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THE WEEK AHEAD

Electronic Signature:  SFA CIO’s Innovations team will present an update on E-Sign at the NCHELP spring convention on June 6 in Tucson.  NCHELP (National Council of Higher Education Loan Programs) is an influential association of student lenders. 

KEY NEWS

Elimination of Paper Financial Aid Transcripts:  Staff from Program Development and the National Student Loan Data System (NSLDS) are preparing a letter to institutions reminding them of the change in regulations, effective July 1, 2001, on the method by which they obtain financial aid history information for transfer students.  This change, with the new services provided to schools by NSLDS, finally eliminates paper financial aid transcripts (FATs) from the student aid process.

Meeting with Perkins Loan Schools on E-Note:  Staff met with representatives of schools that participate in the Federal Perkins Loan Program to discuss options for using an electronic promissory note in that program.  Members of the Perkins community were pleased with the efforts of SFA, and plans were made for follow-up meetings later this summer.

Student Loan Interest Rates Drop Markedly:  Last week’s auction of Treasury bills means interest rates on student loans will drop significantly come July 1.  In both the FFEL and Direct Loan programs, the interest rate on a subsidized or unsubsidized loan for a borrower in repayment or forbearance in the FFEL program will drop from 8.19% to 5.99%.  For in-school, grace or deferment, the rate will drop from 7.59% to 5.39%.  On PLUS loans, it’ll drop from 8.99% to 6.79%.  The new lower rates will be in effect from July 1, 2001, to June 30, 2002. 

Urgent Approval Needed in Distance Education Demonstration Program:  COO Greg Woods and Deputy Assistant Secretary Maureen McLaughlin of OPE have submitted to OS a request for the approval, by July 1, of 10 new participants in the Distance Education Demonstration Program.  A decision is needed as soon as possible because the schools’ current Program Participation Agreements must be amended by July 1 to include the appropriate waivers. 

SFA-HHS Partnership Pays Off:  The second match of SFA defaulted borrower files against HHS’ National Directory of New Hires database produced almost 500,000 matches with unpaid loan balances of more than $2 million.  Of the 1.25 million files in this batch, more than half were from guaranty agencies (GAs).  This is the first time GA files were included.  SFA and GAs now will analyze the matches to determine which accounts are eligible for collection activity.  This partnership with HHS so far has resulted in SFA collecting and returning $35 million to the Treasury. 

IRS Data Study:  As part of a major Administration priority, Student Financial Assistance has conducted a study in cooperation with the Internal Revenue Service (IRS) that compares FAFSA-reported income information with IRS-reported income information.  The study provides information about the Federal Pell Grant over- and under-awards resulting from misreporting income data on the FAFSA.  A draft of the study is now available and will be widely discussed in the Department and with OMB over the next several weeks.

Software Developers Meeting:  On May 31-June 1, the Schools Channel hosted a meeting of software developers to ensure they’re on board and up to speed on our COD (Common Origination & Disbursement) initiative.  Datatel, PeopleSoft, SCT, Sigma Systems, Penn State, and the Universities of Florida and Michigan all attended the meeting in Arlington.  

Southeastern Academy and Southern College Close:  On June 7, SFA’s Atlanta Case Management staff and the Florida Board of Non-Public Career Education are scheduled to meet with students affected by the closing of these schools.  The meeting is to address students’ financial aid and educational needs and discuss their options.  The schools closed their doors May 24 because of financial difficulties.  Both schools were on reimbursement because of failure to comply with numerous Title IV regulations.  Each school has a repayment agreement with ED/SFA for previous liabilities, and the schools are delinquent in their payments.

Schools Portal Surpasses 3 Million:  On May 25, the Schools Portal logged its 3 millionth hit.  The Web portal (http://sfa4schools.sfa.ed.gov), launched in March, is a one-stop shop for financial aid administrators, bringing together all the various Web sites, databases and information FAAs need to administer student aid.  

Voluntary Flexible Agreements:  The second round of site visits to the financial institutions implementing Voluntary Flexible Agreements (VFAs) concluded this week.  SFA Financial Partners and regional staff met with executive staff of American Student Assistance (ASA) in Boston on May 24.  They discussed ASA’s progress so far and methods for capturing data. 

RESOLUTION OF KEY ISSUES

E-Sign STAN Published:  The System of Record for the Student Authentication Network (STAN) was published in the Federal Register on May 30, keeping the implementation for E-Sign on track for July 2.  The publication process was completed in three weeks vs. the normal six months because of the spirit of cooperation between SFA, OGC and ED CIO. 

Judge Rules in ED/SFA’s Favor in ESS Case:  On May 30, a U.S. District Court judge in Dallas ruled in favor of the ED/SFA on all aspects of ESS College of Business’ motion for a Temporary Restraining Order.  ESS sought the order against ED/SFA because of our revocation of the school’s eligibility to participate in Title IV programs.  In his decision, the judge said it was in the public’s interest that ED/SFA administer the disbursement of federal funds and enforce the laws and policies related to Title IV programs.  He found neither impropriety in ED/SFA’s procedures for revocation, nor in its findings of fraud and violation of the requirement that institutions earn at least 10% of their funding from non-Title IV sources. 

PUBLIC AFFAIRS ACTIVITIES

Nothing to report.

REGULATORY ACTIVITIES

Nothing to report.

POLICY DOCUMENTS

Nothing to report.

GRANT ACTIVITIES

Nothing to report.

ON THE HORIZON

Prohibited Inducements in the FFEL Program:  In cooperation with OPE and OGC, we will be forwarding to OS for approval to release, a letter that will advise FFEL program participants (lenders, guaranty agencies and schools) of certain lender and guaranty agency practices that may be considered prohibited inducements under the laws and regulations governing the Federal Family Education Loan (FFEL) Program.  The letter will contain, as an attachment, a number of Questions and Answers (Q&A) that will provide clarification and guidance on this important issue.

Incentive Compensation: In cooperation with OPE and OGC, we will be forwarding to OS for approval to release, a letter that will provide clarification and guidance to program participants on the scope and meaning of the statutory prohibition on the payment of commissions and other incentive payments to individuals who are involved in recruitment, admissions or financial aid administration.

State Agency Liaison:  NCHELP has offered to host the first meeting of the Voluntary Flexible Agreement (VFA) workgroup.  The meeting will be held in NCHELP’s Washington, D.C., office on June 14. 

SFA Caribbean Facility:  On June 21, SFA will open its training facility in Puerto Rico, to be located on the American University-Puerto Rico campus in Bayamon.  It will host trainings for administrators of Title IV student aid in Puerto Rico, the Virgin Islands and the Dominican Republic.  Other federal agencies, such as GSA, are interested in using the facility.  The center grew out of SFA’s Puerto Rico task force, which in 1999 examined SFA’s service to the community in Puerto Rico. 

Default Aversion Conference:  SFA’s Financial Partners Channel is partnering with New York State Higher Education Services Corp. to jointly sponsor an Eastern Region Default Aversion Conference in Albany June 20–21.  Default Aversion Conferences will also be held in the regional offices in Dallas, San Francisco and Chicago.  Dates have not yet been determined.  

National Education Computing Conference:  SFA and ED OCIO are partnering to exhibit at this conference in Chicago June 23-25.  The meeting attracts more than 30,000 high school guidance counselors.  The ED/SFA booth will feature FAFSA on the Web and other key electronic products. 

CONTACT INFORMATION

Please contact Karen Santos Freeman at 205-1531 with any questions about this report. 

