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Authorities (CFR) (/uscode/text/ 20/ 1082?qt-uscode_temp_noupdatprey (/uscode/textl2o/1 081) I next (/uscodeltext/20/1 083)(a) General powers

In the performance of, and with respect to, the functions, powers, andduties, vested in him by this part, the Secretary may—
(1) prescribe such regulations as may be necessary to carry out thepurposes of this part, including regulations applicable to third partyservicers (including regulations concerning financial responsibilitystandards for, and the assessment of liabilities for program violationsagainst, such servicers) to establish minimum standards with respectto sound management and accountability of programs under this part,except that in no case shall damages be assessed against the UnitedStates for the actions or inactions of such servicers;

(2) sue and be sued in any court of record of a State having generaljurisdiction or in any district court of the United States, and such districtcourts shall have jurisdiction of civil actions arising under this partwithout regard to the amount in controversy, and action institutedunder this subsection by or against the Secretary shall survivenotwithstanding any change in the person occupying the office ofSecretary or any vacancy in that office; but no attachment, injunction,garnishment, or other similar process, mesne or final, shall be issuedagainst the Secretary or property under the Secretary’s control andnothing herein shall be construed to except litigation arising out ofactivities under this part from the application of sections 509(/uscode/textl28/509), 517 (/uscode/textl28/51 7), 547(/uscode/textl28/547), and 2679 (!uscode/text/28/2679) of title 28(/uscode/textl28);

(3) include in any contract for Federal loan insurance such terms,conditions, and covenants relating to repayment of principal andpayment of interest, relating to the Secretary’s obligations and rights to
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those of eligible lenders, and borrowers in case of default, and relatingto such other matters as the Secretary determines to be necessary toassure that the purposes of this part will be achieved; and any term,condition, and covenant made pursuant to this paragraph or pursuantto any other provision of this part may be modified by the Secretary,after notice and opportunity for a hearing, if the Secretary finds that themodification is necessary to protect the United States from the risk ofunreasonable loss;

(4) subject to the specific limitations in this part, consent tomodification, with respect to rate of interest, time of payment of anyinstallment of principal and interest or any portion thereof, or any otherprovision of any note or other instrument evidencing a loan which hasbeen insured by the Secretary under this part;
(5) enforce, pay, or compromise, any claim on, or arising because of,any such insurance or any guaranty agreement under section 1078(/uscode/textl20!1 078) (C) (/uscode/text/20/usc sec 20 00001 078----0004c) of this title; and

(6) enforce, pay, compromise, waive, or release any right, title, claim,lien, or demand, however acquired, including any equity or any right ofredemption.

(b) Financial operations responsibilities
The Secretary shall, with respect to the financial operations arising byreason of this part prepare annually and submit a budget program asprovided for wholly owned Government corporations by chapter 91(/uscode/text/31 /subtitle-VI/chapter-91) of title 31 (/uscode/text/31). Thetransactions of the Secretary, including the settlement of insurance claimsand of claims for payments pursuant to section 1078(/uscode/text/20/1 078) of this title, and transactions related thereto andvouchers approved by the Secretary in connection with such transactions,shall be final and conclusive upon all accounting and other officers of theGovernment. The Secretary may not enter into any settlement of anyclaim under this subchapter and part C (/uscode/textl42/chapter-34/subchapter-I/part-C) of subchapter I (/uscocie/text/42/chapter-34/subchapter-I) of chapter 34 (/uscode/text/42/chapter-34) of title 42(Iuscode/texti42) that exceeds $1,000,000 unless—
(I) the Secretary requests a review of the proposed settlement of suchclaim by the Attorney General; and
(2) the Attorney General responds to such request, which may include,at the Attorney General’s discretion, a written opinion related to suchproposed settlement

(c) Data collection
(1) Collection by category of loan

(A) For loans insured after December 31, 1976, or in the case ofeach insurer after such earlier date where the data required by thissubsection are available, the Secretary and all other insurers underthis part shall collect and accumulate all data relating to
(I) loan volume insured and

(ii) defaults reimbursed or default rates according to the categoriesof loans listed in subparagraph (B) of this paragraph.
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(B) The data indicated in subparagraph (A) of this paragraph shall beaccumulated according to the category of lender making the loan andshall be accumulated separately for lenders who are
(i) eligible institutions,

(ii) State or private, nonprofit direct lenders,
(iii) commercial financial institutions who are banks, savings andloan associations, or credit unions, and
(iv) all other types of institutions or agencies.

