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Dear Colleague:

| am excited to report our progressin thisthird edition of SFA’s Modernization Blueprint. This report outlines the
steps we' ve taken in the last six months to transform SFA into a performance-based organization. The blueprint
also talks about the steps we will take on our path to fulfilling our goal to improve service to students while
cutting the overall cost of financial assistance.

Our mission is*We Help Put America Through School,” and we' re collaborating with our partners in the schools
and the financial arenato get the job done. We' ve made great strides. We have continued to roll out new and
enhanced products, and to enable more and more business to be handled electronically. Our new School Portal is
now online so users will have lots of information at their fingertips.

We're working hard to move toward an e-business model, and I’ m delighted to report that our Free Application
for Federal Student Aid (FAFSA) Web site received an E-Gov Pioneer Award. Thisis recognition we're on the
right course.

We want you to be able to pick up this blueprint and know pretty quickly what we' ve been up to. So we' ve made
it more brief, but still packed lots of information in it about where we are today and where we want to go.

In this blueprint, we' ve pretty much stayed the course that we set forth afew months ago. That means we think
we're on the right track—there' s still alot to do, but we' re committed to transforming SFA into a best-in-business
organization for ourselves, schools, partners, and most importantly, students.

WEe're glad to have your support.

Warm regards,

Greg Woods

Chief Operating Officer
Student Financia Assistance
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Chapter | -
Executive Summary:
An Update on Our Progress
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“| can't stress enough how much easier and intuitive this is than your paper form. |
was dreading doing this, remembering the horrors when | was applying for

under graduate school. But thisis fantastic. It was even fun. If at all possible, | would
really market this as the way to fill out the FAFSA. It’s been the most pleasurable
experience |’ ve ever had dealing with a government agency.”

—Sacy (Student Applicant)
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How To Use This Blueprint

his version of the Modernization Blueprint is designed to update you on SFA’s major accomplishments
during the last six months, and to give you some information about what to expect from SFA as we move
forward.

As discussed in the previous blueprints, we' ve developed avision of how SFA can best deliver on our mission of
helping put Americathrough school. Under that vision, the student is at the center of the organization—and
everything else we do is guided by how best we can help get the right funds to the right student at the right time.

To forward our vision, we have identified and put in place initiatives throughout the organization, which we
discussin the ensuing chapters. Chapter |1 starts with alook at how our business delivery framework has evolved.
We then provide more information about what we' ve done since we last updated you, and look ahead to the
specific projects SFA’ steams plan to undertake in the next six to twelve months. Chapter 111 discusses the
technical architecture that SFA’s putting in place to support our business goals and initiatives. Finally, Chapter 1V
contains a sequencing plan that explains some of the key initiatives we' ve taken or will undertake to improve
customer satisfaction, lower unit cost and enhance employee satisfaction.

We want our customers and partners to be able to pick up this blueprint and find out quickly what business
practices and technologies we're putting in place to enable SFA’ s success. To achieve this, we' vetried to be
concise—and this document is hundreds of pages shorter than the last version. This blueprint is not intended to be
adetailed accounting of our modernization plan, but rather a high-level summary.
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Where We Are Today

Since our last Modernization Blueprint update, we' ve moved forward with our goal to transform SFA into a
performance-based organization that combines best-in-business practices with the management tools and
systems architecture needed to make it happen.

Our blueprint explains what we' ve done, what’s up next, and when we will do it. It’ stargeted to our mission of
helping put America through school, and measures our success by how well we meet three overarching
performance goals:

» Increasing Customer Satisfaction

» Decreasing Unit Cost

» |ncreasing Employee Satisfaction
So how have we donein the last six months? We want you to judge our progress for yourself.

Here' s a highlight of some of our accomplishments.

* |nthe Students Channel, we're working to make information and educational materials about the variety of
financial aid programs available both through the schools and over the Internet. In the last six months:
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Figurel- Increasein Web Site Usage

= SFA’sFree Application for Federa Student Aid Web site (fafsa.ed.gov) won the E-Gov 2000 Pioneer

Award. This popular site allows for instantaneous online submissions, and cuts the processing time for aid

applications from three weeks down to one week. It also provides online, content-specific help, and cuts
down to one percent the number of applications rejected as aresult of incomplete or inconsistent data.
Plus students can electronically sign their applications.

= We've sent out more than twelve million Personal 1D numbers (PINS) to date to enable studentsto file
FAFSAs dectronicaly. Over 4 million FAFSA have been filed electronically this year, a 24 percent
increase over |ast year.
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= We'vesigned anew “Share-in-Savings’ contract with our modernization partner, Andersen Consulting,
for systemsintegration and simplification of our Central Data System (CDS), a computer system that
services the Federal Direct Loan program. This simplification will reduce costs. It will also eliminate
redundant business processes being performed in other systems, thereby improving processing time and
reducing the number of errors. Under the plan, our partner’ s payment is based on a percentage of the
savings it helps create, up to a maximum payment of $14.4 million during the four-year contract. Thus,
our partner can only succeed when SFA succeeds. Theinitiative is expected to reduce SFA’sloan
servicing costs between $40-$50 million by fiscal year 2004.

= Onthe collections side, we have taken steps to improve our systems and maximize our returns. We' ve
collected over $1.29 billion in outstanding debts, and we are now offering new payment options to those
customers with outstanding payments due.

» |nthe Schools Channel, we' re working to improve schools' satisfaction and conformity among school
administrators and advisors. In the last six months:

=  We ve made anumber of changes to the Recipient Financial Management System (RFMS), including
elimination of special disbursement records and improved document handling, to facilitate quicker and
easier reconciliation. We' ve also made changes to the Loan Origination system to reduce thetime that’s
spent in reconciliation.

=  We ve added real-time access to a number of SFA’s systems, including RFMS, Loan Origination, the
Direct Loan Servicing System, and FAFSA processing. Additionaly, real-time information will help
better serve students and permit financial aid professionals to respond more quickly, more accurately, and
with increased productivity.

*» |ntheFinancial Partners Channel, we're putting in place new systems and processes to improve customer
satisfaction and compliance among lenders and guaranty agencies, to reduce unit costs related to financial
partner operations, and to improve satisfaction among the employees who work to support financial partner
services. In the last six months:

= We'veput in place new Web-based software—Forms 2000—for submitting applications for
reimbursement. Working with the financial community, we' ve reduced financial reporting requirements
from three reports to one. In addition, we' ve put the report online, which we expect will reduce error rates
and speed up payment rates.

= We ve been working on arisk management model to help us structure SFA’s monitoring and review
efforts. With ailmost 8,000 partnersin the federal financial aid arena, it’ s not cost-effective to monitor
them all. With this new risk framework, our regional reviewerswill be able to manage risk more
consistently and fairly.

= |nthe Office of the Chief Information Officer, we've been building the foundation that is going to support
SFA’s efforts to evolve into an e-commerce government service organization. In the last six months:

=  We veestablished four critical technical architectures—Internet, Portal, Enterprise Application

Integration, and Data Warehouse—and we’ ve implemented them in the Virtual Data Center in both the
development and production environments.
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=  We'verolled out anew Intranet so employees can stay updated on the latest news and announcements,
learn more about our modernization efforts, ook at open job descriptions, view SFA University offerings
and much more.

» |nthe Office of the Chief Financial Officer, we' re working to reduce unit costs and to develop afinancial
management system that will allow unit cost tracking for every segment of SFA’s operation. In the last six
months:

=  We' veimplemented Phase Il of our Financia Management System (FMS) to improve service to our
guaranty agency partners. As part of this process, we presented Forms 2000 at the National Council for
Higher Education Loan Programs (NCHELP) conference. FM S was the first Commercial-Off-The-Shel f
(COTYS) application to be implemented within SFA on time and on budget.

=  We'veaso been working with our partners to automate how we handle the Leveraging Educational
Assistance Partnership Program (LEAPP), the Specia Leveraging Educational Assistance Partnership
Program (SLEAPP), and SFA’s Asset Management.

» |nthe Office of the Ombudsman, we' ve focused our attention on handling cases and setting up the
administrative processes and procedures to make that happen effectively. In the last six months:

» We've developed the second release of our case tracking system (OCTS 2.0) in order to enhance
reporting capabilities and make it possible to automatically assign cases based on businessrules. OCTS
2.0 will aso give usthe ability to create a*knowledge library” for our ombudsman speciaists, and will
enable us to provide case origination status checking information over the Internet.

= Our Enterprise Service Areas provide the foundation for the services SFA provides both internally and
externally. In the last six months, we' ve undertaken some key initiatives:

*» The Contracting and Acquisitions Team has added performance measures to a number of SFA’s key
contracts in order to improve accountability. They’ ve also negotiated what David Keegan of Federal
Computer Week" called “the Education Department’ s groundbreaking share-in-savings contract.”

= TheHuman Resources Team has developed a skills model that factorsin three variables—knowledge,
skills, and abilities—to enhance SFA’s professional environment. The skills model will feed an updated
professional development system that’s due out next year.

= TheAnalysis Team has developed baselines for al core business processes to measure SFA’s
performance in improving customer and employee satisfaction, and in reducing unit costs.

1 “Education to ‘share.” Agency isfirst out of the gate with share-in-savings,” by Daniel Keegan. Federal Computer Week,
7/31/2000.

Modernization Blueprint Draft Page 8 of 68 Mar. 4, 02 at 11:32 AM



DRAFT — For Discussion Purposes Only

= The SFA University led the entire SFA staff through PBO at the Front Lines, atraining course designed
to help employees recognize the changes occurring at SFA, and to understand why they’re being
implemented and what impact they will have. This training was an important step in making all of our
employees understand how a performance-based organization empowers empl oyees to be accountable for
customer satisfaction. During the course, employees were put into teams, each with its own coach, to
develop action plans to facilitate the changes identified as important by our customers.

Of course, we' ve undertaken many more projects and done alot more behind the scenesto further our goal of

transforming SFA into a premier performance-based organization. And we're going to share details of our work
with you in Chapters |1 through V.
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Chapter |1 -
Enabling SFA’s Success
Through Best-in-Business Practices
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“ The partnership...developed over the last couple of years has been remarkable. The
trust, confidence, and respect we have for each other isevident in our
accomplishments.”

—Kelly Wolfe

Accounting Manager
United Sudent Assistance Group
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Building a Solid Business Framework

ince our last blueprint, we' ve learned even more about what we need to do to build a solid business
framework. That's allowed us to make some important improvements to help us get better at what we do.

At SFA, the student is the center of our organization—and everything we do is guided by how we can best help
get the right funds to the right student at the right time. To further our efforts to achieve our mission of helping
put America through school, we designed a business model early on which describes our business processes and
how we are structured to work with students, schools, and our financial partners.
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Figure 2 — SFA Business M odel

While this business model continues to define how SFA operates, in the last six months we' ve evolved the way
we think about how our core business processes work together. Building on the current business model, we've
developed a service delivery framework to help us get the job done.

Our service delivery framework is designed to improve collaboration between SFA and schools, lenders and
guaranty agencies, product and service vendors, and our other operating partners. Thiswill enable usto tailor and
deliver financial aid packages that meet each student’s unique needs. It’s also designed to facilitate seamless, end-
to-end customer service by creating an open and collaborative operating environment fueled by accurate, real-
time information for al users.

SFA’s framework will help promote cooperation and collaboration through streamlined processes and shared
information. We're developing a“one-stop shop” for loan information that will enable students to more easily
determine what financia aid is available to them and how and when to apply. Under this framework, SFA will
provide support to our partners, and provide easy access to student loan information for both students and schools.
We're also using new Web-based tools to capture integrated application information and to provide SFA’s
employees and partners with more accurate, timely, and reliable data.
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Aswe move forward to implement these new programs and initiatives, we' re always mindful of our core
mission—nhel ping students. As aresult, we' re working hard to implement best-in-business practices to enhance
customer satisfaction.

For example, in the framework, the entire loan delivery process will be placed under a Customer Relationship
Management (CRM) umbrella. By applying CRM to the aid process, we intend to enable processing to occur at e-
speed. In addition, by using Web-based Customer Relationship Management tools, students and partners will have
access to the right information, when they need it, with appropriate support and assistance.

We're also developing new standards for customer service, such as making sure students only need to make a
single call to obtain information. To facilitate this and other best-in-business practices, we' re integrating the
Internet and other tools with our existing technology systems to improve response times and access to
information, and to give SFA’s employees and partners the tools and skills they need to make sure our customers
walk away feeling good about SFA.

