FFEL Loan Purchase Program and Participation Programs
Event ID:  149225

Mark Gerhard:  Good morning everyone.  Thanks for waiting.  My name is Mark Gerhard; I'm your moderator for today's FFEL Loan Purchase Program webinar.  A couple of things to go over before we start.  As always I would like to point out on the lower left hand corner of your screen there is a submit question box; type your question in there, hit the submit question box and we will be answering questions either during the event or at the end.  If you would like the slides to be somewhat larger (Technical Difficulty) --
Jeff Baker:  --last 18 months or so on the [Castle] Loan Purchase Programs.  The purpose of this webinar is just to give some high level information about the 2009/2010 program as we are moving into it.  The presenters will be myself, Jay and Margaret.  And to remind folks just at a very high level that we are working on programs that were and are authorized under the Ensuring Continuing Access to Student Loans Act of 2008 which of course was extended to allow us to go beyond the 2008/2009 program into a program for loans made for the 2009/2010 year, the year that is just coming up.
We remind people that we are limited to purchasing loans or interest in loans, and we cannot provide advances to lenders for the purpose of them making loans.  So the loans will have to be made with other funds and we understand that lenders use either their own funds or some bridge financing or whatever.  

We published the Terms and Conditions of the 2009/2010 programs in a Federal Register Notice on the 15th of January.  And that included the Master Loan Sale Agreement and the Master Participation Agreement, and in a moment I will tell you a little bit about how those have changed based upon some postings that we have just done.

As a reminder, and we are not going to cover it today, that Federal Register Notice on January 15 did include information including the Terms and Conditions of the Conduit program, the asset-backed commercial paper Conduit program.  That is not a topic for today's webinar.

Remind people that the Loan Purchase Programs have two components, a Loan Purchase Commitment Program or the "put" program where the department buys loans from eligible FFEL loan holders.  We call these the "put."  There are clearly a number of eligibility requirements but for this screen's purpose we want to remind people that to put a loan to us, to sell a loan to the department it must be fully disbursed, not going to be fully disbursed, but it must be fully disbursed by the purchase date.  And the commitment purchase program, the put program does require a 45-day notice of intent to sell us loans so that we can begin working with the lender or the lender servicer.  We can make sure the loans are all going to be eligible; we can get our financing in line with our friend's at the Department of the Treasury.
Just to give a little background and status, the Loan Purchase Commitment Program for 2008/2009, the year that has got about 7 more weeks to go, we have already purchased over $7.3 billion worth of FFEL loans that were made for the 08/09 year; that's about 1.7 million loans.  We have in the queue, because of the 45-day notice requirement, we already have 45-day notices for an additional $7.4 billion in 08/09 loans that we will be buying some time in the 45 days.  That is another 1.6 million loans.  And of course the program 45-day notices can for 08/09 come in as late as the 14th of August; so we have just about 2 more months.  So it is very likely that we will be purchasing somewhere north of $20 billion worth of FFEL loans out of the 08/09 program.
The second program of course is the participation program where we are not buying loans, we buy a participation interest in FFEL loans that were made for the particular year; we are talking about the 2009/2010 year.  Again this provides immediate liquidity, although the first disbursement would have to have been made, but after that we provide liquidity so that the lender can have funds to make subsequent disbursements or to make first disbursements for new loans and then kind of keep revolving them into our program.  It is important to understand that for the participation program at the end of the program, when the lender chooses to close their participation, or the deadline comes at the end of the year and they have to, all of the loans have to be either redeemed, taken back by the lender or sold to us.  And when Jay does a little bit more he will explain that in a bit more detail.
As a reminder, loans that are in the participation, the lender could choose to sell them to ED under the put program.  And also as a summary we did a little looking for 08/09 volume; we have purchased just under $30 billion of participation interests in 2008/2009 loans.  We don't know – some of those have been sold to us, some will be sold to us as lenders close down the program.  But we have provided $29.7 billion in funding to the FFEL lenders out of the participation program.

Again, at a very high level I want to give you some information about the eligibility of loans.  The details of this of course are in the agreements, the Master Loan Sale Agreement and the Master Participation Agreement in the definition of eligible loan in section three, but at a very high level, and the information that we are going to cover here – obviously nothing has changed except the dates.  These can only be Stafford and PLUS loans, no consolidation loans can be either sold to us or interests sold to us.  Because this is for 09/10 the loan period had to begin or include July 1, 2009 – it could have already started, that it crosses over July 1 – but certainly begin after July 1, 2009.  And the first disbursement is made on or after May 1, 2009, because it is possible to have a loan period that meets this but not a disbursement date, but first disbursement on or after May 1, 2009.  And the first disbursement will be made no later than the first of July, 2010.  Now that is over a year from now but if you are thinking about next summer's loans could, if other conditions are met, qualify for the 09/10 program as long as the first disbursement is basically between May 1 2009 and July 1, 2010.
It is important to understand and Margaret will give you a little more information to make sure that everyone understands about the notices of intent.  Most of the people I think on this call have been through this from our last program but to remind everyone, the notice of intent to participate is critical to keep open the option of allowing a lender or a subsequent holder to either sell us loans or to sell participation interest in loans.  The notice of intent has to be filed by the originating lender who made the loan and we will not buy a loan or interest in a loan that was made where the first disbursement was made prior to our receipt of the notice of intent.
If a subsequent holder wants to sell us the loan later in the year or participation interest in a loan, that entity also must file a notice of intent.  And we will not buy a loan where that notice of intent by the subsequent holder is after the date they acquired the loan.  Let me say that the other way around.  That loan is, even though it is eligible from the originating lender, it would not be eligible from a subsequent holder if the holder acquired that loan before they file their NOI with the department.  And that is critically important and we want to make sure that we don’t have problems later in the year where a lender, and more importantly for this conversation a subsequent holder – actually they bought those loans thinking they would be funding mechanisms through these programs and they would not be because they did not file the NOI on time.

And as a quick reminder, last year because of the way the program was brought up very quickly after passage of the bill we built in a process where a notice of intent filed by July 31 could make a loan qualify back to May 1.  We are not doing that, did not do that.  We announced we were not doing that for 09/10.  The NOI has to be in before loan is first disbursed or first acquired.

