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MEMORANDUM

TO:

FROM;

DATE;

RE:

Diana Fortiina

Larry R. Slagle, Chief Executive 

Friday, August 15, 1997 

Student Loan Deferments

EAPE
Kingdomworks

Tony Campolo. Prealdent

Diana,

Thank you so much for calling back today. 1 am so grateful for yoiu- 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.

Sincerely,

n
Lan^ S agle

EVANGELICAL 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.O. BOX 59001
PANAMA CITY FL 32<il2-9001

610 341-4372 P . 02

(«88) 272-5593

JANELLE L JOHNSON 
6309 SHERWOOD RD 
PHILADELPHIA

Af f.oUNT .'ji.MbtR. 979-13-8759- 1

PA 19151-2635

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. Ask an authorized official to complete Section 2. (See Section 3 
for a list of officials.) It is very important that this 
official fill in tha exact datas (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 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 you.

Customer Service

Enclosure; PUB Deferment Form

Attention Internet Users!

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

PHONE (888) 272-SS13 fax (80u) 382-.WOJ TOD/TTV (888)833-7562 24 HRS.7 days

A T n ( > . 9 C 15 ■



rSection 3-P«fiwi(ien8/EHeib<ltty Criteria for Public Setvic» Dcfennent Request T

Definition*

■ A determent is 3 period during whicn I am entitled to postpone repayment of the principal balance of my loan. The Federal government pays the interest 
that accrues during an eligible deferment for all subsidized Federal Stafford loans and for Federal Consolidation loans for which the application was 
received by the lender (1) on or after 1./1,r93 but before 8/10/93, or (2) after 8/10/93 if it includes only Federal Stafford loans that were eligible tor 
Federal inteiest subsidy. I am responsible for the interest that accrues during this period on all other Federal Family Education Loan Program loans.

■ Capitalization is a process whereoy a lender adds unpaid interest to the principal balance of a loan.

Eligibility Criteria
To defer (postpone) repayment of my loans while I am:

■ Or active duty in the ARMED FORCES of the United States (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83, 
Maximum eligibility is three years. TT.is is a combined limit with Public Health Service and NOAA deferments.)
To qualify, I must:
(1) be on active duty m the Army. Navy, Air Force, Marine Corps or Coast Guard, and
(2) pr.av:de my lanrler/scrvicer with copies of my militar'y idontibcotior. and orders or have my commanding or personnel officer certify Section 2 on tbs 

preceding page.
Note: Borrowers enlisted m a reserve component of the Armed Forces or the National Guard (while on active duty status m the Army or Air Force 
Reserves) may qualify for this deferment only it:
(1) serving full (ime for a period expected to last at least one year, or
(2) serving under an order for national mobilization,

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

■ On active duty m the NOAA (National Oceanic Atmospheric Administration) (For Federal Stafford and SLS loan borrowers whose first loans were 
made on or after 7/1/87. Maximum eligibility is three years. This is a combined limit with Armed Forces and Public Health Service deferments.)

• Serving m the PEACE CORPS (For Federal Stafford and SLS loan barowers and Federal PLUS loans made before 8/15/83. Maximum eligibility is three 
years.)
To qualify, I must have agreed to serve for a period of at least one year,

■ A fulNime paid volunteer in the ACTION Programs (For Federal Staffad and SLS loan barowers and Federal PLUS loans made befae 8/15/83.
Maximum eligibility is three years.)
To qualify, I must have agreed to serve tor a period ot at least one year.

■ A full-time paid volunteer fa a TAX-EXEMPT ORGANIZATION (For Federal Staffad and SLS loan borrowers and Federal PLUS loans made befae 
8/15/83. Maxtmum eligibility is three years.)
Toqtaflir.lTnust .
(1) be serving full-time m a tax-exempt organization, as defined in Section 501 (c)(3) of the Internal Revenue Code of 1986.
(2) assist low income people and their communities in eliminating poverty and poverty-related human, social, and environmental conditions;
(3) not earn more than the Federal minimum wage;

r,. .. ........... .........................

Authorized certifying Officials
■ Commanding a Personnel Officer ('Armedforces Oeferme/Tfj

UNwwlinai iiitaugauiiluB luj pwutniuJu
(5) have agreed to serve ta a period of at least one year.

Authaized Official of the US Public Health Service (Pi/Wc Health Service Deferment) 
Authaized Official of the NOAA Caps (NOAA Deferment)
Authaized Official of the Peace Caps (Peace Corps Deferment)
Authorized Official of the ACTION Program (ACTION Program Deferment)
Authonzed Official of the Volunteer Program (Tax-Exempt Organization Deferment)

Section 4—Lender/Setvieer Infomation

Name of Lender/Servicer LOAN SERVICING CENTER 

A(1rirP.s<; P.O. BOX 59001____________________

For Lender Use Only;

City. State, Zip PANAMA city 32412-9001

Telephone Number (888) 272-5543

RMO I7.DRS0
EO * d ZZ£i7-Tl7E OT9

Rev 3/11/94 
4791M7591 ^L u LUi OLodujco dl7T:Zt Z.6-ST-Dnv
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MEMORANDUM

TO:

FROM;

DATE;

RE:

Diana Fortuna

Lairy R. Slagle, Chief Executive 

Friday, August 15, 1997

Student Loan Deferments

EAPE
Kingdomworks

Tony Campolo. President

Diana,

Thank you so much for calling back today. 1 am so grateful for yoiu 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.

