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School Policy Memorandum #39

Purpose

This memorandum addresses implementation of the HEAL loan consolidation
statutory provision, as amended by the Health Professions Education
Extension Amendments of 1992 (Public Law 102-408). The HEAL-to-HEAL loan
consolidation authority enables borrowers and lenders, by mutual
agreement, to consolidate all of the borrower’s HEAL loans intoc a single
instrument under the terms applicable to a HEAL loan made at the same
time as the consolidation. The purpose of HEAL-to-HEAL consolidation is
to assist the borrower in the repayment of these loans.

Borrowers may also consolidate HEAL loans with Title IV loans under
section 428C of the Higher Education Act of 1965, as amended. If Title
IV loans are involved, the HEAL loans will be paid off and all
administration of the reissued loans will be the responsibility of the
Department of Education (ED). Accordingly, gquestions regarding
consolidation of HEAL loans with Title IV loans should be directed to
ED.

Definitions
For purposes of this memorandum, "holder" refers to the entity that owns

the loan prior to consolidation. "Consolidation Lender" refers to the
entity that will hold the loan after consolidation.

Benefits of HEAL-to-HEAL Consolidation

HEAL-to-HEAL consolidation offers HEAL borrowers the following benefits:

1 B The consolidated loan is serviced by a single lender.
2. A single monthly payment can be made.
3. A consolidated HEAL lecan is a new loan, containing the same

statutory terms that are applicable to a regular HEAL loan
made at the same time. For example, if a borrower previously
had HEAL loans with differing deferment provisions, the
consolidated loan will provide uniform terms based on current
statutory provisions. These terms and conditions become
effective for the borrower as of the date that the
consolidation loan is made. Similarly, the lifetime of the
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consolidated loan is based on the date the new loan is made,
rather than on the dates of the original HEAL loans.

Eligible Lenders

To offer HEAL-to-HEAL loan consolidation, an institution must be an
approved HEAL lender or secondary market. An institution need not be a
prior HEAL lender, but must meet all criteria and operating procedures
to be a HEAL lender in order to be a HEAL consolidation lender. Any
current HEAL lender or secondary market must notify the HEAL Branch in
writing prior to initiating a HEAL loan consolidation program.
Institutions eligible to initiate HEAL-to-HEAL consolidated loans include
the following: (1) a current HEAL lender; (2) a financial or credit
institution (including a bank, savings and loan association, credit
union, or insurance company; (3) a pension fund approved by the
Secretary; (4) a single state agency of a State or a single nonprofit
private agency designated by a State and approved by the Secretary; (5)
public entities in the business of purchasing student loans; and (6) the
Student Loan Marketing Association.

A separate lender loan consolidation identification number (LID) will
not be assigned to a current lender. However, any new institution
approved as a HEAL consolidation lender will receive a lender
identification number.

Eligible Borrowers

Any HEAL borrower with two or more HEAL loans is eligible to request
loan consolidation, regardless of the total amount of the HEAL debt.
This includes borrowers who have previously applied for and received
Combined Payment Plans (CPP), as authorized by the Higher Education Act
of 1965, as amended (even if as a result of the CPP option, the borrower
has only one combined payment promissory note). This also includes
borrowers who are delinquent or in default on the repayment of one or
more of their HEAL loans, provided that they can find a lender who is
willing to consolidate the loans. However, in cases of delingquency or
default, the borrower must pay to the current holder any late fees or
collection costs that may be owed on the HEAL loan(s); these fees cannot
be made a part of the consolidated loan.

Borrower Selection of Lender

A borrower may choose any authorized HEAL loan consolidation lender that
agrees to consolidate his or her loans. The borrower does not have to
consolidate HEAL loans with the lender that holds his/her Title IV loans,
nor is the consolidation lender reguired to be currently holding any of
the borrower's HEAL loans.

If one lender will not consolidate, then the borrower may go to another
HEAL consolidation lender. However, a borrower may not apply to more
than one lender at a time, and may only apply to a second lender if the
application to the first lender has been denied or withdrawn.
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The Departnent will periodically issue lists of authorized
consolidation lenders to participating schools, |enders, and hol ders.

Tine Frane for Loan Consolidation

Consolidation of HEAL | oans shall only take place after graduation
or other separation from a HEAL school. All of the borrower's HEAL
| oans nust be consolidated at the sane tine into a single consolidation
| oan. Loan consolidation nust be nmutually agreed upon by the borrower and
t he | ender.

