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§ 291j-3. Applications and conditions

(a) Contents of applications

For each project for which a guarantee of a
loan to a nonprofit private agency or a direct
loan to a public agency is sought under this
part, there shall be submitted to the Secretary,
through the State agency designated in accord-
ance with section 291d of this title, an applica-
tion by such private nonprofit agency or by such
public agency. If two or more private nonprofit
agencies, or two or more public agencies, join in
the project, the application may be filed by one
or more such agencies. Such application shall (1)
set forth all of the descriptions, plans, specifica-
tions, assurances, and information which are re-
quired by the third sentence of section 291e(a) of
this title (other than clause (6) thereof) with re-
spect to applications submitted under that sec-
tion, (2) contain such other information as the
Secretary may require to carry out the purposes
of this part, and (3) include a certification by
the State agency of the total cost of the project
and the amount of the loan for which a guaran-
tee is sought under this part, or the amount of
the direct loan sought under this part, as the
case may be.

(b) Conditions for approval

The Secretary may approve such application
only if—

(1) there remains sufficient balance in the
allotment determined for such State pursuant
to section 291j-2 of this title to cover the
amount of the loan for which a guarantee is
sought, or the amount of the direct loan
sought (as the case may be), in such applica-
tion,

(2) he makes each of the findings which are
required by clauses (1) through (4) of section
291e(b) of this title for the approval of applica-
tions for projects thereunder (except that, in
the case of the finding required under such
clause (4) of entitlement of a project to a pri-
ority established under section 291c(a) of this
title; such finding shall be made without re-
gard to the provisions of clauses (1) and (3) of
such section),

(3) he finds that there is compliance with
section 291e(e) of this title,

(4) he obtains assurances that the applicant
will keep such records, and afford such access
thereto, and make such reports, in such form
and containing such information, as the Sec-
retary may reasonably require, and

(5) he also determines, in the case of a loan
for which a guarantee is sought, that the
terms, conditions, maturity, security (if any),
and schedule and amounts of repayments with
respect to the loan are sufficient to protect
the financial interests of the United States
and are otherwise reasonable and in accord
with regulations, including a determination
that the rate of interest does not exceed such
per centum per annum on the principal obliga-
tion outstanding as the Secretary determines
to be reasonable, taking into account the
range of interest rates prevailing in the pri-
vate market for similar loans and the risks as-
sumed by the United States.
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(c) Hearing

No application under this section shall be dis-
approved until the Secretary has afforded the
State agency an opportunity for a hearing.

(d) Amendment of approved applications

Amendment of an approved application shall
be subject to approval in the same manner as an
original application.

(e) Recovery rights; terms and conditions

(1) In the case of any loan to a nonprofit pri-
vate agency, the United States shall be entitled
to recover from the applicant the amount of any
payments made pursuant to any guarantee of
such loan under this part, unless the Secretary
for good cause waives its right of recovery, and,
upon making any such payment, the United
States shall be subrogated to all of the rights of
the recipient of the payments with respect to
which the guarantee was made.

(2) Guarantees of loans to nonprofit private
agencies under this part shall be subject to such
further terms and conditions as the Secretary
determines to be necessary to assure that the
purposes of this part will be achieved, and, to
the extent permitted by subsection (f) of this
section, any of such terms and conditions may
be modified by the Secretary to the extent he
determines it to be consistent with the financial
interest of the United States.

(f) Incontestable guarantee

Any guarantee of a loan to a nonprofit private
agency made by the Secretary pursuant to this
part shall be incontestable in the hands of an
applicant on whose behalf such guarantee is
made, and as to any person who makes or con-
tracts to make a loan to such applicant in reli-
ance thereon, except for fraud or misrepresenta-
tion on the part of such applicant or such other
person.

(July 1, 1944, ch. 373, title VI, §623, as added Pub.
L. 91-296, title II, §201, June 30, 1970, 84 Stat.
346.)

§291j-4. Payment of interest on guaranteed loans

(a) Subject to the provisions of subsection (b)
of this section, in the case of a guarantee of any
loan to a nonprofit private agency under this
part with respect to a hospital or other medical
facility, the Secretary shall pay, to the holder of
such loan and for and on behalf of such hospital
or other medical facility amounts sufficient to
reduce by 3 per centum per annum the net effec-
tive interest rate otherwise payable on such
loan. Each holder of a loan, to a nonprofit pri-
vate agency, which is guaranteed under this part
shall have a contractual right to receive from
the United States interest payments required by
the preceding sentence.

(b) Contracts to make the payments provided
for in this section shall not carry an aggregate
amount greater than such amount as may be
provided in appropriations Acts.

(July 1, 1944, ch. 373, title VI, §624, as added Pub.
L. 91-296, title II, §201, June 30, 1970, 84 Stat.
347.)
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§291j-5. Limitation on amounts of loans guaran-
teed or directly made

The cumulative total of the principal of the
loans outstanding at any time with respect to
which guarantees have been issued, or which
have been directly made, under this part may
not exceed the lesser of—

(1) such limitations as may be specified in
appropriations Acts, or
(2) in the case of loans covered by allotments

for the fiscal year ending June 30, 1971,

$500,000,000; for the fiscal year ending June 30,

1972, $1,000,000,000; and for each of the fiscal

years ending June 30, 1973, and June 30, 1974,

$1,500,000,000.

