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projects approved under this subchapter after June 30, 
1970. 

Amendment by section 119(d) of Pub. L. 91–296 appli-
cable with respect to allotments and grants therefrom 
under part A of this subchapter for fiscal years ending 
after June 30, 1970, and with respect to loan guarantees 
and loans under part B of this subchapter made after 
June 30, 1970, see section 119(e) of Pub. L. 91–296, set out 
as a note under section 291b of this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Amendment by Pub. L. 88–581 effective with respect 
to applications for grants from appropriations for fiscal 
years beginning after June 30, 1965, see section 3(b) of 
Pub. L. 88–581, set out as a note under section 291c of 
this title. 

TRANSFER OF FUNCTIONS 

Office of Surgeon General abolished by section 3 of 
Reorg. Plan No. 3 of 1966, eff. June 25, 1966, 31 F.R. 8855, 
80 Stat. 1610, and functions thereof transferred to Sec-
retary of Health, Education, and Welfare by section 1 of 
Reorg. Plan No. 3 of 1966, set out as a note under sec-
tion 202 of this title. Secretary of Health, Education, 
and Welfare redesignated Secretary of Health and 
Human Services by section 509(b) of Pub. L. 96–88 which 
is classified to section 3508(b) of Title 20, Education. 

TERMINATION OF TRUST TERRITORY OF THE PACIFIC 
ISLANDS 

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title 
48, Territories and Insular Possessions. 

§ 291o–1. Financial statements 

In the case of any facility for which a grant, 
loan, or loan guarantee has been made under 
this subchapter, the applicant for such grant, 
loan, or loan guarantee (or, if appropriate, such 
other person as the Secretary may prescribe) 
shall file at least annually with the State agen-
cy for the State in which the facility is located 
a statement which shall be in such form, and 
contain such information, as the Secretary may 
require to accurately show— 

(1) the financial operations of the facility, 
and 

(2) the costs to the facility of providing 
health services in the facility and the charges 
made by the facility for providing such serv-
ices, 

during the period with respect to which the 
statement is filed. 

(July 1, 1944, ch. 373, title VI, § 646, as added Pub. 
L. 91–296, title I, § 121, June 30, 1970, 84 Stat. 343.) 

PRIOR PROVISIONS 

Sections 291p to 291z were omitted in the general 
amendment of this subchapter by Pub. L. 88–443, Aug. 
18, 1964, 78 Stat. 447. 

Section 291p, act July 1, 1944, ch. 373, title VI, § 646, as 
added July 12, 1954, ch. 471, § 2, 68 Stat. 461, related to 
appropriations to States for carrying out purposes of 
section 291o(a) of this title. 

Section 291q, act July 1, 1944, ch. 373, title VI, § 647, as 
added July 12, 1954, ch. 471, § 2, 68 Stat. 461, related to 
State application for funds for carrying out purposes of 
section 291o(a) of this title. 

Section 291r, act July 1, 1944, ch. 373, title VI, § 648, as 
added July 12, 1954, ch. 471, § 2, 68 Stat. 462, related to 
allotments to States of appropriations made pursuant 
to section 291p of this title. 

Section 291s, act July 1, 1944, ch. 373, title VI, § 651, as 
added July 12, 1954, ch. 471, § 3, 68 Stat. 462; amended 
Aug. 2, 1956, ch. 871, title IV, § 402, 70 Stat. 929; Aug. 14, 

1958, Pub. L. 85–664, § 1(b), 72 Stat. 616; Oct. 5, 1961, Pub. 
L. 87–395, § 3(a), 75 Stat. 825, related to appropriations 
for assistance to States in carrying out purposes of sec-
tion 291o(b) of this title. 

Section 291t, act July 1, 1944, ch. 373, title VI, 652, as 
added July 12, 1954, ch. 471, § 3, 68 Stat. 462; amended 
Aug. 1, 1956, ch. 852, § 19(c), 70 Stat. 911; Oct. 5, 1961, Pub. 
L. 87–395, § 3(b), 75 Stat. 825; Sept. 25, 1962, Pub. L. 
87–688, § 4(a)(3), 76 Stat. 587, related to allotments to 
States of sums appropriated under section 291s of this 
title. 

Section 291u, act July 1, 1944, ch. 373, title VI, § 653, as 
added July 12, 1954, ch. 471, § 3, 68 Stat. 463, related to 
revision of regulations and State plans to cover bene-
fits of sections 291s to 291v of this title. 

Section 291v, act July 1, 1944, ch. 373, title VI, § 654, as 
added July 12, 1954, ch. 471, § 3, 68 Stat. 463; amended 
Aug. 14, 1959, Pub. L. 86–158, title II, § 201, 73 Stat. 349, 
related to applications and payments for projects under 
sections 291s to 291v of this title. 

Section 291w, act July 1, 1944, ch. 373, title VI, § 661, 
as added Aug. 1, 1958, Pub. L. 85–589, 72 Stat. 489; amend-
ed Oct. 5, 1961, Pub. L. 87–395, § 6, 75 Stat. 826, related to 
an authorization of Surgeon General to make loans for 
construction. 

Section 291x, act July 1, 1944, ch. 373, title VI, § 662, as 
added Aug. 1, 1958, Pub. L. 85–589, 72 Stat. 489, related 
to approval of construction loans by Surgeon General. 

Section 291y, act July 1, 1944, ch. 373, title VI, § 663, as 
added Aug. 1, 1958, Pub. L. 85–589, 72 Stat. 489, related 
to terms of the loans with respect to sections 291w to 
291z of this title. 

Section 291z, act July 1, 1944, ch. 373, title VI, § 664, as 
added Aug. 1, 1958, Pub. L. 85–589, 72 Stat. 490, related 
to allotment of funds for loans under this subchapter. 

SUBCHAPTER V—HEALTH PROFESSIONS 
EDUCATION 

PART A—STUDENT LOANS 

SUBPART I—INSURED HEALTH EDUCATION 
ASSISTANCE LOANS TO GRADUATE STUDENTS 

§ 292. Statement of purpose 

The purpose of this subpart is to enable the 
Secretary to provide a Federal program of stu-
dent loan insurance for students in (and certain 
former students of) eligible institutions (as de-
fined in section 292o of this title). 

(July 1, 1944, ch. 373, title VII, § 701, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 1994.) 

PRIOR PROVISIONS 

A prior section 292, act July 1, 1944, ch. 373, title VII, 
§ 700, as added Oct. 12, 1976, Pub. L. 94–484, title II, 
§ 201(b), 90 Stat. 2246, set forth limitations on use of ap-
propriations, prior to repeal by Pub. L. 97–35, title 
XXVII, § 2715, Aug. 13, 1981, 95 Stat. 913. 

Another prior section 292, act July 1, 1944, ch. 373, 
title VII, § 701, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
717; amended Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164, stated Congressional findings and declaration of 
policy respecting grants for construction of health re-
search facilities, prior to repeal by Pub. L. 94–484, title 
II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 701 of act July 1, 1944, was classified 
to section 292a of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

EFFECTIVE DATE 

Section 103 of Pub. L. 102–408 provided that: ‘‘The 
amendment made by section 102 [enacting this sub-
chapter] takes effect on the date of the enactment of 
this Act [Oct. 13, 1992], except that section 708 of the 
Public Health Service Act [section 292g of this title], as 
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added by section 102 of this Act, takes effect January 
1, 1993. Until such date, section 732(c) of the Public 
Health Service Act [former section 294e(c) of this title], 
as in effect on the day before the date of the enactment 
of this Act, continues in effect in lieu of such section 
708.’’ 

STUDY ON EFFECTIVENESS OF HEALTH PROFESSIONS 
PROGRAMS 

Pub. L. 102–408, title III, § 309, Oct. 13, 1992, 106 Stat. 
2089, directed the Comptroller General to conduct a 
study of the programs carried out under this sub-
chapter and subchapter VI of this chapter for the pur-
pose of determining the effectiveness of such programs 
in increasing the number of primary care providers 
(physicians, physician assistants, nurse midwives, 
nurse practitioners and general dentists), nurses and 
allied health personnel, improving the geographic dis-
tribution of health professionals in medically under-
served and rural areas, and recruiting and retaining as 
students in health professions schools individuals who 
are members of a minority group, and report to the 
Congress not later than Jan. 1, 1994, on findings and 
recommendations made as a result of the study rel-
evant to the reauthorization of such programs. 

§ 292a. Scope and duration of loan insurance pro-
gram 

(a) In general 

The total principal amount of new loans made 
and installments paid pursuant to lines of credit 
(as defined in section 292o of this title) to bor-
rowers covered by Federal loan insurance under 
this subpart shall not exceed $350,000,000 for fis-
cal year 1993, $375,000,000 for fiscal year 1994, and 
$425,000,000 for fiscal year 1995. If the total 
amount of new loans made and installments 
paid pursuant to lines of credit in any fiscal 
year is less than the ceiling established for such 
year, the difference between the loans made and 
installments paid and the ceiling shall be car-
ried over to the next fiscal year and added to the 
ceiling applicable to that fiscal year, and if in 
any fiscal year no ceiling has been established, 
any difference carried over shall constitute the 
ceiling for making new loans (including loans to 
new borrowers) and paying installments for such 
fiscal year. Thereafter, Federal loan insurance 
pursuant to this subpart may be granted only 
for loans made (or for loan installments paid 
pursuant to lines of credit) to enable students, 
who have obtained prior loans insured under this 
subpart, to continue or complete their edu-
cational program or to obtain a loan under sec-
tion 292d(a)(1)(B) of this title to pay interest on 
such prior loans; but no insurance may be grant-
ed for any loan made or installment paid after 
September 30, 1998. The total principal amount 
of Federal loan insurance available under this 
subsection shall be granted by the Secretary 
without regard to any apportionment for the 
purpose of chapter 15 of title 31 and without re-
gard to any similar limitation. 

(b) Certain limitations and priorities 

(1) Limitations regarding lenders, States, or 
areas 

The Secretary may, if necessary to assure an 
equitable distribution of the benefits of this 
subpart, assign, within the maximum amounts 
specified in subsection (a) of this section, Fed-
eral loan insurance quotas applicable to eligi-
ble lenders, or to States or areas, and may 

from time to time reassign unused portions of 
these quotas. 

(2) Priority for certain lenders 

In providing certificates of insurance under 
section 292e of this title through comprehen-
sive contracts, the Secretary shall give prior-
ity to eligible lenders that agree— 

(A) to make loans to students at interest 
rates below the rates prevailing, during the 
period involved, for loans covered by Federal 
loan insurance pursuant to this subpart; or 

(B) to make such loans under terms that 
are otherwise favorable to the student rel-
ative to the terms under which eligible lend-
ers are generally making such loans during 
such period. 

(c) Authority of Student Loan Marketing Associa-
tion 

(1) In general 

Subject to paragraph (2), the Student Loan 
Marketing Association, established under part 
B of title IV of the Higher Education Act of 
1965 [20 U.S.C. 1071 et seq.], is authorized to 
make advances on the security of, purchase, 
service, sell, consolidate, or otherwise deal in 
loans which are insured by the Secretary 
under this subpart, except that if any loan 
made under this subpart is included in a con-
solidated loan pursuant to the authority of the 
Association under part B of title IV of the 
Higher Education Act of 1965, the interest rate 
on such consolidated loan shall be set at the 
weighted average interest rate of all such 
loans offered for consolidation and the result-
ant per centum shall be rounded downward to 
the nearest one-eighth of 1 per centum, except 
that the interest rate shall be no less than the 
applicable interest rate of the guaranteed stu-
dent loan program established under part B of 
title IV of the Higher Education Act of 1965. In 
the case of such a consolidated loan, the bor-
rower shall be responsible for any interest 
which accrues prior to the beginning of the re-
payment period of the loan, or which accrues 
during a period in which principal need not be 
paid (whether or not such principal is in fact 
paid) by reason of any provision of the Higher 
Education Act of 1965 [20 U.S.C. 1001 et seq.]. 

(2) Applicability of certain Federal regulations 

With respect to Federal regulations for lend-
ers, this subpart may not be construed to pre-
clude the applicability of such regulations to 
the Student Loan Marketing Association or to 
any other entity in the business of purchasing 
student loans, including such regulations with 
respect to applications, contracts, and due 
diligence. 

(July 1, 1944, ch. 373, title VII, § 702, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 1994.) 

REFERENCES IN TEXT 

The Higher Education Act of 1965, referred to in sub-
sec. (c)(1), is Pub. L. 89–329, Nov. 8, 1965, 79 Stat. 1219, 
as amended, which is classified principally to chapter 
28 (§ 1001 et seq.) of Title 20, Education. Part B of title 
IV of the Act is classified generally to part B (§ 1071 et 
seq.) of subchapter IV of chapter 28 of Title 20. For 
complete classification of this Act to the Code, see 
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Short Title note set out under section 1001 of Title 20 
and Tables. 

PRIOR PROVISIONS 

A prior section 292a, act July 1, 1944, ch. 373, title VII, 
§ 701, formerly § 724, as added Sept. 24, 1963, Pub. L. 
88–129, § 2(b), 77 Stat. 169; amended Oct. 22, 1965, Pub. L. 
89–290, § 2(b), 79 Stat. 1056; Nov. 2, 1966, Pub. L. 89–709, 
§ 2(c), 80 Stat. 1103; Aug. 16, 1968, Pub. L. 90–490, title I, 
§ 105(c), 82 Stat. 774; Nov. 18, 1971, Pub. L. 92–157, title I, 
§ 102(c)(1)–(4), (f)(2)(B), 85 Stat. 431, 432, 435; renumbered 
§ 701 and amended Oct. 12, 1976, Pub. L. 94–484, title II, 
§ 201(c), (e), 90 Stat. 2247; Aug. 13, 1981, Pub. L. 97–35, 
title XXVII, § 2716, 95 Stat. 913; Oct. 22, 1985, Pub. L. 
99–129, title II, §§ 201(a), (b), 202, 203, 204(a), (b), 99 Stat. 
525–527; Nov. 4, 1988, Pub. L. 100–607, title VI, §§ 620(a), 
623, 628(1), 629(b)(1), (2), 102 Stat. 3141, 3142, 3145, 3146; 
Aug. 16, 1989, Pub. L. 101–93, § 5(l), 103 Stat. 613, defined 
terms for purposes of this subchapter, prior to the gen-
eral revision of this subchapter by Pub. L. 102–408. See 
sections 292o and 295p of this title. 

Another prior section 292a, act July 1, 1944, ch. 373, 
title VII, § 702, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
717; amended Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164, defined ‘‘Council’’, ‘‘construction’’, ‘‘cost of con-
struction’’, ‘‘nonprofit institution’’, and ‘‘sciences re-
lated to health’’ as applicable to grants for construc-
tion of health research facilities, prior to repeal by 
Pub. L. 94–484, title II, § 201(a), Oct. 12, 1976, 90 Stat. 
2246. 

A prior section 702 of act July 1, 1944, was classified 
to section 292b of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

§ 292b. Limitations on individual insured loans 
and on loan insurance 

(a) In general 

The total of the loans made to a student in 
any academic year or its equivalent (as deter-
mined by the Secretary) which may be covered 
by Federal loan insurance under this subpart 
may not exceed $20,000 in the case of a student 
enrolled in a school of medicine, osteopathic 
medicine, dentistry, veterinary medicine, op-
tometry, or podiatric medicine, and $12,500 in 
the case of a student enrolled in a school of 
pharmacy, public health, allied health, or chiro-
practic, or a graduate program in health admin-
istration or behavioral and mental health prac-
tice, including clinical psychology. The aggre-
gate insured unpaid principal amount for all 
such insured loans made to any borrower shall 
not at any time exceed $80,000 in the case of a 
borrower who is or was a student enrolled in a 
school of medicine, osteopathic medicine, den-
tistry, veterinary medicine, optometry, or podi-
atric medicine, and $50,000 in the case of a bor-
rower who is or was a student enrolled in a 
school of pharmacy, public health, allied health, 
or chiropractic, or a graduate program in health 
administration or clinical psychology. The an-
nual insurable limit per student shall not be ex-
ceeded by a line of credit under which actual 
payments by the lender to the borrower will not 
be made in any year in excess of the annual 
limit. 

(b) Extent of insurance liability 

The insurance liability on any loan insured by 
the Secretary under this subpart shall be 100 
percent of the unpaid balance of the principal 
amount of the loan plus interest. The full faith 
and credit of the United States is pledged to the 
payment of all amounts which may be required 

to be paid under the provisions of section 292f or 
292m of this title. 

(July 1, 1944, ch. 373, title VII, § 703, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 1995; amended Pub. L. 105–392, title I, 
§ 141(c)(1), Nov. 13, 1998, 112 Stat. 3579.) 

