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By Mr. Lamson, a petition of Fred Lamson and another for legislation to
establish the Commonwealth foundation for financial assistance to higher
education. Education.

a in' (Cantmmtinrallh nf iHassarhiiaftts

In the Year One Thousand Nine Hundred and Sixty-Seven

An Act establishing the commonwealth foundation for
FINANCIAL ASSISTANCE TO HIGHER EDUCATION.

Be it enacted by theSenate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 Section 1. There is hereby created a nonprofit corpora-
-2 tion which shall be known as the Commonwealth Foundation.
3 The purpose of said corporation shall be to improve the higher
4 educational opportunities of persons who are residents of this
5 state, and who are attending or plan to attend colleges in this
6 state or elsewhere, by lending funds to such persons, to assist
7 them in meeting their expenses of higher education, in accord-
-8 ance with the provisions of this act.

1 Section 2. As used in this act, the following terms shall
2 have the following meanings:
3 (a) “Corporation” means the Commonwealth Foundation.
4 (b) “Board” means the board of directors of the Founda-
-5 tion.
6 (c) “College” means any institution of education, approved
7 by the corporation, and by the appropriate authority for the
8 state in which it is located, and which provides a course of
9 study leading to the granting of a degree, diploma or certifi-

-10 cate.

1 Section 3. (a) Said corporation shall be governed and all
2 of its corporate powers exercised by a board of directors which
3 shall consist of eleven members, as follows: The chairman and
4 the chief administrative officer of the commission for higher
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education shall serve as members ex officio; five members
shall be appointed by the governor, at least one of whom shall
represent the private colleges, and all of whom shall be electors
of this state; two members from the house of representatives
shall be appointed by the speaker of said house, one of whom
shall be from each major political party; and two members
from the senate shall be appointed by the president pro
tempore of the senate, one of whom shall be from each major
political party. Those members who are appointed by the
governor shall serve for terms of four years each from July
first in the year of their appointment; provided, of the mem-
bers first appointed by the governor, the member appointed
to represent private colleges shall serve for a term of four
years, and, of such remaining members, one shall be appointed
for a term of one year, one shall be appointed for a term of
two years, one shall be appointed for a term of three years,
and one shall be appointed for a term of four years. Those
members who are appointed by the speaker of the house of
representatives and the president pro tempore of the senate
shall be appointed for terms of two years. The board of di-
rectors shall elect, from its own members each year, a chair-
man who shall serve for terms of one year and who shall be
eligible for reelection for successive terms. No person shall
serve as a director after the last day of December in the year
in which he shall be seventy years of age. Vacancies shall be
filled for the unexpired term in the same manner as original
appointments. Directors shall receive no compensation for
their services but shall be reimbursed for their expenses
actually and necessarily incurred by them in the performance
of their duties under this act.
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(b) The board of directors shall provide for the holding of
regular and special meetings. A majority of the directors
shall constitute a quorum for the transaction of any business
and, unless a greater number is required by the by-laws of the
corporation, the act of a majority of the directors present at
any meeting shall be deemed the act of the board.
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(c) The board of directors shall adopt by-laws for the cor-
poration and may appoint such officers and employees as it
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43 deems advisable and may fix their compensation and prescribe
44 their duties.
45 ( d) The board of directors may elect an executive commit-
-46 tee of not less than five members who, in intervals between
47 meetings of the board, may transact such business of the cor-
-48 poration as the board may from time to time authorize. Unless
49 otherwise provided by the by-laws of the corporation, a ma-
-50 jority of the whole of such committee attending shall consti-
-51 tute a quorum for the transaction of any business and the act
52 of a majority of the members of the executive committee
53 present at any meeting thereof shall be the act of such com-
-54 mittee.
55 (e) At the request of the board, the governor may appoint
56 two additional members, who shall be electors of the state,
57 for three years each.

1 Section 4. The board of directors shall have the following
2 powers: (a) To lend or guai’antee the loan of money, upon
3 such terms and conditions as the board may prescribe, within
4 the limitations contained in this act, to persons who are resi-
-5 dents of this state, provided such persons shall have been resi-
-6 dents of this state, for at least one year prior to making ap-
-7 plication under this act, and who are attending or plan to at-
-8 tend colleges in this state or elsewhere, to assist them in meet-
-9 ing their expenses of higher education; provided no such per-

