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Public Law 94-482
94th Congress

An Act
To extend the Higher Education Act of 1965, to extend and revise the Vocational M
Education Act of 1963, and for other purposes. [S. 2657]

Be it enacted by the Senate and House of Reffamemﬁatz'wes of the .
United States of Americain Congress assembled, That this Act may be Education
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TITLE I—HIGHER EDUCATION

Parr A—Community Services anp Continving Epbvcarion

EXTENBION AND REVISION OF PROGRAM

Seo. 101. (a) Section 101 of the Higher Education Act of 1965
(hereafter in this title referred to as “the Act”) is amended to read
as follows:

“APPROPRIATIONS AUTHORIZED

“Sec. 101. (a) For the purpose of (1) assisting the people of the
United States in the solution of community problems such as housing,
poverty, government, recreation, employment, youth opportunities,
transportation, health, and land use by enabling the Commissioner
to make grants under this title to strengthen community service pro-
grams of colleges and universities, (2) supporting the expansion of
continuing education in colleges and universities and (3) supporting
resource materials sharing programs. there are anthorized to be
amepriated $40,000,000 for the fiscal years 1977, 1978, and 1979.

“(b) For the purpose of carrying out a program for the promo-
tion of lifelong learning in accordance with the provisions of part B3,
there are authorized to be appropriated, $20,000,000 for fiscal year
19;7,”$30.0ﬂﬂ.000 for fiscal year 1978, and $40,000.000 for fiscal year
1979.”.

(b) Title T of such Act is amended—

(1) (A) by amending the heading of section 102 to recd as
follows:

“DEFINITION OF COMMUNITY SERVICE PROGRAM AND CONTINUING
.
EDUCATION PROGRAM ;

(B) by inserting “(a)” after the section designation of su-h
section 102; an

(C) by inserting at the end thereof the following new
subsections:

“(b) For purposes of this title the term ‘continuing education pro-
gram’ means postsecondary instruction designed to meet the educa-
tional needs and interests of adults, including the expansion of
available learning opportunities for adults who are not adequately
served by current edrt)tcationa] offerings in their communities,
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“(c) For purposes of this title, the term ‘resource materials sharing
programs’ means planning for the improved use of existing commu-
nity learning resources by finding ways that combinations of agencies,
institutions, and organizations can make better use of existing educa-
tional materials, communications technology, local facilities, and such
human resources as will expand learning opportunities for adults in
the area being served.”;

20 USC 1003. (2) by amending section 103(a) to read as follows:

“Sec. 103. (a) From the sums appropriated pursnant to section
101 (a) for any fiseal year which are not reserved under section 106 (a),
the Commissioner shall allot to each State an amount which bears the
same ratio to such sums as the population of such State bears to the
population of all the States, except that, for any fiscal year beginning
on or after October 1, 1976, no State shall be allotted from such sums
less than the amount which such State received during the fiscal year
beginning July 1, 1975.

20 USC 1004. (3) by striking out “community service programs” in section
104 and inserting in lien thereof “community service and con-
tinuing education programs, including resource material sharing
programs,”;

State plan. (4}1' by striking out so much of section 105(a) as precedes para-

20 USC 1005. graph (1) and inserting in lieu thereof the following:

“Src. 105. (a) Any State desiring to receive its allotment of funds
under this part for use in community service and continuing educa-
tion programs, including resource material sharing programs, shall
designate or create a State agency or institution which has special
qualifications with respect to selving community problems and which
is broadly representative of institutions of higher education in the
State which are competent to offer community service and continu-
ing education programs, including resource material sharing pro-
grams, and shall submit to the Commissioner a State plan. If a State
desires to designate for the purpose of this section an existing State
agency or institution which Icioe:‘-l not meet these requirements, it may
do so if the agency or institution takes such action as may be necessary
to acquire such qualifications and assure participation of such institn-
tions, or if it designates or creates a State advisory council which
meets the requirements not met by the designated agency or institution
to consult with the designated agency or institution in the preparation
of the State plan. A State Plan submitted under this part shall—".

(") ( AF by inserting “or combination” after “and institution”
in section 105(a) (2) ; and

(B) by striking out “community service programs” each place
it appears in such section and inserting in lieu thereof “commu-
nity service and continuing education programs, including
resource materials sharing programs,”;

(6) (A) by inserting “and combinations thereof” immediately
after “institution of higher education” each place it appears in
section 105(a) (3);

(B) by striking out “community service Fmgrams” each place
it appears in such section and inserting in lien thereof “commu-
nity service and continuing education programs, including
resonrce materisls sharing programs,”; and

() by striking out “in the light of information regarding
current and anticipated community problems in the State” in
subparagraph (C) of such section;

('T) by striking out “community service programs” in section
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105(a) (4) and inserting in lieu thereof “community service and
continuing education programs, including resource materials
sharing programs,”;

(8) by inserting “or combinations thereof” after “institutions
of higher education” in section 105(a) (5) ;

(QE by striking section 105(a) (6) and inserting in lieu thereof
the following:

“(6) assurances that all institutions of higher education in the
State have been given the opportunity to participate in the devel-
opment of the State plan.”; and

(10) by inserting immediately after section 105(b) the follow-
ing new subsection :

“(e) The Commissioner shall not by standard, rule, regulation,
guideline, or any other means, either formal or informal, require a
State to make any agreement or submit any data which 1s not spe-
cifically required by this part.”.

() gect-ion 107(a) of the Act is amended by striking out “$25,000”
and inserting in lieu thereof “$40,000”.

(d) Section 109 of the Act is amended to read as follows:

“JUDICIAL REVIEW

“Sec. 109, If a State’s plan is not approved under section 105 (b)
or a State’s eligibility to participate in the program is suspended
as a result of the Commissioner’s action under section 108(b), the
State may within sixty days after notice of the Commissioner’s deci-
sion institute a civil action in an appropriate United States district
court. In such an action, the court shall determine the matter de nove.”.

(e) Title I of the Act is further amended by redesignating sections
111, 112, and 113, and'any references thereto, as sections 112, 113, and
114, respectively, and inserting immediately after section 110 the fol-
Jowing new section : '

‘TECHNICAL ABSISTANCE AND ADMINISTRATION

“Sec. 111. (a) The Commissioner is authorized to reserve not to
exceed 10 per centum of the amount appropriated for any fiscal year
pursuant to section 101(a) in excess of $14,500,000 for the purpose of
this section.

“(b) From funds reserved under subsection (a) of this section, the
Commissioner shall provide technical assistance to the States and to
institutions of higher education. Such technical assistance shall—

“(1) provide a national diffusion network to help assure that
effective programs are known among such States and institutions;

“(2) assist with the improvement of planning and evaluation
procedures; and

“(3) provide information about the changing enrollment pat-
terns in postsecondary institutions, and provide assistance to such
States and institutions in their efforts to understand these chang-
ing patterns and to accommodate them.”.

“(e¢) The Commissioner shall provide for coordination between
community service and continuing education programs (includin
resource materials sharing programs) conducted by him with a
other appropriate offices and agencies, including such offices and agen-
cies which administer vocational education programs, adult education
programs, career education programs, and student and institutional
assistance programs.”.
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(£) (1) Section 112 of the Act (as redesignated by subsection (e))
is amended—

(A) by striking out “the Commissioner, who shall be Chair-
man,” in subsection (a) ; and

B) by striking out “through June 30, 1975 in subsection (f)
and inserting in lieu thereof “until the programs authorized by
this part are terminated”.

(2) The text of section 113 of the Act (as redesignated by subsec-
tion (e)) is amended to read as follows: “Nothing in this section shall
modify any authority under the Act of May 8, 1914 (Smith-Lever
Act), as amended (7 U.S.C. 341-348).”.

(g) Title I of the Act is further amended—

(1) by inserting before the section heading of section 101 the
following :

“Part A—Coxyunity Service axp CoxtiNvine EpvucATiON
Programs”;

(2) by striking out “this title” each time it appears in section
102 through section 112 of such title, and inserting in lieu thereof
“this part”; and

(3) by adding at the end thereof the following new part:

“Parr B—LirrLoNg LEARNING

“FINDINGS

“Skc. 131. The Congress finds that—

“(1) accelerating social and technological change have had
impact on the duration and quality of life;

“(2) the American people need lifelong learning to enable
t}}llem to adjust to social, technological, political and economic
changes;

“(3) lifelong learning has a role in developing the potential of
all persons including improvement of their personal well-being,
upgrading their workplace skills, and preparing them to partiei-
pate in the civie, cultural, and political life of the Nation;

“(4) lifelong learning is important in meeting the needs of the
growing number of older and retired persons;

“(5) learning takes place through formal and informal instrue-
tion, through educational programs conducted by public and pri-
vate educational and other institutions and organizations, through
indefendent study, and through the efforts of business, industry,
and labor;

“(6) planning is necessary at the national, State, and local
levels to assure effective use of existing resources in the light of
changing characteristics and learning needs of the population;

“(7) more effective use should be made of the resources of the
Nation’s educational institutions in order to assist the people of
the United States in the solution of community problems in areas
such as housing, poverty, government, recreation, employment
youth opportunities, transportation, health, and land nse; an

“(8) American society should have as a goal the availability
of appropriate opportunities for lifelong learning for all its citi-
zens without regard to restrictions of previous education or train-
ing, sex, age, handicapping condition, social or ethnic background,

80, L
Or economic ecircumstance.
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“8COPE OF LIFELONG LEARNING

“Src. 132, Lifelong learning includes, but is not limited to, adult
basic education, continuing education, independent study, agricultural
edncation, business education and labor education, occupational educa-
tion and job training programs, parent education, postsecondary edu-
cation, preretirement and eduncation for older and retired people,
remedial education, special educational programs for groups or for
individuals with special needs, and also educational activities designed
to upgrade occupational and professional skills, to assist business, pub-
lic agencies, and other organizations in the use or innovation and
research results, and to serve family needs and personal development.

“LIFELONG LEARNING ACTIVITIES

“Sec. 133. (a) The Assistant Secretary shall carry out, from funds
appropriated pursuant to section lﬂl(g), a program of planning,
assessing, and coordinating projects related to lifelong learning. In
Erlging out the provisions of this section, the Assistant Secretary
Jall

“(1) foster improved coordination of Federal support for life-
long learning programs;

“(2) act as a clearinghouse for information regarding lifelong
learning, including the identification, collection, and dissemina-
tion to educators and the public of existing and new information
regarding lifelong learning programs which are or may be carried
out and supported by any department or agency of the Federal
Government ;

“(3) review present and proposed methods of financing and
administering lifelong learning, to determine—

“(A) the extent to whinﬁx each promotes lifelong learning,
“(B} program and administrative features of each that
contribute to serving lifelong learning,

“(C) the need for additional Federal support for lifelong
learning, and

“(D) procedures by which Federal assistance to lifelong
learning may be better applied and coordinated to achieve the
purposes of this title;

“(4) review the lifelong learning 0%p0rtunities provided
through em}})lloyers, unions, the media, libraries and museums
secongary schools and postsecondary educational institutions, and
other public and private organizations to determine means by
which the enhancement of their effectiveness and coordination
may be facilitated ;

“(5)_ review existing major foreign lifelong learning programs
and related programs in order to E:termine the applicability of
suché)roﬁrams in this country;

“(8) i enti? existing barriers to lifelong learning and evalu-
ate programs designed to eliminate such barriers; and

% F 7) to the extent practicable, seek the advice and assistance of
the agencies of the Education Divigion (including the Office of
Education, the National Institute of Education, the Fund for the
Improvement of Postsecondary Education, and the National Cen-
ter for Education Statistics), other agencies of the Federal Gov-
ernment, public advisory groups (including the National Advisory
Councils on Extension and Continuing Education, Adult Educa-
tion, Career Education, Community Eduecation, and Vocational
Education), Commissions (ineluding the National Commission
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on Libraries and Information Seciences and the National Com-
mission on Manpower Policy), State agencies, and such other per-
sons or organizations as may be appropriate, in carrying out the
Commissioner’s responsibilities, and make maximum use of infor-
mation and studies already available.

The review required by clause (3) of this subsection shall include—

“(i) a comparative assessment of domestic and foreign tax and
other incentives to encourage increased commitment of business
and labor;

“(ii) a study of alternatives such as lifelong learning entitle-
ment programs or educational vouchers designed to assist adults
to undertake education or training in conjunction with, or in
periods alternative to employment ;

“(iil) review of possible modifications to existing Federal and
State student assistance programs necessary to increase their
relevance to the lifelong learning needs of all adults;

“(iv) the organization and design of funding for pre- and post-
retirement training and education for the elderly; and

“(v) modifications to Federal and State manpower training,
publiec employment, unemployment compensation, and similar
funding programs so as to better facilitate lifelong education and
training and retraining, for employment.

“(b) After consultation with appropriate State agencies, the Assist-
ant Secretary is authorized—

“(1) to assist in the planning and assessment, to determine
whether in each State there is an equitable distribution of life-
long learning services to all segments of the adult population;

“(2) to assist in assessing the appropriate roles for the Federal,
State, and local governments, educational institutions and com-
munity organizations; and

“(3) to assist in considering alternative methods of financing
and delivering lifelong learning opportunities, including—

“(A) 1dentifieation of State agencies, institutions, and
groups that plan and provide programs of lifelong learning,

“(B) determination of the extent to which programs are
available geographically,

“(C) a description of demographic characteristics of the
po&mlatian gerved,

(D) analysis of reasons for attendance in programs of

lifelong learning, and

“(E) analysis of sources of funds for the conduct of life-
long learning programs, and the financial support of persons
attending programs of lifelong learning.

