§60.13

other information conflict with infor-
mation available to the lender or hold-
er. When those verification statements
or other information conflict with in-
formation available to the lender or
holder, to indicate that the applicant
fails to meet the requirements for
deferment, the lender or holder may
not approve the deferment until those
conflicts are resolved.

(2) For those activities described in
paragraphs (b)(1) or (b)(2) of this sec-
tion, the borrower may request that
the Secretary review a decision by the
lender or holder denying the deferment
by sending to the Secretary copies of
the application for deferment and the
lender’s or holder’s denial of the re-
quest. However, if information sub-
mitted to the lender or holder conflicts
with other information available to the
lender or holder, to indicate that the
borrower fails to meet the require-
ments for deferment, the borrower may
not request a review until such con-
flicts have been resolved. During the
review process, the lender or holder
must comply with any requests for in-
formation made by the Secretary. If
the Secretary determines that the fel-
lowship or educational activity is eligi-
ble for deferment and so notifies the
lender or holder, the lender or holder
must approve the deferment.

(Approved by the Office of Management and
Budget under control numbers 0915-0034 and
0915-0108)

[48 FR 38988, Aug. 26, 1983, as amended at 51
FR 30644, Aug. 28, 1986; 53 FR 6097, Feb. 29,
1988; 57 FR 28795, June 29, 1992]

§60.13 Interest.

(a) Rate. At the lender’s option, the
interest rate on the HEAL loan may be
calculated on a fixed rate or on a vari-
able rate basis. However, whichever
method is selected must continue over
the life of the loan, except where the
loan is consolidated with another
HEAL loan.

(1) For all loans made on or after Oc-
tober 22, 1985, for each calendar quar-
ter, the Secretary determines the max-
imum annual HEAL interest rate by
determining the average of the bond
equivalent rates reported for the 91-day
U.S. Treasury bills auctioned for the
preceding calendar quarter, adding 3
percentage points, and rounding that
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amount to the next higher one-eighth
of 1 percent.

(2) Interest that is calculated on a
fixed rate basis is determined for the
life of the loan during the calendar
quarter in which the loan is executed.
It may not exceed the rate determined
for that quarter by the Secretary under
paragraph (a)(1) of this section.

(3) Interest that is calculated on a
variable rate basis varies every cal-
endar quarter throughout the life of
the loan as the market price of U.S.
Treasury bills changes. For any quar-
ter it may not exceed the rate deter-
mined by the Secretary under para-
graph (a)(1) of this section.

(4) The Secretary announces the rate
determined under paragraph (a)(1) of
this section on a quarterly basis
through a notice published in the FED-
ERAL REGISTER.

(b) Compounding of interest. Interest
accrues from the date the loan is dis-
bursed until the loan is paid in full.
Unpaid accrued interest shall be com-
pounded not more frequently than
semiannually and added to principal.
However, a lender or holder may post-
pone the compounding of interest be-
fore the beginning of the repayment pe-
riod or during periods of deferment or
forbearance and add interest to prin-
cipal at the time repayment of prin-
cipal begins or resumes.

(c) Payment. Repayment of principal
and interest is due when the repayment
period begins. A lender or holder must
permit a borrower to postpone paying
interest before the beginning of the re-
payment period or during a period of
deferment or forbearance. In these
cases, payment of interest begins or re-
sumes on the date repayment of prin-
cipal begins or resumes.

(d) Usury laws. No provision of any
Federal or State law that limits the
rate or amount of interest payable on
loans shall apply to a HEAL loan.

[48 FR 38988, Aug. 26, 1983, as amended at 51
FR 30644, Aug. 28, 1986; 57 FR 28795, June 29,
1992]

§60.14 The insurance premium.

(a) General. (1) The Secretary insures
each lender or holder for the losses of
principal and interest it may incur in
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