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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON ACTION 

June 29, 1976 Last Day: July 3 

THE 

:::~ JIM 

S.J. Res. 203 -Higher Education 
Emergency Technical Provisions 
Act of 1976 

Attached for your consideration is S.J. Res. 203, sponsored 
by Senator Pell. 

The enrolled bill extends for three months, from June 30, 
1976 to September 30, 1976, the authority for the Guaranteed 
Student Loan program; corrects a technical problem created 
in the College Work Study program by the shift to the new 
fiscal year; and exempts institutions from the requirements 
of the Privacy Act of 1974 in their capacity as disbursing 
agents under the Basic Educational Opportunity Grant program. 

A detailed discussion of the provisions of the bill is provided 
in OMB's enrolled bill report at Tab A. 

OMB, Max Friedersdorf, Counsel's Office (Lazarus) and I 
recommend approval of the enrolled bill. 

' 
RECOMMENDATION 

That you sign S.J. Res . 203 at Tab B. 

, 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN 2 6 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Resolution - S.J.Res. 203 - Higher 
Education Emergency Technical Provisions 
Act of 1976 

Sponsor - Sen. Pell (D) R.I. 

Last Day for Action 

July 3, 1976 - Saturday Recommend action before June 30, 
1976 to avoid interruption of 
guaranteed student loan program. 

Purpose 

Extends for 3 months, from June 30, 1976 to September 30, 
1976, the authority for the Guaranteed Student Loan program; 
corrects a technical problem created in the College Work
Study program by the shift to the new fiscal year; and 
exempts institutions from the requirements of the Privacy 
Act of 1974 in their capacity as disbursing agents under 
the Basic Educational Opportunity Grant program. 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Domestic Council Committee on 
Right of Privacy 

Department of the Treasury 

Discussion 

Approval 

Approval 

Approval ("privacy" 
provision) 
No objection 

S.J.Res. 203 would make three changes in education laws 
recommended to the Congress by the Department of Health, 
Education, and Welfare (HEW). 
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Guaranteed Student Loan program. The Higher Education Act 
of 1965 is due to expire on June 30, 1976. While the author
izations for appropriations for most of the programs estab
lished under that Act have been extended through September 30, 
1976, the basic statutory authorities for the Office of 
Education to insure loans and to pay interest subsidies and 
special allowances to lenders under the Guaranteed Student 
Loan program will expire on June 30, 1976, with respect to 
those students who have not received such a loan prior 
to that time. 

S.J.Res. 203 would extend these authorities through September 30, 
1976, by which time it is expected that final action to 
extend the Higher Education Act will have occurred. HEW 
strongly supports this interim measure, noting that even 
a short lapse in the program would have adverse consequences, 
since new loan volume activity is traditionally highest 
at this time of the year. 

College Work-Study program. The Higher Education Act of 
1965 authorizes the Commissioner of Education to reallot 
unused funds awarded to institutions of higher education 
under the College Work-Study program to other institutions 
within the same State. Under the law, such funds remain 
available for reallotment until the close of the fiscal 
year following the year for which they were appropriated. 
A problem has arisen as a result of a provision in the 
Fiscal Year Transition Act {P.L. 94-274) which designates 
the transition quarter as a separate fiscal year for purposes 
of the College Work-Study program. This provision has the 
effect of requiring the Commissioner to make all reallotments 
for the 1976-1977 award period not later than September 30, 
1976. 

HEW reports that because of the many steps which must occur 
in order for institutions to close their books and prepare 
reports, and for HEW to determine the unused amounts and 
make the supplemental awards, the reallocation of these 
funds cannot be completed by September 30, 1976. To over
come this problem, S.J.Res. 203 would amend the law to 
consider the transition quarter as part of fiscal year 1977 
for purposes of the College Work-Study program, thereby 
giving the Department fifteen instead of three months to 
make the reallocations. 
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Basic Educational Opportunity Grant (BEOG) program. The 
final provision of the enrolled resolution would amend 
the BEOG statute to provide that institutions of higher 
education which enter into agreements with HEW to act as 
BEOG disbursing agents will not be deemed to be "contractors 
maintaining a system of records to accomplish a function 
of the Commissioner." The effect of this provision is 
to exempt the institutions from the requirements of the 
Privacy Act of 1974 in their capacity as BEOG disbursing 
agents. 

The problem which has given rise to this amendment is 
explained in detail in the attached views letter from HEW. 
Briefly, HEW has determined that higher education institutions 
are contractors under the BEOG program; such institutions 
are grantees for purposes of other student assistance 
programs, such as the Supplemental Educational Opportunity 
Grant program and the College Work-Study program. As 
grantees, the institutions are required under the Family 
Educational Rights and Privacy Act of 1974 (the so-called 
Buckley Amendments) to adopt comprehensive procedures to 
protect the privacy of information in their files relating 
to students. HEW believes that a substantial additional 
burden would be placed on the institutions if they were 
required to comply with the Privacy Act under the BEOG 
program. 

The Department believes the Buckley Amendment prov1s1ons 
provide adequate safeguards to protect the rights of students 
and their families with regard to student financial aid 
information, and that the additional imposition of the 
Privacy Act requirements for the BEOG records solely because 
institutions agree to assist in the disbursement of BEOG 
funds is unnecessary. The Domestic Council Committee on 
the Right of Privacy generally concurs in this view. 

In light of complaints received from institutions, HEW 
is concerned that the additional burdens may cause them 
to withdraw from BEOG agreements, and thereby require the 
Federal Government to disburse the funds directly with 
attendant substantially increased costs. 

As in the case of the other provisions of this resolution, 
this matter surfaced only recently. Accordingly, there 
has not been time for a thorough appraisal of the real 
extent of the problem. In view of HEW's belief that the 

, 
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Privacy Act requirements would impose a substantial 
unnecessary burden in this instance and that the Buckley 
Act would provide adequate safeguards for the records 
in question, we do not object to the provision. 

Enclosures 

·9~-,.~ 
~istant Director f6r 
Legislative Reference 

' 



THE WHITE HOUSE 

ACTION MEMORANDUM WASIIINGTON LOG NO.: 

Date: Jun 8 

FOR ACTION: David Lissy .,._._.__....l 
Dick ... arsons 
1ax Friedersdor~ 
Ken Lazaru ,.,.,._..., 

FROM THE STAFF SECRETARY 

DUE: Date: June 2 8 

SUBJECT: 

Time: 945am 

cc (for information}: Jack Mars 1 

Jim Qvanaugh 
Ed Schmults 

Time: 400pm 

S.J. Res. 203 - Higher Education Emergency 
Technical Provisions Act of 1976 

ACTION REQUESTED: 

__ For Necessary Action __ For Your Recommendationa 

__ Prepare Agenda and Brief --Draft Reply 

~For Your Comments __ Draft Remarks 

REMARKS: 

please return to Judy Johnston, 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary •. 

K. R. COLE, JR. 
For the President 
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DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE 

The Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

Dear Mr. Lynn: 

JUN 2 4 1976 

This is in response to your request for a report on 
S. J. Res. 203, an enrolled joint resolution "To amend 
the Higher Education Act of 1965 and for other purposes". 

In summary, we recommend that the resolution be approved 
because its enactment is necessary to permit the uninterrupted 
operation of the Guaranteed Student Loan Program after 
June 30, 1976. The bill also contains provisions relating 
to the College Work-Study Program and Basic Educational 
Opportunity Grant Program which resolved certain technical 
problems that would be encountered after June 30, 1976. 

Under the Guaranteed Student Loan Program in part B of title IV 
of the Higher Education Act of 1965, the authority to insure 
loans and to pay interest benefits expires on June 30, 1976 
with respect to students who have not received a loan under 
the program prior to that date. The enrolled resolution would 
extend this date through September 30, 1976. This is merely 
an interim extension provision, and we expect that legislation 
to extend the entire Higher Education Act should have been 
enacted by that time. 

We strongly support this interim measure, because if the 
authority to insure new loans is allowed to expire after 
June 30, considerable confusion and uncertainty will result 
on the part of lenders, schools, and students who are partici
pating in the program. Because the volume of new loan 
activity is especially high at this time of the year, 
even a short lapse in that authority would have adverse 
consequences on the efficient operation of the program. 

, 



The Honorable James T. Lynn 

The resolution also contains a technical prov1s1on relating 
to the College Work-Study Program during the transition 
quarter, July 1, 1976 through September 30, 1976. Under 
section 446(b) of the Higher Education Act of 1965, the 
Commissioner of Education is authorized to reallot unused 
College Work-Study Program funds within each State, and such 
amounts remain available for reallotment until the close 
of the fiscal year next succeeding the fiscal year for which 
they were appropriated. However under the Fiscal Year 
Transition Act, P.L. 94-274, the transition quarter would 
be considered a fiscal year for the purposes of the College 
Work-Study Program. Thus, we would have only until 
September 30, 1976 to reallot any available unused funds. 
For reasons which were more fully set forth in our letter 
to the Chairman of the Senate Labor and Public Welfare 
Committee and the House Education and Labor Committee 
on June 15, 1976, a copy of which is attached, we would 
be unable to accomplish the reallotment prior to 
September 30, 1976. The amendment contained in the 
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enrolled resolution would correct that problem by providing 
that for the purposes of section 446 the transition period 
would be deemed part of the fiscal year ending September 30, 
1977, giving the Office of Education until that date to 
accomplish the necessary reallotments. We fully support this 
provision, because otherwise nearly $40 million in unused 
College Work-Study funds would revert to the Treasury on 
September 30, 1976. 

The final provision of the enrolled resolution relates to 
the effect of the Privacy Act of 1974 on certain arrangements 
entered into between the Department and institutions of 
higher education under the Basic Educational Opportunity 
Grant Program. The Department has entered into agreements 
with most colleges and universities under which those 
institutions act as disbursing agents for the Department in 
the Basic Grant Program. Since these institutions would be 
required to maintain a system of records to accomplish a 
function which would otherwise be performed by the Commissioner, 
we have determined that 5 u.s.c. 552a{m) applies to these 
arrangements, thus subjecting these institutions to the 
requirements of the Privacy Act. A legal memorandum 
explaining this conclusion is enclosed. 

' 
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We believe this result is undesirable because it places a 
substantial burden upon institutions, solely by reason 

3 

of these arrangements, which are not placed on the institutions 
by virtue of their participation in other student assistance 
programs, such as the Supplemental Educational Opportunity 
Grant Program and the College Work-Study Program. In these 
programs, the institutions are grantees and section 552a(ml 
does not apply. The resolution would correct this problem by 
amending the Basic Grant statute to provide that institutions 
entering into such arrangements shall not be deemed, by 
virtue of those agreements, to be contractors maintaining 
a system of records to accomplish a function of the 
Commissioner. This amendment would relieve the institutions 
of any obligation to comply with the provisions of the 
Privacy Act. 

The major additional burden that would be placed on 
institutions if they were required to comply with the 
Privacy Act with regard to these agreements are the require
ments relating to the physical security of the system of 
records. In most cases these records would be maintained 
in computers, and sophisticated and expensive modifications 
would need to be added to those computer systems in order 
to provide the necessary access limitations and othe.! 
safeguards necessary to comply with the Privacy Act. It 
should be noted that these records will be maintained by 
institutions in the same system that it maintains other 
student financial assistance records, such as those which 
are necessary under the Supplemental Educational Opportunity 
Grant Program and the College Work-Study Program. Thus, 
information relating to basic grants would be required to be 
protected in accordance with the Privacy Act standards, while 
the same information relating to other programs would not 
be subject to those requirements. 

We also note that the Family Educational Rights and Privacy 
Act of 1974, section 438 of the General Education Provisions 
Act, requires institutions receiving Federal financial 
assistance to adopt comprehensive procedure to protect 
the privacy of information relating to students in their 
files. We think these provisions provide adequate safeguards 
to protect the rights of students and their families with 

' 
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regard to student financial aid information, and that the 
imposition of the Privacy Act requirements on these i.nsti
tutions, solely because of their agreement to assist the 
Commissioner in the disbursement of basic grant funds, is 
unnecessary. Furthermore, if .the burdens that would be 
placed on these institutions are significant enough to cause 
them to withdraw from these agreements, the cost to the 
Federal government of disbursing the funds directly could be 
substantial. 

For all of the above reasons, we believe that enactment 
of the enrolled joint resolution is desirable, and we 
recommend that it be approved. 

If the joint resolution is not enacted before the end of 
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June 30, 1976, there will be an interruption in our authority 
to guarantee certain loans under the Guaranteed Student 
Loan Program. As indicated above, we think that this event 
would cause substantial confusion in the administration of 
that program. We therefore strongly recommend that the 
enrolled joint resolution be approved prior to that date, 
in order to ensure continuity of program operation. 

Sincerely, 

unui~ 
Enclosures 



DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE 

The Honorable Harrison A. Williams, Jr. 
Chairman, Committee on Labor and 

Public Welfare 
United States Senate 
Washington, D. C. 20510 

Dear Mr. Chairman: 

JUN 1 5 1976 

On June 11, persons from my staff and from the Office of 
Education met with Majority and Minority staff of the 
Subcommittee on Education of the Committee on Labor and 
Public Welfare to explain certain technical problems which 
have arisen with regard to the Guaranteed Student Loan 
program, College Work-Study program, and the Basic Educational 
Opportunity Grants program. This letter is to confirm those 
conversations. 

As you know, the entire Higher Education Act of 1965, as 
amended, is due to expire on June 30. While the authoriza
tion for appropriations for most of the programs established 
under the Higher Education Act has been extended through 
September 30 of this year by the government-wide authorization 
of appropriations for the transition quarter, P.L. 94-144, 
the Department's General Counsel has determined that the 
statutory authority for the Office of Education to insure 
loans and to pay interest subsidies under the Guaranteed 
Student Loan program expires on June 30, 1976, with respect 
to those students who have not received such a loan prior 
to that time. We would hope that legislation could be 
enacted to continue our authority to insure loans and to 
pay subsidies through September 30, 1976, by which time 
congressional action to extend the entire Higher Education 
Act should have occurred. 

We are also concerned with the effect of a provision of the 
Fiscal Year Transition Act, P.L. 94-274, on the College 
Work-Study (CWS) program relating to the expenditure of 
unused FY 1975 CWS funds during the period from July 1, 1976, 
through September 30, 1977. Under title IV of the Higher 
Education Act of 1965, the Commissioner of Education is given 
the authority to reallot un~sed CWS program funds within 
each State. According to the statute, such realloted amounts 
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shall remain available until the close of the fiscal year 
next succeeding the fiscal year for which appropriated. 
However, section 201(13} of the Fiscal Year Transition Act 
designates the period from July 1, 1976, to September 30, 
1976, as a separate fiscal year for purposes of the College 
Work-Study program. This provision would have the effect 
of requiring the Commissioner of Education to make all 
reallotments not later than September 30, 1976. 

Institutions require several weeks after the end of the 
award period on June 30 to close out the books and to prepare 
the fiscal-operations report for the National Direct Student 
Loan, Supplemental Educational Opportunity Grants and College 
Work-Study programs. Therefore, we have established a 
due date for the reports of August 31. Historically, by 
that date approximately 10 percent of the reports have not 
yet been received in the Office of Education and steps must 
be taken to obtain these late reports. After the actual 
unexpended authorizations have been identified and summarized 
by State, these summaries are provided to the Office of 
Education regional offices for their recommendation of 
supplemental awards for other institutions in the same 
State, and transmittal of these amounts to Washington for 
preparation of congressional announcements of awards, fund 
obligation documents and award letters to an estimated 1,200 
institutions. Because of the many steps which must occur 
between the initial receipt of reports and the ultimate 
issuance of supplemental awards, the reallocation of CWS 
funds for the 1976-1977 award period cannot be completed 
by September 30, 1976. Therefore, we would hope that 
legislation could be enacted which would clearly state that 
the period of time .from July 1, 1976, to September 30, 1976, 
would not be considered as a separate fiscal year for the 
purposes of the College Work-Study program. 

We have an additional concern with regard to the application 
of provisions of the Privacy Act to the operation of the 
Basic Educational Opportunity Grants program. Institutions 
which undertake to distribute Basic Grant funds for the 
Off of Education do so as contractors rather than as 
grantees, thereby rendering them subject to the requirements 
of the Privacy Act. This places additional burdens on 
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institutions in processing applications and packaging student 
assistance. We propose that such institutions be considered 
grantees for this purpose. Such institutions would, 
of course, still be required to comply with the Family 
Educational Rights and Privacy Act. Our proposal would 
simply ease the administrative burden and treat institutions 
participating in the Basic Grants program in the same 
manner as they are treated under the campus-based student 
aid programs. 

We are advised by the Office of Management and Budget that 
there would be no objection to the presentation of these 
views from the standpoint of the Administration's program. 

Sincerely, 

/ 
Unde:r Secretary 

' 



Staff Memorandum 

Advice has been requested regarding whether institutions of higher 
education signing agreements with the Commissioner under the Basic 
Educational Opportunity Grant Program to carry out certain administrative 
duties are covered by the Privacy Act. 

I 

The Basic Educational Opportunity Grant Program ("Basic Grant 
Program") is authorized by Title IV-A-1 of the Higher Education Act of 
1965. Section 4ll(a)(l) of that title (20 U.S.C. 1070a{a)(l)) provides 
that: 

The Commissioner shall ••• pay to each student who has 
been accepted for enrollment in, or is in good standing at, 
an institution of higher education ••• for each academic 
year during which that student is in attendance at that 
institution, as an undergraduate, a basic grant in the 
amount for which that student is eligible, as determined 
pursuant to paragraph (2). 
(Emphasis added.) 

Thus under this program the Commissioner pays a basic grant in a specified 
amount to each eligible student attending an institution of higher 
education. 

