


‘Aug-15-97 12:14°P campg'lo ministries 610 341-4372 P.0O1

EAPE

Kingdomworks
MEMORANDUM

Tony Campolo. President

TO: Diana Fortuna

FROM: Larry R. Slagle, Chief Executive
DATE: Friday, August 15, 1997

RE: Student Loan Deferments
Diana,

Thank you so much for calling back today. 1 am so grateful for your help on this deferment
issues.

Attached is the information that one of our students received from SallieMae. Any direction you
can provide will be appreciated.

Singerely,

Larty Slagle

EVANGEUCAL ASSOCIATION
FOR THE PROMOTION OF EDUCATION
TONY CAMPOLO, PRESIDENT

'''' POST OFFICE BOX 7238
ST. DAVIDS, PA 19087
PHONE 610.341.1722
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P.0. BOX 59001
TY -
PANAMA CI FL 32412-9001 (888) 272-5543

JANELLE L JOHNSON ACCOUNT NUMBER. 479-13-6769- 1

63069 SHERWOOD RD
PHILADELPHIA P4 19151-2635
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Dear JANELLE L JOHNSON, 06/09/97

In response to your request to postpone your education loan payments, we
have enclosed a deferment form. Please read the form carefully and
follow the steps below. Until we receive, review and approve your
completed form, you are responsible for making your regular monthly

payments .
1. Read the eligibility criteria in Section 3.

2. Check the appropriate box in Section 1.

3. Sign and date Section 1.

4. AsR an authorized official to complete Section 2. (See Section 3
for a list of officials.) It is very important that this
official f£ill in thae exact dates (month-day-year) of the
deferment period.

Please complete and return the form quickly, especially if you are past
due on your loan payments. Until we receive the form, we will continue
collection activities. Once we receive the fornm, you can assume your
deferment will be approved. We will let you Know if you do not qualify.
You can verify the dates of the deferment with our automated voice

system.
If you need help completing the form, please let us know. Thank you.
Customer Service
Enclosure: PUB Deferment Form
Attention Internet Users!

You can confirm ydur loan status and view key account information by
using our Self-Service feature at www.salliemae.com.

PHONE (888) 272-5543 . FAX (80U) 382-3404 . TDD(TTY (888) 833-7562 . 24 HRS.7 DAYS

ATANILICO Y amat cn



"Section 3- Definitions,/Eligibility Criteria for Public Sorvice Deferment Request |

Definitions
®  Adefermen 15 3 period during which | am entitled 1o postpone repayment of the principal balance of my foan. The Federal government pays the lerest
that accrues during an eligibie deferment for all subsidized Federal Stafford loans and for Federal Consolidation loans for which the application was
recewved by the lender (1) on or after 1/1/93 but before 8:10/93, or (2) afier 8/10/93 if it includes only Federal Staftord ioans that were eligible tor
Federal interest subsigy. |am responsible for the interest that accrues during this period on all other Federal Family Education Loan Program loang.

® Capitalization 15 3 process whereoy a lender adds unpaid interest to the pnincipal balance of a loan.
Eligibility Criteria
To defee (posipone) repayment of my loans while | am:

® Or active duty inthe ARMED FORCES of the United States (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83.

Maximum eligibility s three years. This is a combined limit with Public Health Service and NOAA deferments )

To qualify, | must:

(1) be onactive duty inthe Army. Navy, Arr Force, Marine Corps or Coast Guard, and

{2) nrovide my ander/servicer vith copros of my miltary idontification and orders o Rave my cemmanding cr persannal officer certify Section 2 enthe
preceding page.
Note: Borrowers enlisted in a reserve component of the Armed Forces or the National Guard (while on active duty status in the Army or Arr Force
Reserves) may qualify for this determent only if:
(1) serving full time for a period expected to iast at least one year, o
{2) serving under an order for national mobilization.

m  Serving full time as an officer in the Commissioned Corps of the PUBLIC HEALTH SERVICE (For Federal Stafford and SLS loan berrowers and Federal
PLUS Icans made before 8/15/83. Maximum eligibility 15 three years. This is a combined limit with Armed Forces and NOAA deferments.)

& Qnactive duty in the NOAA (National Gceanic Atmospheric Administration) (For Federal Stafford and SLS loan borrowers whose first laans were
made on or after 7/1/87. Maximum eligibility 1s three years. This is a combined lirnil with Armed Forces and Public Heaith Service deferments.)
@ Serving in the PEACE CORPS (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83. Maximum eligibility is three
years.)
To qualify, | must have agreed to serve for a period of at least one year.
& Afulltime paid volunteer in the ACTION Programs (For Federal Staffora and SLS loan borrowers and Federal PLUS loans made before 8/15/83.
Maximum eligibility is three years.)
To qualify, | must have agreed to serve for a period of at least one year.
® A full-tme paid volurteer for a TAX-EXEMPT ORGANIZATION (For Federal Stafford and SLS loan borrowers and Federal FLUS loans made before
8/15/83. Maxamum eligibility is three years.)
To qualty, lmust: |
(1) be serving full-time in a tax-exempt arganization, as defined in Section 501 (c)(3) of the Internal Revenue Code of 1986;
(2) assist low income peopie and their communities n eliminaung poverty and poverty -refated kuman, social. and environmental condwions:
(3) net earn more than the Federal miaImum wage;

M Estitimiestermitolatioiuiikad SHEJ PV PV cos Port -

(S) have agreed to serve for a period of at least one year. S Ayo ng-

(
Authorized Certifying Officiats h red ﬁ ﬁj%
Commanding or Personnel Officer (Armed Forces Deferment) )
Authorized Official of the US Public Health Service (Public Health Service Deferment)
Authorized Official of the NOAA Corps (NOAA Deferment)
Authonized Official of the Peace Corps (Peace Corps Deferment)

Authonzed Official of the ACTION Program (ACTION Program Deferment)
Authorized Official of the Volunteer Program (Tax-Exempt Organization Deferment)

l Section 4— Lender/Servicer Information } '

Name of Lender/Servicer __ LOAN SERVICING CENTER For Lender Use Only:

Address_P.0. BOX 59001

City, State, Zip _PANAMA CITY EL 32412-9001

Telephone Number _ (888) 272-5543

Rev 31104
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Kingdomworks
MEMORANDUM

Tony Campolo, President

TO: Diana Fortuna

FROM: Larry R. Slagle, Chief Executive
DATE: Friday, August 15, 1997

RE: Student Loan Deferments
Diana,

Thank you so much for calling back today. 1 am so grateful for your help on this deferment
issues.

Attached is the information that one of our students received from SalheMae. Any direction you
can provide will be appreciated.

Singerely,

Larty Slagle

EVANGEUICAL ASSOCIATION
FOR THE PROMOTION OF EDUCATION
TONY CAMPOLO, PRESIDENT

~ POST OFFICE BOX 7238
ST. DAVIDS, PA 19087
PHONE §10.341.1722
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(888) 272-5543

JANELLE L JOHNSON
6309 SHERWOOD RD
PHILADELPHIA P4 19151-2635

Dear JANELLE L JOHNSON,

ACCOUNT NUMBER: ©79-13%6759-1

06/09/97

In response to your request to postpone your education loan payments, we
have enclosed a deferment form. Please read the form carefully and
follow the steps below. Until we receive, review and approve your
completed form, you are responsible for making your regular monthly

payments.

1. Read the eligibility criteria in Section 3.

2. Check the appropriate box in Section 1.

3. Sign and date Section 1.

4. Ask an authorized official to complete Section 2.

for a list of officials.) It is very important that this
official £ill in the exact datas (month-day-year) of the

deferment period.

(See Section 3

Please complete and return the form gquickly, especially if you are past
due on your loan payments. Until we receive the form, we will continue
collection activities. Once we receive the form, you can assume your
deferment will be approved. We will let you know if you do not qualify.
You can verify the dates of the deferment with our automated voice

system.

If you need help completing the form, please let us know. Thank

Customer Service

Enclosure: PUB Deferment Form

Attention Internet Users!

you.

You can confirm your loan status and view key account information by
using our Self-Service feature at www.salliemaa.com.

PHONE (888) 272-5543 . FAX (800) 382-32404

TDD/TTY (388) 833-7562 .

24 HRS.7 DAYS

FEL IS L VT TR VORI
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| Seetion 3 ~ Definitions/Eligibility Criteria for Public Service Deferment Request
Definitions
B A deferment i< 3 period during which | am enttied [0 postpone repayment of the principal balance of my loan. The Federal government pays the mterest
that accrues during an eligible deferment for all subsidized Federal Stafford loans and for Federal Congsolidation loans for which the application was

received by the lender (1) on or after 171793 but before 810/93, or (2) after 8/10/93 if 1 includes only Federal Staftord loans that were eligible tor
Federal interest subsidy. | am responsible for the interest that accrues during this period on all other Federal Family Education Loan Program loans.

@ Capitalization 15 3 process wheredy a lender adds unpaid interest to the principal balance of a loan.
Eligibility Criteria
To defer {posipone) repayment of my loans while | am:

@ Onactive duty Inthe ARMED FORCES of the United Stares (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83,

Maximum eligibility 15 three years. This is a combined limit with Public Reaith Service and NOAA deferments )

To qualify, | must:

{1} be on aclive duty in the Army, Navy, Air Force, Marine Corps or Coast Guard, and

{2) provide my lander/servicer vath copios of my military identificchion 2nd orders o have my cemmanding or personnal officer centify Sectian 2 cathe
preceding page.
Nole: Borrowers enlisted in a reserve component of the Armed Forces or the National Guard (while on active duty status in the Army or Air Force
Reserves) may qualify for this determent only i:

(1) serving full time for a period expected to last at least one year, or
{2) serving under an order for national mobilization,

s Serving full ime as an officer in the Commissioned Corps of the PUBLIC HEALTH SERVICE (For Federal Statford and SLS loan borrowers and Federal
PLUS foans made before 8/15/83. Maximum eligibility 15 three years. This is a combined limit with Armed Forces and NOAA deferments.)

