(I) shall contain a notice of the system of disclosure of
information concerning default on such loan to credit bureau
organizations under section 463(c).

“(2XA) No repayment of principal of, or interest on, any loan from
a student loan Fa mteg

und ass under this part shall be required during

any period in which the borrower—

Armed Forces.

22 USC 2501
note.
42 USC 4951
note.

26 USC 501.

‘(i) is carrying at least one-half the normal full-time academic
workload at an institution of higher education or at a com-
parable institution outside the United States which is approved
for this purpose by the Secretary;

“(ii) is a member of the Armed Forces of the United States, is
an active duty member of the National Oceanic and Atmos-
pheric Administration Corps, or is an officer in the Commis-
sioned Corps of the Public Health Service;

‘iii) is in service as a volunteer under the Peace Corps Act;

“(iv) is in service as a volunteer under the Domestic Volun-
teer Act of 1973;

“(v) is in service, comparable to the service referred to in
clauses (iii) and (iv), as a full-time volunteer for an organization
which is exempt from taxation under section 501(c}3) of the
Internal Revenue Code of 1954;

“(vi) is serving an internship, the successful completion of
which is required in order to receive professional recognition
required to begin professional practice or service;

“(vii) is temporarily totally disabled (as defined in section
435(g)), as established by sworn affidavit of a qualified physi-
cian, or during which the borrower is unable to secure employ-
ment by reason of the care required by a dependent who is so
disabled;

“(viii) is on parental leave, as defined in section 435(h); or

“(ix) is a mother with preschool age children who is just
entering or reentering the workforce and who is compensated at
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a rate not to exceed $1 in excess of the rate prescribed by section
6 of the Fair Labor Standards Act of 1938. 29 USC 206.
The period during which repayment may be deferred by reason of
clause (i), (iii), (iv), (v), or (vii) shall not exceed 3 years. The period
during which repayment may be deferred by reason of clause (vi)
shall not exceed 2 years. The period during which repayment may
be deferred by reason of clause (viii) shall not exceed 6 months. The
period during which the regayment may be deferred by reason of
clause (ix) shall not exceed 12 months.

‘“B) Any period during which repayment is deferred under
subparagraph (A) shall not be included in comxuting the 10-year
maximum period provided for in subparagraph (A) of paragraph (1).

“(C) No repayment of principal of, or interest on, any loan for any
period of study, service, or disability described in subparagraph (A)
or any combination thereof shall in until 6 months after the
completion of such period of study, service, disability, or combina-
tion thereof.

“(38XA) The Secretary is authorized, when good cause is shown, to
extend, in accordance with regulations, the 10-year maximum
repayment period provided for in subparagraph (A) of paragraph (1)
with respect to individual loans.

“(B) Pursuant to uniform criteria established by the Secretary, the Disadvantaged
repayment period for any student borrower who during the repay- persons.
ment period is a low-income individual may be extended for a period
not to exceed 10 years and the repayment schedule may be adjusted
to reflect the income of that individual.

“(4) The institution may elect—

“(A) to add the amount of any charge imposed under para-
graph (1)(H) to the principal amount of the loan as of the first
day after the day on which the installment was due and to

notifg' the borrower of the assessment of the charge; or

“(B) to make the amount of the charge payable to the institu-

tion not later than the due date of the next installment.

“(d) AvarLaBiLiTY oF LoAN FUND 10 ALL ELIGIBLE STUDENTS.—An
agreement under this part for payment of Federal capital contribu-
tions shall include provisions designed to make loans from the
student loan fund established fptmruant to such agreement reason-
ably available (to the extent of the available funds in such fund) to
all eligible students in such institutions in need thereof.

“CANCELLATION OF LOANS FOR CERTAIN PUBLIC SERVICE

“Sec. 465. (a) CANCELLATION OF PERCENTAGE OF DEBT BASED ON 20 USC 1087ee.
Years oF QUALIFYING SERVICE.—(1) The percent specified in para-
graph (3) of this subsection of the total amount of any loan made
after June 30, 1972, from a student loan fund assisted under this
part shall be canceled for each complete year of service after such
Eizz;te by the borrower under circumstances described in paragraph
“(2) Loans shall be canceled under paragraph (1) for service—
“(A) as a full-time teacher for service in an academic year in a
public or other nonprofit private elementary or secondary
school which is in the school district of a local educational
agency which is eligible in such year for assistance pursuant to

title I of the Elementary and Secondary Education Act of 1965, 20 USC 2701

and which for the purpose of this paragraph and for that year
has been determined by the Secretary (pursuant to regulations
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and after consultation with the State educational agency of the
State in which the school is located) to be a school in which the
enrollment of children counted under section 111(c) of the Ele-
mentary and Secondary Education Act of 1965 exceeds 30
percent of the total enrollment of that school and such deter-
mination shall not be made with respect to more than 50
percent of the total number of schools in the State receiving
assistance under such title I;

“(B) as a full-time staff member in a preschool program
carried on under section 222(a)(1) of the Economic Opportunity
Act of 1964 which is operated for a period which is comparable
to a full school year in the locality if the salary of such staff
member is not more than the salary of a comparable employee
of the local educational agency;

*(C) as a full-time teacher of handicapped children in a public
or other nonprofit elementary or secondary school system;

‘(D) as a member of the Armed Forces of the United States,
for services that qualifies for special pay under section 310 of
title 37, United States Code, as an area of hostilities; or

“(E) as a volunteer under the Peace Corps Act or a volunteer
under the Domestic Volunteer Service Act of 1973.

For the purpose of this paragraph, the term ‘handicapped children’
has the meaning set forth in section 602(1) of the Education of the
Handicapped Act.

“(8XA) The percent of a loan which shall be canceled under
paragraph (1) of this subsection is—

“(i) in the case of service described in subparagraph (A) or (C)
of paragraph (2), at the rate of 15 percent for the first or second
year of such service, 20 percent for the third or fourth year of
such service, and 30 percent for the fifth year of such service;

“(ii) in the case of service described in subparagraph (B) of
paragraph (2), at the rate of 15 percent for each year of such
service;

“(iii) in the case of service described in subparagraph (D) of
paragraph (2), not to exceed a total of 50 percent of such loan at
the rate of 12% percent for each year of qualifying service; or

“(iv) in the case of service described in subparagraph (E) of
paragraph (2) at the rate of 15 percent for the first or second
year of such service and 20 percent for the third or fourth year
of such service.

“(B) If a portion of a loan is canceled under this subsection for any
year, the entire amount of interest on such loan which accrues for
such year shall be canceled.

‘(C) Nothing in this subsection shall be construed to authorize
refunding of any repayment of a loan.

“(4) For the purpose of this subsection, the term ‘year’ where
applied to service as a teacher means academic year as defined by
the Secretary.

“5) The amount of a loan, and interest on a loan, which is
canceled under this section shall not be considered income for

of the Internal Revenue Code of 1954.

“(b) REIMBURSEMENT FOR CANCELLATION.—The Secretary shall pay
to each institution for each fiscal year an amount equal to the
aggregate of the amounts of loans from its student loan fund which
are canceled pursuant to this section for such year, minus an
amount equal to the aggregate of the amounts of any such loans so
canceled which were made from Federal capital contributions to its
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student loan fund provided by the Secretary under section 468. None
of the funds appropriated pursuant to section 461(b) shall be avail-
able for payments pursuant to this subsection.

“DISTRIBUTION OF ASSETS FROM STUDENT LOAN FUNDS

“Sec. 466. (a) IN GENERAL.—After September 30, 1996, and not 20 USC 1087ff.
later than March 31, 1997, there shall be a capital distribution of the
balance of the student loan fund established under this part by each
institution of higher education as follows:

“(1) The tary shall first be paid an amount which bears
the same ratio to the balance in such fund at the close of
September 30, 1996, as the total amount of the Federal capital
contributions to such fund by the Secretary under this part
bears to the sum of such Federal contributions and the institu-
tion’s capital contributions to such fund.

“(2) The remainder of such balance shall be paid to the
institution.