A couple of other eligibility, and nothing surprising here, we will not buy loans or interest in defaulted loans.  We will not buy loans or interest in loans that have borrower benefits except for the two borrower benefits that we have talked about for over a year now and that is upfront interest fee origination fee reduction that will be charged to the borrower, and that is because it would already have been provided to the borrower before we ever get the loan.  Or the 0.25% reduction promise to a borrower if they pay their loan electronically since we will do the same thing on loans that we acquire.  That benefit can remain with the loan.  But for the 09/10 program, much like the 08/09 program, no exceptions to that.  And the reason I want to emphasize that is some of you know that we had a very short term 07/08 program, 2007-2008 program, and that was a bit more liberal in terms of borrower benefits as is the Conduit Program.  But these purchase programs, the put and the participation are limited to these borrower benefits.
The loans have to be, if they are serviced by a third party the servicing of the loan you want to sell to us or sell participation into us has to be terminable within 30 days so that when we take the loan we can assign it where we want without any problem with the earlier servicer.  And as a reminder, we talked about this, if you sell us or sell us interest in one eligible loan per student per borrower you have to do the same for all of their loans.   We do not want a situation where we hold let's say a subsidized loan for a borrower and we don't hold the unsubsidized loan that was made for basically the same loan period.  We want to make sure that in service to borrowers that the loans stay together.  If you can't, or are unwilling to do that, then don't sell us the first one; keep them and service them and take care of the student/the borrower on your own.

There are a couple of, again at a very high level, programmatic loan eligibility requirements.  This is for the put program.  As I mentioned the loan must be fully disbursed by the purchase data and that is opposed to in the participation program which we will get to in a moment.  And, and I kind of mentioned this in terms of liquidating the participation, loans that are in the participation, one way to get them out of the participation is to sell a loan to us out of the put program.
A couple of extra special things on loan eligibility for the participation program, the participation interest program is that it clearly does not have to be fully disbursed but at least one disbursement of the loan had to have been made.  That only makes sense; that's what we are buying – we are buying interest in an asset that has some value.  And it only has value if a disbursement has been made.  But the loan, you must be sure, and this again will be an issue later on in the year, the loan must be scheduled to be fully disbursed by September 30, 2010.  We don’t want to be in a situation where we have a loan and participation and it is not going to be fully disbursed until October or November of 2010.  That will cause all kinds of difficulties in terms of liquidating or terminating the participation.

And if a loan is put into our participation and then it is taken out by the lender, redeemed and taken out by paying the amounts and Jay will talk about that later, you cannot put the loan back into the participation.  You may not put the loan back into the participation.  And too, if I may to anticipate a question, a loan that was put into the 2008-2009 participation and then is taken out by the lender, to the extent that that loan might also be eligible for 09/10 because there is a little bit of crossover, that loan cannot be put into the 09/10 participation.  Once it is in a participation and it comes back to the lender, it never goes into participation again, either from the other year or from the same year.
Okay, yesterday, the 16th we pushed out on our website which is www.federalstudentaid.ed.gov/ffelp where we have posted lots of information about these programs including our electronic announcements, Electronic Announcement #66.  Electronic Announcement #66 talks about the submission and execution of the MPA – the Master Participation Agreement – and the Master Loan Sales Agreement.  We also talked about in that announcement, remind people about the notices of intent, kind of what I went over, and referred you back to an earlier Electronic Announcement #56 that we posted in April about the notices of intent.  As a reminder, because this was a little bit confusing early part of last year, filing a notice of intent to participate does not obligate a lender or subsequent holder to actually selling us loans or to sell us participations – it just preserves those options and as I mentioned earlier it is important to do that or else you will not be able to sell us loans or interest later on.  And it also establishes the loan eligibility by these dates.  And a reminder, again, that not only must the originating lender, even if they have no intent of selling us the loans, they must file a notice of intent and a subsequent holder that wants to sell us a loan must file their own notice of intent and we use the relevant dates.

If you have questions on that I am sure you can ask them when we get to the Q and A part.  

Now, in that Electronic Announcement #66 we pointed out that the agreements that we had originally published on, the January 1st agreement, MLSA and MPA we modified that.  Those were dated January 1, 2009 and posted I think on the 15th or 16th of January.  What we posted yesterday are slightly modified versions of those agreements.  As the slide says they incorporate interpretations that we have already made public in webinars, in Q and A's, in other conversations; they are not changes in policy or changes in the terms and conditions, just provide some clarity.  It was important, we felt, to do that.

Among the things we did are these two listed here, three actually:  We made it very clear what has been our policy that a 45-day notice to sell us loans is irrevocable.  Now there are provisions and it is included in the announcement we put out yesterday about what that means in terms of can you make adjustments.  Yes you can – obviously the amounts that you thought were going to be put in place at the purchase date might have changed, a loan got cancelled, a disbursement got returned, a borrower made some payments and interest didn't accrue as you expected, those kinds of things so the amounts might change.  We also know that it is possible, not likely if you had done it right when you calculated for the 45-day notice, but it is possible that a loan lost its eligibility, the most obvious one would be that it went into default.  Again, unlikely for loans that you are just making for 09/10.  The other possibility is that you add loans, a few loans, because of the requirement that you sell us all of the borrower's Stafford loans.  So you might have included in your calculation for a 45-day put their subsidized loan and then find out before the sale that he now has an eligible unsubsidized loan that is now fully disbursed, you can and should include that otherwise the 45-day notice itself is irrevocable.  This is important for our costing and our scheduling of funds and our work with your servicer and our operations.
The other thing we included in the revised, obviously the first one the change was only made to the MLSA.  We have made a change in the agreements having to do with the ability to make it clear that we can use offsetting procedures if a lender who owes us money for one part of these programs and we owe them money for another part of the program, we will do as most organizations do is we have the ability to offset.  We have always had that ability.  We just want to make it very clear in the agreements so that there is no question.