“(e) The Assistant Secretary is authorized, with respeet to lifelong
learning, to assess, evaluate the need for, demonstrate, and develop
alternative methods to improve—

“gl research and development activities:
d“ 12 training and retraining people to become educators of
adults;

Ll ¢ 3)’ development of curricula and delivery systems appropri-
ate to the needs of any such programs;

“(4) development of techniques and systems for guidance
and counseling of adults and for training and retraining of
counselors;

“(5) development and dissemination of instructional materials
appropriate to adults;
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“(6) assessment of the educational needs and goals of older
and retired persons and their unique contributions to lifelong
learning programs;
“(7) use of employer and union tuition assistance and other
educational programs, educational and cultural trust funds and
other similar educational benefits resulting from collective bar-
gaining agreements, and other private funds for the support of
lifelong learning;
“(8) integration of public and private educational funds which
encourage participation in lifelong learning, including support
of guidance and counseling of workers in order that they can
make best use of funds available to them for lifelong learning
opgor-tunit.ies; and
(]9) coordination within communities among educators,

employers, labor organizations, and other appropriate individuals
and entities to assure that lifelong learning opportunities are
designed to meet projected career and occupational needs of the
community, after consideration of the availability of guidance
and counseling, the availability of information regarding occupa-
tional and ecareer opportunities, and the availability of appro-
priate educational and other resources to meet the career and
occupational needs of the community.

“(d) In carrying out the provisions of this section the Assistant
Secretary is authorized to enter into agreements with, and to make
grants to, appropriate State agencies, institutions of higher education,
and public and private nonprofit organizations.

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

“REPORTS

“Sge. 134. The Assistant Secretary shall transmit to the President
and to the Congress a report on such results from the activities con-
ducted pursuant to this part as may be completed by January 1, 1978,
together with such legislative recommendations as he may deem
appropriate. The Assistant Secretary shall similarly report annually
thereafter.”.

Parr B—CoLrece LiBraARy AssisTANCE AND LiBrary TRAINING AND
ReseAarcn

EXTENSION OF AUTHORIZATION

Src. 106. The first sentence of section 201 (b) of the Act is amended
by striking out all that follows “authorized to be appropriated” and
inserting in lieu thereof “$110,000.000 for fiscal year 1977, $115,000,000
for fiseal year 1978, and $120,000,000 for fiscal year 1979.”.

90 STAT. 2089
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REVISION OF RESEARCH LIBRARY RESOURCES

Sec. 107. Part C of title IT of the Act is amended to read as follows:
“Part C—STRENGTHENING REsEARcH LiBrary RESOURCES

“FINDINGS AND PURPOSE

20 USC 1041. “Skc, 231. (a) The Congress finds that—

*(1) education, scholarship, and research are significant to the
scientifie, economie, and cultural development of the Nation, and
that steady advances in the social and natural sciences are essential
to solve the problems of a complex society ;

“(2) the Nation's major research libraries are often an essential
element in undergraduate education, and are essential to advanced
and professional education and research; and

“(3) the expansion in the scope of educational and research
programs and the rapid increase in the worldwide production
of recorded knowledge have placed unprecedented demands upon
major research libraries, requiring programs and services that
strain the capabilities of cooperative action and are beyond the
financial competence of individual or collective library budgets.

“(b) It is the purpose of this part to promote research and edu-
cation of higher quality throughout the United States by providing
financial assistance to major research libraries.

“APPROPRIATIONS AUTHORIZED

20 USC 1042. “Sgc. 232. There are authorized to be appropriated $10.000,000 for
the fiscal year 1977, $15,000,000 for fiscal year 1978, and $20,000,000
for fiscal year 1979.

“ELIGIBILITY FOR ASSISTANCE

“Major research “Sec. 233. For the purposes of this part, the term ‘major research
library.” library’ means a public or private nonprofit institution, including the
20 USC 1043. library resources of an institution of higher education. an independent
research library. or a State or other publie library, having library col-
lections which are available to qualified users and which—
“(1) make a significant contribution to higher education and
research:
“(2) are broadly based and are recognized as having national
or international significance for scholarly research;
“(3) are of a unique nature, and contain material not widely
available; and
(4) are in substantial demand by researchers and scholars not
connected with that institution.
“(b) No institution receiving a grant under this part for any fiscal
vear may be eligible to receive a basic grant under section 202 of this
title for that year,

“EQUITABLE DISTRIBUTION OF ASSISTANCE

20 USC 1044. “Sge. 234, The Commissioner shall establish criteria designed to
achieve regional balance in the allocation of funds under this part
Supra. which is reasonable in light of the requirements of section 233.
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“LIMITATIONS

“Skc. 235. (a) No grant may be made under this part for books,
periodicals, documents, or other related materials to be used for sec-
tarian instruction or religious worship, or primarily in connection
with any part of the program of a school or department of divinity.

“(b) Not more than 150 institutions may receive a grant under this

art.
; “CONSULTATION WITH STATE AGENCY

“Skc. 236. Each institution receiving a grant under this part shall
periodically inform the State Library administrative agency and the
State agency, if any, concerned with the educational activities of all
institutions of higher education in the State in which such institution
1s located, of its activities under this part.”,

Parr C—STRENGTHENING DEVELOPING INSTITUTIONS

EXTENSION OF AUTHORIZATION

Sec. 111. Section 301(b) of the Higher Education Act of 1965 is
amended by striking out “July 1, 1975” and inserting in lieu thereof
“October 1, 1979,

REMOVAL OF RESTRICTTONS ON WAIVERS

SEec. 112. Section 302(a) (2) of the Act is amended by striking out
“, except that such grants may not involve an expenditure of funds in
excess of 1.4 per centum of the sums appropriated pursuant to this
title for any fiscal year”.

Parr D—STUDENT ASSISTANCE

BASIC EDUCATIONAL OPPORTUNITY GRANTS

Sec. 121, (a) Section 411(a) (1) of the Act is amended by strik-
in out “June 30, 1975” and inserting in lieu thereof “September 30,
19797,

(b) (1) Section 411(a)(2) (A) (i) of the Act is amended by strik-
ing out “$1,400” and inserting in lieu thereof “$1,800”,

(2) The amendment made by paragraph (1) of this subsection shall
be effective for academic year 1978-1979 and thereafter.

(¢) Divisions (i) and (ii) of section 411(a) (3) (A) of the Act are
amended to read as follows:

“(3)(A) (1) Not later than July 1 of each calendar year, the Com-
missioner shall publish in the Federal Register a schedule of expected
family contributions for the academic year which begins after July 1
of the calendar year which succeeds such ealendar year for various
levels of family income, which, except as is otherwise provided in divi-
sion (ii), together with any amendments thereto, shall become effec-
tive July 1 of the calendar year which succeeds such calendar year.
During the thirty-day period following such publication the Clom-
missioner shall provide interested parties with an opportunity to
present their views and make recommendations with respect to such
schedule.

“(ii) The schedule of expected family contributions required by
division (i) for each academic year shall be submitted to the Presi-
dent of the Senate and the Speaker of the House of Representatives
not later than the time of its publication in the Federal Register. Tf
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either the Senate or the House of Representatives adopts, prior to the
first day of October next following the submission of said schedule
as required by this division, a resolution of disapproval of such
schedule, the Commissioner shall publish a new schedule of expected
family contributions in the Federal Register not later than fifteen
days after the adoption of such resolution of disapproval. Such new
schedule shall take into consideration such recommendations as may
be made in either House in connection with such resolution and shall
become effective, together with any amendments thereto, with respect
to grants to be made on or after the first day of July next following.
The Commissioner shall publish together with such new schedule, a
statement identifying the recommendations made in either House in
connection with such resolution of disapproval and explaining his
reasons for the new schedule.”.

(d) Section411(a)(3) (B) of the Act is amended—

(1) by inserting at the end of division (ii) the following new
subdivision :

“(VI) Any educational expenses of other dependent children
in the family.”.

(2) by inserting immediately after “student)” in division (iii)
the following: “, and including any amount paid under the
Social Security Act to, or on account of, the student which would
not be paid if he were not a student and one-half any amount

aid the student under chapters 34 and 35 of title 38, United
States Code,”; and

(3) by striking out division (iv).

(e) Section 411(b) of the Act is amended by striking division (ii)
of paragraph (3) (B) and redesignating subsequent divisions accord-
ingly, and by redesignating paragraph (4) and any references thereto
as alliagraph (5) and inserting after paragraph (8) a new paragraph
as follows:

“(4) (A) If the funds available for making payments under this
subpart exceed the amount neecessary to make the payments required
under this subpart to eligible students by 15 per centum or less, then
all of excess funds shall remain available for making payments under
this subpart during the next succeeding fiscal year.

“(B) If the funds available for making payments under this sub-
part exceed the amount necessary to make the payments required
under this subpart to eligible students by more than 15 per centum,
then all of such funds shall remain available for making such pay-
ments but payments may be made under this division only with respect
to entitlements for that fiscal year.”.

(f) Section 411(b) (3) (C) of the Act iz repealed.

() Section 411(b) (5) of the Act (as redesignated by subsection
(e)) is amended by striking out “July 1, 1975" and inserting in lieu
thereof “QOctober 1, 19797,

(h) Section 411 of the Act is amended by adding at the end thereof
the following new subsection :

“(d)(1) In addition to payments made with respect to entitle-
ments under this subpart, each institution of higher eduecation shall
be eligible to receive from the Commissioner the payment of $10 per
academic year for each student enrelled in that institution who is
receiving a basic grant under this subpart for that year. Payment
received by an institution under this subsection shall be used first to
carry out the provisions of section 493A of this Act and then for such
additional administrative costs as the institution of higher education
determines necessary.
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“(2) There are authorized to be appropriated such sums as may be
necessary to carry out the provisions of this subsection. If the sums
appropriated for any fiseal year for making payments under this
subsection are not sufficient to pay in full the amounts provided for
in paragraph (1), then such amount will be ratably reduced. In case
additional funds become available for making payments for an
fiscal year during which the preceding sentence has been applied,
such reduced amounts shall be increased on the same basis as they
were reduced.”

(i) Section 411 of the Act is further amended by adding at the end
thereof the following additional subsection ;

“(e) (1) The Commissioner shall enter into agreements with not
less than two nor more than five States for the processing by such
States of all applications of their residents (through an instrumen-
tality or agent selected by such State) for grants made under this
subpart for the acadeniic year beginning after July 1, 1977, on con-
dition that any State grants which are subsidized in part by Federal
funds, during the period for which State processing of basic educa-
tion opportunity grant applications is carried out by the State, will
be available to eligible State residents for use at the majority of
educational institutions outside that State which are eligible institu-
tions under subpart 1 of this part. No later than ninety days after
termination of the agreements, the Commissioner shall report to the
Congress on the experience with multiple State processing, including
its impact on the delivery of student aid to students, and including
recommendations concerning whether the option of processin[ig appli-
cations for grants under this subpart should be made available to
all States having the capacity to do so.

“(2) Any State entering into an agreement with the Commissioner
shall—

“(A) not be required. without the State’s consent, to perform
services in excess of those required of any private agency or
organization with whom the Commissioner has a contract to per-
form similar application processing, except such additional serv-
ices as may be necessary to produce processing services of a type
and quality equivalent to those produced, throngh the same or
other means; and

*(B) Pe required to determine student eligibility for awards
under this subpart solely on the basis of criteria set forth in this
subpart and regulations promulgated by the Commissioner pur-
suant thereto.

“(3) The Commissioner shall promulgate such regulations as may
be necessary—

“(A) to determine a fair per unit fee for application processing
which, if the Commissioner has a contract with an agency or
organization to perform similar applieation processing, shall be
no more than the amount paid by the Commissioner per appli-
cation for the same academic year to any such agency or organi-
zation ; and

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

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

“(A) employing student application forms that solicit infor-
mation required for both the determination of elieibility under
this subpart and for the determination of eligibility under the
postsecondary educational grant programs of such State; and
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“(B) coordinating the eligibility announcements of State post-
secondary educational grants and grants under this subpart.
“(5) No State which enters into an agreement with the Commis-
sioner may impose any fee or other charge upon a student for Process-
ing of the student’s application for a grant under this subpart.”.

SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS

20 USC 1070b. Sec. 122. (a) Section 413A (b) (1) of the Act is amended by striking
out “July 1, 1975” and inserting in lieu thereof “October 1, 1979".

20USC1070b-2.  (b) Section 413C(b)(4) of the Act is amended) by striking out
“464” and inserting in lien thereof “494”,

STATE STUDENT INCENTIVE GRANTS

20 USC 1070c. Sec. 123. (a) Section 415A(b) of the Act is amended by striking
out “July 1, 1975” and inserting in lieu thereof “October 1, 1979”, and
by adding at the end thereof the following new paragraph :

“(3) Sums apgropriated pursuant to paragraphs (1) and (2) for
any fiscal year shall remain available for payments to States for the
award of student grants under this subpart until the end of the
fiscal year succeeding the fiscal year for which such sums were
appropriated.”.

