§1087-0

(d) The Secretary of Education is hereby authorized
and directed to publish this memorandum in the Fed-
eral Register.

DONALD J. TRUMP.

§1087-0. Repealed. Pub. L. 105-244, title IV, §432,
Oct. 7, 1998, 112 Stat. 1710

Section, Pub. L. 89-329, title IV, §437A, as added Pub.
L. 102-325, title IV, §429, July 23, 1992, 106 Stat. 552;
amended Pub. L. 103-208, §2(c)(66)-(68), Dec. 20, 1993, 107
Stat. 2469, related to debt management options.

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF REPEAL

Repeal effective Oct. 1, 1998, except as otherwise pro-
vided in Pub. L. 105-244, see section 3 of Pub. L. 105-244,
set out as an Effective Date of 1998 Amendment note
under section 1001 of this title.

§1087-1. Special allowances
(a) Findings

In order to assure (1) that the limitation on in-
terest 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 equi-
table, (2) that incentive payments on such loans
are paid promptly to eligible lenders, and (3)
that appropriate consideration of relative ad-
ministrative costs and money market conditions
is made in setting the quarterly rate of such
payments, the Congress finds it necessary to es-
tablish an improved method for the determina-
tion of the quarterly rate of the special allow-
ances on such loans, and to provide for a thor-
ough, 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 bal-
ance

A special allowance shall be paid 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 principal) of all eligible
loans held by such holder during such period.

(2) Rate of special allowance

(A) Subject to subparagraphs (B), (C), (D),
(BE), (F), (G), (H), and (I) and paragraph (4), the
special allowance paid pursuant to this sub-
section on loans shall be computed (i) by de-
termining the average of the bond equivalent
rates of 91-day Treasury bills auctioned for
such 3-month period, (ii) by subtracting the
applicable interest rate on such loans from
such average, (iii) by adding 3.10 percent to
the resultant percent, and (iv) by dividing the
resultant percent by 4. If such computation
produces a number less than zero, such loans
shall be subject to section 1077a(i) of this title.

(B)(i) The quarterly rate of the special al-
lowance for holders of loans which were made
or purchased with funds obtained by the hold-

TITLE 20—EDUCATION

Page 512

er from the issuance of obligations, the in-
come from which is exempt from taxation
under title 26 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 clause, sub-
paragraph (A)(iii) shall be applied by sub-
stituting ‘3.5 percent’” for 3.10 percent’.
Such rate shall also apply to holders of loans
which were made or purchased with funds ob-
tained by the holder from collections or de-
fault reimbursements on, or interests or other
income pertaining to, eligible loans made or
purchased with funds described in the pre-
ceding 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 quarterly rate of the special allow-
ance set under clause (i) of this subparagraph
shall not be less than 9.5 percent minus the ap-
plicable interest rate on such loans, divided by
4.

(iii) No special allowance may be paid under
this subparagraph unless the issuer of such ob-
ligations complies with subsection (d) of this
section.

(iv) Notwithstanding clauses (i) and (ii), the
quarterly rate of the special allowance for
holders of loans which are financed with funds
obtained by the holder from the issuance of
obligations originally issued on or after Octo-
ber 1, 1993, or refunded after September 30,
2004, the income from which is excluded from
gross income under title 26, shall be the quar-
terly rate of the special allowance established
under subparagraph (A), (B), (F), (G), (H), or (I)
as the case may be. Such rate shall also apply
to holders of loans which were made or pur-
chased with funds obtained by the holder from
collections or default reimbursements on, or
interest 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.

(v) Notwithstanding clauses (i) and (ii), the
quarterly rate of the special allowance shall
be the rate determined under subparagraph
(A), (B), (F), (G), (H), or (I) of this paragraph,
or paragraph (4), as the case may be, for a
holder of loans that—

(I) were made or purchased with funds—

(aa) obtained from the issuance of obli-
gations the income from which is excluded
from gross income under title 26 and which
obligations were originally issued before
October 1, 1993; or

(bb) obtained from collections or default
reimbursements on, or interest or other in-
come pertaining to, eligible loans made or
purchased with funds described in division
(aa), or from income on the investment of
such funds; and
(IT) are—

(aa) financed by such an obligation that,
after September 30, 2004, has matured or
been retired or defeased;

(bb) refinanced after September 30, 2004,
with funds obtained from a source other
than funds described in subclause (I) of
this clause; or
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