®  QOnactive duty in the NOAA (National Geeanic Atmospheric Administration) {For Federal Stafford and SLS loan borrowers whose first laans were
made on or after 7/1/87. Maximum eligibility is three years. This is a combined limit with Armed Forces and Public Heaith Service deferments.)

®  Serving In the PEACE CORPS (For Feceral Stafford and SLS loan borrowers and Federal PLUS Joans made before 8/15/83. Maximum eligibility 1s three
years.)
Ta quatify, | must have agreed to serve for a penod of atieast one year,

®  Afull{time paid volunteer in the ACTION Programs (For Federal Statforg and SLS loan borrowers and Federal PLUS loans made before 8/15/83,
Maximum eligibility is three years )
To qualify, | must have agreed 1o serve tor a period of at least one year.

B Afull-tme pald volunteer for a TAX-EXEMPT ORGANIZATION (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made betore
9/15/83. Maxamum eligibility i€ three years.)
To qualtly, st
(1) be serving full-time in a tax-exempt organization, as defined in Section 501 (c)(3) of the Internal Revenue Code of 1986;
{2) assistlow income people and their communities in eliminating poverty and poverty-refated human, social, and environmental conditions;
{3) not earn more than the Federal minimum wage,

@ (3) OIS A O S POl vytairesandy

(§) have agreed to serve tor a penod of at least one year.

Authorized Certifying Officials

Commanding or Personnel Officer (Armed Forces Defesment)

Authorized Official of the US Public Heaith Service (Public Health Service Deferment)
Authorized Official of the NOAA Corps (NOAA Deferment)

Authorized Official of the Peace Corps (Peace Corps Deferment)

Authorized Official of the ACTION Program (ACTION Program Deferment)

Authorized Official of the Volunteer Program (Tax-Exempt Organization Deferment)

Section 4— Lender/Setvicer Information

Name of Lender/Servicer _ LOAN SERVICING CENTER For Lender Use Only:

Address_P.0. BOX 59001

City, State, Zip _PANAMA CITY EL 32412-9001

Tetephone Number __(888) 272-5543

Rev 3/1194
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Larry Slagle 8/13

Loan deferrance

giving deferments on students loan for those involved in faith based work
running into some snags; where to turn

religious based activities; deferment of the loan for

Sallie Mae “not engage in religion related activities as part of my duties”

next month;
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SUBSIDIZED DEFERMENTS FOR SERVICE

Proposal: Any college student who took a year off to do service would be cligible to
have the Federal government pay all interest on their Federal student loans

for that period. | QQ((i W\/\/l N S S 2

Pricing Assumptions

1. Students performing community service who have subsidized loans, available only to
needy students, are now cligible to receive Fcderal interest payments during such
deferments, on the basis of economic hardship. Additional costs would occur only for
students with unsubsidized Stafford loans, availablc to all borrowers.

2. Ilistorically, in 2- and 4-yr. institutions, 7% of both subsidized and unsubsidized
borrowers cntering repayment request a dcferment. Of that group requesting a deferment,
3% request a service-related deferment.

3 The Education Department estimates that covering the one-ycar interest costs of
borrowers with unsubsidized loans (or of thc portion of their loans that are unsubsidized)
would cost $7 milion over five years. This estimate does nol include any inducement
effect of the addcd Federal subsidy.

4, Studies of somewhat analogous loan forgiveness programs suggest that there is no
significant inducement cffect in these kinds of programs. However, if we were to assume
a significant inducement factor, doubling the number of student borrowers who would
choose to perform a year of scrvice, then the five year costs would be $14 million..
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UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF POSTSECONDARY EDUCATION

- FACSIMILE COVER SHEET
600 INDEPENDENCE AVENUE, SW
ROOM 4050, BUILDING ROB-3
WASHINGTON, DC 20202/5121
Telephone Number: (202) 708-9069
FAX Number: (202) 708-9107

_ POLICY, BUDGET, AND ANALYSIS STAFF g
DATE: szzgz’{l ~/ NUMBER OF PA GES, INCLUDING COVER PA GE___->

TO:._ DimiA Fortind — DV pivNUMBER: Y& p-T743/

SALLY KIRKGASLER, DIRECTOR ROSE FLETCHER, PROGRAM ASSISTANT

——

Policy and Budget Development Unit Forecasting and Policv Analysis Unit )(
David Bergeron Daniel Madzelan

Unit Chief Unit Chief

Allen Cissell (On Detail) Steve Carter

Program Analyst Program Analyst

Karen Wenk - Joseph Mike

Education Program Specialist Program Analyst

Ellen Sealey Julieta Laurel

Program Analyst Statistician

Donald Conner Charles Masten
Management/Program Analyst Economist

Maria Rojtman Mary Miller
Management/Program Analyst Management Program/Analyst
Deborah Santiago Adam Ochlis

Program Analyst Management Analyst
Heather Moore

Program Analyst

REMARKS: HQ{ZE-"S A/ EXAMRE . MOST AmMoRTIZ2A TIons ARE
EAXED —PANMGNT  [U-MEAR. poTEs. UNDe. Forl DiiteeT LOANS,
A Poreowcr. pAN cHoosE 'EXTENDED TERAL | Fpr2 LoANS BE’TUUEE’\)

ﬁoooo AnD 5),0 000 THE TERM [§ /T VEARS. ALSO (NeLuded 16

THE MAT2(X Pol?_ DETERMINING (NI T1H- YR MONM.ZN pfwmafrs

600 INDEPENDENCE AVE.. SS\W  WASHINGTON. D.C. 20202 o CWE‘
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Gross Income
Monthly  Annual
Minimum wage $ 82333 $ 9,880
Poverty level, family of 2 884.17 10,610
Repayment Period
10 years 15 years
Monthly student loan payment per $1,000 borrowed
(equal monthly payments, 8.25% interest rate) § 1227 s 9.70

Loan Amounts
Monthly payments at 8.25% interest $12500 $ 13,700 $ 15,000

10 years 153.38 168.10 184.05
15 years 121.25 132.89 14550

Example for the average borrower:;

Monthly payment, $13,700 at 8.25% interest. $ 168.10

Monthly income, poverty level, family of 2 884.17
Maximum income for "economic hardship"
Monthly $ 1,052
Annual $ 128627

The average debt for a recent college graduate who borrowed federal loans is $13,700.
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S N\ - income Contingent Repayment Plan o -'
Sample First-Year Monthly Repayment Amounts for a Single Borrower at Various income and Debt Levels

pif. of Postsecondary Educ., Education Pt. 685, App. A
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UNITED STATES DEPARTMENT OF EDUCATION

OFFICE OF POSTSECONDARY EDUCATION

- FACSIMILE COVER SHEET
600 INDEPENDENCE A VENUE, SW
ROOM 4050, BUILDING ROB-3
WASHINGTON, DC 20202/5121
Telephone Number: (202) 708-9069
FAX Number: (202) 708-9107
_ POLICY, BUDGET, AND ANALYSIS STAFF g
DATE: Lfflgz’ﬁ "/ NUMBER OF PAGES, INCLUDING COVER PAGE -

——————————

10:__Dippih Forvonh — DPe paxnumses: FSo-743/

SALLY KIRKGASLER, DIRECTOR ROSE FLETCHER, PROGRAM ASSISTANT

—_——

Policy and Budget Development Unit

Forecasting and Policv Analysis Unit

David Bergeron
Unit Chief

' N
Daniel Madzelan
o) ef

Allen Cissell (On Detail)
Program Analyst

Steve Carter
Program Analyst

Karen Wenk
Education Program Specialist

Joseph Mike
Program Analyst

Ellen Sealey
Program Analyst -

Julieta Laurel
Statistician

Donald Conner

Charles Masten

Program Analyst

Management/Program Analyst Economist

Mana Rojtman Mary Miller
Management/Program Analyst Management Program/Analyst
Deborah Santiago Adam Ochlis

Management Analyst

Heather Moore
Program Analyst
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- Monthly  Annual é@
Minimum wage $ 82333 $ 9880 _74_44—
Poverty level, family of 2 884.17 10,610 \
Repayment Period > Fe[/mdl(

10 years 15 years . ,
Monthly student ioan payment per $1,000 borrowed 'D( Fecys
(equal monthly payments, 8.25% interest rate) S 1227 % 9.70

Loan Amounts

Monthly payments at 8.25% interest. $12500 $ 13,700 $ 15,000
10 years 153.38 168.10 184 .05
15 years 121.25 132.89 145.50
y Py e%
Example for the average borrower: ‘W\
Monthly payment, $13,700 at 8.25% interest. $ 16810
Monthly income, poverty level, family of 2 884.17
Maximum Income for “economic hardship" 1 . (,J ™ Giﬂ‘o\g
Monthly $ 1.052 .
Annual $ 12,627 \ X ’qu\q

The average debt for a recent college graduate who borrowed federal loans is $13,700.
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Gross income
Monthly  Annual
Minimum wage $ 82333 $ 93880
Poverty level, family of 2 884.17 10,610
Repayment Period
10 years 15 years
Monthly student ioan payment per $1,000 borrowed
(equal monthly payments, 8.25% interest rate) 3 1227 % 9.70

Loan Amounts

Monthly payments at 8.25% interest. $12500 $ 13,700 3 15,000
10 years 153.38 168.10 184.05
15 years 121.25 132.89 145.50

Example for the average borrower:

Monthly payment, $13,700 at 8.25% interest. $ 168.10
Monthly income, poverty level, family of 2 884.17
Maximum [ncome for "economic hardship"
Monthly 3 1,052
Annual $ 12627

The average debt for a recent college graduate who borrowed federal loans is $13,700.
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March 25, 1997 | gﬂﬂgﬂﬁ

The Reverend Tony Campolo

Eastern College

10 Fairview Drive

St. Davids, Pennsylvania 19087-3696

Dear Tony:

Thanks so much for your kind words on Nightline and for
your recent letter. I also want to thank you again for
your participation in the National Prayer Service on
Inauguration Day -- your words were so uplifting and
meant a lot to me.

I deeply appreciate your support and enthusiasm for the
Presidents’ Summit for America’s Future. Your new program
for involving college men and women in service to poor urban
communities sounds very promising. You’ll be pleased to know
that the federal government can help those who serve as full-
time volunteers without pay. 1I’ve asked the Department of
Education to provide you with information on how students
who take very low income jobs after school can qualify for
economic hardship deferments of up to three years on their
student loans.