“(b) DisTRIBUTION OF LATE CoLLECTIONS.—After March 31, 1997,
each institution with which the Secretary has made an agreement
under this part, shall pay to the Secretary the same proportionate
share of amounts received by this institution after September 30,
1996, in payment of principal and interest on student loans made
from the student loan fund established pursuant to such agreement
(which amount shall be determined after deduction of any costs of
litigation incurred in collection of the principal or interest on loans
from the fund and not already reimbursed from the fund or from
such payments of principal or interest), as was determined for the
Secretary under su ion (a).

“(c) DistriBuTiON OF Excess CapitaL.—Upon a finding by the
institution or the Secretary J)rior to October 1, 1997, that the liquid
assets of a student loan fund established pursuant to an agreement
under this part exceed the amount required for loans or otherwise in
the foreseeable future, and upon notice to such institution or to the
Secretary, as the case may be, there shall be, subject to such
limitations as may be included in regulations of the Secretary or in
such agreement, a capital distribution from such fund. Such capital
distribution shall be made as follows:

“(1) The Secretary shall first be paid an amount which bears
the same ratio to the total to be distributed as the Federal
capital contributions by the Secretary to the student loan fund
prior to such distribution bear to the sum of such Federal
capital contributions and the capital contributions to the fund
made by the institution.

“2) remainder of the capital distribution shall be paid to
the institution.

“COLLECTION OF DEFAULTED LOANS

“Sec. 467. (a) AUTHORITY OF SECRETARY To CoLLECT REFERRED, Claims.
TRANSFERRED, OR ASSIGNED LoANs.—With respect to any loan— 20 USC 1087gg.
“(1) which was made under this part, and
“(2) which is referred, transferred, or assigned to the Sec-
retary by an institution with an agreement under section 463(a),
the Secretary is authorized to attempt to collect such loan by any
means authorized by law for collecting claims of the United gtat.es
(including referral to the Attorney General for litigation) and under
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such terms and conditions as the Secretary may prescribe, includin
reimbursement for expenses reasonably incurred in attempting sucﬁ
collection.

“(b) CoLLECTION OF REFERRED, TRANSFERRED, OR ASSIGNED
Loans.—The Secretary shall continue to attempt to collect any loan
referred, transferred, or assigned under paragraph (5)(A), (5XB)(i), or
(6) of section 463(a) until all appropriate collection efforts, as deter-
mined by the Secretary, have been expended.

“GENERAL AUTHORITY OF SECRETARY

“Sec. 468. In carrying out the provisions of this part, the Sec-
retary is authorized—

“(1) to consent to modification, with respect to rate of interest,
time of payment of any installment of principal and interest or
any portion thereof, or any other provision of any note evidenc-
ing a loan which has been made under this part;

*(2) to enforce, pay, compromise, waive, or release any right,
title, claim, lien, or demand, however acquired, including any
equity or any right of redemption;

“(3) to conduct litigation in accordance with the provisions of
section 432(a)(2); and

“(4) to enter into a contract or other arrangement with State
or nonprofit agencies and, on a competitive basis, with collec-
tio:}t ggencies or servicing and collection of loans under this
part.”.

(b) ErrecTIVE DATES.—(1) The changes made in sections
464(c)1)A), 464(cX2), and 465(a)2)XE) of the Act shall anly only to
loans made to cover the costs of instruction for periods of enrollment
beginning on or after July 1, 1987, to individuals who are new
borrowers on that date.

(2) Section 463(a)9) of the Act as amended by this section shall
apply only to loans made for periods of enrollment beginning on or
after July 1, 1987.

(3) For the purpose of this subsection, the term “new borrower”
means, with respect to any date, an individual who on that date has
no outstanding balance of Icrincipal or interest owing on any loan
made under part E of title IV of the Act.

SEC. 406. ADDITION OF A NEW PART F RELATING TO NEED ANALYSIS FOR
STUDENT ASSISTANCE.

(a) AMENDMENT.—Title IV of the Act is further amended by
redesignating part F as part G and by inserting after part E the
following new part:

“PArT F—NEED ANALYSIS

“AMOUNT OF NEED

“Sgc. 471. Except as otherwise provided therein, the amount of
need of any student for financial assistance under this title (except
subparts 1 and 3 of part A) is equal to the cost of attendance of such
student minus the expected family contribution for such student.

““COST OF ATTENDANCE

“Skc. 472, For the purpose of this title (except for subpart 1 of part
A and subject to section 478), the term ‘cost of attendance’ means—
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(1) tuition and fees normally assessed a student carrying the
same academic workload as determined by the institution, and
including costs for rental or purchase of any equipment, mate-
rialg, or supplies required of all students in the same course of
study;

“(2) an allowance for books, supplies, transportation, and
miscellaneous personal expenses for a student attending the
institution on at least a half-time basis, as determined by the
institution;

“(3) an allowance (as determined by the institution) for room
and board costs incurred bly the student which—

“(A) shall be an allowance of not less than $1,500 for a
student without dependents residing at home with parents;

“(B) for students without dependents residing in institu-
tionally owned or operated housing, shall be a standard
allowance determined by the institution based on the
amount normally assessed most of its residents for room
and board; and

“(C) for all other students shall be an allowance based on
the expenses reasonably incurred by such students for room
ggcéolaoard, except that the amount may not be less than

“(4) for less than half-time students (as determined by the
institution) tuition and fees and an allowance for only books,
supplies, and transportation (as determined by the institution)
and dependent care expenses (in accordance with paragraph (7));

“(5) for a student engaged in a program of study by cor-
respondence, only tuition and fees and, if required, books and
gu;f}_pﬁ_?ls.iintravel, anixt.le;oom.g; df idential tli}:lmng e
in fu g arequ period of residenti ;

“(6) for a sﬁ%ent enrolled in an academic program which
normally includes a formal program of study abroad, reason-
able costs associated with such study (as determined by the
institution);

“(7) for a student with one or more dependents, an allowance
(as determined by the institution) based on the expenses reason-
ably incurred for dependent care based on the number and age
of such dependents;

“(8) for a handicapped student, an allowance (as determined
by the institution) for those expenses related to his or her
handicap, including special services, transportation, equipment,
and supplies that are reasonably incurred and not provided for
by other assisting agencies; and

“(9) for a student receiving all or part of his or her instruction
by means of telecommunications technology, no distinction
shall be made with respect to the mode of instruction in deter-
mining costs, but this paragraph shall not be construed to
permit including the cost of rental or purchase of equipment.

“FAMILY CONTRIBUTION

“Sec. 473. For the purpose of this title, except subparts 1 and 38 of
part A, the term ‘family contribution’ with respect to any student
means the amount which the student and his or her family may be
reasonably expected to contribute toward his or her postsecondary
education for the academic year for which the determination is
made, as determined in aooordvance with this part.

Handicapped
persons.

20 USC 108Tmm.
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“DATA ELEMENTS USED IN DETERMINING EXPECTED FAMILY
CONTRIBUTION

20 USC 1087nn. “Sgec. 474. The following data elements are considered in deter-
mining the expected family contribution:

“(1) the available income of (A) the student and his or her
spouse, or (B) the student (and spouse) and the student’s par-
ents, in the case of a dependent student;

“(2) the number of dependents in the family of the student;

“(3) the number of dependents in the family of the student
who are enrolled in, on at least a half-time basis, a program of
postsecondary education and for whom the family may reason-
ably be expected to contribute to their postsecondary education;

“(4) the net assets of (A) the student and his or her spouse,
and (B) the student (and spouse) and the student’s parents, in
the case of a dependent student;

“(5) the marital status of the student;

“(6) any unusual medical and dental expenses of (A) the
student and the student’s parents, in the case of a dependent
student, or (B) the student and his or her dependents, in the
case of an independent student;

“(7T) the number of dependent children other than the student
enrolled in a private elementary or secondary institution and
the unreimbursed tuition paid (A) in the case of a dependent
student, by the student’s parents for such dependent children,
or (B) in the case of an independent student with dependents, by
the student or his or her spouse for such dependent children
who are so enrolled; and

“(8) the additional expenses incurred (A) in the case of a
dependent student, when both parents of the student are em-
ployed or when the family is headed by a single parent who is
employed, or (B) in the case of an independent student, when
both the student and his or her spouse are employed or when
the employed student qualifies as a surviving spouse or as a
head of a household under section 2 of the Internal Revenue

