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Act [42 U.S.C. 1395 et seq.] or to medical assist-
ance under a State plan approved under title
XIX of such Act [42 U.S.C. 1396 et seq.] may be
considered as a health maintenance organiza-
tion for purposes of receiving assistance under
this subchapter if—

(1) with respect to its members who are enti-
tled to such insurance benefits or to such med-
ical assistance it (A) provides health services
in accordance with section 300e(b) of this title,
except that (i) it does not furnish to those
members the health services (within the basic
health services) for which it may not be com-
pensated under such title XVIII [42 U.S.C. 1395
et seq.] or such State plan, and (ii) it does not
fix the basic or supplemental health services
payment for such members under a commu-
nity rating system, and (B) is organized and
operated in the manner prescribed by section
300e(c) of this title, except that it does not as-
sume full financial risk on a prospective basis
for the provision to such members of basic or
supplemental health services with respect to
which it is not required under such title XVIII
or such State plan to assume such financial
risk; and

(2) with respect to its other members it pro-
vides health services in accordance with sec-
tion 300e(b) of this title and is organized and
operated in the manner prescribed by section
300e(c) of this title.

An entity which provides health services to a
defined population on a prepaid basis and which
has members who are enrolled under the health
benefits program authorized by chapter 89 of
title 5, may be considered as a health mainte-
nance organization for purposes of receiving as-
sistance under this subchapter if with respect to
its other members it provides health services in
accordance with section 300e(b) of this title and
is organized and operated in the manner pre-
scribed by section 300e(c) of this title.

(July 1, 1944, ch. 373, title XIII, §1307, as added
Pub. L. 93-222, §2, Dec. 29, 1973, 87 Stat. 926;
amended Pub. L. 94-460, title I, §§109(b)(1), 112,
Oct. 8, 1976, 90 Stat. 1950, 1953; Pub. L. 97-35, title
IX, §943(d), Aug. 13, 1981, 95 Stat. 576; Pub. L.
99-660, title VIII, §803(a), (b)(2), Nov. 14, 1986, 100
Stat. 3799, 3800.)

REFERENCES IN TEXT

The Social Security Act, referred to in subsec. (d), is
act Aug. 14, 1935, ch. 531, 49 Stat. 620, as amended. Titles
XVIII and XIX of the Social Security Act are classified
generally to subchapters XVIII (§1395 et seq.) and XIX
(§1396 et seq.), respectively, of chapter 7 of this title.
For complete classification of this Act to the Code, see
section 1305 of this title and Tables.

AMENDMENTS

1986—Subsec. (a)(1). Pub. L. 99-660, §803(b)(2), sub-
stituted ‘‘loan or loan guarantee’ for ‘‘grant, contract,
loan, or loan guarantee’’, ‘‘proceeds of the loan’ for
“proceeds of the grant, contract, or loan’”, and ‘“with
which the loan was given” for ‘‘with which such assist-
ance was given’’.

Subsecs. (a)(2), (b). Pub. L. 99-660, §803(b)(2)(A), sub-
stituted ‘‘loan or loan guarantee’ for ‘‘grant, contract,
loan, or loan guarantee’’.

Subsec. (¢). Pub. L. 99-660, §803(a), struck out subsec.
(c) which read as follows: “If in any fiscal year the
funds appropriated under section 300e-8 of this title are
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insufficient to fund all applications approved under
this subchapter for that fiscal year, the Secretary
shall, after applying the applicable priorities under sec-
tions 300e-2 and 300e-3 of this title, give priority to the
funding of applications for projects which the Sec-
retary determines are the most likely to be economi-
cally viable.”

1981—Subsec. (e). Pub. L. 97-35 struck out subsec. (e)
which related to limitation on cumulative total of loan
guarantees in any fiscal year.

1976—Subsec. (d). Pub. L. 94-460, §112, inserted sen-
tence at end setting conditions upon which an entity
providing health services to a defined population on a
prepaid basis may be considered as a health mainte-
nance organization for purposes of receiving assistance
under this subchapter.

Subsec. (e). Pub. L. 94-460, §109(b)(1), inserted ‘‘for a
private health maintenance organization (other than a
private nonprofit health maintenance organization)”
after ‘“‘may be made’’, and ‘‘for private health mainte-
nance organizations (other than private nonprofit
health maintenance organizations)”’ after ‘‘guaran-
teed”.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-660 not applicable to any
grant made or contract entered into under this sub-
chapter before Oct. 1, 1985, see section 803(c) of Pub. L.
99-660, set out as a note under section 300e-5 of this
title.

