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(2)(A) The Secretary, during the period ending
September 30, 1982, may, in accordance with this
part, guarantee to—

(i) non-Federal lenders for their loans to
public and nonprofit private entities for medi-
cal facilities projects described in paragraph
(1), and

(ii) the Federal Financing Bank for its loans
to public and nonprofit private entities for
such projects,

payment of principal and interest on such loans.
(B) In the case of a guarantee of any loan to
a public or nonprofit private entity under sub-
paragraph (A)(i) which is located in an urban or
rural poverty area, the Secretary may pay, to
the holder of such loan and for and on behalf of
the project for which the loan was made,
amounts sufficient to reduce by not more than
one half the net effective interest rate otherwise
payable on such loan if the Secretary finds that
without such assistance the project could not be
undertaken.
(b) Amount of loans for medical facilities
projects and such projects in urban or rural
poverty areas

The principal amount of a loan directly made
or guaranteed under subsection (a) for a medical
facilities project, when added to any other as-
sistance provided such project under part B,
may not exceed 90 per centum of the cost of such
project unless the project is located in an area
determined by the Secretary to be an urban or
rural poverty area, in which case the principal
amount, when added to other assistance under
part B, may cover up to 100 per centum of such
costs.

(¢) Limitation on cumulative total of principal of
outstanding loans

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, may not exceed such
limitations as may be specified in appropriation
Acts.

(d) Administrative assistance of Department of
Housing and Urban Development

The Secretary, with the consent of the Sec-
retary of Housing and Urban Development, shall
obtain from the Department of Housing and
Urban Development such assistance with respect
to the administration of this part as will pro-
mote efficiency and economy thereof.

(July 1, 1944, ch. 373, title XVI, §1601, formerly
§1620, as added Pub. L. 93-641, §4, Jan. 4, 1975, 88
Stat. 2264; amended Pub. L. 94-273, §2(21), Apr.
21, 1976, 90 Stat. 376; Pub. L. 95-83, title I,
§106(x)(1), Aug. 1, 1977, 91 Stat. 385; renumbered
§1601 and amended Pub. L. 96-79, title II,
§§201(b)(1), 203(a)(1), (2), Oct. 4, 1979, 93 Stat. 630,
635.)

PRIOR PROVISIONS

A prior section 1601 of act July 1, 1944, ch. 373, title
XVI, as added Jan. 4, 1975, Pub. L. 93-641, §4, 88 Stat.
2258, was classified to section 3000 of this title, prior to
repeal by Pub. L. 96-79, §202(a).

AMENDMENTS

1979—Subsec. (a). Pub. L. 96-79, §§201(b)(1), 203(a)(2),
added par. (1); substituted reference to section 1602(d)

TITLE 42—THE PUBLIC HEALTH AND WELFARE

§300q-2

for 1622(d), set out in text as ‘‘section 300g-2(d) of this
title’’; incorporated in par. (2) former subsec. (b) provi-
sions made applicable for period ending Sept. 30, 1982,
previously covering period beginning July 1, 1974, and
ending Sept. 30, 1978, extended provisions to public enti-
ties, struck out existing condition that applications for
assistance under subchapter be approved under former
section 3000-3 of this title, substituted in subpar. (2)(B)
provision for payment of amounts sufficient to reduce
by not more than one half net effective interest other-
wise payable on the loan for prior provision for
amounts sufficient to reduce by 3 per centum per
annum net effective interest rate on the loan, and
struck out provision granting contractual right of
holder of a guaranteed loan to receive from the United
States such interest payments.

Subsec. (b). Pub. L. 96-79, §201(b)(1), added subsec. (b)
and incorporated existing provisions of subsec. (b) re-
lating to loan guarantee authority for payment of prin-
cipal and interest on loans for approved projects, their
duration, and payments for reduction of interest rate
in subsec. (a)(2) of this section.

1977—Subsecs. (a), (b)(1). Pub. L. 95-83 substituted
‘““‘September 30, 1978 for ‘‘September 30, 1977"’.

1976—Subsecs. (a), (b)(1). Pub. L. 94-273 substituted
‘““‘September’’ for ‘“‘June’’.