26 USC 2. Code of 1954.
“FAMILY CONTRIBUTION FOR DEPENDENT STUDENTS
20 USC 1087o0. “Skc. 475. (a) CompuTATION OF ExPECTED FAMILY CONTRIBUTION.—
For each dependent student the expected family contribution is
equal to the sum of—

“(1) the parents’ contribution from adjusted available income
(determined in accordance with subsection (b));
“(2) the student (and spouse) contribution from available
income (determined in accordance with subsection (g)); and
“(3) the student (and spouse) income supplemental amount
from assets (determined in accordance with subsection (h)).
“() Pagrents’ CONTRIBUTION FROM ADJUSTED AVAILABLE
IncoMe.—The parents’ contribution from adjusted available income
is equal to the amount determined by—
“(1) computing adjusted available income by adding—
“(A) the parents’ available income (determined in accord-
ance with subsection (c)); and
‘“(B) the parents’ income supplemental amount from
assets (determined in accordance with subsection (d));
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“(2) assessing such adjusted available income in accordance
with the assessment schedule set forth in subsection (e); and
“(8) dividing the assessment resulting under paragraph (2) by

the number of family members who will be atten
least a half-time basis, a program of postsecond

djﬁ' on at
ary education

during the award period for which assistance under this title is

requested;

except that the amount determined under this subsection shall not

be less than zero.
“(c) PARENTS' AVAILABLE INCOME.—

‘(1) In ceNERAL.—The parents’ available income is deter-
mined by deducting from total income (as defined in section

)_
“(A) Federal income taxes;

“(B) an allowance for State and other taxes, determined

in accordance with paragraph (2);

“(C) an allowance for social security taxes, determined in

accordance with paragraph (3);

“(D) a standard maintenance allowance, determined in

accordance with paragraph (4);

‘E) an employment expense allowance, determined in

accordance with paragraph (5);

“(F) a medical-dental expense allowance, determined in
accordance with paragraph (6); and
“(G) an educational expense allowance, determined in

accordance with paragraph (7).

“(2) ALLOWANCE FOR STATE AND OTHER TAXES.—The allowance
for State and other taxes is equal to an amount determined by
multiplying total income (as defined in section 480) by a
percentage determined according to the following table (or a
successor table prescribed by the Secretary under section 479):

“‘Percentages for Computation of State and Other Tax Allowance

If parents' State or territory of residence is—

And parents’ total income is—

less than
$15,000 or

$15,000 more

Alaska, Puerto Rico, Wyommia
American Samoa, uisiana, Nevada..
Texas, Trust Territory, Virgin Islands... L
Florida, South Dakota, ennesaee, New Mexico .......
North Dakota, Washington
Alabama, Arizona, Arkansas, Indiana, Mississippi,
Missouri, Montana, New Hampshire, Oklaho-
ma, West Virginia
Colorado, Connecticut, Georgia, Illinois, Kansas,
Kentucky
California, Delaware, Idaho, lowa, Nebraska,
North Carolina, Ohio, Pennsylvania, South
Carolina, Utah, Vermont, Virginia, Canada,
Mexico
Maine, New Jerse
District of Columbia, Hawaii, Marylzmd Mam-
chusetts, Oregon, Rhode Island... -
Michigan, Minnesota
Wisconsin
New York
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“(3) ALLOWANCE FOR SOCIAL SECURITY TAXES.—The allowance
for social security taxes is equal to the amount earned by each
parent multiplied by the social security withholding rate appro-
priate to the tax year of the earnings, up to the maximum
statutory social security tax withholding amount for that same
tax year.

“(4) STANDARD MAINTENANCE ALLOWANCE.—The standard
maintenance allowance is the amount of reasonable living ex-
penses that would be associated with the maintenance of an
individual or family. The standard maintenance allowance is
determined by the following table (or a successor table pre-
scribed by the Secretary under section 479):

“Standard Maintenance Allowance

Family Size Number in College
For each
(including student) 1 2 3 4 5 additional
substract:
2 $8,380  $6,950
3 10,440 9,010  $7,580
4 12,890 11,460 10,080  $8,600
5 15210 13,780 12,350 10,920 $8,490
6 17,790 16,360 14,930 13,500 12,070 1,430
For each 2,010 2,010 2,010 2,010 2,010
additional add:

26 USC 2.

“(5) EMPLOYMENT EXPENSE ALLOWANCE.—The employment
expense allowance is determined as follows:

“(A) If both parents were employed in the year for which
their income is reported and both have their incomes
reported in determining the expected family contribution,
such allowance is equal to the lesser of $2,100 or 35 percent
of the earned income of the parent with the lesser earned
mncome.

“(B) If a parent qualifies as a head of household as
defined in section 2 of the Internal Revenue Code, such
allowance is equal to the lesser of $2,100 or 35 percent of his
or her earned income.

For any award year after award year 1987-1988, this paragraph
shall be applied by increasing the dollar amount specified in
subparagraphs (A) and (B) to reflect increases in the amount
and percent of the Bureau of Labor Standards budget of the
marginal costs for meals away from home, apparel and upkeep,
transportation, and housekeeping services for a two-worker
versus one-worker family.

“(6) MEDICAL-DENTAL EXPENSE ALLOWANCE.—The medical-
dental expense allowance is equal to the amount by which the
sum of unreimbursed medical and dental expenses, including
medical insurance premiums, exceeds 5 percent of the total
income of the parents.

“(7T) EDUCATIONAL EXPENSE ALLOWANCE.—The educational
expense allowance is equal to the unreimbursed tuition and fees
paid by the student’s parents for each dependent child, other
than the student, enrolled in an elementary or secondary
school, not to exceed for each such child the national average
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per pupil instructional cost as published by the National Center
for Educational Statistics using the most recent available data.
“(d) PAReNTS' INCOME SUPPLEMENTAL AMOUNT FrOM ASSETS.—
“(1) IN ceNERAL.—The parents’ income supplemental amount
from assets is equal to—

“(A) the parental net worth (determined in accordance
with paragraph (2)); minus

‘(B) the asset protection allowance (determined in accord-
ance with paragraph (3)); multiplied by

‘/C) the asset conversion rate (determined in accordance
with paragraph (4)).

“(2) PARENTAL NET WORTH.—The parental net worth is cal-
culated by adding—

“(A) the current balance of checking and savings ac-
counts and cash on hand;

“(B) the net value of investments and real estate, includ-
ing the net value of the principal place of residence except
in the case of a dislocated worker (certified in accordance
with title III of the Job Training Partnership Act) or a 29 USC 1651.
dislocated homemaker (as defined in section 480(e) of this
Act); and

“(C) the adjusted net worth of a business or farm, com-
puted on the basis of the net worth of such business or farm
(hereafter in this subsection referred to as ‘NW’), deter-
mined in accordance with the following table (or a successor
table prescribed by the Secretary under section 479):

“Adjusted Net Worth of a Business or Farm

If the net worth (;rg i business or farm Then the adjusted net worth is:

Less than $1 $0

$1-$65,000 40 6perr:ent of NW

$65,001-$195,000 $2$é0500 plus 50 percent of NW over

000
$195,001-3325,000 Sgé.ﬂ'ﬂ'ﬂ plus 60 percent of NW over
195,000
$325,001 or more $169.00303Ius 100 percent of NW over
$325,

“(3) ASSET PROTECTION ALLOWANCE.—The asset protection
allowance is calculated according to the following table:

‘‘Asset Protection Allowances for Families and Students

And there are

If the age of the oldest parent is—
two parents one parent

then the asset protection

allowance' js—

25 or less $0 $0

1,800 1,500
27 : % 3,900 3,000
28 5,800 4,500
29 7,800 6,100
30 . 9,700 7,600
31 ; 11,700 9,100
32 ] : 13,600 10,600

71-194 0 - 89 - 13 : QL. 3 Part2
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“Asset Protection Allowances for Families and Students—Continued
And there are
If the age of the oldest parent is—
two parents one parent
33 15,600 12,100
34 17,500 13,600
35 19,500 15,100
36 21,400 16,600
37 23,400 18,200
38 25,300 19,700
39 27,300 21,200
40 29,200 22,700
41 30,000 23,200
42 30,800 23,800
43 31,600 24,200
44 32,500 24,800
45 33,300 25,400
46 34,200 26,100
47 35,200 26,700
48 36,100 27,200
49 37,300 27,900
50 38,300 28,800
51 39,600 29,500
52 40,900 30,300
53 42,000 31,000
54 43,400 32,000
55 44,800 32,800
56 46,300 33,800
57 48,100 34,600
58 49,700 35,700
59 51,600 36,800
60 53,300 37,900
61 ; 39,000
62 57,400 40,200
63 59,600 41,400
64 61,800 42,600
65 or more 64,100 44,100

