
Mr. Wetmore of Bane, petition of Robert D. Wetmore and Edward J.Dever,
r legislation to establish the Massachusetts student loan foundation. Edu-

;atn

In the Year One Thousand Nine Hundred and Sixty-Nine.

An Act establishing the Massachusetts student loan
FOUNDATION.

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

1 Section 1. The General Laws are hereby amended by in-
-2 serting after chapter 15 the following chapter:

3

Massachusetts Student Loan Foundation.

5 Section 1. There is hereby created a non-profit corporation
6 which shall be known as the Massachusetts Student Loan
7 Foundation. The purpose of said corporation shall be to im-
-8 prove the higher education opportunities of persons who are
9 residents of this commonwealth, and who are attending or plan

10 to attend colleges in this commonwealth or elsewhere, by
11 lending funds to such persons, or guaranteeing the loan of
12 funds to such persons, to assist them in meeting their expenses
13 of higher education, in accordance with the provisions of this
14 chapter.
15 Section 2. As used in this chapter, the following words shall
16 have the following meanings: (a) “Corporation”, the Massachu-
-17 setts Student Loan Foundation.
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18 (h) “Board”, the board of directors of the Massachusetts
19 Student Loan Foundation.
20 (c) “College”, any institution of higher education, ap-
21 proved by the coiporation, and by the appropriate authority
22 for the state in which it is located, and which provides a course
23 of study leading to the granting of a post-secondary degree,
24 diploma or certificate.
25 Section 3. Said corporation shall be governed and all of its
26 corporate powers exercised by a board of directors which shall
27 consist of eleven members, as follows: The chairman and the
28 chief administrative officer of the board of higher education
29 shall serve as members; five members shall be appointed by the
30 governor, at least one of whom shall represent the private col-
31 leges, and all of whom shall be citizens of the commonwealth;
32 two members from the house of representatives shall be ap-
33 pointed by the speaker thereof, one of whom shall be from each
34 major political party; and two members from the senate shall
35 be appointed by the president thereof, one of whom shall be
36 from each major political party. The members who are ap-
37 pointed by the governor shall serve for terms of four years
38 each from July first in the year of their appointment. Those
39 members who are appointed by the speaker of the house of
40 representatives and the president of the senate shall be ap-
41 pointed for terms of two years from July first in the year of
42 their appointment. The board shall elect, from its own mem-
43 bers each year, a chairman and a vice chairman who shall serve
44 for terms of one year and who shall be eligible for re-election
45 for successive terms. No person shall serve as a director after
46 the last day of December in the year in which he shall be
47 seventy years of age. Vacancies shall be filled for the un-
48 expired term in the same manner as original appointments.
49 Directors shall receive no compensation for their services but
50 shall be reimbursed for their expenses actually and neces
51 sarily incurred by them in the performance of their duties
52 under this chapter.
53 The board shall provide for the holding of regular and special

54 meetings. A majority of the directors shall constitute a quorum
55 for the transaction of any business and, unless a greater num-
56 ber is required by the by-laws of the corporation, the act of a
57 majority of the directors present at any meeting shall be
58 deemed the act of the board.
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4

The board shall adopt by-laws for the corporation and may
appoint such officers and employees as it deems advisable and
may fix their compensation and prescribe their duties.

59
60
61

The board may elect an executive committee of not less than
five members who, in intervals between meetings of the board,
may transact such business of the corporation as the board
may from time to time authorize. Unless otherwise provided
by by-laws of the corporation, a majority of the whole of such
committee attending shall constitute a quorum for the trans-
action of any business and the act of a majority of the members
of the executive committee present at any meeting thereof
shall be the act of such committee.
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At the request of the board, the governor may appoint two
additional members, who shall be citizens of the common-
wealth, for terms of three years each.

