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[image: image2.png]Costs BY BY+1 BY+2 BY+3 BY+4  Total
Development

Phase § (Analysis and Design)
Stage 1 - VFA/GA Processing Requirements Analysis and Design [1] $125,000 $ 125000
Stage 2 - VFA Impacts Analysis and Implementation Planning [2] $90,000 $ 90,000
Stage 3 - Other Project Support (CMM, QA/QC, etc.) [3] $32,250 $ 32,250

Phase l (System Modifications and Suppor)

Stage 4 - FMS Development, Testing, Training, Deployment [4] $425,000 $ 425000
Stage 5 - NSLDS Development, Testing, Training, Deployment [5] $55,000 $ 55,000
Stage 6 - PEPS Development, Testing, Training, Deployment [6] 0 $ -
Stage 7 - Cross Integration Testing, Training, and Deployment [7] $115,000 $ 115000
Stage 8 - Post Implementation Support [8] $35,000 $ 35,000
Stage 9 - VDC Costs [9] $31,500 $ 31,500
Stage 10 - Other Technical/Project Costs (i.e. CMM, QA/QC, Security, etc.) [10] $63,000 $ 63,000

Costs BY BY+1  BY+2 BY+3 BY+4 Total
Operations
FMS Production Processing, System Maint., Ad Hoc and VDC Costs [11] $21667  $136500 S0 %0 %0 $158,167
FP Data Mart Production Processing, System Maint., Ad Hoc and VDC Costs [12] $0 $68250 S0 S0 %0 $68,250
Loan Consolidation Production Processing, System Maint., Ad Hoc and VDC Costs [13] $15000  $94500 S0 %0 %0 $109,500
NSLDS Production Processing, System Maint., Ad Hoc and VDC Costs [14] $2333 $M700 S0 S0 %0 $17,033
PEPS Production Processing, System Maint., Ad Hoc and VDC Costs [15] 0 0 50 s % 0

Key Assumptions

Development Costs

1. Stage 1 assumes a 35 week effort with 3 contractor FTEs and that the majorty of the VFA requirements exists already

2. Stage 2 assumes a 3 week effort with 2-3 contractor FTES and that the majority of the VFA system/area impacts are determined already

3. Assumes other project costs will be 15% of Phase | costs

4. Stage 4 assumes costs for FMS based on the following
a. There is a single VFA form consistent across all participating VFA GA's
b. Any inconsistent VFA forms will be standardized. Meaning, the developed VFA form will be the “most comrmon denominator” of al the VFA agreerments
c. Any "non-standard” line iterns rmust be entered into the system manually as an AP Invoice (at the point on Invoice).
d. All'VEA GA's will continue to subrmit monthly forms.
e. All VFA forms will elate to exactly one monthly Form 2000 fiscal month and year.
1. There will be no file load (FTP) for VFA's (all VFA entries will be via the newly created forr).
4. No travel costs are included
h. The design is consistent with the standards and defivery of the SFA FMS Phase Il architecture

5. Stage 5 assumes costs for NSLDS based on the following
a. NSLDS' current fle structure will be in place.
b. Development/system moification costs will be required to support the new data elements and frequency of reporting requirements

Stage B assumes no costs for PEPS, however, the FP Channel will need to madify a record field — in the Scope field, add "VFA”
Stage 7 assumes B weeks of cross-application actity requiring 3-4 contractor FTEs

Stage 8 assumes 3-4 weeks of post-implementation Support requiring 1 contractor FTE

Assumes VDC costs will be 5% of Phase Il development costs

10. Assurnes other technical costs will be 10% of Phase Il development costs

6
7
8
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Operations Costs (per Jim Coffman)
Since there currertly is no information of estimated volume increases to develop a more accurate Operations Cost estimate the following assurption was used for items
11,12,13 and 14 (information from PEPS was that there was no impact) for each of the systmes listed (FMS, FP Data Mart, Direct Loans, and NSLDS)

~> Current syster cost for FYD1 x 5% = FY01 Operations Cost (see Note 1 below)

> Future years cost escalated by 5% for price inflation

Note 1: Annual Operations costs per system includes GA and Non-GA related costs. Validation effots to break out only GA related costs are on-going
[Assumptions 11,12, 13, 14 and 15 assume 2 months of Operations cost in BY based on operations calculation. (per Chris Ward)

Note 2: Operations costs have only been estimated through FY02. (per Johan Bos-Beiger)
Note 3: These costs represent high-level etimates for the additional expected volumes above what is currently handled at the VOC.
Note 4: No FMS data will be placed in the FP Data Mart until Noverber FYDT; therefore, no operations costs in the BY. (per Anna Aller)

FYD1 Surnmary:
FMS: 2.6 MM x 5% = $130K;
FP Data Mart: see Note 4 above;
Direct Loan Systerns (Loan Consolidation): $3.5 MM (LC:§700K + LC Web:§1.1MM) x 5% = $90K;
NSLDS: $280¢5% = §14K
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Project Description 

Describe the need for change (the business problem to be addressed).