20 USC 1070c-2. (b) Section 415C (b) of the Act is amended by redesignating clauses
(4) and (5) of such section, and all references thereto, as clauses (5)
and (6), respectively, and i)y inserting after clause (3) thereof the
following new clause:

“(4) provides that, effective with respect to any academic year
beginning on or after July 1, 1977, all nonprofit institutions of
higher education in the State are eligible to participate in the
State program;”.

( c)(l} Section 415A (b) (2) of the Act is amended by inserting
before the period a comma and the following: “and to make bonus
allotments to States pursnant to section 415E".

20 USC 1070c-1. 2) Section 415B(b) is amended by striking out the word “Sums”
and inserting in lieu thereof the following : “Subject to the provisions
of section 415E, sums”. !

(3) Subpart 3 of part A of title IV of the Act is amended by insert-
ing at the end thereof the following new section :

“BONUS ALLOTMENTS FOR STATE STUDENT INCENTIVE GRANT PROGRAMS

20USC1070c-4.  “Sgkc. 415E. Whenever the sum appropriated pursuant to this sub-
part for any fiscal year is in excess of $75,000,000 the Commissioner
shall allot, from 3314 per centum of such excess sums, to each State
having an agreement under section 428(b) an amount which bears the
same ratio to such sum as the number of students in attendance at
institutions of higher education in such State bears to the total num-
ber of students in such attendance in all such States.”.

SPECIAL FROGRAMS FOR STUDENTS FROM DISADVANTAGED BACKGROUNDS

20 USC 1070d. Sec. 124. (a) Section 417A (b) of the Aet is amended by inserting
before the period a comma and the following: “and $200,000,000 for
each of the fiscal years ending prior to October 1, 1979”,

20U8C1070d-1.  (b) (1) Section 417B(a) of the Act is amended by striking out “sec-
tion 41’?‘&(&)” and inserting in lieu thereof “subsection (%) of this
section”.
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(2) The matter preceding paragraph (1) of section 417B(b) of the
Act is amended to read as follows: 1

“(b) Services provided through grants and contracts under this
subpart shall be ifically designed to assist in enabling youths from
low-income families who have academic potential, but who may
lack adequate secondary school preparation, who may be physically
handicapped, or who may be disa.dvantagetl because of severe rural
isolation, to enter, continue, or resume programs of postsecondary
education, including—"". A

(3) Section 417TB(b) (1) (A) of the Act is amended by inserting
after the comma the following: “especially such youths who have
delayed pursuing postsecondary educational training,”.

(4) The first sentence of section 417B(b) of the Act is amended by—

(A) striking out “and” at the end of clause (3? of such sentence,

(B) striking out the period at the end of clause (4) of such
sentence and inserting in lieu thereof a semicolon and the word
*and”, and

(C) adding at the end thereof the following new clause:

“(5) a program of paying up to 90 per centum of the cost of
establishing and operating or expanding service learning centers
at institutions of higher education and other postsecondary edu-
cational institutions serving a substantial number of disadvan-
taged students which—

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

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

(5) Section 417TB(b) of the Act is amended by adding at the end
thereof the following new sentence: “Before making a grant or enter-
ing into a contract under clause (5) of the first sentence of this sub-
section the Commissioner may require any institution subject to such
a contract or grant to submit an application containing or accompanied
by such information, including the ability of that institution to pay
tge non-Federal share of the costs of the project to be assisted, as is
essential to carry out the requirements of that ciause.”.

(c) Section 417B of the Act is amended by adding at the end thereof
the following new subsections:

“(e) In making grants or entering into contracts under clause (1)
or (5) of subsection (b) of this section the Commissioner may permit
students or youths from other than low-income families, not to exceed
one-third of the total served, to benefit by the projects to be assisted
pursuant te that grant or contract.

“(£) (1) The Commissioner is authorized to enter into contracts
with 1nstitutions of higher education and other appropriate public
agencies and nonprofit private organizations to provide training for
staff and leadership personnel who will specialize in improving the
delivery of services to students assisted under this subpart.

“(2) Financial assistance under this subsection may be used for
(A) the operation of short-term training institutes designed to
improve the skills of participants in such institutes, and (B) the devel-
opment of inservice training programs for such personnel.”.

“(g) The Commissioner shall not make grants to programs author-
ized under clause (5) of subsection (b) of this section in any fiscal
year in which the amount appropriated for carrying out this subpart
18 less than $70,331,000.
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L (h} It is the intention of the Con, to encourage, whenever
feasible, the development of individualized programs for disadvan-
taged students assisted under this subpart.”,

EDUCATIONAL INFORMATION PROGRAM

Sec. 125. Part A of title IV of the Act is amended by redesignating
subpart 5, and all references thereto, as subpart 6, and by inserting
immediately after subpart 4 the following new subpart:

“Subpart 5—Educational Information
“PROGRAM AUTHORIZATION

“Sgc. 418A. (a) The Commissioner shall, in accordance with the Enm-
visions of this subpart, make grants to States to pay the Federal share
of the cost of planning, establishing, and operating Educational Infor-
mation Centers to provide educational information, guidance, coun-
seling, and referral services for all individuals, including individuals
residing in rural areas.

# (b)%l) For the purpose of enabling the Commissioner to carry out
this subpart, there are authorized to be appropriated $20,000,000 for
fiscal year 1977, $30,000,000 for fiscal year 1978, and $40,000,000 for
fiscal year 1979.

“(2{ The Commissioner shall allocate funds appropriated in each
year under this subpart to each State submitting a plan approved
under section 418B an amount which bears the same ratio to such
funds as the population of such State bears to the population of all the
States, except that for each fiseal year no State which submitted an
approved plan shall receive from such funds less than $50,000 for that
year. In making allocations under this paragraph, the Commissioner
shall use the latest available actual data, including data on previous
participation, which is satisfactory to him.

“(c) The Federal share of the cost of planning, establishing, and
operating Educational Information Centers for any fiscal year under
this subpart shall be 6624 per centum, and the non-Federal share may
be in cash or in kind.

“(d) For the purposes of this subpart, the term ‘Educational
Information Center’ means an institution or agency, or combination of
institutions or agencies, organized to provide services to a population
in a geographical area no greater than that which will afford all per-
sons within the area reasonable access to the services of the Center.
Such services shall include—

“(1) information and talent search services designed to seek
out and encourage participation in full-time and part-time post-
secondary education or training of persons who could benefit from
such education or training if it were not for cultural or financial
barriers, physical handicap, deficiencies in secondary education, or
lack of information about available programs or financial assist-
ance ;

“(L;) information and referral services to persons within the
area served by the Center, including such services with regard to—

“(A) postsecondary education and training programs in
the region and procedures and requirements for applying and
gaining acceptance to such programs;

“(BT available Federal, State, and other financial assist-
ance, including information on procedures to be followed in
applying for such assistance;
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“(C) available assistance for job placement or gaining
admission to postsecondary education institutions including,
but not limited to, such institutions offering professional,
occupational, technical, vocational, work-study, cooperative
education, or other education programs designed to prepare
persons for careers, or for retraining, continuing education,
or upgrading of skills;

“(D) competency-based learning opportunities, including
opportunities for testing of existing competencies for the pur-
pose of certification, awarding of credit, or advance place-
ment in postsecondary education programs;

“(E) guidance and counseling services designed to assist
persons from the area served by the Center to ideut-if)i' post-
secondary education or training opportunities, includin
part-time opportunities for individuals who are emﬁlqyef\_,
ap&aro riate to their needs and in relationship to each indi-
vidual’s career plans; and

“(F) remedial or tutorial services designed to prepare
persons for postsecondary education opportunities or train-
ing programs, including such services provided to persons
enrolled in postsecondary education institutions within the
area served by the Center,

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

“(e) Nothing in this subpart shall be construed to affect funds
allocated to the establishment and operation of Educational Oppor-
tunity Centers for the disadvantaged pursuant to section 417
(B) (%) (4) of this part.

“ADMINISTRATION OF STATE PROGRAMS

“Sec. 418B. (a) Each State receiving a grant under this part is
authorized in accordance with its State plan submitted pursuant to
subsection (b) of this section, to make grants to, and contracts with,
institutions of higher education, including institutions with vocational
and career education programs, and combinations of such institutions,
public and private agencies and organizations, and loeal eduecation
agencies in combination with any institution of higher education,
for planning, establishing, and operating Educational Information
Centers within the State,

“(b) Any State desiring to receive a grant under this subpart
shall submit for the approval of the Commissioner a State plan,
which shall include—

“(1) a comprehensive strategy for establishment or expansion
of Educational Information Centers, designed to achieve the
goal, within a reasonable period of time, of making available
within reasonable distance to all residents of the State the serv-
ices of an Educational Information Center;

“(2) assurances concerning the source and availability of State.
local, and private funds to meet the non-Federal share of the cost
of the State plan required by section 418A (¢) ; and
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“(3) such other provisions as are essential to carry out the
provisions of this subpart.”.

VETERANS' COST-OF-INSTRUCTION PAYMENTS

Sec. 126. (a)(1) Section 420(a) (1) of the Act is amended by
striking out “June 30, 1975” and inserting in lieu thereof “Septem-
ber 30, 1979”.

(2) Section 420(a) of the Act is amended by adding at the end
thereof the following:

“(3) During the period beginning July 1, 1976, and ending Sep-
tember 30, 1977, each institution which has qualified for payment
under this section for the preceding year shall be entitled during such
period, notwithstanding paragraph (1), to a payment under this
section, if the number of persons referred to in such paragraph (1),
equals whichever is the lesser of (A) at least the number of such
persons who were in attendance at such institution during the pre-
ceding academic year less the number of such persons whose eligibility
for educational assistance under chapter 34 of title 38, United States
Code, expired on May 31, 1976, by virtue of section 1662(c) of such
title, or (B) at least the minimum number of such persons necessary
to establish eligibility to entitlement under paragraph (1) during
the preceding academic year less the number of such persons whose
eligibility for educational assistance under chapter 34 of title 38,
United States Code. expired on May 31, 1976, by virtue of section
1662(c) of such title.”.

(b) Section 420(c) (1) (B) (iii) of the Act is amended by inserting
“(with special emphasis on educationally disadvantaged veterans)
after “ontreach”, and by inserting “(with special emphasis on the
veteran-student services program under section 1685 of such title 38)”
after “grop;rams”.

(e) Section 420 of the Act is amended by adding at the end thereof
the following new subsections:

“(f) The Commissioner, in carrying out the provisions of this sec-
tion, shall seek to assure the coordination of programs assisted under
this section with programs carried out by the Veterans' Administra-
tion pursuant to title 38 of the United States Code, and the Admin-
istrator of Veterans’ Affairs shall provide all assistance, technical
consultation, and information otherwise authorized by law as neces-
sary to promote the maximum effectiveness of the activities and pro-
grams assisted under this section.

“(g) The program provided for in this section shall be administered
by an identifiable administrative unit in the Office of Education.”.

(d) Not later than ninety days after the enactment of this Act, the
Commissioner shall prepare and submit to the Congress a report con-
taining a summary of the activities and programs (including the num-
ber and characteristics of veterans served) at institutions of higher
education receiving assistance under section 420 of the Higher Edu-
cation Act of 1965 (relating to veterans’ cost-of-instruction payments)
and a description of the steps taken (and the results thereof) to carry
out his responsibility under subsection (¢) (1) of that section to moni-
tor and determine the adequacy of efforts by such institutions.
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FEDERAL AND STATE INSURED LOAN PROGRAMS

Sec. 127. (a) Part B of title IV of the Act is amended to read as
follows:

“Part B—FEpERAL, STATE, AND PRIVATE PROGRAMS OF LOW-INTEREST
Insurep Loans 10 Stupents v InstrruTions oF  HigHER
Ebucation

“STATEMENT OF PURPOSE AND APPROPRIATIONS AUTHORIZED

“Sec. 421. (a) The purpose of this part is to enable the Commis-
sioner (1) to encourage States and nonprofit private institutions and
organizations to establish adequate loan insurance programs for stu-
dents in eligible institutions (as defined in section 435), (2) to pro-
vide a Federal program of student loan insurance for students or
lenders who do not have reasonable access to a State or private non-
profit program of student loan insurance covered by an agreement
under section 428(b), (3) to pay a portion of the interest on loans to
qualified students which are made by a State under a direct loan pro-
gram meeting the requirements of section 428(a) (1) (B), or which are
insured under this part or under a program of a State or of a non-
profit private institution or organization which meets the require-
ments of section 428(c) (1) (A), and (4) to guarantee a portion of
each loan insured under a program of a State or of a nonprofit private
institution or organization which meets the requirements of section
428(a) (1) (C). . _

“(b) 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
$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 pro-
grams, 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 State and non-
profit institutions and organizations with which the Commissioner
has an agreement under section 428(b).

Sums appropriated under clauses (1), (2), (:(g, and (5) of this
subsection shall remain available until expended, and sums appro-
priated under clause (3) of this subsection shall remain available for
advances under section 422 until the close of the fiscal year ending
June 30, 1968.
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“(e) For purposes of carrying out this part—

“(1) the Commissioner shall develop and execute a plan de-
signed to encourage the establishment of student loan insurance
program by each State which does not have such a program
covered by an agreement pursuant to section 428(Db) ;

“(2) the Commissioner shall make a report to the Congress
within 180 days after the enactment of the Education Amend-
ments of 1976, containing a description of the plan developed
according to paragraph (1) accompained by a timetable for the
execution of such plan; and

“(3) the Commissioner shall make a report to the Congress
before June 30, 1977, which shall include—

“(A) a description of the activities the Commissioner and
his designees have undertaken pursuant to paragraph (1),

“(B) a description of such State’s plans to establish a
program meeting the requirements of section 428(b), and

“(C) the Commissioner's recommendations to the Con-
gress as to what changes in law, or policy would encourage
the establishment of such a program in all States without
such programs.