71
79

73
Section 4- The board shall have the following powers:74
(a) To lend or guarantee the loan of money, upon such

terms and conditions as the board may prescribe, within the
limitations contained in this chapter, to persons who are resi-
dents of the commonwealth, provided such persons shall have
been residents of the commonwealth for at least one year prior
to making application under this chapter, and who are attending
or plan to attend colleges in the commonwealth or elsewhere,
to assist them in meeting their expenses of higher education;
provided no such person shall receive any loan or loans in ex-
cess of fifteen hundred dollars for any school year and pro-
vided no such person shall at any one time have a total loan
balance outstanding of more than seventy-five hundred dollars.
Students who are attending or plan to attend colleges on a
part-time basis shall be eligible for loans hereunder. The
board shall, by rule, establish minimum qualifications for a
person to be deemed a part-time student for the purposes
hereof. The board may procure a policy or policies of group
life insurance to insure the repayment of loans made or guar-
anteed by the corporation in the event of the death of an in-
dividual to whom a loan is made or guaranteed hereunder.
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(6) To hold and administer, on behalf of the corporation and
for any of its purposes, real property, personal property and
moneys, or any interest therein, and the income therefrom,
either absolutely or in trust, for any purpose of the corporation.
The board may acquire property or moneys for such purpose

95
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100 by purchase or lease and by the acceptance of gifts, grant
101 bequests, devises or loans; provided no obligation of the
102 corporation shall be a debt of the commonwealth, an iO-

103 ration shall have no power to make its debts payable out of
104 any moneys except those of the corporati
105 (c) To enter into contracts with institutions of higher edu-
106 cation, or nonprofit organizations, providing for administration
107 and guarantee of student loans, upon such terms as may be
108 agreed upon between the corporation and any such institution
109 or organization.

110 (d) To sue and be sued in the name of the corporation
111 Process in any action or proceeding may be served upon the
112 state secretary, as agent for the corporation.
113 (e) To adopt rules and regulations, not inconsistent with
114 law, governing the qualifications, including financial need, and
115 application for and the granting, administration and terms of
116 loans, made or guaranteed by the corporation, and governing
117 any other matters relating to the activities of the corporation.
118 Section 6. Any loan made or guaranteed by the corpora-
119 tion shall bear simple interest at a rate not in excess of six
120 per cent per annum; and the corporation shall not guarantee
121 any loan which bears interest at a rate higher than the prevail-
-122 ing rate of interest, up to a maximum of six per cent per annum,
123 which the lender charges to other persons for similar type
124 loans which are not guaranteed by the corporation, unless the
125 board determines that such a higher rate of interest is justified
126 by special circumstances and would be consistent with the
127 general objectives of the corporation.
128 In the case of loans made by the corporation, the rate of
129 simple interest charged to the borrower shall be at the dis-
-130 cretion of the board but shall not exceed six per cent per
131 annum for the period during which he is regularly pursuing the
132 college program for which such loan was made; provided such
133 period shall not exceed eight years from the time of granting
134 such loan or the termination of a semester during which the
135 borrower ceases to be a resident of the commonwealth. Upon
136 the borrower’s completion of such college program, or upon the
137 termination of such program prior to its completion, or upon
138 the expiration of a period of eight years from the time of
139 granting such loan, such borrower shall pay interest accruing
140 on such loan, as the board shall prescribe, up to a maximum
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provided when any borrower
commonwealth he shall pay all

141 of six per cent per annum;
142 ceases to be a resident of the
143 interest, at the then prevailh
144 the termination of the semest
145 such a resident.
146 In the case of loans guarant

g rate, accruing subsequent to
t during which he ceased to be

3d by the corporation, upon the
147 borrower’s completion of the program for which the loan wa

upon the termination of such program prior to it148 mad
149 completion or upon the expiration of a period of eight year

from the time of granting such loan, the borrower shall paj150
he interest accruing on such loan up to a maximum of six151

per cent per annum and the corporation shall pay on behalf of152
the borrower any interest in excess of said six per cent; pro-153
vided, when any borrower ceases to be a resident of the com154
monwealth, he shall pay all interest accruing subsequent to155
the termination of the semester during which he. ceased to 1>156 the termination

157 such a resident.
158 The corporatThe corporation shall at all times maintain an adequate