“(4) ASSET CONVERSION RATE.—The asset conversion rate is
determined as follows:

“(A) if the parental net worth (determined in accordance
with paragraph (2)) minus the asset protection allowance
(determined in accordance with paragraph (3)) is equal to or
greater than zero, the conversion rate is 12 percent;

“(B) if such parental net worth minus such asset protec-
tion allowance is less than zero and the parents’ contribu-
tion from available income (determined in accordance with
subsection (c)) is greater than $15,000, the conversion rate is
zero percent;

“ (Be if such parental net worth minus such asset protec-
tion allowance is less than zero and such parents’ available
income is equal to or greater than zero but less than
$15,000, the conversion rate (rounded to 3 decimal places) is
equal to 6 percent multiplied by a fraction—

“(i) the numerator of which is equal to $15,000 minus
such parents’ available income; and
“(ii) the denominator of which is $15,000; and

“(D) if such parental net worth minus such asset protec-
tion allowance is less than zero and such parents’ available
income is equal to or less than zero, the conversion rate is 6
percent.
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“(e) AssessMENT ScHEDULE.—The adjusted available income (as
determined under subsection (b)1) and hereafter in this subsection
referred to as ‘AAI') is assessed according to the following table (or a
successor table prescribed by the Secretary under section 479).

“Parents’ Assessment From Adjusted Available Income (AAI)

If AAL is— Then the assessment is—
Less than $3,409 —$750
$3,409 to $7,500 229 of AAl
$7,501 to $9,400 $1,650 + 25% of AAI over §7,500
$9,401 to $11,300 $2,125 + 29% of AAI over $9,400
$11,301 to $13,200 $2,676 + 34% of AAI over $11,300
$13,201 to $15,100 $3,322 + 40% of AAI over $13,200
$15,101 or more $4,082 + 47% of AAI over $15,100

“(f) ComPUTATIONS IN CASE OF SEPARATION, DIVORCE, REMARRIAGE,
OR DEATH.—

“(1) DIVORCED OR SEPARATED PARENTS.—Income for a student
whose parents are divorced or separated is determined under
the followin, ﬁlproceduree

“(A) Include oﬂr the income of the parent with whom
the student resided for the greater portion of the 12-month
period preceding the date of the application.

“B) If the preceding criterion does not a ef{:vply, include
only the income of the parent who provided the greater
portion of the student’s support for the 12-month period
preceding the date of application.

“(C) If neither of the preceding criteria apply, include
only the income of the parent who provided the greater
support during the most recent calendar year for which
parental support was provided.

“(2) DEATH OF A PARENT.—Income in the case of the death of
any parent is determined as follows:

“(A) If either of the parents have died, the student shall
include only the income of the surviving parent.

“(B) If both parents have died, the student shall not
report any parental income.

“(3) REMARRIED PARENTS.—Income in the case of a parent
whose income is taken into account under paragraph (1) of this
subsectmn. or a parent who is a widow or widower and whose
income is taken into account under paragraph (2) of this subsec-
tion, has remarried, is determined as follows: The income of
that parent’s spouse shall be included in determining the stu-
dent’s annual adjusted family income if—

“(A) the student’s nt and the stepparent are married
as of the date of app i: cation for the award year concerned;

an
“(B) the student is not an independent student.
“(g) STupENT CONTRIBUTION FROM AVAILABLE INCOME.—
“(1) IN GeNERAL.—The student (and spouse) contribution from
available income is equal to the greater of—
“(A) a mandatory self-help amount of $700 for a first-year
undergraduate student;
‘“(B) a mandatory self- help amount of $300 for any other
student; or
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“(C) an amount equal to 70 percent of the student’s total
income (determined in accordance with section 480) minus
the adjustment to student (and spouse) income (determined
in accordance with paragraph (3)).

“(2) ADJUSTMENT TO STUDENT (AND SPOUSE) INCOME.—The
a;ljustment to student (and spouse) income is equal to the sum
0 —

“(A) estimated Federal income taxes of the student (and
spouse);

“(B) an allowance for State and local income taxes (deter-
mined in accordance with paragraph (3)); and

“(C) an allowance for social security taxes determined in
accordance with paragraph (4).

“(3) ALLOWANCE FOR STATE AND LOCAL INCOME TAXES.—The
allowance for State and local income taxes is equal to an
amount determined by multiplying total taxable income (as
defined in section 480) by a percentage determined according to
the following table:

“Percentages for Computation of State and Local Income Tax Allowance

If the students’ State or territory of residence is— The pfi.'srient.age

Alaska, American Samoa, Florida, Guam, Nevada, South
Dakot.a Tennessee, Texas, Trust Territory, Virgin Islands
Washmgwn Wyoming

Connecticut, Louisiana, Puerto Rico

Arizona, New Hampshire, New Mexico, North Dakota .................

Alabama, Colorado, Illinois, Indiana, Kansas, Mississippi, Mis-
souri, Montana, Nebraska, New Jersey, Oklahoma... i

Arkansas, Georgia, Iowa, Kentucky, Maine, Pennsy[vanm,
Utah, Vermont, Virginia, West Virginia, Canada, Mexico........

Cahfornla. Idaho, Massachusetts, North Carolina, Ohio, Rhode

Island, South Carolina
Hawaii, Maryland, Michigan, Wisconsin
Delaware, District of Columbia, Minnesota, Oregon..........cccoccununne
New York

W B W NS

“(4) ALLOWANCE FOR SOCIAL SECURITY TAXES.—The allowance
for social security taxes is equal to the amount earned by the
student (and spouse) multiplied by the social security withhold-
ing rate appropriate to the tax year of the earnings, up to the
maximum statutory social security tax withholding amount for
that same tax year.

“(h) STUDENT (AND SPOUSE) INCOME SUPPLEMENTAL AMOUNT FrROM

Assers.—The student (and spouse) supplemental income amount
from assets is determined by multiplying by 35 percent the sum of—

29 USC 1651.

“(1) the current balance of checking and savings accounts and
cash on hand; and

“(2) the net value of investments and real estate, including
the net value in the principal place of residence except in the
case of a dislocated worker (certified in accordance with title III
of the Job Training Partnership Act) or a dislocated homemaker
(as defined in section 480(e) of this Act).
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“FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS WITHOUT
DEPENDENTS

“Skc. 476. (a) CoMPUTATION OF EXPECTED FAMILY CONTRIBUTION.— 20 USC 1087pp.
For each independent student without dependents (including a
spouse), the expected family contribution is equal to the sum of—

“(1) the student’s contribution from income (determined in
accordance with subsection (b)); and

“(2) the student’s income supplemental amount from assets
(determined in accordance with subsection (c)).

“(b) STUDENT'Ss CONTRIBUTION FrROM INCOME.—

“(1) IN ceNERAL.—The student’s contribution from income is
determined by—

“(A) computing the student’s available taxable income by
deducting from the student’s adjusted gross income—
‘(i) Federal income taxes;
“(ii) an allowance for State and local income taxes,
determined in accordance with paragraph (2);
“(iii) the allowance for social security taxes, deter-
mined in accordance with ph (3); and
“(iv) a maintenance allowance for periods of non-
enrollment not to exceed $600 per month;
“(B) assessing such available taxable income in accord-
ance with ph (4); and
“(C) adding to the assessment resulting under subpara-
graph (B) the amount of the untaxed income and benefits of
the student (determined in accordance with section 480(c)),
except that the student’s contribution from income shall not be
less than $1,200.

“(2) ALLOWANCE FOR STATE AND LOCAL INCOME TAXES.—The
allowance for State and local income taxes is equal to an
amount determined by multiplying total taxable income (as
defined in section 480) by a percentage determined according to
the followmﬁ table (or a successor table prescribed by the
Secretary under section 479):

“Percentages for Computation of State and Local Income Tax Allowance

If the students’ State or territory of residence is— Foe peis_ .