EFFECTIVE DATE OF 1979 AMENDMENT

Pub. L. 96-79, title II, §204, Oct. 4, 1979, 93 Stat. 636,
provided that: ‘“The amendments made by this title
[enacting sections 300s, 300s-1, and 300s-6, amending
this section and sections 201, 300g-2, 300r, 300s-la,
300s-3, and 300s-5, and repealing sections 3000 to 3000-3,
300p to 300p-3, 300q-1, and 300s of this title] shall take
effect October 1, 1979, except that the amendments
made by section 201(b) [amending this section and sec-
tion 300g-2 of this title] respecting the payment of an
interest subsidy for a loan or loan guarantee made
under part A of title XVI of the Public Health Service
Act [42 U.S.C. 300q et seq.] shall apply only with respect
to loans and loan guarantees made after October 1, 1979,
and with respect to loans and loan guarantees made
under such part before such date the Secretary shall
continue to pay the interest subsidy authorized for
such loans and loan guarantees before such date.”

§300g-1. Repealed. Pub. L. 96-79, title II,
§203(a)(1), Oct. 4, 1979, 93 Stat. 635

Section, act July 1, 1944, ch. 373, title XVI, §1621, as
added Jan. 4, 1975, Pub. L. 93-641, §4, 88 Stat. 2265, relat-
ed to allocation among States of total amount of prin-
cipal, criteria, availability of unobligated amounts, and
reallotments.

EFFECTIVE DATE OF REPEAL

Repeal effective Oct. 1, 1979, see section 204 of Pub. L.
96-79, set out as an Effective Date of 1979 Amendment
note under section 300q of this title.

§ 300g-2. General provisions

(a) Loan guarantees; criteria for approval; recov-
ery of payments by United States; modifica-
tion, etc., of terms and conditions; incontest-
ability

(1) The Secretary may not approve a loan
guarantee for a project under this part unless he
determines that (A) the terms, conditions, secu-
rity (if any), and schedule and amount of repay-
ments with respect to the loan are sufficient to
protect the financial interests of the United

States and are otherwise reasonable, including a

determination that the rate of interest does not

exceed such per centum per annum on the prin-
cipal obligation outstanding as the Secretary
determines to be reasonable, taking into ac-
count the range of interest rates prevailing in
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the private market for similar loans and the
risks assumed by the United States, and (B) the
loan would not be available on reasonable terms
and conditions without the guarantee under this
part.

(2)(A) The United States shall be entitled to
recover from the applicant for a loan guarantee
under this part the amount of any payment
made pursuant to such guarantee, unless the
Secretary for good cause waives such right of re-
covery; 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.

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

(C) Any loan guarantee made by the Secretary
under this part shall be incontestable (i) in the
hands of an applicant on whose behalf such guar-
antee is made unless the applicant engaged in
fraud or misrepresentation in securing such
guarantee, and (ii) as to any person (or his suc-
cessor 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 part shall
be subject to such further terms and conditions
as the Secretary determines to be necessary to
assure that the purposes of this subchapter will
be achieved.

(b) Loans; criteria for approval; terms and condi-
tions; waiver of recovery of payments by
United States

(1) The Secretary may not approve a loan
under this part unless—

(A) the Secretary is reasonably satisfied
that the applicant under the project for which
the loan would be made 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 part shall (A)
have such security, (B) have such maturity date,
(C) be repayable in such installments, (D) bear
interest at a rate comparable to the current rate
of interest prevailing, on the date the loan is
made, with respect to loans guaranteed under
this part, minus any interest subsidy made in
accordance with section 300q(a)(2)(B) of this title
with respect to a loan made for a project located
in an urban or rural poverty area, and (E) be
subject to such other terms and conditions (in-
cluding provisions for recovery in case of de-
fault), as the Secretary determines to be nec-
essary to carry out the purposes of this sub-
chapter while adequately protecting the finan-
cial interests of the United States.

