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To: School s and Lenders Participating in the Health
Prof essi ons and Nursing Student Assistance
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HEAL School Policy Menorandum S-1999-1
HEAL Lender Policy Menorandum L-1999-2
Canmpus- Based Policy Menorandum 1999-1

I nt roducti on

President Clinton signed Public Law (P.L.) 105-392, the Health
Prof essi ons Educati on Partnerships Act of 1998, on Novenber 13,
1998. This | aw anends the health professions and nursing student
assi stance prograns and in some cases noves them within Title
VIl and VIIIl of the Public Health Service (PHS) Act, to new
sections. The anmendnents made by P.L. 105-392 are outlined

bel ow.

President Clinton signed P.L. 105-244 on COctober 7, 1998. This
law, which primarily reauthorizes and anmends progranms under the
Hi gher Education Act, includes: (1) A provision which affects the
consol i dati on of |oans made under Title VIl and VIII of the PHS
Act; and (2) an amendrment to the Bankruptcy Act which affects

| oans made under Title VII and VIII of the PHS Act. These
anmendnents are al so expl ai ned bel ow.

Finally, this menorandum addresses a change in the need anal ysis
requi renments for health professions students for academ c year
1999-2000, to facilitate use of the Departnment of Education's

el ectronic application form This is explained bel ow

To facilitate the distribution of this nenorandum by el ectronic
mail, the table of contents below identifies the |ocation of
subject material within the menorandum using an outline formrather
than page nunbers. The nenorandumwi |l also be distributed in hard
copy, with page nunbers, to those entities that are not part of our
el ectronic mail |ist-serve. For canpus-based prograns, this is the
| ast policy nmenorandumthat will be nailed in hard copy to those
not on our list-serve. HEAL schools, l|lenders, and holders wll
continue to receive policy menmoranda in hard copy.

Tabl e of Contents

I. P.L. 105-392--The Health Professi ons Education

Part nershi ps Act of 1998
A Exceptional Financial Need (EFN) Schol arship and
Fi nanci al Assistance for Di sadvantaged Health
Pr of essi ons Students (FADHPS) Prograns



1. Program Authority Repeal ed
2. Service Requirenent for Existing Recipients
3. Funding for Existing Recipients
B. Schol arshi ps for Disadvantaged Students (SDS)
Program
Student Preferences
School Funding Priorities
New Di sci pli nes
School Eligibility Requirenents
Aut hori zation Level s
. Allocation of Funds
C. Nur si ng Student Loan (NSL) Program
1. Extended Repaynent for Cured Defaults
2. Increase in M ninmum Mont hly Paynent
3. Statute of Limtations
4. Extension of Authority to Use Revol ving
Funds
D. Heal t h Professions Student Loan (HPSL), Loans for
Di sadvant aged Students (LDS), and Prinmary Care
Loan (PCL) Prograns
1. Maxi mum Loan Anpunt
2 Length of Repaynent Period
3 Increase in M nimum Mont hly Paynent
4. Statute of Limtations
5 Ti m ng of New Federal Awards
E. Loans for Disadvantaged Students (LDS) Program
1. Authorization Levels
F. Primary Care Loan (PCL) Program
1. Measurenent of Conpliance with School
Requi rement s
2. Penalty for Failure to Conply with Service
Cbligation
3. Length of Repaynent for Service Defaulters
G Heal t h Education Assi stance Loan (HEAL) Program
1. Program Authority Not Extended
2. Defernent
3. Definition of Eligible Disciplines
4. Lender and Hol der Exceptional Performance
St andar ds
5. Bankruptcy Restrictions
6. Refinancing
H. Faculty Loan Repayment Program ( FLRP)
New Di sci pli nes
Amount of Loans Eligible for Repaynent
Faculty Eligibility
Determ nati on of Salary by School
5. Authorization Levels
Il. P.L. 105-244--Provisions Affecting Health Professions and
Nur si ng Loans
A Loan Consolidation
B. Amendrent to the Bankruptcy Act
I1l. Need Analysis Requirenents

Uk wNE

PwbdpE



I. P.L. 105-392--The Heal th Professions Education
Part nershi ps Act of 1998

A. Exceptional Financial Need (EFN) Schol arship and
Fi nanci al Assi stance for Di sadvantaged Heal th Professions
St udent s (FADHPS) Prograns

1. Authority Repealed: Repeals the authority for the EFN and
FADHPS programs (former Sections 736, 740(d)(2)(B), and 795

of the PHS Act). Since EFN and FADHPS funds for acadenic

year 1998-1999 were awarded to schools prior to enactnent of
P.L. 105-392, schools may continue to use these funds for the
EFN or FADHPS prograns for the remai nder of this acadenic

year. However, no funding will be available for these prograns
subsequent to academic year 1998-1999.