Amendment by Pub. L. 99-660 effective Oct. 1, 1985,
see section 815(a) of Pub. L. 99-660, set out as an Effec-
tive and Termination Dates of 1986 Amendment note
under section 300e-1 of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94460 effective Oct. 8, 1976,
see section 118 of Pub. L. 94460, set out as a note under
section 300e of this title.

§300e-7. General provisions relating to loan
guarantees and loans

(a) Conditions

(1) The Secretary may not approve an applica-
tion for a loan guarantee under this subchapter
unless he determines that (A) the terms, condi-
tions, security (if any), and schedule and
amount of repayments with respect to the loan
are sufficient to protect the financial interests
of the United States and are otherwise reason-
able, including a determination that the rate of
interest does not exceed such per centum per
annum on the principal obligation outstanding
as the Secretary determines to be reasonable,
taking into account the range of interest rates
prevailing in the private market for loans with
similar maturities, terms, conditions, and secu-
rity and the risks assumed by the United States,
and (B) the loan would not be available on rea-
sonable terms and conditions without the guar-
antee under this subchapter.

(2)(A) The United States shall be entitled to
recover from the applicant for a loan guarantee
under this subchapter the amount of any pay-
ment made pursuant to such guarantee, unless
the Secretary for good cause waives such right
of recovery; and, upon making any such pay-
ment, 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.

(B) To the extent permitted by subparagraph
(C), any terms and conditions applicable to a
loan guarantee under this subchapter (including
terms and conditions imposed under subpara-
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graph (D)) may be modified by the Secretary to
the extent he determines it to be consistent
with the financial interest of the United States.

(C) Any loan guarantee made by the Secretary
under this subchapter shall be incontestable (i)
in the hands of an applicant on whose behalf
such guarantee is made unless the applicant en-
gaged in fraud or misrepresentation in securing
such guarantee, and (ii) as to any person (or his
successor in interest) who makes or contracts to
make a loan to such applicant in reliance there-
on unless such person (or his successor in inter-
est) engaged in fraud or misrepresentation in
making or contracting to make such loan.

(D) Guarantees of loans under this subchapter
shall be subject to such further terms and condi-
tions as the Secretary determines to be nec-
essary to assure that the purposes of this sub-
chapter will be achieved.

(b) Application requirements

(1) The Secretary may not approve an applica-
tion for a loan under this subchapter unless—

(A) the Secretary is reasonably satisfied
that the applicant therefor will be able to
make payments of principal and interest
thereon when due, and

(B) the applicant provides the Secretary
with reasonable assurances that there will be
available to it such additional funds as may be
necessary to complete the project or under-
taking with respect to which such loan is re-
quested.

(2) Any loan made under this subchapter shall
(A) have such security, (B) have such maturity
date, (C) be repayable in such installments, (D)
on the date the loan is made, bear interest at a
rate comparable to the rate of interest prevail-
ing on such date with respect to marketable ob-
ligations of the United States of comparable ma-
turities, adjusted to provide for appropriate ad-
ministrative charges, and (E) be subject to such
other terms and conditions (including provisions
for recovery in case of default) as the Secretary
determines to be necessary to carry out the pur-
poses of this subchapter while adequately pro-
tecting the financial interests of the United
States. On the date disbursements are made
under a loan after the initial disbursement
under the loan, the Secretary may change the
rate of interest on the amount of the loan dis-
bursed on that date to a rate which is com-
parable to the rate of interest prevailing on the
date the subsequent disbursement is made with
respect to marketable obligations of the United
States of comparable maturities, adjusted to
provide for appropriate administrative charges.

(3) The Secretary may, for good cause but with
due regard to the financial interests of the
United States, waive any right of recovery
which he has by reason of the failure of a bor-
rower to make payments of principal of and in-
terest on a loan made under this subchapter, ex-
cept that if such loan is sold and guaranteed,
any such waiver shall have no effect upon the
Secretary’s guarantee of timely payment of
principal and interest.

(c) Sale of loans

(1) The Secretary may from time to time, but
with due regard to the financial interests of the
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United States, sell loans made by him under this
subchapter.

(2) The Secretary may agree, prior to his sale
of any such loan, to guarantee to the purchaser
(and any successor in interest of the purchaser)
compliance by the borrower with the terms and
conditions of such loan. Any such agreement
shall contain such terms and conditions as the
Secretary considers necessary to protect the fi-
nancial interests of the United States or as
otherwise appropriate. Any such agreement may
(A) provide that the Secretary shall act as agent
of any such purchaser for the purpose of collect-
ing from the borrower to which such loan was
made and paying over to such purchaser, any
payments of principal and interest payable by
such organization under such loan; and (B) pro-
vide for the repurchase by the Secretary of any
such loan on such terms and conditions as may
be specified in the agreement. The full faith and
credit of the United States is pledged to the pay-
ment of all amounts which may be required to
be paid under any guarantee under this para-
graph.