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

(c) Sale of loans; authority; amount; agreements

with purchasers; deposit of proceeds

(1) The Secretary shall from time to time, but
with due regard to the financial interests of the
United States, sell loans made under this part
either on the private market or to the Federal
National Mortgage Association in accordance
with section 1717 of title 12 or to the Federal Fi-
nancing Bank.

(2) Any loan so sold shall be sold for an
amount which is equal (or approximately equal)
to the amount of the unpaid principal of such
loans as of time of sale.

(3)(A) The Secretary is authorized to enter
into an agreement with the purchaser of any
loan sold under this part under which the Sec-
retary agrees—

(i) to guarantee to such purchaser (and any
successor in interest to such purchaser) pay-
ments of the principal and interest payable
under such loan, and

(ii) to pay as an interest subsidy to such pur-
chaser (and any successor in interest of such
purchaser) amounts which, when added to the
amount of interest payable on such loan, are
equivalent to a reasonable rate of interest on
such loan as determined by the Secretary
after taking into account the range of prevail-
ing interest rates in the private market on
similar loans and the risks assumed by the
United States.

(B) Any agreement under subparagraph (A)—

(i) may provide that the Secretary shall act
as agent of any such purchaser, for the pur-
pose of collecting from the entity to which
such loan was made and paying over to such
purchaser any payments of principal and in-
terest payable by such entity under such loan;

(ii) may provide for the repurchase by the
Secretary of any such loan on such terms and
conditions as may be specified in the agree-
ment;

(iii) shall provide that, in the event of any
default by the entity to which such loan was
made in payment of principal or interest due
on such loan, the Secretary shall, upon notifi-
cation to the purchaser (or to the successor in
interest of such purchaser), have the option to
close out such loan (and any obligations of the
Secretary with respect thereto) by paying to
the purchaser (or his successor in interest) the
total amount of outstanding principal and in-
terest due thereon at the time of such notifi-
cation; and

(iv) shall provide that, in the event such
loan is closed out as provided in clause (iii), or
in the event of any other loss incurred by the
Secretary by reason of the failure of such en-
tity to make payments of principal or interest
on such loan, the Secretary shall be sub-
rogated to all rights of such purchaser for re-
covery of such loss from such entity.
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(4) Amounts received by the Secretary as pro-
ceeds from the sale of loans under this sub-
section shall be deposited in the fund estab-
lished under subsection (d).

(5) If any loan to a public entity under this
part is sold and guaranteed by the Secretary
under this subsection, interest paid on such loan
after its sale and any interest subsidy paid,
under paragraph (3)(A)(ii), by the Secretary with
respect to such loan which is received by the
purchaser of the loan (or the purchaser’s succes-
sor in interest) shall be included in the gross in-
come of the purchaser or successor for the pur-
pose of chapter 1 of title 26.

(d) Loan and loan guarantee fund; establishment;
amounts authorized to be appropriated; issu-
ance, purchase, and sale of notes, obliga-
tions, etc.; interest rates; public debt trans-
actions

(1) There is established in the Treasury a loan
and loan guarantee fund (hereinafter in this sub-
section 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 appropriations Acts—

(A) to enable him to make loans under this
part,

(B) to enable him to discharge his respon-
sibilities under loan guarantees issued by him
under this part,

(C) for payment of interest under section
300q(a)(2)(B) of this title on loans guaranteed
under this part,

(D) for repurchase of loans under subsection
(©)(3)(B),

(E) for payment of interest on loans which
are sold and guaranteed, and

(F) to enable the Secretary to take the ac-
tion 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. There
shall also be deposited in the fund amounts re-
ceived by the Secretary in connection with
loans and loan guarantees under this part and
other property or assets derived by him from his
operations respecting such loans and loan guar-
antees, including 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—

(A) to make payments of interest under sec-
tion 300q(a)(2)(B) of this title,

(B) to otherwise comply with guarantees
under this part of loans to nonprofit private
entities,

(C) in the case of a loan which was made,
sold, and guaranteed under this part, to make
to the purchaser of such loan payments of
principal and interest on such loan after de-
fault by the entity to which the loan was
made, or

(D) to repurchase loans under subsection
(©)(3)(B),

(E) to make payments of interest on loans
which are sold and guaranteed, and

(F') to enable the Secretary to take the ac-
tion authorized by subsection (f),

he is authorized to issue to the Secretary of the
Treasury notes or other obligations in such
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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. 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) Transfers to and additional capitalization of
loan and loan guarantee fund

(1) The assets, commitments, obligations, and
outstanding balances of the loan guarantee and
loan fund established in the Treasury by section
291j-6 of this title shall be transferred to the
fund established by subsection (d) of this sec-
tion.