Smiferely,
W

Lai^ S agle

EVANGELICAL 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.O. BOX 59001
PANAMA CITY FL 32412-9001

(888) 272-5543

JANELLE L JOHNSON 
6309 SHERWOOD RD 
PHILADELPHIA

A'XOUNT N1 MBtR: 479-13-6759-1

PA 19151-2635

Dear JANELLE L JOHNSON, 06/09/97

In response to your request to postpone your education loan payments, 
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.

2.

3.

4.

Read the eligibility criteria in Section 3.

Check the appropriate box in Section 1.

Sign and date Section 1.

Ask an authorized official to complete Section 2. (See Section 3 
for a list of officials.) It is very important that this 
official fill in the 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 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 you.

Customer Service

Enclosure; PUB Deferment Form

Attention Internet Users!

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

PHONE (8S8) 272-5543 fax (SOU) 3X2-MC)a TOD/TTV (8S«) *33-7562 24 HR5.7 DAYS

a-5 A I ^ t £ o .



rSfiCtfon 3~04fini(ieiis/Efigfbility Criteria for Public Sorvico Doferment Request

Definitions

■ A deferment is a oeriod during which I am entitled to postpone repayment of the principal balance of my loan. The Federal governmenf pays the interest 
that accrues during an eligible deferment tor all subsidized Federal Stafford loans and for Fedeial Consolidation loans for which the application was 
received by the lender (1) on or after 1/1/93 but before 8'10/93. or (2) after 8/10/93 if it includes «t/y Federal Stafford loans that were eligible tor 
Federal mteiest subsidy. I am responsible for the interest that accrues during this period on all other Federal Family Education Loan Program loans.

■ Capitalization is a process whereOy a lender adds unpaid interest to the principal balance of a loan.

Eligibility Criteria
To defer (postpone) repayment of my loans while I am;

■ On active duty in the ARMED FORCES of the United Stares i For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83, 
Ma»mum eligibility 'S three years. This is a combined limit with Public Health Service and NOAjA deferments.)
To Qualify, I must:
(1) be on active duty m the Army, Navy, Air Force, Marine Corps or Coast Guard, and
(2) pr.nv:de my lonrier/scrvicer with copies of my milifon/ idcnti'icotion end orders c: have my commanding or personnel officer certify Section 2 on the 

preceding page.
Note: Borrowers enlisted in a reserve cotnponent of the Armed Forces or the National Guard (while on active duty status m the Army or Air Force 
Reserves) may qualify for this determent only if:

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

■ Serving full time as an officer m the Commissioned Corps of the PUBLIC HEALTH SERVICE (For Federal Stafford and SLS loan borrowers and Federal 
Plus loans made before 8/1 b/83. Maximum eligibility is three years. This is a combined limit with Armed Forces and NOAA determents.)

■ On active duty m the NOAA (National Oceanic Atmospheric Administration) (For Federal Stafford and SLS loan borrowers whose first loans were 
made on or after 7/1/87. Maximum eligibility is three years. This is a combined limit with Armed Forces and Public Health Service deferments.)

■ Serving m tne 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, I must have agreed to serve for a period of at least one year,

■ A full-time paid volunteer in the ACTION Programs (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 8/15/83. 
Maximum eligibility is three years.)
To qualify, I must have agreed to serve tor a period of at least one year.

■ A full-time paid volunteer for a TAX-EXEMPT ORGANIZATION (For Federal Stafford and SLS loan borrowers and Federal PLUS loans made before 
,8/15/83. Maximum eligibiliry is three years.)
To qBtiB|r ,l mu«: .
(1) be serving full-time m a tax-exempt organization, as defined in Section 501 (c)(3) of the Internal Revenue Code of 1986;
(2) assist low income people and their communities in eliminating poverty and poverty-related human, social, and environmental conditions:
(3) not earn miore than the Federal minimum wage,

r(4) IITOVUXIIiKuw 11mu«mmmmpwu<iwi tiuuBi.anti
(5) have agreed to serve tor a period of at least one year.

Authoriz*d Certifying OHiciais
a Commanding or Personnel Officer (Armed forces Deferment) 
m Authorized Official of the US Public Health Service (Public Health Service Deferment) 
m 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- Londer/Servieor Information

Name of Lender/Servicer LOAN SERVICING CENTER 

Address P-O- BOX 59001_________________________

For Lender Use Only;

City, State, Zip PANAMA CITY 32412-9001

Telephone Number (888) 272-5543

R510 I7.DRS0
eo • <d 2Z.ei7-Tt'e OT9

Rsv 3A1/94 
4791167591
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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 eligible to
have the Federal government pay all interest on their Federal student loans
for that period. X 5 ^ ^

Pricing Assumptions

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

2. Historically, in 2- and 4*yr. institutions, 7% of both subsidized and unsubsidized
borrowers entering repayment request a deferment. 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 the portion of their loans that are unsubsidized) 
would cost $7 milion over five years. This estimate does not include any inducement 
effect of the added Federal subsidy.

4. Studies of somewhat analogous loan forgiveness programs suggest that there is no
significant inducement effect 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 service, then the five year costs would be $14 million.
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UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF POSTSECOND/UO’ 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
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David Bergeron Daniel Madzelan
Unit Chief Unit Chief

Allen Cissell (On Detail) Steve Caner
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 Economis c

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

Heather Moore
Program Analyst
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Gross Income 
Monthly Annual 

Minimum wage $ 823.33 $ 9,880
Poverty level, family of 2 884.17 10,610

Monthly student loan payment per $1,000 borrowed 
(equal monthly payments, 8.25% interest rate)

Monthly payments at 8.25% interest.