For the 1975-1976 academic year, approximately 1.2 million students 
attending approximat~ly 5,000 institutions of higher education have 
qualified to receive Basic Grants. Because the Office of Education is 
unable as a practical matter directly to process and disburse grants to 
all those students, the Commissioner has entered into agreements with 
various institutions of higher education for their performance of certain 
functions in the administration of the Basic Grant Program (45 CFR 
190.73), including the calculation and disbursement of Basic Grant 
awards. If an institution is unwilling or unable to perform these 
functions (which are described below) the Commissioner undertakes these 
activities directly. For the 1975-1976 academic year the Commissioner 
has directly processed and disbursed funds to'approximately 8000 students 
attending approximately 700 institutions. 

Under the program an undergraduate student enrolled on at least a 
half-time basis is eligible to receive a Basic Grant. The size of the 
grant is based on three factors: the student's cost of attendance, his 
expected family contribution and the amount of funds appropriated to 
carry out the_program. In general, a student's grant is the difference 
between $1400 and the student's expected family contribution except that 
his grant may not exceed half his cost. (20 U.S.C. 1070a(a)(2)) 
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To receive a grant the student initially submits a form directly to 
the Office of Education for a determination of his expected family 
contribution. The student receives from the Office of Education a 
"Student Eligibility Report" (SER) stating his expected family contribution 
(on the form called "eligibility index"). The student then applies for 
a Basic Grant by submitting his SER to the institution he is attending 
if that institution has entered into an agreement with the Commissioner. 
(45 CFR 190.61 and 190.76) 

The institution then determines whether the applicant meets the 
eligibility requirements set forth in the program regulations at 45 
CFR 190.3. The institution is entitled to rely on the information 
supplied by the student in making this determination. It calculates the 
student's cost of attendance in accordance with detailed criteria set 
forth in 45 CFR 190.51; determines the status of the student's enrollment 
at the institution, i.e., full time, three quarter time or half time, 
in accordance with 45 CFR 190.2; and calculates the student's grant in 
accordance with a Payment or Disbursement Schedule distributed to each 
institution by the Office of Education. These schedules are based on 
the student's cost of attendance, expected family contribution and 
enrollment status. Finally, the institution disburses funds to the 
student in accordance with 45 CFR 190.75.!/ 

An institution which has entered into an agreement with the Commissioner 
is required by paragraph 2 of Article II of the attached Agreement to 

• • .maintain adequate records, for such period of time as 
prescribed by the Commissioner, with regard to (i) the 
eligibility, or lack thereof, of all students enrolled 
in the Institution who have applied to the Institution 
for payments of a Basic Educational Opportunity Grant; 
(ii) the amount of such grants as have been awarded 
and to whom; (iii) the amount and date of disbursement 
of such grants to such students; and (iv) the amount 
and date of any overpayments of awards that have been 
restored to the program account. Such records shall 
include the "Student Eligiblity Report" for each student, 
the student's cost of attendance at the Iastitution, and 
the basis on which his full-time or part-time enrollment 
status and the portion of the academic year for which the 
student was enrolled was determined.l/ 

Institutions which enter into an agreement with the Commissioner 
receive an advance of funds to enable them to disburse the Basic Grant 
awards to their students. Three times a year the institution must 
submit a progress report to the Office of Education indicating the 
amount of funds the institution has disbursed and an estimate of the 
additional funds it will need for that purpose for the rest of the 
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academic year. When filing these progress reports the institution must 
also submit a copy of each recipient's SER (one copy is kept by the 
institution). After the third progress report is filed, the institution 
must f:Ue a Student Validation Roster. This form contains the names of 
all students for which the institution submitted an SER, each student's 
expected family contribution and the expected disbursement to be made to 
that student. These items are supplied by the Office of Education. The 
institution fills in the exact amount of funds that is disbursed to each 
student. 1bis form is used as a financial check on the institution and 
is also used to determine the student's remaining Basic Grant eligibility. 
(A student is entitled to a Basic Grant for a period of 4 academic 
years, except in certain instances, a student may be entitled to a Basic 
Grant for a period of five academic years. (20 U.S.C. 1070a(a)(4)(A)) 
The Office of Education calculates the student's remaining period of 
entitlement by the percentage which the funds disbursed bears to the 
amount which that student should have received for an entire academic year.) 

II 

The Privacy Act (5 U.S.C. 552a) covers not only "systems of records" 
maintained by a Federal agency but also systems of records maintained by 
certain Federal contractors. 5 U.S.C. 552a(m) provides: 

GOVERNMENT CONTRACTORS. When an agency provides by a 
contract for the operation by or on behalf of the agency 
of a system of records to accomplish an agency function, 
the agency shall, consistent with its authority, cause 
the requirements of this section to be applied to such 
system. For purposes of subsection (i) of this section 
any such contractor and any employee of such contractor, 
if such contract is agreed to on or after the effective date 
of this section, shall be considered to be an employee of 
an agency. 

The guidelines on the Privacy Act published by the Office of Management 
and Budget (40 F.R. 28948; July 9, 1975) provide some interpretation of 
section 552a(m). The guidelines indicate, in part: 

The effect of this provision is to clari~, further, the 
definition of the term "maintain" as it establishes 
agency accountability for systems of records. (See 
subsection (a)(3)). It provides that systems operated 
under a contract which are designed to accomplish an 
agency function are, in effect, deemed to be maintained 
by the agency. It was not intended to cover private 
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sector record keeping systems but to cover de facto 
as well as de jure Federal agency systems. 

* * * 
wnile the contract need not have as its sole purpose the 
operation of such a system, the contract would normally 
provide that the contractor operate such a system 
formally as a specific requirement of the contract. There 
may be some other instances when this provision will be 
applicable even though the contract does not expressly 
provide for the operation of a system; e.g., where 
the contract can be performed only by the operation 
of a system. The requirement that the contract 
provide for the operation of a system was intended to 
ease administration of this provision and to avoid 
covering a contractor's system used as a result of his 
management discretion. For example, it was not intended 
that the system of personnel records maintained by large 
defense contractors be subject to the provisions of the Act. 

Nor only must the terms of the contract provide for 
the operation (as opposed to design) of such a system, 
but the operation of the system must be to accomplish 
an agency function. This was intended to limit the 
scope of the coverage to those systems actually taking 
the place of a Federal system which, but for the contract, 
would have been performed by an agency and covered by the 
Privacy Act. (40 F.R. at 28976) 

III 

Unlike other programs of federal financial assistance to students 
administered by the Office of Education, the Basic Grant program is a 
direct Federal-student program. The Commissioner rather than an intermediary, 
such as a lender or an i~stitution of higher education, is directed to 
pay a Basic Grant to each eligible student. Furthermore, the Commissioner 
is directed to develop or carry out every other administrative activity 
or function. Since the beginning of this program the Basic Grant statute 
has been interpreted to mean that the Commissioner is responsible for 
administering the program and that none of the Commissioner's authority 
under the program may be delegated to anyone outside the Office of 
Education. Thus, when it was proposed to enter into agreements with 
institutions of higher education for the latter to assist in the administration 
of the program, the Office of Education was advised that such institutions 
were limited to performing non-discretionary, ministerial functions; and 
as can be seen from the earlier discussion, every act that the institution 
performs is mandated by a particular section of the program regulations. 
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The situation applicable to the so-called college based programs 
of student financial assistance contrasts with that of the BEOG program. 
Under the Supplemental Educational Opportunity Grant (SEOG), College 
Work-Study (CWS) and National Direct Student Loan (NDSL) Programs, funds 
are alloted among the States pursuant to a statutory formula and are 
allocated to institutions within a State on the basis of an evaluation 
of an application for funds submitted by that institution. Furthermore, 
unlike the Basic Grant program, each institution awards such allocated 
funds to its students and has discretion to choose among eligible students 
and to determine the amount of financial assistance. If an institution 
does not wish to participate in one of the three campus-based programs 
there is no program at that institution. If an instititon does not wish 
to "participate" in the Basic Grant Program, the students attending that 
school are still entitled to their grants and the Office of Education 
itself must calculate and disburse funds to those students. 

IV 

In the light of the foregoing, it is evident that: 

(1) The Commissioner enters into contracts with instititions of 
higher education. These contracts provide for the operation of a system 
of records as a specific contractual undertaking (Para. 11(2) of the 
attached Agreement). 

(2) The system of records must be maintained in order to accomplish 
a function of the Office of Education, namely the administration of the 
Basic Grants Program; the records required to be maintained are needed 
to carry out that program. 

(3) If the institutions in question does not perform the undertakings 
required in the agreement, the Commissioner would have to perform them 
since a student who is eligible for a BEOG is entitled to payment and 
therefore is entitled to have his eligibility determined and his award 
calculated and disbursed regardless of whether the Commissioner or an 
institution performs theee functions. As a matter of fact, for the 
1975-1976 academic year the Commissioner has performed these functions 
for approximately 8000 students attending 700 institutions. 

(4) With regard to those 8000 students to whom the Commissioner is· 
required to directly process and disburse Basic Grant funds, the Office 
of Education must maintain the same records that the institutions would 
have had to maintain pursuant to paragraph 2 of Article II of the 
Agreement. 

' 
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In short, the terms of the contract in question provide for the 
operation of a system of records in order to accomplish an agency function. 
But for the contract, the agency would establish the systems (40 FR 
28948, July 9, 1975). Under these circumstances, it appears that the 
Office of Education is providing by contract for the operation on its 
behalf of a system of records within the meaning of 5 U.S.C. 552a(m) and 
that, pursuant to that provision, the requirements of section 552a must 
be applied to such system. 

Attachment 

' 



FOOTNOTES 

1/ If the institution has not entered into such an agreement, the 
student must submit his SER to the Commissioner and the Commissioner 
makes the relevant calculation and disburses funds to the student. (45 
CFR 190.86) 

2/ This provision is authorized by section 190.80 of the program regulation 
(45 CFR 190.80) which provides: 

Each institution shall maintain adequate records with 
regard to (a) the eligibi.lity or lack thereof, of all 
students enrolled in the institution who have applied 
to the institution for a Basic Educational Opportunity 
Grant, (b) the amount of such grants as have been awarded 
and to whom, (c) the amount and date of disbursements 
of such students, and (d) the amount and date of any 
overpayments of awards that have been restored to the 
program account. Such records shall include the "Student 
Eligiblity Report" for each student, the student's cost 
of attendance at the institution, the basis on which his 
full-time or part-time enrollment status was determined 
and the basis on which the portion of the academic year 
for which the student was enrolled was determined. Further, 
the institution shall make such records available for 
inspection by authorized representatives of the Commissioner, 
at any reasonable time at the Offices of the institution. 
The institution shall retain such records for three years 
following the date of submission of a final report covering 
such funds. 

, 



DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE 

OFFICE OF EDUCA liON 

BUREAU OF POSTSECONOARY EDUCATION 

WASHINGTON. D.C. 20202 

TERMS OF AGREEMENT 
(Agreement Covering the Computation and Disbur
sement of Basic Educational Opportunity Grants) 

July 1973 

Whereas, the students of __________ ~~----~=---~--~~-----------------
(Name of Institution) 

----~----------------------~------' hereinafter referred to as the 
(Location of Institution) 

"Institution", are potentially eligible to receive grant awards under 
the program of Basic Educational Opportunity Grants administered by 
the U.S. Commissioner of Education, hereinafter referred to as the 
"Commissioner," pursuant to Part A, Subpart 1 of Title IV of the 
Higher Education Act of 1965, as amended (20 U.S.C. 1070a) and the 
regulations issued pursuant thereto (45 CFR Part 190 ~~); and 

Whereas, a finding of the eligibility of such students to receive 
awards, the computation of the amount of such awards, and the disbursement 
of funds to its students can best be accomplished by the Institution; 

Now, therefore, in order to facilitate the conduct of the Basic 
Educational Opportunity Grants Program with respect to its students the 
Institution agrees to the following undertakings: 

I. General Undertakings 

1. The Institution shall make eligibility determinations, computations 
of awards, and disbursements from sums provided for that purpose by 
the Commissioner, at such times and in such manner as the Commissioner 
shall from time to time prescribe. An award shall be paid to a student 
only if the Institution determines in accordance with the regulations and 
instructions issued for that purpose that (i) such student is an "eligible 
student" and (ii) the amount to be paid has been determined in accordance ' 



\<lith the applicable payment schedule and other instructions as are issued 
by the Comr:lissioner. The payment schedule will reflect the amount of 
an a~ard to be made with respect to a student on the basis of (i) a dollar 
ar.1ount representing such student's "expected family contribution11 (student 
eligibility index) and (ii) the student's cost of attendance at the 
Institution. The amount of a student's award will then be adjusted by 
the Institution on the basis of (i) the portion of the academic year 
for which the student is enrolled and· (ii) the full-time or the part-time 
nature of his enrollment. The figure representing the student's 11expected 
family contribution" (student eligibility index) is supplied by the 
Cot~issioner (Student Eligibility Report) to each student applicant who 
in turn submits it to the Institution. The figure representing the 
student'~ cost of attendance at the Institution is to be computed by 
the Institution in accordance with the regulations issued by the Commissioner 
(45 CFR 190.51). The full-time or part-time nature of a student's enroll
ment and the portion of the academic year for which he is enrolled will 
also be determined by the Institution in accordance with regulations 
lssued by the Commissioner. 

2. The Institution agrees that it will use all funds made available 
to it by the Commissioner pursuant to this Agreement only for making 
pa~~ents o~ Basic Educational Opportunity Grants as provided for in 
this Agreeraent. In the event that an overpayment is made to a student 
the Institution will cooperate fully with the Commissioner, making every 
reasonable effort to effect the return of such overpayment. The Institution 
does not, however, assume liability for any overpayments which are not 
so recovered unless such overpayment was made by the Institution under 
circumstances where the regulations or instructions of the Commissioner 
clearly indicate that such payment should not have been made. In 
maJ.:ing a finding that a student is an "eligible student, 11 the Institution 
is entitled to rely on information provided by the student. 

II. ?pecific Undertakings 

In addition to the foregoing undertakings, and in no way in limitation 
thereof, the Institution further agrees as follows: 

1. All funds received and disbursed under this agreement shall be 
!",andled through an account which may be an existing account (preferably 
or.c maintained for Federal funds) provided adeq~ate control ledgers are 
maintained to properly account for such funds separately from other 
funds. 

-2-
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2. The Institution shall maintain adequate records, for such period 
of time as prescribed by the Commissioner, with regard to (i) the 
eligibility, or lack thereof, of all students enrolled in the Institution 
who have applied to the Institution for payments of a Basic Educational 
Opportunity Grant; (ii) the amount·of such grants as have been awarded 
and to whom; (iii) the amount and date of disbursement of such grants 
to such students; and (iv) the amount and date of any overpayments of 
awards that have been restored to the program account. Such records 
shall include the "Student Eligibility Report" for each student, 
the student's cost of attendance at the Institution, and the basis on 
which his full-time or part-time enrollment status and the portion of the 
academic year for which the student was enrolled was determined. 

3. The Institution will at all reasonable times make available for 
inspection by authorized representatives of the Commissioner, at the 
offices of the Institution, all books, records, documents, and other 
evidence bearing on the receipt and expenditure of such funds as have 
been made available to the Institution pursuant to this Agreement. 
Such right of inspection will extend for a period of five (5) years 
from the date of submission of a final report covering any such funds, 
unless the Commissioner provides otherwise by regulation. 

4. The Institution shall submit such reports and information as 
the Commissioner may reasonably require in connection with the fore
going undertakings of the Institution and the accounting for the payment 
of Federal funds. 

5. The Institution shall reduce to writing its policy for making 
refunds of amounts paid on account of tuition, fees, room, and board 
to students who withdraw or fail to pursue their course of study. A 
copy of such policy shall be made available to the Commissioner upon 
request. The Institution agrees that if a refund is made to a student 
pursuant to the policy of the Institution, the amount of such refund 
as is reasonably attributable to the payment of a Basic Educational 
Opportunity Grant in the light of the total of the amount paid to the 
Institution by the student for tuition, fees, room, and board, shall 
be treated as an overpayment and restored to the program account. 

6. The Institution (if a proprietary Institution of higher education 
as defined in § 491 of the Higher Education Act of 1965 20 U.S.C. 1088) 
shall comply with such terms and conditions as the Commissioner 
determines to be necessary to insure that the av~ilability of assistance 
under this program to students has not, and will not, increase the 
tuition, fees or other charges of the Institution. 

-3-



III. Effect of Agreement 

1. This Agreement shall be in effect with respect to all 
funds advanced to the Institution for disbursement under the 
Basic Educational Opportunity Grant Program. 

2. The Institution understands and agrees that funds shall 
continue to be advanced to the Institution pursuant to this 
Agreement and the Institution shall continue to carry out its 
undertakings pursuant to this Agreement for so long as the Institution 
and the Commissioner mutually agree to do so. 

3. The Institution agrees that reasonable notice shall be 
given to the Commissioner if it no longer is willing or able to carry 
out the terms hereof, and the Institution is advised that similar 
notice will be given to the Institution in the event the Commissioner 
selects some other means for making Basic Educational Opportunity 
Grants available to students attending the Institution. 

(Institutional Authorizing Officer) 

(Name and Title) 

This Agreement covers the following branch campuses of the Institution 

Name and Address OE Vendor Number 

1. 

2. 

3. 

4. 

5. 

6. 

IRS No. 

(Internal Revenue Service Number) 

-4-
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DOMESTIC COUNCIL COMMITTEE ON THE RIGHT OF PRIVACY 

WASHINGTON, D.C 20504 

Honorable James T. Lynn 
Director 

June 25, 1976 

Office of Management and Budget 
Washington, D.C. 20503 

Attention: Naomi R. Sweeney 

Subject: S.J. Res. 203 to amend the Higher Education Act 
of 1965 

Dear Mr. Lynn: 

We have been asked to comment on S.J. Res. 203 to amend the 
Higher Education Act of 1965 and for other purposes. We 
confine our comments to Section (f) (c) of the Joint Resolution 
that would have the effect of exempting schools participating in the 
Basic Opportunities Grants Program from compliance with the 
Privacy Act of 1974, 5 USC 552(a). It is our understanding 
that by virtue of participation in this program schools are 
required and will continue to be required to comply with the 
Family Educational Rights and Privacy Act of 1974 (the Buckley 
Amendment) . 