ADVANCES FOR RESERVE FUNDS OF STATE AND NONPROFIT PRIVATE LOAN
INSURANCE TPROGRAMS

“Sec. 422, (a) (1) From the sums appropriated pursnant to clauses
(3) and (4) (A) of section 421(b). the Commissioner is aunthorized to
make advances to any State with which he has made an agreement
pursuant to section 428 (b) for the purpose of helping to establish or
strengthen the reserve fund of the student loan insurance program
covered by that agreement. If for any fiscal vear a State does not have
a student loan insurance program covered by an agreement made pur-
suant to section 428(b), and the Commissioner determines after con-
sultation with the chief executive officer of that State that there is no
reasonable likelithood that the State will have such a student loan in-
surance program for such year, the Commissioner may make advances
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 section 428(b) in order to enable students in the State to
participate in a program of student loan insurance covered by such an
agreement. The Commissioner may make advances under this subsec-
tion 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 advaneces are necessary in order that students in each eligible
institution have access through such institution to a student loan
isurance program which meets the requirement of section 428(b) (1).

“(2) No advance shall me 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 immedi-
ately preceding the making of the advance) of the reserve fund less
the greater of (A) the sum of (i) advances made under this section
prior to July 1, 1968, (ii) an amount equal to twice the amount of
advances made under this section after June 30, 1968, and before the
advance for purposes of which the determination is made, and (iii)
the proceeds of earnings on advances made under this section, or (B)
any amount which is required to be maintained in such fund pursuant



PUBLIC LAW 94-482—O0CT. 12, 1976

to State law or regulation, or by agreement with lenders, as a reserve
against the insurance of outstanding loans.

“(3) Advances pursuant to this subsection shall be upon such terms
and conditions (including conditions relating to the time or times of
payment) consistent with the requirements of section 428(b) as the
Commissioner determines will best carry out the purposes of this
section. Advances made by the Commissioner under this subsection
shall be repaid within such period as the Commissioner may deem to
be appropriate in each case 1n the light of the maturity and solvency
of the reserve fund for which the advance was made.

“(b) (1) The total of the advances to any State prior to July 1,
1968, pursuant to subsection (a) may not exceed an amount which
bears the same ratio to 214 per centum of $700,000,000 as the popula-
tion of that State aged eighteen to twenty-two, inclusive, bears to the
total population of all the States aged eighteen to twenty-two inclu-
sive. The amount available, however, for advances to any State for
each fiscal year ending prior to July 1, 1968, shall not be less than
$25,000, and any additional funds needed to meet this requirement
shall be derived by proportionately reducing (but not below $25,000
per year) the amount available for advances to each of the remaining
States. Advances to nonprofit private institutions and organizations
prior to July 1, 1968, pursuant to subsection (a) may be in such
amounts as the Commissioner determines will best achieve the pur-
poses for which they are made, except that the sum of (1) advances
to such institutions and organizations for the benefit of students in any
State plus (2) the amounts advanced to such State, may not exceed
the maximum amount which may be advanced to that State pursuant
to the first two sentences of this subsection.

“(2) The total of the advances from the sums %ppm.priated pur-
suant to clause (4) (A) of section 421(b) to nonprofit private institu-
tions and organizations for the benefit of students in any State and
(B) to such State may not exceed an amount which bears the same
ratio to such sums as the population of such State aged eighteen to
twenty-two, inclusive, bears to the population of all the States aged
eighteen to twenty-two, inclusive, but such advances may otherwise
be in such amounts as the Commissioner determines will best achieve
the purposes for which they are made. The amount available, how-
ever, for advances to any State shall not be less than $25.000, and any
additional funds needed to meet this requirement shall be derived b
proportionately reducing (but not below $25,000) the amount avail-
able for advances to each of the remaining States.

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

“(e) (1) From sums appropriated pursuant to section 421(b) (4)
(B), the Commissioner shall)l advance to each State which has an agree-
ment with the Commissioner 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
making payments under the State’s insurance obligations under such

rogram.

“(2) (A) Except as provided in subparagraph (B), the amount to
be advanced to each such State shall be oequaiJ to the greater of (i)
$50,000, or (ii) 10 per centum of the principal amount insured by such
agency on those loans on which the first payment of &rincipal became
due during the fiscal year immediately preceding the fiscal year in
which the advance is made.

90 STAT. 2101
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“(B) The amount of any advance determined according to subpara-
graph (A) of this paragraph shall be reduced by (i) the amount of
any advance or advances made to such State pursuant to this subsec-
tion at an earlier date, and (ii) the amount of the unspent balance of
the advances made to a State pursuant to subsection (a}

“(C) For purposes of subparagraph (B) the unspent balance of the
advances made to a State pursuant to subsection (ag shall be that por-
tion of the balance of the State’s reserve fund (remaining at the time
of the State’s first request for an advance pursuant to this subsection)
which bears the same ratio to such balance as the Federal advances
made and not returned by such State, pursuant to subsection (:;3,
bears to the total of all past contributions to such reserve fund 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).

“(8) The earnings, 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) (A) No repayment of any advances made pursuant to this sub-
section shall be required until such time as the sum of the advances
under this subsection exceeds 20 per centum of the State’s outstandin
insurance obligation determined in accordance with subparagraph
(B) of this paragraph.

“(B) For purposes of this paragraph, a State’s outstanding insur-
ance obligation s{:ull be determined by subtracting from the total prin-
cipal amount of loans insured by the State since it entered into an
agreement pursuant to section 428 ﬁb), the total principal amount of
loans insured by such State which have been fully repaid by the bor-
rower, the State itself, or the Commissioner, and loans which have
been caneceled. _

“(C) At such time as advances pursuant to this subsection reach the
level indicated in subpamsgraph (A) of this paragraph, the amount
of any excess shall be paid over to the Commissioner in a lump sum
at the beginning of eac{l fiscal year for deposit in the fund establ] ished
by section 431. )

“(5) Advances pursuant to this subsection shall be made to a
State—

“(A) in the case of a State which is actively carrying on a pro-
gram under an agreement pursuant to section 428(b) which was
entered into before the effective date of this subsection, upon such
date as such State may request, but not before October 1, 1977, and
on the same day of each of the two succeeding calendar years after
the date so requested ; and

“(B) in the case of a State which enters into an agreement pur-
suant to section 428(b) on or after the effective date of this sub-
section, upon such date as such State may request, but not before
October 1, 1977, and on the same day of each of the four succeed-
ing calendar years after the date so requested of the advance.

“(6) (A) If for any fiscal year a State does not have a student loan
insurance program covered by an agreement made pursuant to section
428 (b), and the Commissioner determines after consultation with the
chief executive officer of that State that there is no reasonable likeli-
hood that the State will have such a student loan insurance program
for such year, the Cominissioner 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 agree-
ment pursuant to subsection (¢), as well as subsection (b), of section
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428 and subparagraph (B) of this paragraph in order to enable stu-
dents in that State to participate in a program of student loan insur-
ance covered by such agreements.

“(B) The Commissioner may enter into an agreement with a private
nonprofit institution or organization for purposes 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 commerecial lender participation within the
State, and to conduct periodic visits to at least the major eligible
lenders within the State,

“(ii) agrees that its insurance will not be denied any student
because :)%his choice of eligible institutions or the student’s lack of
need, and

“(1i1) certifies that it is neither an institution, nor has any sub-
stantial affiliation with an institution.

“EFFECTS OF ADEQUATE NON-FEDERAL PROGRAMS

“Sro. 423. (a) Except as provided in subsections (b) and (c), the
Commissioner shall not issue certificates of insurance under section
499 to lenders in a State if he determines that every eligible institution
has reasonable access in that State to a State or private nonprofit
student loan insurance program which is covered by an agreement
under section 428(b).

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

“(1) for insurance of a loan made to a student borrower who
does not, by reason of his residence, have aceess 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), or

“(2) for insurance of all of the loans made to student borrowers
by a lender who satisfies the Commissioner 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 suech student borrowers.

“(c) The Commissioner shall not deny, because of any provision
of this section, a certificate of insurance under section 429 to any eligi-
ble lender which is an eligible institution if such lender has previously
executed an agreement with the Commissioner pursuant to section 433
of this part, unless the Commissioner determines, based upon studies
and surveys satisfactory to him, that access to a loan by all eligible
students who make an active and diligent effort to obtain a loan under
this part will be otherwise available. In order to carry out the provi-
sions of the preceding sentence the Commissioner shall periodically
assess the availability of loans to eligible students through studies
and surveys undertaken by him and through review of properly con-
ducted studies and surveys made available to him.

“SCOPE AND DURATION OF FEDERAL LOAN INSURANCE PROGRAM

_ “Smc. 424, (a) The total principal amount of new loans made and
installments pald pursuant to lines of credit (as defined in section
435) to students covered by Federal loan insurance under this part
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shall not exceed $1,400,000,005 for the fiscal year ending June 30, 1972,
$1,600,000,000 for the fiscal year ending June 30, 1973, $1,800,000,000
for the fiseal year ending June 30, 1974, $2,000,000,000 for each of the
fiscal years ending June 30, 1975, and 1976, and $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, 1981, 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 insur-
ance may be granted for any loan made or installment paid after
September 30, 1985.

*(b) The Commissioner may, if he finds it necessary to do so in order
to assure an equitable distribution of the benefits of this part, assign,
within the maximum amounts specified in subsection (a), Federal
loan insurance qfuotas applicable to eligible lenders, or to States or
a.reati, and may from time to time reassign unused portions of these
quotas.

“LIMITATIONS ON INDIVIDUAL FEDERALLY INSURED LOANS AND ON FEDERAL
LOAN INSURANCE

20 USC 1075. “Sec, 425. (a) (1) The total of loans made to a student in any
academic year or its equivalent (as determined by the Commissioner)
which may be covered by Federal loan insurance under this part may
not exceed $2,500 in the case of a student who has not successfully
completed a program of undergraduate education, or $5,000 in the
case of a graduate or professional student (as defined in regulations of
the Commissioner), except—

“(A) that in the case of a loan to a student who is or will be in
his first year of a program of undergraduate education, and who
has not I{reviously enrolled in such a program which is made by
an eligible lender as described in section 435(g) (1) (D) or which
is made or originated (as defined in section 433 (b) ) by an eligible
institution, the loan may not exceed the lesser of $2,500 or 50 per
centum of the estimated cost of attendance (caleulated in accord-
ance with the provisions of section 428(a) (2) (C) (1)),

“(B) that in the case of a loan made or originated (as defined
in section 433(b)) by an eligible institution which is made to a
student for his first academic year of postsecondary education,
the loan may exceed $1,500 only if it is to be disbursed in two or
more installments none of which exceeds one-half of the loan,
with the interval between the first and second of such installments
being not less than one-third of the period of enrollment for
which the student received the loan, and

Regulations. “(C) in cases where the Commissioner determines, pursuant

to regulations preseribed by him, that a higher amount is war-
ranted in order to carry out the gurpmes of this part with respect
to students engaged in specialized training requiring exceptionally
high cost of education.
The annual insurable limit per student shall not be deemed to be
exceeded by a line of credit under which actual payments by the
lender to the borrower will not be made in any year in excess of the
annual limit. . X
“(2) The aggregate insured unpaid principal amount for all such
insured loans made to any student shall not at any time exceed $7,500,
in the case of any student who has not successfully completed a pro-
gram of undergraduate education, and $15,000 in the case of any
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graduate or professional student (as defined by regulations of the
Commissioner and including any loans which are insured by the Com-
missioner under this part, or by a State or nonprofit institution or
organization with which the Commissioner has an agreement under
section 428(b), made to such person before he became a graduate or
rofessional student). i :

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

“(1) if, for any fiscal year, the total amount of payments under
section 430 by the Commissioner to any eligible lender as described
in section 435(g) (1} (D) exceeds 5 per centum of the sum of the
loans made by such lender which are insured by the Commissioner
and which were in mgayment at the end of the preceding fiseal
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 per centum of the amount of such portion ;

$ (1 ii) if, for any fiscal year, the total amount of such payments
to such a lender exceeds 9 per centum of such sum, the insurance
liability under this subsection for that portion of such excess
whieh represents loans insured after the applicable date with
respect to such loans, as determined under subparagraph (c),
shall be equal to 80 per centum of the amount of such portion.

“(B) Notwithstanding subparagraph (A), the provisions of clauses
(1) and (ii) shall not apply to an gglble lender as described in section
435(g) (1) (D) for the fiseal {ear in which such lender begins to carry
on a loan program insured by the Commissioner, or for any of the
four succeeding fiscal years.

“(C) The applicable date with respect to a loan made by an eligible
lender as descn%ed in section 435(g) &1) (D) 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 constitution of the
appropriate State ﬂrohibits a pledge of such State’s credit as
E%illllr(ilty against such bonds, the day which is one year after such

ay.