2. Service Requirenent for Existing EFN FADHPS Reci pi ents:
Clarifies that EFN and FADHPS primary care service agreements
remain in effect, in accordance with the terns of the agreenent,
until the service obligation has been fulfilled (Section 101(b)(2)

of P.L. 105-392). In other words, students who have agreed to
practice in primary care as a condition for receiving EFN or
FADHPS funding are still required to fulfill their primary care

service obligation.

3. Funding for Existing Recipients: Provides funding for existing
reci pients of EFN and FADHPS schol arshi ps who will continue to

be enrolled after acadenmi c year 1998-1999 as part of the
amendnents to the Schol arshi ps for Di sadvantaged Students

(SDS) program (new Section 737(b) of the PHS Act).

B. Schol arshi ps for Di sadvantaged Students (SDS) Program

Section 101(a) of P.L. 105-392 inserts new SDS authority at
Section 737 of the PHS Act, which makes the follow ng
amendnents to the SDS program

1. Student Preferences: Requires that schools nust give preference
to former EFN and FADHPS reci pi ents (new Section 737(b) of the
PHS Act). The Senate Report acconpanying P.L. 105-392 directs
the Departnent to use SDS funds to fund forner recipients of EFN
and FADHPS at | evels conparable to what they would have

received prior to phase out of these programs, before allocating
SDS funds for other purposes (Senate Report 105-220, p.20). This
provi si on assures that EFN and FADHPS recipients will continue

to have access to scholarship funding at | evels conparable to what
they woul d have received if the EFN and FADHPS prograns had

been continued, until they conplete their educational program

In inplenenting this provision, the Departnent will allocate SDS
funds for fornmer EFN and FADHPS reci pients, based on schoo
identification of the nunber of such students enrolled and the
total ampunt needed to provide an award anmount conparable to the
EFN or FADHPS award, before allocating SDS funds for other



students. Funding for former EFN and FADHPS recipients will

be awarded to schools without regard to the school eligibility
requi renents and funding priorities which will affect the awarding
of the remaining SDS funds.

2. School Funding Priorities: Requires that, in awarding funds to
eligible schools, the Secretary must give priority to schools based
on:

a. The proportion of graduating students going into primary
care;

b. The proportion of underrepresented mnority students; and
C. The proportion of graduates working in nedically

underserved comunities (new Section 737(c ) of the PHS Act).

The Senate Report acconpanying P.L. 105-392 directs that,

following the allocation of SDS funds for former EFN and

FADHPS recipients, the initial awarding of remai ning SDS funds

in each fiscal year be limted to schools that neet at |east one of
the three funding priorities. Schools which do not neet any of the
funding priorities should receive funds only if there is nmoney
remai ning after fully funding the needs of schools neeting one or
nore funding priorities. The report also directs that schools nust
provide the Secretary with whatever data is necessary to assess
whet her the funding priority has been net (Senate Report 105-220,
p.20). Guidance regardi ng how the Secretary will inplenent

these funding priorities will be provided at a | ater date.

3. New Disciplines: Requires that, in addition to those schools
and programs previously eligible for the SDS program eligible
school s and prograns now i ncl ude
a. A school of chiropractic;
b. A school offering a graduate programin behavi oral and
nmental health practice, which is defined by statute to
i ncl ude behavioral and nental health practice, clinica
psychol ogy, clinical social work, professional counseling,
and marriage and fam |y therapy;

C. An entity providing prograns for the training of
physi ci an assi stants;

d. A baccal aureate or graduate degree programin speech
pat hol ogy;

e. A baccal aureate or graduate degree programin audi ol ogy;
and

f. A baccal aureate or graduate degree programtraining

students to be registered dieticians (new Section 737(d) (1) (A
of the PHS Act and Senate Report 105-220, p.20).

