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Emagine There’s No Paper, It Isn't
Hard to Do

FFEL Panel on Electronic Promissory Notes



= S You Say You Want a

Revolution...

“Holy grail” of paperless process
Removes last barrier to a fully electronic student aid process
Entire process can now be electronic from application -> award
-> disbursement -> servicing

Service at the speed of light!

E-sign coupled with other recent changes allow us to serve
ALL customers in real-time

Allows schools to re-think “traditional” process flows and
compress timeframes

Engaging aid processes

With e-sign, incorporation of a web application process offers
greater creativity and control over a student’s aid process



e The Long and Winding

Road...

E-Signatures in Global and National Commerce Act passed June 30,
2000

Department of Education published Dear Colleague Letter containing
voluntary e-signature standards and “safe harbor” on April 30, 2001

Department of Education and NCS launch STAN (STudent

Authentication Network) service on June 29, 2001 allowing use of
FAFSA PIN for e-signature

FFEL collects first e-signed MPN’s in the country

Department of Education revises DCL allowing electronic delivery of
PIN to be covered under safe harbor on July 25, 2001
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Come Together...

ED guidance provides minimum “safe harbor”
standards for the implementation of electronic
signature processes in the FFEL, Direct, and
Perkins Loan programs

Conforming to the “safe harbor” standards will
assure that ED will stand behind the loan if the e-
signature Is challenged in court

Standards are voluntary - lenders and schools
may choose to ignore and take risk of loans
being deemed unenforceable solely because of
p-note
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Across the Universe...

DCL standards apply to:

Master promissory notes (MPNSs) or loan
applications (ex. Perkins, PLUS, etc.)

Forbearance agreements
Deferment requests
Cancellation requests

New repayment agreements
Requests to discharge a loan
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Help!...

SFA Pin process the most pervasive - but has
limitations
Currently, not all borrowers complete FAFSA
Currently, mail requirement defeats real-time benefits

Movement to electronic delivery (est. January 2002)
will not be real-time

Can only be used for Title IV aid
PIN request site to address non-FAFSA filers

Discussions to allow use outside of Title IV - but
don’t count on It
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We Can Work i1t Out...

DCL is a “voluntary” standard so other solutions are
possible
Within DCL “safe harbor”, other solutions can be used
provided they follow guidelines

Use of third party authenticator (not school)

Shared secret sent via secure means

Lenders and schools can decide on processes outside of
the safe harbor with some risk

PIN/password relying on school certification as
authentication

School assigned PIN/password
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| am the Walrus...

An “electronic signature” is an electronic symbol or process

attached to or logically associated with a record, and executed by a
person with intent to “sign” the record.

An electronic signature is not technology specific.

These technologies are not used to “sign” the document, but to

prove that the person affixing the e-signature is authorized to do so
(attribution)

Attribution can be based upon:

What You Know - Shared secrets (e.g. PIN, Date of Birth, Mother’s
Maiden Name, SSN, etc.)

What You Carry (e.g. smart card, digital certificate, etc.)
Who You Are (e.g. fingerprint, retinal scan, digitized signature, etc)




ieatronts Aucess Custagens Mag ical Mystery Tour...

Unlike a traditional “wet” signature, an electronically
signed document involves multiple steps:

Disclosure informing the borrower of their rights
Consent from the borrower to use an electronic process

Authentication of identity to prove the person is who they are
claiming to be

“Signature” accepting the transaction

Borrower always has the option of a paper process



S e e It's Getting Better All
the Time...

Technology Is rapidly evolving

Benefits of e-sign in all industries will drive
wider scope solutions rapidly

Cost of technologies is dropping

Potential for smart cards and biometric devices
becoming widespread in the near term
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Ticket to Ride...

On-line promissory note and other web based
processes have been available for years

Few schools have adopted web based notes into
their standard process flow though

Core borrower demographic prefers to go on the
web for information and services

E-sign is the “killer app” to move financial aid on-
line



A A|| \We are Saying, 1S
Give E-Sign a Chance...