PRIOR PROVISIONS 

A prior section 292b, act July 1, 1944, ch. 373, title VII, 
§ 702, formerly § 725, as added Sept. 24, 1963, Pub. L. 
88–129, § 2(b), 77 Stat. 169; amended Sept. 4, 1964, Pub. L. 
88–581, § 3(c), 78 Stat. 919; Nov. 2, 1966, Pub. L. 89–709, 
§ 2(d), 80 Stat. 1103; Nov. 3, 1966, Pub. L. 89–751, § 3(a), 80 
Stat. 1230; Dec. 5, 1967, Pub. L. 90–174, § 12(c), 81 Stat. 
541; Oct. 30, 1970, Pub. L. 91–515, title VI, § 601(b)(2), 84 
Stat. 1311; Nov. 18, 1971, Pub. L. 92–157, title I, § 108(a), 
85 Stat. 460; renumbered § 702 and amended Oct. 12, 1976, 
Pub. L. 94–484, title II, §§ 201(c), 202(a)(1), (2), (b), 90 Stat. 
2247, 2248; Oct. 22, 1985, Pub. L. 99–129, title II, § 205(a), 
99 Stat. 527; Nov. 4, 1988, Pub. L. 100–607, title VI, 
§§ 620(b), 628(2), 102 Stat. 3141, 3145, related to National 
Advisory Council on Education for Health Professions, 
prior to the general revision of this subchapter by Pub. 
L. 102–408. 

Another prior section 292b, act July 1, 1944, ch. 373, 
title VII, § 703, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
717; amended Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164; Aug. 16, 1968, Pub. L. 90–490, title IV, § 403, 82 Stat. 
789; Oct. 30, 1970, Pub. L. 91–515, title VI, § 601(a)(1), 
(b)(2), 84 Stat. 1310, 1311; Nov. 18, 1971, Pub. L. 92–157, 
title I, § 102(k)(2)(A), 85 Stat. 437, related to National 
Advisory Council on Health Research Facilities, pro-
viding for its establishment, composition, selection of 
members; its functions; and use of its services in ad-
ministration of grants for construction of health re-
search facilities, prior to repeal by Pub. L. 94–484, title 
II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 703 of act July 1, 1994, was classified 
to section 292c of this title prior to repeal by Pub. L. 
99–129. 

AMENDMENTS 

1998—Subsec. (a). Pub. L. 105–392 substituted ‘‘or be-
havioral and mental health practice, including clinical 
psychology’’ for ‘‘or clinical psychology’’ in first sen-
tence. 

§ 292c. Sources of funds 

Loans made by eligible lenders in accordance 
with this subpart shall be insurable by the Sec-
retary whether made from funds fully owned by 
the lender or from funds held by the lender in a 
trust or similar capacity and available for such 
loans. 

(July 1, 1944, ch. 373, title VII, § 704, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 1996.) 

PRIOR PROVISIONS 

A prior section 292c, act July 1, 1944, ch. 373, title VII, 
§ 703, formerly § 799, as added Nov. 2, 1970, Pub. L. 91–519, 
title II, § 206, 84 Stat. 1354; amended Nov. 18, 1971, Pub. 
L. 92–157, title I, § 109, 85 Stat. 461; renumbered § 703 and 
amended Oct. 12, 1976, Pub. L. 94–484, title II, §§ 201(c), 
203, 90 Stat. 2247, 2248; Aug. 13, 1981, Pub. L. 97–35, title 
XXVII, § 2717, 95 Stat. 914, related to advance funding 
for grants and contracts, prior to repeal by Pub. L. 
99–129, title II, § 220(a), Oct. 22, 1985, 99 Stat. 543. 

Another prior section 292c, act July 1, 1944, ch. 373, 
title VII, § 704, as added July 30, 1956, 779, § 2, 70 Stat. 
718; amended Aug. 27, 1958, Pub. L. 85–777, § 1(a), 72 Stat. 
933; Oct. 5, 1961, Pub. L. 87–395, § 8(a), (d), 75 Stat. 827; 
Oct. 17, 1962, Pub. L. 87–838, § 4(a), 76 Stat. 1074; Aug. 9, 
1965, Pub. L. 89–115, § 2(a), 79 Stat. 448; Aug. 16, 1968, 
Pub. L. 90–490, title IV, § 401(a), 82 Stat. 789, related to 
authorization of appropriations and availability of 
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funds for grants for construction of health research fa-
cilities, prior to repeal by Pub. L. 94–484, title II, 
§ 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 704 of act July 1, 1944, was classified 
to section 292d of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

§ 292d. Eligibility of borrowers and terms of in-
sured loans 

(a) In general 

A loan by an eligible lender shall be insurable 
by the Secretary under the provisions of this 
subpart only if— 

(1) made to— 
(A) a student who— 

(i)(I) has been accepted for enrollment at 
an eligible institution, or (II) in the case of 
a student attending an eligible institution, 
is in good standing at that institution, as 
determined by the institution; 

(ii) is or will be a full-time student at 
the eligible institution; 

(iii) has agreed that all funds received 
under such loan shall be used solely for 
tuition, other reasonable educational ex-
penses, including fees, books, and labora-
tory expenses, and reasonable living ex-
penses, incurred by such students; 

(iv) if required under section 453 of title 
50, Appendix, to present himself for and 
submit to registration under such section, 
has presented himself and submitted to 
registration under such section; and 

(v) in the case of a pharmacy student, 
has satisfactorily completed three years of 
training; or 

(B) an individual who— 
(i) has previously had a loan insured 

under this subpart when the individual was 
a full-time student at an eligible institu-
tion; 

(ii) is in a period during which, pursuant 
to paragraph (2), the principal amount of 
such previous loan need not be paid; 

(iii) has agreed that all funds received 
under the proposed loan shall be used sole-
ly for repayment of interest due on pre-
vious loans made under this subpart; and 

(iv) if required under section 453 of title 
50, Appendix, to present himself for and 
submit to registration under such section, 
has presented himself and submitted to 
registration under such section; 

(2) evidenced by a note or other written 
agreement which— 

(A) is made without security and without 
endorsement, except that if the borrower is 
a minor and such note or other written 
agreement executed by him would not, under 
the applicable law, create a binding obliga-
tion, an endorsement may be required; 

(B) provides for repayment of the principal 
amount of the loan in installments over a 
period of not less than 10 years (unless soon-
er repaid) nor more than 25 years beginning 
not earlier than 9 months nor later than 12 
months after the date of— 

(i) the date on which— 
(I) the borrower ceases to be a partici-

pant in an accredited internship or resi-

dency program of not more than four 
years in duration; 

(II) the borrower completes the fourth 
year of an accredited internship or resi-
dency program of more than four years 
in duration; or 

(III) the borrower, if not a participant 
in a program described in subclause (I) 
or (II), ceases to carry, at an eligible in-
stitution, the normal full-time academic 
workload as determined by the institu-
tion; or 

(ii) the date on which a borrower who is 
a graduate of an eligible institution ceases 
to be a participant in a fellowship training 
program not in excess of two years or a 
participant in a full-time educational ac-
tivity not in excess of two years, which— 

(I) is directly related to the health pro-
fession for which the borrower prepared 
at an eligible institution, as determined 
by the Secretary; and 

(II) may be engaged in by the borrower 
during such a two-year period which be-
gins within twelve months after the 
completion of the borrower’s participa-
tion in a program described in subclause 
(I) or (II) of clause (i) or prior to the 
completion of the borrower’s participa-
tion in such program, 

except as provided in subparagraph (C), ex-
cept that the period of the loan may not ex-
ceed 33 years from the date of execution of 
the note or written agreement evidencing it, 
and except that the note or other written in-
strument may contain such provisions relat-
ing to repayment in the event of default in 
the payment of interest or in the payment of 
the costs of insurance premiums, or other 
default by the borrower, as may be author-
ized by regulations of the Secretary in effect 
at the time the loan is made; 

(C) provides that periodic installments of 
principal and interest need not be paid, but 
interest shall accrue, during any period (i) 
during which the borrower is pursuing a full- 
time course of study at an eligible institu-
tion (or at an institution defined by section 
1002(a) of title 20); (ii) not in excess of four 
years during which the borrower is a partici-
pant in an accredited internship or residency 
program (including any period in such a pro-
gram described in subclause (I) or subclause 
(II) of subparagraph (B)(i)); (iii) not in excess 
of three years, during which the borrower is 
a member of the Armed Forces of the United 
States; (iv) not in excess of three years dur-
ing which the borrower is in service as a vol-
unteer under the Peace Corps Act [22 U.S.C. 
2501 et seq.]; (v) not in excess of three years 
during which the borrower is a member of 
the National Health Service Corps; (vi) not 
in excess of three years during which the 
borrower is in service as a full-time volun-
teer under title I of the Domestic Volunteer 
Service Act of 1973 [42 U.S.C. 4951 et seq.]; 
(vii) not in excess of 3 years, for a borrower 
who has completed an accredited internship 
or residency training program in osteopathic 
general practice, family medicine, general 
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1 So in original. Probably should be preceded by a closing 

parenthesis. 

internal medicine, preventive medicine, or 
general pediatrics and who is practicing pri-
mary care; (viii) not in excess of 1 year, for 
borrowers who are graduates of schools of 
chiropractic; (ix) any period not in excess of 
two years which is described in subpara-
graph (B)(ii); (x) not in excess of three years, 
during which the borrower is providing 
health care services to Indians through an 
Indian health program (as defined in section 
1616a(a)(2)(A) of title 25; 1 and (xi) in addition 
to all other deferments for which the bor-
rower is eligible under clauses (i) through 
(x), any period during which the borrower is 
a member of the Armed Forces on active 
duty during the Persian Gulf conflict, and 
any period described in clauses (i) through 
(xi) shall not be included in determining the 
25-year period described in subparagraph (B); 

(D) provides for interest on the unpaid 
principal balance of the loan at a yearly 
rate, not exceeding the applicable maximum 
rate prescribed and defined by the Secretary 
(within the limits set forth in subsection (b) 
of this section) on a national, regional, or 
other appropriate basis, which interest shall 
be compounded not more frequently than an-
nually and payable in installments over the 
period of the loan except as provided in sub-
paragraph (C), except that the note or other 
written agreement may provide that pay-
ment of any interest may be deferred until 
not later than the date upon which repay-
ment of the first installment of principal 
falls due or the date repayment of principal 
is required to resume (whichever is applica-
ble) and may further provide that, on such 
date, the amount of the interest which has 
so accrued may be added to the principal for 
the purposes of calculating a repayment 
schedule; 

(E) offers, in accordance with criteria pre-
scribed by regulation by the Secretary, a 
schedule for repayment of principal and in-
terest under which payment of a portion of 
the principal and interest otherwise payable 
at the beginning of the repayment period (as 
defined in such regulations) is deferred until 
a later time in the period; 

(F) entitles the borrower to accelerate 
without penalty repayment of the whole or 
any part of the loan; 

(G) provides that the check for the pro-
ceeds of the loan shall be made payable 
jointly to the borrower and the eligible in-
stitution in which the borrower is enrolled; 
and 

(H) contains such other terms and condi-
tions consistent with the provisions of this 
subpart and with the regulations issued by 
the Secretary pursuant to this subpart, as 
may be agreed upon by the parties to such 
loan, including, if agreed upon, a provision 
requiring the borrower to pay to the lender, 
in addition to principal and interest, 
amounts equal to the insurance premiums 
payable by the lender to the Secretary with 
respect to such loan; and 

(3) subject to the consent of the student and 
subject to applicable law, the eligible lender 
has obtained from the student appropriate de-
mographic information regarding the student, 
including racial or ethnic background. 

(b) Limitation on rate of interest 

The rate of interest prescribed and defined by 
the Secretary for the purpose of subsection 
(a)(2)(D) of this section may not exceed the aver-
age of the bond equivalent rates of the 91-day 
Treasury bills auctioned for the previous quar-
ter plus 3 percentage points, rounded to the next 
higher one-eighth of 1 percent. 

(c) Minimum annual payment by borrower 

The total of the payments by a borrower dur-
ing any year or any repayment period with re-
spect to the aggregate amount of all loans to 
that borrower which are insured under this sub-
part shall not be less than the annual interest 
on the outstanding principal, except as provided 
in subsection (a)(2)(C) of this section, unless the 
borrower, in the written agreement described in 
subsection (a)(2) of this section, agrees to make 
payments during any year or any repayment pe-
riod in a lesser amount. 

(d) Applicability of certain laws on rate or 
amount of interest 

No provision of any law of the United States 
(other than subsections (a)(2)(D) and (b) of this 
section) or of any State that limits the rate or 
amount of interest payable on loans shall apply 
to a loan insured under this subpart. 

(e) Determination regarding forbearance 

Any period of time granted to a borrower 
under this subpart in the form of forbearance on 
the loan shall not be included in the 25-year 
total loan repayment period under subsection 
(a)(2)(C) of this section. 

(f) Loan repayment schedule 

Lenders and holders under this subpart shall 
offer borrowers graduated loan repayment 
schedules that, during the first 5 years of loan 
repayment, are based on the borrower’s debt-to- 
income ratio. 

(g) Rule of construction regarding determination 
of need of students 

With respect to any determination of the fi-
nancial need of a student for a loan covered by 
Federal loan insurance under this subpart, this 
subpart may not be construed to limit the au-
thority of any school to make such allowances 
for students with special circumstances as the 
school determines appropriate. 

(h) Definitions 

For purposes of this section: 
(1) The term ‘‘active duty’’ has the meaning 

given such term in section 101(18) of title 37, 
except that such term does not include active 
duty for training. 

(2) The term ‘‘Persian Gulf conflict’’ means 
the period beginning on August 2, 1990, and 
ending on the date thereafter prescribed by 
Presidential proclamation or by law. 

(July 1, 1944, ch. 373, title VII, § 705, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 1996; amended Pub. L. 103–43, title XX, 
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§ 2014(a)(1), June 10, 1993, 107 Stat. 215; Pub. L. 
105–244, title I, § 102(a)(13)(A), Oct. 7, 1998, 112 
Stat. 1620; Pub. L. 105–392, title I, § 141(a)(1), (2), 
Nov. 13, 1998, 112 Stat. 3578.) 

REFERENCES IN TEXT 

The Peace Corps Act, referred to in subsec. (a)(2)(C), 
is Pub. L. 87–293, Sept. 22, 1961, 75 Stat. 612, as amended, 
which is classified principally to chapter 34 (§ 2501 et 
seq.) of Title 22, Foreign Relations and Intercourse. For 
complete classification of this Act to the Code, see 
Short Title note set out under section 2501 of Title 22 
and Tables. 

The Domestic Volunteer Service Act of 1973, referred 
to in subsec. (a)(2)(C), is Pub. L. 93–113, Oct. 1, 1973, 87 
Stat. 394, as amended. Title I of the Act is classified 
generally to subchapter I (§ 4951 et seq.) of chapter 66 of 
this title. For complete classification of this Act to the 
Code, see Short Title note set out under section 4950 of 
this title and Tables. 

PRIOR PROVISIONS 

A prior section 292d, act July 1, 1944, ch. 373, title VII, 
§ 704, formerly § 799A, as added Nov. 2, 1970, Pub. L. 
91–519, title II, § 207, 84 Stat. 1355; amended Nov. 18, 1971, 
Pub. L. 92–157, title I, § 110(2), 85 Stat. 461; July 12, 1974, 
Pub. L. 93–348, title I, § 105, 88 Stat. 347; renumbered 
§ 704, Oct. 12, 1976, Pub. L. 94–484, title II, § 201(c), 90 
Stat. 2247; Nov. 4, 1988, Pub. L. 100–607, title VI, §§ 620(c), 
628(3), 629(b)(2), 102 Stat. 3141, 3145, 3146, prohibited dis-
crimination on the basis of sex, prior to the general re-
vision of this subchapter by Pub. L. 102–408. See section 
295m of this title. 