And finally we had to modify a bit what I called here the simplified process for a 2008-2009 lender, seller, or sponsor and will explain that in a bit in the next page.  What we did to make sure that we could make this as easy as possible, the electronic announcement that we posted included the new agreements that we dated June 15th, 2009 as opposed to the January 1st dated agreement, but we also included as attachments red lines or black lines between the two agreements so that you wouldn't have to go through and find out where we changed a little comma or something or changed something more significant.  So you can go through the red line and see the changes that we made.  But it is the clean version of the MLSA dated June 15 and the clean version of the MPA dated June 15 that is in place.  
Now, I mentioned that we did modify the way that we can simplify the submission process.  The first thing though to make clear is that a lender/loan holder who will become either a sponsor in the participation program or a seller in the Put program must file the appropriate agreement and execute the appropriate agreement regardless of their participation for 08/09 or even 07/08.  These are new programs, they have to have new agreements.  They don't carrier over from one year to the next.

We have though, to make it a little bit easier, suggested that we have two forms of the adoption agreement.  If you go to the MLSA or the MPA you will see that Attachment A to each of those is the adoption agreement, and that is the document that basically says that the lender acting as a seller under the MLSA or the lender acting as a sponsor under the MPA and an eligible lender trustee if there is one involved in the loans and in the case of the participation the custodian all agree that they are going to abide by the terms of the appropriate agreement, whether it be the MLSA or the MPA.  
We have provided a second version of that for lenders who did participate in the 08/09 program.  And the way that works is the second version of the Attachment A, the adoption agreement, has an added provision, a reaffirmation provision.  And what that generically says is if the officer by signing this they are affirming that nothing that was provided in the officer certificate from the year before has changed, nothing substantive, has changed.  If the new lender can make that assertion, they had an 08/09 agreement and nothing has changed that is included in what they signed in the second version of the adoption agreement and they do not have to submit the Officer's Certificate.

And that is more significant than just the page because when you look at it or if you recall the Officer's Certificate includes some supplementary documentation like by laws and corporation documents and decisions of the board of directors and so on.  And so to avoid having to do that all over again, if you did participate in 08/09 and you can make the affirmation that nothing you provided in the Officer's Certificate from the before has changed you don't have to do that.

But the big difference between the June 15 and I hope I am not losing folks here, between the June 15 and January 1 is that an Opinion of Counsel which is Attachment C to both agreements is required for all new agreements whether or not there was one provided the year before.  So read that carefully and make sure that you are filing the right one.  

Margaret is going to pick up now and give you some details of the 09/10 Put Program or Loan Purchase Commitment Program.

Margaret Ayanian:  Thank you, Jeff.  Good afternoon everyone.  And what I am going to do is I am going to step through at a very high level what the Put process is going to look like for the 09/10 program and folks that have had puts in the 08/09 program are probably going to recognize at least the timeline because there are not too many changes to that.  But what I will try to do is highlight where there are some changes and differences to what folks are used to doing under the 08/09 Put program, the program that is currently under way.

So probably the first difference folks are going to see is we are expecting again a 45-day notice and that timeframe is the same, however the form is different.  So you will need to see Exhibit D in the Master Loan Sale Agreement for the 09/10 program, use that exhibit, that form for submitting your 45-day notice and the email address that that notice is to be sent to is different.  It is ffel.putnotice@ed.gov.  And it is very important for folks to be sure that if they are sending in a 45-day notice for the 09/10 program that it be sent to this unique or this different mailbox because as Jeff had previously mentioned there is some overlap to the time period.  And both the 08/09 program and the 09/10 program will be having Put activity at the same time, so we would like to make sure that we get the notices as quickly as possibly, we can know which program they are under and we can proceed to process them.
Sorry Jeff.

Jeff Baker:  Excuse me, Margaret.  Let me interrupt for just a second.  As Margaret pointed out it is a different email address for the 45-day notice so we don't get our years mixed up.  When you go and look at Attachment D, Exhibit D as she suggested which is the 45-day notice, you will see that it still says to send it to last year's address.  Please don't do that.  This is just a matter of us catching up and making – we didn't want to go with the same address because we were afraid we might get them in the wrong queue and that would be very disruptive to lenders.  So use the address that is on the slide and that Margaret mentioned.

Margaret Ayanian:  Thank you, Jeff.  And again, as part of just expediting processes as I'm sure folks are familiar with when it comes from an operations background, if you could also include in the subject line – I know folks are used to putting in "45-day notice," as part in sending this PDF to the department to this FFEL Put Notice mailbox, if you could put in the subject line "2009/2010 45-day Put Notice."  Again, it is to expedite the process, make sure we are getting it and you will get your acknowledgment of receipt so we can proceed on scheduling your Put.
From there you can see the timeline is familiar to some folks who have probably had some activity on the 08/09 program.  It is 9 business days prior to the purchase date.  We are expecting the seller or the seller's servicer to submit their loan transfer conversion file.  Again, the department along with the department servicer will work with the seller and the seller's servicer to clear any exceptions.  There are 3 days over which we will be doing loan eligibility checks on the data on that conversion file to ensure that the loans do meet the loan eligibility criteria for the 09/10 purchase program.  And then 6 days prior to the date of purchase or the sale date will be creating based on – okay, let me take a step back.  Over that 3 days where we are running the edits, any loans that end up to be rejected or do not qualify will be pulled from that conversion balance.  So what we will be doing is  6 days prior to the purchase date we will be running the actual purchase price total and it will be the loans that pass the edits, are eligible for purchase, and it is basically the lockdown purchase price and what the department will be paying the lender for that particular put.   And in a minute I will go over just at a high level the loan detail schedule that will be provided to the lender that provides the purchase price.

Okay, again at a high level to just talk about some of the items that I think folks are familiar with but it is just reminders again for the Put process, it is expected that the seller or the seller's servicer, you are expected to continue to service the loans up till the purchase date or the sale date of the loans to the department.  Any subsequent transactions received will need to be handled as post sale adjustments.  So these subsequent transactions include transactions that the lender received after the sale as well as transactions that occur during that 6 day period.  Because again we are purchasing a balance that is 6 days earlier than the purchase date so if there are cancellations, refunds, borrower payments, any activities that occur or transactions that occur, the monies will need to be collected and reported to the department or sent to the department servicer on a transmittal so we can process those transactions.