Repayment Period 
10 years 15 years

10 years 
15 years

$ 12.27 $ 9.70

Loan Amounts
$ 12,500 $ 13,700 $ 15,000

153.38 168.10 184.05
121.25 132.89 145.50

Example for the average borrower:

Monthly payment, $13,700 at 8.25% interest. 
Monthly income, poverty level, family of 2 
Maximum Income for "economic hardship"

Monthly
Annual

$ 168.10 
884.17

$ 1,052
$ 12,627

The average debt for a recent college graduate who borrowed federal loans is $13,700.
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Income Contfnoent Repayment Plan 
Sample First-Year Monthly Repayment Amounts for a Single Borrower at Various Income and Debt Levels
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Gross Income
,,. . Monthly Annual
Minimum wage $ 823.33 $ 9,880
Poverty level, family of 2 884.17 10 610

Monthly student loan payment per $1,000 borrc 
(equal monthly payments, 8.25% interest rate)

Monthly payments at 8.25% interest.

10 years 
15 years

Example for the average borrower:

Monthly payment, $13,700 at 8.25% interest. 
Monthly income, poverty level, family of 2 
Maximum Income for "economic hardship"

Monthly
Annual

r./ /

7

Repayment Period

5d
10 years 15 years

$ 12.27 $ 9.70

Loan Amounts
$ 12,500 $ 13,700 $ 15,000

153.38 168,10 184.05
121.25 132.89 145.50

7

W\

$ 168.10 
884.17

$ 1,052
$ 12,627

The average debt for a recent college graduate who borrowed federal loansT^
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Gross Income
. . Monthly Annual
Minimum wage $ 823.33 $ 9 880
Poverty level, family of 2 884.17 i o,610

(equal monthly payments. 8.25% interest rate) 

Monthly payments at 8.25% interest.

10 years 
15 years

Example for the average borrower:

Monthly payment, $13,700 at 8.25% interest. 
Monthly income, poverty level, family of 2 
Maximum Income for "economic hardship"

Monthly
Annual

Repayment Period

;d
10 years 15 years

$ 12.27 $ 9.70

$ 12,500 
153.38 
121.25

Loan Amounts 
$ 13,700 $

168.10 
132.89

15,000
184.05
145.50

$ 168.10 
884.17

$ 1,052
$ 12,627

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

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. I'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.

Sincerely,

BC/LIJ/RLM/RSM/RLM/JAD/JAD/emu-lynn-lynn-j fc-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 -EoxCuiia.,/ 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 BUI Clinton 
The White House 
West Wing
Washington, DC 20300-2000 

Dear Mr. President:

ig]e02

/+■

'yV F&i ijj ph5;38

Please accept my gratitude far the incredible opportunity that you provided for me when you 
asked me to 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 only with you. but with 
milUcms of Americans who participated in that special service via television.

/ also wanted to strongly commend you for calling tl$e Summit On Voluntarism Needless to say. 
you not only have my support but the support of Americans all across the nation. The response 
everywhere 1 go is a response of enthusiasm. The outpouring of commitments to heed your call 
for public service is truly amazing. I am convinced that the initiative for calling this confirence 
came from a power that is even higher than the White House.

I met with Harris Wofford this past Sunday evening to discuss ways in which the religious and 
educational sectors of America could optimize this opportunity to challenge their people to serve 
the poor and the needy. Harris was especially enthusiastic about a new coalition of 
organizations which J have helped to call together with tfte expressed purpose of getting college 
students to serve poor urban neighborhoods through church-based programs. This ccutlition 
includes the following organizations:

1. Iniervarsity Christian Fellowship
2. The National Association of Evangelicals
3. The Coalition fio’ Christian Colleges and Vniversitie.<i
3. The African-American Ten Point Coalition
4. The Hispartic Clergy
5. The Youth Ministries of Mainline Denominations
6. Compassion International

We will be asking college-aged men and women to take off school for a year in order to serve 
in church-hosed ministries in urban neighborhoods. We expect to recruit as many as ton 
thousand young people who would be witling to take off p year either between their sophomore 
and Junior years of education or following graduation. We have already secured sufficient 
financial resources to make this program a success. The re.^onse to the invitation to serve gives 
us certainty that the human resources to make this program a success will he available.

Our plan is to put together teams of five colle^ans and place them in urban churches where they 
will do door to door visitation. They will speak to and listen to community people, initiate after- 
scltool programs for tutoring and for cultural enrichment arui work in neighborhood public 
schools as volunteers. One of their primary commitments will be to get parents involved in the 
education of their children. The name of this movement is called Mission Year.

EASTE8N COLLEGE ■ 10 Fairview DWvc ■ Savu Davids. Pennsylvama 19087.3S96 ■ Telephone 610-341-5800
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Presuknt Clinton 
Page 2

s,cppmgih.ir .ducasian in order lo rohodeer.
W ^ onr present system. Most of them would not be m opossum to don
^witharn^.wUsshwmhethecose. Is there someddng Mjmt csm dof Osn
legislation he initiated that could make the needed deferments a posahihty.

