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(2) The Secretary pays a special al-
lowance to an Authority at the rate
prescribed in paragraph (c)(1) of this
section on a loan described in para-
graph (c)(3)(i) of this section—

(i) After the loan is pledged or other-
wise transferred in consideration of
funds derived from sources other than
those described in paragraph (c)(3)(i) of
this section; and

(ii) If the authority retains a legal or
equitable interest in the loan—

(A) The prior tax-exempt obligation
is retired; or

(B) The prior tax-exempt obligation
is defeased by means of obligations
that the Authority certifies in writing
to the Secretary bear a yield that does
not exceed the yield permitted under
Internal Revenue Service regulations,
26 CFR 1.103–14, with regard to invest-
ments of proceeds of a tax-exempt re-
funding obligation.

(Authority: 20 U.S.C. 1077, 1078, 1078–1, 1078–2,
1078–3, 1082, 1087–1)

[57 FR 60323, Dec. 18, 1992, as amended at 59
FR 25746, May 17, 1994; 59 FR 33353, June 28,
1994; 59 FR 61428, Nov. 30, 1994; 64 FR 18978,
Apr. 16, 1999; 64 FR 58626, Oct. 29, 1999; 66 FR
34763, June 29, 2001]

§ 682.303 [Reserved]

§ 682.304 Methods for computing inter-
est benefits and special allowance.

(a) General. The Secretary pays a
lender interest benefits and special al-
lowance on eligible loans on a quar-
terly basis. These calendar quarters
end on March 31, June 30, September
30, and December 31 of each year. A
lender may use either the average daily
balance method or the actual accrual
method to determine the amount of in-
terest benefits payable on a lender’s
loans. A lender shall use the average
daily balance method to determine the
balance on which the Secretary com-
putes the amount of special allowance
payable on its loans.

(b) Average daily balance method for
interest benefits. (1) Under this method,
the lender adds the unpaid principal
balance outstanding on all loans quali-
fying for interest benefits at each ac-
tual interest rate for each day of the
quarter, divides the sum by the number
of days in the quarter, and rounds the
result to the nearest whole dollar. The

resulting figure is the average daily
balance for qualified loans outstanding
at each actual interest rate.

(2) The Secretary computes the inter-
est benefits due on all qualified loans
at each actual interest rate by multi-
plying the average daily balance there-
of by the actual interest rate, multi-
plying this result by the number of
days in the quarter, and then dividing
this result by the actual number of
days in the year.

(c) Actual accrual method for interest
benefits. (1) Under this method, the
lender computes the total unpaid prin-
cipal balance outstanding on all quali-
fied loans at each actual interest rate
on each day of the quarter, multiplies
this result by the actual interest rate,
and divides this result by the actual
number of days in the year, or, alter-
natively, 365.25 days. A lender who
chooses to divide by 365.25 days must
do so for four consecutive years.

(2) The interest benefits due for a
quarter equal the sum of the daily in-
terest benefits due, computed under
paragraph (c)(1) of this section, for
each day of the quarter.

(d) Average daily balance method for
special allowance. (1) To compute the
average daily balance outstanding for
purposes of special allowance, the lend-
er adds the unpaid principal balance
outstanding on all qualified loans at
each applicable interest rate for each
day of the quarter, divides this sum by
the number of days in the quarter, and
rounds the result to the nearest whole
dollar. The resulting figure is the aver-
age daily balance for the quarter for
qualifying loans at each applicable in-
terest rate.

(2) The Secretary computes the spe-
cial allowance payable to a lender
based upon the average daily balance
computed by the lender under para-
graph (d)(1) of this section.

(Authority: 20 U.S.C. 1082, 1087–1)

§ 682.305 Procedures for payment of
interest benefits and special allow-
ance and collection of origination
and loan fees.

(a) General. (1) If a lender owes origi-
nation fees or loan fees under para-
graph (a) of this section, it must sub-
mit quarterly reports to the Secretary
on a form provided or prescribed by the
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