Thanks, too, for sending the prayers by George Eliot. I
enjoyed reading them, and they are, indeed, quite appropriate.
As always, I am grateful for your wise, spiritual counsel.

Talk to you soon.

-y

. ) 4
Sincerely, E@Et& .

BC/LIJ/RLM/RSM/RLM/JAD/JAD/emu-lynn-1lynn-jfc-ckb-efr-efr-emu-
emu-ws-emu-ech-efr-lynn

(Corres. #3415264)

(3.campolo.t)

cc: Secretary Riley, Dept. of Education, w/copy of inc.

cc: J.Dorskind/TDS 94

cc: Mike Cohen, 218, w/copy of inc.

cc: Bob Shireman, 8236, w/copy of inc.

cc: Diana Fortlna,. 224, w/copy of inc.

cc: Scott Michaud, 96 OEOB

Xeroxed copy of personally signed original to NH through Todd
Stern

CLEAR THRU TODD STERN
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February 18, 1997

President Bill Clinton
The White House GRS 1 euson
West Wing | 2O [ ew®igng
Washington, DC 20500-2000

Dear Mr. President:

Please accept my gratitude far the incredible opportunity that You provided for me when you
asked me 1o share in the National Prayer Service on the day of the Inauguration. It was one of
the highlights of my life. It was a privilege to share the Gospel not anly with you, but with
millions of Americans who participated in that special service via television.

1 also wanted to strongly commend you for calling sthe Summit On Voluntarism. Needless fo say,

Yyou not anly have my support but the support of Americans all across the nation. The response

everywhere I go is a response of enthusiasm. The oulpouring of commitments (o heed Yyour call |
Jor public service is truly amazing. I am convinced that the initiative Jor calling this conference
came from a power that is even higher than the White House.

I met with Harris Wofford this past Sunday evening 1o discuss ways in which the religious and
educational sectors of America could oplimize this opportunily to challenge their people to serve
the poor and the needy. Harris was especially enthusiastic abou! a new codlition of
organizations which I have helped to call logether with the expressed purpose of gorming college
students 1o serve poor urban neighborhoods through church-based programs. This caalition
includes the following orgamizations:

Intervarsity Chrtstian I-ellowship

The National Association of Evangelicals

The Coalition for Christian Colleges and Universities
The African-American Ten Point Coalitian

The Hispanic Clergy

The Youth Ministries of Mainline Denominations
Compassion International

pPUuAWwN S

We will be asking college-aged men and women 1o lake off school for a year in order 10 serve
in church-based ministries in wrban neighborhoods. We expect 1o recruit as many as ten
thousarid young peaple who would be willing 10 1ake off a year elther beiween their sophamore
and jumior years of edication or following graduation. We have albready secured sufficient
Jinancial resources to make this program a success. The response 1o the invitalion to serve gives
us certainty that the human resources to make this program a success will be available.

Our plan is 10 put together teams of five collegians and place them in urban churches where they
will do door 10 door visitation. They will speak 10 and listen 1o community pcople, initiate afler-
school programs for wioring and for cultural enrichment and work in neighborhnod public
schools as voluntecrs. One of their primary commitments will be 1o get parents involved in the
education of their children. The name of this movement is called Mission Year.

EASTERN COLLEGE - 10 Fairview Drive - Suint Davids. Pennsylvania 19087-3696 - Telephone 610-341-5800

i
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There is one great need that must be met lo facilitate this huge outpouring of volunteers. There
must be some means devised whereby paybacks on student loans can be deferyed for a year. We
Jnow we can gel thousands of young people 1o commit themselves, but they will find themselves
unable 1o live out that commitment unless such deferments are arranged. Immediately vpon
stopping their education in order 1o volunteer, they would be expected to start payment on student
loans given our present system. Most of them would not be in a position 1o do so if they are
serving without pay - which will be the case. Is there something that you can do? Can
legislation be initiated that could make the needed deferments a possibility?

On a more spiritual note, I came across a couple of prayers written by George Eliot. Asl read
them, ] thought that these would be prayers that would be meamingful to you.

AT HIS FEET

As soon as we lay ourselves entirely at His feet, we have enough light
given us 1o guide our own steps; as the foot-soldier, who hears nothing of
the councils that determine the course of the greal battle he is in, hears
plainly enough the word of command which he must himself obey.

= A RIVER

)

You are sceking some good other than the law you are bound to obey. Bus
how will you find good? It is nota thing of choice: it is a river that Sflows
from the foot of the Invisible Throne, and flows by the path of obedience.
I say again, man cannot choose his dutles. You may choase to forsake
your duties, and choose not to have the sorraw they bring. But you will
go forth, and what will you find? Sorrow without duty - bitter herbs, and
no bread with them.

One last thing! You musr know that people all across America are praying for you, especially
in these difficult days.: Bus [ want fo remind you of the mos! imporiant responsibility that you
have as the President, and that is to pray for all of us. People in leadership must not only lead,

- they must pray for ! se that they lead God expects those 10 whom He gives authority o pray

for those over whom thal authority is exercised Pray for us Mr. President even as we pray for
you.

Your friend, : " _ecl éﬁm &Y
el 1 e

fom oLO | w %7

TC:dmr :_ ﬁ(/\w (ol

7 43:25  B6103411722 EAPE - Tgeel



CLINTON ADMINISTRATION ACCOMPLISHMENTS ON SERVICE

“I want to establish a system of voluntary national service for all Americans. Ina
Clinton Administration, we'll put forth a domestic G.I. Bill that will say to the middle
class as well as low-income people: we want you to go to college, well pay for it, it will
be the best money we ever spent, but you've got to give something back to your country in
return. As President, I'll set up a trust fund out of which any American can borrow
money for a college education, so long as they pay it back either as a small percentage of
their income over time, or with a couple of years of national service as teachers, police
officers, child care workers -- doing work our country desperately needs.”

-- Governor Bill Clinton, October 23, 1991

Creation of AmeriCorps -- Established in 1993 by President Clinton and a bipartisan
majority in Congress, AmeriCorps makes it possible for young people to earn scholarships
for college in exchange for a year of community service. Today, 25,000 AmeriCorps
members are serving in over 1,100 communities across America. Already, 50,000
AmeriCorps participants have earned college tuition by serving their communities.

Opportunity for those who take responsibility for their community -- In exchange for
a year of full-time service, AmeriCorps members earn educational opportunity -- a $4,725
scholarship that helps pay for college, or pays back student loans.

A new way to meet community needs -- AmeriCorps is getting things done, whether it’s
by teaching children to read, helping children get immunizations, doing environmental
work like river clean-ups, fighting crime, renovating housing, or working on disaster relief,
as in the recent floods in North Dakota. AmeriCorps members also help volunteers get
more done -- a typical AmeriCorps member trains or recruits a dozen volunteers.

Making it Possible for Young People to Serve -- Thanks to the President’s income
contingent repayment plan enacted in 1993, young people can take low-paying service
jobs and keep their student loan payments affordable. In addition, the President’s 1998
budget would encourage service by no longer treating loan forgiveness due to service as
taxable income -- so that students whose universities forgive their loans because they have
taken a low-paying service job will no longer have to pay taxes on it.

Learn and Serve America -- Created by President Clinton with the support of Congress,
Learn and Serve provides grants to involve elementary, secondary, and college students in
community service that complements their classroom studies. More than 750,000 students
currently provide needed services to their communities through Learn and Serve America.

National Service Scholars Program -- Created by President Clinton, the National
Service Scholars program is an opportunity for schools and communities to recognize
young people for outstanding volunteer service while helping them continue their
education. Beginning this year, the Corporation for National Service is offering a



matching $500 scholarship for one high school junior or senior selected by each principal
in schools nationwide.

America Reads Challenge -- President Clinton’s America Reads Challenge will mobilize
AmeriCorps members, skilled reading specialists, parents, and an army of one million
trained volunteer reading tutors to ensure that every student can read independently and
well by the end of the 3rd grade.

National Senior Service Corps: Half a million older Americans are engaged in service to
young people, other seniors, and their communities through three Corporation programs --
Foster Grandparents, Senior Companions, and the Retired and Senior Volunteer Program
(RSVP).

Peace Corps -- Since January 1993, more than 20,000 Americans have served as Peace
Corps volunteers in developing countries around the world. Peace Corps volunteers
return home to share their spirit of service with communities across our nation. Under
President Clinton’s leadership, Peace Corps volunteers have returned to Haiti and will be
serving in South Africa and Jordan for the first time ever. In June 1996, President Clinton
announced the formation of the “Crisis Corps,” a new Peace Corps program allowing
volunteers and returned volunteers to provide short-term assistance during humanitarian
crises and natural disasters.



Record Type: Record

To: Robert M. Shireman/OPD/EQP ' ' 6% (Pl
cc: Patricia A. Smith/OMB/EOP A M bttty (’%)
Subject: Re: I'm all confused ;3 @ 2 g~ UcC

It's my understanding from Pat that the specific "service" deferment that used to be in statute an é— < \7\0«

regulations no longer exists. But the current "economic hardship” deferment covers students getting pvall L\Q%

subsidized loans that take a year off to do service (assuming those doing “service" get no or very little
income).

The DPC proposal -- as we see it -- would require extending the same deferment eligibility to students
with unsubsidized loans. William estimated the cost at $7 million over five years, assuming no
inducement effect, and historical data that show 3% of thos@ndividuals that request a deferment do so
for "service-related” reasons. S—

good if Maureen could take a hard look to see if she agrees with William's assumptions (his cost estimate

seems quite low).- : O)M L
VoA SR

| faxed Maureen the one page sheet we gave Diana, that includes the info William gave us. It would be ﬁ C‘g\
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§682.210, Note

ment certifying that she—

(i) Is the mother of a preschool-ag
child;

(1i)  Entered or reentered
workforce not more th
for which the deferment
sought.

employment: and
{iv) Docs

that exceeds

prescribed under section

eral minimum wage).

qQuired under paragraph (r)(1) of this
section. the borrower shall provide 1o
the lender documents demonstrating
the age of her child (e.g.. & birth cer-
tificate) and the rate of her compensa-
tion (e.g., 2 Day stub showing her hour-
ly rate of pay).
3} For purposes of this paragraph--
1) A preschool-age child is vne who
has not yet enrolled in first grade or a
higher grade in elementary school: and
(ii) Full-time employment involves
at least 30 hiours or work a week and is
expected 0 last at Jeast 3 months.
{Approved by the Office of Management ang
Budget under control number 1840.0538)
(Authority: 20 U.S.C. 10M, 1078, 1078-1, 10782,
1078-3. 1032, 1085)

{57 FR 60323, D,

cc. 18, 1992, as amended at 58
FR 9120, Fed.

