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Editorial Notes 

CODIFICATION 

Amendment by section 2 of Pub. L. 103–208 (which was 
effective as if included in Pub. L. 102–325) was executed 
to this section as amended by Pub. L. 102–325 and Pub. 
L. 103–66, to reflect the probable intent of Congress. 

PRIOR PROVISIONS 

A prior section 1087c, Pub. L. 89–329, title IV, § 453, as 
added Pub. L. 90–575, title I, § 141, Oct. 16, 1968, 82 Stat. 
1032; amended Pub. L. 92–318, title I, § 136(b)(2), June 23, 
1972, 86 Stat. 272, authorized grants and contracts for 
training and research in cooperative education pro-
grams, prior to repeal by Pub. L. 94–482, title I, § 129(a), 
Oct. 12, 1976, 90 Stat. 2144, eff. 30 days after Oct. 12, 1976. 

AMENDMENTS 

2009—Subsec. (c)(3). Pub. L. 111–39 struck out par. (3). 
Text read as follows: ‘‘The Secretary shall promulgate 
and publish in the Federal Register regulations gov-
erning the approval of institutions to originate loans 
under this part in accordance with section 1087g(a)(2) of 
this title.’’

1998—Subsec. (a). Pub. L. 105–244, § 451(a), amended 
heading, redesignated par. (1) as entire subsec., and 
struck out pars. (2) to (4) which provided for transition 
from loan programs under part B of this subchapter to 
direct student loan program under this part and defined 
term ‘‘new student loan volume’’. 

Subsec. (b)(2). Pub. L. 105–244, § 451(b), substituted 
‘‘prescribe.’’ for ‘‘prescribe, by, to the extent possible—

‘‘(A)(i) categorizing such institutions according to 
anticipated loan volume, length of academic pro-
gram, control of the institution, highest degree of-
fered, size of student enrollment, geographic loca-
tion, annual loan volume, and default experience; and 

‘‘(ii) beginning in academic year 1995–1996 selecting 
institutions that are reasonably representative of 
each of the categories described pursuant to clause 
(i); and 

‘‘(B) if the Secretary determines it necessary in 
order to carry out the purposes of subparagraph (A) 
and attain such reasonable representation (as re-
quired by subparagraph (A)), selecting additional in-
stitutions.’’
Subsec. (c)(2). Pub. L. 105–244, § 451(c)(1)(A), (B), sub-

stituted ‘‘Selection criteria’’ for ‘‘Transition selection 
criteria’’ in heading and ‘‘The Secretary’’ for ‘‘For aca-
demic year 1994–1995, the Secretary’’ in introductory 
provisions. 

Subsec. (c)(2)(A). Pub. L. 105–244, § 451(c)(1)(E), redes-
ignated subpar. (B) as (A). 

Pub. L. 105–244, § 451(c)(1)(C), struck out subpar. (A) 
which read as follows: ‘‘made loans under part E of this 
subchapter in academic year 1993–1994 and did not ex-
ceed the applicable maximum default rate under sec-
tion 1087bb(g) of this title for the most recent fiscal 
year for which data are available;’’. 

Subsec. (c)(2)(B) to (D). Pub. L. 105–244, § 451(c)(1)(E), 
redesignated subpars. (C), (D), and (F) as (B) to (D), re-
spectively. Former subpar. (B) redesignated (A). 

Subsec. (c)(2)(E). Pub. L. 105–244, § 451(c)(1)(E), redes-
ignated subpar. (G) as (E). 

Pub. L. 105–244, § 451(c)(1)(D), struck out subpar. (E) 
which read as follows: ‘‘in the opinion of the Secretary, 
has not had significant deficiencies identified by a 
State postsecondary review entity under subpart 1 of 
part H of this subchapter;’’. 

Subsec. (c)(2)(F) to (H). Pub. L. 105–244, § 451(c)(1)(E), 
redesignated subpars. (G) and (H) as (E) and (F), respec-
tively. Former subpar. (F) redesignated (D). 

Subsec. (c)(3). Pub. L. 105–244, § 451(c)(2), struck out 
‘‘after transition’’ after ‘‘approval’’ in heading and sub-
stituted ‘‘The Secretary’’ for ‘‘For academic year 
1995–1996 and subsequent academic years, the Sec-
retary’’ in text. 

1993—Pub. L. 103–66 amended section generally, sub-
stituting provisions relating to selection of institutions 

for participation and origination for former provisions 
relating to selection by Secretary. 