4. School Eligibility Requirements: Requires that, to be eligible
for the SDS program a school must be carrying out a program for
recruiting and retaining students from di sadvant aged backgr ounds,
i ncluding students who are nenbers of racial and ethnic mnority
groups (new Section 737(d)(1)(B) of the PHS Act). The Senate
Report acconpanying P.L. 105-392 directs the Secretary to apply
appropriate standards in determ ning which schools have conplied
with the requirenent to be carrying out a programfor recruiting



and retaining students from di sadvant aged backgrounds, using

out cone- based nmeasures that provide an indication of the success
of the program The report further states that the existence of a
recruitnment and retention programfor students from

di sadvant aged backgrounds should not, in itself, result in the
eligibility of a school if the school is unable to denonstrate that
the program has achi eved success, based on the nunber and/or

per cent age of disadvantaged students who graduate fromthe

school (Senate Report 105-220, p.20). Oher previously existing
school requirenments for the SDS program-recruitnment and

retention of minority faculty, course work addressing mnority
heal th issues, linkages with clinics serving di sadvant aged
popul ati ons, |inkages with undergraduate institutions, and a
ment or program for di sadvantaged students--are repeal ed.

5. Authorization Levels: Authorizes $37 Mfor fiscal year 1998,
and such suns as necessary for each of fiscal years 1999 through
2002 (new Section 740(a) of the PHS Act). The level of funding
authorized for the SDS program for fiscal year 1998 represents an
i ncrease over previous years in an anount equal to the amount of
funds previously authorized for the EFN and FADHPS prograns.

Thus, although the EFN and FADHPS programs have been

repeal ed, the total ampunt of schol arship funds authorized under
Title VII of the PHS Act renmains conparable to previous |evels.

6. Allocation of Funds: Requires that, of the amobunt of SDS funds
appropriated in any fiscal year, not |ess than 16% nust be
distributed to schools of nursing (new Section 740(a) of the PHS
Act).

C. Nursing Student Loan (NSL) Program

1. Extended Repaynent for Cured Defaults: Provides that,
pursuant to uniformcriteria established by the Secretary, the
repaynent period for any student borrower who failed to nmake
consecutive paynments during the repayment period, and who has
made at | east 12 consecutive paynents during the |ast 12 nonths
of the repayment period, nmay be extended for a period not to
exceed 10 years (Section 836(b)(8) of the PHS Act). Schools may
use this authority to extend the repaynent period of any student
borrower who: (1) failed to make consecutive paynents at sone
poi nt during the repayment period; (2) has made at |east 12
consecutive paynments during the nost recent 12 nonths of the
repaynent period; and (3) needs additional time, beyond the
original 10 year repaynent period, to conplete repaynent of the
debt .

The Departnent intends that schools officials use their

prof essi onal judgnent to determ ne, on a case-by-case basis,
which eligible borrowers need an extended tine period to

conpl ete repaynent of their NSL debt, based on their particular
financial circunstances and needs. Although this provision
provides flexibility in determning the I ength of repaynent for
certain borrowers, school officials should be guided by the need



to collect NSL funds in a manner that nmaxim zes the anmpunt of

revol ving funds avail able annually for loaning to current students.
The Departnent cautions schools not to grant extended repaynent
peri ods except as needed to assure manageabl e repaynment and

avoi d default, since |longer repayment periods will reduce the
anount of |oan funds avail able annually for meking | oans to

current students. The Departnment does not plan to issue further
gui dance regarding the use of this authority unless schools

i ndi cate a need for such

2. Increase in Mninmm Mnthly Paynment: |ncreases the

m ni mum paynment for Nursing Student Loans from $15 to $40 per
month (Section 836(g) of the PHS Act). The increased m ni num
paynment anount applies to |oans nade on or after Novenber 13,
1998. Schools nmust revise their NSL prom ssory notes for |oans
made on or after Novenmber 13, 1998, to reflect this amendnent.

A revised promi ssory note reflecting this amendnent is avail able
on the Internet at

"http://ww. hrsa. dhhs. gov/ bhpr/dsa/ pr ondown. ht ni

3. Statute of Limtations: Revises the NSL statute to state that no
State or Federal statute of limtations applies to the collection
of Nursing Student Loans (new Section 836(1) of the PHS Act). This
provi sion assures that a school can pursue any | egal renedies
available to collect on a Nursing Student Loan, regardless of the
age of the debt, and applies to those | oans for which the statute
of Iimtations had not expired prior to Novenber 13, 1998.