Okay, summary for the Bill of Sale.  This is very similar to the schedules, but again using the schedules as they relate to the 09/10 Master Loan Sale Agreement:  The Bill of Sale package that the selling lender will have to prepare includes the Formal Bill of Sale form itself, including the assigned Deal ID; a Final Loan Schedule Summary which is typically the second page to the Bill of Sale and provides high level summary totals for the purchase; the Loan Detail Schedule, which is the report the seller will receive 6 days before the purchase date, you receive it from the department servicer.  If there are liens on the loans that are being sold to the department, the seller also has to provide a security release certificate.  And then there is an option that the lender has relative to if there is a lien holder on the loan.  The lender may chose to have the department pay the lien holder directly as a release to the lien holder, and if that is what the lender or the seller is anticipating doing, the form that you would provide to the department is the Notice of Assignment and Designation of Payee Financial Institution Form.  So in that way the payment will be made directly to the lien holder.  
And if the lender does not choose to do that and files the Security Release Certificate and the payment is made to the lender or the seller, then the department expects to receive subsequent notification that funds were received by the secured lender.

And then again just at a high level, the Loan Detail Schedule again is a report that provides the selling lender with information that is the final loans that were included in the loan purchase.  And it is important that the seller review that schedule and agree that these are in fact the loans that are being sold to the department and it is the balances that are used to complete the Bill of Sale package that is submitted to the department along with this Loan Detail Schedule.  And the schedule that is prepared for the lender will automatically calculate for you the full purchase price.  So it will include the principal, the accrued interest to the sale date, reimbursement of the 1% lender loan fee as well as the $75 fee per loan.  So it will be your total purchase price and you can use those calculations in those fields provided to complete your Bill of Sale package.  

And that's it for me.

Jeff Baker:  Okay, thank Margaret.  We know we have some questions coming in.  We want to get through the Participation Program so Jay Hurt is going to go over a few slides on that program.
Jay Hurt:  Thank you Jeff.  And again welcome to the webinar.  These are relatively high level so I will go through them pretty quickly.  There's not really a lot of significant change between years for 08/09 to 09/10.  
First as a reminder we are providing liquidity to lenders by purchasing participation interest through a custodian.  We will, the lenders can redeem loans from the facility by paying the value of the loans.  Essentially they can, there is a number of ways that cash might be coming in for the loans.  It could be redemption, it could be a number of other things that will be collected in the custodian's collection account which we will sweep on a regular basis until the very end when the participation facility if a facility terminates when final repayment of ED advances and yield occurs.

As an overview, the process , there is the initial approval package, and to reiterate that's Electronic Announcement #66 that Jeff has already talked about.  The custodian approval – my understanding is I think we have the same 6 custodians that we had last year.  We will be placing some notification up on the website soon enough, but you can look at 08/09 for a list of custodians for those that are interested in the program and don't already have one lined up.  

The pre-approval steps are the same as last year.  We have LIDs that you will need to get for you.  There is SAIG instructions, establishment of bank account information.  We have file transmission testing for those that haven't already established a procedure for transmission.  And we will be looking for a monthly rolling forecast.  These are all things that will be returned as pre-approval steps.  They automatically kick off once we have your request for 09/10 agreement or you sent in the package and they will occur before or start even before we give you approval.

The one that is a little outdated was the one that talked about ED sets the funding request day of the week.  That was a previous thing we had.  That is no longer true.  We allow once a week without establishing a specific debt.
After the, and to kind of keep from going down the list of the process overview, those are pre-approval steps.  We have funding requests – those are defined.  They haven't really changed.  They are defined in Electronic Announcement #62.  That was for 08/09; in addition that will apply for 09/10 program.  That is where the submission instructions for submitting the funding requests to us.  Included in that, the one thing I should remind folks is that it is a new – 09/10 is a replication, it's not an extension.  So we will be looking for Class A and Class B Participation Certificates along with the new monthly rolling forecasts prior to the first funding request or with the first funding request.  However that information has to be received and essentially approved prior to the funding request being honored.

And as a reminder, minor point, I think we have established we are on Fed Wire.  We still retain the right for a 5-day payment turnaround.  But I would be remiss if I didn't point out any of these points.  But we are seeing that happen in a day or two.

Finally the next is monthly reporting.  Again, we are looking for in each monthly report we are looking for the monthly rolling forecast, settlement date report, the loan schedule that comes with it, and cash gets swept from the collection account via pay.gov.  All of that is the same as what is occurring in the 08/09 program and you can use the same electronic announcements to inform you how to make that happen.
Winding down.  The program, that again, is nothing new I would hope.  You can either buy back the loans at the redemption price set in the Master Participation Agreement, or you sell the loans via puts to us.  Once we have satisfied the full receivable, but the participation principal and yield for the department, then the residual can begin to cash or waterfall to everyone else in the program.

And finally, once it has been redeemed you report it redeemed to us once, as always, this is normal procedure.  And then it can drop from the monthly reporting.  Once the balances are at zero at that point they can be dropped from the reporting.  

Jeff Baker:  Okay, thanks Jay.  Before we go to questions just a couple more things.  The slide here talks about the other requirements.  They are of course included in both agreements.  They will be as they are for the 08/09 year, agreed upon procedures.  You see the objectives just to make sure the programs are being run properly.  The agreed upon procedures for 08/09 will be at the seller level, in the case of the MLSA, not at the servicer.  And as we did last year, we are not ready yet, but we will be, because after working with our Inspector General's Office, we will be publishing a schedule of when we expect the audit guides, the AUP guides to be available and once they are available there will be adequate time to have the first audit or the AUP done by your auditor.  So we will make sure that we build in plenty of time for you and the auditors a chance to review the guides, perhaps ask some questions, and then schedule and then complete and submit the audits.  We are not going to publish something and say we need the audit in 30 days or something like that.  We will provide sufficient time for that.  So be on the lookout for electronic announcements that give more information about the agreed upon procedures and processes.
Before we go to your questions, and we do want to do that, I do want to anticipate something that maybe somebody has either asked or is thinking about asking.  I spent a little bit of time describing that we had changed the agreements, the June 15 agreement is different that the January 1 agreement.  There are a small number of parties who have already submitted adoption agreements for the 09/10 program is based upon the January 1 MLSA or MPA.  We will be in touch with each of those giving you information about how you are to, what information, and it will be as minimal as we can, that you will need to provide to us to make sure that your agreement is hooking up to the right MPA or MLSA.  We appreciate your understanding in that regard.  But it took us a little bit to realize that we had to make sure we modified things to make this program run very smooth.
I also would remind folks, and we frankly should have had it on a slide, that if you are anticipating sending in an MPA, a Participation Agreement, to participate – too many uses of the word participate – to be part of our Participation Interest Program, you are making a commitment that you expect to be at a volume of at least $50 million.  So if you are not going to be able to do that in even your best estimate, you really would be – well you can't submit because you are making that assertion.  And it would probably be a waste of your time and our time to have MPAs come in from lenders that there is no way that they can reach $50 million in participations.  There is no limit for the Loan Purchase Program, for the Puts.  We are not looking for somebody to sell us three loans for $30,000, but there is no minimum on the Put program, but there is on the Participation program, just because of the nature of the programs.

