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RIHEAA VOLUNTARY FLEXIBLE AGREEMENT PROPOSAL 
Response to Federal Register Vol. 76, No. 104 

 
In response to Federal Register Vol. 76, No. 104, the Rhode Island Higher Education Assistance Authority 
proposes to perform duties as described in GA Responsibility Areas I and III.  
 
The financing model would assure cost-neutrality and would seek to provide cost savings to the Department 
of Education (DE) and the proposal eliminates any perceived conflict of interest as referenced in the Federal 
Register notice.  Savings will be generated by increasing the Secretary’s equitable share of collections 
derived from loan rehabilitations, which currently comprise nearly 60% of RIHEAA’s annual total 
collections (excluding IRS tax offset payments.)  Additional savings will result from RIHEAA forfeiting its 
Account Maintenance Fee and Default Aversion Fee revenues.  Some of the savings will be used to fund 
Area III activities and some may be deemed to support Area II and Area IV functions performed by other 
entities.  

GA Responsibility Area I  

Lender Claims Review, Lender Claims Payment, and Collections 
 

RIHEAA will perform the activities related to Responsibility Area I.  RIHEAA has the managerial and 
operational capacity to continue to provide claims review, claims payment, and collections 
responsibilities.  Additionally, RIHEAA has extensive institutional experience in administering 
guaranteed student loans through the FFELP.  RIHEAA currently uses internal staff to perform the claims 
review and claims payment processes.  If RIHEAA were to add the default portfolio activities of an Area 
II provider, RIHEAA would evaluate the feasibility of assuming those responsibilities “in-house” vs. the 
use of an outside vendor (most likely SallieMae).  RIHEAA currently contracts with SallieMae for 
collections services on its default portfolio.  RIHEAA’s agreement with SallieMae for these services 
allows for the use of three separate vendors to collect defaulted accounts.  The loans are placed with the 
vendors based upon an allocation model which is competitively based.  In addition, RIHEAA’s agreement 
requires that SallieMae must limit the volume of loans which it may place with its subsidiary collection 
agencies.  RIHEAA believes this component of our agreement ensures a more competitive environment.  
For several years, RIHEAA has ranked at or near the top of DE’s FFEL Program collection recovery rate 
statistics. 

A. Objectives  
RIHEAA will focus on the following objectives with respect to Area I responsibilities: 

 Increase efficiency in claim processing and payment. 
 Increase total collections revenue. 
 Increase share of total collections revenue via the loan rehabilitation program. 

B. Activities 

Lender Claim Review – RIHEAA will enhance the claims processing unit.  This unit will be 
responsible for review and processing of all claims and repurchase requests.  In the event that adding 
the volume of an Area II provider creates the need for an alternate approach, RIHEAA would 
consider the use of an outside processor. 

Lender Claim Payment – RIHEAA will enhance the lender claims payment unit.  This unit will 
process payment of all lender claims on loans held by the RIHEAA as well as those of the Area II 
provider.  As mentioned above, the use of an outside source will be considered if warranted 
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Default Collections – RIHEAA will continue to purchase default claims and contract with SallieMae 
to perform collections management services.  Assignment of defaulted loan accounts to the 
participating collection agencies will continue to be performance based and will be monitored to 
ensure adherence to established benchmarks.   

Loan Holder Administration Responsibilities – RIHEAA will continue to provide the functions 
listed below, using the methods currently in place under existing Guaranty Agreements with the 
Secretary:  

 NSLDS Reporting 
 Rehabilitation Sales 
 Tax Offset Processing 
 Discharge Processing  
 Bankruptcy Processing 
 Credit Dispute Processing 
 Consolidation Processing 
 Mandatory assignment to ED 
 Ombudsman Services 

All activities listed above are currently performed as required by the current Guaranty Agreements 
with the Secretary. 

C. Justification for activities  
The activities proposed for GA Responsibility Area I are justified for the following reasons:  

 By achieving efficiencies through enhancement of key processes, including claim review and 
payment of lender claims.  

 By streamlining agency services, allowing RIHEAA to focus on services related to default 
collections and administrative responsibilities.  

