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January 22, 1993

NATIONAL SERVICE TRUST FUND ACT.

Short Title: National Service Trust Fund Act of 1993.

TITLE I. Purposes. The purposes of this Act are:

--to inspire in all Americans a new commitment to serving their 
country, their communities, and their fellow citizens:

-to provide access to higher education and job training for 
young Americans, regardless of their economic background:

-to enable students to finance their education and job training by 
working in national and community service activities: and,

-to allow students to repay their loans as a percentage of their 
income and to consolidate and simplify the Federal student loan 

programs.

TITLE II. Amendments to the National and Community Service 
Act of 1990.

Part A: Creation of the National Service Trust Fund

The National and Community Service Act of 1990 is amended 

by adding the following new subtitle:

"Subtitle National Service Trust Fund.

u/

There is created a National Service Trust Fund to provide 

educational benefits to participants performing qualified national 
service.

A. Eligibility of Individuals. Participants shall be eligible to receive 

educational benefits from the National Service Trust Fund if they:
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--are a citizen of the United States or lawfully admitted for 
permanent residence; ^

(ff ■-are an out-of-school youth or graduated from an institution y fy 

of higher education in the previous two years; and

-are accepted into and serve for a term defined in section C 
in a qualified national service placement.

B. Term of Service. Participants shall serve:

-in the case of full-time service of not less than 40 hours per 
week, for a period of not less thanjnin^^months;

-in the case of part-time service of more than an average of 
[nine?] hours a week for a period of not less than three years.

C. Qualified National! Service. Individuals shall serve in positions 

meeting educational,jhuman service, environmental or public safety 

needs,/As provided in section I, states or the Commission on 
Natiorial and Community Service may designate any of the following 

as/qualified national service:

-service as a VISTA volunteer; 

-service in the Peace Corps;

- service in programs funded under subtitles C, D, H, or 

sections 6 and 7 of subtitle E of this Act;

-programs comparable to those funded under subtitles C, D, H, 
or sections 6 and 7 of subtitle E of this Act that meet quality
criteria established by the Commission;

-in the case of an individual who has completed one term of 
qualified national service, service on the staff of a qualified
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national service program;

--service as a service-learning coordinator in a program 
eligible for funding under subtitle B of this Act; and,

-service in employer-supported positions which provide
health insurance to participants and which:

-meet human, I educational, ^environmental or public
safety needs; and,

-have been vacant for not less than [twelve months] and 
are unlikely to be filled in the next [six months] due to a 
shortage of qualified applicants; OR

-are located in an [urban or rural enterprise zone].

D. National Database. Qualified national service positions shall be 

listed in a national computerized database, accessible through 
college and high school placement offices, employment service 
centers, volunteer centers, and other entities.

wO-

E. Selection of Participants. Organizations sponsoring qualified
national service positions shall select individuals to serve in such C
positions.

F. Educational Benefits. Participants successfully completing a 

term of qualified national service shall receive a certificate worth 
$5,000 in educational benefits for each such term, up to two terms. 
Educational benefits may be used for:

-repayment of a qualified federal student loan;

-payment of tuition, fees, room and board at an institution of 
higher education; or
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--employment training, including apprenticeship.

G. Remittance of Certificates. The Commission shall remit a 

payment from the Trust Fund to eligible entities presenting 
completed certificates. A completed certificate shall include a 
statement, signed by the participant and the eligible entity under 

penalty of perjury, declaring compliance with the terms of this Act, 
and may include supporting documentation as required by the 
Commission. An eligible entity is the holder of a loan described in F 
(below), an institution of higher education, or any other entity 
approved by the Commission.

H. Qualified Federal Student Loan. A qualified federal student loan is 
any loan issued or insured by the federal government under Title IV 
of the Higher Education Act or Title VII of the Public Health Service 

Act.

I. Designation of Qualified National Service Positions. Authority to 

designate qualified national service positions shall be allocated as 
follows:

c
-the authority to designate [not less than one-third] of the 
positions shall be given to qualified states based on 
[population];

-the authority to designate [up to one-third] of the positions 

shall be awarded to qualified states on a competitive basis; 
and

-[not less than one-third] of the positions shall be designated 
by the Commission or delegated to public or private nonprofit 
organizations providing qualified national service 

opportunities. _ C n f

Such states and organizations shall use criteria established by the 

Commission in designating qualified national service positions.
P
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J. Qualified States, 
under part I:

For a state to be eligible to designate positions

--the chief executive officer of such state shall designate a 
state lead agency responsible for administering the program;

-the state shall have in place a state National Service 
Commission described in section 178;

-the state lead ^gency shall submit a plan, approved by the 
state ftftmrfWO-fty^Service Commission, specifying proposed 

qualified national service positions within the state, 
describing a system for ensuring compliance with this 
subtitle, describing how the state will make child care 
available for children of participants to the maximum extent 
practicable, and describing how such positions will be 
coordinated with other service initiatives within the state; 
and

-the state shall arrange group activities for participants and 
make other efforts designed to promote the ethic of service.

K. Commission on National and Community Service. The Commission 
on National and Community Service shall administer the National 
Service Trust Fund. The Commission shall:

-in consultation with experts in the field of national service, 
establish criteria for qualified national service opportunities;

-monitor compliance with the provisions of this subtitle;

-arrange for the national database described in section D;

-arrange for a national visibility campaign promoting a 

national service ethic and participation in national service;
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-provide a national training curriculum for participants to 
foster a national program identity:

-facilitate the creation of an alumni network of national 
service participants;

-coordinate this subtitle with other provisions of the Act; 
and,

-provide training and technical assistance to states and 
programs offering qualified national service positions.

L. Authorization of Appropriations. There are authorized to be 
appropriated:

-to provide education benefits described in section F, [$X00 

million], which shall remain available until expended: and,

-to carry out other activities described in this subtitle, and 
to administer the National Service Trust Fund, [$X million].”

Part B: Reauthorization and Expansion of the Nationai and
Community Service Act.

The National and Community Service Act of 1990 is amended
to;

-continue and expand the funding authorization for the 
American Youth Service and Conservation Corps, Serve 

America, Higher Education Innovative Projects, and Model 
National Service Programs: and,

-add new authority for a Pre-Professional Corps and Public 

Interest Entrepreneurs.
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TITLE III. Federal Family Education Loans.

Section 428A of the Higher Education Act is amended as follows:

A. Establishment of New Loan Program. There is established one 
federal student loan program to ensure that all students have access 
to the financial resources to attend college.

B. Loan Limits. Full-time students are entitled to borrow the 
following amounts annually (students attending part-time or in 
short-term programs will have lower limits):

1. Dependent undergraduate students:

-who have not completed their first year of 
postsecondary education may borrow up to $2,625;

-who have completed their first year, but have not 
completed their second year of postsecondary education, 
may borrow up to $3,500;

-who have completed two years of postsecondary 
education but have not completed their program of study 
may borrow up to $5,500;

-may not borrow more than an aggregate of $23,000 as 

undergraduates.

2. Independent undergraduate students:

-who have not completed their first year of 
postsecondary education may borrow up to $6,625;

-who have completed their first year, but have not 
completed their second year of postsecondary education, 
may borrow up to $7,500;
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--who have completed two years of postsecondary 
education but have not completed their program of study 
may borrow up to $10,500;

-may not borrow more than an aggregate of $46,000 as 

undergraduates.

3. Graduate students [independent by definition] may borrow up 
to $18,500 per year, except that no graduate student may 
borrow more than a total of $138,500.

[No student may receive more financial aid from the federal 
programs than the amount needed to cover the cost of 
attendance].

C. Repeal of Existing Programs. [The new program incorporates 
eligibility from Stafford, SLS, and the unsubsidized program].

D. Universal Eligibility. No student shall be denied a loan based on 
either personal or family income.

E. In-school interest subsidy. Section 428 of the Higher Education 
Act is amended to provide for a federal interest subsidy for 
financially needy students, as identified under the needs analysis
provisions in section ____. The subsidy would apply to that portion
of their loan for which they are eligible, up to a maximum of $2,625 
in the first year, $3,500 in the second year, $5,500 in the remaining 
undergraduate years, and $8,500 in the graduate years. [Deferral 
benefits must also be included].

F. Interest rate. Section 427 is amended such that the interest rate 

on the loans shall be equal to the 91-day Treasury bills plus 3.1 
percent, with a maximum of 9 percent. (The current SLS maximum is 

11 percent, so this is a better deal for students).

8



January 22, 1993

G. Origination Fee. Borrowers under the federal student loan
program shall be charged an origination fee equal to percent of
the loan principal. [The level of the fee must be determined based 
on cost estimates of the overall program -- current origination fee 
levels on federal student loans are either 5 or 6.5 percent.]

H. Guarantee Fee. Guarantee agencies may charge borrowers a fee as
permitted under section ___.

I. Loan Consolidation. Loans made under this program shall be 
eligible for student loan consolidation as under current law, to 

simplify repayment for borrowers.

TITLE IV. Establishment of Income-Contingent Repayment Option.
(Expansion of §437A on the Higher Education Amendments of 1992).

A. Purpose. It is the purpose of this section to

-establish a program that will allow student borrowers to 
repay their loans as a percentage of their income over time;

-allow the Secretary to identify and implement other 
measures to encourage borrowers not participating in the 
National Service Trust Fund programs to enter into low-paying 

public service work.

B. Authorization. The Secretary shall establish a program allowing 

student borrowers under this part or part D to choose to repay their 
loans on an income-contingent basis. The Secretary is authorized to:

(1) acquire from eligible holders, or to otherwise arrange for 

the transfer of, the notes of borrowers who submit a request 
for income-contingent repayment; and,

(2) to enter into contracts or arrangements with private firms 

or other agencies of the Government to carry out the purposes
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of this section.

C. Regulations. The Secretary shall establish the terms and 

conditions for the income contingent repayment program. The 
regulations shall:

(1) specify the schedules under which income will be assessed 
for repayment of loans;

(2) provide for the discharge of any remaining obligation after 
the borrower has been in repayment status (non-student 
status) for not more than 25 years; and,

(3) establish other terms and conditions as may be necessary.

[This provides the Secretary with maximum flexibility to 
address issues such as types of borrowers who can participate 
(new borrowers, new loans, old borrowers, graduate, etc.); 
when borrowers opt for the program (and the opt-out 
procedure, if any); the definition of income (and provisions to 
protect against hiding of income); the assessment of income 
(including whether there is an adjustment to reduce negative 
amortization for lower income borrowers and/or a surcharge 
for higher income borrowers, and how married couples are 

treated); etc.].

D. Community Service Incentives. The Secretary, in cooperation 

with the Commission on National and Community Service, may 

establish alternative terms, conditions, and discharge provisions to 

encourage borrowers to participate in low-paying public service 
work.

[This permits the Secretary to establish loan forgiveness and/or 

interest deferral provisions other than those provided for in the 
income-contingent repayment formula to help borrowers who 
engage in a particular type of work. For example, the Secretary
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could pay the interest costs for anyone making less than $10,000 
and working for a charitable corporation providing direct services to 
low-income or disabled individuals.

E. National Service Loan Forgiveness. To facilitate loan forgiveness
under [section __of the National and Community Service Act, as
amended above], the Secretary of Education is authorized to acquire 
from eligible holders, or to otherwise arrange for the transfer of, 
the notes of borrowers who are engaging in national and community 
service activities pursuant to [the National Service Trust Fund]. If 
the participant has loan amounts remaining, or fails to complete the 
service, the Secretary shall assign the loan to a servicer to resume 

repayment.

F. Authorization of Appropriation. There are authorized to be 
appropriated funds for the purchase of loans an behalf of students 
who will engage in national service and to cover any additional costs 
associated with part D (Community Service Incentives).

V. Expansion of Direct Lending Demonstration Program.
(§451 of the Higher Education Amendments of 1992 et. seq.)

A. 500 schools. Section___is amended to require the Secretary to
enter into agreements with not fewer than 400 nor more than 500 
institutions of higher education to participate in the direct loan 
demonstration program. Further amend to allow the program to 

begin with some schools as early as July 1993.

B. Expansion. After the first year, the Secretary may increase the 

number of institutions participating in the program, if the Secretary 

determines that the Federal government has the administrative 

capacity to do so.

C. Guaranty Agency protections. Section 453 (e) should be deleted 

and replaced with two new provisions.

11
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(1) The Secretary shall assure that no guaranty agency’s 
administrative cost allowance (ACA) will be reduced by more 
than 15% of its level for fiscal year 1992; and,

(2) The Secretary may, for any guarantee agency with a 
substantial volume of loans under the direct loan 
demonstration program, reimburse agencies based on a 
percentage of outstanding loans guaranteed by the agency, 
rather than 1% of the new loans guaranteed by the agency.
(The Secretary may determine the percentage that would be 

appropriate).

[Current law requires the Secretary to choose schools so as not to reduce 
the volume of new loans at any guaranty agency by more than 15 percent, 
and to determine that all affected guaranty agencies “will remain 
financially sound." This provision places the Secretary in the position of 
publicly declaring some agencies financially troubled. ]

D. Default Reduction. Reduce Federal reinsurance to guaranty 
agencies by 3 percentage points for every percent of defaults above 
2.5%. [Currently, there is a "cliff” of sorts when the default rate 

reaches 10 percent and the reinsurance rate is reduced to X%. This 
would instead encourage constant effort to reduce defaults, to 
counter the incentive created by the bounty on already-defaulted 
loans.]

TITLE VI. Amendments to the Domestic Volunteer Service Act 

and to the Peace Corps Act. [If necessary].



National Service Trust Fund Act of 1993

A. Establishment of the National Service Trust Fund

Funds appropriated to the Trust Fund may be used to provide a benefit worth 
$10,000 for each year of service to individual completing one or two terms of 
approved national service. [Issue: an alternative to raising funds each year for the 
Trust Fund through appropriations would be to create an actual trust fund. Suggest 
that we ask 0MB to design an actual trust fund to determine if this is workable and a 

preferred design.]