Benefits ALL participants in the process, so why
wait?

Convenience, speed and better information for
students and borrowers

Speed and cleaner process reduces workload and
Improves cash flow for schools

Reduced workload and costs for lenders and their
business partners

Potential for fraud and default reduction benefits
taxpayers



@’Mn.. AES Stafford MPN on

_~ the Web

Student logs in, selects school and lender

(Note: If aloan has been pre-certified, the school will
be displayed and cannot be changed.)

STAFFORD LOAN Web Application Request

Please locate and select the schoal you plan on altending:

TEST sGHOOL  Change School

Please locate and select vour lending institution:
[None Selected j

I If you choose a lender with which you are naf familiar, you should contact the lender before you submit a pramissory nate
to make sure you meet their requirements.




O*‘-‘mg AES Stafford MPN on
the Web

Student’s name and address data are pre-populated
using data from their log in account

Personal Infermation

Please completa all information regquested below

Firsi Bl Last
|TEST [& [STUDENT
SSM: EEEEGEEES

Sireet Address: | 5555 TEST PEWY
City: [ TEsTVILLE
Stale | FEMNSY LWAMIA

Zip I )

Date of Birth (rmirmddyyyy) Q50571 355

Telephone Humber: I

Driver's License State: |

Borromemr’s Mamea

Dirwet's License Mumber: |

E-mail Address |

Would you like to receive
perodic updates from ws 7

1=

Interest Paymants: |vi@s 'I

If | select "¥es”, | want to pay unsubsidized interes! while | am in school




O*‘-‘mg AES Stafford MPN on
the Web

Student must provide two separate references with
different U.S. addresses




e Asosss Cauatucne AES St af_fo rd M P N
” Completion Options

Print at their printer

Have AES print it and mail it to them

Save the form for completion at a later date
Sign electronically using their USDE PIN

Please select one of the following options:
& Prind MPM Fatm on Your Printer
 AES will Printthe MPR Form

" Save Information For Later

" Sign Electronically with my US Departrment of Education PIN

Subrmit | Reset 1




e, El@CErONIC Signature
Process

Student gives consent to complete the

Stafford MPN process glﬁectronically

Consamt te alerfromically complety pour

Stafford MPN

Vou haw chisen 10 akcirani cally sign poar Safford KPR for ana of mom shudant Toar Thal you will B [a epay. You confin 1o have the aplion 1o
completa yaur Staflard MPN wsing ana of 1he oher peper aplions. &1 any tima during this pracass pior o your s uhmissian of your signed Etaford MPH o
g, PoU Ay Ak o e ark of tha papar oplire 10 akn pou Stafoed MPHL BRar your succasshi] complelion of iha elecionie signaiune process, o sl
b able ta 1) access the sigrad copy of your Etaford MPH, 2] print 2 papsr copy of 1ha signed Staford KPH, or3) rgues Thal wa proAts yau a pagsr
copy ol your decimnically signed Elaford WPH

Befors you slactranicaly sign pour Stafford WP, pou must coneant (agree) b conduct {his transaciian sl ctmanically. When pou proade your consant bn
conduct this fransaction elecironically, your consank wil be for the sole ard §mifed porpass of completing this irensaction. The conssnt wil not cover any
future transaciins thal you may wich 1o conduct slactranicaly. o wil be required 4o provide 3 rew consent b any fubure iransacians you wish b
conguct wih us

Vol niay with o p0uT el el 10 conthict this rensaction elecioncally o ang Tme pran 1o the ol misaen of jour Baford MPN [ . You mag
with drar thie Consant by axiing o 1ha pracass eitban by 1) Chacsing not b cantinde thi: prodess, or 2) breaking tha meme Ink wih w

Rumiembar, by signing a kastar Pranisaory Male 4PN you ane ageaeing 10 pey back ony loandd] 1hal o sca ke urder the PR far your adacalan

