Bureau of Health Professions

February 24, 1994

To: Schools, Lenders, and Hol ders Participating in Health
Prof essi ons Student Assistance Prograns

Subj ect: Revi sed Defernent Procedures and Forns; HEAL Extended
For bear ance
School Policy Menorandum S-94-7
Lender Policy Menorandum L-94-7
Canmpus- Based Prograns Policy Menorandum 22

| nt r oducti on

Thi s menorandum (1) Provides gui dance on inplenmenting revised
self-certification procedures for processing defernent
requests fromborrowers in internship or residency training;
(2) provi des copies of revised defernment fornms which

i ncorporate statutory and policy changes affecting defernent;
and (3)expl ains extended forbearance procedures which have
been devel oped to facilitate repaynent by delinquent HEAL
borrowers.

Def er nent Provi si ons

Changes to the HEAL and Canpus-Based Defernment Forns
(attached) have been made to reflect |egislative anendnents
made by Public Law 102-408, enacted October 13, 1992, and to
make the forns easier for the borrower to understand and
conplete. It is the Departnment’s intention to reduce the
nunber of technical defaults that occur because borrowers do
not properly conplete the defernment form

The revised defernment forns for both HEAL and the canpus-based
prograns allow borrowers in internship and residency prograns
to self-certify their eligibility for defernent; the signature
of an authorized programofficial (e.g., residency director)
is no |onger required. Adequate information is requested from
the borrower to allow schools and | enders to verify the
accuracy of the information at their discretion, as
appropriate. Schools and | enders may inplenment this revised
procedure i mediately. Oher defernent activities (e.qg.,
uni f ornmed services, Peace Corps, etc.)continue to require the
signature of an authorizing official of the school,



institution, agency or organization in which the borrower is
partici pating or enployed.

HEAL: The revised HEAL defernment formincludes the foll ow ng
recently-enacted defernent provisions, which are avail able for
HEAL | oans made on or after October 13, 1992:

(1) A primary care defernment for any borrower who has
conpl eted an approved internship or residency training
program i n osteopathic general practice, famly nedicine,
general internal medicine, preventive nedicine, or
general pediatrics and is practicing primary care (3-year
limt). Eligibility for the type of defernent is to be
self-certified by the HEAL borrower; and

(2) A 1-year defernment for graduates of a chiropractic
school. A graduate of a chiropractic school wll
automatically receive the 1-year chiropractic defernent
wi t hout submitting a defernent form provided that the
chiropractic school sends enroll ment changes and
graduation rosters to the lenders as required by section
60. 53 of the HEAL regul ations. The defernent formis to
be used by a borrower to request 1l-year chiropractic
defernment only if the | ender has not received enroll nent
changes fromthe school verifying the borrower’s
gr aduati on.

I n addition, the HEAL defernment form has been redesigned to
make it easier for the borrower to understand and accurately
conplete. The instructions are easier to read. A section has
been added to allow the borrower to include an address for the
| ender that is to receive the conplete form This should
facilitate getting the formto the proper place in a tinely
manner .

Canpus- based prograns: The revised defernent form for canpus-
based progranms includes a new section for Primary Care Loan
(PCL) borrowers and Exceptional Financial Need (EFN) and

Fi nanci al Assistance for Di sadvantaged Heal t h Prof essions
Students (FADHPS) recipients to indicate that they are
pursui ng internship/residency training in primary care.

HEAL Ext ended For bearance Provi si ons

In an effort to reduce defaults, the Departnent is authorizing
HEAL extended forbearance (e.g., nore than the normal 24
nmont hs of forbearance all owed w thout specific DHHS approval)



to borrowers in litigation who want to bring thensel ves
current, but are unable to cure their past delinquency.

Under this option, the | ender may recal culate the borrower’s
repaynent schedul e based on the outstandi ng bal ance of the

|l oan and tinme remaining in the repaynent period. The new
repaynment agreenent does not allow repaynent to be extended
beyond the original 25-year repaynent period. Repaynent nust
still be conpleted within the time period provided for in the
HEAL prom ssory note. The |ender may grant an extended
forbearance for the period of delinquency w thout requesting
approval from DHHS, using a single forbearance formregardl ess
of the length of the forbearance peri od.

To qualify for this option, the borrower nust sign (1) a

|l etter of agreenment (suggested agreenment is attached)
outlining the steps to secure the extended forbearance, (2) a
new f orbearance form and (3) a new repaynent
agreenment/schedule. The borrower nust also make a “good
faith” paynment covering late fees, litigation fees, court
costs, and other related collection costs, if any. The
necessary paperwork and required paynment should be conpl eted
and returned to the | ender/holder within 30 days or the
account will be returned to the appropriate phase of the
litigation process.