So, Chris Greene from our staff is here.  he has been looking at your questions and he is going to read some and hopefully he won't stump us or you won't stump us.  And one of the three of us, Margaret or Jay or myself, or some colleagues we have here in the room will attempt to answer your questions.

Chris Greene:  All right, first one.  Will you please answer whether the department will make accommodations for putting loans that straddle the 08/09 and 09/10 academic year?  These loans are most often made by non traditional schools or vocational/technical programs.  Thanks.

Jeff Baker:  Yes, this is an issue that has come up.  In trying to define because the statute, the [cash for] statute uses the term academic year.  And our agreements use the term academic year.  But as you know in a loan world, academic year is not really a term of art in the FFEL or Direct Loan Programs.  So to define what an 08/09 or 09/10 loan is we had to work with disbursement dates and loan periods.  It is really hard, I kid of alluded to this earlier, to find a combination of disbursement dates, first and last, and loan periods that don’t cross over and cause some problems.  And in fact there are some gaps which is what the question is about.
We are, and we understand that and we understand that might have been somewhat frustrating for folks in the earlier programs.  But because of our understanding of this, we are going to take a very hard look over the next few weeks at these so called gap loans and make a determination, and we don't want to make any promises here, as to whether either through interpretation or a revised definition we could have more of these loans be eligible for the 09/10 program.  I can probably say it is not going to be possible to have every one of them, because as the question pointed out it has to do with non traditional programs and the behavior of those programs.  But we understand it is more than a few, and to have these programs be effective we want to see if we can be as comprehensive as possible.  

So we have that on our list of things to take a look at and we will try to resolve that in the next few weeks.  And if we are able to make some accommodation there we will let folks know.  And if we are not, frankly if we are not we will let you know as well so you can make some business decisions.  

Chris Greene:  Can the department put out a summary that lists the changes or differences between the 08/09 and 09/10 programs?  

Jay Hurt:  I think we already have.  That's the red line that Jeff was speaking to?

Jeff Baker:  No, the red line, I'm sorry, the red line is between the January 1 and the June 15 09/10 agreements.  It is a good question and we probably should have and let's see if we can do that.

We will see whether – the best way to do that is probably not red line because once any of you use the red line it gets crazy when you make lots of changes.  But we might be able to do it, go through an analysis, do a little side by side of where things change.  There will not be lots of them as you can tell from this high level presentation.  But it is a good question; staff is making a note of that and we will see working with our General Counsel's Office whether we can provide something on that and as soon as we can.

Chris Greene:  Okay, moving on.  Are rehabilitated loans that have been properly rehabilitated for ATA eligible for purchase under the Put program?

Jeff Baker:  We are all shaking our head yes.  

Margaret Ayanian:  As long as they meet the loan period, disbursement period. 
Jeff Baker:  Right.  The issue here though is that while it is theoretically possible, off the top of my head here it is unlikely that a loan that was made, entered repayment, defaulted for close to a year, the borrower made 9 payments and rehabilitated it is still would be an 08/09 or a 09/10 loan.  There might be some 08/09s if the program is closing down.  But most of these loans were made several years if not many years earlier.  So the answer is yes, it is an eligible loan.  It is eligible for all of the benefits of a FFEL loan.  But I'm just not thinking there would be high probability that that would happen.
Chris Greene:  Can a lender withdraw a loan from a sale if they cannot locate the MPN?

Margaret Ayanian:  Yes, actually that is expected, however, again if it is identified that the MPN cannot be located within the 6 days we are going to have to handle it as a post sale adjustment.  But if it is before we have locked down the purchase price which is at 6 days, then yes it is expected that the servicer be notified that MPN cannot be located and the loan be pulled from the sale.

Jeff Baker:  Yes, I would remind folks that we know that will happen.  I mean we are talking about thousands or hundreds of thousands of loans.  But the agreement defines an eligible loan as one where there are supporting documents that would be made available.   So other than on a rare case we shouldn't see this because you shouldn't include a loan on a 45-day notice unless you have a high degree of certainty that it meets all of the requirements including having the supporting legal documentation.

Chris Greene:  Okay.  Would it be a true statement to say that if the loan meets all of the eligibility criteria to qualify for the any [Casla One] loan participation program, I assume that's 08/09, then such loans will automatically qualify for any Casla One put program, the same with the Casla Two.  

Jeff Baker:  If the question is within a year, 08/09, if it qualifies for participation would it qualify for put?  Except for the fact that the put has to be fully disbursed, the answer would be yes.  Similarly, if the question is if it is a 09/10 loan and it qualifies for the participation, would it qualify for the put?  The answer would be yes if it is fully disbursed.  

Jay Hurt:  But the caveat, if it meets the eligibility criteria, yes.  However there are examples where it was put into the participation, it may have been put into the participation program; we may not have automated edits to catch issues such as period end-dates and loan period dates.  But then when it gets to the purchase program it gets called, it was never eligible, it was included in the participation and it was allowed to come in accidentally basically or without a capture catching it.  If it gets called in the put it needs to come out, it needs to be redeemed and it can't be put to us.  So just because it passed our [system and] participation doesn’t relieve that loan and the seller of the requirements of meeting loan eligibility for the put.  

Jay Hurt:  And that is important.   If I may another way of saying that is if the loan was eligible, it's eligible.  That is a little different than saying we took it.  Because we don’t edit for everything; no one edits for everything.  But I would add though the one thing I thing I think off the top of my head that could change, that could be totally legitimate is that while I was in the participation, again it is unlikely this could happen in default or another kind of claim was filed on – a death or disability or something else.  That would preclude it from coming into the Put and it should have been redeemed earlier in the process.
Okay, Chris.

