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(H) borrower status change and anticipated gradua-
tion date; and

(I) cures.

(2) SpECIAL RULES.—(A) The forms and procedures de-
scribed in paragraph (1) shall include all aspects of the loan
process as such process involves eligible lenders and guaranty
agencies and shall be designed to minimize administrative
costs and burdens (other than the costs and burdens involved
in the transition to new forms and procedures) involved in ex-
changes of data to and from borrowers, schools, lenders, sec-
ondary markets, and the Department.

(B) Nothing in this paragraph shall be construed to limit
the development of electronic forms and procedures.

(3) SIMPLIFICATION REQUIREMENTS.—Such regulations
shall include—

(A) standardization of computer formats, forms design,
and guaranty agency procedures relating to the origina-
tion, servicing, and collection of loans made under this
part;

(B) authorization of alternate means of document re-
tention, including the use of microfilm, microfiche, laser
disc, compact disc, and other methods allowing the produc-
tion of a facsimile of the original documents;

(C) authorization of the use of computer or similar
electronic methods of maintaining records relating to the
performance of servicing, collection, and other regulatory
requirements under this Act; and

. (D) authorization and implementation of electronic
U data linkages for the exchange of information to and from
lenders, guarantors, institutions of higher education, third
party servicers, and the Department of Education for stu-
dent status confirmation reports, claim filing, interest and
special allowance billing, deferment 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 an-
nually, 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 part B of this title.

(B) REQUIREMENTS.—The forms prescribed by the Sec-
retary shall—
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(i) use clear, concise, and simple language to facili-
tate understanding of loan terms and conditions by ap-
plicants; and

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

(C) FREE APPLICATION FORM.—For academic year
1999-2000 and succeeding academic years, the Secretary
shall prescribe the form developed under section 483 as
the application form under this part, other than for loans
under sections 428B and 428C.

(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 D. Such forms
shall be available for periods of enrollment beginning
not later than July 1, 2000. Each form shall allow eli-
gible borrowers to receive, in addition to initial loans,
additional loans for the same or subsequent periods of
enrollment through a student confirmation process ap-
proved by the Secretary. Such forms shall be used for
loans made under this part or part D as directed by
the Secretary. Unless otherwise notified by the Sec-
retary, each institution of higher education that par-
ticipates in the program under this part or part D may
use a master promissory.note for loans under this part
and part D.

(11) CONSULTATION.—In developing the master
promissory note under this subsection, the Secretary
shall consult with representatives of guaranty agen-
cies, eligible lenders, institutions of higher education,
students, and organizations involved in student finan-
cial assistance.

(ili) SALE; ASSIGNMENT; ENFORCEABILITY.—Not-
withstanding any other provision of law, each loan
made under a master promissory note under this sub-
section 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 Uni-
form Commercial Code as in effect in any State, a se-
curity interest in loans made under this part, on be-
half of any eligible lender (as defined in section 435(d))
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 ap-
plicable transition provisions). If any such State’s law
provides for a statutory lien to be created in such
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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 suf-
ficient 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 se-
cured party or any designee of the secured party iden-
tified in such financing statement, including the debt-
or 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 auto-
matically upon attachment as defined in the Uniform
Commercial Code of such State.

(2) COMMON DEFERMENT FORM.—The Secretary, in coopera-
tion with representatives of guaranty agencies, institutions of
higher education, and lenders involved in loans made under

part B of this title, shall prescribe a common deferment report-
ing form to be used for the processing of deferments of loans
- made under this title.
L) (83) COMMON REPORTING FORMATS.—The Secretary shall
. promulgate standards including necessary rules, regulations
(including ‘the definitions of all relevant terms), and procedures
so as to require all lenders and guaranty agencies to report in-
formation on all aspects of loans made under this part in uni-
form formats, so as to permit the direct comparison of data
submitted by individual lenders, servicers, or guaranty agen-
cies.

(4) ELECTRONIC FORMS.—Nothing in this section shall be
construed to limit the development and use of electronic forms
and procedures.

(n) DEFAULT REDUCTION MANAGEMENT,—

(1) AUTHORIZATION.—There are authorized to be appro-
priated $25,000,000 for fiscal year 1999 and each of the four
succeeding fiscal years, for the Secretary to expend for default
reduction management activities for the purposes of estab-
lishing a performance measure that will reduce defaults by 5
percent relative to the prior fiscal year. Such funds shall be in
‘addition to, and not in lieu of, other appropriations made for
such purposes.

(2) ALLOWABLE ACTIVITIES.—Allowable activities for which
such funds shall be expended by the Secretary shall include
the following: (A) program reviews; (B) audits; (C) debt man-
agement programs; (D) training activities; and (E) such other
management improvement activities approved by the Sec-
retary.
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(3) PLAN FOR USE REQUIRED.—The Secretary shall submit
a plan, for inclusion in the materials accompanying the Presi-
dent’s budget each fiscal year, detailing the expenditure of
funds authorized by this section to accomplish the 5 percent re-
duction in defaults. At the conclusion of the fiscal year, the
Secretary shall report the Secretary’s findings and activities
concerning the expenditure of funds and whether the perform-
ance measure was met. If the performance measure was not
met, the Secretary shall report the following:
(A) why the goal was not met, including an indication
of any managerial deficiencies or of any legal obstacles;
(B) plans and a schedule for achieving the established
performance goal;
(C) recommended legislative or regulatory changes
necessary to achieve the goal; and
(D) if the performance standard or goal is impractical
or infeasible, why that is the case and what action is rec-
ommended, including whether the goal should be changed
or the program altered or eliminated.
This report shall be submitted to the Appropriations Commit-
tees 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 ac-
cordance 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 obliga-
tions or a successor will assume the outstanding insurance obliga-
tions. .

(p) REPORTING REQUIREMENT.—AII officers and directors, and
those employees and paid consultants of eligible institutions, eligi-
ble lenders, guaranty agencies, loan servicing agencies, accrediting.
agencies or associations, State licensing agencies or boards, and en-
tities 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 title or as
to the eligibility of any entity or individual to participate under
this title, 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 title.

SEC. 433. [20 U.S.C. 1083] STUDENT LOAN INFORMATION BY ELIGIBLE
LENDERS.

(a) REQUIRED DISCLOSURE BEFORE DISBURSEMENT.—Each eligi-
ble lender, at or prior to the time such lender disburses a loan that
is insured or guaranteed under this part (other than a loan made
under section 428C), shall provide thorough and accurate loan in-
formation on such loan to the borrower in simple and understand-
able terms. Any disclosure required by this subsection may be
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