(2) To provide additional capitalization for the
fund established under subsection (d) there are
authorized to be appropriated to the fund, such
sums as may be necessary for the fiscal years
ending June 30, 1975, June 30, 1976, September 30,
1977, September 30, 1978, September 30, 1979, Sep-
tember 30, 1980, September 30, 1981, and Septem-
ber 30, 1982.

(f) Default prevention measures; terms and con-
ditions; implementation of reforms; fore-
closures; protection of Federal interest on
default

(1) The Secretary may take such action as
may be necessary to prevent a default on a loan
made or guaranteed under this part or under
subchapter IV, including the waiver of regu-
latory conditions, deferral of loan payments, re-
negotiation of loans, and the expenditure of
funds for technical and consultative assistance,
for the temporary payment of the interest and
principal on such a loan, and for other purposes.
Any such expenditure made under the preceding
sentence on behalf of a medical facility shall be
made under such terms and conditions as the
Secretary shall prescribe, including the imple-
mentation of such organizational, operational,
and financial reforms as the Secretary deter-
mines are appropriate and the disclosure of such
financial or other information as the Secretary
may require to determine the extent of the im-
plementation of such reforms.

(2) The Secretary may take such action, con-
sistent with State law respecting foreclosure
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procedures, 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 part or under subchapter IV, including sell-
ing real property pledged as security for such a
loan or loan guarantee and for a reasonable pe-
riod of time taking possession of, holding, and
using real property pledged as security for such
a loan or loan guarantee.

(July 1, 1944, ch. 373, title XVI, §1602, formerly
§1622, as added Pub. L. 93-641, §4, Jan. 4, 1975, 88
Stat. 2265; amended Pub. L. 95-83, title I,
§106(x)(2), (), Aug. 1, 1977, 91 Stat. 385; renum-
bered §1602 and amended Pub. L. 96-79, title II,
§§201(b)(2), (3), 203(a)(1), (3), (g), Oct. 4, 1979, 93
Stat. 631, 635; Pub. L. 97-414, §8(q), Jan. 4, 1983,
96 Stat. 2062; Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095.)

CODIFICATION

In subsec. (d), ‘‘chapter 31 of title 31"’ and ‘‘that chap-
ter” 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.

PRIOR PROVISIONS

A prior section 1602 of act July 1, 1944, ch. 373, title
XVI, as added Jan. 4, 1975, Pub. L. 93-641, §4, 88 Stat.
22568; amended Aug. 1, 1977, Pub. L. 95-83, title I, §106(r),
(s), 91 Stat. 385, was classified to section 3000-1 of this
title, prior to repeal by Pub. L. 96-79, title II, §202(a),
Oct. 4, 1979, 93 Stat. 632.

AMENDMENTS

1986—Subsec. (¢)(5). Pub. L. 99-514 substituted ‘“‘Inter-
nal Revenue Code of 1986’ for ‘‘Internal Revenue Code
of 1954”’, which for purposes of codification was trans-
lated as ‘‘title 26 thus requiring no change in text.

1983—Subsec. (f)(2). Pub. L. 97-414 inserted ‘‘selling
real property pledged as security for such a loan or
loan guarantee and’ after ‘“‘including”’.

1979—Subsec. (b)(2)(D). Pub. L. 96-79, §201(b)(2), sub-
stituted ‘“‘minus any interest subsidy made in accord-
ance with section 300q(a)(2)(B) of this title (with re-
spect to a loan made for a project located in an urban
or rural poverty area’ for ‘“‘minus 3 per centum per
annum’’.