Another prior section 292d, act July 1, 1944, ch. 373, 
title VII, § 705, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
718; amended Aug. 27, 1958, Pub. L. 85–777, § 1(b), 72 Stat. 
933; Oct. 5, 1961, Pub. L. 87–395, § 8(b), (d), 75 Stat. 827; 
Oct. 17, 1962, Pub. L. 87–838, § 4(b), 76 Stat. 1074; Sept. 24, 
1963, Pub. L. 88–129, §§ 2(a), 3(a), 77 Stat. 164, 173; Aug. 9, 
1965, Pub. L. 89–115, § 2(b), 79 Stat. 448; Aug. 16, 1968, 
Pub. L. 90–490, title IV, § 401(b), 82 Stat. 789; Nov. 18, 
1971, Pub. L. 92–157, title I, § 102(k)(1), (2)(A), 85 Stat. 
437, related to applications for grants for construction 
of health research facilities, providing for time of fil-
ing, eligibility, recommendation and approval and re-
quirement of findings, conditional approval, and mat-
ters considered, prior to repeal by Pub. L. 94–484, title 
II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 705 of act July 1, 1944, was classified 
to section 292e of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (a)(2)(C). Pub. L. 105–392 added cl. (x), 
redesignated former cl. (x) as (xi) and substituted ‘‘(x)’’ 
for ‘‘(ix)’’, and substituted ‘‘(xi)’’ for ‘‘(x)’’ in conclud-
ing provisions. 

Pub. L. 105–244 substituted ‘‘section 1002(a)’’ for ‘‘sec-
tion 1088(a)’’ in cl. (i). 

1993—Subsec. (a)(2)(H), (I). Pub. L. 103–43 redesignated 
subpar. (I) as (H) and struck out former subpar. (H) 
which read as follows: ‘‘notwithstanding the provisions 
of the Fair Debt Collection Practices Act, authorizes 
an institution or postgraduate training program at-
tended by the borrower to assist in the collection of 
any loan that becomes delinquent, including providing 
information concerning the borrower to the Secretary 
and to past and present lenders and holders of the bor-
rower’s loans; and’’. 

EFFECTIVE DATE OF 1998 AMENDMENTS 

Pub. L. 105–392, title I, § 141(a)(3), Nov. 13, 1998, 112 
Stat. 3578, provided that: ‘‘The amendments made by 
this subsection [amending this section] shall apply 
with respect to services provided on or after the first 
day of the third month that begins after the date of the 
enactment of this Act [Nov. 13, 1998].’’ 

Amendment by Pub. L. 105–244 effective Oct. 1, 1998, 
except as otherwise provided in Pub. L. 105–244, see sec-

tion 3 of Pub. L. 105–244, set out as a note under section 
1001 of Title 20, Education. 

§ 292e. Certificate of loan insurance; effective 
date of insurance 

(a) In general 

(1) Authority for issuance of certificate 

If, upon application by an eligible lender, 
made upon such form, containing such infor-
mation, and supported by such evidence as the 
Secretary may require, and otherwise in con-
formity with this section, the Secretary finds 
that the applicant has made a loan to an eligi-
ble borrower which is insurable under the pro-
visions of this subpart, he may issue to the ap-
plicant a certificate of insurance covering the 
loan and setting forth the amount and terms 
of the insurance. 

(2) Effective date of insurance 

Insurance evidenced by a certificate of in-
surance pursuant to subsection (a)(1) of this 
section shall become effective upon the date of 
issuance of the certificate, except that the 
Secretary is authorized, in accordance with 
regulations, to issue commitments with re-
spect to proposed loans, or with respect to 
lines (or proposed lines) of credit, submitted 
by eligible lenders, and in that event, upon 
compliance with subsection (a)(1) of this sec-
tion by the lender, the certificate of insurance 
may be issued effective as of the date when 
any loan, or any payment by the lender pursu-
ant to a line of credit, to be covered by such 
insurance is made to a student described in 
section 292d(a)(1) of this title. Such insurance 
shall cease to be effective upon 60 days’ de-
fault by the lender in the payment of any in-
stallment of the premiums payable pursuant 
to section 292g of this title. 

(3) Certain agreements for lenders 

An application submitted pursuant to sub-
section (a)(1) of this section shall contain— 

(A) an agreement by the applicant to pay, 
in accordance with regulations, the pre-
miums fixed by the Secretary pursuant to 
section 292g of this title; and 

(B) an agreement by the applicant that if 
the loan is covered by insurance the appli-
cant will submit such supplementary reports 
and statements during the effective period of 
the loan agreement, upon such forms, at 
such times, and containing such information 
as the Secretary may prescribe by or pursu-
ant to regulation. 

(b) Authority regarding comprehensive insur-
ance coverage 

(1) In general 

In lieu of requiring a separate insurance ap-
plication and issuing a separate certificate of 
insurance for each loan made by an eligible 
lender as provided in subsection (a) of this sec-
tion, the Secretary may, in accordance with 
regulations consistent with section 292a of this 
title, issue to any eligible lender applying 
therefor a certificate of comprehensive insur-
ance coverage which shall, without further ac-
tion by the Secretary, insure all insurable 
loans made by that lender, on or after the date 
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of the certificate and before a specified cutoff 
date, within the limits of an aggregate maxi-
mum amount stated in the certificate. Such 
regulations may provide for conditioning such 
insurance, with respect to any loan, upon com-
pliance by the lender with such requirements 
(to be stated or incorporated by reference in 
the certificate) as in the Secretary’s judgment 
will best achieve the purpose of this sub-
section while protecting the financial interest 
of the United States and promoting the objec-
tives of this subpart, including (but not lim-
ited to) provisions as to the reporting of such 
loans and information relevant thereto to the 
Secretary and as to the payment of initial and 
other premiums and the effect of default 
therein, and including provision for confirma-
tion by the Secretary from time to time 
(through endorsement of the certificate) of the 
coverage of specific new loans by such certifi-
cate, which confirmation shall be incontest-
able by the Secretary in the absence of fraud 
or misrepresentation of fact or patent error. 

(2) Lines of credit beyond cutoff date 

If the holder of a certificate of comprehen-
sive insurance coverage issued under this sub-
section grants to a borrower a line of credit 
extending beyond the cutoff date specified in 
that certificate, loans or payments thereon 
made by the holder after that date pursuant to 
the line of credit shall not be deemed to be in-
cluded in the coverage of that certificate ex-
cept as may be specifically provided therein; 
but, subject to the limitations of section 292a 
of this title, the Secretary may, in accordance 
with regulations, make commitments to in-
sure such future loans or payments, and such 
commitments may be honored either as pro-
vided in subsection (a) of this section or by in-
clusion of such insurance in comprehensive 
coverage under this subsection for the period 
or periods in which such future loans or pay-
ments are made. 

(c) Assignment of insurance rights 

The rights of an eligible lender arising under 
insurance evidenced by a certificate of insurance 
issued to it under this section may be assigned 
by such lender, subject to regulation by the Sec-
retary, only to— 

(1) another eligible lender (including a pub-
lic entity in the business of purchasing stu-
dent loans); or 

(2) the Student Loan Marketing Association. 

(d) Effect of refinancing or consolidation of obli-
gations 

The consolidation of the obligations of two or 
more federally insured loans obtained by a bor-
rower in any fiscal year into a single obligation 
evidenced by a single instrument of indebted-
ness or the refinancing of a single loan shall not 
affect the insurance by the United States. If the 
loans thus consolidated are covered by separate 
certificates of insurance issued under subsection 
(a) of this section, the Secretary may upon sur-
render of the original certificates issue a new 
certificate of insurance in accordance with that 
subsection upon the consolidated obligation. If 
the loans thus consolidated are covered by a sin-
gle comprehensive certificate issued under sub-

section (b) of this section, the Secretary may 
amend that certificate accordingly. 

(e) Rule of construction regarding consolidation 
of debts and refinancing 

Nothing in this section shall be construed to 
preclude the lender and the borrower, by mutual 
agreement, from consolidating all of the borrow-
er’s loans insured under this subpart into a sin-
gle instrument (or, if the borrower obtained 
only 1 loan insured under this subpart, refinanc-
ing the loan 1 time) under the terms applicable 
to an insured loan made at the same time as the 
consolidation. The lender or loan holder should 
provide full information to the borrower con-
cerning the advantages and disadvantages of 
loan consolidation or refinancing. Nothing in 
this section shall be construed to preclude the 
consolidation of the borrower’s loans insured 
under this subpart under section 1078–3 of title 
20. Any loans insured pursuant to this subpart 
that are consolidated under section 1078–3 of 
title 20 shall not be eligible for special allow-
ance payments under section 1087–1 of title 20. 

(July 1, 1944, ch. 373, title VII, § 706, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2000; amended Pub. L. 105–392, title I, § 145, 
Nov. 13, 1998, 112 Stat. 3581.) 

PRIOR PROVISIONS 

A prior section 292e, act July 1, 1944, ch. 373, title VII, 
§ 705, as added Oct. 12, 1976, Pub. L. 94–484, title II, § 204, 
90 Stat. 2248; amended Nov. 9, 1978, Pub. L. 95–623, § 11(f), 
92 Stat. 3456; Aug. 13, 1981, Pub. L. 97–35, title XXVII, 
§ 2718, 95 Stat. 914, related to establishment and mainte-
nance of records and annual financial reports and au-
dits, prior to the general revision of this subchapter by 
Pub. L. 102–408. 

Another prior section 292e, act July 1, 1944, ch. 373, 
title VII, § 706, as added July 30, 1956, 779, § 2, 70 Stat. 
719; amended Oct. 5, 1961, Pub. L. 87–395, § 8(c), (d), 75 
Stat. 827; Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164; Aug. 16, 1968, Pub. L. 90–490, title IV, § 402, 82 Stat. 
789; Nov. 18, 1971, Pub. L. 92–157, title I, § 102(k)(2)(A), 
(B), 85 Stat. 437, limited amount of grant available for 
construction of health research facilities, including 
provisions relating to its maximum, reservation of 
amount, manner of payment, and exclusion of amounts 
granted by certain other funds, prior to repeal by Pub. 
L. 94–484, title II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 706 of act July 1, 1944, was classified 
to section 292f of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

Another prior section 706 of act July 1, 1944, was clas-
sified to section 230 of this title prior to repeal by act 
Apr. 27, 1956, ch. 211, § 5(e), 70 Stat. 117. 

AMENDMENTS 

1998—Subsec. (d). Pub. L. 105–392, § 145(1), in heading, 
substituted ‘‘refinancing or consolidation’’ for ‘‘con-
solidation’’ and, in first sentence, substituted ‘‘indebt-
edness or the refinancing of a single loan’’ for ‘‘indebt-
edness’’. 

Subsec. (e). Pub. L. 105–392, § 145(2), in heading, sub-
stituted ‘‘debts and refinancing’’ for ‘‘debts’’, in first 
sentence, substituted ‘‘all of the borrower’s loans in-
sured under this subpart into a single instrument (or, 
if the borrower obtained only 1 loan insured under this 
subpart, refinancing the loan 1 time)’’ for ‘‘all of the 
borrower’s debts into a single instrument’’, and in sec-
ond sentence, substituted ‘‘consolidation or refinanc-
ing’’ for ‘‘consolidation’’. 
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§ 292f. Default of borrower 

(a) Conditions for payment to beneficiary 

(1) In general 

Upon default by the borrower on any loan 
covered by Federal loan insurance pursuant to 
this subpart, and after a substantial collection 
effort (including, subject to subsection (h) of 
this section, commencement and prosecution 
of an action) as determined under regulations 
of the Secretary, the insurance beneficiary 
shall promptly notify the Secretary and the 
Secretary shall, if requested (at that time or 
after further collection efforts) by the bene-
ficiary, or may on his own motion, if the in-
surance is still in effect, pay to the beneficiary 
the amount of the loss sustained by the in-
sured upon that loan as soon as that amount 
has been determined, except that, if the insur-
ance beneficiary including any servicer of the 
loan is not designated for ‘‘exceptional per-
formance’’, as set forth in paragraph (2), the 
Secretary shall pay to the beneficiary a sum 
equal to 98 percent of the amount of the loss 
sustained by the insured upon that loan. 

(2) Exceptional performance 

(A) Authority 

Where the Secretary determines that an 
eligible lender, holder, or servicer has a com-
pliance performance rating that equals or 
exceeds 97 percent, the Secretary shall des-
ignate that eligible lender, holder, or serv-
icer, as the case may be, for exceptional per-
formance. 

(B) Compliance performance rating 

For purposes of subparagraph (A), a com-
pliance performance rating is determined 
with respect to compliance with due dili-
gence in the disbursement, servicing, and 
collection of loans under this subpart for 
each year for which the determination is 
made. Such rating shall be equal to the per-
centage of all due diligence requirements ap-
plicable to each loan, on average, as estab-
lished by the Secretary, with respect to 
loans serviced during the period by the eligi-
ble lender, holder, or servicer. 

(C) Annual audits for lenders, holders, and 
servicers 

Each eligible lender, holder, or servicer de-
siring a designation under subparagraph (A) 
shall have an annual financial and compli-
ance audit conducted with respect to the 
loan portfolio of such eligible lender, holder, 
or servicer, by a qualified independent orga-
nization from a list of qualified organiza-
tions identified by the Secretary and in ac-
cordance with standards established by the 
Secretary. The standards shall measure the 
lender’s, holder’s, or servicer’s compliance 
with due diligence standards and shall in-
clude a defined statistical sampling tech-
nique designed to measure the performance 
rating of the eligible lender, holder, or serv-
icer for the purpose of this section. Each eli-
gible lender, holder, or servicer shall submit 
the audit required by this section to the Sec-
retary. 

(D) Secretary’s determinations 

The Secretary shall make the determina-
tion under subparagraph (A) based upon the 
audits submitted under this paragraph and 
any information in the possession of the 
Secretary or submitted by any other agency 
or office of the Federal Government. 

(E) Quarterly compliance audit 

To maintain its status as an exceptional 
performer, the lender, holder, or servicer 
shall undergo a quarterly compliance audit 
at the end of each quarter (other than the 
quarter in which status as an exceptional 
performer is established through a financial 
and compliance audit, as described in sub-
paragraph (C)), and submit the results of 
such audit to the Secretary. The compliance 
audit shall review compliance with due dili-
gence requirements for the period beginning 
on the day after the ending date of the pre-
vious audit, in accordance with standards 
determined by the Secretary. 

(F) Revocation authority 

The Secretary shall revoke the designa-
tion of a lender, holder, or servicer under 
subparagraph (A) if any quarterly audit re-
quired under subparagraph (E) is not re-
ceived by the Secretary by the date estab-
lished by the Secretary or if the audit indi-
cates the lender, holder, or servicer has 
failed to meet the standards for designation 
as an exceptional performer under subpara-
graph (A). A lender, holder, or servicer re-
ceiving a compliance audit not meeting the 
standard for designation as an exceptional 
performer may reapply for designation under 
subparagraph (A) at any time. 

(G) Documentation 

Nothing in this section shall restrict or 
limit the authority of the Secretary to re-
quire the submission of claims documenta-
tion evidencing servicing performed on 
loans, except that the Secretary may not re-
quire exceptional performers to submit 
greater documentation than that required 
for lenders, holders, and servicers not des-
ignated under subparagraph (A). 

(H) Cost of audits 

Each eligible lender, holder, or servicer 
shall pay for all the costs associated with 
the audits required under this section. 

(I) Additional revocation authority 

Notwithstanding any other provision of 
this section, a designation under subpara-
graph (A) may be revoked at any time by the 
Secretary if the Secretary determines that 
the eligible lender, holder, or servicer has 
failed to maintain an overall level of compli-
ance consistent with the audit submitted by 
the eligible lender, holder, or servicer under 
this paragraph or if the Secretary asserts 
that the lender, holder, or servicer may have 
engaged in fraud in securing designation 
under subparagraph (A) or is failing to serv-
ice loans in accordance with program re-
quirements. 

(J) Noncompliance 

A lender, holder, or servicer designated 
under subparagraph (A) that fails to service 
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loans or otherwise comply with applicable 
program regulations shall be considered in 
violation of the Federal False Claims Act. 

(b) Subrogation 

Upon payment by the Secretary of the amount 
of the loss pursuant to subsection (a) of this sec-
tion, the United States shall be subrogated for 
all of the rights of the holder of the obligation 
upon the insured loan and shall be entitled to an 
assignment of the note or other evidence of the 
insured loan by the insurance beneficiary. If the 
net recovery made by the Secretary on a loan 
after deduction of the cost of that recovery (in-
cluding reasonable administrative costs) exceeds 
the amount of the loss, the excess shall be paid 
over to the insured. The Secretary may sell 
without recourse to eligible lenders (or other en-
tities that the Secretary determines are capable 
of dealing in such loans) notes or other evidence 
of loans received through assignment under the 
first sentence. 

(c) Forbearance 

Nothing in this section or in this subpart shall 
be construed to preclude any forbearance for the 
benefit of the borrower which may be agreed 
upon by the parties to the insured loan and ap-
proved by the Secretary or to preclude forbear-
ance by the Secretary in the enforcement of the 
insured obligation after payment on that insur-
ance. 

