
other type of restorative maintenance; or 
misrepresenting in any manner the effi­
cacy, durability, efficiency, composition 
or quality of any of respondents’ prod­
ucts, installations or services.

9. Falsely representing, directly or by 
implication, that respondents' saleswork- 
ers or representatives are connected or 
affiliated with any manufacturer or man­
ufacturers of products sold by respond­
ents; or misrepresenting, in any manner, 
the connections, affiliations or sponsor­
ships of respondents, their salesworkers 
or representatives, or the nature or scope 
of respondents’ business activities.

10. Falsely representing, directly or by 
implication, that the home of any of the 
respondents’ purchasers, or prospective 
purchasers will be used for any type of 
advertising or demonstration purpose or 
as a model home and, that as a result of 
such use, respondents’ purchasers or 
prospective purchasers will receive a re­
duced price or will earn discounts, re­
ferral fees or allowances of any type.

11. Failing to disclose, orally prior to 
the time of sale and in writing on any 
trade acceptance, conditional sales con­
tract, promissory note, or other instru­
ment of indebtedness executed by the 
purchaser, with such conspicuousness 
and clarity as is likely to be observed and 
read by such purchaser :

(a) The disclosures, if any, required 
by federal law or the law of the state in 
which the instrument is executed;

(b) Where negotiation of the instru­
ment to a third party is not prohibited 
by the law of the state in which the in­
strument is executed, that the trade ac­
ceptance, conditional sales contract, 
promissory note or other instrument 
may, at the option of the seller and with­
out notice to the purchaser, be negotiated 
or assigned to a finance company or 
other third party; and

(c) Where the law of the state in which 
the instrument is executed does not pre­
serve as against any holder of the instru­
ment all the legal and equitable defenses 
the purchaser may assert against the 
seller, that in the event the instrument 
ls negotiated or assigned to a finance 
company or other third party, the pur- 
naser may have to pay such finance 

company or other third party the full
under his contract whether 

nLÎTu he.has claims against the ¡seller’s 
*s defective; the seller re­

uses to service the merchandise; or the 
seuer is no longer in business, or other hfce claims.
snîL? ?  fHrther ordered. That the re- 
ComSteV?°uthern States Distributing 
CrSf ^  (formerly known as Southern 

ComPany, Inc.), a cor-
Southpni ? l “g and doin£ business as 
( w  ^  _states Decorators, Southern 
S ] p P°pf’. S0Uthe-  Cross Windows, 
counfon+fl^0 Roofers ^  Carpet Dis- 

or nnder any other name, 
LpÎ S ” 8.1̂  assigns and Emanuel 
cer of saÎî16, mdlvidually and as an offi- 
officers d corporation and respondents’ 
Payees E h rePfesentatives and em- 
tlon, ^  through any corpora-
in conriPf>t̂ ary’ ̂ v^ on or o ^ e r device, 
Sumer rrp!™? Wlth any extension of con- 
aid, nromYrf or any advertisement to 

prc»note or assist, directly or indi-
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rectly, any extension of consumer credit 
as “consumer credit” and “advertise­
ment” are defined in Regulation Z (12 
CFR § 226) of the Truth in Lending Act 
(P.L. 90-321, 15 U.S.C. § 1601 et seq.), 
do cease and desist from:

1. Failing to disclose the “annual per­
centage rate” in accordance with § 226.5 
of Regulation Z, as required by §'226.8 
(b) (2) of Regulation Z.

2. Representing, directly or by impli­
cation, in any advertisement as “adver­
tisement” is defined in Regulation Z, the 
amount of the downpayment required or 
that no downpayment is required, the 
amount of any installment payment, the 
dollar amount of any finance charge, the 
number of installments or the period of 
repayment, or that there is no charge 
for credit, unless all of the following 
items are stated in terminology pre­
scribed under § 226.8 of Regulation Z,

(i) the cash price;
(ii) the amount of the downpayment 

required or that no downpayment is 
required, as applicable;

(iii) the number,- amount and due 
dates or period of payments scheduled 
to repay the indebtedness if the credit is 
extended;

(iv) the amount of the finance charge 
expressed as the annual percentage rate; 
and

(v) deferred payment price.
3. Failing to keep record evidence of 

compliance with the consumer credit 
cost disclosure requirements of Regula­
tion Z for two years, as required by 
§ 226.6(1) of Regulation Z.

HI- It is further ordered. That re­
spondents notify the Commission at least 
thirty (30) days prior to any proposed 
change in the corporate respondent such 
as dissolution, assignment or sale result­
ing in the emergence of a successor cor­
poration, the creation or dissolution of 
subsidiaries or any other change in the 
corporation which may affect compliance 
obligations arising out of the Order.

It is further ordered, That the indi­
vidual respondent named herein shall 
notify the Commission of the discontinu­
ance of his present business or employ­
ment and of his affiliation with any new 
business or employment, within thirty 
(30) days following affiliation with the 
new business or employment. Such no­
tice shall include respondent’s current 
business address and a statement as to 
the nature of the business or employment 
in which he is engaged, as well as a de­
scription of his duties and responsibili­
ties.

I t  is further ordered, That the re­
spondents herein shall within sixty (60) 
days after service upon them of this 
Order file with the Commission a report 
in writing, setting forth in detail the 
manner and form in which they have 
complied with this Order.

By the Commission.1 
Issued: December 26,1973.
[seal!
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Title 21— Food and Drugs
CHAPTER I— FOOD AND DRUG ADMINIS­

TRATION, DEPARTMENT OF HEALTH 
EDUCATION, AND WELFARE 

SUBCHAPTER C— DRUGS
PART 135b-—NEW ANIMAL DRUGS FOR 

IMPLANTATION OR INJECTION
Oxytetracycline Hydrochloride Injection
The Commissioner of Food and Drugs 

has evaluated a supplemental new animal 
drug application (47-278V) filed by 
Philips Roxane, Inc., 2621 North Belt 
Highway, St. Joseph, MO 64502, propos­
ing revised indications for use of Oxy­
tetracycline injection for the intravenous 
treatment of specified cattle. The supple­
mental application is approved.

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 512(i), 82 Stat. 347; 21 U.S.C. 
360b (i)) and under authority delegated 
to the Commissioner (21 CFR 2.120), 
Part 135b is amended by revising § 135b.- 
65(b) (3) (ii) as follows:
§ 135b.65 Oxytetracycline hydrochlo­

ride injection.
*  * * * *

(b) * * *
(3) * * *
(ii) I t is administered by intramuscu­

lar or intravenous injection to beef cattle 
and non-lactating dairy cattle at a level 
of 3 to 5 milligrams of Oxytetracycline 
per pound of body weight per day. In 
severe foot-rot and severe forms of the 
indicated diseases treat at 5 milligrams 
per pound of body weight. When admin­
istered intramuscularly no more than 0.5 
to 2 milliliters should be injected in each 
site in the case of smaller animals and 
no more than 10 milliliters should be in­
jected in each site'in adult cattle. Treat­
ment in cattle should be continued for 24 
to 48 hours following remission of dis­
ease symptoms, not to exceed a total of 
4 days. It is administered to sows intra­
muscularly at a level of 3 milligrams of 
Oxytetracycline per pound of body weight 
approximately 8 hours before farrowing 
or immediately after completion of far­
rowing. No more than 5 milliliters should 
be injected intramuscularly per site in 
sows.

* * * % * 
Effective date. This order shall be ef­

fective February 7,1973.
(Sec. 512 (i), 82 Stat. 347; 21 ÜS.C. 360b (1).) 

Dated: January 31, 1974.
C. D. Van H ouweling, 

Director, Bureau of 
Veterinary Medicine.

[FR Doc.74-3120 Filed 2-6-74;8:45 am]

Charles A. T obin, 
Secretary.

[FR Doc.74-3094 FUed 2-6-74;8:45 ain]
PART 135c— NEW ANIMAL DRUGS IN 

ORAL DOSAGE FORMS
1 Commissioner Hanford did not participate 

in this proceeding since oral argument was 
heard prior to her assumption of Office.

Vincofos Capsules
The Commissioner of Food and Drugs 

has evaluated a new animal drug appli-
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cation (91-581V) filed by Shell Chemical 
Co., a Division of Shell Oil Co., 2401 Crow 
Canyon Rd., San Ramon, CA 94583, pro­
posing safe and effective use of vincofos 
as a broad, spectrum anthelmintic for 
dogs. The application is approved.

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 512(i), 82 Stat. 347; 21 U.S.C. 
360b (i)) and under authority delegated 
to the Commissioner (21CFR 2.120), Part 
135c is amended by adding a new sec­
tion as follows:
§ 13 5 c .l2 6  Vincofos capsules.

(a) Specifications. Vincofos capsules 
contain 19, 38, 75, 189, and 302 milli­
grams of vincofos in soft-gelatin cap­
sules.

(b) Sponsor. See code No. 033 in § 135.- 
501(c) of this chapter.

(c) Conditions of use. (1) I t  is recom­
mended for the removal and control of 
large roundworms (Toxocara canis, 
Toxascaris leonina), hookworms (An- 
cylostoma caninum, Uncinaria steno- 
cephala), whipworms (Trichuris vulpis), 
and tapeworms (Taenia pisiformis, Dipy- 
lidium caninum) occurring in the intes­
tinal tract of dogs over 3 months of age.

(2) The drug is administered orally so 
that the active ingredient dosage falls 
within the range of 7 to 9 milligrams per 
pound of body weight. Dogs weighing in 
excess of 65 pounds need not receive 
more than the 65-pound dosage. For 
use in “risk” animals which are very 
old, heavily parasitized or otherwise de­
bilitated, a split dosage schedule should 
be used providing half the recommended 
dosage which is then repeated at 8 to 24 
hours later. Split dosage slightly lowers 
the activity of the drug against the flea 
tapeworm (D. caninum).

(3) Do not use in puppies under 3 
months of age. Re-treatment should not 
be given at less than weekly intervals. 
Do not administer this drug in conjunc­
tion with other anthelmintic, antifilorial, 
muscle relaxant or CNS depressant 
drugs. Do not administer to dogs with 
mechanical blockage of the intestinal 
tract, impaired liver function, circulatory 
failure or to dogs recently exposed to or 
showing signs of infectious disease. Do 
not use this drug in dogs known to be 
harboring adult or microfilarial heart- 
worms (Dirofilaria immitis). This drug 
is a cholinesterase inhibitor and should 
not be used simultaneously or within a 
few days before or after treatment with 
or exposure to cholinesterase-inhibiting 
drugs, pesticides or chemiqals.

(4) Federal law restricts this drug to 
use by or on the order of a licensed 
veterinarian.

Effective date. This order shalTbe ef­
fective February 7, 1973.
(Sec. 512(i), 82 Stat. 847; 21 U.S.C. 380b(i).) 

Dated: January 31, 1974.
C. D. Van H ouweling, 

Director, Bureau of Veterinary 
Medicine.

(PR Doc.74-3121 Filed 2-6-74*,8:45 am]

SUBCHAPTER B— FOOD AND FOOD PRODUCTS Title 29— Labor
S £ S 3  *5 ,1  ED  CHAPTER V— WAGE AND HOUR DIVISION, CHEESES, CHEESE FOODS, CHEESE DEPARTMENT OF LABOR

SPREADS, AND RELATED FOODS
Pasteurized Process Cheese Spread, Cold- 

Pack Cheese and Cold-Pack Cheese 
Food; Confirmation of Effective Date of 
Order Amending Standards of Identity
In the matter-of amending the defini­

tions and standards of identity for pas­
teurized process cheese, spread, cold-pack 
cheese and cold-pack cheese food (21 
CFR 19.775, 19.785, and 19.787) to permit 
the use of additional and/or increased 
levels of mold-inhibitors in these foods: 

Pursuant to provisions of the Federal 
Food, Drug, and Cosmetic Act (secs. 401, 
701, 52 Stat. 1046, 1055-1056 as amended 
by 70 Stat. 919 and 72 Stat. 948; 21 U.S.C. 
341, 371) and under authority delegated 
to the Commissioner of Food and Drugs 
(21 CFR 2.120), notice is given that no 
objections were filed to the order in the 
above-identified matter published in the 
F ederal R egister of October 5, 1973 (38 
FR 27592). Accordingly, the amendments 
promulgated by that order became effec­
tive December 4,1973.

Dated: January 30,1974.
S am D. F ine, 

Associate Commissioner 
for Compliance. 

[PR Doc.74-3122 Filed 2-6-74;8:45 am]

Title 27—Alcohol, Tobacco Products and 
Firearms

PART 570— CHILD LABOR REGULATIONS 
ORDERS AND STATEMENT OF INTER­
PRETATION

Work Experience and Career Exploration 
Services

Correction
In FR Doc. 74-2122 appearing at page 

3256 of the issue for Friday, January 25, 
1974 and corrected on page 4478 in the 
issue of Monday, February 4, 1974, the 
last line of § 570.35a(b) (3) (ii), now read­
ing “a reasonable size. A unit of 12 to 25 
stu-”, should read “instruction and on- 
the-job experience.”

Title 40— Protection of the Environment
CHAPTER I— ENVIRONMENTAL 

PROTECTION AGENCY
. SUBCHAPTER N— EFFLUENT GUIDELINES AND 

STANDARDS
PART 426— GLASS MANUFACTURING 

POINT SOURCE CATEGORY
Insulation Fiberglass Subcategory; 

Correction
In  FR Doc. 74-1860 appearing at page 

2564 in the issue of Tuesday, January 22, 
1974, make the following change: In the 
table contained in § 426.12, appearing at 
page 2566, under the column headed 
“Effluent Characteristic”, the term 
“BOD” should, in both instances, read 
“BOD/’

Dated: January 31,1974.
CHAPTER I— BUREAU OF ALCOHOL, TO­

BACCO AND FIREARMS, DEPARTMENT
OF THE TREASURY

SUBCHAPTER C—FIREARMS 
[T P . ATF-8]

PART 47— IMPORTATION OF ARMS, 
AMMUNITION AND IMPLEMENTS OF WAR

Correction
In  FR Doc. 74-2062 appearing in the 

issue for Friday, January 25, 1974, on 
pages 3251-3256 make the following 
changes:

1. In § 47.11 on page 3252, the first line 
in the third column reading “may be 
imposed and remedies invoked as” is 
deleted.

2. In § 47.21 on page 3253 in the third 
column under thé heading “Category 
VIII—Aircraft, S pacecraft, and Asso­
ciated Equipment” change the first line 
of the first “Note” to read “Note: Cate­
gory v m  (b) through (1) and”.

3. In the first column on page 3256 in 
§ 47.61, correct paragraph (c) to read 
as follows:

(c) Otherwise violates any provisions 
of this part—
Shall upon conviction be fined not more 
than $25,000 or imprisoned not more 
than 2 years, or both.

R obert L. S ansom, 
Assistant Administrator 

for Air and Water Programs. 
[FR Doc.74-3075 Piled 2-6-74; 8:45 am]

Title 41— Public Contracts and Property 
Management

CHAPTER 15— ENVIRONMENTAL 
PROTECTION AGENCY

PART 15-60— GOVERNMENT PROPERTY
On August 23, 1973, a notice of pro­

posed rulemaking was published in the 
F ederal R egister (38 FR 22637-22646) 
which stated that the Environm ental 
Protection-" Agency was considering an 
amendment to 41 CFR Chapter 15 to 
add a new Part 15-60, Government 
Property. .

Interested parties were invited to sud- 
mit comments and written data on or 
before September '21, 1973. All relevan 
matter submitted by interested persons 
has been considered and the amena- 
ment is hereby adopted, subject to tn
following changes:

1. In  the first sentence of §
102-1, Prime contractors, delete 
phrase: “Except for the condino 
specified in paragraph (g), Risk oi w®* 
of the Government Property clause_ se 
out in § 15-60.702 * * * and substitute 
the following: “Except for the con® 
tions specified in paragraph (g)* 
of Loss, of the Government Proper»
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clauses set out in $ 15-60.701 (b) and 
§15-60.702, * * *”

2. Delete the last sentence in § 15- 
60.103, Use for or by contractors of test 
facilities owned and operated by the 
Government, and substitute the follow­
ing: “Whenever any such use is author­
ized, the Contracting Officer shall insure 
that adequate consideration comparable 
to commercial charges, if any, flows to 
the Government. (See § 15-60.503 for 
policy regarding evaluation of bids and 
competitive proposals.) ”

3. Section 15-60.203, Contract changes 
is hereby changed to read as follows:

(a) Contracts may be modified:
(1) Bilaterally to provide for Govern­

ment-furnished material when adequate 
consideration flows to the Government;

(2) Unilaterally under the Changes 
clause to increase the amount of Govern­
ment-furnished material; and

(3) Unilaterally to make substitutions 
or decreases in material to be furnished 
by the Government, subject to equitable 
adjustment of the contract in accordance 
with the Government Property clause.”

4. The citation, “§ 15-60.301 (b) ” in the 
next to the last sentence of § 15-60.301-2
(a), Justification for providing property, 
is hereby changed to read “§ 15-60.301- 
2(b).”

5. The phrase “* * * appropriate pro­
gram manager.” at the end of the. first 
sentence in § 15-60.301-2(c) (3) is here­
by changed to read “* * * Chief officer, 
at Division level or above, responsible for 
management of the program/project 
involved.”

6. The word “clause” is hereby 
changed to the word “Article” in § 15-
60.301- 6(b) (4) (c) and (d) of § 15-
60.301- 6, Contract schedule articles. Also, 
the word “facilities” is hereby changed to 
the word “property” in § 15-60.301-6(b)
(5) (b) (2) of § 15-60.301-6.

7. Section 15-60.502(c) is hereby
deleted andk the following substituted 
therefor: ¿z*

“(c) Require prospective contractors to:
(1) List items (including dollar value) 

of Government-owned property in their 
Possession which they propose to use in 
Performance of the prospective contract;

(2) Identify the contract or other in­
strument under which the property is ac­
countable; and

(3) Present written permission to use 
such property in the performance of the 
Prospective Environmental Protection 
agency (EPA) contract from the Govem- 
*» extracting Officer having cogni- 
^ce  of the property.”

citation, “§ 15-60.300”, under 
ftmrPart * 15-60.6—Administration of 

Property is hereby corrected

Bhrase "* * * or other written 
thorization to a contract * * *” in the

S S e?ce of § *5-60.601 (c) is hereby 
t e S ?  *° read "* * * °r other writ- »^onzation to a contractor * *
torw>j 15~60-700(b) is hereby corrected 
w read as follows:
thP l * use4 throughout this Subpart, 
chi** <fixed_Price contract’ shall in- 

aoy advertised or negotiated flxed-

price type contract and any letter con­
tract which will be converted into a 
fixed-price type definitive contract, but 
shall exclude small purchases made un­
der Subparts 1-3.6 and 15-3.6.”

11. The following changes are hereby 
made in § 15-60.701, Government Prop­
erty clause for Fixed-Price Contracts:

(a) Substitute paragraph (c) (appli­
cable to contracts with educational in­
stitutions) of the Government Property 
(Fixed Price) (1973) clause has been 
amended, in the second sentence, by in­
serting the words “for the conduct of 
research” following the word “pur­
chased.”

(b) The following changes are made 
in § 15-60.701 (b) :

(1) The title of paragraph (b) is re­
vised to read:

“Contracts with educational institu­
tions and Contracts requiring cost and 
pricing data.”

(2) The “Risk of Loss” clause “(g) ” is 
deleted and the “Risk of Loss” clause 
set out in the following new § 15-60.701
(b) is substituted therefor:

12. The following changes are hereby 
made in the Government Property clause 
set out in § 15-60.702, Government Prop­
erty clause for Cost-Reimbursement con­
tracts:

(a) 'Delete the words “contract price” 
in the next to last sentence of paragraph
(a) and substitute the words “estimated 
cost, fixed fee.”

(b) Substitute paragraph (c) (appli­
cable to contracts with educational insti­
tutions) of the Government Property 
(Fixed Price) (1973) clause has been 
amended, in the second sentence, by in­
serting the words “for the conduct of 
research” following the word “pur­
chased.”

(c) Delete the word “industrial” in 
paragraph (g) (1) (ii) (A) and substitute 
the word “business.”

Effective date. These regulations shall 
become effective as of the date of publi­
cation in the February 7,1973.

Dated: January 31,1974.
J ohn Quarles, 

Acting Administrator.
The new Part 15-60 reads as follows:

Sec.
15—60.000 Scope o f part.

Subpart 15—60.1— General
15-60.100
15-60.101
15-60.101-1
15-60-101-2
15-60-101—3
15-60-101-4
15-60-101-5
15-60-101-6
15-60-101-7
15-60-101-8
15-60-102

15-60-102-1
15-60.102-2
15-60-103

Scope of subpart.
Definitions.
Property.
Government property.
Provide.
Nonseverable.
Dollar value.
Procurement contract.
Material.
Nonprofit organization. 
Responsibility and liability for 

Government property.
Prime contractors. 
Subcontractors.
Use for or by contractors of test 

facilities owned and operated 
by the Government.

Subpart 15-60.2—Material 
15-60200 Scope of subpart.
15-60.201 Policy.

Sec.
15-60.202 Procedure.
15-60.203 Contract changes.
15-60.204 Disposal.

Subpart 15—60.3— Providing Government 
Property to Contractors

15-60.300
15-60.301
15-60.301-1
15-60.301-2

15-60.301-3

15-60.301-4

15-60.301-5

15-60.301-6

Scope of subpart.
Providing property.
General.
Justification for providing prop­

erty.
Special and general purpose 

property.
Providing property when dis­

posal is limited.
Changing Government property 

to be provided.
Contract schedule articles.

Subpart 15-60.4— Use and Charges 
15-60.400 Scope of subpart.
15—60.401 General.
15-60.402 Use without charge.
15-60.403 Rent.

Subpart 15-60.5— Competition 
15—60.500 Scope of subpart.
15-60.501 General.
15-60.502 Solicitation documents.
15—60.503 Evaluation of bids and propos

als.
Subpart 15—60.6—Administration of Government 

Property
15-60.600 Scope of subpart.
15-60.601 General.
15-60.602 Property Administrator.
15—60.603 Insurance.
15-60.604 Risk of loss or damage liability.

Subpart 15—60.7— Contract Clauses
15-60.700
15-60.701

15-60.702

15-60.703

Scope of subpart.
Government property clause for 

fixed-price contracts.
Government property clause for 

cost-reimbursement con­
tracts.

Government property clause for 
“no-fee” cost-reimbursement 
contracts with educational or 
nonprofit institutions and 
State and local Governments.

Au t h o r it y : 40 U.S.C. 486(c), sec. 205(c), 
63 Stat. 377. as amended.
§ -15—60.00(1 Scope o f part.

This part sets forth policy and pro­
cedures with respect to providing prop­
erty for use by contractors in perform­
ance of EPA contracts and prescribes ap­
propriate contract clauses. This part does 
not apply to the lease of property to con­
tractors or to property to which the Gov­
ernment has acquired a lien or title solely 
as a result of advance, progress, or par­
tial payments.

Subpart 15—60.1— General 
§ 15—60.100 Scope o f subpart.

This subpart 15-60.1 contains (a) defi­
nition of terms used throughout this part 
15-60 and (b) certain statements of gen­
eral policy.
§ 15—60.101 Definitions.

As used in this subpart, the following 
terms have the meaning stated below. 
Additional definitions applicable to prop­
erty administration are set forth in EPA 
publication entitled “Guide for Control 
of Government Property by Contrac­
tors.”
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§ 1 5 -6 0 .1 0 1 -1  Property.
Property includes all property, both 

real and personal* severable and non­
severable, and expendable material and 
nonexpendable equipment.
§ 1 5 -6 0 .1 0 1 -2  Property.

Government property means all prop­
erty owned by or leased to the Govern­
ment or acquired by the Government 
under the terms of a contract. Govern­
ment property includes both Govern­
ment-furnished property and contractor- 
acquired property as defined below:

(a) Government-furnished property 
is property in the possession of,, or ac­
quired directly by, the Government and 
subsequently delivered or otherwise 
made available to the contractor; and

(b) Contractor-acquired property is 
property procured or otherwise made 
available by the contractor for perform­
ance of a contract, title to which is vested 
in the Government.
§ 1 5 -6 0 .1 0 1 -3  Provide.

Provide means to furnish Government- 
owned property or to allow a contractor 
to acquire property at Government 
expense.
§ 15—60.101—4 Nonseverable.

Nonseverable, when related to Gov­
ernment property, means that such 
property cannot be removed after erec­
tion or installation without substantial 
loss of value or damage thereto, or to 
the premises where installed.
§ 15—60.101—5 Dollar value.