-10 son shall receive any loan or loans in excess of fifteen hun-
-11 dred dollars for any school year and provided no such person
12 shall receive a total of more than seventy-five hundred dollars.
13 Students who are attending or plan to attend colleges on a'
14 part-time basis shall be eligible for loans hereunder. The board
15 shall, by rule, establish minimum qualifications for a person
16 to be deemed a part-time student for the purposes hereof. The
17 board may procure a policy or policies of group life insurance
18 to insure the repayment of loans made or guaranteed by the
19 corporation in the event of the death of an individual to whom
20 a loan is made or guaranteed hereunder.
21 ( b) To take, hold and administer, on behalf of the corpora-
-22 tion and for any of its purposes, real property, personal prop-
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23 erty and moneys, or any interest therein, and the income
24 therefrom, either absolutely or in trust, for any purpose of the
25 corporation. The board of directors may acquire property or
26 moneys for such purpose by purchase or lease and by the ac-
-27 ceptance of gifts, grants, bequests, devises or loans; provided
28 no obligation of the corporation shall be a debt of the state,
29 and the corporation shall have no power to make its debts
30 payable out of any moneys except those of the corporation.
31 (c) To enter into contracts with institutions of higher
32 education, or nonprofit organizations, providing for admini-
-33 stration and guarantee of student loans, upon such terms as
34 may be agreed upon between the corporation and any such
35 institution or organization.
36 (d) To sue and be sued in the name of the corporation.
37 Process in any action or proceeding may be served upon the
38 secretary of the state, as agent for corporation, in the man-
-39 ner provided by law.
40 (e) To adopt rules and regulations, not inconsistent with
41 law, governing the qualifications, including financial need, and
42 application for and the granting, administration and repay-
-43 ment of loans, or the guarantee of loans, may be the corpora-
-44 tion, and the governing any other matters relating to the ac-
-45 tivities of the corporation.
46 {/) To perform such other acts as may be necessary or ap-
-47 propriate to carry out effectively the objects and purposes of
48 the corporation, as specified in this act.

1 Section 5. (a) Any loan made or guaranteed by the cor-
-2 poration shall bear simple interest at a rate not in excess of
3 six per cent per annum; and the corporation shall not guaran-
-4 tee any loan which bears interest at a rate higher than the
5 then prevailing rate of interest, up to a maximum of six per
6 cent per annum, which the lender charges to other persons, for
7 similar type loans which are not guaranteed by the corpora-
-8 tion, unless the board determines that such a higher rate of in-
-9 terest is justified by special circumstances and would be con-

-10 sistent with the general objectives of the corporation.
11 (b) In the case of loans made by the corporation, the rate
12 of simple interest charged to the borrower shall be at the dis-
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13 cretion of the board but shall not exceed six per cent per an-
-14 num for the period during which he is regularly pursuing the
15 college program for which such loans were made; provided
18 such period shall not exceed eight years from the time of
17 granting such loan or the termination of a semester during
18 which the borrower ceases to be a resident of this state. Upon
19 the borrower’s completion of such college program, or upon
20 the termination of such program prior to its completion, or
21 upon the expiration of a period of eight years from the time
22 of granting such loan, such borrower shall pay interest ac-
-23 cruing on such loan, as the board shall prescribe, up to a
24 maximum of six per cent per annum; provided when any bor-
-25 rower ceases to be a resident of this state he shall pay all in-
-26 terest, at the then prevailing rate, accruing subsequent to the
27 termination of the semester during which he ceased to be such
28 a resident.
29 (c) In the case of loans guaranteed by the corporation, at
30 least one-half of the interest payable pursuant to subsection
31 (a) of this section, and such additional interest as the board
32 may determine, shall be paid on behalf of the borrower by the
33 corporation for the period during which he is regularly pur-
-34 suing the college program for which such loan was made;
35 provided such period shall not exceed eight years from the
36 time of granting such loan or the termination of a semester
37 during which the borrower ceases to be a resident of this
38 state. Upon the borrower’s completion of such college pro-
-39 gram, or upon the termination of such program prior to its
40 completion or upon the expiration of a period of eight years
41 from the time of granting such loan, the borrower shall pay
42 the interest accruing on such loan up to a maximum of six
43 per cent per annum and the corporation shall pay on behalf
44 of the borrower any interest in excess of said six per cent;
45 provided, when any borrower ceases to be a resident of this
46 state, he shall pay all interest accruing subsequent to the
47 termination of the semester during which he ceased to be
48 such a resident.
49 (d) The corporation shall at all times maintain an ade-
-50 quate guarantee reserve fund in an amount to be determined
51 by the board.
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1 Section 6. (a) The terms and conditions of any loan made
2 or guaranteed by the corporation shall not require the bor-
-3 rower thereof to commence the repayment of his loan and
4 any interest thereon, earlier than one year following his com-
-5 pletion of the college program for which such loan was made
6 or earlier than three months after the termination of a
7 semester during which the borrower ceases to be a resident of
8 the state, whichever occurs first. Such a borrower shall not
9 be required to repay in full any such loan or any interest