(C) The Secretary may designate such additional subcategorieswithin the categories specified in subparagraph (B) of this paragraphas the Secretary deems appropriate.
(D) The category or designation of a loan shall not be changed forany reason, including its purchase or acquisition by a lender ofanother category.

(2) Collection and reporting requirements
(A) The Secretary shall collect data under this subsection from allinsurers under this part and shall publish not less often than onceevery fiscal year a report showing loan volume guaranteed anddefault data for each category specified in subparagraph (B) ofparagraph (1) of this subsection and for the total of all lenders.

(B) The reports specified in subparagraph (A) of this paragraph shallinclude a separate report for each insurer under this part includingthe Secretary, and where an insurer insures loans for lenders in morethan one State, such insurer’s report shall list all data separately foreach State.

(3) Institutional, public, or nonprofit lenders
For purposes of clarity in communications, the Secretary shallseparately identify loans made by the lenders referred to in clause (i)and loans made by the lenders referred to in clause (ii) of paragraph(1)(B) of this subsection.

(d) Delegation

(1) Regional offices
The functions of the Secretary under this part listed in paragraph (2) ofthis subsection may be delegated to employees in the regional officeof the Department.

(2) Delegable functions
The functions which may be delegated pursuant to this subsectionare—
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(A) reviewing applications for loan insurance under section 1079(/uscodeltext/20/1079) of this title and issuing contracts for Federalloan insurance, certificates of insurance, and certificates ofcomprehensive insurance coverage to eligible lenders which arefinancial or credit institutions subject to examination and supervisionby an agency of the United States or of any State;
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(B) receiving claims for payments under section 1080(luscodeltextl2o/1 080) (a) (/uscode/text/20/usc_sec2O_00001 080—-000-#a) of this title, examining those claims, and pursuant toregulations of the Secretary, approving claims for payment, orrequiring lenders to take additional collection action as a condition forpayment of claims; and

(C) certifying to the central office when collection of defaulted loanshas been completed, compromising or agreeing to the modification ofany Federal claim against a borrower (pursuant to regulations of theSecretary issued under subsection (a) of this section), andrecommending litigation with respect to any such claim.

(e) Use of information on borrowers
Notwithstanding any other provision of law, the Secretary may provide toeligible lenders, and to any guaranty agency having a guarantyagreement under section 1078 (/uscode/textl2o/1 078) (c)(1)(/uscode/textl2o/uscsec2Q0000lO78----000#c_1) of this title, anyinformation with respect to the names and addresses of borrowers orother relevant information which is available to the Secretary, fromwhatever source such information may be derived.

(f) Audit of financial transactions
(1) Comptroller General and Inspector General authority
The Comptroller General and the Inspector General of the Departmentof Education shall each have the authority to conduct an audit of thefinancial transactions of—

(A) any guaranty agency operating under an agreement with theSecretary pursuant to section 1078 (/uscodeltextl2o/1 078) (b)(Iuscode/textl2o/uscsec2o 00001 078----000-#b) of this title;
(B) any eligible lender as defined in section 1085
(/uscodeltexti2oll 085) (d)(1)
(Iuscode/texti2Olusc_sec_20_00001 085—--000-#d_1) of this title;
(C) a representative sample of eligible lenders under this part, uponthe request of either of the authorizing committees, with respect tothe payment of the special allowance under section 1087—1(/uscodeltexti20llo87-1) of this title in order to evaluate the programauthorized by this part.

(2) Access to records
For the purpose of carrying out this subsection, the records of anyentity described in subparagraph (A), (B), (C), or (D) of paragraph(1) shall be available to the Comptroller General and the InspectorGeneral of the Department of Education. For the purpose of section716 (/uscodeltextl3l 1716) (c) (Iuscode/textl3 1/uscsec_3 100000716----000-4c) of title 31 (/uscodeltextl3l), such records shall beconsidered to be records to which the Comptroller General has accessby law, and for the purpose of section 6(a)(4) of the Inspector GeneralAct of 1978, such records shall be considered to be records necessaryin the performance of functions assigned by that Act to the InspectorGeneral

(3) “Record” defined

http ://www. law.cornell .eduluscode/text/20/ 1082
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For the purpose of this subsection, the term “record” includes anyinformation, document, report, answer, account, paper, or other dataor documentary evidence.