States and a new National Service Agency will approve national service 
positions in the areas of education, human services, environment, and public safety 

from among the following:

- Programs funded in part 3 of section B, below.

-- Program comparable to those funded in part 3 of section B, below.

— In the case of individuals who have completed one term of national service in 
a youth corps program, service on the staff of a youth corps program.

— Service as a service-learning coordinator in a program eligible for funding 

under part 1 of section B, below.

“ Service in employer-support service positions that have been vacant for not 
less than a year and are unlikely to be filled due to a shortage of qualified applicants 

and that are located in depressed urban or rural areas.

To guard against displacement of paid workers, the nondisplacement and 
nonduplication provisions of the National and Community Service Act apply to all 
positions.

The ability to approve half of national service positions will be awarded to 
states “ one-fourth of positions to be allocated to states based on population and one- 
fourth based on a competition. The other half of positions will be awarded by the 
National Service Agency -- at least one-fourth directly to public and private non-profit 
organizations and up to one-fourth to federally run programs or programs sponsored 

by other federal agencies.

Any recent college graduate of any age or out-of-school youth may participate 
by applying to and being accepted into a program offering approved national service



positions. To assist individuals in locating approved positions, a national database will 
be established which can be accessed through college placement offices, employment 
centers, and other appropriate locations.

A minimum term of service qualifying the individual for a $10,000 benefit is 
equal to 1500 hours of service over a period of not less than nine months. A part- 
time term of service of the equivalent number of hours must be completed within three 
years. A benefit may be used to pay for tuition, fees, room and board at an institution 
of higher education, to repay qualified federal student loans, or to obtain employment 
training.

To promote national esprit de corps, the National Service Agency will arrange 
a national training program for participants, along with a national insignia to be used 
on uniforms, promotional materials, and other materials of approved programs. It 
will also arrange for a national visibility campaign promoting national service and 
facilitate creation of an alumni network of individuals who have participated in 

national service.

B. Authorization of National Service Programs

To support an infrastructure of national service positions, funding is authorized 
for stipends and benefits (health care, child care) for participants and for program 
support. Three types of National Service programs may be supported:

1, Education programs, as authorized under subtitle B of the NCSA.

2, Older American programs, including the Older American Volunteer Programs 

of the Domestic Volunteer Service Act.

3, Full- and part-time national service eligible for benefits through the Trust Fund, 
including:

“ Youth Corps (as currently authorized in subtitle C and D of the National and 

Community Service Act);

- Specialized Service Corps (including Earth Corps, Public Safety Corps, 
Health Corps, Education Corps, and a Child Welfare Corps);

~ Individual Placement Programs (as currently authorized in subtitle D of the 

NCSA and VISTA);

“ Professional Corps (including a Police Corps, Teach for America Corps, and 

Service-Learning Corps); and



- Public Interest Entrepreneurs.

Stipends for full-time participants will be set locally; however, federal funds may not 
be used to pay stipends above the poverty line for a family of two (increments above 
this amount may, however, be paid with non-federal funds). All participants will 
receive health insurance and child care assistance, if needed.

Three types of support may be made available for full- and part-time national service;

- Single-year planning or start-up grants, available to individuals, states, and 
public or private non-profit organizations including education institutions;

— Multi-year operations grants, available to states and public or private non­
profit organizations wishing to improve or expand existing programs.

— Multi-year replication grants, available to states and public or private non­
profit organizations wishing to replicate proven existing programs.

All full- and part-time national service grants will be made on a challenge basis and 
must be matched dollar for dollar with at least half of the match in cash.

C. Elstablishment of the National Service Agency

A new National Service Agency, governed by a nine-member Board of 
Directors, will administer the Trust Fund and the programs described above. [Note: 
perhaps the communications people can develop a more exciting name for the agency.] 
The ACTION and the Commission on National and Community Service will be 
eliminated, with the Commission staff, and selected ACTION staff, serving as interim 
staff for the new National Service Agency. [Issue: we need to learn more about what 
happens when you close down an agency, particularly regarding civil servants. Also, 
of what value are the ACTION state and regional offices -- can their functions be 
performed by a central office in Washington?] The Board of Directors of the National 
Service Agency will be a bipartisan group appointed by the President and confirmed 
by the Senate. All Board members will serve on a part-time basis as volunteers with 
the exception of the Chair, designated by the President, who will serve full-time and 
receive a salary. The Board will have maximum flexibility to appoint the staff, 
including an executive director. [Issue: with a program such as this, significant effort 
must be made to monitor against fraud and abuse. An inspector general is probably 
needed -- what special rules must be followed in setting up an IG office?]

The National Service Agency would have responsibility for the following 

functions:



~ establishing criteria for approved national service positions and allocating 

them according to the statute;

— monitoring compliance with the law and ensuring against fraud and abuse;

~ arranging for a national database of positions;

— arranging for a national training program for national service participants;

“ arranging for a national visibility campaign promoting a national service ethic 

and participation in national service;

“ facilitating creation of an alumni network of national service participants;

— coordinating service programs within the federal government;

— administering the National Service programs described above in section B;

— providing training and technical assistance to states and programs.

D. State Governance

The governor of each state may designate a lead agency and appoint a State 
National Service Commission responsible for administering the Trust Fund and the 
National Service programs described above in section B. The State Commission will 
include representatives of local service program directors and other citizens and will 
develop a plan for service, including proposed national service placements. The plan 
must ensure equitable treatment of urban and rural areas within the state and be 

approved by the governor and the National Service Agency.

A small grant will be made available to each state to develop the plan. Once 
the plan is approved by the National Service Agency, the state will be eligible to 
receive an allotment (determined half by a population-based formula and half based on 
a competition) of national service positions, as well as grants for national service 

programs described in section B.
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§ 101. General Authority

The Commission may make grants on a compelitive basis to States, Indian tribes, 
public and private nonprofit organizations, and institutions of higher education, 
and may transfer funds to Federal agencies for the planning, operation, and 
replication of full-, part-time and sunuiier national servicr- programs.

§201. Program Requirements

Participants in programs that receive assistance under this subtitle shall —

a. perform serhee that addresses unmet human, educational, environmental or 
public safety needs, especially those needs relating to poverty'.

b. provide training to participants that ~

1. builds an ethic of dvic re.sponsibility through training in citizenship and 
the ethic of national and community service;

2. orients each partidpant in the nature, philosophy and purpose of the 
program; and

3. pro^’ldes the .skills and knowledge necessary for the type of service that 
participants will be called upon to perform.

c. contains a service-learning component that provides participants with an 
opportunity to reflect or their service experiences.

d. involve youth in the design of the program, and provide leadership positions 
to youth in implementing and evaluating the program.

e. provide for broad-based input from die community in the design, recruitment, 
and operation of the program.

f. prior to the placement of participants, the program will consult with any local 
labor organization representing employees in the area who are engaged in the 
same or similar work as that proposed to be carried out by sudi program.

g. Provide living allowances pursuant to §

h. Provide post-service benefits pursuant to §

§ 301. Ineligible service categories. To be eligible to receive assistance under this 
subtitle, the activities conducted through programs to be funded shall not be 
conducted by any- 

(1) business organized for profit;
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(2) labor union;
(3) partisan political organization;
(4) organization engaged in religious activities, unless such activities do not 

involve the use of funds provided under this title by progTzun participants and 
program staff to give religious instiuction, conduct worship services, or engage 
in any form of proselytization; or

(5) domestic or personal service company or organization.

§ 401 Grants authorized by this subtitle shall be for the planning, demonstration, 
operation and replication of full-time, part-time, and summer national service 

programs.

§501 Type of Grants

a. Planning grants - Grants may be made to qualified applicants for the 
planning of national service programs.

i The 5% administrative cost limit shall not apply to planning grants.
ii Planning grants may cover a period of up lo Oite year.

b. . Demonstration grants - Grants may be made to qualified applicants for tl^e 
demonstration of innovative national service programs.

i Demonstration grants may cover a period of up to three years.

c. Operation grants- Grants may be made to cjualified applicants for the 
operation of national service programs.
i Operation grants may cover a period of up to three years.

d. Replication grants- Grants may be made to qualified applicants for the 
replication of national service programs.

i Replication grants may cover a period of up to three years.

§ 901 Conservation and Youth Service Corps.
a. A youth corps program, as defined in §12511 (30), is one type of national 
service program eligible for funding under §501.

§ Grants

a. The Commission shall ensure that programs receiving assistance under this 
.subtitle are geographically diverse and include programs in both urban and rural 
States.

§1001 Terms of service 
(a) Length of service.

(1) Part-time. An individual performing part-time national service tmder this 
subtitle [42 uses §§ 12571 et seq.J shall agree to perform community service for 
not less than 2 years.
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(2) FuU-tiine. An individual perfonning full-time national service luider this 
subtitle [42 uses §§ 12571 et SGq.]shall agree to perform community service for 
not less than 1 year nor more than 2 years, at the discretion of such individual.

(3) Special senior service. A special senior service participant performing 
national ser\dce under this subtitle [42 USCS §§ 12571 et seq.] shall serve for a 
period of Lime as determined by the Commission.
(b) Partial completion of serttice. Tf the State releases a participant from 
completing a term of service in a program receiving assistance under this subtitle 
[42 USCS §§ 12571 et .seq.] for compelling personal circumstances as 
demonstrated by such participant, the Commission may provide such participant 
with that portion of the financial assistance described in section 146 [42 USCS § 
12576] that corresponds to the quantity of the service obligation completed by 
such individual.
(c) Terms of service.
1.. full-time. An individual performing full time national sendee under this 

subtitle shall agree to perform community service for at least nine montlis per 
year for a total of at least 1500 horns per year.
b. Part-time - Part-time programs shall operate at least 9 hours per week.

(1) Part-time. A participant perforniing part-time national service under dii.^ 
subtitle [42 USCS §§ 12571 et seq.] shall serve for-

(3) Special senior sendee. A special senior sendee participant performing 
national service under this subtitle [42 USCS §§ 12571 et seq.] .shall serve either 
part- or full-time as permitted by the Commission.

§ 12575. Eligibility

(a) Part-time.
(1) Requirements. An indhddual may serve in a part-time national service 

program under this subtitle [42 USCS §§ 1Z571 et seq.) if such individual-
(A) is 14 years of age or older; and
(B) is a citizen of the United States or lawfully admitted for pennanenl 

residence.
(2) Priority. In selecting applicants for a part-time program, States shall give 

priority to applicants who are currently employed.
(b) Full-time. An individual may ser^J-e in a full-time national service program 
under this subtitle [42 USCS §§ 12571 et seq.] if such individual-

(1) is 14 years of age or older;
(2) has received a high school diploma or the equivalent of such diploma, or 

agrees to achieve a high school diploma or the equivalent of sudi diploma while 
participating in the program; and

(3) is a citizen of the Uiuted States or lawfully admitted for permanent 
residence.
(c) Special senior service. An individual may serve as a special saaior service 
participant under this subtitle [42 USCS §§ 12571 et seq.] if such individual-

(1) is 60 years of age or older; and
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(2) meets the eligibility criteria for special senior service participation 
established by the Commission.

§12577. Living allowance

(a) Full-time service.
(1) In g^eral. From assistance provided under this subtitle [42 USCS §§ 12571 

et scq.], each participant in a full-time national service program receiving 
assistance under this subtitle [42 L'SCS §§ 12571 et seq.] shall receive a living 
allowance of not more than an amount equal to 100 percent of the poverty line 
for a family of two (as defined in section 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2))).

(2) Non-Fcdcrol sources. Notwitlistandmg paragi’aph (1), a program agency 
may provide participants with additional amoimts that are made available from 
non-Federal soxirccs.
(b) Reduction in existing program benefits. Nothing in this section shall be 
construed to require a program in existence on the date of enactment of this Act 
[enacted Nov. 16,1990) to deaease any stipends, salaries, or living allowances 
provided to participants tmder such program.
(c) Health insurance. In addition to the living allowance provided under 
subsection (a), grantees are encouraged to provide health insurance to each 
participant in a full-time national sendee program who docs not othenvise have 
access to health insurance.
(d) Special senior service participant.

(1) Full-time. Each full-time special senior service participant shall receive a 
living allowance equal to the living allowance provided to full-time participants 
under subsection (a), and such other assistance as the Commission considers 
necessary and appropriate for a special senior service participant to carry out the 
service obligation of sudi participant.

(2) Part-time. Each part-time special senior service participant shall receive a 
living allowance equal to a share of such allowance offered to a full-time .special 
senior service participant under paragraph (1), that has been prorated according 
to the number of hours such part-time participant serves in the program, and 
such other assistance that the Commission considers nece.ssary and appropriate 
for a special senior service participant to cany out the ser/ice obligation of such 
participant.
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§ 12576. Post-ser\''ice benefits

(a) Part-time.
(1) The Commission shall annually provide to each part-time participant a 

nontransferable post-service benefit that is equal in value to $ 2,000 for each year 
of service that such participant provides to the program.

(2) Construction. Nothing in diis subsection shall be construed to prevent a 
State from using funds made available from non-Federai sources to increase the 
amount of post-service benefits provided under paragraph (1) to an amount in 
excess of that described in such paragraph.
(b) Full-time.

(1) The Commission shall annually provide to each full-time participant a 
nontransferable post-service benefit that is equal in value to $ 5,000 for each year 
of service that such participant provides to the program.

(2) Construction. Nothing in this subsection shall be construed to prevent a 
State from using hinds made available from non-Federal sources to increase the 
amoimt of post-service benefits provided under paragraph (1) to an amount in 
excess of that described in such paragraph.
(c) Special senior service participant. A special senior service participant shall be 
ineligible to receive post-service benefits under this section.
(d) Inde.\ing. The Commission shall increase the value of post-service benefits 
provided under this section in each fiscal year based on the increase in the costs 
associated with attending a 4-ycar institution of higher eduction during that 
fiscal year. The Commission shall determine such increases in costs based on 
information made available by the Bureau of Labor Statistics and the National 
Center for Education Statistics.
(e) Post-service benefit.