10 thereon earlier than four years from the date of completion
11 or other termination of his college program where the prin-
-12 cipal amount of the loan does not exceed the sum of fifteen
13 hundred dollars, or six years where such principal amount
14 is fifteen hundred dollars or more but less than three thou-
-15 sand dollars, or eight years where such principal amount is
16 three thousand dollars or more but less than five thousand
17 dollars, or twelve years where such principal amount is five
18 thousand dollars or more.
19 (b) The terms and condition of any loan made or guaran-
-20 teed by the corporation shall require that the borrower agree
21 that not more than fifty per cent in any given year be used by
22 the borrower for books, supplies, room and board, commuta-
-23 tion or non-academic school activities; provided in the case
24 of a graduate student not more than two-thirds of such loan
25 may be so used.
26 (c) Notwithstanding anything to the contrary provided in
27 this section, the corporation may make or guarantee a loan
28 under terms and conditions with respect to repayment which
29 are more lenient or more restrictive as to the borrower than
30 prescribed by this section if the board determines that such
31 action on its part is justified by special circumstances and
32 would be consistent with the general objectives of the corpora-
-33 tion. In the case of medical students consideration shall be
34 given to the period of formal internship, residency training
35 and fellowship, if any, and to financial need in determining
33 the period of repayment. In the case of borrowers on active
37 duty in the armed forces for not more than two years, con-
-38 sideration also shall be given to financial need in determining
39 the period of repayment.
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40 (d) The corporation shall, upon the satisfactory comple-
tion by any borrower of the college program for which such41

42 loan was made, pay ten per cent of the total amount required
43 to be repaid by such borrower on that portion of the loan40

applied to tuition and academic fees and said corporation may,44

in its discretion, pay up to twenty per cent more of such total45
46 amount required to be repaid by such borrower on that por-
-47 tion of the loan applied to such tuition and academic fees when
48 it determines that such action is justified by the financial
49 need, outstanding achievement or potential of the borrower.

Section 7. Any person otherwise qualifying for a loan from
the corporation, or qualifying for a loan guaranteed by the
corporation, shall be not disqualified by reason of his being
under the age of twenty-one years and for the purpose of ap-
plying for, receiving and repaying such a loan any such per-
son shall be deemed to have full legal capacity to act and
shall have all the rights, powers, privileges and obligations
of a person of full age, with respect thereto.
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Section 8. Notwithstanding the provisions of any general

statute or special act or the provisions of any certificate of
incorporation, charter or other articles of organization, all
domestic corporations or associations organized for the pur-
pose of carrying on business in this state and any person is
hereby authorized to make contributions to the Commonwealth
Foundation for Assistance to Higher Education and such con-
tributions shall be allowed as deductions in computing the net
taxable income of any such person, corporation or association
for purposes of any income or franchise tax imposed by the
state.
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1 Section 9. The property, income, obligations and activities
2 of the Commonwealth Foundation for Assistance of Higher
3 Education shall be exempt from all taxes and assessments by
4 the state or any political subdivision thereof.
1 Section 10. (a) The corporation shall be subject to the
2 supervision and examination of the bank commissioner, but
3 shall not be deemed to be a banking organization nor required
4 to pay a fee for any such supervision or examination. Such
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5 corporation shall make an annual report, on or before July
6 first, of its condition to the governor, the commission for
7 higher education, and the bank commissioner, and shall make
8 such report to the general assembly, on or before January
9 fifteenth in the odd-numbered years.fifteenth in the odd-numbered years.

10 (b) The corporation, in its discretion, may continue, trans-
it fer, guarantee or administer any loans for education granted
12 prior to this act to borrowers who qualify hereunder. Any
13 public or private loan fund which desires to transfer its as-
14 sets to the corporation may do so, and the corporation may
15 assume the guarantees and other obligations of such fund
16 then outstanding in each case upon such terms and conditions
17 as the board shall prescribe.

Section 11. The corporation and its corporate existence
shall continue until terminated by law upon a finding that
there no longer exists any need for such a corporation; pro-
vided no such law shall take effect so long as the corporation
shall have notes or other obligations outstanding. For the
purpose of this section, any appropriation or advance made
to the corporation shall have notes or other obligations out-
standing. For the purpose of this section, any appropriation
or advance made to the corporation by the state, which has
not been repaid, shall not be deemed to be an outstanding
obligation of the corporation. Upon the dissolution of the
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corporation or the cessation of its activities all the property
and moneys of such corporation shall be vested in the general
fund, except that any funds received by the corporation as
gifts, grants, bequests, devises or contributions shall be paid
over, upon dissolution, to the respective undergraduate scholar-
ship funds of higher educational institutions located in Massa-
chusetts, gifts to which are deductible or exempt from in-
come, estate and succession taxation as more specifically de-
scribed in sections 170(c) (2), 501(c) (3) and 2055(a) (2) of
the Internal Revenue Code of 1954 and in the general statutes,,
in such proportions as a majority of the board shall in its
absolute discretion determine.
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