The Department of Education is operating under the regulatory requirements of the Higher Education Amendments of 1998 that amended the Higher Education Act of 1965 effective October 1, 1998.  The amendment to Part B of Title IV instituted the negotiation, and implementation of Voluntary Flexible Agreements (hereafter referred to as VFA) with guaranty agencies (GAs) active in the FFEL Program (FFELP).

This is a statutory mandate, requiring modifications to existing SFA systems and business processes. 

It is not an optional modernization initiative.

The amendment enabled GAs to submit proposals detailing methods of enhancing program integrity, increasing cost efficiencies, and improving the availability and delivery of student financial aid.  

 The initial phase involved a pilot program that offered participation proposals to six (6) agencies.  ED received proposals from nine guaranty agencies.  From this pool, six were selected for negotiation, and four tentative draft agreements were reached.  These agencies are: Great Lakes Higher Education Guaranty  Corporation, California Student Aid Commission, Texas Guaranteed Student Loan Corporation, and American Student Assistance.  To date, all agreements have been completed and signed, effective October 1, 2000.   The agreements can be accessed at http://sfa-vfa.ed.gov
The legislation and regulatory authority required the Department to manage and monitor the programs specific to each agency agreement, and report to Congress on the viability of the program at certain prescribed periods.  Under the new Performance Based Organization (PBO) operational modernization of Student Financial Assistance (SFA) within the Department of Education (ED), performance levels, achievement determinations, operating costs and budget, as well as enterprise affected technology all must be managed toward the betterment of FFELP performance.                                                                                                

With this management expectation, it is necessary for SFA to establish a defined and traceable operating, fiscal, and technical structure to enable review, financial management, and technical integration with other modernization efforts.  This business case will set forth the requirements for the four VFAs as well as the general operational framework for future consideration and integration, should the program be expanded.  SFA needs to position itself to ensure that adequate support exists for managerial integrity should the program be augmented or eliminated at a later date.

Specifically, VFAs under the HEA are allowed to include provisions in the following areas:

Issuing and monitoring FFEL insurance 
Default aversion activities 
Review of default claims from lenders 
Payment of default claims 
Collection of defaulted loans 
Internal accounting and auditing systems 
Collection and reporting of Title IV data 
Monitoring FFEL schools and lenders 
Informational outreach to schools and students 
Other provisions as the Secretary may determine 

No VFA must cover all provisions.
 

Though the specific terms of the VFA agreements differ among the guaranty agencies, SFA and the Department will be monitoring the progress of the VFAs as they are implemented to determine whether VFAs provide tangible customer/partner benefit, increase program efficiency, use technology where possible, and whether the proposals are scalable and transferable to the larger FFEL community. 

What is the purpose of the initiative?

The goal of this initiative is to identify the system of new and existing processes needed to manage and monitor the execution of VFAs between ED and GAs, and provide a mechanism to collect and deliver the required congressional report in the time frame established by statute.

Various SFA areas are effected by these VFAs and this case shall set forth the specifics for the implementation of infrastructure, capacity planning, portfolio management, financial management, oversight, technical assistance, financial analysis, Congressional reporting, hosting, portal enabling accessibility, and compliance with mandatory government wide requirements and provisions and provide a mechanism to collect information and data for the required report to Congress in the timeframe established by statute.   See Appendix A for Report to Congress.

What is the scope of the initiative  ( including what it is not)? 

At a minimum, the following activities are applicable to this initiative to the extent they relate to processes in SFA.

1. Establish a business model for implementation

2. Define financial reporting requirements

3. Define operational costs and projections

4. Define infrastructure requirements

5. Determine capacity planning

6. Enable performance fee payment ability

7. Establish calculation modules as prescribed within the agreements

8. Define the load process and administrative staging for claims submitted to SFA’s Student Channel Debt Collection Service

9. Provide audit ability

10. Determine repeatable processes for the current sequence of agreements as well as future considerations

The business case does not serve to address:

1. Functions and processes in related systems (other than OSFA Operations)

2. External relations and management of information regarding VFAs to the VFA guaranty agencies as well as SFA partners and customers

What is the start date and end date of the initiative?

The initiative will commence on January 18, 2001 and shall continue for a period not to exceed September 30, 2001.

What other business areas/external groups are affected by the implementation of this initiative and how are they affected?