(d) Reasonable care and diligence regarding 
loans 

Nothing in this section or in this subpart shall 
be construed to excuse the eligible lender or 
holder of a federally insured loan from exercis-
ing reasonable care and diligence in the making 
of loans under the provisions of this subpart and 
from exercising a substantial effort in the col-
lection of loans under the provisions of this sub-
part. If the Secretary, after reasonable notice 
and opportunity for hearing to an eligible lend-
er, finds that the lender has failed to exercise 
such care and diligence, to exercise such sub-
stantial efforts, to make the reports and state-
ments required under section 292e(a)(3) of this 
title, or to pay the required Federal loan insur-
ance premiums, he shall disqualify that lender 
from obtaining further Federal insurance on 
loans granted pursuant to this subpart until he 
is satisfied that its failure has ceased and finds 
that there is reasonable assurance that the lend-
er will in the future exercise necessary care and 
diligence, exercise substantial effort, or comply 
with such requirements, as the case may be. 

(e) Definitions 

For purposes of this section: 
(1) The term ‘‘insurance beneficiary’’ means 

the insured or its authorized assignee in ac-
cordance with section 292e(c) of this title. 

(2) The term ‘‘amount of the loss’’ means, 
with respect to a loan, unpaid balance of the 
principal amount and interest on such loan, 
less the amount of any judgment collected 
pursuant to default proceedings commenced 
by the eligible lender or holder involved. 

(3) The term ‘‘default’’ includes only such 
defaults as have existed for 120 days. 

(4) The term ‘‘servicer’’ means any agency 
acting on behalf of the insurance beneficiary. 

(f) Reductions in Federal reimbursements or 
payments for defaulting borrowers 

The Secretary shall, after notice and oppor-
tunity for a hearing, cause to be reduced Federal 
reimbursements or payments for health services 
under any Federal law to borrowers who are 
practicing their professions and have defaulted 
on their loans insured under this subpart in 
amounts up to the remaining balance of such 
loans. Procedures for reduction of payments 
under the medicare program are provided under 
section 1395ccc of this title. Notwithstanding 
such section 1395ccc of this title, any funds re-
covered under this subsection shall be deposited 
in the insurance fund established under section 
292i of this title. 

(g) Conditions for discharge of debt in bank-
ruptcy 

Notwithstanding any other provision of Fed-
eral or State law, a debt that is a loan insured 
under the authority of this subpart may be re-
leased by a discharge in bankruptcy under any 
chapter of title 11, only if such discharge is 
granted— 

(1) after the expiration of the seven-year pe-
riod beginning on the first date when repay-
ment of such loan is required, exclusive of any 
period after such date in which the obligation 
to pay installments on the loan is suspended; 

(2) upon a finding by the Bankruptcy Court 
that the nondischarge of such debt would be 
unconscionable; and 

(3) upon the condition that the Secretary 
shall not have waived the Secretary’s rights to 
apply subsection (f) of this section to the bor-
rower and the discharged debt. 

(h) Requirement regarding actions for default 

(1) In general 

With respect to the default by a borrower on 
any loan covered by Federal loan insurance 
under this subpart, the Secretary shall, under 
subsection (a) of this section, require an eligi-
ble lender or holder to commence and pros-
ecute an action for such default unless— 

(A) in the determination of the Sec-
retary— 

(i) the eligible lender or holder has made 
reasonable efforts to serve process on the 
borrower involved and has been unsuccess-
ful with respect to such efforts, or 

(ii) prosecution of such an action would 
be fruitless because of the financial or 
other circumstances of the borrower; 

(B) for such loans made before November 4, 
1988, the loan involved was made in an 
amount of less than $5,000; or 

(C) for such loans made after November 4, 
1988, the loan involved was made in an 
amount of less than $2,500. 

(2) Relationship to claim for payment 

With respect to an eligible lender or holder 
that has commenced an action pursuant to 
subsection (a) of this section, the Secretary 
shall make the payment required in such sub-
section, or deny the claim for such payment, 
not later than 60 days after the date on which 
the Secretary determines that the lender or 
holder has made reasonable efforts to secure a 
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judgment and collect on the judgment entered 
into pursuant to this subsection. 

(3) State court judgments 

With respect to any State court judgment 
that is obtained by a lender or holder against 
a borrower for default on a loan insured under 
this subpart and that is subrogated to the 
United States under subsection (b) of this sec-
tion, any United States attorney may register 
such judgment with the Federal courts for en-
forcement. 

(i) Inapplicability of Federal and State statute of 
limitations on actions for loan collection 

Notwithstanding any other provision of Fed-
eral or State law, there shall be no limitation on 
the period within which suit may be filed, a 
judgment may be enforced, or an offset, garnish-
ment, or other action may be initiated or taken 
by the Secretary, the Attorney General, or other 
administrative head of another Federal agency, 
as the case may be, for the repayment of the 
amount due from a borrower on a loan made 
under this subpart that has been assigned to the 
Secretary under subsection (b) of this section. 

(j) School collection assistance 

An institution or postgraduate training pro-
gram attended by a borrower may assist in the 
collection of any loan of that borrower made 
under this subpart which becomes delinquent, 
including providing information concerning the 
borrower to the Secretary and to past and 
present lenders and holders of the borrower’s 
loans, contacting the borrower in order to en-
courage repayment, and withholding services in 
accordance with regulations issued by the Sec-
retary under section 292n(a)(7) of this title. The 
institution or postgraduate training program 
shall not be subject to section 1692g of title 15 
for purposes of carrying out activities author-
ized by this section. 

(July 1, 1944, ch. 373, title VII, § 707, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2002; amended Pub. L. 103–43, title XX, 
§ 2014(a)(2), June 10, 1993, 107 Stat. 215; Pub. L. 
105–392, title I, §§ 142(a), (b), 144(a), Nov. 13, 1998, 
112 Stat. 3579, 3581.) 

REFERENCES IN TEXT 

The Federal False Claims Act, referred to in subsec. 
(a)(2)(J), probably means the False Claims Act which 
was the popular name for sections 231, 232, 233, and 235 
of former Title 31, Money and Finance. Sections 231, 
232, 233, and 235 were repealed by Pub. L. 97–258, § 5(b), 
Sept. 13, 1982, 96 Stat. 1084, and reenacted by the first 
section thereof as sections 3729 to 3731 of Title 31, 
Money and Finance. 

PRIOR PROVISIONS 

A prior section 292f, act July 1, 1944, ch. 373, title VII, 
§ 706, as added Oct. 12, 1976, Pub. L. 94–484, title II, § 204, 
90 Stat. 2249, authorized contracts under this sub-
chapter without regard to certain provisions, prior to 
the general revision of this subchapter by Pub. L. 
102–408. 

Another prior section 292f, act July 1, 1944, ch. 373, 
title VII, § 707, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
720; amended Oct. 5, 1961, Pub. L. 87–395, § 8(d), 75 Stat. 
827; Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 164; Nov. 
18, 1971, Pub. L. 92–157, title I, § 102(k)(2)(A), 85 Stat. 437, 
provided for recapture of payments relating to grants 
for construction of health research facilities, prior to 

repeal by Pub. L. 94–484, title II, § 201(a), Oct. 12, 1976, 
90 Stat. 2246. 

A prior section 707 of act July 1, 1944, was classified 
to section 292g of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (a). Pub. L. 105–392, § 142(a), designated 
existing provisions as par. (1), inserted heading, sub-
stituted ‘‘determined, except that, if the insurance ben-
eficiary including any servicer of the loan is not des-
ignated for ‘exceptional performance’, as set forth in 
paragraph (2), the Secretary shall pay to the bene-
ficiary a sum equal to 98 percent of the amount of the 
loss sustained by the insured upon that loan.’’ for ‘‘de-
termined.’’, struck out at end ‘‘Not later than one year 
after October 13, 1992, the Secretary shall establish per-
formance standards for lenders and holders of loans 
under this subpart, including fees to be imposed for 
failing to meet such standards.’’, and added par. (2). 

Subsec. (e)(4). Pub. L. 105–392, § 142(b), added par. (4). 
Subsec. (g). Pub. L. 105–392, § 144(a), substituted ‘‘Not-

withstanding any other provision of Federal or State 
law, a debt that is a loan insured’’ for ‘‘A debt which 
is a loan insured’’ in introductory provisions. 

1993—Subsec. (g)(1). Pub. L. 103–43, § 2014(a)(2)(A), 
amended par. (1) generally. Prior to amendment, par. 
(1) read as follows: ‘‘after the expiration of the five- 
year period beginning on the first date, as specified in 
subparagraphs (B) and (C) of section 292d(a)(2) of this 
title, when repayment of such loan is required;’’. 

Subsec. (j). Pub. L. 103–43, § 2014(a)(2)(B), added sub-
sec. (j). 

EFFECTIVE DATE OF 1998 AMENDMENT 

Pub. L. 105–392, title I, § 142(c), Nov. 13, 1998, 112 Stat. 
3581, provided that: ‘‘The amendments made by sub-
sections (a) and (b) [amending this section] shall apply 
with respect to loans submitted to the Secretary for 
payment on or after the first day of the sixth month 
that begins after the date of enactment of this Act 
[Nov. 13, 1998].’’ 

Pub. L. 105–392, title I, § 144(b), Nov. 13, 1998, 112 Stat. 
3581, provided that: ‘‘The amendment made by sub-
section (a) [amending this section] shall apply to any 
loan insured under the authority of subpart I of part A 
of title VII of the Public Health Service Act (42 U.S.C. 
292 et seq.) that is listed or scheduled by the debtor in 
a case under title XI, United States Code [Title 11, 
Bankruptcy], filed— 

‘‘(1) on or after the date of enactment of this Act 
[Nov. 13, 1998]; or 

‘‘(2) prior to such date of enactment in which a dis-
charge has not been granted.’’ 

§ 292g. Risk-based premiums 

(a) Authority 

With respect to a loan made under this sub-
part on or after January 1, 1993, the Secretary, 
in accordance with subsection (b) of this section, 
shall assess a risk-based premium on an eligible 
borrower and, if required under this section, an 
eligible institution that is based on the default 
rate of the eligible institution involved (as de-
fined in section 292o of this title). 

(b) Assessment of premium 

Except as provided in subsection (d)(2) of this 
section, the risk-based premium to be assessed 
under subsection (a) of this section shall be as 
follows: 

(1) Low-risk rate 

With respect to an eligible borrower seeking 
to obtain a loan for attendance at an eligible 
institution that has a default rate of not to ex-
ceed five percent, such borrower shall be as-
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sessed a risk-based premium in an amount 
equal to 6 percent of the principal amount of 
the loan. 

(2) Medium-risk rate 

(A) In general 

With respect to an eligible borrower seek-
ing to obtain a loan for attendance at an eli-
gible institution that has a default rate of in 
excess of five percent but not to exceed 10 
percent— 

(i) such borrower shall be assessed a risk- 
based premium in an amount equal to 8 
percent of the principal amount of the 
loan; and 

(ii) such institution shall be assessed a 
risk-based premium in an amount equal to 
5 percent of the principal amount of the 
loan. 

(B) Default management plan 

An institution of the type described in sub-
paragraph (A) shall prepare and submit to 
the Secretary for approval, an annual de-
fault management plan, that shall specify 
the detailed short-term and long-term proce-
dures that such institution will have in 
place to minimize defaults on loans to bor-
rowers under this subpart. Under such plan 
the institution shall, among other measures, 
provide an exit interview to all borrowers 
that includes information concerning repay-
ment schedules, loan deferments, forbear-
ance, and the consequences of default. 

(3) High-risk rate 

(A) In general 

With respect to an eligible borrower seek-
ing to obtain a loan for attendance at an eli-
gible institution that has a default rate of in 
excess of 10 percent but not to exceed 20 per-
cent— 

(i) such borrower shall be assessed a risk- 
based premium in an amount equal to 8 
percent of the principal amount of the 
loan; and 

(ii) such institution shall be assessed a 
risk-based premium in an amount equal to 
10 percent of the principal amount of the 
loan. 

(B) Default management plan 

An institution of the type described in sub-
paragraph (A) shall prepare and submit to 
the Secretary for approval a plan that meets 
the requirements of paragraph (2)(B). 

(4) Ineligibility 

An individual shall not be eligible to obtain 
a loan under this subpart for attendance at an 
institution that has a default rate in excess of 
20 percent. 

(c) Reduction of risk-based premium 

Lenders shall reduce by 50 percent the risk- 
based premium to eligible borrowers if a credit 
worthy parent or other responsible party co- 
signs the loan note. 

(d) Administrative waivers 

(1) Hearing 

The Secretary shall afford an institution not 
less than one hearing, and may consider miti-

gating circumstances, prior to making such 
institution ineligible for participation in the 
program under this subpart. 

(2) Exceptions 

In carrying out this section with respect to 
an institution, the Secretary may grant an in-
stitution a waiver of requirements of para-
graphs (2) through (4) of subsection (b) of this 
section if the Secretary determines that the 
default rate for such institution is not an ac-
curate indicator because the volume of the 
loans under this subpart made by such institu-
tion has been insufficient. 

(3) Transition for certain institutions 

During the 3-year period beginning on Octo-
ber 13, 1992— 

(A) subsection (b)(4) of this section shall 
not apply with respect to any eligible insti-
tution that is a Historically Black College 
or University; and 

(B) any such institution that has a default 
rate in excess of 20 percent, and any eligible 
borrower seeking a loan for attendance at 
the institution, shall be subject to sub-
section (b)(3) of this section to the same ex-
tent and in the same manner as eligible in-
stitutions and borrowers described in such 
subsection. 

(e) Payoff to reduce risk category 

An institution may pay off the outstanding 
principal and interest owed by the borrowers of 
such institution who have defaulted on loans 
made under this subpart in order to reduce the 
risk category of the institution. 

(July 1, 1944, ch. 373, title VII, § 708, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2004.) 

PRIOR PROVISIONS 

A prior section 292g, act July 1, 1944, ch. 373, title VII, 
§ 707, as added Oct. 12, 1976, Pub. L. 94–484, title II, § 205, 
90 Stat. 2249; amended Aug. 1, 1977, Pub. L. 95–83, title 
III, § 307(r), 91 Stat. 395, related to delegation of author-
ity by the Secretary, prior to the general revision of 
this subchapter by Pub. L. 102–408. 

Another prior section 292g, act July 1, 1944, ch. 373, 
title VII, § 708, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
720; amended Oct. 5, 1961, Pub. L. 87–395, § 8(d), 75 Stat. 
827; Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 164, pro-
hibited Federal interference with administration of in-
stitutions where grants were made for construction of 
health research facilities, prior to repeal by Pub. L. 
94–484, title II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 708 of act July 1, 1944, was classified 
to section 292h of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

EFFECTIVE DATE 

Section effective Jan. 1, 1993, and until such date, 
former section 294e(c) of this title, as in effect on the 
day before Oct. 13, 1992, to continue in effect in lieu of 
this section, see section 103 of Pub. L. 102–408, set out 
as a note under section 292 of this title. 

§ 292h. Office for Health Education Assistance 
Loan Default Reduction 

(a) Establishment 

The Secretary shall establish, within the Divi-
sion of Student Assistance of the Bureau of 
Health Professions, an office to be known as the 
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Office for Health Education Assistance Loan De-
fault Reduction (in this section referred to as 
the ‘‘Office’’). 

(b) Purpose and functions 

It shall be the purpose of the Office to achieve 
a reduction in the number and amounts of de-
faults on loans guaranteed under this subpart. 
In carrying out such purpose the Office shall— 

(1) conduct analytical and evaluative studies 
concerning loans and loan defaults; 

(2) carry out activities designed to reduce 
loan defaults; 

(3) respond to special circumstances that 
may exist in the financial lending environ-
ment that may lead to loan defaults; 

(4) coordinate with other Federal entities 
that are involved with student loan programs, 
including— 

(A) with respect to the Department of Edu-
cation, in the development of a single stu-
dent loan application form, a single student 
loan deferment form, a single disability 
form, and a central student loan database; 
and 

(B) with respect to the Department of Jus-
tice, in the recovery of payments from 
health professionals who have defaulted on 
loans guaranteed under this subpart; and 

(5) provide technical assistance to borrow-
ers, lenders, holders, and institutions concern-
ing deferments and collection activities. 

(c) Additional duties 

In conjunction with the report submitted 
under subsection (b) of this section, the Office 
shall— 

(1) compile, and publish in the Federal Reg-
ister, a list of the borrowers who are in default 
under this subpart; and 

(2) send the report and notices of default 
with respect to these borrowers to relevant 
Federal agencies and to schools, school asso-
ciations, professional and specialty associa-
tions, State licensing boards, hospitals with 
which such borrowers may be associated, and 
any other relevant organizations. 

