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which is a full-time academic work-
load, as determined by the school, lead-
ing to a degree specified in section 
722(b) of the Act. 

Grace period means the period of 1 
year beginning on the date upon which 
a student ceases to be a full-time stu-
dent at a school of medicine, osteo-
pathic medicine, dentistry, pharmacy, 
podiatric medicine, optometry, or vet-
erinary medicine. 

Health professions school or school, for 
purposes of this subpart, means a pub-
lic or private nonprofit school of medi-
cine, school of dentistry, school of os-
teopathic medicine, school of phar-
macy, school of podiatric medicine, 
school of optometry, or school of vet-
erinary medicine as defined in section 
799(1)(A) of the Act. 

Health professions student loan means 
the amount of money advanced to a 
student by a school from a health pro-
fessions student loan fund under a 
properly executed promissory note. 

Institutional capital contribution 
means the money provided by a school, 
in an amount not less than one-ninth 
of the federal capital contribution, and 
deposited in a health professions stu-
dent loan fund. 

National of the United States means: 
(1) A citizen of the United States, or (2) 
a person who, though not a citizen of 
the United States, owes permanent al-
legiance to the United States, as de-
fined in the Immigration and Nation-
ality Act, at 8 U.S.C. section 
1101(a)(22). 

School year means the traditional ap-
proximately 9-month September to 
June annual session. For the purpose of 
computing school year equivalents for 
students who, during a 12-month pe-
riod, attend for a longer period than 
the traditional school year, the school 
year will be considered to be 9 months 
in length. 

Secretary means the Secretary of 
Health and Human Services and any 
other officer or employee of the De-
partment of Health and Human Serv-
ices to whom the authority involved 
has been delegated. 

State means, in addition to the sev-
eral States, the District of Columbia, 
the Commonwealth of Puerto Rico, the 
Commonwealth of the Northern Mar-
iana Islands, the Virgin Islands, Guam, 

American Samoa, the Republic of 
Palau, the Republic of the Marshall Is-
lands, and the Federated States of Mi-
cronesia. 

[44 FR 29055, May 18, 1979, as amended at 52 
FR 20987, June 3, 1987; 53 FR 46549, Nov. 17, 
1988; 56 FR 19293, Apr. 26, 1991; 56 FR 25446, 
June 4, 1991; 61 FR 6123, Feb. 16, 1996] 

§ 57.203 Application by school. 
(a) Each school seeking a Federal 

capital contribution must submit an 
application at the time and in the form 
and manner that the Secretary may re-
quire. The application must be signed 
by an individual authorized to act for 
the applicant and to assume on behalf 
of the applicant the obligations im-
posed by the statute, the regulations of 
this subpart, and the terms and condi-
tions of the award. 

(b) Each application will be reviewed 
to determine eligibility and the reason-
ableness of the amount of Federal sup-
port requested. The Secretary may re-
quire the applicant to submit addi-
tional data for this purpose. 

(c) An application will not be ap-
proved unless an agreement between 
the Secretary and the applicant school 
for a Federal capital contribution 
under section 721 of the Act is reached. 

[44 FR 29055, May 18, 1979, as amended at 49 
FR 38112, Sept. 27, 1984; 56 FR 19293, Apr. 26, 
1991; 57 FR 45734, Oct. 5, 1992; 61 FR 6123, Feb. 
16, 1996] 

§ 57.204 Payment of Federal capital 
contributions and reallocation of 
funds remitted to the Secretary. 