It is our view that the privacy rights of students and their 
parents are adequately and appropriately protected by the safe
guards in the Buckley Amendment. Substantive and procedural 
considerations suggest that it is desirable for educational 
institutions to operate all of their record systems that are 
accessed by personal identifiers under Buckley Amendment 
requirements, rather than operate systems under a patchwork 
of different and sometimes conflicting Buckley and Privacy 
Act provisions. From a privacy and information standpoint 
we do not perceive any reason to withhold Administration 
support of section (f) (c) of S. J. Res. 203. 

RRB:mm 

R. Belair 
General Counsel 

' 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON, D.C. 20220 

JUN 2 3 1976 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 l 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Reference is made to your request for the views of this Depart
ment on the enrolled enactment of S. J. Res. 20.3~,' 11To amend the 
Higher Education Act of 1965, and for other purposes. 11 

The enrolled enactment would, among other things, amend the 
Higher Education Act of 1965 to extend the authority to insure new 
student loans through the transition quarter, to September 30, 1976, 
and extend the provisions of the Emergency Insured Student Loan Act 
of 1969, through the same date. These provisions are scheduled to 
expire on June .30, 1976. The enrolled enactment is intended to 
provide temporary extensions until the Congress is able to take final 
action on permanent legislation in this area. 

The Department would have no objection to a recommendation that 
the enrolled enactment be approved by the President. 

Sincerely yours, 

' 
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D~vid Li y ~ 
D"ck crson/ 
Max r edersdorf 
Ken Lazarus 

June 8 

945am 

Ja.k Mar h 
Jim , <=ugh 
Ed Schmults 

S.J. Res. 203 - H~gher Education Emergency 
Technical Provisions Act of 1976 

X 
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Jl 28 

D : dLiss~ 
D ck P arSOi1S 

Max Friedersdorf 
Ken L zarus 

June 28 

9 Sam 

Jac~ Marsh 
Jim1Cavan ugh 
Ed Schmult 

400pm 

S.J. Res. 203- Higher Education Emerge1cy 
Technical Provisions Act of 1976 

X 
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please return to Judy Johnston, 
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vid Li. y 
D .... ch. Parsons 
Max Friecter~rf 
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June 28 

Jack Ma sh 
JimlQ:l na1gh 
Ed Schn lts 

400pm 

S.J. Res. 203 - Higher Education Emergency 
Technical Provisions Act of 197 

l 

" •• t 

please return to Judy Johnston, 

No objection -- Ken Lazarus 6/28/76 
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HE!10RANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

w.~\s H: ~ -:JN 

June 29, 1976 

JIM CAVANAUGH 

MAX L. FRIEDERSDORF~·t?~ 
SJRes. 203 - Higher Education En:e rgency 
Technical Provisions Act of 1976 

The Office of Legislative Affairs concurs with the agencies 

that the subject resolution be signed. 

Attachments 

, 



UTi cr: ·rHr: 
OFFICE C+ f,·1f·.NP..GUviENT AND BUDGET 

PRESIDENT 

Subject: Enrolled Resolution - S.J.Res. 203 - Higher 
Educotion Emergency Technical Provisions 
Act of 1976 

Sponsor - Sen. Pell (D) R.I. 

Last for Action 

July 3, 1976 - Saturday Reconunend action before June 30, 
1976 to avoid interruption of 
guaranteed student loan program. 

Extends for 3 months, from June 30, 1976 to September 30, 
1976, the authority for the Guaranteed Student Loan program; 
corrects a technical problem created in the College Work
Study program by the shift to the new fiscal year; and 
exempts in.stitu·tions from the requirements of the Privacy 
Act of 1974 in their capacity as disbursing agents under 
the Basic Educational Opportunity Grant program. 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Domestic Council Committee on 
Right of Privacy 

Department of the Treasury 

Discussion 

Approval 

Approval 

Approval ("privacy" 
provision} 
No objection 

S.J.Res. 203 would make three changes in education laws 
recommended to the Congress by the Department of Health, 
Education, and Welfare (HEW}. 

I 
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~4TH CoNGRESS} HOUSE OF REPRESENTATIVES { REPORT 
~d Session No. 94-1281 

EMERGENCY TECHNICAL PROVISIONS ACT OF 1976 

JuNE 18, 19i6.-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 

Mr. PERKIXs, from the Committee on Education and Labor, 
submitted the following 

REPORT 
['.ro accompany H.J. Res. 984] 

The Committee on Education and Labor to whom was referred the 
joint resolution (H.J. Res. 984) to amend the Higher Education Act 
of 1965, and for other purposes, having considered the same, report 
favorably ·thereon with amendments and recommend that the joint 
resolution as amended do pass. 

The amendments are as follows : 
Pag-e 2, line 15, strike out "provisions" and insert in lieu thereof 

"provision". 
Page 2, line 23, insert after "deemed" the following: ", by virtue of 

such agreement,". 

PuRPOSE oF THE LEGISLATION 

This Resolution seeks to make several technical amendments to ex
isting law relative to student financial assistance programs, in order to 
assure that the "transitional quarter" which extends from July 1, 1976 
to September 30, 1976 will not interrupt or suspend the operation of 
existing law, and to assure that the "pass-through" administration of 
the Basic Grant Program by educational institutions shall be treated 
in a similar manner to the administration by the same institutions of 
other student assistance programs. 

The amendments were requested by the Office of Education, worked 
out in bi-partisan consultatiOn, and considered in an open legislative 
session on .Tune 15 by the Committee on Education and Labor, which 
approved the resolution by a unanimous voice vote. 

GuARANTEED LoANS 

Last Deeember, the Congress enacted Public Law 94-144, extending 
from July 1, 1976 through September 30, 1976, the appropriation au-
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thority :for Federal programs who~e authority ~xpires on ~nne 30, 
1976. This enactment extended the Ide of most higher educatiOn pro
grams, including most of the stud~nt aid ~rogr~ms, and those Ear~s of 
the "'uaranteed loan program which reqmre Federal appropriations. 
Hm~ever the basic authority to make new loans which are entitled to 
Federal guarantee and interest. pay.ments wa~ not extended by Public 
Law 94-144. Absent other leg1slatwn, the r1ght to make new loans 
\vhich are insurable by the Commissioner of Education and the right 
to set a new special allo\vance for the transitional quarter will lapse. 
and there \Yi1l be a hiatus in the making of new loans and the paymcllt 
of the special allowance. . . .· . 

Such a lapse in the. operatwn of the other st';1dent a1c~ prograr;1s 
would be an inconvemence, but not fatal to thmr operation. In tnc 
case of the guaranteed loan program, it could indeed be a trauma whieh 
the progrmn might not survive. The guar:mteecl.loan program doe~ ~wt 
involve the lending of Federal money, but of pnvate cap1tal, prov1cted 
bv banks, credit unions, savings and loan associations and other lend
ei·s. Commercial lenders arc not going to lend other people's mmwy 
easually on the expectation that they ·will subsequently be covered by 
lmm gt1arantees ancl.eligihlE; for the. receipt of special al}mvan~es. Un
derstandably they will reqmre rhe firm assurance of a scatute m place 
before thev will make such ne>Y loans. 

The schedule of both Housl~" makes it certain that the major long
rancre le<nslation relating to the loan program (H.R. 14070 in this 
Ho~se, S. 2657 in the Senate) v;ill not be acted upon, brought through 
eonference and signed prior to June 30. It is thus the belief of the 
House Committee, shared by the Administration, by the members of 
the Committee in the other body, that subsections 2 (a), (b), (c), and 
(d) of this resolution should be enacted without delay. Subsection (a) 
extends the Commissioner's authority to insure new loans, subsection 
(b) extend his right to re-insure loans. guaranteed by. State agencies 
and private non-profit guarantee agencies, and subsectiOn (c) extends 
the special allowance se~ting authority of the. Emergen~y Insured Stu
tlent Loan Act. SubsectiOn (d) of the resolutiOn makes It clear that the 
amendment in this resolution will not trigger the automatic extension 
provisions of the General Education Provisions Act. 

H.R. 14070, a bill reported to the House earlier by the Committee, 
but not vet acted on hy the Hous(~ will make some substantive changl:'s 
for FY.197i and later in these areas. This provision of the joint reso
lution applies only to the transitional quarter and only extends exist
ing law. 

CoLLEGE VVoRK-STUDY 

Subsection (e) of the joint resolution seeks to clarify a further 
transitional quarter problem with another student assistance pro
gram-the College "\Vork-Study Program. Public Law 94-43, enacted 
last ,Tune sought to clarify a provision of the law governing the ·work
Study program, by permitting the qommissioner~to reallocate .. wi~hin 
a given state, work-study funds whiCh were not needed for distribu
tion to students in the schools to which they had originally been 
allotted. 

Because the availability of these funds does not become apparent 
until near the end of the fiscal year, and because it takes some time for 

.. 
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the paperwork of reporting by the institutions) application by other 
eligible institutions, arid the making of new awards, the funds to be 
reallocated were made available to the Commissioner for such real~ 
location and for expenditure to the schools during the "fiscal year·next 
succeeding the ·fiscal year for which'' the funds were appropriated. 

Public Law 94--274 sought to solve some of the. transitional quarter 
problems by providing that the transitional quarter would be consid
ered as a fiscal year for the purposes of several programs, including 
College "\Vork-Study. ·while this enactment solved some problems, it 
created an unanticipated problem with respect to the reallocation au
thority established by Public Law 94-43. The Commit,tee has been 
advised by the Office of Education that they are simply not able to 
perform the various data gathering, verification, ancl other clerical 
tasks involved within the transitional quarter~ ~hich, under too terms 
of Public Law 94-274 becomes the "fiscal year next succeeding the 
fiscal year for which" the current year's funds were appropriated. 

To avoid the reversion of unused College '\Vork-Study funds and 
their unavailibility to students who do need them, the Committee pro
poses that, for the purposes of that one provision of the Higher Edu
cation Act alone, the "fiscal year next succeeding" the current fiscar 
year be deemed to extend from July 1, 1976 to September 30, 1977. 

BASIC EDUCATIONAL OPPORTUNITY ·GRANTS 

Section 2 (f) of the resolution provides a clarification of require
ments applicable to records kept by institutions which disburse Dasic 
~ducational Opportunity Grants to students attending such institu
tions. Two federal statutes have been enacted which affect the main
tenance of. records necessary to carry out :federal student assistance 
pr?grams. One of these sta!utes is the Famil;r Educa!ional Right~ and 
Privacy Act of 1974 (20 "'C.S.C. 1232g), winch apphes to educatwnal 
institutions that participate in federal education programs. The other 
is the Privacy Act of 1974 (5 U:S.C. 552a), which is generally applica
ble t0 reco-rds maintained by government agencies. 

Financial data on students and their families used in carrying out 
the Supplemental Educational Opportunity Grllnt Program,- the 
College \York-Study Program, and the Natonal Direct Student Loan 
~rogram. are dearly covered by the provisions of the Family Educa
tional Rights and Privacy Act. An institution which violates the 
statute or applicable regulations could be precluded from further par
ticipation in federal education programs. · 

The General Counsel of the Department of Health, Education, and 
"\V elfare has ruled that an institution which has an agreement with 
the Commissi4i.mer of Education to distribute BEOG funds for which 
its students are eligible is subject to both the Family Educational 
Rights and Privacy Act and the Privacy Act of 1974. 'i.'his is because 
the agreement \vith the Commissioner ta disburse BEOG has been 
construed hv HEW to mean. that the institution is a contractor aeeord
ing to the pi·ovisions of 5 U.S.C. 552a ( m). This contractor status could 
mean that these institutions would be required to m11intain multiple 
records on each student who benefits from a Basic Grant as well as 
other forms of federal financial assistance. 
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· This result was not intended by the Congress and. the clarification 
provided by section 2 (f) is necessary to insure that institutions are not 
subject to conflicting requirements to protect the legitimate privacy 
rights of federally assisted students. 

Section 2 (f) will clarify the situation while at the same time insur
ing that confidential financial information regarding- students and 
their families will not be subject to inspection by, or disclosure to un
authorized individuals or used :for purposes other than determining 
the eligibility of such students for financial ·assistance to pursue a 
postsecondary education. 

Under the rules of the House, the Committee on Govenment Opera
tions has jurisdiction over the Privacy Act of 1974. Following is a 
letter from the Committee on Government Operations expressing the 
view tl1at immediate consideration of this legislation without referral 
to that Committee is in the interests of an efficient legislative process. 

CoNGRESS oF THE UNITED STATES, 
HousE oF REPRESENTATIVES, 

CoMMITTEE oN GoVERNMENT OPERATIONs, 
Washington, D.O., June 18, 1976. 

Hon. CARL PERKINs, 
Chairman, Cmnmittee on Education and Labor, U.S. House of Rep

resentatives, Washington, D.O. 
DEAR MR. CARL: It is my understanding that the Committee on Ed

ucation and Labor has ordered reported House Joint Resolution 984, 
to amend the Higher Education Act of 1965, and for other purposes. 
Section 2 (f) of that Resolution would amend section 411 of the Higher 
Education Act of 1965 to provide that an institution of higher educa
tion which enters into an agreement with the Commission of Educa
tion to disburse Basic Educational Opportunitv Grants to its students 
would not be deemed by virtue of such agreement to be a contractor 
maintaining a system of records to accomplish a function of the 
Commissioner. 

The Committee on Government Operations has jurisdiction over the 
Privacy Act of 19'74, which, but for the proposed amendment to sec
tion 411 of the Higher Education Act, would apply to records relat
]ng to BEOGs maintained by the colleg-es disbursing them on behalf 
of the Commissioner of Education. In view of this, it appears that the 
Committee on Government Operations could claim jurisdiction over 
this legislation and request a sequential referral. 

I understand that the legislation is of an emergency nature and 
must be enacted by the end of this month. I am also aware that the 
recor:d? in questil;m a:e .already subject to 20 U.S.C. § 1232g, whose 
prov1s~ons a!-'e q.mt~ sim~lar to t~ose of the Privacy Act, and that the 
ed~cabonalmst1tut10ns In questi.on would be required to maintain two 
enh~ly separate sets of records If they were to be subject to both acts. 

Without. establishing any precedent concerning the jurisdiction of 
the Committee on Government Operations over the Privacy Act of 
1974, I .hav~ concluded that I will not request a sequential referral of 
the legislation. The Honorable Bella S. Abzug, Chairwoman of the 
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Gov~rn:ne!lt .Information an.d Individual Rights Subcommittee, which 
has JUrisdi~tlon over the Pnvacy Act, agrees that bringing the bill to 
the. floo!-' without further .delay will be in the best interest of an efficient 
legislative process and Will not affect adversely the riahts of the mem-
bers of the Committee on Government Operations. "" 

With best wishes, I am 
Sincerely, 

CosT EsTIMATEs 

JACK BROOKS, 
Chairman. 

Because of the urgency of this legislation, the Committee was unable 
to request ~rom. the Congressional Budget Office a formal cost estimate 
of tlus legislation. However, the Committee calls to the attention of 
the House CBO estimates on H.R. 14070, which appear in House 
~eport 94-1232, at pp. 16-18. These estimates are of the cost implica
h<;>ns of that long-range bill which will be considered later, and which 
mll make some. substantive changes in the loan program. Since the 
Fe~eral costs of the loan program do not, for the most part, occur 
unt~l after the lo~n has beep :nade, much of t~e true budgetary impact 
of Simp!y extendmg the exis!mtr law (even without other change) will 
be felt m later ye~rs 3;nd will be .affected by the substantive chan~res 
made by later legislation .• ~ssummg that approximately half of the 
new !C!ans :for the academic year 1976-19'77 are made during the 
t~ansitJonal quarter, and assuming that the substantive changes pro
YJ?e~ ~y H.R. 14970 are enacted later this year, the "cost estimate" of 
tlus JOmt resolutiOn would probably be somewhere in the neighbor
hood of 10 to ~5 percent of the cost estimate provided by CBO for 
fis~al year 197'7 ~n H?use ~eport 94-1232. With the understanding that 
th1s IS .an overs1mphficat1on of the cost impact of this resolution, the 
Comm1~tee nevertheless appends the CBO estimates for H.R. 14070 
as a gmd~ to an understanding of the cost impact of the enactment 
of subsectiOns (a) through (d) ofthis resolution. 

CoNGREss OF THE UNITED STATEs, 
CoNGRESSIONAL BLDGET OFFICE, 

Washington, D.O., June 7,1976. 
Hon. CARL D. PERKINS, 
Chairman, Oonl!f'~ittee on EdufJation and Lab01', U.S. House of 

Representatvves, Washington, D.O. ·. 
DEAR MR. CHAIRJ\:fAN : Pursuant to section 403 of the Congressional 

Budget Act of 19~4, the Congressional Budget Office has prepared the 
attached cost estimate for H.R. 14070 Guaranteed Student Loan 
Amendments of 1976. 

Should tl~e Committee so desire, we would be pleased to provide 
further ~etalls on the attached cost estimate. 

Smcerely yours, 

Attachments. 

ALicE M. RIVLIN, 
Director. 