	BUSINESS AREA/GROUPS
	RELATED RESPONSIBILITY
	IMPACT

	SFA CIO/VDC
	- The following mainframe systems are run in the VDC, NSLDS, PELL, CPS, FFEL, and CDS. Also UNIX  and NT systems are operational. Support is provided to three areas: Title IV, Infrastructure, and Mission
	- Support to the FMS

- Enhanced connectivity for partners in terms of NSLDS

	SFA CFO
	-  Work with business owner to design and deploy system changes that will allow the payment provision under VFAs to be executed


	- Deploy system changes to satisfy business needs defined by business units to make payments under the VFA

	SFA FP Financial Management/SFA CIO Accounting
	- Provide detailed requirements for payment processing under the VFA Agreements

- Modifications and Waivers 

-Standards of GA Performance Measures

- Monitoring for Fraud, Waste, and Abuse


	- Need provisions under VFA Agreements in place for managing payments/Reconciliation

- Need assessment of potential for error in payments and tracking due to manual processing

	SFA FMS
	- Provision of Payment Instruments that satisfy Requirements and Design (e.g., new forms, as required)


	- If system changes are deemed inappropriate, manual processing with resultant internal controls, limited flexibility



	SFA CFO Portfolio Management
	- In conjunction with FP Channel, assure that the appropriate data is identified to perform statistical analyses
	- Measure and forecast performance to mitigate portfolio risks

	FFEL System Retirement 
	- To retire the method by which FFEL data is captured, stored, and disseminated
	- There is no VFA data that will be captured by FFEL system; therefore, the VFA do not affect the retirement of the FFEL system.  VFA data is captured by FMS

	FP Data Mart IPT
	- Release 1 will house GA reference data as far back as 1995 for purpose of analyses
	- None until after GA data has been pulled from FFEL in a later Release

	SFA Schools Channel
	- To manage the Schools Channel within SFA.  Duties include monitoring school’s compliance with the HEA and the Title IV regulations; providing opportunities for flexibility in the regulations for schools in the administration of the Title IV programs (ex. The Quality Assurance Program); managing the Federal Direct Loan Program; and any other activity related to SFA’s interaction with schools


	- There has been no impact identified



	SFA Students Channel Debt Collection Service
	- Manages the collection activities of defaulted student loans subrogated to the Department of Education by guaranty agencies


	- Generally each guaranty agency wants unique retirement rate calculations

- The California VFA wants to change the current standard calculation to include all loans, recovered, including those recovered by ED

- Texas wants an adjustment if the graduated scale of payment for consolidated, rehabilitated, etc. loans so that they are being paid on the higher end of the scale all the time

- ASA wants to have the loans in recovery broken down into principal, interest, etc. Currently DCS has the bottom line figure for each loan. Must figure out how to provide ASA with loan components

	SFA Students Channel Direct Loan Consolidation


	- At request of Borrower, DL Consolidation Program buys loans and pays associated fees to GAs via Form 1081
	- DL Consolidation Program is authorized to ONLY buy federally guaranteed STUDENTS  loans. If GAS under a VFA Agreement are authorized to sell non-guaranteed “cured loans” then a change in DL Status will be required. This situation has potential system impacts:

a. If modifications are needed to distinguish the two types of loans

b. Potential for large volume of FFEL bad paper to be included in the DL Consolidation Program

	ED Budget
	-Program Funding
	- Minor impact, working with Budget Service

	SFA Budget
	- Request allotments from ED Budget for funds to be paid to GAs (claims and administrative)
	- Specific payment codes must be created within the FMS to handle VFA payment and accounting functions

	SFA Communication
	- Provides communication concerning SFA activities to internal and external customers, partners, and the community
	- This office is responsible for tracking when the VFA are signed and implemented as well as the GA performance under the VFA as far as informing the necessary entitities.      One operation is the issuing of press releases

	SFA Analysis
	- Responsible for developing and conducting surveys to track SFA employee, partner, and customer satisfaction
	- There is no real impact. The GA will be surveyed just as always. There may by an adjustment in the questions to reflect the differences in which the VFA GA’s are doing business

	Assumptions

Section 428(a)(4)(b)(2)(B) Legislation does not allow impact to ED Budget



What systems are impacted by the implementation of this initiative and how are they impacted?

