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(b) A HEAL loan may be consolidated 
with any other loan only if: 

(1) The consolidation will not result 
in terms less favorable to the borrower 
than if no consolidation had occurred, 
and 

(2) The Federal Government does not, 
as a result of the consolidation, become 
liable for any payment of principal or 
interest for a Guaranteed Student 
Loan under the provisions of section 
439(o) of the Higher Education Act of 
1965. 

(Approved by the Office of Management and 
Budget under control number 0915–0108) 

[48 FR 38988, Aug. 26, 1983, as amended at 57 
FR 28795, June 29, 1992] 

§ 60.19 Forms. 
All HEAL forms are approved by the 

Secretary and may not be changed 
without prior approval by the Sec-
retary. HEAL forms shall not be signed 
in blank by a borrower, a school, a 
lender or holder, or an agent of any of 
these. The Secretary may prescribe 
who must complete the forms, and 
when and to whom the forms must be 
sent. All HEAL forms must contain a 
statement that any person who know-
ingly makes a false statement or mis-
representation in a HEAL loan trans-
action, bribes or attempts to bribe a 
Federal official, fraudulently obtains a 
HEAL loan, or commits any other ille-
gal action in connection with a HEAL 
loan is subject to possible fine and im-
prisonment under Federal statute. 

[52 FR 747, Jan. 8, 1987, as amended at 57 FR 
28795, June 29, 1992] 

§ 60.20 The Secretary’s collection ef-
forts after payment of a default 
claim. 

After paying a default claim on a 
HEAL loan, the Secretary attempts to 
collect from the borrower and any 
valid endorser in accordance with the 
Federal Claims Collection Standards (4 
CFR parts 101 through 105), the Office 
of Management and Budget Circular A– 
129, issued May 9, 1985, and the Depart-
ment’s Claims Collection Regulation 
(45 CFR part 30). The Secretary at-
tempts collection of all unpaid prin-
cipal, interest, penalties, administra-
tive costs, and other charges or fees, 
except in the following situations: 

(a) The borrower has a valid defense on 
the loan. The Secretary refrains from 
collection against the borrower or en-
dorser to the extent of any defense that 
the Secretary concludes is valid. Ex-
amples of a valid defense include expi-
ration of the statute of limitations and 
infancy. 

(b) A school owes the borrower a refund 
for the period covered by the loan. In this 
situation, the Secretary refrains from 
collection to the extent of the unpaid 
refund if the borrower assigns to the 
Secretary the right to receive the re-
fund. 

(c) The school or lender or holder is the 
subject of a lawsuit or Federal adminis-
trative proceeding. In this situation, if 
the Secretary determines that the pro-
ceeding involves allegations that, if 
proven, would provide the borrower 
with a full or partial defense on the 
loan, then the Secretary may suspend 
collection activity on all or part of a 
loan until the proceeding ends. The 
Secretary suspends collection activity 
only for so long as the proceeding is 
being energetically prosecuted in good 
faith and the allegations that relate to 
the borrower’s defense are reasonably 
likely to be proven. 

(d) The borrower dies or becomes totally 
and permanently disabled. In this situa-
tion, the Secretary terminates all col-
lection activity against the borrower. 
If the borrower dies or becomes totally 
and permanently disabled, the Sec-
retary also terminates all collection 
activity against any endorser. 

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

§ 60.21 Refunds. 
(a) Student authorization. By applying 

for a HEAL loan, a student authorizes 
a participating school to make pay-
ment of a refund that is allocable to a 
HEAL loan directly to the original 
lender (or to a subsequent holder of the 
loan note, if the school has knowledge 
of the holder’s identity). 

(b) Treatment by lenders or holders. (1) 
A holder of a HEAL loan must treat a 
refund payment received from a HEAL 
school as a downward adjustment in 
the principal amount of the loan. 

(2) When a lender receives a school 
refund check for a loan it no longer 
holds, the lender must transfer that 
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