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THE WEEK AHEAD

E-sign Goes Live:  SFA’s much-anticipated e-sign option became operational today, making it the first such electronic option in the federal government and perhaps the first electronic Master Promissory Note anywhere.  Three lenders are claiming their customer was the first in the nation to electronically sign a student loan and have put out press releases.  Major lenders who are using SFA’s e-sign standards and the SFA-issued PIN, and who have contracted to use the Student Authentication Network (STAN) available in the FFEL, Perkins, and Direct Loan programs are:  College Foundation, Inc., Educaid, Rhode Island Student Loan Authority, Wells Fargo, and Pennsylvania Higher Education Assistance Authority.  More lenders are expected to follow. 

Name Change:  SFA will today inform the staff at large about the impending change of our name.  Effective July 11, Student Financial Assistance (SFA) will become Federal Student Aid (FSA), which more clearly communicates what we do and is easier for the community and the public to understand and remember.  The name change will be phased in to publications and products so as not to require additional funding. 

KEY NEWS

Resolution of Audit Recommendations:  During the past week, OIG accepted SFA’s plans for resolving 16 OIG recommendations on SFA’s FY00 Financial Statement Audit and 22 recommendations made by the OIG in its audit of security at SFA’s Virtual Data Center.  SFA also submitted seven recommendations to the OIG for closure.  These are related to Effectiveness of Direct Loan School Monitoring (#0470016), audit of foreign schools (#A0190005), and Audit of Controls over SFA contracting partner CSC (#19-B0003).  OIG is in the process of reviewing these closure recommendations. 

GAO Improper Payment Audit:  SFA continues to research the potential erroneous/improper payments that GAO has raised in the Direct Loan and Pell payment processes.  These potential erroneous/improper payments were provided to SFA as a result of an imperfect match performed by GAO.  Of the $10.4 million preliminarily questioned by GAO for school payments, $9.9 million has been resolved and considered not to be improper.  GAO is reviewing the information to support our statements.  Research is continuing on other questioned transactions. 

SFA Highlights Financial Integrity with GAO:  In a meeting with GAO to discuss SFA’s FY 2000 Performance Report, SFA provided a copy of the 2001 Performance Plan that highlights 28 out of 87 items that are directly tied to financial integrity issues.  SFA will also include our Performance Plan as an appendix in the GPRA plan to be submitted to Congress. 

Software Issues in RFMS: The RFMS system is not ready to process 2001-2002 disbursements due to a software problem discovered in final testing.  SFA’s CIO has isolated the cause of the problem and expects to have it corrected so that 01-02 disbursements can begin soon.  Disbursements for other award years are not affected by the software problem and RFMS continues to process these disbursements. 

SFA & OPE Address Incentive Compensation: SFA and OPE are requesting OS approval to release a “Dear Colleague” Letter that provides clarification on the prohibition of incentive compensation payments made by an institution to its employees or agents.  Both offices believe that the letter will relieve the financial aid community of much of their expressed anxiety over aspects of the incentive compensation provision.

SFA Tracking ATB Testers:  SFA has completed its review of “ability to benefit” (ATB) test analyses and is implementing a corrective action plan.  This is in response to an OIG recommendation that we look into irregularities in testing procedures.  The corrective action plan includes the development of an automated tracking system that contains information about each test, such as the date of approval and the expiration date.  We believe these changes will strengthen oversight of ATB publishers and ensure SFA’s timely review of required reports.  The action plan has been forwarded to OIG. 
RESOLUTION OF KEY ISSUES

Nothing to report.

PUBLIC AFFAIRS ACTIVITIES

Nothing to report.

REGULATORY ACTIVITIES

Nothing to report.

POLICY DOCUMENTS

Nothing to report.

GRANT ACTIVITIES

Nothing to report.

ON THE HORIZON

Congress May Expand Student Loan Interest Deduction:  The Senate has proposed removing the tax code restriction that prevents borrowers who are paying the interest on their educational loans from receiving an income tax deduction after the first 60 months of their repayment period.  If passed, eligible borrowers who pay interest on their student loans during any period may be eligible to receive an income tax deduction.  It is expected that the restriction will be removed for interest payments made during the 2002 tax year. 

NASFAA Conference:  COO Greg Woods is scheduled to address the annual meeting of the National Association of Student Financial Aid Administrators (NASFAA) in Nashville on July 22.  SFA staff will present at many of the breakout sessions and host a booth that features our key products and services. 

FFEL & School Partners to Discuss Prohibited Inducements:  SFA is scheduling meetings with FFEL partners and school associations to discuss ways to clarify the regulations on prohibited inducements.  Clarification is needed to help lenders and schools understand what kind of inducements lenders cannot offer to schools.  The law prohibits lenders from offering inducements to schools in return for schools directing students to them for loans.  The meetings are being set up for next week.  

National Default Prevention Day:  On August 2, SFA will sponsor a series of one-day workshops in Washington, DC, and each of its Regional Training Facilities to provide schools with information on managing default prevention. There will also be a session in the new Training Facility in Puerto Rico during the week of August 6.  Attendees will learn about best practices and tools that are available to help reduce their institutions’ cohort default rates.  As of June 28, a total of 626 people had registered for the workshops.  Defaults are a core issue in GAO’s designation of the student loan program as high risk. 
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