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paragraph (1) [amending this section] shall be effective
as if enacted on October 30, 2004, and the amendment
made by paragraph (2) [amending provisions set out as
a note under section 1078-10 of this title] shall be effec-
tive as if enacted on October 1, 2005.”’

Pub. L. 109-171, title VIII, §8013(d)(2), Feb. 8, 2006, 120
Stat. 167, provided that: ‘“The amendments made by
subsections (a) and (c) of this section [amending this
section and provisions set out as a note under section
1078-10 of this title] shall be effective as if the amend-
ments made in subsections (b) and (c) of section 2 of the
Second Higher Education Extension Act of 2005 [Pub. L.
109-150, amending this section and provisions set out as
a note under section 1078-10 of this title] had not been
enacted.”

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-150, §2(d), Dec. 30, 2005, 119 Stat. 2884, pro-
vided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and provisions set out as notes under sections
1001 and 1078-10 of this title] are effective upon enact-
ment [Dec. 30, 2005].

‘(2) EXCEPTION.—The amendment made by subsection
(c)(1) [amending provisions set out as a note under sec-
tion 1078-10 of this title] shall take effect as if enacted
on October 1, 2005.”

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106-170, title IV, §409(b), Dec. 17, 1999, 113 Stat.
1916, provided that: ¢‘Subparagraph (I) of section
438(b)(2) of the Higher Education Act of 1965 (20 U.S.C.
1087-1(b)(2)) as added by subsection (a) of this section
shall apply with respect to any payment pursuant to
such section with respect to any 3-month period begin-
ning on or after January 1, 2000, for loans for which the
first disbursement is made after such date.”

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by section 416(b)(1) and (3) of Pub. L.
105-244 applicable with respect to any loan made, in-
sured, or guaranteed under this part for which the first
disbursement is made on or after Oct. 1, 1998, and before
July 1, 2003, except that such amendment is applicable
with respect to any loan made under section 1078-3 of
this title for which application is received by an eligi-
ble lender on or after Oct. 1, 1998, and before July 1,
2003, see section 416(c) of Pub. L. 105-244, set out as a
note under section 1077a of this title.

Amendment by section 433(a)-(c) of Pub. L. 105-244 ef-
fective Oct. 1, 1998, except as otherwise provided in Pub.
L. 105244, see section 3 of Pub. L. 105244, set out as a
note under section 1001 of this title.

Pub. L. 105-244, title IV, §433(d)(2), Oct. 7, 1998, 112
Stat. 1711, provided that: ‘“The amendment made by
paragraph (1) [amending this section] shall be effective
as of the date the plan required by section 438(e)(1)
[subsec. (e)(1) of this section] (as such section was in ef-
fect prior to such amendment) was approved by the
Secretary or the Governor (whichever was the case). No
Authority shall have a right or cause of action against
the Secretary for any amounts paid to or offset by the
Secretary pursuant to a final settlement agreement en-
tered into prior to July 1, 1998, resolving any audit or
program review findings alleging violations of any pro-
vision of section 438(e) (as in effect prior to such
amendment).”

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by section 4102(a) of Pub. L. 103-66 effec-
tive July 1, 1994, see section 4102(d) of Pub. L. 103-66, set
out as a note under section 1078 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 applicable with re-
spect to loans for which first disbursement is made on
or after Oct. 1, 1992, see section 432(a)(13) of Pub. L.
102-325, set out as a note under section 1078 of this title.
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EFFECTIVE DATE OF 1987 AMENDMENT

Amendment by Pub. L. 100-50 effective as if enacted
as part of the Higher Education Amendments of 1986,
Pub. L. 99498, see section 27 of Pub. L. 100-50, set out
as a note under section 1001 of this title.

EFFECTIVE DATE

Section effective Oct. 17, 1986, with subsec. (b) of this
section effective with respect to loans disbursed on or
after 30 days after Oct. 17, 1986, or made to cover the
costs of instruction for periods of enrollment beginning
on or after 30 days after Oct. 17, 1986, and subsec. (d) of
this section effective 30 days after Oct. 17, 1986, see sec-
tion 402(b) of Pub. L. 99-498, set out as a note under sec-
tion 1071 of this title.

§ 1087-2. Student Loan Marketing Association
(a) Purpose

The Congress hereby declares that it is the
purpose of this section (1) to establish a private
corporation which will be financed by private
capital and which will serve as a secondary mar-
ket and warehousing facility for student loans,
including loans which are insured by the Sec-
retary under this part or by a guaranty agency,
and which will provide liquidity for student loan
investments; (2) in order to facilitate secured
transactions involving student loans, to provide
for perfection of security interests in student
loans either through the taking of possession or
by notice filing; and (3) to assure nationwide the
establishment of adequate loan insurance pro-
grams for students, to provide for an additional
program of loan insurance to be covered by
agreements with the Secretary.

(b) Establishment
(1) In general

There is hereby created a body corporate to
be known as the Student Loan Marketing As-
sociation (hereinafter referred to as the ‘‘Asso-
ciation’). The Association shall have succes-
sion until dissolved. It shall maintain its prin-
cipal office in the District of Columbia and
shall be deemed, for purposes of venue and ju-
risdiction in civil actions, to be a resident and
citizen thereof. Offices may be established by
the Association in such other place or places
as it may deem necessary or appropriate for
the conduct of its business.

(2) Exemption from State and local taxes

The Association, including its franchise,
capital, reserves, surplus, mortgages, or other
security holdings, and income shall be exempt
from all taxation now or hereafter imposed by
any State, territory, possession, Common-
wealth, or dependency of the United States, or
by the District of Columbia, or by any county,
municipality, or local taxing authority, except
that any real property of the Association shall
be subject to State, territorial, county, munic-
ipal, or local taxation to the same extent ac-
cording to its value as other real property is
taxed.

(3) Appropriations authorized for establish-
ment

There is hereby authorized to be appro-
priated to the Secretary $5,000,000 for making
advances for the purpose of helping to estab-
lish the Association. Such advances shall be
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repaid within such period as the Secretary
may deem to be appropriate in light of the ma-
turity and solvency of the Association. Such
advances shall bear interest at a rate not less
than (A) a rate determined by the Secretary of
the Treasury taking into consideration the
current average market yield on outstanding
marketable obligations of the United States
with remaining period to maturity comparable
to the maturity of such advances, adjusted to
the nearest one-eighth of 1 percent, plus (B) an
allowance adequate in the judgment of the
Secretary to cover administrative costs and
probable losses. Repayments of such advances
shall be deposited into miscellaneous receipts
of the Treasury.

(c) Board of Directors

(1) Composition of Board; Chairman

(A) The Association shall have a Board of
Directors which shall consist of 21 persons, 7 of
whom shall be appointed by the President and
shall be representative of the general public.
The remaining 14 directors shall be elected by
the common stockholders of the Association
entitled to vote pursuant to subsection (f).
Commencing with the annual shareholders
meeting to be held in 1993—

(i) 7 of the elected directors shall be affili-
ated with an eligible institution; and

(ii) 7 of the elected directors shall be affili-
ated with an eligible lender.

(B) The President shall designate 1 of the di-
rectors to serve as Chairman.

(2) Terms of appointed and elected members

The directors appointed by the President
shall serve at the pleasure of the President
and until their successors have been appointed
and have qualified. The remaining directors
shall each be elected for a term ending on the
date of the next annual meeting of the com-
mon stockholders of the Association, and shall
serve until their successors have been elected
and have qualified. Any appointive seat on the
Board which becomes vacant shall be filled by
appointment of the President. Any elective
seat on the Board which becomes vacant after
the annual election of the directors shall be
filled by the Board, but only for the unexpired
portion of the term.

(3) Affiliated members

For the purpose of this subsection, the ref-
erences to a director ‘‘affiliated with the eligi-
ble institution” or a director ‘‘affiliated with
an eligible lender” means an individual who is,
or within 5 years of election to the Board has
been, an employee, officer, director, or similar
official of—

(A) an eligible institution or an eligible
lender;

(B) an association whose members consist
primarily of eligible institutions or eligible
lenders; or

(C) a State agency, authority, instrumen-
tality, commission, or similar institution,
the primary purpose of which relates to edu-
cational matters or banking matters.

(4) Meetings and functions of the Board

The Board of Directors shall meet at the call
of its Chairman, but at least semiannually.

TITLE 20—EDUCATION

§1087-2

The Board shall determine the general policies
which shall govern the operations of the Asso-
ciation. The Chairman of the Board shall, with
the approval of the Board, select, appoint, and
compensate qualified persons to fill the offices
as may be provided for in the bylaws, with
such functions, powers, and duties as may be
prescribed by the bylaws or by the Board of
Directors, and such persons shall be the offi-
cers of the Association and shall discharge all
such functions, powers, and duties.

