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on which the loan guarantee was ap-
proved by the Secretary.

§57.1512 Length
loans.

The repayment period for loans with
respect to which guarantees are made
or interest subsidies paid under this
subpart shall be limited to 30 years:
Provided, That:

(a) The Secretary may, in particular
cases where he determines that a re-
payment period of less than 30 years is
more appropriate to an applicant’s
total financial plan, approve such
shorter repayment period;

(b) The Secretary may, in particular
cases where he determines that, be-
cause of unusual circumstances, the
applicant would be financially unable
to amortize the loan over a repayment
period of 30 years, approve a longer re-
quirement period which shall in no
case exceed 40 years; and

(¢) In no case shall a loan repayment
period exceed the useful life of the fa-
cility to be constructed with the assist-
ance of the loan.

and maturity of

§57.1513 Repayment.

Unless otherwise specifically author-
ized by the Secretary, each loan with
respect to which a guarantee is made
or interest subsidies are paid shall be
repayable in substantially level total
annual installments of principal and
interest, sufficient to amortize the
loan through the final year of the life
of the loan.

§57.1514 Loan guarantee and interest
subsidy agreements.

For each application for a loan guar-
antee or interest subsidy, or combina-
tion thereof, which is approved by the
Secretary under this subpart, an offer
to guarantee such loan and/or make in-
terest subsidy payments with respect
thereto will be sent to the applicant,
setting forth the pertinent terms and
conditions for the loan guarantee and/
or interest subsidy, and will be condi-
tioned upon the fulfillment of such
terms and conditions. The accepted
offer will constitute the loan guarantee
agreement, the interest subsidy agree-
ment, or the loan guarantee and inter-
est subsidy agreement, as the case may
be. Each such agreement shall include
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the applicable provisions set forth
below:

(a) Loan guarantee. Each agreement
pertaining to a loan guarantee shall in-
clude the following provisions:

(1) That the loan guarantee evidenced
by the agreement shall be incontest-
able (i) in the hands of the applicant on
whose behalf such loan guarantee is
made except for fraud or misrepresen-
tation on the part of such applicant,
and (ii) as to any person who makes or
contracts to make a loan to such appli-
cant in reliance on such guarantee, ex-
cept for fraud or misrepresentation on
the part of such other person.

(2) That the applicant shall be per-
mitted to prepay up to 15 percent of
the original principal amount of such
loan in any calendar year without addi-
tional charge. The applicant and the
lender may further agree that the ap-
plicant shall be permitted to prepay in
excess of 15 percent of the original
amount of the loan in any calendar
year without additional charge, but no
such payment in excess of 15 percent
shall be made without the prior writ-
ten approval of the Secretary.

(3) That if the applicant shall default
in making periodic payment, when due,
of the principal and interest on the
loan guaranteed under the agreement,
the holder of the loan shall promptly
give the Secretary written notification
of such default. The Secretary shall,
immediately upon receipt of such no-
tice, provide the holder with written
acknowledgement of such receipt.

(4) That if such default in making
periodic payment when due of the prin-
cipal and interest on the guaranteed
loan is not cured within 90 days after
receipt by the Secretary of notice of
such default, the holder of the loan
shall have the right to make demand
upon the Secretary, in such form and
manner as the Secretary may pre-
scribe, for payment of 90 percent of the
amount of the overdue payments of
principal and accrued interest, to-
gether with such reasonable late
charges as are made in accordance with
the terms of the credit instrument or
security instrument evidencing or se-
curing such loan. The Secretary shall
pay such amount from funds available
to him for these purposes.
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(5) That in the event of exercise by
the holder of the loan of any right to
accelerate payment of such loan as a
result of the applicants default in mak-
ing periodic payment when due of the
principal and interest on the guaran-
teed loan, the Secretary shall, upon de-
mand by the holder not less than 90
days after receipt by the Secretary of
notification of such default, pay to
such holder 90 percent of the total
amount of principal and of interest on
the loan remaining unpaid after the
holder has exercised his right to fore-
close upon and dispose of the security
and has applied the proceeds thereby
received to reduce the outstanding bal-
ance of the loan, in accordance with
applicable law and the terms of the se-
curity instrument.

(6) That the Secretary shall not guar-
antee any funds which are disbursed by
a lender following notification by the
Secretary to such lender that the As-
surance executed by the Applicant
under section 799A of the Act is no
longer satisfactory.

(b) Interest subsidy. Each agreement
pertaining to the payment of interest
subsidies with respect to a loan shall
include the following provisions:

(1) That the holder of the loan shall
have a contractual right to receive
from the United States interest sub-
sidy payments in amounts sufficient to
reduce by up to 3 percent per annum
the net effective interest rate deter-
mined by the Secretary to be otherwise
payable on such loan.

(2) That payments of interest sub-
sidies pursuant to paragraph (b)(1) of
this section will be made by the Sec-
retary, in accordance with the terms of
the loan with respect to which the in-
terest subsidies are paid, directly to
the holder of such loan, or to a trustee
or agent designated in writing to the
Secretary by such holder, until such
time as the Secretary is notified in
writing by the holder that such loan
has been transferred. Pursuant to such
written notification of transfer, the
Secretary will make such interest pay-
ments directly to the new holder
(transferee) of the loan: Provided, how-
ever, That it shall be the responsibility
of the holder to remit any payments of
interest subsidy to the new holder
which the Secretary may have made to
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the holder after such transfer and prior
to receipt of such written notice, and
the Secretary shall not be liable to any
party for amounts remitted to the
holder prior to receipt of such written
notice and acknowledgment in writing
by the Secretary of receipt of such no-
tice.