(d) Allocation of funds for Office 

In the case of amounts reserved under section 
292i(a)(2)(B) of this title for obligation under 
this subsection, the Secretary may obligate the 
amounts for the purpose of administering the 
Office, including 7 full-time equivalent employ-
ment positions for such Office. With respect to 
such purpose, amounts made available under the 
preceding sentence are in addition to amounts 
made available to the Health Resources and 
Services Administration for program manage-
ment for the fiscal year involved. With respect 
to such employment positions, the positions are 
in addition to the number of full-time equiva-
lent employment positions that otherwise is au-
thorized for the Department of Health and 
Human Services for the fiscal year involved. 

(July 1, 1944, ch. 373, title VII, § 709, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2006; amended Pub. L. 105–392, title I, 
§ 141(b), Nov. 13, 1998, 112 Stat. 3579.) 

PRIOR PROVISIONS 

A prior section 292h, act July 1, 1944, ch. 373, title VII, 
§ 708, as added Oct. 12, 1976, Pub. L. 94–484, title II, § 206, 

90 Stat. 2250; amended Aug. 1, 1977, Pub. L. 95–83, title 
III, § 307(a), 91 Stat. 389; Nov. 9, 1978, Pub. L. 95–623, 
§ 12(a), 92 Stat. 3457; Dec. 11, 1980, Pub. L. 96–511, § 4(c), 
94 Stat. 2826; Aug. 13, 1981, Pub. L. 97–35, title XXVII, 
§ 2719, 95 Stat. 914; Oct. 22, 1985, Pub. L. 99–129, title II, 
§ 220(b), 99 Stat. 543; Nov. 4, 1988, Pub. L. 100–607, title 
VI, §§ 616(c)(1), 626, 102 Stat. 3139, 3144; Nov. 18, 1988, Pub. 
L. 100–690, title II, § 2615(a), 102 Stat. 4239; Aug. 16, 1989, 
Pub. L. 101–93, § 5(m), 103 Stat. 613, related to health 
professions data, prior to the general revision of this 
subchapter by Pub. L. 102–408. See section 295k of this 
title. 

Another prior section 292h, act July 1, 1944, ch. 373, 
title VII, § 709, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
720; amended Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164; Nov. 18, 1971, Pub. L. 92–157, title I, § 102(k)(2)(C), 85 
Stat. 437, provided for issuance of general, administra-
tive, and other regulations for implementation of 
grants for construction of health research facilities, 
prior to repeal by Pub. L. 94–484, title II, § 201(a), Oct. 
12, 1976, 90 Stat. 2246. 

A prior section 709 of act July 1, 1944, was classified 
to section 292i of this title prior to repeal by Pub. L. 
97–35, title XXVII, § 2720(a), Aug. 13, 1981, 95 Stat. 915. 

AMENDMENTS 

1998—Subsec. (b). Pub. L. 105–392 inserted ‘‘and’’ at 
end of par. (4)(B), substituted a period for ‘‘; and’’ at 
end of par. (5), and struck out par. (6) which read as fol-
lows: ‘‘prepare and submit a report not later than 
March 31, 1993, and annually, thereafter, to the Com-
mittee on Labor and Human Resources of the Senate 
and the Committee on Energy and Commerce of the 
House of Representatives concerning— 

‘‘(A) the default rates for each— 
‘‘(i) institution described in section 292o(1) of this 

title that is participating in the loan programs 
under this subpart; 

‘‘(ii) lender participating in the loan program 
under this subpart; and 

‘‘(iii) loan holder under this subpart; 
‘‘(B) the total amounts recovered pursuant to sec-

tion 292f(b) of this title during the preceding fiscal 
year; and 

‘‘(C) a plan for improving the extent of such recov-
eries during the current fiscal year.’’ 

§ 292i. Insurance account 

(a) In general 

(1) Establishment 

There is hereby established a student loan 
insurance account (in this section referred to 
as the ‘‘Account’’) which shall be available 
without fiscal year limitation to the Sec-
retary for making payments in connection 
with the collection and default of loans in-
sured under this subpart by the Secretary. 

(2) Funding 

(A) Except as provided in subparagraph (B), 
all amounts received by the Secretary as pre-
mium charges for insurance and as receipts, 
earnings, or proceeds derived from any claim 
or other assets acquired by the Secretary in 
connection with his operations under this sub-
part, and any other moneys, property, or as-
sets derived by the Secretary from the oper-
ations of the Secretary in connection with 
this section, shall be deposited in the Account. 

(B) With respect to amounts described in 
subparagraph (A) that are received by the Sec-
retary for fiscal year 1993 and subsequent fis-
cal years, the Secretary may, before deposit-
ing such amounts in the Account, reserve from 
the amounts each such fiscal year not more 
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1 So in original. Probably should be ‘‘of’’. 

than $1,000,000 for obligation under section 
292h(d) of this title. 

(3) Expenditures 

All payments in connection with the default 
of loans insured by the Secretary under this 
subpart shall be paid from the Account. 

(b) Contingent authority for issuance of notes or 
other obligations 

If at any time the moneys in the Account are 
insufficient to make payments in connection 
with the collection or default of any loan in-
sured by the Secretary under this subpart, the 
Secretary of the Treasury may lend the Account 
such amounts as may be necessary to make the 
payments involved, subject to the Federal Cred-
it Reform Act of 1990 [2 U.S.C. 661 et seq.]. 

(July 1, 1944, ch. 373, title VII, § 710, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2007; amended Pub. L. 105–392, title I, § 143, 
Nov. 13, 1998, 112 Stat. 3581.) 

REFERENCES IN TEXT 

The Federal Credit Reform Act of 1990, referred to in 
subsec. (b), is title V of Pub. L. 93–344, as added by Pub. 
L. 101–508, title XIII, § 13201(a), Nov. 5, 1990, 104 Stat. 
1388–609, which is classified generally to subchapter III 
(§ 661 et seq.) of chapter 17A of Title 2, The Congress. 
For complete classification of this Act to the Code, see 
Short Title of 1990 Amendment note set out under sec-
tion 621 of Title 2 and Tables. 

PRIOR PROVISIONS 

A prior section 292i, act July 1, 1944, ch. 373, title VII, 
§ 709, as added Oct. 12, 1976, Pub. L. 94–484, title II, § 207, 
90 Stat. 2252; amended Nov. 9, 1978, Pub. L. 95–623, 
§ 12(b), 92 Stat. 3457, related to shared schedule resi-
dency training positions, prior to repeal by Pub. L. 
97–35, title XXVII, § 2720(a), Aug. 13, 1981, 95 Stat. 915. 

Another prior section 292i, act July 1, 1944, ch. 373, 
title VII, § 710, as added July 30, 1956, ch. 779, § 2, 70 Stat. 
720; amended Sept. 24, 1963, Pub. L. 88–129, § 2(a), 77 Stat. 
164; Nov. 18, 1971, Pub. L. 92–157, title I, § 102(k)(2)(A), 85 
Stat. 437, related to preparation and submission of an-
nual reports to the Congress through the President, in-
cluding its contents, as to grants for construction of 
health research facilities, prior to repeal by Pub. L. 
94–484, title II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

A prior section 710 of act July 1, 1944, was classified 
to section 292k of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

Another prior section 710 of act July 1, 1944, was re-
numbered section 709 by Pub. L. 97–35 and was classified 
to section 292j of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (a)(2)(B). Pub. L. 105–392 substituted 
‘‘fiscal year 1993 and subsequent fiscal years’’ for ‘‘any 
of the fiscal years 1993 through 1996’’. 

§ 292j. Powers and responsibilities of Secretary 

(a) In general 

In the performance of, and with respect to, the 
functions, powers, and duties vested in the Sec-
retary by this subpart, the Secretary is author-
ized as follows: 

(1) To prescribe such regulations as may be 
necessary to carry out the purposes of this 
subpart. 

(2) To sue and be sued in any district court 
of the United States. Such district courts shall 
have jurisdiction of civil actions arising under 

this subpart without regard to the amount in 
controversy, and any action instituted under 
this subsection by or against the Secretary 
shall survive notwithstanding any change in 
the person occupying the office of Secretary or 
any vacancy in that office. No attachment, in-
junction, garnishment, or other similar proc-
ess, mesne or final, shall be issued against the 
Secretary or property under the control of the 
Secretary. Nothing herein shall be constructed 
to except litigation arising out of activities 
under this subpart from the application of sec-
tions 517 and 547 of title 28. 

(3) To include in any contract for Federal 
loan insurance such terms, conditions, and 
covenants relating to repayment of principal 
and payments of interest, relating to his obli-
gations and rights and to those of eligible 
lenders, and borrowers in case of default, and 
relating to such other matters as the Sec-
retary determines to be necessary to assure 
that the purposes of this subpart will be 
achieved. Any term, condition, and covenant 
made pursuant to this paragraph or any other 
provisions of this subpart may be modified by 
the Secretary if the Secretary determines that 
modification is necessary to protect the finan-
cial interest of the United States. 

(4) Subject to the specific limitations in the 
subpart, to consent to the modification of any 
note or other instrument evidencing a loan 
which has been insured by him under this sub-
part (including modifications with respect to 
the rate of interest, time of payment of any 
installment of principal and interest or any 
portion thereof, or any other provision). 

(5) To enforce, pay, compromise, waive, or 
release any right, title, claim, lien, or demand, 
however acquired, including any equity or any 
right or 1 redemption. 

(b) Annual budget; accounts 

The Secretary shall, with respect to the finan-
cial operations arising by reason of this sub-
part— 

(1) prepare annually and submit a budget 
program as provided for wholly owned Govern-
ment corporations by chapter 91 of title 31; 
and 

(2) maintain with respect to insurance under 
this subpart an integral set of accounts. 

(July 1, 1944, ch. 373, title VII, § 711, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2007.) 

CODIFICATION 

In subsec. (b)(1), ‘‘chapter 91 of title 31’’ was sub-
stituted for ‘‘the Government Corporation Control 
Act’’ 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 292j, act July 1, 1944, ch. 373, title VII, 
§ 709, formerly § 710, as added Oct. 12, 1976, Pub. L. 
94–484, title II, § 208, 90 Stat. 2252; renumbered § 709 and 
amended Aug. 13, 1981, Pub. L. 97–35, title XXVII, 
§§ 2720(b), 2721, 95 Stat. 915; Oct. 22, 1985, Pub. L. 99–129, 
title II, § 206, 99 Stat. 527, related to payment under 
grants, prior to the general revision of this subchapter 
by Pub. L. 102–408. 
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Another prior section 292j, act July 1, 1944, ch. 373, 
title VII, § 711, as added Sept. 24, 1963, Pub. L. 88–129, 
§ 3(b), 77 Stat. 173; amended Nov. 18, 1971, Pub. L. 92–157, 
title I, § 102(k)(2)(A), 85 Stat. 437, provided for technical 
assistance in connection with grants for construction 
of health research facilities, prior to repeal by Pub. L. 
94–484, title II, § 201(a), Oct. 12, 1976, 90 Stat. 2246. 

§ 292k. Participation by Federal credit unions in 
Federal, State, and private student loan in-
surance programs 

Notwithstanding any other provision of law, 
Federal credit unions shall, pursuant to regula-
tions of the Administrator of the National Cred-
it Union Administration, have power to make 
insured loans to eligible students in accordance 
with the provisions of this subpart relating to 
Federal insured loans. 

(July 1, 1944, ch. 373, title VII, § 712, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2008.) 

PRIOR PROVISIONS 

A prior section 292k, act July 1, 1944, ch. 373, title VII, 
§ 710, formerly § 711, as added Oct. 12, 1976, Pub. L. 
94–484, title II, § 209, 90 Stat. 2253; renumbered § 710 and 
amended Aug. 13, 1981, Pub. L. 97–35, title XXVII, 
§§ 2720(b), 2722, 95 Stat. 915, related to differential tui-
tion and fees, prior to the general revision of this sub-
chapter by Pub. L. 102–408. 

TRANSFER OF FUNCTIONS 

Functions vested in Administrator of National Credit 
Union Administration transferred and vested in Na-
tional Credit Union Administration Board pursuant to 
section 1752a of Title 12, Banks and Banking. 

§ 292l. Determination of eligible students 

For purposes of determining eligible students 
under this part, in the case of a public school in 
a State that offers an accelerated, integrated 
program of study combining undergraduate pre-
medical education and medical education lead-
ing to advanced entry, by contractual agree-
ment, into an accredited four-year school of 
medicine which provides the remaining training 
leading to a degree of doctor of medicine, when-
ever in this part a provision refers to a student 
at a school of medicine, such reference shall in-
clude only a student enrolled in any of the last 
four years of such accelerated, integrated pro-
gram of study. 

(July 1, 1944, ch. 373, title VII, § 713, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2008.) 

§ 292m. Repayment by Secretary of loans of de-
ceased or disabled borrowers 

If a borrower who has received a loan dies or 
becomes permanently and totally disabled (as 
determined in accordance with regulations of 
the Secretary), the Secretary shall discharge 
the borrower’s liability on the loan by repaying 
the amount owed on the loan from the account 
established under section 292i of this title. 

(July 1, 1944, ch. 373, title VII, § 714, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2008.) 

§ 292n. Additional requirements for institutions 
and lenders 

(a) In general 

Notwithstanding any other provision of this 
subpart, the Secretary is authorized to prescribe 
such regulations as may be necessary to provide 
for— 

(1) a fiscal audit of an eligible institution 
with regard to any funds obtained from a bor-
rower who has received a loan insured under 
this subpart; 

(2) the establishment of reasonable stand-
ards of financial responsibility and appro-
priate institutional capability for the adminis-
tration by an eligible institution of a program 
of student financial aid with respect to funds 
obtained from a student who has received a 
loan insured under this subpart; 

(3) the limitation, suspension, or termi-
nation of the eligibility under this subpart of 
any otherwise eligible institution, whenever 
the Secretary has determined, after notice and 
affording an opportunity for hearing, that 
such institution has violated or failed to carry 
out any regulation prescribed under this sub-
part; 

(4) the collection of information from the 
borrower, lender, or eligible institution to as-
sure compliance with the provisions of section 
292d of this title; 

(5) the assessing of tuition or fees to borrow-
ers in amounts that are the same or less than 
the amount of tuition and fees assessed to 
nonborrowers; 

(6) the submission, by the institution or the 
lender to the Office of Health Education As-
sistance Loan Default Reduction, of informa-
tion concerning each loan made under this 
subpart, including the date when each such 
loan was originated, the date when each such 
loan is sold, the identity of the loan holder 
and information concerning a change in the 
borrower’s status; 

(7) the withholding of services, including 
academic transcripts, financial aid tran-
scripts, and alumni services, by an institution 
from a borrower upon the default of such bor-
rower of a loan under this subpart, except in 
case of a borrower who has filed for bank-
ruptcy; and 

(8) the offering, by the lender to the bor-
rower, of a variety of repayment options, in-
cluding fixed-rate, graduated repayment with 
negative amortization permitted, and income 
dependent payments for a limited period fol-
lowed by level monthly payments. 

(b) Recording by institution of information on 
students 

The Secretary shall require an eligible institu-
tion to record, and make available to the lender 
and to the Secretary upon request, the name, 
address, postgraduate destination, and other 
reasonable identifying information for each stu-
dent of such institution who has a loan insured 
under this subpart. 

(c) Workshop for student borrowers 

Each participating eligible institution must 
have, at the beginning of each academic year, a 
workshop concerning the provisions of this sub-
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part that all student borrowers shall be required 
to attend. 

(July 1, 1944, ch. 373, title VII, § 715, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2009.) 

§ 292o. Definitions 

For purposes of this subpart: 
(1) The term ‘‘eligible institution’’ means, 

with respect to a fiscal year, a school of medi-
cine, osteopathic medicine, dentistry, veteri-
nary medicine, optometry, podiatric medicine, 
pharmacy, public health, allied health, or 
chiropractic, or a graduate program in health 
administration or behavioral and mental 
health practice, including clinical psychology. 

(2) The term ‘‘eligible lender’’ means an eli-
gible institution that became a lender under 
this subpart prior to September 15, 1992, an 
agency or instrumentality of a State, a finan-
cial or credit institution (including an insur-
ance company) which is subject to examina-
tion and supervision by an agency of the 
United States or of any State, a pension fund 
approved by the Secretary for this purpose, or 
a nonprofit private entity designated by the 
State, regulated by the State, and approved by 
the Secretary. 

(3) The term ‘‘line of credit’’ means an ar-
rangement or agreement between the lender 
and the borrower whereby a loan is paid out by 
the lender to the borrower in annual install-
ments, or whereby the lender agrees to make, 
in addition to the initial loan, additional loans 
in subsequent years. 