Subsec. (b)(2)(B). Pub. L. 103–208 amended subpar. (B) 
generally. Prior to amendment, subpar. (B) read as fol-
lows: ‘‘if the Secretary determines it necessary to carry 
out the purposes of this part, selecting additional insti-
tutions.’’ See Codification note above. 

1992—Pub. L. 102–325 amended section generally, sub-
stituting provisions relating to selection by the Sec-
retary for former provisions relating to agreements 
with institutions of higher education.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2009 AMENDMENT 

Amendment by Pub. L. 111–39 effective as if enacted 
on the date of enactment of Pub. L. 110–315 (Aug. 14, 
2008), see section 3 of Pub. L. 111–39, set out as a note 
under section 1001 of this title. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Amendment by Pub. L. 105–244 effective Oct. 1, 1998, 
except as otherwise provided in Pub. L. 105–244, see sec-
tion 3 of Pub. L. 105–244, set out as a note under section 
1001 of this title. 

EFFECTIVE DATE OF 1993 AMENDMENT 

Amendment by Pub. L. 103–208 effective as if included 
in the Higher Education Amendments of 1992, Pub. L. 
102–325, except as otherwise provided, see section 5(a) of 
Pub. L. 103–208, set out as a note under section 1051 of 
this title. 

EFFECTIVE DATE OF 1992 AMENDMENT 

Amendment by Pub. L. 102–325 effective Oct. 1, 1992, 
see section 2 of Pub. L. 102–325, set out as a note under 
section 1001 of this title. 

§ 1087d. Agreements with institutions 

(a) Participation agreements 

An agreement with any institution of higher 
education for participation in the direct student 
loan program under this part shall—

(1) provide for the establishment and main-
tenance of a direct student loan program at 
the institution under which the institution 
will—

(A) identify eligible students who seek stu-
dent financial assistance at such institution 
in accordance with section 1091 of this title; 

(B) estimate the need of each such student 
as required by part F of this subchapter for 
an academic year, except that, any loan ob-
tained by a student under this part with the 
same terms as loans made under section 
1078–8 of this title (except as otherwise pro-
vided in this part), or a loan obtained by a 
parent under this part with the same terms 
as loans made under section 1078–2 of this 
title (except as otherwise provided in this 
part), or obtained under any State-sponsored 
or private loan program, may be used to off-
set the expected family contribution of the 
student for that year; 

(C) provide a statement that certifies the 
eligibility of any student to receive a loan 
under this part that is not in excess of the 
annual or aggregate limit applicable to such 
loan, except that the institution may, in ex-
ceptional circumstances identified by the 
Secretary, refuse to certify a statement that 
permits a student to receive a loan under 
this part, or certify a loan amount that is 
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less than the student’s determination of 
need (as determined under part F of this sub-
chapter), if the reason for such action is doc-
umented and provided in written form to 
such student; 

(D) set forth a schedule for disbursement 
of the proceeds of the loan in installments, 
consistent with the requirements of section 
1078–7 of this title; and 

(E) provide timely and accurate informa-
tion—

(i) concerning the status of student bor-
rowers (and students on whose behalf par-
ents borrow under this part) while such 
students are in attendance at the institu-
tion and concerning any new information 
of which the institution becomes aware for 
such students (or their parents) after such 
borrowers leave the institution, to the 
Secretary for the servicing and collecting 
of loans made under this part; and 

(ii) if the institution does not have an 
agreement with the Secretary under sub-
section (b), concerning student eligibility 
and need, as determined under subpara-
graphs (A) and (B), to the Secretary as 
needed for the alternative origination of 
loans to eligible students and parents in 
accordance with this part;

(2) provide assurances that the institution 
will comply with requirements established by 
the Secretary relating to student loan infor-
mation with respect to loans made under this 
part; 

(3) provide that the institution accepts re-
sponsibility and financial liability stemming 
from its failure to perform its functions pursu-
ant to the agreement; 

(4) provide for the implementation of a qual-
ity assurance system, as established by the 
Secretary and developed in consultation with 
institutions of higher education, to ensure 
that the institution is complying with pro-
gram requirements and meeting program ob-
jectives; 

(5) provide that the institution will not 
charge any fees of any kind, however de-
scribed, to student or parent borrowers for 
origination activities or the provision of any 
information necessary for a student or parent 
to receive a loan under this part, or any bene-
fits associated with such loan; and 

(6) include such other provisions as the Sec-
retary determines are necessary to protect the 
interests of the United States and to promote 
the purposes of this part. 