4. Extension of Authority to Use Revol ving Funds: Provides that
NSL funds are allowed to revolve indefinitely through school | oan
funds. The tinme period during which the distribution of assets
must occur, previously established as no |ater than Decenber 31,
1999, is repealed (Section 839 of the PHS Act). This amendnent
all ows schools to maintain the use of their NSL revol ving | oan
funds for as long as they have a need, with no ending date in the
statute directing funds to be returned to the Departnent.

D. Health Professions Student Loan (HPSL), Loans for
Di sadvant aged Students (LDS), and Primary Care Loan
(PCL) Prograns

1. Maxi mum Loan Ampunt: Provides that |oans made on or after
Novenber 13, 1998, may be nade in anpunts that do not exceed

the cost of attendance (including tuition, other reasonable
educati onal expenses, and reasonable |iving expenses).

Previ ously, the maxi num | oan anmount was tuition plus $2,500.

In addition, the statute continues to provide that, in the case of
the third or fourth year of a student at a school of nedicine or
ost eopat hic nmedicine, the amount of the |oan nay be increased to
pay bal ances of higher cost |oans that were nade to the individua
for attendance at the school (Section 722(a)(1) and (2) of the PHS
Act) .

2. Length of Repaynent Period: Provides that | oans are repayabl e


http://www.hrsa.dhhs.gov/bhpr/dsa/promdown.htm

over a period of not less than 10 years nor nore than 25 years, at
the discretion of the institution (Section 722(c ) of the PHS Act).
The Senate Report acconpanying P.L. 105-392 directs that this
revision to the repaynent period be available for any borrowers
who have not yet conpl eted repaynment of their |oans (Senate

Report 105-220, p.27).

The Departnent intends that school officials use their professiona
judgment to deternmi ne which borrowers need an extended tine

period to repay their |oans, based on factors such as the anpunt of
the borrower's indebtedness and projected income. Although this
provi sion provides flexibility in determning the | ength of
repaynent, school officials should be guided by the need to coll ect
these funds in a manner that nmaxinmizes the anmount of revol ving
funds avail able annually for loaning to current students. The
Depart nent cautions schools not to grant extended repaynent

peri ods except as needed to assure nmamnageabl e repaynment and

avoi d default, since |longer repayment periods will reduce the
anount of |oan funds avail able annually for meking | oans to

current students. The Departnment does not plan to issue further
gui dance regarding the use of this authority unless schools

i ndi cate a need for such

School s al so should be aware that, for PCL borrowers, any
extension of the repaynent period beyond 10 years will extend
their service obligation as well, since the statute continues to
require that PCL borrowers practice in prinmary care until the PCL
loan is paid in full.

School s must revise their HPSL, LDS, and PCL proni ssory notes
for | oans made on or after November 13, 1998, to reflect this
anmendnent to the length of the repaynent period. A revised
prom ssory note is available on the Internet at

"http://ww. hrsa. dhhs. gov/ bhpr/dsa/ prondown. ht ni

3. Increase in MninmmMnthly Paynment: |ncreases the

m ni mum nont hly paynent from $15 to $40 per nonth (Section
722(j) of the PHS Act). The increased m ni num paynent anount
applies to | oans made on or after Novenmber 13, 1998. Schools
must revise their HPSL, LDS, and PCL prom ssory notes for |oans
made on or after Novenmber 13, 1998, to reflect this amendnent.
A revised promi ssory note is available on the Internet at
"http://ww. hrsa. dhhs. gov/ bhpr/dsa/ pr ondown. ht ni’

4. Statute of Limitations: Revises the HPSL, LDS, and PCL

statute to state that no State or Federal statute of limtations
applies to the collection of these |oans (new Section 722(m of the
PHS Act). This provision assures that a school can pursue any

| egal renedies available to collect on a HPSL, LDS, or PCL |oan
regardl ess of the age of the debt, and applies to those | oans for
which the statute of linmtations had not expired prior to Novenber
13, 1998.

5. Tim ng of Reawardi ng of Funds Returned to the Secretary:


http://www.hrsa.dhhs.gov/bhpr/dsa/promdown.htm
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Repeal s the requirenent that the Secretary must award funds in the
fourth quarter. This is replaced with a requirenent that funds
returned to the Secretary in any fiscal year must be obligated
before the end of the succeeding fiscal year (Section 735(e)(2) of
the PHS Act).