On a more spiritual note. I came across a couple of prayers written^ George EUot. As J read 

them. J thought that these would be prayers that would be meaningful to you,

AT HIS FEET

As soon as we lay oursehes entirely at His feet, we have enough light 
given us to guide our awn steps; as the foot-soldier, who hears nothn^ of 
the councils that determine the course of the great battle he is m, hears 
plainly enough the word of command which he must himself obey.

ARTVER
)

You are seeking some good other than the law you are bound to obey. But 
haw will you find good? It is not a thing of choice; it is a river t^t flaws 
from the foot of the Invisible Throne, and flows by the path of obedience 
I say again, meat cannot choose his duties. You may choose to forsake 
your duties, and choose not to have the sorrow 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 must know that people all across America are praying 
in these difficult days: But t want to remind vow of th^ mo^l imporianj nsppnsihiUry 
hwro, nc ihth President, and that is to nrav far all of us. Petrie in leadership must not mfy « . 
^ for those ih^Zy le^Zd a^cts those to whom He gives
^^^rwham that authority is exercised. Pray for us Mr. President even as we pray for

you.

Your Mend.

TC:dmor iAIjM-

-V

tu /



CLINTON ADMINISTRATION ACCOMPLISHMENTS ON SERVICE

“I want to establish a system of voluntary national service for all Americans. In a 
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, we ’ll 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.
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■SsiHusi iSsi j-
Record Type: Record

oJ^
To: Robert M. Shireman/OPD/Ei
cc: Patricia A. Smith/OMB/EOP
Subject: Re: I'm all confused g|

. YY^

It's my understanding from Pat that the specific "service" deferment that used to be in statute an^3^^ 

regulations no longer exists. But the current "economic hardship" deferment covers students getting 
subsidized loans that take a year off to do service (assuming those doing "service" get no or very little 
incorne). ^

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 sh^^% oTthos^ndividuals that request a deferment do so 
for "service-related" reasons. -------------- —^

I faxed Maureen the one page sheet we gave Diana, that includes the info William gave us. It would be 
good if Maureen could take a hard look to see if she agrees with William's assumptions (his cost estimate 
seems quite low).
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■iv Mtdini; a new pjira. 
■ ly 1, 1SB|> or after the 
:i riquiremtnt!: con- 
iinve been approvefl by 
ei^riKriit ami Cuduet 
iiocumenr. announcine
: be publlshert In the 
■r llic eonvenl<^ne» e[ 

■•.li U’xt is set forth

iirrower IS entitled in 
.■:it payments of prln- 
: authorized periods 
the repayment period, 
;b) of this section, 
on of a deferment au. 

■■pli 10) of this sceiion, 
;uie to receive a spe- 
: that is limited to a 
me only if the total 
the borrower has re­
does not exceed the 
■ii allowed for the

: arc jointly liable for 
loan or a Consolida- 

>11 qrani a request for 
:'.iuala simultaneously 
'U' this section for re- 
:>-reiil deferinenta.

; in a medical Intern- 
o.<ccpt for an intern- 
'.hibited from rccolv- 
nment on ,a Stafford, 
in.in under paragraph

t-:>Tou;(;r.s on ot aflC

.rrower who receives 
first di.sbursed on or 
entitled to receive 

ii'Aphs (s)(2) through 
' purposes Of this sec- 

>■< an individual who 
■'ipai or interest bal- 
im loan as of .July i-

>■• she obtains a loan 
; This term also In- 
■ obtains a Federal 
:■ after .July 1. 1933 If 

outstanding FFEb 
Con.'iolldar.ion Loan

at for at least half-
\:i eligible borrower \

on. of Postsocondory Educ.. Education

study in accordance wiin the rules pre 
..-nb.'d Id 5u»i2.310(e). except thnt the bor 

r..,»-or is not ruQulred to obtain a Stafford or 
si S loan for i-he period of enrollment cov- 
i-ivd by the delerment.

■J) (/rdrf.tdie IcllOWsMp d(:fc~’neril. .an slit:i- 
..l'(. -.itMTower if entitled to a graduate lellow.

>l-.'n-rmciit in accordance with the rules 
'i.p'scritwd in<)6E2.210(d>.

,4) U, luibiluatir»] trai’iing frixjram diferTnenl.
VI .'liuible borrower is entitled to a rehabili- 
^sition training program deferment In ae- 
,'i„'dii;ice '*'lth the rules prescribed in
56f,2.210ie'.

;5> L‘nanploi/me>i: deferment. An eligible 
borrower is entitled to an uncmploymenr 
deferment in accordance with the rules pre­
scribed in 5682.210(hl for periods that, collec- 
'^t-ly, flo not exceed 3 years.
.<i6i fIroTiotnic hardship dejerment. An eligible 
tiorrower 1? entitled to an economic hardship 
''deferment for periAdS ot up to one year at a 
time tnat. collectively, do not exceed :> 
years, if the borrower provides documenta- 
'cloii satisfactory to the lender showing that 
the borrower—

(I) Has been granted an economic hardship 
deferment under either the FDSL or Federal 
Pefgins Loan Programs for the period of 
time for which the borrower has requested 
an economic hardship deferment for hlS or 
her FFEL loan;

(111 Is receiving payment under a federal or 
state public assistance program, such as Aid 
to Families with Dependent cmiaren. Sup­
plemental Security Income, Food Stamps, or 
state general public assistance;

(lii) Is working fiill-r.tnie and earning a 
lot'll monthly gross income that does not ex­
ceed the, greater of—

(.A) The minimum wage rale described in 
section 6 of the Fair Labor Standards Act of 
1938; or P2iO^S2' /0 0<r?i/ 

iB) An amount equal to JOb.pi5rcent of the 
poverty lino for a fArrulv of two. Afi- 
mined in accordance “with section 673(2) of 
the Community Service Bloch Grant Actjgji oil

(ivi lii not receiving total monthly gross *«>•*■*** 
income that exceeds twice the amount speci­
fied in paragraph (s>i6Klll) of this section 
and. after deducting an amount equal to the 
borrower's monthly payments on federal 

''postsecondary education loans, as deter­
mined under paragraph (sK6)Cviii) of this sec­
tion. the i-emaining amount ot that inoomo 
docs not exceed the amount spccined in 
paragraph (KX6)(iH) of this section.