	SYSTEM
	RELATED FUNCTION
	IMPACT

	NSLDS
	- Monthly Collection Reports

- Via FFELP, calculate Loan Level Data (i.e., LPIF, AMF)

- Via FMS, perform Comparison Reports of GA data in NSLDS versus other ED Financial Systems 

- Improvement in the accuracy and frequency of GA data


	- Additional monies required to enhance reports generated on a monthly basis

- GA provide more timely reports to ED by increasing frequency of reporting

- System operational cost will be increased due to requirements for new data elements and frequency of reporting

	CFO (Oracle Federal Financials)
	- Modifications made to FMS as deemed appropriate through analysis detailed by FP Channel
	- Enable FP Channel to make payments under the VFA

	FP Data Mart
	- Perform Trend Analysis
	- None

	Financial History Databases

(1189, 1130 and 704)
	- 1189 data resides on FFEL system. This requirement ended with the implementation of FMS

- 1130 data

- 704 data
	 - None

	PEPS
	- Provide GA access to School Eligibility Data

- Provide GA Default Rate data on Schools

- GA enter School and Lender Review Data
	- SFA-FP Channel will need to modify a record field – in the Scope field, add “VFA”

- NO COST Modification

	IDEA (Regions)
	- Perform data analysis using Data Dumps provided by GA and Lenders

- Extract data from 1198’s and 1130’s to compare/validate data received from GA and Lenders
	- Changes in fee calculation and frequency of submissions by VFAs



	FFEL
	- None
	- None

	EDCAPS
	- Receives transmissions from FMS
	- More frequent transmission of data


What business processes are impacted by the implementation of this initiative and how are they impacted?

	BUSINESS PROCESS
	RELATED NEED SERVED
	IMPACT

	Monitoring FFEL 
	- Responsible for monitoring the guaranty and lender functions under the HEA and the Title IV regulations


	- A guaranty agency is reviewed regardless of how it does business with ED. A guaranty agency under a VFA will not be reviewed any more or any less than any other GA. Reviewers will know before the review how the GA is operating with ED. There really will be no change.



	Payment of Default Claims 
	- Involved in the assignment of loans

- Claims paid via Form 2000 (formerly via 1189)
	- Increased volume of loans assigned to DCS due to payments being made weekly IAW GL Agreement

	Default Claims Performance Tracking
	-Calculate recovery rate on default collection


	- Determine measurement of success criteria for collection rate of GA on defaulted loans



	Collection of defaulted loans
	- Responsible for collecting defaulted student loans subrogated to the Department of Education by Guaranty Agencies
	- The specific collection activities will not change. The changes that may occur with respect to various calculations were previously identified

	Internal accounting and auditing systems
	- Establish Accounting policies and system codes

- Extract system data for auditors

- Verify posting of payments to accounts

- Assist with the Reconciliation of ED cash with Treasury Department

- Approve the Release of payments to ED CFO
	- Annual OMB Compliance Supplement must account for the provision under each VFA Agreement in terms of: (a) which compliance requirements are applicable, and (b) what, if any, additional or alternative audit procedures should be performed to test compliance with the terms of the VFA

- Reconciliation of each VFA’s Claims and Collection Reports must be performed on a monthly basis.  Weekly GA claims submittals must be recorded and “trued-up” on a monthly basis with GA collection reports.  The weekly reports must be tracked by Claims Type (currently, this is a manual process).  THIS IMPACT WILL REQUIRE ENHANCEMENTS TO THE ORACLE FINANCIAL SYSTEM.

	Collection and reporting of Title IV data
	- Work with GA Associations and Organizations to monitor progress in Default Aversion and Collection efforts

- SFA-FP serve as a “Best Practices” filter among GA to promote new and improve existing programs
	- Successful programs are a benefit to all Industry participants 

	Monitoring FFEL schools and lenders
	-Responsible for monitoring the compliance with the HEA and with Title IV regulations, of lenders participating in the FFEL program


	- Currently, there is a schedule for reviews of lenders participating in the student loan programs.  A lender is reviewed regardless of how its affected GA does business with ED.  A lender with loans guaranteed by a guaranty agency operating under a VFA will not be reviewed any more or any less than any other lender.  Reviewers will know before the review how the GA that guaranteed that particular lender’s loans, is operating with ED.  There really will be no change.

	GA Technical Assistance/Partnership Initiatives
	- Provide One Point-of-Contact with GA and Lenders (One-Stop Shop)
	- Must have detailed knowledge of VFA Agreements

	Informational outreach to schools and students
	- Default Collection activities are hiring and training of additional account representatives, expansion of borrower locating efforts through skip tracing techniques, enhancement of call centers, and  autodailers
	- VFA shall develop and implement early intervention debt management and scholarship programs designed to promote educational opportunity, responsible borrowing and default prevention vs default recovery

	Default aversion activities
	- Loan consolidations, primarily under Direct Loan Program (i.e., 70% DL versus 30% FFELP

- GA and Lenders Conduct Default Aversion Workshops with Schools to Reduce Student Dropout Rates

- Consolidating information on “Best Practices” in Ensuring Student Loan Repayment with Industry Participants aimed at Preventative Maintenance versus Collection efforts
	- Reduced Default Rates and Overall Default Cost (e.g., collections, servicing, litigation, skip tracing, etc.) should be realized by this program

	GA Monitoring and Reporting
	- Responsible for monitoring the guaranty agency functions under the HEA and the Title IV regulations, receiving reports from those agencies and reporting on agency activities


	- This function applies to all guaranty agencies regardless of their particular methods of operation with ED.  The areas to be monitored will vary from guaranty agency to guaranty agency; however, the overall areas will not change.