This is the amount determined by the 
Government and recorded in inventory 
records as the price or cost of an item of 
Government-owned property.
§ 1 5 —60.101—6 Procurement contract.

Procurement contract means a Gov­
ernment contract for the acquisitioh of 
property or services of any .description; 
e.g., research and development, construc­
tion, scientific, educational, medical, etc.
§ 15—60.101—7 Material.

Material means property which may 
be consumed or expended in the perform­
ance of a contract or which may be in­
corporated into or attached to an end 
item to be delivered under a contract. I t 
includes, but is not limited to raw and 
processed material, parts, components, 
assemblies, small tools and supplies 
which may be consumed in normal use 
during performance of a contract.
§ 15—60.101—8 Nonprofit organization.

Nonprofit organization means any 
corporation, foundation, trust, or institu­
tion operated for scientific, educational, 
or medical purposes, not organized for 
profit, no part of the net earnings of 
which inures to the benefit of any pri­
vate shareholder or individual.
§ 15—60.102 Responsibility and liability 

for Government property.
§ 1 5 -6 0 .1 0 2 —1 Prime contractors.

Except for the conditions specified in 
paragraph (g) Risk>of Loss, of the Gov­
ernment Property clauses set out in

§ 15-60.701 (b) and § 15-60.702, it is EPA 
policy not to hold a contractor respon­
sible for loss of or damage to Govern­
ment property when such property is 
provided under: “

(a) A negotiated, fixed-price type pro­
curement contract for which the price is 
not based on (1) adequate price compe­
tition, (2) established catalog or market 
prices of commercial items sold in sub­
stantial quantities to the general public 
(see § 1-3.807-1 (a) (2) ), or (3) prices set 
by law or regulation; or

(b) Cost-reimbursement type pro­
curement contracts.
§ 15—60.102—2 Subcontractors.

(a) If Government property is pro­
vided to a subcontractor directly by the 
Government § 15-60.102-1 shall apply.

(b) If Government property is pro­
vided to a subcontractor by a prime con­
tractor, the latter shall be required to 
hold the subcontractor liable for any 
loss of or damage to such property; pro­
vided, however the prime contractor 
may, with the prior approval of the Con-;

(i) include in any cost-reimbursement 
type subcontract thereunder provisions 
sim ilar  to those contained in paragraph 
(g) of the clause in § 15-60.702; and

(ii) include in any fixed-price subcon­
tract meeting the criteria set forth in 
§ 15-60.102-1 (a) a provision similar to 
that contained in § 15-60.701 (b).
Contracting Officers shall, prior to ap­
proving the inclusion of the provisions 
referred to above in any subcontract, 
balance the need for the protection and 
care of Government property against 
the cost thereof. A prime contractor who 
provides Government property to a sub­
contractor shall not be relieved of any 
responsibility to the Government that he 
may have under the terms of his 
contract.
§ 15-60 .103  Use for or by contractors 

o f test facilities owned and operated 
by the Government.

The on-site use for or by contractors 
of existing Government-owned test fa­
cilities located at installations owned and 
operated by the Government may be au­
thorized in connection with the per­
formance of Government contracts only 
when:

(a) There is no commercial test capa­
bility adequate for the testing needs, or

(b) Substantial cost savings will re­
sult from use of the Government-owned 
test facilities.

Whenever any such use is authorized 
the Contracting Officer shall insure that 
adequate consideration comparable to 
commercial charges, if any, flows to the 
Government. (See § 15-60.503 for policy 
regarding evaluation of bids and compet­
itive proposals.)

Subpart 15-60.2 Material 
§ 15—60.200 Scope o f subpart.

This subpart prescribes policy and pro­
cedure for furnishing material (see § 15- 
60.101-7) to contractors for performance 
of EPA formally advertised and negoti­
ated contracts.

§ 15-60 .201  Policy.
Contractors normally are expected to 

furnish all material required for per­
formance of EPA contracts. However, it 
may be in the Government’s interest to 
furnish such material when justified by 
reason of economy, to expedite contract 
performance, to achieve standardization, 
or under other appropriate conditions.
§ 15—60.202 Procedure.

(a) Solicitation documents shall de­
scribe material to be furnished by the 
Government, in detail sufficient for eval­
uation by prospective contractors.

(b) Whenever material is to be fur­
nished by the Government the contract 
shall specify whether the contracting 
activity or the contractor is to prepare 
requisitioning documents. If the contrac­
tor is to be responsible for preparing req­
uisitioning documents, the EPA Prop­
erty Administrator will instruct the 
contractor to prepare such documents in 
accordance with the Federal Standard 
Requisitioning and Issue Procedure 
(FEDSTRIP) system, prescribed by Sub­
part 101-26.2 of the Federal Property 
Management Regulations. (See FPR 
Subpart 1-5.9 for “Use of GSA Supply 
Services by Contractors Performing 
Cost-Reimbursement Type Contracts.)

(C) The appropriate Government 
Property clause prescribed in Subpart 
15-60.7 shall be incorporated into all con­
tracts which provide for Government- 
furnished material. \
§ 15—60.203 Contract changes.

(a) Contracts m ay be modified:
(1) bilaterally to  provide for Govern­

m ent-furnished m aterial when adequate 
consideration flows to the Government;

(2) unilaterally under the changes 
clause to increase the amount of Govern­
m ent-furnished m aterial; and

(3) unilaterally to make substitutions 
or decreases in material to be furnished 
by the Government, subject to equitable 
adjustment of the contract in accordance 
with the Government Property clause.
§ 15—60.204 Disposal.

Residual Government material ( in ­
cluding scrap and salvage) shall be dis­
posed of in accordance with instruc­
tions of the EPA Property ^flministrator 
and as directed by the Contracting * 
fleer. (See FPMR, EPA Property Manage­
ment Regulations, FPR Part 1- 8, an 
EPA publication entitled “Guide for C on­
trol of Government Property by con-

•actors”.)
Jubpart 15-60.3— Providing Government

Property to Contractors 
15-60 .300  Scope o f subpart.
This subpart enunciates policy to gujd® 

le decision-making process when prop 
rty (other than material) is to &eP 
E  a contractor for .Pertorman«^ 
a EPA contract and to insure tha

5-60.301 Providing property. 
5-60.301-1 General, 
a) contractors are expected to pro- 
e all resources necessary for pe
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ance of EPA contracts. Every effort must 
be made to locate and select contractors 
that demonstrate a willingness and abil­
ity to provide their own resources. How­
ever, during procurement planning» so­
licitation of prospective contractors, 
evaluation of proposals, contract nego­
tiations, or during postaward perform­
ance of the contract, EPA may determine 
that it is in the Govemment’t  interest to 
furnish Government-owned property or 
to allow the contractor to acquire prop­
erty at Government expense.

(b) Providing property at Government 
expense can create an expensive and bur­
densome inventory that may have to be 
disposed of at a fraction of its cost. EPA 
personnel must insure that (1) provid­
ing property is justified, (2) the Govern­
ment receives adequate consideration, 
and (3) one contractor or prospective 
contractor, does not receive a competitive 
advantage over others. A decision to pro­
vide property at Government expense 
must be supported by a comprehensive 
"determination and findings.”

(c) Items of property to be furnished 
by the Government or acquired by the 
contractor must be identified as spe­
cifically as possible in the original con­
tract Schedule or in a Change Order^ or 
Supplemental Agreement, as appropri­
ate. When acquisition of property at 
Government expense is authorized in a 
contract Schedule, Change Order or Sup­
plemental Agreement, purchase orders or 
subcontracts issued by the contractor for 
acquisition of individual items of prop­
erty are subject to the requirements of 
the Subcontracts clause incorporated 
into the contract. Authorization to ac­
quire property should not be construed 
as consent to placement of a subcon­
tract or vice-versa, unless so specified 
in the contract or in a written determi­
nation by the Contracting Officer.
§ 15-60.301—2 Justification for provid­

ing property. /
(a) The Contracting Officer shall not 

authorize a contractor to (1) acquire 
property at Government expense, (2) ob­
tain Government-furnished property, or
(3) use Government-owned property in 
bis possession until the Chief Officer, at 
Division level or above, responsible for 
management of the program/project in­
volved, submits a written justification of 
need to provide the property to the Con­
tracting Officer. If the Contracting Of­
ficer concurs in the justification of need, 
he will prepare and sign a separate “de­
termination and findings” which identi- 

the property to be provided and sets 
forth the facts and circumstances which 
support providing the property. The “de­
termination and findings” shall be ap­
proved by the Chief Officer responsible 
or procurement at the contracting ac- 
fvuy involved. A similar approved “de- 
wrmination and findings” is required 

changes are made in the kind or 
amount of property provided or ac­
quired. However, a separate “determina­
ron and findings” is not mandatory if 
c justification of need fully supports 

Providing the property and contains the

minimum information prescribed in § 15-
60.301-2 (b). In  such case concurrences 
by the Contracting Officer and Chief Offi­
cer responsible for procurement may be 
stated on the justification of need.

(b) As a minimum, the justification of 
need and/or “the determination and 
findings” must:

(1) Identify the specific program and 
project for which the property is re­
quired.

(2) Describe the kind, quantity, and 
estimated cost (including transportation 
and installation costs) of the individual 
item of property required to be furnished 
or acquired.

(3) Explain why the property is essen­
tial for contract performance.

(4) Explain why it is in the Govern­
ment’s interest to provide the property; 
why other alternatives (e.g., renting the 
property, use of subcontractors, modifi­
cation of program/project requirements, 
procurement from another contractor, 
etc.) ; are impractical or uneconomical 
and why providing the requested prop­
erty is likely to result in lower cost to the 
Government for products delivered or 
services rendered, when all costs are con­
sidered (e.g., purchase price of the prop­
erty, transportation, modification, instal­
lation, maintenance, and administration 
costs by the contractor and the Gov­
ernment^)

(5.) identify, if known, location of the 
contractor’s facility a t which the prop­
erty will be used and the contractor’s 
personnel assigned responsibility for ac­
quisition and management of the prop­
erty.

(c) A justification of need is required 
regardless of when the need for the prop­
erty is determined; thus:

(1) A written justification of need 
must be transmitted with EPA Form 
1900.8, Procurement Request/Requisi- 
tion, whenever the program/project 
manager is aware, prior to preparation 
of EPA Form 1900.8, that it will be neces­
sary to authorize use of Government- 
owned property in contractor’s posses­
sion, furnish Government-owned prop­
erty, or allow contractor to acquire 
property at Government expense. Known 
requirements of this kind must be spe­
cified in the solicitation document as 
prescribed in Subpart 15-60.5.

(2) When the need to authorize use 
of existing Government-owned prop­
erty or to authorize the furnishing or ac­
quisition of property does not become 
known until evaluation of contractor’s 
proposals or during contract negotia­
tions, the Contracting Officer shall ob­
tain a justification of need prior to exe­
cution of the procurement contract. In 
order to maintain the integrity of the 
competitive procurement process, other 
proposers that have submitted proposals 
will be offered the opportunity to amend 
their proposals as contemplated by 
§§ 1-3.805 and 15-3.805.

(3) After award of a.contract, the Con­
tac tin g  Officer shall not authorize the 
use, furnishing, or acquisition of property 
until a justification of need is furnished 
by the Chief Officer, at Division level or 
above, responsible for management of

the program/project involved. Also, the 
Contracting Officer must insure that con­
sideration for such authorization flows 
to the Government in the form of a re­
duction in contract price/cost, payment 
of rent for use of the property, or other 
legal consideration determined to be 
adequate in terms of improved perform­
ance, increased quality, faster delivery, 
etc.
§ 15—60.301—3 Special and general pur­

pose property.
(a) Generally, only special purpose 

property (i.e., equipment and facilities 
items whose usefulness, without need for 
substantial modification, is limited to a 
particular operation or project) may be 
provided to a contractor. Standard or 
general purpose items of administrative 
equipment (.e.g., office furniture and 
equipment, cafeteria equipment, lockers, 
shelving, etc.), and technical equipment 
(e.g., laboratory furniture and fixtures, 
microscopes, oscilloscopes, gauges, etc.), 
shall be provided only when justified 
under the most exceptional circum­
stances.

(b) Items of property having a unit 
cost of less than $1,000.00 shall not be 
provided contractors except as authorized 
under contracts with:

(1) Nonprofit institutions of higher 
education or other non-profit organiza­
tions whose primary purpose is the con­
duct of scientific research;

(2) State and local Government agen­
cies; or

(3) Contractors operating a Govern- 
ment-owned plant or performing on-site 
at Government installations.
§ 15—60.301—4 Providing properly when 

disposal is limited.
(a) Nonseverable property. Nonsever- 

able property, other than foundation and 
similar improvements necessary for the 
installation of equipment, shall not be 
installed or constructed on land not 
owned by the Government, in such 
fashion as to be nonseverable, unless ap­
proved by the Director, Contracts Man­
agement Division, PM-214, or the Deputy 
Assistant Administrator for Administra­
tion, PM-21Í, in accordance with EPA 
Order 1960.1. The determination to locate 
such nonseverable property on land not 
owned by the Government shall be made 
only when all of the conditions in para­
graph (a) (1) through (4) of this section 
have been met;

(1) Consideration has been given to 
any nonrecoverable costs involved, in­
cluding transportation and installation.

(2) Consideration has been given to (i) 
locating the Government property where 
it can be segregated from existing con­
tractor-owned and Government-owned 
property and where it is readily ac­
cessible from public thoroughfares arid
(ii) obtaining a written agreement by the 
contractor on whose land the property is 
to be placed that either the Government 
or another Government contractor will 
have a right to use and operate the prop­
erty upon termination or completion of 
the work for which it was provided. (In 
cases where such an agreement is not
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obtained, the negotiation effort shall be 
documented accordingly);

(3) The contractor agrees that the 
Government (i) will have the right to 
abandon in place all nonseverable Gov­
ernment property provided and (ii) will 
not have any obligation to disassemble 
or remove the property or to restore or 
rehabilitate the premises on which the 
property is located, unless otherwise pro­
vided in the contract and approved by 
the Director, Contracts Management Di­
vision, PM-214, or the Deputy Assistant 
Administrator for Administration, PM- 
211, as required by EPA Order 1960.1 
(this approval authority shall not be 
delegated); and

(4) One of the circumstances in para­
graphs (a) (4) (i)—(iv) of this section has 
been met—

(i) .The Government obtain an option 
to acquire the underlying land; .

.(ii) The property is disposable, after 
the Government’s need therefor has 
ceased, to parties other than the con­
tractor and the Government acquires 
from the owner a right to retain title and 
to dispose o f all facilities it has con­
structed, without regard -to the laws of 
real property in the jurisdiction in which 
the facility is located. Such right of 
disposition must be unencumbered, and 
will be evidenced by written agreement 
or other legal instrument signed by the 
contractor or other owner of the real 
property;

(iii) The contractor agrees in writing 
that he will purchase the property upon 
the termination or completion of the 
contract under which the property is 
provided, or within a specified reason­
able time thereafter, .at a price to be 
determined by appraisal, or at a price 
equal to the acquisition cost of the prop­
erty less depreciation at the rate or rates 
specified in the contract (which rate 
or rates shall take into account the esti­
mated useful life of the property) or 
for the Bcrap and salvage value of the 
property if it is determined that the 
estimated useful life of the property will 
not extend beyond the completion of the 
work for which the property was pro­
vided. Any such purchase agreement 
must permit the Government to -credit 
any amounts due the contractor under 
the contract against the purchase price; 
or

(iv) The Deputy Assistant Administra­
tor, PM—211, specifically approves other 
provisions which he considers adequate 
to protect the interests of the Govern­
ment in regard to the property.

(b) Property subject to patent or other 
proprietary rights. If patent or other 
proprietary rights of a, contractor may 
restrict the disposal of Government 
property, the condition in either para­
graph (a) (4) (ii) or (iii) of this section 
shall be satisfied before such ^property 
is provided.
g 13—60.301—5 Changing Government 

property to be provided.
Increases in the amount of Govern­

ment property specified in ;a contract 
shall be matte under the contract 
“Changes” clause by issuance of an ap­

propriate Change Order or Supplemental 
Agreement. Such increases shall be made 
only When approved in  accordance with 
the policies prescribed in this Subpart 
15-60.3 and when the Government re­
ceives adequate consideration therefor. 
Unilateral decreases in or substitutions 
for the Government property specified 
in a contract to be provided by the Gov­
ernment may be ordered by the Con­
tracting Officer pursuant to the Govern­
ment Property clause incorporated into 
the contract.
§ 15—60.301—6 Contract schedule arti­

cles.
(a) General. Whenever a contractor is 

authorized to acquire property at Gov­
ernment expense, is furnished Govern­
ment-owned property, or is authorized 
to use Government-owned property in 
his possession, such property will be 
identified, as specifically as possible, in 
the contract Schedule and the appropri­
ate Government Property clause pre­
scribed in Subpart 15-60.7 will be in­
cluded in the contract. Also, the Sched­
ule will include the appropriate Article 
prescribed in § 15-60.301-6 (b).

tb) Contract Schedule Articles. CD 
When property is to be acquired or 
fabricated by a contractor, the esti­
mated cost of such property and the 
following Article will be included in the 
Contract Schedule:
Property 'T o Be Acquired or Fabricated 

(1973)
Subject to the approval of the Contract­

ing Officer, the Contractor may acquire or 
fabricate (the property listed below) (the 
property listed In Appendix “A,” attached

- hereto and made a part hereof) . The Gov­
ernment will reimburse the Contractor for 
the cost of such property as determined 

. allowable by the Contracting Officer in ac­
cordance with Bart 1—15 of the Federal 
Procurement Regulations as in effect on the 
date of this contract. The Contractor shall 
have no obligation to acquire or fabricate 
property and the Government shall have 
no obligation to reimburse any amount 
far such property in  excess of 'the total

- estimated cost of such property set forth in 
thi« Schedule, unless this contract is 
amended to increase such amount. All prop­
erty acquired or fabricated, for which the 
contractor is reimbursed, shall be subject to 
the provisions o f the Government Property 
clause of this contract.

(2) If a  procurement contract is ne­
gotiated on the basis that Government- 
owned property will be provided the 
Contractor, the following Article will be 
included in the contract Schedule. If the 
Government is to pay the cost of trans­
portation and installation of such prop­
erty the Schedule will so state. The 
dollar value of each item of property 
listed will be. shown.

Government-F urnished Property ( 1973)
The terms and conditions of this contract 

are based on the Government furnishing the 
property (listed below) (listed in Appendix 
“A” attached hereto and made a part hereof). 
Title to property furnished shall remain in 
the Government and is subject to the provi­
sions Of the Government Property clause of 
this contract. The Contractor is authorized 
1® use (the Government-owned property, (on

a no-charge basis) (at the rental rates speci­
fied herein), in performance of this contract.

(3) The following Article will be in­
cluded in the contract Schedule when a 
Contractor is authorized to use Govern­
ment property in his possession. Also, the 
appropriate Government Property clause 
prescribed in Subpart 7 of this Part 15- 
60 must be incorporated into the pro­
curement contract. The dollar value of 
each item of property listed will be shown 
and if the Government is to pay the cost 
of installing or modifying such property 
the Schedule will so state.

U se op Government Property in 
Contractor’s Possession (1973)

The Contractor is authorized to use in per­
formance of this contract, (on a no-charge 
basis) (ait the rental rates specified herein), 
the Government property (listed below) 
(listed In Appendix “A” attached hereto and 
made a part hereof),, provided to him under 
(thiscontract) (the following contracts:)

(4) The following Article will be in­
cluded in all contracts under which the 
Contractor must pay rent for use of 
Government-owned property:

Use and Charge
(a) Subject to the payment of a rental’ 

therefor, the Contractor may use In the per­
formance of this contract the property speci­
fied in the Schedule or authorized in writing 
by the Contracting Officer. The amount of 
rental to be paid for the right to use the 
property under this paragraph (a) shall be 
determined in accordance with the foUowing 
procedures:

(1) The following bases are or shall be 
established in writing for the rental compu­
tation prescribed in paragraph (a)(2) below 
in advance of any use of the property under 
this paragraph:

(1) The rental rates for the right to use 
the property shall be those set forth in para­
graph (e) below.

(ii) The cost of the property shall be the 
total cost to the Government, as determined 
by the Contracting Officer of each item of 
property, including the cost of transportation 
and installation, if such costs are borne by 
the Government.

(iii) For the purpose of determining the 
amount of rental due under paragraph (a)
(2) below, the rental period shall be not less 
than one (1.) month nor more than six (6) 
months, as may be mutually agreed to.

(iv) For the purpose of computing any 
credit under paragraph (a) (2) below, the 
measurement unit for determining the 
amount of use of the property by the Con­
tractor shall be hours of actual use, direct 
labor hours, or any other measurement unit 
which will result in an equitable apportion­
ment of the rental charge, as may be mu­
tually agreed to.

(2) The Contractor shall compute the 
amount of rentals to be paid for each ren 
period, using the bases established pursu _ 
to paragraph (a) (1) above. The rental ra 
shall be applied to the cost of such of 
property as may have been authorized for 
in advance pursuant to this paragraph ( )> 
for each rental period. The full charge 
each rental period, so determined, sha“ . 
reduced by a credit In the amount 01 
rental as would otherwise be properly auoc» 
hie to work with respect to which the
the property without charge is authorise«. 
Such credit shall be computed by nnuttP\ y 
ing the full rental for the rental *Peri<~  7 of 
fraction whose numerator is the amo 
use of the property by the Contr^tor 
out charge during such period, an
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denominator is the. total amount of us© of 
the property by the Contractor during such 
period.

(3) The Contractor shall submit to the 
Contracting Officer within ninety (90) days 
after the close of each rental period a 
written statement of the use made of the 
property by the Contractor and the rental 
due the Government hereunder, and shall 
make available such records and data as are 
determined by the Contracting Officer to be 
necessary to verify the information con­
tained in the statement.

(4) If the Contractor fails to submit the 
statement within the prescribed ninety (90) 
day period, the Contractor shall be liable for 
the full rental for the period in question, 
subject to the exception stated in subpara­
graph (5) below.

(5) If the Contractor’s failure tb submit 
the statement within thp prescribed ninety 
(90) day period arose out of causes beyond 
the control and without the fault or negli­
gence of the Contractor, the Contracting 
Officer shall grant to the Contractor in writ­
ing a reasonable extension of time in which 
to make such submission.

(b) Unless otherwise authorized in writ­
ing by the Contracting Officer, the Contrac­
tor shall use the property only in perform­
ance of contracts and subcontracts of the 
Environmental Protection Agency.

(c) Concurrently with the submission of 
the written statement prescribed by para­
graph (a) (3) above, the Contractor shall 
pay the rental due the Government under 
this Article by check made payable to the 
Treasurer of the United States. Each check 
shall be mailed or delivered to the Contract­
ing Officer. Receipt and acceptance by the 
Government of the Contractor’s checks pur­
suant to this paragraph shall constitute an 
accord and satisfaction of the final amount 
due the Government hereunder unless the 
Contractor is notified in writing within one- 
hundred-eighty (180) days following such 
receipt that the amount received is not re­
garded by the Government as the final 
amount due.

(d) If the Contractor uses any item of 
the property without authorization, the 
Contractor shall be liable for the full 
monthly rental, without credit, for such 
item for each month or part thereof in 
which such unauthorized use occurs: Pro­
vided, however, that the Director, Contracts 
Management Division, PM-214, may, in writ­
ing. waive the Contractor’s liability for such 
unauthorized use if he determines that the 
Contractor exercised reasonable care to pre­
vent such unauthorized use. In this latter 
event, the Contractor shall be liable only

ne rental that would otherwise be due 
KblS Artlcle- Th® acceptance of any 

rental by the Government hereunder shall
1 ?e Ponstrued as a waiver or relinquish- 

r . of any rights it may have against the 
Rowing out of the Contractor’s 

S ^ i 1Zed Use of the Property or any
ini tn H11̂ ® to Perf°rm this contract accord- “g to its terms.
uid* 3J1® following rental rates shall be
evaluation1 iw *  te, ^  be charged, or an 
c°mput<x£ factor (equivalent to rent) is

iniP Z V ™  and land Preparation, build- 
staiiiiH)Uddln® installations, and land in- 

o T ; .a „fair 611(1 reasonable rental «ed on sound commercial practice;
tod facimi«?frS°?al Property (equipment 
less M W  not oovered in (1) above; not 
like Droned Pr.evailing commercial rate for 
suchPm £ .̂y\. “  any» or in the absence of 
of the less than two Percent (2%)
test ¿Lii!m«,y?lue per “““ th for electroniceq pment and automotive equipment;
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and not less than one percent (1%) of the 
dollar value per month for all other property 
and equipment.