Consolidation Loan Application

Borrowers nust conplete a |oan consolidation application to receive
a HEAL consolidated | oan. Consolidation I|enders my require
borrowers to conplete the standard HEAL application, or may devel op
their own consolidation application. If the |ender uses the standard
HEAL application, the |lender nust instruct the borrower to | eave the
school portion blank and indicate in item #17: (1) That the
borrower is requesting HEAL-to-HEAL consolidation; and (2) the
borrower's graduation date, date he/she becane less than a full-tinme

student, or date he/she term nated studies at a HEAL school. The
| ender nmay also onit the use of items #34 through #37 of the HEAL
application. | f a | ender develops its own application, t he

application nmust at a minimum include the information requested on the
HEAL application for the student and |ender (excluding those itens
listed above) and include the Equal Credit Opportunity Act
Notice, Privacy Act Notification Statenment, Financial Privacy Act,
War ni ng St at ement , Fr aud St at ement , Borrower's rights and
responsibilities, and Lender certification of conpliance with all
HEAL statutes, regulations and contracts. The new consolidation
application nmust be subnmitted to the HEAL Branch for approval.

Lenders are to include with the loan application a "perni ssion"
certificate signed by the borrower that authorizes the consolidating
lender to obtain loan information from the current hol der(s) of the
borrower's | oans. The certificate will also include a certification
by the borrower that no consolidation loan application is pending
with another HEAL |ender. A sanple certificate is enclosed for your
consi derati on.

Verification that all HEAL-Ioans are included

Under HEAL-to-HEAL consolidation, the borrower is required to include in
the consolidated loan all existing HEAL |loans. To assure that the
bor r ower does not i nadvertently exclude any | oans on the
consolidation application, the consolidating |lender must confirm with
the HEAL Branch, before processing the consolidated |oan, that the
borrower has listed all his or her HEAL Iloans on the |oan
consol idation application. This confirmation nmust be done in witing (
by mail or by fax) or by tape-totape transm ssion. Lenders are to
provi de the HEAL Branch with nane and social security nunber (SSN) of the
borrower; the HEAL Branch will then provide all |oan data. The | ender
must certify to the HEAL Branch t hat



4

they have the appropriate authority from the borrowers to acquire
this informati on. The HEAL Branch will nake every effort to respond to
these requests within 10 days of receipt.

HEAL-t o- HEAL Consolidated Loan Prom ssory Note

For HEAL-to-HEAL consolidated | oans, the new | oan nust be docunented by a
single new HEAL consolidation | oan prom ssory note, which (1)
identifies the terns and provisions of the consolidation |oan, (2)
contains the borrower's nanme and social security nunber; and (3)

lists all HEAL | oans that are being consolidated into the note by
nane and address of holder, the original principal anpbunt of each
| oan, and current | oan anobunt. The current bal ance of t he

consol i dated HEAL | oan nust be accurate, except for variations that nmay
result from fluctuations in the HEAL interest rate. The final total
anount of the consolidated loan reflected on the pronissory note nay
not vary fromthe consolidated | oan anmount on the discl osure statement by
nmore than $2,000 or 5 percent, whichever is lower. Should a variance
occur over $2,000 or 5 percent, a new promssory note nust be devel oped
and signed by the borrower before the consolidation can be consunmat ed.

A copy of the HEAL consolidation prom ssory nhote to be used
for consolidated loans is provided with this policy nenmorandum |If a
| ender develops its own pronissory note, the promssory note nust at a
mninmum i nclude al | t he docunment ati on on t he new HEAL
consolidation | oan prom ssory note, and nmust be submtted to the
HEAL Branch for approval.

Consolidating lenders will not be required to obtain copies of the
original prom ssory notes or HEAL applications of the old HEAL
| oans being consolidated. The holder prior to consolidation is
required to retain information on the old HEAL | oans a mni numof 5 years
as required by Section 60.42(a)(3) of the HEAL regul ati ons.

Al consolidating |lenders nust use a disclosure statenent in conpliance
with Regulation Z that indicates that the consolidating |ender is paying
to the holder(s), on the borrower's behal f, all outstanding principal and
interest for HEAL | oans held by the holder(s). A copy of this disclosure
statenment nust be sent to the borrower.

Terns _of HEAL-to-HEAL Consol i dated lLoans

All ternms, conditions, and responsibilities associated with a new
HEAL loan apply to a HEAL-to-HEAL <consolidated [ oan. The

consol idated | oan should be treated |li ke a new HEAL | oan. The new
terms and conditions of the promi ssory note will apply. A borrower's
eligibility for forbearance and deferment wll be renewed if the
borrower nmeets applicable regulatory requirenments. Interest will accrue

at a rate that does not exceed the naxi nrum allowed by law (currently the
average of the bond equivalent rates reported for the 91-day Treasury
bills auctioned for the preceding calendar quarter plus 3 percent,
rounding that anount to the next higher one-eighth of 1 percent) ,
and may be conpounded no nore frequently than allowed by law (
currently annually).