Chris Greene:  Are there any restrictions on the use of revenue generated by putting the loans.  For example, can the revenue be used to support non federal loans or administrative costs?

Jeff Baker:  I am going to take a shot at this and see if Jay or Margaret have something to add to it.  When you sell a loan to us and we pay you the value of the loan, or say principal balance plus accrued borrower interest plus return the 1% plus $75, it is the lender's money to do what they want with it.  The only thing that I can think of is if that loan was put to us out of the participation we will pay the custodian so we make sure that we have in this collections account so that you can pay your debt to us out of the participation.  So as a general, what we sometimes call a clear or clean put, we have a loan that we had nothing in and you want to sell it to us, assuming we accept it and it is all legal and everything, and we can determine it is an enforceable loan, then that is the lender's money to do what they want including paying a secured holder if that is necessary or any other purpose.  
Again the one exception is if that money came, if those loans came out of a participation, we need to have it flow back through the facility so that we make sure we are going to be able to liquidate the participation.  And when it flows back to the custodian's collection account, all monies in the collection account will come to the department until the receivables are essentially brought to zero.

Jeff Baker:  Right, it is [not] a loan by loan basis.  

Chris Greene:  Can you please go back over offsetting? 
Jay Hurt:  Yes.  I think one of the changes to the agreements was we tried to be a little more clear as to the situations when offsetting might occur.  It is possible for payments going to sellers or lenders or folks that it is possible for us to offset against other debts due to the Department of Education, including specifically excess interest or negative set associated with either the lender, the ELT or the loans themselves.  So essentially we tried to be a little more clear about our offset rights; what we won't do is we will be careful not to initiate offset rights in a way that interferes with any liens on the loans to avoid or cause an issue with purchases.  But with that said we do have offset rights that we intend to retain.

Chris Greene:  Please confirm that it is the department servicer that is sending DOE the loan detail and not the selling lender when submitting a Bill of Sale.

Margaret Ayanian:  Okay, I think this is to clarify – the selling lender must still send in the loan detail schedule as part of the Bill of Sale.  The question is correct that the department servicer creates the loan detail schedule, but as part of the Bill of Sale package it is sent to both the department and the selling lender.  The selling lender reviews it, uses it to complete their Bill of Sale form and it must be sent in as part of the Bill of Sale package.  So it is the lender's responsibility to also submit the Bill of Sale, I mean the loan detail schedule along with the Bill of Sale when they are submitting the full package.  

Chris Greene:  How does the sponsor go about getting the LID?  Is it issued after the initial accrual package is sent in?

Jay Hurt:  Yes, it is part of the pre-approval steps; it will be issued and then activated once the agreement is actually approved.  I think we have some agreements in.  But what we will do is make sure that we have started the pre-approval process for those agreements we have gotten in.  Again, not dependent on approval; it is dependent on just receiving the package.

Jeff Baker:  I want to add actually the question to my colleagues here.  The lender ID per sponsor for the 09/10 participation will be a different lender ID then what might have been assigned to that same sponsor custodian for 08/09.  We have to keep track at the loan level as to which program it was in.  So please, please, please, you should get, as Jay mentioned, when you submit your documents, since we do a preliminary review you should get information about establishing the LID.  And we won't activate it as Jay said until we approve it.  But please, please, please make sure that you don't, once you are approved, start using last year's or this year's, the earlier year's LID for these loans.  You will have  a new one for 09/10.

Chris Greene:  Please describe the certificate of good standing – who produces this?  

Jeff Baker:  This is something as I understand it that corporations would have from their state.  It may not be call – I'm looking at our general counsel folks – Natasha, it may not be called a certificate of good standing but the counsel should know what we are talking about.

Natasha:  Yes, at any rate the state authorities should be familiar with it and with response to an inquiry to (inaudible).
Jeff Baker:  Right, I don't know if you heard that but the state corporation board or whatever it is in your state would know about this.  Again, they may say do you mean this or that?  It is a determination that the state in which the entity is incorporated that the state says yes they are in good standing; we haven't thrown them out or anything.  It didn't seem to be a problem for any of the entities that had to provide for the other programs.  And again it may not be required because this comes under the Officer's Certificate, and if you are kind of rolling over from one year to the other and can make that affirmation it wouldn't be required.  It wouldn't be required again.

Chris Greene:  A state agency lender does not have a certificate of incorporation, would a copy of the state laws apply?

Natasha:  If it is a state-established entity, the statute stating so would suffice.

Jeff Baker:  Yes, anything that is comparable to incorporation that establishes the legal authority for this entity to exist.  It could be state statute as was asked and answered but I suspect there could be some other documents.  

Natasha:  Actually it is probably would be a statute establishing –

Jeff Baker:  Okay, clearly indicating that this is an entity that has been established under state law.  Right.

Chris Greene:  In the last webinar you had a slide with new blackout dates.  Are you going to publish those dates and/or slides from both webinars?

Jay Hurt:  Actually webinar slides and transcripts are posted out on the FFEL site I referred to earlier.

Margaret Ayanian:  And as well we are also going to prepare an electronic announcement shortly within the next week or so that provides the blackout dates for the completion of the 08/09 program as well as the blackout calendar for the 09/10.   So it will also be formally published as an electronic announcement.

Chris Greene:  Does the monthly rolling forecast report have to be submitted each week with our weekly participation request file or is it just submitted once per month?

Jay Hurt:  Once per month, and actually if you are a newcomer to the program or for all 09/10 it needs to be submitted once, before the first funding request.  After that it is part of the monthly reporting package and it would come essentially at the same time you are reporting the pay.gov, the amount that you are remitting to us from the collection account.
Chris Greene:  For the Put Margaret mentioned that post-sale adjustments will include transactions received post-sale as well as those received after the 6-day hold.  Since the conversion report is sent by my servicer on Day 9 and the Loan Level Detail Report is based on the 9-day report, wouldn't post-sale adjustments actually include transactions after Day 9 and not Day 6?