(4) Audit procedures
In conducting audits pursuant to this subsection, the ComptrollerGeneral and the Inspector General of the Department of Educationshall audit the records to determine the extent to which they, at aminimum, comply with Federal statutes, and rules and regulationsprescribed by the Secretary, in effect at the time that the record wasmade, and in no case shall the Comptroller General or the InspectorGeneral apply subsequently determined standards, procedures, orregulations to the records of such agency, lender, or Authority.

(g) Civil penalties

(1) Authority to impose penalties
Upon determination, after reasonable notice and opportunity for ahearing, that a lender or a guaranty agency—

(A) has violated or failed to carry out any provision of this part or anyregulation prescribed under this part, or
(B) has engaged in substantial misrepresentation of the nature of itsfinancial charges,

the Secretary may impose a civil penalty upon such lender or agency ofnot to exceed $25,000 for each violation, failure, or misrepresentation.
(2) Limitations

No civil penalty may be imposed under paragraph (1) of thissubsection unless the Secretary determines that—
(A) the violation, failure, or substantial misrepresentation referred toin that paragraph resulted from a violation, failure, ormisrepresentation that is material; and
(B) the lender or guaranty agency knew or should have known thatits actions violated or failed to carry out the provisions of this part orthe regulations thereunder.

(3) Correction of failure
A lender or guaranty agency has no liability under paragraph (1) of thissubsection if, prior to notification by the Secretary under thatparagraph, the lender or guaranty agency cures or corrects theviolation or failure or notifies the person who received the substantialmisrepresentation of the actual nature of the financial chargesinvolved.

(4) Consideration as single violation
For the purpose of paragraph (1) of this subsection, violations, failures,or substantial misrepresentations arising from a specific practice of alender or guaranty agency, and occurring prior to notification by theSecretary under that paragraph, shall be deemed to be a singleviolation, failure, or substantial misrepresentation even if the violation,failure, or substantial misrepresentation affects more than one loan ormore than one borrower, or both. The Secretary may only impose a

hltp :/Iwww. law. cornell .edu/uscode/text/20/ 1082
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single civil penalty for each such violation, failure, or substantialmisrepresentation.

(5) Assignees not liable for violations by others
If a loan affected by a violation, failure, or substantialmisrepresentation is assigned to another holder, the lender orguaranty agency responsible for the violation, failure, or substantialmisrepresentation shall remain liable for any civil money penaltyprovided for under paragraph (1) of this subsection, but the assigneeshall not be liable for any such civil money penalty.

(6) Compromise

Until a matter is referred to the Attorney General, any civil penaltyunder paragraph (1) of this subsection may be compromised by theSecretary. In determining the amount of such penalty, or the amountagreed upon in compromise, the Secretary shall consider theappropriateness of the penalty to the resources of the lender orguaranty agency subject to the determination: the gravity of theviolation, failure, or substantial misrepresentation: the frequency andpersistence of the violation, failure, or substantial misrepresentation;and the amount of any losses resulting from the violation, failure, orsubstantial misrepresentation. The amount of such penalty, whenfinally determined, or the amount agreed upon in compromise, may bededucted from any sums owing by the United States to the lender oragency charged, unless the lender or agency has, in the case of a finalagency determination, commenced proceedings for judicial reviewwithin 90 days of the determination, in which case the deduction maynot be made during the pendency of the proceeding.

(h) Authority of the Secretary to impose and enforce limitations,suspensions, and terminations
(1) Imposition of sanctions

(A) If the Secretary, after a reasonable notice and opportunity forhearing to an eligible lender, finds that the eligible lender—
(I) has substantially failed—

(I) to exercise reasonable care and diligence in the making andcollecting of loans under the provisions of this part,
(II) to make the reports or statements under section 1078(/uscode/text/20/1 078) (a)(4)
(/uscode/texU2O/uscsec_2Q00001078-.-.-000-#a4) of this title,or

(III) to pay the required loan insurance premiums to any guarantyagency, or

(ii) has engaged in—
(I) fraudulent or misleading advertising or in solicitations that haveresulted in the making of loans insured or guaranteed under thispart to borrowers who are ineligible; or
(II) the practice of making loans that violate the certification foreligibility provided in section 1078 (/uscode/textl2o/1078) of thistitle,

http ://www.law.comell.eduJuscode/text/20/1082
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the Secretary shall limit, suspend, or terminate that lender fromparticipation in the insurance programs operated by guarantyagencies under this part.