;uarantee reserve fund in an amount to be determined by the159
board which fund shall be the total of (1) the amount of funds160
held in the guarantee reserve fund by the corporation and161
(2) the amount of bonds authorized for issuance, the proceeds162
of which are to be deposited in the guarantee reserve fund.163

164 Section 6. (a) The terms and conditions of any loan made
or guaranteed by the corporation shall not require the bor-165
rower thereof to commence the repayment of his loan and any166
interest thereon, earlier than one year following his compl167

am for which such loan was made or168 tion of the college j
169 earlier than nine months following the termination of such
170 program prior to its completion. No student who loses his
171 status as a resident of the commonwealth shall be required to
172 commence repayment of interest or principal on any loan made
173 or guaranteed by the foundation prior to the date that he
174 would have been so required had he remained a resident of the
175 commonwealth. A borrower shall not be required to repay in
176 full any such loan or any interest thereon earlier than four
177 years from the date of completion or other termination of his
178 college program for which the loan was made where the prin-
-179 cipal amount of the loan is less than the sum of two thousand
180 dollars, or five years where such principal amount is two
181 thousand dollars or more but less than three thousand dol-
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182 lars, or six years where such principal amount is three thousand
183 dollars or more but less than four thousand dollars, or eight
184 years where such principal amount is four thousand dollars or
185 more but less than five thousand dollars, or ten years where
186 such principal amount is five thousand dollars or mo
187 (6) The terms and conditions of any loan made or guaran-
188 teed by the corporation shall require that the borrower agree
189 that not more than seven hundred and fifty dollars in any
190 given year be used by the borrower for books, supplies, room
191 and board, commutation or nonacademic school activities
192 provided in the case of a graduate student not more than two-
193 thirds of such loan may be so used and provided in no event
194 shall a student be refused a loan of one thousand dollars if his
195 need therefor is demonstrated.
196 (c) Notwithstanding anything to the contrary provided in
197 this section, the corporation may make or guarantee a loan
198 under terms and conditions with respect to repayment which
199 are more lenient or more restrictive as to the borrower than
200 prescribed by this section if the board determines that such
201 action on its part is justified by special circumstances and
202 would be consistent with the general objectives of the corpora
203 tion. In the case of medical students consideration shall be
204 given to the period of formal internship, residency training
205 and fellowship, if any, and to financial need in determining
206 the period of repayment. In the case of borrowers on active
207 duty in the armed forces for not more than two years, con-
208 sideration also shall be giv
209 the period of repayment.

11 to financial need in determining
In the case of borrowers on active

210 duty in the armed forces for not more than two years, consid-
211 eration also shall be given to financial need in determining the
212 neriod of repayment

213 (d) The corporation shall, in accordance with such regula-to

214 tions establishing maximum income limitations as the corpora-
215 tion shall adopt and upon the satisfactory completion by any
216 borrower of a college program for which such loan was made^
217 repay the lending institution ten per cent of the total amount
218 required to be repaid by such borrower on that portion of th
219 lo;
220 tion may, in its discretion, pay up to twenty per cent more of
221 such total amount required to be repaid r on
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222 that portion of the loan applicable to such tuition and academic
fees when it determines that such action is justified by the223
financial need, outstanding achievement or potential of the224
borrower. This paragraph shall apply to those borrowers who225
qualify for interest benefits pursuant to the Federal Higher226
Education Act of 1965 and amendments thereto.227

Section 7. Any person otherwise qualifying for a loan made228
or guaranteed by the corporation, shall not be disqualified by229
reason of his being under the age of twenty-one years and for230
the purpose of applying for, receiving and repaying such a loan231

232 any such person shall be deemed to have full legal capacity to
act and shall have all the rights, poAvers, privileges and obliga^200oo

234 tions of a person of full age, \Adth respect thereto
235 Section 8. As used in sections eight to thirteen, inclusive
236 the folloAving Avords shall have the following meanin
237 (a) “Vocational or technical education” means education957

designed to proA’ide occupational skills more advanced than238
ihose generally provided at the high school level and which239

proAndes not less than three hundred clock hours of classroom240
instruction or its equivalent or, in the case of a program offered241
by correspondence, requiring normal completion in not less242
than six months;243