(4) The term ‘‘school of allied health’’ means 
a program in a school of allied health (as de-
fined in section 295p of this title) which leads 
to a masters’ degree or a doctoral degree. 

(5)(A) The term ‘‘default rate’’, in the case of 
an eligible entity, means the percentage con-
stituted by the ratio of— 

(i) the principal amount of loans insured 
under this subpart— 

(I) that are made with respect to the en-
tity and that enter repayment status after 
April 7, 1987; and 

(II) for which amounts have been paid 
under section 292f(a) of this title to insur-
ance beneficiaries, exclusive of any loan 
for which amounts have been so paid as a 
result of the death or total and permanent 
disability of the borrower; exclusive of any 
loan for which the borrower begins pay-
ments to the Secretary on the loan pursu-
ant to section 292f(b) of this title and 
maintains payments for 12 consecutive 
months in accordance with the agreement 
involved (with the loan subsequently being 
included or excluded, as the case may be, 
as amounts paid under section 292f(a) of 
this title according to whether further de-
faults occur and whether with respect to 
the default involved compliance with such 
requirement regarding 12 consecutive 
months occurs); and exclusive of any loan 
on which payments may not be recovered 
by reason of the obligation under the loan 
being discharged in bankruptcy under title 
11; to 

(ii) the total principal amount of loans in-
sured under this subpart that are made with 
respect to the entity and that enter repay-
ment status after April 7, 1987. 

(B) For purposes of subparagraph (A), a loan 
insured under this subpart shall be considered 
to have entered repayment status if the appli-
cable period described in subparagraph (B) of 
section 292d(a)(2) of this title regarding the 
loan has expired (without regard to whether 
any period described in subparagraph (C) of 
such section is applicable regarding the loan). 

(C) For purposes of subparagraph (A), the 
term ‘‘eligible entity’’ means an eligible insti-
tution, an eligible lender, or a holder, as the 
case may be. 

(D) For purposes of subparagraph (A), a loan 
is made with respect to an eligible entity if— 

(i) in the case of an eligible institution, 
the loan was made to students of the institu-
tion; 

(ii) in the case of an eligible lender, the 
loan was made by the lender; and 

(iii) in the case of a holder, the loan was 
purchased by the holder. 

(July 1, 1944, ch. 373, title VII, § 719, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2009; amended Pub. L. 105–392, title I, 
§ 141(c)(2), Nov. 13, 1998, 112 Stat. 3579.) 

AMENDMENTS 

1998—Par. (1). Pub. L. 105–392 substituted ‘‘or behav-
ioral and mental health practice, including clinical 
psychology’’ for ‘‘or clinical psychology’’. 

§ 292p. Authorization of appropriations 

(a) In general 

For fiscal year 1993 and subsequent fiscal 
years, there are authorized to be appropriated 
such sums as may be necessary for the adequacy 
of the student loan insurance account under this 
subpart and for the purpose of administering 
this subpart. 

(b) Availability of sums 

Sums appropriated under subsection (a) of this 
section shall remain available until expended. 

(July 1, 1944, ch. 373, title VII, § 720, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2011.) 

PRIOR PROVISIONS 

A prior section 720 of act July 1, 1944, was classified 
to section 293 of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

SUBPART II—FEDERALLY-SUPPORTED STUDENT 
LOAN FUNDS 

§ 292q. Agreements for operation of school loan 
funds 

(a) Fund agreements 

The Secretary is authorized to enter into an 
agreement for the establishment and operation 
of a student loan fund in accordance with this 
subpart with any public or other nonprofit 
school of medicine, osteopathic medicine, den-
tistry, pharmacy, podiatric medicine, optom-
etry, or veterinary medicine. 

(b) Requirements 

Each agreement entered into under this sec-
tion shall— 
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(1) provide for establishment of a student 
loan fund by the school; 

(2) provide for deposit in the fund of— 
(A) the Federal capital contributions to 

the fund; 
(B) an amount equal to not less than one- 

ninth of such Federal capital contributions, 
contributed by such institution; 

(C) collections of principal and interest on 
loans made from the fund; 

(D) collections pursuant to section 292r(j) 
of this title; and 

(E) any other earnings of the fund; 

(3) provide that the fund shall be used only 
for loans to students of the school in accord-
ance with the agreement and for costs of col-
lection of such loans and interest thereon; 

(4) provide that loans may be made from 
such funds only to students pursuing a full- 
time course of study at the school leading to 
a degree of doctor of medicine, doctor of den-
tistry or an equivalent degree, doctor of oste-
opathy, bachelor of science in pharmacy or an 
equivalent degree, doctor of pharmacy or an 
equivalent degree, doctor of podiatric medi-
cine or an equivalent degree, doctor of optom-
etry or an equivalent degree, or doctor of vet-
erinary medicine or an equivalent degree; 

(5) provide that the school shall advise, in 
writing, each applicant for a loan from the 
student loan fund of the provisions of section 
292r of this title under which outstanding 
loans from the student loan fund may be paid 
(in whole or in part) by the Secretary; and 

(6) contain such other provisions as are nec-
essary to protect the financial interests of the 
United States. 

(c) Failure of school to collect loans 

(1) In general 

Any standard established by the Secretary 
by regulation for the collection by schools of 
medicine, osteopathic medicine, dentistry, 
pharmacy, podiatric medicine, optometry, or 
veterinary medicine of loans made pursuant to 
loan agreements under this subpart shall pro-
vide that the failure of any such school to col-
lect such loans shall be measured in accord-
ance with this subsection. This subsection 
may not be construed to require such schools 
to reimburse the student loan fund under this 
subpart for loans that became uncollectible 
prior to August 1985 or to penalize such 
schools with respect to such loans. 

(2) Extent of failure 

The measurement of a school’s failure to 
collect loans made under this subpart shall be 
the ratio (stated as a percentage) that the de-
faulted principal amount outstanding of such 
school bears to the matured loans of such 
school. 

(3) Definitions 

For purposes of this subsection: 
(A) The term ‘‘default’’ means the failure 

of a borrower of a loan made under this sub-
part to— 

(i) make an installment payment when 
due; or 

(ii) comply with any other term of the 
promissory note for such loan, 

except that a loan made under this subpart 
shall not be considered to be in default if the 
loan is discharged in bankruptcy or if the 
school reasonably concludes from written 
contracts with the borrower that the bor-
rower intends to repay the loan. 

(B) The term ‘‘defaulted principal amount 
outstanding’’ means the total amount bor-
rowed from the loan fund of a school that 
has reached the repayment stage (minus any 
principal amount repaid or canceled) on 
loans— 

(i) repayable monthly and in default for 
at least 120 days; and 

(ii) repayable less frequently than 
monthly and in default for at least 180 
days; 

(C) The term ‘‘grace period’’ means the pe-
riod of one year beginning on the date on 
which the borrower ceases to pursue a full- 
time course of study at a school of medicine, 
osteopathic medicine, dentistry, pharmacy, 
podiatric medicine, optometry, or veterinary 
medicine; and 

(D) The term ‘‘matured loans’’ means the 
total principal amount of all loans made by 
a school under this subpart minus the total 
principal amount of loans made by such 
school to students who are— 

(i) enrolled in a full-time course of study 
at such school; or 

(ii) in their grace period. 

(July 1, 1944, ch. 373, title VII, § 721, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2011.) 

PRIOR PROVISIONS 

A prior section 721 of act July 1, 1944, was classified 
to section 293a of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

§ 292r. Loan provisions 

(a) Amount of loan 

(1) In general 

Loans from a student loan fund (established 
under an agreement with a school under sec-
tion 292q of this title) may not, subject to 
paragraph (2), exceed for any student for a 
school year (or its equivalent) the cost of at-
tendance (including tuition, other reasonable 
educational expenses, and reasonable living 
costs) for that year at the educational institu-
tion attended by the student (as determined 
by such educational institution). 

(2) Third and fourth years of medical school 

For purposes of paragraph (1), the amount of 
the loan may, in the case of the third or fourth 
year of a student at a school of medicine or os-
teopathic medicine, be increased to the extent 
necessary to pay the balances of loans that, 
from sources other than the student loan fund 
under section 292q of this title, were made to 
the individual for attendance at the school. 
The authority to make such an increase is 
subject to the school and the student agreeing 
that such amount (as increased) will be ex-
pended to pay such balances. 

(b) Terms and conditions 

Subject to section 292s of this title, any such 
loans shall be made on such terms and condi-
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tions as the school may determine, but may be 
made only to a student— 

(1) who is in need of the amount thereof to 
pursue a full-time course of study at the 
school leading to a degree of doctor of medi-
cine, doctor of dentistry or an equivalent de-
gree, doctor of osteopathy, bachelor of science 
in pharmacy or an equivalent degree, doctor of 
pharmacy or an equivalent degree, doctor of 
podiatric medicine or an equivalent degree, 
doctor of optometry or an equivalent degree, 
or doctor of veterinary medicine or an equiva-
lent degree; and 

(2) who, if required under section 453 of title 
50, Appendix, to present himself for and sub-
mit to registration under such section, has 
presented himself and submitted to registra-
tion under such section. 

(c) Repayment; exclusions from repayment pe-
riod 

Such loans shall be repayable in equal or grad-
uated periodic installments (with the right of 
the borrower to accelerate repayment) over the 
period of not less than 10 years nor more than 25 
years, at the discretion of the institution, which 
begins one year after the student ceases to pur-
sue a full-time course of study at a school of 
medicine, osteopathic medicine, dentistry, phar-
macy, podiatry, optometry, or veterinary medi-
cine, excluding from such period— 

(1) all periods— 
(A) not in excess of three years of active 

duty performed by the borrower as a member 
of a uniformed service; 

(B) not in excess of three years during 
which the borrower serves as a volunteer 
under the Peace Corps Act [22 U.S.C. 2501 et 
seq.]; 

(C) during which the borrower participates 
in advanced professional training, including 
internships and residencies; and 

(D) during which the borrower is pursuing 
a full-time course of study at such a school; 
and 

(2) a period— 
(A) not in excess of two years during which 

a borrower who is a full-time student in such 
a school leaves the school, with the intent to 
return to such school as a full-time student, 
in order to engage in a full-time educational 
activity which is directly related to the 
health profession for which the borrower is 
preparing, as determined by the Secretary; 
or 

(B) not in excess of two years during which 
a borrower who is a graduate of such a 
school is a participant in a fellowship train-
ing program or a full-time educational activ-
ity which— 

(i) is directly related to the health pro-
fession for which such borrower prepared 
at such school, as determined by the Sec-
retary; and 

(ii) may be engaged in by the borrower 
during such a two-year period which be-
gins within twelve months after the com-
pletion of the borrower’s participation in 
advanced professional training described 
in paragraph (1)(C) or prior to the comple-
tion of such borrower’s participation in 
such training. 

(d) Cancellation of liability 

The liability to repay the unpaid balance of 
such a loan and accrued interest thereon shall 
be canceled upon the death of the borrower, or if 
the Secretary determines that he has become 
permanently, and totally disabled. 

(e) Rate of interest 

Such loans shall bear interest, on the unpaid 
balance of the loan, computed only for periods 
for which the loan is repayable, at the rate of 5 
percent per year. 

(f) Security or endorsement 

Loans shall be made under this subpart with-
out security or endorsement, except that if the 
borrower is a minor and the note or other evi-
dence of obligation executed by him would not, 
under the applicable law, create a binding obli-
gation, either security or endorsement may be 
required. 

(g) Transferring and assigning loans 

No note or other evidence of a loan made 
under this subpart may be transferred or as-
signed by the school making the loan except 
that, if the borrowers transfer to another school 
participating in the program under this subpart, 
such note or other evidence of a loan may be 
transferred to such other school. 

(h) Charge with respect to insurance for certain 
cancellations 

Subject to regulations of the Secretary, a 
school may assess a charge with respect to loans 
made this subpart 1 to cover the costs of insuring 
against cancellation of liability under sub-
section (d) of this section. 

(i) Charge with respect to late payments 

Subject to regulations of the Secretary, and in 
accordance with this section, a school shall as-
sess a charge with respect to a loan made under 
this subpart for failure of the borrower to pay 
all or any part of an installment when it is due 
and, in the case of a borrower who is entitled to 
deferment of the loan under subsection (c) of 
this section, for any failure to file timely and 
satisfactory evidence of such entitlement. No 
such charge may be made if the payment of such 
installment or the filing of such evidence is 
made within 60 days after the date on which 
such installment or filing is due. The amount of 
any such charge may not exceed an amount 
equal to 6 percent of the amount of such install-
ment. The school may elect to add the amount 
of any such charge to the principal amount of 
the loan as of the first day after the day on 
which such installment or evidence was due, or 
to make the amount of the charge payable to 
the school not later than the due date of the 
next installment after receipt by the borrower 
of notice of the assessment of the charge. 

(j) Authority of schools regarding rate of pay-
ment 

A school may provide, in accordance with reg-
ulations of the Secretary, that during the repay-
ment period of a loan from a loan fund estab-
lished pursuant to an agreement under this sub-
part payments of principal and interest by the 
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borrower with respect to all the outstanding 
loans made to him from loan funds so estab-
lished shall be at a rate equal to not less than 
$40 per month. 

(k) Authority regarding repayments by Secretary 

Upon application by a person who received, 
and is under an obligation to repay, any loan 
made to such person as a health professions stu-
dent to enable him to study medicine, osteop-
athy, dentistry, veterinary medicine, optom-
etry, pharmacy, or podiatry, the Secretary may 
undertake to repay (without liability to the ap-
plicant) all or any part of such loan, and any in-
terest or portion thereof outstanding thereon, 
upon his determination, pursuant to regulations 
establishing criteria therefor, that the appli-
cant— 

(1) failed to complete such studies leading to 
his first professional degree; 

(2) is in exceptionally needy circumstances; 
(3) is from a low-income or disadvantaged 

family as those terms may be defined by such 
regulations; and 

(4) has not resumed, or cannot reasonably be 
expected to resume, the study of medicine, os-
teopathy, dentistry, veterinary medicine, op-
tometry, pharmacy, or podiatric medicine, 
within two years following the date upon 
which he terminated such studies. 

(l) Collection efforts by Secretary 

The Secretary is authorized to attempt to col-
lect any loan which was made under this sub-
part, which is in default, and which was referred 
to the Secretary by a school with which the Sec-
retary has an agreement under this subpart, on 
behalf of that school under such terms and con-
ditions as the Secretary may prescribe (includ-
ing reimbursement from the school’s student 
loan fund for expenses the Secretary may rea-
sonably incur in attempting collection), but 
only if the school has complied with such re-
quirements as the Secretary may specify by reg-
ulation with respect to the collection of loans 
under this subpart. A loan so referred shall be 
treated as a debt subject to section 5514 of title 
5. Amounts collected shall be deposited in the 
school’s student loan fund. Whenever the Sec-
retary desires the institution of a civil action 
regarding any such loan, the Secretary shall 
refer the matter to the Attorney General for ap-
propriate action. 

(m) Elimination of statute of limitation for loan 
collections 

(1) Purpose 

It is the purpose of this subsection to ensure 
that obligations to repay loans under this sec-
tion are enforced without regard to any Fed-
eral or State statutory, regulatory, or admin-
istrative limitation on the period within 
which debts may be enforced. 

(2) Prohibition 

Notwithstanding any other provision of Fed-
eral or State law, no limitation shall termi-
nate the period within which suit may be filed, 
a judgment may be enforced, or an offset, gar-
nishment, or other action may be initiated or 
taken by a school that has an agreement with 
the Secretary pursuant to section 292q of this 

title that is seeking the repayment of the 
amount due from a borrower on a loan made 
under this subpart after the default of the bor-
rower on such loan. 

(July 1, 1944, ch. 373, title VII, § 722, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2012; amended Pub. L. 103–43, title XX, 
§ 2014(b), June 10, 1993, 107 Stat. 215; Pub. L. 
105–392, title I, § 134(a), (b)(1), Nov. 13, 1998, 112 
Stat. 3577, 3578.) 

REFERENCES IN TEXT 

The Peace Corps Act, referred to in subsec. (c)(1)(B), 
is Pub. L. 87–293, Sept. 22, 1961, 75 Stat. 612, as amended, 
which is classified principally to chapter 34 (§ 2501 et 
seq.) of Title 22, Foreign Relations and Intercourse. For 
complete classification of this Act to the Code, see 
Short Title note set out under section 2501 of Title 22 
and Tables. 

