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the number of months beginning with 
the month following the month in 
which the loan proceeds are disbursed 
to the student borrower and ending 9 
full months after the month of the stu-
dent’s anticipated date of graduation. 
For loans disbursed on or after July 22, 
1986, the insurance premium shall be 
calculated as a one-time flat rate on 
the principal of the loan at the time of 
disbursement. 

(2) Non-student borrowers. For loans 
disbursed prior to July 22, 1986, the 
lender must calculate the insurance 
premium for nonstudent borrowers on 
the basis of the number of months be-
ginning with the month following the 
month in which the loan proceeds are 
disbursed to the borrower and ending 
at the conclusion of the month pre-
ceding the month in which repayment 
of principal is expected to begin or re-
sume on the borrower’s previous HEAL 
loans. For loans disbursed on or after 
July 22, 1986, the insurance premium 
shall be calculated as a one-time flat 
rate on the principal of the loan at the 
time of disbursement. 

(3) Multiple installments. In cases 
where the lender disburses the loan in 
multiple installments, the insurance 
premium is calculated for each dis-
bursement. 

[48 FR 38988, Aug. 26, 1983, as amended at 51 
FR 30644 Aug. 28, 1986; 52 FR 746, Jan. 8, 1987; 
56 FR 42700, Aug. 29, 1991; 57 FR 28795, June 
29, 1992] 

§ 60.15 Other charges to the borrower. 
(a) Late charges. If the borrower fails 

to pay all of a required installment 
payment or fails to provide written evi-
dence that verifies eligibility for the 
deferment of the payment within 30 
days after the payment’s due date, the 
lender or holder will require that the 
borrower pay a late charge. A late 
charge must be equal to 5 percent of 
the unpaid portion of the payment due. 

(b) Collection charges. The lender or 
holder may also require that the bor-
rower pay the holder of the note for 
reasonable costs incurred by the holder 
or its agent in collecting any install-
ment not paid when due. These costs 
may include attorney’s fees, court 
costs, telegrams, and long-distance 
phone calls. The holder may not charge 
the borrower for the normal costs asso-

ciated with preparing letters and mak-
ing personal and local telephone con-
tacts with the borrower. A service 
agency’s fee for normal servicing of a 
loan may not be passed on to the bor-
rower, either directly or indirectly. No 
charges, other than those authorized 
by this section, may be passed on to 
the borrower, either directly or indi-
rectly, without prior approval of the 
Secretary. 

(c) Other loan making costs. A lender 
may not pass on to the borrower any 
cost of making a HEAL loan other than 
the costs of the insurance premium. 

[48 FR 38988, Aug. 26, 1983, as amended at 52 
FR 747, Jan. 8, 1987; 57 FR 28795, June 29, 1992] 

§ 60.16 Power of attorney. 
Neither a lender nor a school may ob-

tain a borrower’s power of attorney or 
other authorization to endorse a dis-
bursement check on behalf of a bor-
rower. The borrower must personally 
endorse the check and may not author-
ize anyone else to endorse it on his or 
her behalf. 

§ 60.17 Security and endorsement. 
(a) A HEAL loan must be made with-

out security. 
(b) With one exception, it must also 

be made without endorsement. If a bor-
rower is a minor and cannot under 
State law create a legally binding obli-
gation by his or her own signature, a 
lender may require an endorsement by 
another person on the borrower’s 
HEAL note. For purposes of this para-
graph, an ‘‘endorsement’’ means a sig-
nature of anyone other than the bor-
rower who is to assume either primary 
or secondary liability on the note. 

§ 60.18 Consolidation of HEAL loans. 
HEAL loans may be consolidated as 

follows provided that the lender or 
holder must first inform the borrower 
of the effect of the consolidation on the 
interest rate and explain to the bor-
rower that he or she is not required to 
agree to the consolidation: 

(a) If a lender or holder holds two or 
more HEAL loans made to the same 
borrower, the lender or holder and the 
borrower may agree to consolidate the 
loans into a single HEAL loan obliga-
tion evidenced by one promissory note. 
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