(1) Part-time. A post-service benefit provided under subsection (a) shall only 
be used for-

(A) payment of a student loan from Federal or non-Federal sources;
(B) downpayment or dosing costs assodated with purchasing a first home; or
(C) tuition at an iruititution of higher education on a full-time basis, or to pay 

the expenses incurred in the full-time participation in an apprenticeship program 
approved by the appropriate State agency.

(2) Full-time. A post-service benefit provided under subsection (b) shall only be 
usedfor-

(A) payment of a student loan from Federal or non-Federal sources; or
(B) tuition, room and board, books and fees, and other costs associated with 

attendance (pursuant to section 472 of the Higher Education Act of 1965 (20 
U.S.C. 108711)) at an institution of higher education on a full-time basis, or to pay 
the expenses incurred in the full-time participation in an apprenticeship program 
approved by tlie appropriate State agency.

S__  Criteria
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(a) In providing assistance to States under this Part, if i 2501.7(b) applies, the 
Commission will consider:

(1) (i) The quality of the program, based on the program's ability to offer 
valuable services in die communities where they are needed most and where 
programs do not exist or where existing volimteer service programs are too 
limited to meet community needs; to provide productive, meaningful, 
educational experiences for participants which incorporate service-learning 
methods; to involve the participants in the design and operation of the program; 
to involve individuals from diverse backgrounds (including economically 
disadvantaged youth), and to develop the leadership skills of participants;

(ti) Tlie quality of leadership and management, as measured by the 
qualifications of the principal leaders of the program; and plans and processes 
for recruitment, Lraiiring, supervision, participant support, evaluation, 
administration and other key activities;

(2) Innovative aspects of the program based on the;

(i) Ability of the program to advance knowledge about effective community 
service in ways that will be broadly applicable beyond the program location; and

(ii) Approach to evaluation and otlier means of learning from tlie experience of 
the program;

(3) (i) Replicability, based on the ability and willingness of the program to assist 
others in learning from the experience and replicating the approach of the 
program; and

(4) Sustainability, bascxl on:

(i) Inclusion in a State Comprehensive Plan;

(ii) Strong and broad-based community support for and involvement in the 
program; and

(iii) Evidence that financial resources will be available to continue the program 
after the expiration of the grant.

§___ ^^’freatment of Living Allowances and Post Service Benefits.

a. Living allowances and post-service benefits shall not be counted as income 
under the Internal Revenue Act.

b. living allowances and post-service benefits shall not be counted in 
determining eligibility for means-tested Federal programs.
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§ ___ Administrative costs. Programs receiving grants pursuant to thi.s subtitley
other than a planning grant pursuant to §___ , may use no more tlian 5% of the
grant for administrative costs, including indirect costs.

___ Evaluation) Program objectives. The Commission shall ensure that
progranrs that receive a.ssistance under this subtitle are evaluated to determine 
their effectiveness in—

(1) recruiting and enrolling dh'erse pai'ticipanLs in sudi programs based on 
economic backgrotind, race, ethnicity, age, marital status, education levels, and 
disability;

(2) promoting the educational achievem.ent of each participant in such 
programs, based on earning a high school diploma or the equivalent of such 
diploma and the future enrollment and completion of increasingly higher levels 
of education;

(3) encouraging each participant to erigage in public and community service 
after completion of the program based on career choices and service in other 
service program.s .such an the Volunteers in Service to America Program and 
older American volunteer programs established under the Domestic Volunteer 
Service Act of 1973 (42 U.S.C. 49.sn et seq.), the Peace Corps (as established by the 
Peace Corps Act (22 U.S.C. 2501 et seq.)), the military, and part-time volunteer 
service;

(4) promoting of positive attitudes among each participant regarding the role of 
such participant in solving community problems based on the view of such 
participant regarding the personal capacity of such participant to improve the 
lives of others, the responsibilities of such participant as a citi^en and community 
member, and other factors;

(.5) enabling each participant to finance a lesser portion of the higher education 
of such participant through student loans;

(6) providing services an projects that benefit the commuiiiLy;
(7) supplying additional volunteer assistance to community agencies without 

overloading such agencies with more volunteers than can effectively be utilized;
(8) providing services and activities that could not otherwise be performed by 

employed workers and that will not supplant the hiring of, or result in the 
displacement of, employed workers or impair the existing contracts of such 
workers; and

(9) attracting a greater number of citizens to public service, including service in 
die active and reserve components of the Anned Forces, die National Guard, the 
Peace Corps (as established by the Peace Corps Act (22 U.S.C. 2501 et seq.)), and 
the ViSTA and older American volunteer programs established under the 
Domestic Volunteer Service Act of 1973 (42 U.S.C. 4950 et seq.).
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National Service Trust Fund Act of 1993

A. of the National Service Trust Fund

Funds appropriated to the Trust Fund may be used to provide a benefit worth 
$10,000 for each year of service to individual completing one or two terms of 
approved national service. [Issue: an alternative to raising funds each year for the 
Trust Fund through appropriations would be to create an actual trust fund. Suggest 
that we ask 0MB to design an actual trust fund to determine if this is workable and a 

preferred design.]

States and a new National Service Agency will a^rove national service 
positions in the areas of education, human services, environment, and public safety
from among the following;

- Programs funded in part 3 of section B. below.

- Program comparable to those funded in part 3 of section B, below.

-- In the case of individuals who have completed one term of national service in 

a youlli corps program, service on the staff of a youth corps program.

- Service as a service-learning coordinator in a program eligible for funding 

under part 1 of section B, below.

- Service in employer-support service positions that have been vacant for not 
less than a year and are unlikely to be filled due to a shortage of qualified applicants 

and that are located in depressed urban or rural areas.

To guard against displacement of paid workers, the nondisplacement and 
nonduplication provisions of the National and Community Service Act apply to all 
positions.

The ability to approve half of national service positions will be awarded to 
States - one-fourth of positions to be allocated to states based on population and one- 
fourth based on a competition. The other half of positions wiU be awarded by the 
National Service Agency -- at least one-fourth directly to public and private non-profit 
organizations and up to one-fourth to federally run prognuns or programs sponsored 

by other federal agencies.
Any recent college graduate of any age or out-of-school youth may participate 

by applying to and being accepted into a program offering approved national service
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positions. To assist individuals in locating approved positions, a national database will 
be established whicli can be accessed tlirough college placement ofRc«8, employment 
centers, and other appropriate locations.

A minimum term of service qualifying the individual for a $10,000 benefit is 
equal to 1500 hours of service over a period of not less than nine months. A part- 
time term of service of the equivalent number of hours must be completed within three 
years. A benefit may be used to pay for tuition, fees, room and board at an institution 
of higher education, to repay qualified federal student loans, or to obtain employment 
training.

To promote national esprit de corps, the National Service Agency will arrange 
a national training program for participants, along with a national insignia to be used 
on uniforms, promotional materials, aiul other materiala of approved programs. It 
will also arrange for a national visibility campaign promoting national service and 
facilitate creation of an alumni network of individuals who have participated in 

national service.

B. Authorization of National Service rrograms

To support an infrastructure of national service positions, funding is authorized 
for stipends and benefits (health care, child care) for participants and for program 
support. Three types of National Service programs may be supponed:

1. Biiiif^arinn p^nyratne. a$ authorized undcr subtitle B of the NCSA.

2. Older American programs, including the Older American Volunteer Programs 
of the Domestic Volunteer Service Act.

3. Full- and part-time national service eligible for benefits through the Trust Fund, 
including;

— Youth Corps (as currently authorized in subtitle C and D of the National and 

Community Service Act);

— Specialized Service Corps (including Earth Corps, Public Safety Corps, 
Health Corps, Education Corps, and a Child Welfare Corps);

- Individual Placement Programs (as currently authorized in subtitle D of the 

NCSA and VISTA);

— Professional Corps (including a Police Corps, Teach for America Corps, and 

Service-Learning Corps); and
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- Public Interest Entrepreneurs.

Stipends for ftjU-time participanta will be set locally; however, federal funds may not 
be used to pay stipends above the poverty line for a family of two (increments above 
this amount may. however, be paid with non-federal funds). All participants will 
receive health insurance and child care assistance, if needed.

Three types of support may be made available for full- and part-time national service:

" Single-year planning or stan-up grants, available to individuals, states, and 
public or private non-profit organizations including education institutions:

- Multi-year operations grants, available to states and public or private non­
profit organizations wishing to improve or e}q)and existing programs.

" Muld-year replication grants, available to states and public or private non­
profit organizations wishing to replicate proven existing programs.

All full- and part-time national service grants be mode on a challenge basis and 
must be matched dollar for doUar with at least half of the match in cash.

C. Establishment of the Natioital Service Agency

A new National Service Agency, governed by a nine-member Board of 
Directors, will administer the Trust Fund and the programs described above. [Note: 
perhaps the communications people can develop a more exciting name for the agency.] 
The ACTION and the Commission on National and Community Service will be 
eliminated, with the Commission staff, and selected ACTION staff, serving as interim 
staff for the new National Service Agency. [Issue: we need to learn more about \^at 
happens when you close down an agency, particularly regarding civil servants. Also, 
of what value are the ACTION state and regional offices -- can their functions be 
performed by a central office in Washington?] The Board of Directors of the National 
Service Agency will be a bipartisan group appointed by the President and confirmed 
by the Senate. AH Board members will serve on a part-time basis as volunt^ with 
the exception of the Chair, designated by the President, who will serve full-time and 
receive a salary. The Board will have maximum flexibility to (^>point the staff, 
including an executive director. [Issue: with a program such as this, significant effort 
must be made to monitor against ffaud and abuse. An inspector general is probably 
needed — what special rules must be followed in setting up an TG office?]

The National Service Agency would have responsibility for the following 
functions;
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- establishing criteria for approved national service positions and allocating 
them according to the statute;

- monitoring compliance with the law and ensuring against fraud and abuse;

- arranging for a national database of positions;

'• arranging for a national training program for national service participants;

~ arranging for a national visibility campaign promoting a national service ethic 
and participation in national service;

- facilitating creation of an alumni network of national service participants;

-- coordinating service programs within the federal government;

- administering the National Service programs described above in section B;

-- providing training and technical assistance to states and programs.

D. State Governance

The governor of each state may designate a lead agency and appoint a State 
National Service Conunisuon responsible for administering the TTust Fund and the 
National Service programs described above in section B. The State Commission will 
include representatives of local service program directors and other citizens and will 
develop a plan for service, including proposed national service placements. The plan 
must ensure equitable treatment of urban and rural areas within the state and be 
approved by the governor and tiie National Service Agency.

A small grant will be made available to each state to develop the plan. Once 
the plan is approved by the National Service Agency, the state will be eligible to 
receive an allotment (determined half by a population-based formula and half based on 
a competition) of national seivice positions, as well as grants for national service 
programs described in section B.
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January 21. 1993

NATIONAL SERVICE TRUST FUND ACT.

Short Title: National Service Trust Fund Act ot 1993.

TITLE I. Purposes. The purposes of this Act are:

“to inspire in ail Americans a new commitment to serving their 
country, their qommunftios, and their fellow cltlsens;

“to provide aoooss to higher education and job training for all
young Americans, regardless ot their economic background;

“to enable students to finance their education and job training by 
working In national and community service activities; and,

“to allow gtudents to repay their loans as a percentage of their 
income and to consolidate and simplify the Federal student loan 

programs.

TITLE II. Amendmania to the KIstlonat and Community Service 
Act of 1990.

Part A: Creation of the Netionai Service Trust Fund

The National and Community Service Act of 1990 is amended 

by adding the following new subtitle;

"Subtitle _. National Service Trust Fund.

There is oreated a National Service Trust Fund to provide 
educational benefits to participants performing qualified national 
service.

A. Eligibility of Individuals. Participants shall be eligible to receive 
educational benefits from the Natio.nai Service Trust Fund If they:
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--are a citizen of the United States or lawfully admitted for 
permanent residence;

-are an out-of-school youth or graduated from an institution 
of higher education in tha prevlDiis two years; and

-are accepted into and serve for a term defined m section C 
in a qualified national service placement.

B. Term of Service. Participants shall serve;

-in the case of fuil-time service of not less than 40 hours per 
week, for a period of not less than nine months;

-in the case of part-time service of more than an average of 
[nine?] hours a week for a period of not iessi' than three years.

C. Qualified National Service. Individuals shall serve in positions 
meeting educational, human servioe, environmental or public safety 
needs. As provided In section I. states or the Commission on 
National and Community Servioe may designate any of the following 
as qualified national service:

-service as a VISTA volunteer;

-service In the Peace Corps;

- service in programs funded under parts C, D. or sections 6 
and 7 of part P of this Act;
, sfrvi’ct rn•programs compar^le to those funded under parts C, D, or 

sections 6 and 7 cSrpert E of this Act that meet quality 
criteria established by the Commission;

-in the case of an individual who has completed one term of 
qualified national service, service on the staff of a qualified



SENT BYiXerox Telecopier 7020 I 3-18-93 : 9:53AM : 2024582557^ 6420;# 8

January 21, 1993

national service program;

-•service as a service-learning coordinator in a program 
eligible for funding under subtitle B of this Act: and,

poiiUxOTig'j
-eervice^ln peeTtlene detefaieed >he»^wwleelew ei» thr

whioh provide health insurance to partiolpants and
which:

■•meet human, educational, environmental or public 

safety needs; and,

-have been vacant for not less than [twelve months] and 
are unlikely to be filled In the next [six months] due to a 
shortage of qualified applicants; OR

-are iooeted in an (urban or rural entarprise zone}.

D. National Database. Qualified national service positions shall be 
listed in a national computerized database, aocesible through 
college and high school placement otfioes, employment service 
centers, volunteer centers, and other entities.

E. Selection of Participants. Organizations sponsoring qualified 
national servioe positions shall seieot individuals to serve In such 

positiorts.