(July 1, 1944, ch. 373, title VI, §625, as added Pub.
L. 91-296, title II, §201, June 30, 1970, 84 Stat. 347;
amended Pub. L. 93-45, title I, §108(b)(2), June 18,
1973, 87 Stat. 93.)
AMENDMENTS
1973—Pub. L. 93-45 provided for a limitation of
$1,500,000,000 on amount of loans outstanding in the

case of loans covered by allotments for fiscal year end-
ing June 30, 1974.

§291j-6. Loan guarantee and loan fund

(a)(1) There is hereby established in the Treas-
ury a loan guarantee and loan fund (hereinafter
in this section referred to as the ‘‘fund’’) which
shall be available to the Secretary without fis-
cal year limitation, in such amounts as may be
specified from time to time in appropriations
Acts, (i) to enable him to discharge his respon-
sibilities under guarantees issued by him under
this part, (ii) for payment of interest on the
loans to nonprofit agencies which are guaran-
teed, (iii) for direct loans to public agencies
which are sold and guaranteed, (iv) for payment
of interest with respect to such loans, and (v) for
repurchase by him of direct loans to public
agencies which have been sold and guaranteed.
There are authorized to be appropriated to the
fund from time to time such amounts as may be
necessary to provide capital required for the
fund. To the extent authorized from time to
time in appropriation Acts, there shall be depos-
ited in the fund amounts received by the Sec-
retary as interest payments or repayments of
principal on loans and any other moneys, prop-
erty, or assets derived by him from his oper-
ations under this part, including any moneys de-
rived from the sale of assets.

(2) Of the moneys in the fund, there shall be
available to the Secretary for the purpose of
making of direct loans to public agencies only
such sums as shall have been appropriated for
such purpose pursuant to section 291j-7 of this
title or sums received by the Secretary from the
sale of such loans (in accordance with such sec-
tion) and authorized in appropriations Acts to
be used for such purpose.

(b) If at any time the moneys in the fund are
insufficient to enable the Secretary to discharge
his responsibilities under this part—

(i) to make payments of interest on loans to
nonprofit private agencies which he has guar-
anteed under this part;

(ii) to otherwise comply with guarantees
under this part of loans to nonprofit private
agencies;
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(iii) to make payments of interest subsidies
with respect to loans to public agencies which
he has made, sold, and guaranteed under this
part;

(iv) in the event of default by public agen-
cies to make payments of principal and inter-
est on loans which the Secretary has made,
sold, and guaranteed, under this part, to make
such payments to the purchaser of such loan;

(v) to repurchase loans to public agencies
which have been sold and guaranteed under
this part,

he is authorized to issue to the Secretary of the
Treasury notes or other obligations in such
forms and denominations, bearing such matu-
rities, and subject to such terms and conditions,
as may be prescribed by the Secretary with the
approval of the Secretary of the Treasury, but
only in such amounts as may be specified from
time to time in appropriations Acts. Such notes
or other obligations shall bear interest at a rate
determined by the Secretary of the Treasury,
taking into consideration the current average
market yield on outstanding marketable obliga-
tions of the United States of comparable matu-
rities during the month preceding the issuance
of the notes or other obligations. The Secretary
of the Treasury is authorized and directed to
purchase any notes and other obligations issued
hereunder and for that purpose he is authorized
to use as a public debt transaction the proceeds
from the sale of any securities issued under
chapter 31 of title 31, and the purposes for which
securities may be issued under that chapter, are
extended to include any purchase of such notes
and obligations. The Secretary of the Treasury
may at any time sell any of the notes or other
obligations acquired by him under this sub-
section. All redemptions, purchases, and sales
by the Secretary of the Treasury of such notes
or other obligations shall be treated as public
debt transactions of the United States. Sums
borrowed under this subsection shall be depos-
ited in the fund and redemption of such notes
and obligations shall be made by the Secretary
from such fund.

(July 1, 1944, ch. 373, title VI, §626, as added Pub.
L. 91-296, title II, §201, June 30, 1970, 84 Stat.
347.)

CODIFICATION

In subsec. (b), ‘‘chapter 31 of title 31"’ and ‘‘that chap-
ter” substituted for ‘‘the Second Liberty Bond Act, as
amended’’ and ‘‘that Act, as amended’’, respectively, on
authority of Pub. L. 97-258, §4(b), Sept. 13, 1982, 96 Stat.
1067, the first section of which enacted Title 31, Money
and Finance.

§291j-7. Loans to public facilities

(a) Interest rates; security; equitable geographi-
cal distribution

(1) Any loan made by the Secretary to a public
agency under this part for the modernization or
construction of a public hospital or other health
facility shall require such public agency to pay
interest thereon at a rate comparable to the
current rate of interest prevailing with respect
to loans, to nonprofit private agencies, which
are guaranteed under this part, for the mod-
ernization or construction of similar facilities in
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