19. 1993; 58 FR 25746, May |7.

1994)
EFFECTIVE DaTg NOTES: 1. At 59 FR 25748,
May 17. 1994 in §6382.210,

. N paragraph
@X3Nif). after the word “loan™, *'ror whiech

the application waz received by an eligible
lender oa or after January 1. 1993 was
added:; in PATRErADh (a)(8). the pPhrase ‘‘as to
that loan™ was removed: in paragraph (bxé)
introductory text, after the worg “‘When",
“the” way removeq gnd “a” was added in 115

Dlace: in baragraph (cx3), before “SLS™,
"an" was removed and “a Stafford,” wag

he Student Status Con-
firmation Repore, was added, after the word
“outstanding, “Stafford,” wag added. and
“that is held by the lender” was removed, ef-
fective cither 45 days from the date of publi-
cazion (n the FEDERaL RECISTER or later if
Congress takes Certain adjournments.

2. At 59 FR 33594, June 29, 1954 §682.210 wag
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adding a new paragraph (a)1l); by revisg

870
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the effective date
FEDERAL RECISTER,
the reader. the rev

(a) General. (1yi) a
have periodic installment Payments
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by adding n new parg.
(v 1, 1995 or after thy
0 requirements  con.
nave been approved oy
ement  and  Budger,
gcunient :mnouncing
i be publizhed in the
or the conveniencs of
wd Lext Is set forty

wrower §s entitlad ¢
a0 puyments of prin-
authorized periods
vhe repayment periog,
by of this section.
un of a deferment ay.
:3h (0} of this section,
UG TO receive a spe.
tthat is limited to g
me only if the total
the borrowcer has re-
does not exceed the
~q allowed for the

; are jointly liadble for

wan or a Consolida-
wl rant a request for
siuals simultaneously
W this section for re-
terent defermenty,

L0 a medical (ntern-
axcept for an intera-
"aibited from recelv-
'MCht O A Stafford.
0an under paragraph

A 3 -
fntrouers on or ajter

srower who recelves
Yirst disbursed on or
entitled to receive
aaphs (sX2) through
* purposcs of this sec-
15 an tadividual who
+ipal or interast dal-
uu loan as of July 1.
i« vhe obtniax u loanl
This term alwo io-
. obraina a Pedersl
v afeer July 1. 1993 if
:r outstandtng FFED
(tansplidarion Loal

An eligible borrower
at for at least half

of. of Postsecondary Educ., Education

e study 10 accordance wilh the rules pre:
ceprboed 1 §BB2.210(0). except that the bov
rowes i3 not Tequired to oblain a Stafford or
sL3 loan for the period of enrollment cov-
cred LY the delerment.

3y Craduaie jeliowsrap defesment. An sligi-
Lle uerrower i engitled to & graduate Tellow.
amp daferment in accordance with the rules
arescribed in §682.2100dy.

141 Rehadilitation training program deferment.
Aq clivible borrower iy entatled to a réhadill-
safien Lraining program deferment in ac-

corditnee  with  the  rules prescribad  in
jee2. 210t
3y L/nemployment deferment. An  eligible

LOrIOWEr 15 entitled to an unemployment
deferment in accordance with the rules pre-
scribed in §682.210(h) for periads that. collec-
jvely, 60 not exceed 3 years.

£ 61 Eronomic hardship defernient. An cligible
porrower Is entitled to An economic hardship
Jeferment lor perioUs of up to one year at a
ume that. collectively. do uob exceod 3
years, if the borrower provides documenta-
tlon satisfactory to the lender showing that
the dorrower—

(1) Has been granted an economic hardship
deferment under etther the FDSL or Federal
Perkins Loan Programs for the period of
time for which the borrower has roquested
an cconomic hardship deferment for his or
her FFEL loan:

111) I3 receiving payment under a federal or
state pudlic assistance program. such as Aid
to Families with Dependent cnidren, Sup-
plemental Security Income, Food Stamps. or
state general public assistance;

(i) 1s working full-time and earnine &
tntal monthly gross income that does not ex-
ceed the greater of—

(A} The minimum wage rate described in
section 6 af the Fair Labor $tandards Act of
1938 0r  $2/0xS2 - 10,0600/l 000

(B) An amount equal to 300 pgrreent of the
poverty line for a family of two a5 Joter
mined in accordance with scction. €13(2) of
he Community Service Bluck Grant Act

(ivi Is not recelving total monthly gross
income that exceeds twice the amount specl-
fied in paragraph ($)6)ii}) of this section
end, after deducting an amount equal to the
dortower's monthly Dpayments on fuderal
“pogtsecondary education loans. as deter-
mined under paragraph (s}6)viii} of this sec-
tion. the remaining amount of that inoornoe
does not cxceed the amount specified in
paragraph (5X6)(111) of this section.

(v) For a deferment granted under para-
graph (s)B)iv) of this section. the lender
shall require the borrower to sudmit at least
the following documnentation fo qualify for
an ipitial period of deferment—

(A) Evidence sbowing the amount of the
borrower's most recent total monthly gross
Income, as defined i paragraph (SA6X1X) of
thiz section: and

§o6g2.2N

(B! Evidence that would chable the lender
wo detepmine the amoaunt of the monthly
paymants that would have been owed by the
porrower during rhe defvrment period to
other entities for federal postsccondary edu-
cation loana in accordunce with paragraph
tsuGuviiit of thiz section.

«vit To quallfv for a subsequent period of
deferment that begins less tpan ONe year
aimer the end of a period of deferment undar
paragraphs (s¥6)iiis o (iv) of this saction,
the lender sha!l raquire the borrower 1o sub-
it @ copy of the borrower’s federal income
tax return if the dorrower filed & tux return
within cight months prior to the date the
dcferment is requested.

(v1i) For purposes of paraxraph (sx6)iif} of
thi3 section, a borrower is considered to dbe
working full-time if the borrower Is expected
to be employed for at least three consecutive
months at 30 hours per week.

(vu1) In dctermining a borrower's eligi-
bility for an econdmic hardship determent
under paragraph (5)6) of thiz section. the
lender shall count only the monthly Dpay-
ment amaunt tor & proportional share if the
pavments are due less [requently than
monthly) Lhat would have been owed On &
federal postsecondary education loan if the
loan had deen scheduled to be repaid in 10
years from the date the borrower entered re-
payment, regardless of the length of the dor-
rower's actual repayment schedule or the ac-
tual monthly payment amount (if any) that
would be owed during the parind that the
borruwer requestcd an economic hardship
deferment.

(ix) For purposes of paragraph (§)6) of this
saction, a borrower’s total mentnly gross iu-
coma $hall be the gross anount of income re-
ceived Dy the borrower from employrment (el-
wher full-tirme or part-time) and from other
sources.

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082, 1085)

$+682.211 Forbearance.

(a)}1) The Secretary encourages a
iender to grant forbearance for the ben-
¢fit of a borrower or endorser in order
to prevent the borrower or endorser
from defaulting on the borrower's or
endorser’s repavment obligation. or to
permit the borrower or endorser to re-
sume honoring that obligation after de-
fault. Forbeargnce means permitting
the temporary cessation of payments,
allowing an extension of time for mak-
ing payments, or temporarily accept-
ing smaller payments than previously
were scheduled.

(2) Subject to paragraph (h) of this

section. a lender may grant forbear.
i .
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(1) That the borrower is
: en ;
!‘ull-tn_ne_service as an ofﬁceiaig:dtm
Commissioned Corps of the USPHS: he

{2) The datc on which the borrou
service began: and
(3)_ ’I‘hg date on which the Dorrower:
A is expceted to end. $
/ eace Co rinent. To i

¥ il T2 defp: . u
\for a deferment. for service undqeralr,lr?
J‘Peacc Corps Act. the borrower sha)e
provide the lender with a sl’.al:,f:men1
{rom an authorized official of r_hh
Pezl!.ce Corps certifying— ¢

(1) That the borrower
] as agre
serve for a term of at least one {;c:: to

(2) The date on which the bor '
service began: and

(3) The date on which

] the borr ¥
service is expected to end, rrowers
ACTIon prograr i 0 e
AcTh rograms. To qualify for g
delerment as a full-time paid volunteer
in an AC’I_‘ION program. the borrower
shall provide the lender with a state.
ment from an authorized official of the

program certifying—

(1) That the borrower h

' as agree

seg e 'It:;r a term of at least one ireax-q e

) ¢ date on which the b er's

service began; and. orrowers

(3) The date an which th

]  Th € borrower’

service 1s expected to end e

(m) Def teer
service for a tar-exempt organization. To
Quallfy 16r a deférment as a full-time
pald volunteer for a tax-exempt, organi-
zation. a borrower shall provide the
Icndgr w1th. 4 statement from an au-
thorized official of the volunteer pro-
gram certitying—

(1) That the borrower—

(1) _berves 1n.an organization that has
obtained an exemption from taxation
under section 501(¢)3) of the Internal
Revenue Code of 1986:

(ii) Provides service to low-j

_ se : -income
persons and their communities to as-
sist them in eliminating poverty and
poverty-related human, social, and en-
vironmental conditions:

(1ii) Does not receive compensation
Eha; exceeds the rate prescribed under
section 6 of the Fair Labor Standards
Act of 1938 (the Federal minimum
wag.eJ. except that the tax-exempt or-
gamzation may provide health. retire-
ment. and other fringe benefits to the
volunteer that are substantially equiv-

H'ion)

rOWer's

rrower'y

866

,(')\'() SANY Gy~

off. of Postsecondary Educ., Education

glent to the venefits offe;ed to other
employecs of the organization;

(iv) Does not. ax part of his or her du-
ties. give rcligious instruction. conduct
worship services. engage in religious
proselynizing. or engages in fund-raising
o support relirious activities: and

(v) Bas agreed to serve on a full-time
posis for & term of at least one year:

(2) The date on which the borrower’s
service began: and

(3) The date on which the bprrower's
service is expected to er;sl,;_J

(n) Internship or residency “deferment.
(1) To qualify for an internship or resi-
dency deferment under paragraphs
(B)2)(V) or (BXSXiii) of this section. the
porrower shall provide the lender with
a statement from an authorized official
of the organization with which the bor-
rower is undertaking the Internship or
residency program certifying—

(i) That the internship or residency
program is a supervised training pro-
gram thal reguires the borrower to
nold at least a baccalaureate degree
prior to acceptance into the program.