Credit Worthiness

The HEAL regul atory requirenents regarding the determ nati on of
credit worthiness are not applicable to consolidated HEAL | oans,
since these | oans have al ready been insured and determ nation of
credit worthiness was nade when the origi nal HEAL | oans were insured

Ot her Consolidated Lender Responsibilities

A HEAL-to-HEAL consolidated loan will be guaranteed under the HEAL
programwi th no additional prem um paynment. A loan is consolidated by
payi ng, on the borrower's behalf, the proceeds (outstanding principal
and accrued interest), and issuing a new promn ssory note. The
borrower nmy not be charged an insurance premum or fee on a
consolidated loan. The multiple disbursement requirenents do not
apply to consolidated | oans.

It is a consolidating lender's responsibility to provide infornation
to the borrower concerning the advantages and di sadvantages of
| oan consolidation. This information, at a mninum nust address
forbearance and defernent issues, different graduated repaynent plans
offered by HEAL | enders (including incone contingent repaynent plans
based on debt-toincone ratios), sanple loan interest rates and
conpoundi ng frequenci es, and other new | oan provisions versus prior HEAL
| oan provi sions.

Each lender is to provide the HEAL Branch with copies of this "
st andar di zed" borrower infornmation for approval prior to
i mpl enenti ng the | oan consolidati on provisions.

Payoff Procedures

Once a holder is contacted by a HEAL consolidating |ender, on the
borrower's behal f as evidenced by proof of application or
verification certificate (enclosed), concerning the payoff amount of
the borrower's HEAL | oans, the holder nust provide the information
within 10 days of receipt of the docunent requesting |loan verification
and payoff anpbunts. The payoff amounts should be given for whatever
period of tinme (e.g., 45, 60, or 90 days hence) requested. The
hol der is to cease requesting regularly schedul ed paynments from the
borrower after the date the payoff anount is received.

If the payoff anpbunt represents an overpaynent, the holder nust
refund the difference to the consolidation | ender, who nust credit it
as a prepaynment toward the consolidated HEAL loan. |If the payoff
armount represents an underpaynent, the consolidating |ender nay
either include this anobunt as part of the consolidation |oan or
request that the borrower pay this anobunt to the previ ous hol der.



Records

The consolidating lender must maintain all records on consolidated loans
as required by section 60.42 of the HEAL regulations, as if they were
newly initiated HEAL loans. This will be the documentation necessary for
filing a claim should the borrower default, go into bankruptcy, die or
become totally or permanently disabled.

Reporting to the HEAL Branch

All reporting requirements of the HEAL program apply to HEAL
consolidating loans, with the exception of reporting applications and
disbursement data. These were reported on the original loans. HEAL
consolidating lenders are required to notify the HEAL Branch via the
HEAL Loan Transfer Statement (HRSA Form 507) within 30 days of the
consolidation transaction. If the consolidating lender is the sole
holder of all the borrower’s HEAL loans, a loan transfer statement
reflecting the loan consolidation transaction must be submitted to the
HEAL Branch. Separate loan transfer statements, identified by

pre-consolidation holder and borrower, must be completed if loans from
multiple holders (including the consolidation lender) were consolidated.

Actual Implementation of HEAL-to-HEAL Loan Consolidation

Although this policy memorandum establishes guidance for implementing
the HEAL-to-HEAL loan consolidation authority, it is expected that
consolidation lenders will need additional time to develop the systems
necessary to operate HEAL-to-HEAL consolidation. Accordingly, borrowers
may find that this option will not be available to them until early in
calendar year 1994. Schools are encouraged to check with the HEAL
lenders they deal with to determine when HEAL-to-HEAL consolidation will
actually be available.

Questions regarding operational aspects concerning HEAL consolidated
loans should be directed to the HEAL Branch on (301) 4

Sincerely,

|

Michael Heningburg
Director
Division of Student Asgistance

Enclosures:
Promissory Note
Permission Certificate
Verification Certificate



ENCLOSURE 1

NOTICE:

PROMISSORY NOTE--CONSOLIDATION LOAN (HRSA-500-3):
The attached form is in the process of being printed by the HEAL
program. This form mabf be ordered by lenders around the end of
September 1993. At that time you may order this form by
contacting the HEAL Branch at (301) 443-1540.




U.S. DEPARTMEN1 OF HEALTH AND HUMAN SERVICES
PUBLIC HEALTH SERVICE
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HEALTH RESOURCES AND SERVICES ADMINISTRATION

HEALTH EDUCATION ASSISTANCE LOAN PROGRAM
Promissory Note—Consolidation Loan

fine and imprisonment under Federal statute.