Alaska, American Samoa, Florida, Guam, Nevada, South
%akota, ‘I‘ennesaee. Texas, Trust Territory, Virgin Islands,
ashington, W
Connecticut, Louisiana, E’uert.o Rico
Arizona, New Hampshire, New Mexico, North Dakota ... -
ma, Colorado, Illinois, Indiana, Kansas, M.isaissippi. Mis-
souri, Montana, Nebraska, New Jersey, Oklahoma.........cco........
Georgia, lowa, Kentucky, Maine, Pennsylvania,
Utah, Vermonf., Virginia, West Virginia, Mexico........
rnia, Idaho, Massachusetts, North Carolina, Ohio, Rhode
Isla.nd, South Carolina

Hawaii, Maryland, Michigan, W'
gehw‘;’arek, District of Columbl.a, aneaota. Oregon....
ew Yor

O=1nen & W N—D

“(3) ALLOWANCE FOR SOCIAL SECURITY TAXES.—The allowance
for social security taxes is equal to the amount earned by the
student multiplied by the social security withholding rate
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29 USC 1651.

appropriate to the tax year of the earnings, up to the maximum
statutory social security tax withholding amount for that same
tax year.

“(4) ASSESSMENT OF AVAILABLE TAXABLE INCOME.—The stu-
dent’s available taxable income (determined in accordance with
paragraph (1)XA) of this subsection) is assessed as follows:

“(A) if such available taxable income is equal to or
greater than $0 but less than or equal to $8,900, then the
assessment is equal to T0 percent of such available taxable
income; and

‘“(B) if such available taxable income is greater than
$8,900, then the assessment is equal to $6,230 plus 90
percent of such available taxable income in excess of $8,900.

“(c) StupENT's INCOME SUPPLEMENTAL AMOUNT FrROM ASSETS.—

“(1) IN GeENERAL.—The student's income supplemental
amount from assets is equal to—

“(A) the student’s net worth (determined in accordance
with paragraph (2)); minus

“(B) the asset protection allowance (determined in accord-
ance with paragraph (3)); multiplied by

“(C) the asset conversion rate (determined in accordance
with paragraph (4)).

“(2) STUDENT'S NET WORTH.—The student’s net worth is cal-
culated by adding—

“(A) the current balance of checking and savings ac-
counts and cash on hand;

“(B) the net value of investments and real estate, includ-
ing the net value in the principal place of residence except
in the case of a dislocated worker (certified in accordance
with title III of the Job Training Partnership Act) or a
dislocated homemaker (as defined in section 480(e) of this
Act); and

“(C) the adjusted net worth of a business or farm, com-
puted on the basis of the net worth of such business or farm
(hereafter referred to as ‘NW’), determined in accordance
with the following table (or a successor table prescribed by
the Secretary under section 479):

“Adjusted Net Worth of a Business or Farm

If the net worth of a business or farm : 2
ol Then the adjusted net worth is—

Less than $1 £0

$1-$65,000 40 percent of NW

$65,001-$195,000 $26, 00000&:lus 50 percent of NW over
$195,001-$325,000 59% ,000 plus 60 percent of NW over
$325,001 or more $169, O'Iigoglus 100 percent of NW over

$325,

“(3) ASSET PROTECTION ALLOWANCE.—The asset protection
allowance is calculated according to the following table:
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“Asset Protection Allowances for Students

If the age of the student is— Then the satet profacion
25 or less 30
26 1,500
27 3,000
28 4,500
29 6,100
30 7,600
31 9,100
32 10,600
33 12,100
34 13,600
35 15,100
36 16,600
37 18.200
38 19700
39 21,200
40 22,700
41 23,200
42 23,800
43 24.&]0

-
S
g

&
g

85
g8
EH

2%
N5
g%

2
8
g

bl 29,500
52 30,300
53 31,000
54 32,000
55 32,800
56 33,800
57 34,600
58 35,700
59 36,800
60 37,900
61 39,000
62 40,200
63 41,400
64 42,600
65 or more 44,100

“(4) ASSET CONVERSION RATE.—The asset conversion rate is 35
percent.

“FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS WITH
DEPENDENTS

“Sec. 4'?7 (a) CompPUTATION OF ExPECTED FAMILY CONTRIBUTION.— 20 USC 1087qq.

For each dﬁtpendent student with dependents (mcludmg a spouse)
Ehe expected family contribution is equal to the amount determined

(1) computi justed available income by —
“(A) the fami y s available income {detarmm in accord-
ance with subsection (b)); and
‘B) the famil s income supplamental amount from
assets (determin accordance with subsection (c));
*(2) assessing such ad]unted available income in accordance
with an assessment schedule set forth in subsection (d); and
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“(8) dividing the assessment resulting under paragraph (2) by
the number of family members who will be attending, on at
least a half-time basis, a program of postsecondary education
during the award period for which assistance under this title is
requested;

except that the amount determined under this subsection shall not
be less than zero.
“(b) FAMILY'S AVAILABLE INCOME.—
“(1) IN GeENERAL.—The family’s available income is deter-
i%i&';ed by deducting from total income (as defined in section
“(A) Federal income taxes;
“(B) an allowance for State and other taxes, determined
in accordance with paragraph (2);
“(C) an allowance for social security taxes, determined in
accordance with paragraph (3);
“(D) a standard maintenance allowance, determined in
accordance with paragraph (4);
“(E) an employment expense allowance, determined in
accordance with paragraph (5);
“(F) a medical-dental expense allowance, determined in
accordance with paragraph (6); and
“(G) an educational expense offset, determined in accord-
ance with paragraph (7);
except that the family’s available income shall not be less than
$700 for a first year undergraduate student or $900 for any
other student.

‘2) ALLOWANCE FOR STATE AND OTHER TAXES.—The allowance
for State and other taxes is equal to an amount determined by
multiplying total income (as defined in section 480) by a
percentage determined according to the following table (or a
successor table prescribed by the Secretary under section 479):

“Percentages for Computation of State and Other Tax Allowance

And student's total income is—

If student’s State or territory of residence is— T thian $15,000 or
$15,000 more
then the percentage is—

Alaska, Puerto Rico, Wyoming.........c.cc.coemmeecnsicinnnes 3 2
American Samoa, Guam, Louisiana, Nevada.

Texas, Trust Territory, Virgin Islands... o 4 3
Florida, South Dakota, Tennessee, New Memco 5 4
North Dakota, Washmg'tnn 6 5
Alabama, Arizona, Arkansas, Indiana, Mlssl.sslppl.

Missouri, Montana, New Hampshire, Oklaho-

ma, West Virginia 7 6
Colorado, Connecticut, Georgia, Illinois, Kansas,

Kentucky 8
California, Delaware, Idaho, Iowa, Nebraska,

North Carolina, Ohio, Pennsylvania, South

Carolina, Utah, Vermont, Virginia, Canada,

Mexico 9 ., 8
Maine, New Jersey 10 9
District of Columbia, Hawaii, Maryland, Massa-

chusetts, Oregon, Rhode Island 11 10
Michigan, Mlnnesot.a 12 11

Wisconsin 13 12
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“Percentages for Computation of State and Other Tax Allowance—Continued

And student’s total income is—

less than $15,000 or
$15,000 more

If student's State or territory of residence is—

then the percentage is—
New York 14 13

“(3) ALLOWANCE FOR SOCIAL SECURITY TAXES.—The allowance
for social security taxes is equal to the amount earned by the
student and the student’s spouse multiplied by the social secu-
rity withholding rate appropriate to the tax year of the earn-
ings, up to the maximum statutory social security tax withhold-
ing amount for that same tax year.

