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THE WEEK AHEAD

OIG Memo on Share in Savings Contract:  SFA staff is preparing a response to OIG’s SFA Action Memorandum that suggests the baseline cost figure in the task order is overstated by a significant amount and that SFA didn’t explore a fixed price contract.  The Share in Savings contract was a groundbreaking new financial arrangement that allowed SFA to quickly retire the legacy Central Data System without any up front payment by the government.  SFA disagrees with the OIG estimate of costs and did explore a fixed price alternative.  Even with the OIG cost estimate, the contract is saving the Department millions.  

KEY NEWS

Business Etcetera Enforcement Action:  SFA has put Business Etcetera, Inc., of Miami, Florida, on reimbursement due to mismanagement of Title IV programs.  SFA, working with OGC, expects to issue a revocation of the school’s participation agreement.  On August 24, OIG seized the student files and school bank account information due to apparent criminal activity by the school’s owner and CEO.  In July SFA received student allegations that the school was selling high school diplomas, in addition to other indicators of potential problems.  SFA responded by conducting on-site reviews and uncovered significant violations, including: the staff is paid for student referrals (incentive compensation); falsified student information; and misuse of federal funds for personal gain (e.g., cars, art).  Swift action by SFA’s Atlanta case team resulted in the return of $788,000 of $800,000 in Pell funds improperly drawn down in July.  The team’s quick response also prevented Business Etcetera from drawing down $1.4 million in FFEL funds in August. 

Improper Pell Payments:  So far, GAO has reviewed approximately 34% of the Pell records questioned as potentially improper and has cleared about 12%.  GAO auditors have said they consider the documentation for the remainder of this batch of records to be insufficient.  GAO hasn’t yet completed its review of all the files SFA has provided.

OIG Memo on FY 01 Performance Plan:  OIG continues to recommend that SFA include a systems integration goal in its performance plan and report.  SFA disagrees with what it calls “integration for integration’s sake” and disagrees with adding integration to its three key goals (increased customer satisfaction, reduced unit costs, and increased employee satisfaction).  SFA’s position is that integration must be part of everything we do, helping achieve one or more of our key goals.  SFA has agreed, however, to highlight the numerous systems integration projects in its FY 02 Performance Plan and FY 01 Annual Report and to include more discussion about how integration factors into its other projects. 

Effectiveness of Application Verification:  On August 21, SFA and OIG met for an exit conference on OIG’s audit of the criteria used to verify a student’s eligibility for financial aid.  The verification process scrutinizes certain information on the applicant’s FAFSA (Free Application for Federal Student Aid).  SFA said it agreed with recommendations in OIG’s exit point sheet concerning changes to EDExpress and the IRS match of income information.  However, SFA felt OIG had reached erroneous conclusions regarding the use and purpose of Management Information System reports.  A timeframe for issuance of the draft audit report wasn’t set. 

Income Tax Cut Impact:  SFA is working with OPE to integrate the recently enacted income tax reductions into the needs analysis formulas that determine an applicant’s eligibility for federal student aid. 

SFA Comments on ED’s Financial Management Status Report & Five-Year Plan:  SFA is providing ED CFO with updates on its portion of ED’s Financial Management Status Report and Five-Year Plan.  ED is required to update these reports annually in accordance with the CFO’s Act and OMB Circular A-11. Comments were due August 24. 

RESOLUTION OF KEY ISSUES

Nothing to report.

PUBLIC AFFAIRS ACTIVITIES

VIP Visit:  U.S. Rep. Sherwood Boehlert (R-NY) visited AFSA Data Corporation, one of SFA’s major contractors, on August 21.  Boehlert was visiting companies that are the largest employers in the Utica area (Oneida County, NY).  He met with AFSA management and toured the facility.  The tour included the part of AFSA that handles Direct Loan operations and servicing. 

REGULATORY ACTIVITIES

Nothing to report.
POLICY DOCUMENTS

Nothing to report.

GRANT ACTIVITIES

Nothing to report.

ON THE HORIZON

Cohort Default Rate News Conference:  SFA is working with OPA and OS on the annual news conference to release schools’ cohort default rates.  The date has tentatively been set for September 19 and OPA has been working to get the news conference on the Secretary’s schedule.  Schools’ default rates will be mailed to them on September 17.  The news this year is that default rates once again have fallen to an all-time low. 

New SFA Building Opening:  SFA staff begins moving into our new building at Union Center Plaza on September 21.  A brief opening ceremony is being planned for September 20.  SFA has sent, through the Executive Secretariat, an invitation for the Secretary to participate.

Death & Disability Pilot Project:  Over the next few weeks, discharge requests are to begin arriving at the new central processing center in St. Paul, Minnesota, as SFA’s pilot project to prevent false death and disability discharges gets underway.  USAFunds of Indianapolis and the National Student Loan Program (NSLP) in Lincoln, Nebraska, have agreed to participate in the pilot.  Texas and Oklahoma have decided to forego participation.  The project is designed to enable SFA to quickly follow up on death and disability claims to determine their legitimacy and prevent fraud.  Final arrangements for the forwarding of discharged loan files are currently being negotiated.  
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Please contact Karen Santos Freeman at 205-1531 with any questions about this report. 