Wra reed cartein hardware ard sobwens 1o slectroracaly sign pour Baford WP H Yas wlll be unable tn complete fhe slechaaic signalure process #
wou o noi have basdwass il softwass that mesi the ollowssg requirssesis

» v f thie folkrwng browsers: bniemet Explarer verakan 4.0 ar higher, Netscaps waision 4.0 o highar, of A0L verakan 50 ar bigher
» Javascrg and coakies must be anabled 0 your web browaer sedtings
» At Acrobat Reatarsamsion 4.0 of highar. Thi will ba recassery 1o vewipim your Stofand MPN. Fyau ane e wa, Clok heg 1o st this
rapina s
Plapme Note: You will hws met the handwa e requrements by beng able to i b shoe softears

Baloe yoi cam coininia with S abeciass Signatiis piociss yoil i agies e esd ae alecresic Sasenl BIPH by clhacking S siatomi s
Ealew,

™l agres to abectronscally sign my Stafford MPH and have the required hardware and software as stated above.

< bavk fp prid agiiass o 5
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Electronic Access Cnninrﬂan:ﬂ

Student reviews a draft of the MPN and
must agree to the loan terms and
conditions as well as Rights and
Responsibilities

T} braft Stafferd MPH - Micrazoft Interwet
Ble  Edit  Www  Fgva Toch  Help

Drafi B

Stafford MPN

How you must review a draft version of the Stafford MPH that you will ign electronically. Pleaze note that while this
wersion of the Stafferd MPH appears complete, with the personal information you previously previded. it has not yet been
sighed by you. This premissory note is a legally enforceable student loan cbligation that you must repay. Review the
language of this Draft Stafford MPH carefully. Please kzep in mind that while some of the text may appear to be
inappropriate in this format as compared to a paper version of the Stafford MPN. we are required to display the text
exactly az it appears on the paper Stafford MPH.

IMPORTANT: While revieiwng the Draft Stafford MPM, you will be required ro confirm that yeu have read, understand and
agres to all of the language, terms, conditians, and natices of the Stafford MPHN in thres places by chacking a box whers

raquired, =
Federal Family Education Loan Program (FFELP)  |Guasactor, Program, or Lender ldertifcation
711.20m
Federal Stafford Loan '0515'5;'500.-.-55-.- 3 oL
F2EI2KE - KEYSTONE BEST
e P S Oy O v osccsmncopsrnismapease [ 9 U %

rirsd Code and 20 U.5.C. 1097

LaE N Farg Mama i

e 1y Rlsmba
STUDEHT TEST A 555555555
L - Home Temptans Humbes Date o Birlh

SEER TEST FHWY 5551555 -5555 054061955

Gy Sutn Zip Cade Drtwar's Licwraw S2ate ard Humbes E-Mail Addum
TESTUILLE Fiy 55555

Cardar o T ETT

HETE HARRIEBURG Pay 17105

3t SATRSNEAE W CHTHoAT LS ASdreaner The MKt isfeisnce chousd ba & s

TN o g,

mecdian. WO 180 nces Bt b
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emagine

Signing the MPN

Student is informed of impending
signature, MPN data and clicks are stored

pile  pdit Yiew Fgeorto Took  pelp

-
Signing ypovr -
Stafford MPN

Fou @ o o alecinoricaly sign your Stafiord WFPH with your US Depanmant of Education PIM. You hav araady

1 consertsd bo sign the Stafford PR losn docomend slectmnicalby,
2 pedavsed tha diahl docomant, and
3

agread Lo @l of the tenve and corclitkes of the Staffard MPhL
Wetwary you corlinua, you will ba asked 10 enar your UB Depanmen of Educalion PR, kg wilh your PR, pou wil be askad 10 provids soms
addhional parsonal denifers in ander to confinm your ident oy

Afar you eactionically aign your Staffard MPR you vl ba requined to radaw the 5 igred docurese in its §nel faem prioe 1o aubmiltiesg the document 1o
ua.