JUNE 4, 1976. 
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-CoNGRESSIONAL BbooET OwrCE AuTHoRizATioN BILL CosT EsTIMATE 

1. Bill No. : H.R. 14070. . 
2. Bill title: Guaranteed Student Loan Amendments of 1976. 
3. Purpose of bill: To extend and amend the Guaranteed Student 

Loan provisions of the Higher Education Act. The following provi
sions which affect costs will take effect in fiscal year 77: 1) the income 
limit for subsidy eligibility will rise to $20,000 adjusted family 
income; 2) The annual loan limit remains at $2,500 except if a loan 
is made by a state loan program or an educational institution where 
it cannot exceed 50 percent of cost of attendance or if made by an in
stitution to a freshman it cannot exceed $1,500 unless paid in install
ments; and 3) State Guarantee Agencies will be fully reinsured for 
defau1t claims, except those with ddault rates over 7 percent, and will 
be permitted to retain 30 percent of their collections. 

Additionally there are provisions to become effective at the start of 
fiscal year 1978. They are: (1) The income limit is now raised to 
$25,000 adjusted family income; ( 2) the special allowance rate will 
now be the 91--day treasury bill rate less 3.5 percent; (3) A. one percent 
administrative allowance will be paid to all State Guarantee Agencies 
on the total principal amount of insured loans, and (4) new advance 
provisions whereby State Guarantee .Agencies receive early payment 
of a portion of the federal reinsurance obligation. This bill does not 
provide new budget authority. 

4. Authorization levels and cost estimates: 
!Dollar amounb in millions] 

Fiscal year-

1977 1978 1979 1980 1981 

Total authorizati011 level of il.lt. 
. 14070 ..•••..••••••••••••••••• $600 $865 $1,055 $1,j~ $1 40'l 

Sullsidv anhpetialallowanoe payments •• 420 620 806 1:157 
Student loan msurance fund............ 180 190 192 190 186 
Administrative allowance ••••••••••••••••••••••••••••• 11 12 13 14 
Sec. 422 reserve fund ................................ 45 45· 45 45 

Total estintited outlays t .................... - •• 400 823 1;059 1, 193 1, 371 

Subsidy and special lllowam:e payments,. 315 570 760 931 1, lil 
Student.loan msurance fund............ 72. 184 229 !91 188 
Administrative allowance •••• ;: ••••••••••••••••••••••• 11 12 13 14 
.Sec:. 422 reserve fund ••• : ••••••••••••••••••••••••••• 45 45 45 45 

'Outlays talclllated using spend-out rates provided by th1 Blldpt Olke, U.S. Office of Eaucalion. 

. 5. Basis for estimate: The major costs of this program are pa vments 
for interest subsidies for borrowers and incentive payments to fenders. 
~oth the pr~wi~ion which extends subsidy eligibility to borrowers with 
}ngher family mcomes over two years and thenew mechanism which 
links the special allow~nce tothe 91-dny treasury bill rate aff~ct these 
payments. The followmg table shows the base volume under current 
law 1/,the new volume· of loans as a result of the income limit provi
sions 2/, and the conseq·uent subsidy and special allowance payments 
mider the :new rate provisions: 

... 
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1MIIAGt Gf D PROVtstOilS 'tO REIIfSURE STATES 1 .AMI ALLOW THEM TO RETAIN 30 PERC£N't bf' 
COllECTIONS: fi$0Al YEARS 1977-31 

f\)ollar amounts in millions] 

Fiscal year-

1977 1978 U79 1!180 1981 

Current law (reinsurance program): 
Obligations • ••• _ ·-- __________ ••• _. $74 $83 $93 $104 $117 
less collections • •••••••••••••••••• 8 10 12 15 18 

66 73 81 89 99 

H.R. 14070 (reinsurance program): 
Obligations • ..• ___ •••••• ----- ••••• 93 104 11$ 130 146 
Less collections• .................. 6 7 8 11 13 

TotaL •.•.......••••••••••••••• 87 97 108 119 133 

Increase due to H.R. 14070 (total) ....... 
Estimates lor student loan insuranee fund 

34 

r_equirements under current law (total). 159 166 
Esl1mates for Sll F under H.R. 14070 

165 160 152 

(total) ............................. 180 190 192 190 186 

' Exc.ept those with default rates over 7 percent 
z Estimates for fiscal years 1977 and 1978 are based on OE's preliminary pr<~posed fiscal year 1978 budget Fiscal years 

l979-8l are CBO estimates of future year obligations and collections. 
a New obligations equals 1.25 times obliptions under current law to reinsure at 100 percent. 
• New collections equals 0.7 times collections under current law. 

The second major cost component in this program is the insurance 
.fund which covers net default claims (default obligations less col
lections) under the federal insurance and reinsurance provisions. The 
federal government presently reinsures 80 percent of State Guar
antee .Agencies claims but under H.R. 14070 will increase its obliga
tions by 25 percent to fully reinsure all agencies except those with 
default rates over 7 percent (only two states with small programs are 
in this category) . On the collections side a provision in H.R. 14070 
allows state agencies to retain 30 percent of what they collect. The 
following table shows the estimated impact on insurance :fund re
quirements of these new provisions. These estimates do not include 
the marginal effect on future year default obligations of raising the 
income limits. 



COMBI!ttr~G BASEVOlUME WITH ftEW VOlUME FROM CHANGE 1ft SUBSIDY INCOME LIMIT: FISC#\l YEARS 1!71-81 

!Dollar amounts In million$) 

Fiscal year -

1977 1978 1979 1980 1981 

Base volume, in-sehool/grace ..••••••••• 
New volume outstanding, in-sehooVgrace. $4,~~ $4,363 

1,029 
$5,219 

1, 803 
$6,042 
1,939 

$6,769 
2,084 

Total volume, in-sehool/arace ••••• 4,412 5,392 7,022 7,981 8,853 

Base volume, in·repa~me~L- ••.•••..• ~ 1, 743 1, 741 1, 587 
New volume outstandmg,ln-repayment ........................................... . 1,~~ 

Total volume, in-repayment •••••• 
====:~====~====~~=========== Total volume, outstanding ________ 

Subsidy payments (at 7 percent of total 
in·school grace volume) ... ·-·-'····-·- 309 371 492 559 620 

Special allowance ratel(percent).--~--- 1.8 3.4 3.65 (3.9) (U) 
Special allowance payments (rate times 

total volume outstanding) ••••.•••.•••• 111 243 314 413 537 

Total, subsidies plus special 
allowance payments ••••••••• 420 620 806 972 1,157 

I Projections for future year loan volumes in the RUaranteed student loan rrogram were calcul.ated using a Joan modeL 
(operated by the program) incorporating an assumption of 7 .5-percent annua growth in average awards (based on growth 
in student charges). The results of this model are based on time-seriea analyses of historical program data •. 

• Based on CBO estimates of likelihood to borrow of newly eligible students. 
a Becomes tied to T·bill rate of fiscal year 1978 and beyond. Projections for 91-day T·bill rates are consistent with CBO 's 

Path C economic auumptions. 

The new advance provisions which would take effect in fiscal year 
1978 re:1-uire an authorization level of $12.5 million (as in present law) 
plus a ' sums such as necessary" clause for making advances to State 
Guarantee Agencies of $50,000 or 10 percent of loan paper which ma
tures during the prior fiscal year. These advances will last three years 
for states w1th active loan programs and five years for those who just 
establish a program. OE has only recently begun to collect matured 
paper data from the Guarantee Agencies. Last years figures show about 
$400 million maturing from all states which would mean an advance 
of about $40 million would have been required this year had these new 
provisions been in effect. Since the level of matured paper is fairly 
constant in states with ongoing programs we estimate that about $40 
million will be required for each of the years between fiscal year 1978-
fiscal year 1981. Data is not available which allow accurate estimation 
of how many states will begin new programs but even for those who 
do their matured paper volume will remain small for several years. 
At the outside perhaps an additional $5 million would be required. 
These estimates for the new advance provisions are highly tentative. 

The one percent administrative allowance provision which takes 
effect in fiscal year 1978 will cost between $11 and $14 million each 
year, roughly estimated. OGSL projections for new disburseme!lts 
made by State Guarantee Agencies under current law range from $1 50 
million in fiscal year 1978 to about $1 billion in fiscal year 1981. How
ever, raising the subsidy income limit to $25,000 will add about $350 
mi1lion in fiscal vear 1978 to about $440 million in fiscal year 1981 in 
new disbursements through State Guarantee Agencies. 

6. Cost comparison : Not available. 
7. Previous CBO estimate: Xot applicable. 

... 
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8 .. Estimate prepared by: Richard Wabnick (225--4745). 
9. Estimate approved by: 

C. G. NucKELS, 
(For James L. Blum, 

Assistant Director for Budget Analysis). 
Subsection (e), dealing with wo~k-study, will authorize no further 

oiluget authority or outlay authority, but would allow the realloca-. 
tion of up to $40 million among institutions ":ithin the ~tates wh~re 
the funds were ~riginally .allotted. That figu~e IS the ma:.nmum whiCh 
OE estin1ates Wlll be available for reallocation as of June 30, 1976, 
Some but it is not possible to estimate how much, of that can be 
realldcated even without this resolution. If the resolution is enacted, 
all of it can probably be utilized. . . . 

Subsection (f) of the resolut10~ lS not believed to ha!e a;ny ?ost 
implications to the taxpayer. It Wlll save some costs for mstitut10ns 
of postsecondary education. 

ADMINISTRATION VIEWS 

The Committee received the following letter from the Under
secretary of the Department of Health, Education and Welfare rela
tive to the provisions contained in House Joint Resolution 984. 

DEPART~IEN'l' 0}' HEAUTH, EDUCATH)N, ACS"D 'VELFARE, 
June 15,1916. 

Ron. CARL D. PERKINS, 
0 hairman, 0 ornmittee on E d!ucation and Lahm, H OWJe of RepreBenta

tivea, Washington, D.O. 
DEAR MR. CHAIRMAN: On June 11, persons from my staff and 

from the Office of Education met with Majority a:J?d Min~rity staf!' o:f 
the Committee on Education and Labor to explam certam techmcal 
problems which have arisen with regard to the Guaranteed Student 
Loan program, C<?llege Work-Study p~am, an.d the Basic Edu
cational Opportunity Grants program. This letter 1s to confirm those 
conversations. 

As you kno~ the entire Higher ~ducation Ac~ of _1965, as amende~, 
is due to expire on June 30. While the authonzation for appropn
ations :for most of the programs established under the Hi~her Edu
ca.tion Act has been extended through September 30 of this year by 
the government-wide authorization of appropriations for the transi
tion quarter, P.L. 94-144, the Department's General Counsel has 
determined that the statutory authority for the Office of Education 
to insure loans and to pay interest subsidies under the Guaranteed 
Student Loan program expires on June 30, 1976, with respect to 
those students who have not received such a loan prior to that time. w· e 
\mnld hope that legislation could be enlliCted to continue our author
ity to insure loans and to pay subsidies through September 30, 1976, 
by which time congressional action to extend the entire Higher Edu-
cation Act should have occurred. · 

We are also concerned with the effect of a provision of the Fiscal 
Year Transition Act, P.L. 94-274, on the College Work-Study (CWS) 

H. R~pt. 94-1281-2 
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program relating to the expenditure o£ unused FY 1975 CWS funds 
durmg the period from July 1, 1976, through September 30, 1977. 
Under title IV of the Higher Education Act of 1965, the Commis
sioner o£ Education is given the authority to reallot unused CWS 
program funds within each State. According to the statute, such 
realloted amounts shall remain available until the close of the fiscal 
year next succeeding the fiscal year for which appropriated. However, 
section 201 ( 13) of the Fiscal Year Transition Act designates the 
period from July 1, 1976, to September 30, 1976, as a separate fiscal 
year for purposes of the College Work-Study program. This provi
sion would have the effect of requiring the Commissioner of Educa
tion to make all reallotments not later than September 30, 1976. 

Institutions require several weeks after the end of the award period 
on June 30 to close out their books and to prepare the fiscal-operations 
report for the National Direct Student Loan, Supplemental Educa
tional Opportunity Grants and College Work-Study programs. There
fore, we have established a due date for the reports of August 31. 
Historically, by that date approximately 10 percent of the reports 
have not yet been received in the Office of Education and steps must 
be taken to obtain these late reports. After the actual unexpended 
authorizations have been identified and summarized by State, these 
summaries are provided to the Office of Education regional offices for 
their recommendation of supplemental awards for other institutions 
in the same State and transmittal of these amounts to Washington 
for preparation ol congressional announcements of awards, fund ob
ligation documents and award letters to an estimated 1,200 institu
tions. Because of the many steps which must occur between the initial 
receipt of reports and the ultimate issuance of supplemental awards, 
the reallocation of CWS funds for the 1976-1977 award period can
not be completed by September 30, 1976. Therefore, we would hope 
that legislation could be enacted which would clearly state that the 
period .of time from July 1, 1976, to September 30, 1976, would not 
he considered as a separate fiscal year for the purposes of the College 
Work-Study program. 

We have an additional concern with regard to the application of 
provisions of the Privacy Act to the operation of the Basic Educa
tional Opportunity Grants program. Institutions which undertake 
to distribute Basic Grant funds for the Office of Education do so as 
contractors rather than as grantees, thereby rendering them subiect 
to the requirements of the Privacy Act. This places additional burdens 
on institutions in processing applications and packaging student 
assistance. We propose that such institutions be considered grantees 
for this purpose. Such institutions would, of course, still be required 
to comply with the Family Educational Rights and Privacy Act. Our 
proposal would simply ease the administrative burden and treat insti
tutions participating in the Basic Grants program in the same manner 
as they are treated under the campus-based student aid programs. 

We are advised by the Office of Management and Budget that there 
would be no obiection to the presentation of these views from the 
standpoint of the Administration's program. 

Sincerely, 
MARJOillE LYNCH, 

VndeT 8eer"eta1"!j • 

.. 
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OveTsight 
Twelve days of oversight hearings ·were held on the Guaranteed 

Student Loan Program during the 93rd Congress, and a substantial 
portion of the hearings during the 94th Congress have also been de
voted to this subject, although not in the formal oversight framework. 
The Committee on Government Operations and the General Account
ing Office ha:ve also e~aJ?ined th~s program. _Since this legislation is a 
short e~tenswn of ex1stmg law, 1t does not mcorporate provisions to 
deal wit~ the problems identifie_d in the program. However, H.R. 
14070 whiCh was repor~ed from th1s Committee on .Tune 8,1976 (House 
Report 94-1232) does mcorporate new language which will deal with 
problems identified in the program. 
lnflationa?"!J impact 

The rules of the House require that each Committee Report contain 
~ statement ~f the legislation's "inflationary impact on prices and costs 
m the operatiOn of the national economy". 

The Impact of this bill results from the fact that it continues the 
cur.rent gua:rant~d stude~1t loan program for a three month period. 
This extensiOn will permit new students to borrow and will result in 
some federal outlays for the payment of interest to holders of student 
loan notes. These will, of course, be payments that will continue for a 
number of years after the loan is made. 

This extension is not expected to increase thtJ volume of loans made 
to students in the coming academic year. Thus its inflationary impact 
will be negligible. 
Section-by-section analysis 

Section 1 of House .Joint Resolution 984 provides that the resolution 
may be _cited as the "Emergency Technical Provisions Act of 1976." 
Su~secbon (a) o~ sect~on 2 amends section 424 (a) of the Higher Edu
catiOn Act ( settmg time and dollar limits on the amount of loans 
w~ich can be guaranteed by the Commissioner), by striking the ter
mmal date of June 30, 1975, and permitting Federal Joan insurance to 
be granted for up to $2 billion in loans made during the transitional 
quarter from .Tuly 1 to September 30, 1976. 

Subsection (b) of Section 2 allows the payment of interest subsidy 
benefits under Section 428 for loans made during the transitiomil 
quarter and in~ured by the Commissioner by State student loan pro
grams or by pnvate non-profit insurance agencies under existing pro
visions of the law. 

Subsection (c) <?£ Section 2 amends the En;ergency Insured Student 
~an Act by stnkmg the June 30, 1976 termmal date after which spe
Cia1 allowances can no longer be paid under that Act and nennitting 
such allo":'ances to be pai~ during tJ:e transitional qu~rter.L 

SubsectiOn (d) of sectiOn 2 provides that the automatic extension 
provisions of Section 414 of the General Education Provisions Act 
will not be deemed to authorize the extension of the amendments made 
by this resolution beyond the date specified in the resolution. 

Subsection (e) of section 2 provides that, for purposes of Section 
446(b) of the Higher Education Act of 1965, the transitional quarter 
and fiscal yeat ending on September 30, 1977 shall be considered 
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as one fiscal year, any other provisions of law to the· contrary 
notwithstanding. · 

Subsection (f) of section 2 adds a new subsection (c) to Section 411 
of the Higher Education Act, providing that any institution of higher 
education which enters into an agreement with the Commissioner to 
disburse to students attending that institution the amounts those 
students are entitled to receive under the Basic Educational Op
portunity Grant Program shall not be deemed, by virtue of that 
agreement, to be a contractor maintaining a system of records to 
accomplish a function of the Commissioner. 

CHANGES IN ExiSTING LAw MADE BY THE BILL, As REPORTED 

In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as re
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman) : 

HIGHER EDUCATION ACT OF 1965 

* * * 
TITLE IV-STUDENT ASSISTANCE 

PART A-GRANTS TO 8TunENTS IN ATTENDANCE AT INSTITUTIONS OF 
HIGHER EDUCATION 

* * * * * 
SUBPART 1-BAsic EDucATIONAL 0PPORTUNrrY GRANTs 

BASIC EDUCATIONAL OPPORTUNITY GRANTS: AMOUNT AND 
DETERMINATIONS i APPLICATIONS 

SEc. 411. (a) (1) The Commissioner shall, during the period begin
ning July 1, 1972, and ending June 30, 1975, pay to each student who 
h~s ~n accepted for enr?llment in, or is in good standing at, an in
shtutlO~ of hzgher ed~catwn ( acc?rdip.g 0 the prescribed standards, 
reg~lation~, and practices of t~at mstitutwn) for each academic year 
durmg whiCh that st?-dent IS .m attendance at that institution, as an 
UJ?-d~rgraduate, a .basic grant m the amount for which that student is 
ehg1ble, as ~etermmed pursuant to paragraph (2). 