F. Educational Benefits. Participants successfully completing a 
term of qualified national service shall receive a certificate worth 
$5,000 in educational benefits for each such term, up to two terms. 
Educational benefits may be used for:

-repayment of a qualified federal student loan;

••payment of tuition, fees, room and board at an institution of 
higher eduoation; or



SENT BY:Xerox Telecooier 7020 : 3-'8-33 ; 9:53A.M 202456255'H 6420:# 3

January 21, 1993

Con
/ des

--employmont trainino, incluciing apprenticeship.

Q. Remittance of Certificates. The Commission shall remit a 
men^to eligible entitles presentine ft completed certificated, A 

oornpTSted oertificate shall inolude a statement,, signed by the 
participant and the eligible entity under penalty of perjury, 
declaring fimear am belae ueed fen> the pui'pesea lwteHdad)i

may Include supporting documentation as required by the 

Commission. An eilgible eligible entity is the holder of a loan 
described In F (below), an institution of higher education (as defined 

in the Higher Education Act, section or any other entity approved 
by the Commission.

H. Qualified Federal Studertt Loan. A qualified federal student loan is 
any loan issued or insured by the federal government under Title IV 
of the Higher Education Act or Title VII of the Public Health Service
Act.

I. Designation of Qualified National Service Positions. Amvi 
in^lwrilil' firipnr~T^^i—t" r*** ' i 

■*»ileeate^e'""awthgiiit>t to deslpnats pnnitinnn nliybln fnr tba 
ediemtliuil OUTlUflW umiWTrotoi deoewbud in pmrP. Authority to 
designate il'ie iwlptafll'i if lartiffeitaaMhail be allocated as , 
follows: ppg»nvvv<

•^not^tew thir^one‘third]^to qualified states based on 

(population]; , af jn>ii^sl^i94.a^

--[up to one-third] .to qualified states on a competitive basis; 
and ^

-Stnotless than one-third]' 
nonprofit organizations providing qualified national service 

opportunities.
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Such states and organizations shall use criteria established by the 
Commission in designatina positions uffeiiiiy uduuHlun UynUflU '
^eMitioatsai '

J. Qualified States. For a state to be eligible to designate positions 
under part I:

-the chief executive officer of such state shall designate a 
state lead agency responsible for administering the program;

-the state shall have in place a state National Service 

Commission described in section 178;

-the state lead agency shall submit a plan, approved by the 
state Community Service Commission, specifying proposed 
qualified national service positions within the state, 
describing a system for ensuring compliance with this 
subtitle, describing how the slate will make child care 
available for children of participants to the maximum extent 
practicable, and describing how suoh posKions wilt be 
coordinated witn other service initiatives within the state; 
and

-the state shall arrange group activities for participants and 
make other efforts designed to promote the ethic of service.

K. Commission on National and Community Service. The Commission 
on National and Community Service shall administer the National 
Service Trust Fund. The Commission shall:

-in consultation with experts in the field of national service, 
establish criteria for qualified national service opportunities;

-monhor compliance with the provisions of this subtitle;

-arrange for the national database described in section D;
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--arrange for a national visibility campaign promoting a 
national service ethic and participation national service;

\/\

-provide a national training curriculum lor participants to 
foster a national program identity:

-facilitate the creation of an alumni network of national 
service participants:

-coordinate this subtitle with other provisions of the Act;

-provide training and technical assistance to states and 
programs offering qualified national service positions:

L. Authorization of Appropriations. There are authorized to be 

appropriated;

"to provide education benefits described in section F, [$Xoo 
million]^ which ehaii remain available until expended; and,

-to carry out other activities described in this subtitle, and 
to administer the National Service Trust Fund, [$X million]. ”

Part B: Resuthorliatlon and Expansion of the National and
Community Service Act.

to:
The National and Community Service Act of 1990 is amended

-continue and expand the funding authorization for the/Youth 

Service and Conservation Corps, Serve America, and h/iodel 
National Service Programs: and.
-add new autnomy tor a Pre-Professionai Corps ano publfc ^ 

Interest Entrepreneurs.

6
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TITLE III. Federal Family Education Loana.

Sactlon 42SA of tha Hlghsr Education Act is amended as follows:

A. Establishment or New Loan Program. There Is eitabitshed one 
federal student loan program to ensure that all students have acceee 

to the financial reaouroes to attend college.

B. Loan Limits. Full-time students are entitled to borrow the 
following amounts annually (students attending pan-time or In 
short-term programs will have lower limits):

First year 
Seeond

Dependent
atudiflts

$1^326
seeond year
Remairang undargrsd ytars S5.500 
Aggregate imdergrad linslt $28I4W0 
(Trsdnste n/s
Aggeageta gradnata limit n/a

IndependentStudents
$6,625
$7,500

$10^
$SftOOO
$18AOO

$138,600

No student may receive more flnanoial aid from the federal 
programs than the amount needed to cover the cost of 
attendance.

C. Repeal of EKisting Programs. [The new program incorporates 
eligibility from Stafford, SLS, and the unsubsidized program].

0. Universal Eligibility. No student shall be denied a loan baaed on 

either personal or family Income.

E. In-achool interest subsidy. Section 426 of the Higher Education 
Act is amended to provide for a federal interest subsidy for 
finanoiaily needy students, as identified under the needs analysis
provisions in section___ . The subsidy would apply to that portion
of their 'oan for which they are eligible, ud to a maximum of $2,625 
In the first year, $3,500 in the seeond year. $5,500 In the remaining 
undergraduate years, and $6,500 in the graduate years. [Deferral
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benefits must also be inciuded}.

F. Interest rate. Section 427 Is amended such that the interest rate 

on the loans shall be equal to the 9l>day Treasury bills plus 3.1 
percent, with a maximum of 9 percent. (The current SLS maximum is 

11 percent, eo this is a better deal for studente).

G. Orioinatlon Fee. Borrowers under the federal student loan
program shall be oharged an origination fee equal to percent of
the loan principal. [The level ot the tee must be determined based 
on cost estimates of the overall program - current origination fee 
levels on federal student loans are either 5 or 6.5 percent.]

H. Guarantee Fee. Guarantee agencies may charge borrowers a fee as
permitted under section __ .

I. Loan Consolidation. Loans made under this program shall be 
eligible for student loan consolidation as under current taw, to 
simplify repayment for borrowers.

T!TL£ IV. Eatablistiment ot Incoma-Contingent Repayment Option. 
(Expansion of §437A on the Higher Education Amendments of 1992).

A. Purpose. It is the purpose of this section to

-establish a program that will allow student borrowers to 
repay their loans as a percentage of their income over time;

-allow the Secretary to identify and implement other 
measures to encourage borrowers not participating in the 
National Service Trust Fund programs to enter into low-paying 
public service work.

B. Authorization. The Secretary shail establish a program atlowing 
student borrowers under this part or part D to choose to repay their 
loans cn an income-contingent basis. The Secretary is authorized to:

8
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(1) acquire from eligibia holders, or to otherwise arrange for 
the transfer of, the notes of borrowers who submit a request 
tor income-contingent repayment; and,

(2) to enter into contracts or arrangements with private firms 
or other agencies of the Government to carry out the purposes 
of this section.

C. Regulations. The Secretary shall establish the terms and 
conditions for the income contingent repayment program, The 

regulations shall;

(1) specify the schedules under which Income will be assessed 
for repayment of loans;

(2) provide for the discharge or any remaining obligation after 
the borrower has been in repayment status (non-student 
status) for not more than 29 years; and,

(3) establish other terms and conditions at may be neoessary.

[This provides the Secretary with maximum flexibility to 
address issues such as types of borrowers who can participate 
(new borrowers, new loans, old borrowers, graduate, etc.); 
when borrowers opt for the program (and the opt-out 
procedure, if any); the definition of income (and provisions to 
protect against hiding of Income); the assessment of inccme 
(including whether there is an adjustment to reduce negative 
amortization for lower Income borrowere and/or a surcharge 
for higher income borrowers, and how married couples are 

treated); etc.]-

C. Community Service Incentives. The Secretary, in cooperation 
with the Commission on National and Community Service, may 
establish alternative terms, conditions, and discharge provisions to

9
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encourase borrowers to participate in iow-payino public service 
work.

[This permits the Secretary to establish loan forgiveness and/or 
interest deferral provisions other thisn those provided for in the 
Income-contingent repayment formula to help borrowers who 
engage In a particular type of work. For example, the Secretary 
could pay the interest costs for anyone making less then $10,000 
and working for a charitable corporation providing direct services to 
low-income or disabled individuals.

E. National Service Loan Forgiveneus. To facilitate loart forgiveness
under [section_of the National and Community Service Act, as
amencieci above], the Secretary of Education is authorized to acquire 
from eligible holders, or to otherwise arrange for the transfer of, 
the notes of borrowers who ara engaging In rational and community 
service activities pursuant to [the National Service Trust Fund]. If 
the participant has loan amounts remaining, or falls to complete the 
service, the Secretary shall assign the loan to a servicer to resume 
repayment.

F. Authorization of Appropriation. There are autherlzed to be 
appropriated funds for the purchase of loans on behalf of students 
who will engage in national service and to cover any aoditionat costs 
associated with part D (Community Service Incantives).

V. Expansion of Direct Lending Demonetratlon Program.
(§451 of the Higher Education Amendments of 1992 et. seq.)

A. 500 schools. Section__ la amended to require the Secretary to
enter into agreements with not fewer than 400 nor more than 500 
institutions of higher education to participate In the direct loan 
demonstration program. Further amend to allow the program to 
begin with soma sohoois as early as July 1993.

B. Expansion. After the first year, the Secretary may Increase the
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number of institutions participating in the program, If the Secretary 
determines that the Federal government has the administrative 

capacity to do so.

C. Guaranty Agency protections. Section 453 (e) should be deleted 

and replaced with two new provisions.

(1) The Secretary shall assure that no guaranty agency’s 
administrative cost allowance (ACA) will be reduced by more 
than 15<y<> of its level for fiscal year 1992; and,

(2) The Secretary may, for any guarantee agency with a 
substantial volume of loans under the direct loan 
demonstration program, reimburse agencies basec on a 
percentage of outstanding loans guaranteed by the agency, 
rather than 1% of the new loans guaranteed by the agency.
(The Secretary may determine the percentage that would be 

appropriate).

[Current !aw requires the Secretary to choose schools so as not to reduce 
the volume of new loans at any guaranty agency by more than 15 percent, 
and to determine that ail affected guaranty agencies “will remain 
financially sound." This provision places the Secretary in the position of 
publioly declaring some agencies finanoialiy troubled. ]

0. Default Reduction. Reduce Federal reinsurance to guaranty 
agencies by 3 percentage points for every percent of defaults above 
2.6%. [Currently, there is a "clir of sorts when the default rate 
roaches 10 percent and the reinsurance rate is reduced to X%. This 

would instead encourage constant eitort to reduce defaults, to 
counter the incentive created by the bounty on already-defaulted 

loans.)

TITLE VI. Amendmenia to the Domestic Volunteer Service Aot 
and to the Peace Corps Aot, [if neoecaary].

11
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§101. General Autliority

The Conmiission may make grants on a compelitive basis to States, Indian tribes, 
public and private nonprofit organizations, and institutions of higher education, 
and may transfer funds to Federal agencies for the planning, operation, and 
replication of full-, part-time and summer national service programs.

§ 201. Program Requirements

Participants in programs that receive assistance under this subtitle shali —

a, perform .service that addresses unmet human , educational, environmental or 
public safety needs, especially those needs relating to poverty'.

h. provide training to participants that --

1. builds an ethic of dvic responsibility through training in citizenship and 
the ethic of national and community sert-dcc;

2. orients each partidpant in the nature, philosophy and purpose of the 
program; and

3. proddes the skills and knowledge necessary for the type of service that 
participants will be called upon to perform.

c. contains a service-learning component that provides participants with an 
opportunity to reflect on theii' service experiences.

d. involve youth in the design of the program, and provide leadership positions 
to youth in implementing and evaluating the program.

e. provide for broad-based input from tlie community in the design, recruitment, 
and operation of the program.

f. prior to the placement of participants, the program will coiisult with any local 
labor organization representing employees in the area who are engaged in the 
same or similar work as that proposed to be ciirried out by sudt program.

g. Provide living allowances pursuant to §

h. Provide post-service benefits pursuant to g

§ 301. Ineligible service categories. To be eligible to receive assistance under this 
subtitle, the activities conducted through programs to be funded shall not be 
conducted by any-- 

(1) business organized for profit;
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(2) labor union;
(3) partisan political organization;
(4) orgardzaUon engaged in religious activities, unless such activities do not 

involve the use of funds provided under this title by program participants and 
program staff to give religious instiucLion, conduct worship services, or engage 
in any form of proselytization; or

(5) domestic or personal service company or organization.

§ 401 Grants authorized by this subtitle shall be for the planning, demonstration, 
operation and replication of full-time, part-time, and summer national service 

programs.

§501 Type of Grants

a. Planning grants - Grants may be made to qualified applicants for the 
planning of national service programs.

i The 5% administrative cost limit shall not apply to planning grants.
ii Planning grants may cover a period of up lo one year.

b. . Demonstration grants - Grants may be made to qualified applicants for tlie 
demonstration of innova dve national service programs.

i Demonstration giants may cover a period of up to three years.

c. Operation grants- Grants may be made to qualified applicants for the 
operation of national service programs.
i Operation grants may cover a period of up to three years.

d. Replication grants- Grants may be made to qualified applicants for the 
replication of national service programs.

i Replication grants may cover a period of up to three years.

§ 901 Conservation and Youth Service Corps.
a. A youth corps program, as defined in §12511 (30), is one type of national 
service program eligible for funding under §501.

§ Grants

a. The Commission shall ensure that programs receiving assistance under this 
subtitle are geographically diverse and include programs in both urban and rural 
States.

§1001 Terms of service 
(a) Length of service.

(1) Part-time. An individual performing part-time national service under this 
subtitle [42 USCS §§ 12571 et seq.] shall agree to perform community service for 
not less than 2 years.
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(2) Full-time. An individual performing full-time national service under this 
subtitle [42 USCS §§ 12571 et seq.]shall agree to perform community service for 
not less than 1 year nor more than 2 years, at the discretion of such individual.