Margaret Ayanian:  Actually yes I stand corrected.  Yes, that would be the case.  I think I was targeting Day 6 because at Day 6 it would be only the loans that we accepted for purchase, but given at Day 9 if you have no loans that reject out of that conversion file and they are accepted for purchase, yes in fact it would include all transactions from Day 9 forward because that would be the balance we would be purchasing.  I apologize for that; thank you for the clarification.

Chris Greene:  All right.  Can you address again where loans may be in 08/09 program year and situation – let me try this again – can you address again issues where loans may be in 08/09 program year in a situation where once in participation something changed to make it fall into 09/10.  Example, change in disbursement day and loan period.

Jeff Baker:  No, I might have confused people.  When making the point that you cannot have a loan that was in a 08/09 participation go into a 09/10 participation, the question was well how could that be because of the dates – how could it even be a question.  Theoretically and I would be hard pressed to even come up with one, but theoretically because of the way these dates, we talked about the gaps, it might be possible for a loan to be eligible for both particularly if we have changed the 09/10 definitions a little bit as we mentioned earlier.  But it is not a change in any dates, it is just that the loan could have met the requirements of either year.  It is almost impossible now – it might be more likely if we loosen up a little bit on the 09/10 definition.
And that would be an issue that that is great but you still can't put a loan in a participation if it has already been in a participation.

Jay Hurt:  And to follow up I think I saw part of that question was, for example, if the disbursement date got pushed out.  So if it was eligible for 08/09 but the final disbursement date got pushed into October, it is no longer eligible to have to be redeemed and it cannot be re-participated in the 09/10 program.

Jeff Baker:  And that is another example – probably more to the earlier question of if it is eligible for the participation must it by definition be eligible for the same year's put?  Maybe not because you put it in the participation on a first disbursement anticipating as far as you knew that it would be disbursed by September 30, but then something happens that it is not going to be disbursed until October.  It can't go in the Put, in fact it should be removed from the participation right away.

Chris Greene:  Will there be a new Department of Education owner code for the 09/10 Put? 

Margaret Ayanian:  Yes, and we will be publishing that shortly.  Yes, there will be a new LID code for the 09/10 Put.

Chris Greene:  Okay.  Does signing the MLSA commit a lender to selling loans?

Jeff Baker:  No, signing just as the NOI does not commit anybody to do that, executing an MLSA or an MPA does not obligate the lender or the eligible lender trustee or the custodian to actually get involved in this; it just sets it all up to do that.  And while we don't want to suggest that everyone in the world should submit these documents, even if they have absolutely no interest, if as the year goes along there seems to be some interest, there is a lead time.  We move them pretty quickly.  But you don’t want to be in a situation where you need funding out of participation in a week or 10 days and you haven't even submitted the MPA yet.  

You are allowed to submit a 45-day notice on the Put before you have submitted the MLSA.  I think you will do that 20 days out.  So as I do I answer a long answer to a very straight-forward question – no, it does not commit you to anything.  

Margaret Ayanian:  But the 45-day notice does.  

Jeff Baker:  Yes, the 45-day notice is irrevocable.

Chris Greene:  Okay, do you anticipate changes to the AUP guidelines?  It has been challenging and expensive enough to work with the process with our auditors?

Pat Trubia:  To the extent possible we will replicate the 08/09 AUP requirements.  

Jeff Baker:  That is [Pat Truvia] from our area.  If I may though I think that we have also heard what was characterized as challenging, not sure if we agree on every one of them, but where we think some clarification, we and the [IG] think some clarification or modifications, there may be some.  We will do the same kind of thing in terms of pointing out the differences when we do publish the guides.  But generally it will be the same.
Chris Greene:  Our 09/10 MPA was filed and approved.  We understand that you will contact us.  However, until we are contacted are we prohibited from submitting a funding request?

Jay Hurt:  Yes, we have to have an agreed upon, or MPA has to be approved prior to a funding request being paid.

Jeff Baker:  Yes, now again if this were an MLSA you can get your 45-day notice in and we will clearly get you squared around before you need to.  But because the participation funding goes rather quickly, we have to have an agreement in place.  As I mentioned we are going to get some emails out in the next 48 hours or so advising folks what they need to do.  If the person who asked the question actually was in a situation where they wanted to put a funding request in very quickly now, they should send us an email right away and we will maybe make a couple of phone calls and jump on that.  

I will tell you that what will be needed if you had not included it in the submission you did earlier is the Opinion of Counsel.  The other stuff is just getting a signature on another piece of paper and that shouldn’t be a big deal.  It may be the Opinion of Counsel because your counsel would presumably take a little bit of time before she or he would be able to sign that.  So you can get a head start on that.  If you submitted one and it did not have an Opinion of Counsel, get working on that and we will work with you on the exact submission.

Chris Greene:  Just to confirm, loans can be sold if only one disbursement has been made and the second is second is scheduled before 9/30/2010.  Correct?

Margaret Ayanian:   No, the loan must be fully disbursed.

Jeff Baker:  I want to make the distinction, and maybe it is just the way the questioner asked the question.  Participation interest in a loan can be sold to us with only partially disbursed. But literally a loan sold to us, which is how the question was worded – no, it has to be fully disbursed.

Chris Greene:  If you have previously signed the MPA for 09/10 and you need to send in a participation purchase request, how long will you need to wait to receive the additional requirements?

Jeff Baker:  I think we just responded to that.  Again, we will get something out very quickly.  If this is a party that is thinking about getting a funding request into us in the next couple of days, get in touch with us, we will tell you exactly what you have to do.  It is the Opinion of Counsel that you should jump on right away.

Chris Greene:  Right.  With regard to the offsetting mentioned for the MLSA for 09/10, will this offsetting include large negative [staff] and if so offset against what?
Jay Hurt:  Well yes, what we are talking about is, for example, let's say we have puts that are payments for loans that are put to us that have no lien holders.  We have the right to offset that payment against any negative staff owed to us by either the eligible lender that is associated to that put or the ELT that is associated to that put.  And we may very well exercise it. So it is really around any excess interest, negative staff owed is what we are seeing, the things that are receivable to us that will offset against payments if necessary.  

We obviously will show some care when doing that when there are lien holders involved.  We will probably work to figure out the amount of the lien and do some work there, but again we will treat these offsets as we need to as we find receivables that have aged beyond for too long.

Chris Greene:  Will you be conducting a webinar on the Conduit program?