(5) “Eligible institution” means a business or trade school244
or technical institution or other technical or vocational school245
which (1) admits as regular students only persons Avho have246
completed or left elementary or secondary school and who247

248 have the ability to benefit from the training offered by the in-
stitution; (2) may by larv provide a program of postsecondary249

250 vocational or technical educ ion designed to fit individuals
grazed occupations; and (3) has251 for useful employment in n

252 been in existence for tivo year and has been specially accredited
)ner of education or his design253 by the United States comm
ins a student who is enro 1id in,254 (c) “Full-time student” m

255 and is carrying a sufficien umber of credit hours or clock
program in which he is enrolled
semesters, terms or clock hours

256 hours to complete the trainin
257 in no more than the numb
258 normally taken therefor tution in Avhich
259 rolled. This
260 combination

i

261 AA’het not for credit, which the institution •rs full-
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262 time study, but in no case less than twenty-five clock hours or
263 fourteen semester or quarter hours of instruction, or its
264 equivale

265 (d) “Half-time student” means a student who is carrying
266 at least one-half the normal full-time workload as defined in
267 subsection (c). All students engaged in a program of study by
268 correspondence which is offered as requiring at least twelve
269 hours preparation per week shall be considered half-time stu-
270 dents for the purpose of sections eight to thirteen, inclusive
271 Section 9. In addition to the purpose in section one, a pur-
272 pose of the corporation shall be to make it possible for students
273 to borrow money for education and training in schools of busi-
274 ness, trade, technology and other vocational fields by providing
275 the means by which they may obtain guaranteed loans to assist
276 them in meeting the expenses of their education and trainin
277 The foundation may lend or guarantee the loan of money, upon
278 such terms and conditions as its board of directors may pre-
279 scribe within the limits of sections eight to thirteen, inclusive,
280 to persons who are residents of the commonwealth, have been
281 such residents for at least one year prior to making application
282 under said sections and are participating in vocational train-
283 ing programs in eligible institutions in the commonwealth or
284 elsewhere to assist them in meeting their expenses of higher
285 education; provided no such person shall receive any loan or
286 loans in excess of fifteen hundred dollars for any school year
287 or at any one time have a total loan balance outstanding of
288 more than three thousand dollars. No student attending or
289 planning to attend or participate in a vocational training pro-
290 gram shall be eligible for for;
291 eight to thirteen, inclusive,
292 family of such student, det

ess payments under sectio:
if the adjusted income of the
rmined in accordance with the
rher Education Act of 1965, as
dollars or more. Students who

!93 provisions of the Federal FI
:94 amended, is fifteen thousand
95 are attending or plan to attend vocational training programs

296 on a half-time basis shall be eligible for loans hereunder. The
97 board shall, by rule, establish minimum qualifications for a

298 person to be deemed a half-time student for the purposes hereof.
299 The board may procure a policy or policies of group life insur-
-300 ance to insure the repayment of loans made or guaranteed by
301 the corporation in the event of the death of an individual to
302 whom a loan is made or guaranteed hereunde:
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Section 10. In the case of loans made by the corporation
under the provisions of section nine, the rate of simple interest
charged to the borrower shall be at the discretion of the board
but shall not exceed six per cent per annum for the period
during which the student is regularly pursuing the program
for which such loan was made; provided such period shall not
exceed four years from the time of granting such loan or the
time of termination of the program during which the borrower
ceases to be a resident of the commonwealth. Upon the bor-
rower’s completion of such program, or upon the termination
of such program prior to its completion, or upon the expiration
of a period of four years from the time of granting such loan,
such borrower shall pay interest accruing on such loan, as the
board shall prescribe, up to a maximum of six per cent per
annum; provided when any borrower ceases to be a resident
of the commonwealth he shall pay all interest, at the then
prevailing rate, accruing subsequent to the time of termination
of the program during which he ceased to be such a resident.
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Section 11. The terms and conditions of any loan made or
guaranteed by said foundation under the provisions of sections
eight to thirteen, inclusive, shall (1) require the borrower
thereof to repay his loan and any interest thereon within nine
years from the date of execution of the note or other evidence
of the loan, provided that where the total of the guaranteed
loans to any student which are held by one person, exceeds
one thousand dollars, repayment of such loans shall be in
installments over a period of not less than three nor more