(3) Special senior service. A special senior service participant performing 
national ser\dce imdcr this subtitle [42 USCS §§ 12571 et seq.] shall serve for a 
period of lime as determined by the Commission .
(b) Partial completion of sertuce. Tf the State releases a participant from 
completing a term of ser\dce in a program receiving assistance under ttiis subtitle 
[42 USCS §§ 12571 et .seq.] for compelling personal circumstances as 
demonstrated by such participant, the Commission may provide such participant 
with that portion of the financial assistance described in section 146 [42 USCS § 
12576] that corresponds to the quantity of the service obligation completed by 
such individual.
(c) Terms of service.
1.. full-time. An individual performing full time national ser\dce under this 

subtitle shall agree to perform community service for at least nine monllis per 
year for a total of at least 1500 hours per year.
b. Part-time - Part-time programs shall c»pcratc at least 9 hours per week.

(1) Part-time. A participant performing part-time national service under tlii.!; 
subtitle [42 USCS §§ 12571 et seq.] shall serve for-

(3) Special senior ser\’’ice. A special senior service particip-ant performing 
national service under this subtitle [42 USCS §§ 12571 et seq.] shall serve either 
part- or fiiQ-time as permitted by the Commission.

§ 12575. Eligibility

(a) Part-time.
(1) Requirements. An indixddual may serve in a part-time national service 

program under this subtitle [42 USCS §§ 12571 et seq.] if such individual-
(A) is 14 years of age or older; and
(B) is a citizen of the United States or law-fully admitted for pennanenl 

residence.
(2) Priority. In selecting applicants for a part-time program. States shall give 

priority to applicants who are currently employed.
(b) Full-time. An individual may SQwe in a full-time national service program 
under this subtitle [42 USCS §§ 12571 et seq.j if such individual-

(1) is 14 years of age or older;
(2) has received a high school diploma or the equivalent of such diploma, or 

agrees to achieve a high school diploma or the equivalent of such diploma while 
participating in the program; and

(3) is a dtizen of the United States or lawfully admitted for permanent 
residence.
(c) Special senior service. An individual may serve as a special senior service 
participant under this subtitle [42 USCS §§ 12571 et seq.] if such individual-

(1) is 60 years of age or older; and
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(2) meets the eligibility criteria for special senior service participation 
established by the Commission.

§12577. Living allowance

(a) Full-time service.
(1) In general. From assistance provided under this subtitle [42 USCS §§ 12571 

et scq.], each participant in a full-time national service program receiving 
assistance imder this subtitle [42 USCS §§ 12571 et seq.] shall receive a living 
allowance of not more than an amount equal to 100 percent of the poverty line 
for a family of two (as defined in section 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2))).

(2) Non-Fedcral sources. Notwitlistanding paragi-aph (1), a program agency 
may provide participants with additional amoimts that are made available from 
non-Federal sources.
(b) Reduction in existing program benefits. Nothing in this section shall be 
construed to require a program in existence on the date of enactment of this Act 
[enacted Nov. 16,1990) to dcaease any stipextds, salaries, or living allowances 
provided to participants tmder such program.
(c) Health insurance. In addition to the living allowance provided under 
subsection (a), grantees are encouraged to provide health insurance to each 
participant in a full-time national ser\dce program who docs not otherwise have 
access to hcaltii insurance.
(d) Special senior service participant.

(1) Full-time. Each full-time special senior service participant shall receive a 
living allowance equal to the living allowance provided to full-time participants 
under subsection (a), and such other assistance as the Commission considers 
necessary and appropriate for a special senior service participant to carry out the 
service obligation of sucli participant.

(2) Part-time. Each part-time special senior service participant shall receive a 
living allowance eqiial to a share of such allowance offered to a full-time .special 
senior service participant under paragraph (1), that has been prorated according 
to the number of hours such part-time participant serves in the program, and 
such other assistance that the Commission considers necessary and appropriate 
for a special senior service participant to carry out the ser/ice obligation of such 
participant.
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§ 12576. Post-ser\''ice benefits

121006

(a) Part-tiine.
(1) The Commission shall annually provide to each part-time participant a 

nontransferable post-service benefit that is equal in value lo $ 2,000 for each year 
of service that such participant provides to the program.

(2) Construction. Nothing in this subsection shall be construed to prevent a 
State from using funds made available from non-Federai sources to increase the 
amount of post-ser\hce benefits provided under paragraph (1) to an amount in 
excess of that described in such paragraph.
(b) Full-time.

(1) The Commission shall annually provide to each full-time participant a 
nontransferable post-service benefit that is equal in value to $ 5,000 for each year 
of service that such partiapant provides to the program.

(2) Construction. Nothing in this subsection shall be construed to prevent a 
State from using hinds made available from non-Federal sources to increase the 
amotmt of post-service benefits provided under paragraph (1) to an amount in 
excess of that described in sud^ paragraph.
(c) Special senior service partidpant. A special senior service partiapant shall be 
ineligible to receive post-service benefits under this section.
(d) Indexing. The Commission shall increase the value of post-service benefits 
provided under this section in each fiscal year based on the increase in the costs 
associated with attending a 4-ycar institution of higher eduction during that 
fi.scal year. The Commission shall determine such increases in costs based on 
information made available by the Bureau of Labor Statistics and the National 
Center for Education Statistics.
(e) Post-service benefit.

(1) Part-time. A post-service benefit provided under subsection (a) shall only 
be used for-

(A) payment of a student loan from Federal or non-Federal sources;
(B) downpayment or dosing costs associated with purchasing a first home; or
(C) tuition at an institution of higher education on a full-time basis, or to pay 

the expenses incurred in the full-time participation in an apprenticeship program 
approved by the appropriate State agency.

(2) Full-time. A post-service benefit provided under subsection (b) shall only be 
used for-

(A) payment of a student loan from Federal or non-Federal sources; or
(B) tuition, room and board, books and fees, and other costs associated with 

attendance (pursuant to section 472 of the Higiier Education Act of 1965 (20 
U.S.C. 1087U)) at an institution of higher education on a full-time basis, or to pay 
the expenses meurred in the full-time participation in an apprenticeship program 
approved by tire appropriate State agency.

§ Criteria
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(a) In providing assistance to States under this Part, if i 2501.7(b) applies, the 
Commission will consider;

(1) (i) The quality of the program, based on the program's ability to offer 
valuable services in tlie communities where they are needed most and where 
programs do not exist or where existing volunteer service programs are too 
limited to meet community needs; to provide productive, meaningful, 
educational experiences for participants which incorporate service-learning 
methods; to involve the participants in the design and operation of the program; 
to involve individuals from diverse backgrounds (including economically 
disadvantaged youth), and to develop the leadership skills of participants;

(ii) Tlie quality of leadership and management, as measured by the. 
qualifications of the principal leaders of the program; and plans and processes 
for recruitment, Lrauiing, supervision, participant support, evaluation, 
administration and other key activities;

(2) Innovative aspects of the program based on the:

(i) Ability of the program to advance knowledge about effective community 
service in ways that will be broadly applicable beyond the program location; and

(ii) Approach to evaluation ai\d otlier means of learning from tlie experience of 
the program;

(3) (i) Replicability, based on the ability and willingness of the program to assist 
others in learning from the experience and replicating the approach of the 
program; and

(4) Sustainability, based on:

(i) Inclusion in a State Comprehensive Plan;

(ii) Strong and broad-based community support for and involvement in the 
program; and

(iii) Evidence that financial resources will be available to continue the program 
after the expiration of the grant.

§___ ^^'freatment of Living Allowances and Post Service Benefits.

a. Living allowances and post-service benefits shall not be counted as income 
under the Internal Revenue Act.

b. T.iving allowances and post-service benefits shall not be counted in 
determining eligibility for means-tested Federal programs.
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_Administrntive costs. Programs receiving grants pursuant to this subtitle,
other than a planning grant pursuant to S may use no more than 5% of the 
grant fur administrative costs, including indirect costs.

§___ Evaluation) Program objectives. The Commission shall ensure that
programs that receive a.ssistance under thi.s .subtitle are evaluated to determine 
their effectiveness in-

(1) recruiting and enrolling diverse participants in sudr programs based on 
economic background, race, ethnicity, age, marital status, education levels, and 
disability;

(2) promoting the educational achievement of each participant in .such 
programs, based on earning a high school diploma or the equivalent of such 
diploma and the future enrollment and completion of increasingly higher levels 
of education;

(3) encouraging each participant to engage in public and community service 
after completion of tlie program based on career choices and service in other 
service program.s .such a.s the Volunteers in Service to America Program and 
older American volunteer programs established under the Domestic Volunteer 
Service Act of 1973 (42 U.S.C. 495f) et seq.), the Peace Corps (as established by the 
Peace Corps Act (22 U.S.C. 2501 et seq.)), the military, and part-time volunteer 
service;

(4) promoting of positive attitudes among each participant regarding the role of 
such participant in solving community problems based on the view of such 
participant regarding the personal capacity of such participant to improve the 
lives of others, the responsibilities of such participant as a citizen and commimity 
member, and other factors;

(5) enabling each participant to finance a lesser portion of the higher education 
of such participant through student loans;

(6) providing services an projects that benefit the commuiiiLy;
(7) supplying additional volunteer assistance to community agencies without 

overloading such agencies with more volunteers than can effectively be utilized;
(8) providing services and activities that could not otherwise be performed by 

employed workers and that will not supplant the hiring of, or result in the 
displacement of, employed workers or impair the existing contracts of such 
workers; and

(9) attracting a greater number of citizens to public service, including service in 
the active and reserve components of the Armed Forces, llie National Guard, the 
Peace Corps (as established by the Peace Corps Act (22 U.S.C. 2501 et seq.)), and 
the VISTA and older American volunteer programs established under the 
Domestic Volunteer Service Act of 1973 (42 U.S.C. 4950 et seq.).
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NATIONAL SERVICE TRUST FUND ACT.
Short Title: National Service Trust Fund Act of 1993.

TITLE I. Purposes. The purposes of this Act are:

--to inspire in all Americans a new commitment to serving their 

country, their communities, and their fellow citizens;

—to provide acceee to higher education and job training for all 
young Americans, regardless of their economic background;

-to enable students to finance their education and job training by 
working in national and community service activities: and,

—to allow students to repay their loans as a percentage of their 
income and to consolidate and simplify the Federal student loan 

programs.

TITLE II. Amendments to the National and Community Service 
Act of 1990.

Part A: Creation of the National Service Trust Fund

The National and Community Service Act of 1990 is amended 

by adding the following new subtitle:

"Subtitle __. National Service Trust Fund.

There ie created a National Service Trust Fund to provide 
educational benefits to participants performing qualified national 
service.

A. Eligibility of Individuals. Participants shall be eligible to receive 
educational benefits from the National Service Trust Fund if they:
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--are a citizen of the United States or lawfully admitted for 

permanent residence:

-are an out-of-school youth^ 'or^raduated from an institution 

of higher education in the previous two years; and

-are accepted into and serve for a term defined in section C 
in a qualified national service placement.

B. Term of Service. Participants shall serve:

-in the case of full-time service of not less than hours^ier 

week, for a period of not less than nine months;

-in the case of part-time service of more than(^ avorogo of 
[nlne^tioursfj week ^ a period of not iee^ than three years.

C. Qualified National Service. Individuals shall serve in positions 

meeting educational, human service, environmental or public safety 
needs. As provided in section states or theSommiaoion on ■ 
NatioTtal and Community Sorviej]may designate any of the following 

as qualified national service:

-service as a VISTA volunteer;

*sorvice-in tho Poace Corps;- .1^
- service in programs funded under parts/C, D, or sections 6 
and 7 of part^ of this Act; —‘
/frvict r' ^

-^programs comparable to those funded under parts[Cj_^D, or 
sections 6 and 7 oJ'partTJbf this Act that meet quality 

criteria established by tfie Oommiooion;

-in the case of an individual who has completed one term of 
qualified national service, service on the staff of a qualified
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national service program;

--service as a service-learning coordinator in a program 
eligible for funding under subtitle B of this Act: and,

-service^in positions dotefained by the-Commlooion or tht
Whirh iny^iranra trt p-irtirip^intr .

Mrtcirr"

-meet human, educational, environmental or public 
safety needs; and,

-have been vacant for not less than [twelve months] and 
are unlikely to be filled in the next [six months] due to a 
shortage of qualified applicants; OR

•are located in an/furban or rural enterprise zon

D. National Database. Qualified national service positions shall be 
listed in a national eempeterize^database, accesible through 
college and high school placement offices, employment service 
centers, volunteer centers, and other entities.

E. Selection of Participants. Organizations sponsoring qualified 
national service positions shall^seiect individuals to serve in such 

positions.

F. Educational Benefits. Participants successfully completing a 
tepn of qualified national service shall receive a certificate worth 

[§,0q3 in educational benefits for each such term, up to two terms.
I Ml owwwauwiiGii wviiviikikj iwi. ^ \j Educational benefits may be used for;

................................................................. ..........-repayment of a qualified federal student loan;

CZ0
^ ^ -payment of tuition, fees, room and board at an institution of

higher education; or
^i\Jbur ^Jot-*c V

lo CO

» /\(IMLu|c4
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-employment training, including apprenticeship.

furvA.

'i'"'

G. Remittance of Certificates. The Commission shall remit a 
aymentyto eligible entities presenting ^completed certificates. A

complifed certificate shall include a statement, signed by the 
participant and the eligible entity under penalty of perjury, 
declaring tlmtjthp funds qpo being uoeei fei' the purpasee wtewaedi' 

d may include supporting documentation as required by the 

Commission. An eligible eligible entity is the holder of a loan 
described in F (below), an institution of higher education (as defined 
in the Higher Education Act. section -), or any other entity approved 

by the Commission.

H. Qualified Federal Student Loan. A qualified federal student loan is 

any loan issued or insured by the federal government under Title IV 
of the Higher Education Act or Title VII of the Public Health Service 

Act.