	GA  Oversight Reviews
	- Perform GA operational and financial reviews

- Fund Reviews include: Operating, Federal, and Restricted

- Review NSLDS Data Integrity Procedures in conjunction with NSLDS staff procedures


	- Add Performance-Based Fee Reviews (vs. LPIF and AMF)



	SFA FP Financial Management/SFA CFO Accounting
	- Effective and efficient GA Payment Processing
	- Manual processes have been defined, documented, and deployed to accommodate VFA payments until such time that an automated solution can be implemented based on requirements provided to the FMS

	Relationship Management of Partners and Customers
	- Report status, information etc. on VFA process to FFEL community

 - Involve the business partners and customers of SFA in the review, design and implementation of projects that affect them 

 - Insure the active participation of FFEL community on dialogue on VFA issues 


	- Management of external relations with VFA and FFEL partners is outside the scope and intent of this business case 



	Monitoring and Reporting of Community and Industry Feedback
	- Insure SFA partners and customers are able to obtain information regarding VFAs

 - Allow SFA partners and customers, especially those not implementing VFAs or involved in the VFA process, an outlet to comment upon and discuss VFAs, their implementation, etc.


	- Monitoring feedback from VFA and FFEL partners is a subtask of external relations and is also outside the scope and intent of this business case 




Technologies Used

List the proposed/actual technologies that will be used to implement this project.

	Name/type

(System)
	Proposed/Actual use
	Has technology been used at SFA before? Where?
	Does Technology fit SFA’s Architecture Standard? Explain.
	Does SFA have the technical expertise to implement this technology?  Why?

	CICS –  (NSLDS,FFEL)


	User Interface
	Yes –  System, Col. 1
	Yes –  Approved by IT Management
	Currently in use

	IDMS – (FFEL)
	Database Management
	Yes –  System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	DB2 – (NSLDS)
	Database Management
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	ORACLE – (PEPS)
	Database Management
	Yes –  System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	 COOL:GEN – NSLDS
	Case Tool
	Yes – System,

Col. 1
	Yes – Approved

By IT Management
	Currently in use

	Designer 2000 (PEPS)


	Case Tool
	Yes – System,

Col. 1
	Yes – Approved by IT Management
	Currently in use

	TIV WAN – (NSLDS, PEPS, FFEL)
	Communications
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	EDNET – (NSLDS, PEPS, FFEL)
	Communications
	Yes – System,

Col. 1
	Yes – Approved by IT Management
	Currently in use



	Remote Dial-Up-PEPS
	Communications
	Yes – System, Col. 1
	Yes - Approved by IT Management
	Currently in use



	OS/390 – VDC
	Host Operating System


	Yes – System, Col. 1
	Yes - Approved by IT Management
	Currently in use

	NT – (PEPS)
	Client Operating System
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	NT IIS – (NSLDS)
	Client Operating System
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	FTP – (PEPS, FFEL)
	Interface Standard
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	ORACLE WEB – (PEPS)
	Interface Standard
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use

	EAPP – (PEPS)
	Interface Standard
	Yes – System, Col. 1
	Yes – Approved by IT Management
	Currently in use


Benefits
Reduce Unit Cost

	Quantified Benefit ($)
	How will benefit be measured/realized?
	When will benefit be realized?

	- Reengineer GA Payment and 

Cash Management Functions


	- an automated VFA payment system will significantly reduce the inherent cost resulting from manual processing
	- when system is implemented

	- Streamline Review Process

	- streamline the payment processing and reconciliation functions
	- when system is implemented

	- Streamline GA Reporting
	- improve cash management through the elimination of multiple payment entry points and the use of the web, FTP and EFT
	- when system is implemented

	- Reengineer FMS to Handle 

VFA Payment Functionality
	- defining functional areas within the VFA payment process whereby flexibility will be incorporated to handle variable fee calculations and payment schedules
	- when system is implemented


Increase Customer Satisfaction

	Quantified/Qualitative Benefit
	How will benefit be measured/realized?
	When will benefit be realized?

	- Develop and implement

electronic forms and fund 

transfers via FTP and web-based applications


	-by providing a business-to-business environment with 100% electronic payment capability
	- when system is implemented

	- Develop and implement

electronic forms and fund 

transfers via FTP and web-based applications


	- by involving Partners in the development of requirements and enhancements of forms


	- when system is implemented

	- Develop a Customer 

Relationship

Management system


	- ensuring a single point of contact for inquiries and complaints
	- when system is implemented


Increase Employee Satisfaction

	Quantified/Qualitative Benefit
	How will benefit be measured/realized?
	When will benefit be realized?