(5) When a Contractor is permitted 
to authorize his subcontractors to use 
Government property in the subcontrac­
tor’s possession, on a no-charge basis, 
the following Article will be included in 
the contract Schedule:
Use of Government P roperty by Sub­

contractors (1973)
(a) The following subcontractors having. 

Government-owned property provided under 
the contracts set forth below, in effect on 
the date of this contract, are authorized to 
use such property on a no-charge basis for 
the subcontract items listed below, and the 
subcontract shall so provide:

Subcontractor Contract Subcontract 
No. item

(b) If the Contractor enters into other 
subcontracts with subcontractors who have 
Government-owned property provided to 
them under contracts which provide that no­
charge use may be authorized, the Contract­
ing Officer may authorize the use of such 
property on a no-charge basis: Provided:

(1) He determines that such use will not 
give the subcontractor a favored competitive 
position; and

(2) This contract is amended to reflect ade­
quate consideration to the Government for 
the use of such property on a no-charge 
basis. Such subcontracts shall specifically au­
thorize the no-charge use, and require the 
■written approval of the- Contracting Officer. 
No modification to this contract will be re­
quired, as provided in (2) above, if the Con­
tracting Officer determines that an elimina­
tion of charge for use of sbch property will, 
of itself, result in an adequate decreased cost 
to the Government under this contract.

(c) If the Government-owned property 
provided to the Contractor or any subcon­
tractor hereunder on a no-charge basis are 
increased or decreased or do not remain avail­
able during the performance of this contract, 
or if any change is made in the terms and 
conditions under which they are made avail­
able, such equitable adjustments as may be 
appropriate will be made in the terms of this 
contract, unless suph increase or decrease 
was contemplated in the establishment of the 
price of this contract or a subcontract.

(d) The Contractor agrees that he will not 
directly or indirectly, through overhead 
charges or otherwise, include in the price of 
this contract, or seek reimbursement under 
this contract for, any rental charge paid by 
the Contractor for the use on other contracts 
of the property referred to herein. Any sub­
contract hereunder which authorizes the 
subcontractor to use Government property 
on a no-charge basis shall contain a provi­
sion to the same effect as this paragraph (d ).

Subpart 15—60.4-^-Use and Charges 
§ 15—60.400 Scope o f subpart.

This subpart deals with the author­
ity for a contractor or subcontractor to 
use Government property and the charge 
for such use.
§ 15—60.401 General.

Authority for a contractor to use Gov­
ernment property must be granted by 
the Contracting Officer responsible for
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the contract under which the property 
is accountable and the contract file must 
be documented accordingly. If use with­
out charge is granted, the contract file 
must be documented with a description 
of the consideration to the Government 
for such “no-charge” use and the Article 
prescribed in § 15-60.301-6(b) (3) must 
be included in the contract Schedule. 
The Article prescribed in § 15-60.301-6
(b) (3) and the “Use and Charges” Ar­
ticle set out in § 15-60.301 (b) (4) will be 
included in all contracts involving Gov­
ernment property when rent is charged 
for such use.
§ 15—60.402 Use without charge.

(a) A contractor may use Government 
property without charge in the perform­
ance of:

(1) Prime contracts which specifically 
authorize use without charge, and

(2) Subcontracts of any tier if the 
Contracting Officer having cognizance 
over the prime contract concerned has:

(i) Determined that the Government 
will receive adequate consideration, and

(ii) Authorized use without charge by:
(a) Including such authorization in 

the prime contract;
(5) Approving a subcontract specifi­

cally authorizing such use; or
(c) By otherwise approving such use 

in writing.
(b) A prime contractor may authorize 

subcontractors to use Government prop­
erty in the subcontractor’s possession, 
on a no-charge basis, when (1) the 
price or fee of the prime contract is ne­
gotiated with the specific understanding 
that the use of property by subcontrac­
tors on a no-charge basis will be per­
mitted in the performance of specific 
subcontracts with specific subcontractors 
and (2) the “Use of Government Prop­
erty by Subcontractors” clause, pre­
scribed in § 15-60.301-6(5), is included 
in the prime contract Schedule.
§ 15—60.403 Rent.

(a) The following rental rates shall be 
used when rent is to be charged or an 
evaluation factor (equivalent to rent) is 
computed:

(1) For land and land preparation, 
buildings, building installations, and land 
installations, a fair and reasonable rent­
al based on sound commercial practice;

(2) For personal property (equipment 
and facilities) not covered in (1) above 
not less than the prevailing commercial 
rate for like property, if any, or in the 
absence of such rate, not less than two 
percent (2%) of the dollar value for 
electronic test equipment and automotive 
equipment; and not less than one per­
cent (1%) of the dollar value per month 
for all other property and equipment.

Subpart 15—60.5 Competition
§ 15—60.500 Scope o f  subpart.

This subpart sets forth guidance de­
signed to preclude one prospective con­
tractor from receiving a competitive ad­
vantage over others when Government 
property is provided.
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§ 15-60 .501  General.
I t  is incumbent upon the Contracting 

Officer to insure that genuine competi­
tion prevails and that adequate con­
sideration flows to the Government 
whenever and however Government 
property is to be provided a contractor 
for contract performance. Willingness 
and ability to provide all resources nec­
essary for contract performance should 
be an important factor in evaluating 
competitive contractors.
§ 15—60.502 Solicitation documents.

Contracting. Officers shall make cer­
tain that solicitation documents:

(a) Require prospective contractors to 
specify additional facilities and equip­
ment which must be acquired for con­
tract performance, the estimated. cost 
of individual items, and whether acqui­
sition of such property will be financed 
by the prospective contractor or whether 
the Government will be requested to 
provide the required items.

(b) Explain whether it is the Gov­
ernment’s intention to provide property, 
when it is known prior to solicitation 
that contract performance will require 
additional facilities or equipment.

(c) Require prospective contractors 
to:

(1) List items (including dollar value) 
of Government-owned property in their 
possession which they propose to use In 
performance of the prospective contract;

(2) Identify the contract or other in­
strument under which the property is 
accountable; and

(3) Present written permission to use 
such property in the performance of the 
prospective EPA contract from the Gov­
ernment Contracting Officer having cog­
nizance of the property.

(d) Include a statement that the user 
will assume all costs related to making 
the property available for use (e.g., 
transportation, installation, rehabilita­
tion, modification, etc.), unless, the Gov­
ernment is to assume such costs.

(e) Include a statement which ex­
plains the consideration to be given Gov- 
enment property during evaluation of 
bids and proposals. This is to insure that 
all prospective bidders and offerors 
understand that Government property 
will be an important consideration In 
evaluating their bids and proposals.
§ 15-60 .503  "Evaluation o f  bids and pro­

posals.
The following policy shall be consid­

ered during evaluation of bids and pro­
posals:

(a) In a competitive procurement, a 
prospective contractor provided Govern­
ment property or authorized to use Gov­
ernment-owned property in his posses­
sion receives some degree of competitive 
advantage. When evaluating bids and 
proposals, such an advantage must be 
precluded through use of an equalizing 
factor in establishing the competitive 
range for negotiation and in arriving at 
the lowest bid. Any equitable equalizing 
factor may be used; e.g., rent equivalent, 
value of property, depreciation, etc.

(h) Government property to be fur­
nished or acquired need not be assigned 
a  weighted factor or criterion for evalu­
ating bids and proposals. However, the 
evaluation narrative shall explain the 
importance that was placed upon Gov­
ernment property in  rating and ranking 
bids and proposals.

(c) If a contractor is to be allowed to 
retain Government property at contract 
completion, the bid or proposal price shall 
be increased by an evalution factor 
equivalent to:

(1) The cost to be reimbursed by the 
Government for property acquired at 
Government expense; and

(2) The current dollar value (cost less 
depreciation) of Government-furnished 
property.

Subpart 15 -6 0 .6 — Administration of 
Government Property

§ 1 5 -60 .600  Scope o f  subparl.
This subpart sets forth policy and pro­

cedures governing administration of Gov­
ernment-furnished property and prop­
erty acquired by Contractors at Govern­
ment expense for performance of EPA 
contracts.
§ 15—60.601 General.

(a) Responsibility within EPA for ad­
ministering Government property in a 
contractor’s possession rests primarily 
with EPA Property Administrators and 
is defined in an “Agreement of Under­
standing Covering Contract Property 
Administration” executed by the Direc­
tors of the Contracts Management' Divi­
sion, PM—214, Facilities and Support 
Services Division, PM-215, and Financial 
Management Division, PM-223.

(b) The contractor’s responsibility re­
garding the management and use of 
Government property is delineated in an 
EPA publication entitled “Guide for Con­
trol of Government Property by Con­
tractors,” instructions from EPA Prop­
erty Administrators, and as specified in 
the contract.

(c) The Contracting Officer shall fur­
nish the Property Administrator a copy 
of each contract, contract modification, 
or other written authorization to a con­
tractor which involves Government prop­
erty in any manner. Algo, the Contract­
ing Officer shall furnish the Property 
Ad m in is t ra t o r  a copy of all determina­
tions and findings which support a deci­
sion to authorize permanent improve­
ments to private property as contem­
plated in EPA Order 1960.1A.
§ 1 5 —60.602 Properly Administrator.

(a) The Property Administrator is 
the EPA “Accountable Officer” for Gov­
ernment property in a contractor’s pos­
session and maintains the official records 
of such property.

(b) EPA Property Administrators are 
appointed and assigned by the Director, 
Facilities and Support Services Division, 
PM-215.

Cc) A Property Administrator shall be 
designated as Representative of the Con­
tracting Officer for property administra­
tion for every cost-reimbursement type 
contract and for each fixed-price type

contract under which Government prop­
erty is involved. Contracting Officers shall 
designate the Property Administrator m 
the contract Schedule or by a letter of 
designation and furnish a copy to the 
Property Administrator.

(d) As the Representative of the Con­
tracting Officer the Property Adminis­
trator performs all transactions and han­
dles all matters concerning Government 
property in the contractor’s possession. * 
However, the Contracting Officer must 
execute sales contracts and determina­
tions of liability for lost, damaged, or 
destroyed Government property and will 
resolve disputes with contractors that 
cannot be settled by the Property Ad­
ministrator.

(e) The Property Administrator will 
review and determine .the adequacy of 
contractor’s property policy and proce­
dures concerning:

(1) Receiving and inspection;
(2) Accounting, control, and reports;
(3) Utilization, including reporting ex­

cess property;,
(4) Maintenance, i.e., protection, pres­

ervation, service, repair, warranties and 
guaranties, etc.

(5) Scrap and salvage of material, 
parts, etc.; and

(6) Disposal, including preparation 
for shipment and shipping procedures.
§ 15—60.603 Insurance.

Consideration will be given to requiring 
a contractor to procure and maintain in­
surance against loss of or damage to 
Government property in his possession 
whenever less than 75 percent of the total 
use of such property is for Government 
work.
§ 15—60.604 Risk o f  loss or damage lia­

bility.
When justified by the circumstances of 

a particular procurement, the contract 
may require the contractor to assume 
greater risks than those enumerated in 
the applicable “Government Property” 
clause set forth in Subpart 15-60.7. (See 
§ 15-60.102.)

Subpart 15-60.7— Contract Clauses 
§ 15—60.700 Scope o f subpart.

(a) This subpart prescribes Govern­
ment Property clauses to be used in ErA 
contracts. .

(b) As used throughout this subpan, 
the term “fixed-price contract” shall in­
clude any advertised or negotiated nxea- 
price type contract and any le 
contract which will be converted into 
fixed-price type definitive contract, nu 
shall exclude small purchases maae 
under Subparts 1-3.6 and 15-3.6.

(c) As used throughout this subpan,
the term “cost-reimbursement contract
shall include any cost-reimburseme
type contract and any letter con *
which will be converted !» a c0St 
reimbursement type definitive contract.
§ 15-60.701 G o v e r n m e n t  Property 

Clause For Fixed-Price Contracts.
(a) The following clause shall he,use 

in fixed-price contracts under which _ 
Government is to furnish or t e
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tractor is to acquire Government 
property:
Go v ern m ent  Property (F ixed-Price) (1973)

(a) Government-Furnished Property. The 
Government shall deliver to the Contractor, 
for use in connection with and under the 
tferms of this contract, the property described 
as Government-furnished property in the 
Schedule or specifications, together with such 
related data and information as the Con­
tractor may request and as- may reasonably 
he required for the intended use of such 
property (hereinafter referred to as "Gov­
ernment-furnished property"). The delivery 
or performance dates for the supplies or 
services to be furnished by the Contractor 
■under this contract are based upon the ex­
pectation that Government-furnished prop­
erty suitable for use will be delivered to the 
Contractor at the times stated in the Sched­
ule or, if not so stated, in sufficient time to 
enable the Contractor to meet such delivery 
or performance dates. In the event that 
Government-furnished property is not de­
livered to the Contractor by such time or 
times, the Contracting Officer shall, upon 
timely written request made by the Con­
tractor, make a determination of the delay, 
if any, occasioned the Contractor, and shall 
equitably adjust the contract price or de­
livery or performance dates or any other con­
tractual provisions affected by any such 
delay, in accordance with the procedures 
provided for in the clause of this contract 
entitled “Changes.” In the event that 
Government-furnished property is received 
by the Contractor in a condition not suitable 
for the intended use, the Contractor shall, 
upon receipt thereof notify the Contracting 
Officer of such fact and, as directed by the 
Contracting Officer, either (i) return such 
property at the Government’s expense or 
otherwise dispose of the property or (ii) 
effect repairs nr modifications. Upon com­
pletion of (i) and (it) above,the Contracting 
Officer upon written request of the Con­
tractor shall equitably adjust the contract 
price, or delivery or performance dates, or 
both, and any other contractual provision 
effected by the return or disposition, or the 
repair or modification in accordance with 
the procedures provided for in the clause of 
this contract entitled “Changes.” The fore­
sting provisions for adjustment are exclu­
sive and the Government shall not be liable 
to suit for breach of contract by reason of 
*ny delay in delivery of Govemment- 
ornished property or delivery of such prop­
erty in a condition not suitable for its 
intended use.
,Jk) Changes in Government-Furnished 
froperfy. (i) By notice in writing, the Con- 

ting Officer may (i) decrease the prop- 
aZ furnlslled or to be furnished by the 

under this contract, and/or (ii) 
itute other Government-owned prop- 

rJ J or Property to be furnished by the 
S ™ 6nt’ or to be acquired by the Con- 
tpftot Government, under this con­
sul o « 6 Contractor shall promptly take

as the Contracting Officer may
shinm« respect to the removal and

12? t* property covered by such notice, 
substitiu-ithe event of any decrease in or 
graph ( S , 1° J £ ° perty pursuant to para- 
Wttttrtt»-* above' °r any withdrawal of 
»nv o tw  .Use Property provided under 
the Govo-«COn*ract or lease> which property 
to makl nv^6^  had a8reed In the Schedule 
contract a+vlla!il€ for the performance of this 
bitten rcn,,« Contracting Officer, upon the 
substitution rrf °f the Contractor (or, if the 
the cost nt* ^Property causes a decrease in 
tive) shon pertormanee, on his own initla- 
provisionR aquIta^ly adJust such contractual 
substltiitjn« may be affected by the decrease, 

or withdrawal, in  accordance

with the procedures provided for in the 
"Changes” clause erf this contract.

(c) Title. Title to  aU property furnished 
by the Government shall remain in the 
Government. In order to define the obliga­
tions of the parties under this clause, title 
to  each item of property acquired by the 
Contractor for the Government pursuant to 
■this contract shall pass to and vest in the 
Government when its use in the performance 
of contract commences, or upon payment 
therefor by the Government whichever is 
earlier, whether or not title previously vested. 
-All Government-furnished property, together 
with all property acquired by the Con­
tractor, title to which vests in the Govern­
ment under this paragraph, is subject to the 
provisions of this clause and is hereinafter 
collectively referred to as “Government 
Property.” Title to the Government property 
shall not be affected by the incorporation or 
attachment thereof to any property not 
owned by the Government, nor shall such 
Government property, or any part thereof, 
be or become a fixture or lose Its Identity as 
personalty by reason of affixation to any 
realty.

<The following paragraph shall toe sub­
stituted for paragraph (c) above when 
the contract is with an educational 
institution.)

(c) Title. Title to all property furnished by 
the Government shall remain in the Govern­
ment. Title to all property purchased for the 
conduct of research by the Contractor, with 
the prior approval of the Contracting Officer, 
shall be vested in the Contractor without 
further obligation to the Government except 
as provided below, unless it is determined by 
the Contracting Officer that such vesting is 
not in furtherance of the objectives of the 
Government or unless there Is not proper au­
thority to vest title in the Contractor. Such 
title shall be vested in the Contractor upon 
acquisition of the property or as .soon as 
feasible thereafter provided that:

(i) The Contractor shall not under any 
Government contract, or subcontract there­
under, charge for any depreciation, amortiza­
tion, or use of such property.

(ii) At any time prior to twelve (12) 
months after completion or termination of 
the contract, the Contracting Officer reserves 
the right to require the Contractor to trans­
fer title to property costing $1,000.00'or more 
per unit to the Government or to a third 
party named by tffie Contracting Officer.

(Ill) The Contractor shall, at the end of 
the calendar year, and within thirty (30) 
days after completion of the contract, fur­
nish the Contracting Officer a list of all prop­
erty where title is vested in the Contractor. 
I f  no such property has vested, the report 
shall so state.
All Government furnished property, together 
with all property title to which vests in the 
Government under this clause, is subject to 
the provisions of this clause and is herein­
after collectively referred to as “Government 
Property.” Title to the Government property 
shall not be affected by the incorporation or 
attachment thereof to any property not 
owned by the Government; nor shall such 
Government property, or any part thereof, be 
or become a fixture or lose its identity as 
personalty by reasons of affixation to any 
realty.

(d) Property Administration. The Con­
tractor agrees to maintain and administer 
a  property control system in accordance with 
EPA publication “Guide for Control of 
Government Property by Contractors,” in 
affect as of the date of this contract, sup­
plied by the Government. While the Con­
tractor is responsible for the Government 
property (Government furnished and Con-

tractor acquired), the Government will 
maintain the .official accountability records.

(e) Use of Government Property. The 
Government property shall, unless otherwise 
provided herein or approved by the Con­
tracting Officer, be used only for the per­
formance of this contract.

(f) Maintenance and Repair of Govern­
m ent Property. The Contractor shall main­
tain and administer, in accordance with 
sound industrial practice, a program for the 
maintenance, protection and preservation of 
Government property until disposed of by 
the Contractor in accordance with this 
clause. In the event that any damage occurs 
to Government property the risk of which 
has been assumed by the Government under 
th is contract, the Government shall replace 
such items or the Contractor shall make such 
repair of the property as the Government di­
rects: Provided, however, that if the Con­
tractor cannot effect such repair within the 
time required, the Contractor shall dispose 
of such property in the manner directed by 
the Contracting Officer. The contract price 
includes no compensation to the Contractor 
for the performance of any repair or replace­
m ent for which the Government is responsi­
ble, and an equitable adjustment will be 
made in any contractual provisions affected 
by such repair or replacement of Govern­
ment property made at the direction of the 
Government, in accordance with the pro­
cedures provided for in the “Changes” clause 
of this contract. Any repair or replacement 
for which the Contractor is responsible under 
the provisions of this contract shall be ac­
complished by the Contractor at his own 
expense.

(g) Risk of Loss. Unless otherwise provided 
in this contract, the Contractor assumes the 
risk of, and shall be responsible for, any loss 
•of or damage to Government property pro­
vided under this contract upon its delivery to 
him or upon passage of title thereto to the 
Government as provided in paragraphic) 
hereof, except for reasonable wear and tear 
and except to the extent' that such property 
is consumed in the performance of this con­
tract.

(h) Access. The Contractor agrees to make 
available to the Contracting Officer, at all 
reasonable times, at the office of the Con­
tractor, all its property records under this 
contract, and the Government shall at all 
reasonable times have access to the premises 
where any of the Government property is 
located for the purpose of inspecting the  
'Government property.

(i) Final Accounting and Disposition of 
Government Property. Upon the completion 
of this contract, or at such earlier dates as 
may be fixed by the Contracting Officer, the 
Contractor shall submit to the Contracting 
Officer in a form acceptable to him, inven­
tory schedules covering all items of the Gov­
ernment property not consumed in the per­
formance of this contract, or not theretofore 
delivered to the Government, and shall de­
liver oy make such other disposal of such 
Government property as may be directed or 
authorized by the Contracting Officer. The 
n et proceeds of any such disposal shall be 
credited to the cost of the work covered by 
the contract or shall be paid in such man­
ner as the Contracting Officer may direct. 
T he foregoing provisions shall apply to scrap 
from Government property: provided, how­
ever, that the Contracting Officer may 
authorize or direct the Contractor to omit 
from such inventory schedules any scrap 
consisting of faulty castings or forgings, 
for cutting and processing waste, such as 
■chips, cuttings, borings, turnings, short 
ends, circles, trimmings, clippings, and rem­
uants, and to dispose of such scrap in 
accordance with the Contractor’s normal
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practice and account therefor as a part of 
general overhead or other reimbursable cost 
in  accordance with the Contractor’s estab­
lished accounting procedures.

(j) Restoration of Contractor’s Premises 
and Abandonment. Unless otherwise provided 
herein, the Government:

(i) may abandon any Government property 
in  place, and thereupon all obligations of the 
Government regarding such abandoned prop­
erty shall cease; and

(ii) has no obligation to the Contractor 
with regard to the disassembly or removal of 
the property or to the restoration or reha­
bilitation of the Contractor’s premises, 
neither in case of abandonment (paragraph 
(j) (i) above), disposition on completion of 
need or of the contract (paragraph (i) 
above), nor otherwise, except for restoration 
or rehabilitation costs caused by removal of 
Government property pursuant to paragraph 
(b) above.

(k) Communications. All communications 
Issued' pursuant to this clause shall be in 
writing.

(b) Contracts with educational insti­
tutions and contracts requiring cost and 
pricing data. Substitute the following 
paragraph (g) for paragraph (g) of the 
Government Property clause set out in 
paragraph (a) of this section for (1) 
negotiated fixed-price contracts with 
educational institutions and (2) other 
negotiated fixed-price contracts when 
the contract price is not based on ade­
quate price competition, established 
catalog or market prices of commercial 
items sold in substantial quantities to 
the general public, or the prices are set 
by law or regulations:

vg/ Risk °f Loss. (1) The Contractor shall 
not be liable for any loss of or damage to the 
Government property, or for expenses inci­
dental to such loss or damage except that the 
Contractor shall be liable for any loss or dam­
age to Government property provided under 
the contract upon its delivery to him or pas­
sage of title to the Government as provided 
in paragraph (c) above (including expenses 
incidental thereto):

(i) Which results from willful misconduct 
or lack of good faith on the part of any of 
the Contractor’s directors or officers, or on 
the part of his managers, superintendents, or 
other equivalent representatives who have 
supervision or direction of all or substantially 
all of the Contractor’s business, or all or sub­
stantially all of the Contractor’s operations 
at any one plant, laboratory, or separate loca­
tion in which the contract is being per­
formed;

(ii) Which results from a failure on the 
part of the Contractor, due to the willful mis­
conduct or lack of good faith on the part of 
any of his directors, officers, or other rep­
resentatives mentioned in paragraph (g) (1) 
(i) above;

(A) To maintain and administer, in ac­
cordance with sound business practice, the 
program for maintenance, repair, protection 
and preservation of Government property as 
required by paragraph (f) hereof, or to take 
all reasonable steps to comply with any ap­
propriate written direction of the Contract­
ing Officer under paragraph (f) hereof; or

(B) To establish, maintain and administer, 
in accordance with (d) above, a system for 
control of Government property;

(ill) For which the Contractor is otherwise 
responsible under the express terms of the 
Clause or clauses designated in the Schedule;

(iv) Which results from a risk expressly 
required to be insured under some other pro- 

* vision of this contract, or of the schedules or

task orders thereunder, but only to the extent 
of the insurance so required to be procured 
and maintained or to the extent of insurance 
actually procured and maintained, whichever 
is greater; or

(v) Which results from a risk which is 
in  fact covered by insurance or for which 
the Contractor is otherwise reimbursed, but 
only to the extent of such insurance or re­
imbursement.
Any failure of the Contractor to act, as pro­
vided in paragraph (g)(1)(H ) above, shall 
be conclusively presumed to be a failure re­
sulting from willful misconduct, or lack of 
good faith on the part of such directors, of­
ficers, or other representatives -mentioned in 
paragraph (g) (1) (i) above, if the Contractor 
is notified by the Contracting Officer by reg­
istered or certified mail, addressed to one of 
Such directors, officers or other representa­
tives, of the Government’s disapproval, with­
drawal of approval or nonacceptance of the 
Contractor’s program or system. In such 
event, it  shall be presumed that any loss or 
damage to Government property resulted 
from such failure. The Contractor shall be 
liable for such loss or damage unless he can 
establish by clear and convincing evidence 
that such loss or damage did not result from 
his failure to maintain an approved program 
or system, or occurred during such time as an 
approved program or system for control of 
Government property was maintained.
If more than one of the above exceptions 
shall be applicable in any case, the Contrac­
tor’s liability under any one exception shall 
not be limited by any other exception.