(v) For a deferment granted under para­
graph (sKBHiv) of this section, the lender 
Shall require the borrower to submit at least 
the following documentation to qualify for 
an initial period of deferment—

(A) Evidence showing the amount of the 
borrower's most recent total monthly gross 
income, as denned in paragrapn (SM6X1X) of 
this section; and

§682.211

iBi Evidence that would cnablo the lender 
U) detennine the amount of i.he monthly 
payments that would have been owed by the 
boi'row'er during r.ne dcicnllcnt period to 
otiicf entitle.- loi' fodci'ftl po:'.t.:.vcondary edu- 
c.vtion loans In accordance with paragraph 
csHCxviii) of this section.

(vii To qualify for a subsequent period of 
deferment that begins '.ess tna:i one year 
arr.er the end of a pei iod oi dcfcrrr.ent under 
paragraphs (5)(6)(iii' or <iv) of this section, 
the lender sbaM require the borrower to sub­
mit ii copy of the borrower'.- federal income 
lax return if the borrower filed a tax return 
within eight months prior to tne date the 
deferment is requested.

(vlJ) For purposes of paragraph (S)(6)(iil) of 
this section, a borrower is considered to be 
worlting full-time If the borrower is expecteii 
to be employed for at lea.st three consecutive 
m.onths at 30 hours per week.

(vm) In determining a bonvwt-r’s eligi­
bility for an economic hardship deferment 
under paragraph (sn6) of this section, the 
lender Shalt count only the monthly pay­
ment amount lor a proportional sh-art- if the 
payments are due less frequently than 
monthlyl that would have, been owed on a 
federal postsccondary education loan if the 
loan had been scheduled to be repaid in 10 
years from the date the borrower entered re­
payment. regardless of the length of the bor­
rower's actual repayment schedule or the ac­
tual monthly payment amount (if any) that 
would be owed during the period that the 
borrower requested ap economic hardship 
deferment.

(IX) For purposes of paragraph (5)(6) of this 
section, a borrower's total mcncniy gross in­
come. shall be. the gross amount of income re- 
cfivid by the borrower from employment (ei­
ther full-time or part-time) and from other 
sources.
(Authority; 20 U.S.C. 1077. 1078. 1078-1. 1078-2. 
1078-3, 1082, 1085)

Forbearance.

Ca)U) The Secretary encoura,gcs a 
lender to grant forbearance for the ben­
efit of a borrower or endorser in order 
to prevent the borrower or endorser 
from defaulting on the borrower's or 
endorser's repayment obligation, or to 
permit the borrower or endorser to re­
sume honoring that obligation after de­
fault. Forbearance means permitting 
the temporar.v 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-

871 Q t)
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(1) That the borrower is engaged i 
full-time service as an officer in 
Commissioned Corps of the IJ.SPhs * 

\ (2) The date on which the borrower-
\ service began: and
\ (3) The date on which the borrower, 

is expected to end. *
y Ck) ^Qce Corps deferment To qualifv 

a aefermftnt. for service under rhl 
' Peace Corps Act. the borrower ahaii 
Vovide the lender with a statement 
^om an authorized official of th» 
Peace Corps certifying—

(1) That the borrower has agreed to 
serve for a term of at least one year;

(2) The date on which the borrower',
service began; and ®

(3) The date on which the borrower's 
service is expected to end,

(ll full-timr. vnhiKtpfT 
ACTION projgTQms. Tp qualify for a 
deferment as a full-time paid volunteer 
in an ACTION program, the borrower 
shall provide the lender with a state- 
ment from an authorized official of the 
program certifying—

<1) That the borrower has agreed to 
serve for a term of at least one year;

(2) The date on which the borrower's 
service began; and

(3) The date on which the borrower's 
service is expected to enti

(m) Dcfsmmt for fyil-timc-vUzi^teer
servi^foT a tax^erempi organTo 
qualify for a deferment as a fulf-time 
paid volunteer for a tax-exempt organi­
zation. a borrower shall provide the 
lender with a statement from an au­
thorized official of the volunteer pro­
gram certifying- 

(1) That Che borrower—
0) Serves in an organization that has 

obtained an exemption from taxation 
under section 501(cK3) of the Internal 
Revenue Code of 1986;

(ii) Provides service to low-income 
persons and their communities to as­
sist them in eliminating poverty and 
poverty-related human, social, and en­
vironmental conditions: 

iiii) Does not receive compensation 
that exceeds the rate prescribed under 
section 6 of the Fair Labor Standard? 
Act of 1938 (the Federal minimum 
wage), except that the tax-e.xempc or- 
ganiiiation may provide health, retire­
ment. and ocher fringe benefits to the 
volunteer chat are substantially equiv-