	- Reengineer GA payment and cash management functions


	- increase employee satisfaction by improving data integrity, reporting capabilities, oversight capabilities and reducing manual data entry
	- when system is implemented

	- Redesign and Link FP web-sites

for easier navigation and access 

to information


	-enhance routine internal communications within and across the FP Channel to ensure timely dissemination of information and provide a forum for new ideas
	- when system is implemented

	Assumptions

	The Business Case need to address current VFA, pending VFA, and the entire GA community if necessary, after the pilot program ends in 2002




Estimated overall dollar amount of all benefits listed above.

	Quantified Benefits

	BY
	BY+1
	BY+2
	BY+3
	BY+4
	Total

	
	
	
	
	
	

	Assumptions

	Any net benefits, if any, to be identified during Phase One and part of a follow up Business Case with revised Phase Two Development and Operational Cost


Costs


Provide costs, including those to implement the initiative and the costs to support it over its useful life.

Preliminary requirements analysis and design activity have already been completed as part of the development of this business case. This fact reduces the cost estimates for those activities significantly, particularly since this is not a new development project, but rather modifications to existing systems.

The following cost estimates are based on current requirements and analysis information and are subject to change after completion of  the Analysis and Design phase. This approach assumes a management checkpoint after the completion of the Analysis and Design phase, which may result in a modification to the cost estimates.

COST ESTIMATES


Total Cost of Ownership
What is the level of required enhancement after implementation?  

Responsibility of system owners and future enhancements

Calculation methodologies - None

Post audit responses by SFA and Gas - None

Expanded process capability as defined within the scope of the VFA contracted terms - None

What is the life span of this initiative?

The initial phase shall encompass two years from the date of the first executed agreement and extend for a period not to exceed two years from the date of the final executed agreement from the initial pool of four Guaranty Agencies.

Alternatives

Discuss what could be done in place of this initiative and describe the consequences of each alternative.

	Alternatives:
	Consequences:
	Costs Impact:

	Enhance an existing system.

Implement System changes to manage and fully support this mandate.
	Needs:   This is the solution of choice, elected by the VFA team, and represented by this Business Case.

Benefits: It potentially provides flexibility of processing (scalability & transferability); Improves internal controls; Eliminates data entry errors; Improves data integrity; Enhances tracking capability; Reduces improper payments; and facilitates recovery if VFA is terminated.

Constraints: Presumes the capability to handle all thirty six (36) GAs and every variation/mutation of flexibility possible.


	Development and Operational cost as presented in this  Business Case.



	Implement on smaller scale.

Scale enhancements to  accommodate four (4) pilot VFAs .


	Needs: Limit implementation to only address the requirements of the four (4) pilot VFAs, and not the full scope of the legislative mandate.

Benefits: It potentially provides flexibility of processing (scalability & transferability); Improves internal controls; Eliminates data entry errors; Improves data integrity; Enhances tracking capability; Reduces improper payments; and facilitates recovery if VFA is terminated.

Constraints: Assumes that no additional flexibility options will be added during the pilot phase.


	Scaled Development & Operational costs.

- Potential incremental expense beyond pilot, factored by the number of new agreements.

	Non-Technology Solution.

Change Business Processes but not Systems.

Manual System

Remain as is.


	Needs: Handle exceptions to the basic GA Payment and Reporting process allowed by VFAs (currently and/or potentially executed) with a manual process.

Benefits: No Development costs.

Constraints: Strong community desire for technological support; Potential for exponential increase in processing time and data entry error rates; Increase in FTE requirements; Reduced ability to accurately retrieve data; More difficult recovery if VFA is terminated.


	Operational costs for added FTEs, factored by number of agreements and frequency of reporting.

	Other.

Solicit vendor expertise to evaluate implementation options.
	Needs: Analysis of legislative requirements and current operational environment. (Already done by SFA and our MOD Partner)

Benefits: None.

Constraints: New contractual liaisons will have to be explored and established. There is an extremely low risk of SFA and MOD Partners misunderstanding and/or misinterpreting the legislative mandate.


	Unknown.


Risks

	Risk
	Description of Risk
	Mitigation Strategy

	Financial
	Cash Flow

Operating Costs impact

Direct Loans consolidation volume increase

Legacy system integration outside the scope of new system development (extensions) Financial Impact to School


	Clear documentation of a terminology under which a VFA can be terminated, exercise of the negotiated provisions to terminate when required, and scrutiny of each GA operating under a VFA

	Technology
	The agreements speak to specific elements within NSLDS and other operational systems at SFA that have a diminished lifespan or are legacy systems that will undergo redesign, platforming, or retirement.