A key component of the framework is to create closer relationships with our schools and financial partners as we
move toward afacilitative role in meeting every student’s needs. To help us do this, the framework illustrates the
specific organizational and technical capabilities needed to deliver best-in-business financial aid service—from
promoting awareness of financial aid opportunities, to designing the right products and services for our customers,
to effectively managing and servicing student loans and grants.

Our objective: asimplified system for students and an enhanced working relationships with our partners. We want
to enable current and past students to have easy access to information and answers to their questions about
financial aid packages, |oan balances, repayment options, and other data, whether they’re calling on the telephone
or surfing on the Internet. We also want to enhance our working relationships with the financial aid community,
and work in collaboration with schools and our financial partnersto share ideas and best practices, streamline
procedures for students, and respond to our customers needs and service expectations.

PBO Success Factors

SFA’s success in transforming into a performance-based organization and achieving our three overarching
performance objectives will be guided by the following success factors, which we put in place to help focus us
and prioritize our modernization efforts:

A high performance workforce.
Satisfied customers and partners.
Integrated and efficient operations.
Great products and services.

Fiscal responsibility.

Reduced unit costs.

To support success in these areas, we have introduced four SFA Performance Excellence Standards — worthy of
trust, courtesy, great products and services, and efficiency. These standards are designed to guide usin dealing
with our customers, partners, and each other.

To help us achieve our goals, we have identified and put in place priority initiatives throughout the organization,
which we discuss below. In the upcoming months, we will do even more. We intend to establish performance
metrics for each of these critical PBO success factors so we can track and monitor our progress and make
adjustments where needed. We'll also use these metrics to create an SFA “Modernization Scorecard” to measure
the benefits from our modernization investments.
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» Creating aHigh Performance Workforce

An organization’ s capacity for success rests with its employees. SFA’s commitment to providing top-notch
serviceisbuilt, first and foremost, on initiatives that support our employees. These include major investmentsto
enable our employeesto work collaboratively, efficiently, and effectively. Our commitments to give SFA
employees what they need to do their best include rel ocating to a new building with better-designed work
environments, facilities, and support infrastructure, and offering ongoing career and professional devel opment
through SFA University. We're also introducing performance management tools to encourage individual and
team performance. In addition, we' re fostering collaborative working relationships with our operating partners
through performance-based contracts that align them to our shared benefits and goals.

= |Improving Customer Satisfaction

SFA’ s participation in the American Customer Satisfaction Index (ACSI) demonstrates our commitment to
improving customer satisfaction. The feedback from the ASCI’ sinitial surveys of customer satisfaction suggests
that we're generally doing a better job than last year. We are committed to even better service.

We will continue to ask our customers and partners what you need and want, and involve you in developing new
products and services to meet these needs. SFA’ s also going to focus on making it easier for you to interact with
us through the Internet, and streamline our processes to simplify how we do business. Our objectiveisto provide
students, schools, and financial partners with the information and assistance you need—when you need it.

= Developing Integrated and Efficient Operations

New technologies make it possible to serve our customers and work with our partners more effectively than ever
before. SFA is committed to using these technologies to reengineer our business processes, transform our business
delivery model, and replace our outdated and inefficient legacy systems with user-centric, Internet-enabled
applications.

SFA isworking on a number of initiatives to achieve this objective. We' re developing the capability to deliver
common loan origination and disbursement across all SFA programs, and Web-based portals to deliver
customized information to students, schoals, financial partners, and SFA employees. We're developing this
Financial Management System to enabl e better controls and management of our financial responsibilities. SFA is
also establishing the necessary technical tools, standards, and procedures to allow our systems to work together
more effectively, and we' re integrating—and ultimately replacing—our disparate legacy systems with electronic,
Web-based tools and practices.

» Dédivering Great Products and Services

SFA is committed to understanding and responding to what our customers need and value in the products and
services we provide. This starts with communication. We' ve been doing it, and we plan to continue to ask you—
our customers and partners—what’ s important, and solicit your feedback on how we're doing. We aso plan to
continue involving you in developing and delivering new products and services.

Some of the great products and services we're delivering include enhancing the Free Application for Federal
Student Aid (FAFSA) on the Web and expanding our Financial Partners processes and tools (including e-forms
for the exchange of data). SFA’s also replacing the Central Data System and enhancing current systems involved
in Direct Loan Servicing.
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» Ensuring Fiscal Accountability

As a performance-based organization, SFA isrequired to demonstrate fiscal responsibility and accountability. We
plan to take this requirement one step further by transforming SFA into a best-in-business financial management
organization.

The new Financial Management System we're building will enable efficient management controls for the flow of
financial transactions throughout SFA, thus enabling us to achieve clean annual audits. In addition, we're
planning to develop new default management tools and practices to assist students and reduce the default rate on
loans.

= Reducing Unit Costs

At SFA, we are looking to reduce how much it costs to administer aid to each recipient. SFA’ sinvestment in new
technol ogies and best-in-business processes will enable usto do more with less. We're putting in place systems
that will alow usto track how we operate. By increasing our efficiency, we will improve our capacity to serve
more students, handle more transactions, and deliver better results at alower unit cost. Taken together, our
modernization initiatives and improvements are expected to reduce our overall unit cost from 1999 levels by 20
percent by 2004.

Our ahility to transform SFA into a performance-based organization starts by putting the right people and the right
structures in place to enable change. Under our plan for where we' re going and how we' re going to get there,

we' ve worked hard internally—and with our operating partners—to define and implement the steps we need to
move toward our vision of atransformed SFA.
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An Update
From SFA’sOrganizational Units

t SFA, each of our organizational units (our “departments’) is committed to meeting SFA’sthree

overarching performance objectives—to improve customer service, reduce unit costs, and increase employee
satisfaction. We're doing this by focusing on projects and service improvements that will directly contribute to
these goals.

The following section provides more details on what each of our Channels and Enterprise Units has been up to
since we last updated you, and what specific projects we have on the horizon to forward our goals.

Students Channel

SFA isworking to ensure that students, from an early age, recognize that post-secondary education is readily
accessible and affordable. Our objective isto make information and educational materials about the variety of
financial aid programs available through both the schools and over the Internet. Thiswill enable students and their
families to choose the method that works best for them as they begin the financial aid planning and application
process.

We are delighted to report that our Free Application for Federal Student Aid (FAFSA) Web site (fafsa.ed.gov)
won the E-Gov 2000 Pioneer Award for e-government best practices. The award is given for tools that increase
productivity, reduce cost, and improve the quality, timeliness, and accuracy of services provided to the public.

In the last six months, we' ve sent out over five million additional persona 1D numbers (PINS) to enable students
to file FAFSAs over the Internet. Over 10.5 million loan applications have also been processed in atimely
manner. We have also developed the Reference Guide for Student Financial Assistance Resources and provided it
to all of our Customer Relationship Management representatives so that they have the answers they need. In
addition, we created a call center Integrated Product Team to work on providing active call transfers, and we want
to make our voice-response units more Spanish-language friendly.

On the collections side, we' ve taken steps within the Students Channel to improve our systems and maximize our
returns. We have streamlined the Treasury offset process and set up new collection contracts that can be executed
electronically. Over $1.29 billion in outstanding debts has been collected to date and new repayment options are
being offered to those customers with outstanding payments due. In the coming months, we' re hoping to reduce
the collection lifecycle from 18 months to six months.

Aswe move forward, we intend to build on our progress. We're continuing to move Direct Loan Servicing into
the e-commerce arena. We are aso going to further enhance our FAFSA on the Web software. And, within the
next twelve months, we intend to have our deferment and forebearance forms available in Spanish.

The bottom line isthat we' re working to make the financial aid process as ssmple and convenient as possible for
students. From our Internet Web portal to our 24-hour call centers, we're enabling students —our customers—to
find out about their options, ask for help, apply for aid, keep track of their loan balances and keep us up-to-date
with personal data, like a change of address, that enable us to help them.

Schools Channel
SFA isworking to improve schools' satisfaction and compliance among school administrators. During the past six

months, new initiatives have been put into place to reduce unit costs related to our school partners’ operational
costs. The benefits of these improvements will be noticeable as of the 2001-2002 award year. Within the Schools
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Channel, we're trying to simplify the processes and systems that support our interactions within schools to reduce
the amount of time they have to spend managing our systems and chasing data—so they can spend more time
servicing students. Thiswill improve customer satisfaction and the satisfaction of those employees who support
school services.

At the Software Developers' Conference in August, SFA announced a number of changes to the Recipient
Financial Management System (RFMS) and the L oan Origination system that will reduce the time that’s spent on
reconciliation. At the National Association of School Financial Aid Administrators (NASFAA) conference, we
announced even more changes to RFMS, including elimination of the special disbursements records, a complete
reconciliation file, and improved document management. To reduce the workload on campuses, SFA is now
including an e-mail address with the loan origination information to assist with more direct communication with
students and to facilitate the automatic reconciliation of participant information in the Postsecondary Education
Participant System (PEPS) and the Loan Origination Center (LOC).

In the last six months, we' ve changed or eliminated a number of edits that had produced unnecessary manual
reviews by schools. Since reconciliation now consumes a great deal of the overall school financial aid effort, this
simplification effort will immediately benefit schools nationwide.

Real-time access has been added to a number of SFA systems, including RFMS, Loan Origination, the Direct
Loan Servicing System, and FAFSA processing. |mmediate access to the most current data aso facilitates
financial aid counseling and increases the response time for both the reconciliation process and answering of
guestions from students and parents. This additional real-time information will better serve students and permit
financial aid professionals to respond more quickly, more accurately, and with increased productivity.

Our School Portal, designed specifically for financia aid professionals, was rolled out to the school community in
October of thisyear. The portal combines a number of information sources including calendar tools and access to
all of SFA’s data systems with Web sites.
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Over the past six months, we have evaluated all schools still on the reimbursement payment method in order to
remove those ready to return to advance payment and, for those not yet ready, devel op action plans for removal
from reimbursement.

We have aso redesigned the Quality Assurance (QA) Program. First, changing the sampling requirement to allow
QA schools more flexibility in defining their student populations. At the annual Quality Assurance Program
Conferencein May, we announced the migration of the QA Program from a program for a small, select group of
schools to a program that provides standards for al schools.

Aswe look ahead to the next six months within the Schools Channel, we will continue our drive for simplification
with the Common Origination and Disbursement (COD) initiative. Thisis designed to put in place common
processes across al financial aid programs. Implementing common processes will reduce a school’ s investment in
information systems and the coding of multiple records and processes, training on multiple SFA systems and
operations, and will reduce the number of errors and time spent on reconciliation. The COD initiative will begin
with common processes for the Pell Grant, Campus-Based and Direct Loan Programs. In addition, we are
designing a process flexible enough to be utilized by the Federal Family Education Loan (FFEL) Program,
aternative loans and state grantsif desired.

The Common Record effort, a part of COD, will develop standards for the transfer of data among financial aid
delivery partners. Aswe begin to rel ease these standards, we at SFA, along with our partners, will begin the
implementation of common processes. Thiswill include identifying common edits across programs and the
elimination of inter-system edits no longer necessary as we improve our underlying systems, thus reducing the
number of errors and students caught up in the process.

We are hosting three Electronic Access Conferences (EAC) in November and December, at which we will be
updating the community on improvements and current initiatives. The EACs will include not only informational
sessions on where we are going but will also include working sessions where schools will be invited to touch and
feel some of our new products. They will also be asked to give input into the direction of many of our initiatives.

We are in the process of working with the community to identify improvements in the system that supports the
Campus-Based Programs. In the next six months we will undertake an initiative to migrate the functionality of
this system, such as processing FISAP information, to arelational database. Thiswill allow schoolsto track, on-
ling, the status of their FISAP, waivers, and other key items. In addition, it will allow us to Web-enable the
application process for ease of filing.

Beginning in January 2001, students, schools, lenders, guaranty agencies, and others will have even more timely
data. And, in early spring 2001, Version 2 of the School Portal will bring the convenience of asingle sign-on, a
calendar that is coordinated with the National Association of Student Financial Aid Administrators, and a variety
of new information tools.

Aswe look ahead, SFA will continue to work with our partners on the COD initiative. We' re also hoping to pilot
the common origination and disbursement system in January 2002, and we'll be extending it as rapidly as our
financial aid delivery partners can accommodate us.