(2) (A) (1) The amount of the basic grant for a student eligible 
under this subpart for any academic year shall be $1400 less an 
amount equal to the amount determined under paragraph (3) to be 
the expected family contribution with respect to tha,t student for that 
year. 

(ii) .In any case where a s~udent ~tten~s an institution of higher 
education on less t~an a full-t1me .bas1s durmg any academic year~ the 
amount 9f the bas1? grant to which that student is entitled shall be 
reduc~d m proport19n to t~e degree to which that student is not so 
a~tendmgo~ a full-tune bas1s, in accordance with a schedule of reduc
twns estabhshed by the ~mmissioner for the purposes of this division. 
Such schedule of reductwns shall be established by regulation and 

,. 
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published in the Federal Register not later than February 1 of each 
year. 

(B) (i) The amount of a basic grant to which a student is entitled 
under this subpart for any academic year shall not exceed 50 per cen'
tum of the actual cost of attendance at the institution at which the 
student is in attendance for that year. 

(ii) No basic grant under this subpart shall exceed the difference 
between the expected family contribution for a student and the actual 
cost of attendance at the institution at which that student is in at
tendance. If with respect to any student, it is determined that the 
amount of a basic grant plus the amount of the expected family con
tribution for that student exceeds the actual cost of attendance for 
that year, the amount of the basic grant shall be reduced until the· 
combmation of expected family contribution and the amount of the 
basic grant does not exceed the actual cost of attendance at such 
institution. 

(iii) No basic grant shall be awarded to a student under this sub
part if the ·amolmt of that grant for that student as determined under 
this paragraph for ·any academic year is less than $200. Pursuant to 
criteria established by the Commissioner by regulation, the institution 
of higher education at which a student is in attendance may award a 
basic grant of less than $200 upon a determination that the amount of 
the basic grant for that student is less than $200 because of the re
quirement of division (i) and that, due to exceptional cirClrmstances~ 
this reduced grant should be made in order to enable the student to 
benefit from postsecondary education. 

(iv) For the purpose of this subparagraph and subsection (b) the
term "actual cost of attendance" means, subject to regulations of the 
Commissioner, the actual per-student charges for tuition, fees, room 
and board (or expenses related to reasonable commuting), books, and 
an allowance for such other expenses as the Commissioner determines 
by regulation to be reasonably related to attendance at the institution 
at which the student is in attendance. 

(3) (A) (i) Not later than :February 1 of each year the Commis
sioner shall publish in the Federal Register a schedule of expected 
family contributions for the succeeding academic year for various 
levels of family income, which, except as is otherwise provided in divi
sion (ii), together with any amendments thereto, shall become effective 
July 1 of that year. During the thirty-day period following such pub
lication the Commissioner shall provide interested parties with an 
opportunity to present their views and make recommendations with 
respect to such schedule. 
. (ii) The schedule of expected family contributions required by 
division ( i) for each academic year shall be submitted to the President 
of the Senate and the Speaker of the House of Representatives not 
later than February 1 of that year. If either. the Senate or the House 
of Representatives adopts, prior to May 1 of such year, a resolution· of· 
disapproval of such schedule, the Commissioner shall publish a new 
schedule of expected family contributions in the Federal Register not 
later than fifteen days after the adoption of such resolution of dis
approval. Such new schedule shall take into consideration such recom
mendations as may be made in connection with such resolution and 
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;ghall become effective, together with any amendments thereto, on 
.July 1 of that vear. 
. (B) (i) For.the purposes of this paragraph and subsection (b),the 
term "family contribution" with respect to any student means the 
:amount which the family of that student may be reasonably expected 
to contribute toward his postsecondary education for the academic 
year for which the determination under subparagraph (A) of para
graph (2) is made, as determined in accordance with regulations. In 
promulgating such regulations, the Commissioner shall follow the 
basic criteria set forth in division ( ii) of this subparagraph. 

(ii) The basic criteria to be followed in promulgating regulations 
with respect to expected family contributions are as follows: 

(I) The amount of the effective income of the student or the 
effective family income of the student's family. 

(II) The number of dependents of the family of the student. 
(III) The number of dependents of the student's family who 

are in attendance in a program of postsecondary education and for 
whom the family may be reasonably expected to contribute for 
their postsecondary education. 

(IV) The amount of the assets of the student and those of the 
student's family. 

(V) Any miusual expenses of the student or his family, such 
as unusual medical expenses, and those which may arise from a 
catastrophe. 

(iii) For the purposes of clause (I) of division (ii), the term 
"effective family income" with respect to a student means the annual 
adjusted family income, as determined in accordance with regulations 
prescribed by the Commissioner, received by the parents or guardian 
of that student (or the person or persons having an equivalent rela
tionship to such student) minus Federal income tax paid or payable 
with respect to such income. 

( iv) In determining the expected family contribution with respect 
to any student, any amount paid under the Social Seeurity Aet to, or 
on account of, the student whieh would not be paid if he were not a 
student, and one-half any amount paid the student under chapters 34 
and 35 of title 38, United States Code, shall be considered as effective 
inemne for such student. 

(C) The Commissioner shall promulgate special regulations for 
determining the expected family contribution and effective family 
income of a student who is determined (pursuant to regulations of the 
Commissioner) to be independent of his parents or guardians (or the 
person or persons having an equivalent relationship to such student). 
Such special regulations shall be consistent with the basic criteria set 
forth in division ( ii) of subparagraph (B). 

( 4) (A) The period during which a student may receive basic grants 
shall be the period required for the completion of the undergraduate 
course of study being pursued by that student at the institution at 
which the student is in attendance, except that such period may not 
exceed four academic years unless--

( i) the student is pursuing a course of study leading to a first 
degree in a program of study which is designed by the institution 
offering it to extend over five academic years; or 

.. 
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(ii) the student is, or !Vii be, unable to comple~ a course of 
study within four academic years because of a reqmrement of. the 
institution of such course of study that .the student enroll m ;a 
noncredit remedial course of study; 

in either which case such period may be .extended for not more than 
one additional academic year. 

(B) For the purposes of clause (ii) of subparagraph (A), a. "non
-credit remedial course of study" is a course of study :for whiCh no 
credit is given toward an academic degree, and which is designed to 
increase the ability of the student to engage in an undergraduate 
course of study leading to such a degree. 

(b) (1) The Commissioner shall from time to time set dates b_y 
which students must file applications for basic grants under tlns 
subpart. 

(2) Each student desiring a basic grant for any year must file an 
application therefor containing such information and assurances ~s 
the Commissioner maY. deem necessary to enable him to carry out his 
:functions and responsibilities under this subpart. 

( 3) (A) Payments under this section shall be made in accordance 
·with regulations promulgated by th~ Commissioner for Sl!-ch p~rpose, 
in such manner as will best accomphsh the purposes of th1s sectH~n. 

(B) (i) If, during any period of any_fiscal J;ear, the ft~nds available 
for pavments under this subpart are Insufficient to satisfy fully all 
entitlei'nents under this subpart, the amonnt paid with respect to each 
such entitlemPnt shall be-

( I) in the case of any entitlement which exceeds $1,000, 75 per 
centum thereof; 

(II) in the case of any entitlement which exceeds $800 but does 
not exceed $1,000, 70 per centum thereof; 

(III) in the case of any entitlement which exceeds $600 but 
does not exceed $800, 65 per centum thereof; and 

(IV) in the case of any entitlement which does not exceed $600, 
50 per centum thereof. . 

(ii) if, during any period of any fiscal year, funds available for 
making payments under this subpart exceed the amount necessary to 
make the payments prescribe~l in division ( i) '·such exce~s shall be 
paid with respect to each entitlement under this subpart m pFopor
tion to the degree to which that entitlement is unsatisfied, after pay
ments are made pursuant to division (i). 

(iii) In the event that, at the time when payments are to be made 
pursuant to this subparagraph (B), funds available therefor are 
insufficient to pay the amounts set forth in division (i), th-e Commis
sioner shall pay with. respect to each entitlement an amount which 
bears the same ratio to the approp-riate amount set forth in division 
(i) as the tota-l amount of funds so available at such ;time for such 
payments bears to the amount necessary to pay the amounts indi~d 
in division '(i) in full. · 

(iv) No method of computing or manner of distribution <Of pay
ments under this subpart shall be used which is not consistent with 
this subparagraph. 
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(v) In no case shall a payment under this subparagraph be made if 
the amount of such payment after application of the provisions of this: 
subparagraph is less than $50. 

(C) (i) During any fiscal year in which the provisions of sub
paragraph (B) apply, a basic grant to any student shall not e.xcood 
50 per centum of the difference between the expected family contribu
tion for that student and the actual cost of attendance at the institution 
in which the student is enrolled, unless sums available for making 
payments under this subsection·for any fiscal yea.r equal more than 75 
per centum of the total amount to which all students are entitled 
under this subpart for that fiscal vear, in which case no basic grant 
shall exceed 60 per centum of such ~difference. 

(ii) The limitation set forth in division (i) shall, when applicable, 
be in lieu of the limitation set forth in subparagraph (B) (i) of sub
section (a)(2). 

( 4) No payments may be made on the basis of entitlements estab
lished. unde~ this subpart during any fiscal year ending prior to July 1, 
1975, m which-

( A) the appropriation for making grants under subpa1t 2 of 
this part does not at least equal $130,093,000; and 

(B) the appropriation for work-study payments under section 
441 of this title does not at least equal $237,400,000; and 

(C) the appropriation for capital contributions to student 
loan funds under part E of this title does not at least equaJ 
$286,000,000. 

(e) Any irtBtitution of higher education ctoldeh enters into an agree
ment 'with the O~ssioner to distmrse to students attendinq that 
irtBtitution the amounts those students are eligible to receive' under 
this subpart shall not be deemed, by virtue of such agreement, a con
tractor maintaining a system, of records to accmnplish a fuwtion of 
the Commissioner. 

* * * * * * 
SCOPE AND DURATION OF FEDERAL LOAN INSURANCE PROGRA~[ 

SEc. 424. (a) The total principal amount of new loans made and 
installments paid pursuant to lines of credit (as defined in section 
435) to students covered by Federal loan insurance under this part 
shall not exceed $1,400,000,000 for the fiscal year ending June 30, 1972~ 
$1,600,000,000 for the fiscal year June 30, 1973, $1,800,000,000 for the 
fiscal ye~r ending .June 30, 1974, and $2,000,000,000 each. for the fiscal 
year endmg June 30, 1975, for the fiscal year ending .June 30 1976 and 
for the period beginning l1~ly 1,1976, and ending Septemb~r 30, J976. 
Thereafter, Federal loan msurance pursuant to this part may be 
gra~ted only fo: loans made (or for loan installments paid purs'uant 
~ hues of cred1~) to enable students, who have obtained prior loans 
msured under ~h1s part, to continue or complete their educational pro
gram; but no msurance may be granted for any loan made or install
ment paid after June 30, 1979. 

* * * "' * * * 
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FF..DERAL PAYMENTS TO REDUCE STUDENT INTEREST COSTS 

SEc. 428. (a) (1) * * * 

* * * * * 
(5) The period referre~ to in subpar.agraphs (B) and (C) of para

;graph ( 1) of this subsection shall begm on the date of enactment, of 
this Act and end at the close of [June 30, 1975] September 30, 1976, 
-except that, in the case of a loan made or insured under a stu~eut 
loan or loan insurance program to enable a student who has obtamed 
;a prior loan made or insured .under such program to continue his 
.educational program, such period shall end at the close of June 30, 
1979. 

* * * * * 

EMERGENCY INSURED STUDENT LOAN ACT OF 1969 

* * * * * * 
INCENTIVE PAYMENTS ON INSURED STtiDEN"l' LOANS 

SEc. 2. (a) (1) * * * 

* * * * * * * 
(7) As used in this Act, the term '.'eligible loan" means a loan made 

<>n or after August 1, 1969, and pr1or to .[July 1, 1975] Oc~ober 1, 
1976 which is insured under title IV-B of the Higher EducatiOn Act 
<>f 1965, or made under a program covered by an agreement under 
.section428 (b) of such Act. 

• • • * * * * 
0 
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EMERGENCY TECHNICAL PROVISIONS ACT OF 1976 

Jv;n: 16, 1976.--0rdeFed to be printed 

.Mr. PELL, from the Committee on Labor and Public Welfare, 
submitted the following 

REPORT 
[To accompany S.J. Res. 203] 

The Committee on Labor and Public Welfare reports a.n ariginal 
bill to amend and extend certain sections of the Higher Education Act 
of 1965, and for other purposes, and recommends that the bill do pass. 

Legislation amending and extending the programs authorized by 
the Higher Education Act of 1965, as amended, (S. 2657) is currently 
pending in the Senate. However, due to the number of bills on the 
Senate calendar, it appears highly unlikely that such legislation will 
beeome law before its expiration on Jl'Jily 1, 1976. 

}'or most programs authorized by the Act, the delay in enactment 
6£ S. 2657, the EElucation Amendments of 1917:6, will not be crucial. 
Since these programs are on an annual funding cycle, a potential gap 
in their authorizatioM will have no programmatic effect. Other pro
grams have additional funds appropriated for their e<mduct €htring 
the transition quarter, so tl\teir administration: will continue urutffected. 

The same is not true of the Guaranteed Student Loan Program, 
howe·ver. The Commissio:Mr's authot'ity to insure new student loans 
mu$t. eontiJJ:ne on a day-to..day basis. Any interruption in that au· 
thority would cause chaos in thi\ Aeld. as banks and f>the:l:" lend'ing 
agenmes would not have sufficient certainty to continue t& make 
loans to students seeking them. The net result would be to shut down 
this massive program completely, without notice and during the an
nual periOO that its loa.n volume is tra<.tirtionaUy the highest. This is 
obviously unacceptable to all parties. · · 

The bill ltepol'ted by the· Committee would extend through Sep
trmber 30, 1976 the Commissioner's anthoritv to .insure new loans 
wnd the additional special allowance authorized by the Emergency 
Insured Student Loan Act of 1969. The provisions of section 414 {)f the 
General Education Provisions Act, relating to automatic extension 
of education legislation for an additional fiscal year, would expressly 
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not apply to this tl~ree-month exten~ion_. It ~s the Co~mittee's hope 
that the period of time covered by Ius brll w1ll be sufficient to enable 
the Congress to enact the Education Amendments of 1976, ma~ing 
substantive changes in the Guaranteed Loan Program, as well as m a 
number of other education programs. 

Subsection (e) of the Commi~tee bill would c~r!·ect what appears 
to be a technical error in the Fiscal Year Trans1t10n Act (P.L. 94--
271:) regarf}ing_ the College vyo_rk-Study Program. That recent legis
lation would make the Transition Quarter a fiscal year for the pur
poses of the 'Vork-Study Program. 

Under the vVork-Study legislation, the Commissioner of Educa
tion is assigned the responsibility of discretionary reallotme~t of un
used funds within each State. In addition, the .Joint Resolutwn mak
ing continuing appropriations for _fiscttl year 1976 provides .that the 
proO'ram's funds may be made available for three years. Tlus means 
that the unexpended portion of the fiscal year 1975 appropriation, 
available to "institutions of higher education for use in fiscal year 
1976, may be recovered and reallocated withi1_1 each State for use 
by institutions ~h_rough the 19!6-:1977 award penod. . 

If the Trans1tron Quarter IS mterpreted to be the eqmvalent of a 
fiscal year this would require the Commissioner to recover and re
allocate un~xpended funds wi~hin that three-:n:onth p~ri~d. T~e r:ro~ess 
is too lengthy and too complicated to be aclucved w1thm this hm1ted 
time-frame. 

The Office of Education has developed the following schedule for 
reallocation of unexpended College "\York-Study funds for the award 
period 1976-1917: · 

NuMBER Ol' INSTITUTIONS: EsTIMATED 1,200 · 

June 30, 1976-Close o:f fiscal year 1976. 
July 30, 1976-Application forms for reallocated funds cleared 

through the Office of Management and Budget. 
August 2, 1976-Distribution of fiscal-operations report forms to 

institutions. 
August 31, l976-Deadline. for submission of fiscal-operations reports 

to the Office of Education. 
October 1; i976-Application forms printed and distributed to all 

CWS participating institutions. 
November 15, 1976-Application :forms returned to regional offices. 
November 15, 1976-Determination of amount of unused CWS funds 

by State from fiscal operations reports completed and State sum
maries sent to regional offices. 

November 16, 1976-Request for reapportionment of unexpended au
thorizations submitted to OMB. 

December 13, 1976-Recommendations .for supplemental awards re
ceived :from regional offices. 

January 3, 1977-Deobligation of unused CWS funds from institu
tional accounts. 

January 4, 1977--'Reqt~es_t _for resymbolization of deobligated funds 
sent to the Budget DIVISIOn so that funds can be transferred into a 
current accounting number for reobligation. 
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Jan~1a_r~ 24; 1977-Re~eipt_ of Advice of Allotment from the Budget 
D1vis1on, whereby deobhgated funds are made available for reuse 
through the reallocation process. 

February 15, 1977-Fund obligation documents to the Finance Divi
sion (OE). 

March 1, 1977-A.nnouncement of CWS supplemental awards to Mem
bers of Congress. 