 By allowing RIHEAA to focus efforts on working with defaulted loan borrowers, improving 
communication with and education of borrowers, thereby generating increased revenue 
through the timelier repayment of loans.   

 RIHEAA will build on and complement agency activities (described under GA Responsibility 
Area III) related to student outreach, counseling, and default aversion, such as campaigns to 
educate students and their families about college access and college costs.  

D. Implementation plan  
RIHEAA has the procedures listed below in place as they relate to GA Responsibility Area I:  

 claim payment processes  
 account payment processes 
 operations 
 data systems access  
 reporting 
 accounting  

RIHEAA will maintain its current default portfolio and would assume the portfolio of the Area II 
provider.  RIHEAA would enter into discussions with SallieMae to consider the effects of a potential 
increase in volume and decreased GA retention (by increasing the Secretary’s equitable share of loan 
rehabilitations).  It is likely that the collections management component of SallieMae’s guarantee 
services contract with RIHEAA would need to be revised.   
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RIHEAA shall not assume GA Responsibility Area II (Delinquency and Default Prevention and 
Management) or GA Responsibility Area IV.  In this way, RIHEAA shall avoid the potential for 
conflict of interest that exists when a guaranty agency is responsible for both default aversion and 
default collections for the same loans.   
 

E. Improved services 
By achieving efficiencies RIHEAA will support improvements in prevention and management of 
delinquency and default, as well as in community outreach, financial literacy and related efforts. 
 

F. Performance metrics 
In order to assess the degree to which objectives are met, RIHEAA will use the following specific and 
measurable outcomes as performance measures:   

 Level of Increase in Recovery Rates  

 Level of Increase in Net-Back Rates – Net-Back rates are recoveries minus collection 
expenses divided by inventory.  They are a measure of recovery efficiency. 

 Level of Increase in Recoveries via Rehabilitation - Rehabilitation benefits all parties and 
is the preferred collection method.  Additional increases can also be achieved through 
identifying periods with the highest fallout and ensuring that borrowers complete the 
program. 

 Improvement in the Rehabilitation Re-Default Rates – The Rehabilitation Re-Default 
Rate is the percentage of accounts that re-default after rehabilitation.  RIHEAA will commit 
specific resources on working with these borrowers during the rehab-qualifying period to 
communicate the benefits of rehabilitation, the consequences of re-default, and provide 
appropriate debt management tools.    

 Borrower Experience –RIHEAA will develop survey procedures for collection of valid and 
reliable data relative to the borrower experience.  Agencies will provide for systematic 
analysis and reporting of data. 

 

G.  Evaluation method 
Evaluations will be used to routinely inform improvements in procedures as well as to assess overall 
effectiveness.  Evaluation findings will inform ongoing planning and implementation and will 
document the extent to which the performance metrics (described above) are achieved, drawing on 
the following data sources: 

 DE Recovery Rate Reports 
 Agency internal performance reports 
 Federal agency audits 
 Other agency audits 

    H.  Financing plan  
RIHEAA is proposing to increase the amount of the Secretary’s equitable share of collections derived 
from loan rehabilitations.  The GA collection retention for cash recoveries, AWG, and Direct Loan 
Consolidations will not change from the current rates. The savings to DE generated as a result of the 
increase in the equitable share of loan rehabilitations will be used in part to fund the Area III activities 
performed by RIHEAA and also potentially to fund Areas II and IV which must be performed by a 
different entity. (For example, a increase in the Secretary’s share of rehabilitations would have 
resulted in nearly over the 12 month period ended June 30, 2011.) RIHEAA believes that this 
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approach can still generate sufficient net revenue from collections (even in the absence of account 
maintenance fees and default aversion fees) to support RIHEAA’s remaining activities. 

 
Federal Student Loan Reserve Fund: RIHEAA is open to a number of options with respect to the status 
and uses of the Federal Fund, depending upon the particular circumstances of a potential VFA.  The Fund 
could be placed in escrow, similar to the arrangements made under previous VFAs, and RIHEAA and DE 
could agree to terms regarding the issues of claims payments and the percentage of reinsurance thereon, 
etc.  The Fund could be returned to DE, provided that there was a mechanism to pay lender claims in a 
timely and efficient manner.  RIHEAA is also willing to administer the Federal Fund as it is currently 
done.  However, the assumption of another GA’s default portfolio could have a significant bearing on that 
approach. 