“(4) STANDARD MAINTENANCE ALLOWANCE.—The standard
maintenance allowance is the amount of reasonable living ex-
penses that would be associated with the maintenance of an
individual or family. The standard maintenance allowance is
determined by the following table (or a successor table pre-
scribed by the Secretary under section 479):

“Standard Maintenance Allowance

Family size Number in college
For each
(including student) 1 2 3 4 5 additional
subtract:
2 $8,380  $6,950
3 10,440 9,010 7,580
4 12,890 11460 10,030  $8,600
5 15210 13,780 12,350 10,920 $8490
6 17,790 16,360 14,930 13,500 12,070 1,430
For each
additional add: 2,010 2,010 2,010 2,010 2,010

““(5) EMPLOYMENT EXPENSE ALLOWANCE.—The employment ex-
pense allowance is determined as follows:

“(A) If both the student and a spouse were employed in
the year for which their income is reported and both have
their incomes reported in determining the expected family
contribution, sucfallowance is equal to the lesser of $2,000
or 35 percent of the earned income of the student or spouse
with the lesser earned income.

“(B) If a student qualifies as a head of household as
defined in section 2 of the Internal Revenue Code, such 26 USC 2.
allowance is equal to the lesser of $2,100 or 35 percent of his
or her earned income.

For any award year after award year 1987-1988, this paragraph
shall be applied by increasing &e dollar amount specified in
subparagraphs (A) and (B) to reflect increases in the amount
and percent of the Bureau of Labor Standards budget of the
marginal costs for meals away from home, ap 1 and upkeep,
transportation, and housekeeping services for a two-worker
versus one-worker family.

“(6) MEDICAL-DENTAL EXPENSE ALLOWANCE—The medical-
dental expense allowance is equal to the amount by which the
sum of unreimbursed medical and dental expenses, including
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medical insurance premiums, exceeds 5 percent of the total
income of the family.

“(7) EDUCATIONAL EXPENSE ALLOWANCE.—The educational ex-
pense allowance is equal to the unreimbursed tuition and fees
paid by the student or the student’s spouse, or both, for each
dependent child, enrolled in elementary or secondary school,
not to exceed for each such child the national average per pupil
instructional cost as published by the National Center for Edu-
cational Statistics using the most recent available data.

“(c) FAMILY'S INCOME SUPPLEMENTAL AMOUNT FROM ASSETS.—

“(1) IN GeNErAL.—The family’s income supplemental amount
from assets is equal to—

“(A) the family net worth (determined in accordance with

ph (2)); minus

““(B) the asset protection allowance (determined in accord-
ance with paragraph (3)); multiplied by

“/C) the asset conversion rate (determined in accordance
with paragraph (4)).

“(2) FamMiLY NET WORTH.—The family net worth is calculated
by adding—

“(A) the current balance of checking and savings ac-
counts and cash on hand;

“(B) the net value of investments and real estate, includ-
ing the net value in the principal place of residence except
in the case of a dislocated worker (certified in accordance

29 USC 1651. with title IIT of the Job Training Partnership Act) or a
dislocated homemaker (as defined in section 480(e) of this
Act); and

“(C) the adjusted net worth of a business or farm, com-
puted on the basis of the net worth of such business or farm
(hereafter referred to as ‘NW’), determined in accordance
with the following table (or a successor table prescribed by
the Secretary under section 479):

“Adjusted Net Worth of a Business or Farm

If the net worth ql:'i business or farm Then the adjusted net worth is—

Less than §1 $0

$1-$65,000 40 percent of NW

$65,001-$195,000 82260500 0001.111.11; 50 percent of NW over

$195,001-8325,000 $91,000 plus 60 percent of NW over
5]95,0(&!

$325,001 or more $169,000 O‘]Iglu.u 100 percent of NW over
$325,

“(3) ASSET PROTECTION ALLOWANCE.—The asset protection
allowance is calculated according to the following table:
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‘““Asset Protection Allowances for Families and Students

And there are
If the age of the student is—
two spouses one spouse
then the asset protection
allowance is—

25 or less 30 $0
26 1,900 1,500
27 3,900 3,000
28 5,800 4,500
29 7,800 6,100
30 9,700 7,600
31 11,700 9,100
32 13,600 10,600
33 15,600 12,100
34 17,500 13,600
35 19,500 15,100
36 21,400 16,600
37 23,400 18,200
38 25,300 19,700
39 27,300 21,200
40 29,200 22,700
41 30,000 23,200
42 30,800 23,800
43 31,600 24,200
44 32,500 24,800
45 33,300 25,400
46 34,200 26,100
47 35,200 26,700
48 36,100 21,
49 37,300 27,900
50 38,300 28,800
51 39,600 29,500
52 40,900 30,300
53 42,000 31,000
54 43,400 82,000
55 44,800 32,800
56 46,300 33,800
57 48,100 34,600
58 49,700 35,700
59 51,600 36,800
60 53,300 37,900
61 ,300 39,000
62 57,400 40,200
63 59,600 41,400
64 61,800 42,600
65 or more 64,100 44,100

‘“(4) ASSET CONVERSION RATE.—The asset conversion rate is
determined as follows:

“(A) if the family’s net worth (determined in accordance
with paragraph (2)) minus the asset protection allowance
(determined in accordance with paragraph (3)) is equal to or
greater than zero, the conversion rate is 12 percent;

“(B) if such family’s net worth minus such asset protec-
tion allowance is less than zero and the family’s available
income (determined in accordance with subsection (c)) is
greater than $15,000, the conversion rate is zero percent;

“(C) if such family’s net worth minus such asset protec-
tion allowance is less than zero and such family’s available
income is equal to or greater than zero but less than
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20 USC 1087rr.

Regulations.

Federal
ister,
publication.

Federal

puglil:ati’on.

$15,000, the conversion rate is equal to 6 percent multiplied
by a fraction—
“(i) the numerator of which is equal to $15,000 minus
such family’s available income; ai%
*(ii) the denominator of which is $15,000; and
“(D) if such family’s net worth minus such asset protec-
tion allowance is less than zero and such family’s available
income is less than zero, the conversion rate is 6 percent.
“(d) AssessMENT ScHEDULE.—The adjusted available income (as
determined under subsection (a)1) and hereafter referred to as
‘AAT’) is assessed according to the following table (or a successor
table prescribed by the Secretary under section 479):

“Assessment From Adjusted Available Income (AAI)

If AAI is— Then the assessment is—
Less than $3,409 —§750
$3,409 to $7,500... 229% of AAI
$7,501 to $9,400 $1,650 + 25% of AAI over $7,500
$9,401 to $11,300 $2,125 + 29% of AAI over $9,400
$11,301 to $13,200 $2,676 + 34% of AAI aver $11,300
$13,201 to $15,100 $3,322 + 40% of AAI over $13,200
$15,101 or more $4,082 + 47% of AAI over §15,100

“REGULATIONS; UPDATED TABLES

“Sec. 478. (a) AurtHorrry To PrescriBE REGULATIONS RE-
sTrRICTED.—(1) Notwithstanding any other provision of law, the Sec-
remgmshall not have the authority to prescribe regulations to carry
out this part except—

“(A) to prescribe updated tables in accordance with subsec-
tions (b) through (e) of this section; or

“B) to p modifications in the need analysis methodol-
ogy required by this part.

“(2) Any regulation proposed by the Secretary that (A) updates
tables in a manner that does not comply with subsections (b)
through (e) of this section, or (B) that proposes modifications under
paragraph (1XB) of this subsection, s not be effective unless
approved by joint resolution of the Congress by May 1 following the
date such regulations are published in the Federal Register in
accordance with section 482. If the Congress fails to approve such
regulations by such May 1, the Secretary shall publish in the
Federal ister in accordance with section 482 updated tables for
the applicable award year that are prescribed in accordance with
subsections (b) through (e) of this section.