(3) After any loan under this subchapter to a
public health maintenance organization has
been sold and guaranteed under this subsection,
interest paid on such loan which is received by
the purchaser thereof (or his successor in inter-
est) shall be included in the gross income of the
purchaser of the loan (or his successor in inter-
est) for the purpose of chapter 1 of title 26.

(4) Amounts received by the Secretary as pro-
ceeds from the sale of loans under this sub-
section shall be deposited in the loan fund estab-
lished under subsection (e).

(6) Any reference in this subchapter (other
than in this subsection and in subsection (d)) to
a loan guarantee under this subchapter does not
include a loan guarantee made under this sub-
section.

(d) Loan guarantee fund

(1) There is established in the Treasury a loan
guarantee fund (hereinafter in this subsection
referred to as the ‘‘fund’) which shall be avail-
able to the Secretary without fiscal year limita-
tion, in such amounts as may be specified from
time to time in appropriation Acts, to enable
him to discharge his responsibilities under loan
guarantees issued by him under this subchapter
and to take the action authorized by subsection
(f). There are authorized to be appropriated from
time to time such amounts as may be necessary
to provide the sums required for the fund. To the
extent authorized in appropriation Acts, there
shall also be deposited in the fund amounts re-
ceived by the Secretary in connection with loan
guarantees under this subchapter and other
property or assets derived by him from his oper-
ations respecting such loan guarantees, includ-
ing any money derived from the sale of assets.

(2) If at any time the sums in the funds are in-
sufficient to enable the Secretary to discharge
his responsibilities under guarantees issued by
him before October 1, 1986, under this subchapter
and to take the action authorized by subsection
(f), 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,
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as may be prescribed by the Secretary with the
approval of the Secretary of the Treasury. Such
notes or other obligations shall bear interest at
a rate determined by the Secretary of the Treas-
ury, taking into consideration the current aver-
age market yield on outstanding marketable ob-
ligations of the United States of comparable ma-
turities during the month preceding the issu-
ance of the notes or other obligations. The Sec-
retary of the Treasury shall purchase any notes
and other obligations issued under this para-
graph and for that purpose he may use as a pub-
lic debt transaction the proceeds from the sale
of any securities issued under chapter 31 of title
31, and the purposes for which the securities
may be issued under that chapter are extended
to include any purchase of such notes and obli-
gations. The Secretary of the Treasury may at
any time sell any of the notes or other obliga-
tions acquired by him under this paragraph. All
redemptions, purchases, and sales by the Sec-
retary of the Treasury of such notes or other ob-
ligations shall be treated as public debt trans-
actions of the United States. Sums borrowed
under this paragraph shall be deposited in the
fund and redemption of such notes and obliga-
tions shall be made by the Secretary from the
fund.

(e) Loan fund

There is established in the Treasury a loan
fund (hereinafter in this subsection referred to
as the ‘‘fund’) which shall be available to the
Secretary without fiscal year limitation, in such
amounts as may be specified from time to time
in appropriation Acts, to enable him to make
loans under this subchapter and to take the ac-
tion authorized by subsection (f). There shall
also be deposited in the fund amounts received
by the Secretary as interest payments and re-
payment of principal on loans made under this
subchapter and other property or assets derived
by him from his operations respecting such
loans, from the sale of loans under subsection (c¢)
of this section, or from the sale of assets.

(f) Actions to protect interest of United States in
event of default

The Secretary may take such action as he
deems appropriate to protect the interest of the
United States in the event of a default on a loan
made or guaranteed under this subchapter, in-
cluding taking possession of, holding, and using
real property pledged as security for such a loan
or loan guarantee.

(July 1, 1944, ch. 373, title XIII, §1308, as added
Pub. L. 93-222, §2, Dec. 29, 1973, 87 Stat. 927;
amended Pub. L. 94-460, title I, §109(b)(2), (c),
Oct. 8, 1976, 90 Stat. 1950; Pub. L. 95-559, §4(c),
Nov. 1, 1978, 92 Stat. 2132; Pub. L. 97-35, title IX,
§945, Aug. 13, 1981, 95 Stat. 577; Pub. L. 99-514, §2,
Oct. 22, 1986, 100 Stat. 2095; Pub. L. 99-660, title
VIII, §807, Nov. 14, 1986, 100 Stat. 3800.)