(d) Authority of Association

(1) In general

The Association is authorized, subject to the
provisions of this section—

(A) pursuant to commitments or otherwise
to make advances on the security of, pur-
chase, or repurchase, service, sell or resell,
offer participations, or pooled interests or
otherwise deal in, at prices and on terms and
conditions determined by the Association,
student loans which are insured by the Sec-
retary under this part or by a guaranty
agency;

(B) to buy, sell, hold, underwrite, and
otherwise deal in obligations, if such obliga-
tions are issued, for the purpose of making
or purchasing insured loans, by a guaranty
agency or by an eligible lender in a State de-
scribed in section 1085(d)(1)(D) or (F) of this
title;

(C) to buy, sell, hold, insure, underwrite,
and otherwise deal in obligations issued for
the purpose of financing or refinancing the
construction, reconstruction, renovation,
improvement, or purchase at institutions of
higher education of any of the following fa-
cilities (including the underlying property)
and materials (including related equipment,
instrumentation, and furnishings) at an eli-
gible institution of higher education:

(i) educational and training facilities;

(ii) housing for students and faculties,
dining halls, student unions, and facilities
specifically designed to promote fitness
and health for students, faculty, and staff
or for physical education courses; and

(iii) library facilities, including the ac-
quisition of library materials at institu-
tions of higher education;

except that not more than 30 percent of the
value of transactions entered into under this
subparagraph shall involve transactions of
the types described in clause (ii);

(D) to undertake a program of loan insur-
ance pursuant to agreements with the Sec-
retary under section 1078 of this title, and
except with respect to loans under sub-
section (0) of this section or under section
1078-3 of this title, the Secretary may enter
into an agreement with the Association for
such purpose only if the Secretary deter-
mines that (i) eligible borrowers are seeking
and unable to obtain loans under this part,
and (ii) no guaranty agency is capable of or
willing to provide a program of loan insur-
ance for such borrowers; and

(E) to undertake any other activity which
the Board of Directors of the Association de-
termines to be in furtherance of the pro-
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grams of insured student loans authorized
under this part or will otherwise support the
credit needs of students, except that—

(i) in carrying out all such activities the
purpose shall always be to provide second-
ary market and other support for lending
programs offered by other organizations
and not to replace or compete with such
other programs;

(ii) nothing in this subparagraph (E)
shall be deemed to authorize the Associa-
tion to acquire, own, operate, or control
any bank, savings and loan association,
savings bank or credit union; and

(iii) not later than 30 days prior to the
initial implementation of a program
undertaken pursuant to this subparagraph
(E), the Association shall advise the Chair-
man and the Ranking Member on the Com-
mittee on Labor and Human Resources of
the Senate and the Chairman and the
Ranking Member of the Committee on
Education and Labor of the House of Rep-
resentatives in writing of its plans to offer
such program and shall provide informa-
tion relating to the general terms and con-
ditions of such program.

The Association is further authorized to un-
dertake any activity with regard to student
loans which are not insured or guaranteed as
provided for in this subsection as it may un-
dertake with regard to insured or guaranteed
student loans. Any warehousing advance made
on the security of such loans shall be subject
to the provisions of paragraph (3) of this sub-
section to the same extent as a warehousing
advance made on the security of insured loans.

(2) Warehousing advances

Any warehousing advance made under para-
graph (1)(A) of this subsection shall be made
on the security of (A) insured loans, (B) mar-
ketable obligations and securities issued,
guaranteed, or insured by, the United States,
or for which the full faith and credit of the
United States is pledged for the repayment of
principal and interest thereof, or (C) market-
able obligations issued, guaranteed, or insured
by any agency, instrumentality, or corpora-
tion of the United States for which the credit
of such agency, instrumentality, or corpora-
tion is pledged for the repayment of principal
and interest thereof, in an amount equal to
the amount of such advance. The proceeds of
any such advance secured by insured loans
shall either be invested in additional insured
loans or the lender shall provide assurances to
the Association that during the period of the
borrowing it will maintain a level of insured
loans in its portfolio not less than the aggre-
gate outstanding balance of such loans held at
the time of the borrowing. The proceeds from
any such advance secured by collateral de-
scribed in clauses (B) and (C) shall be invested
in additional insured student loans.

(3) Perfection of security interests in student
loans

Notwithstanding the provisions of any State

law to the contrary, including the Uniform
Commercial Code as in effect in any State, a
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security interest in insured student loans cre-
ated on behalf of the Association or any eligi-
ble lender as defined in section 1085(a) of this
title may be perfected either through the tak-
ing of possession of such loans or by the filing
of notice of such security interest in such
loans in the manner provided by such State
law for perfection of security interests in ac-
counts.

(4) Form of securities

Securities issued pursuant to the offering of
participations or pooled interests under para-
graph (1) of this subsection may be in the form
of debt obligations, or trust certificates of
beneficial ownership, or both. Student loans
set aside pursuant to the offering of participa-
tions or pooled interests shall at all times be
adequate to ensure the timely principal and
interest payments on such securities.

(5) Restrictions on facilities and housing activi-
ties

Not less than 75 percent of the aggregate
dollar amount of obligations bought, sold,
held, insured, underwritten, and otherwise
supported in accordance with the authority
contained in paragraph (1)(C) shall be obliga-
tions which are listed by a nationally recog-
nized statistical rating organization at a rat-
ing below the second highest rating of such or-
ganization.

(e) Advances to lenders that do not discriminate

The Association, pursuant to such criteria as
the Board of Directors may prescribe, shall
make advances on security or purchase student
loans pursuant to subsection (d) only after the
Association is assured that the lender (1) does
not discriminate by pattern or practice against
any particular class or category of students by
requiring that, as a condition to the receipt of a
loan, the student or his family maintain a busi-
ness relationship with the lender, except that
this clause shall not apply in the case of a loan
made by a credit union, savings and loan asso-
ciation, mutual savings bank, institution of
higher education, or any other lender with less
than $75,000,000 in deposits, and (2) does not dis-
criminate on the basis of race, sex, color, creed,
or national origin.

(f) Stock of the Association

(1) Voting common stock

The Association shall have voting common
stock having such par value as may be fixed
by its Board of Directors from time to time.
Each share of voting common stock shall be
entitled to one vote with rights of cumulative
voting at all elections of directors.

(2) Number of shares; transferability

The maximum number of shares of voting
common stock that the Association may issue
and have outstanding at any one time shall be
fixed by the Board of Directors from time to
time. Any voting common stock issued shall
be fully transferable, except that, as to the As-
sociation, it shall be transferred only on the
books of the Association.

(3) Dividends

To the extent that net income is earned and

realized, subject to subsection (g)(2), dividends
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may be declared on voting common stock by
the Board of Directors. Such dividends as may
be declared by the Board of Directors shall be
paid to the holders of outstanding shares of
voting common stock, except that no such
dividends shall be payable with respect to any
share which has been called for redemption
past the effective date of such call.

(4) Single class of voting common stock

As of the effective date of the Higher Edu-
cation Amendments of 1992, all of the pre-
viously authorized shares of voting common
stock and nonvoting common stock of the As-
sociation shall be converted to shares of a sin-
gle class of voting common stock on a share-
for-share basis, without any further action on
the part of the Association or any holder.
Each outstanding certificate for voting or
nonvoting common stock shall evidence own-
ership of the same number of shares of voting
stock into which it is converted. All preexist-
ing rights and obligations with respect to any
class of common stock of the Association shall
be deemed to be rights and obligations with
respect to such converted shares.

(g) Preferred stock
(1) Authority of Board

The Association is authorized to issue non-
voting preferred stock having such par value
as may be fixed by its Board of Directors from
time to time. Any preferred share issued shall
be freely transferable, except that, as to the
Association, it shall be transferred only on the
books of the Association.

(2) Rights of preferred stock

The holders of the preferred shares shall be
entitled to such rate of cumulative dividends
and such shares shall be subject to such re-
demption or other conversion provisions as
may be provided for at the time of issuance.
No dividends shall be payable on any share of
common stock at any time when any dividend
is due on any share of preferred stock and has
not been paid.

(3) Preference on termination of business

In the event of any liquidation, dissolution,
or winding up of the Association’s business,
the holders of the preferred shares shall be
paid in full at par value thereof, plus all ac-
crued dividends, before the holders of the com-
mon shares receive any payment.

(h) Debt obligations

(1) Approval by Secretaries of Education and
the Treasury

The Association is authorized with the ap-
proval of the Secretary of Education and the
Secretary of the Treasury to issue and have
outstanding obligations having such matu-
rities and bearing such rate or rates of inter-
est as may be determined by the Association.
The authority of the Secretary of Education
to approve the issuance of such obligations is
limited to obligations issued by the Associa-
tion and guaranteed by the Secretary pursu-
ant to paragraph (2) of this subsection. Such
obligations may be redeemable at the option
of the Association before maturity in such
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manner as may be stipulated therein. The Sec-
retary of the Treasury may not direct as a
condition of his approval that any such issu-
ance of obligations by the Association be made
or sold to the Federal Financing Bank. To the
extent that the average outstanding amount
of the obligations owned by the Association
pursuant to the authority contained in sub-
section (d)(1)(B) and (C) of this section and as
to which the income is exempt from taxation
under title 26 does not exceed the average
stockholders’ equity of the Association, the
interest on obligations issued under this para-
graph shall not be deemed to be interest on in-
debtedness incurred or continued to purchase
or carry obligations for the purpose of section
265 of title 26.

(2) Guarantee of debt

The Secretary is authorized, prior to Octo-
ber 1, 1984, to guarantee payment when due of
principal and interest on obligations issued by
the Association in an aggregate amount deter-
mined by the Secretary in consultation with
the Secretary of the Treasury. Nothing in this
section shall be construed so as to authorize
the Secretary of Education or the Secretary of
the Treasury to limit, control, or constrain
programs of the Association or support of the
Guaranteed Student Loan Program by the As-
sociation.

(3) Borrowing authority to meet guarantee ob-
ligations

To enable the Secretary to discharge his re-
sponsibilities under guarantees issued by him,
he is authorized to issue to the Secretary of
the Treasury notes or other obligations in
such forms and denominations, bearing such
maturities, and subject to such terms and con-
ditions, as may be prescribed by the Secretary
with the approval of the Secretary of the
Treasury. Such notes or other obligations
shall bear interest at a rate determined by the
Secretary of the Treasury, taking into consid-
eration the current average market yield on
outstanding marketable obligations of the
United States of comparable maturities during
the months preceding the issuance of the
notes or other obligations. The Secretary of
the Treasury is authorized and directed to pur-
chase any notes and other obligations issued
hereunder and for that purpose he is author-
ized to use as a public debt transaction the
proceeds from the sale of any securities issued
under chapter 31 of title 31, and the purposes
for which securities may be issued under that
chapter are extended to include any purchase
of such notes and obligations. The Secretary
of the Treasury may at any time sell any of
the notes or other obligations acquired by him
under this subsection. All redemptions, pur-
chases, and sales by the Secretary of the
Treasury of such notes or other obligations
shall be treated as public debt transactions of
the United States. There is authorized to be
appropriated to the Secretary such sums as
may be necessary to pay the principal and in-
terest on the notes or obligations issued by
him to the Secretary of the Treasury.
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(4) Action on request for guarantees

Upon receipt of a request from the Associa-
tion under this subsection requiring approvals
by the Secretary of Education or the Sec-
retary of the Treasury, the Secretary of Edu-
cation or the Secretary of the Treasury shall
act promptly either to grant approval or to ad-
vise the Association of the reasons for with-
holding approval. In no case shall such an ap-
proval be withheld for a period longer than 60
days unless, prior to the end of such period,
the Secretary of Education and the Secretary
of the Treasury submit to the Congress a de-
tailed explanation of reasons for doing so.