(ii) That. except for a borrower that
provides the statement from 2 State of-
ficial described in paragraph (nX2) of
this section. the Internship or resi-
dency program leads to a degree or cer-
uficate awarded Ly an institution of
higher education, a hospital. or &
health care facility that offers post-
graduate training:

(iii) That the borrower has been ac-
cepted into the internship or residency
prograim, and

(iv) The anticipated dates on which
the borrower will begin and complete
the internship or residency program,
or. in the case of a borrower providing
the statement described in paragraph
(a)2) of this scotion, the anticipated
date on which the dorrower will begin
and complete the minimum period of
participation in the internship pro-
gram that the State requires be com-
pleted beforc an individual may be cer-
tificd for profectional practice or Serv-
ice.

(2) For a borrower who does not pro-
vide a statement certifying to the mat-
ters set forth in paragraph (n)1Xii) of
this section to qualify for an internship
deferment under paragraph (b)(2)(v) of

this section. the borrower shall provide
the lender with a stat¢ment from an of-

P, 04

§

ficial of the appropriate Stule 1
agency certifying that the in:
or residency program, or a

thereof. is required to be compl
fore the borrower may be cert
professional practice or service

(o) Parcntal-leave deferment.
qualify for the parent
deferment described in paragra
of this section, the borrower s!
vide the lender with—

(i) A statement from an au
official oI a participating sch
tifying that the borrower was
on at least a half-time basis du
six months preceding the begi
the deferment period:

(il) A statement from the !
certifying that the borrower—

(A) Is pregnant, caring for h
newbdorn child. or caring for a «
mediately following the place
the child with the borrower in
tion with an adoption:

(B) Is not. and will noL be, «
school during the deferment
and

(C) Is not. and will not be, er.
full-time employment duri
deferment period: and

(iii) A physician’s statems
onstrating the existence of !
nancy. a birth certificate, or
ment from the adoption agenc:
evidencing a pre-adoption plac:

(2) For purposes of T
OX{HAIXC) of this section.
employment involves at least
of work per week and is ex:
last at least three months.

(p) NOAA deferment. To qua.
National Oceanic and Atmos):
ministration (NOAA) deferm
borrower shall provide the ler
a sratement from an authorizc
of the NOAA corps. certifying-

(1) That the borrower is ¢
duty service in the NOAA corp

(2) The date on which the U
service began: and

(3) The date on which the b
service is expected to end.

(q) Targeted teacher deferme
qualify for a targeted
deferment under paragraph (X
this section. the borrower,
school year of service for
deferment is requested, mus
to the lender—
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(A) 90 percent of the loan under this part;

(B) the interest due on such loan; and

(C) any collection fees due on such loan;
in a lump sum payment.

: (20 U.S.C. 1087dd) Enacted June 23, 1972, P.L. 92-318, sec. 137(b), 86 Stat. 275, .

! 277, amended October 12, 1976, P.L. 94-482, sce. 130(d), 130(c), 130(h, 130 (g)(l) ‘ 3

! and (g2}, 90 Stat. 2147; amended June 15, 1977, P.L. 95-43, secs. 1(aX39), 91 ;
217; amended October 3, 1980, P.L. 96-374, secs. 442(b) (4, (5), 443, 444, 445(bX2)
446, 448(c), 1391. 94 Stat. 1440, 1441, 1442, 1443, 1503; amended August 18, 1981, ;
P.L. 97=35, =ae. 539, 95 Stat. 4E8; amended Apri] 7, 1986, P.L. 99-272, sec. 16028, i
100 Stat. 353; amended October 17, 1986, P.L. 99498, gec. 405(a), 100 Stat. 1448; .
amended June 3, 1987, P.L. 100-50, sec. 13(G), 101 Stat. 349; amended July 18, B
1988, P.L. 100-369, sce. 7(c), 102 Stat. 837, amended December 19, 1889, P.L. 101~ K

. 239, sec. 2001(3), 103 Stat, 2111; amended July 23, 1992, P.L. 102-325, gec. 464. is

i 106 Stat. 580; amended December 20, 1993, P.L. 103208, sec. 200(9)=(11), (m), 107

Stat, 2471, 2486. é@g@‘ﬁ/ VAS uA;
SEC. 465. CANCELLATION OF LOANS FOR CERTAIN LIC SERVICE. /-

(a) CANCELLATION OF PERCENTAGE OF DEBT BASED ON YEARs < k-
. OF QUALIFYING SERVICE.—(1) The percent specified in paragraph :
(3) of this subsection of the total amount of any loan made after
June 30, 1972, from a student loan fund assisted under this part
shall be canceled for each complete year of service after such date
by the borrower under circumstances described in paragraph (2).
(2) Loans shall be cunceled under paragraph (1) for service— -
(A) as a full-time teacher for service in an academic year i
in a public or other nonprofit private clementury or secondary

schaal whi_ch is in the school district of a local educational ‘.

to chapter 1 of the Education Consolidation and Improvement
Act of 1981, and which for the purpose of this paragraph and
for that year has been determined y the Secretary (pursuant
to regulations and afler consultation with the State edu.
cational afi'ency of the State in which the school is located) to
be a school in which the enrollment of children counted under
section 111(c) of the Elementary and Secondary Education Act
ofh19165 exceeds 30 percent of the total enrollment of that
i school; =
! (B) as a full-time staff member in a preschool program car- il

._ ried on undcr the Head Start Act which is operated for a pe- :

i riod which is comparable to a full school year in the locality

; if the salary of such staff member is not more than the salary

; of a comparable employee of the local educational agency:

; (C) as a full-time special education teacher, including
| teachers of infants, toddlers, children, or youth with disabil- :
ities in a public or other nonprofit elementary or sccondary
school system, or as a full-time qualified profcssional provider
of early Intervention services in a public ar other nonprofit pro-
gram under public supervision by the lead agency as autﬁor- :
1zed in section 676(bX9) of the Individuals With Disabilities =
Education Act; 3
(D) as a member of the Armed Forces of the United States,
for service that qualifies for special pay under section 310 of 3
title 37, United States Code, as an ares of hostilities; 3
(E) as a volunteer under the Peace Corps Act or a volun- A
teer under the Domestic Volunteer Serviee Act of 1973; ' b

e e e e - i n
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(F) as a full-time law enforcement officer or corrections of-
ficer for service to local, State, or Federal law enforcement or
corrections agencies;

(C) as a full-time teacher of mathematics, science, foreign
languages, bilingual cducation, or any other field of expertise
where the State educational agency determines there is a
ghortage of qualified teachers; '

(H as a full-time nurse or medical technician providing
health care services; or

() as a full-time employee of a public or private nonprofit
child or family service agency who is providing, or supervising
the provision of, services to high-risk children who are from
low-income communities and the families of such children.

For the purpose of this paragraph, the term “children with disabil-
ities” has the meani.n%set forth in section 602(aX1) of the Individ-
uals with Disabilities Education Act.

(3XA) The percent of a loan which shall be canceled under
paragraph (1) of this subsection is—

i) in the case of service described in subparagraph (A),

(C), (®), (@), (), or (I) of cPa.ragm h (2), at the rate of 15 per-

cent for the first or second year o such gervice, 20 percent for

the third or fourth year of such service, and 30 percent for the
fifth year of such service;

@) in the case of service described in subparagraph (B) of
paragraph (2), at the rate of 15 percent for each year of such
service,

(iii) in the case of service described in subparagraph (D) of
paragraph (2), not to exceed a total of 50 percent of such loan
at the rate of 122 percent for each year of qualifying service;
or

(iv) in the case of service described in subparagraph (E) of
paragraph (2) at the rate of 15 percent for the first or second
year of such service and 20 percent for the third or fourth year
of such service.

(B) If a portion of a loan is canceled under this subsection for
any year, the entire amount of interest on such loan which accrues
for such 1¥ea1' shall be eanceled.

(C) Nothing in this subsection shall be construed to authorize
refunding of any repayment of a loan.

(4) For the purpose of this subsection, the term “year” where
applied to service as a teacher means academic year as defined by

e Secretary.

(5) The amount of a loan, and interest on a loan, which is can-
celed under this section shall not be considered income for purpuses
of the Internal Revenue Code of 1986.

(6) No borrower may, for the same volunteer service, receive a
benefit under both this section and subtitle D of title I of thc Na-
tion§.l and Community Service Act of 1990 (42 U.S.C. 12571 et
seq.).

(b) REIMBURSEMENT FOR CANCELLATION.—The Secretary shall
pay to each institution for each fiscal year an amount equal to the
aggregate of the amounts of loans from its student Joan fund which
are canceled pursuant to this section for such year, minus an
amount equal to the aggregate of the amounts of any such loans




-

APR-23-97 WED 08:21

265 HIGHER EDUCATION ACT OF 1965 Sec. 466

so canceled which were made from Federal capital contributions to
its student loan fund provided by the Secretary under section 468.
None of the funds appropriated pursuant to section 461(b) shall be
available for payments pursuant to this subsection.
(¢} SpecIAL RULES.—
(1) LisT—If the list of schools in which a teacher may per- e )
form service pursuant to subsection (aX2XA) is not available i
before May 1 of any year, the Secretary may use the list for y
the year preceding the year for which the determination is
made to make such service determination.
(2) CONTINUING ELIGIBILITY.—~Any teacher who performs
service in a school which—
(A) meets the requirements of subsection (aX2XA) in
any year; und
(B} in a subsequent year fails to meet the require-
ments of such subsection,
may continue to teach in such school and ghall be eligible for
loan cancellation pursuant to subsection (aX1) such subsequent
years.