Ma_rch 4, 1971-CWS supplemental award letters mailed to institu
tions. 
Obviously, a schedule as complicated as the one outlined above can

n~t be ach1eve.d by_ the end of the Transition Quarter. I:f the Cmn
mittee _amendment IS not enacted. the net result will be the return of 
approxnnately $10 million i_n already appropriated. Work-Study fnnils 
to the Trea~ury. Students m need of financial aid vmuld be denied it. 
The Committee strongly believes that this denial was not intended bv 
th~ Congr~ss and that it must not happen. " 

::iub~ectwn (f) of the Committee bill seeks to clarify the intent of 
thePrrvacy Aet, S(,l that educational institutions who serve as payment 
agen.ts for the l?asiC Education~l.Opportunity Grant Program are not 
consi.dered subJect to the _proy1~1ons of section 552a ( m) of the Act, 
relatm~ to contractors m_an_J.tammg a system of records to accomplish 
n. fnnctwn of the C~mmiSSl~:mer. The Department of Health, Educa
tw!l: and "Welfare w_1ll co~tm1~e t? be subject to the provisions of the 
Prrvac.Y Act and w1ll ~namtam 1~s current adequate safeguards fo:t 
t~e rr1_vacy of ~·ecords .m the BasiC _Grant Prog~am. In addition, the 
Ji ~m1ly ~ducatwnal .~Ights and Pnvacy _Act will be unaffected, and· 
will co1_1tmue to l?ro-v:IUe .necessary protectiOn of student records in the-
po,s~esswn of ~he mst1tut10~ of higher education" . , · 

_lht; Comm1~tee has rece~ved a number of commtmications from in~ 
stitutwns .0~ h1gl~er educatiOn co!lcernin the additional and unneces
sa:ry: ad:'fliU.Istratwe burdens whiCh d be imposed upon them if 
~he _mst1tutions were deemed "contractors." Financial aid officers have 
md1cated that they would be una~le to cope with the additional p 
work ~nrd~ns. Unless the Comimttce ame!ldment is adopted, stu t 
finanCial n1d offices around the country will be thrown into· chaos 011 
July 1, 1976, when the Act's provisions become effective. 

The· am~ndment pr?posed by th? Committee has been endorsed bv 
t~1e Ame~·1ca,n .Coun~1l on Edncatron, the American Association of 
Commumty and. _Suni?~ Colleges, the American A.ssociation of State 
Colleges ~n~ Umversiti.es, the Association of American Universities, 
the. A~soc1atlon of Jesmt Colleges and Universities, the National As
soc~at~on of Indepe~~ent 9?lleges and Universities, the National As
S?CiatJon of S~ate Dmve!s1hes and "f:a~d-Grant Colleges, and the Na
tiOnal Cathohc Educatwnal AssoCiatiOn's College and University· 
Department. 

CosT EsTUIATES ON THE CoMMITI'EE Bu.L 

The Committee bill is merely a straight extension of the Guaranteed: 
Student Loan Program and the Emergency Insured Student Loan 
Act necessary to continue these authorities through the Transition 
Quart~r, or until f?. ~657, the Educ~t~on Amendments of 1976, is en
acted mto law. This IS not an unanticipated expense, as it is includedl 
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in the cost estimates on S~ 2657 prepared by the Congressi'Onal Budget 
Offiee :for the Report (No. 94-982) accompanying that legislati()l.l. 

The amendment relating to the Colle~ Work-Study funds h':8 no 
additi'Onal cost implications, since it relates to already~appropr~ated 
funds. 

T ABUMT.l'ON 0'1" VoTEs CAST IN CoMMITTEE 

Pursuant to Section 133 (b) of the Legislative Reorganization A~t 
of 1946, as amended, the following is a tabulation of votes cast m 
Committee: 

The Committee bill was unanimously ordered reported to the 
Senate. 

DEPARTMENTAL REPORTS 

The following communication was received from the Department 
of Health, Education, and vVelfare: 

DEPARTMENT oF HEALTH, EnucATION, AND vVELFARE, 
June 15, 1976. 

Hon. lL\RRISON A. "\VILLIAMS, Jr., 
Ohairmwn, Omnraittee on Labor and Public lVelfare, 
U.S. Senate, lV ashington, D.O. 

Dl<lAn Mn. CHAIRMAN: On Jane 11, persons from my staff and :from 
the Office of Educatian: met with Majority and Minority staff of the 
Subcommittee on Education of the Committee on Labor and Public 
'Velbre to explain certain technical problems which have arisen with 
regard to the Guaranteed ~tudent ~oan program, pollege 'York
Study program, and the Basre Educational Qpportumty Grants pro
O"ram. This letter is to oonfi:rm those conversations. 
"' As you know, the en· . er Educatio~ A<;_t of 1965, as am!"'n~ed, 
is due to expire on Jun Ile the authorization for appropriatiOns 
for most of the programs established under the Higher Edn~ation Act 
has been extended through September 30 of this year by the govern
ment-wide authorization of appropriations for the transition quarter, 
P.L. 94-144, the Department's G~neral Coun~l has ~etermined that 
the statutory authority for the O:liee of Education to msure loans and 
to pay interest subsid{es un~er the Guaranteed Student Loan program 
e;xpires on June 30, 1976, With respe;et to those stndf'nts who haVl": not 
received such a loan prior to that time. "\V e would hope that le~nsla
t.ioo oould be -enacted to continue our authority to insure loans and to 
pay subsi~es through Sep~ber ~' 1~76, by 'Yhich . time congres
sional action to extend the entire H1gher EducatiOn Act should have 
oceurred. · 

'Ve are aloo concerned wit.h the effect of a provision ('}f too Fiscal 
Year Transition Act, P.L. 94-274, on the College Work-Stl'K'ly (CW"S) 
program relati~g to· the expenditure of unused FY 1975 CWS funds 
rlnrinO' the period from .Tuly 1, 1976, through September 30, 1977. 
U nde; title IV of the Higher Education Act of 1965, the Commis-
1'-'ioner of Educa,tion is given the authority to reallot unused CWS pro
ttram funds within each State. According to the statute, such reallotk'd 
!ll'l'Wtmts shall remain available until the close of the fiscal· year next 
sncceedm.g the fiscal year for which appropriated. However, sectioo 
201 ( 13 t .of the Fiscal'Y ear Transition Act designates the period from 
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July 1, 1976, to September 30, 1976, as a separate fiscal year for pur
poses o:f the College ·work-Study program. This provision would 
have the effect of requiring the Commissioner of Education to make 
all reallotments not later than September 30, 1976. 

Institutions require several weeks after the end of the award period 
on June 30 to close out their books and to prepare the fiscal-operations 
report for the National Direct Student Loan, Supplemental Educa
tional Opportunity Grants and College "\Vork-Study programs. There
fore, we have established a due date :for the reports of August 31. 
Historically, by that date approximately 10 percent of the reports 
have not yet been received in the Office of Education and steps must 
be taken to obtain these late.reports. After the actual unexpended au
thorizations have been identified and summarized by State, these 
summaries are provided to the Office of Education regional offices for 
their recommendation of supplemental awards for other institutions 
in the same State, and transmittal of these amounts to "\V ashington 
for preptt.ra.tion of oongressional announcements of awards, fund ob
ligation documents and award letters to an estimated 1,~00 institu
tions. Because of the ma.ny steps which must occur between the initial 
receipt of reports and the ultimate issuance of supplemental awards, 
the reallocation of CWS funds for the 1976-1977 award period can
not be completed by. September 30, 1976. Therefore, we would hope 
that legislation cou!d be enacted which would clearly state that tlle 
period of time from July 1, 1976, to September 30, 1976, would not be 
considered as a separate fiscal year for the purposes of the College 
Work-Study program. 

'Ve have an additional concern with regard to the application of 
provisions of the Privacv Act to the operation of the Basic Educa
tional Opportunity Grands program. Institutions which undertake to 
distribute Basic Grant funds for the Office of Education do so as con
tractors rather than as grnntees, thereby rendering them subject to the 
requirements of the Privacy Act. This places additional burdens on 
institutions in processing applications and packaging student assist
ance. 'Ve propose that such institutions be considered grantees for this: 
purpose. Such institutions would, of course, still be required to comply 
with the Family Educational Rights and Privacy Act. Our proposal 
would simply ease the administrative burden and treat institutions 
participating on the Basic Grants program in the same manner as they 
are treated under the campus-based student aid programs. 

\Ve are advised by the Office of Management and Budget that there 
would be no objection to the ,r:resentation of these views from the stand
point of the Administration s program. 

Sincerely, 
l\IARJORTE I .. YNCH, 

Vnde7 Secretary. 

SECTIOX-BY-SECTION ANALYSIS 

Subsections (a) and (b) of section 2 of the Committee bill extend 
the Commissioner's authority to insure new student loans through the 
Transition Quarter, to September 30, 1976. Subsection (c) extends the 
provisions of the Emergency Thsured Student Loan Act of 1969 
through the same date. Subsection (d) makes it clear that the exten-
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sion is only for a three-month period, and that the provisions of section 
414 of the General Education Provisions Act, relating to contingent 
extension of education laws, do not apply. 

Snbsection (e) provides that, for the purpose of reallocating College 
'1\Vork-Study fnnds, the Transition Quarter and the period beginning 
<?ctober 1, 1976, and ending September 30, 1977, shall be treated as a 
.smgle fiscal year. 

Subsection (£) clarifies that institutions of higher education which 
have entered into an agreement with the Commissioner of Education 
to disburse funds under the Basic Educational Opportunity Grant 
Program shall not be deemed, by virtue to such agreement, to be "a 
contractor maintaining a system of records to accomplish a function 
of .the Commissioner, within the meaning of section 552a(rn) of the 
Pnvacy Act. 

CnANGES IN ExiSTING LAw 

In compliance with subsection ( 4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re
ported, are shown as follows (existing law proposed to· be omitted is 
enclosed in black brackets; new matter is printed in italic) : 

HIGHER EDUCATION ACT OF 1965 

* * * 
TITLE IV-S'l'UDENT ASSISTANCE 

PART A-GRA"'Ts TO STUDENTS IN ArrENDANCE AT I""STITUTIONS oF 
HIGHER EDUCATION 

STATJ<1MENTS OF PURPOSE j PROGRAM AUTHORIZATION 

401. (a) It is the purpose of this part, to assist in making avail-
1tble the benefits of postsecondary education to qualified students in 
institutions of higher education by-

( 1) providing basic educational opportunity grants (herein
after referred to as "basic grants") to all eligible students; 

(2) providing supplemental educational opportunity grants 
(hereinfater referred to as "supplemental grants") to those stu
dents of exceptional need ;vho, for lack of such a grant, would be 
unable to obtain the benefits of a postsecondary education; 

(3) providing for payments to the States to assist them in mak
ing financial aid available to such students; 

(4) providing for special programs and project::; designed (A) 
to identify and encourage qualified youths with financial or cul
tural need with a potential for postsecondary education, (B) to 
prepare students from low-income families for postsecondary edu
<:ation, and (C) to provide remedial (including remedhil lan
gna~e study) and other services to students; and 

( 5) providing assistance to institutions of higher education. 
(b) The Commissioner shall, in accordance with subparts 1, 2, 3, 

4 and 5, carry out programs to achieve the purposes of this part . 

.. 
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SUBPART 1-BASIC EDUCATIONAL OPPORTUNITY GRANTS 

BASIC EDUCATIONAL OPPORTUNITY GRANTS: AMOUNT AND 
DETERMINATIONS; AI'PLICATIONS 

SEc. 411. (a) (1) The Commissioner shall, durina the period begin
ning July 1, 1972, and ending June 30, 1975, pay t~ each student who 
h~s b?en accepted for enr?llment in, or is in good standing at, an in
stltutw;n of higher educatiOn (according to the prescribed standards 
re~latlon~, and practices o~ that institution) for each academic yea; 
durmg WhiCh that student JS in attendance at that institution as an 
ut;td~rgraduate, a basic grant in the amount for which that student is 
eligible, as. determined pursuant to paragraph (2). 

(2) (A~ (1) .The a:rr:ount of the basic grant for a student eligible 
under this subpart for any academic year shall be $1,400, less an 
amount equal to the amount determined under paraO'raph (3) to be 
the expected family contribution with respect to that ~tudent for that 
year. 

( ii) . In any case where a student attends an institution of higher 
educat1on on less than a full-time basis durinO' any academic year ~the 
amount of the .basic grant to which that student is entitled shail be 
reduce~ in proportion to the degree to which that student is not so 
a.ttendmg on a full-time basis, in accordance with a schedule of reduc
tions established by the Commissioner for the purposes of this division. 
Sue~ schedule of reductions shall be established by regulation and 
published in the Federal Register not later than February 1 of each 
year. 

(B) ( i ~ The amount of a basic grant to which a student is entitled 
under this subpart for anv academic year shall not exceed 50 per cen
tum of the actual cost of attendance at the institution at which the 
stu~~nt is in at~endance for that year. 

( n) No basic grant under this sub:(> art shall exceed the difference 
between the expected family contributiOn for a student and the actual 
cost of attenda;nce at the institution at which that student is in at
tendance. If Wl~h respect to any student, it is determined that the 
a~1om;t of a basic grant plus the amotmt of the expected family con
tribution for that student exceeds the actual cost of attendance for 
that yea~, the amount of the basic grant shall be reduced until the 
co~bmabon of expected family· contribution and the amount of the 
?asi.c g!'ant does not exceed the actual cost of attendance at such 
mshh1tlon. 

(ii~) No basic grant shall be .awarded to a student under this sub
pa.rt If the amount of that grant :for that student as determined under 
th!s ~amgrap~1 for any academic year is less than $200. Pursuant to 
cnte_nR estabhsh~d hy the Commissioner by regulation, the institution 
of l_ngher education a:t which a. student is in attendance may award a 
baSIC want Of less than $'200 upon a determination than the amount of 
th~ basic gran~ ~o~ that student is less than $200 because of the re
qn.nement of diVISion ( 1) and that, due to exceptional circumstances 
th1s reduced grant should be made in order to enable the student t~ 
benefit from postsecondary education. 
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( iv) For the purpose of this subparagraph and subsection (b) the 
term "actual cost of attendance" means, subject to regulations of the 
Commissionoc, the aotual per-student oharges for tuition, fees, room 
and board (or exptmses related to reasonable com~ut.ing), books, ~nd 
an allowance for such other expenses as the Commissioner 4ete~m1!1es 
by regulation to be reasonably related to attendance at the mst1tutwn 
at which the student is in attendance. 

(3) (A) (i) Not later than Februa;ry 1 of each year the Commis
sion~r shall J?Ubl!sh an the Federal ~egister a s~hedule of expe?:ec1. 
family c~ntr1butions far tpe succeed1~ academ!c year .for yari?~S 
levels of family income, whlC'h, except as IS otherwise prov1ded m di_vi
sion (ii), together with R!l-Y amend!flents the ret?, shall be~orne effective 
July 1 of that yea-r .. D.rmng the th1rty-~ay periOd f-oHow:~:~.g sue~ pub~ 
lication the Commissioner shall provide mteTested part1es with an 
opportunity to present their views and make recomn1endations with 
r•espect t0 such scheclru.le. , . . . . . 

( ii) The schedLule of expected family eontr~butlon~ 'require~ by 
diviswn (i) for each academic year shall be submitted to the Presx<ient 
of the Senate and the Spea.k~:n· of the House of RepreseFJ<tatives not 
later than Fe'br.lilary l·of that y.ea.r. If ;(lither tht'l Senate or tbe ~ouse 
of :Re.pr.e$entatives adapts, pd~r to May 1.of. such yea<r, a •:ves~lutmn of 
diswpproval ·of such schedu.le, the C(»l:tmlss~oner shrull'frubhs~ a new 
schedule '01! ex;pected fa:mHy :eontrilrmtiOJ?S in bhe Fede.ral ~g1ster n.ot 
later than fiftoon days a,fte~r tlne ad.opt~cm. of fll~h re~lut;:wn -of Gbs· 
lllpproval. Su.ch new schedtl!lle ~hall truke1~to co~s1dera.t10n sud~ recom
mendati<ims as may bs made m conneobon w1th such ,:uesohmt}(,)n and 
shall become effective, together with any amendments thereto, on. 
Jr uly 1 of that ~ar. · . . · . 

(B) (ii) For the purposes Q[ th1s paNtgr.aph allild subsection (b), the 
term "familv contribution~' with respect to any studem means the 
amount which the family of that student may b~ reaeonahly expect.:;d 
to contr.i'bute toward his pooteeoondary edueat10n foc the .academic 
year for w~~h the determin&~i® ~tnder subparag:r;a~h (A,) ~f para
graph (2) 1s mS!de, as .deter;ffill'lool m aooord~n'?e with regw1ations. In 
prlilmu~ating such reguht~H~n~, th~. Comm~ssfflner slutll foll0w the 
basic cntel"ja set for.th n:t dlVI&Ion. (n) of tins subpara~r3iph. . 

( ii) The basie criteria ,to ~ fullo:ved. in promul~ating .regulatiOns 
with ·res.rect te expected :family coa;r1b~t10~s are as foHows: 

(I) The ammmt of the e:tfecture meome of ~he student or 
.the e.f:iective family income of the student's fannly. 

(II) The number of dependents of the family o,f the ~udent. 
(III) The number of dependents of the students f~mily who 

are in attendance in a program .of postsecondary edueatiO~ and for 
whom the family may be 1·easonably expected ·to contr1bute for 
their postsecondary educa.tion. 

(IV) The amount of the assets of the student and those of the 
student's family. . . 

(V) Any unusual expenses of the stude~t or h1s fa!llllY~ such 
as unusual medical .expenses, and those wluch may arise from a 
catastrophe. . . . . ( · ·) th t 

(iii) For the purposes of clause (I) of diVISion · 11 , e ;erm 
"effective family income" with respect to a student me~.ns the am!ual 
adjusted family income, as determined in accordance with regulatiOns 

.. 
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prescribed by the Commissioner, received by the parents or guardian 
of that student (or the person or persons having an equivalent rela
tionship to such student) minus Federal income tax paid or payable 
with respect to sue~ income. . . . . 