WARNING: Any person who knowingly makes a false statement or misrepresentation in a HEAL loan transaction, bribes or attempts to bribe
a Federal official, fraudulently obtains a HEAL loan, or commits any other illegal action in connection with a HEAL loan is subject to possible

Last Name (Print or type) First Name Middle Initial Social Security Account Number (SSN)
Other Name(s) Used

PERMANENT (HOME) ADDRESS City State Zip Code Area Code/Telephone Number
TEMPORARY ADDRESS (if applicable) City State Zip Code Area Code/Telephone Number

STUDENT LOAN INFORMATION: This Note represents a consolidation of all HEAL loans, s identified below:

Current Holder
(Name & Address)

Original Principal
Amount of Loan

Approximate
Current Balance

GRAND TOTAL (including any loans listed on Addendum Sheet) .........
NOTE: If additional lines are needed use addendum and attach to this promissory note.

PROMISE TO PAY

h the borrower, promise 1o pay to
Name of borrower

Name, City, and State of Consclidation Lender

the consolidation lender ~

or the subsequent holder of this Note, such loan amount as is advanced on my behalf, interast on the principal sum as set out below, and to pay authorized late charges,
all reasonable attorney's fees, and other costs and charges that are permitted by Federal regulations and are necessary for the collection of any amount not paid when
due. 1 understand that the amount of my loan will be based on the pay-off balances of loans consolidated as provided by the creditors of such loans and may exceed
the estimate of such pay-off balances due to fiuctuation of the Interest rate.

The Lender and | further understand and agree that:

NOTIFICATION

1| must immediataly notity the lender (in this Note, the lerm “lender" Includes a subsaquent
hoider of the Note) in writing if any of the following occurs to me before the ioan is repaid in
full: 1) change of address, 2) name change (9.9, maiden nama to married name), 3) fallure
to begin any activity eligible for dalermant status, or 4) cessation of participation In an activity
eligible for dalerment status.

INTEREST

1.aqmmmumuthm.mMm.wdmm
accruing bafore the beginning of the repayment period may be postponed until the date upon
which repayment of principal is required 1o begin or to resume. Interest which has accrued
and is not paid may be added fo the principal sum of this Note not more frequently than every
12 months. Beginning when the repay period Interest shall accrue and be
ﬂuwmmmmummwmmwmwmn
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PREPAYMENT

| may, at my option and without penalty, prepay all or any part of the principal and accrued
interest at any time.

REPAYMENT

T mmmummmwmwumwmm
the first day of the 1enth month after the month In which
(A) | coase 10 be & fulkime student al a HEAL school;
(B]ﬂ)lumtobcnpuﬂnlvulhmm-ﬂtdkm“amﬁmmmdm
more than four years in duration, or
(2) | complete the fourth year of an accredited internship of residency program of more
than four years in duration; or
(C) | cense 10 be a participant in a fellowship training program not in excess of two ysars
or a participant in a fulltime educational activity not in excess of two years which: (1)
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ENCLOSURE 9

NOTICE:

LENDER VERIFICATION CERTIFICATE: The attached lender
verification certificate is a " suggested form", approved by the HEAL
Branch. If you develop your own form, it must contain the
appropriate language and information-gathering material as in the
attached form.

Copies of this form are not available from the HEAL Branch,

because it is not a government form. However, if you wish to receivea "
camera-ready" copy of the " suggested form" in order to make your

own copies and insert lender specific identification data, contact the
HEAL Branch at (301) 443-1540.



LENDER VERIFICATION CERTIFICATION
Instructions To The Lender

The borrower identified on this verification certificate has requested the lender to combine eligible HEAL loans as authorized by the Health
fessions Education Extension Amendments of 1992 (Public Law 102-408).

As part of his/her application for the HEAL-to-HEAL Loan Consolidation the borrower (the "applicant” on this form) must have each HEAL
creditor complete a lender verification certificate. The verification certificate will be used to determine the payoff amount for each creditor

and to build a comrect and complete record of the borrower’s current HEAL loan obligations. If any significant discrepancies appear, please
contact the consolidation lender immediately.

After receiving the verification certificate and the documents required from the applicant, the consolidation lender will pay off the borrower’s
indebtedness based on the information provided on the certificate. If payoff amount represents an overpayment, the holder must refund the

difference to the consolidation lender. If the payoff amount represents an underpayment, the consolidating lender may either include this
amount as part of the consolidation loan or request that the borrower pay this amount to the previous holder.

Please verify all pre-printed information as provided by the applicant carefully and provide any missing data or any corrections to the
preprinted information in the shaded area.

1 Name of Consolidating Lender and HEAL approved Six-Digit Lender code.

2. Creditor or Creditor’s Servicing Agent: This information was provided by the applicant.

3. Name and Address Where Loan Payoff Should be Sent: Complete this section only if payments are sent to an address different from
the preprinted information on the left.