“(2) For the purposes of this subsection, the sum of the loans made
by a lender which are insured by the Commissioner and which are in
repayment shall be the original prineipal amount of loans made b
such lender which are insured by the Commissioner reduced by (A§
the amount the Commissioner has been required to pay to discharge
his insurance obligations under this part, (B) the original principal
amount of loans insured by the Commissioner which have been fully
repaid, (C) the original principal amount insured on those loans for
which payment of first installment of principal has not become due
Eursu.ant to section 427(a) (2) (B) or such first installment need not

e paid pursuant to section 427(a) (2) (C), and (D) the original prin-
cipal amount of loans repaid by the Commissioner under section 437.

“(3) For the purposes of this subsection, payments by the Com-
missioner under section 430 to an assignee of the lender with respect to
a loan shall be deemed payments made to such lender.

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

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

“BLIGIBILITY OF STUDENT BORROWERS AND TERMS OF FEDERALLY INSURED
STUDENT LOANS

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

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

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

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

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

b {i as provided in clause (C) below,

“(i1) that the period of the loan may not exceed fifteen
years from the execution of the note or written agree-
ment evidencing it,

“(iii) that the note or other written instrument may
contain such provisions relating to repayment in the
event of defauﬁ: in the payment of interest or in the pay-
ment of the cost of insurance premiums, or other dega.&ult
by the borrower, as may be authorized by regulations of
the Commissioner in effect at the time the loan is made,

and

“(iv) that the lender and the student, after the student
ceases to carry at an eligible institution at least one-half
the normal full-time academic workload as determined b
the institution, may agree to a repayment schedule whic
begins earlier, or is of;horter duration, than required by
this subparagraph, except that in the event a student
has requested and obtained a repayment period of less
than five years, he may at any time prior to the total re-
payment of the loan, have the repayment period extended
so that the total repayment period is not less than five
years,
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“(C) provides that periodic installments of principal need
not be paid, but interest shall acerue and be paid, during any
period (i) during which the borrower is pursuing a full-time
course of study at an ‘eligible institution’, or is pursuing a
course of study pursuant to a graduate fellowship program
approved by the Commissioner, (ii) not in excess of three

ears during which the borrower is a member of the Armed
%orces of the United States, (iii) not in excess of three years
during which the borrower is in service as a volunteer under
the Peace Corps Act, (iv) not in excess of three years during
which the borrower is in service as a full-time volunteer under
the Domestic Volunteer Service Act of 1973, or (v) during a
single period, not in excess of twelve months, at the request
of the borrower, during which the borrower is seeking and
unable to find full-time employment, and any such period
shall not be included in determining the ten-year period or
the fifteen-year period provided in clause (1B3) above,

o (hD) provides for interest on the unpaid principal balance

of the loan at a yearly rate, not exceeding the applicable
maximum rate preseribed and defined by the gecretar.v
(within the limits set forth in subsection (b)) on a national.
regional, or other appropriate basis, which interest shall be
payable in installments over the period of the loan except
that, if provided in the note or other written agreement, any
interest payable by the student may be deferred until not
later than the date uﬂon which repayment of the first install-
ment of srincipal falls due, in which case interest that has so
acerued 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 Commissioner under this
part, and that the lender will enter into such agreements
with the Commissioner as may be necessary for the purposes
of section 437.

“(F) entitles the student borrower to accelerate without
penalty repayment of the whole or any part of the loan,

“(G) provides that, in the case of each loan insured by
the program, the eligible institution attended by the bor-
rower at the time of the loan will be notified of such insur-
ance and the name of the lender making the loan, and such
notification will be made either by (i) the prompt transmittal
of such information to the institution by the insurer or the
lender, or (ii) a requirement of the insurer, as a condition
of its insurance, that the lender shall transmit any checks
for the proceeds of such loan directly to the eligible institu-
tion for delivery to the borrower;

“(H) the funds borrowed by a student are disbursed by
check payable to the order and requiring the endorsement of
such student, and

“(I) contains such other terms and conditions, consistent
with the provisions of this part and with the regulations
issued by the Commissioner pursuant to this part, ag 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 Commis-
sioner with respect to such loan.
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“(b) No maximum rate of interest prescribed and defined by the
Secretary for the purposes of clause (2) (D) of subsection (Ia) may
exceed 7 per centum per annum on the unpaid principal balance of
the loan.

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

“FEDERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS

“Sec. 428. (a) (1) Each student who has received a loan for study
at an eligible institution—
o § )) which is insured by the Commissioner under this part;
“(B) which was made under a State student loan program
(meeting criteria prescribed by the Commissioner), and which
was contracted for, and paid to the student, within the period
specified by paragraph (5); or

“(C) which is msured under a program of a State or of a non-

¥ro t private institution or organization which was contracted
or, and paid to the student, within the period specified in para-
graph (5), and which—

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

(i1) in the case of a loan insured after June 30, 1967, is
insured under a program covered by an agreement made
pursuant to subsection (b),

shall be entitled to have paid on his behalf and for his account to the
holder of the loan a portion of the interest on such loan under circum-
stances deseribed in paragraph (2).

“(2) (A) Each student qualifying for a portion of an interest pay-

ment under paragraph (1) shall—

“(1) Eave provided to the lender a statement from the eligible
institution, at which the student has been accepted for enrollment,
or at which he is in attendance in good standing (as determined
by such institution), which—

“(I) sets forth such student’s estimated costs of attendance

and
“(II) sets forth such student’s estimated financial assist-
ance; and
“(ii) meet the requirements of subparagraph (B).

“(B) For the purposes of clause (ii) of subparagraph (A), a stu-
dent shall qualify for a portion of an interest payment under para-
graph (1) if such student’s adjusted family income at the time of
execution of the note or written agreement evidencing such loan—

“(i) islessthan $25,000;or
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“(ii) is equal to or greater than $25,000 and the eligible institu-
tion has provided the lender with a statement evidencing a deter-
mination of need and recommending a loan in the amount of such

need.

“(C) For the purposes of paragraph (1) and this paragraph—

“(i) a student’s estimated cost of attendance means, for the
period for which the loan is sought, the tuition and fees applicable
to such student together with the institution’s estimate of other
expenses reasonably related to attendance at such institution,
including, but not limited to, the cost of room and board, reason-
able commuting costs, and costs for books;

“(ii) 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 parts A, C, and E of this title, plus
other scholarship, gmnt, or loan assistance ;

“(iii) the term ‘eligible institution’ when used with respect to
a student is the eligible institution at which the student has been
accepted for enrollment or, in the case of a student who is in
attenclance at snch an institution, at which the student is in good
standing (as determined by such institution) ;

“(iv) the determination of need and the amount of a loan rec-
ommended by an eligible institution under subparagraph (B)
(ii) with respeet to a student shall be determined by subtractin
from the estimated cost of attendance at such institution the tota
of the expecterl family contribution with respect to such student
(as determined by means other than one formulated by the Com-
missioner under subpart 1 of part A of this title) plus any other
resources or student financial assistance reasonably available to
such student.

“(D) For the purposes of this paragraph, the adjusted family
income of a student shall be determined pursuant to regulations of the
Commissioner in effect at the time of the execution of the note or writ-
ten agreement evidencing the loan. Such regulations shall provide for
taking into account such factors, including family size, as the Com-
missioner deems appropriate. In the absence of fraud by the lender,
such determination of the need of a student under this paragraph shall
be final insofar as it concerns the obligation of the Commissioner to
pay the holder of a loan a portion of the interest on the loan.

“(3) (A) Except as provided in paragraph (8), the portion of the
interest on a loan which a student is entitled to have paid on his behalf
and for his account to the holder of the loan pursuant to paragraph
(1) of this subsection shall be equal to the total amount of the interest
on the unpaid Erincipal amount of the loan which acerues prior to the
beginning of the repayment period of the loan, or which acerues dur-
ing a period in which principal need not be paid (whether or not such
principal is in fact paid) by reason of a provision described in sub-
section (b) (1) (M) of this section or in section 427(a) (2) (C); but,
except as provided in paragraph (8) of this subsection, such portion
of the interest on a loan shall not exceed, for any period, the amount
of the interest on that loan which is payable by the student after
taking into consideration the amount of any interest on that loan
which the student is entitled to have paid on his behalf for that period
under any State or private loan insurance program. 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 Commissioner the portion of inter-
est which has been so determined. The Commissioner shall pay this
portion of the interest to the holder of the loan on behalf of and for
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the account of the borrower at such times as may be specified in regula-
tions in force when the applicable agreement entered into pursuant to
subsection (b) was made, or, if the loan was made by a State or is
insured under a program which is not covered by such an agreement,
at such times as may be specified in regulations in force at the time the
loan was paid to the stu(ﬂant.

“(B) If (i) a State student loan insurance program is covered by an
agreement under subsection (b), (ii) a statute of such State limits
the interest rate on loans insured by such program to a rate which is
less than T per centum per annum on the unpaid prinecipal balance,
and (iii) the Commissioner determines that section 428(d) does not
make such statutory limitation inapplicable and that such statuto
limitation threatens to impede the carrying out of the purposes of this
part, then he 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 beﬁrhmin on the sixtieth day after the date of
enactment of the Higher Ed%cation Amendments of 1968 and ending
120 days after the adjournment of such State’s first regular legis-
lative session which adjourns after January 1, 1969. Such administra-
tive cost allowance shall be paid over the term of the loan in an
amount per annum (determined by the Commissioner) which shall
not exceed 1 per centum of the unpaid principal balance of the loan,
_ “(4) Each holder of a loan with respect to which payments of
interest are required to be made by the Commissioner shall submit
to the Commissioner, at such time or times and in such manner as
he may prescribe, statements containing such information as may be
required by or pursuant to regulation for the purpose of enabling the
Commissioner to determine the amount of the payment which he
must make with respect to that loan.

“(5) The period referred to in subparagraphs (B) and (C) of
parvagraph (1) of this subsection shall begin on the date of enactment
of this Act and end at the close of September 30, 1981, except that, in
the case of a lcan made or insured un&er a student loan or loan insur-
ance program to enable a student who has obtained a prior loan made
or insured under such program to continue his educational program,
sneh period shall end at the close of September 30, 1985,

“(6) No payment may be made under this section with respect to
the interest on a loan made from a student loan fund established under
title IT of the National Defense Education Act of 1958 or part E of
this title.

“(7) Nothing in this or any other Act shall be construed to pro-
hibit or require, unless otherwise specifically provided by law, a
lender to evaluate the total financial situation of a student makJ_nE
application for a loan under this part, or to counsel a student wit
respect to any such loan, or to make a decision based on such evalua-
tion and counseling with respect to the dollar amount of any such
loan,

“(8)(A) In the case of any eligible lender (other than an eligible
institution or an agency or instrumentality of a State), which is
approved by the Commissioner pursuant to suhparp,%rapl; (B) of this
paragraph for the purpose of authorizing multiple disbursements
and which enters into a binding agreement with a student to make
a loan—

“(i) for which the student is entitled to have a portion of the
interest paid on his behalf under this section, and

“(ii) the proceeds of which loan are to be paid to the student
in multiple disbursements over the period of enrollment for
which the loan is made, but not to exceed twelve months,
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the amount of the interest payment and the amount of any special
allowance payment to be paid under section 438 shall be determined
as if the entire amount to be made available for that period of enroll-
ment had been disbursed on the date on which the first installment
thereof was disbursed, and any inerease in the rate of interest on the
loan attributable to such multiple disbursements shall not be deemed
to violate any provision of this part relating to the maximum rate of
interest on surs'l loan. The provisions of this paragraph shall apply
only in the case of loans paid in multiple disbursements, in accord-
ance with regulations of the Commissioner, based on the need of the
student for the proceeds of such loan over the course of the academic
ear.

“(B) The Commissioner may approve an eligible lender for the
purposes of this paragraph if he determines—

“(i) that snch%ender is making or will be making a substantial
volume of loans on which an interest subsidy is payable under this
section, and

“(i1) that such lender has sufficient experience and administra-
tive capability in processing such loans to enable the lender to
make such multiple disbursements in accordance with regulations
issued by the Commissioner nunder this subparagraph.