I. Designation of Qualified National Service Positions, iliuiii (umiiwi
tippiriprinlrrl piiniinnt tn pirt lii Ihn fimiiiiii riiiiii ‘hill^ 

nllnnntn Htin niithiritijf tn rlnrign-itn pn^-tmr" *nr ^hn
uduLUliuil UgilUfllS LUilHiume deoMiibuU in pailT. Authority to
designate thv? < coipicir 

follows:
f^ef osrtifioQtonAfihall be allocated as

AiAJLfIcJL t fwVA

-Hnot less than one41^^to qualified states based on 
[population]: ^ (>f jioii

■ to qualified states on a competitive basis: 
/w>« ^ auaccnM

to public or private
nonprofit organizations providing qualified national service 

opportunities.

- - noh ayyji - ^

7)
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C<rrj^
Such states and organizations shall use criteria established by the 
GwflroissiDTr in designating positions oftenng“^dnC3TroH"T3BrrBTlT^” 

-eertifioatOQ.- ■

J. Qualified States. For a state to be eligible to designate positions 

under part I:

chi^f^xecuti^ o^i^r of^i^ch sja^ shail^esignate^ 

^t4>(ad Agencyo^^or|4i^>le

--the state shall have in place a state National Service 
Commission described in section 178; ^ V

-the state toad agonoy oholl submit d ufaii: appiuveU by tlie*^------
state Community Service Commission/specifying proposed 

qualified national service positions within the state, 
describing a system for ensuring compliance with this 

subtitle, describing how the state will make child care 
available for children of participants to the maximum extent 
practicable, and describing how such positions will be 
coordinated with other service initiatives within the state; 
and

-the state shall arrange group activities for participants and 
make other efforts designed to promote the ethic of service.

K. Commission efi National and Cemmurnty Service/ The Commission 

—t)M Ndiiunarand Community Qorviee shall administer the National
Service Trust Fund. The Commissino-shall:

A* —CinpA^t
-In consultation with experts in the field of national service, 
establish criteria for qualified national service opportunities;

-monitor compliance with the provisions of this subtitle;

-arrange for the national database described in section D:
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--arrange tor a national visibility campaign promoting a 
national service ethic and participation «ad national service:

\r\
--provide a national training curriculum for participants to 

foster a national program identity:

"facilitate the creation of an alumni network of national 
service participants:

-coordinate this subtitle with other provisions of the Act:

-provide training and technical assistance to states and 
programs offering qualified national service positions:

L. Authorization of Appropriations. There are authorized to be 
appropriated:

--to provide education benefits described in section F, [$X00 

million], which shall remain available until expended: and,

-•to carry out other activities described in this subtitle, and 
to administer the National Service Trust Fund, [$X million],

Pert B: Reauthorlzatlon and Expansion of the National and
Community Sefvice Act.

to:

lerica, and Model
N

Service and C^servation Corps Serve 

National Seoince Programs: anc

-•add neW authority for a Pre-prof ssional Corps and Public 

lnt« rest/Entrepreneurs.

The Naponal and CommiiPity Seryice Act of 1990 is 

■•con/inue and expand the funding authorization for the'Youth
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§101. General Autlionty

AJC.^iA 7^

—] 4 /-<u.;
-fcs^ C /- 2)

The Conunission may make grants on a compelitive basis to States, Indian tribes, 
public and private nonprofit organizations, and institutions of higher education, 
and may transfer funds to Federal agencies for the planning, operation, arid 
replication of fuU-^art-time and summi^ national serviro programs.

§ 201. Program Requirements
^ Partieipants iy^ograms that receive assistance under this subtitle shall —

/o v^nCuc.a. ̂ erioFfn ser.hce that addresses unmet human, educational, environmental or 

public safety needs, especially those needs relating to poverty'.

b. provide training to participants that -

1. build/ an ethic of dvic responsibility through training m citizenship and 
the ethic of national and community ser\'ice;

2. orientyeach partidpant in the nature, philosophy and purpose of the 
program; and

3. pro^dde/the skills and knowledge necessary for the typie of service that 
participants will be called upon to perform.

c. contain/a service-learning component that proddes participants ivith on 
opportunity to reflect or theii' service experiences.

d. involve Werth in the design of the program, and provide leadership positions 
to wtttk in implementing and evaluating the program.

e. provide for broad-based input from tire community An the design, recruitment, 
and operation of the program.

f. prior to the placement of participants, the prngraTn wilfoDiisult with any local 
labor organization representing employees in the area who are engaged in the 
same or similar work as that proposed to be carried out by suclr program.

g. Provide living allowances pursuant to §
k. ^ etn Jix/aMxjkJ

—Pro\T.de po.it-iiei'v ii.r btruefitS cuisuam tc

§ 301. ineligible sendee categories. To be eligible to receive assistance under tltis 
subtitle, the activities conducted through programs to be funded shall not be 
conducted by any- 

(1) business organized for profit;
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(2) labor uninn;
(3) partisan political organization;
(4j organization engaged in religinut^ activities, unless such activities do not 

involve the use of funds provided under this title by program participants and 
program staff to give religious instiucUon, conduct worship services, or engage 
in any form of proseiytizationi-«r-

§ 401 Grants authorized by this subtitle shall be for the -^itTnnnrtTitioa
operation and replication of fu]htim^part-time^«td jnuunu' lidLiuiul miiw ’ —

^ n.s.

§501 T\-pe of Grants

a. Pianning grants - Grants may be made to qualified applicants for the 
planning of national service programs.
-4 The aiimir.ii'Lulivc cost limit shall not apply to planning grants. 

ii Plarming grants may cover a period cf up Lo one year.

b. . l%mon^tfayon gxantfi^^^^rants mawb^majide to qualitietTfepplicants 
demonsfrJuioiyof iimdvativjfc natioaal^rvice program*

i CDmionsti^tjorf^ants a periodMjfjap^ three ye

c. Operation grants- Grants may be made to cjualified applicants for the 
operation of national service programs.
i Operation grants may cover a period of up to three years.

d. Replication grants- Grants may be made to qualified applicants for the 
replication of national service programs.

i Replication grants may cover a period of up to three years.

>v §901 Consemtionand^YdurhServicej2^s.
a.A yopth cops pr^amjas defin^dm^12511 (3P);1so^ieti^p©<5fnationai 
s^3dceprogr^m^pH^ble foi: fumlidg und& §5917

§ Grants

,. The Commission shall ensure that programs receiving assistance under this 
:5ubtitle ore geographically diverse and include programs in both urban and rural 
States.

§1001 Terms of service 
(a) Length of service.

/ ^ ) Part-time. An individual performing part-time national service under this
'' subtitle [42 uses §§ 12571 etseq.] shall agree to perform community service fef-

not-lfifis than 2 years
l^JU-{JUA — AnfM ^
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(2) FuU-tiine. Xn individual performmg rull-time natioi^l service under this 
subtitle [42 U^S §3 12571 et SGq.jshall agree to perform/community service for 

not less than A year nor more than 2 ^arsrat the discretiun of such iiidi\'iJuQl.— 
L'CiiioT* jcrvicc- -V special senior service p'diLLdpaiiL pe' Iv.m ■

uational acr^-ieetutdci* this sublille [42 USCS §§ 12571 et seq.j shall serve tor a ~ 
period of Lime as deiennmed bv the Cumn.Lijaiuu.
(b) Partial completion of service. Tf the State releases a participant from 
completing a term of service in a program receiving assistance under ttiis subtitle 
^42 USCS §§ 12571 et .seq.] for compelling nersoiyl circumstances as 
demonstrated by such participant, the Com3fissifcR»'may provide such participant 
with that portion of the financial assistance described m section 146 [42 USCS § 
12576] that corresponds to the quantity of the service obligation completed by 
such individual.
Ut) Tormij of servn

11-time. An indiyjdiiai performing r-ul time national sendee under this 
subtitle shaljag^terperfonn communin/ service for at least nine monliis per 
year for a totara^^^asr 1500 hours per year.

^ b. Part-rirn^-^art-tmte>pmgrams shall operate at least 9 hours per week.
(1) Pai^ilme. A participant^pcrtorniing part-time national service under mi.s 

subdtfe [42 USCS §§ 12571 et^seqll^h^serve for-
(3) Special senior sendee. A speciaT'semor service participant performmg 

"national service under this subtitle [42 USC^'§§J2571 et seq.j .shall serve either 
•part- or full-time as peiimlled by llso Commiasior

§12575. Eligibility

-(a) Part time:—^
(1) Requirements. An individual may serve in a part-tiiagnational service 

program under this subtitle [42 USCS'§§ 12.571 et seq.j if such ir.dividual-
(A) is d^jyears of age or older; and
(B) is a citizen of the United States or law'fully admitted for peimanenl 

residence. ‘ N
—(2)-Prior^i«&i seleiirting applican.to for a part time program, OULbs sUtlll gfC'e 
■■priorily-Mjapplicants wliuait! currently employed.
ebyrull-Liiiitj. Ail individual may jctyrtu in a full-time naticniril seivke~pr?^nrn 

'Lurdei' this oubtitle [12 UCCD §§ 12571 et seq.j If such individual—
(1) Is 14 yeiiift of age or ijlutuT"
(2) has received a high school diploma or the equivalent of such diploma, or 

agrees to achieve a high school diploma or the equivalent of sucli diploma while 
participating in the program; and

—(3) IS a LiUzerref the United btaxoti or lawfully Ldtmi.llv.d fui ydiinUi.t:ii.l
^.je^ence.—^

p,i) .■j.iiii, I, Ar| ijiPp,-jrjnftkpny is -■ <^pprial gpninr sen;icp
participant under this silbliQe [42 USCS §§ 12571 et :vjq.j if such indmduol------

is 60 yecLT!: ul dge or older; and—'
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(2) meete^the eiig bility crij^ria f 
esiabliah^ by the jbomtjai^ion,

§ 12577. Living allowance

ir special senior s^ice partjopation

(a) Full-time service.
(1) in general. From assistance provided under this subtitle [42 USCS §§ 12571

et scq.], each participant in a full-time national service program receiving 
assistance under this subtitle [42 USCS §§ 12571 et seq.j shall receive a living 
^owance of not more than an amount equal to 100 percent of thepovorty Ui-te 
-hr a family of hvo (as drfinod in seirtion ti7?(2) of the Commimlty S'cn-ices Block 
•Cji'ant Act (42 U.3.C ?i^Q2(2)))i J* ^ i». L i/ux**u4fj_

(2) Non-Fcdcral sources. Notwitlistanding paragi'aph (1), a program agency 
may provide participants with additional amoimts that are made available from 
non-Federal sources.
fb) Reduction m cAjoirng, pujgtam beneTii;^. Ixotliing in this section shall b

"coHstrued to require a program m tAisteuLt; on tliu date of enactment of this Act 
—[enacted Not. 16,1990) to decrease any Stipends, salaries, oi living allowances—- 
--.providfid to parricipontj under such program. - 

(c) Health insurance. In additi^n^tp^the living allowance provided under 
subsection (a), grantpeami* health insurance to each
participant in a full-time national sendee program who docs not othenvise have 
access to health insurance.

—(d) Sptidal senior service parrieipani.
(1) Full-time. Each full-time speci^a senior service participant shall receive a 

livmg4ll^ance equal to the Hvjrtg allowance provided to full-time participants 
under .suBjaeedQr^a), and sudi^jther as.sistance as the Commission considers 
necessary and appropriate^ a special senior service participant to carry out the 
service obligation of suc^’partiqp^t.

(2) Part-time. Each n^-time sp^ci3ct-sei;^r service participant shall receive a
living allowance to a share of suchalltmtgiice offered to a full-time special 
senior service ^mcipant under paragraph (1), duHi^^een prorated according 
to the numbe^f hours such part-time participant serve^irvJiTe program, and 
such other a^istance that the Commission considers nece.ssar^'»rid appropriate 
for a spepAl senior service participant to carry out the ser«/ice obligation of such 
participant. ^
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§\l2576. Post-senace benefits

(a) Part-time.
(1) fee Commission shall annually provide to each part-time participant a 

nontrai\sferable post-service benefit that is equal in value to 5 2,000 for each year 
of servK^that such participant provides to the program.

(2) Const^ction. Nothing in this subsection shall be construed to prevent a 
State from twing funds made available from non-Federai sources to increase the 
amoimt of p^t-ser\^ice benefits provided under paragraph (1) to an amount in 

excess of that described in such paragraph.
(b) Full-time.

(1) The Commi^ion shall annually provide to each full-time partiapan: a 
nonlransferable p^-service benefit that is equal in value to $ 5,000 for each year 
of sertdee that such Mrtiapant pro\ades to the program.

(2) Construction. Ndfiiing in this subsection shall be construed to prevent a 
State fi'om using hindsfeade available from non-Federal sources to increase the 
amount of post-servdce bfeefits provided under paragraph (1) to an amount in 
excess of that described in\udi paragraph.
(c) Special senior service parfidpant. A special senior service partidpant shall be 
ineligible to receive post-ser\^e benefits under this section.
(d) Indexing. The Commission shall increase the value of post-service benefits 
provided under this seefion in fiscal year based on the increase m the costs 
associated with attending a 4-ycarSnstitution of higlier eduction during that 
fi.scal year. The Commission shall d^ermine such increases in costs based on 
information made available by the Bi^eau of Labor Statistics and the National 
Center for Education Statistics.
(e) Post-service benefit.

(1) Part-time. A post-service benefit proVded under subsection (a) shall only 
be used for~

(A) payment of a student loan from Feder^or non-Federal sources;
(B) downpayment or closing costs associatecUvith purchasing a first home; or
(C) tmtion at an institution of higher education on a full-time basis, or to pay 

the expenses incurred in the full-time participatior^m an apprenticeship program 
approved by the appropriate State agency.

