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Action/Information Item 
 

California Student Aid Commission 
 

Consideration of the Rescission of EDFUND RFP #07-112, for Public 
Relations Services to Develop a Multimedia Public Awareness Campaign 

that Describes the Indispensible Role of Guaranty Agencies, and 
Termination of Any Contract Related to RFP #07-112 

 
 
Recommendation 
 
1) Direct EDFUND to Rescind EDFUND RFP #07-112, for Public Awareness 

Campaign for Guarantors; and  
 
2) Direct EDFUND to Terminate Any Contract Related to RFP #07-112 
 
Discussion 
 
EDFUND issued a Request for Proposal (RFP) on or about July 30, 2008, inviting 
proposals from four public relations firms to develop “a dynamic multimedia public 
awareness campaign that describes the indispensible role of guaranty agencies in the 
delivery of services” to students and their families.  A copy of the RFP is included with 
this Tab. 
 
RFP #07-112 states that the goal of the campaign is to “build public awareness and 
support within the target audience for the indispensible role of guaranty agencies in 
order to preserve and expand the role of guaranty agencies under federal law,” and 
defines the target audience as Members of Congress and their staffs, college financial 
aid officers, and college students and their families. 
 
Further, the underlying policy served by RFP #07-112 is disclosed in the following 
description: 
 

The challenge for EDFUND (and other 34 guaranty agencies) is to survive 
the current political environment where there is a movement within the 
democratic majority in Congress and supported by the presidential 
candidate Barack Obama to eliminate the FFEL Program and have all 
student loans flow through the [Direct Loan] Program…. 
 
* * * 
Guaranty agencies need to describe our value independent of the 
role played by the banking community in the provision of student 
loan services in the FFEL Program. 

 
(EDFUND RFP #07-112; emphasis in the original.) 
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EDFUND did not have authority to issue RFP #07-112 because it reflects a public policy 
position that the Commission has not yet adopted. 
 
The United States Department of Education has designated the Commission as the 
state student loan guarantee agency for California to administer the Federal Family 
Education Loan Program (FFEL Program).  Federal law authorizes a state student loan 
guarantee agency to administer the FFEL Program through a nonprofit organization, but 
explicitly requires the guarantee agency to have and to exercise full authority over, and 
have accountability for, the nonprofit organization, including the setting of policies for the 
FFEL Program administration: 
 

In the case of a State loan guarantee program administered by a State 
government, the program must be administered by a single State agency, 
or by one or more private nonprofit institutions or organizations under the 
supervision of a single State agency.  For this purpose, “supervision” 
includes, but is not limited to, setting policies and procedures, and having 
full responsibility for the operation of the program. 

 
(34 CFR §682.401(b)(16); emphasis added.) 
 
To this end, California law requires the Commission to maintain its responsibility for 
financial aid program administration, policy leadership and information development and 
coordination, if it administers the FFEL Program through an auxiliary organization.   
(§ 69522(c)(1).) 
 
The Commission created EDFUND in1997 as a nonprofit public benefit corporation to 
serve as an auxiliary organization through which the Commission carries out various 
FFEL Program operations.  Thus, under federal law and state law, the Commission is 
responsible for establishing FFEL Program policies, not EDFUND.   EDFUND does not 
have independent or unilateral authority to make policy decisions affecting the FFEL 
Program.   
 
The Commission’s Governance Policies currently authorize the Executive Director of the 
Commission and the EDFUND Board and President to represent the views of the 
Commission under certain circumstances.  However, the Commission has specified 
limits on that authority.  Executive Parameters Policy 6, External Communications, M 
and N are relevant here.  Executive Parameters Policy 6, M provides: 

M. Taking Official Positions.  The Executive Director, EDFUND Board, 
EDFUND President, and their respective staffs will not take a position 
contrary to a position adopted by the Commission, or represent interests 
contrary to those of the Commission, without making it explicit that such 
position or interests are not those of the Commission and without 
informing the Commission Chair of such communications in advance 
whenever possible, or if not, possible, within but no later than two 
working days thereafter.   