(20 U.S.C. 1087ee) Enacted June 23 1972, P.L. 92-318, sec. 137(b), 86 Stat. 277,
278; amended Nov. 1, 1978, P.L. 95-561, sec. 1323, 92 Stat. 2363 amended October

September 21, 1993, P.L. 103-82, sec. 102(eX3), 1057( Snf..821; amended December
20, 1993, P.L. 103-208, sec. 2((12)-(14), (kX7), (m), 107 Stat. 2471, 2486.
SEC. 466. DISTRIBUTION OF ASSETS FROM STUDENT LOAN FUNDS. .

(2) IN GENERAL.—After September 30, 1996, and not later than :
March 31, 1997, there shall be a cagita.l istribution of the balance !
of the student loan fund established under this part by each insti-
tution of higher education as follows:

(1) The Secretary shall first be paid an amount which
bears the same ratio to the balance in such fund at the close
of September 30, 1996, as the total amount of the Federal cap-
ital contributions to such fund by the Secretary under this part
bears to the sum of such Federal contributions and the institu-
tion's capital contributions to such fund.

(2) The remainder of such balance shall be paid to the in-

stitution. .

(b) DISTRIBUTION OF LATE COLLECTIONS.—After March 31,
2005, each institution with which the Secretary has made an agree-
ment under this part, shall pay to the Secretary the same propor-
tionate share of amounts received by this institution after Septem-
ber 30, 1996, in payment of principal and intercst on student loans
made from the student loan fund established pursuant to such .
agreement (which amount shall be determined after deduction of |
any costs of litigation incurred in collection of the principal or in- -
terest on loans g—om the fund and not already reimbursed from the

)
fund or from such payments of prindpal or interest), as was deter- g |
mined for the Secrctary under subsection (a).
(c) DISTRIBUTION OF EXCESS CAPITAL —(1) Upon a finding by _
the institution or the Secretary prior to October 1, 1997, that the ;
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TAX INCENTIVES FOR EXPANSION OF STUDENT LOAN FORGIVENESS

rrent

Generally, a taxpayer has income when all or part of a loan made to the taxpayer is
forgiven. However, an exception is provided in section 108(f) for the forgiveness of certain
student loans. If the United States, a State or local government, or a public benefit
corporation with contro} over a state, county, or municipal hospital makes a loan to a student
to support the student’s attendance at an educational institution and subsequently forgives all or
part of the loan, the income resulting from the cancellation of indebtedness is excluded from
the student’s income, provided the loan forgiveness is contingent on the student’s working for
a certain period of time in certain professions for any of a broad class of employers.

Reasons for Change

The Administration believes in encouraging Americans to use their education and training
in community service. Providing tax relief in connection with the forgiveness of certain student
loans will help make it possible for students with valuable professional skills to accept
lower-paying jobs that serve the public.

Proposal
t

The income exclusion for student loan forgiveness would be expanded to cover
forgiveness of loans extended by nonprofit tax-exempt charitable or educational institutions to
their students or graduates when the proceeds are to be used to repay outstanding student loans,
provided the loan forgiveness is contingent on the student’s working for a certain period of time
in certain professions for any of a broad class of employers. The income exclusion would not be
available where a loan is extended and then forgiven by an institution that employs the borrower.
The exclusion would also be expanded to cover forgiveness of direct student loans made through
the William D. Ford Federal Direct Loan Program where loan repayment and forgiveness are
contingent on the borrower’s income level.

The proposal would be effective with respect to amounts otherwise includable in
income after the date of enactment.

TOTAI D RN
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provide education assistance.

L3 ~

~ To provide this imceptive, the budget proposes that for taxable years
beginsing afer December 31, 1957, and before January 1, 2001, small businesses
wou]d wa allowed a 10 percent income taX credit for payments fof education of
employees undar an employet—prowded educatiopal assistance progum. A small
business would be aay employer with gverage annual gross tecexpts of $10 million
or less for the prior three years. The proposal will help small businesses reduce the
costs of providiog educational opportunities for their employees. The extension of
cection 127 and the small business credit together are expected 10 benefit 1.7

million taxpayers.

Expuanded Tax-Free Treannent for Forgiveness of Studens Loans. The
Administration believes in encouraging Americens o use their education and
training in COMmMUARITY Service. Providing tax selfef in connection with the
forgiveness of certain sfudent loaps will help mieke it possidle for: gtudents with
valuable professional gkills so accept lowar-paying jobs that serve the public. To .
this eng, the bu'dget would eliminate the tax lisbility that norgaally arises when debt
is forgiven if the leader is & charitsble or educational institution thet forgives an
education loan after the student ﬁﬂﬁﬂs a commitroent to perform community or
public service et low pay for certain period of time. The same tax-free treatment
would nlso apply when the Federel government forgives 8 loan made through the

direct student loan program for & student who has been makiog mcomc—conﬁngent
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repayments for an extended period.

Expanded Opportunities to Save for College Tax-Free

The Administration believes that individuals should be ancoungcd to save for the costs of
higher education much as they do cutremly for retirement. It also beligves that 1ax policies can -
provide valuable ipcentives 1o increase saving for education Therefore, the Administration is
proposing to expapd IRAs and increase their flexdbility to help lower anrl middle-income
Americans save for their most important needs. By usipg an IRA to save for education and
combining vdtﬁdnwals from the IRA with tﬁe Administration’s proposed tuition deduction,
families will be able to save fog college on an entirely tax-free basis.

The Adminigtration’s proposals would expaad the availability of deductible individual
retirement accounts (TRAs) to families with incomes uader $100,000 and individuals with incomes
under $70,000." These thresbolds, a5 well as the anpual coptribution limit of $2,000, would be
indexed for izflation beginning in2001. The Pn'as‘ldcml's plan would also create 8 new type of
Special IRA. Instead of deducting the amouat deposited in the IRA account (and paying t&x on
the contributions and earnings when withdrawn), the taxpayer would forgo an immediste
deduction but would aot pay tax on either the contributions or 8RITINES when the fund's are
withdrawn, provided the contritutions remain in the Special IRA for at least five years. Fipally,

the President’s proposals would eliminate the peaalty for early withdrewal when taxpayers took

1 Beginning in 1997, eligibility would be phased out for couples filing joint returns with
AGls between $70,000 and $90,000 (545,000 and $65,000 for single filers). Beginning in 2000,
eligihility would be phased out for couples filing joint returns with AGls between 580,000 and
$100,000 ($50,000 and $70,000.for singlo filers).
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cc:
Subject: Re: Text and a question :

The only thing unclear about the write-up is whether the $600 is the annual amount on the average loans
for these people, or a three-year benefit.

For most students, unsub loans supplement other (subsidized) loans that they may have. For example, a
middle-income student at a state university would quite possible have a $3000 subsidized loan, then, on
top of that, an unsub loan of another $4000. Obviously, the deferment is already taken care of on the
subsidized loan. Basically, subsidized loans are means-tested —- but it goes pretty high up the income
scale, especially at higher-cost schools.
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MR. TOIV: We have Bruce Reed and Eli Segal to
brief, answer your questions about the proposal the President
announced today.

Bruce is the President's Domestic Policy Advisor.
Eli is the founding CEO of AmeriCorps and currently a board
member. And here they are.

MR. REED: Thank you, Barry. Let me explain how
this interest deferment works. What the President announced on
"Face The Nation" is that we will propose legislation as part of
the higher education reauthorization later this summer to enable
students who agree to do service to essentially defer the
interest on their college loans during that period of service.
The federal government would pay the costs of the interest during
their service. '

This option is already available to a number of
students who have subsidized college loans. We are -- the action
that we are proposing would expand it to students who have
unsubsidized college loans, which is about one-third of the
college loans all together. Our estimate is that this proposal
would cost about $7 million over the five-year budget window and
provide an average benefit of $600 to approximately 12,000
student borrowers who agreed to do service.

Q Those numbers again?

MR. REED: §$7 million, over five years; 12,000
students, average benefit $600. I think that adds up.

And the type -~ the students would be ~-- service
here would be defined as working for a tax exempt organization or
teaching in low income communities.

Any questions?
Q Do they have to work for free to --

MR. REED: No, no. These are generally low income.
But it's a form of --

Q Is there ahy income consideration at all?

MR. REED: Well, a couple different ways to repay
your loans if you should decide to go back to college and go into
a low income service profession. Because of what the President
did in 1993, we now have income contingent loans, which any
student could choose. And if you have an income contingent loan
and you go into a low income service profession, you end up not
paying very much interest anyway because it's a percentage of
your income, and if your income is very low you wouldn't have
much to pay.

MORE



But this particular provision is for unsubsidized
loans. Many of these people would be earning an income, but it's
a very low income. And so the government is essentially stepping
in, recognizing their economic hardship, praying the interest on
their loan for that period. And then they'll repay the loan once
they go into another profession and are earning the money to pay
it back.

Q How long can you defer for? 1Is there a set --
MR. REED: Up to three yvears.

Q And it would be $600 a year?

MR. REED: Yes.

Q Are the employees at the Departments of
Transportation and Defense, who are going to do all this
tutoring, is that during work hours and they'll be paid to take,
like, an hour a week or a month to do it?

MR. REED: Different agencies have different
policies on how mentoring and tutoring and volunteering will work
during the work day. It's basically at the agency's option. I
think the law requires that employees can only do paid service
during the work time if it's related to the mission of the
department. So, for example, the Education Department does allow
employees to go and mentor in schools during the work day. And a
lot of other agencies the employees will -- if they mentor for an
hour during the day, they'll make up that hour over the course of
the work week.

Q Bruce, is the loan program primarily, then, for
students coming from upper middle class families if it's for
those who are getting unsubsidized loans?