“(b) STANDARD MAINTENANCE ALLOWANCE.—For each academic
year after academic year 1987-1988, the Secretary shall publish in
the Federal Register a revised table of standard maintenance allow-
ances for the purpose of sections 475(cX4) and 477(b)4). Such revised
table shall be developed by increasing each of the dollar amounts
contained in the table in each such section by a percentage equal to
the estimated percentage increase in the Consumer Price Index (as
determined by the Secretary after consultation with the Advisory
Committee on Student Financial Assistance) between December
1986 and the December next preceding the beginning of such aca-
demic year, and rounding the result to the nearest $10.
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“(c) ApsusteD NET WORTH OF A FARM OR BusiNgss.—For each Federal
academic year after academic year 1987-1988, the Secretary shall Register,
publish in the Federal Register a revised table of adjusted net worth publication.
of a farm or business for the purpose of sections 475(dX2)(C),
476(c)2)C), and 4TT7(cX2)C). Such revised table shall be developed—

(1) by increasing each dollar amount that refers to net worth
of a farm or business by a percentage equal to the estimated
percentage increase in the Consumer Price Index (as deter-
mined by the Secretary after consultation with the Advisory
Ck?mrﬁ:dttee bc;n Sttﬁent u:mru.‘.lf;lll1 Assistance) b(;tweeﬁa 1983 and
the December ne receding ebegmm.ngo such academic
year, and muudmg the result to the nearest $5,000; and

“(2) d]_ustmg the dollar amounts ‘$26,000’, ‘$91,000,
and 1‘1$(116)9 ,000" to reflect the changes made pursuant to para-

“(d) Assrr ProtECTION ALLOWANCE.—For each academic year Federal
after academic year 1987-1988, the Secretary shall publish in the Reglgter,,
Federal Register a revised table of asset protection allowances for Publication.
purposes of sections 475(d)X3), 476(c)3), and 477(c)8). Such revised
table shall be developed by determmng the present value cost of an
annuity that would provide, for each age cohort, a supplemental
income at age 65 (adjusted for inflation) equal to the difference
between the moderate family income (as most recently determined
by the Bureau of Labor Statistics) and the current average social
secunty retirement benefits. In making such determinations—

‘(1) inflation shall be presumed to be 6 percent per year,

“(2) the rate of return ofP an annuity shall be presumed to be 8
percent; and

“(3) the sales commission on an annuity shall be presumed to
be 6 percent.

“(e) AssessMENT SCHEDULES AND RaTES.—(1) For each academic Federal
year after academic year 1987-1988, the Secretary shall publish in Register,
the Federal Register a revised table of assessments from adjusted Publication.
available income for the purpose of sections 475(e) and 477(d). Such
revised table shall be developed—

“(A) by increasing each dollar amount that refers to adjusted
available income by a }Ilnercentage ual to the estimated
percentage increase in the Consumer Price Index (as deter-
mined by the Secreta.r; after consultation with the Advisory
Committee on Student Financial Assmtance) between December
1986 and the December next preceding the beginning of such
academic year, rounded to the nearest $100; and

“(B) by adjusting the other dollar amounts to reflect the

changes made pursuant to subparagraph (A).

“(2) For each academic year after academic year 1987-1988, the
assessments made pursuant to section 476(bX4) shall be made—

“(A) by increasing each dollar amount that refers to adjusted
available income by a percentage equal to the estimated
percentage increase in the Consumer Price Index (as deter-
mined by the Secreta? after consultation with the Advisory
Committee on Student Financial Assistance) between December
1986 and the December next preceding the beginning of such
academic year, rounded to the nearest $100; and

“(B) by adjusting the other dollar amount to reflect the
changes made pursuant to subparagraph (A).

The Secretary shall publish in the Federal Register the adjustments Federal
required to carry out this paragraph. Register,

publication.
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“(f) DEFINTTION OF COoNSUMER PRICE INDEX.—As used in this sec-
tion, the term ‘Consumer Price Index’ means the Consumer Price
Index for Wage Earners and Clerical Workers published by the
Department of Labor. Each annual update of tables to reflect
changes in the Consumer Price Index shall be corrected for
misestimation of actual changes in such Index in previous years.

“SIMPLIFIED NEEDS TEST

“Sec. 479. (a) AppLicaBLE TO ALL TrTLE IV ProgrRAMS.—The Sec-
retamll use a simplified needs analysis for any provision of this
title n the elements set forth in paragraph (2) for the
calculation of the expected family contribution for families which
have adjusted gross incomes which are equal to or less than $15,000
Er year and which file a form 1040A pursuant to the Internal

venue Code of 1954.

“(b) ELEMENTS IN TEsTs.—The five elements to be used for the
simphﬁed needs analysis are—

(1) adjusted gross income,
“2) Federal and State taxes paid,
“(3) untaxed income and benefits,
“(4) the number of family members, and
;"(5} the number of family members in postsecondary edu-
cation.

“DISCRETION OF STUDENT FINANCIAL AID ADMINISTRATORS

“Sec. 479A. Nothing in this part shall be interpreted as limiting
the ability of the student financial aid administrator, on the basis of
adequate documentation, to make necessary adjustments to the cost
of attendance and expected family contribution computations to
allow for treatment of individual students with special cir-
cumstances. In addition, nothing in this part shall be interpreted as
limiting the ability of the student financial aid administrator to use
supplementary information about the financial status of eligible
applicants in selecting recipients and determining the amount of
al\;vartcllsl under subparts 1 and 2 of part A and parts B, C, and E of
this title.

“STUDENT ASSISTANCE AND OTHER FEDERAL PROGRAMS

“Sec. 479B. No portion of any student financial assistance re-
ceived by an individual from any program funded in whole or in
part under title IV of this Act which is used by that individual for
costs described in section 472 (1) and (2) of this title, shall be
considered as income or resources in determining eligibility for
assistance under any other program funded in whole or in part with
Federal funds.

“DEFINITIONS

“Sec. 480. As used mth.ls]&art

“(a) ToraL INcome.—(1) Except as provided in paragraphs (2) and
(3), the term ‘total income’ is equal to adjusted gross income plus
untaxed income and benefits for the preceding tax year.

“(2) The Secretary shall promulgate special re%:.\.latmns to permit,
in the computation of family contributions for the programs under
subpart 2 of part A and parts B, C, and E of this title for any
academic year the exclusion from famﬂy income of any proceeds of a
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sale of farm or business assets of that family if such sale results
from a voluntary or involuntary foreclosure, forfeiture, liquidation,
or bankruptcy.
“(8) Income in the case of a dislocated worker shall be the income
for the year for which the determination is made. For the purpose of
this subparagraph, a dislocated worker is a worker identified pursu-
ant to title III c.-ip the Job Training Partnership Act. 29 USC 1651.
“(b) UNTAXED INCOME AND BENEFITS OF PARENTS AND INDEPEND-
ENT STUpENTS WiTH DEPENDENTS.—The term ‘untaxed income and
benefits’ when applied to parent contributions or the contributions
of independent students with dependents (including spouses)
means—
“(1) the Federal income tax deduction for a married couple
when both work;
“(2) child support received;
“(3) welfare benefits, including aid to families with dependent
children under a State plan approved under part A of title IV of
the Social Security Act and aid to dependent children; 42 USC 601.
“(4) untaxed portions of unemp dg;nent compensation, except
in any case in which a student is a dislocated worker certified in
accordance with title III of the Job Training Partnership Act;
() workmen's compensation;
“(6) veterans benefits such as death pension, dependency and
indemnity compensation, and Veterans’ Administration voca-
tional rehabilitation program benefits (excluding educational
benefits);
“(T) educational benefits received under chapter 31 or chapter
34 of title 38, United States Code, by family members excluding 38 USC 1500 et
dependent students; seq., 1651 et seq.
‘(8) interest on tax-free bonds;
“(9) the amount of dividends exc]uded for Federal income tax
purposes;
“(10) untaxed portions of pensions and capital gains;
“(11) housing, food, and other living allowances (excluding
rent subsidies for low-income housing) for military, clergy, and
others (including cash payments and cash value of benefits);
“(12) Job Training Partnership Act noneducational benefits; 29 USC 1501
“(13) payments to individual retirement accounts and Keogh note.
accounts;
“(14) the amount of earned income credit claimed for Federal
income tax purposes;
““(15) credit for Federal tax on special fuels;
“(16) the amount of dividend reinvestment excluded for pur-
poses of Federal income taxes;
“(17) the amount of foreign income excluded for purposes of
Federal income taxes;
“(18) untaxed social security benefits; and
“(19) any other untaxed income and benefits, such as black
lung or railroad retirement benefits.
“c) UNTAXED INCOME AND BENEFITS OF DEPENDENT STUDENTS OR
INDEPENDENT STUDENTS WiTHOUT DEPENDENTS.—For the purpose of
this part, the term ‘untaxed income and benefits’ when applied to
the contributions of dependent students or independent students
without dependents means—
(1) veterans benefits such as death pension, dependency and
indemnity compensation, and Veterans’ Administration voca-
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Eiémaf.}. r)ehabilitation program benefits (excluding educational
nefits);

“(2) educational benefits received under chapter 31 or chapter
34 of title 38, United States Code, by the student;

““(3) interest on tax-free bonds;

“(4) the amount of dividends excluded for purposes of Federal
income taxes;

““(5) untaxed portions of pensions and capital gains;

“(6) housing, food, and other living allowances (excluding rent
subsidies for low-income housing) for military, clergy, and
others (including cash payments and cash value of benefits);

“(7) Job Training Partnership Act noneducational benefits,
except in any case in which a student is a dislocated worker
certified in accordance with title III of the Job Training Part-
nership Act;

“(8) untaxed portions of social security;

“(9) welfare benefits;

“(10) untaxed portions of unemployment compensation;

“(11) workmen’s compensation;

“(12) payments to individual retirement accounts and Keogh
accounts;

“(13) credit for Federal tax on special fuels;

“(14) the amount of dividend reinvestment excluded for pur-
poses of Federal income taxes;

“(15) the amount of foreign income excluded for purposes of
Federal income taxes; and

“(16) any other untaxed income and benefits, such as black
lung or railroad retirement benefits.