4. Borrower Information: Name, Address, Date of this Application, Social Security Number, and Telephone Numbers as supplied by
the applicant.

S, Insert Consolidating Lender Name in Text.

6. Loan Account Number: The number assigned by your institution to the applicant’s student loan(s). If the account number is the
same for all loans, account number need not be repeated.

y 2 Original Principal: The original principal amount of the loan.

8. Current Outstanding Balance: The principal amount now outstanding on the loan (include capitalized interest).

9, Interest Rate: The current interest used in the calculation of this loan. Include (V) for Variable Rate or (F) for Fixed Rate. T-Bill

Rate: Provide the percent added to the average bond equivalency for the 91-day U.S. Treasury Bill.

10. Date of Disbursement: The month, date, and year that the loan was made.

11. Delinquent by More Than 90 Days or in Default: If loan is more than 90 days delinquent or in default, place a (Y) in the appropriate
box.

12: Payoff Amounts: Provide the total amount due to creditor shown on this certificate for 30 days, 45 days, and 60 days from the date
of completion of this form. Payoff amounts are to be based on the present quarter's interest rate and T-Bill calculation. If a
projected total falls within the following quarter, you may be contacted regarding an adjusted payoff as a result of changes in the
quarterly interest rate. Also provide the sum total of all payoff amounts for all loans listed.

13. Payoff Amount and Date: The sum of the non-capitalized interest and principal totals and provide the date of anticipated payoff.
Per Diem: Enter the per diem amount used in completing the payoff amounts.

15. Lender Verification Certificate: Provide signature along with required information of authorizing official.

16. Retwrn Original Copy to Address Indicated.
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HEALTH EDUCATION ASSISTANCE LOAN PROGRAM
CONSOLIDATION LOAN

LENDER VERIFICATION CERTIFICATE
I NAME OF CONSOLIDATING LENDER LENDER CODE

Creditor or Servicing Agent: Name and Address Where Loan Payoff Should be Sent

(it not the same as identified on the lef)

Creditor Name:

Street Address:

City: State: Zip Code:

Contact Name:

Pr;ne- No.:
( )

Borrower Information: Application Date:

Social Security Number:

Telephone (Day): Telephone (Night):
( ) ( )

The borrower named above has applied to

, the
Consolidation Lender or acting as Lender agent, for consolidation of HEAL loans under Title VIl of the Public Health Service Act, as amended.

The purpose of this form is to obtain verification of the eligibility of the borrower's outstanding student loans selected for consolidation. In addition,

— . , as instructed by the borrower in writing, requests that payoff amounts be
Jplied for the Ioan{s) listed below. Please complete this form according to the specific instructions on the reverse, aign and return within 10 days of receipt.

TTACCOUNT L L LOAN T % | TORIGINAL - ) CURRENT - [ INTEREST. . | ‘DATEOF " | .80 DAYS. PAYOFF AMOUNTS
NUMBER ACCOUNT ! PRINCIPAL OUTSTANDING RATE PLUS DISBURSE OR MORE
NUMBER BALANCE %5 ABOVE T-HILL MENT DELING = ¥ 15 ! 60 DAY * 40 DAY *

W ;
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[[] Check here it accounts are In a deferred ar grace status Currentpayotts ____ asof __/ / _ okl sl oz

Date defermentends _ /  / _ per diem §

Date grace period ends ..._./__, /__




4. Tha tenns and conditions of repayment shall be set forth in a separate Repayment Sched-
wle which the lender shall establish and shall provide me prior to the beginning of the repay-
mant perod,

&, | understand that this loan mus! be repaid In accordance with my Repaymaent Schedule.
N my account decomes overdue by move than sixty days, the lender must notity an appropriate
consumar cradit reporting agency of this, which may significantly and adversely affect my credit
rating. The lender must also use collection agents and utilize other collection activities (includ-
ing ligation) if my sccount becomes overdue.

CREDIT REPORTING AGENCY

My educational Institution or my lender may disciose my loan, and any other relevant infor-
mation, to appropriale consumer credit reporting agencies. If | am more than sixty days past
due in making a scheduled payment, the lender of my loan will notify an appropriate consumer
credil reporting agency ol my pas! due status, and any other relevant information.

LATE CHARGE

H a scheduled payment is late, | will be charged five cents lor sach dollar of the instaliment
payment due.

DEFERMENT

1. Monthly instaliments of principal and interest need not be paid, but interest shall accrue:

(A) When | am carrying a fulltime course of study at a HEAL school or at an Institution of
higher education efigible to participate in the Federal Stafford Loan Program.