“(9% With respect to any loan for which a portion of the interest is
payable under this section, in the case of a student attending an eligible
nstitution which is located in other than a State, the determinations
to be made (except determinations of good standing) and the statement
to be provided by such institution under paragraph (2) (A) (i) and
é‘Q) (B) (ii) of this subsection shall be made and provided by (A) the

Jommissioner in the case of a loan deseribed by paragraph (1)(A),
(B) the State in the case of a loan described by paragraph (1) (B),
or (C) the State or a nonprofit private institution or organization
1(1? t.(hés) case may be, in the case of a loan described by paragraph

)‘(b) (1) Any State or any nonprofit private institution or organiza-
tion may enter into an agreement with the Commissioner for the pur-
pose of entitling students who receive loans which are insured under
a student loan msurance program of that State, institution, or orga-
nization to have made on their behalf the payments provided for in
subsection (a) if the Commissioner determines that the student loan
insurance program—

“(A) authorizes the insurance of not less than $1,000 nor more
than $2,500 in the case of a student who has not successfully com-
pleted a program of undergraduate education, or $5,000 in the
case of a graduate or professional student (as defined in regula-
tions of the Commissioner), except—

(i) that the program may not authorize the insurance of
a loan which is made by an eligible lender as described in
section 435(g) (1) (D) or which is made or originated (as
defined in section 433(b)) by an eligible institution to a stu-
dent who has not successfully completed a program of under-
graduate education in an amount in excess of $2,500 or 50
per centum of the estimated cost of attendance (calculated
in accordance with section 428(a) (2) (C) (1)),

“(ii) that the program may not authorize the insurance of a
loan in excess of $1,500 for an academie vear which is made
or originated (as defined in section 433(b)) by an eligible
institution, and is made to a student for his first academic
year of postsecondary education, nnless the loan is to be dis-
bursed in two or more installments, none of which exceeds
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one-half of the loan, with the interval between the first and
second of such installments being not less than one-third of
the period of enrollment for which the student received the
loan, and

“(ii1) in cases where the Commissioner determines, pursu-
ant to regulations prescribed by him, that a higher amount
is warranted in order to carry out the purposes of this part
with respect to students engaged in specialized training
requiring exceptionally high costs of education,

but the annual insurable limit per student shall not be deemed
to be exceeded by a line of credit under which actual payments by
the lender to the borrower will not be made in any years in excess
of the annual limit;

“(B) provides that the aggregate insured unpaid principal
amount for all such insured loans made to any student shall not
at any time exceed $7,500, in the case of any student who has not
successfully completed a program of undergraduate education,
and $15,000 in the case of any graduate or professional student (as
defined by regulations of the Commissioner and including any
loans which are insured by the Commissioner under this part, or
by a State or nonprofit institution or organization with which the
Commissioner has an agreement under section 428(b), made to
such person before he became a graduate or professional student) ;

“(C) authorizes the insurance of loans to any individual stu-
dent for at least six academic years of study or their equivalent
(as determined under regulations of the Cormnissiongg

7 (ID) provides that (i) the student borrower shall be entitled to
accelerate without penalty the whole or any part of an insured
loan, (ii) except as provided in subparagraph (M) of this para-
graph, the period of any insured loan may not exceed fifteen
years from the date of execution of the note or other written evi-
dence of the loan, and (iii) the note or other written evidence
of any loan, may contain such provisions relating to repayment
in the event of default by the borrower as may be authorized by
regulations of the Commissioner 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 para-
graph, provides that repayment of loans shall be in installments
over a period of not less than five years (unless the student, dur-
ing the nine- to twelve-month period preceding the start of the
repayment period, specifically requests that repayment be made
over a shorter period) nor more than ten years beginning not
earlier than nine months nor later than one year after the student
ceases to pursue a full-time course of study at an eligible institu-
tion, except—

“(i) that, if the program provides for the insurance of
loans for part-time study at eligible institutions, the program
shall provide that such repayment period shall begin not
earlier than nine months nor later than one year after the
student ceases to carry at an eligible institution at least one-
half the normal full-time academic workload as determined
by the institution ;

“(ii) that the lender and the student, after the student
ceases to carry at an eligible institution at least one-half the
normal full-time academic workload, as determined by the
institution, may agree to a repayment schedule which begins
earlier, or is of shorter duration, than required by this sub-
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paragraph, except that in the event a student has requested
and obtained a repayment period of less than five years, he
may at any time prior to the total repayment of the loan
have the repayment period extended so that the total repay-
ment period is not less than five years;

“(F) authorizes interest on the unpaid balance of the loan at
a yearly rate not in excess of 7 per centum per annum on the
unpaid principal balance of the loan (exclusive of any premium
for insurance which may be passed on to the borrower) ; _

“(@) insures not less than 80 per centum of the unpaid prin-
cipal of loans insured under the program; 5 ]

“(H) does not provide for collection of an excessive insurance
premium; :

“(I) provides that the benefits of the loan insurance program
will not be denied any student who is eligible for interest benefits
under section 428 (a) (1) and (2) except in the case of loans made
by an instrumentality of a State or eligible institution;

“(J) provides that a student may obtain insurance under the
program for a loan for any year of study at an eligible institution;

“%{{&) in the case of a State program, provides that such State
program is administered by a single State agency, or by one or
more nonprofit private institutions or organizations under super-
vision of a single State agency ;

“(L) provides that the total of the payments by a borrower
during any year of any repayment period with respect to the ag-

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

“(M) provides that periodic installments of principal need
not be paid, but interest shall accrue and be paid during any
period (i) during which the borrower is pursuing a full-time
course of study at an eligible institution, or is pursuing a course
of study pursuant to a graduate fellowship program approved
by the Commissioner, (ii) not in excess ‘t}]fj three years during
which the borrower is a member of the Armed Forces of the
United States, (iii) not in excess of three years during which
the borrower 1s in service as a volunteer under the Peace Corps
Act, (iv) not in excess of three years during which the borrower
is in service as a full-time volunteer under the Domestic Volun-
teer Service Act of 1973, or (v) during a single period, not in
excess of twelve months, at the request of the borrower, during
which the borrower is seeking and unable to find full-time
employment ;

“(N) provides that in the case of each loan insured by the
pmﬁram that the eligible institution attended by the borrower
at the time of the loan will be notified of such insurance and the
name of the lender making the loan, and such notification will
be made either by (i) the prompt transmittal of such information
to the institution by the insurer or the lender, or (ii) a require-
ment of the insurer, as a condition of its insurance, that the lender
shall transmit any checks for the proceeds of such loan directly
to the eligible institution for delivery to the borrower;
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“(0) provides that funds borrowed by a student are disbursed
by check payable to the order and requiring the endorsement of
such student;

“(P) provides that the borrower shall, within four months
after ceasing to carry at an eligible institution at least one-half
the normal full-time academic workload as determined by the
institution, contaet the holder of his loan to negotiate the terms
of his repayment obligations, and

“(Q) requires the borrower to promptly notify the holder of
the loan concerning any change of address.

“(2) Such an agreement shall—

“(A) provide that the holder of any such loan will be required
to submit to the Commissioner, at such time or times and in such
manner as he may prescribe, statements containing such informa-
tion as may be required by or pursuant to regulation for the pur-
pose of enabling the Commissioner to determine the amount of
the payment which he must make with respect to that loan;

“(B{ include such other provisions as may be necessary to
protect the financial interests of the United States and promote
the purposes of this part, including such provisions as may be
necessary for the purpose of section 437, and as are agreed to by
the Commissioner and the State or nonprofit private organiza-
tion or institution, as the case may be; and

“(C) provide for making such reports, in such form and con-
taining such information, as the Commissioner may reasonably
require to carry out his function under this part, and for keeping
such records and for affording such access thereto as the Commis-
sioner may find necessary to assure the correctness and verifica-
tion of such reports.

“(e) (1) (A) The Commissioner may enter into a guaranty agree-
ment with any State or any nonprofit private institution or organiza-
tion with which he has an agreement pursuant to subsection (b),
whereby the Commissioner shall undertake to reimburse it, under such
terms and conditions as he may establish, with respect to losses (result-
ing from the default of the student borrower) on the unpaid bal-
ance of the principal and accrued interest of any insured loan with
respect to Wl?ich a portion of the interest is payable by the Commis-
sioner under subsection (a), or would be payable under such subsec-
tion but for the borrower’s lack of need. Except as provided in
subparagraph (B) of this paragraph and in paragraph (7), the
amount to be paid a State or nonprofit private institution or organiza-
tion as reimbursement under this subsection shall be equal to 80 per
centum of the amount expended by it in discharge of its insurance
obligation incurred under its loan insurance program.

“Fﬁ) Any State or any nonprofit private institution or organiza-
tion which has entered into a supplementary agreement under section
498A of this Act whereby the Commissioner agrees to reimburse the
State or nonprofit private institution or organization, under such
terms and conditions as he may establish, with respect to losses
(resulting from the default of the student borrower) on the unpaid
balance of the principal and accrued interest of any such insured loan
in an amount equal to 100 per centum of the amount expended by it
in the discharge of its insurance obligation incurred under its loan
insurance program, exc?g;:;hat—- :

“(i) if, for any 1 year, the amount of such reimbursement
payments by the Commissioner under this subsection exceeds 5 per
centum of the loans which are insured by such institution or orga-
nization under such program and which were in repayment at the
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end of the preceding fiscal year, the amount to be paid as reim-
bursement under this subsection for such excess shall be equal to
90 per centum of the amount of such excess; and

“(ii) if, for any fiscal year, the amount of such reimbursement

payments, exceed 9 per centum of such loans, the amount to be
aid as reimbursement under this subsection for such excess shall
Ee equal to 80 per centum of the amount of such excess.

%(C) For purposes of this subsection, the amount of loans of a State
or nonprofit private institution or organization which are in repay-
ment shall be the original principal amount of loans insured by it
reduced by (i) the amount the insurer has been required to pay to
discharge its insurance obligations under this part,e(%ii) the original
principal amount of loans insured by it which have been fully repaid,
(iii) the original é)rincipal amount insured on those loans for which
payment of the first installment of prmcigal has not become due

ursuant to section 428(b) (1) (E) or such first installment need not
paid pursuant to section 428 (b) (1) (M), and (iv) the original prin-
cipal amount of loans repaid by the Commissioner under section 437.

“(2) The guaranty ement—

“(A) shall set forth such administrative and fiscal procedures
as may be necessary to protect the United States from the risk of
unreasonable loss thereunder, to insure 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;

“(B) shall provide for making such reports, in such form and
containing such information, as the Commissioner may reason-
ably require to carry out his functions under this subsection, and
for keeping such records and for affording such access thereto
as the gommiﬁsioner may find necessary to assure the correctness
and verification of such reports;

“(C) shall set forth adequate assurance that, with respect to
so much of any loan insured under the loan insurance program
as may be guaranteed by the Commissioner pursuant to this sub-
section, the undertaking of the Commissioner under the gnaranty
agreement is acceptable in full satisfaction of State law or regula-
tion requirinF the maintenance of a reserve;

“(D) shall provide that if, after the Commissioner has made
payment under the guaranty agreement pursuant to paragraph
(1) of this subsection with respect to any loan, any payments are
made in discharge of the obligation incurred by the borrower with
respect to such loan (including any payments of interest aceruing
on such loan after such payment by the Commissioner), there shall
be paid over to the Commissioner (for deposit in the fund estab-
lished 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 shall not otherwise
provide for subrogation of the United States to rights of any
insurance beneficiary: Prowided, That, except as tﬁa Commis-
sioner may otherwise by or pursuant to regulation 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 fortE adequate assurance that an amount equal
to each payment made under paragraph (1) will be promptly
deposite«l) in or credited to the accounts maintained for purposes
of section 422(¢); and

“(F) may include such other provisions as may be necessary to
promote the purposes of this part.

90 STAT. 2115

Guaranty
agreement.

Reports.



90 STAT. 2116 PUBLIC LAW 94-482—OCT. 12, 1976

“(8) To the extent provided in regulations of the Commissioner, a
guaranty agreement under this subsection may contain provisions
which permit such forebearance for the benefit of the student bor-
rower as may be agreed upon by the parties to an insured loan and
a-p‘proved by the insurer.

‘(4) For purposes of this subsection, the terms ‘insurance benefi-
ciary’ and ‘default’ shall have the meanings assigned to them by sec-
tion 430 (e).

“(5) In the case of any guaranty agreement entered into prior to
September 1, 1969, with a State or nonprofit private institution or
organization with which the Commissioner has in effect on that date
an agreement pursuant to subsection (b) of this section, or section
20 USC 981 9(b) of the National Voeational Student Loan Insurance Act of 1965,
note. made prior to the date of enactment of this subsection, the Commis-

sioner may, in accordance with the terms of this subsection, undertake
to guarantee loans described in paragraph (1) which are insured by
such State, institution, or organization and are outstanding on the date
of execution of the guaranty agreement, but only with respect to
defaults occurring after the execution of such guaranty agreement or,
if later, after its effective date.

“(6) (A) For the purpose of paragraph (2) (D) the Commissioner’s
equitable share of payments made by the borrower pursuant to such
paragraph shall be that portion of the payments remaining after the
State or the nonprofit private institution or organization with which
the Commissioner has an agreement under this subsection has deducted
from such payments (i) a percentage amount equal to the comple-
ment of the reinsurance percentage in effect when payment under the
guaranty agreement was made with respect to the loan and (ii) an
amount equal to the administrative costs of collection of the loan and
the administrative costs of preclaims assistance for default prevention
(ns such terms are defined in subparagraph (B) of this subsection)
reimbursed pursuant to subsection (f), to the extent such costs do not
exceed 30 per centum of such payments.

“(B) For the purpose of this paragraph, the term—

*“Administrative “(1) ‘administrative costs of collection of the loan’ means any
costs of administrative costs incurred by a guaranty agency which are
collection of directly related to the collection of the loan on which a default
the loan. 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 compensation attributable to the collection
activity), attorney’s fees, fees paid to collection agencies, postage,
equipment, supphes, telephone and similar charges, but does not
inelude the overhead costs of such agency whether or not attribut-
able and
*Administrative “(ii) ‘administrative costs of preclaim assistance for default
costs of prevention’ means any administrative costs incurred by a guar-
preclaim anty agency which are directly related to providing collection
‘f‘“‘;m;“’u‘i assistance to the lender on a delinquent loan, prior to the loan’s
sy being legally in a default status, including the attributable com-
s pensation of appropriate personnel (and in the case of personnel
who perform several functions for such an agency only the por-
tion of compensation attributable to the collection activity), fees
paid to locate a missing borrower, postage, equipment, supplies,
telephone and similar charges, but does not include the overhead
costs of such agency whether or not attributable,
Regulation. subject to such additional criteria as the Commissioner may by regu-
lation prescribe.