E. Loans for Disadvantaged Students (LDS) Program

1. Authorization Levels: Authorizes $8 Mfor each of fiscal years
1998 through 2002. (Section 724(f)(1) of the PHS Act). Although
P.L. 105-392 authorizes funding for fiscal years 1998, 1999, and
future years, the appropriations process did not provide new
funding for the LDS program for fiscal years 1998 or 1999. As a
result, schools nmust continue to rely on whatever revolving funds
are available (e.g., through collections, investnent inconme, etc.)
as their source of funding for maki ng new LDS | oans.

F. Primary Care Loan (PCL) Program

1. Measurenent of Conpliance with School Requirenents:

Requi res that Post-G aduate Year 4 (PGY-4) be used for

deternm ning the percentage of a school's graduates who are
practicing primary care (Section 723(b)(1) of the PHS Act). The
Senate Report acconpanying P.L. 105-392 directs that this be
effective for the reporting period beginning July 1, 1998 (Senate
Report 105-220, p.27).

Prior to this amendnment, the statute directed that Post-G aduate
Year 3 be used for determi ning the percentage of a school's
graduates who are practicing primary care. The use of PGY-4 data
will provide a nore accurate neasure of the percentage of a
school's graduates who are practicing primary care. The
Departnent will begin to use PGY-4 data for the reporting period
endi ng June 30, 1999. As part of the June 30, 1999 Annua
Operating Report, the Departnent will collect PGY-4 data as of
June 30, 1998 and as of June 30, 1999. The 1998 data will be
needed to deternine which schools conply with the schoo

requi renents by: (1) showing a 5 percentage point increase in their
graduates entering primary care from 1998 to 1999; and (2) having
at | east 25 percent of their graduates in primary care.

P.L. 105-392 did not anmend the PCL school penalty provisions.
Accordi ngly, school penalties for non-conpliance with PCL
school requirements will increase to 30 percent of PCL fund

i ncome based on the June 1999 data regarding the percentage of
PGY- 4 graduates entering prinmary care.

2. Penalty for Failure to Conmply with Prinmary Care Service

bl igation: Requires that, for PCL borrowers who fail to conply
with the primary care service requirenment, the PCL loan will begin
to accrue interest at a rate of 18 percent per year begi nning on
the date of such nonconpliance (Section 723(a)(3) of the PHS Act).
These revisions to the service defaulter penalties apply to any

| oans made on or after Novenber 13, 1998. Schools mnust revise



their PCL promi ssory notes for |oans nade on or after Novenber
13, 1998, to reflect this amendnment. A revised PCL prom ssory
note is available on the Internet at

"http://ww. hrsa. dhhs. gov/ bhpr/dsa/ pr ondown. ht nf'

3. Length of Repaynent for Service Defaulters: Repeals the

requi renent that service defaulters nust repay their PCL |oans in
3 years. PCL service defaulters now have the sanme ampunt of

time for repaynent as non-defaulters, which is 10 to 25 years, at
the discretion of the institution. This extended repaynent period
is avail able for any borrower who has not paid the loan in full
and is explained nore fully in this nmenorandumin section |I.D. 2.
"Length of Repaynent Period".

G Health Education Assistance Loan (HEAL) Program

1. Program Authority Not Extended: From Cctober 1, 1995, to
Sept enber 30, 1998, the HEAL programwas in a phase out status,
with loans available only to those students who had received one
or nore HEAL | oans prior to October 1, 1995. Effective October
1, 1998, there was no authority to nmake HEAL | oans to any
students, including previous borrowers. P.L. 105-392 did not
extend the authority for maki ng new HEAL | oans, but instead

mai ntai ned the HEAL program s phase out status. As a result, the
Departnent has no authority to nmake new HEAL | oans to current
students. Although new HEAL | oans are not avail able, the
Departnent is commtted to assuring proper nmanagenent of the

out st andi ng HEAL portfolio, worth $4 billion, which will not be
fully repaid until the year 2031

2. Defernment: Authorizes defernent for not in excess of three
years during which the borrower is providing health care services
to I ndians through any health programor facility funded in whole
or part by the Indian Health Service for the benefit of Indians
(Section 705(a)(2)(C) of the PHS Act). This provision applies to
any HEAL borrowers with outstanding | oan bal ances, for any

service provided on or after February 1, 1999. The Departnent is
updating defernment forms to reflect this as an eligible activity,
and will make these available prior to the February 1999 effective
date of this provision.

3. Definition of Eligible Disciplines: Anends the disciplines
eligible for HEAL | oans by changing clinical psychology to

"behavi oral and nental health practice, including clinica

psychol ogy" (Sections 703(a) and 719(1) of the PHS Act).