PRIOR PROVISIONS 

A prior section 722 of act July 1, 1944, was classified 
to section 293b of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (a)(1). Pub. L. 105–392, § 134(a)(1), sub-
stituted ‘‘the cost of attendance (including tuition, 
other reasonable educational expenses, and reasonable 
living costs) for that year at the educational institu-
tion attended by the student (as determined by such 
educational institution).’’ for ‘‘the sum of— 

‘‘(A) the cost of tuition for such year at such 
school, and 

‘‘(B) $2,500.’’ 
Subsec. (a)(2). Pub. L. 105–392, § 134(a)(2), substituted 

‘‘the amount of the loan may, in the case of the third 
or fourth year of a student at a school of medicine or 
osteopathic medicine, be increased to the extent nec-
essary’’ for ‘‘the amount $2,500 may, in the case of the 
third or fourth year of a student at school of medicine 
or osteopathic medicine, be increased to the extent 
necessary (including such $2,500)’’. 

Subsec. (c). Pub. L. 105–392, § 134(a)(3), in heading, sub-
stituted ‘‘repayment’’ for ‘‘ten-year’’ and, in introduc-
tory provisions, substituted ‘‘period of not less than 10 
years nor more than 25 years, at the discretion of the 
institution, which begins’’ for ‘‘ten-year period which 
begins’’ and ‘‘such period’’ for ‘‘such ten-year period’’. 

Subsec. (j). Pub. L. 105–392, § 134(a)(4), substituted 
‘‘$40’’ for ‘‘$15’’. 

Subsec. (m). Pub. L. 105–392, § 134(b)(1), added subsec. 
(m). 

1993—Subsec. (a). Pub. L. 103–43, § 2014(b)(1), amended 
heading and text of subsec. (a) generally. Prior to 
amendment, text read as follows: ‘‘Loans from a stu-
dent loan fund (established under an agreement with a 
school under section 292q of this title) may not exceed 
for any student for each school year (or its equivalent) 
the sum of— 

‘‘(1) the cost of tuition for such year at such school, 
and 

‘‘(2) $2,500.’’ 
Subsec. (b)(2), (3). Pub. L. 103–43, § 2014(b)(2), redesig-

nated par. (3) as (2) and struck out former par. (2), 
which read as follows: ‘‘who, if pursuing a full-time 
course of study at the school leading to a degree of doc-
tor of medicine or doctor of osteopathy, is of excep-
tional financial need (as defined by regulations of the 
Secretary); and’’. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Pub. L. 105–392, title I, § 134(b)(2), Nov. 13, 1998, 112 
Stat. 3578, provided that: ‘‘The amendment made by 
paragraph (1) [amending this section] shall be effective 
with respect to actions pending on or after the date of 
enactment of this Act [Nov. 13, 1998].’’ 
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§ 292s. Medical schools and primary health care 

(a) Requirements for students 

(1) In general 

Subject to the provisions of this subsection, 
in the case of student loan funds established 
under section 292q of this title by schools of 
medicine or osteopathic medicine, each agree-
ment entered into under such section with 
such a school shall provide (in addition to the 
provisions required in subsection (b) of such 
section) that the school will make a loan from 
such fund to a student only if the student 
agrees— 

(A) to enter and complete a residency 
training program in primary health care not 
later than 4 years after the date on which 
the student graduates from such school; and 

(B) to practice in such care through the 
date on which the loan is repaid in full. 

(2) Inapplicability to certain students 

(A) The requirement established in para-
graph (1) regarding the student loan fund of a 
school does not apply to a student if— 

(i) the first loan to the student from such 
fund is made before July 1, 1993; or 

(ii) the loan is made from— 
(I) a Federal capital contribution under 

section 292q of this title that is made from 
amounts appropriated under section 
292t(f) 1 of this title (in this section re-
ferred to as an ‘‘exempt Federal capital 
contribution’’); or 

(II) a school contribution made under 
section 292q of this title pursuant to such 
a Federal capital contribution (in this sec-
tion referred to as an ‘‘exempt school con-
tribution’’). 

(B) A Federal capital contribution under sec-
tion 292q of this title may not be construed as 
being an exempt Federal capital contribution 
if the contribution was made from amounts 
appropriated before October 1, 1990. A school 
contribution under section 292q of this title 
may not be construed as being an exempt 
school contribution if the contribution was 
made pursuant to a Federal capital contribu-
tion under such section that was made from 
amounts appropriated before such date. 

(3) Noncompliance by student 

Each agreement entered into with a student 
pursuant to paragraph (1) shall provide that, if 
the student fails to comply with such agree-
ment, the loan involved will begin to accrue 
interest at a rate of 18 percent per year begin-
ning on the date of such noncompliance. 

(4) Waivers 

(A) With respect to the obligation of an indi-
vidual under an agreement made under para-
graph (1) as a student, the Secretary shall pro-
vide for the partial or total waiver or suspen-
sion of the obligation whenever compliance by 
the individual is impossible, or would involve 
extreme hardship to the individual, and if en-
forcement of the obligation with respect to 
the individual would be unconscionable. 

(B) For purposes of subparagraph (A), the ob-
ligation of an individual shall be waived if— 

(i) the status of the individual as a student 
of the school involved is terminated before 
graduation from the school, whether volun-
tarily or involuntarily; and 

(ii) the individual does not, after such ter-
mination, resume attendance at the school 
or begin attendance at any other school of 
medicine or osteopathic medicine. 

(C) If an individual resumes or begins at-
tendance for purposes of subparagraph (B), the 
obligation of the individual under the agree-
ment under paragraph (1) shall be considered 
to have been suspended for the period in which 
the individual was not in attendance. 

(D) This paragraph may not be construed as 
authorizing the waiver or suspension of the ob-
ligation of a student to repay, in accordance 
with section 292r of this title, loans from stu-
dent loan funds under section 292q of this title. 

(b) Requirements for schools 

(1) In general 

Subject to the provisions of this subsection, 
in the case of student loan funds established 
under section 292q of this title by schools of 
medicine or osteopathic medicine, each agree-
ment entered into under such section with 
such a school shall provide (in addition to the 
provisions required in subsection (b) of such 
section) that, for the 1-year period ending on 
June 30, 1997; 2 and for the 1-year period ending 
on June 30 of each subsequent fiscal year, the 
school will meet not less than 1 of the condi-
tions described in paragraph (2) with respect 
to graduates of the school whose date of grad-
uation from the school occurred approxi-
mately 4 years before the end of the 1-year pe-
riod involved. 

(2) Description of conditions 

With respect to graduates described in para-
graph (1) (in this paragraph referred to as 
‘‘designated graduates’’), the conditions re-
ferred to in such paragraph for a school for a 
1-year period are as follows: 

(A) Not less than 50 percent of designated 
graduates of the school meet the criterion of 
either being in a residency training program 
in primary health care, or being engaged in 
a practice in such care (having completed 
such a program). 

(B) Not less than 25 percent of the des-
ignated graduates of the school meet such 
criterion, and such percentage is not less 
than 5 percentage points above the percent-
age of such graduates meeting such criterion 
for the preceding 1-year period. 

(C) In the case of schools of medicine or os-
teopathic medicine with student loans funds 
under section 292q of this title, the school in-
volved is at or above the 75th percentile of 
such schools whose designated graduates 
meet such criterion. 

(3) Determinations by Secretary 

Not later than 90 days after the close of each 
1-year period described in paragraph (1), the 
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Secretary shall make a determination of 
whether the school involved has for such pe-
riod complied with such paragraph and shall 
in writing inform the school of the determina-
tion. Such determination shall be made only 
after consideration of the report submitted to 
the Secretary by the school under paragraph 
(6). 

(4) Noncompliance by school 

(A)(i) Subject to subparagraph (C), each 
agreement under section 292q of this title with 
a school of medicine or osteopathic medicine 
shall provide that, if the school fails to com-
ply with paragraph (1) for a 1-year period 
under such paragraph, the school— 

(I) will pay to the Secretary the amount 
applicable under subparagraph (B) for the 
period; and 

(II) will pay such amount not later than 90 
days after the school is informed under para-
graph (3) of the determination of the Sec-
retary regarding such period. 

(ii) Any amount that a school is required to 
pay under clause (i) may be paid from the stu-
dent loan fund of the school under section 292q 
of this title. 

(B) For purposes of subparagraph (A), the 
amount applicable for a school, subject to sub-
paragraph (C), is— 

(i) for the 1-year period ending June 30, 
1997, an amount equal to 10 percent of the in-
come received during such period by the stu-
dent loan fund of the school under section 
292q of this title; 

(ii) for the 1-year period ending June 30, 
1998, an amount equal to 20 percent of the in-
come received during such period by the stu-
dent loan fund; and 

(iii) for any subsequent 1-year period under 
paragraph (1), an amount equal to 30 percent 
of the income received during such period by 
the student loan fund. 

(C) In determining the amount of income 
that a student loan fund has received for pur-
poses of subparagraph (B), the Secretary shall 
exclude any income derived from exempt con-
tributions. Payments made to the Secretary 
under subparagraph (A) may not be made with 
such contributions or with income derived 
from such contributions. 

(5) Expenditure of payments 

(A) Amounts paid to the Secretary under 
paragraph (4) shall be expended to make Fed-
eral capital contributions to student loan 
funds under section 292q of this title of schools 
that are in compliance with paragraph (1). 

(B) A Federal capital contribution under sec-
tion 292q of this title may not be construed as 
being an exempt Federal capital contribution 
if the contribution is made from payments 
under subparagraph (A). A school contribution 
under such section may not be construed as 
being an exempt school contribution if the 
contribution is made pursuant to a Federal 
capital contribution from such payments. 

(6) Reports by schools 

Each agreement under section 292q of this 
title with a school of medicine or osteopathic 

medicine shall provide that the school will 
submit to the Secretary a report for each 1- 
year period under paragraph (1) that provides 
such information as the Secretary determines 
to be necessary for carrying out this sub-
section. Each such report shall include statis-
tics concerning the current training or prac-
tice status of all graduates of such school 
whose date of graduation from the school oc-
curred approximately 4 years before the end of 
the 1-year period involved. 

(c) Definitions 

For purposes of this section: 
(1) The term ‘‘exempt contributions’’ means 

exempt Federal capital contributions and ex-
empt school contributions. 

(2) The term ‘‘exempt Federal capital con-
tribution’’ means a Federal capital contribu-
tion described in subclause (I) of subsection 
(a)(2)(A)(ii) of this section. 

(3) The term ‘‘exempt school contribution’’ 
means a school contribution described in sub-
clause (II) of subsection (a)(2)(A)(ii) of this 
section. 

(4) The term ‘‘income’’, with respect to a 
student fund under section 292q of this title, 
means payments of principal and interest on 
any loan made from the fund, and any other 
earnings of the fund. 

(5) The term ‘‘primary health care’’ means 
family medicine, general internal medicine, 
general pediatrics, preventive medicine, or os-
teopathic general practice. 

(July 1, 1944, ch. 373, title VII, § 723, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2015; amended Pub. L. 103–43, title XX, 
§ 2014(c), June 10, 1993, 107 Stat. 216; Pub. L. 
105–392, title I, § 131, Nov. 13, 1998, 112 Stat. 3574.) 

REFERENCES IN TEXT 

Section 292t(f) of this title, referred to in subsec. 
(a)(2)(A)(ii)(I), contained provisions in par. (1) relating 
to appropriation of funds for Federal capital contribu-
tions to student loan funds, prior to repeal by Pub. L. 
105–392, title I, § 132(b), Nov. 13, 1998, 112 Stat. 3575, eff. 
Oct. 1, 2002. 

PRIOR PROVISIONS 

A prior section 723 of act July 1, 1944, was classified 
to section 293c of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (a)(3). Pub. L. 105–392, § 131(b), reenacted 
heading without change and amended text of par. (3) 
generally. Prior to amendment, text read as follows: 
‘‘Each agreement entered into with a student pursuant 
to paragraph (1) shall provide that, if the student fails 
to comply with the agreement— 

‘‘(A) the balance due on the loan involved will be 
immediately recomputed from the date of issuance at 
an interest rate of 12 percent per year, compounded 
annually; and 

‘‘(B) the recomputed balance will be paid not later 
than the expiration of the 3-year period beginning on 
the date on which the student fails to comply with 
the agreement.’’ 
Subsec. (b)(1). Pub. L. 105–392, § 131(a), substituted ‘‘4 

years before’’ for ‘‘3 years before’’. 
Subsecs. (c), (d). Pub. L. 105–392, § 131(c), redesignated 

subsec. (d) as (c) and struck out heading and text of 
subsec. (c). Text read as follows: ‘‘The Secretary shall 
each fiscal year submit to the Committee on Energy 
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and Commerce of the House of Representatives, and the 
Committee on Labor and Human Resources of the Sen-
ate, a report regarding the administration of this sec-
tion, including the extent of compliance with the re-
quirements of this section, during the preceding fiscal 
year.’’ 

1993—Subsec. (a)(4). Pub. L. 103–43, § 2014(c)(1), added 
par. (4). 

Subsec. (b)(1). Pub. L. 103–43, § 2014(c)(2)(A), sub-
stituted ‘‘1997;’’ for ‘‘1994,’’ and ‘‘3 years before’’ for ‘‘4 
years before’’. 

Subsec. (b)(2)(B). Pub. L. 103–43, § 2014(c)(2)(B), sub-
stituted ‘‘25 percent’’ for ‘‘15 percent’’. 

Subsec. (b)(4)(B). Pub. L. 103–43, § 2014(c)(2)(C), sub-
stituted ‘‘1997’’ for ‘‘1994’’ in cl. (i) and ‘‘1998’’ for ‘‘1995’’ 
in cl. (ii). 

§ 292t. Individuals from disadvantaged back-
grounds 

(a) Fund agreements regarding certain amounts 

With respect to amounts appropriated under 
subsection (f) of this section, each agreement 
entered into under section 292q of this title with 
a school shall provide (in addition to the provi-
sions required in subsection (b) of such section) 
that— 

(1) any Federal capital contribution made to 
the student loan fund of the school from such 
amounts, together with the school contribu-
tion appropriate under subsection (b)(2)(B) of 
such section to the amount of the Federal cap-
ital contribution, will be utilized only for the 
purpose of— 

(A) making loans to individuals from dis-
advantaged backgrounds; and 

(B) the costs of the collection of the loans 
and interest on the loans; and 

(2) collections of principal and interest on 
loans made pursuant to paragraph (1), and any 
other earnings of the student loan fund attrib-
utable to amounts that are in the fund pursu-
ant to such paragraph, will be utilized only for 
the purpose described in such paragraph. 

(b) Minimum qualifications for schools 

The Secretary may not make a Federal capital 
contribution for purposes of subsection (a) of 
this section for a fiscal year unless the health 
professions school involved— 

(1) is carrying out a program for recruiting 
and retaining students from disadvantaged 
backgrounds, including racial and ethnic mi-
norities; and 

(2) is carrying out a program for recruiting 
and retaining minority faculty. 

(c) Certain agreements regarding education of 
students; date certain for compliance 

The Secretary may not make a Federal capital 
contribution for purposes of subsection (a) of 
this section for a fiscal year unless the health 
professions school involved agrees— 

(1) to ensure that adequate instruction re-
garding minority health issues is provided for 
in the curricula of the school; 

(2) with respect to health clinics providing 
services to a significant number of individuals 
who are from disadvantaged backgrounds, in-
cluding members of minority groups, to enter 
into arrangements with 1 or more such clinics 
for the purpose of providing students of the 
school with experience in providing clinical 
services to such individuals; 

(3) with respect to public or nonprofit pri-
vate secondary educational institutions and 
undergraduate institutions of higher edu-
cation, to enter into arrangements with 1 or 
more such institutions for the purpose of car-
rying out programs regarding the educational 
preparation of disadvantaged students, includ-
ing minority students, to enter the health pro-
fessions and regarding the recruitment of such 
individuals into the health professions; 

(4) to establish a mentor program for assist-
ing disadvantaged students, including minor-
ity students, regarding the completion of the 
educational requirements for degrees from the 
school; 

(5) to be carrying out each of the activities 
specified in any of paragraphs (1) through (4) 
by not later than 1 year after the date on 
which the first Federal capital contribution is 
made to the school for purposes of subsection 
(a) of this section; and 

(6) to continue carrying out such activities, 
and the activities specified in paragraphs (1) 
and (2) of subsection (b) of this section, 
throughout the period during which the stu-
dent loan fund established pursuant to section 
292q(b) of this title is in operation. 