Financial Partners Channel
At SFA, we're striving to improve the overall delivery and administration of financial aid. To help achieve this
objective, we're actively putting in place new systems and processes to improve customer satisfaction and

compliance among lenders and guaranty agencies. Thiswill help reduce costs related to financial partner
operations and improve satisfaction among the employees who work to support financial partner services.

Modernization Blueprint Draft Page 18 of 68 Mar. 4, 02 at 11:32 AM



DRAFT — For Discussion Purposes Only

In the last six months, we' ve made significant progress in reengineering a number of the processes that our
financial partners depend on. We have put in place new Web-based software—Forms 2000—for submitting
applications for reimbursement. Working with our partners on our Forms 2000 initiative, we have reduced the
financial reporting requirements down from three reports to one—and that report became available onlinein
October of thisyear. Our financial partners who have tested our pilot electronic reporting system are providing
positive feedback. Payments are received much more quickly when the request is provided electronically to
SFA’s systems. In addition, online forms are reducing error rates and decreasing our need for reconciliation and
correction efforts.

To better serve our partners, the first Voluntary Flexible Agreement (VFA) was sent out for public comment, and
is currently awaiting congressiona review. In addition, on October 2, we held the first Student Loan Repayment
Symposium to solicit ideas and best practices for us to use in developing the next steps to reduce default rates.

On the risk management side, we' re seeking to ensure that risk reviews are quantifiable, objective, consistent, fair,
and equitable. A conceptual design of our risk management model has been tested and we plan to complete the
model within the next six months. Subsequently, we intend to gather data in the data warehouse to test the final
risk assessment model as accurately as possible to see how well it predicts potential risk.

Using the combination of a data warehouse and a risk management model, our objectiveis to structure our
reviews and apply them to where help is most needed. We're a so striving to ensure our regional reviewers have
access to al the information they need to conduct their reviews.

In the technology arena, we have taken steps within the Financial Partners Channel to put in place systems that
will help us operate more efficiently. We' ve created an inventory of third-party interfaces, as well as an inventory
for key documents.

In other news, we' ve developed avision, a mission statement, and a strategy rooted in customer intimacy, to
further achieve customer satisfaction. We are rededicating our commitment to strengthening working partnerships
between SFA’s Financia Partners Channel and our financial partners. In addition, we're giving our employees the
tools they need to achieve our goals.

Aswe look ahead, we' re planning to transfer lender payments to FMS, and we'll analyze the Federal Family
Education Loan (FFEL) Program system to see where improvements can be made.

The bottom line isthat by making financial transactions faster, cheaper, and more electronic—and reviews
smoother, more efficient, and more predictable—we will improve the delivery and administration of financial aid
while improving customer satisfaction, empowering our employees, and reducing unit costs.

Chief Information Officer

The Office of the Chief Information Officer has been instrumental in SFA’s efforts to evolve to an e-commerce
government service organization. We are continuing to make strides in this direction. Four critical architectures—
Internet, Portal, Enterprise Application Integration (EAI), and Data Warehouse—have been established and
implemented in the Virtual Data Center. The CIO Team has also run a successful pilot on the EAl middleware,
and used the Highway 1 project to demonstrate that a student can sign on once and access our multiple systems.

In the past six months, we' ve rolled out some new products, including the Information for Financial Aid
Professionals (IFAP) replatform and—most recently—the School Portal. To enhance our data security, we' ve
implemented A 130 security policies and procedures in response to issues addressed in the Inspector Generd’s
report. In other news, we have aso rolled out anew SFA Intranet, SFANet, so employees can stay updated on the
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latest news and announcements in SFA, learn about the modernization effort, look at open job descriptions, view
SFAU courses, and much more.

In other devel opments, the CIO Team made more internal practices and plans available to our partners and
customers. We' ve moved working documents and material from the Software Engineering Handbook to the
Extranet so that more of you can be involved in our Modernization process. In addition, we' ve developed a
Technology Handbook which contains SFA’ s information technology policies and procedures on security,
privacy, software engineering standards, configuration management, and enterprise architecture.

To ensure that SFA employees are up-to-speed on our new systems, we're currently evaluating opportunities to
offer Web-based training to our employees. The CIO Team is also dated to provide Customer Relationship
Management (CRM) technology for SFA’s call centers. Our call center representatives will use CRM to expedite
solving customer’ s problems and accessing their readily available information. CIO will aso support the
enterprise Human Resources Information System (HRIS) and phase |11 of the Financial Management System
implementation.

In the next six months, the C1O Team plansto define the technical architecture standards for e-document
management and brand a new look and feel for our software products. By standardizing these Web applications,
SFA can reduce the cost of maintaining separate technical environments while making navigation easier for our
users. Other projects we are working on include a seat management pilot, transforming our communications
network to an Internet based system, and moving the Title IV wide area network (T1Vwan) to the Internet.

In evaluating the progress the C1O Team has made—and what we plan to do as we move forward—we have made
two key changesin direction since the last blueprint was released. First, we' ve expanded the architectures to
include Extensible Markup Language (XML), portals, and other Customer Relationship Management technology.
Secondly, we' ve shifted away from owning software to a consumption of services model, in which we pay for
transactions or cycles.

The bottom line iswe' re continuing our efforts to provide quality service to our partners and customersin a cost-
effective manner. As we move forward with these efforts, the CIO Team is committed to ensuring that all these
changes we're putting in place to improve efficiency and service happen behind the scenes so that we enhance
service to our customersin the long run without disrupting it in the interim.

Chief Financial Officer

The Office of the Chief Financial Officer is primarily concerned with reducing unit cost within SFA operations.
We' ve been making progress toward these goals.

During the last six months, we' ve implemented Phase |1 of our Financia Management System (FMS) to improve
service to our guaranty agency partners. We have presented and tested Forms 2000 at the NCHELP conference,
and we' ve also worked with our partnersto automate LEAPP, SLEAPP, and SFA’s Asset Management. In
addition, we' ve configured our financial management system with the flexibility needed for invoicing capability
to support the Voluntary Flexible Agreements.

On the accounting side, the CFO Team has been building the infrastructure to enable SFA to capture far more
detailed financial information than the current Department-based system has allowed. Our objective isto enable
our employees to have the data they need to analyze SFA’sfinancial picture and make recommendations. To date,
we' ve modeled the 1998, 1999 and year-to-date 2000 costs using the Activity Based Costing model, and we're
working with the Department of Education on alocating coststo SFA to populate the model. In addition, we' ve
developed a system to determine unit cost, and we' re working to put in place the necessary infrastructure to
connect to the data needed to populate the system.
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In other recent devel opments, we completed the 1999 audit principally through a manual reconciliation process,
and we' ve reconciled SFA’ s numbers to the Department of Education’ strial balance. We' ve also been producing
the five required financial statements on aquarterly basis.

Aswelook forward, the CFO Team intends to work with guaranty agencies and lendersto clean up the datain the
National Student Loan Data System (NSLDS). We also plan to roll out Phase |11 of FMSto improve serviceto
our lenders, including Direct Loan Grants, Campus-Based Administration, and the General Ledger. A Web-based
tool to collect data on lender payments and interest reimbursementsis also in development.

We are basically seeking to further assure our partners and customers that we can manage money and exercise
fiduciary responsibility—and, at the same time, provide accurate information and deliver fundsin atimely
manner. We' re also trying to enable our employees to move beyond processing to financial analysis, thus
becoming the experts of choicein the financial arena.

Asthe CFO Team moves to achieve our abjectives, we' re going to continue to put in place systems to provide our
financial partners with more detailed information including exact funding status reports and just-in-time funds
payment. We're also redesigning the budget formulation and execution process, and seeking to produce financial
statements which are auditable. We plan to reduce the number of outstanding audits, and to provide the capability
to analyze the Direct L oan portfolio.

Ombudsman

The Office of the Ombudsman was created in September 1999 to mediate disputes and improve communication
between SFA and our customers. The Ombudsman informally resolves complaints from student borrowers,
handles disputes, and collects information to improve services and prevent future problems.

During the past six months, we' ve been primarily focused on resolving existing cases and setting up the
administrative processes and procedures to make that happen more effectively. We' ve also created operating
standards that reflect both the goals and objectives of the Office of the Ombudsman and support the concept of a
performance-based organization. In addition, we' ve successfully reached out to collaborate with our internal and
external partners to improve the problem-solving process.

Since we last updated you, the Office of the Ombudsman has aso developed the second release of our
Ombudsman Case Tracking System (OCTS 2.0). Thiswill enhance our reporting capabilities and make it possible
to automatically assign cases based on business rules. The new system also gives us the ability to create a
knowledge library so that our ombudsman specialists will have better information on the problemsthey’re
encountering. This system also makes available the techniques and strategies that allow us to successfully resolve
disputes. The system provides an early warning mechanism so case specialists can understand the root causes of
the problems they are encountering and offer suggestions to our partners and our organization on ways to prevent
them. OCTS 2.0 will aso enable usto provide case origination and status checking information through the
Internet. The Office of the Ombudsman will be making OCTS 2.0 operationa in the next six months.

The officeis also looking to set up an online kiosk so that other SFA offices can learn about the new case tracking
system and the capabilities that are provided by the software package.

Looking farther ahead, we plan to continue to expand our outreach to internal and external partners. We're
looking at Web-enabled “chat room” capabilities to improve real -time communications with our partners, and an
expanded presence of ombudsman specialists at SFA regional offices. In addition, we're looking at new forums,
such as conferences, site visits, and regular conference calls, to expand SFA’ s collaboration with our guaranty
agencies and loan holders and to share best practices and improve our collective case resolution capability. We're
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also seeking to identify and select mediation/complaint resolution courses that can be used to train ombudsman
specialists, partners, contractors, and other SFA employees.

In the Office of the Ombudsman, we're focused on “doing it right the first time.” We want to remove obstacles
that prevent customer service and satisfaction. That means we must be responsive, solve prablems on atimely
basis, act collaboratively, and be diligent about compiling and analyzing the information that we receive. Success
means satisfied customers—and, at SFA, we believe that’ s essential.

Enterprise Service Areas

SFA isworking to improve the way we manage our critical assets. people, technology, facilities, and our vendor
relationships. Our “Enterprise Services’ create and deliver value for SFA by supporting our business processes.
These service areas provide the foundation for the services SFA provides both internally and externally.

In amodernized SFA, the internal needs and business processes drive the level and type of services performed by
Enterprise Services. Enterprise Services performs best-in-business Human Resources Management, 1T
Management, Facilities Management, and Contract and Acquisition Management across SFA’ s operation to
provide a consolidated, channel-driven approach to support services. Enabled by technology, Enterprise Services
can partner with each channel to reduce costs and streamline operations for all parties.

Contracting and Acquisitions

Through streamlined and innovative planning, the Contracting and Acquisitions Team has improved the way we
do business. In the past six months, we' ve reviewed all our legacy contracts against our Modernization
Sequencing Plan to see which ones to keep and which ones to tombstone. Some contracts were extended or rebid
for now, including National Student Loan Data System (NSLDS), Campus-Based System (CBS), Postsecondary
Education Participants System (PEPS), and Federal Family Educational Loan (FFEL) System. New performance
measures have been added to improve accountability.

The Contracting and Acquisitions Team has also negotiated new contractual structures. These include a“ share-in-
savings’ plan that includes performance incentives. For example, for integrating and simplifying SFA’s Central
Data System (CDS) a percentage of the savings SFA achieves will serve as payment for the work provided, rather
than atraditional fixed fee.

WEe' ve also taken advantage of our new regulatory flexibility in the contracting arena to partner with the General
Services Administration (GSA) to develop other collection contracts. For example, we' ve negotiated a new
“share-in-savings’ collections contract that has reduced the number of contractors from 27 to 13. We renegotiated
the compensation for the collection agencies to alower percentage of money collected, and a significant savings
for SFA.

Since we last updated you, we' ve made great strides in engaging our vendors as operating partners. Indeed, the
operating partner concept is an evolution in our acquisition process. These improved partner agreements have
enabled us to help focus those involved to concentrate primarily on our common customers—the students.

Aswe look ahead to the next six months, the Contracting and Acquisitions Team is scheduled to assume control
over SFA contracts from the Department of Education in October of this year. Thiswill make SFA completely
accountable for both performance and the quality of our contracts. Under the new system, the contracting officers
will be accountable to SFA.

