
42 C.F.R. § 505.7
Terms of the loan.

All loan beneficiaries must agree to the following loan terms:

(a) Loan obligation. An authorized official of a qualifying hospital must execute a promissory note, loan
agreement, or a form approved by CMS and accompanied by any other documents CMS may designate. The
loan beneficiary must provide required documentation in a timely manner.

(b) Schedule of loan. A loan beneficiary receives a lump sum distribution for which payment of principal and
interest is deferred for 60 months beginning with the day of award notification from CMS. The loan
repayment period is 20 years.

(c) Bankruptcy protection. In the event a loan beneficiary files for bankruptcy protection in a court of competent
jurisdiction or otherwise proves to be insolvent, CMS may terminate the deferment period described in
paragraph (b) of this section and require immediate payment of the loan. If a loan beneficiary should file
for bankruptcy protection in a court of competent jurisdiction or should otherwise evidence insolvency
after the deferment period we will require immediate repayment of the outstanding principal and interest
due. Those payments may be deducted from any Medicare payments otherwise due that hospital.
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