(d) Availability of other amounts 

With respect to Federal capital contributions 
to student loan funds under agreements under 
section 292q(b) of this title, any such contribu-
tions made before October 1, 1990, together with 
the school contributions appropriate under para-
graph (2)(B) of such section to the amount of the 
Federal capital contributions, may be utilized 
for the purpose of making loans to individuals 
from disadvantaged backgrounds, subject to sec-
tion 292s(a)(2)(B) of this title. 

(e) ‘‘Disadvantaged’’ defined 

For purposes of this section, the term ‘‘dis-
advantaged’’, with respect to an individual, 
shall be defined by the Secretary. 

(f) Authorization of appropriations 

(1) Repealed. Pub. L. 105–392, title I, § 132(b), 
Nov. 13, 1998, 112 Stat. 3575 

(2) Special consideration for certain schools 

In making Federal capital contributions to 
student loan funds for purposes of subsection 
(a) of this section, the Secretary shall give 
special consideration to health professions 
schools that have enrollments of under-
represented minorities above the national av-
erage for health professions schools. 

(July 1, 1944, ch. 373, title VII, § 724, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2018; amended Pub. L. 105–392, title I, § 132, 
Nov. 13, 1998, 112 Stat. 3575.) 

PRIOR PROVISIONS 

A prior section 724 of act July 1, 1944, was classified 
to section 293d of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (f)(1). Pub. L. 105–392, § 132(b), struck out 
heading and text of par. (1). Text read as follows: ‘‘With 
respect to making Federal capital contributions to stu-
dent loan funds for purposes of subsection (a) of this 
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section, there is authorized to be appropriated for such 
contributions $8,000,000 for each of the fiscal years 1998 
through 2002.’’ 

Pub. L. 105–392, § 132(a), substituted ‘‘$8,000,000 for 
each of the fiscal years 1998 through 2002’’ for 
‘‘$15,000,000 for fiscal year 1993’’. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Pub. L. 105–392, title I, § 132(b), Nov. 13, 1998, 112 Stat. 
3575, provided that the repeal of subsec. (f)(1) of this 
section is effective Oct. 1, 2002. 

§ 292u. Administrative provisions 

The Secretary may agree to modifications of 
agreements or loans made under this subpart, 
and may compromise, waive, or release any 
right, title, claim, or demand of the United 
States arising or acquired under this subpart. 

(July 1, 1944, ch. 373, title VII, § 725, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2019.) 

PRIOR PROVISIONS 

A prior section 725 of act July 1, 1944, was classified 
to section 293e of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

HEALTH PROFESSIONS EDUCATION FUND; AVAILABILITY 
OF FUND; DEPOSIT IN FUND OF: INTEREST PAYMENTS 
OR REPAYMENTS OF PRINCIPAL ON LOANS; TRANSFER 
OF EXCESS MONEYS TO GENERAL FUND OF THE 
TREASURY; AUTHORIZATION OF APPROPRIATIONS FOR 
PAYMENTS UNDER AGREEMENTS 

Section 406(b), (c) of Pub. L. 94–484 provided that: 
‘‘(b) The health professions education fund created 

within the Treasury by section 744(d)(1) of the Public 
Health Service Act (as in effect before the date of en-
actment of this Act) [former section 294d(d)(1) of this 
title] shall remain available to the Secretary of Health, 
Education, and Welfare [now Health and Human Serv-
ices] for the purpose of meeting his responsibilities re-
specting participations in obligations acquired under 
such section. The Secretary shall continue to deposit in 
such fund all amounts received by him as interest pay-
ments or repayments of principal on loans under such 
section 744 [former section 294d of this title]. If at any 
time the Secretary determines the moneys in the fund 
exceed the present and any reasonable prospective fu-
ture requirements of such fund, such excess may be 
transferred to the general fund of the Treasury. 

‘‘(c) There are authorized to be appropriated without 
fiscal year limitation such sums as may be necessary to 
enable the Secretary to make payments under agree-
ments entered into under section 744(b) [former section 
294d(b) of this title] of the Public Health Service Act 
before September 30, 1977.’’ 

§ 292v. Provision by schools of information to 
students 

(a) In general 

With respect to loans made by a school under 
this subpart after June 30, 1986, each school, in 
order to carry out the provisions of sections 292q 
and 292r of this title, shall, at any time such 
school makes such a loan to a student under this 
subpart, provide thorough and adequate loan in-
formation on loans made under this subpart to 
the student. The loan information required to be 
provided to the student by this subsection shall 
include— 

(1) the yearly and cumulative maximum 
amounts that may be borrowed by the student; 

(2) the terms under which repayment of the 
loan will begin; 

(3) the maximum number of years in which 
the loan must be repaid; 

(4) the interest rate that will be paid by the 
borrower and the minimum amount of the re-
quired monthly payment; 

(5) the amount of any other fees charged to 
the borrower by the lender; 

(6) any options the borrower may have for 
deferral, cancellation, prepayment, consolida-
tion, or other refinancing of the loan; 

(7) a definition of default on the loan and a 
specification of the consequences which will 
result to the borrower if the borrower defaults, 
including a description of any arrangements 
which may be made with credit bureau organi-
zations; 

(8) to the extent practicable, the effect of ac-
cepting the loan on the eligibility of the bor-
rower for other forms of student assistance; 
and 

(9) a description of the actions that may be 
taken by the Federal Government to collect 
the loan, including a description of the type of 
information concerning the borrower that the 
Federal Government may disclose to (A) offi-
cers, employees, or agents of the Department 
of Health and Human Services, (B) officers, 
employees, or agents of schools with which the 
Secretary has an agreement under this sub-
part, or (C) any other person involved in the 
collection of a loan under this subpart. 

(b) Statement regarding loan 

Each school shall, immediately prior to the 
graduation from such school of a student who 
receives a loan under this subpart after June 30, 
1986, provide such student with a statement 
specifying— 

(1) each amount borrowed by the student 
under this subpart; 

(2) the total amount borrowed by the stu-
dent under this subpart; and 

(3) a schedule for the repayment of the 
amounts borrowed under this subpart, includ-
ing the number, amount, and frequency of pay-
ments to be made. 

(July 1, 1944, ch. 373, title VII, § 726, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2020.) 

PRIOR PROVISIONS 

A prior section 726 of act July 1, 1944, was classified 
to section 293f of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

Another prior section 726 of act July 1, 1944, was clas-
sified to section 293f of this title prior to repeal by Pub. 
L. 94–484. 

§ 292w. Procedures for appeal of termination of 
agreements 

In any case in which the Secretary intends to 
terminate an agreement with a school under 
this subpart, the Secretary shall provide the 
school with a written notice specifying such in-
tention and stating that the school may request 
a formal hearing with respect to such termi-
nation. If the school requests such a hearing 
within 30 days after the receipt of such notice, 
the Secretary shall provide such school with a 
hearing conducted by an administrative law 
judge. 
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(July 1, 1944, ch. 373, title VII, § 727, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2020.) 

PRIOR PROVISIONS 

A prior section 727 of act July 1, 1944, was classified 
to section 294 of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

Another prior section 727 of act July 1, 1944, was clas-
sified to section 293g of this title prior to renumbering 
by Pub. L. 94–484. 

§ 292x. Distribution of assets from loan funds 

(a) Distribution after termination of fund 

If a school terminates a loan fund established 
under an agreement pursuant to section 292q(b) 
of this title, or if the Secretary for good cause 
terminates the agreement with the school, there 
shall be a capital distribution as follows: 

(1) The Secretary shall first be paid an 
amount which bears the same ratio to such 
balance in such fund on the date of termi-
nation of the fund as the total amount of the 
Federal capital contributions to such fund by 
the Secretary pursuant to section 292q(b)(2)(A) 
of this title bears to the total amount in such 
fund derived from such Federal capital con-
tributions and from funds deposited therein 
pursuant to section 292q(b)(2)(B) of this title. 

(2) The remainder of such balance shall be 
paid to the school. 

(b) Payment of proportionate share to Secretary 

If a capital distribution is made under sub-
section (a) of this section, the school involved 
shall, after the capital distribution, pay to the 
Secretary, not less often than quarterly, the 
same proportionate share of amounts received 
by the school in payment of principal or interest 
on loans made from the loan fund established 
pursuant to section 292q(b) of this title as was 
determined by the Secretary under subsection 
(a) of this section. 

(July 1, 1944, ch. 373, title VII, § 728, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2021.) 

PRIOR PROVISIONS 

A prior section 728 of act July 1, 1944, was classified 
to section 294a of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

Another prior section 728 of act July 1, 1944, was clas-
sified to section 293h of this title prior to renumbering 
by Pub. L. 94–484. 

§ 292y. General provisions 

(a) Date certain for applications 

The Secretary shall from time to time set 
dates by which schools must file applications for 
Federal capital contributions. 

(b) Contingent reduction in allotments 

If the total of the amounts requested for any 
fiscal year in such applications exceeds the 
amounts appropriated under this section for 
that fiscal year, the allotment to the loan fund 
of each such school shall be reduced to which-
ever of the following is the smaller: (A) the 
amount requested in its application; or (B) an 
amount which bears the same ratio to the 
amounts appropriated as the number of students 

estimated by the Secretary to be enrolled in 
such school during such fiscal year bears to the 
estimated total number of students in all such 
schools during such year. Amounts remaining 
after allotment under the preceding sentence 
shall be reallotted in accordance with clause (B) 
of such sentence among schools whose applica-
tions requested more than the amounts so allot-
ted to their loan funds, but with such adjust-
ments as may be necessary to prevent the total 
allotted to any such school’s loan fund from ex-
ceeding the total so requested by it. 

(c) Allotment of excess funds 

Funds available in any fiscal year for payment 
to schools under this subpart which are in excess 
of the amount appropriated pursuant to this sec-
tion for that year shall be allotted among 
schools in such manner as the Secretary deter-
mines will best carry out the purposes of this 
subpart. 

(d) Payment of installments to schools 

Allotments to a loan fund of a school shall be 
paid to it from time to time in such install-
ments as the Secretary determines will not re-
sult in unnecessary accumulations in the loan 
fund at such school. 

(e) Disposition of funds returned to Secretary 

(1) Expenditure for Federal capital contribu-
tions 

Subject to section 292s(b)(5) of this title, any 
amounts from student loan funds under sec-
tion 292q of this title that are returned to the 
Secretary by health professions schools shall 
be expended to make Federal capital contribu-
tions to such funds. 

(2) Date certain for contributions 

Amounts described in paragraph (1) that are 
returned to the Secretary shall be obligated 
before the end of the succeeding fiscal year. 

(3) Preference in making contributions 

In making Federal capital contributions to 
student loans funds under section 292q of this 
title for a fiscal year from amounts described 
in paragraph (1), the Secretary shall give pref-
erence to health professions schools of the 
same disciplines as the health professions 
schools returning such amounts for the period 
during which the amounts expended for such 
contributions were received by the Secretary. 
Any such amounts that, prior to being so re-
turned, were available only for the purpose of 
loans under this subpart to individuals from 
disadvantaged backgrounds shall be available 
only for such purpose. 

(f) Funding for certain medical schools 

(1) Authorization of appropriations 

For the purpose of making Federal capital 
contributions to student loan funds estab-
lished under section 292q of this title by 
schools of medicine or osteopathic medicine, 
there is authorized to be appropriated 
$10,000,000 for each of the fiscal years 1994 
through 1996. 

(2) Minimum requirements 

(A) Subject to subparagraph (B), the Sec-
retary may make a Federal capital contribu-
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tion pursuant to paragraph (1) only if the 
school of medicine or osteopathic medicine in-
volved meets the conditions described in sub-
paragraph (A) of section 292s(b)(2) of this title 
or the conditions described in subparagraph 
(C) of such section. 

(B) For purposes of subparagraph (A), the 
conditions referred to in such subparagraph 
shall be applied with respect to graduates of 
the school involved whose date of graduation 
occurred approximately 3 years before June 30 
of the fiscal year preceding the fiscal year for 
which the Federal capital contribution in-
volved is made. 

(July 1, 1944, ch. 373, title VII, § 735, as added 
Pub. L. 102–408, title I, § 102, Oct. 13, 1992, 106 
Stat. 2021; amended Pub. L. 102–531, title III, 
§ 313(a)(1), Oct. 27, 1992, 106 Stat. 3507; Pub. L. 
103–43, title XX, § 2014(d), June 10, 1993, 107 Stat. 
217; Pub. L. 105–392, title I, § 134(c), Nov. 13, 1998, 
112 Stat. 3578.) 

PRIOR PROVISIONS 

A prior section 735 of act July 1, 1944, was classified 
to section 294h of this title prior to the general revision 
of this subchapter by Pub. L. 102–408. 

AMENDMENTS 

1998—Subsec. (e)(2). Pub. L. 105–392 reenacted heading 
without change and amended text of par. (2) generally. 
Prior to amendment, text read as follows: ‘‘Amounts 
described in paragraph (1) that are returned to the Sec-
retary before the fourth quarter of a fiscal year shall be 
obligated before the end of such fiscal year, and may 
not be obligated before the fourth quarter. For pur-
poses of the preceding sentence, amounts returned to 
the Secretary during the last quarter of a fiscal year 
are deemed to have been returned during the first three 
quarters of the succeeding fiscal year.’’ 

1993—Subsec. (f). Pub. L. 103–43 added subsec. (f). 
1992—Subsec. (b). Pub. L. 102–531 inserted designa-

tions for cls. (A) and (B) in first sentence. 

EFFECTIVE DATE OF 1992 AMENDMENT 

Section 313(c) of Pub. L. 102–531 provided that: ‘‘The 
amendments described in this section [amending this 
section and sections 293j, 293l, 294n, 295j, 295l, 295n, 295o, 
296k, and 298b–7 of this title, repealing section 297j of 
this title, redesignating subpart IV of part B of sub-
chapter VI of this chapter as subpart III, and amending 
provisions set out as a note under section 295k of this 
title] are made, and take effect, immediately after the 
enactment of the bill, H.R. 3508, of the One Hundred 
Second Congress [Pub. L. 102–408, approved Oct. 13, 
1992].’’ 

PART B—HEALTH PROFESSIONS TRAINING FOR 
DIVERSITY 

§ 293. Centers of excellence 

(a) In general 

The Secretary shall make grants to, and enter 
into contracts with, designated health profes-
sions schools described in subsection (c) of this 
section, and other public and nonprofit health or 
educational entities, for the purpose of assisting 
the schools in supporting programs of excellence 
in health professions education for under-rep-
resented minority individuals. 

(b) Required use of funds 

The Secretary may not make a grant under 
subsection (a) of this section unless the des-
ignated health professions school involved 

agrees, subject to subsection (c)(1)(C) of this sec-
tion, to expend the grant— 

(1) to develop a large competitive applicant 
pool through linkages with institutions of 
higher education, local school districts, and 
other community-based entities and establish 
an education pipeline for health professions 
careers; 

(2) to establish, strengthen, or expand pro-
grams to enhance the academic performance 
of under-represented minority students at-
tending the school; 

(3) to improve the capacity of such school to 
train, recruit, and retain under-represented 
minority faculty including the payment of 
such stipends and fellowships as the Secretary 
may determine appropriate; 

(4) to carry out activities to improve the in-
formation resources, clinical education, cur-
ricula and cultural competence of the grad-
uates of the school, as it relates to minority 
health issues; 

(5) to facilitate faculty and student research 
on health issues particularly affecting under- 
represented minority groups, including re-
search on issues relating to the delivery of 
health care; 

(6) to carry out a program to train students 
of the school in providing health services to a 
significant number of under-represented mi-
nority individuals through training provided 
to such students at community-based health 
facilities that— 

(A) provide such health services; and 
(B) are located at a site remote from the 

main site of the teaching facilities of the 
school; and 

(7) to provide stipends as the Secretary de-
termines appropriate, in amounts as the Sec-
retary determines appropriate. 

(c) Centers of excellence 

(1) Designated schools 

(A) In general 

The designated health professions schools 
referred to in subsection (a) of this section 
are such schools that meet each of the con-
ditions specified in subparagraphs (B) and 
(C), and that— 

(i) meet each of the conditions specified 
in paragraph (2)(A); 

(ii) meet each of the conditions specified 
in paragraph (3); 

(iii) meet each of the conditions speci-
fied in paragraph (4); or 

(iv) meet each of the conditions specified 
in paragraph (5). 

(B) General conditions 

The conditions specified in this subpara-
graph are that a designated health profes-
sions school— 

(i) has a significant number of under-rep-
resented minority individuals enrolled in 
the school, including individuals accepted 
for enrollment in the school; 

(ii) has been effective in assisting under- 
represented minority students of the 
school to complete the program of edu-
cation and receive the degree involved; 

(iii) has been effective in recruiting 
under-represented minority individuals to 
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