Definitions.
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% (57) éA) Notwithstanding paragraph (1) (B), the amount to be
a
al y

]g:.é tate or a nonprofit private institution or organization for any

ear—
“(i) which begins on or after the effective date of this para-
graph; and L R
“Fii) which is either the fiscal year in which such State, insti-

tution, or organization begins to actively carry on a student loan

insurance program which is subject to a guarantee agreement

under this subsection, or is one of the four succeeding fiscal years,
shall be 100 per centum of the amount expended by such State, orga-
nization, or institution in discharge of its insurance obligation insured
under such program. ?

“(B) The Commissioner shall continuously monitor the operations
of those States and nonprofit private institutions or organizations to
which the provisions of subparagraph (A) are applicable and revoke
the application of such subparagraph to any such State or nonprofit
private institution or organization which he determines has not exer-
cised reasonable prudence in the administration of such program.

“(d) No provision of any law of the United States (other than
sections 427 (a) (2) (D) and 427 (b) of 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 apply to a loan—

“(1) which bears interest (exclusive of any premium for
insurance) on the unpaid principal balance at a rate not in excess
of 7 per centum per annum, and

“(2) which is insured (A) by the United States under this part,
or (B) by a State or nonprofit private institution or organization
under a {;mgram covered by an agreement made pursuant to sub-
section (b) of this section.

“(e) (1) Each eligible institution shall be eligible to receive from
the Commissioner the payment of $10 per academic year for each stu-
dent enrolled in that institution who is in receipt of a loan described in
paragraph (1) of subsection (a) of this section, for that year, Pay-
ments received by an institution under this subsection shall be used
first by the institution to carry out the provisions of section 493A of
this Act and then for such additional administrative costs as that
institution determines necessary.

“(2) There are authorized to be appropriated such sums as may be
necessary to carry out the provisions of this subsection. If the sums
appropriated for any fiscal year for making payments under this sub-
section are not sufficient to pay in full the amounts provided for in
paragraph (1), then such amount will be ratably reduced. In case
additional funds become available for making payments for any fiscal
year during which the preceding sentence has been applied, such
reduced amounts shall be increased on the same basis as they were
reduced.

“(f) (1) (A) The Commissioner is authorized to make payments in
accordance with the provisions of this paragraph to any }Sjtate or any
nonprofit private institution or organization with which he has an
agreement under subsection (b) of this section, for the purposes of—

“(i), the administrative costs of promotion of commercial lender
participation;

“(ii) the administrative costs of collection of loans;

“(ii1) the administrative costs of preclaims assistance for
default prevention; or

“(iv) other such costs related to the student loan insurance pro-
gram subject to such agreement.
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The total amount of payments for any fiscal year made under this par-
agraph shall not exceed one-half of 1 per centum of the total principal
amount of the loans upon which insurance was issued under this part
during such fiseal year by such State, or institution or organization. If
the sums appropriated for any fiscal year for making payments under
this paragraph are not sufficient to pay in full the amounts provided
for which such States, institutions, and organizations are eligible, then
such amount will be ratably reduced. In case additional funds become
available for making payments for any fiscal year during which the
preceding sentence has been applied, such reduced amounts shall be
increased on the same basis as they were reduced.

“(13) Each State or nonprofit private institution or organization to
which subparagraph (A) of this paragraph applies shall spend not
less than 14 of the payments received pursuant to this paragraph on
the purposes described in clause (i) or subparagraph (A), not less
than 14 of such payments on the purposes described in clauses (ii) and
(1i1) of subparagraph (A), and the remaining amount of such pay-
ments on the purpose described in clause (iv) of such subparagraph.

“(2)(A) T}le Clommissioner is authorized to make payments in
aceordance with the provisions of this paragraph to any State or any
nonprofit private institution or organization with which he has a sup-
plemental guaranty agreement under section 428A (a) (2) of this Act
for the purposes of—

“(1) the administrative costs of promotion of commercial lender
participation

“(i1) the administrative costs of collection of loans;

“(ii1) the administrative costs of preclaims assistance for
defaudt prevention; or

“(iv) other such costs related to the student loan insurance pro-
gram subjeet to such agreement.

The total amount of payments for any fiscal year made under this par-
agraph shall not exceed an additional one-half of 1 per centum O]P the
total principal amount of the loans upon which insurance was issued
under this part during such fiscal year by such State, or institution or
organization. If the sums appropriated for any fiscal year for making
payments under this paragraph are not sufficient to pay in full the
amounts provided for which such States, institutions, and organiza-
tions are eligible, then such amount will be ratably reduced. In case
additional funds become available for making payments for any fiscal
year during which the preceding sentence has been applied, such
reduced amounts shall be increased on the same basis as they were
reduced.

“(B) The provisions of subparagraph (B) of paragraph (1) shall
apply to any payments made under subparagraph (PA) of this
paragraph.

“(3) For the purpose of this subsection, the term—

“(A) ‘administrative costs of promotion of commercial
lender participation’ means any administrative costs incurred
by an insurer which are direetly related to supervising, training,
or informing eligible lenders or prospective eligible lenders or
inducing such lenders to improve or expand their pro par-
ticipation, and such costs may include (i) the costs of planning
and executing instructional seminars and the costs of attending
other meetings with lenders, (ii) the costs of obtaining or pro-
ducing instructional or promotional materials or equipment for
distribution to, or use with, lenders, (iil) postage costs asso-
ciated with the distribution of instructional or promotional
materials to lenders, (iv) an appropriate share of the costs of
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establishing branch offices to serve the needs of lenders which
are geographically distant from such insurer’s primary business
location, and (v) an appropriate share of the compensation of
personnel whose primary responmsibility is the training, super-
vising, or recruiting of lenders, but not including personnel whose
primary responsibilities are the performing or supervising such
dutieg as relate to the routine processing of borrower a]iplica-
tions for loans or the maintenance of supporting records but in
no case shall any such costs include any overhead expenses of such
insurer associated with the insurer’s primary business location.
“(B) ‘administrative costs of collection of loans’ means any
administrative costs incurred by a guaranty agency which are
directly related to the collection of loans on which default claims
have been paid to participating lenders, including the compensa-
tion of collection personnel (and in the case of personnel who
perform several functions for such an agency only the portion of
compensation attributable to collection activities), attorney’s fees,
fees paid to collection agencies, postage, equipment, supplies, tele-
phone and similar charges, but does not include the overhead costs
of such agency, and
“(C) ‘administrative costs of preclaim assistance for default
prevention’ means any administrative costs incurred by a guar-
anty agency which are directly related to providing collection
assistance to lenders on delinquent loans, prior to the loans being
legally in a default status, including the compensation of appro-
¥rlata personnel (and in the case of personnel who perform several
unctions for such an agency only the portion of compensation
attributable to collection activities) fees paid to locate missing
borrowers, postage, equipment, supplies, telephone and similar
charges, but does not include the overhead costs of such agency,
subject to such additional criteria as the Commissioner may by regu-
lation preseribe.

“(4) (A) No payment may be made under paragraph (1) of this
subsection unless the State or the nonprofit private institution or orga-
nization submits to the Commissioner an application at such time, at
least annually, in such manner, and containing or accompanied bﬁ
such information, as the Commissioner may reasonably require. Eac
such u?‘plication shall—

(i) contain provisions designed to demonstrate the ca];ability
of carrying out a necessary and successful program of collection
of and preclaim assistance for the loan program subject to that
agreement;

“(i1) set forth an estimate of the costs which are eligible for
pu.‘ymenl: under the provisions of this subsection;

‘(iii) provide for such administrative and fiscal procedures,

including an audit, as are necessary to carry out the provisions of

this subsection ; and

“(iv) set forth assurances that the State or the nonprofit pri-
vate institution or organization will furnish such data and infor-
mation, including where necessary estimates, as the Commissioner
may reasonably require to earry out the provisions of this
subsection.

“(B) No payment may be made under paragraph (2) of this subsec-
tion unless the State or the nonprofit private institution or organization
submits to the Commissioner an application, at such time, at least
annually, in such manner, and containing or accompanied by such
information as the Commissioner may reasonably require. Each such
application shall—
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“(i) set forth assurances that the student loan insurance pro-
gram subject to the supplemental guaranty agreement complies
t('rith clauses (A) through (F) of paragraph (2) of section 428A

a) 3

‘(ii) contain provisions designed to demonstrate the ca]ﬁlbility

of carrying out a necessary and successful program of collection
of and preclaim assistance for the loan program subject to that
agreement ;

“(iii) set forth an estimate of the costs which are eligible for
payment under the provisions of this subsection ;

“(iv) provide for such administrative and fiscal procedures,
including an audit, as are necessary to carry out the provisions of
this subsection ; and

“(v) set forth assurances that the State or the nonprofit private
institution or organization will furnish such data and information,
including where necessary estimates, as the Commissioner may
reasonably require to carry out the provisions of this subsection.

“(g) If a nonprofit private institution or organization (lg);pp!ies
to enter into an agreement with the Commissioner under subsections
(b) and (c¢) with respect to a student loan insurance program to be
carried on in a State with which the Commissioner does not have an
agreement under subsection (b), and (2) as provided in the applica-
tion, undertakes to meet the requirements of section 422(c) (6) (B) (1),
(ii), and (iii), the Commissioner shall consider and act upon such
applieation within 180 days, and shall forthwith notify the Committee
on Labor and Public Welfare of the Senate and the Committee on
Edueation and Labor of the House of Representatives of his actions.

“LOAN INSURANCE SUPPLEMENTAL GUARANTY AGREEMENT

“Skc. 428A. (a) (1) The Commissioner may enter into a supple-
mental guaranty agreement, annually, with any State or any non-
profit private institution or organization having a guaranty agreement
under section 428(c) (1) whereby the Commissioner shall undertake to
reimburse the State or nonprofit private institution or organization,
under such terms and conditions as he may establish, in an amount
determined in accordance with section 428(¢) (1) (B), if the Commis-
sioner determines that the student loan insurance program—

“(A) authorizes the insurance of loans in any amount up to a
maximum of $2,500 (in the case of a student who has not success-
fully completed a program of undergraduate education) or $5,000
(in the case of a graduate or professional student) to any indi-
vidual student in any academic year or its equivalent (as deter-
mined under regulations of the Commissioner), which limit shall
not. be deemed exceeded by a line of credit under which actual
payments by the lender to the borrower will not be made in any
such year in excess of such annual limit; and provides that the
aggregate insured unpaid prinecipal amount of all such insured
loans made to any student shall be any amount up to a maximum
of $7,600 in the case of any student who has successfully com-
pleted a program of undergraduate education, and $15,000 in the
case of any graduate or professional student (as defined by regu-
lations of the Commissioner and including any loans which are
insured by the Commissioner under this part, or by a State or non-
Emﬁt institution or organization with which the Commissioner

as an agreement under this pal’f:i made to such person before he
became a graduate or professional student) ;
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“(B) insures not less than 100 per centum of the unpaid prin-
cipal of the loans insured under the program, whether or not
such loans are eligible for interest subsidies under this part;

“(C) provides for the insurance of loans for part-time study
at an eligible institution in the same manner as is provided under
the Federal student loan insurance program;

“(D) provides no restrictions with respect to the insurance of
loans for students who are otherwise eligible for loans under
such program if such a student is a legal resident of the State and
if such a student is accepted for enrollment in or is attending an
eligible institution outside that State;

‘?(E) provides no restrictions with respect to eligible institu-
tions that are residential institutions which are more onerous
than eligibility requirements for institutions under the Federal
student loan insurance program, unless (i) that institution is
ineligible under regulations for the limitation, suspension, or
termination of eligible institutions under the Federal student
loan insurance program or is ineligible pursuant to eriteria issued
under the student loan insurance program which are substan-
tially the same as regulations with respect to such eligibilit
issued under the Federal student loan insurance program, or ( ii¥
there is a State constitutional prohibition affecting the eligibility
of such an institution; and

“(F) provides (i) for the eligibility of the eligible institu-
tions as lenders under reasonable criteria, unless (I) that eligible
institution is eliminated as the lender under regulations for the
limitation, suspension. or termination of eligible institutions
under the Federal student loan insurance program or is elimi-
nated as a lender pursuant to criteria issued under the student
loan insurance program which are substantially the same as reg-
ulations with respect to such eligibility as a lender issued under
the Federal student loan insurance program, or Hl) there is a
State constitutional prohibition affecting the eligibility of such
an institution as a lender, and (ii) assurances that the State
or nonprofit private institution or organization will report to
the Commissioner not later than July 1, 1977, and annually
thereafter, concerning such eriteria, including any special require-
ments for the eligibility of such lenders, procedures in effect
under such program to limit, suspend, or terminate such lenders,
a list of applieations of such lenders, a summary of actions taken
on such applications, and a list of the names of all such lenders
within the State.