"Graduate programin behavioral health and nental health

practice" is defined to include behavioral health and nental health
practice, clinical psychology, clinical social work, professiona
counseling, and marriage and famly therapy. This amendnent

has no i npact for purposes of the HEAL program since there is

no authority to make new HEAL | oans.

4. Lender and Hol der Exceptional Performance Standards:
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a. Rei mbur senent Rates: Establishes exceptiona
performance standards for | enders and hol ders of HEAL

| oans, with 98 percent reinbursenent on eligible default
clainms for those | enders and hol ders which are not

desi gnated for exceptional performance, and 100 percent

rei mbursenent on eligible default clains for those | enders
and hol ders which are designated for exceptiona
performance (Section 707(a) of the PHS Act).

b. Desi gnati on Process: Provides the Secretary authority to
designate an eligible | ender, holder, or servicer with a
conpl i ance performance rating (as described bel ow) of 97
percent or nore for exceptional perfornmance.

C. Conpl i ance Performance Rating: Requires that the
conpl i ance performance rating be determ ned based on
conpliance with due diligence in the disbursenent,

servicing, and collection of |loans for each year for which
the determination is made. The rating shall be equal to the
percentage of all due diligence requirenents applicable to
each | oan, on average, as established by the Secretary, with
respect to |oans serviced during the period by the eligible
| ender, hol der, servicer

d. Annual Audits: Requires that annual financial and
conpliance audits nust be conducted on the HEAL | oan
portfolio of |enders, holders, and servicers desiring an
exceptional performance designation, by a qualified

i ndependent organi zation as identified by the Secretary.

St andards shall neasure conpliance with due diligence
standards and include a defined statistical sanpling
technique to nmeasure the performance rating of the eligible

| ender, hol der, or servicer. Audit shall be subnmitted to the
Secretary.

e. Quarterly Conpliance Audits: Requires quarterly
conpliance audits by a |lender, holder, or servicer to
maintain its status as an exceptional perforner. These
quarterly audits nust be subnmitted to the Secretary. The
Secretary has authority to revoke the designation as an
exceptional perforner if the Secretary has not received the
quarterly conpliance audit or if the audit indicates that the
| ender, hol der, or servicer has failed to neet the standards
for designation as an exceptional perforner. A |ender

hol der, or servicer may reapply for this designation

f. Docunment ati on: Provides that the Secretary may not
require exceptional perforners to subnmit greater
docunentation than that required for |enders, holder, or
servicers not designated as exceptional perforners.

g. Costs of Audits: Provides that the costs of audits
associated with these provisions will be paid by each
| ender, hol der, or servicer



h. Ef fective Date: Provides that this provision shall apply
with respect to default clainms submitted to the Secretary
for paynent on or after May 1, 1999.

5. Bankruptcy Restrictions: Elinminates the HEAL bankruptcy

| oophol e that allowed HEAL borrowers filing for bankruptcy a
second tinme to file without regard to the bankruptcy restrictions
set forth in the HEAL statute. |In other words, the anmended

| anguage «clarifies that the HEAL statutory provisions regarding
bankruptcy (which restrict the discharge of HEAL | oans to very
specific conditions) apply to any HEAL bankruptcy filing (Section
707(g) of the PHS Act). This amendnent applies to any HEAL | oan
t hat :

(1) Is listed or scheduled by the debtor in a bankruptcy case filed
on or after Novenber 13, 1998; or (2) was listed prior to

Novenber 13, 1998, but for which a discharge had not been

granted as of Novenber 13, 1998.

6. HEAL Refinancing: Allows HEAL borrowers with one | oan

to refinance one time (Section 706 of the PHS Act). This

provi sion extends eligibility for refinancing, on a one-tinme basis,
to borrowers who only took out one HEAL | oan and would like to
take advantage of the benefits available through refinancing, such
as the possibility of a lower interest rate.

H Faculty Loan Repaynent Program (FLRP)

1. New Disciplines: Requires that, in addition to those schools
and programs previously eligible for the FLRP program eligible
school s and prograns now i ncl ude
a. A school offering a graduate programin behavi oral and
nmental health practice, which is defined to include
behavioral health and nental health practice, clinica
psychol ogy, clinical social work, professional counseling,
and nmarriage and fam |y therapy;

b. A baccal aureate or graduate degree programin denta

hygi ene;

C. A baccal aureate or graduate degree programin nedical

| aborat ory technol ogy;

d. A baccal aureate or graduate degree programin

occupati onal therapy;

e. A baccal aureate or graduate degree programin physica

t her apy;

f. A baccal aureate or graduate degree programin radiol ogic
technol ogy;

g. A baccal aureate or graduate degree programin speech
pat hol ogy;

h. A baccal aureate or graduate degree program in audi ol ogy;
and

i A baccal aureate or graduate degree programin nedica
nutrition therapy

(new Section 738(a)(3) of the PHS Act and Senate Report 105-
220, p.21).