I. Impact on continued financial and operational viability of RIHEAA 
RIHEAA management has been involved in an ongoing process of trying to evaluate how changes in 
guaranteed student lending will affect the Agency, both near term and long term.  We feel that this 
VFA proposal offers the opportunity for RIHEAA to remain viable, even in an environment that is 
ultimately a “wind down” scenario.  The Agency will continue to be able to support and maintain its 
non-FFEL activities and will have the opportunity to plan for and adapt to the realities of a changed 
situation in a manner which conserves financial and physical assets and also treats the Agency’s 
personnel fairly. 

J.     Limitations on capacity 
RIHEAA will be responsible for Area I functions and can successfully perform all activities described 
in this section.  RIHEAA will continue to use the Sallie Mae data platform and SallieMae collections 
management services.  The features of this platform allow RIHEAA to take on additional FFELP 
portfolios from outside if needed.  In addition, access to private collection vendors would allow large 
scalability and ability to take on additional portfolios.   

K. FISMA 
The FISMA compliance process is ongoing.  RIHEAA’s system vendor, Sallie Mae, is taking part in 
this ongoing compliance process and reports that the guarantor system is on schedule to obtain 
FISMA compliance by fall 2011.  RIHEAA is engaged in this process and is on schedule for 
compliance within a reasonable time period.   

 

GA Responsibility Area II  

Delinquency and Default Prevention and Management 
 

As described in the cover letter, RIHEAA would require an Area II provider as a partner in this VFA 
proposal.  RIHEAA would transfer its non-default portfolio to the Area II provider.  Presumably, the Area 
II provider would be entitled to RIHEAA’s account maintenance fees and default aversion fees (DAF) or 
the Area II provider and DE would devise a new structure to fund Default Aversion efforts.  There would 
need to be an agreement among all parties concerning subsequent rebates of DAF previously paid to 
RIHEAA. 

 
 



 5

GA Responsibility Area III  

Community Outreach, Financial Literacy and Debt Management, School Training and 
Assistance and School Oversight 

  
RIHEAA will perform the functions associated with Area III for the State of Rhode Island.  RIHEAA is 
also willing to perform those activities in other areas, including the State of Connecticut, if the Secretary 
concludes that RIHEAA’s program and services would be of benefit to students and schools in other 
locations.   

A. Objectives 

 Educate families, school counselors, and community service providers about the value of higher 
education, financial literacy and debt management.  

 Serve as a source of credible information and materials to eliminate perceived barriers to higher 
education for underserved families, support effective college and career planning, heighten aid 
awareness, strengthen financial literacy and promote successful debt management.  

 Encourage eligible families to apply for state-based scholarship programs and all families to 
participate in state 529 College Savings Plans.  

 Unite and amplify state-based college access activities to reach as many underserved families as 
possible.  

 Assist K-12 schools and higher education campuses in developing or expanding personal finance 
education services.  

 Engage businesses, community partners and providers of personal finance and debt management 
education for employees and service populations.  

 Educate schools about Title IV law, federal regulations and default prevention best practices and, for 
applicable agencies, monitor compliance of Title IV loan programs.  

B.  Justification for activities 

As in many states, Rhode Island’s (RI) educational pipeline remains problematic with a public high 
school graduation rate of 76 percent, college-going rate of 67 percent and college completion rate of 66.2 
percent.  Given these figures and RI’s 11 percent unemployment rate, statewide efforts are underway to 
improve the educational pipeline and prepare an educated workforce.  The RI Department of Education 
was selected as a Race to the Top grantee, and two projects were initiated in 2010-11: educator evaluation 
and standards/curriculum alignment using the Common Core State Standards.  The statewide approach 
engages the state and districts to pool resources and work together to develop tools to help every school, 
teacher, and student. Complementary services provided by RIHEAA include workshops, reminder 
postcards to late grant applicants and a financial aid handbook for every high school senior. 