(5) Authority of Treasury to purchase debt

The Secretary of the Treasury is authorized
to purchase any obligations issued by the As-
sociation pursuant to this subsection as now
or hereafter in force, and for such purpose the
Secretary of the Treasury is authorized to use
as a public debt transaction the proceeds of
the sale of any securities hereafter issued
under chapter 31 of title 31, as now or here-
after in force, and the purposes for which secu-
rities may be issued under chapter 31 of title
31, as now or hereafter in force are extended to
include such purchases. The Secretary of the
Treasury shall not at any time purchase any
obligations under this subsection if such pur-
chase would increase the aggregate principal
amount of his then outstanding holdings of
such obligations under this subsection to an
amount greater than $1,000,000,000. Each pur-
chase of obligations by the Secretary of the
Treasury under this subsection shall be upon
such terms and conditions as to yield a return
at a rate determined by the Secretary of the
Treasury, taking into consideration the cur-
rent average rate on outstanding marketable
obligations of the United States of comparable
maturities as of the last day of the month pre-
ceding the making of such purchase. The Sec-
retary of the Treasury may, at any time, sell,
upon such terms and conditions and at such
price or prices as he shall determine, any of
the obligations acquired by him under this
subsection. All redemptions, purchases, and
sales by the Secretary of the Treasury of such
obligations under this subsection shall be
treated as public debt transactions of the
United States.

(6) Sale of debt to Federal Financing Bank

Notwithstanding any other provision of law
the Association is authorized to sell or issue
obligations on the security of student loans,
the payment of interest or principal of which
has at any time been guaranteed under section
1078 or 1079 of this title, to the Federal Financ-
ing Bank.

(7) Offset fee

(A) The Association shall pay to the Sec-
retary, on a monthly basis, an offset fee cal-
culated on an annual basis in an amount equal
to 0.30 percent of the principal amount of each
loan made, insured or guaranteed under this
part that the Association holds (except for
loans made pursuant to section 1078-3 of this
title, subsection (0), or subsection (q)) and
that was acquired on or after August 10, 1993.
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(B) If the Secretary determines that the As-
sociation has substantially failed to comply
with subsection (q), subparagraph (A) shall be
applied by substituting ‘1.0 percent’ for ‘0.3
percent’’.

(C) The Secretary shall deposit all fees col-
lected pursuant to this paragraph into the in-
surance fund established in section 1081 of this
title.

(i) General corporate powers

The Association shall have power—

(1) to sue and be sued, complain and defend,
in its corporate name and through its own
counsel;

(2) to adopt, alter, and use the corporate
seal, which shall be judicially noticed;

(3) to adopt, amend, and repeal by its Board
of Directors, bylaws, rules, and regulations as
may be necessary for the conduct of its busi-
ness;

(4) to conduct its business, carry on its oper-
ations, and have officers and exercise the
power granted by this section in any State
without regard to any qualification or similar
statute in any State;

(5) to lease, purchase, or otherwise acquire,
own, hold, improve, use, or otherwise deal in
and with any property, real, personal, or
mixed, or any interest therein, wherever situ-
ated;

(6) to accept gifts or donations of services, or
of property, real, personal, or mixed, tangible
or intangible, in aid of any of the purposes of
the Association;

(7) to sell, convey, mortgage, pledge, lease,
exchange, and otherwise dispose of its prop-
erty and assets;

(8) to appoint such officers, attorneys, em-
ployees, and agents as may be required, to de-
termine their qualifications, to define their
duties, to fix their salaries, require bonds for
them, and fix the penalty thereof; and

(9) to enter into contracts, to execute instru-
ments, to incur liabilities, and to do all things
as are necessary or incidental to the proper
management of its affairs and the proper con-
duct of its business.

(j) Accounting, auditing, and reporting

The accounts of the Association shall be au-
dited annually. Such audits shall be conducted
in accordance with generally accepted auditing
standards by independent certified public ac-
countants or by independent licensed public ac-
countants, licensed on or before December 31,
1970, who are certified or licensed by a regu-
latory authority of a State or other political
subdivision of the United States, except that
independent public accountants licensed to prac-
tice by such regulatory authority after Decem-
ber 31, 1970, and persons who, although not so
certified or licensed, meet, in the opinion of the
Secretary, standards of education and experi-
ence representative of the highest standards pre-
scribed by the licensing authorities of the sev-
eral States which provide for the continuing li-
censing of public accountants and which are pre-
scribed by the Secretary in appropriate regula-
tions may perform such audits until December
31, 1975. A report of each such audit shall be fur-
nished to the Secretary of the Treasury. The
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audit shall be conducted at the place or places
where the accounts are normally kept. The rep-
resentatives of the Secretary shall have access
to all books, accounts, financial records, re-
ports, files, and all other papers, things, or prop-
erty belonging to or in use by the Association
and necessary to facilitate the audit, and they
shall be afforded full facilities for verifying
transactions with the balances or securities held
by depositaries, fiscal agents, and custodians.

(k) Report on audits by Treasury

A report of each such audit for a fiscal year
shall be made by the Secretary of the Treasury
to the President and to the Congress not later
than 6 months following the close of such fiscal
year. The report shall set forth the scope of the
audit and shall include a statement (showing
intercorporate relations) of assets and liabil-
ities, capital and surplus or deficit; a statement
of surplus or deficit analysis; a statement of in-
come and expense; a statement of sources and
application of funds; and such comments and in-
formation as may be deemed necessary to keep
the President and the Congress informed of the
operations and financial condition of the Asso-
ciation, together with such recommendations
with respect thereto as the Secretary may deem
advisable, including a report of any impairment
of capital or lack of sufficient capital noted in
the audit. A copy of each report shall be fur-
nished to the Secretary, and to the Association.

(1) Lawful investment instruments; effect of and
exemptions from other laws

All obligations issued by the Association in-
cluding those made under subsection (d)(4) shall
be lawful investments, and may be accepted as
security for all fiduciary, trust, and public
funds, the investment or deposit of which shall
be under authority or control of the United
States or of any officer or officers thereof. All
stock and obligations issued by the Association
pursuant to this section shall be deemed to be
exempt securities within the meaning of laws
administered by the Securities and Exchange
Commission, to the same extent as securities
which are direct obligations of, or obligations
guaranteed as to principal or interest by, the
United States. The Association shall, for the
purposes of section 355(2) of title 12, be deemed
to be an agency of the United States. The obli-
gations of the Association shall be deemed to be
obligations of the United States for the purpose
of section 3124 of title 31. For the purpose of the
distribution of its property pursuant to section
726 of title 11, the Association shall be deemed a
person within the meaning of such title. The pri-
ority established in favor of the United States
by section 3713 of title 31 shall not establish a
priority over the indebtedness of the Associa-
tion issued or incurred on or before September
30, 1992. The Federal Reserve Banks are author-
ized to act as depositaries, custodians, or fiscal
agents, or a combination thereof, for the Asso-
ciation in the general performance of its powers
under this section.

(m) Preparation of obligations
In order to furnish obligations for delivery by

the Association, the Secretary of the Treasury
is authorized to prepare such obligations in such
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form as the Board of Directors may approve,
such obligations when prepared to be held in the
Treasury subject to delivery upon order by the
Association. The engraved plates, dies, bed
pieces, and so forth, executed in connection
therewith shall remain in the custody of the
Secretary of the Treasury. The Association shall
reimburse the Secretary of the Treasury for any
expenditures made in the preparation, custody,
and delivery of such obligations. The Secretary
of the Treasury is authorized to promulgate reg-
ulations on behalf of the Association so that the
Association may utilize the book-entry system
of the Federal Reserve Banks.

(n) Report on operations and activities

The Association shall, as soon as practicable
after the end of each fiscal year, transmit to the
President and the Congress a report of the Asso-
ciation’s operations and activities, including a
report with respect to all facilities transactions,
during each year.

(0) Loan consolidations
(1) In general

The Association or its designated agent
may, upon request of a borrower, consolidate
loans received under this subchapter in ac-
cordance with section 1078-3 of this title.

(2) Use of existing agencies as agent

The Association in making loans pursuant
to this subsection in any State served by a
guaranty agency or an eligible lender in a
State described in section 1085(d)(1)(D) or (F)
of this title may designate as its agent such
agency or lender to perform such functions as
the Association determines appropriate. Any
agreements made pursuant to this subpara-
graph shall be on such terms and conditions as
agreed upon by the Association and such agen-
cy or lender.

(p) Advances for direct loans by guaranty agen-
cies
(1) In general

The Association shall make advances in
each fiscal year from amounts available to it
to each guaranty agency and eligible lender
described in subsection 1078(h)(1)! of this title
which has an agreement with the Association
which sets forth that advances are necessary
to enable such agency or lender to make stu-
dent loans in accordance with section 1078(h)?
of this title and that such advances will be re-
paid to the Association in accordance with
such terms and conditions as may be set forth
in the agreement and agreed to by the Asso-
ciation and such agency or lender. Advances
made under this subsection shall not be sub-
ject to subsection (d)(2) of this section.