MR. REED: Middle class.
Q Middle class families?
MR. REED: Yes.

Q And this is a very different kXind of program
than AmeriCorps's; does this reflect some kind of changing or
evolving philosophy?

MR. REED: O©Oh, not at all. This is, in addition to
our continuing efforts to expand AmeriCcrps, which has given
50,000 young people the chance to earn substantial college
scholarships in return for full-time service. And as I said,
we've taken other measures to make the cost of college -- to make
borrowing for college easier.

This really just closes a loophole in the law, a
difference between subsidized loans and unsubsidized loans, and
the idea was inspired by Reverend Tony Campolo here in
Philadelphia, a minister who wants to encourage service and
brought this general idea to the President's attention earlier in

the year.

Q Wwhy so few opportunities? Twelve thousand over
three years is not very many.

MR. REED: That's just our estimate of the number of
people who would go into service. It could turn out to be higher
if there's a greater response.

Q Could you explain, Bruce, what the President
was referring to in the interview when he talked about -- he
indicated that these would be people supported by their religious
congregations in some way?

MORE



MR. REED: I think that -- I may have to get back to
you on the specifics of what Reverend Campolo intends to do.

Q I'm talking about the President's comments in
the interview that he did.

MR. REED: In the "Face The Nation" interview. He
was talking about Campolo. But in general, these are students
who would be doing service with tax- -exempt, nonprofit
organizations. It could be religious organizations, it could be
teaching in low-income as I said, and if they're making a salary,
it would be provided by the organization they work for.

Q Bruce, let me just get this straight. So the
government would pay the interest, correct?

MR. REED: Yes,.

Q For the student loan?

MR. REED: Yes.

Q You say for up to three years?

MR.‘REED: Yes.

Q And --

MR. REED: Because this is a loan deferment, so it's
not paying down the principal on the loan, it's just payving the
interest over the period while the loan is being -- while

repayment of the loan is being deferred.

Q Secondly, the other question, which I can't
remember right now. 1I'll get back to you =-=-

Q How is he proposing this, exactly? This is
going up in what form to Congress? Or is this part of the budget
process?

MR. REED: This summer we will propose
reauthorlzatlon of the Higher Education Act, and it will include
a provision on this, so this is something that would impact with
the FY '99 budget.

Q And do you have any support in Congress for
this already, Bruce?

MR. REED: No, just proposing this idea, and the
legislation would go forward sometime in early summer.

Q Do you think you have any support in Congress
for this kind of legislation?

MR. REED: I can't say for sure, but I think this is
the sort of idea that would be relatively noncontroversial and
could attract bipartisan support.

Q On the announcement today about the Department
of Defense and Transportation tutoring, do you have any idea what
the baseline is between how many they tutored in the last four
years?

MR. REED: Do you know?

MS. FORTUNA: No, I don't. I don't have a clean
baseline. They probably do 600,000 at the Navy; I don't know how
many in the Army.

MR. REED: So the incremented Navy is 100,000.

MORE



MS. FORTUNA: One hundred thousand a year. And I
don't know about transportation.

MR. REED: James, you probably have an early
deadline, but what Diane has said was that they already have --
the Defense Department already has a magnificent mentoring and
tutoring program, and I believe that the Navy already mentors
something like 600,000 a year, and they're committing to increase
that to 700,000.

Q This is for full-time volunteering, full-time
community service?

MR. REED: No, The Defense Department or the other
one?

Q No, I'm sorry, I'm back to the other, the
students.

MR. REED: Yes, these would be pecple who are doing
this as a profession.

Q Can you give us any idea for how many more
children will be tutored as a consequence of what the President
said today than were tutored in the last four years, or do we
have any notion for what difference this actually makes?

MR. REED: Well, as I said, it's 100,000 additional
children as a result of what the Navy is doing. I believe that
the Department of Transportation initiative is a completely new
initiative. So --

MS. FORTUNA: It's not only tutoring, it's tutoring,
mentoring, education --

MR. REED: But it involves tutoring, mentoring and
some kind of education efforts as well. I think you'd be safe to
say our hope is that it would help upwards of a million more
children than otherwise would have gotten help.

Q Did those departmental staffers or workers do the
mentoring and tutoring on their own time or on government time?

MR. REED: Well, as I said earlier, agencies have
the option of either giving time off during the work day to go do
this on a paid basis if it's related to the mission of their
department. But in most cases, these are employees who take an
hour during the work day and then make it up elsewhere during the
work week.

Q Bruce, several of the corporations who are
represented here say they've got people who are coordinators for
the companies to help make it easier for employees to know what's
out there as far as community service. Does the White House have
such a thing or is it contemplating it?

MR. REED: For the administration as a whole or just
within the wWhite House?

Q In the White House.

MR. REED: We don't have one now, John.

Q All right. 1Is there any possible -- or a
contemplation of on-site volunteer opportunities? That's another

thing that the corporations were touting.

MR. REED: Well, that is something that works --
something that works very effectively in the private sector. And
some of the agencies may be looking at that -- in other words,
bringing the kids to the sites. We don't have that in mind at

MORE



the White House. They'd have to stand in line a long time at
WAVES.

Q They might be foreigners, in which case they
would take a long time at the gate. (Laughter.)

Q Bruce, can you tell us anything about what else
was happening this afternoon away from the stadium? I mean, were
the other Presidents also out cleaning up trash and painting over
graffiti?

MR. REED: I think everybody had on t-shirts and was
out painting. I don't know which color t-shirts they were
wearing or whether they were using the same color of paint, but
all the principals were taking part in the effort.

MR. TOIV: Any AmeriCorps questions? Any related
for El1li?

Q Did you talk -- I just walked in, I'm sorry. Did
you talk about what dollar figure on average we're talking about
these kids saving if they volunteer for a year?

MR. REED: As a result of the President's income =--
loan deferment proposal, it's an average benefit of $600.
AmericCorps, which is -- well, Eli can talk about better than I
can, but AmeriCorps gives college scholarships of $4,725 in
return for a yvear of full-time service.

MR. TOIV: TIs that it?

Q I have a question for Eli. 1Is -- the mood of
this summit seems to be very pro-volunteering and kind of not pro
the kind of AmeriCorps service that's paid for and is somewhat
expensive. Do you think that in the end it will be hard on
AmeriCorps -- that Americans will start thinking, well, we have
all these new volunteers. We don't need AmeriCorps anymore?

MR. SEGAL: On the contrary, Elizabeth, I see this
as a logical extension of AmeriCorps. AmeriCorps was built on
several principles. One of them was the idea of public-private
partnerships. Through the life of AmeriCorps -- three years --
we have seen extraordinary commitments in the private sector
already. 1In its first year alone, there's an audited report
which shows more than $40 million committed by the private
sector, usually in the form of cash, to support the AmericCorps
programs in the United States. This kind of ramps it up one
level more, continues to make the case that AmericCorps plavs a
vital role. Certainly, you will see lots of young people in
AmeriCorps here in Philadelphia. They're in lots of the
delegations.

And we believe that all people recognize that
volunteerism -- we're not going to simply celebrate volunteerism
this week, but we have to rely on volunteers more than we have in
the past. And it's unquestionably the case that AmericCorps is
the crucial link or at least one of the crucial links in making
volunteers operate more effectively. We're awfully proud in
AmeriCorps of the fact that for every one AmericCorps who serves,
there are 12 new volunteers. 1It's the reason why some of the
great volunteer organizations, from the American Red Cross to
Habitat for Humanity, are such extraordinary supporters of our
work.

MR. REED: Thank you very much.
THE PRESS: Thank you.

END 4:10 P.M. EDT
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collection,

Current law: The Internal Revenue Service assists the Department with debt collection through
the refund off-sct program. The Department does not obtain debt collection information from
other federal sources. The IRS has refused to share employment information with any federal
agencies in pursuit of defaulters.

Proposcd changes: Secure legislative authority for the Department of Education to gain access to
home address and employment information (specifically, name, address, social security number,
business address, and home and work telephone numbers) on defaulted borrowers from the
Internal Revenue Service, the Department of Labor, the Department of Health and Human
Services, and any other federal government agency that has this information.

Reasons for change: The Department's ability to recover defaulted student Joans is increased
dramatically when the holder has access to home address and personal employment information.
This information is readily available from other federal sources.

30. Provide loan deferments for unsubsidized borrowers who are performing national
service.

Y

Current law: Many people performing national service qualify for deferments of their loans under
the economic hardship deferment in section 428(b)(1)(M)(iii). “Economic hardship” is defined in
section 435(0) on the basis of income and debt to income ratio. During periods of economic
hardship, interest is not paid by the borrower on subsidized loans, but interest continues to accrue
on unsubsidized loans. ’

Proposed change: Amend section 428(b)(1)(M)(iii) to provide that interest will not accrue on
unsubsidized loans that are in deferment for economic hardship if the borrower is performing
community service. To be performing “community service”, the borrower must be working in a
position that is carried out by a state, a subdivision of a state, a local government, an Indian tribe,
a public or private nonprofit organization, or a federal agency. Additionally, the service must
address an unmet human, educational, environmental, or public safety need through services that
provide a direct benefit to the community in which the service is performed. Examples of service
which would be eligible include such fields as health care, child care, literacy training, education,
welfare, social services, transportation, housing and neighborhood improvement, public safety,
crime prevention and control, recreation, rural development, and community improvements.
Participants receiving tuition assistance or loan forgiveness under the National and Community
Services Act of 1990 (42 USC 12577, et. seq.) are eligible for this deferment, as arc VISTA
volunteers under Title 1 of the Domestic Volunteer Service Act of 1973 (42 USC 4951 et. seq.).

Individuals who work for the following types of organizations are not eligible for this deferment:
businesses organized for profit, labor unions, partisan political organizations, and organizations

15
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engaged in religious activities (unless such service does not involve conducting worship services,
providing instruction as part of a program that includes mandatory religious education. or worship,
the construction, operation or maintenance of facilities devoted to religious instruction or
worship, or any form of proselytization).