(B) When | am participating in a fellowship training program or full-time educational activity
for not in excess of two years as described in paragraph 1 under REPAYMENT above.

{C) Not in excess of three years for sach of the following when | am:

(1) 8 member of the Armed Forces of the United States;

(2) In service as a volunteer under the Peace Corps Act;

{3) In service as a fulktime volunteer under Title | of the Domestic Volunieer Sarvice
Act of 1973; and

(4) a momber of the National Health Service Corps;

(D) Not in excess of four years when | am a participant in an accredited internship or resk
dency program. Except that this limitation of four ysars also includes any period of defer-
ral of the onsal of the repayment period for participation in an internship or residency
program.

(E) Not in excess of one year, If | received the loan while enrolled in a achool of chiropractic
and | graduated from a school of chiropractic; and

(F) Not in axcess of three ysars, when | have completed an accredited intemnship or residency
training program In osteopathic general practice, lamily medicine, general inlemal medi-
cine, preventive medicine, or general pediatrics, and am practicing primary care.

2. To receive & deferment, including a defarral of the onsst of the repayment period (see
REPAYMENT), | must, prior to the onsel of the activity and annually thereafier, submit 1o the
lender avidence of my status in the deferment activity and evidence that verifies deferment
eligibility of the activity. It is my responsibility to provide the lender with all required information
or other information regarding the requested defermant.

DEATH/DISABILITY

It | die or become tolally and permanently disabled, my unpaid indebtedness on this Note
shall be cancelled In accordance with applicable Federal statute and regulations.

FORBEARANCE

I have the right 10 be granted lorbearance whanever | am temporarily unable 1o make sched-
vled payments on my HEAL loan and | continue lo repay the ioan in an amounl commensurate
with my ability to repay the loan unless Ihe Secrelary delermines thal my cefault is inovitable
and the forbearance will be ineffective in p ting default, A lender must exercise forbear-
ance in accordance with terms that are conalmm with the thirty-three year limitation on the
length of repayment if the lender and the borrower agree in wriling Lo the new terms. Each
forbearance period may not exceed six months and the lotal period of forbearance (with or without
interruption) granied to me must not exceed two years unless an extension is granted by the
Secretary.

DEFAULT

i | do nol make paymenis when due, my loan may be declared in default. If | default, the
Federal Governmem will take over my loan and | will then owe the Government. The Federal
Governmani will actively pursue me for repaymaeni of the debt, including the use of collection
wwmmmmymwmmmm«humm
Service lor purpose of g me or for i {ax refund offset, and referral 10 the Depan-
ment of Justice for litigation, lmyhoﬂnsubpcidmnmmtofmummm The Secre-
tary shall also cause 10 be reduced Federal reimb nis or payments for health services
under any Federal law to borrowers who are practicing their professions and have defaulted
on their loans, and may make other administrative offsets, including salary offsets for Federal

ployees. The G t may also report any writtan off debt 1o the Internal Revenue Serv-
ice as taxable income, and may undeniake any other debt collection procedures in accordance
with the Claims Collection Regulations (45 CFR Part 30).

1. In the event of my default on this loan, the entire unpaid loan including interest due and
accrued shall, at the oplion of the holder of this Note, become immediately due and payable.

2. 1 fall to make a scheduled payment, or fall to comply with any cther term of this Nole,
the lender may- (a) refer my loan 10 @ collection agent for further collection etforis; (b) initiate
legal proceedings against me; (c) refer my loan to the Secretary for collection assistance; and
(d) ebtain my address from the Inernal Revenue Bervice, through the Secretary, if the lender
has no current address for me.

3. I | fail to make a scheduled payment, or fail 1o comply with any other term of this Note,
any HEAL school or post-gradusie training program | have attended may assist in the coliec-
tion of my loan, including providing Information concerning me to the Secretary and to past
and present lenders and hnldmoimyHEM.Iom

4Ncmumulum I o Inlstrative limitation shall terminale the period
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BANKRUPTCY

| may not have my loan discharged In bankruptcy during the first seven years of the repay-
ment period, under any chapter of the B ptey Act, including Chapter 13. | may have a
HEAL loan discharged in bankruptcy after the first seven years of the repayment period, ex-
cluding any periods of forb and defe only upon a finding by the Bankrupicy Coun
that the non-discharge of such debt would be unconscionable and upon the condition that the
Secretary shall not have walved his of her rights to reduce any Federal reimburserments or Fed-
ol payments for health services under any Federal lew in amounts up 1o the balance of the loan.

BORROWER'S RIGHTS

1. The lender (holder) cannot change the terms of my HEAL loan without my consent.

2. The lender must provide me with a copy of the compleled promissory nole when the
loan s made. The lender (holder) must retum the nole 1o me when the loan Is paid in full.