(B) The Secretary shall not lift any such limitation, suspension, ortermination until the Secretary is satisfied that the lender’s failureunder subparagraph (A)(i) of this paragraph or practice undersubparagraph (A)(ii) of this paragraph has ceased and finds thatthere are reasonable assurances that the lender will—
(i) exercise the necessary care and diligence,
(ii) comply with the requirements described in subparagraph (A)(i),or

(iii) cease to engage in the practices described in subparagraph (A)

as the case may be.

(2) Review of sanctions on lenders
(A) The Secretary shall review each limitation, suspension, ortermination imposed by any guaranty agency pursuant to section1078 (Iuscode/text/20/1 078) (b)(1 )(U)
(/uscodeltextl2o/usc_sec_20_00001078----000-#bj_U) of this titlewithin 60 days after receipt by the Secretary of a notice from theguaranty agency of the imposition of such limitation, suspension, ortermination, unless the right to such review is waived in writing by thelender. The Secretary shall uphold the imposition of such limitation,suspension, or termination in the student loan insurance program ofeach of the guaranty agencies under this part, and shall notify suchguaranty agencies of such sanction—
(I) if such review is waived; or

(ii) if such review is not waived, unless the Secretary determinesthat the limitation, suspension, or termination was not imposed inaccordance with requirements of such section.

(B) The Secretary’s review under this paragraph of the limitation,suspension, or termination imposed by a guaranty agency pursuantto section 1078 (/uscode/textl2o/1078) (b)(1)(U)(/uscodeftextl2otusc_sec_2Q00001078----000-#bl U) of this titleshall be limited to—
(i) a review of the written record of the proceedings in which theguaranty agency imposed such sanctions; and
(ii) a determination as to whether the guaranty agency compliedwith section 1078 (/uscode/texti2o/1078) (b)(1)(U)(/uscode/texU2O/usc_sec2O..00001 078----000-#b_1_U) of this titleand any notice and hearing requirements prescribed in regulationsof the Secretary under this part.

(C) The Secretary shall not lift any such sanction until the Secretaryis satisfied that the lender has corrected the failures which led to theimitation, suspension, or termination, and finds that there arereasonable assurances that the lender will, in the future, comply withthe requirements of this part. The Secretary shall notify eachguaranty agency of the lifting of any such sanction

http://www.law.cornell.edu/uscode/text/20/1 082
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(3) Review of sanctions on eligible institutions
(A) The Secretary shall review each limitation, suspension, ortermination imposed by any guaranty agency pursuant to section1078 (/uscode/textl20/1 078) (b)(1 )(T)
(Iuscodeltextl2o/usc_sec_20_0000l 078----000-#b_1_T) of this titlewithin 60 days after receipt by the Secretary of a notice from theguaranty agency of the imposition of such limitation, suspension, ortermination, unless the right to such review is waived in writing by theinstitution. The Secretary shall uphold the imposition of suchlimitation, suspension, or termination in the student loan insuranceprogram of each of the guaranty agencies under this part, and shallnotify such guaranty agencies of such sanctions—.
(I) if such review is waived; or

(ii) if such review is not waived, unless the Secretary determinesthat the limitation, suspension, or termination was not imposed inaccordance with requirements of such section.

(B) The Secretary’s review under this paragraph of the limitation,suspension, or termination imposed by a guaranty agency pursuantto section 1078 (/uscode/text/20/1 078) (b)(1)(T)
(/uscode/text/20/usc.sec_2Q00001078----000#blT) of this titleshall be limited to—

(i) a review of the written record of the proceedings in which theguaranty agency imposed such sanctions; and
(ii) a determination as to whether the guaranty agency compliedwith section 1078 (/uscode/textl2o/1078) (b)(1)(T)(/uscode/textl2o/usc_sec_20_00001078----000..#bj_T) of this titleand any notice and hearing requirements prescribed in regulationsof the Secretary under this part.

(C) The Secretary shall not lift any such sanction until the Secretaryis satisfied that the institution has corrected the failures which led tothe imitation, suspension, or termination, and finds that there arereasonable assurances that the institution will, in the future, complywith the requirements of this part. The Secretary shall notify eachguaranty agency of the lifting of any such sanction.

(I) Authority to sell defaulted loans
In the event that all other collection efforts have failed, the Secretary isauthorized to sell defaulted student loans assigned to the United Statesunder this part to collection agencies, eligible lenders, guaranty agencies,or other qualified purchaser on such terms as the Secretary determinesare in the best financial interests of the United States, A loan may not besold pursuant to this subsection if such loan is in repayment status.