(2) The Contractor represents that he is 
not including in the price hereunder, and 
agrees that he will not hereafter include in 
any price to the Government, any charge or 
reserve for insurance (including self-insur­
ance funds or reserves) covering loss or de­
struction of or damage to the. Government 
property, except to the extent that the risk of 
loss is imposed on the Contractor under Para­
graph (g)(1) (iii) above, or insurance has 
been required under paragraph (g) (1) (iv) 
above.

(3) Upon the happening of loss or destruc­
tion or damage to any Government prop­
erty, the Contractor shall notify the Con­
tracting Officer thereof and shall take all 
reasonable steps to protect the Government 
property from further damage, separate the 
damaged and undamaged Government prop­
erty, put all the Government property in the 
best possible order, and furnish to the Con­
tracting Officer a statement of:

(i) The lost, destroyed, and damaged 
Government property;

(ii) The time and origin of the loss, de­
struction, or damage;

(iii) All known interests in commingled 
property of which the Government property 
is a part; and

(iv) The insurance, if any, covering any 
part of or interest in such commingled prop­
erty.
The Contractor shall be entitled to an equi­
table adjustment in the contract price for 
the expenditures made by him in performing 
his obligations under this paragraph (g )(3 ).

(4) With the approval of the Contracting 
Officer after loss or destruction of or damage 
to Government property, and subject to such 
conditions and limitations as may be im­
posed by the Contracting Officer, the Con­
tractor may, in order to minimize the loss to 
the Government or in order to permit re­
sumption of business or the like, sell for the 
account of the Government any item of 
Government property which has been dam­
aged beyond practicable repair, or which is 
so commingled or combined with property of 
others, including the Contractor, that 
separation is impracticable.

(5) Except to the extent of any loss or de­
struction of or damage to Government prop­
erty for which the Contractor is relieved of 
liability \inder the foregoing provisions of 
this clause, and except for reasonable wear 
and tear or depreciation, or the utilization of 
the Government property in accordance with 
the provisions of this contract, the Contrac­
tor assumes the risk of, and shall be respon­
sible for, any loss or destruction of or dam­
age to the Government property, and such 
property (other than that which is permitted 
to be sold) shall be returned to the Govern­
ment in as good condition as when received 
by' the Contractor in connection with this 
contract, or as repaired under paragraph (f) 
above.

(6) In the event the Contractor is reim­
bursed or compensated for any loss or de­
struction of or damage to the Government 
property, he shall equitably reimburse the 
Government. The Contractor shall do noth­
ing to prejudice the Government’s rights to 
recover against third parties for any such 
loss, destruction or damage and, upon the re­
quest of the Contracting Officer, shall at the 
Government’s expense, furnish to the Gov­
ernment all reasonable assistance and co­
operation (including assistance in the 
prosecution o f suit and the execution of 
instruments of assignment in favor of the 
Government) in obtaining recovery.
§ 15—60.702 Government properly clause 

for cost-reimbursement contracts.
The following clause shall be used in 

cost-reimbursement contracts (except 
those with educational or other nonprofit 
institutions and State and local Govern? 
ments when no payment of fee is con­
templated) under which the Government 
is to furnish or the Contractor is to ac­
quire Government property:
Government Property (C ost-R eimburse­

m en t) (1973)
(a) Government-Furnished Property. The 

Government shall deliver to the Contractor, 
for use in connection with and under the 
terms of this contract, the property de­
scribed as Government-furnished property 
in the Schedule or specifications, together 
with such related data and information as 
the Contractor may request and as may 
reasonably be required for the intended us 
of such property (hereinafter referred to 
“Government-furnished property”) . The e- 
livery or performance dates for the supp 
or services to be furnished by the 
tractor under this contract are based °h 
expectation that Government-fmnis 
property suitable for use will be den 
to the Contractor at the times stated 
the Schedule or, if not so stated, in su®c . 
time to enable the Contractor to m eet s t 
delivery or performance dates. In tne 
that Government-furnished property is 11 
delivered to the Contractor by s'1®*1 
times, the Contracting Officer , JL.
timely written request made by the Co t  ̂
tor, make a determination of th ’
any, occasioned the Contractor a 
equitably adjust the estimated cos  ̂ ^  
fee, or delivery or performance dates, 
of them, and any other contractual P 
sions affected by any such de y, for 
cordance with the procedures p entitled 
in t u  clause of ^  »*'
“Changes.” In the event that con-
furnished property is received by tw
tractor in a condition not su upon
intended use, the Contractor sham ofB.
receipt thereof notify the Con t&e
cer of such fact ■*»
Contracting Officer, either (i) ^  0r
property at the Governments exp
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otherwise dispose, of the property or (ii) ef­
fect repairs or modifications. Upon comple­
tion of (i) or (ii) above, the Contracting 
Officer upon written request of the Con­
tractor shall equitably adjust the esti­
mated costs, fixed fee, or delivery or 
performance dates, or all "of them, and 
any other contractual provision effected 
by th e  return or disposition, or the re­
pair or modification in accordance with 
the procedures provided for in the clause 
of this contract entitled “Changes.” The 
foregoing provisions for adjustment are 
exclusive and the Government shall not be 
liable to suit for breach of contract by rea­
son of any delay in delivery of Government- 
furnished property or delivery of such prop­
erty in a condition not suitable for its 
intended use.

(b) Changes in Government-Furnished 
Property. (1) By notice in writing, the Con­
tracting Officer may (i) decrease the prop-, 
erty furnished or to be furnished by the 
Government under this contraot, and/or 
(ii) substitute other Government-owned 
property for property to be furnished by 
the Government, or to be acquired by the 
Contractor for the Government, under this 
contract. The Contractor shall promptly 
take such action as the Contracting Officer 
•may direct with respect to the removal and 
shipping of property covered by such 
notice.

(2) In the event of any decrease in or 
substitution of property pursuant to para­
graph (b)(1) above, or any withdrawal of 
authority to use property provided under 
any other contract or lease, which prop­
erty the Government had. agreed in the 
Schedule to make available for the per­
formance of this contract, the Contracting 
Officer, upon the written request of the 
Contractor (or, if the substitution of prop­
erty causes a decrease in the cost o f  per­
formance, on his own initiative), shall equi­
tably adjust such contractual provisions as 
may be affected by the decrease, substi­
tution or withdrawal, in accordance with 
the procedures provided for in  the “Changes” 
clause of this contract.

(c) Title. Title to all property furnished 
by the Government shall remain in the Gov­
ernment. Title to all property purchased by 
the Contractor, for the cost of which the 
Contractor is entitled 'to be reimbursed 
as a direct item of cost under this contract, 
shall pass to and vest in the Government 
upon delivery of such property by the 
vendor. Title to other property, the cost of 
which is reimbursable to the Contractor 
unaer the contract, shall pass to and vest 

the Government upon (t) issuance for 
use of such property in the performance on 

contract, or (it-) commencement of 
Processing or use of such property in the 
penonnance of this contract, or (ill) re- 
“"Ursementoi bhe cost thereof by the Gov- 

eat In whole or in part, whichever first 
Government-furnished property, 

Cnn*^ aU property acquired by the 
t>m»«rac!'0r’ which vests in the Gov-
th» ®n*.urider this paragraph, is subject to 
aft*?107« i0D8 of this clause and is herein- 

c°Hectively referred to as “Govern- 
Z L ? ro?erty-” Title to  the Government 
Dorati Sha11 not 1)6 affected by the incor- 
ertv n**01 attachment thereof to any prop- 
shaii *”med the Government, nor 
thereof k a °vernment property, or any part 06 or become a fixture or lose its 
tion 11  °r Personalty by reason of affixa- n «> any realty.

¡̂t1? ! iollowing para^raPh shall be sub- 
k il*«? for ic) a*>ove when the contract 

an educational institution.)

(c) Title. Title to all property furnished 
by the Government shall remain in the Gov­
ernment. Title to all property purchased for 
the conduct of research by the Contractor, 
with the prior approval of the Contracting 
Officer, shall be vested in the- Contractor 
without further obligation to the Govern­
ment except as provided below, unless it is 
determined by the Contracting Officer that 
such vesting is not in furtherance of the ob­
jectives of the Government or unless there 
is not proper authority to vest title in the 
Contractor. Such title shall be vested in the 
Contractor upon acquisition of the property 
or as soon as feasible thereafter provided 
that:

(I) The Contractor shall - not under any 
Government contract, or subcontract there­
under, charge for any depreciation, amortiza­
tion, or use of such property.

(II) At any time prior to twelve (12) 
months after completion or termination of 
the contract, the Contracting Officer reserves 
the right to require the Contractor to trans­
fer title to property costing $1,000.00 or more 
per unit to the Government or to a third 
party named by the Contracting Officer.

(iff) The Contractor shall, at the end of 
the calendar year, and within thirty (30) 
days after completion of the contract, furnish 
the Contracting Officer a list of all property 
where title is vested in the Contractor. If no 
such property has vested, the report shall so 
state.
All Government furnished property, together 
with all property title to which vests in the 
Government under this clause, Is subject to 
the provisions of this clause and is herein­
after collectively referred to as “Government 
Property.” Title to the Government property 
shall not he affected by the incorporation or 
attachment thereof to any property not 
owned by the "Government, nor shall such 
Government property, or any part thereof, be 
or become a fixture or lose Its Identity as 
personalty by reasons of affixation to any 
realty.

(d) Property Administration. The Con­
tractor agrees to maintain and administer 
a property control system In accordance with 
EPA publication “Guide for Control of Gov­
ernment Property by Contractors,” in effect 
as of the date of this contract, supplied "by 
the Government. While the Contractor is 
responsible for the Government Property 
(Government furnished and Contractor ac­
quired), the Government will maintain the 
official accountability records. For Govern­
ment furnished property and Contractor 
acquired property to which the Government 
takes title.

(e) XJse of Government Property. The 
Government property shall, unless otherwise 
provided herein or approved by the Contract­
ing Officer, be used* only for the performance 
of this contract.

(f) Maintenance and Repair of Govern­
ment Property. The Contractor shall main­
tain and administer, in accordance with 
sound business practice, a program for the 
maintenance, repair, protection, and preser­
vation of Government property so as to 
assure its full availability and usefulness tor 
the performance of this contraot. The Con­
tractor shall take all reasonable steps to 
comply with all appropriate directions or 
instructions which the Contracting -Officer 
may prescribe as reasonably necessary for the 
protection and disposition of Government 
property.

(g) Risk of Loss. (1) The Contractor shall 
not he liable for any loss of or damage to the 
Government property, or for expenses inci­
dental to such loss or damage, except that 
the Contractor shall be responsible for any 
such loss or damage (including expenses 
incidental thereto):

(i) Which results from willful misconduct 
or lack of good faith on the part of any one 
of the Contractor’s directors or officers, or on 
the part of any of his managers, superin­
tendents, or other equivalent representatives, 
who has supervision or direction of—

(A) All or substantially all of the Con­
tractor’s business: or

(B) All or substantially all of the Con­
tractor’s operations at any one plant or sep­
arate location, in which this contract is 
being performed; or

(u) A separate and complete major in­
dustrial operation in connection with the 
performance of this contract;

(ii) Which results from a failure on the 
part of the Contractor, due to the willful 
misconduct or lack of good faith on the part 
of any of his directors, officers, or other 
representatives mentioned in paragraph
(g ) (1) (i) above—

(A) To maintain and administer, In ac­
cordance with sound business practice, the 
program for utilization, maintenance, re­
pair, protection and preservation of Govern­
ment property as required by paragraph (f) 
hereof, or to take all reasonable stens to 
comply with any appropriate written direc­
tion of the Contracting Officer under para­
graph (f ) hereof; or

(B) To establish, maintain and admin­
ister, in accordance with fd) above, a system 
for control of Government property;

(iff) For which the Contractor is other­
wise responsible under the express terms of 
the clause or clauses designated in the 
Schedule;

(iv) Which results from a risk expressly 
required to be insured under this contract, 
but only to the extent of the insurance so 
required to he procured and maintained, 'or 
to the extent of insurance actually procured 
and maintained, whichever is greater; or

(v) Which results from n  risk which is In 
fact covered by insurance or for which the 
Contractor is otherwise reimbursed, "but only 
to the extent of such insurance or 
reimbursement.

(2) If more than one of the above excep­
tions shall be applicable in any case, the 
»Contractor’s liability under any one excep­
tion shall not be limited by any other ex­
ception. The Contractor shall obtain the 
approval of the Contracting Officer prior to  
transferring any Government property to  a 
subcontractor. I f  the Contractor transfers 
Government property to the possession and 
control of a subcontractor, the transfer shall 
not affect the liability of the Contractor for 
loss or destruction of or damage to  the 
property as set forth above. However, the 
Contractor shall require the subcontractor to 
assume the risk of, and be responsible for, 
any loss or destruction of or damage to the  
property while in the latter’s possession -or 
control, except to the extent that the sub­
contract, with the prior approval of the Con­
tracting Officer, provides for the relief of the  
subcontractor from such liability. In the 
absence of such approval, the subcontract 
shall contain appropriate provisions requir­
ing the return of all Government property in 
as good condition as when received, except 
for reasonable wear and tear or for the utili­
zation of the property in accordance with the 
provisions of the prime contract.

(3) The Contractor shall not be reim­
bursed for, and shall not Include as an Item 
of -overhead, the cost of insurance, or any 
provision for *  reserve, covering the risk of 
loss of or damage to the Government prop­
erty, except to the extent that the Govern­
ment may have required the Contractor to 
carry such insurance under any other pro­
visions of this contract.

(4) Upon the happentng'of loss or destruc­
tion  of or damage to the Government prop-
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erty, the Contractor shall notify the Con­
tracting Officer thereof, take all reasonable 
steps to protect the Government property 
from further damage, separate the damaged 
and undamaged Government property, put 
all the Government property in the best 
possible order and furnish to the Contracting 
Officer a statement of—

(i) The lost, destroyed and damaged Gov­
ernment property;

(ii) The time and origin of the loss, de­
struction or damage;

(iii) All known interests in commingled 
property of which the Government property 
is a part; and

(iv) The insurance, if any, covering any 
part of or interest in such commingled 
property.
The, Contractor shall make repairs and ren­
ovations of the damaged Government prop­
erty or take such other action, as the Con­
tracting Officer directs.

(5) In the event the Contractor is in­
demnified, reimbursed, or otherwise com­
pensated for any loss or destruction of or 
damage to the Government property, he shall 
use the proceeds to repair, renovate or re­
place the Government property involved, or 
n*»g.n credit such proceeds against the cost 
of the work covered by the contract, or shall 
otherwise reimburse the Government, as 
directed by the Contracting Officer. The Con­
tractor shall do nothing to prejudice the 
Government’s right to recover against third 
parties for any such loss, destruction, or 
damage and, upon the request of the Con­
tracting Officer, shall, at the Government’s 
expense, furnish to the Government all rea­
sonable; assistance and cooperation (includ­
ing the prosecution of suit and the execution 
of instruments of assignment in favor of the - 
Government) in obtaining recovery. In addi­
tion, where the subcontractor has not been 
relieved from liability for any loss or destruc­
tion of or damage to Government property, 
the Contractor shall enforce the liability of 
the subcontractoirior such loss or destruc­
tion of or damage to the Government prop­
erty for the benefit of the Government.

(h) Access. The Contractor agrees to make 
available to the Contracting Officer, at all 
reasonable times, at the office of the Con­
tractor, all its property records under this 
contract, and the Government shall at all 
reasonable times have access to the premises 
where any of the Government property is 
located.

(i) Final Accounting and Disposition of 
Government Property. Upon the completion 
of t.viin contract, or at such earlier dates as 
may be fixed by the Contracting Officer, the 
Contractor shall submit to the Contracting 
Officer in a form acceptable to him, inventory 
schedules covering all items of the Govern­
ment property not consumed in the perform­
ance of. this contract, or not theretofore de­
livered to the Government, and shall deliver 
or make such other disposal of such Govern­
ment property as may be directed or au­
thorized by the Contracting Officer. The net 
proceeds of any such disposal shall be credited 
to the cost of the work covered by the con­
tract or shall be paid in such manner as the 
Contracting Officer may direct. The fore­
going provisions shall apply to scrap from 
Government property; provided, however, 
that the Contracting Officer may authorize or 
direct the Contractor to omit from such 
inventory schedules any scrap consisting of 
faulty castings or forgings, or cutting and 
processing waste, such as chips, cuttings, bor­
ings, turnings, short ends, circles, trimmings, 
clippings and remnants, and to dispose of 
such scrap in accordance with the Con­
tractor’s normal practice and account there­
for as a part of general overhead or other 
reimbursable cost in accordance with the

Contractor’s established accounting proce­
dures.

(j) Restoration of Contractor’s Premises 
and Abandonment. Unless otherwise provided 
herein the Government:

(i) May abandon any Government prop­
erty in place, and thereupon all obligations 
of the Government regarding such abandoned 
property shall cease; and

(ii) Has no obligation to the Contractor 
with regard to restoration or rehabilitation 
of the Contractor’s premises, neither in case 
of abandonment (paragraph (J) (!) above), 
disposition on completion of need or of the 
contract (paragraph (i) above), nor other­
wise, except for restoration or rehabilitation 
costs caused by removal of Government prop­
erty pursuant to paragraph (b) above.

(k) Communications. All communications 
issued pursuant to this clause shall be in 
writing.

As provided in paragraph (i) of the above 
clause, the Contracting Officer may authorize 
or approve use of the Contractor’s established 
scrap disposal and accounting procedures 
whenever the amount and recoverable value 
of scrap from Government property are rel­
atively minor and the Contractor’s estab­
lished procedures for accumulating and dis­
posing of scrap and crediting the proceeds 
thereof to general overhead or other general 
cost will permit the Government to share 
^equitably in such scrap recovery through a 
reduction of overhead or other cost factor 
affecting reimbursement under the contract.
§ 15—60.703 . Government Property 

Clause for “ No-Fee” Cost-Reimburse­
ment Contracts with Educational or 
Nonprofit Institutions and State and 
Local Governments.

Cost-reimbursement contracts which 
provide only for reimbursement of cost to 
educational or nonprofit institutions and 
State and local Governments shall incor­
porate the “Government Property” clause 
prescribed in § 15-60.702, modified to 
delete all reference to fee.

[PR Doc.74-3174 Piled 2-6-74;8:45 am]

Title 42— Public Health
CHAPTER I— PUBLIC HEALTH SERVICE, 

DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE

SUBCHAPTER D— GRANTS
PART 57— GRANTS FOR CONSTRUCTION 

OF HEALTH RESEARCH FACILITIES (IN­
CLUDING MENTAL RETARDATION RE­
SEARCH FACILITIES), TEACHING 
FACILITIES, STUDENT LOANS, EDUCA­
TIONAL IMPROVEMENT AND SCHOLAR­
SHIPS

Health Professions Student Loans
In the F ederal R egister of July 12, 

1973 (38 FR 18557) the Acting Director, 
National Institutes of Health, with the 
approval of the Secretary of Health, Edu­
cation, and Welfare, proposed to amend 
Part 57 by repealing Subpart C of Part 
57 and substituting a new Subpart C in 
lieu thereof. The purpose of the proposed 
change was to implement certain statu­
tory changes made by section 105 of the 
Comprehensive Health Manpower Train­
ing Act of 1971 (P.L. 92-157).

Interested persons were afforded the 
opportunity to participate in the rule- 
making through submission of comments 
on or before August 13, 1973. No such 
comments were received. There have, 
however, been a few minor changes in

the regulations as proposed, which are 
merely technical in nature, and are self- 
explanatory.

Effective date. The regulations as set! 
forth below shall become effective on 
March 11, 1974. ,

Dated: December 26, 1973.
Charles C. Edwards, 

Assistant Secretary for Health.
Approved: February 4, 1974.

Caspar W. Weinberger,
Secretary of Health,

Education, and Welfare.
Subpart C—Health Professions Student Loans j 

Sec.
57.201 Applicability.
57302 Definitions.
57.203 Eligibility of schools.
57304 Application by school.
57.205 Agreement for Federal Capital Con­

tributions and Federal Capital 
Loans.

67.206 Allotment and payment of Federal]
Capital Contributions and Federal] 
Capital Loans.

67307 Federal Capital Loan Promissory 
Note.

57.208 Health Professions Student Loan] 
Funds. .

67309 Nondiscrimination.
57310 Eligibility and selection of health j

professions student loan recipi­
ents.

57311 Maximum amount of health pro­
fessions student loan.

57312 Evidence of student indebtedness-]
promissory note; security.

57313 Payment of health professions stu­
dent loans.

57314 Repayment and collection of health]
professions student loans. I

57.215 Cancellation of health professions]
-student loans for disability and] 
death.

57.216 Repayment or cancellation of loans]
for practice. J

67.217 Repayment of loans m ade subsequent!
to November 17, 1971, for failure! 
to complete course of study. I

57.218 Records, reports, inspection ana] 
~ audit.

57319 Additional conditions.
57.220 Noncompliance.

Authority : Sec. 215, 58 Stat. 69®> 
amended, 42 U.S.C. 216.
§ 57.201 Applicability- 

The regulations of this subpart aw 
applicable to Federal Capital Contncu i 
tions and Federal Capital Loans inafl| 
by the Secretary to public or other non j  
profit health professions schools tmaej 
Subpart I  of Part C of Title VH of tM 
Public Health Service Act (42 ubaj 
294-294f), and to loans made to stuae s] 
by such schools pursuant thereto.
§ 57.202 Definitions.

As used in this subpart, the foUo*j”l 
terms shall have the following

(a) “Act” means the Public H
Service Act, as amended. ,

(b) “Secretary” means the Sec ^  
of Health, Education, and Weff«e 
any other officer or employee of the
partment of Health, Education, ]
fare to whom the authority invo v 
been delegated.
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(c) “School” means a public or other 
nonprofit school of medicine, dentistry, 
osteopathy, optometry, podiatry, phar­
macy, or veterinary medicine which pro­
vides a course of study, or a portion 
thereof, which leads respectively, to a 
degree of doctor of medicine, doctor of 
dental surgery or an equivalent degree, 
doctor of osteopathy, doctor of optom­
etry or an equivalent degree, doctor of 
podiatry or an equivalent degree, bach­
elor of science in pharmacy or an 
equivalent degree, or doctor of veterinary 
medicine or an equivalent degree, and 
which is accredited as provided in sec­
tion 721(b) (1) (B) of the Act.

(d) “State” means a State, the Dis­
trict of Columbia, Puerto Rico or the 
Virgin Islands.

(e) “Health Professions Student Loan 
Fund or Funds” means a fund estab­
lished at a school pursuant to Subpart I 
of Part C of Title VII of the Act, either 
with Federal Capital Contributions to­
gether with Institutional Capital Con­
tributions, or with Federal Capital Loans. 
Where a school receives monies from 
both methods of payment, reference is 
made to Funds.

(f) “Federal Capital Contribution” 
means the capital portion allotted by the 
Secretary to a school for deposit in a 
Health Professions Student Loan Fund 
pursuant to section 742 of the Act.

(g) “Institutional Capital Contribu­
tion” means the money provided by a 
school, in an amount not less than one- 
uinth of the Federal Capital Contribu­
tion, and deposited in a Health Profes­
sions Student Loan Fund.

(h) “Federal Capital Loan” means a 
loan made by the Secretary to a school 
pursuant to section 744(a) of the Act, the 
proceeds of which are to be deposited by 
such school in a Health Professions Stu­
dent Loan Fund.