(2) Limitation

No advance may be made under this sub-
section unless the guaranty agency or lender
makes an application to the Association,
which shall be accompanied by such informa-
tion as the Association determines to be rea-
sonably necessary.

1See References in Text note below.
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(q) Lender-of-last-resort
(1) Action at request of Secretary

(A) Whenever the Secretary determines that
eligible borrowers are seeking and are unable
to obtain loans under this part, the Associa-
tion or its designated agent shall, not later
than 90 days after August 10, 1993, begin mak-
ing loans to such eligible borrowers in accord-
ance with this subsection at the request of the
Secretary. The Secretary may request that
the Association make loans to borrowers with-
in a geographic area or for the benefit of stu-
dents attending institutions of higher edu-
cation that certify, in accordance with stand-
ards established by the Secretary, that their
students are seeking and unable to obtain
loans.

(B) Loans made pursuant to this subsection
shall be insurable by the Secretary under sec-
tion 1079 of this title with a certificate of com-
prehensive insurance coverage provided for
under section 1079(b)(1) of this title or by a
guaranty agency under paragraph (2)(A) of this
subsection.

(2) Issuance and coverage of loans

(A) Whenever the Secretary, after consulta-
tion with, and with the agreement of, rep-
resentatives of the guaranty agency in a
State, or an eligible lender in a State de-
scribed in section 1085(d)(1)(D) of this title, de-
termines that a substantial portion of eligible
borrowers in such State or within an area of
such State are seeking and are unable to ob-
tain loans under this part, the Association or
its designated agent shall begin making such
loans to borrowers in such State or within an
area of such State in accordance with this sub-
section at the request of the Secretary.

(B) Loans made pursuant to this subsection
shall be insurable by the agency identified in
subparagraph (A) having an agreement pursu-
ant to section 1078(b) of this title. For loans
insured by such agency, the agency shall pro-
vide the Association with a certificate of com-
prehensive insurance coverage, if the Associa-
tion and the agency have mutually agreed
upon a means to determine that the agency
has not already guaranteed a loan under this
part to a student which would cause a subse-
quent loan made by the Association to be in
violation of any provision under this part.

(3) Termination of lending

The Association or its designated agent
shall cease making loans under this subsection
at such time as the Secretary determines that
the conditions which caused the implementa-
tion of this subsection have ceased to exist.

(r) Safety and soundness of Association
(1) Reports by the Association

The Association shall promptly furnish to
the Secretary of Education and Secretary of
the Treasury copies of all—

(A) periodic financial reports publicly dis-
tributed by the Association;

(B) reports concerning the Association
that are received by the Association and pre-
pared by nationally recognized statistical
rating organizations; and
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(C)(i) financial statements of the Associa-
tion within 45 days of the end of each fiscal
quarter; and

(ii) reports setting forth the calculation of
the capital ratio of the Association within 45
days of the end of each fiscal quarter.

(2) Audit by Secretary of the Treasury

(A) The Secretary of the Treasury may—

(i) appoint and fix the compensation of
such auditors and examiners as may be nec-
essary to conduct audits of the Association
from time to time to determine the condi-
tion of the Association for the purpose of as-
sessing the Association’s financial safety
and soundness and to determine whether the
requirements of this section and section
1087-3 of this title are being met; and

(ii) obtain the services of such experts as
the Secretary of the Treasury determines
necessary and appropriate, as authorized by
section 3109 of title 5, to assist in determin-
ing the condition of the Association for the
purpose of assessing the Association’s finan-
cial safety and soundness, and to determine
whether the requirements of this section and
section 1087-3 of this title are being met.

(B) Each auditor appointed under this para-
graph shall conduct an audit of the Associa-
tion to the extent requested by the Secretary
of the Treasury and shall prepare and submit
a report to the Secretary of the Treasury con-
cerning the results of such audit. A copy of
such report shall be furnished to the Associa-
tion and the Secretary of Education on the
date on which it is delivered to the Secretary
of the Treasury.

(C) The Association shall provide full and
prompt access to the Secretary of the Treas-
ury to its books and records and other infor-
mation requested by the Secretary of the
Treasury.

(D) ANNUAL ASSESSMENT.—

(i) IN GENERAL.—For each fiscal year be-
ginning on or after October 1, 1996, the Sec-
retary of the Treasury may establish and
collect from the Association an assessment
(or assessments) in amounts sufficient to
provide for reasonable costs and expenses of
carrying out the duties of the Secretary of
the Treasury under this section and section
1087-3 of this title during such fiscal year. In
no event may the total amount so assessed
exceed, for any fiscal year, $800,000, adjusted
for each fiscal year ending after September
30, 1997, by the ratio of the Consumer Price
Index for All Urban Consumers (issued by
the Bureau of Labor Statistics) for the final
month of the fiscal year preceding the fiscal
year for which the assessment is made to the
Consumer Price Index for All Urban Con-
sumers for September 1997.

(ii) DEPOSIT.—Amounts collected from as-
sessments under this subparagraph shall be
deposited in an account within the Treasury
of the United States as designated by the
Secretary of the Treasury for that purpose.
The Secretary of the Treasury is authorized
and directed to pay out of any funds avail-
able in such account the reasonable costs
and expenses of carrying out the duties of
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the Secretary of the Treasury under this sec-
tion and section 1087-3 of this title. None of
the funds deposited into such account shall
be available for any purpose other than
making payments for such costs and ex-
penses.

(E) OBLIGATION TO OBTAIN, MAINTAIN, AND RE-
PORT INFORMATION.—

(i) IN GENERAL.—The Association shall ob-
tain such information and make and keep
such records as the Secretary of the Treas-
ury may from time to time prescribe con-
cerning—

(I) the financial risk to the Association
resulting from the activities of any associ-
ated person, to the extent such activities
are reasonably likely to have a material
impact on the financial condition of the
Association, including the Association’s
capital ratio, the Association’s liquidity,
or the Association’s ability to conduct and
finance the Association’s operations; and

(IT) the Association’s policies, proce-
dures, and systems for monitoring and
controlling any such financial risk.

(ii) SUMMARY REPORTS.—The Secretary of
the Treasury may require summary reports
of such information to be filed no more fre-
quently than quarterly. If, as a result of ad-
verse market conditions or based on reports
provided pursuant to this subparagraph or
other available information, the Secretary
of the Treasury has concerns regarding the
financial or operational condition of the As-
sociation, the Secretary of the Treasury
may, notwithstanding the preceding sen-
tence and clause (i), require the Association
to make reports concerning the activities of
any associated person, whose business ac-
tivities are reasonably likely to have a ma-
terial impact on the financial or operational
condition of the Association.

(iii) DEFINITION.—For purposes of this sub-
paragraph, the term ‘‘associated person”
means any person, other than a natural per-
son, directly or indirectly controlling, con-
trolled by, or under common control with
the Association.

(F') COMPENSATION OF AUDITORS AND EXAMIN-
ERS.—

(i) RATES OF PAY.—Rates of basic pay for
all auditors and examiners appointed pursu-
ant to subparagraph (A) may be set and ad-
justed by the Secretary of the Treasury
without regard to the provisions of chapter
51 or subchapter III of chapter 53 of title 5.

(ii) COMPARABILITY.—

(I) IN GENERAL.—Subject to section 5373
of title 5, the Secretary of the Treasury
may provide additional compensation and
benefits to auditors and examiners ap-
pointed pursuant to subparagraph (A) if
the same type of compensation or benefits
are then being provided by any agency re-
ferred to in section 1833b of title 12 or, if
not then being provided, could be provided
by such an agency under applicable provi-
sions of law, rule, or regulation.

(IT) CONSULTATION.—In setting and ad-
justing the total amount of compensation
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and benefits for auditors and examiners
appointed pursuant to subparagraph (A),
the Secretary of the Treasury shall con-
sult with, and seek to maintain com-
parability with, the agencies referred to in
section 1833b of title 12.

(3) Monitoring of safety and soundness

The Secretary of the Treasury shall conduct
such studies as may be necessary to monitor
the financial safety and soundness of the Asso-
ciation. In the event that the Secretary of the
Treasury determines that the financial safety
and soundness of the Association is at risk,
the Secretary of the Treasury shall inform the
Chairman and ranking minority member of
the Committee on Labor and Human Re-
sources of the Senate, the Chairman and rank-
ing minority member of the Committee on
Education and Labor of the House of Rep-
resentatives, and the Secretary of Education
of such determination and identify any correc-
tive actions that should be taken to ensure the
safety and soundness of the Association.

(4) Capital standard

If the capital ratio is less than 2 percent and
is greater than or equal to 1.75 percent at the
end of the Association’s most recent calendar
quarter the Association shall, within 60 days
of such occurrence, submit to the Secretary of
the Treasury a capital restoration plan, in
reasonable detail, that the Association be-
lieves is adequate to cause the capital ratio to
equal or exceed 2 percent within 36 months.

(5) Capital restoration plan

(A) Submission, approval, and implementa-
tion

The Secretary of the Treasury and the As-
sociation shall consult with respect to any
capital restoration plan submitted pursuant
to paragraph (4) and the Secretary of the
Treasury shall approve such plan (or a modi-
fication thereof accepted by the Association)
or disapprove such plan within 30 days after
such plan is first submitted to the Secretary
of the Treasury by the Association, unless
the Association and Secretary of the Treas-
ury mutually agree to a longer consider-
ation period. If the Secretary of the Treas-
ury approves a capital restoration plan (in-
cluding a modification of a plan accepted by
the Association), the Association shall
forthwith proceed with diligence to imple-
ment such plan to the best of its ability.