(j) Authority of Secretary to take emergency actions against lenders(1) Imposition of sanctions
If the Secretary—

(A) receives information, determined by the Secretary to be reliable,that a lender is violating any provision of this subchapter and part C(Iuscode/textl42/chapter-34/subchapter-l/part-C) of subchapter I(/uscode/textl42/chapter-34/subchapter-l) of chapter 34

http;//www.law.cornell .eduluscode/text/20/ 1082
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(Iuscode/textl42lchapter-34) of title 42 (luscode/text!42), anyregulation prescribed under this subchapter and part C(/uscode/textl42/chapter-34/subchapter-l/part-C) of subchapter I(/uscode/textl42lchapter-34/subchapter-l) of chapter 34(/uscode/textl42/chapter-34) of title 42 (/uscode/textl42), or anyapplicable special arrangement, agreement, or limitation;
(B) determines that immediate action is necessary to prevent misuseof Federal funds; and

(C) determines that the likelihood of loss outweighs the importance offollowing the limitation, suspension, or termination proceduresauthorized in subsection (h) of this section:
the Secretary shall, effective on the date on which a notice andstatement of the basis of the action is mailed to the lender (by registeredmail, return receipt requested), take emergency action to stop theissuance of guarantee commitments and the payment of interestbenefits and special allowance to the lender.
(2) Length of emergency action
An emergency action under this subsection may not exceed 30 daysunless a limitation, suspension, or termination proceeding is initiatedagainst the lender under subsection (h) of this section before theexpiration of that period.

(3) Opportunity to show cause
The Secretary shall provide the lender, if it so requests, an opportunityto show cause that the emergency action is unwarranted.

(k) Program of assistance for borrowers
(1) In general

The Secretary shall undertake a program to encourage corporationsand other private and public employers, including the FederalGovernment, to assist borrowers in repaying loans received under thissubchapter and part C (/uscode/text/42!chapter-34/subchapter-I/part-C) of subchapter I (/uscode/textl42lchapter-34/subchapter-I) of chapter 34 (/uscodeltextl42/chapter-34) of title 42(/uscode/text/42), including providing employers with options forpayroll deduction of loan payments and offering loan repaymentmatching provisions as part of employee benefit packages.
(2) Publication

The Secretary shall publicize models for providing the repaymentassistance described in paragraph (1) and each year select entitiesthat deserve recognition, through means devised by the Secretary, forthe development of innovative plans for providing such assistance toemployees.

(3) Recommendation
The Secretary shall recommend to the appropriate committees in theSenate and House of Representatives changes to statutes that couldbe made in order to further encourage such efforts.

(I) Uniform administrative and claims procedures

http://www.law.cornell.eduJuscode/text/20/ 1082
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(1) In general

The Secretary shall, by regulation developed in consultation withguaranty agencies, lenders, institutions of higher education, secondarymarkets, students, third party servicers and other organizationsinvolved in providing loans under this part, prescribe standardizedforms and procedures regarding—

(A) origination of loans;

(B) electronic funds transfer;

(C) guaranty of loans;

(D) deferments;

(E) forbearance;

(F) servicing;

(G) claims filing;

(H) borrower status change and anticipated graduation date; and
(I) cures.

(2) Special rules

(A) The forms and procedures described in paragraph (1) shallinclude all aspects of the loan process as such process involveseligible lenders and guaranty agencies and shall be designed tominimize administrative costs and burdens (other than the costs andburdens involved in the transition to new forms and procedures)involved in exchanges of data to and from borrowers, schools,lenders, secondary markets, and the Department.
(B) Nothing in this paragraph shall be construed to limit thedevelopment of electronic forms and procedures,

(3) Simplification requirements
Such regulations shall include—

(A) standardization of computer formats, forms design, and guarantyagency procedures relating to the origination, servicing, andcollection of loans made under this part;
(B) authorization of alternate means of document retention, includingthe use of microfilm, microfiche, laser disc, compact disc, and othermethods allowing the production of a facsimile of the originaldocuments;

(C) authorization of the use of computer or similar electronic methodsof maintaining records relating to the performance of servicing,collection, and other regulatory requirements under this chapter andpart C (/uscode/texti42/chapter-34/subchapter-l/part-C) ofsubchapter I (/uscode/texti42/chapter-34/subchapter-I) of chapter 34(/uscode/textl42/chapter-34) of title 42 (fuscode/textl42); and
(D) authorization and implementation of electronic data linkages forthe exchange of information to and from lenders, guarantors,institutions of higher education, third party servicers, and theDepartment of Education for student status confirmation reports,claim filing, interest and special allowance billing, deferment

http://www. law.cornell .eduluscode/text/20/ 1082



• 20 U.S. Code § 1082 - Legal powers and responsibilities LII / Legal Information Instit... Page 11 of 15

processing, and all other administrative steps relating to loans made
pursuant to this part where using electronic data linkage is feasible.