(i) “Health professions student loan” 
means the amount of money advanced to 
a student by a school from a Health Pro­
fessions Student Loan Fund under a 
Properly executed promissory note.

(J) “Educational loan” means a health 
Professions student loan as defined in 
Paragraph (i) of this section or the 
amount of money provided to a student 
®uer any other bona fide loan which the 
secretary determines was reasonably 
necessary for meeting the student’s costs 
w attending a school of medicine» oste- 
-Ltay> dentistry, veterinary medicine, 
Piometry, pharmacy, or podiatry, taking 

«to account the tuition, fees, books, 
equipment, living expenses and such 
mirfJ expenses as the Secretary deter- 

s were reasonably necessary to en- 
attend such school, 

dpnt «, Fldl-time student” means a stu- 
ffliinn-« 0 ls enr°Hed in a school and pur- 
a fmi HCourse °* study which constitutes 
min k e academic workload, as deter- 
SDertfi J r  • scl1001» leading to a degree

(n “tw ParaSraPh (c) of this section, 
to he a ^ „ e.apon which a student ceases 
dav fpH“tnne student” means the first 
date iitSS ̂ ^ t h  which is nearest to the 
time X 1 ^ hich he ceases to be a full- 
of tlUs section^ defiped ^  paraSraPh (k)

(m) “Academic year” means the tra­
ditional, approximately 9-month Sep­
tember to June annual session. For the 
purpose of computing academic year 
equivalents for students who, during a 
12-month period, attend for a longer pe­
riod than the traditional academic year, 
the academic year will be considered to 
be of 9 months’ duration.

(n) “Fiscal year” means the Federal 
fiscal year commencing on the first day 
of July and ending on the 30th day of 
June.

(o) “Permanently and totally dis­
abled” means the inability "to engage in 
any substantial gainful activity because 
of a medically determinable impairment, 
which impairment is expected to continue 
for a long and indefinite period of time, 
or to result in death.

(p) “Uniformed service” means the 
Army, Navy, Air Force, Marine Corps, 
Coast Guard, National Ocean Survey, 
and the U.S. Public Health Service.

(q) “National of the United States” 
‘means (1) a citizen of the United States 
or (2) a person who, though not a citizen 
of the United States, owes permanent 
allegiance to the United States (8 U.S.C. 
1101(a)(22)).

(r) “State health authority” means 
the Director of the agency responsible for 
administering or supervising the admin­
istration of the State plan for health 
services under section 314(d) of the Act.
§ 57.203 Eligibility o f  schools.

To be eligible for a Federal Capital 
Contribution or a Federal Capital Loan 
under this subpart, the applicant school 
shall meet the applicable requirements 
of sections 740(a) and 744(a) of the Act.
§ 57.204 Application by school.

(a) Each school desiring a Federal 
Capital Contribution or a Federal Cap­
ital Loan under the Act shall submit an 
application in such form and at such 
time as the Secretary may require.1 The 
application shall be executed by an offi­
cial authorized to act for the applicant 
school and to assume on behalf of the 
applicant school the obligations imposed 
by the terms and conditions of any Fed­
eral Capital Contribution or Federal Cap­
ital Loan, including the regulations of 
this subpart.

(b) Each application shall be reviewed 
to determine institutional eligibility and 
the reasonableness of the amount of 
Federal support requested. When neces­
sary to these ends, the Secretary may 
require the submission of additional data.
§ 57.205 Agreements for Federal Cap­

ital Contributions and Federal Cap­
ital Loans.

(a) Federal capital contribution 
agreements. No application for a Federal 
Capital Contribution shall be approved 
unless there is in effect an agreement be­
tween the Secretary and the applicant

'1 Applications and instructions are avail­
able from the Regional Health Manpower 
Director at the Regional Office of the De­
partment of Health, Education, and Welfare 
for the region in  which the applicant is 
located.
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school for Federal Capital Contributions 
pursuant to section 740 of the Act.

(b) Federal capital loan agreements. 
No application for a Federal Capital Loan 
shall be approved unless there is in ef­
fect an agreement between the Secretary 
and the .applicant school for Federal 
Capital Loans containing the terms re­
quired by section 744(b) of the Act and 
such additional terms and conditions, 
consistent with the applicable provisions 
of section 740 of the Act, as the Secre­
tary deems appropriate.
§ 57.206 Allotment and payment o f  

Federal Capital Contributions and 
Federal Capital Loans.

(a) Annual allotment. At a time de­
termined by him, the Secretary shall 
make allotments to each school with 
which he has entered into an agreement 
pursuant to § 57.205. If the total of the 
amounts requested for any fiscal year by 
all schools for Federal Capital Contribu­
tions and Federal Capital Loans exceeds 
the amount of Federal funds determined 
by the Secretary at the time of such al­
lotment to be available for such pur­
poses for such fiscal year, the allotment 
to each such school, whether in the form 
of Federal Capital Contributions or Fed­
eral Capital Loans or a combination of 
both, shall be reduced to whichever of 
the following is the smaller: (1) The 
amount requested in the application or
(2) An amount which bears the same 
ratio to the total amount of Federal 
funds determined by the Secretary a t the 
time of such allotment to be available 
for such fiscal year for the Health Pro­
fessions Student Loan Program as the 
number of full-time students estimated 
by the Secretary to be enrolled in such 
school bears to the estimated total num­
ber of full-time students in all such 
schools during such year. Amounts re­
maining after such allotment shall be re­
allotted in accordance with subparagraph
(2) of this paragraph among schools 
whose applications requested more than 
the amounts so allotted to them, but with 
such adjustments as may be necessary to 
prevent the total allotted to any school 
from exceeding the total requested by it.

(b) Supplementary allotment from re­
volving fund only. From funds which 
become available during any fiscal year 
for payment to schools from the revolv­
ing fund established by section 744(a) of 
the Act after the allotments pursuant to 
paragraph (a) of this section for such 
fiscal year have been made, the Secre­
tary may, in his discretion and at such 
time as he shall determine, make supple­
mentary allotments to schools with which 
he has Federal Capital Loan Agreements 
and whose requests for funds for such 
fiscal year exceed the amounts allotted 
to them pursuant to paragraph (a) of 
this section. If the total need for supple­
mentary funds exceeds the amounts de­
termined by the Secretary to be available 
for supplementary allotments, the sup­
plementary allotment to each school 
shall be reduced to whichever of the fol­
lowing is the smaller: (1) The supple­
mentary amount requested or (2) an
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amount which bears the same ratio to the 
amount determined by the Secretary to 
be available for supplementary allotment 
as the number of full-time students esti­
mated by the Secretary to be enrolled in 
such school bears to the estimated total 
number of/nll-time students enrolled for 
such year in all schools which request 
supplementary allotments. Any amounts 
remaining after such supplementary al­
lotment may be allotted among schools 
in such manner as the Secretary deter­
mines will best carry out the purposes of 
the Act.

(c) Payment. The allotment of Federal 
Capital Contributions and/or Federal 
Capital Loans to a school shall be paid 
in such amounts, at such times, and in 
such installments as will not result in 
unnecessary accumulation of money in 
any Health Professions Student Loan 
Fund.
§ 57 .207  Federal Capital Loan Promis­

sory Note.
Each Federal Capital Loan shall be 

made subject to the terms of a promis­
sory note which shall be executed by an 
authorized official on behalf of the bor­
rowing school. Each such note shall in­
clude such terms with respect to the pay­
ment of interest and the repayment of 
principal as are consistent with the pro­
visions of section 744 of the Act, and shall 
include such other terms as the Secre­
tary finds reasonably necessary *to pro­
tect the financial interests of the United 
States and to promote the purposes of 
the applicable provisions of the Act.
§ 57.208 Health Professions Student 

Loan Funds.
(a) Funds established with Federal 

Capital Contributions. Any fund estab­
lished by a school with Federal Capital 
Contributions shall be deposited and car­
ried in a special account of such school. 
There shall be in such fund at all times 
monies representing the Institutional 
Capital Contribution, equal to at least 
one-ninth of the amount of the balance 
of the Federal Capital Contributions in 
such fund.

Cl) Except for funds transferred as 
provided for in subparagraph (2) of this 
paragraph, such fond shall be used by 
such school only for (i) health profes­
sions student loans to full-time students; 
Cii) capital distribution as provided in 
section 743 of the Act or as agreed to by 
the school and the Secretary; and (iii) 
costs of litigation and, to the extent spe­
cifically approved by the Secretary, other 
collection costs that are in excess of the 
usual expenses incurred in the collection 
of health professions student loans.

(2) Not to exceed 20 per centum of the 
amount paid to any such school from 
the appropriation for any fiscal year for 
Federal Capital Contributions may be 
transferred to the sums available to the 
school for scholarship awards under sec­
tion 780 of the Act, to be used for the 
same purpose as such sums: Provided, 
however, That where the Secretary finds 
in a particular case that a school has 
demonstrated an unusual need for schol­
arship funds, he may approve the trans­

fer of an amount in excess of 20 per 
centum of the amount so paid. In the 
case of any transfer pursuant to this 
subparagraph, the proportionate amount 
of the Institutional Capital Contribution 
(i.e., one-ninth of the amount so trans­
ferred) may be withdrawn by the school 
from such fund.

(b) Funds established with Federal 
Capital Loans. Any funds established by 
a  school with Federal Capital Loans shall 
be deposited and carried in a special ac­
count of such school, and shall be used 
by such school only for Cl) health pro­
fessions student loans to fulltime stu­
dents; (2) repayments of principal and 
interest on Federal Capital Loans; and 
(3) costs of litigation and, to the extent 
specifically approved by the Secretary, 
other collection costs that are in excess 
of the usual expenses incurred in the col­
lection of health professions student 
loans.
§ 57.209 NowcRscrimmation.

(a) No eligible applicant shall be 
denied a health professions student loan 
on the grounds of sex or creed.

(b) Attention is called to the re­
quirements of section 799A of the Act • 
and the regulations issued by the Sec­
retary pursuant thereto (45 CFR Part 
S3), which together provide that the 
Secretary may not enter into a contract 
under Title VII of the Act with any 
entity unless he receives satisfactory as­
surances that the entity will not dis­
criminate on the basis of sex in the 
admission of individuals to its training 
programs.

(c> Attention is called to the require­
ments of Title VI of the Civil Rights Act 
of 1954 (78 Stat. 252; 42 U.S.C. 2000d et 
seq.) which provides that no person in 
the United States shall, on the grounds 
of race, color, or national origin, be ex­
cluded from participation in, be denied 
the benefits of, or be subjected to dis­
crimination under any program or activ­
ity receiving Federal financial assistance. 
A regulation implementing such Title VI, 
which is applicable to Federal Capital 
Contributions and Federal Capital Loans 
made under Subpart I of Part C, Title 
VII of the Act, has been issued by the 
Secretary with the approval of the Presi­
dent (45 CFR Part 80).

(d) Attention is called to the require­
ments of Title IX of the Education 
Amendments of 1972 and in particular to 
section 901 of such Act which provides 
that no person in the United States shall, 
on the basis of sex, be excluded from 
participation in, be denied the benefits 
of, car be subjected to discrimination 
under any education program or activity 
receiving Federal financial assistance.
§ 57.210 Eligibility and selection o f 

health professions student loan re­
cipients,

(a) Eligibility. Health professions 
student loans from any fund may be 

'made only to students who are:
(1) Nationals of the United States or 

permanent residents of the Trust Terri­
tory of the Pacific Islands or who are in 
the United States» Puerto Rico, the Vir-

gin Islands, or Guam for other than tem­
porary purposes and intend to become 
permanent residents thereof.

(2) Enrolled, or accepted for enroll­
ment to the school as full-time students; 
and

(3) In need of the amount of the loan 
to pursue a full-time course of study at 
the school.

Cb> Selection o f health professions 
student loan recipients and determina­
tion of need. I t shall be the responsibil­
ity of the school to select qualified ap­
plicants and to make a reasonable deter­
minations of need. In determining 
whether a student is in need of a health 
professions student loan to pursue a full­
time course of study at the school, the 
school shall take into consideration:

(1) The financial resources available 
to the student ; and

(2) The costs reasonably necessary for 
the student’s attendance at the school, 
including any special needs and obliga­
tions which directly affect the student’s 
ability to attend the school on a full­
time basis.

(c) Records &f approval or disap­
proval. The records of the school shall 
indicate the basis for approval or disap­
proval of all or any part of each student 
application for a health professions stu­
dent loam
§ 57.211 Maximum amount of health 

professions student loan.
Effective on November 18, 1971, the 

total of the health professions student 
loans made from the Fund or Funds to 
any student for an academic year may 
not exceed $3,50Q. The maximum amount 
loaned during a 12-month period to any 
student enrolled to a school which pro­
vides a course of study longer than the 
9-month academic year may be propor­
tionately increased.
§ 57.212 Evidence of student indebted­

ness— promissory note; security.
(a) Evidence of indebtedness—-promis­

sory note. Each health professions stu­
dent loan to a student from any Fund or 
Funds shall be evidenced by a promis­
sory note, executed by the stúdent bar- 
rower to such form as shall be approved 
by the Secretary. m

(1) Any substantive deviations ir®® 
the- promissory note form so approve 
shall be made only pursuant to approv 
by the Secretary prior to the making 
any loan evidenced thereby, except
a school which elects to require secur 
or endorsement to eases permitted una« 
paragraph (b> of this section *®*y 
elude a provision reflecting such 
tion without prior approval. . ,nfie

(2) Each promissory note shall mciu
a provision stating that the .he
denced thereby shall bear interest, 
unpaid balance of such loan, coaJ^e0t 
only for periods during which rep y
of the loan is; required, at the rate «  
percent per year. . hau

(3) A copy of each executed n c > _ ^  
be supplied by the school to the stud
maker thereof. _ en.

Cb) security. Neither security 
dorsement shall be required exc P
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if the borrower is a minor and if under the 
applicable State law the note executed 
by would not create a binding obli­
gation, then the school is permitted to re­
quire security or endorsement.
§ 57.213 Payment o f  health professions 

student loans.
(a) Health professions student loans 

from any Fund or Funds shall be paid 
to or on behalf of student borrowers in 
such installments as are deemed appro­
priate by the school, except that no 
school shall pay to or on behalf of any 
borrower more during any given install­
ment period (e.g., semester, term, or 
quarter) than the school determines he 
needs for such period.

(b) No payment shall be made from 
any Fund or Funds to or on behalf of any 
student borrower if a t the time of such 
payment such borrower is not a full-time 
student as defined in § 57.202(k ) .
§57.214 Repayment and collection o f  

health professions student loans.
(a) Repayment of health professions 

student loans. Subject to the provisions 
of this paragraph any health professions 
student loan, including interest accrued 
thereon, shall be repayable in equal or 
graduated periodic installments in 
amounts calculated on the basis of a 
10-year repayment period. Except as 
otherwise provided in this paragraph, 
repayment of . all such loans made after 
June 30, 1969, shall begin 1 year after 
the student ceases to be a full-time 
student.

(1) When a borrower, within such 
1-year period, reenters the same or an­
other school as a full-time student, the 
date upon which interest accrual and the 
repayment period begin shall be related 
to and determined by the date on which 
he last ceases to be a full-time student 
at any such school.

(2) The following periods shall be ex- 
j|$a£d r̂om the 10-year repayment 
Period: (i) All periods of up to a total of 
?years of active duty performed by the 
Borrower as a member of a uniformed 
service; (ii) all periods of up to a total of 
<> years of service as a volunteer under 
me Peace Corps Act; and (iii) all periods 
£*5^25®* Professional training: Pro- 
facifi' ^ at» with respect to health pro-

student loans made prior to 
18, 1971» bu  ̂ subsequent to 

S ln i0, 1969’ such Periods of advanced 
w S ?»  may not exceed a total of 5 
£ S \ ? \ 0vi ded furtKer, That, with re- 
B ?  student loans made before July 1, 
of up to a total of 5 years
Junp Professional training after
rernvmL1?69, may be excluded from such 
s S S f „ £ eri0^ where so agreed by the 
retarv made the loan and the See­
the ttiat no such case may
fessiomn Periods of advanced pro- 
reSvSfin bram.inS so excluded from the 
the datp ntPeu°cLand the Period between 
be a fun0« wblch the borrower ceases to 
which nnrtfei tu^ent told the date on 
sorv n ?nder terms of the promis- 
paymei® evtoenctog~such loan, the re- 
y e ir*  Period 18 to hegto. exceed 6 

or purposes of this subdivision

advanced professional training shall in­
clude only (i) internship and residency 
programs or (ii) full-time training be­
yond the first professional degree of at 
least 1 academic year which is provided 
by an accredited institution or an afóll­
ate thereof, and which will advance the 
borrower’s knowledge of and strengthen 
his skills in the health profession for the 
study of which he received the loan.

(3) Each student borrower may (sub­
ject to the provisions of paragraph (b) 
(3) of this section) choose the repayment 
schedule which he prefers from those in 
use by the school and approved by the 
Secretary, but a student borrower may, 
at his option and without penalty, prepay 
all or part of the principal and accrued 
interest at any time.

(b) Collection of health professions 
student loans. (1) Each school a t which 
a Fund is established shall exercise due 
diligence in the collection of all health 
professions student loans due the Fund. 
The school shall use such collection prac­
tices as are generally accepted among 
institutions of higher education and 
which are at least as extensive and effec­
tive as those used in the collection of 
other student loan accounts due the 
school.

(2) With respect to any health profes­
sions student loan made after June 30, 
1969, the school may assess a charge for 
failure of the borrower to pay all or any 
part of an installment when it is due, 
and, in the case of a borrower who is 
entitled to deferment benefits under sec­
tion 741(c) of the Act, or cancellation 
benefits or repayment under section 741 
(f) of the Act for any failure to file timely 
and satisfactory evidence of such entitle­
ment. The amount of such charge may 
not exceed $1 for the first month or part 
of a month by which such installment or 
evidence is late and $2 for each such 
month or part of a month thereafter. 
The school may elect to add the amount 
of such charge to the principal amount 
of the loan as of the first day after the 
day on which such installment or evi­
dence was due, or to make the amount 
of the charge payable to the school not 
later than the due date of the next in­
stallment after receipt by the borrower 
of notice of the assessment of the charge.

(3) With respect to any health pro­
fessions student loan made after June 30, 
1969, the school may provide that during 
the repayment period of such loan, pay­
ments of principal and interest by the 
borrower with respect to all the out­
standing loans made to him from any 
Health Professions Student Loan Fund 
shall be at a rate equal to not less than 
$15 per month.
§ 57.215 Cancellation o f  health profes­

sions student loans for disability and 
death.

(a) Permanent and total disability. 
Determinations as to whether or not a 
student borrower is entitled to a cancel­
lation of indebtedness in accordance with 
section 741(d) of the Act on the basis of 
permanent and total disability as defined 
in § 57.202(o) shall be made by the Sec­
retary on the recommendation of the 
school, to whose fund the borrower is in-

dfebted, supported by such medical cer­
tifications as the Secretary may require 
relating to the borrower’s disability.

(b) Death. The determination as to 
whether or not a student borrower is en­
titled to a cancellation of indebtedness in 
accordance with section 741(d) of the 
Act because of the death of the borrower 
shall be made by the school to which the 
borrower is indebted on the basis of a 
certification of death or such other offi­
cial proof as is conclusive under State 
law,
§ 57.216 Repayment or cancellation o f  

loans for practice.
(a) Practicing in a shortage area. (1) 

Subject to the provisions of section 741
(f) of the Act and of this paragraph, any 
person who has obtained a degree speci­
fied in § 57.202(c) and who obtained any 
educational loan as defined in § 57.202(j), 
and who enters into an agreement with 
the Secretary to spend all or substan­
tially all of his professional time (as a 
member of the National Health Service 
Corps or otherwise) for a period of a t 
least two consecutive years practicing his 
profession in, and helping to meet the 
need for professional services of the 
population of an area in a State desig­
nated under section 329(b) of the Act, or 
otherwise determined by the Secretary, 
after consultation with the State health 
authority, to have a shortage of and need 
for persons trained in his profession, is 
entitled to have a portion of such loan 
repaid by the Secretary as follows:

(1) Upon completion by the borrower 
of the first year of practice as specified 
in the agreement, the Secretary shall pay 
30 percent of the principal of, and the 
interest on, each such loan which was 
unpaid as of the date the borrower began 
such practice.

(ii) Upon completion by the borrower 
of the second year of such practice the 
Secretary shall pay another 30 percent 
of the principal of, and the interest on, 
each such loan which was unpaid as of 
the date the borrower began such 
practice.

(iii) Upon completion by the borrower 
of a third year of such practice, the Sec­
retary shall pay another 25 percent of 
the principal of, and interest on, each 
such loan which was unpaid as of the 
date the borrower began such practice.

(2) Notwithstanding the requirement 
in subparagraph (1) of this paragraph 
of completion of such practice, the Sec­
retary shall, on or before the due date 
thereof, pay any loan or loan installment 
which may fall due within the period of 
practice for which the borrower is eligible 
to receive such payments. Such payments 
will be contingent upon a declaration by 
the borrower a t such time and in such 
manner as the Secretary may prescribe 
that the borrower is then engaged in 
practice eligible for such payments and 
will continue to be so engaged for the 
period required (in the absence of this 
paragraph) to entitle the borrower to 
have such payments made: Provided,/  
That not more than 85 percent of the 
principal of any such loan which was 
unpaid on the date the borrower began
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such practice shall be paid by the Secre­
tary pursuant to this paragraph.

(3) A borrower who fails to complete 
two years of practice pursuant to the 
agreement entered into with the Secre­
tary shall be liable to reimburse the Sec­
retary for any payments made pursuant 
to such agreement.

(4) A borrower who fails to complete 
a third year of practice shall be liable 
to reimburse the Secretary for any pay­
ments made pursuant to subparagraph 
(21 of this paragraph in consideration 
of such practice.

(5) In accordance with section 741(f) 
of the Act, an area in a State, other than 
one designated under section 329(b) of 
the Act, may be determined by the Sec­
retary, after consultation with the Staté 
health authority, to have a shortage of 
and need for persons trained in the 
health professions, based upon consid­
eration of, among other pertinent fac­
tors: Ci) The latest reliable statistical 
data available to him regarding numbers 
of health professions practitioners and 
the population to be served by such 
practitioners; (ii) inaccessibility of med­
ical services to the residents of the area ; 
and (iii) particular local health prob­
lems. A list of areas in which practice 
will qualify a borrower for repayment 
under this paragraph shall be promul­
gated periodically by the Secretary and 
published in the Federal Register to­
gether with the methodology used in de­
termining such areas.

(b) Continuation of provisions for 
cancellation of loans made prior to No­
vember 18, 1971—CI) Practicing in a 
shortage area. Any person who obtained 
prior to November 18, 1971, one or more 
Joans from a  Fund or Funds established 
under Part C of Title VH of the Act, and 
who engages in the practice of medicine, 
dentistry, optometry, or osteopathy in an 
area having a  shortage of and need for 
physicians CM-D. and IXO.) , dentists, or 
optometrists and whose practice is cer­
tified by the State health authority (as 
designated for purposes of section 314(d) 
of the Public Health Service Act) as help­
ing to meet the shortage of and need for 
such professional services, shall be en­
titled, upon compliance with the statute, 
regulations, and instruction, to have 
a portion of such loans canceled as fol­
lows: 10 per centum of the total of such 
ina-ns (plus accrued interest on such 
amount) which is unpaid as of the date 
that such person’s professional services 
begin in such area, for each year of such 
practice thereafter, up to 50 per centum 
of the total of such unpaid amount, plus 
accrued interest thereon.

(i) For purposes of subparagraph Cl) 
of this paragraph, the State health au­
thority may designate as areas in the 
State in which there is a shortage of and 
need for physicians, dentists, or optom­
etrists any county (or established com­
parable political subdivision in those 
States in which there are no counties) 
in which the ratio of practicing physi­
cians, dentists, or optometrists, respec­
tively, to the most recent available esti­
mated population in the county Is lower 
than the following ratios:

Physicians (Mi), and D.O.)______ _ 1:1,500
Dentists _________________ ___ — 1:3,000
Optometrists __________ {_______  1:15,000
Provided* That the State health author­
ity may, with the approval of the Secre­
tary, designate as shortage areas: (a) 
Geographical areas other than counties 
where he finds that the use of another 
classification of areas of the State will 
better reflect the health manpower needs 
of the State as related to particular ad­
ministrative, geographical, or other fac­
tors, and (b) those counties or other 
geographical, areas in which the ratio 
of such professional personnel to popu­
lation is equal to or greater than the 
ratios specified above in special circum­
stances such as (I) inaccessibility of 
medical services to the residents of the 
area, (2) age or incapacity of profession­
als rendering service, and (3) particular 
local health problems.