321
322
321

324
325
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327
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329

then six years beginning not earlier than nine months nor
later than one year after the student ceases to pursue his course

330
331

of study; (2) authorize interest on the unpaid principal balance
of the loan at a yearly rate not in excess of six per cent per year
exclusive of any premium for insurance which may be passed
on to the borrower, but such insurance premium may not
result in charges in excess of the equivalent of one-half of
one per cent per year on the unpaid principal balance; (3) guar-

332
dew

334
)

336
337

antee one hundred per cent of the unpaid principal balance
and interest of loans granted under the program; (4) provide
that benefits of the loan guarantee program shall not be denied
any student because of his family income or lack of need if
his adjusted family income at the time of the execution of the
note or other written evidence of agreement is less than fifteen

338
339
340
341
342
343
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344 thousand dollars, as determined under the provisions of the
Federal Higher Education Act of 1965, as amended, and (5)345
provide that a student may obtain insurance under the program346
for a loan for any year of study or training at an eligible insti-347
tution. No student who loses his status as a resident of the348
commonwealth shall be required to commence repayment of349
interest or principal on any loan made or guaranteed by the350
foundation prior to the date that he would have been so351

352 required had he remained a resident of the commonwealth.
353 Section 12. The provisions of subdivisions (c) and (e) of

section four and of sections seven and eight shall apply to loans354
made or guaranteed under the provisions of sections eight to355
thirteen, inclusive.356

Section 13. Notwithstanding the provisions of any general357
or special law to the contrary or the provisions of any certificate358
of incorporation, charter or other articles of organization, all359
domestic corporations or associations organized for the purpose360
of carrying on business in the commonwealth and any person361
are hereby authorized to make contributions to the Massa-362
chusetts Student Loan Foundation and such contributions363
shall be allowed as deductions in computing the net taxable364
income of any such person, corporation or association for365
purposes of any income or excise tax imposed by the corn-366
monwealth.367

Section IJ+. The property, income, obligations and activit368
of the Massachusetts Student Loan Foundation shall be exempt369
from all taxes and assessments by the commonwealth or any370
political subdivision thereof.171

372372 Section 15. (a) The corporation shall be subject to the
373 supervision and examination of the bank commissioner, but

shall not be deemed to be a banking organization nor required374
375 to pay a fee for any such supervision or examination. Such

corporation shall make an annual report, on or before July first,176
of its condition to the governor and the bank commissioner,377

178 and shall make such report to the general court, on or before
379 January fifteenth in the odd-numbered years
380 ( h ) Any public or private loan fund which desires to transfer
381 its assets to the corporation may do so, and the corporatiition

382 may assume the guarantees and other obligations of such fund38.

then outstanding in each case upon such terms and conditions383
as the board shall prescribe384
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385 Section 16. The corporation and its corporate existence
386 shall continue until terminated by law upon a finding that
387 there no longer exists any need for such a corporation; provided
388 no such law shall take effect so long as the corporation shall

have notes or other obligations outstanding. For the purpose389
of this section, any appropriation or advance made to the390
corporation by the commonwealth, which has not been repaid,391
shall not be deemed to be an outstanding obligation of the392
corporation. Upon the dissolution of the corporation or the393
cessation of its activities all the property and moneys of such394
corporation shall be vested in the general fund, except that395
any funds received by the corporation as gifts, grants, bequests,396
devises or contributions shall be paid over, upon dissolution,397
to the respective undergraduate scholarship funds of higher398
educational institutions located in the commonwealth.399