(b) Origination 

An agreement with any institution of higher 
education, or consortia thereof, for the origina-
tion of loans under this part shall—

(1) supplement the agreement entered into 
in accordance with subsection (a); 

(2) include provisions established by the Sec-
retary that are similar to the participation 
agreement provisions described in paragraphs 
(1)(E)(ii), (2), (3), (4), (5), and (6) of subsection 
(a), as modified to relate to the origination of 
loans by the institution or consortium; 

(3) provide that the institution or consor-
tium will originate loans to eligible students 
and parents in accordance with this part; and 

(4) provide that the note or evidence of obli-
gation on the loan shall be the property of the 
Secretary. 

(c) Withdrawal and termination procedures 

The Secretary shall establish procedures by 
which institutions or consortia may withdraw or 
be terminated from the program under this part. 

(Pub. L. 89–329, title IV, § 454, as added Pub. L. 
99–498, title IV, § 404, Oct. 17, 1986, 100 Stat. 1438; 
amended Pub. L. 100–50, § 12, June 3, 1987, 101 
Stat. 348; Pub. L. 102–325, title IV, § 451, July 23, 
1992, 106 Stat. 571; Pub. L. 103–66, title IV, § 4021, 
Aug. 10, 1993, 107 Stat. 345; Pub. L. 111–152, title 
II, § 2210(a), Mar. 30, 2010, 124 Stat. 1078; Pub. L. 
116–260, div. FF, title VII, § 704(1), Dec. 27, 2020, 
134 Stat. 3199.) 

AMENDMENT OF SUBSECTION (a)(1)(B) 

Pub. L. 116–260, div. FF, title VII, §§ 701(b), 

704(1), Dec. 27, 2020, 134 Stat. 3137, 3199; Pub. L. 

117–103, div. R, § 102(a), Mar. 15, 2022, 136 Stat. 

819, provided that, effective July 1, 2024, except 

as otherwise expressly provided, and applicable 

with respect to award year 2024–2025 and each 

subsequent award year, as determined under 

this chapter, subsection (a)(1)(B) of this section 

is amended by striking ‘‘the expected family 

contribution’’ and inserting ‘‘the student aid 

index’’. See 2020 Amendment note below.

Editorial Notes 

AMENDMENTS 

2020—Subsec. (a)(1)(B). Pub. L. 116–260 substituted 
‘‘the student aid index’’ for ‘‘the expected family con-
tribution’’. 

2010—Subsec. (a)(4) to (7). Pub. L. 111–152, § 2210(a)(1), 
redesignated pars. (5) to (7) as (4) to (6), respectively, 
and struck out former par. (4), which read as follows: 
‘‘provide that students at the institution and their par-
ents (with respect to such students) will be eligible to 
participate in the programs under part B of this sub-
chapter at the discretion of the Secretary for the pe-
riod during which such institution participates in the 
direct student loan program under this part, except 
that a student or parent may not receive loans under 
both this part and part B of this subchapter for the 
same period of enrollment;’’. 

Subsec. (b)(2). Pub. L. 111–152, § 2210(a)(2), substituted 
‘‘(5), and (6)’’ for ‘‘(5), (6), and (7)’’. 

1993—Pub. L. 103–66 amended section generally, sub-
stituting provisions relating to agreements with insti-
tutions, consisting of subsecs. (a) to (c), for former pro-
visions relating to requirements of agreements, con-
sisting of pars. (1) to (7). 

1992—Pub. L. 102–325 amended section generally, sub-
stituting provisions relating to requirements of agree-
ments for former provisions relating to terms of loans 
under pilot program. 

1987—Subsec. (a)(4). Pub. L. 100–50 amended par. (4) 
generally. Prior to amendment, par. (4) read as follows: 
‘‘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 auctioned for such 3-month period 
preceding such year, and (B) by adding 3 percent to the 
resulting percent.’’

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2020 AMENDMENT 

Amendment by Pub. L. 116–260 effective July 1, 2024, 
except as otherwise expressly provided, and applicable 
with respect to award year 2024–2025 and each subse-
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quent award year, as determined under this chapter, 
see section 701(b) of Pub. L. 116–260, set out as a note 
under section 1001 of this title. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Pub. L. 111–152, title II, § 2210(b), Mar. 30, 2010, 124 
Stat. 1078, provided that: ‘‘The amendments made by 
subsection (a) [amending this section] shall take effect 
on July 1, 2010.’’

EFFECTIVE DATE OF 1992 AMENDMENT 

Amendment by Pub. L. 102–325 effective Oct. 1, 1992, 
see section 2 of Pub. L. 102–325, set out as a note under 
section 1001 of this title. 