(4) Additional recommendations
The Secretary shall review regulations prescribed pursuant to
paragraph (1) and seek additional recommendations from guaranty
agencies, lenders, institutions of higher education, students,
secondary markets, third party servicers and other organizations
involved in providing loans under this part, not less frequently than
annually, for additional methods of simplifying and standardizing the
administration of the programs authorized by this part,

(m) Common forms and formats
(1) Common guaranteed student loan application form and
promissory note

(A) In general

The Secretary, in cooperation with representatives of guaranty
agencies, eligible lenders, and organizations involved in student
financial assistance, shall prescribe common application forms and
promissory notes, or master promissory notes, to be used for
applying for loans under this part.

(B) Requirements

The forms prescribed by the Secretary shall—

(i) use clear, concise, and simple language to facilitate
understanding of loan terms and conditions by applicants; and

(ii) be formatted to require the applicant to clearly indicate a choice
of lender.

O (C) Free application form

For academic year 1999—2000 and succeeding academic years, the
Secretary shall prescribe the form developed under section 1090
(IuscodeltextI2OIlOgO) of this title as the application form under this
part, other than for loans under sections 1078—2
(/uscodeltextl2ollo78-2) and 1078—3 (Iuscode/textl20/1078-3) of this
title.

(D) Master promissory note
(i) In general The Secretary shall develop and require the use of
master promissory note forms for loans made under this part and
part C of this subchapter. Such forms shall be available for periods
of enrollment beginning not later than July 1, 2000. Each form shall
allow eligible borrowers to receive, in addition to initial loans,
additional loans for the same or subsequent periods of enrollment
through a student confirmation process approved by the Secretary.
Such forms shall be used for loans made under this part or part C
of this subchapter as directed by the Secretary. Unless otherwise
notified by the Secretary, each institution of higher education that
participates in the program under this part or part C may use a
master promissory note for loans under this part and part C.
(ii) Consultation In developing the master promissory note under
this subsection, the Secretary shall consult with representatives of
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guaranty agencies, eligible lenders, institutions of higher education,
students, and organizations involved in student financial
assistance.

(iii) Sale; assignment; enforceability Notwithstanding any other
provision of law, each loan made under a master promissory note
under this subsection may be sold or assigned independently of
any other loan made under the same promissory note and each
such loan shall be separately enforceable in all Federal and State
courts on the basis of an original or copy of the master promissory
note in accordance with the terms of the master promissory note.

(E) Perfection of security interests in student loans
(I) In general Notwithstanding the provisions of any State law to the
contrary, including the Uniform Commercial Code as in effect in any
State, a security interest in loans made under this part, on behalf of
any eligible lender (as defined in section 1085
(/uscodeltextl2oll 085) (d) (/uscode)texti20lusc_sec_20_0000 1085-
---000-#d) of this title) shall attach, be perfected, and be assigned
priority in the manner provided by the applicable State’s law for
perfection of security interests in accounts, as such law may be
amended from time to time (including applicable transition
provisions). If any such State’s law provides for a statutory lien to
be created in such loans, such statutory lien may be created by the
entity or entities governed by such State law in accordance with the
applicable statutory provisions that created such a statutory lien.
(ii) Collateral description In addition to any other method for
describing collateral in a legally sufficient manner permitted under
the laws of the State, the description of collateral in any financing
statement filed pursuant to this subparagraph shall be deemed
legally sufficient if it lists such loans, or refers to records (identifying
such loans) retained by the secured party or any designee of the
secured party identified in such financing statement, including the
debtor or any loan servicer.

(iii) Sales Notwithstanding clauses (I) and (ii) and any provisions of
any State law to the contrary, other than any such State’s law
providing for creation of a statutory lien, an outright sale of loans
made under this part shall be effective and perfected automatically
upon attachment as defined in the Uniform Commercial Code of
such State.