(ii) For purposes of subparagraph (1) 
of this paragraph, in determining wheth­
er the practice of a physician, dentist, or 
optometrist in a shortage area helps to 
meet the shortage of and need for such 
professional services in the area, the 
State health authority shall take into 
consideration the amount of time which 
the practitioner devotes to serving the 
health needs of persons living in the 
area; the extent to which his services 
are generally available to residents of 
the area; and such other factors as will 
permit the State health authority to de­
termine that the physician, dentist, or 
optometrist is substantially helping to 
meet the shortage of and need for pro­
fessional services for residents of the 
area.

(iii> For purposes of subparagraph (1) 
of this paragraph, a year of practice in 
a shortage area means any 12-month 
period of continuous practice (a) after 
the date the person begins practice in 
such area if the area is at that time des­
ignated as an area in which there is a 
shortage of and need for physicians, den­
tists, or optometrists, or (b) after the 
date the area is designated a shortage 
area if the area was so designated sub­
sequent to the date that such person 
began practicing in such area: Provided, 
That, when an area’s designation is 
changed,' after a practitioner would oth­
erwise be eligible for cancellation of a 
portion of his loan by practicing in such 
area, so that such area is no longer a 
shortage area, sueh change in designa­
tion shall not affect the eligibility of 
such practitioner to have a portion of 
hi» loan canceled for any year in which 
he continues to practice his profession 
in such area.

(iv) For the purposes of subparagraph 
(1> of this paragraph, the State health 
authority shall certify to the Secretary 
in such form and at such times as the 
Secretary may prescribe: (a) The areas 
of his State which he has deter­
mined to be shortage areas and (b) the 
names of loan recipients whose practice 
in such areas he has determined helps 
to meet the shortage of and need for 
the designated area in accordance with 
physicians, dentists, or optometrists in 
the criteria prescribed in this paragraph.

(v) A list of areas in which practice 
will qualify borrowers for cancellation 
under the provisions of this paragraph 
will be. promulgated by the Secretary and 
published in the F ederal R egister.

(2) Practicing in a rural shortage area 
characterized by low family income. Any 
person who obtained prior to Novem­
ber 18, 1971, one or more loans from a 
C of Title VII of the Act and who en- 
Fund or Funds established under Part 
gages in the practice of medicine, den­
tistry, optometry, or osteopathy in an 
area which has been determined by the 
Secretary pursuant to this paragraph to 
be a rural shortage area characterized 
by low family income, and whose practice 
is certified by the State health authority 
pursuant to subparagraph (1) of this 
paragraph as helping to meet the short­
age of and need for such professional 
services, shall be entitled, upon compli­
ance with the statute, regulations, and 
instructions, to have a portion of such 
loans canceled as follows: 15 per centum 
of the total of such loans (plus accrued 
interest cm such amount) which is un­
paid as of the date that such person’s 
professional services begin in such area, 
for each year of such practice there­
after, up to 100 per centum of the total 
of such unpaid amount (plus accrued 
interest thereon).

(i) For purposes of subparagraph (2) 
of this paragraph, the Secretary, after 
consultation with the appropriate State 
health authority, may determine an area 
to be arural shortage area characterized 
by low family income if the area has been 
designated as a shortage area pursuant 
to, subparagraph (1) of this paragraph 
and is an area in which (a) at least 50 
per r.pnf.nm of the total population is 
rural (as determined in accordance with 
the most recent available data of the 
UJ3. Bureau of the Census) , or there is 
ho municipality of more than 10,000 pop­
ulation, and (b) a t least 30 per centum 
of all persons have an income of less 
than 125 per centum of the poverty level 
as determined in accordance withtim 
most recent available data of the U.S* 
Bureau of the Census.

(3) Nothing in this paragraph shah oe 
construed to prevent any person from 
entering into an agreement with tnfi 
Secretary under section 741 (f) of the Act 
as amended by the Comprehend 
Health Manpower Training Act oliai* 
(P i .  92-157), as provided in paragraph 
(a) of this section.
§ 57.217 Repayment of loans made sub­

sequent to November 17, lift* 
failure to complete program o t  stoay.

In  the event the Secretary undertakes 
to repay educational loans Pur??** l1ze 
section 741W  of the Act, he shaU uwj^ 
the following criteria in makmg his 
termination as to each applicants

^ S ^ A n  applicant will beconsidw-ed to 
have failed to complete the course 
study leading to his ̂ f t  prof 
gree for which an eligible edu 
ioan was made upon certification y 
health professions school that tne 
dividual ceased to be enrolled
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school subsequent to November 17, 1971;
(b) An applicant will be considered to 

be in exceptionally needy circumstances 
if, upon comparison of the income and 
other financial resources of the applicant 
with his expenses and financial obliga­
tions, the Secretary determines that re­
payment of such loan would constitute 
a serious economic burden on the appli­
cant. In making such determination the 
Secretary shall take into consideration 
the net financial assets of the applicant 
and the relationship of the income avail­
able to the applicant to the low-income 
levels published annually by the Secre­
tary pursuant to paragraph (c) of this 
section;

(c) An applicant will be considered to 
be from a low-income family if the appli­
cant comes from a family with an an­
nual income below a level based on low- 
income thresholds by family size pub­
lished by the UJ3. Bureau of the Census, 
adjusted annually for changes in the 
Consumer Price Index and multiplied by 
a factor to be determined by the Secre­
tary for adaptation to this program, and 
the family has no substantial net finan­
cial assets. Such factor and income levels 
as adjusted will be published annually 
by the Secretary in the F ederal R egis­
ter.

(d) An applicant will be,considered to 
be from a disadvantaged family if the in­
dividual comes from a family in which 
the annual income minus unusual ex­
penses which contribute to the economic 
burdens borne by the family does not ex­
ceed the low-income levels published by 
the Secretary pursuant to paragraph (c) 
of this section and the family has no sub­
stantial net financial assets;

(e) An applicant will be considered as 
not having resumed his health profes- 
SK>ns studies within two years following 
the date the individual ceased to be a 
student upon a certification so stating 
from the applicant; and

(f) An applicant will be considered as 
not reasonably expected to resume his 
health professions studies within two 
years following the date upon which he 
terminated such studies based upon con­
sideration of the reasons for the appli­
cant’s failure to complete these studies, 
»along into account such factors as 
academic, medical, or financial dif­
ficulties.
ProDidcd however, That the Secretary 
nau only repay educational loans made 
subsequent to November 17, 1971.
§57.218 Records, reports, inspection 

and audit.

FMal ^ COr(*s and sports. (1) Each 
eS ir? ? apital Contribution and Fed- 

k°an shall be subject to the 
such ^ lat tbe school shall maintain 
such ' an<* the Secretary
its paPu u S relating to the operation of 

Jprofessions Student Loan 
necessarw1̂ ’83 the Secretary may find 
the Act1̂  osrry out the purposes of 
schotf iS* regulations. Where any 
Federal * * * * * a Fund established with 
Fund Contributions and a
Loams wtai Federal Capital
for each6̂ 1̂  shaU be kept separately °r each Fund. AH records shall be re-
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tained until such time as agreed upon 
with the Secretary that there is no fur­
ther need for retention.

(2) The following individual student 
records not related to the operation of 
the Fund or Funds must be retained for 
five years after the individual student 
has ceased to be a full-time student;

(i) Approved and disapproved student 
applications for assistance;

(ii) Documentation of the financial 
need of applicants;

(iii) Reasons for approval or dis­
approval of applications; and

(iv) Such other records as the Secre­
tary may prescribe.
Such individual student records may be 
destroyed at the end of such five-year 
period, except that in all cases where 
questions have arisen as a result of Fed­
eral audit, such records shall be retained 
until resolution of all such questions.

(b) Inspection and audit. Any appli­
cation for a Federal Capital Contribu­
tion or a Federal Capital Loan shall con­
stitute the consent of the applicant 
school to inspection and fiscal audit by 
the Secretary and the Comptroller Gen­
eral of the United States or any of their 
duly authorized representatives of the 
fiscal and other records of the applicant 
school which relate to such Contribution 
or Loan.
§ 57.219 • Additional conditions.

The Secretary may with respect to any 
agreement entered into with any school 
pursuant to § 57.205, impose additional 
conditions prior to or a t the time of any 
award when in his judgment such con­
ditions are necessary to assure or protect 
advancement of the purposes of the 
agreement, the interest of the public 
health or the conservation of funds 
awarded.
§ 57.220 Noncompliance.

Whenever the Secretary finds that a 
participating school has failed to comply 
with the applicable provisions of the Act 
or the regulations of this subpart, he 
may, on reasonable notice to the school 
withhold further payments of Federal 
Capital Contributions or Federal Capital 
Loans, and tatfee such other action, in­
cluding the termination of any ari -ee-,. 
ment, as he finds necessary to carry out 
the purposes of the applicable provisions 
of the Act and regulations. In such case 
no further expenditures shall be made 
from the Health Professions Student 
Loan Fund or Funds involved until the 
Secretary determines that there is no 
longer any such failure of compliance.
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PART 57— GRANTS FOR CONSTRUCTION 
OF HEALTH RESEARCH FACILITIES (IN­
CLUDING MENTAL RETARDATION RE­
SEARCH FACILITIES), TEACHING 
FACILITIES. STUDENT LOANS, EDUCA­
TIONAL IMPROVEMENT AND SCHOLAR­
SHIPS

Financial Distress Grants to Health 
Professions Schools

In  the F ederal R egister o f June 14, 
1973 (38 FR 15628) the Acting Director,
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National Institutes of Health, with the 
approval of the Secretary of Health, Edu­
cation, and Welfare proposed to amend 
Part 57 by adding thereto a new Subpart 
M to implement section 773 of the Pub­
lic Health Service Act (42 U.S.C. 295f-3) 
which authorizes the Secretary of Health, 
Education, and Welfare to make grants 
to assist public or nonprofit private 
schools of medicine, osteopathy, dentis­
try, optometry, podiatry, pharmacy, or 
veterinary medicine which are in serious 
financial straits to meet their cost of 
operation in the fiscal year in which the 
grant is sought, or which have special 
need for financial assistance to meet 
accreditation requirements.

Interested persons were afforded the 
opportunity to participate in the rule- 
making through submission of comments 
on or before July 16, 1973. No such com­
ments were received. The only substan­
tive change in the regulations as pro­
posed concerns the record retention 
policy (§ 57.2214(a)) which, as modi­
fied, will be governed by the relevant 
provisions of 45 CFR Part 74.

Effective date. The regulations as set 
forth below shall become effective March 
If, 1974.

Dated December 26, 1973.
Charles C. Edwards, 

Assistant Secretary for Health.
Approved February 4, 1974.

Caspar W. W einberger,
Secretary.

Subpart M— Financial Distress Grants to Health 
Professions SchoolsSec.

57.1201
57.1202
57.1203
57.1204
57.1205
57.1206
57.1207
57.1208
57.1209
57.1210
57.1211

57.1212
57.1213

Applicability.
Definitions.
Uigibility.
Application.
Assurances required.
Grant awards.
Payments.
Expenditure of grant funds. 
Nondiscrimination.
Accountability.
Records, reports, inspection, and 

audit.
Additional conditions.
Early termination and withholding  

of payments.
Authority:—Sec. 215, 58 Stat. 690, as 

amended (42 U.S.C. 216); sec. 773, 85 Stat. 
446 (42 U.S.C. 295f—3).
§ 57.1201 Applicability.

The regulations in this subpart are 
applicable to the award of grants pur­
suant to section 773 of the Public Health 
Service Act (42 U.S.C. 295f-3) to assist 
schools of medicine, osteopathy, den­
tistry, veterinary medicine, optometry, 
pharmacy, and podiatry which are in 
serious financial straits to meet their 
cost of operation or which have special 
need for financial assistance to meet 
accreditation requirements. ~
§ 57.1202 Definitions.

As used in this subpart:
(a) “Act” means the Public Health 

Service Act, as amended.
(b) "Secretary” means the Secretary 

of Health, Education, and Welfare and 
any other officer or employee of the De­
partment of Health, Education, and
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Welfare to whom the authority involved 
has been delegated.

(c) “School” means a public or other 
nonprofit school of medicine, dentistry, 
osteopathy, optometry, podiatry, phar­
macy, or veterinary medicine which pro­
vides a course of study or a portion . 
thereof leading respectively to a degree 
of doctor of medicine, doctor of dental 
surgery or an equivalent degree, doctor 
of osteopathy, doctor of optometry or 
an equivalent degree, doctor of podiatry 
or an equivalent degree, bachelor of 
science in pharmacy or equivalent de­
gree, or doctor of veterinary medicine 
or an equivalent degree, and which is 
accredited as provided in section 775
(b) (2) of the Act.

(d) “Council” means the National Ad­
visory Council on Health Professions 
Education (established by section 725 of 
the Act).

(e) “Fiscal year” means the Federal 
fiscal year beginning July 1 and ending 
the following June 30.

(f) “Construction” means (1) the con­
struction of new buildings or the expan­
sion or acquisition of existing buildings 
(including related costs such as archi­
tect’s fees, acquisition of land, offsite im­
provements, and the initial equiping of 
such buildings); and (2) the remodeling, 
alteration and repair of existing build­
ings.
§ 57*1203 Eligibility.

To be eligible for a financial distress 
grant under section 773 of the Act the 
applicant shall:

(a) Be a school as defined in § 57.1202
(c) with operating income insufficient to 
meet ito cost of operation in the fiscal 
year in which the grant is sought, or 
which has special need for financial as­
sistance to meet accreditation require­
ments. A school is considered to have 
such “special need” for financial assist­
ance if accreditation requirements can­
not be met within the school’s operating 
income; and

(b) Be located in a State, the District 
of Columbia, Puerto Rico, the Virgin Is­
lands, the Canal Zone, Guam, American 
Samoa, or the Trust Territory of the 
Pacific Islands.
§ 57.1204 Application. -

(a) Each school desiring a financial 
distress grant shall submit an applica­
tion in such form and at such time as the 
Secretary may require.1 Such application 
shall be executed by an individual au­
thorized to act for the applicant and to 
assume on behalf of the applicant the 
obligations imposed by the terms and 
conditions of any award, including the 
regulations of this subpart.

(b) The application shall state the pur­
pose for which the application is made 
and shall include a narrative of the man­
ner in which the applicant intends to 
utilize funds awarded in accordance with

1 Applications and instructions are avail­
able from the Regional Health Manpower 
Director at the Regional Office of the Depart­
ment of Health, Education, and Welfare for 
the region in which the project to be con­
ducted is located.

this subpart and a proposed plan to 
eliminate the need for support under this 
subpart.
§ 57.1205 Assurances required.

(a) Pursuant to section 773(d) of the 
Act, the applicant shall submit an as­
surance satisfactory to the Secretary that 
the applicant will expend in carrying out 
its functions as a school during the fiscal 
year for which the grant is sought, an 
amount of non-Federal funds (excluding 
costs of construction as defined in § 57.- 
1202(f)) at least as great as the average 
amount of non-Federal funds (excluding 
expenditures of a nonrecurring nature, 
including costs of construction as defined 
in § 57.1202(f)) expended for this pur­
pose during the 3 fiscal years immedi­
ately preceding such fiscal year. The de­
termination of the average amount of 
non-Federal funds expended by a new 
school during this 3-year period shall be 
the average for such of the 3 preceding 
years as expenditures were actually made 
in carrying out the functions of the 
school: Provided, however, That the Sec­
retary may, after consultation with the 
Council, waive the above requirement 
with respect to any school if he deter­
mines that the application of such re­
quirement to such school would be in­
consistent with the purposes of section 
773 of the Act.

(b) The Secretary may in individual 
cases require additional assurances 
where he finds that such additional as­
surances are necessary to carry out the 
purposes of section 773 of the Act.
§ 57.1206 Grant awards.

(a) Within the limits of funds avail­
able for such purpose, the Secretary, 
after consultation with the Council, may 
award a financial distress grant to assist 
any applicant with operating income in­
sufficient to meet its costs of operation 
in the fiscal year in which the grant is 
sought, or which has special need for 
financial assistance to meet accreditation 
requirements taking into consideration, 
among other pertinent factors:

(1) The extent to which the school is 
either in serious financial straits and 
unable to meet its cost of operation or 
ba» special need for financial assistance 
to meet accreditation problems;

(2) The alternatives available to the 
school to meet its need for financial as- 
sistance *

(3) The actions which the applicant 
has taken, or proposes to take, to amelio­
rate the problem;

(4) The merit of the applicant’s pro­
posed plan to eliminate the long-range 
need for support under this program; 
and

(5) The causes of the school’s finan­
cial distress.

(b) Any grant under this subpart shall 
be made upon such terms and conditions 
as the Secretary determines to be reason­
able and necessary to carry out the pur­
poses of the grant including require­
ments, where applicable, that the school 
agree (1) to disclose any financial infor­
mation or data deemed by the Secretary 
to be necessary to determine the sources 
or causes of that school’s financial dis­
tress; (2) to conduct a comprehensive

cost analysis study in cooperation with 
the Secretary; and (3) to carry out ap­
propriate operational and financial re­
forms on the basis of information ob­
tained in the course of the comprehensive 
cost analysis study or on the basis of 
other relevant information.

(c) The amount of any award shall be 
determined by the Secretary on the basis 
of his estimate of the sum necessary to 
carry out the purposes of the appli­
cant’s approved plan: Provided, however, 
That grant awards to meet costs of oper­
ation of a school shall not exceed die 
funds necessary to  meet the school’s an­
ticipated deficit through June 30 of the 
year in which the grant is sought.

(d) All grant awards shall be in writ­
ing, shall set forth the amount of funds 
granted and the period for which such 
funds will be available for obligation by 
the grantee.

(e) Neither the approval of any appli­
cation nor the award of any grant shall 
commit or obligate the United States in 
any way to make any additional, supple­
mento!, or other award with respect to 
any approved plan or portion thereof.
§ 57.1207 Payments.

The Secretary shall from time to time 
make payments to a grantee of all or a 
portion of any grant award, either in 
advance or by way of reimbursement..
§ 57.1208 Expenditure o f grant funds.

(a) Grant funds awarded to schools for 
the purpose of meeting costs of operation 
may be expended for such costs in ac­
cordance with the applicable provisions 
of the Act, the regulations of this sub­
part and the terms and conditions of the 
award for any purpose necessary to re­
duce or remove the operating deficit 
through June 30 of the year in which the 
grant is sought, including the liquidation 
of obligations incurred either by the 
grantee or parent institution prior to the 
date of the grant award to the extent 
such obligations were incurred for costs 
properly considered regular operating 
costs of the school: Provided, fMwevtr» 
That such funds shall not be expenaea 
for (1) construction as defined w 
§ 57.1202(f) (except that, grant funas 
may be used for alteration and renova­
tion) ; (2) student aid; and (3) depreci­
ation, amortization, or use charges, su 
funds will be available for a fixed^noa 
set forth on the grant award statement
based upon the Secretary’s estimate
the time necessary to permit the sc 
to utilize the grant funds in reducing 
removing the current deficit. .

(b) Grant funds awarded to schoo 
for the purpose of meeting accremta . 
requirements shall be expended 
for carrying out the school’s a p p r .  
plan in accordance with the appU , 
provisions of the Act, the régulât _ 
this subpart, the terms and conditions

»The Department of Health, EdM anual 
and Welfare Grants Administration » g 
is avaUable for public inspection and W # 
at the Departments’ and regionalo»0® ^  
formation centers listed in 45 C . t'en(jent 
may be purchased from the Sup p^m g  
of Documents, U.S. Government Prm 
Office, Washington, D.C. 20402.
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the award and the applicable portions of 
the Department of Health, Education, 
and Welfare Grants Administration 
Manual; * Provided however, That grant 
funds may only be used to pay direct 
costs. Such funds will be available for 
obligation through the end of the fiscal 
year following the fiscal year in which 
the grant is sought.

(c) Any unobligated grant funds re­
maining in the grant account a t the end 
of the period of fund availability (as set 
forth in paragraphs (a) and (b) of this 
section) shall be refunded to the Federal 
Government.
§ 57.1209 Nondiscrimination.

(a) Attention is called to the require- 
ments of section 799A of the Act and to 
45 CFR, part 83, which together provide 
that the Secretary may not make a grant, 
loan guarantee, or interest subsidy pay­
ment under title VH of the Act to, or for 
the benefit of, any entity unless he re­
ceives satisfactory assurance that the 
entity will not discriminate on the basis 
of sex in the admission of individuals to 
its training programs.

(b) Attention is called to the require­
ments of title VI of the Civil Rights 
Act of 1964 (78 Stat, 252, 42 U.S.C. 
2000d et seq.) which provides that no 
person in the United States shall, on the 
grounds of race, color, or national origin, 
be excluded from participation in, be 
denied the benefits of, or be subjected to 
discrimination under any program or 
activity receiving Federal financial as­
sistance. A regulation implementing such 
title VI, which is applicable to grants 
made under this subpart, has been issued 
by the Secretary with the approval of 
the President (45 CFR, part 80).

(c) Attention is also called to the re­
quirements of title IX of the Education 
Amendments of 1972 and in particular 
to section 901 of such Act which provides 
that no person, shall, on the basis of 
sex, be excluded from participation in, 
be denied the benefits of, or be subjected 
to discrimination under any education 
Program or activity receiving Federal 
financial assistance.

(d) Grant funds used for alteration 
or renovation shall be subject to thecon- 
rntion that the grantee shall comply with 
i iL /equirements of Executive Order 
¡1246 30 FR 12319 (Sept. 24, 1965), as 
«mended, and with the applicable rules, 
regulations, and procedures prescribed 
Pursuant thereto.
§ 57.1210 Accountability.

(a) Accounting for grant award pay- 
ro^iS‘~LAn P^ments made by the Sec- 

shah be recorded by the grantee 
rpn̂ !i0Un*ing records separate from the 

0i 8,11 other funds, including 
With „̂ enved from other grant awards, 
shnii respec* to each award the granteeMatt wcouai for the sum total of ^
m aki^ PaiM by Presenting or otherwise 
tothQO available evidence satisfactory 
mePti®el retajy of expenditures for costs 

the requirements of this subpart. 
Accounting for equipment under 

mee^ accreditation require- 
S' ^  used in this section, the term

“equipment” means an article of prop­
erty procured or fabricated which is com­
plete in itself, is of a durable nature, and 
has an expected service life of more than 
1 year. Equipment on hand on the date 
of termination for which accounting is 
required in accordance with the proce­
dures set forth in chapter 1-410-50 of 
the "Grants Administration Manual” 
shall be identified and reported by the 
grantee in accordance with such pro­
cedures and be accounted for by one or a 
combination of the following methods, 
as determined by the Secretary:

(1) Retention of equipment for other 
health projects.—Equipment may be 
used, without adjustment of accounts, 
for other grant-supported activities 
(whether or not federally supported) 
within the scope of the applicable provi­
sions of- the Act, and no other accounting 
for such equipment shall be required: 
Provided, however, (i) That during such 
period of use no charge for depreciation, 
amortization or for other use of the 
equipment shall be made against any ex­
isting or future Federal grant or con­
tract, and (ii) if within the period of its 
useful life, the equipment is transferred 
by sale or otherwise for use outside the 
scope of section 773 of the Act, the Fed­
eral portion of the fair market value 
at the time of transfer shall be refunded 
to the Federal Government.

(2) Sale or other disposition of equip­
ment, crediting of proceeds or value.— 
The equipment may be sold by the 
grantee and the net proceeds of sale cred­
ited to the grant account for grant- 
related use, or they may be used or dis­
posed of in any manner by the grantee 
by crediting to the grant account the 
Federal share of the fair market value on 
the termination date. To the extent 
equipment purchased from grant funds 
is used for credit or trade-in on the pur­
chase of new equipment, the accounting 
obligation shall apply to the same ex­
tent to such new equipment.

(3) Return or transfer of equipment.— 
The equipment may be returned to the 
Federal Government by the grantee, or 
in accordance with the provisions of 
chapter 1-410-50B of the Grants Admin­
istration Manual may be transferred to 
another grantee.