“(2) The Commissioner may enter into a supplemental guaranty
agreement, annually, with any State or any nonprofit private insti-
tution or organization having a guaranty agreement under section
428(c) (1) for the purpose of qualifying such State or nonprofit pri-
vate institution or organization for payment of administrative cost
allowances under section 428(f) (2) if the Commissioner determines
that the student loan insurance program—

“(A) authorizes the insurance of loans in any amount up to a
maximum of $2,500 (in the case of a student who has not success-
fully completed a program of undergraduate education) or $5,000
(in the case of a graduate or professional student) to any indi-
vidual student in any academic year or its equivalent (as deter-
mined under regulations of the Commissioner), which limit shall
not be deemed exceeded by a line of eredit under which actual
payments by the lender to the borrower will not be made in any
such year in excess of such annual limit; and provides that the
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aggregate insured unpaid prineipal amount of all such insured
loans made to any student shall be any amount up to a maximum
of $7,500 in the case of any student who has successfully completed
a program of undergraduate education, and $15,000 in the case of
any graduate or professional student ﬁas defined by regulations
of the Commissioner and including any loans which are insured by
the Commissioner under this part, or by a State or nonprofit
institution or organization with which the Commissioner has an
agreement under this part, made to such person before he became
a graduate or professional student) ;

*(B) insures not less than 100 per centum of the unpaid prin-
cipal of the loans insured under the program, whether or not such
loans are eligible for interest subsidies under this part;

“(C) provides for the insurance of loans for parttime study
at an eligible institution in the same manner as is provided under
the Federal student loan insurance program;

“(D) provides no restrictions with respect to the insurance of
loans for students who are otherwise eligible for loans under
such program if such a student is a legal resident of the State,
or if such a student is accepted for enrollment in or is attending
an eligible institution within that State;

“(I) provides no restrictions with respect to eligible institu-
tions that are residential institutions which are more onerous than
eligibility requirements for eligible institutions under the Federal
student loan insurance program, unless (i) that eligible institu-
tion 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 eriteria issued
under the student loan insurance program which are substantially
the same as regulations with respect to such eligibility issued
under the Federal student loan insurance program, or (1i) there
is a State constitutional prohibition affecting the eligibility of
such an institution;

“(F) provides (i) for the eligibility of the eligible institu-
tions as lenders under reasonable eriteria, unless (I) that eligible
institution is eliminated as a lender under regulations for the
limitation, suspension, or termination of eligible institutions
under the Federal student loan insurance program or is elimi-
nated as a lender pursnant to criterin 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
such an institution as a lender, and (i1) assurances that the State
or nonprofit private institution or organization will report to
the Clommissioner not later than July 1, 1977, and annually
thereafter, concerning such criteria, including any special require-
ments for the eligibility of such lenders, procedures in effect
under such program to limit, suspend, or terminate such lenders,
a list of applications of such lenders, a summary of actions taken
on such apglications, and a list of the names of all such lenders
within the State.

“(b) Kach supplemental guaranty agreement entered into under
subsection (a)—

“(1) shall set forth such administrative and fiscal procedures as
may be necessary to protect the United States from the risk of
unreasonable loss therennder, to insure proper and efficient admin-
istration of the loan insurance program, and to insure that due
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diligence will be exercised in the collection of loans insured under
the program;

i &) shall set forth adequate assurance that the requirements of
paragraph (1) or paragraph (2) of subsection (a) of this section,
as the case may be, are met ;

“(3) shall provide for the making of such reports, in such form,
and containing such information as the Commissioner may reason-
ably require to carry out his functions under this section, and for
keeping such records and for affording such access thereto as the
Commissioner may find necessary to assure the correctness and
verification of such reports;

“(4) shall set forth adequate assurance that, with respect to so
much of any loan insured under the loan insurance program as
may be %uamnteed by the Commissioner pursuant to subsection

a) of this section, the undertaking of the Commissioner under
the supplemental guarvanty agreement is acceptable in full satis-
faction of State law or regulation requiring the maintenance of a
Teserve;

“(5) shall provide that if, after the Commissioner has made
payment under the supplemental guaranty agreement pursuant to
this section with respect to any loan, any %a:)yments are made in
discharge of the obligation ineurred by the borrower with respect
to such loan (including any payments of interest acerning on such
loan after such payment by tEe Commissioner), there shall be paid
over to the Commissioner (for deposit in the fund established by
section 431) such portion of the amount of such payments as is
determined (in accordance with regulations prescribed by the
Commissioner) to represent his equitable share thereof, but shall
not otherwise provide for subrogation of the United States to the
rights of any insurance beneficiary : Provided, That, except as the
Commissioner may otherwise by or pursnant to regulation pro-
vide, amounts so paid by a borrower on such a loan shall be first
ap‘Plied in reduction of Erincipa] owing on such loan; and

(6) may include such other provisions as may be necessary to
promote the purposes of this part.
“(¢) (1) To the extent provided in regulations of the Commissioner,
a supplemental guaranty agreement under this section may contain
rovisions which permit such forbearance for the benefit of the stu-
gent borrower as may be agreed upon by the parties to an insured loan
and approved by the insurer,
#{ 2§ For purposes of this section, the terms ‘insurance beneficiary’
a,nd(‘ efanlt’ shall have the meanings assigned to them by section
430(e).

“CERTIFICATE OF FEDERAL LOAN INSURANCE—EFFECTIVE
DATE OF INSURANCE

“Sre. 429, (a) (1) If, upon application by an eligible lender, made
upon such form, containing such information, and suﬁported by such
evidence as the Commissioner may require, and otherwise in con-
formity with this section, the Commissioner finds that the applicant
has made a loan to an eligible student which is insurable under the
provisions of this part, he may issue to the aﬂ)}p]i(‘ant a certificate of
msurance covering the loan and setting forth the amount and terms of
the insurance.

“(2) Insurance evidenced by a certificate of insurance pursnant to
subsection (a) (1) shall become effective upon the date of issuance of
the certificate, except that the Commissioner is authorized, in accord-

90 STAT. 2123

Definitions.

20 USC 1079.



90 STAT. 2124

Application.

PUBLIC LAW 94-482—O0CT. 12, 1976

ance with regulations, to issue commitments with respect to proposed
loans, or with respect to lines (or proposed liuus? of credit, submitted
by eligible lenders, and in that event, upon compliance with subsection
(a) (1!3 by the lender, the certificate of insurance may be issued effec-
tive as of the date when any loan, or any payment by the lender pur-
suant to a line of eredit, to be covered by such insurance was made.
Such insurance shall cease to be effective upon sixty days’ defanlt by
the lender in the payment of any installment of the premiums payable
pursuant to subsection (c¢).

“(3) An application submitted pursuant to subsection (a) (1) shall
contain (A) an agreement by the apElicant to pay, in accordance with
regulations, the premiums fixed by the Commissioner pursuant to sub-
section (¢), and (I3) an agreement by the applicant that if the loan is
covered by insurance the applicant will submit such sup}:rlementm‘y
reports and statements during the effective period of the loan agree-
ment, upon such forms, at such times, and containing such informa-
tion as the Commissioner may preseribe by or pursuant to regulation.

“(b) (1) In lieu of requiring a separate insurance application and
issuing a separate certificate of insurance for each student loan made
by an eligible lender as provided in subsection (a), the Commissioner
may, in accordance with regulations consistent with section 424, issue
to any eligible lender applying therefor a certificate of comprehensive
insurance coverage which shall, without further action by the Com-
missioner, 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 maximum amount stated in the certificate. Such
regulations may provide for conditioning such insurance, with respeet
to any loan, upon compliance by the lender with such requirements (to
be stated or incorporated by reference in the certificate) as in the Com-
missioner’s judgment will best achieve the purpose of this subsection
while protecting the financial interest of the I?nited States and pro-
moting the objectives of this part, including (but not limited to) pro-
visions as to the reporting of such loans and information relevant
thereto to the Commissioner and as to the payment of initial and
other premiums and the effect of default therein, and including pro-
vision for confirmation by the Commissioner from time to time
(through endorsement of the certificate) of the coverage of specific
new loans by such certificate, which confirmation shall be incontestable
by the Commissioner in the absence of fraud or misrepresentation of
fact or patent error.

“(2) Ifthe holder of a certificate of comprehensive insurance cover-
age issued under this subsection grants to a student a line of credit
extending beyond the cutoff date specified in that certificate, loans or
{)ayments thereon made by the holder after that date pursuant to the

ine 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 Commisgioner may, in
accordance with regulations, make commitments to insure such future
loans or payments, and such commitments may be honored either as
provided in subsection (a) or by inclusion of such insurance on com-
prehensive coverage under this subsection for the period or periods in
which such future loans or payments are made.

“(e) The Commissioner 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 per centum per year of the unpaid prinecipal
amount of such loan (excluding interest added to prineipal), payable
in advance, at such times and in such manner as may be preseribed by
the Clommissioner. Such regulations may provide that such premium
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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 dis-
abled, 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 Commissioner has made such payment on his own motion
pursuant to section 430(a).

*(d) The rights of an eligible lender arising under insurance evi-
denced by a certificate of insurance issued to it under this section may
be assigned as security by such lender only to another eligible lender,
and subject to regulation by the Commissioner.

“(e) The consolidation 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 Commissioner may upon surrender of the
original certificates issue a new certificate of insurance in accordance
with that subsection upon the consolidated obligation; if they are
covered by a single comprehensive certificate issued under subsection
(b), the Commissioner may amend that certificate accordingly.

“DEFAULT OF STUDENT UNDER FEDERAL LOAN INSURANCE PROGRAM

“Src. 430. (a) Upon 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 shal? promptly notify
the Commissioner, and the Commissioner shall if requested (at that
time or after further collection efforts) by the beneficiary, or may on
his 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 prineipal
amount and interest accrued from the date of submission of a valid
default claim (as determined by the Commissioner) to the date on
which payment is authorized by the Commissioner, reduced to the
extent required by section 425(b). Such beneficiary shall be required
to meet the standards of due diligence in the collection of the loan.

“ (b) 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 Commissioner
on a loan after deduction of the cost of that recovery ginclnding rea-
sonable administrative costs) exceeds the amount of the loss, the
excess shall be paid over to the insured. The Commissioner may, in
attempting to make recovery on such loans, contract with private busi-
ness concerns. State student loan insurance agencies, or State guaranty
agencies, for payment for services rendered by such concerns or agen-
cles in assisting the Commissioner in making such recovery. Any con-
tract under this subsection entered into by the Commissioner shall
provide that attempts to make recovery on such loans shall be fair and
reasonable, and do not involve harassment, intimidation, false or mis-
leading representations, or unnecessary communications concern-
E:)g the existence of any such loan to persons other than the student

ITOWer.
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“(e) Not.hin% in this section or in this part shall be construed to
preclude any forebearance for the benefit of the student borrower
which may be agreed upon by the parties to the insured loan and
approved by the Commissioner, or to preclude forebearance by the
Commissioner in the enforcement of the insured obligation after pay-
ment on that insurance,

“(d) Nothing in this section or in this part shall be construed to
excuse the holder of a federally insured loan from exercising reason-
able care and diligence in the making and collection of loans under
the provisions of this part. If the Commissioner, after reasonable
notice and opportunity for hearing to an eligible lender, finds that it
has substantially failed to exercise such care and diligence or to make
the reports and statements required under section 428(a) (4) and sec-
tion 429 (a) ( 3{ or to pay the required Federal loan insurance pre-
miums, he sha { disqualify that lender for further Federal insurance
on loans granted pursuant to this part until he 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,

(e) Asused in this section—

“(1) the term ‘insurance beneficiary’ means the insured or its
authorized assignee in accordance with section 429(d); and

“(2) the term ‘default’ includes only such defaults as have
existed for (A) one hundred and twenty days in the case of a
loan which is repayable in monthly installments, or (B) one hun-
dred and eighty days in the case of a loan which is repayable in
less frequent installments.

“INSURANCE FUND

“Skc, 431. (a) 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 Commissioner for mak-
ing payments in connection with the default of loans insured by him
under this part, or in connection with payments under a guaranty
agreement under section 428(c). All amounts received by the Commis-
sioner as premium charges for insurance and as receipts, earnings,
or proceeds derived from any claim or other assets acquired by the
Commissioner in connection with his operations under this part, any
excess advances under section 422(c) (4) (C), and any other moneys,
property, or assets derived by the Commissioner from his operations
in connection with this section, shall be deposited in the fund. All
payments in connection with the default of loans insured by the Com-
missioner under this part, or in connection with such guaranty agree-
ments 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
%bligations guaranteed as to principal and interest by the United

tates.

“(p) 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
Commissioner under this part, or in connection with any guaranty
agreement made under section 428(c) or 428A (a) (1), the Commis-
sioner is anthorized, to the extent provided in advance by appropria-
tions Acts, to issue to the Secretary of the Treasury notes or other
oblizations in such forms and denominations, bearing such matu-
rities, and subject to such terms and conditions as may be prescribed
by the Commissioner with the approval of the Secretary of the Treas-
ury. Such notes or other obligations shall bear interest at a rate
determined by the Secretary of the Treasury, taking into considera-
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tion the current average market yield on outstanding marketable
obligations of the United States of comparable maturities during the
month preceding the issuance of the notes or other obligations. The
Secretary of the Treasury is authorized and directed to purchase
any notes and other obligations issued hereunder and for that purpose
he is authorized to use as a public debt transaction the proceeds
from the sale of any securities 1ssued 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 Treasury may at any
time sell any of the notes or other obligations acquired Egehim 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
this subsection shall be deposited in the fund and redemption of such
a;ste(.? and obligations shall be made by the Commissioner from such
nd.
“LEGAL POWERS AND RESPONSIBILITIES

“Src. 432, (a) In the performance of, and with respect to, the fune-
tions, powers, and duties vested in him by this part, the Commissioner
may—

g “(1) prescribe such regnla