Jay Hurt:  No.  But what you can do is go on to the website, the FFEL website.  We did an announcement – I think there was an announcement where one Conduit administrator was out there, we provided contact information.  You should reach out to that Conduit administrator and they can provide you all the information you need to participate in that Conduit.  Should there be any other new conduits established we will again announce them as well and provide contact information.  But all of this, any information about the conduit will be shared by the conduit administrator.

Chris Greene:  Okay, back on loan detail, coming from a lender – how should this be sent since it will contain the borrower's social security number and privacy information.  Is it password very [PGT]?

Margaret Ayanian:  The current requirement, I know that some of these loan detail schedules are large, and as they are large they are broken up into different sections, but the PDF file should be sent to the WinZip file password protected to the ED servicer mailbox.

Jeff Baker:  And if that question was in regards to the loan detail, the loan data sent in the schedule for participation, that is part of the pre-approval steps lay out, provide our gateway, student aid internet gateway instructions about how to get it via mailbox.  It is a secure website where we are sharing this kind of data.

Chris Greene:  How long is it taking the department to issue new LIDs for this program?

Jay Hurt:  For the 09/10 I couldn’t speak specifically for the total amount of time.  But if you give us the approval, the 09/10 we have been working to get the agreements and the instructions out.  Now that we have done that we anticipate the first few that are coming in to turn around as quickly as we can.  But I wouldn't imagine we would take long once we get to a standard process.

Jeff Baker:  That's true; keep in mind that as we tried to explain earlier, when you submit a package to us for participation, after our staff does a preliminary review to make sure you have all of the documents, while we are sending it along to the offices within the department that have to review it, and that takes several days, we are getting back to you about what you need to do to set up your LID.  And we will get it set up – the two events occur simultaneously, we just don't activate it.  So it is not sequential; it should not take very long.  Both the, again in the LID setup should be just a few days and getting approval will take generally just a few days.  It depends how complex the materials are.

Chris Greene:  Have plans for Put repurchase, aka un-put process been finalized?

Margaret Ayanian:  No, those repurchase process or un-put process has not been finalized yet.  To date we haven't had a high volume of those.  We know that we do need to work on those procedures and get those finalized and hope to.  In lieu of that we are working on finalizing procedures for some of the events that could cause an un-put where there are post-sale reconciliation items and we are going to soon publish procedures that allow for lenders to send in those transactions because we are trying to really reduce the population of un-puts to only being in eligible loans.  But other conditions where it is just do to reconciling items or activities that have happened on the loan such as reallocations because there was a big request out there to allow for the department servicer to accept reallocation transactions rather than have to un-put, we did accommodate those but the very long answer to a short question – they have not been finalized yet but should be shortly.
Unidentified Participant:  Where do we send test files for the 09/10 communication (inaudible)?

Jeff Baker:  That again, back to the pre-approval steps, one of the things you should have received when you sent your approval package in were the student aid internet gateway instructions telling you exactly how to interact with us in a production environment as well as a test environment.  In fact one of the things that I am going to do when we leave here is verify that we have in fact been following our pre-approval steps for 09/10.  It has been awhile since we had a new response or [join].  But also, if you have any issue with the pre-approval steps, meaning you sent a package and you haven't been contacted via email with these pre-approval steps, please send an email to loanparticipation@ed.gov.  It is on our last questions slide, and let us know.  

We should be sending you those instructions as soon as you send in an approval package.

Unidentified Participant:  When is the initial ECASLA II rolling forecast due?  

Jeff Baker:  Before first funding request will be paid.

Unidentified Participants:  Will schools be notified when loans have been sold?

Margaret Ayanian:  No, the process for communication involves a welcome letter that is sent to the borrowers to communicate that the loan has been purchased by the department as well as a letter from the selling lender indicating that the loan has been sold.  And then we perform the loan transfer reporting to the guarantee agency of the loan sale.

Unidentified Participant:  ON offsetting, if the ELT is a trustee for secondary market and the ELT also participates in the program, if the ELT owes the department under their own program, will funds owed to the secondary market be offset?

Jay Hurt:  I'm not sure I understand the "secondary market" what is being said there?  If the ELT is a trustee for secondary market – 

Jeff Baker:  Maybe that person should send it –

Jay Hurt:  Yeah, maybe you could send that question into the loan participation mailbox.

Jeff Baker:  With a little more specificity of what you mean by those terms.  Thank you.

Jay Hurt:  Understand, and it is a pretty simple process too.  We can only offset a receivable when we have a payment going out.  So I'm not sure if the secondary market pertains to a payment we would be sending out.  Maybe you can put it in that context.

Unidentified Participant:  Okay, who should people contact who have already been approved for an MPA if they want to participate?

Jeff Baker:  The easiest way I think to find out what needs to be submitted – I think the easiest way is to send an email to the same email address that you sent the agreements in – it is ffelagreementprocess@ed.gov, the same one as you sent it I, just an email saying that, basically repeat this, we need to know exactly what we need to provide in order to participate as quickly as possible.

Unidentified Participant:  Okay, when we submit the 45-day notice is it acceptable to include loans that are scheduled to disburse before the sale date?  So we file the NOI as 08/14, or that should be the 45-day notice, and include loan schedule – they are talking about the 2009 program, Margaret.  

Margaret Ayanian:  Yes, the 08/09 program I think they are talking about.  So we have an NOI on 8 – I think what you are asking about is the 45-day notice of intent on a 8/14 which is the last day that you can submit a 45-day notice for the 2008/2009 purchase program and then to allow for loans that are going to be fully disbursed through the end of the program which is September 30.  There is a conversion file that we are asking lenders to send on October 1.  So that should capture it.  And this was a lot of the information, the timeline that was covered in the last webinar.

Jeff Baker:  In fact there is an electronic announcement that goes through the specifics of the dates associated that you might – it was one of the last few about closeout procedures.

Margaret Ayanian:  Correct.  

Unidentified Participant:  That's all we have; no more questions.  Thank you.

Jeff Baker:  We have no more questions.  We want to thank everybody for hanging in with us, for joining us.  We had, the count says 176 people logged in, and I know we have multiple people sitting at some desks.  We appreciate that.  And we are grateful for your questions and your participation in the process.  Thanks very much.