(c) Accounting for grant-related in­
come.—(1) Interest.—Pursuant to sec­
tion 203 of the Intergovernmental Coop­
eration Act of 1968 (42 U.S.C. 4213), a 
State will not be held accountable for in­
terest earned on grant funds pending 
their disbursement for grant purposes. A 
State, as defined in section 102 of the 
Intergovernmental Cooperation Act of 
1968, means any one of the several States, 
the District of Columbia, Puerto Rico, 
any territory or possession of the United 
States, or any agency or instrumental­
ity of a State, but does not include the 
governments of the political subdivisions 
of the State. All grantees other than a 
State, as defined in this subsection, must 
return all interest earned to the Federal 
Government.

(2) Grant-related income.—Grant-re­
lated income earned by the grantee shall 
be disposed of in accordance with one of

the alternatives specified in chapter 1-420 
of the Grants Administration Manual as 
determined by the Secretary in the grant 
award.

(d) Grant closeout.—(1) Date of final 
accounting.-—A grantee shall render, 
with respect to each approved project, a 
full account, as provided herein, as of 
date of the termination of grant support. 
The Secretary may require other special 
and periodic accounting.

(2) Final settlement,—There shall be 
payable to the Federal Government as 
final settlement with respect to each 
grant the total sum of (i) any amount 
not accounted for pursuant to paragraph 
(a) of this section; (ii) any credits for 
equipment on hand as provided in para­
graph (b) of this section; (iii) any credits 
for earned interest pursuant to para­
graph (c)(1) of this section, and (iv) any 
other settlements required pursuant to 
paragraph (c)(2) of this section. Such 
total sum shall constitute a debt owed by 
the grantee to the Federal Government 
and shall be recovered from the grantee 
or its successors or assigns by set off or 
other action as provided by law. '
§ 57.1211 Records, reports, inspection, 

and audit.
(a) Records and reports.—The rele­

vant provisions of Subpart D of 45 CFR 
Part 74 establishing uniform administra­
tive requirements for the retention and 
custody of records shall be applicable to 
all grants awarded pursuant to this 
subpart.

(b) Inspection and audit.—Any appli­
cation for a grant award under this sub- 
part shall constitute the consent of the 
applicant to inspections of the facilities, 
equipment, and other resources of the 
applicant at reasonable times by the Sec­
retary and the Comptroller General of 
the United States or any of their duly 
authorized representatives and to inter­
views with the principal staff members 
and students to the extent that such re­
sources, personnel, and students are, or 
will be involved in the activity. In addi­
tion, the acceptance of any grant award 
under this subpart shall constitute the 
consent of the grantee to inspections and 
fiscal audits by such persons of the sup­
ported activity and of progress and fiscal 
records relating to the use of grant funds.
§ 57.1212 Additional conditions.

The Secretary may, with respect to 
any grant award, impose additional con­
ditions prior to or a t the time of any 
award when, in his judgment, such con­
ditions are necessary to assure or pro­
tect advancement of the approved activ­
ity, the interests of the public health or 
the conservation of grant funds.
§ 57.1213 Early termination and with­

holding o f  payments.
Whenever the Secretary finds that a 

grantee has failed in a material respect 
to comply with the applicable provisions 
of the Act, the regulations of this sub­
part, or the terms of the grant, he may 
on reasonable notice to the grantee, with­
hold further payments, and take such 
other action, ineluding the termination
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of the grant, as he finds appropriate to 
carry out-the purposes of the applicable 
provisions of the Act and regulations. 
Noncancelable obligations of the grantee 
properly incurred prior to the receipt of 
the notice of termination will be honored. 
The grantee shall be promptly notified 
of such termination in writing and 
given the reasons therefor.
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PART 57— GRANTS FOR CONSTRUCTION 
OF HEALTH RESEARCH FACILITIES (IN­
CLUDING MENTAL RETARDATION RE­
SEARCH FACILITIES), TEACHING 
FACILITIES, STUDENT LOANS, EDUCA­
TIONAL IMPROVEMENT AND SCHOLAR­
SHIPS

Loan Guarantees and Interest Subsidies 
To Assist in Construction of Nurse Train­
ing Facilities
In  the F ederal R egister of May 24, 

1973 (38 FR 13654) the Acting Director, 
National Institutes of Health, with the 
approval of the Secretary of Health, 
Education, and Welfare, proposed to 
amend Part 57 by adding thereto a new 
Subpart X governing loan guarantee and 
interest subsidy agreements made pur­
suant to section 809 of the Public Health 
Service Act.

Interested persons were afforded the 
opportunity to participate in the rule- 
making through submission of comments 
on or before June 25,1973. No such com­
ments were received.

There have been however, several 
changes made in the regulations as pro­
posed, a number of which, notably in 
§ 57.1714(a), are editorial and techni­
cal in nature and have been made in 
the interest of clarity. Three of the 
changes, however, are substantive in 
nature.

The first appears in § 57.1705(a) (1) 
which, as modified, will require that with 
respect to other than interim facilities 
the title assurance period shall not be 
less than 20 years or the term of the 
guaranteed loan. This modification was 
necessary in order to assure that the ap­
plicant will have sufficient title to the site 
to allow him to use it for the purposes 
for which constructed during the entire 
period of the Federal interest.

The second change involves the addi­
tion of three separate paragraphs to 
§ 57.1714(b), which, in sum, indicate that 
the Secretary’s obligation to make inter­
est subsidy payments ceases where the 
applicant is found to be in noncompli­
ance with either section 845 of the Pub­
lic Health Service Act, Title VI of the 
Civil Rights Act of 1964, or Title IX of 
the Education Amendments of 1972. 
Furthermore, these paragraphs state that 
the Secretary shall resume making in­
terest subsidy payments where he sub­
sequently determines that the applicant 
is again in compliance with the require­
ments of such provisions.

A third change is the addition of 
§ 57.1714(a) (6) to clarify that the Sec­
retary shall not guarantee disbursements 
made to an applicant subsequent to 
notification by the Secretary to a lender
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that the applicant has ceased to comply 
with section 845 of the Public Health 
Service Act, which prohibits discrimina­
tion on the basis of sex.

In addition, the subpart has been re­
designated subpart R and the sections 
have been renumbered accordingly.

Effective date. The regulations as set 
forth below shall be effective on Febru­
ary 7,1974.

Dated: December 26; 1973.
Charles C. E dwards, 

Assistant Secretary for Health.
Approved: February 4,1974.

C aspar W . W einberger,
Secretary of Health, Education, 

and Welfare.
Subpart R— Loan Guarantees and Interest 

Subsidiaries to Assist in Construction of 
Nurse Training Facilities

Sec.
57.1701 Applicability.
57.1702 Definitions.
57.1703 Eligibility.
57.1704 Application.
57.1705 Approval of applications.
57.1706 Priority.
57.1707 Limitations applicable to loan

guarantee.
57.1708 Amount of interest subsidy pay­

ments; limitations.
57.1709 Forms of credit and security in­
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Authority: Sec. 215, 58 Stat. 690, as 
amended (42.U.S.C. 216).
§ 57.1701 Applicability.

The regulations of this subpart are 
applicable, to loan guarantees and inter­
est subsidy payments made pursuant to 
section 809 of the Public Health Service 
Act (42 U.S.C. 296h) to assist nonprofit 
private schools of nursing which are 
eligible for construction grants under 
part A of title v m  of the Public Health 
Service Act in carrying out projects for 
construction of nurse training facilities.
§ 57.1702 Definitions.

As used in this subpart:
(a) All terms not defined herein shall 

have the same meanings as given them 
in section 843 of the act.

(b) “Act” means the Public Health 
Service Act, as amended.

(c) “Secretary” means the Secretary 
of Health, Education, and Welfare and 
any other officer or employee of the 
Department of Health, Education, and 
Welfare to whom the authority involved 
may be delegated.

(d) “Council” means the National 
Advisory Council on Nurse Training 
(established by section 841(a) of the 
act).
' (e) “Nonprofit” as applied to any 

school means one which is a corporation 
or association or is owned and operated

by one or more corporations or associ­
ations no part of the net earnings of 
which inures, or may lawfully inure to 
the benefit of any private shareholder or 
individual.
§ 5 7 .1 7 0 3  Eligibility.

(a) Eligible applicants.—In order to 
be eligible for a loan guarantee or inter­
est subsidy under this subpart, the ap­
plicant shall:

(1) Be a nonprofit private school of 
nursing, and

(2) Otherwise meet the applicable re­
quirements set forth in section 802(b) of 
the act and § 57.403 of subpart E of this 
part with respect to eligibility for grants 
for construction of nurse training 
facilities.

(b) Eligible loans.—Subject to the pro­
visions of this subpart, the Secretary 
may guarantee payment, when due, of 
principal and interest on, or may pay 
interest subsidies with respect to, or 
may both guarantee and pay interest 
subsidies with respect to, any loan or 
portion thereof made to an eligible ap­
plicant by a non-Federal lender: Pro­
vided, that no such guarantee or inter­
est subsidy shall apply to any loan the 
interest on which is exempt from Fed­
eral income taxation.
§ 57 .1704 Application.

Each applicant desiring to have a loan 
guaranteed or to have interest subsidies 
paid on its behalf, or any combination 
of such loan guarantee or interest sub­
sidies, shall submit an application for 
such assistance in such form and man­
ner and at such time as the Secretary 
may require.1

(a) The application shall contain or 
be supported by such information as the 
Secretary may require to enable him to 
make the determinations required of him 
under the act and this subpart.

(b) The application shall be executed 
by an individual authorized to- act for 
the applicant and to assume on behalf oi 
the applicant the obligations imposed by 
the terms and conditions of any loan 
guarantee or agreement to pay interest 
subsidies, including the applicable regu­
lations of this subpart.
§ 57.1705 Approval o f  applications.

(a) General.—Any application for loan 
guarantee or interest subsidies, or for 
combination of both, may be appro v 
by the Secretary, after consultation w 
the Council, only if he makes each of tn 
applicable determinations set fortn 
section 802(b) of the act. ^addition,

(1) Any such approval shall be suW 
to compliance by the applicant wth 
applicable provisions set fortn . 
§§ 57.406, 507.407, 57.408, and 57.410 oi 
subpart E of this part: Provided now 
ever, That for purposes of the title ass 
ance in § 57.407(a) the period shall » 
not less than 20 years or the term

avail'i  Applications and instructions are_ a ,  
able from the Regional Health _ De- 
Director at the Regional Offlc Welfare 
partment of Health, Education, ,.caIlt js 
for the region in which the apP 
located.
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guaranteed loan, whichever is longer or 
in the case of interim facilities, the term 
of the guaranteed loan, and

(2) Any such application may be ap­
proved by the Secretary only if he 
determines:

(i) That the applicant will have suf­
ficient financial resources to enable him 
to comply with the terms and conditions 
of the loan;

(ii) That the applicant has the nec­
essary legal authority to finance, con­
struct, and maintain the proposed proj­
ect, to apply for and receive the loan, 
and to pledge or mortgage any assets 
or revenues to be given as security for 
such loan;

(iii) That the loan will be made only 
with respect to initial permanent financ­
ing of the project;

(iv) That the loan will be secured by 
a lien against the facilities to be con­
structed or against other security satis­
factory to the Secretary specified in 
§ 57.1710;

(v) That the rate of interest on the 
loan does not exceed such per centum 
per annum as the Secretary determines 
to be reasonable, taking into account 
the range of interest rates prevailing in 
the private market for similar loans and 
the risks assumed by the United States; 
and

(vi) Such additional determinations 
as the Secretary finds necessary with 
respect to particular applications in 
order to protect the financial interests 
of the United States.

(b) Loan guarantees.—In addition to 
the requirements of paragraph (a) of 
this section, any application for a loan 
guarantee may be approved by the Se­
cretary only if he determines that the 
loan with respect to which such guar­
antee is sought would not be available to 
the applicant on reasonable terms and 
conditions without such guarantee. To 
assist the Secretary in making such de­
termination, each applicant for a loan 
guarantee shall submit statements from 
at least three non-Pederal institutions 
normally engaged in making long- 

loans for construction, describing 
whether, and the terms and conditions 
wnder which, each institution would 
make a loan to the applicant for the 
project described in the applications, 
x. ic) interest subsidies.—In  addition to 
he requirements of paragraph (a) of 

wuaeecHeBj any application for interest 
subsidies may be approved by the Se­
ctary only if he determines that with- 

flnnif^Chxinterest subsidy payments the 
PPlicant would not, over a substantial 

Portion of the loan term, be able to re-
lonn ^ L prlncipal and interest of the 
the J f i ? *  Jeopardizing the quality of 
the educational program.
§ 57.1706 Priority.

for^Aa«1*0*1̂  k* aPProving applications 
sidiPQ a, L ^ ^ tee and/° r interest sub- 
with tho&? determined in accordance
(c) Af f ^ ct0xrs specified in section 802 
The availoK îx’ 811(1 the following: (1) 
ties fov^! i llltxy of training opportuni­
ty «  students* (2) the relative effec-

eness of the project in carrying out

the purposes of sections 801-804 and sec­
tion 809 of the act at the least relative 
cost to the Federal Government; and (3) 
the relative ability of the applicant to 
make efficient and productive use of the 
facility constructed, consistent with sec­
tions 801-804 and section 809 of the act.
§ 57.1707 Limitations applicable to loan 

guarantee.
(a) The amount of loan with respect 

to which a guarantee is made under this 
subpart shall be determined by the Sec­
retary based upon such considerations as 
the availability of funds and the appli­
cant’s need therefor: Provided, That:

(1) Subject to paragraph (a) (2) of 
this section, no loan with respect to 
which a guarantee is made for any 
project under this subpart may be in an 
amount which, when added to the 
amount of any grant made with respect 
to such project under part A of title VIII 
of the act or any other law of the United • 
States, or to the total of such grants, 
exceeds 90 percent of the eligible cost 
of construction of such project as deter­
mined by the Secretary;

(2) Notwithstanding paragraph (a) 
(1) of this section, the Secretary may in 
particular cases guarantee loans in ex­
cess of the amount specified in para­
graph (a) Cl) where he determines that, 
because of special circumstances, such 
additional loan guarantee will further 
the purposes of sections 801-804 and sec­
tion 809 of the act. In making such de­
termination, the Secretary will in each 
case consider the following factors:

(i) The need for the project in the 
area to be served;

(ii) 'nie availability of financing for
the project on reasonable terms and con­
ditions without such additional loan 
guarantee; ,

(iii) Whether the project can be con­
structed without such additional loan 
guarantee; and

(iv) Other relevant factors consistent 
with the purposes of sections 801-804 and 
section JB09 of the act and this subpart.

(3) In determining the cost of con­
struction of the project there shall be 
excluded from such cost all fees, interest, 
and other charges relating or attribut­
able to the financing of the project ex­
cept the following:

(i) Reasonable fees attributable to 
services rendered by legal counsel in con­
nection with such loan;

(ii) With the approval of the Secre­
tary, reasonable fees attributable to the 
services of a financial advisor in assisting 
the applicant in securing the loan and 
arranging for repayment thereof, and

(iii) Interest attributable to the in­
terim financing of construction of the 
project prior to the initial permanent 
financing thereof.

(b) No loan guarantee under this sub­
part shall apply to more than 90 percent 
of the loss of principal of and interest 
on such loan incurred by the holder of 
such loan upon default by the applicant.
57.1708 Amount o f interest subsidy 

payments, limitations.
The length of time for which interest 

subsidy payments will be made under the

agreement, the amount of loan with re­
spect to which such payments will be 
made, and the level of such payments 
shall be determined by the Secretary on 
the basis of the availability of funds and 
his determination of the applicant’s need 
therefor taking into consideration his 
analysis of the present and reasonable 
projected future financial ability of the 
applicant to repay the principal and in­
terest of the loan without jeopardizing 
the quality of its educational program: 
Provided, however, That each such in­
terest subsidy payment shall not exceed 
the amount necessary to reduce by 3 per­
cent per annum the net effective interest 
rate otherwise payable on the loan or the 
portion thereof with respect to which 
such interest subsidy is paid.
§ 5 7 .1 7 0 9  Forms o f  credit and seeurity 

instruments.
Each loan with respect to which a 

guarantee is made or interest subsidies 
are paid under this subpart shall be evi­
denced by a credit instrument and se­
emed by a security instrument in such 
forms as may be acceptable to the 
Secretary.
§ 57.1710 Security for loans.

Each loan with respect to which a 
guarantee is made or interest subsidies 
are paid under this subpart shall be se­
cured in a manner which the Secretary 
finds reasonably sufficient to insure re­
payment. The security may be one or a 
combination of the following:

(a) A first mortgage on the facility and 
site thereof.

(b) Negotiable stocks or bonds of a 
quality and value acceptable to the 
Secretary.

(c) A pledge of unrestricted and un­
encumbered income from an endowment 
or other trust fund acceptable to the 
Secretary.

(d) A pledge of a specified portion of 
annual general or special revenues of the 
applicant acceptable to the Secretary.

(e) Such other security as the Secre­
tary may find acceptable in specific 
instances.
§ 57.1711 Opinion o f  legal counsel.

At appropriate stages in the applica­
tion and approval procedure for a loan 
guarantee or interest subsidy, the appli­
cant shall furnish to the Secretary a 
memorandum or opinion of legal counsel 
with respect to the legality of any pro­
posed note issue, the legal authority of 
the applicant to issue the note and secure 
it by the proposed collateral, and the 
legality of the issue upon delivery. “Legal 
counsel” means either a law firm or in­
dividual lawyer, thoroughly experienced 
in the long-term financing of construc­
tion projects, and whose approving opin­
ions have previously been accepted by 
lenders or lending institutions. The legal 
memorandum or opinion to be provided 
by legal counsel in each case shall be as 
follows:

(a) A memorandum, submitted with 
the application for a loan guarantee Or 
interest subsidy, stating that the appli­
cant is or will be lawfully authorized to 
finance, construct, and maintain the
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project, and to issue the proposed obliga­
tions and to pledge or mortgage the 
assets and/or revenues offered to secure 
the loan, citing the basis lor such au­
thority; and

(b) A final approving opinion, deliv­
ered to the Secretary at the time of 
delivery of the evidence of indebtedness 
to the lender, stating that the credit and 
security instruments executed by the 
applicant are duly authorized and deliv­
ered and that the indebtedness of the 
applicant is valid, binding, and payable 
in accordance with the terms on which 
the loan guarantee was approved by the 
Secretary.
§ 57.1712 Length and maturity o f lo a n s .'

The repayment period for loans with 
respect to which guarantees are made or 
interest subsidies paid under this subpart 
shall be limited to 30 years: Provided, 
That

(a) The Secretary may, in particular 
cases where he determines that a repay­
ment period of less than 30 years is more 
appropriate to an applicant’s total finan­
cial plan, approved such shorter repay­
ment period;

(b) The Secretary may, in particular 
cases where he determines that, because 
of unusual circumstances, the applicant 
would be financially unable to amortize 
the loan over a repayment period of 30 
years, approve a longer requirement • 
period which shall in no case exceed 40 
years; and

Cc) In  no case shall a loan repayment 
period exceed the useful life of the facility 
to be constructed with the assistance of 
the loan.
§ 57.1713 Repayment.

Unless otherwise specifically author­
ized by the Secretary, each loan with re­
spect to which a guarantee is made or 
interest subsidies are paid shall be re­
payable in substantially level total annual 
installments of principal and interest, 
sufficient to amortize the loan through 
the final year of the life of the loan.
§ 57 .1714 Loan guarantee and interest 

subsidy agreements.
For each application for a loan guar­

antee or interest subsidy, or combination 
thereof, which is approved by the Sec­
retary under this subpart, an offer to 
guarantee such loan and/or make inter­
est subsidy payments with respect thereto 
will be sent to the applicant, setting forth 
the pertinent terms and conditions for 
the loan guarantee and/or interest sub­
sidy, and will be conditioned upon the 
fulfillment of such terms and conditions. 
The accepted offer will constitute the 
loan guarantee agreement, the interest 
subsidy agreement, or the loan guarantee 
and interest subsidy agreement, as the 
case may be. Each such agreement shall 
include the applicable provisions set forth 
below:

(a) Loan guarantee. Each agreement 
pertaining to a loan guarantee shall in­
clude the following provisions:

(1) That the loan guarantee evidenced 
by the agreement shall be incontestable
(i) in the hands of the applicant on

whose behalf such loan guarantee is 
made except for fraud or misrepresenta­
tion on the part of such applicant, and 
(ii) as to any person who makes or con­
tracts to make a loan to such applicant 
in reliance on such guarantee, except for 
fraud or misrepresentation on the part 
of such other person.

(2) That the applicant shall be per­
mitted to prepay up to 15 percent of the 
original principal amount of such loan in 
any calendar year without additional 
charge. The applicant and the lender 
may further agree that the applicant 
will be permitted to prepay in excess of 
15 percent of the original principal 
amount of the loan in any calendar year 
without additional charge, but no such 
payment in excess of 15 percent shall be 
made without the prior written approval 
of the Secretary.

(3) That if the applicant shall default 
in making periodic payment, when due, 
of the principal and interest on the loan 
guaranteed under the agreement, the 
holder of the loan shall promptly give 
the Secretary written notification of 
such default. The Secretary shall, im­
mediately upon receipt of such notice, 
provide the holder with written acknowl­
edgment of such receipt.

(4) That if such default in making 
periodic payment when due of the prin­
cipal and interest on the guaranteed loan 
is not cured within 90 days after receipt 
by the Secretary of notice of such de­
fault, the holder of the loan shall have 
the right to make demand upon the Sec­
retary, in such form and manner as the 
Secretary may prescribe, for payment of 
90 percent of the amount of the overdue 
payments of principal and accrued in­
terest, together with such reasonable late 
charges as are made in accordance 
with the terms of the credit instrument 
or security instrument evidencing or se­
curing such loan. The Secretary shall pay 
such amount from funds available to him 
for that purpose.

(5) That in the event of exercise by 
the holder of the loan of any right to 
accelerate payment of such loan as a 
result of the applicants default in mak­
ing periodic payment when due of the 
principal and interest on the guaranteed 
loan, the Secretary shall, upon demand 
by the holder not less than 90 days after 
receipt by the Secretary of notification 
of such default, pay to such holder 90 
percent of the total amount of the prin­
cipal of and interest on the loan remain­
ing unpaid after the holder has exercised 
his right to foreclose upon and dispose 
of the security and has applied the pro­
ceeds thereby received to reduce the out­
standing balance of the loan, in accord­
ance with applicable law and the terms 
of the security instrument.

(6) That the Secretary shall not 
guarantee any funds disbursed by a 
lender after notification by the Secretary 
to such lender that the Assurance exe­
cuted by the applicant under section 845 
of the Act is no longer satisfactory.

(b) Interest subsidy.—Each agreement 
pertaining to the payment of interest 
subsidies with respect to a loan shall in­
clude the following provisions:

(1) That the holder of the loan shall 
have a contractual right to receive from 
the United States interest subsidy pay­
ments in amounts sufficient to reduce by 
up to 3 percent per annum the net effec­
tive interest rate determined by the Sec­
retary to be otherwise payable on such 
loan.

(2) That payments of interest subsi­
dies pursuant to subparagraph (1) of this 
paragraph will be made by the Secretary, 
in accordance with the terms of the loan 
with respect to which the interest sub­
sidies are paid, directly to the holder of 
such loan, or to a trustee or agent desig­
nated in writing to the Secretary by such 
holder, until such time as the Secretary 
is notified in writing by the holder that 
such loan has been transferred. Pursu­
ant to such written notification of trans­
fer, the Secretary will make such inter­
est payments directly to the new holder 
(transferee) of the loan: Provided, how­
ever, That it shall be the responsibility 
of the holder to remit any payments of 
interest subsidy to the new holder which 
the Secretary may have made to the 
holder after such transfer and prior to 
receipt of such written notice, and the 
Secretary shall not be liable to any party 
for amounts remitted to the holder prior 
to receipt of such written notice and 
acknowledgement in writing by the Sec­
retary of receipt of such notice.

(3) That the holder of the loan will 
promptly notify the Secretary of any de­
fault or prepayment by the applicant 
with respect to the loan.

(4) In the event of any exercise by the 
holder of the loan of the right to acceler­
ate payment of such loan, whether as a 
result of default on the part of the ap­
plicant or otherwise, the Secretary’s 
obligations with respect to the payment 
of interest subsidies shall cease.

