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Introduction

The Ohio Student Aid Commission (OSAC) began operation in July 1962, under the
name of the Ohio Higher Education Assistance Commission (OHEAC) for the pur-
pose of providing guaranteed loans to Ohio students pursuing their higher educa-
tions through college or vocational training.

Due to the Higher Education Act of 1965, which required all states to establish a
guaranteed loan program, legislation was introduced in Ohio and passed in June
1967, to bring Ohio law in accordance with the Federal Act. With the newly passed
legislation, OHEAC’s name was changed to the Ohio Student Loan Commission.

During 1992, a study by the Student Financial Aid Study Commission concluded
that the administration of state grant and scholarship programs should be trans-
ferred from the Ohio Board of Regents to the Ohio Student Loan Commission.

On December 22, 1992, the Governor signed S.B. 359 transferring the programs and
approving the name change from OSLC to Ohio Student Aid Commission (OSAC) to
reflect its broader mission.

OSAC administers all state grant and scholarship programs in Ohio, is the state
designated guarantor, and guarantees student loans made by participating lenders
through the Federal Family Education Loan Program (FFELP). In addition, OSAC
offers collection assistance on delinquent and defaulted student loans, provides
training seminars, customer service assistance, public information, and offers a
separate servicing branch for lenders called Ohio Payment Services (OPS).

Mission

The mission of OSAC is to facilitate students’ access to postsecondary education
through the Federal Family Education Loan Program and state grant and scholar-
ship programs and to be the guarantor of choice for lenders, schools, students, and
parents. (Statement to be updated by Spring 93.)
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OSAC Administration

As an agency of the state of Ohio, OSAC is run by a Board of Commissioners con-
sisting of nine individuals appointed by the Governor with the consent of the Ohio
Senate.

The Commissioners appoint a director who manages a staff of approximately 230
employees.

Commission operating revenues are derived from: guarantee premiums, adminis-
trative cost allowance, investment income, recoveries on defaulted student loans,
servicing fees collected by Ohio Payment Services (OPS), and Ohio general revenue
funds for state grants and scholarships.

In addition, OSAC relies on 35 Advisory Council members from postsecondary
schools, lending institutions, secondary markets and other student loan partner-
ships for valuable insight into program operations.

OSAC Highlights

(2/193)

Nearly $4 billion in student loans have been guaranteed by OSAC since 1962.

In 1992, OSAC’s Default Aversion and Collections Department averted default for
32,555 accounts and thus prevented the default of more than $109 million. Collec-
tions in 1992 totalled almost $15 million.

OSAC’s servicing branch, Ohio Payment Services (OPS) offers comprehensive third-
party servicing for lenders beginning with loan origination and continuing through
final payment. OPS currently services more than 30 lending institutions in Ohio
with an $85 million loan portfolio.

In response to constituents’ need for fast streamlined loan application processing,
OSAC developed a myriad of electronic network services for schools and lenders
that reduces paperwork, providing a quick alternative for sending loan applications,
reports, and corrections.

OSAC'’s electronic data network provides service to 27 schools which use OSAC's
APEX software as well as 3 schools using school-designated software. These schools
are able to participate in the CAP process, the TIP process or a combination of both.
Additionally, 66 schools participate in electronic SSCR processing using OSAC's
SUMMIT software. The network also maintains an OSAC link to 30 lenders and
servicers providing service to a total of 73 lenders.
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OSAC Programs

OSAC, with the assistance of approximately 500 lending institutions and 350 schools in Ohio,
provides loan, grant and scholarship resources to students and parents.

The Federal Family Education Loan Program includes:
The Federal Stafford Student loan,

The Federal Unsubsidized Stafford Student loan,

The Federal PLUS loan,

The Federal SLS loan, and

The Federal Consolidation loan
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rograms jointly administered by OSAC and other state agencies:

The Ohio TeacherEducatiomLoan (with the Ohio Department of Education),

The Paul Douglas Teacher Scholarship (with the Ohio Department of Education),

The Robert C. Byrd Honors Scholarship (with the Ohio Department of Education),

The Nurse Education Assistance Loan Program (with the Ohio Department of Nursing), and
The Physician Loan Repayment Program (with the Ohio Department of Health)

(pending program funding). '
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Grant and Scholarship Programs administered by OSAC in conjunction with the Ohio Board
of Regents include:

The Ohio Instructional Grant Program (OIG),

The Ohio Student Choice Grant Program,

The Ohio Academic Scholarship Program,

The Ohio War Orphans' Scholarship Program, and

The Tuition Waiver Program for Children of Peace Officers and Firefighters

killed in the Line of Duty.

6. The Regents Graduate/Professional Fellowship Program.
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OSAC Community Outreach

¢ OSAC is active in numerous organizations. Community outreach efforts are made
by OSAC to notify students, parents, legislators and other interested parties about
federal and state grants, loans, and scholarships available through the state of
Ohio.

¢ Community outreach efforts include presentations held at Financial Aid and Col-
lege Nights for Ohio High Schools, Financial Aid workshops for High School Guid-
ance Counselors, and the Annual Kiwanis College Fair for high school students.

e Many Commission personnel serve on committees with organizations such as the
National Council of Higher Education Loan Programs (NCHELP), the Ohio Associa-
tion of Student Financial Aid Administrators (OASFAA), the National Association
of Student Financial Aid Administrators (NASFAA) and the Midwest Association of
Student Financial Aid Administrators (MASFAA).