We're also hoping to strengthen and refine the operating partners program. Planned activities include alaunch
week to bring vendors and SFA staff together to learn how to work more efficiently toward our common goals.
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The Contracting and Acquisitions Team is also looking to create atool kit with accessto a common Web site to
facilitate communication, and to expand our coaches program to further help vendors keep their focus on the
needs of students.

Looking even further ahead, the Contracting and Acquisitions Team is planning to capture our procurement
process in asimple, easy-to-read document, and to look for ways to automate the Statement of Work and the
Statement of Objectives. We're also hoping to post these documents on an interactive Web site.

The Contracting and Acquisitions Team is planning to put in place processes that allow usto operate more like a
business adviser to the General Managers, and to help prepare market research to support acquisition
management. We' re hoping to have the Contracting Officers participate in Integrated Product Teamsto train
General Managers and Contracting Officers Technical Representatives in new contracting strategies, and to help
ensure that needed goods and services are available in atimely manner.

By encouraging innovative strategiesin our service delivery, we are enabling our employees to provide better
service. Innovation also encourages the acceleration of future products and services that are reliable, efficient, and
constantly improving. We're also hoping to bring about reductions in unit costs and, of course, increased public
confidence in our abilities.

Human Resour ces

SFA is committed to building a strategic, best-in-business human resources capability that focuses on one of our
most important assets—our employees. The Human Resources Team has been hard at work addressing SFA’s
critical people challenges. These challenges include aligning the organization and workforce with defined
performance objectives and providing our workforce with the tools and abilities needed to adapt to the changing
SFA environment.

Since we last updated you, the Human Resources Team has developed a skills model that factorsin three
variables—knowledge, skills, and abilities (the KSA)—to enhance SFA’s professional environment. In addition,
we're working on developing managerial KSAs, aswell asidentifying KSAs for each of the functional areas of
our organization. Thiswill ensure that we' re matching the best employee to each job.

The Human Resources Team has also been hard at work developing a “ performance excellence” incentive for
employees who achieve specific SFA goals. A peer nomination process to recognize exceptional work has been
put in place and a Time and Attendance exception-base process implemented. The Time and Attendance process
(under which employees only have to file time sheets when they’ ve been off) will substantially reduce the
paperwork requirements.

In the upcoming six months, the Human Resources Team will continue to support ongoing efforts within SFA to
both measure and enhance our three performance goas. We will implement a performance development system
that rewards performance rather than seniority. The skills model will serve as the foundation for this new system.

Aswe move ahead, the Human Resources Team also intends to speed up the hiring process, moving closer to full
staffing levels (SFA is currently 85-90 percent staffed). HR * point-of-contact” partners will aso be identified
within each of SFA’sthree channels. We also intend to explore options for implementing a Human Resources
Information System. In addition, the Human Resources Team intends to improve communication with our
partnersin the regions and to work closely with SFA University to identify training programs for our employees.
Rather than using third parties, we're also planning to conduct in-house sessions with employees to determine
their needs.
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While implementing the Human Resources I nformation System remains a long-term priority, within the next
twelve months the Human Resources Team will also explore the option of monetary incentives for employee
referral rewards, and consider arelocation program to enable SFA’ s staff to pursue career opportunities within all
the regions.

The Human Resources Team is seeking to improve the welfare and morale of our employees. Fostering a culture
that promotes success and delivers results means that we' ve got a head start on improving employee
satisfaction—a performance goal. Putting the right toolsin place to ensure that the right people are in the right
jobs, and then encouraging and empowering them to succeed, helps us meet SFA’s other two performance goals
as well—improving customer satisfaction and lowering unit cost.

Analysis

Through the implementation of existing and new products, the Analysis Team has devel oped baselines to measure
our performance in improving employee and customer satisfaction, and in reducing unit cost.

In the past six months, we have contracted with the Gallop Climate Survey to measure employee satisfaction. We
chose them for their reputation for protecting employee confidentiality, and for their ability to compare our
performance to both the private sector and other government agencies. Meanwhile, we're still using the American
Customer Satisfaction Index (ACSI) to measure customer satisfaction.

On the employee side, the Analysis Team is currently measuring performance within all of SFA. Now we'rein
the process of creating over 100 teams—work groups of 5-10 people—so that we can start to measure
performance at avery localized level.

The Analysis Team is also preparing to train SFA staff on how to use the Gallop and ACSI models to improve
employee satisfaction and enhance customer service. We want our staff to understand what the results are telling
them. For example, we' ve learned from our ACSI surveys that most customers like us and find us courteous—but
nonethel ess they are having difficulty getting the information they need.

Within the next six months, we plan to use this and other information we gather to empower our employees to
problem-solve at the work-group level. For example, the data may suggest that additional training is needed in
some work groups to improve information delivery, or that reporting requirements need to be revised or
workloads restructured. In addition, each work group will have a scorecard as a guide to balancing our three
overarching performance goals: increase customer satisfaction, reduce unit cost, and increase employee
satisfaction.

The bottom line isthat by surveying ourselves and our partners—guaranty agencies and lenders, students, and
schools—we will have better feedback on the job we' re doing in our transition to a Performance-Based
Organization, and more flexibility to respond quickly to improve our processes if we learn our method isn’t
producing the desired results.

SFA University

SFA University (SFAU) alows usto provide training for both our employees and our strategic partnersto
improve our relationship with our primary customer—the student.

Since we last updated you, SFA University (SFAU) has become an approved organization by the Department of
Education. In conjunction with the launch of SFA’s corporate university, SFAU has implemented a best-in-
business organizational structure designed to house the necessary capabilities within the university. In addition to
defining SFAU’ s structure, we also identified its core functions.
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To help create this new organization, the university’ s director and staff called upon Jeanne Meister, the leading
guruinthefield of corporate universities. Ms. Meister conducted working sessions and recommended best
practice solutions.

SFAU is acorporate university in itstruest sense; the goal of the university isto serve the learning needs of SFA’s
staff and customers, while helping the staff achieve SFA’ s performance objectives. SFAU trains between 7,000
and 10,000 people per year, many of them financial aid administrators who gain new insight on changesin
regulations and operating procedures for schools and other partners.

Within the last six months, SFAU delivered PBO at the Front Linesto all SFA employees. In the training course,
participants were taught to recognize the changes occurring at SFA, and to understand why they are being
implemented and what impact they will have.

Successfully leading the entire SFA staff through PBO at the Front Lines required the joint efforts of a number of
people, including a core group of coaches who guided the work teams through the requirements of the course. The
SFA coaches worked with team members to become familiar with their customers, to consult with customers on
making changes, and to test these changes with their customers. In the spirit of the course, each team—working
with a coach—devel oped an action plan to bring about a specific change that their customers had identified as
important.

In the spirit of continuous learning, SFAU is also developing ajob resource called Sudent Aid Front-to-Back.
Thistraining material will familiarize users with the key stepsin the core financial aid process. The ultimate goal
of thistraining isfor our staff to understand where they fit into the big picture and to feel connected to SFA’s
mission.

In the next six months, we intend to develop other courses that can improve service to our existing customers,
from one-stop shopping capabilities to better tools to enable our employees to respond to customer inquiries.

SFAU will aso continue to work with Human Resources to meet the professional development needs of
employees through the devel opment and coordination of |earning solutions that can betied back to SFA’s
performance system. In support of employees managing their own careers, SFAU will continue to offer a
learning coupon which can be used to compl ete professional development-related training.

In order to focus on connecting better with our customers, SFAU is currently developing Traditions, a course
designed to encourage a deep bond with students. Through the course, we expect participants will also gain a
deeper familiarity of the history of financial aid.

SFAU will aso continue to provide training for our external partners. To improve this service, SFAU isworking
to develop top-notch trainers who can provide a consistent training experience throughout SFA. To achieve this
goal, participantsin our training courses will be asked to use scannable bubble forms to rate the quality of their
training and their overall satisfaction. Their feedback will be collected, analyzed, and used to make decisions
about improvements to our training programs.
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Chapter 111 -
Enabling SFA’s Success Through Technology
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“ Everything we have, we' d like to do electronically. That is the way to go.”

—Customer Feedback from the ACS Survey
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Enabling SFA’s Success Through Technology

year ago, SFA completed the development of atechnical architecture and we identified the technology

services we' |l need to enable migration to our new, modernized environment. These technologies were
recognized as the technical foundation that supports all of the Modernization Program’ s re-engineered business
process and systems improvements—and helps us move toward our vision of atransformed SFA.

We have now implemented the first release of many of these technologies, and they serve as the building blocks
for future phases of our technical architecture. Many of the modernization initiatives that have been previously
described in the blueprint are based on our new architectures (See Figure 4).

Because the student is the ultimate customer, we have worked hard to ensure that they will encounter great service
supported by our new systems. To achieve this objective, our technology environment is geared toward
supporting our partners through electronic collaboration and communication with schools, lenders and guaranty
agencies, product and service vendors, and other operating partners to provide the right financial aid information
to fit each student’ s unique needs.

To meet our goal of improving customer satisfaction, we know we have to create a high performance workplace
in which our employees have the electronic toolsto allow them to do their best. In our first release of the
architecture, for example, we implemented a Web-based I ntranet to improve employee communications. We plan
to continue to evolve this system to facilitate a collaborative work environment in which employees have the
information they need, when they need it, where they need it.

To provide information at students’ fingertips, SFA has focused on improving access to student loan information
for students and schools by using leading-edge systems, in addition to our paper methods, that allow studentsto
fill out forms and collect accurate information on their loans at any point in time through the Internet. Aswe
define higher standards for customer service, we know we must also use our technologies to make doing business
with SFA easier through one-call support, reliable and available electronic access and streamlined data
repositories. These improvements are intended to increase efficiency and capabilities within our organization and
with our partners.

We are focused on providing atechnical environment with improved integration—Dbetter integration internally
between our systems and externally with our partners' systems. To meet our success factors, we need to be able to
not only integrate our business processes, but also to provide the technical environment that will support data
collection, and reporting across the enterprise. We must ensure that student loans are processed as seamlessly as
possible for efficient and lower-cost operations.

Modernization Blueprint Draft Page 28 of 68 Mar. 4, 02 at 11:32 AM



DRAFT — For Discussion Purposes Only

W

BB B

S%S Fina%’artners En LR
a _ 2 “ Pi;s‘rzgnnel'

P - Tier 1:

- I tneerfaces
Paper Phone/Fax In Person Web Portals

' Federal Agencies

Integration Architecture Services

L

One Sop Shopping

.
A
I

Performance Student Services Enterprise
Management Services
M:H:él%a;m Aid Awareness Aid Application Loan Repayment
System System System System
ner z Tier 2:
School System Fmarér;\sllel:r;?ltnel 2 .
z Business
Program =
:
5 Process
Program s . .
5 Applications
i
s
w
Aid Origination
an
Disbursement
System
Integration Architecture Services
Transaction Security and Access Control Services
‘ Transaction Processors .
Tier 3:
Data Security and Access Privileges
: Integrated
Integrated SFA Enterprise Databases £
g Databases
28
Student School Ente Aid Pr é
en chool nterprise ogram
T
g e 7 nfrastructure Services
e — e — e — e — e —
Subsystem
=
Database

10044162—399b_v3

Figure4 —Enterprise I ntegration Architecture

Our first release of the architecture included the infrastructure for an Internet architecture comprising market-
leading, best-in-business products consisting of Web portals and servers, content management tools, and an
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intelligent search engine. Our release also included architectures ready to be used for new data warehousing
applications and solutions that will make use of integrated middleware. In addition, we reviewed our approach to
security to put in place industry best practices to protect our customers' and partners’ information from being
compromised. We are also looking at how other federal agencies are using Web-based digital signatures for
securing el ectronic authorizations.

Aswe look forward, we are embarking on initiatives to enable SFA to share imaged documents across SFA and
we're looking for ways to shift from manual paper processes to an increasingly electronic environment to better
manage documents and workflow.

Future architecture releases will build upon thisinitial, reusable infrastructure and new technology capabilities
will be added as needed. Our long-term objective isto provide an integrated, enterprise-wide technical
architecture that will enable SFA to reduce the number of custom-built, “siloed” applications that are difficult to
update and maintain.