(5) Where, during the life of the loan 
with respect to which interest subsidies 
are to be paid, the applicant ceases to 
use the facility for the purposes for 
which constructed, the Secretary’s obli­
gation with respect to the payment of 
interest subsidies shall cease: Provides,, 
however, that where the applicant is 
continuing to use the facility for pur­
poses eligible for support under sections 
801-804 end section 809 of the act, tne 
Secretary may make a determination, 
based upon the nursing personnel needs 
of the community served by the £acuj*y 
as well as other relevant factors, to con­
tinue to make interest subsidy payments

icoord with the agreement.
6) Where during the life of the loan 
h respect to which interest subsidy 
■ to be paid, i t  is determined, after an 
>ortunity for a hearing pursuant »  
CFR Part 83, that the Assurance ex 
,ed by the applicant under section s* 
the Act, is no longer satisfactory, 
iretary’s obligation with respect^ ___ 
nnent of interest subsidies shaUoeaje. 
wided however, That the Sec . 
ill resume making interest subslay 
rments if he determines that a sun . 
snt Assurance submitted by the P 
it is satisfactory. . , an
:7) Where diming the life of ^
;h respect to which interest sub
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are to be paid, it is determined by the 
Secretary, after an opportunity for a 
hearing pursuant to 45 CFR Parts 80 and 
81, that the applicant has ceased to com­
ply with the Assurance it has executed 
under 45 CFR § 80.4(d) concerning non­
discrimination on the basis of race, color 
or national origin, the Secretary’s obli­
gation with respect to the payment of 
interest subsidies shall cease: Provided 
however, That the Secretary shall resume 
making interest subsidy payments if he 
subsequently determines that the appli­
cant has come into compliance with the 
requirements of Title VI of the Civil 
Rights Act of 1964 and implementing 
regulations.

(8) Where during the life of the loan 
with respect to which interest subsidies 
are to be paid, it is determined by the 
Secretary after an opportunity for a 
hearing pursuant to Title IX of the Ed­
ucation Amendments of 1972, that the 
applicant has ceased to comply with such 
Title, and its implementing regulations, 
the Secretary’s obligation with respect to 
the payment of interest subsidies shall 
cease: Provided however, That the Secre­
tary shall resume making interest sub­
sidy payments if he subsequently deter­
mines that the applicant has come into 
compliance with the requirements of 
Title IX of the Education Amendments 
of 1972 and implementing regulations.

(c) General.—In addition to the ap­
plicable requirements of paragraphs (a) 
and (b) of this section, each agreement, 
whether pertaining to a loan guarantee 
or interest subsidy or both, shall con­
tain such other provisions as the Secre­
tary finds necessary in order to protect 
the financial interests of the United 
States.
§ 57.1715 Loan closing. ,

Closing of any loan with respect to 
which a guarantee is made or interest 
subsidies are paid under this subpart 
shall be accomplished at such time as 
may be agreed upon by the parties to 
«ich loan and found acceptable by the 
Secretary.
§ 57.1716 Right o f recovery— subordi­

nation.
'^ le United States shall be en­

titled to recover from the applicant for 
a loan guarantee under this subpart the 
amount of any payment made pursuant 
to such guarantee, unless the Secretary 
waives such right of recovery as provided 
in §57.1717.

(b) Upon making of any payments 
Pursuant to a loan guarantee under this 
subpart, the United States shall be sub­
rogated to all of the rights of the recip­
ient of the payments with respect to 
which the guarantee was made.
§57.1717 Waiver o f right o f  recovery.

hi determining whether there is good 
cause for waiver of any right of recovery 
which he may have against an applicant
y reason of any payments made pursur 

an̂ °  a i°an guarantee under this sub- 
Part. the Secretary shall take into con­
sideration the extent to which:

(a) The facility with respect to which 
the loan guarantee was made will con­
tinue to be devoted by the applicant or 
other owner to nurse training or the 
teaching of other health professions per­
sonnel;

(b) There are reasonable assurances 
that for the remainder of the repayment 
period of the loan other facilities not pre­
viously utilized for nurse training will be 
so utilized and are substantially equiva­
lent in nature and extent for such pur­
poses; and

(e) Such recovery would seriously cur­
tail the training of qualified nursing 
personnel in the area served by the facil-. 
ity.

[PR Doc.74-3151 Filed 2-0-74;8:45 am]

Title 49— Transportation
CHAPTER' X— INTERSTATE COMMERCE 

COMMISSION
SUBCHAPTER A— GENERAL RULES AND 

REGULATIONS
[R.S.O. 1112]

PART 1033— CAR SERVÍCE
Railroad Operating Regulations for Freight 

Car Movement
At a session of the Interstate Com­

merce Commission, Railroad Service 
Board, held in Washington, D.C., on the 
29th day of January 1974.

It appearing, that there are acute 
shortages of freight cars throughout the 
country; that certain carriers are unable 
to furnish an adequate supply of freight 
cars to shippers located on their lines; 
that these shortages of freight cars are 
impeding both the domestic and export 
movements of agricultural, mineral, for­
est, and manufactured products, and 
other commodities; and that the existing 
car service rules, regulations, and prac­
tices of the railroads are ineffective with 
respect to the use, supply, control, move­
ment, distribution, exchange, inter­
change, and return of freight cars to 
meet the requirements of shippers. It is 
thè opinion of the Commission that an 
emergency exists requiring Immediate 
action to promote car service in the in­
terest of the public and the commerce of 
the people. Accordingly, the Commission 
finds that notice and public procedure 
are impracticable and contrary to the 
public interest, and that good cause ex­
ists for making this order effective upon 
less than thirty days’ notice.

It is ordered, That:
§ 1 0 3 3 .1 1 2  Service Order No. 1112.

(a) Railroad operating regulations for 
freight car movement. Eaeh common 
carrier by railroad subject to the Inter­
state Commerce Act shall observe, en­
force, and obey the following rules, reg­
ulations, and practices with respect to its 
car service :

(1) Application:
(i) The provisions of this order shall 

apply to intrastate, interstate, and for­
eign commerce.

(ii) This order shall apply to all loaded 
cars.

1(iii) This order shall apply to all
1 Change.

empty general service freight equipment 
cars described on pages 1119-1121, inclu­
sive and listed in the Official Railway 
Equipment, Register ICC RER No. 390, 
issued by W. J. Trezise, or reissues 
therebf including cars bearing mechani­
cal designations modified in the manner 
described in the various notes thereto. 
(See exceptions, paragraph (a)(1) (iv),
(v), (vi), (vii), and (viii) of this section.)

(iv) Exception: Cor of mechanical 
designation FL, SC, SM, ST, or NE.

*(v) Exception: Empty cars of private 
ownership as defined in Service Order 
No. 1170, or revisions thereof.

(vi) Exception: Empty cars owned by 
The Alaska Railroad, while held in the 
State of Washington, pursuant to in­
structions of the car owner, are exempt 
from the provisions of this order.

(vii) Exception: Empty cars, described 
in paragraph (a) (1) (iii) of this section, 
which are in general service and are not 
assigned to the exclusive use of a speci­
fied shipper, owned by and bearing the 
registered reporting marks assigned to 
the line holding the car, are exempt from 
the provisions of this order.

(viii) Exception: To alleviate hard­
ships or inequities, exceptions to this 
order may be authorized to the carrier 
by the Railroad Service Board, Inter­
state Commerce Commission, Washing­
ton, D.C. Requests for such exceptions 
may be made only by carriers and shall 
be sent to W. H. Van Slyke, Chairman, 
Car Service Division, Association of 
American Railroads, Washington, D.C., 
for recording and submission to the Rail­
road Service Board, Interstate Commerce 
Commission, for consideration.

(ix) This order shall apply to all 
empty cars described in part (iii) of this 
section, which are assigned to the ex­
clusive use of a specified shipper, except 
as otherwise provided in this section.

(x) Freight cars assigned to the ex­
clusive use of a specified shipper may 
be removed from assignment; provided, 
that assignee furnishes written notice to 
originating railroad and to the car owner, 
if different from originating railroads, at 
least one day in advance of his desire to 
release such cars from assignment on a 
permanent, or on a temporary basis of 
not less than 15 days’ duration (See ex­
ception). The carrier must remove cars 
from assignment in accordance with as­
signee’s request.

Exception: Assigned cars which have ar­
rived empty at the point of assignment or 
at a point of loading designated by assignee, 
shall not be diverted empty to another point 
for loading unless authorized by prepaid 
shipping order showing destination and 
route at a rate of ten cents (10^) per mile, 
subject to a minimum of 100 miles for each 
railroad handling the car in line-haul serv­
ice, plus applicable tariff switching charges 
of each participating railroad which does not 
provide line-haul service in connection with 
the movement, or unless released from as­
signment in the manner described herein. If 
released from assignment, cars may not be 
ordered empty to any point or'shipper on in­
structions of the assignee who ordered the 
release of the cars.

1 Change.
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(xi) Car assigned to the exclusive use 
of a specified shipper must be listed on 
assignment lists posted iii the office of 
the Chief Transportation pfficer of the 
car owner, and in the office designated 
to issue waybills and other shipping 
documents for loaded movements from 
the points of assignment. Assignment 
lists must specify initial and number of 
each assigned car, the shipper to whom 
assigned, and the date car assignment 
became effective. Requests for assign­
ments of cars must be secured in writing, 
or confirmed in writing, by the carrier 
on whose lines the cars are assigned, not 
less than ten days before the effective 
date of the car assignment. Freight cars 
in assigned service on October 9, 1972. 
shall be considered as having been in 
such assignments for ten days or longer, 
provided that the assignment lists are 
prepared and posted, as required herein, 
not later than October 23, 1972.

(xii) The mechanical designations of 
existing freight cars in paragraph (a) (1)
(iii) of this section may not be changed 
to any mechanical designation other 
than those listed in paragraph (a) (1)
(iii) of this section during the period 
this order is in effect.

(xiii) Actual placement means placing 
a car in an accessible position for loading 
or unloading, or placing on an industrial 
interchange track serving the consignor 
or consignee. If such placing is prevented 
by any cause attributable to consignor 
or consignee and car is placed on the 
private or other-than-public-delivery 
tracks serving the consignor or consignee, 
it shall be considered constructively 
placed without notice.

(xiv) Holidays shall be those listed in 
Item 25 of Agent B. B. Maurer’s Tariff 
4-J ICC H-59, naming Car Demurrage 
Rules and Charges, supplements thereto, 
or successive issues thereof.

1(2) Placing af cars, (i) Loaded cars 
shall be actually or constructively placed 
within 24 hours, exclusive of Saturdays, 
Sundays, and holidays following arrival 
at destination, or after arrival at the 
yard from which cars are dispatched for 
actual placement.

(ii) Empty cars which are in general 
service and are not assigned to the ex­
clusive use of specified shipper, which 
after placement will be subject to de­
murrage or detention rules applicable to 
cars for loading, shall be actually or con­
structively placed within 48 hours, ex­
clusive of Saturdays, Sundays, and holi­
days, after arrival at the point where 
held.

(iii) Empty cars described in para­
graph (a)(l)(ix ) of this section which 
are assigned to thé exclusive use of a 
specified shipper shall be subject to a 
storage charge of $5.00 per car per day 
or fraction thereof until ordered placed 
for loading or appropriated for loading, 
without free time allowance and without 
allowance for Saturdays, Sundays, and 
holidays. (See exception, paragraph (a)
(2) (iv) of this section.)

(A) In computing storage charges on 
cars subject to this part, such charges 
shall begin at the second 7:00 a.m., ex-

i Change.
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elusive of Saturdays, Sundays, and holi­
days, following the sending or giving of 
notice that the cars are being held await­
ing orders for actual placement or ap­
propriation for loading.

(B) When empty assigned cars are held 
at any point awaiting orders from as­
signee for placement for loading or 
awaiting appropriation by assignee for 
loading, a written notice of arrival (see 
note) shall be sent or given assignee 
within 24 hours of arrival of the empty 
car at the point where held, exclusive of 
Saturdays, Sundays, and holidays. Such 
notice shall contain the initials and num­
bers of each car held and shall state that 
each car is being held subject to a stor­
age charge of $5.00 per car per day or 
fraction of a day, until ordered placed 
for loading or ordered released, in writ­
ing, from assignment.

N o t e : When the assignee notifies the rail­
road, in writing, that it will accept verbal 
or telephone notice of the arrival of empty 
assigned cars, verbal or telephone notice may 
be substituted for written notice of arrival. 
The carriers will maintain a written record 
of all such verbal or telephone notices, such 
records to show car initials and numbers, 
date and hour of notice, name of assignee, 
name of railroad employee giving the notice, 
and name of employee of assignee receiving 
the notice.

(C) Empty cars released from storage 
status by order or appropriation for load­
ing shall be subject to all demurrage or 
detention rules and charges published in 
tariffs applicable to cars held for load­
ing, from time released from storage 
charges.

(iv) Exception to paragraph (a) (2)
(iii) of this section: When it is im­
possible to load or to receive for loading 
empty cars assigned to the exclusive use 
of a shipper because of cessation of op­
erations for a period of five days or more 
resulting from a strike, work stoppage, 
flood, high water, or other interference 
at the plant of the assignee for which 
empty assigned cars are held, the charges 
provided in paragraph (a) (2) Oil) of 
this section shall be suspended for the 
period o£ such interference with opera­
tions; provided, that the assignee fur­
nishes a written notice to the carrier at 
the point of assignment, with a copy to 
the Director, Bureau of Operations, 
Interstate Commerce Commission, 
Washington, D.C., for his approval. Such 
notice shall be given within five days, 
exclusive of Saturdays, Sundays, and 
holidays, after the date on which the 
interference ceased; and shall state the 
date and time when the interference be­
gan and ceased and the cause of the 
interference.

1 (v) When delivery of a car, either 
empty or loaded, consigned or ordered to 
an industrial interchange track or to an 
other-than-public-delivery track, cannot 
be made because of any condition at­
tributable to the consignor or consignee, 
such car shall be held at destination or, 
if it cannot reasonably be accommodated 
there, a t an available hold point; and 
constructive placement notice, shall be 
sent or given the consignor or consignee

* Change.

within 24 hours, exclusive of Saturdays, 
Sundays, and holidays, after arrival of 
car at destination or hold point.

(vi) Proper notice for cars placed on 
.public delivery tracks shall be sent or 
given within 24 hours after placement, 
exclusive of Saturdays, Sundays, and 
holidays.

(vii) Cars held at destination for ac­
cessorial terminal services described in 
the applicable tariffs, such as holding for 
orders or inspection, shall be placed on 
unloading, hold, or inspection tracks; 
and proper notice shall be given within 
24 hours, exclusive of Saturdays, Sun­
days, and holidays, after arrival of car at 
destination or at hold point. Time and 
charges shall be computed following such 
notice and demurrage or detention 
charges assessed in accordance with pro­
visions of governing tariffs.

(3) Removal of cars. 1 (i) Empty ears 
must be removed from point of unload­
ing or interchange tracks of industrial 
plants within 24 hours, exclusive of Sun­
days, and holidays, following unloading 
or release by consignee or shipper, unless 
such empty cars are ordered or appro­
priated by the shipper for reloading 
within such 24-hour period. Empty cars 
not ordered for loading at point where 
made empty must be forwarded or set 
aside for cleaning, repairs, or weighed, if 
to be weighed at that point, within 24 
hours following removal of empty cars.

1 (ii) Outbound loaded freight cars 
must be removed from point of loading 
or interchange tracks of industrial 
plants within 24 hours, exclusive of Sun­
days, and holidays, following acceptance 
by carrier of the shipping instructions 
covering the cars. Sueh cars must be for­
warded or set aside for repairs or 
weighed, if to be weighed at that point, 
w ithin '24 hours, following release and
removal. . ,

(iii) Cars subject to paragraph (a)
(i) and (ii) of this section, not made ac­
cessible to the carrier, shall be subject 
to demurrage until such time as they be­
come, and remain, accessible to the 
carrier. J ^

(iv) Cars shall not be removed from 
point of unloading or from industrial 
interchange tracks, nor released m*0“  
demurrage or detention status, until a 
bracing, blocking, dunnage, paper, 
residue of lading, debris, and other 
foreign matter directly related to the in­
bound load have been removed from tne 
car in accordance with the requiremen 
of Rules 14 and 27 of the Uniform 
Freight Classification, I.C.C. 7, issued by

. _________a k  r f t -

ues thereof.
Ex c eptio n : Dunnage being retu rned  to 
pper under the provisions of the app 
>le tariffs may be left in cars reieased as 
pty, provided that proper shipping 
actions are received by the c*” 1®* Jf? a 
5:00 p * .  o i the t a t

(4) Forwarding of cars, (i)
-and empty cars shall be forwarded with»  
24 hours, except cars described to P

i  Change.
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graph (a)(4) (ii), (iii) , or Civ) of this 
section, or cars described in paragraph 
(a) (2) (ii) of this section.

(ii) Exception: Loaded cars held 
subject to instructions of consignee, con­
signor, or other qualified owner of the 
freight contained therein, while subject 
to applicable tariffs.

1 (iii) Exception: Cars held for repairs, 
weighing,, or cleaning. (See paragraph 
(a) (5) of this section.)

(iv) Exception: Cars held because no 
train or switch engine service is availa­
ble between hold point and destination.

(5) Cars held for repairs, weighing, or 
cleaning, (i) Cars of system, foreign, or 
private ownership which are held for 
light repairs or cleaning shall be placed 
on repair or cleaning tracks not later 
than the first 7 a.m„ exclusive of Sun­
days, and holidays, after time carded for 
repairs or cleaning. Light repairs or 
cleaning shall be accomplished within 24 
hours, excluusive of Sundays, and holi­
days, after placement on repair or clean­
ing tracks; except that when necessary to 
order material from car owner to make 
the repairs to foreign or private cars 
held awaiting such material, repairs shall 
be completed within 24 hours, exclusive 
of Sundays and holidays, after receipt 
of such material a t the station at which 
the repair point is located.

(ii) Light repairs are defined as repairs 
requiring less than 20 man-hours by re­
pair track forces to completé.

1(üi) Cars which must be weighed shall 
be weigsed and restencilled, if required, 
within 24 hours, exclusive of Sundays and 
holidays, after arrival a t the point at 
which weighing is to be accomplished, or 
after request for weight is received, if 
weights are requested by shipper or by 
car owner.

*(iv) Cars which have, been repaired, 
cleaned or weighed shall become subject 
such to paragraph (a) (2), 48), or (4) of 
this section, as applicable, from the date 
such repairs, cleaning or weighing have 
been accomplished.

(6) Movement of freight cars. ,(i) No 
common carrier by railroad subject to 
the Interstate Commerce Act shall delay 
the movement of cars,by holding such 
cars m yards, terminals, or sidings for the 
Purpose of increasing the time in transit 
or such cars.
. Cars shall not be set out between 
terminals except in cases of emergency.

(iii) Back-hauling cars for the pur-
the time in transit isProhibited.

(iv) Through cars shall not be handled 
n local or way freight trains for the pur- 

pose of increasing the time in transit of such cars.
raulLl?1® use any common carrier by
tmne°f °L acceptance of instruc-
of no5r°m s*nPPer» for the movement 
thimu 0Vlr lts 14116 ^ a  any route other 
««¡uni shortest available route or its 
from 6®.(1 customary fast freight route
consiim^’ of receipt of the car from consignor, or connecting line, to point of

1 Change.

delivery to consignee-, or to next connect­
ing line, except for the purpose of accord­
ing a lawfully established transit privi­
lege (not including a diversion or recon­
signment privilege) is hereby prohibited.

(b) Rules and regulations suspended. 
The operation of all rules and regula­
tions, insofar as they conflict with the 
provisions of .this order, is hereby sus­
pended.

(c) Effective date. This order shall be­
come effective a t 12:01 a.m., February L  
1974.

(d) Expiration date. This order shall 
expire at 11:59 p.m., June 30, 1974, un­
less otherwise modified, changed, or sus­
pended by order of this Commission.
(Secs. I, 12, 15 and 17(2), 24 Stat. 379, 383, 
384, as amended (49 U.S.C. I, 12, 15, and 17 
(2) )i Interprets or applies Secs. 1 (10-17), 15 
(4) , and 17(2) , 40~ Stat. 101, as amended, 54 
Stat. 911 (49 U.S.C. 1(10-17),'15(4), and 
17(2)))

I t  is further ordered, That a copy of 
this order and direction shall be, served 
upon the Association of American Rail­
roads, Car Service Division, as agent of 
the railroads subscribing to the car serv­
ice and car hire agreement under the 
terms of that agreement, and upon the 
American Short Line Railroad Associa­
tion; and that notice of this order be 
given to the general public by depositing 
a copy in the Office of the Secretary of 
the Commission at Washington, D.C., and 
by filing it with the Director, Office of the 
Fédéral Register.

By the Commission, Railroad Service 
Board.

[seal] R obert L. Oswald,
Secretary.

[FR Doc.74-3171 Filed 2-6-74; 8:45 am]

[Corrected S. 0 . 1169]
PART 1033— CAR SERVICE 
Providence and Worcester Co.

At a session of the Interstate Com­
mercé Commission, Railroad Service 
Board, held in Washington, D.C., on the 
21st day of January 1974.

I t  appearing, that the Boston and 
Maine Corporation, Robért W. Meserve 
and Benjamin H. Lacy, Trustees (B&M), 
in Finance Docket No. 26558, was author­
ized to abandon a portion of its Worces­
ter Branch between milepost 3.2595 a t 
Worcester, Massachusetts, and milepost
25.199 a t Gardner, Massachusetts, a dis­
tance of approximately 21.94 miles; that 
the Commission’s order authorizing 
abandonment of the aforementioned 
trackage required the B&M to sell this 
trackage to any responsible person or 
corporation offering to continue its op­
eration; that the Providence and 
Worcester Company (P&W) has agreed 
to purchase the aforementioned line of 
the B&M; that the B&M and the P&W 
have agreed upon the terms of the salé of 
this line to the P&W; that the B&M has 
also consented to the use by the P&W of 
its line between milepost 0.00 at Worces­
ter, Massachusetts, and milepost 3.2595 
a t Worcester, Massachusetts, a distance

of approximately 3.26 miles, in order to 
provide a connection between the exist­
ing line of the P&W and the line to be 
acquired by the P&W from the B&M; 
that the B&M has also consented to the 
use of the remaining segment of its 
Worcester Branch between milepost 
25.199, and milepost 26.166 a t Gardner, 
Massachusetts, a distance of approxi­
mately 1.033 miles, in order to pro­
vide interchange connections with the 
B&M; that operation by the P&W 
over the aforementioned trackage au­
thorized to be abandoned by the B&M 
and over the necessary connecting track­
age of the B&M at Worcester, Massachu­
setts, and. Gardner, Massachusetts, is 
necessary in the interest of the public 
and the commerce of the people; that 
notice and public procedure herein are 
impracticable and contrary to the public 
interest;, and that good cause exists for 
making this order effective upon less 
than thirty days’ notice.

I t  is ordered, That:
§ 1033.1169 Corrected Service Order 

No. 1169.
(a) Providence and Worcester Com­

pany authorized to operate over tracks 
authorized to be abandoned by Boston 
and Maine Corporation, Robert W. 
Meserve and Benjamin H. Lacy, Trustees, 
and over tracks of Boston and Maine 
Corporation, Robert W. Meserve and 
Benjamin H. Lacy, Trustees. The Provi­
dence and Worcester Company (P&W) 
be, and it is hereby, authorized to operate 
over tracks of the Worcester Branch au­
thorized to be abandoned by the Boston 
and Maine Corporation, Robert W. 
Meserve and Benjamin H. Lacy, Trustees 
(B&M), between milepost 3.2595 a t 
Worcester, Massachusetts, and milepost
25.199 a t Gardner, Massachusetts, a dis­
tance of approximately 21.94 miles, and 
over tracks of the B&M between milepost
0.00 and milepost 3.2595 at Worcester, 
Massachusetts, a distance of approxi­
mately 3.26 miles, and over tracks of the 
B&M between Worcester Branch milepost
25.199 and milepost 26.166, a distance of 
approximately 1.033 miles, a t Gardner, 
Massachusetts, pending disposition of the 
application of the P&W, in Finance 
Docket No. 27515, seeking authority to 
acquire and operate the aforementioned 
trackage.

(b) Application. The provisions of this 
order shall apply to intrastate, interstate, 
and foreign traffic.

(c) Rates applicable. Inasmuch as this 
operation by the P&W over tracks au­
thorized to be abandoned by the B&M 
and over tracks of the B&M is deemed to 
be due to carrier’s disability, the rates 
applicable to traffic moved over these 
lines shall be the rates applicable to traf­
fic routed to, from, or via these lines 
which were formerly in effect on such 
traffic when routed via the B&M, until 
tariffs naming rates and routes specifi­
cally applicable via the P&W become 
effective.

(d) Effective date. This order shall be­
come effective at 12:01 a.m., February 1, 
1974.
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