Subsec. (d)(1). Pub. L. 96-79, §203(a)(3), (g)(2), sub-
stituted in subpar. (C) reference to section
£300q(a)(2)(B)” for ““300q(b)(2)’ of this title, and added
subpar. (F).

Subsec. (d)(2). Pub. L. 96-79, §203(a)(3), (g)(3), sub-
stituted in subpar. (A) reference to section
£300q(a)(2)(B)”’ for ‘“300q(b)(2)” of this title, and added
subpar. (F).

Subsec. (e)(2). Pub. L. 96-79, §201(b)(3), authorized ap-
propriations for fiscal years ending Sept. 30, 1979
through 1982.

Subsec. (f). Pub. L. 96-79, §203(g)(1), added subsec. (f).

1977—Subsec. (c)(5). Pub. L. 95-83, §106(y), added sub-
sec. (¢)(b).

Subsec. (e)(2). Pub. L. 95-83, §106(x)(2), substituted
provisions authorizing appropriations for fiscal years
ending Sept. 30, 1977 and 1978, for prior such authoriza-
tion for fiscal year ending June 30, 1977.

EFFECTIVE DATE OF 1979 AMENDMENT

Amendment by Pub. L. 96-79 effective Oct. 1, 1979, ex-
cept that amendment of subsec. (b)(2)(D) respecting in-
terest subsidy payments for loans or loan guarantees
applicable only with respect to loans and loan guaran-
tees made after Oct. 1, 1979, and that subsidies for such
commitments made before Oct. 1, 1979, payable as au-
thorized before Oct. 1, 1979, see section 204 of Pub. L.
96-79, set out as a note under section 300q of this title.
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PART B—PROJECT GRANTS

CODIFICATION

Pub. L. 96-79, title II, §§201(a), 202(a), Oct. 4, 1979, 93
Stat. 630, 632, repealed part B relating to allotments,
and comprising former sections 300p to 300p-3 of this
title, and redesignated former part D as part B relating
to project grants.

§300r. Grants for construction or modernization
projects

(a) Authority; objectives; eligible grantees; maxi-
mum amounts; authorization of appropria-
tions; availability of unobligated funds

(1)(A) The Secretary may make grants for con-
struction or modernization projects designed
to—

(i) eliminate or prevent in medical facilities
imminent safety hazards as defined by Fed-
eral, State, or local fire, building, or life safe-
ty codes or regulations, or

(ii) avoid noncompliance by medical facili-
ties with State or voluntary licensure or ac-
creditation standards.

(B) A grant under subparagraph (A) may only
be made to—

(i) a State or political subdivision of a State,
including any city, town, county, borough,
hospital district authority, or public or quasi-
public corporation, for any medical facility
owned or operated by the State or political
subdivision; and

(ii) a nonprofit private entity for any medi-
cal facility owned or operated by the entity
but only if the Secretary determines—

(I) the level of community service provided
by the facility and the proportion of its pa-
tients who are unable to pay for services
rendered in the facility is similar to such
level and proportion in a medical facility of
a State or political subdivision, and

(IT) that without a grant under subpara-
graph (A) there would be a disruption of the
provision of health care to low-income indi-
viduals.

(2) The amount of any grant under paragraph
(1) may not exceed 75 per centum of the cost of
the project for which the grant is made unless
the project is located in an area determined by
the Secretary to be an urban or rural poverty
area, in which case the grant may cover up to
100 per centum of such costs.

(3) There are authorized to be appropriated for
grants under paragraph (1) $40,000,000 for the fis-
cal year ending September 30, 1980, $50,000,000 for
the fiscal year ending September 30, 1981, and
$50,000,000 for the fiscal year ending September
30, 1982. Funds available for obligation under
this subsection (as in effect before October 4,
1979) in the fiscal year ending September 30,
1979, shall remain available for obligation under
this subsection in the succeeding fiscal year.

(b) Projects for medically underserved popu-
lations; eligible grantees; maximum amounts;
authorization of appropriations

(1) The Secretary may make grants to public
and nonprofit private entities for projects for
(A) construction or modernization of outpatient
medical facilities which are located apart from
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