(2) Common deferment form
The Secretary, in cooperation with representatives of guaranty
agencies, institutions of higher education, and lenders involved in
loans made under this part, shall prescribe a common deferment
reporting form to be used for the processing of deferments of loans
made under this subchapter and part C (/uscode!textl42/chapter-
34/subchapter-I/part-C) of subchapter I (/uscode/textl42lchapter-
34/subchapter-I) of chapter 34 (/uscode/text/42/chapter-34) of title 42(/uscode/texti42).

(3) Common reporting formats
The Secretary shall promulgate standards including necessary rules,regulations (including the definitions of all relevant terms), and
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procedures so as to require all lenders and guaranty agencies toreport information on all aspects of loans made under this part inuniform formats, so as to permit the direct comparison of datasubmitted by individual lenders, servicers, or guaranty agencies.

(4) Electronic forms

Nothing in this section shall be construed to limit the development anduse of electronic forms and procedures.

(n) Default reduction management
(1) Authorization

There are authorized to be appropriated $25000000 for fiscal year1999 and each of the four succeeding fiscal years, for the Secretary toexpend for default reduction management activities for the purposes ofestablishing a performance measure that will reduce defaults by 5percent relative to the prior fiscal year. Such funds shall be in additionto, and not in lieu of, other appropriations made for such purposes.

(2) Allowable activities
Allowable activities for which such funds shall be expended by theSecretary shall include the following:

(A) program reviews;

(B) audits;

(C) debt management programs;

(D) training activities; and

(E) such other management improvement activities approved by theSecretary.

(3) Plan for use required
The Secretary shall submit a plan, for inclusion in the materialsaccompanying the President’s budget each fiscal year, detailing theexpenditure of funds authorized by this section to accomplish the 5percent reduction in defaults. At the conclusion of the fiscal year, theSecretary shall report the Secretary’s findings and activitiesconcerning the expenditure of funds and whether the performancemeasure was met. If the performance measure was not met, theSecretary shall report the following:

(A) why the goal was not met, including an indication of anymanagerial deficiencies or of any legal obstacles;
(B) plans and a schedule for achieving the established performancegoal;

(C) recommended legislative or regulatory changes necessary toachieve the goal; and

(D) if the performance standard or goal is impractical or infeasible,why that is the case and what action is recommended, includingwhether the goal should be changed or the program altered oreliminated.
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This report shall be submitted to the Appropriations Committees of the
House of Representatives and the Senate and to the authorizing
committees.

(o) Consequences of guaranty agency insolvency

In the event that the Secretary has determined that a guaranty agency is
unable to meet its insurance obligations under this part, the holder of
loans insured by the guaranty agency may submit insurance claims
directly to the Secretary and the Secretary shall pay to the holder the full
insurance obligation of the guaranty agency, in accordance with insurance
requirements no more stringent than those of the guaranty agency. Such
arrangements shall continue until the Secretary is satisfied that the
insurance obligations have been transferred to another guarantor who can
meet those obligations or a successor will assume the outstanding
insurance obligations.

(p) Reporting requirement

All officers and directors, and those employees and paid consultants of
eligible institutions, eligible lenders, guaranty agencies, loan servicing
agencies, accrediting agencies or associations, State licensing agencies
or boards, and entities acting as secondary markets (including the
Student Loan Marketing Association), who are engaged in making
decisions as to the administration of any program or funds under this
subchapter and part C (/uscode/text/42/chapter-34lsubchapter-l/part-C) of
subchapter I (/uscode/textl42/chapter-34lsubchapter-l) of chapter 34
(/uscode/text/42/chapter-34) of title 42 (/uscodeltext/42) or as to the
eligibility of any entity or individual to participate under this subchapter
and part C (/uscodeItextI42/chapter-34/subchapterlIpart-C) of subchapter
I (/uscode/textl42/chapter-34/subchapter-l) of chapter 34
(/uscode/textl42/chapter-34) of title 42 (Iuscode/textl42), shall report to
the Secretary, in such manner and at such time as the Secretary shall
require, on any financial interest which such individual may hold in any
other entity participating in any program assisted under this subchapter
and part C (/uscode/textl42lchapter-34/subchapter-l/part-C) of subchapter
I (luscodeltextl42/chapter-34lsubchapter-l) of chapter 34
(/uscode/textl42/chapter-34) of title 42 (luscode/text/42).

[1] See References in Text note below.
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