	Structured testing and quality assurance in each operative unit

	Scope
	The VFAs utilize standard language and terminology, though the specifics of each are variable on delivery and performance terms within the contracted agreement.  As such, the business case could assume too broad a definition in technology, fiscal and portfolio management attributes.  Conversely, the operational and budget impacts upon SFA as determined by the analysis and design phase of this initiative may require expanding the scope to accommodate the requirements in support of VFA management.


	Not required

	Management
	The VFAs are high-profile initiatives both politically as well as within the FFEL community.  Our performance in managing the VFA process will determine to a great extent whether or not both of those areas of concern have faith in the capabilities and judgement of FP and SFA.  Crucial drivers of community and political satisfaction will include:

-Openness in sharing information regarding the progress and analysis of the agreements

-Transparency in dealing with the various agencies and organizations involved

-Swift identification and resolution of operations and implementation issues as they arise  

-Solicitation of input from various the direct and indirect participants in the VFA process

Post-2000 potential full implementation of new GA structures based on VFAs  

	Financial Partners is launching an informal focus group of FFEL representatives from guaranty agencies, lenders, servicers and Washington-based organizations to disseminate information and encourage feedback and debate on VFAs in an open and transparent environment.  Furthermore, as part of this business case a comprehensive list of internal SFA staff is being compiled to identify those responsible for each facets of VFA implementation; this will aid SFA in identifying and resolving operational issues as they arise 



	Exposure
	Given the profile and sensitivity of VFAs, there above identified management risks carried added weight with regard to potential areas of exposure.  These may include:

-Immature or unprepared FP / CFO systems to process claims and deliver payments to GAs on a timely basis

-Lack of open and public feedback process for FFEL community to participate in VFA process

-Complaints within FFEL community regarding business practices / market share / business intentions of the VFA guaranty agencies

-Reliance on ED estimates for budgeting and cost-neutrality at the program level

-Inaccurate internal costing of implementation by SFA

-Failure to achieve VFA project goals

	This business case itself is an exercise designed to minimize possible risk with regard to systems and costing.  Outreach in the form of focus groups and an active community dialogue is intended to smooth the rough transition within the fractious FFEL community as well as provide open channels for feedback.  Assessment of the risk of failing to achieve project goals is premature.




Approval Strategy 

Sources:

 (Indicate the prospective sources of supplies or services that can meet the need of this project.  List the most likely offerors for the requirement, and/or the manufacturer and model of the equipment that will most likely be offered).  

Not applicable

Competition:

 (Describe how competition will be sought, promoted, and sustained throughout the course of the acquisition, including any performance requirements that will be required).  

Not applicable

Contract Considerations:

 (For each contract contemplated, discuss contract type selection; use of multiyear contracting, options, or other special contracting methods, ex: performance-based).

Not applicable

Schedule/Milestones (including approval cycle)  

	#
	Milestone
	Start Date
	End Date

	1


	VFA Overview Kick Off
	1/17/01
	1/17/01

	2
	VFA Great Lakes Business Model Walk through
	1/25/01
	1/31/01

	3
	Cost impact and Operation Summary
	3/01/01
	3/12/01

	4
	Final Draft of Business Case
	3/31/01
	3/12/01

	5
	Executive Management review
	3/12/01
	3/16/01

	5
	Send Business Case to DSG
	3/21/01
	3/21/01

	6
	Send Business Case to IRB
	4/01/01
	4/14/01

	7


	Development Phase l:
	4/15/01
	6/30/01

	   8
	  Requirements Analysis and Design                  
	4/15/01
	5/30/01

	9
	  Implementation Planning               
	5/01/01
	6/30/01

	10
	Development Phase ll:
	6/01/01
	9/30/01

	11
	Development and Testing (1)                    
	6/01/01
	9/01/01

	12
	    Implementation and Deployment (2)                
	9/01/01
	9/30/01

	
	{1} includes preliminary report output by 08/15/01 as required by statute and due in final form by 09/30/01
	
	

	
	{2} includes generation of data for the final report to Congress due by 9/30/01
	
	


Quality Control Processes:

Each system affected by the implementation of the VFA program has existing Quality Control Plans and Procedures.

Each Quality Control Procedure affected by the requirements of the VFA program will be updated to assure that processes affected by specific VFAs are adequately monitored.

Security Issues:

The total security profile for administering the VFA pilots will be the same as it is for administering the existing GA payment and oversight functions
Disability Accommodations:

ED has published specific requirements for accessibility to Electronic and Information Technology (E&IT) by individuals with disabilities. At a minimum, the subset below must be addressed with the implementation of the VFA program:

· Software applications and operating systems

· Web-based intranet information and applications

· General Functional/Performance Requirements

· Information, Documentation, and Support

Details of these and other related standards can be found at   http://gcs.ed.gov/coninfo/clibrary/software.htm
Agreement Specific Considerations:

ED has agreed to waive selected Claims Filing Requirements and Due Diligence Requirements to facilitate Guaranty Agency performances under the VFA Pilot Program, IAW Section 428A of the HEA, as amended.