3. The holder will advance funds on my behalf to all creditors who currently hold HEAL
loans named on this Note. The funds so advanced will be disbursed 1o the holder of the loans
designated above In order to pay off thesa loans on my behalf. | further understand that the
amount of this CONSOLIDATION LOAN will squal the sum of the smounts which my eredi-
tors veriy sre the pay-off balances on these loans. This smount may be more or less than
the estimated total balance indicated above, if verified total Salance on ioans to be con-
solideted exceeds the estimale by $2,000 or § percent, whichever is lower, the holder
will lssue @ new promissory note. If the amount the consolidating lender advances to my
holdar(s) exceeds the amount needed to pay off my balance(s), | understand that the holder
will refund the excess to the consolidating lender for application agains! the outsianding prin-
cipal balance of my consolidation loan, If the amount the consolidation lender advances to my
holder(s) is less than the amount needed o pay off my balance(s), | agree to either pay off
the remaining balance or to take such actions as the consolidation lender deems appropriate
1o authorize the consolidation lender 1o include the in an addendum to this
Note.

4, The lender (holdar) will provide me with a repayment schedule before the repayment
period bagins.

5. |t the loan is sold from one lender 1o another lender, or If the loan is serviced by a party
other than the lender, the holder must notity me within 30 days of the transaction and | must
be sent & notification which speils out my obligations 1o the new holder.

6. | have a right 1o a 8-month “grace period” belore repayment begins after | have com-
plaled school attendance, internship and residency in an accrediled program, or a fellowship
training program or full-time educational activity approved by the Secretary for this purpose.

7. | have a right 1o deferment of principal and interest repayments if certain conditions ex-
ist. Under deferment | am not required 10 make payments on the loan principal or interest for
a period of time. However, interest continues 1o accrue during any delerment period. To receive
a deferment, including a deferral of the onsat of the repayment period (See Section 80.11(a)
of the HEAL regulations.) | must, prior 1o the onset of the activity and annually thereatier, sub-
mit 1o the holder of the nole evidence of my status in the deferment activity and evidence that
verifies deforment eligibility of the activity. It is my responsibiity 10 provide the hoider with all
required informalion regarding the

8. | have a right to prepay the mﬂl or any portion af the loan at any time without a penalty,

8. If | contact the holder of my loan al least 30 but not more than 80 days before the com-
mencemant of my repayment period to establish the precise terms of repay i, | may select
a monthly repayment schedule with substantially equal instaliments, a monthly repayment sched-
ule with graduated instaliments thal increase in over the repay period, or & monthly
repayment schedule with payments that are based on my debt-to-income ratio during the first
5 yeoars of repayment.

10. My ioan obligation will be cancelled In the event of my death or parmanent and tolal
disability in accordance with applicable Federal statules and regulations.

11. “Forbearance means an extension of lime for making loan payments or the acceplance
of smaller payments than ware previously scheduled 1o mm me from defaulling on my pay-
meni obligations. | have the right to be granted forb | am temporarily unable
to make scheduled payments of my HEAL loan and | continue to repay the loan in an amount
commensurate with my ability 10 repay the loan unless the Secrelary determines that my default
Is inevitable and the forb will be ineffective In p ing default, A lender (holder) must
exercise forbearance with lerms that are consistent with the 33-year limitation on the length
of repayment if the lender (hoider) and the borrower agree.in writing to the new terms. Each
forbearance period may not sxceed 6 months and the tolal period of forbearance (with or without
Interruption) granied to me must nol exceed 2 years uniess an exiension is granted by the

12. The lender (holder) must notify ma in writing of the balance owed for principal, interest,
Insurance premiums, and any other charges of fees owed 1o the lender (holder), at leas! every
6 months from the lime my loan was disbursed 1o me.

13. The lender and |, by | nt, may
& single instrument m:mmwmmmm loan made at the same time as
the consolidation. The lender or loan holder should provide tull Information to me conceming
the advantages and disadvantages of loan consolidation.

BORROWER'S RESPONSIBILITIES

1. | understand that there ls no interest subsidy on a HEAL loan and that | must pay all
Interest on the loan. If | do not make payments on time or if | default, the total amount to be
repeid will be increased by late charges and may be increased by additional interest costs,
attorney's fees, court costs and other collection costs.

2. | must immediately nolify the lender (hoider) in writing i any of the following necul!lu
me before the loan is repaid In full: . change of address, b. name change (e.g., maiden name
1o married name), ¢. failure to begin any activity eligible for defermant sialus, or d. cessation
of participation In mn activity eligible for deferment status,
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or to continue 1o receive a deferment of principal and interest payments.