(3) That the holder of the loan will
promptly notify the Secretary of any
default or prepayment by the applicant
with respect to the loan.

(4) In the event of any exercise by the
holder of the loan of the right to accel-
erate payment of such loan, whether as
a result of default on the part of the
applicant or otherwise, the Secretary’s
obligations with respect to the pay-
ment of interest subsidies shall cease.

(5) Where, during the life of the loan
with respect to which interest sub-
sidies are to be paid, the applicant
ceases to use the facility for the pur-
poses for which constructed, the Sec-
retary’s obligation with respect to the
payment of interest subsidies shall
cease: Provided, however, That where
the applicant is continuing to use the
facility for purposes eligible for sup-
port under part B of title VII of the
act, the Secretary may make a deter-
mination, based upon the health man-
power needs of the community served
by the facility as well as other relevant
factors, to continue to make interest
subsidy payments in accord with the
agreement.

(6) Where during the life of the loan
with respect to which interest sub-
sidies are to be paid, it is determined,
after an opportunity for a hearing pur-
suant to 45 CFR part 83, that the As-
surance executed by the applicant
under section 704 (or its predecessor,
section 799A) of the Act, is no longer
satisfactory, the Secretary’s obligation
with respect to the payment of interest
subsidies shall cease: Provided, however,
That the Secretary shall resume mak-
ing interest subsidy payments if he de-
termines that a subsequent Assurance
submitted by the applicant is satisfac-
tory.

(7) Where during the life of the loan
with respect to which interest sub-
sidies are to be paid, it is determined
by the Secretary, after an opportunity
for a hearing pursuant to 45 CFR parts
80 and 81, that the applicant has ceased
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to comply with the Assurance it has
executed under 45 CFR 80.4(d) con-
cerning nondiscrimination on the basis
of race, color or national origin, the
Secretary’s obligation with respect to
the payment of interest subsidies shall
cease: Provided, however, That the Sec-
retary shall resume making interest
subsidy payments if he subsequently
determines that the applicant has
come into compliance with the require-
ments of title VI of the Civil Rights
Act of 1964 and implementing regula-
tions.

(8) Where during the life of the loan
with respect to which interest sub-
sidies are to be paid, it is determined
by the Secretary after an opportunity
for a hearing pursuant to title IX of
the Education Amendments of 1972,
that the applicant has ceased to com-
ply with such title, and its imple-
menting regulations, the Secretary’s
obligation with respect to the payment
of interest subsidies shall cease: Pro-
vided, however, That the Secretary
shall resume making interest subsidy
payments if he subsequently deter-
mines that the applicant has come into
compliance with the requirements of
title IX of the Education Amendments
of 1972 and implementing regulations.

(c) General. In addition to the appli-
cable requirements of paragraphs (a)
and (b) of this section, each agreement,
whether pertaining to a loan guarantee
or interest subsidy or both, shall con-
tain such other provisions as the Sec-
retary finds necessary in order to pro-
tect the financial interests of the
United States.

[38 FR 31836, Nov. 19, 1973, as amended at 49
FR 38113, Sept. 27, 1984]

§57.1515 Loan closing.

Closing of any loan with respect to
which a guarantee is made or interest
subsidies are paid under this subpart
shall be accomplished at such time as
may be agreed upon by the parties to
such loan and found acceptable to the
Secretary.

§57.1516 Right of recovery-subordina-
tion.

(a) The United States shall be enti-
tled to recover from the applicant for a
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loan guarantee under this subpart the
amount of any payment made pursuant
to such guarantee, unless the Sec-
retary waives such right of recovery as
provided in §57.1517.

(b) Upon making of any payments
pursuant to a loan guarantee under
this subpart, the United States shall be
subrogated to all of the rights of the
recipient of the payments with respect
to which the guarantee was made.

§57.1517 Waiver of right of recovery.

In determining whether there is good
cause for waiver of any right of recov-
ery which he may have against any ap-
plicant by reason of any payments
made pursuant to a loan guarantee
under this subpart, the Secretary shall
take into consideration the extent to
which:

(a) The facility with respect to which
the loan guarantee was made will con-
tinue to be devoted by the applicant or
other owner to the teaching of health
professions personnel, or to other pur-
poses in the sciences related to health
for which funds are available under
part B of title VII of the act and these
regulations;

(b) A hospital or outpatient facility
will be used as provided for under title
VI of the act;

(c) There are reasonable assurances
that for the remainder of the repay-
ment period of the loan other facilities
not previously utilized for the purpose
for which the facility was constructed
will be so utilized and are substantially
equivalent in nature and extent for
such purposes; and

(d) Such recovery would seriously
curtail the training of qualified health
professions personnel in the area
served by the facility.

§57.1518 Modification of loans.

No official of the Department of
Health and Human Services will ap-
prove any proposal to modify the terms
of a loan guaranteed under title VII of
the Public Health Service Act (42
U.S.C. 293 et seq.) and this subpart
which would permit the use of the
guaranteed loan (or the guarantee) as
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