<= ek fo print apiions T =
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The STAN Process

The Student Authentication Network
(STAN) Is a secure service for
authentication of the borrower’s SFA PIN
and stable data (last name, birth date,
SSN) against the SFA database to enable

borrowers to “e-sign” their loan promissory
notes

Student iIs redirected to the STAN site



EEEEEEE P —— The STAN ProceSS

Student enters SSN, DOB, Name and PIN
STAN confirms the student’s identity

Student Is redirected back to the AES site
with authentication string

AES confirms that STAN Is the referring
Site
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emagine ()nflrmathn

Student reviews MPN, obtains confirmation
number, and confirms review of MPN

]'.l-.l el mabewi§ #he Bdaf ferd WP - Morwie it Sebock Taplewr

|| Ble Edit Sies Fgori Tmk e

.Fd'lrm}l_] Pl e T e, plvessery Moanc pllosmapp_man_prinlc mToko=s | § 2he fokere FEAT 7T

\ Review povr signod

\Sfaffard' MPN

dramgis pheas sy Siériimps pid - sdsrmedl Gpieees §oplaree
] . e I R *_;ﬂ!ﬁ.-g'ﬂ.rﬁ;_ _jm
(= - o [VED e,

> )

Ppsiergl Furnity Bsiuniion Luvey Frewrer. (PR |~ Wl g o Tecpilnedd b0 pead v ol leciron el signad BaTond FPN it antiely. Yo miest capriilly revicw tha alcimnicaly signed Stafiand MPN
:ﬁ"';"" 5"“"?"'-" l-“"r;' 1a iy dhat sl of the persanal and damographic infrmation an the rate abot wau & acoorate, Sddbionalty this i your fnd charce 1o mad the
L T EE ROy D akelanialy sgned St MPK 10 veke s that you sree wih 3l o he ban leime sl condiang
! — Whie eAWng the sectronically slgnad S1aTord MPN, pou wl fird 2 unkque Biur charactar alphan manc FPH Transection cade that o nead 10
Ik — — ke Doan. will be roquired to emer thiz imnsactian code where requested prior to e sub of your ol ally sigred MPH 1D ws.
T B . " el
B o A Brnew oy signad Siafford WEN now.
:ir:
si My my my MFR iransacion oode below meprasents ry unequivice ageersam 10 ihe klkewirg
X
":‘3 i («n redigrwend tha antira aketranicaly signed Mastar Pomisory Maa and ackrawiedge that the infimation confainged abeut v in The nota is e
lET e 1w EER REETIRG O = A _l_l' red camracd. | bewe resd, undereband, and agme {0 the Bamreer Cerficrions and Aulhorzaliors, the Promise {0 Pay, the Bonower's Right= and
& Do = / Rispongibdtag ared the DEckeurne of Lo Tams

Estar your 4 chasacion wassactios ceda o congnus: [

<= back fo print options  conlinwe 3>




TTEEERE . This is it

Final confirmation of what has been agreed

to and submission of MPN
o -

’ddm|d_-‘| o sidarcromeca. phesa craflcoroa plloorcap_oion_ s o foid =S 112 ko hohere TR TITIE j o

Swhmit pour signed

Stafford MPN

¥au hawe alresdy consented b eleciron caly sigring your Safand PR This i your les) oppadun ity 1o slect b sign your Stafford WP in paper
farm W you ro longer wish bo elecimnicaly sign pour Staford KPH then ext this process

Faur aubinissin of pour decionicaly sgrad St MPN kgaly bints and comnis you 10 an ailorceable piomise 1o pay @ siuden kan
Upion subimiasion yau will have appliad for sludent kan(s) under pour dectionicdly signed Stafond MPR