(B) Disapproval

If the Secretary of the Treasury does not
approve a capital restoration plan as pro-
vided in subparagraph (A), then not later
than the earlier of the date the Secretary of
the Treasury disapproves of such plan by
written notice to the Association or the ex-
piration of the 30-day consideration period
referred to in subparagraph (A) (as such pe-
riod may have been extended by mutual
agreement), the Secretary of the Treasury
shall submit the Association’s capital res-
toration plan, in the form most recently pro-
posed to the Secretary of the Treasury by
the Association, together with a report on
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the Secretary of the Treasury’s reasons for
disapproval of such plan and an alternative
capital restoration plan, to the Chairman
and ranking minority member of the Senate
Committee on Labor and Human Resources
and to the Chairman and ranking minority
member of the House Committee on Edu-
cation and Labor. A copy of such submission
simultaneously shall be sent to the Associa-
tion and the Secretary of Education by the
Secretary of the Treasury.

(C) Association implementation and response

Upon receipt of the submission by the As-
sociation, the Association shall forthwith
proceed with diligence to implement the
most recently proposed capital restoration
plan of the Association. The Association,
within 30 days after receipt from the Sec-
retary of the Treasury of such submission,
shall submit to such Chairmen and ranking
minority members a written response to
such submission, setting out fully the nature
and extent of the Association’s agreement or
the disagreement with the Secretary of the
Treasury with respect to the capital restora-
tion plan submitted to the Secretary of the
Treasury and any findings of the Secretary
of the Treasury.

(6) Substantial capital ratio reduction
(A) Additional plan required

If the capital ratio is less than 1.75 percent
and is greater than or equal to 1 percent at
the end of the Association’s most recent cal-
endar quarter, the Association shall submit
to the Secretary of the Treasury within 60
days after such occurrence a capital restora-
tion plan (or an appropriate modification of
any plan previously submitted or approved
under paragraph (4)) to increase promptly its
capital ratio to equal or exceed 1.75 percent.
The Secretary of the Treasury and the Asso-
ciation shall consult with respect to any
plan or modified plan submitted pursuant to
this paragraph. The Secretary of the Treas-
ury shall approve such plan or modified plan
(or a modification thereof accepted by the
Association) or disapprove such plan or
modified plan within 30 days after such plan
or modified plan is first submitted to the
Secretary of the Treasury by the Associa-
tion, unless the Association and Secretary of
the Treasury mutually agree to a longer
consideration period. If the Secretary of the
Treasury approves a plan or modified plan
(including a modification of a plan accepted
by the Association), the Association shall
forthwith proceed with diligence to imple-
ment such plan or modified plan to the best
of the Association’s ability.

(B) Disapproval

If the Secretary of the Treasury dis-
approves a capital restoration plan or modi-
fied plan submitted pursuant to subpara-
graph (A), then, not later than the earlier of
the date the Secretary of the Treasury dis-
approves of such plan or modified plan (by
written notice to the Association) or the ex-
piration of the 30-day consideration period
described in subparagraph (A) (as such pe-
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riod may have been extended by mutual
agreement), the Secretary of the Treasury
shall prepare and submit an alternative cap-
ital restoration plan, together with a report
on his reasons for disapproval of the Associa-
tion’s plan or modified plan, to the Chair-
man and ranking minority member of the
Committee on Labor and Human Resources
of the Senate and to the Chairman and rank-
ing minority member of the Committee on
Education and Labor of the House of Rep-
resentatives. A copy of such submission si-
multaneously shall be sent to the Associa-
tion and the Secretary of Education by the
Secretary of the Treasury. The Association,
within 5 days after receipt from the Sec-
retary of the Treasury of such submission,
shall submit to the Chairmen and ranking
minority members of such Committees, and
the Secretary of the Treasury, a written re-
sponse to such submission, setting out fully
the nature and extent of the Association’s
agreement or disagreement with the Sec-
retary of the Treasury with respect to the
disapproved plan and the alternative plan of
the Secretary of the Treasury and any find-
ings of the Secretary of the Treasury.

(C) Review by Congress; Association imple-

mentation

Congress shall have 60 legislative days
after the date on which Congress receives
the alternative plan under subparagraph (B)
from the Secretary of the Treasury to re-
view such plan. If Congress does not take
statutory action with respect to any such
plan within such 60-day period, the Associa-
tion shall immediately proceed with dili-
gence to implement the alternative capital
restoration plan of the Secretary of the
Treasury under subparagraph (B). If Con-
gress is out of session when any such alter-
native plan is received, such 60-day period
shall begin on the first day of the next ses-
sion of Congress.

(7) Actions by Secretary of the Treasury

If the capital ratio of the Association does
not equal or exceed 1.75 percent at the end of
the Association’s most recent calendar quar-
ter, the Secretary of the Treasury may, until
the capital ratio equals or exceeds 1.75 per-
cent, take any one or more of the following ac-
tions:

(A) Limit increase in liabilities

Limit any increase in, or order the reduc-
tion of, any liabilities of the Association, ex-
cept as necessary to fund student loan pur-
chases and warehousing advances.

(B) Restrict growth

Restrict or eliminate growth of the Asso-
ciation’s assets, other than student loans
purchases and warehousing advances.

(C) Restrict distributions

Restrict the Association from making any
capital distribution.

(D) Require issuance of new capital

Require the Association to issue new cap-
ital in any form and in any amount suffi-
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cient to restore at least a 1.756 percent cap-
ital ratio.

(E) Limit executive compensation

Prohibit the Association from increasing
for any executive officer any compensation
including bonuses at a rate exceeding that
officer’s average rate of compensation dur-
ing the previous 12 calendar months and pro-
hibiting the Board from adopting any new
employment severance contracts.

(8) Critical capital standard

(A) If the capital ratio is less than 1 percent
at the end of the Association’s most recent
calendar quarter and the Association has al-
ready submitted a capital restoration plan to
the Secretary of the Treasury pursuant to
paragraph (4) or (6)(A), the Association shall
forthwith proceed with diligence to implement
the most recently proposed plan with such
modifications as the Secretary of the Treasury
determines are necessary to cause the capital
ratio to equal or exceed 2 percent within 60
months.

(B) If the capital ratio is less than 1 percent
at the end of the Association’s most recent
calendar quarter and the Association has not
submitted a capital restoration plan to the
Secretary of the Treasury pursuant to para-
graph (4) or (6)(A), the Association shall—

(i) within 14 days of such occurrence sub-
mit a capital restoration plan to the Sec-
retary of the Treasury which the Associa-
tion believes is adequate to cause the capital
ratio to equal or exceed 2 percent within 60
months; and

(ii) forthwith proceed with diligence to im-
plement such plan with such modifications
as the Secretary of the Treasury determines
are necessary to cause the capital ratio to
equal or exceed 2 percent within 60 months.

(C) Immediately upon a determination under
subparagraph (A) or (B) to implement a cap-
ital restoration plan, the Secretary of the
Treasury shall submit the capital restoration
plan to be implemented to the Chairman and
ranking minority member of the Committee
on Labor and Human Resources of the Senate,
the Chairman and ranking minority member
of the Committee on Education and Labor of
the House of Representatives, and the Sec-
retary of Education.

(9) Additional reports to committees

The Association shall submit a copy of its
capital restoration plan, modifications pro-
posed to the Secretary of the Treasury, and
proposed modifications received from the Sec-
retary of the Treasury to the Congressional
Budget Office and Government Accountability
Office upon their submission to the Secretary
of the Treasury or receipt from the Secretary
of the Treasury. Notwithstanding any other
provision of law, the Congressional Budget Of-
fice and Government Accountability Office
shall maintain the confidentiality of informa-
tion received pursuant to the previous sen-
tence. In the event that the Secretary of the
Treasury does not approve a capital restora-
tion plan as provided in paragraph (5)(A) or
(6)(A), or in the event that a capital restora-
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tion plan is modified by the Secretary of the
Treasury pursuant to paragraph (6)(B) or (8),
the Congressional Budget Office and Govern-
ment Accountability Office shall each submit
a report within 30 days of the Secretary of the
Treasury’s submission to the Chairmen and
ranking minority members as required in
paragraphs (5)(B), (6)(B), and (8)(C) to such
Chairmen and ranking members—

(A) analyzing the financial condition of
the Association;

(B) analyzing the capital restoration plan
and reasons for disapproval of the plan con-
tained in the Secretary of the Treasury’s
submission made pursuant to paragraph
(5)(B), or the capital restoration plan pro-
posed by the Association and the modifica-
tions made by the Secretary of the Treasury
pursuant to paragraph (6)(B) or (8);

(C) analyzing the impact of the capital res-
toration plan and reasons for disapproval of
the plan contained in the Secretary of the
Treasury’s submission made pursuant to
paragraph (5)(B), or the impact of the capital
restoration plan proposed by the Association
and the modifications made by the Sec-
retary of the Treasury pursuant to para-
graph (6)(B) or (8), and analyzing the impact
of the recommendations made pursuant to
subparagraph (D) of this paragraph, on—

(i) the ability of the Association to ful-
fill its purpose and authorized activities as
provided in this section, and

(ii) the operation of the student loan pro-
grams; and

(D) recommending steps which the Asso-
ciation should take to increase its capital
ratio without impairing its ability to per-
form its purpose and authorized activities as
provided in this section.

(10) Review by Secretary of Education

The Secretary of Education shall review the
Secretary of the Treasury’s submission re-
quired pursuant to paragraph (5)(B), (6)(B), or
(8) and shall submit a report within 30 days to
the Chairman and ranking minority member
of the Senate Committee on Labor and Human
Resources and to the Chairman and ranking
minority member of the House Committee on
Education and Labor—

(A) describing any administrative or legis-
lative provisions governing the student loan
programs which contributed to the decline
in the Association’s capital ratio; and

(B) recommending administrative and leg-
islative changes in the student loan pro-
grams to maintain the orderly operation of
such programs and to enable the Association
to fulfill its purpose and authorized activi-
ties consistent with the capital ratio speci-
fied in paragraph (4).