( iv) In determinmg the expected f·amlly oontnbut10n w1th respect 
to any student any amount paid under the Social Security Act to, or 
on ilJCCOunt of 'the student which would not be paid if he were not a 
student, and due-half any amount paid the student ~der chapters.34 
and 35 of title 38, United Stwtes Code, shall be considered as effective 
income for such student. 

(C) The Commissioner shal.l promu~gat<; special regu~ations ~or 
determining the expected fam1ly. contr1but10n and effectl_ve fam1ly 
income of a student who is determmed (pursuant to regulations of the 
Commissioner) to be i?dependeD:t of his par~nts O!' guardians (or the 
~erson or persons havmg an eqmvale~t relatl?nship to s?ch ~tu4ent). 
;juch speCial regulations shall be consistent with the basic critena set 
forth in division (ii) of subparagraph (B). . . 

( 4) (A) The P.Briod d~ring which a studen~ may rccen·e basic grants 
shall be the period reqmred for the completiOn of the u~1de~gr9;duate 
course of study being pursued by that student at the u~stltutmn at 
which the student is m attendance, exc;ept that such permd may not 
exceed four academic years unless- . 

(i) the student is pursuing a ~ou~ of _study leadm~ to. a ~rst 
degree in a program of study whiCh IS designed by the mstltubon 
offering it to extend over five academic years; or 

(iii) the student is, or will be, unable to comple.te a course of 
study within :four academic years because of a reqmrement o~ the 
institution of such course of study that the student enroll m a 
noncredit remedial oourse of study; 

in either which case such period may be extended for not more than 
one additional academic year. 

(B) For the purposes of clause ( ii) of subparagraph (A), a. "non
credit remedial course of studv" is a course of study for which no 
credit is given toward an academic degree, and which is designed to 
increase the ability of the student to engage in ail m1dergraduate course 
of study leading to su~h. a degree. . . 

(b) ( 1) The Comimss10ner s~1all. from time ~o time set dates by 
which students must file apphcatwns for basic grants under th1s 
subpart. 

(2) Each student desiril_lg. a basic g:rant for .any year must file an 
application therefor contammg such mformatwn. and assurances ~s 
the Commissioner may deem necessary to enable him to carry out lns 
functions and responsibilities under this subpart. 

(3) (A) Payments under this section sha~l ~e made in accordance 
with regulations pro!llulgated by th~ CommissiOner for suph pu~pose, 
in such manner as will best accomphsh the purposes of this sect~on. 

(B) (i) If, during an~ period of any .fiscal Y.ear, the fu.nds available 
for payments under ~his subpart are msuffic1e_nt t? satisfy fully all 
entitlements under this subpart, the amount pa1d with respect to each 
such entitlement shall be-

(I) in the case of any entitlement which exceeds $1,000, 75 per 
centum thereof; . 

S.Rept.94-954----2 
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(II) in the case of any entitlement which exceeds $800 but does 
not exceed $1,000, '10 per centum thereof; 

(III) in the case of any entitlement which exceeds $600 but 
does not exceed $800, 65 per centum thereof; and 

(IV) in the case of any entitlement which does not exceed $600, 
'50 per centum thereof. 

(ii) If, during any period of any fiscal year, funds available for 
making pavments under this subpart exceed the amount necessary to 
make the payments prescribed in division (i), such excess shall be 
paid with respect to each entitlement under this subpart in propor
tion to the de$ree to which that entitlement is unsatisfied, after pay
ments are maa.e pursuant to division ( i). 

(iii) In the event that, at the time when payments are to be made 
pursuant to this subparagraph (B), funds available therefor are in
sufficient to pay the amounts set forth in division (i), the Commis
sioner shall pay with respect to each entitlement an amount. which 
bears the same ratio to the appropriate amount set forth in division 
(i) as the total amount of funds so available at such time for such 
payments bears to the amount necessary to pay the amounts indicated 
in division (i) in full. · 

(iv) No method of computing or manner of distribution of pay
ments under this subpart shall be used which is not consistent with 
this subparagraph. ·· 

( v) In no case shall a payment under this subparagraph be made if 
the amount of such payment after application of the provisions of this 
subpara~aph is less than $50. 

(C) (i) During any fiscal year in which the provisions of sub
paragraph (B) apply, a basic grant to any student shall not exceed 
50 per centum of the difference between the' Bxpected family contribu
tion for that student and the actual cost of attendance at the institution 
in which the student is enrolled, unless sums available for making 
payments under this subsection for any fiscal year equal more than 75 
per centum of the total amount to which all students are entitled 
under this subpart for that fiscal year, in which case no basic grant 
shall exceed 60 per centum of such difference. 

(ii) The limitation set forth in division (i) shall, when applicable, 
be in lieu of the limitation set forth in subparagraph (B) (1) of sub-
section (a) (2). · · 

(4) No payments may be made on the basis of entitlements estab
lished under this subpart during any fiscal year ending prior to July 1, 
19'15, in which-

( A) the appropriation for making grants under subpart 2 of 
this part does not at least equal $130,093,000 ; and 

(B) the appropriation for work-study pa·y· ments under section 
441 of this title does not at least equal $237.400,000; and 

(C) the appropriation for capital contributions to student 
loan funds under part E of this title does not at least equal 
$286,000,000. 

(a) Any institution of higher edJu..cation which enters into an agree
ment with the Oorwmissione7' to diibu7'se to students atteruling that in
stitution the amwunts those students a't'e eligible to reaeime Wnder this 
subpart shall 'lWt be deemed, by virtue of sttah agreement, a contractor 

.. 
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maintaining a system of 'l'ecords to accomplish, a fW'fl,()tion of the Com
missioner. 

* * * * * 
PART B.-FEDERAL, STATE, AND PRIVATE PRoGRAMS oF Low-INTEREST 

INSURED LoANS TO STUDENTS IN lNSTITU'riONS oF HmnER EDUCA

TION 1 

* * * * * * 
SCOPE AND DURATION OF FEDERAL J.OAN INSL'RA;ilWE PROORA~I 

SEc. 424. (a) The total principal amount of new loans made and 
installments paid pursuant to lines of cr~dit (as defined in ~ection 
435) to students covered by Federal loan insurance under thiS part 
shall not exceed $1,400,000r000 for the fiscal year ending June 30., 1972, 
$1,600,000,000 for the fiscal year ,Tune 30, 1973, $1,800,000,000 for the 
fiscal year ending June 30, 1974, .and $2,000,000,000 [forthe fiscal year 
ending June 30, 19'15] each .fo7' the fiscal year ending Jun_e 30,1975, for 
the fiscal yea'!' ending Jwne 30, 1976, and .for the penod beg~nnzng 
July 1, 1976 and ending Beptembe'l' 30, 1976. Thereafter, Federal loan 
insurance pursuant to this 'part may be granted only for loans made 
(or for loan installments paid pursuant to lines of credit) to enable 
students, who have obtained prior loans insured under this part, to 
continue or complete their educational progtam; but no insurance may 
be granted for any loan m. ade or in. stallment paid after J un~ 3~, 1979. 

(b) The Commissioner rriay, if be finds it necessary to do so m o~der 
to. ~ure an eq~1itable distribution. of t~e ben~pt~ of this ;part, assign, 
w1thm the maximum amounts specified m subt:ieebon (a), Federal loan 
insurance quotas applicable to eligible lenders, or to States or areas, 
and may from time to time reassign unused portions of these quotas. 

* * * * * * * 
FEDERAL PA Y:MENTS TO REDUCE STUDENT INTEREST COSTS 

SEC. 428. (a) (1) Each student who has received a loan for study at 
an eligible institution-

( A) which is insured by the Commissioner under this part; 
(B) which was made under a State stud.ent loan program 

(meeting criteria prescribed by the Commissioner) , and which 
was contracted for, and paid to the student, within the period 
specified by paragraph ( 5) ; or 

(C) which is insured under a program of a State or of a non
profit private institution or organization which was contracted 
for, .and paid to the student, within the period specified in para
graph ( 5), and which-

(i) in the case of a loan insured prior to July 1, 196'1, was 
made by an eligible lender and is insured under a program 
which meets the requirements of subparagraph (E) of sub
section (b) (1) and provides that repayment of such loan 
shall be in installments beginning not earlier than sixty days 
after the student ceases to pursue a course of study (as de-
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sc~~ed !n ~ubf.!aragraph (D) of subsection (b) (1)) at an 
eh~1ble mst1tutwn, or 
. (ii) in the case of a loan insured after June 30, 1967, is 
msured under a program covered by an agreement made pur
su~t to subseetion (b), 

shall be entitled to have paid on his behalf and for his account to 
t~1e holder of ~he loan a portion of the interest on such loan at the 
tune of exequt10n of the note or written agreement evidencing such 
loan under circumstances described in paragraph (2). 

(2) (A) Each student qualifying for a portion of an interest pay-
ment under paragraph (1) shall---' 

. (i) h;:tve provi?-ed to the lender a statement from the eligible 
mstitut1~n, at w.lu~h the student ~as been accepted for enrollment, 
or at w~Ich.he ~s m att~ndance m good standing (as determined 
by such mstltut10n), which-

( I). sets forth such student's estimated costs of attendance· 
and ' 

(II) sets forth such student's estimated financial assist
ance; and · 

(ii) meet the reqUirements of subparagraph (B). 
(B) For the.:purpOSef3 of clause (ii) o£ subparagraph (A), a stu

dent. shall .qualify for a 'J:()rtion of an interest payment under para
graph (1) If such students adjusted family income-

(i) is. less than $15,ooo; and-
i I) the amount of such loan would not cause the total 

amount ~f the student's loans insured by the Commissioner 
l~ndel," this P!trt !>r by !1 State or nonprofit private institu
. tion or organ1~at10n ~hich has an ag:eement under subsection 
(b) to exceed $2,000 In any academ1c year, or its equivalent 
or ' 

(II) the amoun~ of Sl_lchloan would cause the total amounts 
of the loans descnbed m clause. (I) of this su~paragraph of 
tha~ student t9 excee~ ~2,009 m. any academ1c year or its 
eqmvalent, and the eligible mst1tut10n has provided with 
respeqt t? the· amount of such loan~. in excess of $2,000, the 
lender w1th a statement recommendmg the amount of such 
excess· or . 

. ( ii) is equ~l to or greate~ th~n $15,000, and the eligible institu
tu.m h~s prov~ded the lender with a statement evidencing a deter
nunatiOn o£ need and recommending a loan. in the amount of such 
need. . . · 

(C) ~or the pu~es o! paragraph (1) and this paragraph-
(~) a stude1:1ts est1ma~e4 cost of attendance means, for the 

penod for which the loan 1s sought, the tuition and fees appli
cablE.> to such student together with the institution's estimate of 
o.ther. expefl:ses reasonably related i:Q. attendance a such institu
tion, mcludmg, bu~ not limited to, the cost of room and board 
rea~~mahlc commutmg costs, and costs for books· ' 

(~1) a stud~nt's estima~ed financial assistande means, for the 
period. for,v.hJ:ch .the loan Is sought, the amount of assistance such 
stude1~~ vnll re~mve under parts A, C, and E of this title plus 
other scholarship, grant, or loan assistance; ' 

.. 
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(iii) the term "eligible institution" when used with respect to 
a student is the eligible institution at which the student has been 
accepted for enrollment or, in the case of a student who is in 
attendance at such an institution is in good standing (as deter
mined by such institution) ; 

( iv) the determination or need and the amount of a loan 
recommended by an eligible institution undf'r subparagraph 
(B) ( ii) and the amount of loans in excess of $2,000 recommended 
by an eligible institution under subparagraph (B) (i) (II) with 
respect to- a student shall be dete.rmined by subtracting from the 
estimated cost of attendance at such institution the total of the 
expecte_d family contribution with respect to such student (as 
determmed by means other than one formulated by the Commis
sioner under subpart 1 of part A of this title) plus any other 
resources or student financial assistance reasonably available to 
such student. 

(D) In addition, the Commissioner shall pay an administrative 
co~t allowa~ce i~ the amount established by paragx:aph (3) (B) of 
tlus subsectiOn with respect to loans to any .student without regard to 
the borrower's need. For the purposes of this paragraph, the adjusted 
family incom~ o~ a st~dent shall be det.ermined pursuant to regulations 
of the CommiSSioner m effect at the time of the execution of the note 
o~· written agreement evidencing the loan. Such reg·nlations shall pro
VIde for takmg into account such factors, includmg family size, as 
the Commissioner deems appropriate. In the absence of fraud by the 
lender, such determination of the need of a student under this para
gr.ap~l shall be final insofar as it concerns the obligation of the Com
misswner to pay the holder of a loan a portion of the interest on 
the loan. 

(3) (A) The portion of the interest on a loan which a student is en
title to have paid on his behalf a;nd for his account to the holder of the 
loan pursuant to paragraph (1) of this subsection shall be equal to 
the tot&l amount of the interest on the unpaid principal amount of the 
ioan which accrues prior to the beginning of the repayment period of 
the loan, or which accmes durin~ a period in which principal need not 
be paid (whether or not such principal is in fact paid) by reason of a 
provision described in subsection (e) of this section or in section 
427(a) (2) (C); but such portion or the inteerst on a loan shall not 
exceed, for any period, the amount of the interest on that loan which is 
payable by the mudent after taking into consideration the amount of 
any interest ·on that loan which the student is entitled to have paid on 
his behalf, for that period under any State or private loan insurance 
prog.ram. The holder of a lo!ln wi~h respect to which payments are 
reqmred to be made under this sectiOn shall be deemed to have a con
tractual ri~ht, as against the United States, to receive from the Com
missioner the portion of interest which has been so determined A.nd 
the administrative cost allowance payable under this subsection. The 
Commissioner shall pay this portion of the interest and administra
tive cost allowance to the holder of the loan on behalf of and for the 
a.ccon1_1t of the b&rrower at ~uch times as may be specified in ·reg-ula
tions 1~ foTce when the apphc~ble agreement entered into pursuant to 
subsectiOn (b) was made, or If the loan was made by a State or is 
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1nsured under a program which is not covered by such an agreement, 
:at such times as may be specified in regulations in force at the time 
the loan was paid to the student. 

(B) If (i) a State student loan insurance program is covered by an 
·ngreement under subsection (b), ( ii) a statute of such State limits 
the interest rate on loans insured by such program to a rate which is 
Jess than 7 per centum per annum on the unpaid princi;pal balance, and 
(iii) the Commissioner determines that section 428 (d) does not make 
such statutory limitation inapplicable and that such statutory limita
.tion threatens to impede the carrying out of the purposes of this part, 
then he may pay an administrative cost allowance to the holder of each 
loan ·which is insured under suchprogram and which is made during 
the period beginning on the sixtieth day after the date of enactment of 
the Highed Education Amendments of 1968 and ending 120 days after 
ihe adjournment of such State's first regular legislative session which 
adjourns after J anuarv 1, 1969. Such administrative cost allowance 
shall be paid over the term of the loan in an amount per annum (de
termined by the Commissioner) which shall not exceed 1 per centum 
of the unpaid principal balance of the loan. . . 

( 4) Each holder of a loan with respect to which payments of inter
est or of administrative cost allowances are required to be made by the 
Commissioner shall submit to the Commissioner, at such time or times 
;and in such manner as he may prescribe, statements containing such 
information as may be required by or pursuant to regulation :for the 
purpose of enabling the Commissioner to determine the amount of the 
payment which he must make with respect to that loan. 

(5) The period referred to in subparagraphs (B) and (C) of para
graph ( 1) of this subsection shall begin on the date of enactment of 
this Act and end at the close of [June 30, 1975] September 30, 1976, 
except that, in the case of a loan made or insured under a student loan 
or loan insurance program to enable a student who has obtained a 
prior loan made or insured under such program to continue his edu
cational program, such period shall end at the close of June 30, 1979. 

(6) No payment may be made under this section with respect to 
the interest on a loan made from a student loan fund established under 
title II of the National Defense Education A.ct of 1958. 

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

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

( A) authorizes the insurance of not less than $1,000 nor more 
than $2,500, (except in those cases where the Commissioner deter
mines, pursuant to regulations prescribed by him, that a higher 
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amount is warranted in order to carry: out tl~e purpose_:> ?f this 
part with respeet to students engaged m. spec~ahzed tramm~ r~
q uiring exceptionally high cosf':s of educat;on) m.loans to any mdl
vidual student in any academic year ~r :ts eqmval~nt ~as. deter
mined under regulations of the CommiSSlOJ!-er), whiCh ~Imit shall 
not be deemed exceeded by a line of cred1t under winch .actual 
payments by the lender to the borrmye~ will not be :nade m any 
such year in excess of s~ch a.rur~1al hm1t; and provides t!1at ~he 
ag:gregatP insnrPd unpaid prmmpal amount o~ all such msu~ed 
loans made to any student shall not at any tnne exceed $7,a00 
in the case o£ any student who has successfully. completed a pro
gram of undergraduate education, and $10,000 m the case.of any 
h-racluate o'r professional student (as defined .by re~latwns of 
the Commissioner and including any loans which are msurt?d by 
the Commissioner under this part or by a St~te. or nonprofit msti
tution or oro-anization with which the Comrmss10ner has an agree
ment under'"' this part made to such person before he became a 
graduate or professional student) ; . . . 

(B) authorizes the i~surance of loans to any md1_v1dual student 
for at least six academic years of study or thmr eqUivalent (as de-
termined under regulations o:f the Cotnmissioner) ; . . 