2. Amunt of Loans Eligible for Repaynent: Del etes forner
Section 738(a)(4) of the PHS Act which limted the amount of
repaynents to 20 percent of outstanding principal and interest.

3. Faculty Eligibility: Deletes the provision in fornmer Section
738(a) (5)(A) of the PHS Act which required that, to be eligible for
the FLRP program an individual could not have been a faculty
menber during the 18 nonths preceding the request for |oan
repaynent. 1In addition, the Senate Report acconpanying P.L.
105-392 instructs the Departnment to allow part-time faculty
menbers to participate in the FLRP program to encourage nore

di sadvant aged and underrepresented mnority health practitioners
who want to maintain a practice in the community to becone

i nvol ved as faculty menbers of health professions schools (Senate
Report 105-220, pp.20-21).

4. Deternmination of Salary by School: Adds a new paragraph (iii)
to existing Section 738(a)(5)(B) of the PHS Act, which is

redesi gnated as Section 738(a)(4)(B), requiring that the school, in
deternm ning the individual's conmpensation, will make the

determi nation without regard to the anopunt of paynents nmade to

the individual by the Federal Government under the FLRP

program

5. Authorization Levels: Authorizes $1.1 Mfor fiscal year 1998,
and such suns as necessary for each of fiscal years 1999 through
2002 (New Section 740(b) of the PHS Act).

Il. P.L. 105-244--Hi gher Education Act Provisions Affecting
Heal t h Professions and Nursing Loans

A. Loan Consolidation

It is our understanding that P.L. 105-244 anmended the Depart nent
of Education's (ED) | oan consolidation provisions to continue to
all ow HPSL, LDS, and NSL |oans to be included in an ED
consol i dated | oan, but to make the inclusion of these |oans
optional on the part of the Iender. An ED consolidation |ender is
no longer required to include a HPSL, LDS, or NSL | oan as part

of an ED consolidated | oan, but nmay do so if the | ender so
chooses.

B. Amendment to the Bankruptcy Act

P.L. 105-244 included an anmendnment to section 523(a)(8) of the
Bankruptcy Act which elimnates the automatic di schargeability
provi sion for educational |oans that have been in repaynent for
nore than 7 years. Under the new | aw, educational |oans funded
in whole or in part by a governnental unit are nondi schargeabl e,
regardl ess of how |l ong they have been in repaynment, unless the
debt or denonstrates undue hardship. This new provision applies
to | oans made under Title VIl and VIII of the PHS Act (HPSL,
LDS, PCL, NSL, HEAL), and applies to any bankruptcy case
conmmenced on or after COctober 7, 1998.



I1l. Need Analysis Requirenents for Health Professions
St udent s

For health professions students applying for aid for acadenic year
1999- 2000, the Department will allow health professions schools
participating in the Title VII canmpus based prograns (HPSL,

LDS, PCL, SDS) to conply with the requirenment to collect parent
financial information, for purposes of determ ning student need,

wi thout requiring a parent signature. This allowance is to
accomodat e the Departnent of Education's (ED) el ectronic
financial aid renewal application process, which generally does not
provide for the collection of a parent signature fromthese
students. Please note that parent information nust still be
collected in accordance with existing requirenents; the only
change is that a parent signature is not required. Also, schools
may still require a parent signature if they so choose; however
the Departnent is allowi ng schools to forego the parent signature
for academ c year 1999-2000 to facilitate the use of ED s

el ectronic renewal application process. The Departnent's policies
beyond academi ¢ year 1999-2000 will be determ ned next year, in
consultation with ED officials.

We hope this information is helpful in your managenent of the
heal th professions and nursing student assistance prograns.
Questions regarding this nmenorandum may be submitted by e-
mail to "dpolicy@rsa. dhhs. gov".

Bruce C. Baggett
Deputy Director
Di vi sion of Student Assistance


mailto:dpolicy@hrsa.dhhs.gov
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