RIHEAA also sponsors the WaytogoRI.org interactive Web portal, which offers a variety of college and 
career planning tools and resources for students, parents and educators, including curricular, test prep, 
college search and college matching tools, applications, and financial aid/scholarship searches. 
Approximately 85 percent of all RI public high school students have an account on WaytogoRI.org and 
every school district in the state uses the website.  RIHEAA continues to serve as a trusted resource for K-
12 and college officials, financial aid officers, and policy makers in the higher education community, and 
continues to provide professional development workshops and assistance with regulatory and compliance 
issues. 
 

C.  Implementation Plan 
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RIHEAA will continue to provide, enhance and grow these types of activities and services for students 
and schools in Rhode Island and will expand those efforts to users outside of Rhode Island. 

D.  Expertise and Accomplishments 

RIHEAA has demonstrated through the development of partnerships and close working arrangements 
that our staff are able and motivated to find solutions to higher education barriers.  Overriding goals are to 
provide tools that are sustainable and use agency resources to continue to build WaytogoRI.org into a 
“digital super highway” where information about careers, college access, and financial aid can be 
accessed in one central location.  

RIHEAA is viewed as an expert and trusted resource through our participation in many college access and 
outreach programs, including partnerships with the Rhode Island Office of Higher Education, Rhode 
Island Jump$tart Coalition, Rhode Island College Access Network, Rhode Island College Crusade, Rhode 
Island School Counselor Association, American School Counselor Association, NCAN, and Pathways to 
College Network.  With respect to financial aid and college admission, RIHEAA staff actively participate 
in the Rhode Island Association of Financial Aid Administrators, NASSGAP, NASFAA, College Savings 
Plan Network, NEBHE, and New England Educational Opportunity Association.  RIHEAA also works 
closely with the College Planning Center of Rhode Island, a college access and completion program 
administered by the Rhode Island Student Loan Authority.  

E.  Improved Services 

 Increased awareness of state-based scholarships and grants to maximize participation.  
 Multiple grassroots and Web-based touch points with students, parents and borrowers to build 
aspiration, reduce barriers to postsecondary education, improve financial literacy and strengthen debt 
management skills.  
 Training, counseling and mentoring on student financial assistance, including expanded FAFSA 
education tools for schools and educational services for students and parents.  
 Increased number of targeted school reviews beyond regulatory requirements.  

F. Financing plan 
The Area III services provided by RIHEAA will be supported through the funds received as a result of 
savings from collections.  RIHEAA proposes to provide services for the State of Rhode Island for a fixed 
fee of for an initial period of three years.  That amount approximates the estimated 
system and personnel expenses associated with providing those services in Rhode Island.  RIHEAA’s 
would propose that a separate funding mechanism be developed if it were determined that RIHEAA was 
an appropriate provider in other locations, such as Connecticut or other parts of southern New England. 

G. Explanation of efficiencies 

 RIHEAA is a quasi-state agency that exercises a consistent, data-driven public agenda to support 
state-based initiatives to graduate more students from high school, college and career ready, prepare and 
graduate more college students, and increase the educated workforce.  

 RIHEAA’s long-standing relationships with schools and other partners as local service providers 
lend essential credibility to key messages and materials, and extend the reach and impact of DE services 
and those provided by affiliated national vendors.  

 RIHEAA’s established relationships with schools and other partners support the development and 
delivery of customized information and tools to meet the unique educational and career needs throughout 
a students’ educational program, and extend opportunities for participating agencies to share best 
practices.  
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 RIHEAA is be able to provide the following services in a more efficient manner and at a lower 
cost than DE due to proximity and our ongoing work with the educational community.  

 College access, aid awareness, financial literacy and debt management activities, 
presentations and workshops tailored to students, parents, counselors, schools and community 
organizations.  
 Professional development for financial aid administrators and compliance assistance to 
post-secondary institutions.  
 Enhanced capabilities and capacity for Area III services through localized community 
partnerships and the economies of scale provided by those partnerships. 