Eiy submitting the Staford WPH thar you hawe airesdy sksctrondcaly sigred with your US Depatment of Educstion PR, you scknosdedgs thet
you resd, inderstocd, snd agreed 1o0: 1) 2l of {h 1erm = and candibions of the slactronicaly sigred Siafard MPN inchuding bl ol Bmited fo the
Earrower Cortiicatons and Suthonzations, the Promise to Pay, the Bomossr's Rights and Resparsibities, snd 1he Disclosure of Lean Temes
wnd, 3] 1o rapay the | cands] sceoming o b ferme and condiions of the sbsctranicaly sigred Siaford MPH

= baik fa il apiians  sewiidpe =




T Your Electronic
Documents

Student logs In and selects option to view
electronlcally S|gned documents
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emagine

Your Electronic

Documents

Saved version of completed MPN features
a final page that provides a record of the
Electronic Signature transaction

TR hitm e M P g i - W

= B

il |plemal Eaferes

oM O B W4 e [OE- -5
oo =@ GO0 2.

O[=
2]

?l'

[ Thsbrelz | Beokmarks

saclion History

¥ouy haves alactronscally sigred your Stafford PN by LEsing vour US Depanment of Educaton PR,

The information displaped on the signature line of your slectronically signed Safford MPM s svidencs

of the sucoassful authercation of your identiby by tha LS Deparimant of Education’s Shudant
Authenbicaion Hetwork . The infarmeation bedoy represants & fecord of the neceszary
acknagtsdgemenis and agreemants supporting thie ecronke anesdion

fou carmanled 0 use aincinonic proce e o gn your StafTord P H and repsesanied el you hed e hardwmm and
ofteam odo oo IR0 14494

whatk] s
2k ofa, el Prors ket Py sl ice s of Ne Saiend RPRen. 082

o tibations wwd

fiou) Ackrrata g e Hhat o resd underetacd and naresd i e Laon Terme, Condiiana, and ol res seations ol s
Slaflord NP o C&E32001 142126

‘Pl sl reraka g ad il o nesd | Lndorsacd, and ageed b e Bomossr's B aed Respoml bhies sossons of the
Shaflced NPH o CAZ2001 142134

ot Pdastsr Promigeary Mok Tranesdion Coda e ORAE

B




EEEEEEE e AdVantages of the AES
MPN on the Web

Edits against the student data housed In
OneLINK In an attempt to determine if a
MPN is needed (reduces the risk of
duplicate requests)

If a pre-certified loan exists in OneLINK,
the student Is presented with a MPN which
contains the Unique ID and certified loan
amounts




EEEEEEE e AdVantages of the AES
MPN on the Web

Multiple completion options available to the
student

Borrowers are presented with option to
complete loan entrance counseling

Satisfies the requirements of the

“Standards for Electronic Signatures in
Electronic Student Loan Transactions”
Issued by the Department of Education



ccccccccccccccccccccccc Advantages of the AES
MPN on the Web

Schools can choose:

To allow students to reduce the pre-certified
loan amount when completing the MPN

To link to the MPN from their web site



EEEEEEE e AdVantages of the AES
MPN on the Web

Coming soon, schools will have the option:

To prevent students from completing the MPN
online prior to pre-certification

To provide their preferred lender list in their
selected order

To provide school specific instructions to their
students
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Mission Statement

The University of Phoenix is a for-profit
Institution dedicated to providing
educational opportunities to working adult
students whose access might otherwise
be restricted or non-existent.
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University of
A ¥ Phoenix
v

Quality Lifetime Learning, Anytime, Anywhere



e s comrenc University of Phoenix

Facts

Private, for profit higher education institution

First class held in 1976 — celebrating 25 years
of quality education

Bachelors, Masters, Doctoral degrees, and
orofessional certificate programs

Programs in Business, Technology Mgmt,

nformation Systems, Education, Counseling
and Nursing




EEEEEEE e UNIversity of Phoenix
Facts

Operating in 20 states, Puerto Rico,
Canada & the Netherlands

35 main campuses and 72 learning centers

Worldwide learning through University of
Phoenix Online (UOPX)