(a) Annual payment. The Secretary 
will make payments to each school 
with which he or she has entered into 
an agreement under the Act at a time 
determined by him or her. If the total 
of the amounts requested for any fiscal 
year by all schools for Federal capital 
contributions exceeds the amount of 
Federal funds determined by the Sec-
retary at the time of payment to be 
available for this purpose, the payment 
to each school will be reduced to 
whichever is smaller: 

(1) The amount requested in the ap-
plication, or 

(2) An amount which bears the same 
ratio to the total amount of Federal 
funds determined by the Secretary at 
the time of payment to be available for 
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that fiscal year for the Health Profes-
sions Student Loan Program as the 
number of full-time students estimated 
by the Secretary to be enrolled in that 
school bears to the estimated total 
number of full-time students in all par-
ticipating schools during that year. 
Amounts remaining after these pay-
ments are made will be distributed in 
accordance with this paragraph among 
schools whose applications requested 
more than the amount paid to them, 
but with whatever adjustments that 
may be necessary to prevent the total 
paid to any school from exceeding the 
total requested by it. 

(b) Method of payment. The payment 
of Federal capital contributions to a 
school will be paid in a manner that 
avoids unnecessary accumulations of 
money in any health professions stu-
dent loan fund. 

(c) Reallocation of funds remitted to the 
Secretary. All funds from a student loan 
fund established under this subpart 
which are remitted to the Secretary in 
any fiscal year shall be available for al-
lotment under this subpart, in the 
same fiscal year and the succeeding fis-
cal year, to schools which, during the 
period beginning on July 1, 1972, and 
ending on September 30, 1985, estab-
lished student loan funds with Federal 
capital contributions under this sub-
part. The Secretary will from time to 
time set dates by which the schools 
must file applications to receive a por-
tion of these funds. If the total of the 
amounts requested for any fiscal year 
by eligible schools exceeds the amount 
of funds determined by the Secretary 
at the time of payment to be available 
for this purpose, the payment to each 
school will be reduced to whichever is 
smaller: 

(1) The amount requested in the ap-
plication, or 

(2) An amount which bears the same 
ratio to the total amount of returned 
funds determined by the Secretary at 
the time of payment to be available for 
that fiscal year for the Health Profes-
sions Student Loan program as the 
number of full-time students estimated 
by the Secretary to be enrolled in that 
school bears to the estimated total 
number of full-time students in all eli-
gible schools during that year. 

Amounts remaining after these pay-
ments are made will be distributed in 
accordance with this paragraph among 
schools whose applications requested 
more than the amount paid to them, 
with whatever adjustments may be 
necessary to prevent the total paid to 
any school from exceeding the total re-
quested by it. 

[44 FR 29055, May 18, 1979, as amended at 53 
FR 46549, Nov. 17, 1988; 56 FR 19293, Apr. 26, 
1991] 

§ 57.205 Health professions student 
loan funds. 

(a) Funds established with Federal cap-
ital contributions. Any fund established 
by a school with Federal capital con-
tributions will be accounted for sepa-
rately from other funds, providing a 
clear audit trail for all transactions. 
At all times the fund must contain 
monies representing the institutional 
capital contribution. The school must 
at all times maintain all monies relat-
ing to the fund in one or more interest- 
bearing accounts or investment instru-
ments which meet OMB requirements 
established for Federal monies held by 
third parties. The school must place all 
earnings into the fund but may first 
deduct from total earnings any reason-
able and customary charges incurred 
through the use of an interest-bearing 
account. An institution shall exercise 
the level of care required of a fiduciary 
with regard to these deposits and in-
vestments, and shall be responsible for 
reimbursing the fund for any losses 
that occur due to the use of invest-
ments that are not federally insured. 

(1) The Federal capital contribution 
fund is to be used by the school only 
for: 

(i) Health professions student loans 
to full-time students; 

(ii) Capital distribution as provided 
in section 728 of the Act or as agreed to 
by the school and the Secretary; and 

(iii) Costs of litigation, costs associ-
ated with membership in credit bu-
reaus, and to the extent specifically ap-
proved by the Secretary, other collec-
tion costs that exceed the usual ex-
penses incurred in the collection of 
health professions student loans. 

(2) A school must review the balance 
in the fund on at least a semi-annual 
basis to determine whether the fund 
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