H. Impact on continued financial and operational viability 
RIHEAA has been providing outreach and financial literacy as a function of its GA operations for many 
years.  However, reductions in collection retention coupled with a potential loss of account maintenance 
fees would require that a discrete funding source be identified so as to continue and enhance these efforts. 

I. Limitations on capacity 

RIHEAA can perform the activities in our geographic areas under the proposed financing method.  
RIHEAA is open to expanding the geographic area and loan type with appropriate additional funding. 

J. FISMA 
RIHEAA has yet to determine the applicability and/or implications of FISMA compliance on Financial 
Literacy and Outreach activities. 
 
Note: Please see Appendix 1 below for additional information on Area III activities. 

GA Responsibility Area IV  

Lender and Lender Servicer Oversight 
 
RIHEAA proposes that the Area IV responsibilities be performed by the Common Review Initiative or by a 
GA provider approved by DE.  Savings from collections or foregone account maintenance fees could be 
allocated to fund RIHEAA’s pro-rata share of these activities. 

 
 

Appendix 1: Area III Activities, Performance Metrics 
& Evaluation Methods 

 
 

ACTIVITIES 

1. Building on the success of the WaytogoRI.org interactive Web portal, RIHEAA, working in 
partnerships with Rhode Island Department of Education and Office of Higher Education, will develop 
and implement a statewide electronic transcript system.  The e-transcript is part of the Longitudinal Data 
System currently being developed by the Rhode Island Department of Education. 

2. Continue to provide professional development training for elementary, middle and high school 
educators in a variety of modalities – webinars, conference calls, and on-site training tailored to the needs 
of the administrators. 
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3. Enhance the WaytogoRI.org site by developing relationships with additional entities, such as the Rhode 
Island Department of Labor and Training; Department of Children, Youth and Family; Boys and Girls 
Clubs; and YMCA to determine ways RIHEAA and the WaytogoRI.org website can be of use to these 
organizations. 

4. Increase usage of WaytogoRI.org.  

5. Increase FAFSA on-time completion rates and pilot a pre-FAFSA project with ED. Have all high 
school juniors complete a FAFSA, and have the results sent only to RIHEAA, which can provide 
financial aid counseling based on ISIR data. 

6. Working with RI’s 529 College Savings Plan (CollegeBoundfund), encourage more families to start 
saving for higher education. RIHEAA currently has the CBf Baby Program and CBf Matching Grant 
Program.  Each program provides “seed or matching” funds to Rhode Island participants. 

7. Provide default management workshops and financial aid officer professional development on financial 
literacy, default aversion and prevention services. 

8. Develop a ‘digital mentor’ program incorporating the Rhode Island Mentoring Partnership and 
WaytogoRI.org. 

9. Develop and implement an annual survey using WaytogoRI.org for students to gauge changes in career 
aspirations, school planning and college goals starting in the 6th grade. 

10. Translate the Paws in Job Land Activity Book into multiple languages. 

11. Translate the parent section of WaytogoRI.org in Spanish. 

PERFORMANCE METRICS 

1. Increase the number of Rhode Island students filing the FAFSA on time. 
2. Increase the number of Rhode Island students applying to college. 
3. Increase the number of Rhode Island families enrolling in the CollegeBoundfund and qualifying 
for the CBf Baby and/or CBf Matching Grant programs.  
4. Increase Rhode Island students’ college awareness and understanding of the importance of taking 
the SAT.  
5. Reduce the cohort default rate for Rhode Island post-secondary schools. 

EVALUATION METHODS 

1. Establish FAFSA completion benchmark for each Rhode Island high school. Provide additional 
FAFSA workshops to lowest rated schools. Measure FAFSA completion rate in the following year. 

2. Perform college application workshops and parent financial aid presentations at schools with 
lowest college-going rate. 

3. Perform pre and post test surveys using WaytogoRI.org on topics such as college cost, admission 
requirements, etc. 

4. Establish an SAT completion benchmark for each high school. Work with schools to improve 
participation rates. 

5. Monitor cohort default rates for all schools and work with “at-risk” schools.  