866

Qd. of Postsecondary Educ., Education

jlciit to the benefits offered to other 
employees of the organization;

(jv> Does not. a? part of his or her du­
ties, give religious instruction, conduct 
worship services, engage in religious 
nroselyti'zing. or engage in fund raising 
W support rt-ligious activities: and 

(V) Has agreed to serve on a full-time 
tasis for a 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 end._^^-^

(n) Internship or residenc^'deferment.
(1) To qualify for an internship or resi­
dency deferment under paragraphs 
{bK2)(v) or (b)(S)(iii) of this section, the 
borrower .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 that requires the borrower to 
hold at least a baccalaureate degree 
prior to accepranoe into the program:

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

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

(iv) The anticipated dates on w-hich 
the borrower will begin and complete 
the internship or residency program, 
or. in the case of a borrower providing 
the statement described in paragraph 
(n)(2) of this section, the anticipated 
date on which the borrower will begin 
and complete the minimum period of 
participation in the internship pro­
gram that the State requires be com­
pleted before an individual may be cer­
tified for professional 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)(l)(ii) of 
this section to qualify for an internship 
deferment under paragraph (b)C2)(v) of 
this section, the borrower shall provide 
the lender with a statement from an of­

ficial of the appropriate -State 1 
agency certifying that the in- 
or residency program, or a 
thereof, is required to be compi 
fore the borrower may be cert 
professional practice or service 

(o) Parental-leave deferment. 
quality for the pareiu 
deferment described in paragra 
of this section, the borrower st 
vide the lender with—

(5) A statement from an au 
official of a participating sch 
titying 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 l 
certifying that the borrower—

(A) Is pregnant, caring for h 
newborn child, or caring for a i 
mediately following the place 
the child -with the borrower ir 
tion with an adoption;

(B) Is not. and will not be, 
school during the defermen: 
and

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

(iii) A physician's statemc 
onstrating the existence of t 
nancy, a birth certificate, or 
ment from the adoption agenc. 
evidencing a pre-adoption plac 

(2) For purposes of p 
(OHDCliKC) of this section, 
employment involves at least 
of work per week and is exi 
last at least three months.

(p) NOAA deferment. To qua'. 
National Oceanic and Atmospi 
ministration (NOAA) deferm 
borrower shall provide the ler 
a sfAtement from an authorize 
of the NOAA corps, certifying-

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

(2) The date on which the t- 
service began; and

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

(q) Targeted teacher defermei 
qualify for a targeted 
deferment under paragraph (t 
this section, the borrower, 
school year of service for 
deferment is requested, mus 
to the lender-
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HtGHER EDUCATION ACT OF 1965 Sec. 465
(A) 90 percent of the lozm under this part;
(B) the interest due on such loan;
(C) any collection fees due on such loan-

in a lump sum payment. ’
(20 U.S.C. 1087dd) Enacted June 23. 1972, P.L. 92^18 sec 137(b> 86 Stat 97s 

1980. P-L. 96-374, W '

SEC 466 CANCELLATION OP LOANS FOK CEKTAIN
^r. Percentage op Debt Based on Years

The percent specified in paragraph J?n?20^ 1I79® amount of any loan made after
sh^lt hp ® student loan fund assisted under this part
Kv fho K ®ach complete year of service after such date

circumstances described in paragraph (2) canceled under paragraph*^[l) for ser^c^ 
tulhtime teacher for service in an academic year 

u ■ C’’ nonprofit private elementary or secondary school which IS m the school district of a local educatioS 
agency which is eligible in such year for assistance pursuantAct of^lOSl^ Consolidation and ImprCemenJ

^hich for the purpose of this para^aph and 
£ «« been determined by the Secretary^xSsuant

® consultation with thTstete edu-
hf I the school is located) to

11/-^ enrollment of children counted under
of l965^iiS ? ®^®™®ntary and Secondary Education Act 
ShoS^ exceeds 30 percent of the total enrollment of that

(B) as a full-time staff member in a preschool oroaram car-

if ftp 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 ^ 

(l; as a hill-tune special education teacher includinn 
ihe?fn® i^ants, toddlers, children, or youth with disabiJ 
ities m a public or other nonprofit elementary or sccondarv

lies(D) as a member of the Armed Forces of the United States

.it..
Uet'SdS

fi-■■

F.ifc*rdBiK
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vX

Sec. 465
(F) as a full-time law enforcement officer or corrections of­

ficer for^ervice to local. State, or Federal law enforcement or
fSl°Sie teacher of mathematics, science, ford^ 

lamni Ja bilingual education, or any other field of expense 
where ^e State educational agency determines there is a
ahort^erfqug^teach^s; technician providing

heal^^c^a^^,^ employee of a public or 

child or family service agency who «who

M'r rir »!k s^r602txWrl*to^whieh shall ha cancel«l under

pareerei.h W in fn^paia^g W.
(Cl (F) (G), (H), or (I) of paragraph (2), at the rate of 15 per­
cent for the first or second year of such
the tSrd or fourth year of such service, and 30 percent for the 
“*(S)h. aS'c^'3'sSvioe described in subpa^ph (B)

in the case of service described in par^aph (2), not to exceed a total of 50 percent of such 
?t tS rate of 12Mi percent for each year of qualifying service,