We want to ensure that we deliver great products and services that customers can use. We plan to use standard
software devel opment lifecycle methodol ogies to enable us to focus on quality and achieving business benefits-
while at the same time delivering at increased speed and lowering our development costs. To thisend, we are al'so
leveraging commercial-off-the-shelf products that can be customized to our needs while at the same time reducing
devel opment maintenance costs. In addition, our architectures are structured to revolve around the technology
standards and frameworks that we have defined to ensure integration flexibility, scalability, and consistency.
Finally, to ensure that we are deploying an architecture that is aligned with business needs, we have devel oped an
IT Architecture Framework that ties our strategic business needsto individual components in our architecture.

What followsis areview of the new technologies we are using to transform SFA into a performance-based
organization.

e-Enabling SFA with Web Technologies

To succeed in the new e-based economy, SFA is developing new systems on a Web-based architecture to enable
students, schools, and our financial partnersto easily access information with a Web browser—making
information available without the need for high powered PCs or additional PC-based software. We have also
created Web sites with the needs of the disabled in mind, complying with the Americans with Disahilities Act, the
government standard for accessibility, to ensure that all customers are able to do business with us. We are also
working to comply with the yet emerging Section 508 standards for the accessibility of government IT solutions.

Our Web portal applications will enable usto personalize information on our Web site so that customers will
more easily be able to find the information they need. We are also using Web-based solutions to integrate
application data so that it will now require fewer “clicks’ to reach information from different Web sites. We have
launched our School Portal initiative, which will start to consolidate SFA’ s information resources used by
schools. By providing the right information in the right place at the right time, SFA can serve the needs of our
customers more effectively, accurately, and reliably—making the customer experience a positive one. Figure 5
shows the high level components of our target, Web-based architecture.
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Internet Architecture

Browser Firewall Web Server

«Presentation display «Internet security <Present. logic/repository
«Thin client «DMZ services «Java scripting, servlets

«User interaction «Interfaces to programs

Application Server Directory Server Digital Certificate
«Business components <Resource access control <Digital signature admin
«Web communications =Yellow pages «Verification
«ORB/IIOP/EJB <LDAP <Public Key Infrastructure

Database Server XML Server

<High Vol. Data Exchange
«Application Independent
«XML, DOM

=Relational data model
=Accepts ANSI SQL92
query syntax

Figure5—Internet Architecture

In addition, we have implemented a state of the art content management application to ensure that the news and
information our customers receive on our Web pages is up-to-date and accurate. We are also building an
“intelligent” search engine to make it easier for customers to locate information allowing them to search multiple
Websites. We have also built our Web-based systems to be able to handle more customers and higher “hits’
volumes. We are constantly working to make these systems more reliable and to improve system performance to
achieve quicker response times.

By standardizing these Web applications, SFA can reduce the cost of maintaining separate, disparate systems and
technical environments. The Internet architecture provides the foundation to standardize the Web infrastructure
and provide scalability for future enhancements and increasing electronic users.

Aswe move forward, we plan to complement the data that our customers receive on our Web sites with
knowledge management expertise. Once this system isin place, our customers will be able to contact one of our
experts over the Internet to help them get the answers they are looking for. We will also be looking to our
customers and partners to contribute and collaborate with us over the Internet as we continue to strive to become
the best we can be.

Connecting with Customer Relationship Management and Computer Telephony Integration

We are working to achieve new and improved levels of customer service. As aresult, we are planning to
implement a customer relationship management solution with increased capabilities identifying who is calling and
automatically linking the customer’ s information with the call. Our customer service representatives will be able
to use the system to expedite solving our customers' problems and accessing their readily available information.
Our new Ombudsman Call Tracking System (OCTS 2.0) will use this solution to help students resolve their
problems either through our call centers or by finding the status themselves on our Web site.

Through our call management application, we will provide a consistent quality answer to customer questions and
use a knowledge base to be more proactive in resolving problems. The application will also provide enhanced
reporting about who called, what types of problems were encountered and resulting solutions. It will have the
ability to assign problems to available specialists based on who has the most expertise to help the caller. In
addition to improving customer service, this solution will help cut unit cost by reducing the amount of time it
takesto train call center agents, and by increasing productivity through higher problem resol ution rates and
improved solution accuracy.
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In the future, we plan to continue to expand the call management solution by adding a Web-based self-service
capability to check call status and to improve reporting. We also plan to enhance our expert knowledge base as we
continue to focus on increasing customer satisfaction.

Connecting the Dots— Data I ntegration

Our customers demand reliable, cost effective and flexible access to decision support information and a
centralized reporting capability. Today, SFA obtains most of its decision support information from the National
Student Loan Data System (NSLDS). In addition, some levels of our decision support capabilities are provided by
existing legacy systems. NSLDS, serves as both the de facto data warehouse and operational data store for SFA,
since it obtains and stores data from a variety of legacy systems. While much progress has been made toward
controlled, easy access to data since the initial implementation of NSLDS, we're still faced with an older, custom-
coded technology that does not support the timely, complete, and accurate decision support analysis needs of our
organization.

To thisend, SFA is addressing the short-term data warehouse needs of the CFO by developing a Data Mart to
automate and streamline financial reporting and distribution, and to provide data mining for budgetary analysis.

Metadata Management

e —
Technical Metadata = 1~~~""~ P |  Metadata Repository  [€-------"1 - Business Metadata

Data Warehouse Architecture End-User
Data Sources Access
Architecture
Ty Report
Writer
DBMS Staging Tool
N~ N
o D Data Query
ERP Warehouse Tool
— ]
Ty Analytic
Tool
Legacy
N~ N
— Population Architecture Knowledge
] Discovery
External Extract Transform Load Tool
- Processes Processes Processes

Figure 6 — Data Warehouse Ar chitecture

Modernization Blueprint Draft Page 32 of 68 Mar. 4, 02 at 11:32 AM



DRAFT — For Discussion Purposes Only

This data warehouse technical architecture is based on components and services which include the creation of
operational data stores, the implementation of an Extract, Transform, Load (ETL) tool to extract and load
enterprise data into data warehousing data stores, an end-user-access tool, and a decision support metadata
repository. See Figure 6.

This dataintegration architecture helps us achieve our performance goals by helping our customers and partners
access the right information from many data repositories through more effective reporting. Our customers and
partners will find our data warehouse reports to be more useful and provide information more efficiently.

Aswe ook ahead, we plan to continue developing an enterprise-wide decision support system and improved data
reporting that takes into consideration both the current capabilities of NSLDS and SFA’s needs.

Another project we have been working on is the implementation of an Enterprise Application Integration (EAI)
architecture. EAIl isa common middleware platform designed to provide a reusable service for integrating
disparate systems and data within SFA. We plan to use the EAI architecture to enable our Internet architecture, to
integrate and communicate with legacy systems viathis middleware software. It will aso give usthe ability to
route messages between application systems according to message content and context.

Enterprise Application Integration (EAI) - Integration Bus

Business Process Mgmt Communications Middleware

Application Connectivity Transformation & Formatting

=Data conversion
«Message translation

«Enterprise-wide workflow
<Rules engine
«Long duration transactions

<Reusable connectivity
«Application adapters
«Interface management

«Core messaging
=Transport services
«=Event management

Figure 7 —Enterprise Application Integration (EAI) — Integration Bus

Finaly, it will enable usto convert and format data and message content from multiple disparate systems and data
sources, and provide us with the ability to connect legacy systems, packaged software, and Web-based
applications using standard interfaces and a common infrastructure (Figure 7 shows the EAl components). For
our customers, this means the ability to receive information across multiple applications efficiently regardless of
the application source, making it easier to do business with SFA.

In the future, we also plan to examine how we can use new Internet network technologies to collect and distribute
information. The goal hereisto reduce operating and service costs, and to increase access to the information that
is available to our customers and partners.

Securing Customer Information

We want our customers to know that we value their information privacy. We have instituted new policies and
procedures to ensure that we protect the confidentiality of the information that is entrusted to us. We have
published a comprehensive Guide to Information Security and Privacy that describes the requirements for SFA
data systems and the people who use them. The guide also addresses how we comply with the laws, regulations,
and practices governing federal and Department of Education data.

We are addressing security at various levels to ensure that we are able to withstand security threats from many
possible sources. We' re devel oping procedural security measures that include policies and risk assessmentsto
improve our ability to better identify, monitor, and respond to inappropriate security access. We are also looking
at tools which will enable us to detect intrusions, as well asto collect and report on individual system security
information from multiple security sources.
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(DBMS)

— Access control
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We are also gearing up to use digital signatures and public key encryption to ensure that only authorized users
receive access to confidential information. We are also pursuing single sign-on solutions that can control user
access through multiple systems without adversely impacting system performance. Once this technology isin
place, users will be able to more easily access the information they need without logging into multiple systems,
thereby supporting a virtual environment (See Figure 8 for security componentsin our target architecture).

Designing Quality Into Our Products

We have embarked on an initiative to better define our processes and tools for the software development life
cycle. These standardized processes bring different parts of our organization together during the design and
development of our products to ensure that we are putting our best expertise and experiences into our products
and services. This best-in-business practice is being used to ensure quality checkpoints, standardized and
consistent approaches, and an alignment to our business imperatives throughout our development.
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Chapter 1V -
How We're Going to Get There:
The Moder nization Sequencing Plan
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The Detailed I ntegrated Sequencing Plan

he Detailed Integrated Sequencing Plan contains descriptions of the multiple layers of modernization—from
our organization’s core processes to the individua projects which each deliver customer benefits through new
or improved capabilities.

In this chapter we present a subset of the Integrated Sequencing Plan. It’s not intended to give an exhaustive
description of all projects and initiatives included in the M odernization Blueprint or to detail al our supporting
and infrastructure-related projects; this detailed information is available in other documents. Rather, the material
included here is designed to show what projects we' ve undertaken or intend to undertake which deliver the most
visible and direct impact for our customers and partners: Students, Schools and Financial Partners. Theillustration
below shows the areas highlighted in this chapter in relation to the overall SFA Modernization Program. The
details of each of the Modernization Program initiatives are contained in the Detailed Sequencing Plan.

SFA Modernization Program Types of Initiatives discussed in this
Modernization Blueprint

Technical Customer
Modernization

SFA Technical Infrastructure

Technical Customer Modernization

Direct Student Capability

Direct Student Capability

Direct Schools Capability

Direct Schools Capability

Direct Financia Partner
Capability

Direct Financial Partner Capability

Internal Financial Management

Internal Human Resources
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In the material that follows, we have organized the info by business areain order to present a customer-focused

view of what we are doing.

The legend below is an example.

for each core process Project o direct benefitsdelivered by~ Key Effect
Component of an initiative the project The main benefits the target audience
focused on key objectives. will experience at the projects
Multiple project could be completion
included as part of initiative
Potential Impacts @ -High D - Medium O -Low
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To give you aquick visual reference, we first provide you with a Gantt style chart that shows each initiative
and project from atask and schedul e perspective.
To give you more details, we have developed a chart that maps the individual initiatives and project to SFA's
core processes and our strategic objectives.