103,245 student enrollment (29,000 online)
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Financial Aid Facts

55% of UOP students receive financial aid
$522+ million loan funds awarded for 2001

Approx. $24 million in PELL Grant funds
awarded for 2001

Cohort default rate FY'99 — 4.6%

Over 300 lending & guarantor partners
Preferred Lender List — 5 national lenders
ELM & NDN (99.7% of loan volume)
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Financial Aid Basics

Academic Year - 45 Weeks / 27 Credits
Borrower Based AY — Open Entry / Open Exit
_oans & Pell Grants Certified Daily

Disburse Funds Daily

PeopleSoft Financial Aid, Oracle Financials
and other legacy systems
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Financial Aid Process

Campus Intake & Counseling

Centralized Certification, Disbursement
& Refund Processing

Centralized Training & Implementation
Centralized Lender Relations
ELM — Single Point of Contact

EFT Disbursements & Returns via the
ELM/NDN



............... p— Qur Cu_rrent
Financial Aid Focus

Ensure Regulatory Compliance
Improve Customer Service
Reduce Transaction Costs
System Automation & Integration
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Benefits of Electronic
Signature

Promotes a paperless (fully electronic)
process

Convenience to students, schools &
lending community

Reduces processing time — no snail mail
Closer to real time process

Online process for admissions, financial
ald application, bill payment & account
iInquiry, etc
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And there’'s more....

Can be used for both FFELP & private loan
products

Works with all process flows

Opportunity for dynamic and creative debt
counseling and financial advice

Better processes and knowledge = lower
default rate

Fraud protection — reduced risk with
authentication

Why not use it?



Eocvome cses cnenc Implementation
Strategy

Functional Considerations on Campus

Technology Implications
Business Process Changes

Timing



EEEEEEE e FUNCTIONAlI CONSiderations
on Campus

Student population served
Traditional vs. Non-Traditional

Admissions
Academic Transcripts - SPEEDE/EDI & XML
Admissions/Enrollment paperwork

Registrar
Course selection and online scheduling
Accessing grades and address updates



EEEEEEE e FUNCTIONAlI CONSiderations
on Campus

Financial Aid Office
FAFSA on the Web
Master Promissory Note
Institutional Application
(authorization to apply funds)
Verification Documents
Business Office
Finance Agreements
Bill payment
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Technology Implications

Variety of methods

Online Application & Web Integration

Imaging Workflow opportunities
Communication with lenders, business partners
Electronic Record Retention and Maintenance
Electronic Record Integrity



Seconic Accses Conterpace Business Process
Changes

Traditional Flow vs. Non-Traditional Flow
Lender vs. Guarantor Flow

Guarantee Only, Guarantee & Print or
Print & Guarantee

Business Process Flow
_ender or Service Provider Impact

mplement Existing Process with E-Sign
gloJol ¢

Evaluate Current Process and Redesign




zreaic Aocses Goteronc Or let someone else
do all the work...

From school’s online process, direct
students to school’s preferred lender list
with links

Direct students to lender’s website

Work in conjunction with your lender,
guarantor or service provider



ccccccccccccccccccccccc Timing
Why not now?

_enders and service providers are ready
_ow tech approach

~lexibility

School controlled




S A UOP's E-Sign Solution

Enhanced Online Web Application Process
Initial Focus on MPN
Imaging Workflow
Web Integration
Universal Real Time Method
*one stop shopping” solution
API Links to Preferred Lender’s E-Sign Website
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Electronic Signature has the
opportunity to revolutionize student
financial aid but only if the entire

community embraces it
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Questions?
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Contact Information

We appreciate your feedback and
comments. We can be reached:

Kurt Scafe kscafe@educaid.com
Adele Marsh amarsh@aessuccess.org
Lori Shaffer lori.shaffer@apollogrp.edu