	VFA


	Payment Process
	Oversight Responsibilities

	Great Lakes (GL)
	· Performance-Based Fee replaces the LPIF and AMF Fees. Fee to be paid Quarterly

· Reinsurance Claims to be submitted and paid Weekly 


	· A VFA is reviewed regardless of how it does business with ED. Under provisions of the VFA Pilot, a GA will not be reviewed any more stringently than a GA under the normal financial program, unless deemed appropriate. Reviewers will know the provisions of the VFA Agreement with ED when conducting reviews. 

	California Student Aid Corporation (CSAC)
	· Default Aversion Fee paid Annually

· Collection Recovery Rate Improvement Fee paid Annually

· Use up to 25% of earnings in Federal Restricted Account to pay for Outreach Services

	· A VFA is reviewed regardless of how it does business with ED. Under provisions of the VFA Pilot, a GA will not be reviewed any more stringently than a GA under the normal financial program, unless deemed appropriate. Reviewers will know the provisions of the VFA Agreement with ED when conducting reviews.

	Texas Guarantee Student Loan Corporation (TG)
	· Performance-Based Fee replaces the LPIF and AMF Fees. Fee to be paid Monthly

· Reinsurance Claims to be submitted and paid Weekly

· Delinquency Prevention Fee paid quarterly

· Default Aversion Fee paid quarterly

· Collection Fees to be paid Annually [Performance Adjustment (net back)]
	· A VFA is reviewed regardless of how it does business with ED. Under provisions of the VFA Pilot, a GA will not be reviewed any more stringently than a GA under the normal financial program, unless deemed appropriate. Reviewers will know the provisions of the VFA Agreement with ED when conducting reviews.

	Massachusetts Higher Education Assistance Corporation (ASA) 
	· Performance-Based Fee includes LPIF and Portfolio Wellness Fees. Fee to be paid Quarterly

· Reinsurance Claims to be submitted and paid Weekly


	· A VFA is reviewed regardless of how it does business with ED. Under provisions of the VFA Pilot, a GA will not be reviewed any more stringently than a GA under the normal financial program, unless deemed appropriate. Reviewers will know the provisions of the VFA Agreement with ED when conducting reviews.


APPENDIX A

REPORT TO CONGRESS
VFA Report due to Congress NLT 30 Sep 2001 – Minimum Agreement Functional Items

Guaranty Agency: Name

	Functional Item
	Lead Organization 
	POC (s)
	Actions Required
	Impact Area (s)
	Participating Organizations
	POC (s)

	Description of Agreement
	FP - State Agency Liaison
	Cameron Ishaq
	
	
	
	

	Performance Goals
	FP - State Agency Liaison
	Cameron Ishaq
	
	
	· Portfolio Management

· Debt Collection

· NSLDS

· PEPS

· SFA Analysis
	Evelyn Gaites /Mary Nelson

Gary Hopkins

Valerie Sherrer/

Barbara Cobbs

Rana O’Brien

Jeff Baker

	Participating GAs
	FP – State Agency Liaison
	Cameron Ishaq
	
	
	
	

	Statutory or Regulatory Waivers
	FP – State Agency Liaison
	Cameron Ishaq
	
	
	· OGC

· Debt Collection

· Fin. Analysis

· FP-Partner Services
	Lee Harris/ Brian Siegel/ Pam Moran

Gary Hopkins

Dottie Kingsley

Katrina Turner

	Waivers to Other GAs


	FP – State Agency Liaison 
	Cameron Ishaq
	
	
	· Debt Collection

· Portfolio Management

· FP- Partner Services

· SFA Analysis

· OGC
	Gary Hopkins

Evelyn Gaites /Mary Nelson

Katrina Turner

Jeff Baker

Lee Harris/ Brian Siegel/ Pam Moran

	Description of Standards by GA
	FP – State Agency Liaison
	Cameron Ishaq
	
	
	
	

	Degree of Achievement of Performance Standards
	FP – State Agency Liaison
	
	
	
	· Debt Collection

· FMS
	Gary Hopkins

Cynthia Heath/

Paul Stonner

	Analysis of Fees Paid by ED
	FP – Financial Management
	Frank Ramos
	
	
	· CFO (FMS)

· ED Budget

· FP- Partner Services
	Cynthia Heath/

Paul Stoner

William Graham

Katrina Turner



	Costs and Efficiencies Achieved
	FP – State Agency Liaison
	Cameron Ishaq
	
	
	· ED Budget

· Portfolio Management
	William Graham

Evelyn Gaites /Mary Nelson
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