“(d) INpEPENDENT STUDENT.—(1) The term ‘independent’, when

used with respect to a student, means any individual who—

“(A) is 24 years of age or older by December 31 of the award
year; or
“(B) meets the requirements of paragraph (2).

“(2) Except as irovided in paragragh (8), an individual meets the
requirements of t

is paragraph if such individual—

‘(A) is an orphan or ward of the court;

‘“B) is a veteran of the Armed Forces of the United States;

“(C) is a graduate or professional student who declares that he
or she will not be claimed as a dependent for income tax
purposes by his or her parents (or guardian) for the first cal-
endar year of the award year;

“(D) is a married individual who declares that he or she will
not be claimed as a dependent for income tax purposes by his or
her parents (or guardian) for the first calendar year of the
award year;

“(E) has legal dependents other than a spouse;

“(F) is a single undergraduate student with no dependents
who was not claimed as a dependent by his or her parents (or
guardian) for income tax purposes for the 2 calendar years

receding the award year and demonstrates to the student

nancial aid administrator total self-sufficiency during the 2
calendar {rears preceding the award year in which the initial
award will be granted by demonstrating an annual total income
of $4,000; or

“G) is a student for whom a financial aid administrator
makes a documented determination of independence by reason
of other unusual circumstances.
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“(3) An individual may not be treated as an independent student
pursuant to subparagraphs (C), (D), and (F) of paragraph (2) if the
financial aid administrator determines that such individual was
treated as an independent student during the preceding award year,
but was claimed as a dependent by any other individual (other than
a sﬁ:ime} for income tax purposes for the first calendar year of such
aw.

“(4) The ﬁnancml aid administrator may certify an individual
described in subparagraph (C), (D), or (F) of paragraph (2) on the
basis of a demonstration made by the individual, but no disbursal of
an award may be made without documentation.

“(e) DispLaAcED HoMEMAKER.—The term ‘displaced homemaker’
means an individual who—

“(1) has not worked in the labor force for a substantial
number of years but has, during those years, worked in the
home providing unpaid services for family members;

“(2) (A) has been dependent on public assistance or on the
income of another family member but is no longer supported by
that income, or (B) is receiving public assistance on account of
dependent children in the home; and

“(3) is unemployed or underemployed and is experiencing
difficulty in obtaining or upgrading employment.”.

(b) ErrecTIVE DATES FOR NEED ANALYSIS PROVISIONS.—(1) Except 20 USC 1087kk
as provided in paragraphs (2) and (3)— note.
(A) part F of title IV of the Act shall apply with respect to
determinations of need under such title for academic years
beginning with academic year 1988-1989 and succeeding aca-

demic years; and

(B) for any preceding academic year, determinations of need
shall be made in accordance with regulations prescribed by the
Secretary of Education in accordance with the Student Finan-
cial Assistance Technical Amendments Act of 1982. 20 USC 1001

(2) With respect to an application filed after the date of enactment note.
of this Act for a loan under part B of such title for any academic
year preceding academic year 1988-1989, any determination of ex-
pected family contribution shall be made using the system of finan-
cial need analysis approved by the Secretary of Education for use
under subpart 2 of part A and parts C and E of such title.

(3) For purposes of sections 413D(dX2)B), 442(dX2)B) and

462(d)2)XB) for any academic year preceding academic year 1988-
1989, the Secretary shall, in lieu of average expected family con-
tribution, use the procedures for sampling expected family contribu-
tion within income categories that was employed for academic year
1986-1987, adjusted to reflect changes in data.

(4) The definition of independent student contained in section 20 USC 1087vv
480(d) of the Act as amended by subsection (a) of this section shall note.
apply with respect to the determination of such need for periods of
enrollment beginning on or after Janua ‘1? 1, 1987, in the case of
programs operated under part B of title IV of the Act, or for periods
of enrollment beginning on or after July 1, 1987, in the case of

tanils operated under subpart 2 of part A and parts C and E of
suc itle

SEC. 407. REVISION OF STUDENT ASSISTANCE GENERAL PROVISIONS.

(a) AMENDMENT.—Part G of title IV of the Act (as redesignated by
section 406) is amended to read as follows:
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“PART G—GENERAL PrROVISIONS RELATING TO STUDENT ASSISTANCE
PrROGRAMS

“DEFINITIONS

20 USC 1088. “Sec. 481. (a) InstrTUTION OF HiGHER EpucartioNn.—(1) For the
purpose of this title, except sub;):art 6 of part A and part B, the term
‘institution of higher education’ includes, in addition to the institu-
tions covered by the definition contained in section 1201(a)—

“(A) a proprietary institution of higher education;

“(B) a postsecondary vocational institution;

‘YC) a department, division, or other administrative unit in a
college or university which provides primarily or exclusively an
accredited program of education in professional nursing and
allied subjects leading to the degree of bachelor of nursing, or to
an equivalent degree, or to a graduate degree in nursing; and

‘(D) a department, division, or other administrative unit in a
junior college, community college, college, or university which
provides primarily or exclusively an accredited 2-year program
of education in professional nursing and allied subjects leading
to an associate degree in nursing or to an equivalent degree.

“(2) The term ‘accredited’ when applied to any program of nurse
education means a program accredited by a recognized body or
bodies approved for such purpose by the Secretary.

“(b) ProprieTARY INsTITUTION OF HIGHER EDUcATION.—For the
purpose of this section, the term ‘proprietary institution of higher
education’ means a school (1) which provides not less than a 6-month
program of training to prepare students for gainful employment in a
recognized occupation, (2) which meets the requirements of clauses
(1) and (2) of section 1201(a), (3) which does not meet the requirement
of clause (4) of section 1201(a), (4) which is accredited by a nationally
recognized accrediting agency or association approved by the Sec-
retary for this gurpose, and (5) which has been in existence for at
least 2 years. Such term also includes a proprietary educational
institution in any State which, in lieu of the requirement in clause
(1) of section 1201(a), admits as regular students persons who are
beyond the age of compulsory school attendance in the State in
which the institution is located and who have the ability to benefit
(as determined by the institution under section 484(d)) from the
training offered by the institution. For the purpose of this subsec-
tion, the Secretary shall publish a list of nationally recognized
accrediting agencies or associations which he determines to be
reliable authority as to the quality of training offered. The Secretary
shall not promulgate regulations defining the admissions procedures
or remediation programs that must be used by an institution in
admitting students on the basis of their ability to benefit from the
training offered and shall not, as a condition of recognition under
section 413(e) of this Act, impose upon any accrediting body or
bodies standards which are different or more restrictive than the
standards provided in this subsection.

“(c) PosTSECONDARY VOCATIONAL INSTITUTION.—For the purpose of
this section, the term ‘postsecondary vocational institution’ means a
school (1) which provides not less than a 6-month program of
training to prepare students for gainful employment in a recognized
occupation, (2) which meets the requirements of clauses (1), (2), (4),
and (5) of section 1201(a), and (3) which has been in existence for at
least 2 years. Such term also includes an educational institution in
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any State which, in lieu of the requirement in clause (1) of section
1201(a), admits as students persons who are beyond the age
of compulsory school attendance in the State in wh