Reason for change: President Clinton supports and cncourages service and mutual responsibility
nationwide. This proposal would allow young people with college loans to take up to three years
10 serve their communities without accruing additional interest on their loans. This proposal is
part of the Presidcent’s call to action to all Americans to serve their communities.

16
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365 1t 185 HIGHER EDUCATION ACT UF 1365 sec. 435
’fl.ded In paragraph (2) study leading to a degree or certificate at an eligible institution
or any fisc year ipn on at least a half-time basis (as determined by the institution)
tudents at the instity. and ceased to be in a period of forbearance based on such en-
section 428, 428A, or rollment. Each eligible lender of a loan made under section
istitution, the percent- 428A (or a loan made under section 428C a portion of which
s who enter repayment is used to repay a loan made under section 428A) shall provide
an made under section the guaranty agency with the information necessary to deter-
18) received for attend. mine when the loan entered repayment for purposes of this
2ar who default before subsection, and the guaranty agency shall provide such infor-
Secretary shall require mation to the Secretary.
‘ured loans for current (3) REGULATIONS TO PREVENT EVASIONS.—The Secretary:
‘ord such institutjon a shall prescribe regulations designed to prevent an institution
he $ecretmg) to review from evading the application to that institution of a default
squired to be provided rate determination under this subsection through the use of
Cﬁ for the purposes of such measures as branching, consolidation, change of owner-
< nstitution, prior to ship or control, or any similar device.
(4) COLLECTION AND REPORTING OF COHORT DEFAULT
udents who default be- RATES.—A) The Secretary shall collect data from all insurers
secretary shall include under this part and shall publish not less often than once
« guaranty agency has every fiscal year a report showing default data for each cat-
lering appeals with re- egory of institution, including (i) 4-year public institutions, (ii)
o subsection (a)(3), ex- 4-year private institutions, (iii) 2-year public institutions, (iv)
servicing or collection, 2-year private institutions, (v) 4-year proprietary institutions,
: submitted in support (vi) 2-year proprietary institutions, and (vii) less than 2-year
Secretary, result in an proprietary institutions. .
£ such cohort default (B) The Secretary may designate such additional
subcategories within the categories specified in subparagraph
>t than 30 of the insti- (A) as the Secretary deems appropriate.
enter repayment, the (C) The Sccretary shall publish not less often than once
areentage of such cur- every fiscal year a report showing default data for each institu-
,i repayment on such tion for which a cohort default rate is calculated under this
‘e under gection 428C /--mbsect;qr_l__ [ — e T
any of the three most : (o)} EcoNOMIC HARDSHIP.—
2 end of the fiscal year (1) IN GENERAL.—For purposes of this part and part E, a
2 they entered repay- : borrower shall be considered to have an economic hardship if— :
B (A) such borrower is working full-time and is earning
of a student who has an amount which does not exceed the greater of— _ ‘
ae school, the student i (i) the minimum wage rate described in section 6
at or default) is attrib- ‘ of the Fair Labor Standards Act of 1938; or |
which the student re- . (ii) an amount equal to 100 percent of the povert [
the fiscal year. ; line for a family of 2 as determined in accordance wi ;
ide by the school, such : section 673(2) of the Community Service Block Grant /
ee, or any other entity i Act; ] /
. in order to avoid de- | (B) such borrower is working full-time and has a Fed- {
n default for purposes ' i eral educational debt burden that equals or exceeds 20 !
\ percent of such borrower’s adjusted gross income, and the H
Jditated before the end ‘~\ difference between such borrower’s adjusted gross income
jered as in default for i minus such burden is less than 220 percent of the greater
{ of—
on, a loan made in ac- \ (i) the annual earnings of an individual earning
tion of a loan made the minimum wage under section 6 of the Fair Labor
& a loan made under Standards Act of 1938; or

Tolled 1o a e nth W
wrolled in a course of ! Subgects (0 of P.L. 102325, See footnete L on page 163,

wl-u3s - 9> - 7
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(i) the income official poverty line (as defined by
the Office of Management and Budget, and revised an.'

Elg) of twol;> or ..

i _ (C) such borrower meets such other criteria as are es-
!- tablished by the Secretary by regulation _in accordance
| with paragraph (2).

; (2) CONSIDERATIONS.—In establishing criteria for purposes
! of pa.ragragh (1XC), the Secretary shall consider the borrower’s
: Income and debt-to-income ratio as primary factors.

(20 U.S.C. 1085)

SEC. 436. DI(S;TRICT OF COLUMBIA STUDENT LOAN INSURANCE PRO-

(a) AUTHORITY.—The guvernment of the District of Columbia is
authorized (1) to establish a student loan insurance program which
meets the requirements of this part for a State loan insurance pro-
gram in order to enter into agreements with the Secretary for the
purposes of this title, (2) to enter into such agreements with the
Secretary, (3) to use amounts appropriated for the purposes of this
section to establish a fund for such purposes and for expenses in
connection therewith, and (4) to accept and use donations for the
purposes of this section.

. (b) BNDING EFFECT ON MmNORs.—Notwithstanding the provi-
sions of any applicable law, if the borrower, on any loan insured
under the program established pursuant to this section, is a minor,
any otherwise valid vote or other written agreement executed by
him for the purposes of such loan shall create a binding obligation.

() APPROPRIATIONS AUTHORIZED.—There are authorized to be
appropriated such amounts as may be necessary for the purposes
of this section. : : '

(20 US.C. 1086)

SEC. 437. REPAYMENT BY THE SECRETARY OF 1.OANS OF BANERUPT
BovaED: IR DIABLED BORROWERS: TREATMENT OF

00LS OR
CERTIFIED AS ELIGIBLE TO BORROW. FALSELY

(a) REPAYMENT IN FULL FOR DEATH AND DIsaBILITY.—If a stu-
dent borrower wl}o has received a loan described in subparagraph
(A) or (B) of section 428(a)(1) dies or becomes permanently and to-
tally disabled (as determined in accordance with regulations of the
Secretary), then the Secretary ghall discha.tge the borrower’s liabil-
ity on the loan by repaying the amount owed on the loan.

(b) PAYMENT OF CLAIMS ON LOANS IN BANKRUPTCY.—The Sec-
retary shall pay to the holder of a loan described in section
428(aX1) (A) or (B), 428A, 428B, 428C, or 428H, the amount of the
unpaid b(s;l)ancﬁ of gl?n{;?al and iﬁnlter?_st owed on such loan—

when the Dorrower files for relief under ch
13 of title 11, United States Code; apter 12 or
(2) when the borrower who has filed for relief under chap-
ter 7 or 11 of such title commences an action for a determina-

tion of dischargeability under section 523(aX8XB) of such title;
or

187
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HIGHER

; nua.l}y in aceordance with section 673(2) of the Com-§
munity Services Block Grant Act) applicable to a fam. |

(3) for loans deser
when the borrower file:
title.

(¢) DISCHARGE —

(1) IN GENERAL.—]
January 1, 1988, a lo:
this part and the stud
b a parent borrow
in which such student
stitution or if such str

art was falsely certifi
cretary shall discha
(including interest and
owed on the loan and
available to sueh barror
ates and principals or
financial responsibility

(2) ASSIGN’MENT.—ﬂ
charged pursuant to
assigned to the United
the amount discharged
and principals.

3) ELIGIBILITY FO:
of a student’s attendan:
was unable to complet:
the Esﬁtutgm 8 no
i e student’s perio
llffder this title.

(4) SPECIAL RULE.-
charged pursuant to t
from receiving additio
under this title for whi

ible (but for the defau
i ed under this :
loans under section 46¢

(5) REPORTING.—T
reaus with respect to I
ant to this subsection.
(d) REPAYMENT OF Loa

behalf a parent has receive

then the Secre

shall d

loan by repaying the amour
(20 U.S.C. 1087)
SEC. 437A. DEBT MANAGEME

- (a) PROGRAM AUTHOR!

tional debt management op
extent of funds appropriate

(1) to acquire fron
under this part (other
to be at high risk of d
Secretary for an altern

(2) to offer such b
ment options, which m
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need not
the Secretary, during any period—

gram will not be denied any student who is eligible for in.
terest benefits under subsection (a) (1) and (2);

under the program for a loan for any year of study at an
eligible institution:

State program is aduu‘nistere_d by a sing ,
by one or more nonprofit pnivate institutions or organiza-
tions under supervision of a single State agency;

rower—
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HIGHER EDUCATION ACT 0F 1385 Sec. 428

(I) provides that the benefits of the loan insurance pro-

(J) provides that a

(K) in the case of a

State program, Frovides that such
e State agency, or

(L) provides that the total of the Payments by a bor-

() during any year of any repayment period with
respect to the aggregate amount o{r:ll loans to that
borrower which are insured under this
unless the borrower and the lender otgermse agree,
be less than $600 or the balance of 21l such loans (to-
Fether with interest thereon), whichever amount is
ess (but in no instance less than the amount of inter.
est due and payable); and
(i) for a monthly or other similar payment period
with respect to the aggregate of all loans held by the
lender may, when the amount of a monthly or other
similar payment is not a multiple of $5, be rounded to
the next highest whole doliar amount that is a mul-
tiple of $5;
(M) %rOVides that periodic installments of principal
e paid, but interest shall acerue and be paid by

(i) during which the borrower—
(I} is pursuing at least a half-time course of
study as d?stennined by an eligible institution; or
(I1) is pursuing a course o study pursuant to
a graduate fellowship program approved by the
Secretary, or pursuant to a rehabilitation traini
rogram for disabled individualg approved by the
ecretary,
except that no borrower shall be eligible for a
deferment under this clause, or loan made under this
part (other than a loan made under 428B or 428C),
while serving in a medical internship or residency pro-
gram;
(ii) not in excess of 3 years during which the bor-

rower is seeking and unable to find full-time employ-
.ment; or . -

s " (iii) not in excess of 3 years for any reason which -7
' the lender determines, in accordance with regulations

. prescribed by the Secretary under section 435(0), has

\  caused or will cause the borrower to have an economic {
{__hardship: _ —_—

“(N) provides that

funds borrowed by a student—

() are disbursed to the institution by check or
other means that is payable to, and requires the en-
dorsement or other certification by, such student: or