(11) Safe harbor

The Association shall be deemed in compli-
ance with the capital ratios described in para-
graphs (4) and (6)(A) if the Association is rated
in 1 of the 2 highest full rating categories
(such categories to be determined without re-
gard to designations within categories) by 2
nationally recognized statistical rating orga-
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nizations, determined without regard to the
Association’s status as a federally chartered
corporation.

(12) Treatment of confidential information

Notwithstanding any other provision of law,
the Secretary of the Treasury, the Secretary
of Education, the Congressional Budget Office,
and the Government Accountability Office
shall not disclose any information treated as
confidential by the Association or the Associa-
tion’s associated persons and obtained pursu-
ant to this subsection. Nothing in this para-
graph shall authorize the Secretary of the
Treasury, the Secretary of Education, the
Congressional Budget Office, and the Govern-
ment Accountability Office to withhold infor-
mation from Congress, or prevent the Sec-
retary of Education, the Congressional Budget
Office, and the Government Accountability Of-
fice from complying with a request for infor-
mation from any other Federal department or
agency requesting the information for pur-
poses within the scope of its jurisdiction, or
complying with an order of a court of the
United States in an action brought by the
United States. For purposes of section 552 of
title 5, this paragraph shall be considered a
statute described in subsection (b)(3) of such
section 552.

(13) Enforcement of safety and soundness re-
quirements

The Secretary of Education or the Secretary
of the Treasury, as appropriate, may request
that the Attorney General bring an action in
the United States District Court for the Dis-
trict of Columbia for the enforcement of any
provision of this section, or may, under the di-
rection or control of the Attorney General,
bring such an action. Such court shall have ju-
risdiction and power to order and require com-
pliance with this section.

(14) Actions by Secretary

(A) In general

For any fiscal quarter ending after Janu-
ary 1, 2000, the Association shall have a cap-
ital ratio of at least 2.25 percent. The Sec-
retary of the Treasury may, whenever such
capital ratio is not met, take any one or
more of the actions described in paragraph
(7), except that—

(i) the capital ratio to be restored pursu-
ant to paragraph (7)(D) shall be 2.25 per-
cent; and

(ii) if the relevant capital ratio is in ex-
cess of or equal to 2 percent for such quar-
ter, the Secretary of the Treasury shall
defer taking any of the actions set forth in
paragraph (7) until the next succeeding
quarter and may then proceed with any
such action only if the capital ratio of the
Association remains below 2.25 percent.

(B) Applicability

The provisions of paragraphs (4), (5), (6),
(8), (9), (10), and (11) shall be of no further ap-
plication to the Association for any period
after January 1, 2000.
(15) Definitions

As used in this subsection:
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(A) The term ‘‘nationally recognized sta-
tistical rating organization’’ means any na-
tionally recognized statistical rating organi-
zation, as that term is defined in section
78c(a) of title 15.

(B) The term ‘‘capital ratio’” means the
ratio of total stockholders’ equity, as shown
on the Association’s most recent quarterly
consolidated balance sheet prepared in the
ordinary course of its business, to the sum
of—

(i) the total assets of the Association, as
shown on the balance sheet prepared in the
ordinary course of its business; and

(ii) 50 percent of the credit equivalent
amount of the following off-balance sheet
items of the Association as of the date of
such balance sheet—

(I) all financial standby letters of cred-
it and other irrevocable guarantees of
the repayment of financial obligations of
others; and

(IT) all interest rate contracts and ex-
change rate contracts, including interest
exchange agreements, floor, cap, and col-
lar agreements and similar arrange-
ments.

For purposes of this subparagraph, the cal-
culation of the credit equivalent amount of
the items set forth in clause (ii) of this sub-
paragraph, the netting of such items and
eliminations for the purpose of avoidance of
double-counting of such items shall be made
in accordance with the measures for comput-
ing credit conversion factors for off-balance
sheet items for capital maintenance pur-
poses established for commercial banks from
time to time by the Federal Reserve Board,
but without regard to any risk weighting
provisions in such measures.

(C) The term ‘‘legislative days’ means
only days on which either House of Congress
is in session.

(16) Dividends

The Association may pay dividends in the
form of cash or noncash distributions so long
as at the time of the declaration of such divi-
dends, after giving effect to the payment of
such dividends as of the date of such declara-
tion by the Board of Directors of the Associa-
tion, the Association’s capital would be in
compliance with the capital standards set
forth in this section.

(17) Certification prior to payment of dividend

Prior to the payment of any dividend under
paragraph (16), the Association shall certify to
the Secretary of the Treasury that the pay-
ment of the dividend will be made in compli-
ance with paragraph (16) and shall provide cop-
ies of all calculations needed to make such
certification.

(s) Charter sunset

(1) Application of provisions

This subsection applies beginning 18 months
and one day after September 30, 1996, if no re-
organization of the Association occurs in ac-
cordance with the provisions of section 1087-3
of this title.
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(2) Sunset plan
(A) Plan submission by the Association

Not later than July 1, 2007, the Association
shall submit to the Secretary of the Treas-
ury and to the Chairman and Ranking Mem-
ber of the Committee on Labor and Human
Resources of the Senate and the Chairman
and Ranking Member of the Committee on
Economic and Educational Opportunities of
the House of Representatives, a detailed
plan for the orderly winding up, by July 1,
2013, of business activities conducted pursu-
ant to the charter set forth in this section.
Such plan shall—

(i) ensure that the Association will have
adequate assets to transfer to a trust, as
provided in this subsection, to ensure full
payment of remaining obligations of the
Association in accordance with the terms
of such obligations;

(ii) provide that all assets not used to
pay liabilities shall be distributed to
shareholders as provided in this sub-
section; and

(iii) provide that the operations of the
Association shall remain separate and dis-
tinct from that of any entity to which the
assets of the Association are transferred.

(B) Amendment of the plan by the Associa-
tion

The Association shall from time to time
amend such plan to reflect changed circum-
stances, and submit such amendments to the
Secretary of the Treasury and to the Chair-
man and Ranking Minority Member of the
Committee on Labor and Human Resources
of the Senate and Chairman and Ranking
Minority Member of the Committee on Eco-
nomic and Educational Opportunities of the
House of Representatives. In no case may
any amendment extend the date for full im-
plementation of the plan beyond the dissolu-
tion date provided in paragraph (3).
(C) Plan monitoring

The Secretary of the Treasury shall mon-
itor the Association’s compliance with the
plan and shall continue to review the plan
(including any amendments thereto).

(D) Amendment of the plan by the Secretary
of the Treasury

The Secretary of the Treasury may require
the Association to amend the plan (includ-
ing any amendments to the plan), if the Sec-
retary of the Treasury deems such amend-
ments necessary to ensure full payment of
all obligations of the Association.

(E) Implementation by the Association

The Association shall promptly implement
the plan (including any amendments to the
plan, whether such amendments are made by
the Association or are required to be made
by the Secretary of the Treasury).

(3) Dissolution of the Association
The Association shall dissolve and the Asso-
ciation’s separate existence shall terminate on

July 1, 2013, after discharge of all outstanding
debt obligations and liquidation pursuant to
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this subsection. The Association may dissolve
pursuant to this subsection prior to such date
by notifying the Secretary of Education and
the Secretary of the Treasury of the Associa-
tion’s intention to dissolve, unless within 60
days of receipt of such notice the Secretary of
Education notifies the Association that the
Association continues to be needed to serve as
a lender of last resort pursuant to subsection
(q) or continues to be needed to purchase loans
under an agreement with the Secretary de-
scribed in paragraph (4)(A). On the dissolution
date, the Association shall take the following
actions:

(A) Establishment of a trust

The Association shall, under the terms of
an irrevocable trust agreement in form and
substance satisfactory to the Secretary of
the Treasury, the Association, and the ap-
pointed trustee, irrevocably transfer all re-
maining obligations of the Association to a
trust and irrevocably deposit or cause to be
deposited into such trust, to be held as trust
funds solely for the benefit of holders of the
remaining obligations, money or direct non-
callable obligations of the United States or
any agency thereof for which payment the
full faith and credit of the United States is
pledged, maturing as to principal and inter-
est in such amounts and at such times as are
determined by the Secretary of the Treasury
to be sufficient, without consideration of
any significant reinvestment of such inter-
est, to pay the principal of, and interest on,
the remaining obligations in accordance
with their terms.

(B) Use of trust assets

All money, obligations, or financial assets
deposited into the trust pursuant to this
subsection shall be applied by the trustee to
the payment of the remaining obligations
assumed by the trust. Upon the fulfillment
of the trustee’s duties under the trust, any
remaining assets of the trust shall be trans-
ferred to the persons who, at the time of the
dissolution, were the shareholders of the As-
sociation, or to the legal successors or as-
signs of such persons.

(C) Obligations not transferred to the trust

The Association shall make proper provi-
sion for all other obligations of the Associa-
tion, including the repurchase or redemp-
tion, or the making of proper provision for
the repurchase or redemption, of any pre-
ferred stock of the Association outstanding.

(D) Transfer of remaining assets

After compliance with subparagraphs (A)
and (C), the Association shall transfer to the
shareholders of the Association any remain-
ing assets of the Association.

(4) Restrictions relating to winding up
(A) Restrictions on new business activity or
acquisition of assets by the Association
(i) In general
Beginning on July 1, 2009, the Associa-
tion shall not engage in any new business
activities or acquire any additional pro-
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gram assets (including acquiring assets
pursuant to contractual commitments) de-
scribed in subsection (d) other than in con-
nection with the Association—
(I) serving as a lender of last resort
pursuant to subsection (q); and
(IT) purchasing loans insured under
this part, if the Secretary, with the ap-
proval of the Secretary of the Treasury,
enters into an agreement with the Asso-
ciation for the continuation or resump-
tion of the Association’s secondary mar-
ket purchase program because the Sec-
retary determines there is inadequate 1i-
quidity for loans made under this part.