?^Sh and 20 parent for the third or fourth year
i?a*pSxbn of a loan is canceled under this subsection for 

any y^ar, Snount of interest on such loan which accrues
for 3^ ]^othing^^i^s subse^on shall be construed to authorize

subUctlan the term
applied to service as a teacher means academic year as defined y

fiSlunount of a loan, and interest on a loan, which is cr­
eeled iSr this section shall not be considered income for purposes

S'r?oStu1g
'“' W ReIMBUMEMENT for CWCE^TION.-The sl^

sSUMl; sl^STe^s

4
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HIGHER EDUCATION ACT OF 1965 Sec. 466
80 canceled which were made from Federal capital contributions to 
ite 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 

(c) Special Rules.—
(1) List.—If the list of schools in which a teacher may per- 

fom sendee pursuant to subsection (aX2XA) is not available 
before May 1 of any year, the Secretary may use the list for 
the year precedu^ 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; and

(B) in a subsequent year fails to meet the require­
ments of such subsection,

may continue to teach in such school and shall be eligible for 
^““^canceUation pursuant to subsection (aXl) such subsequent

(20 U-S.C. 1087ee) Enacted June 23, 1972. P.L. 92-318. sec. 1.370)) 86 Stat 277
sec. 1323, 92 Stat. 2363; amended Octoter 3, 1980, ^L. 96-374, secs. 4420>X6), 448 (d), (e), 1391, 94 Stat 1440 1443 1503-

20, 1993, P.L. 103-208, sec 2(0(12W14). (kX7), (m), 107 Stat. 2471, 2486.
SEC. 466. DISTRIBUTION OF ASSETS FROM STUDENT LOAN FUNDS.

General,—After September 30, 1996, and not later than 
M^ch 31, 1997, there shall be a capital distribution of the balance 
or the smdent loan fimd establlshca under this part by each insti­
tution of higher education as follows;

(1) The Secretary shadl first be paid an amount which 
be^s 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 8 capital contributions to such fund.
stitution ^ remainder of sudi balance shall be paid to the in-

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- 
K “In • amounts received by this institution after Septem- 
oer 30, 1996, in payment of principal and interest on student loans 
made from the student loan fund established pursuant to such 
a^eement (which amoiint shall be determined after deduction of 
^y costs of litigation incurred in coUectioa of the principal or in­
terest on loans from the fund and not already reimbursea from the 
mnd or from such payments of principal or interest), as was deter- 
mmed for the Secretary imder subsection (a).

(c) Distribution of Excess Capital.—<1) Upon a finding by 
the institution or the Secretary prior to October 1, 1997, that the

.....

If;

itffim-r

Immmm
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TAX INCENTIVES TOR EXPANSION OF STUDENT LOAN FORGIVENESS

Current T-aw

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(i) for the forgiveness of certain 
student loans. If the United States, a State or local government, or a public benefit 
corporation with control 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 traimng 
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

The income exclusion for student loan forgiveness would be expanded to coyer 
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 lo^s, 
provided the loan forgiveness is contingent on the student’s working for a certain penod of tinie 
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 WilHam 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.

Trvrr>i d on
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Record Type: Record

To:

cc:

Diana Fortuna/OPD/EOP

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 any 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
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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, paying 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? Is there a set —

MR. REED: Up to three years.

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 kind of program 
than AmeriCorps's; does this reflect some kind of changing or 
evolving philosophy?

MR. REED: Oh, not at all. This is, in addition to
our continuing efforts to expand AmeriCorps, 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 Why so few opportunities? 
three years is not very many.

Twelve thousand over

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
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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 paying 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. i'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
reauthorization 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
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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?

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

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

MR. REED:
this as a profession.

Yes, these would be people who are doing

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: 
mentoring, education —

It's not only tutoring, it's tutoring.

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 White House?

Q In the White House.

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

Q All right. Is 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
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the White House. 
WAVES.

They'd have to stand in line a long time at

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.

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

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. 
AmeriCorps, which is -- well, Eli can talk about better than I 
can, but AmeriCorps gives college scholarships of $4,725 in 
return for a year of full-time service.

MR. TOIV: Is that it?

Q I have a question for Eli. Is -- 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. In 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 AmeriCorps 
programs in the United States. This kind of ramps it up one 
level more, continues to make the case that AmeriCorps plays 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 AmeriCorps 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 AmeriCorps who serves, 
there are 12 new volunteers. It'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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Current law: The Internal Revenue Service assists the Department with debt collection through 
the refund ofF-set program. The Department docs 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.

Proposed 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 loans 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 
.serv'ice.

Current law. Many people performing national service qualify for deferments of their loans under 
the economic hardship deferment in section 428(b)(l)(M)(iii). “Economic hardship” is defined in 
section 435(o) 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)(I)(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 125??, 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
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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 changg: President Clinton supports and encourages service and niutual responsibility 
nationwide. This proposal would allow young people with college loans to take up to three years 
to serve their communities without accruing additional interest on their loans. This proposal is 
part of the President’s call to action to all Ajnericans to serve their communities.
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HIGHER EDUCATION ACT Of 13G5 Sec. 435

study leading to a degree or certificate at an eligible institution 
on at least a half-time basis (as determined by the institution) 
and ceased to be in a period of forbearance based on such en­
rollment. Each eligible lender of a loan made under section 
428A (or a loan made under section 428C a portion of which 
is used to repay a loan made under section 42SA) shall provide 
the guaranty agency with the information necessary to deter­
mine when the loan entered repayment for purooses of this 
subsection, and the guaranty agency shall provide such infor­
mation to the Secretary.