The key meansto achievethea
specific capability. Multiple
initiatives could be undertaken

Target Audience
The group the receives the

Business Channel
Potential Impacts
Core Process Graphic representation of how the Benefits/Outcome
The central functions of core process impacts the three Describes the benefits/outcomes the
the business channe performance objectives overall Core Process seeks to achieve
/
Students Channel ’ /
CORE PROCESS Potghtial | mpacts Benefit/Outcome
Aid Application ([ ] /GCustomer Satisfaction Simplify FAFSA application for all
) Lower Unit Cost customers
N~ ) Employee Satisfaction Increase electronic filing
Enable online eligibility/validation
Reduce processing time and cost
Initiative Project Description Target Audience Key Effect
Enhanced Aid Enhanced FAFSA on the Web Students Sets up adirect online
Application Redesign Financial capability for students
- Improve the Provide more user-friendly interfaces Partners to apply for financia
electronic FAFSA with technical and performance aid
and FAFSA modifications for anticipated demand Expands audience via
Renewal increases. Includes code level Spanish language
Application over modifications, software/ hardware FAFSA
the Web through performance improvements, and new Provides greater
various user functionality security and access via
modifications digital signature and
PIN software tools
Provides the capability
to increase FAFSAs
filed electronically by
50%
Initiative
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Students Channel

The following section outlines the specific customer capability initiatives and projects being handled by
the Students Channel. The figure below outlines an organizational layout of the initiatives and projects
that are scheduled to produce tangible results for our customers. The Gantt and organization charts

follow.
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Services Web Redesign
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Re-engineering
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Page 38 of 68

Sept 28, 2000



DRAFT — For Discussion Purposes Only

Apr-02

|. Students Channel

A. Enhanced Aid Awareness
1. ENNancea vutreacn Services

2. Student Web Portal

B. Enhanced Aid Application
1. Enhanced FAFSA on the Web Redesign

C. Enhanced Loan Servicing
1. Repayment
a) Direct Loan Servicing Reengineering

b) Direct Loan E-Servicing

2. Enhanced Loan Consolidation
a) Reengineering Direct Loan Consolidation

b) Enhanced Lender Process

3. Enhanced Debt Collection
a) Debt Collection Reengineering

D. Integrated Customer Relationship Management
1. CRM Requirements Development

2. Students CRM Initiative Design and Implementation

TBD

C——1 Requirements Analysis and Design ’ Management Decision Required to Continue
I Development and Implementation

Figure Above Represents Sequencing Timeline for Customer Capability Initiatives and Projects in the
Students Channel
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Students Channel

CORE PROCESS
Aid Awareness

Potential Impacts
@® Customer Satisfaction
O Lower Unit Cost
D Employee Satisfaction

Benefit/Outcome

Educate buyers about their options
Ensure aid information is clear and
meaningful to customers

I ncrease awareness to a broader customer

group

Provide information via multiple
distribution channels

Initiative Project Description Target Audience Key Effect
Enhanced Aid - Students I ncreases the amount
Awareness Enhanced Outreach Services Under-served of student aid related
- Enhanceall customer information available

programs designed o market to non-English

to inform the public | |Mprove communicationsto partners segments speaking customers
of the availability | and borrowersto disseminate Addresses the special
of student financial | information on changes to existing needs of Spanish,
assistance and programs, technologies and product Asian American, and
educate them on offerings to under served markets Pacific Islander
various aid options students and parents
and processes of Students Establish a Phasel

applying for aid.

Web Portal for Students

This project will focus on the
Students Channel requirements for
the SFA Web Portal. This portion of
the Web Portal is being managed and
funded by the Students Channel

Web portal for
Studentsto provide
one stop accessto
Students related online
services

Apply for loans online
View the status of aid
applications

View their SAR
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Students Channel

CORE PROCESS
Aid Application

Potential Impacts
@® Customer Satisfaction
D Lower Unit Cost
D Employee Satisfaction

Benefit/Outcome

Simplify FAFSA application for all

customers

Increase electronic filing
Enable online eligibility/validation
Reduce processing time and cost

Target Audience

Initiative Project Description Key Effect
Enhanced Aid Students Sets up adirect online
Appllcatl on Enhanced FAFSA on the Web Financia capability for students

Improve the Redesign Partners to apply for financial
electronic FAFSA ad

and FAFSA ) _ _ Expands audience via
Renewal Provide more user-friendly interfaces Spanish language
Application over with technical and performance FAFSA

the Web through modifications for anticipated demand Provides greater
various increases. Includes code level security and accessvia
modifications modifications, software/ hardware digital signature and

performance improvements, and new
user functionality

PIN software tools
Provides the capability
to increase FAFSAs
filed electronically by
50%

Modernization Blueprint Draft

Page 41 of 68

Sept 28, 2000




DRAFT — For Discussion Purposes Only

Students Channel

CORE PROCESS
L oan Repayment and
Consolidation

Potential Impacts
@® Customer Satisfaction
@® Lower Unit Cost
D Employee Satisfaction

Benefit/Outcome

Provide improved customer satisfaction for
borrowers:

» Customer support

» Financial counseling

» Flexible payment options

» Various repayment channels

Lower unit costs for servicing loans
Minimize the number of delinquencies
Provide asingle interface for al loans
Simplify the loan consolidation application and
process

Lower unit costs to consolidate loans
Reduce processing time to consolidate |oans

Initiative Project Description Target Audience Key Effect
Enhanced Loan - Support Improvements in how
Servicing Direct Loan Servicing organizations loans are serviced for
- Goals areto reduce Reengineering and systems students with Direct

cost while Direct Loan Loans
improving service ) o . Servicing Enable a 50% increase
to students and Review of existing servicing Center in borrowers repaying

schools by focusing
on the existing
processes and
systems for the
Students Channel

environment, processes, financials
and financial servicesindustry best
practices. Improvements will be
implemented based upon impact,
cost, and timing dependencies

Direct Loans through
Electronic Debiting or
other electronic
methods

Enable online
application for
electronic debit
Enable processing of
deferment and
forbearance requests
within 7 days of
receipt at the DLSC
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Students SFA customers can
Direct Loan E-Servicing Financial manage |oan accounts
Partners viathe Internet
o , Support Information that was
Provide improved customer service organizations once available from
relationship management tools and multiple sourcesis
end-user self management consolidated viaone
capabilities. Employ best practices entry
viathe implementation of COTs
solutionsto; provide electronic
Customer Service Management
(eCRM) tools to improve the CSRs
ability to provide complete serviceto
customers; introduce internet billing
capability to facilitate presentment
and payment of accounts; and
improve correspondence operations
through the implementation of online
correspondence delivery;
management and tracking.
Enhanced Loan Students Providesfor easier
Consolidation Reengineering Direct Loan Financial loan consolidation for
Improve loan Consolidation Partners student borrowers
consolidation Support Enables debt reduction
through a , o organizations assistance on
reengineering effort | Review loan consolidation and systems consolidated accounts
Enhance lender processes, environment, financidls, Enables processing of
processesthrough | @dindustry best practicesto loan consolidation in
implementation of | develop new and emerging business 50 days or less
an eectronic funds | Models for loan consolidation Enables a 50%
transfer process, including electronic loan processing, T
and FFEL loansfor | digital signature authorizations, and consolidation
Direct Loan paperless promissory notes applications filed
consolidation. electronically
Students Enables:
Enhanced Lender Process Schools > Quicker loan
Financial review
Partners > Vadlidates/
Rev_iew of exist@ ng Iender processes, Support approves lenders
environments, financials, and best organizations Reduces reconciliation
practicesin delivery and fulfillment and systems and duplication efforts

technologies

Provides borrower
with one-stop source
for lending institution
information
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Enhanced Debt Customer Enables streamlined
Collection Debt Collection Reengineering collections debt collection process
Determine the best Partner Supports the reduction
approach for , o _ collections of the default rate
improving Review existing debt collection Support through process
processes/methods | Processes and develop new organizations improvements
for Debt collections servicing models, utilize and systems Enables online
Collections emerging practices in asset tracking of
manage_ment, enhance ex_isti ng f_ra_ud employment of
prevention measures, review existing borrowers via a
waiver /deferment/ forbearance national directory
practices, implement new automated Enables sustainment
collection tools, consolidate of the default recovery
redundant functions, and streamline rate a no less than
inefficient processes 10%
Students Channel
CORE PROCESS Potential Impacts Benefit/Outcome

CRM Call Center IPT

@® Customer Satisfaction

Improved employee satisfaction

D Lower Unit Cost Design comprehensive performance
D Employee Satisfaction management and devel opment
Integrate human resource management
Initiative Project Description Target Audience Key Effect
Integrated Customer - Students Requirements
Relationship CRM Requirements Development Schools determination will
Management Financia shape future SFA
- Improve upon Improve existing SFA call center Partners CRM initiatives
existing SFA call | systems, processes, and technology
center systems, by performing initial requirements
processes, and gathering and utilizing industry best
technology. practices in CRM management
Students TBD during above
Students CRM I nitiative Design and requirements
I mplementation determination.
Modernization Blueprint Draft Page 44 of 68 Sept 28, 2000




DRAFT — For Discussion Purposes Only

Schools Channel

The following section outlines the specific customer capability initiatives and projects being handled by
the Schools Channel. The figure below outlines an organizational layout of the initiatives and projects that
are scheduled to produce tangible results for our customers. The Gantt and organization charts follow.

Schools
Channel
|
[ I ]

Aid Program Program
Origination & Eligibility Support
Disbursement

Common Aid Replatforming Proactive
Origination & of Service to
Funds Campus-Based Customers
Disbursement System
L COoD L Replatforming CRM Requirements
Implementation of Campus-Based

Systems

| | Replatforming

IFAP

L IFAP

Replatforming
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11. Schools Channel
A. Common Aid Origination and Funds Disbursement
1. COD Implementation *

Jan-00

B. Replatforming of Campus BasedSystem
1. Replatforming of Campus-Based Systems

C. IFAP Replatforming
1. IFAP Replatforming

D. Electronic Financial Statement Reporting
1. Electronic Financial Statement Reporting

E. Proactive Services to Customers
1. CRM/Call Centers & Quick Hits

2. Web Portal for Schools m

i Requirements Analysis and Design ‘ Management Decision Required to Continue

] ;
Development and Implementation

Figure Above Represents Sequencing Timeline for Customer Capability Initiatives and Projects in the
Schools Channel

* Implementation planned to continue through March 2003
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Schools Channel

CORE PROCESS
Aid Origination and
Disbur sement

Potential Impacts
@® Customer Satisfaction
@® Lower Unit Cost
D Employee Satisfaction

Benefit/Outcome

Lower unit cost to originate and disburse a
Pell grant and direct loan

Simplify the process for reporting Pell grant
and direct |oan disbursements

Provide a single reporting vehicle for Pell
grants, campus-based funds, and direct |oans
Eliminate need for duplicating reporting by
schools

Lower costs for schools to administer student
aid programs

Reduce cycle time by eliminating hand-offs
and redundant reconciliations

Initiative Project Description Target Audience Key Effect
Common Aid Schools Provides schools with
Origination and Funds COD I mplementation Students single process for

Disbursement (COD)

- Reengineer the
existing Title IV
origination and
disbursement
systemsinto a
common delivery
process

Assess the current origination and
disbursement processes and tools
and create acommon, single-source
process for the origination and
disbursement of loans directly from
financial ingtitutions to studentsvia
schools. Provide ability to originate,
disburse, and report changes for Pell
Grants and Direct Loans (through a
common record with common
standards and enhanced interfaces
between the department, and
institutions). Will also include after-
the-fact reporting for campus-based
funds via the same common record.

reguesting funds
Creates system that
facilitates close to
“real-time” sharing of
dataacross al partners
Creates platform that
supportsintegrated
technical and
functional customer
service for schools
across the programs
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Schools Channel

CORE PROCESS
Program Eligibility

Potential Impacts
D Customer Satisfaction
D Lower Unit Cost
O Employee Satisfaction

Benefit/Outcome

Facilitate faster partner participation by
efficiently and accurately executing
eligibility determination and certification

processes.

Enables the reduction of program unit costs
and continual compliance with statutory
participation requirements by identifying and
discontinuing ineligible schools.