Executive Parameters Policy 6, N provides: 

N. Public and Media.  In representing their respective Commission programs 
to the media, the public, interest groups, and other similar external 
constituencies, the Executive Director and the EDFUND Board/President 
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and their designated staff will not take an official position on critical public 
policy matters upon which the Commission has not yet adopted a written 
policy or position.  However, if in their judgment not to do so would limit 
the ability of CSAC to effectively fulfill its mission, then the Executive 
Director or EDFUND President may take such a position, provided that 
they inform the Commission Chair of such communications in advance 
whenever possible, or if not possible, within two working days thereafter.  
Also, in communicating with the public and the media, the Executive 
Director and EDFUND President will collaborate as described in A above. 

 
RFP #07-112 violates Executive Parameters Policy 6, N because the Commission has 
not yet adopted a written policy or position on the Direct Loan Program or concerning the 
effects the possible expansion of the Direct Loan Program may have on the FFEL 
Program.  Further, the Commission Chair was not informed of this RFP.  Commission 
staff informed the Commission Chair after staff became aware of the RFP after a copy of 
the RFP was sent inadvertently to Commission staff. 
 
RFP #07-112 also violates Executive Parameters Policy 6, M.  The RFP presents a 
policy position and is written to imply that EDFUND is the state student loan guarantee 
agency.  For example: “The challenge for EDFUND (and the other 34 guaranty 
agencies)…” (RFP #07-112, page 4 of 14); “Guaranty agencies need to describe our 
value…” (Ibid.); “Phase 2, if implemented, may be funded either by EDFUND or through a 
coalition of guaranty agencies…” (RFP #07-112, page 5 of 14).  Thus, the RFP fails to 
disclose that the expressed position it takes with respect to the Direct Loan Program is 
not the Commission’s. 
 
EDFUND’s issuing the RFP preempts the Commission’s exercise of its public policy 
authority and its responsibility for information development and coordination, especially 
on a national issue that has existed since the Direct Loan Program was first created by 
Congress in the early 1990s. 
 
The Commission should be extremely sensitive to this issue, because a previous 
Commission was also involved in a controversy in 1994 over the competitive effects of 
the Direct Loan Program on the FFEL Program.  At that time, the Legislature participated 
in an oversight hearing of the Commission and had discussions with the United States 
Department of Education about actions by the then-Commission executive director on 
his management of the FFEL Program, including advocacy relating to the Direct Loan 
Program that the Legislature perceived to be contrary to the Legislature’s actions. 
 
Commission staff is not aware that the EDFUND informed the EDFUND Board of Directors 
about this politically sensitive RFP.  Commission staff has asked for an accounting of all 
outstanding EDFUND RFPs, but EDFUND has not yet responded.  Commission staff will 
also seek review of outstanding contracts to determine whether similar contracts exist. 
 
Accordingly, the Commission should rescind RFP #07-112 and cancel any contract that 
may have resulted from the RFP.  Should the Commission determine that consideration 
of a position on the Direct Loan Program and its effect on the FFEL Program is 
necessary, it can consider the issue and a plan to implement its policy decision, at a 
future Commission meeting. 
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A contract based on the RFP would commit State funds to be spent for a purpose that 
has not been approved by the Commission. 
 
A contract based on this RFP would commit State funds to be spent without the 
Commission, the public agency in charge of those funds, having considered the need for 
the expenditure of those funds and without the Commission approving the expenditure to 
serve that need. 
 
Accordingly, the Commission should rescind RFP #07-112 and cancel any contract that 
may have resulted from the RFP.  Should the Commission determine that consideration 
of a position on the Direct Loan Program and its effect on the FFEL Program is 
necessary, it can consider the issue and a plan to implement its policy decision, at a 
future Commission meeting. 
 
 
Responsible Person: Ed Emerson, Chief 
    Federal Policy & Programs Division 
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