CODIFICATION

In subsec. (d)(2), ‘‘chapter 31 of title 31’ and ‘‘that
chapter” substituted for ‘‘the Second Liberty Bond
Act” and ‘‘that Act”, respectively, on authority of Pub.
L. 97-258, §4(b), Sept. 13, 1982, 96 Stat. 1067, the first sec-
tion of which enacted Title 31, Money and Finance.

AMENDMENTS

1986—Subsec. (¢)(3). Pub. L. 99-514 substituted ‘‘Inter-
nal Revenue Code of 1986 for ‘‘Internal Revenue Code
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of 1954, which for purposes of codification was trans-
lated as ‘‘title 26’ thus requiring no change in text.

Subsec. (d)(2). Pub. L. 99-660 inserted ‘‘before October
1, 1986, after ‘‘guarantees issued by him”’.

1981—Subsec. (b)(2). Pub. L. 97-35 inserted provisions
relating to changes in the rate of interest by the Sec-
retary, and in cl. (D) made changes in nomenclature.

1978—Subsec. (d). Pub. L. 95-559, §4(c)(2)(A), in pars.
(1) and (2) inserted ‘‘and to take the action authorized
by subsection (f)’ after ‘‘by him under this sub-
chapter”.

Subsec. (e). Pub. L. 95-559, §4(c)(2)(B), inserted ‘‘and
to take the action authorized by subsection (f)” after
‘‘loans under this subchapter’.

Subsec. (f). Pub. L. 95-559, §4(c)(1), added subsec. (f).

1976—Subsec. (a)(1)(A). Pub. L. 94-460, §109(c)(1), sub-
stituted ‘‘for loans with similar maturities, terms, con-
ditions, and security”’ for ‘‘for similar loans”.

Subsec. (b)(2)(D). Pub. L. 94-460, §109(c)(2), substituted
‘“marketable obligations of the United States of com-
parable maturities, adjusted to provide for appropriate
administrative charges’ for ‘‘loans guaranteed under
this subchapter’’.

Subsec. (¢)(5). Pub. L. 94-460, §109(b)(2), added par. (5).

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-660 effective Oct. 1, 1985,
see section 815(a) of Pub. L. 99-660, set out as an Effec-
tive and Termination Dates of 1986 Amendment note
under section 300e-1 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-559 effective only for fiscal
years beginning on or after October 1, 1978, see section
4(d) of Pub. L. 95-559, set out as a note under section
300e—4 of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94460 effective Oct. 8, 1976,
except that the amendment by section 109(c) of Pub. L.
94-460 applicable with respect to loan guarantees made
under section 300e—4 of this title after Sept. 30, 1976, see
section 118 of Pub. L. 94-460, set out as a note under sec-
tion 300e of this title.

§ 300e-8. Authorization of appropriations

(a) For grants under section 300e-16 of this
title there is authorized to be appropriated
$1,000,000 for each of the fiscal years 1982, 1983,
and 1984.

(b) To meet the obligations of the loan fund
established under section 300e-7(e) of this title
resulting from defaults on loans made from the
fund and to meet the other obligations of the
fund, there is authorized to be appropriated to
the loan fund for fiscal years 1987, 1988, and 1989,
such sums as may be necessary.

(July 1, 1944, ch. 373, title XIII, §1309, as added
Pub. L. 93-222, §2, Dec. 29, 1973, 87 Stat. 930;
amended Pub. L. 94-460, title I, §113(c), Oct. 8,
1976, 90 Stat. 1954; Pub. L. 95-83, title I, §105(b),
Aug. 1, 1977, 91 Stat. 384; Pub. L. 95-559, §§2(c),
7(b), Nov. 1, 1978, 92 Stat. 2131, 2135; Pub. L. 97-35,
title IX, §941(a), (b), Aug. 13, 1981, 95 Stat. 572;
Pub. L. 99-660, title VIII, §§803(b)(3), 811, Nov. 14,
1986, 100 Stat. 3800, 3801.)

AMENDMENTS

1986—Subsec. (a). Pub. L. 99-660, §803(b)(3), struck out
par. (2) designation and struck out par. (1) which read
as follows: ‘“‘For grants and contracts under sections
300e-2 and 300e-3 of this title there is authorized to be
appropriated $20,000,000 for the fiscal years 1982, 1983,
and 1984. No funds appropriated under this paragraph
may be expended or obligated for a grant or contract
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