Initiative Project Description Target Audience Key Effect
Replatforming of Schools Enables online access
Campus—Ba%d System Replatforming of Campus-Based for schoolsto the

Migrate the current System status of their FISAP
functionality of the processing
Campus-Based _ _ Enables online entry,
Systemtoa I dentify requirements, then scope, transmission and
relational database. | design, and build arelational correction of FISAP
database to Support current campus- Improves efficiency in
based processes: '(| L FI_SAP getting information
processing, tracking waivers) from across award
years
IFAP Replatforming To Be Determined.
Electronic Financial Schools Enables SFA to
Statement Reporting Electronic Financial Statement SFA manage school
Develop and Reporting Management financial statements
implement a plan utilizing online
for alowing _ _ processes
schoolsto submit | Develop an online reporting and Reduces potential for
their annual transmittal capability to allow human error and paper
financial statements | participating schools to forward error
electronically. annual financial statementsto SFA. Reduces reconciliation

and rework

Enables resolution of
93% of school audits
within six months of
receipt
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Schools Channel
CORE PROCESS Potential Impacts Benefit/Outcome
@® Customer Satisfaction Ensure partners are aware of participation
O Lower Unit Cost processes and statutory requirements
O Employee Satisfaction
Initiative Project Description Target Audience Key Effect
Proactive Servicesto - Schools Creates a“one-call
Customers Customer Relationship Financia doesit al” service
- Implement a“one Management Requirements Partners enabling:
cal doesit all” Development — CRM/Call Centers Students » Quicker customer
service & Quick Hits service
environment » Streamlined
process for
This activity isasub-1PT of the information
Students’ CRM project. Designed to queries
implement rapid customer service > Centralized
solutions identified in the Schools information data
Customer Service Division through source
the definition of requirements, sub-
requirements, and service delivery
scripts based on industry proven and
successful methods
Schools Enables usersto:

Web Portal for Schools

The Web Portal will provide
participating schools with the
capability to access SFA
information, forms, and data

> View SFA
information and
dataonline

» Learn about
participating
financial
institutions

» Match student aid
needs to financial
institution aid
packages
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Financial Partners Channel

The following section outlines the specific customer capability initiatives and projects being handled by
the Financial Partners Channel. The figure below outlines an organizational layout of the initiatives and
projects that are scheduled to produce tangible results for our customers. The Gantt and organization

charts follow.
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Financial Partner

Channel
l
| | |
Financial Program Program
Transactions Eligibility Support
Financial Enhanced Enabling
Partners Monitoring of Technology
Process Financial for Financial
Re-engineering Partners Partners
— GA Risk Modeling GA Data Mart
Payment Implementation for Financial
Processing Partners
Risk Modeling
I— Lender Lender Web Portal for
Payment Implementation Financial
Processing Partners
L FFEL
Replacement Financial
Partners
| Organizational
Empowerment
|— Visioning
Communications
Training
Employee Programs
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I11. Financial Partners Channel
A. FInancial Partners Process Reenglneerlng

Jan-00
Apr-00
Jul-00
Oct-00
Jan-01
Jan-02
Apr-02

1. GA Payment Processing
2. Lender Payment Processing
3. FFEL Replacement

B. Enhanced Monitoring of Financial Partners
1. Risk Modeling - GA Implementation

2. Risk Modeling - Lender Implementation

C. Enabling Technology for Financial Partners
1. Data Mart for Financial Partners

2. Web Portal for Financial Partners =

D. Financial Partners Organizational Empowerment
1. Visioning/ Communications/ Training/Employee Programs

/1 Requirements Analysis and Design ‘ Management Decision Required to Continue
| ;
Development and Implementation

Figure Above Represents the Sequencing Timeline for Customer Capability Initiatives and Projects in the
Financial Partners Channel
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Financial Partners Channel

CORE PROCESS Potential Impacts Benefit/Outcome
Financial ® Customer Satisfaction Redesigned automated form reduces time
Transactions ® Lower Unit Cost reguired to process afinancia transaction
D Employee Satisfaction Lower unit cost for processing financial
transactions
Initiative Project (Description) Target Audience Key Effect
Financial Partners GAs Web-enables the
Process Reengineering GA Payment Processing SFA submission of GA
- Designand employeesin payment transactions
implement ) Financial Lowersthe cost for
improvements to Re-engineer the GA payment Transactions processing financial
thecorebusiness | Process and integrate it with the SFA Group transactions
processes that will | financial management system in SFA CFO Improves the data
include GAs and Phase I1. This project ties to the FP (secondary accuracy for GAs
Lenders Form 2000 and the CFO FMS audience) Reduces time required
implementation efforts to process afinancial
transaction
Reduces manual data
entry
Improves reporting
and query capabilities
Lenders Web-enables the
Lender Payment Processing Servicers submission of Lender
SFA payment transactions
. employeesin Lowers cost for
Re-engineer the Lender Payment Financial processing financial
process and integrate it with the SFA Transactions transactions
financial management system in Group Improves data
Phase I11. This project tiesto the SFA CEO accuracy for Lenders
CFO FM S implementation effort and (secondary Reduces time required
includes redesigning and gaining audience) to process a financial
federal approval of the new version transaction
of the 799 form Improves reporting
and query capabilities
for Lenders
Financial Increases efficiency by
FFEL Replacement Partners reducing the manual
SFA effort of maintaining
. employeesin duplicate data and
Assess the opportunities and Financial eliminating redundant
requirements for replacing the FFEL Transactions systems
system, including identifying Group
specific target systems/processes for SFA CFO
supporting existing FFEL system (secondary
functionality audience)
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Financial Partners Channel

CORE PROCESS
Program Eligibility

Potential Impacts
@® Customer Satisfaction
O Lower Unit Cost
@® Employee Satisfaction

Benefit/Outcome

Manage the financial risk associated with

student lending among Financial Partners

including GAs, Lenders, and Servicers

Enhanced Monitoring

of Financial Partners
Design and
implement
innovative solutions
to improve business
processes that
impact the
monitoring of
Financia Partners
for GAs, Lenders
and Servicers

GAs Improves oversight
Risk Modeling - GA SFA monitoring and review
I mplementation employeesin processes associated
Partner with financial risk to
Services the Dept. of Education
Implement a COTS risk modeling group Accesses and analyzes
solution and establish the data pertaining to GA
infrastructure to support risk performance in an
modeling functions as well as efficient and timely
implement initial requirements to manner
support Guaranty Agencies
Lenders Focuses oversight
Risk Modeling — Lender Servicers monitoring and review
I mplementation SFA processes associ ated
employeesin with financial risk
) ) Partner Accesses and analyzes
Enhance the COTS risk modeling Services data pertaining to
solution to support risk modeling group L enders and Servicers

functions aswell asimplement initial
reguirements to support Lenders and

Servicers

performancein an
efficient and timely
manner
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Financial Partners Channel

CORE PROCESS
Program Support

Potential Impacts
@® Customer Satisfaction
D Lower Unit Cost
D Employee Satisfaction

Benefit/Outcome

Increase data accuracy and efficiency by
retrieving data from one central source
Provide access to data and information via

the internet

Empowers employees to be more cost
focused in order to deliver better products
and services to our Financial Partners
Establish effective communication channels
with our Financial Partners

Initiative

Enabling Technology

for Financial Partners

- Provide access to
and use of SFA
applications and
tools via secure
internet connection

Project (Description) Target Audience Key Effect
- Financia Provides Financial
Data Mart for Financial Partners Partners Partners with accessto
SFA data
Employees— Provides Partner
Create a data mart to support the Partner Services group with a
information and reporting needs for Services single source of data
key business functions including: Group for supporting key
Risk Modeling, Customer business functions
Relationship Management, Default
Reduction
Financial Createsasingle
Web Portal for Financial Partners Partners location for Financial
SFA Partners and
o N Employees employees to access
This project isin coordination with data and information
the effort that isled by the CIO
channel’s Web Portals IPT. This
project will focus on the FP Channel
reguirements for the portal
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Continued:

Initiative Project (Description) Target Audience Key Effect
Financial Partners This project will comprise the - Financia Rollout the FP mission
Organizationa following areas: Partners andvisionto al FP
Empowerment - Visioning—involve FP SFA employees and
- Empower the FP employeesin the process of employees Financial Partners,

Channel to increase understanding and realizing the explain the intent,
employee mission and vision discussimplications,
satisfaction, and Communications—provide and welcome reactions
develop stronger appropriate and timely Educates al levels
customer information to all stakeholders within Financial

relationships and
understanding by
focusing on
identifying and
developing
programs based on
feedback from the
Organizationa
Assessment

involved in the FP
Transformation
Training—produce atraining
plan for Transformation projects
that will require instructional
support

Employee Programs—dedicated
resources will partner with
members of Financial Partnersto
design and implement programs
for the FP employee community

Partners on Customer
Relationship
Management
principles to better
serve our Financial
Partners
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CFO Area

The following section outlines the specific customer capability initiatives and projects being handled by
the CFO Area. The figure below outlines an organizational layout of theinitiatives and projects that are
scheduled to produce tangible results for our customers. The Gantt and organization charts follow.

Financial
Transactions

Financial
Management
Transformation

\— Financial

Management
System
Phases |, Il lll, and IV

1V. CFO Area

A. Financial Management Transtormation (FMT)

Jan-00
Apr-00
Jul-00
Oct-00
Jan-01
Apr-01
Jul-01
Oct-01
Jan-02
Apr-02

1. Financial Management System (FMS)
la. FMS - Phase | (Design and Implementation Plan)

1b. FMS - Phase Il (Pilots)

1c. FMS - Phase |11 (Full Program Functionality) L

1d. FMS - Phase IV (To Be Vision)

Requirements Analysis and Design ’ Management Decision Required to Continue

Development and Implementation

Figure Above Represents the Sequencing Timeline for the Customer Capability Initiatives and
Projects in the CFO Area
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CFO Area
CORE PROCESS Potential Impacts Benefit/Outcome
Financial ® Customer Satisfaction Reduce time required to process a financial
Transactions ® Lower Unit Cost transaction (i.e. lender transactions).
D Employee Satisfaction Lower unit cost for processing financial
transactions.

Initiative Project Description Target Audience Key Effect
Financial Management Financial Technology
Transformation Financial Management System Partners Modernization:

- Transform the CFO (FMS) SFA CFO - Installation of key
to a“Best-in- Accounting financial management
Business’ Financial software tools.
Management Develop a consolidated financial Provides for the
Organization. A management system in four phases. >  Web-enabled
consolidated > Phasel & Il —Process submission of GA
financial reengineering and Form2000
management implementation of Oracle core > Query capability
system will give accounting software products from asingle
SFA the ability to > PhaSt_e -1 mpl ement_FederaI source
financially report Administrator, Budgetl ng, >  Automated
information and Oracle Purchasing, Oracle processing of
Statistics across Financial Analyzer, Travel, and Form2000
programs, ACt|V|ty Based COS”']g (A BC) >  Automated
consolidate interface software tools. recording of GA
redundant > Phase |V —Fully integrated transactional data

processes, and
provide Congress
and other outside
organizations
summary and
detailed accounting
on SFA grant, loan,
and operational
activities.

financial software and
accounting system

to SFA

» Accurate financid
results reporting

» Cost and
performance-
based data

» Reductionintime
and resources
expended

> Automated
reporting and
analysis

» Budgetary and
funds control

> Automated
recording of
lender, school, and
student
transactional data
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CIO Area

The following section outlines the specific customer capability initiatives and projects being handled by
the CIO Area. The figure below outlines an organizationa layout of the initiatives and projects that are
scheduled to produce tangible results for our customers. The Gantt and organization charts follow.

IT
Management

l

Cross Channel Web Portal

Enabling Infrastructure
Technology

Single L Web Portal Architecture
Sign-on

TIV/IWAN

Simplification
Delivery

V. CIO Area

Jan-00
Apr-00
|
JL|| 00
Oct-00
Jan-01
|
Abr-01
Jul-01
Oct-01
Jan-02
Apr-02

B. Cross Channel Enabling Technology
1. TIV WAN Simplification Delivery (TBD)

2. singe ign-on e

A. Web Portal Infrastructure

1. Web Portal Architecture ’ —
1

Requirements Analysis and Design Management Decision Required to Continue
]

Development and Implementation

Figure Above Represents the Sequencing Timeline for the Customer Capability Initiatives & Projects
in the CIO Area
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ClO Area
CORE PROCESS Potential Impacts Benefit/Outcome
D Customer Satisfaction - Increased customer satisfaction.
D Lower Unit Cost . Increased employee satisfaction via
D Employee Satisfaction centralized case management software.
Lower unit cost by reducing repeat case
management and utilization of centralized
CRM software.
Initiative Project Description Target Audience Key Effect
Cross Channel Enabling - Students - Easesaccessto SFA
Technology Single Sign-on . Schools information
- Technology Financial - *On€" password to
solutions will be Partners remember
developed to enable | Enables SFA customers and . Easier navigation
the business units to | €mployees to securely and between multiple
new systemsand | data
processesin an
g;?gﬁte?nznnier TIV/IWAN Simplification Delivery
To Be Determined
Web Portal - Other - Enables SFA teamsto
Infrastructure Web Portal Architecture Channél develop portal content
- Develop aWeb Portal utilizing a common
Portal Infrastructure Initiatives technology
to provide This standardized architecture will infrastructure.
participating web- establish the tools and standards
based applications _rqui r_ed for other channel portal
with the ability to initiatives to leverage.
provide a one-stop
shop to access
existing
information and
resourcesin a
timely manner
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COO Area

The following section outlines the specific customer capability initiatives and projects being handled by
the CI1O Area. The figure below outlines an organizational layout of the initiatives and projects that are
scheduled to produce tangible results for our customers. The Gantt and organization charts follow.