(C) provides that (i) the student borrower shall be ent;tled to 
accelerate without penalty the whole ~r ,any part ~f an ~nsured 
loan, ( ii) ex<:e:pt as provided in subsection (e) of th1s sectiOn, the 
period of any msured loan may not exc~ed fi:fte~n years from the 
date of execution of the note or other written evidence of the loan, 
and (iii) the ~o~e or othe!' written evidenc~ of any loan may con
tain such proviSIOns relatmg: to repayment m the.event of default 
by the borrower as may be .authorized by regul~tlons o! the Com
missioner in effect at the tune such note or wntten evidence was 
executed; . h 

(D) subject to paragraphs (C) and (K) ?f th1_s paragr:xp 
and except as provided by subsectiOn (e) of this sectiOn, prov1des 
that repa:y'lllertt of loans shall be in insmllments over a period of 
not less than five years nor more than ten years begininng not 
rarlier than nine months nor later than one yf.'ar af~r.the ~tu~ent 
('rases to pursue a full-time course of stll~Y at an eh:;pble mshtu
tion, exception that if the progl'a;m. pro~de~ for the msurance of 
loans for part-time study at ehg1ble .mstltutlons .the progr~m 
shall pro""ide that such repayment per1od shall begm not earher 
than nine months nor later than one year after the student ceases 
to carry at an eligible institution a.t least one-J;alf. the. normal full
tinw academic workload as determmed by the msbtut10n; 

(E) authorizes interest on the unpaid balance of the loan at. a 
vearlv rate not in excess of 7 per centum per annum on the unpaid 
iwincipal balance of the loan (exclusive of any premium for in-
suranee which may be passed on to the borrower) ; . . . 

(F) insures not less than 80 per centum of the unpa1d prmc1pal 
of loans insured under the program:. . . 

(G) does not provide for collection of an excessive Insurance 
premium; 
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(H) provides that the benefits of the loan insurance proo-ram 
will not ~ denied any student who is eligible for interest be~efits 
under ~ectwn 428(a) (1) and (2) except in the case of loans made 
by an mstr~Imentality of a State or eligible institution; 

(I) provides that a student may obtain insurance under the 
progra~ for a loan for any year of study at an eligible institution; 

( J) m _the ca~ _of a State program, provides that such State 
program 1s admm1_stered_ by; a s~ngle State agency, or by one or 
more nonprofit pnvate mstltutwns or organizations under the 
supervision of a single State agency· 

(~) provides that the total of 'th~ payments by a borrower 
dunng any year of any repayment period with respect to the 
~ggregate amou~t of all loa.J?-S to that borrower which are (i) 
1!1-sured under th~s part, or ( n) made by a State or the Commis
siOner under sectiOn 428(a) (1) (B) or 433, respectively, shall not 
?e less than $360 or the balance of all such loans (together with 
mterest thereon), whichever amount is less· and 

(L ). provi~es that periodic installments' of principal need not 
b~ paidl but u~terest shall accrue and be paid during any period 
(I) dunng whwh the borrower is pursuing a full-time course of 
stu~y at al?- eligible institution, (ii) not in ex~ss of three years 
dunng whiCh the borro'W'er is a member of the Armed Forces of 
the United States, (iii) not in excess of three years during which 
the borro~er is iJ?- service as a volunteer under the Peace Corps 
Act, ox: (~v) not. m excess of three years during which the bor
rower IS m servwe as a full-time volunteer under title VIII of 
the Economic Opportunity Act of 1964. 

(2) Such an agreement shall-
(A) J?rovide that th~ h~lder of any such loan will be required 

to submit to the CommiSSioner, at such time or times and in such 
n~anner as he may ~rescribe, statements containing such informa
tion as may ~e reqmred by. or. pursuant to regulation for the pur
pose of enablmg the CommH!Sloner to determine the amount of the 
paymen~ which he must make with respect to that loan· 

(B) mclude. 1m~h other provisions. as may be nece~ary to pro
tect the financ~al mte~est of_ the Umted States and promote the 
purposes of this part, mcludmg such provisions as may be necrs
sary f<?r ~he purpose of section 437, and as are agreed to by the 
9oiJ?-mi~swner and the State or nonprofit private organization or 
mstitutwn, ~s the case m:'y be; and 

.(9) provrd~ for makmg such reports in such form and con
t~mi!lg such mforrna~ion as _the Commi~ioner may reasonably 
reqmre to carry out h1s functiOn under th1s part and for keepino
s~ICh records and for affording such access thereto as the Commis'":: 
swner may find necessary to assure the correctness and verification 
of such reports. 

. (c) ( 1) The Commissioner may e~1ter i~1to. a ~uaranty agreenwnt 
w~th an:y State or any nonprofit private mstrtutwn or organization 
wrth whrcl;t h_e has an agreement pursuant to subsection (b), whereby 
the Comn;n~siOner shall undertake to reimburse it, under s1ICh terms 
and conditions as he may establish, _in. an !Lmount equal to 80 per
cen~um. of ~he amount ex~ended ~y It m discharge of its insurance 
obhgatwn, mcurred under Its loan msurance program, with respect to 

.. 
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losses (resulting from the default of the student borrower) on the un
paid balance of the principal (other than interest added to principal) 
of any insured. loan with respect to which a pzyrtion of the interest (A) 
is payable by the Commissioner under subsection (a) ; or (B) would be 
Jmyable under su-ch subsection but for the borrower's lack of need. 

( 2) The guar&nty agreement-
(A) shall set worth such administrative and fiscal procedures as 

may be n€cessB.ry to protect the United States from the risk of un
reasonable loss thereunder, to insure proper and efficient admin
istration <Yf the }oan insurance pv0gram, and to assure that due 
diligence will be exercised in the collection of loans insured under 
the program; 

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

(C) shall set worth adequate assurance that, with respect to so 
much of any loon insured under the loan insurance progra:m as 
may be guaranteed by the Commissioner pursuant to this sub
section, the undertaking of the Commissioner under the guaranty 
agreement is acceptable in full satisfaction of State law or regu
lation requiring the maintenance of a reserve; 

(D) shall provide that if, after the Commissioner has made 
payment _under th~ gua~anty agreement pursuant to paragraph 
( 1) of this subsectiOn with respect to any loan, any payments are 
made in discharge of the obligation incurred by the borrower with 
respect to such loan (iRCluding any payments of interest accruing 
on such loan after such payment by the Commissioner), there shall 
be paid over to the Commissioner (for deposit in the fund estab
lished by section 431) such proportion of the amounts of such 
payments as is determined (in: accordance with regulations pre
scribed by the Commissioner) to represent his equitable share 
thereof, but shall not otherwise provide for subrogation of the 
United States to the rights of any insurance beneficiary: Pro
vided, That, except as the Commissioner may otherwise by or 
pursuant to regulation provide, amounts so paid by a borrower on 
such a loan shall be first applied in reduction of principal owing 
on such loan; and 

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

(3) To the extent provided in regulations of the C0mmissioner, 
a guaranty agreement under this subsection may contain provisions 
which permit such :forbearance for the benefit of the student borrower 
as may be agreed upon by the parties to an insured loan and approved 
by the insurer. 

( 4) For purposes of this subsection, the terms "insurance benefi
ciary" and "default" shall have the. meanings assigned to them by 
section 430 (e). 

( 5) In the case of any guaranty agreement entered into prior to 
September 1, 1969. with a State or nonprofit private institution or 
organization with which the Commissioner has in effect on that date 
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an agreement pursuant to subsection (b) of this section, or section 
9(b) of the ~ational Vocational Student Loau Insurance Act of 
19657 made prior to the date of enactment of this subsection, the Com
misslOner may, in accordance with the terms of this subsection, under
take to guarantee loans described in paragraph (1) which are insured 
by such State, institution, or organization and are outstanding on the 
date of execution of the guaranty agreement, but only with respect to 
defaults occurring after the execution of such guaranty agreement or, 
if later, after its effective date. 

(d) No provision of any law of the United States (other than 
sections 427(a} (2) (D) and 427(b) of this Act) or of any State (other 
than a statute applicable principally to such State's student loan in
surance program) which limits the rate or amount of interest payable 
on loans shall apply to a loan-

(1) which hears interest (exclusive of any premium for insur
ance) on the unpaid principal balance at a rate not in excess of 7 
per centum per annum, and . · 

(2) which is insured (A) by the United States under this part, 
or (B) by a State or nonprofit private institution or organization 
under a program covered by au agreement made pursuant to sub
section (b) ofthis section. 

El\~ERGENCY INSURED STUDENT LoAN AcT OF 19G9 

(P.L. 91.c..95) 

A."'l ACT To authorize special allowances for lenders with respect to insured 
student loans under title IV-B of the Higher Education Act of 1005 when 
necessaTy in the light of economic conditions in order to assure that students 
will have reasonable access to such loans for financing their education, and to 
increase the authorizations for certain other student assi:stance programs 

Be it enacted by the Senate and House ofRepresentatives of the 
United States of America in Congress assmrwled, That this Act may 
be cited as the "Emergency Insurecl Student Loan Act of 1969". 

INCENTIVE PAY::IfENTS ON INSi:mED STUDENT LOANS 

SEc. 2. (a) (1) 1\rhenever the'Secretary of Health, Education, and 
Welfare determines that the limitations on interest or other condi
tions (or both) applicable under part B of title IV of the Higher 
Education Act of 1965 (Public Law 89-329) to student loans eligible 
for insurance by the Commissioner of Education or under a State or 
nonprofit private insurance program covered by an agreement under 
sectiOn ~28 (b) ?~ such Act, consid~red in the light of the then current 
economic conditiOns and m particular the revelaut money market, 
are impending or threatening to impede the carrying out of the pur
poses of such part B and have caused the return to holders of such 
loans to he less than equitable, he is hereby authorized, by regulation 
applicable to a. thre-:-mouth period specified therein, to prescribe 
(after consultatiOn With the Secretary of the Treasury and the heads 
of other approprh11te agencies) a special allowancr to br paid by the 
Commissioner of Education to each holder of .an eligible loan or loans. 
The amount of sm~h allowance to any holder with respect to such 

... 

I 

r 
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period shall be a percentage, specified in .such regul~tion, ?f tl~e aver
aO"e unpaid balance of disbursed principal (not mcluchng mter:est 
added to principal) of all er ible loans held by t.he such holder du~·1.ng 
such period, which balance be computed m a manner speCih~d 
in such regulation; but no such percentage shall be set ttt a rate m 
excess of 3 per centum per annum. 

(2) A determination p~rsua~t to para~aph (1) .rna! ,be made 
the Secretary of Health, EducatiOn, and '' elfare,, on a uatwnal, re
gional, or o(her approp~·iate basis and the regulat1?n~ ba~ed t~:~~eon 
may, accordmgly, set d1ffereng allowance ~at~s for ~hfTmeut 1 e,wr~s 
or other areas or classifications of lenders, \Yithm the hnnt of the luaxi-
mum rate set forth in paragraph ( 1). . . . . .., 

(3) For each three-month penod with respec~ to wluch ~he i:lecre
tarv of Health, Education, and vV cl:fare pre~;cr1bes a specml allow
ance the determination required by paragraph ( 1) shall be made, ~nd 
the percentage rate applicable thereto shall be set) by pro~nulgat10n 
Of a new .reo-ulation or bv amendment to a regulation applicable to a 

1:> . ~ 

prior period or periods. . 
( 4) The special allowance es!abhshed for any such three-.:nonth 

prriod shall be payable at such time, afte~ the close of such perwd, ~s 
may be specified by or pursuant to regulatwn~ promulgated under- th~s 
Act. The holder of a loan with respect to whiCh any such allo':'nnce 1s 
to be paid shall be deemed to have a contractual right, n;s ~gnmst the 
United States, to receive such allowance from t~e Comm1sswn~1". 

( 5) Each regulation or amendment,. prescnbed under th1s Act, 
which establishes a special all.owancc w1th respect .to a tlu~e-month 
period specified in the r~gulat10n or ~mendment shall, notwithstand
ing seotion 505 of the H1gher Ed:ucatiOn Ame!ldments of. 19~8, apJ?lY 
to the three-month period imme~rately .rrece~mg the per1od m ":luch 
such recrulatiou or amrndment IS pubhshed In the Federal RPg1ster, 
except that the first such regula~ion may be l!l~de effecti.ve as. of 
August. 1, 1969, and notwitq.standmg other proviSI?ns of tlns s~ctwn 
requiring a three-month penod, may be made effective for a penod of 
less than three months. 

(6) (A) The Secretary of Health,, Education, and Welfare shall 
determine, with respect to the student msnred loan program as author
ized under part B of title IV of the J~igher Edn~ati~n ..t\ct o_f 19(;5 a_nd 
this Act. whether there are any practicrs of lendmg mshtntwm; 'vhwh 
may result in discrimination. against particular c]as~\S Or Categories. Of 
stndrnts includinO' the reqmremE'nt that as a cond1hon to the rece1pt 
of a loa;1 the student or his family maintain a business relationship 
with the lender, the consequences of :::uch require~nent, and the JW<1C

tice of refusing. to ma~m loans ~o s~n~E'nt~ for their fre~lunan year of 
study, and also mcludmg any discr1mmat10n on the basis of sex. co]~n', 
creed, or national origin. The Se,crrtary shall make a rrport With 
respect to such determination. and his recommendations, to the Con-
gress on or before March 1, 1970. . . . 

(B) If, rtfter ma.king such determm.nt.IOu, the Secretary fin~s that. I.n 
anv area. a substantial number of eh::.nble students are demed a fair 
opportunity to obtain an insured s!nde:'t !oan because o~ :prac~ices ?f 
len din~? institutions in the area winch lmut student particlpatiOn, ( 1) 
he shall take such steps as may be appropriate, after consultation with 
the appropriate State guarantee a.gencies and the Advisory Council on 
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Financial Aid to Students, relating to such practices and to encourage 
the development in such area of a plan to increase the availability of 
financial assistance opportunities for such students, and ( ii) he shall, 
within sixty days after making such determination, adopt or amend 
appropriate regulations pertaining to the student insured loan pro
gram to prevent, where practicable, and practices which he finds have 
denied loans to a substantial number of students. 

(7) As used in this Act, the term "eligible loan" means a loan made l 
on or after August 1, 1969, and prior to [July 1, 1975] October 1, 1976 
which is insured under title IV-B of the Higher Education Act of 
1965, or made under a program covered by an agreement under section 
428 (b) of such Act. 

(b) The Commissioner of Education shall pay the holder of an 
eligible loan, at such time or times as are specified in regulations, a spe
cial allowance prescribed pursuant to subsection (a), subject to the 
condition that such holder shall submit to the Commissioner, at such 
time or times and in such manner as he may deem proper, such infor
mation as may be required by regulation for the purpose of enabling 
the Secretary of Health, Education, and Welfare and the Commis
sioner to carry out their functions under this Act and to carry out the 
purposes of this Act. 

(c) (1) There are hereby anthorizt>d to be appropriated for special 
allowances as authorized by this section not to exceed $20,000,000 for 
the fiscal year ending June 30, 1970, $40,000,000 :for the fiscal year 
ending June 30, 1971, and for succeeding fiscal years such sums as may 
be necessary. . 

(2) Sums available for expenditure pursuant to appropriations 
made :for the fiscal year ending ,June 30~ 1969, under section 421 (b} 
(other than clause ( 1) thereof) of the Higher Education Act of 1965 
shall be availaMe for payment of special allowances under this Act. 
The authorization in paragraph {1) shall be reduced bv the amount 
made available pursuant to this parag1~aph. • 

0 

, 



S. J. Res. 203 

Rinr~~rourth Q:ongrrss of thr ilnitrd ~tatrs of 2lmrrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January; 
one thousand nine hundred and seventy·six 

joint Resolution 
To amend the Higher Education Act of 1965, and for other purposes. 

Resol1'ed by the Senate and H(ntSe of Representatives of the United 
States of Anwrica in Omtgress assen~Med, That this joint resolution 
may be cited as the "Emergency Technical Provisions Act of 1976". 

SEo. 2. (a) The first sentence of section 424 (a) of the Higher Edu
cation Act of 1965 is amended by striking out "for the fiscal year end
ing June 30, 1975" and inserting in lieu thereof the following: "each 
for the fiscal year ending June 30, 1975, for the fiscal year ending 
.Tune 30, 1976, and for the period beginning July 1, 1976, and ending 
Se~Jtember 30, 1976". 

(b) Section 428 (a) ( 5) of such Act is amended by striking out 
"June 30, 1975" and inserting in lieu thereof "September 30, 1976". 

(c) Section 2 (a) (7) of the Emergency Insured Student Loan Act 
of 1969 is amended by striking out "July 1, 1975" and inserting in 
lieu thereof "October 1, 1976". 

(d) The amendments made by this section shall not be deemed to 
authorize the automatic extension of the programs so amended, under 
section 414 of the General Education Provisions Act, beyond the date 
specified in such amendments. 

(e) For the purposes of section 446(b) of the Higher Education 
Act of 1965, the period beginning July L 1976, and ending Septem
ber 30, 1977, shall be treated as one fiscal year, any other provision of 
law to the contrary notwithstanding. 

(f) Section 411 of the Higher Education Act o£ 1965 is amended by 
inserting at the end thereof the following new subsection: 

" (c) Any institution of higher educatiOn which enters into an agree
ment with the Commissioner to disburse to students attending that in
stitution the amounts those students are eligible to receive under this 
subpart shall not be deemed, by virtue of such agreement, a contractor 
maintaining a system of records to accomplish a function of the Com
missioner.". 

Speaker of the House of Representatwes. 

Vice President of the United States and 
President of the Senate. 

' 



JUDe 22' 1976 

Dear Mr. DiJ'ector: 

The f'ollalt1D8 billa were rece1Yed at the llllte 
Howse 011 Jw.e 22Dd: 

S.J • . Rea. 203 
s. ]11 
a. ~7 

Plase let tbe Preald•t haft reporte aDd 
~t1oae as to the approw.l ~ these 
blUe as aoon as paulltt.. 

Robert n. L!Dder 
Ol1et Brecut1Ye Clerk 

The Boaal'llble J8M8 T. ~ 
D1Netor 
ot.t1ee ot Mlma8-t and BuiJpt 
WuhiDstca, D.C. 

, 