4, To ve a del including & | of the onset of the repaymeni period (See
Bection 80.11(a) of the HEAL regulations.), | must, prior 10 the onset of the activity and annu-
ally thereafier, submit 10 the holder of the note evidence of my status in the deferment activity
and evidence thal verifies defermant eligibility of the activity. It Is my responsibility 1o provide
the holder with all reguired information or other information regarding the requested deferment.

8. | undersiand thal this loan must be repaid in with my 1 schedul

lidate all of my HEAL notes inlo ~
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6. It 1 do not make payments when due, my loan may be declared in default. f |
default, the Federal Government will take over my loan and | will then owe the Goverment. The Fed-
eral Government will actively pursue me for repayment of the debt, including the use of collection
agents and' reporting my default to consumer credit reporting agencies or the Internal
Revenue Service for purpose of locating me or for income tax refund offset, and referral
to the Department of Justice for litigation. | may be the subject of court action, to force me to pay. The
Secretary shall also cause to be reduced Federal reimbursements or payments for health services under
any Federal law to borrowers who are practicing their professions and have Jefaulted on
their bans, and may make other administrative offsets, including salary offsets for Federal
employees. The Government may also report any written off debt to the Internal

Revenue Service as taxable Income, and may undertake any other debt collection procedures In
accordance with the Claims Collection Regulations (45 CFR Part 30).

7. 1 do not have the right to have my loan discharged in bankruptcy during the first 7 years of the
repayment period. This prohibition against the discharge of a HEAL loan applies to
bankruptcy under any chapter of the Bankruptcy Act, including Chapter 13.1 may have a HEAL loan
discharged in bankruptcy after the first 7 years of the repayment period only, excluding
any periods of forbearance and deferment, upon a finding by the Bankruptcy Court that
the non-discharge of such debt would be unconscionable and upon the condition that the
Secretary shall not have waived his or her rights to reduce any Federal reimbursements or
Federal payments for health services under any Federal law In amounts up to the balance of the loan.

ACKNOWL. EDGEVENT

1 acknowledge that | have received, read and understand the provisions of this Note, as set forth on all the pages of this document. . GENERAL
The terms of this Note shall be construed according to the Law (42 U.S.C. 292-292p) and the Federal regulation (42 CFR Part 60) governing the administration of the Health Education

Assistance Loan (HEAL) Program, copies of which are on file with the holder of this Note.

| an_ms thst alt nrnceeas frpm tkiq I'--n -11!

-'tI- to Inay sxisann HS" By my signature below | CERTIF? that | have (1) graduated or terminated studies at a HEAL school and all my HEAL loans are listed and (2) no

consolidation loan application pending with another lender. | CERTIFY that the above Information is true and correct and | have read and understand my rights and responsibilities regarding the HEAL

Loan under this Promissory Note.

SIGNATURE OF BORROWER

ADDRESS

DATE

SIGNATURE OF ENDORSER (if any)

ADDRESS

DATE

NOTICE: If the borrower is a minor and this Note would not, under applicable State law, create a binding obligation, the lender may require an endorser
also to sign this Note. The lender shall supply a copy of this Note to the borrower.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
PUBLIC HEALTH SERVICE
HEALTH RESOURCES AND SERVICES ADMINISTRATION
HEALTH EDUCATION ASSISTANCE LOAN PROGRAM
Adderdum to
Promissory Note—Consolidation Loan

WARNING: Any person who knowingly makes a false statement or misrepresentation in a HEAL loan transaction, bribes or attempts to bribe
a Federal official, fraudulently obtains a HEAL loan, or commits any other illegal action in connection with a HEAL loan is subject to possible
fine and imprisonment under Federal statute.

Borrower's Name SSN

ADDITIONAL STUDENT LOAN INFORMATION. List all HEAL Ioans.

Current Holder Original Principal Approximate
(Name & Address) Ammount of Loan Current Balance




ENCLOSURE 3

NOTICE:

PERMISSION TO VERIEFY LOAN BALANCES. The attached
permission slip is a "suggested form" that must be attached to or
printed on each loan consolidation application. This form is not
available from the HEAL Branch.




PERMISSION TO VERIFY LOAN BALANCES

To Whom It May Concern: I hereby authorize you to release to the

(Consolidation Lender), for purposes of verifying
student loan information in order that I may consolidate my HEAL loans into a
consolidation loan, any information concerning my student loans that the
consolidation lender requests in connection with such loan consolidation. This
information is for the use of the lender in consolidating my student loans. A copy
of this authorization may be deemed to be an original.

By my signature below I also certify that I have (1) graduated or terminated studies
at a HEAL school and (2) no consolidation loan application is pending with another
lender.

Your prompt reply and cooperation will help to expedite my loan consolidation.
Thank you.

APPLICANT SIGNATURE DATE SOC.SEC.NO.
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