(ii) Agreement

The Secretary is authorized to enter into
an agreement described in subclause (II) of
clause (i) with the Association covering
such secondary market activities. Any
agreement entered into under such sub-
clause shall cover a period of 12 months,
but may be renewed if the Secretary deter-
mines that liquidity remains inadequate.
The fee provided under subsection (h)(7)
shall not apply to loans acquired under
any such agreement with the Secretary.

(B) Issuance of debt obligations during the
wind up period; attributes of debt obliga-
tions

The Association shall not issue debt obli-
gations which mature later than July 1, 2013,
except in connection with serving as a lend-
er of last resort pursuant to subsection (q) or
with purchasing loans under an agreement
with the Secretary as described in subpara-
graph (A). Nothing in this subsection shall
modify the attributes accorded the debt obli-
gations of the Association by this section,
regardless of whether such debt obligations
are transferred to a trust in accordance with
paragraph (3).

(C) Use of Association name

The Association may not transfer or per-
mit the use of the name ‘“Student Loan Mar-
keting Association’, ‘‘Sallie Mae’’, or any
variation thereof, to or by any entity other
than a subsidiary of the Association.

(Pub. L. 89-329, title IV, §439, as added Pub. L.
99498, title IV, §402(a), Oct. 17, 1986, 100 Stat.
1418; amended Pub. L. 100-50, §10(dd), June 3,
1987, 101 Stat. 347; Pub. L. 100-369, §7(c), July 18,
1988, 102 Stat. 837; Pub. L. 102-325, title IV, §431,
July 23, 1992, 106 Stat. 554; Pub. L. 103-66, title
IV, §§4041(c), 4104, Aug. 10, 1993, 107 Stat. 356, 367;
Pub. L. 103-208, §2(c)(69), Dec. 20, 1993, 107 Stat.
2470; Pub. L. 103-382, title III, §358, Oct. 20, 1994,
108 Stat. 3968; Pub. L. 104-208, div. A, title I,
§101(e) [title VI, §602(b)(2)—(4), (c)], Sept. 30, 1996,
110 Stat. 3009-233, 3009-284 to 3009-286; Pub. L.
106-554, §1(a)(1) [title III, §309], Dec. 21, 2000, 114
Stat. 2763, 2763A-45; Pub. L. 108-271, §8(b), July 7,
2004, 118 Stat. 814; Pub. L. 109-291, §4(b)(5), Sept.
29, 2006, 120 Stat. 1338.)

REPEAL OF SECTION

Pub. L. 104-208, div. A, title I, §101(e) [title
VI, §602(d)], Sept. 30, 1996, 110 Stat. 3009-233,
3009-289, provided that this section is repealed
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effective one year after date on which all obli-
gations of trust established under section
1087-3(d)(1) of this title have been extinguished,
if reorganization occurs in accordance with sec-
tion 1087-3 of this title; or date on which all ob-
ligations of trust established under subsec.
(s)(3)(A) of this section have been extinguished,
if reorganization does mot occur in accordance
with section 1087-3 of this title.

REFERENCES IN TEXT

For the effective date of the Higher Education
Amendments of 1992, referred to in subsec. (f)(4), see
section 2 of Pub. L. 102-325, set out as an Effective Date
of 1992 Amendment note under section 1001 of this title.

Section 1078(h) of this title, referred to in subsec.
(p)(1), was repealed by Pub. L. 110-315, title IV,
§438(a)(2)(B), Aug. 14, 2008, 122 Stat. 3258.

CODIFICATION

In subsec. (h)(3) and (5), ‘‘chapter 31 of title 31’ sub-
stituted for ‘‘the Second Liberty Bond Act, as amend-
ed” and ‘“‘the Second Liberty Bond Act’”’, and ‘‘that
chapter’” substituted for ‘‘that Act, as amended’, on
authority of Pub. L. 97-258, §4(b), Sept. 13, 1982, 96 Stat.
1067, the first section of which enacted Title 31, Money
and Finance.

PRIOR PROVISIONS

A prior section 1087-2, Pub. L. 89-329, title IV, §439, as
added Pub. L. 92-318, title I, §133(a), June 23, 1972, 86
Stat. 265; amended Pub. L. 94-273, §3(9), Apr. 21, 1976, 90
Stat. 376; Pub. L. 94-482, title I, §127(a), Oct. 12, 1976, 90
Stat. 2136; Pub. L. 95-43, §1(a)(38), June 15, 1977, 91 Stat.
217; Pub. L. 96-374, title IV, §421(a)-(e)(1), title XIII,
§1391(a)(1), (3), Oct. 3, 1980, 94 Stat. 1427-1430, 1503; Pub.
L. 97-35, title V, §538, Aug. 13, 1981, 95 Stat. 457; Pub. L.
97-115, §18, Dec. 29, 1981, 95 Stat. 1610; Pub. L. 97-301,
§14, Oct. 13, 1982, 96 Stat. 1405; Pub. L. 98-79, §§2, 8, Aug.
15, 1983, 97 Stat. 476, 483; Pub. L. 99-272, title XVI,
§§16017(b)(4), 16018(a)(3), Apr. 7, 1986, 100 Stat. 347, 348,
established the Student Loan Marketing Association,
prior to the general revision of this part by Pub. L.
99-498.

AMENDMENTS

2006—Subsec. (r)(15)(A). Pub. L. 109-291 substituted
‘““means any nationally recognized statistical rating or-
ganization, as that term is defined in section 78c(a) of
title 15 for ‘‘means any entity recognized as such by
the Securities and Exchange Commission’’.

2004—Subsec. (r)(9), (12). Pub. L. 108271 substituted
‘“‘Government Accountability Office’ for ‘‘General Ac-
counting Office”” wherever appearing.

2000—Subsec. (r)(2)(A)@@). Pub. L. 106-554, §1(a)(1) [title
IIT, §309(1)], which directed amendment of this section
by substituting ‘‘and fix the compensation of such audi-
tors and examiners as may be necessary’ for ‘‘auditors
and examiners’, was executed by making the substi-
tution for ‘‘auditors or examiners’’, to reflect the prob-
able intent of Congress.

Subsec. (r)(2)(F). Pub. L. 106-5564, §1(a)(1) [title III,
§309(2)], added subpar. (F).

1996—Subsec. (r)(1)(C). Pub. L. 104-208, §101(e) [title
VI, §602(b)(3)(A)], added subpar. (C).

Subsec. (r)(2)(A)(1), (ii). Pub. L. 104-208, §101(e) [title
VI, §602(b)(3)(B)(1)], added cls. (i) and (ii) and struck out
former cls. (i) and (ii) which read as follows:

‘(i) appoint auditors to conduct audits of the Asso-
ciation from time to time to determine the condition of
the Association for the purpose of assessing its finan-
cial safety and soundness; and

‘“(ii) enter into contracts to obtain the services of
such technical experts as the Secretary of the Treasury
determines necessary and appropriate to provide tech-
nical assistance to any auditor appointed under this
paragraph.”’

Subsec. (r)(2)(D). Pub. L. 104-208, §101(e) [title VI,
§602(b)(3)(B)(ii)], added subpar. (D).
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Subsec. (r)(2)(E). Pub. L. 104-208, §101(e) [title VI,
§602(b)(4)(A)], added subpar. (E).

Subsec. (r)(12). Pub. L. 104-208, §101(e) [title VI,
§602(b)(2)(A)], inserted ‘‘or the Association’s associated
persons’ after ‘‘by the Association” in first sentence.

Subsec. (r)(13). Pub. L. 104-208, §101(e) [title VI,
§602(b)(2)(B), (C)], added par. (13) and redesignated
former par. (13) as (15).

Subsec. (r)(14). Pub. L. 104-208, §101(e) [title VI,
§602(0)(3)(C)]1, added par. (14).

Subsec. (r)(15). Pub. L. 104-208, §101(e) [title VI,

§602(b)(2)(B)], redesignated par. (13) as (15).

Subsec. (r)(16), (17). Pub. L. 104-208, §101(e), [title VI,
§602(b)(4)(B)], added pars. (16) and (17).

Subsec. (s). Pub. L. 104-208, §101(e) [title VI, §602(c)],
added subsec. (8).

1994—Subsec. (d)(1)(C). Pub. L. 103-382, §358(1)(A), (D),
inserted ‘‘(including related equipment, instrumenta-
tion, and furnishings)’ after ‘‘materials’ in introduc-
tory provisions and substituted ‘30 percent’ for ‘15
percent” and ‘‘types” for ‘‘type’ in concluding provi-
sions.

Subsec. (d)(1)(C)(ii). Pub. L. 103-382, §358(1)(B), sub-
stituted ¢, dining halls, student unions, and facilities
specifically designed to promote fitness and health for
students, faculty, and staff or for physical education
courses; and’’ for the semicolon.

Subsec. (A)(1)(C){ii), (iv). Pub. L. 103-382, §358(1)(C),
(R), struck out ‘‘and’ after the semicolon in cl. (iii) and
struck out cl. (iv) which read as follows: ‘‘related equip-
ment, instrumentation, and furnishings for facilities
and materials described in clause (i) or (iii);”.

Subsec. (n). Pub. L. 103-382, §358(2), substituted ‘‘a re-
port of the Association’s operations and activities, in-
cluding a report with respect to all facilities trans-
actions, during each year’ for ‘‘a report of its oper-
ations and activities during each year”.

1993—Subsec. (h)(7). Pub. L. 103-66, §4104, added par.

(N.

Subsec. (q). Pub. L. 103-66, §4041(c), amended subsec.
(q) generally, substituting present provisions for sub-
stantially similar former provisions.

Subsec. (r)(12). Pub. L. 103-208 substituted ‘‘section
552" for ‘‘section 522’.