(2) Full-time. A post-service benefit provided under'^ubsection (b) shall only be 
used for-

(A) payment of a student loan from Federal or non-FeUeral sources; or
(B) tuition, room and board, books and fees, and other Msts associated with 

attendance (pursuant to section 472 of the Higher Educatioi^Act of 1965 (20 
U.S.C. 108711)) at an institution of liigher education on a full-toe basis, or to pay 
the expenses incurred in the full-time participation in an appr^ticeship program 
approved by llie appropriate State agency.

§__ Criteria
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'%Ji tC^

Comniiujiow'i'i ill concider-
^gtder this Parf, if I ?im J(b) applies, llicr

'tl-*- Cvr»C t‘-« ^ ■

(1) (i) The quality of the progrtim, based on the program's ability to offer 
valuable services in tlie communities where they are needed most and where 
programs do not exist or where existing volunteer scn.ricc programs axe too 
limited to meet community needs; to provide productive, meaningful, 
educational experiences for participants which incorporate service-learning 
methods; to involve the participants in the design and operation of the program; 
to involve individuals from diverse backgrounds (including economically 
disadvantaged youth), and to develop the leadership skills of participants;

(ii) Tiie quality of leadership and management, as measured by the 
qualifications of the principal leaders of the program; and plans and processes 
for recruitment, training, supervision, participant support, evaluation, 
administration and other key acti^■iftes;

(2) Innovative aspects of the program based on the;

(i) Ability of the program to advance knowledge about effective community 
service in ways that will be broadly applicable beyond the program location; and

(ii) Approach to evaluation and otiier means of learning from tlie experience of 
the program;

(3) (i) Replicabib’t}’, based on the ability and willingness of the program to assist 
others in learning from the experience and replicating the approach of the 
program; and

(4) Sustainability, based on:

(i) Inclusion in a State CompTebensive Plan;

(ii) Strong aird broad-based community support for and involvement in the 
program; and

(iii) Evidence that financial resources will be available to continue the program 
after the expiration of the grant.

§___ Treatment of Living Allowances and Post Service Benefits.

a. Living allowances and post-service benefits shall not be counted as income 
under the Internal Revenue Act.

b. T.iving allowances and post-SGr\dce benefits shall not be counted in 
determining eligibility for means-tested Federal programs.
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§ ___ Administrative costs. Programs receiving grants pursuant to this subtitle,
other than a planning grant pursuant to §___ may use no more tlian 5% of the
grant fur administrative costs, including indirect costs.

§ ___ Evaluation) Program objectives. The Commission shall ensure that
programs that receive assistance under this subtitle are evaluated to determine 
their effectiveness ir^

endting tmd^-Qlling diverse p^tidpanLs in sudi programs based on 
economic background, race, ethnicity,y4ge, marital status, education levels, and 

disability; i
(2) promoting the educational achievement of each participant in such 

programs, based on earning a high school diploma or the equivalent of such 
diploma and the future enrollment and completion of increasingly higher levels 
of education;

(3) encouraging each participant to engage m public and community service 
after completion of tire program based on career choices and service in other 
service program.s such a.s the Volunteers in Service to America Program and 
older American volunteer programs established under the Domestic Volunteer 
Service Act of 197.3 (42 L'.S.C. 4950 et seq.), the Peace Corps (as established by the 
Peace Corps Act (22 U.S.C. 2501 et seq.)), the military, and part-time volunteer 
service;

(4) promoting of positive attitudes among each participant regarding the role of 
such participant in solving community problems based on the view of such 
participant regarding the personal capacity of such participant to improve the 
lives of others, the responsibilities of such participant as a citizen and community 
member, and other fartora;

(5) enabling each participant to finance a lesser portion of the higher education 
of such participant through student loans;

(6) providing services an projects that benefit the commuiuLy;
(7) supplying additional volunteer assistance to community agencie.s without 

overloading such agencies with more volunteers than can effectively be utilized;
(8) providing services and activities that could not otherwise be performed by 

employed workers and that will not supplant the hiring of, or result in the 
displacement of, employed workers or impair the existing contracts of such 
workers; and

(9) attracting a greater number of citizens to public service, including service in 
llie active and reseiTe components of the Amied Forces, Qie National Guard, the 
Peace Corps (as established by the Peace Corps Act (22 U.S.C. 2501 et seq.)), and 
the VISTA- and older American volunteer programs established under the 
Domestic Volimteer Service Act of 1973 (42 U.S.C. 4950 et seq.).
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NATIONAL SERVICE TRUST FUND ACT.

Short Title: National Service Trust Fund Act of 1993.

TITLE I. Purposes. The purposes of this Act are:

--to inspire in all Americans a new commitment to serving their 
country, their communities, and their fellow citizens:

-to provide access to higher education and job training for 
young Americans, regardless of their economic background:

-to enable students to finance their education and job training by 
working in national and community service activities: and,

-to allow students to repay their loans as a percentage of their 
income and to consolidate and simplify the Federal student loan 

programs.

TITLE II. Amendments to the National and Community Service 
Act of 1990.

Part A: Creation of the National Service Trust Fund

The National and Community Service Act of 1990 is amended 
by adding the following new subtitle:

'Subtitle National Service Trust Fund.

There is created a National Service Trust Fund to provide 
educational benefits to participants performing qualified national 
service.

A. Eligibility of Individuals. Participants shall be eligible to receive 

educational benefits from the National Service Trust Fund if they:

l/
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-are a citizen of the United States or lawfully admitted for 
permanent residence; ^

-are an out-of-school youth or graduated from an institution ^ 
of higher education in the previous two years; and

-are accepted into and serve for a term defined in section C 

in a qualified national service placement.

B. Term of Service. Participants shall serve:

-in the case of full-time service of not less than 40 hours per 
week, for a period of not less thanjnin^^months;

-in the case of part-time service of more than an average of 
[nine?] hours a week for a period of not less than three years.

C. Qualified National! Service. Individuals shall serve in positions 
meeting educational,jhuman service, environmental or public safety 

needs, / As provided in section I, states or the Commission on 
Natior^l and Community Service may designate any of the following 

a§/qualified national service:

-service as a VISTA volunteer;

-service in the Peace Corps;

- service in programs funded under subtitles C, D, H, or 

sections 6 and 7 of subtitle E of this Act;

-programs comparable to those funded under subtitles C, D, H, V
or sections 6 and 7 of subtitle E of this Act that meet quality '
criteria established by the Commission; ^

-in the case of an individual who has completed one term of 
qualified national service, service on the staff of a qualified
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national service program;

--service as a service-learning coordinator in a program 
eligible for funding under subtitle B of this Act; and,

-service in employer-supported positions which provide 

health insurance to participants and which:

-meet human, I educational, fenvironmental or public 
safety needs; and, ^

-have been vacant for not less than [twelve months] and 
are unlikely to be filled in the next [six months] due to a 
shortage of qualified applicants; OR

-are located in an [urban or rural enterprise zone].

D. National Database. Qualified national service positions shall be 

listed in a national computerized database, accessible through 
college and high school placement offices, employment service 
centers, volunteer centers, and other entities.

E. Selection of Participants. Organizations sponsoring qualified
national service positions shall select individuals to serve in such <
positions.

F. Educational Benefits. Participants successfully completing a 
term of qualified national service shall receive a certificate worth 
$5,000 in educational benefits for each such term, up to two terms.
Educational benefits may be used for:

-repayment of a qualified federal student loan;

-payment of tuition, fees, room and board at an institution of 
higher education; or
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--employment training, including apprenticeship.

G. Remittance of Certificates. The Commission shall remit a 
payment from the Trust Fund to eligible entities presenting 
completed certificates. A completed certificate shall include a 
statement, signed by the participant and the eligible entity under 

penalty of perjury, declaring compliance with the terms of this Act, 
and may include supporting documentation as required by the 
Commission. An eligible entity is the holder of a loan described in F 
(below), an institution of higher education, or any other entity 
approved by the Commission.

H. Qualified Federal Student Loan. A qualified federal student loan is 
any loan issued or insured by the federal government under Title IV 
of the Higher Education Act or Title VII of the Public Health Service 

Act.

I. Designation of Qualified National Service Positions. Authority to 

designate qualified national service positions shall be allocated as 

follows:

c
/ ^ /\o

-the authority to designate [not less than one-third] of the 
positions shall be given to qualified states based on 
[population]:

-the authority to designate [up to one-third] of the positions 
shall be awarded to qualified states on a competitive basis; 
and

-[not less than one-third] of the positions shall be designated 

by the Commission or delegated to public or private nonprofit 
organizations providing qualified national service 

opportunities. _ T ?

Such states and organizations shall use criteria established by the 

Commission in designating qualified national service positions.
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For a state to be eligible to designate positions

--the chief executive officer of such state shall designate a 
state lead agency responsible for administering the program;

-the state shall have in place a state National Service 

Commission described in section 178;

-the state lead agency shall submit a plan, approved by the 
state Cftgfmw-fty^Service Commission, specifying proposed 

qualified national service positions within the state, 
describing a system for ensuring compliance with this 
subtitle, describing how the state will make child care 
available for children of participants to the maximum extent 
practicable, and describing how such positions will be 
coordinated with other service initiatives within the state; 
and

-the state shall arrange group activities for participants and 
make other efforts designed to promote the ethic of service.

K. Commission on National and Community Service. The Commission 

on National and Community Service shall administer the National 
Service Trust Fund. The Commission shall:

-in consultation with experts in the field of national service, 
establish criteria for qualified national service opportunities;

-monitor compliance with the provisions of this subtitle;

-arrange for the national database described in section D;

-arrange for a national visibility campaign promoting a 

national service ethic and participation in national service;
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--provide a national training curriculum for participants to 

foster a national program identity:

-facilitate the creation of an alumni network of national 
service participants;

-coordinate this subtitle with other provisions of the Act; 
and,

-provide training and technical assistance to states and 
programs offering qualified national service positions.

L. Authorization of Appropriations. There are authorized to be 
appropriated;

-to provide education benefits described in section F, [$X00 

million], which shall remain available until expended; and,

-to carry out other activities described in this subtitle, and 
to administer the National Service Trust Fund, [$X million].’’

Part B: Reauthorization and Expansion of the National and
Community Service Act.

The National and Community Service Act of 1990 is amended
to:

-continue and expand the funding authorization for the 
American Youth Service and Conservation Corps, Serve 

America, Higher Education Innovative Projects, and Model 
National Service Programs; and,

-add new authority for a Pre-Professional Corps and Public 

Interest Entrepreneurs.
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TITLE III. Federal Family Education Loans.

Section 428A of the Higher Education Act is amended as follows:

A. Establishment of New Loan Program. There is established one 
federal student loan program to ensure that all students have access 

to the financial resources to attend college.

B. Loan Limits. Full-time students are entitled to borrow the 
following amounts annually (students attending part-time or in 
short-term programs will have lower limits):

1. Dependent undergraduate students:

-who have not completed their first year of 
postsecondary education may borrow up to $2,625;

-who have completed their first year, but have not 
completed their second year of postsecondary education, 
may borrow up to $3,500;

-who have completed two years of postsecondary 
education but have not completed their program of study 
may borrow up to $5,500;

-may not borrow more than an aggregate of $23,000 as 

undergraduates.

2. Independent undergraduate students:

-who have not completed their first year of 
postsecondary education may borrow up to $6,625;

-who have completed their first year, but have not 
completed their second year of postsecondary education, 
may borrow up to $7,500;
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--who have completed two years of postsecondary 
education but have not completed their program of study 

may borrow up to $10,500;

-may not borrow more than an aggregate of $46,000 as 

undergraduates.

3. Graduate students [independent by definition] may borrow up 
to $18,500 per year, except that no graduate student may 
borrow more than a total of $138,500.

[No student may receive more financial aid from the federal 
programs than the amount needed to cover the cost of 
attendance].

C. Repeal of Existing Programs. [The new program incorporates 
eligibility from Stafford, SLS, and the unsubsidized program].

D. Universal Eligibility. No student shall be denied a loan based on 

either personal or family income.

E. In-school interest subsidy. Section 428 of the Higher Education 
Act is amended to provide for a federal interest subsidy for 

financially needy students, as identified under the needs analysis
provisions in section ____. The subsidy would apply to that portion
of their loan for which they are eligible, up to a maximum of $2,625 

in the first year, $3,500 in the second year, $5,500 in the remaining 
undergraduate years, and $8,500 in the graduate years. [Deferral 
benefits must also be included].

F. Interest rate. Section 427 is amended such that the interest rate 

on the loans shall be equal to the 91-day Treasury bills plus 3.1 

percent, with a maximum of 9 percent. (The current SLS maximum is 

11 percent, so this is a better deal for students).

8
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G. Origination Fee. Borrowers under the federal student loan
program shall be charged an origination fee equal to __percent of
the loan principal. [The level of the fee must be determined based 
on cost estimates of the overall program -- current origination fee 
levels on federal student loans are either 5 or 6.5 percent.]

H. Guarantee Fee. Guarantee agencies may charge borrowers a fee as
permitted under section ___.

I. Loan Consolidation. Loans made under this program shall be 
eligible for student loan consolidation as under current law, to 

simplify repayment for borrowers.

TITLE IV. Establishment of Income-Contingent Repayment Option.
(Expansion of §437A on the Higher Education Amendments of 1992).

A. Purpose. It is the purpose of this section to

--establish a program that will allow student borrowers to 
repay their loans as a percentage of their income over time;

-allow the Secretary to identify and implement other 
measures to encourage borrowers not participating in the 
National Service Trust Fund programs to enter into low-paying 

public service work.

B. Authorization. The Secretary shall establish a program allowing 
student borrowers under this part or part D to choose to repay their 
loans on an income-contingent basis. The Secretary is authorized to;

(1) acquire from eligible holders, or to otherwise arrange for 

the transfer of, the notes of borrowers who submit a request 
for income-contingent repayment; and,

(2) to enter into contracts or arrangements with private firms 

or other agencies of the Government to carry out the purposes
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of this section.

C. Regulations. The Secretary shall establish the terms and 

conditions for the income contingent repayment program. The 

regulations shall:

(1) specify the schedules under which income will be assessed 

for repayment of loans;

(2) provide for the discharge of any remaining obligation after 
the borrower has been in repayment status (non-student 
status) for not more than 25 years; and,

(3) establish other terms and conditions as may be necessary.