Section 17. Any person who, by means of an intentionally400
false statement or misrepresentation, obtains, or attempts to401
obtain, or aids or abets any person to obtain, any loan or102
guaranty thereof under the provisions of this chapter shall be403
fined not more than two hundred dollars or imprisoned not404
more than six months or both. The corporation may require405
such financial information as it deems necessary to substantiate406

the information contained in the application for assistance407
408

Section 18. The corporation shall establish and maintain109
three funds; The operating fund, the guarantee reserve fund110
and the contribution fund. (1) There shall be charged to the111
operating fund any and all expenses of the corporation, includ-112
ing but not limited to administration and general expenses of113
the corporation, payment of interest to lenders on any and414
all loans guaranteed by the corporation and payment of that415
portion of the loan applied by the borrower to tuition and116

academic fees as determined by the corporation pursuant to417
118 subsection (d) of section six, exclusive of expenses andand pay-
119 ments properly chargeable to the guarantee reserve fund
420 There shall be credited to the operating fund any and all

421 receipts of income of the corporation, including but not limited
422 to all income from funds and property held by or for the
423 benefit of the corporation, including income derived from the
424 contribution fund and guarantee reserve fund, all payments of
425 interest received by the corporation from borrowers on any

under this chapter.
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and all loans made or guaranteed by the corporation and all
payments from the commonwealth designated to be used by
the corporation to pay (A) administrative and general expenses
of the corporation, (B) interest on loans guaranteed by the
corporation or (C) that portion of the loan applied by the
borrower to tuition and academic fees as determined under
subsection (d) of section six, exclusive of any receipts of prin-
cipal properly creditable to the guarantee reserve fund. Moneys
in the operating fund not needed to meet the expenses of the
corporation may be lent or transferred to the guarantee reserve
fund or invested in the manner provided by law. If money
is needed in said fund to meet obligations, the board may,
with the approval of the commissioner of administration and
finance, borrow temporarily from the guarantee reserve fund.
(2) There shall be charged to the guarantee reserve fund all
payments by the corporation of loans, and interest on loans,
which are in default, and all direct expenses and payments
incurred in attempting to recover money owed to the corpo-
ration by borrowers in default. There shall be credited to
said fund all money or other assets of whatever nature received
by the corporation as the result of action taken to obtain
payments from borrowers in default, all payments from the
commonwealth designated for the guarantee reserve fund and
the amount of bonds authorized for issuance by the general
court the proceeds of which are to be deposited in the guarantee
reserve fund. If additional money is needed in said fund to
meet obligations, the board may, with the approval of the
commissioner of administration and finance, borrow tempo-
rarily from the general fund for such purpose. Moneys in
the fund not needed currently to meet its expenses and obliga-
tions may be invested in the manner provided by law. (3) All
contributions received by the corporation pursuant to section
thirteen shall be held in the contribution fund and all income
resulting from said fund shall be paid to the operating fund.
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Section 2. To meet the expenditure necessary in carrying
out the provisions of section one of this act, the state treasurer9

shall, upon request of the governor, issue and sell at public3

or private sale bonds of the commonwealth, registered or with4
interest coupons attached, as he may deem best, to an amount5

6 to be specified by the governor from time to time, but not
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7 exceeding in the aggregate, the sum of twenty-five million
8 dollars. All bonds issued by the commonwealth, as aforesaid,
9 shall be designated on their face Massachusetts Student Loan

10 Foundation Loan, Act of 1969, and shall be on the serial pay-
-11 ment plan for such maximum term of years, not exceeding
12 twenty years, as the governor may recommend to the general
13 court pursuant to section 3 of Article LXII of the Amendments
14 to the Constitution of the Commonwealth, the maturities
15 thereof to be so arranged that the amounts payable in the
16 several years of the period of amortization other than the
17 final year shall be as nearly equal as in the opinion of the state
18 treasurer it is practicable to make them. Said bonds shall
19 bear interest semi-annually at such rate as the state treasurer,
20 with the approval of the governor, shall fix. The initial maturi-
-21 ties of such bonds shall be payable not later than one year
22 from the date of issue thereof and the entire issue not later
23 than June thirtieth, two thousand. The bonds issued pursuant
24 to the provisions hereof shall be general obligations of the
25 commonwealth and the full faith and credit of the common-
-26 wealth are pledged for the payment of the principal and interest
27 on said bonds as the same become due.