EFFECTIVE DATE OF 1987 AMENDMENT 

Amendment by Pub. L. 100–50 effective as if enacted 
as part of the Higher Education Amendments of 1986, 
Pub. L. 99–498, see section 27 of Pub. L. 100–50, set out 
as a note under section 1001 of this title. 

§ 1087e. Terms and conditions of loans 

(a) In general 

(1) Parallel terms, conditions, benefits, and 
amounts 

Unless otherwise specified in this part, loans 
made to borrowers under this part shall have 
the same terms, conditions, and benefits, and 
be available in the same amounts, as loans 
made to borrowers, and first disbursed on June 
30, 2010, under sections 1078, 1078–2, 1078–3, and 
1078–8 of this title. 

(2) Designation of loans 

Loans made to borrowers under this part 
that, except as otherwise specified in this 
part, have the same terms, conditions, and 
benefits as loans made to borrowers under—

(A) section 1078 of this title shall be known 
as ‘‘Federal Direct Stafford Loans’’; 

(B) section 1078–2 of this title shall be 
known as ‘‘Federal Direct PLUS Loans’’; 

(C) section 1078–3 of this title shall be 
known as ‘‘Federal Direct Consolidation 
Loans’’; and 

(D) section 1078–8 of this title shall be 
known as ‘‘Federal Direct Unsubsidized Staf-
ford Loans’’. 

(3) Termination of authority to make interest 
subsidized loans to graduate and profes-
sional students 

(A) In general 

Subject to subparagraph (B) and notwith-
standing any provision of this part or part B, 
for any period of instruction beginning on or 
after July 1, 2012—

(i) a graduate or professional student 
shall not be eligible to receive a Federal 
Direct Stafford loan under this part; and 

(ii) the maximum annual amount of Fed-
eral Direct Unsubsidized Stafford loans 
such a student may borrow in any aca-
demic year (as defined in section 1088(a)(2) 
of this title) or its equivalent shall be the 
maximum annual amount for such student 
determined under section 1078–8 of this 
title, plus an amount equal to the amount 
of Federal Direct Stafford loans the stu-
dent would have received in the absence of 
this subparagraph. 

(B) Exception 

Subparagraph (A) shall not apply to an in-
dividual enrolled in course work specified in 

paragraph (3)(B) or (4)(B) of section 1091(b) of 
this title. 

(b) Interest rate 

(1) Rates for FDSL and FDUSL 

For Federal Direct Stafford Loans and Fed-
eral Direct Unsubsidized Stafford Loans for 
which the first disbursement is made on or 
after July 1, 1994, the applicable rate of inter-
est shall, during any 12-month period begin-
ning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal 
to—

(A) the bond equivalent rate of 91-day 
Treasury bills auctioned at the final auction 
held prior to such June 1; plus 

(B) 3.1 percent,

except that such rate shall not exceed 8.25 per-
cent. 

(2) In school and grace period rules 

(A) Notwithstanding the provisions of para-
graph (1), but subject to paragraph (3), with re-
spect to any Federal Direct Stafford Loan or 
Federal Direct Unsubsidized Stafford Loan for 
which the first disbursement is made on or 
after July 1, 1995, the applicable rate of inter-
est for interest which accrues—

(i) prior to the beginning of the repayment 
period of the loan; or 

(ii) during the period in which principal 
need not be paid (whether or not such prin-
cipal is in fact paid) by reason of a provision 
described in section 1078(b)(1)(M) or 
1077(a)(2)(C) of this title,

shall not exceed the rate determined under 
subparagraph (B). 

(B) For the purpose of subparagraph (A), the 
rate determined under this subparagraph 
shall, during any 12-month period beginning 
on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal 
to—

(i) the bond equivalent rate of 91-day 
Treasury bills auctioned at the final auction 
prior to such June 1; plus 

(ii) 2.5 percent,

except that such rate shall not exceed 8.25 per-
cent. 

(3) Out-year rule 

Notwithstanding paragraphs (1) and (2), for 
Federal Direct Stafford Loans and Federal Di-
rect Unsubsidized Stafford Loans made on or 
after July 1, 1998, the applicable rate of inter-
est shall, during any 12-month period begin-
ning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal 
to—

(A) the bond equivalent rate of the secu-
rity with a comparable maturity as estab-
lished by the Secretary; plus 

(B) 1.0 percent,

except that such rate shall not exceed 8.25 per-
cent. 

(4) Rates for FDPLUS 

(A)(i) For Federal Direct PLUS Loans for 
which the first disbursement is made on or 
after July 1, 1994, the applicable rate of inter-
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