[This provides the Secretary with maximum flexibility to 
address issues such as types of borrowers who can participate 

(new borrowers, new loans, old borrowers, graduate, etc.); 
when borrowers opt for the program (and the opt-out 
procedure, if any); the definition of income (and provisions to 
protect against hiding of income); the assessment of income 
(including whether there is an adjustment to reduce negative 
amortization for lower income borrowers and/or a surcharge 
for higher income borrowers, and how married couples are 

treated); etc.].

D. Community Service Incentives. The Secretary, in cooperation 

with the Commission on National and Community Service, may 

establish alternative terms, conditions, and discharge provisions to 

encourage borrowers to participate in low-paying public service 

work.

[This permits the Secretary to establish loan forgiveness and/or 

interest deferral provisions other than those provided for in the 
income-contingent repayment formula to help borrowers who 
engage in a particular type of work. For example, the Secretary
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could pay the interest costs for anyone making less than $10,000 
and working for a charitable corporation providing direct services to 

low-income or disabled individuals.

E. National Service Loan Forgiveness. To facilitate loan forgiveness
under [section __of the National and Community Service Act, as
amended above], the Secretary of Education is authorized to acquire 
from eligible holders, or to otherwise arrange for the transfer of, 
the notes of borrowers who are engaging in national and community 
service activities pursuant to [the National Service Trust Fund]. If 
the participant has loan amounts remaining, or fails to complete the 
service, the Secretary shall assign the loan to a servicer to resume 

repayment.

F. Authorization of Appropriation. There are authorized to be 
appropriated funds for the purchase of loans on behalf of students 
who will engage in national service and to cover any additional costs 
associated with part D (Community Service Incentives).

V. Expansion of Direct Lending Demonstration Program.
(§451 of the Higher Education Amendments of 1992 et. seq.)

A. 500 schools. Section___is amended to require the Secretary to
enter into agreements with not fewer than 400 nor more than 500 
institutions of higher education to participate in the direct loan 
demonstration program. Further amend to allow the program to 

begin with some schools as early as July 1993.

B. Expansion. After the first year, the Secretary may increase the 

number of institutions participating in the program, if the Secretary 

determines that the Federal government has the administrative 
capacity to do so.

C. Guaranty Agency protections. Section 453 (e) 
and replaced with two new provisions.

should be deleted
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(1) The Secretary shall assure that no guaranty agency’s 
administrative cost allowance (ACA) will be reduced by more 
than 15% of its level for fiscal year 1992; and,

(2) The Secretary may, for any guarantee agency with a 
substantial volume of loans under the direct loan 

demonstration program, reimburse agencies based on a 
percentage of outstanding loans guaranteed by the agency, 
rather than 1% of the new loans guaranteed by the agency.
(The Secretary may determine the percentage that would be 
appropriate).

[Current law requires the Secretary to choose schools so as not to reduce 
the volume of new loans at any guaranty agency by more than 15 percent, 
and to determine that all affected guaranty agencies “will remain 
financially sound.” This provision places the Secretary in the position of 
publicly declaring some agencies financially troubled. ]

D. Default Reduction. Reduce Federal reinsurance to guaranty 
agencies by 3 percentage points for every percent of defaults above 
2.5%. [Currently, there is a “cliff” of sorts when the default rate 
reaches 10 percent and the reinsurance rate is reduced to X%. This 
would instead encourage constant effort to reduce defaults, to 
counter the incentive created by the bounty on already-defaulted 

loans.]

TITLE VI. Amendments to the Domestic Volunteer Service Act
and to the Peace Corps Act. [If necessary].



National Service Trust Fund Act of 1993

A. Establishment of the National Service Trust Fund

Funds appropriated to the Trust Fund may be used to provide a benefit worth 
$10,000 for each year of service to individual completing one or two terms of 
approved national service. [Issue: an alternative to raising funds each year for the 
Trust Fund through appropriations would be to create an actual trust fund. Suggest 
that we ask 0MB to design an actual trust fund to determine if this is workable and a 

preferred design.]

States and a new National Service Agency will approve national service 
positions in the areas of education, human services, environment, and public safety 

from among the following:

- Programs funded in part 3 of section B, below.

-- Program comparable to those funded in part 3 of section B, below.

— In the case of individuals who have completed one term of national service in 

a youth corps program, service on the staff of a youth corps program.

— Service as a service-learning coordinator in a program eligible for funding 

under part 1 of section B, below.

— Service in employer-support service positions that have been vacant for not 
less than a year and are unlikely to be filled due to a shortage of qualified applicants 

and that are located in depressed urban or rural areas.

To guard against displacement of paid workers, the nondisplacement and 
nonduplication provisions of the National and Community Service Act apply to all 
positions.

The ability to approve half of national service positions will be awarded to 
states — one-fourth of positions to be allocated to states based on population and one- 
fourth based on a competition. The other half of positions will be awarded by the 
National Service Agency -- at least one-fourth directly to public and private non-profit 
organizations and up to one-fourth to federally run programs or programs sponsored 

by other federal agencies.

Any recent college graduate of any age or out-of-school youth may participate 
by applying to and being accepted into a program offering approved national service



positions. To assist individuals in locating approved positions, a national database will 
be established which can be accessed through college placement offices, employment 
centers, and other appropriate locations.

A minimum term of service qualifying the individual for a $10,000 benefit is 
equal to 1500 hours of service over a period of not less than nine months. A part- 
time term of service of the equivalent number of hours must be completed within three 
years. A benefit may be used to pay for tuition, fees, room and board at an institution 
of higher education, to repay qualified federal student loans, or to obtain employment 
training.

To promote national esprit de corps, the National Service Agency will arrange 
a national training program for participants, along with a national insignia to be used 
on uniforms, promotional materials, and other materials of approved programs. It 
will also arrange for a national visibility campaign promoting national service and 
facilitate creation of an alumni network of individuals who have participated in 

national service.

B. Authorization of National Service Programs

To support an infrastructure of national service positions, funding is authorized 
for stipends and benefits (health care, child care) for participants and for program 
support. Three types of National Service programs may be supported:

1. Education programs, as authorized under subtitle B of the NCSA.

2. Older American programs, including the Older American Volunteer Programs 

of the Domestic Volunteer Service Act.

3. Full- and part-time national service eligible for benefits through the Trust Fund, 
including:

— Youth Corps (as currently authorized in subtitle C and D of the National and 

Community Service Act);

~ Specialized Service Corps (including Earth Corps, Public Safety Corps, 
Health Corps, Education Corps, and a Child Welfare Corps);

~ Individual Placement Programs (as currently authorized in subtitle D of the 

NCSA and VISTA);

— Professional Corps (including a Police Corps, Teach for America Corps, and 

Service-Learning Corps); and



— Public Interest Entrepreneurs.

Stipends for full-time participants will be set locally; however, federal funds may not 
be used to pay stipends above the poverty line for a family of two (increments above 
this amount may, however, be paid with non-federal funds). All participants will 
receive health insurance and child care assistance, if needed.

Three types of support may be made available for fiill- and part-time national service:

“ Single-year planning or start-up grants, available to individuals, states, and 
public or private non-profit organizations including education institutions;

- Multi-year operations grants, available to states and public or private non­
profit organizations wishing to improve or expand existing programs.

— Multi-year replication grants, available to states and public or private non­
profit organizations wishing to replicate proven existing programs.

All full- and part-time national service grants will be made on a challenge basis and 
must be matched dollar for dollar with at least half of the match in cash.

C. Establishment of the National Service Agency

A new National Service Agency, governed by a nine-member Board of 
Directors, will administer the Trust Fund and the programs described above. [Note: 
perhaps the communications people can develop a more exciting name for the agency.] 
The ACTION and the Commission on National and Community Service will be 
elintinated, with the Commission staff, and selected ACTION staff, serving as interim 
staff for the new National Service Agency. [Issue: we need to learn more about what 
happens when you close down an agency, particularly regarding civil servants. Also, 
of what value are the ACTION state and regional offices - can their functions be 
performed by a central office in Washington?] The Board of Directors of the National 
Service Agency will be a bipartisan group appointed by the President and confirmed 
by the Senate. All Board members will serve on a part-time basis as volunteers with 
the exception of the Chair, designated by the President, who will serve full-time and 
receive a salary. The Board will have maximum flexibility to appoint the staff, 
including an executive director. [Issue: with a program such as this, significant effort 
must be made to monitor against fraud and abuse. An inspector general is probably 
needed - what special rules must be followed in setting up an IG office?]

The National Service Agency would have responsibility for the following 

functions:



— establishing criteria for approved national service positions and allocating 

them according to the statute;

— monitoring compliance with the law and ensuring against fraud and abuse;

~ arranging for a national database of positions;

— arranging for a national training program for national service participants;

— arranging for a national visibility campaign promoting a national service ethic 

and participation in national service;

— facilitating creation of an alumni network of national service participants;

— coordinating service programs within the federal government;

“ administering the National Service programs described above in section B;

“ providing training and technical assistance to states and programs.

D. State Governance

The governor of each state may designate a lead agency and appoint a State 
National Service Commission responsible for administering the Trust Fund and the 
National Service programs described above in section B. The State Commission will 
include representatives of local service program directors and other citizens and will 
develop a plan for service, including proposed national service placements. The plan 
must ensure equitable treatment of urban and rural areas within the state and be 

approved by the governor and the National Service Agency.

A small grant will be made available to each state to develop the plan. Once 
the plan is approved by the National Service Agency, the state will be eligible to 
receive an allotment (determined half by a population-based formula and half based on 
a competition) of national service positions, as well as grants for national service 

programs described in section B.
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QUESTIONS ABOUT NATIONAL SERVICE

1) Is there a possibility that entities will be certified, but that participants will 
receive only post-service benefits and no stipends? (Teacher Corps)

2) Could Teach For America receive a grant for operations but not get any 
slots?

3) Is income taxable?

4) Is beneHt included in the calculation for other student aid?

5) Is benefit included in determination of eligibility for other benefit programs
(AFDC)?

6) There is a state role. Is there a local role?

7) Is there a local match? a state match? Is it waiveable?

8) Is the match cash or in-kind?

9) Are recipients of slots recognized somehow as Federal Service Corps 
members?

10) Are post-college and others identically identified?

11) How do we ensure that states (and other certified entities) get appropriate 
technical assistance and capacity building?

12) Are we contemplating grants to states to help them develop their plans?

13) Are there two benefit tiers?

14) Do we require diversity or just encourage it? Can we achieve diversity in 
some other way (transferring participants)?

15) Do we have a mechanism for funding leadership training for those heading 
programs?

16) Can certified entities apply for funds for capacity building to handle 
volunteers?
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17) Is there TA for "entrepreneurs"?

18) How do we handle the liability issue?

19) Is there a maxunum grant amount?

20) Do we take a position on "franchising" of motels (Youth Volunteer Corps)?

21) Would a "national" organization get slots to allocate among its franchises?

22) Would colleges get slots?
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1. ESTABLISHMENT.
Establish Corporation for National Service as—

(1) nonprofit corporation but with Federal employees and officers (with advice 
and consent of Senate) (subject to suit, subject to ethical rules) (more like current 
commission than CPB); or

(2) (preferred) independent establishment with Federal officer as head and 
Board of Directors that may or may not include Federal employees and officers (if 
not, for what purposes are they Federal employees?) (S 2059, 102d Congress).

2. BOARD.
(a) Establishment.—Reappointment of entire Board (preferred), or maintenance 

of entire Board, or some very specific criterion (law degree) for maintaining specific
(b) Term.—Length___ years. Staggered terms?
(c) Vacancies.—^Appointed in same manner as predecessor.
(d) Meetings.—Not less often than___ each year.
(e) Quorum.—Majority of Board?
(f) Compensation.—Pay equal to what level of Executive Schedule?
(g) Expenses.—Travel expenses and per diem under section 5703 of title 5, United 

States Code.

3. OFFICERS.
(a) Chairman.—Appointed by President with advice and consent of Senate, or ap­

pointed by Board (if Board is Federal officers) (CPB), or selected by Board from among 
its members (Commission). If appointed, at what level of Executive Schedule?

(b) Executive Director.—Level of Executive Schedule___ or appointed without
regard to provisions of title 5, United States Code? Limit on annual rate of basic pay?

(c) General Counsel.—Level of Executive Schedule___ or appointed without re­
gard to provisions of title 5, United States Code? Limit on annual rate of basic pay?

(d) Existing Officers.—^Abolish ACTION Deputy Directors, Assistant Directors, 
Associate Directors?

4. STAFF.
(a) VISTA; OAVP.—Staff carrying out VISTA and OAVP programs continue to be 

GS employees, with up to 8.5% schedule C employees.
(b) Other programs.—Set number of employees (now 8) appointed without regard 

to GS provisions, other staff GS?
(c) Consultants and Experts.—Section 3109 of title 5, United States Code. Limit 

on annual rate of basic pay?
(d) Presidential Delegation of Functions.—Language similar to section 402(3) 

of Domestic Volunteer Service Act of 1973?

5. DUTIES AND FUNCTIONS.
(a) Regulations.—General authority.
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(b) Functions—Carry out programs under National and Community Service Act 
of 1990 and Domestic Volunteer Service Act of 1973.

6. OFFICES.
(a) In General.—Six offices specified by statute, reporting directly to Chairman 

or Board. No need to specify operating and grants divisions.
(b) Directors of Offices.—Level of Executive Schedule?

7. TRANSFERS.
(a) Functions.—S.33, 102d Congress
(b) Personnel; Assets.—S.33, 102d Congress
(c) Interim Authority for Appointment and Compensation.—S.33, 102d Con­

gress
(d) Continuation of Orders; Determinations; and Regulations.—S.33, 102d 

Congress
(e) Continuation of Proceedings, Suits, and Penalties.—S.33, 102d Congress
(f) Judicial Review.—S.33, 102d Congress
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