¢ Each year, OSAC distributes information to over 3,000 Ohioans at an Ohio State
Fair information booth co-sponsored with OASFAA to improve public awareness
about student financial aid resources.

¢ Effective collaborations are maintained through participation with the Consumer
Bankers Association (CBA) on both the state and federal level. Relationships with
these organizations, and others such as the State Board of Proprietary School Regis-
tration, the Ohio Student Association, the Association of Independent Colleges and
Universities of Ohio (AICUQO), and the Ohio Bursar’s Association, allow for a contin-
ued flow of information.

* OSAC also offers regular regional training seminars to provide new policy informa-
tion to lenders and schools concerning program changes.
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Telephone Resource Guide

* Thousands of calls and hundreds of requests for information are answered monthly
by our customer service department. Telephone assistance is available for schools,
lenders, students, and the general public on a daily basis by calling:

1-800-837-6752/614-644-8892 Student Inquiries ONLY
1-800-282-0820/614-466-3091

1-800-837-1508/614-644-8892 School and Lenders ONLY
1-800-262-3227/614-466-3384 Lenders/Schools / Servicers

To provide OSAC with information
about a borrower’s account

1-800-262-3227  For Borrowers who are 90-120

days delinquent
1-800-528-3016 For Borrowers who are 121-180
days delinquenté
1-800-762-3862 ' For Borrowers who are in
 default status
1-800-848-8758/614-466-8250 Ohio Payment Services

general information [ customer service
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1. The Guarantee Premium: a fee charged to the borrower by OSAC based on the
default rate of the school that the student attends which is to cover the cost of the

guarantee if the borrower dies or becomes totally and permanently disabled before
repayment of the loan.

Robert T, Stafford Student Logns

¢ Schools with a default rate less than 10%.........cccccvueeireiierreeerenieeanes 1.0%

¢ Schools with a default rate of 10% or more but less than 20%....... 2.0%
e Schools with a default rate of 20% or more.......cccceeeeeeeeereeeereenerennnns 3.0%
¢ Schools with no established default rate with OSAC...................... 3.0%
PLUS LS LS OGNS . ctueesestiissssssiosdse i ilitthesssssssssensanonsoss bassiandisToksaassdises sils 3.0%
Graduate | Professional School Logns. 0.5%

The lender is billed through OSAC’s Guarantee Premium Billing process and pays
OSAC when each of the disbursements are made to the school. (Example, if a
student borrows $2,625.00, and the interest rate is calculated at 1% for the school,
then OSAC will receive $26.25) The GP has also been referred to as an insurance
premium.

2. The Administrative Cost Allowance (ACA): support from the federal govern-
ment to help defray the cost of the Commission’s operation. A fee of 1% (minus 1/4
percent) of the loan principal is paid by USDE.

3. Recoveries on Defaulted Loans; The OSAC Default Aversion & Collections
Department and the Legal Department recover on these accounts. OSAC is permit-
ted to retain 30% and the remaining amount is forwarded to the federal govern-
ment.

4. Ohio Paviment Services (OPS); fees from lenders for contract services with OPS.
5. Interest Income from Reserve Funds: the funds earned by the reserve fund

into which all Federal Family Education Loan Program funds are deposited.

7. SPA (Supplemental Preclaims Assistance): fees paid by USDE for every ac-

count on which default is prevented.
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OSAC Loan Volume

Since 1962, OSAC has guaranteed over 1,596,711 individual loans for a dollar value
of over $3.7 billion.

In FFY 1992, OSAC guaranteed:

Robert T, Stafford Lioan Program
91,080 Borrowers
101,030 Loans
$268,290,550

Paren for
9,497 Borrowers
10,577 Loans
$34,781,171

n n fi n L
10,351 Borrowers
11,374 Loans
$31,102,498
(1992 Total: 110,928 borrowers; 122,981 Loans; for a total of $334,174,219.)

Based on volume, Ohio ranks as the ninth largest guarantor in the country.

OSAC is in the top 10 for low default rates based on the number of students who
have defaulted since 1962.

In 1992, the Ohio Student Aid Commission had an operating budget of $13,682,137
and employed 236 full-time staff members.
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OSAC Default Rates

The Lender’s Default Claims Rate is the ratio of defaulted claims paid since program
inception to all loans that have entered repayment (matured paper) since program
inception. The default rate does not reflect any collection activity subsequent to the
default. Commonly referred to as the gross default rate.

The Net Default Rate is the rate of default with the recoveries of defaulted loans sub-
tracted from the claims paid to lenders. OSAC’s default rates continue to remain con-
sistently lower than the industry average which is a product of low gross default and
good recovery.

Recoveries are an important source of income, as well as an indication of a guarantor’s
strength in achieving federal objectives.

(Below is most recent default data*)

Lender Default Net Default Recoveries
Claims Rate Rate
OSAC 1991 7.17% 5.37% 25.09%
Industry 1991 17.3% 11.8% 31.9%

(*See 1991 Annual Report page 28 for previous statistics.)
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