1992—Subsec. (c¢). Pub. L. 102-325, §431(a), amended
subsec. (c) generally, substituting present provisions
consisting of pars. (1) to (4) for former provisions which
provided for: in par. (1), Board membership; in par. (2),
interim Board; in par. (3), regular Board; in par. (4),
succession of regular Board; in par. (5), terms of ap-
pointed and elected members; and in par. (6), meetings
and functions of Board.

Subsec. (d)(1)(C). Pub. L. 102-325, §431(b), amended
subpar. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘to buy, sell, hold, insure, underwrite,
and otherwise deal in obligations issued for the purpose
of financing or refinancing the construction, recon-
struction, renovation, or purchase of educational and
training facilities and housing for students and fac-
ulties (including the underlying real property), and re-
lated equipment, instrumentation, and furnishings;”’.

Subsec. (d)(6). Pub. L. 102-325, §431(c), substituted
‘‘second highest rating” for ‘‘third highest rating”’.

Subsec. (f). Pub. L. 102-325, §431(d), amended subsec.
(f) generally, substituting present provisions consisting
of pars. (1) to (4) for former provisions which provided
for: in par. (1), common stock to insured lenders and el-
igible institutions only; in par. (2), voting rights; in
par. (3), number of shares and transferability; in par.
(4), dividends; and in par. (5), nonvoting common stock.

Subsec. (r). Pub. L. 102-325, §431(e), added subsec. (r).

1988—Subsec. (h)(1). Pub. L. 100-369 substituted ‘‘In-
ternal Revenue Code of 1986 for ‘‘Internal Revenue
Code of 1954 in two places, which for purposes of codi-
fication was translated as ‘‘title 26’° thus requiring no
change in text.

1987—Subsec. (d)(1)(E)@ii). Pub. L. 100-50 inserted
“Labor and” before ‘‘Human Resources’’.

CHANGE OF NAME

Committee on Labor and Human Resources of Senate
changed to Committee on Health, Education, Labor,
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and Pensions of Senate by Senate Resolution No. 20,
One Hundred Sixth Congress, Jan. 19, 1999.

Committee on Education and Labor of House of Rep-
resentatives changed to Committee on Education and
the Workforce of House of Representatives by House
Resolution No. 5, One Hundred Twelfth Congress, Jan.
5, 2011.

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-208, div. A, title I, §101(e) [title VI,
§602(d)(2)], Sept. 30, 1996, 110 Stat. 3009-233, 3009-289, pro-
vided that: ‘“The repeals made by paragraph (1) [repeal-
ing this section and section 1087-3 of this title] shall be
effective one year after—

‘‘(A) the date on which all of the obligations of the
trust established under section 440(d)(1) of the Higher
Education Act of 1965 [20 U.S.C. 1087-3(d)(1)] (as added
by subsection (a)) have been extinguished, if a reorga-
nization occurs in accordance with section 440 of such
Act; or

‘“(B) the date on which all of the obligations of the
trust established under subsection [sic] 439(s)(3)(A) of
such Act [20 U.S.C. 1087-2(s)(3)(A)] (as added by sub-
section (c¢)) have been extinguished, if a reorganiza-
tion does not occur in accordance with section 440 of
such Act.”

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by Pub. L. 103-208 effective as if included
in the Higher Education Amendments of 1992, Pub. L.
102-325, except as otherwise provided, see section 5(a) of
Pub. L. 103-208, set out as a note under section 1051 of
this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective July 23, 1992,
except that changes in subsec. (d)(1), relating to facili-
ties loans, applicable with respect to applications re-
ceived on or after July 1, 1992, see section 432 of Pub.
L. 102-325, set out as a note under section 1078 of this
title.

EFFECTIVE DATE OF 1987 AMENDMENT

Amendment by Pub. L. 100-50 effective as if enacted
as part of the Higher Education Amendments of 1986,
Pub. L. 99498, see section 27 of Pub. L. 100-50, set out
as a note under section 1001 of this title.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
in subsecs. (k) and (n) of this section relating to trans-
mitting annual reports to Congress, see section 3003 of
Pub. L. 104-66, as amended, set out as a note under sec-
tion 1113 of Title 31, Money and Finance, and pages 141
and 206 of House Document No. 103-7.

USE OF ASSOCIATION NAMES UPON DISSOLUTION;
ENFORCEMENT

Pub. L. 104-208, div. A, title I, §101(e) [title VI, §602(e),
(f)], Sept. 30, 1996, 110 Stat. 3009-233, 3009-289, 3009290,
provided that:

‘‘(e) ASSOCIATION NAMES.—Upon dissolution in accord-
ance with section 439(s) of the Higher Education Act of
1965 (20 U.S.C. 1087-2[(s)]), the names ‘Student Loan
Marketing Association’, ‘Sallie Mae’, and any vari-
ations thereof may not be used by any entity engaged
in any business similar to the business conducted pur-
suant to section 439 of such Act (as such section was in
effect on the date of enactment of this Act [Sept. 30,
1996]) without the approval of the Secretary of the
Treasury.

‘(f) RIGHT TO ENFORCE.—The Secretary of Education
or the Secretary of the Treasury, as appropriate, may
request that the Attorney General bring an action in
the United States District Court for the District of Co-
lumbia for the enforcement of any provision of sub-
section (e), or may, under the direction or control of
the Attorney General, bring such an action. Such court
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shall have jurisdiction and power to order and require
compliance with subsection (e).”

§1087-3. Reorganization of Student Loan Market-
ing Association through formation of Hold-
ing Company

(a) Actions by Association’s Board of Directors

The Board of Directors of the Association
shall take or cause to be taken all such action
as the Board of Directors deems necessary or ap-
propriate to effect, upon the shareholder ap-
proval described in subsection (b), a restructur-
ing of the common stock ownership of the Asso-
ciation, as set forth in a plan of reorganization
adopted by the Board of Directors (the terms of
which shall be consistent with this section) so
that all of the outstanding common shares of
the Association shall be directly owned by a
Holding Company. Such actions may include, in
the Board of Director’s discretion, a merger of a
wholly owned subsidiary of the Holding Com-
pany with and into the Association, which would
have the effect provided in the plan of reorga-
nization and the law of the jurisdiction in which
such subsidiary is incorporated. As part of the
restructuring, the Board of Directors may
cause—

(1) the common shares of the Association to
be converted, on the reorganization effective
date, to common shares of the Holding Com-
pany on a one for one basis, consistent with
applicable State or District of Columbia law;
and

(2) Holding Company common shares to be
registered with the Securities and Exchange
Commission.

(b) Shareholder approval

The plan of reorganization adopted by the
Board of Directors pursuant to subsection (a)
shall be submitted to common shareholders of
the Association for their approval. The reorga-
nization shall occur on the reorganization effec-
tive date, provided that the plan of reorganiza-
tion has been approved by the affirmative votes,
cast in person or by proxy, of the holders of a
majority of the issued and outstanding shares of
the Association common stock.

(e) Transition

In the event the shareholders of the Associa-
tion approve the plan of reorganization under
subsection (b), the following provisions shall
apply beginning on the reorganization effective
date:

(1) In general

Except as specifically provided in this sec-
tion, until the dissolution date the Associa-
tion shall continue to have all of the rights,
privileges and obligations set forth in, and
shall be subject to all of the limitations and
restrictions of, section 1087-2 of this title, and
the Association shall continue to carry out
the purposes of such section. The Holding
Company and any subsidiary of the Holding
Company (other than the Association) shall
not be entitled to any of the rights, privileges,
and obligations, and shall not be subject to the
limitations and restrictions, applicable to the
Association under section 1087-2 of this title,
except as specifically provided in this section.
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The Holding Company and any subsidiary of
the Holding Company (other than the Associa-
tion or a subsidiary of the Association) shall
not purchase loans insured under this chapter
until such time as the Association ceases ac-
quiring such loans, except that the Holding
Company may purchase such loans if the Asso-
ciation is merely continuing to acquire loans
as a lender of last resort pursuant to section
1087-2(q) of this title or under an agreement
with the Secretary described in paragraph (6).

(2) Transfer of certain property
(A) In general

Except as provided in this section, on the
reorganization effective date or as soon as
practicable thereafter, the Association shall
use the Association’s best efforts to transfer
to the Holding Company or any subsidiary of
the Holding Company (or both), as directed
by the Holding Company, all real and per-
sonal property of the Association (both tan-
gible and intangible) other than the remain-
ing property. Subject to the preceding sen-
tence, such transferred property shall in-
clude all right, title, and interest in—

(i) direct or indirect subsidiaries of the
Association (excluding special purpose
funding companies in existence on Septem-
ber 30, 1996, and any interest in any gov-
ernment-sponsored enterprise);

(ii) contracts, leases, and other agree-
ments of the Association;

(iii) licenses and other intellectual prop-
erty of the Association; and

(iv) any other property of the Associa-
tion.

(B) Construction

Nothing in this paragraph shall be con-
strued to prohibit the Association from
transferring remaining property from time
to time to the Holding Company or any sub-
sidiary of the Holding Company, subject to
the provisions of paragraph (4).

(3) Transfer of personnel

On the reorganization effective date, em-
ployees of the Association shall become em-
ployees of the Holding Company (or any sub-
sidiary of the Holding Company), and the
Holding Company (or any subsidiary of the
Holding Company) shall provide all necessary
and appropriate management and operational
support (including loan servicing) to the Asso-
ciation, as requested by the Association. The
Association, however, may obtain such man-
agement and operational support from persons
or entities not associated with the Holding
Company.

(4) Dividends

The Association may pay dividends in the
form of cash or noncash distributions so long
as at the time of the declaration of such divi-
dends, after giving effect to the payment of
such dividends as of the date of such declara-
tion by the Board of Directors of the Associa-
tion, the Association’s capital would be in
compliance with the capital standards and re-
quirements set forth in section 1087-2(r) of this
title. If, at any time after the reorganization
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