Cross Channel
Enabling
Technology

L Advanced

Call Center/
Relationship Mgt

VI. COO Area
A. Cross Channel Enabllng Technology
1. Advanced Call Center/ReIationship Management

Jan-00
Apr-00

Jul-01

Oct-01
Jan-02
Apr-02

|

Requirements Analysis and Design ‘ Management Decision Required to Continue
]
Development and Implementation

Figure Above Represents the Sequencing Timeline for the Customer Capability Initiatives & Projects
in the CIO Area
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COO Area
CORE PROCESS Potential Impacts Benefit/Outcome
D Customer Satisfaction Increased customer satisfaction.
D Lower Unit Cost Increased employee satisfaction via
D Employee Satisfaction centralized case management software.
Lower unit cost by reducing repeat case
management and utilization of centralized
CRM software.
Initiative Project Description Target Audience Key Effect

Craoss Channel Enabling

Technology
Develop technology
solutions will be
developed to enable
the business units to
build and deploy
new systems and
processesin an
integrated and
efficient manner.

Advanced Call Center/Relationship
Management

SFA Ombudsman will implement
CRM capability. The
implementation will replace case
tracking system in use today and will
categorize case data for reporting,
and work flow scripting.

Students

Categorizes case data
more fully for
reporting purposes
Provides extensive
management reporting
capability

Provides work flow
automation and
scripting to aid
Specialistsin handling
cases

Integrates with SFA
databases such as
NSLDS and other
systems
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Appendix A -
| nfor mation Technology Glossary?

application 1) The use of atechnology, system, or product. 2) A shorter form of application program. An
application program is a program designed to perform a specific business function directly for the user or,
in some cases, for another application program. Examples of applications include word processors,
database programs, Web browsers, development tools, drawing, paint, and image editing programs, and
communication programs.

application program interface (API) The specific method prescribed by a computer operating system or
by another application program by which a programmer writing an application program can make
reguests of the operating system or another application.

application server An application server isaserver program in a computer in a distributed network that
provides the business logic for an application program. In many usages, the application server combines
or works with aWeb (Hypertext Transfer Protocol) server and is called a Web application server.

application service provider (ASP) An online outsourcing or hosting service for software applications,
typically for large businesses with hundreds of users or more. ASP users “rent” instead of buy
applications, such as many back-office and e-commerce applications.

ar chitectur e The manner in which the components of a computer or computer system are organized and
integrated.

B2B (business-to-business) The exchange of products, services, or information between businesses
rather than between businesses and consumers. Also known as e-biz.

B2G (business-to-gover nment) The exchange of products, services, or information between businesses
and the government. Also G2B.

business process A series of actions or operations conducing to an end; in information technology the
combination of manual and computer operations to produce a desired result. In business, executing an
established usually routine set of procedures such as “process an insurance claim.”

businessrequirement 1) aprocess or function that is necessary to fulfill the mission of an organization
or comply with law or regulation, 2) a specification for software design or development based on a
business rather than technical need.

chief information officer (Cl10O) Thetitleisusualy given to the person responsible for the computer
systems, but it has come to encompass a broad range of duties, including the setting of strategic direction.
A ClOisresponsible for selecting, implementing, and operating information technologiesto achieveits
business goals.

2 Many of these definitions were adapted from Denis Howe' s “ The Free On-line Dictionary of Computing
“ at wombat.doc.ic.ac.uk and TechTarget.com’s | T-specific encyclopedia at www.whatis.com, Merriam-
Webster's “Collegiate Dictionary,” and the Concise Oxford Dictionary of Current English. The
definitions were adapted as the terms are used at the Department of Education’s Office of Student
Financial Assistance.
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client server A computing system that splits the workload between desktop workstations and one or more
larger computers joined on a network.

commercial “ off-the-shelf” (COTS) — A product that is generally available for purchase or license.
Often refersto purchased or licensed software as contrasted to software that is devel oped specifically for
asingle customer’s use.

customer relationship management (CRM) A business process that uses technology as atool through
which organizations can form relationships with their customers. CRM is an important component of the
new eBusiness initiative. CRM includes three areas. people, process, and technology.

data mart A repository of data gathered from operational data and other sources designed to serve a
particular community of knowledge workers. A data mart is designed for analysis, content, presentation,
and ease-of -use familiar to the community. May be part of a data warehouse. See also data mining and
data warehouse.

data mining The use of sophisticated search engines that use statistical algorithms to discover patterns
and correlations in data. It's used as away to find knowledge buried in the vast mountain of information
either on the Internet or in acompanies own files.

data processing In information technology, the operation of a computer algorithm or program asitis
applied to data to produce a desired result. Used more broadly, it includes all of the processing of data and
the associated operations.

data warehouse A central repository for al or significant parts of the data that an enterprise’ s various
business systems collect. Typically, a data warehouse is housed on an enterprise mainframe server. Data
from various online transaction processing (online transaction processing) applications and other sources
is selectively extracted and organized on the data warehouse database for use by analytical applications
and user queries.

digital certificate A unique series of data, issued by a certification authority (CA), that establishes the
identity of someone doing business electronically. The certificate contains name, a serial number,
expiration dates, a copy of the certificate holder’ s public key (used for encryption messages and digital
signature), and the digital signature of the certificate-issuing authority so that arecipient can verify that
the certificate isreal. Digital certificates can be kept in registries so that authentication users can look up
other users' public keys.

digital signature An electronic rather than awritten signature used to authenticate the identity of the
sender of amessage or of the signer of adocument. It can also be used to ensure that the original content
of the message or document that has been conveyed is unchanged.

e-business (electronic business) Derived from such terms as “e-mail” and “e-commerce,” the conduct of
business on the Internet. This includes not only buying and selling but also servicing customers and
collaborating with business partners.

eCitizen Citizen who use government services offered on the Web.

e-commer ce (EC) The buying and selling of goods and services on the Internet, especially the World
Wide Web. e-commerce and e-business are often used interchangeably.
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e-gov Refersto delivery government services through information technology. Also electronic
government.

electronic data interchange The exchange of data, in a standardized form, between the computing
systems of two different companies. Historically this has been an exchange of files with a batch of
transactions.

enterprise application integration (EAI) Plans, methods, and tools aimed at modernizing,
consolidating, and coordinating the computer application in an enterprise. Typically, an enterprise has
existing “legacy application” applications and database and wants to continue to use them while adding or
migrating to anew set of applications that exploit the Internet, e-commerce, extranet, and other new
technologies. EAI may involve seeing how existing applicationsfit into a modernization plan, and then
devising ways to efficiently reuse what already exists while adding new applications and data.

enter priseresour ce planning (ERP) The use of complex applications employed by large businesses to
integrate and manage all the different processes of a business across multiple divisions and organizational
boundaries. Typically used on an intranet, it allows different parts of vast enterprisesto readily share
information.

extranet A closed network that is set up to conduct business among an organization’ s employees,
between an organization and its customers, or between an organization and its suppliers. Extranets
typically include Web sites that provide information to those with whom an organization wantsto give
limited access to its own network.

firewall A set of related programs that protects a private network from unauthorized external access.
Typicaly firewalls areinstalled to keep outsiders from accessing information on an intranet. A firewall
may also be used to prevent intranet users from accessing materials from the Internet.

gateway A connection from one network to another. The Internet can be viewed as a set of networks all
connected by gateways. Typically gateways involve the use of routers and switches.

HTML The language of the World Wide Web. It is aset of markup symbols or codesinserted in afile
that tell an Internet browser how to display a Web page.

Internet A worldwide system of computer networks - a network of networks in which users at any one
computer can, if they have permission, get information from any other computer (and sometimes talk
directly to users at other computers). Technically, what distinguishes the Internet isits use of a set of
protocols called TCP/IP (Transmission Control Protocol/Internet Protocol). These protocols are
implemented in almost every computer system from personal computers to mainframes.

intranet A private network within a company or organization. Typicaly, an intranet of several computers
islinked to the Internet through some kind of gateway, so that a company can share information among
insiders and also, where appropriate, share it with outsiders on the Internet (a setup that’s also called an
extranet).

legacy Refersto an existing application or information system that has a different architecture or
functions that the current or planned information technology architecture. See middleware.

middlewar e A type of software used to permit two or more types of software to exchange data. Invisible

to the user, middleware permits two incompatible software applications to work seamlessly together.
Often middleware will be used to permit alegacy application to interoperate with othersin a new
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architecture, or to support new or additional applications that require processes or data from legacy
systems.

outsour cing Contracting out an organization’s functions to outsiders. Examples include everything from
running customer relations to providing information processing.

portal 1) A World Wide Web site that is or proposes to be amajor starting site for users when they get
connected to the Web, or that userstend to visit astheir primary site for information or e-business. There
are general portals and specialized or niche portals. Typical services offered by general portal sites
include a directory of Web sites, afacility to search for other sites, news, weather information, e-mail,
stock quotes, phone and map information, and sometimes a community forum.

prototype 1)an original model on which something is patterned , 2) afirst full-scale and usualy
functional form of a new type or design.

real-time A level of computer responsiveness that a user senses as sufficiently immediate or that enables
the computer to keep up with some external process (for example, to present visualizations of the weather
asit constantly changes). Real-time is an adjective pertaining to computers or processes that operate in
real time. Real time describes a human rather than a machine sense of time.

router A device or, in some cases, software, that determines how to send information to its destination.
The router is connected to at least two networks and decides which way to send data based on routing
instructions. Routers are located at juncture points between networks.

switch A network device that decides a route on which a piece of data or “message” is sent to its next
destination.

TCP/IP Transmission control protocol/Internet protocol is the basic communication language, or
protocol, of the Internet. Every computer with access to the Internet has a copy of the TCP/IP program
that allows it to communicate with every other computer on the Internet.

three-tier architectur e Refersto an application consisting of a graphical user interface (graphical user
interface) server, an application (businesslogic) server, and a database server. Typically thisis
implemented with a Web browser-based graphical user interface at a personal computer or workstation , a
second-tier business logic application or set of applications, generally an intranet or Internet server , and a
third-tier database server, usually on a mainframe or large server. Older, legacy applications or their
databases can be connected via an enterprise application interface.

server 1) The computer that runs one or more server programs, 2) A server isacomputer program that
provides services to other computer programs in the same or other computers such as a Web browser, 3)
In the client/server programming model, a server is aprogram that awaits and fulfills requests from client
programs in the same or other computers. Specific to the Web, a Web server is the computer program
and/or computer that serves requested HTML pages or files. The Web browser is aclient that requests
HTML filesfrom Web servers.

server farm A group of servers housed together in one location. The server farm usually functions as an

off-site location where businesses store raw data, Web pages and online functions, or any combination of
these.
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supply chain management Coordinating processes involved in producing, shipping and distributing
products. The term implies communications between several different businesses that, in combination,
provide al of the processes for a product or set of products.

Web hosting Housing, serving and maintaining files for one or more Web sites. Typically Web hosts
have high-speed connections to the backbone of the Internet.

XML (Extensible Markup Language) A W3C recommended computer language that combines tags
with data. Derived from SGML, its original purpose was a document that described its content using
embedded tags. It has become the language of e-commerce used to create common information formats
and share both the format and the data on intranets and the Internet. XML is similar to the language used
for Web pages, HTML. Both XML and HTML contain markup symbols to describe the contents of a page
or file. For example, in XML the tag <phoneNumber> could indicate that the data that followed it was a
phone number.
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Appendix B -
Acronyms Used in the Moder nization Blueprint
Acronym Title
ACS American Customer Satisfaction Index
CBS Campus-Based System
CDS Central Data System
COD Common Origination and Disbursements
COTS Commercia -Off-The-Shelf
CRM Customer Relationship Management
EAC Electronic Access Conference
EAI Enterprise Application Integration
ETL Extract, Transform, Load
FAFSA Free Application for Federal Student Aid
FFEL Federal Family Education Loan Program
FMS Financial Management System
GSA General Services Administration
HRIS Human Resources Information System
IFAP Information for Financial Aid Professionals
LEAPP Leveraging Education Assistance Partnership Program
LOC Loan Origination Center
NASFAA Nationa Association of School Financial Aid Administrators
NCHELP National Council for Higher Education Loan Programs
NSLDS National Student Loan Data System
OCTS 2.0 Ombudsman Case Tracking System 2.0
PEPS Postsecondary Education Participant System
PINs Personal ID numbers
QA Quality Assurance
RFMS Recipient Financial Management System
SFAU SFA University
SLEAPP Special Leveraging Education Assistance Partnership Program
TIVwan Title 1V wide area network
VFA Voluntary Flexible Agreement
XML Extensible Markup Language
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Appendix C -
Sources of Morelnformation

Y ou may find other documents referred to in the Modernization Blueprint on the World Wide Web. The
following isa selected list of additional resources:

Previous version of the Modernization Blueprint: sfablueprint.ed.gov
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