(3) Regulations to prevent evasions.—The Secret^ 
shall prescribe regulations designed to prevent an institution 
from evading the application to that institution of a default 
rate determination under this subsection through the use of 
such measures as brandling, consolidation, change of owner­
ship or control, or any similar device.

(4) Collection and reporting of cohort default 
RATES.—(A) The Secretary shall collect data from all insurers 
under this part and shall publish not less often than once 
every fiscal year a report snowing default data for each cat­
egory of institution, including (i) 4-year public institutions, (ii) 
4-year private institutions, (iii) 2-year public institutions, (iv) 
2-year private institutions, (v) 4-year proprietary institutions, 
(vi) 2-year proprietary institutions, and (vii) less than 2-year 
proprietary institutions.

(B) The Secretary may designate such additional 
subcategories within the categories specified in subparagraph 
(A) as the Secretary deems appropriate.

(C) The Secretary shall publish not less often th^ once 
every fiscal year a rejxirt showing default data for each institu­
tion for which a cohort default rate is calculate<^

'subsection,__________________ -
(o) 1 Economic Hardship.—

(1) In general.—For purposes of this part and part E, a 
borrower shall be considered to have an economic hardship if—

(A) such borrower is working full-time and is earning 
an amount which does not exceed the greater of—

(i) the minimum wage rate described in section 6 
of the Fair Labor Standards Act of 1938; or

(ii) an amount equal to 100 percent of the poverty 
line for a family of 2 as determined in accordance with 
section 673(2) of the Community Service Block Grant 
Act;(B) such borrower is working full-time and has a Fed­

eral educational debt burden that equals or exceeds 20 
percent of such borrower’s adjusted gross income, and the

\ difference between such borrower’s adjusted gross income
\ minus such burden is less than 220 percent of the greater

of—
(i) the annual earnings of an individual earning 

the minimum wage under section 6 of the Fair Labor 
Standards Act of 1938; or

.A I.V of P T. 102-325. See footPoM 1 on Pftgt 163.
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r' * borrower meets such other criteria as are es-
I regulationJn accordance

(2) establishing criteria for purposes
of paragraph (IXC), the Secretary shall consider the borrower's, 
income ana debt-to-mcome ratio as primary factors. /

SEC. 43«. DISTR^ OF COLUMBIA STUDENT LOAN INSURANCE PRO- 
CtKAM.

of Columbia isauthorized (1) to estabhsh a student loan insurance program which 
meets the requirements of this part for a State loan insurance pro­
gram m order to ^ter into agreements with the Secretary for the 
purposes of this title, (2) to enter into such agreements with the 
be^tary, (3) to use amounts appropriated for the purposes of this 
section to establish a fiind for such purposes and for expenses in 
connection therewith, and (4) to accept and use donations for the 
purposes of this section.

(b) Bindino Effect on Minors.—^Notwithstanding the provi­
sion of any applicable law, if the borrower, on any loan insured 
under program established pursuant to this section, is a minor,

Othepase vahd vote or other written agreement executed by 
him for the purposes of such loan shall create a binding obligation

(c) .^^OPRIATIONS Authorized.—There are authorized to be
of t£s*s«^° amounts as may be necessary for the purposes

(20 U.S.C. 1086)
SEC. *S7. RCTAT^NT BY Xm SECRETARY OF LOAN.9 OF BANERUFT, 

P^CEA&BJL OK DISABLED BORROWERS: TREATMENT OF 
BOSBO^raS ATTENDING CLOSED SCHOOLS OR FALSELY 
CERTIFIED AS ELIGIBLE TO BORROW.

(a) Repayment in Full for Death and Disability.—If a stu-
/ A received a loan described in subparagraph
^11 428(a)(1) dies or becomes permanently and to-
tolly msabled (as determined in accordance with regulations of the 
&crct^) then the Secretary shall discharge the borrower’s liabil- 
ity on tt^ loan by repaying the amount owed on the loan.

(b) Pay^nt of Claims on Loans in Bankruptcy.—^The Sec-
a loan described in section 

428(aXl) (A) or (B), 428A, 428B, 428C, or 428H, the amount of the 
unpaid balance of pnnapal and interest owed on such loan—

13 oPtlu:*?!; “
(2) when the ^irower who has filed for relief under chap- 
‘ or 11 of such title commences an action for a determina­

tion of dischargeability under section 523(aX8XB) of such tiUe;
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when the borrower file; 
title.
(c) Discharge.—

(1) In general.—] 
January 1, 1986, a loi 
this part and the stud 
behalf a parent borrov 
in which such student 
stitution or if such sti 
part was falsely certifi 
&cret^ shall dischaj 
(includiixg interest and 
owed on the loan and 
available to auch borro' 
ates and principals or e 
financial responsibility

(2) Assignment.—
charged pursuant to tl 
assigned to the United 
the amount discharged 
and principals.

(S) Eligibiijty fo: 
of a student’s attendant
was unable to complete 
the institution shall no 
ing the student’s perio 
under this title.

(4) Special rule.- 
charg^ pursuant to t 
from receiving additio 
under this title for whi 
^le (but for the defau^ 
discharged under this 
loans under section 46C

(5) Reporting.—T 
reaus with respect to Ic 
ant to this subsection.
(d) Repayment of Loa

behalf a parent has receive 
then the Secretary shall d 
loan by repaying the amoui 

(20 U.S.C. 1087)
SEC. 437A. DEBT MANAGEME
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