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I. INTRODUCTION 

The University of Texas System Office of General Counsel1 working with The University 
of Texas at Austin campus officials2 and special outside counsel, Kenneth M. Breen of Paul, 
Hastings, Janofsky & Walker LLP,3 submits this special investigative report to the U. T. System 
Board of Regents and U. T. Austin President William C. Powers, Jr.  Pursuant to the charge 
given the Office of General Counsel, this report makes findings of fact and draws conclusions 
based upon our investigation of issues concerning the relationship between Dr. Lawrence W. 
Burt, Director of the Office of Student Financial Services at U. T. Austin (OSFS), and private 
lenders.  Various external oversight and regulatory entities4  are conducting similar inquiries. 

Over the course of the last month, the Office of General Counsel, working with special 
outside counsel, has conducted a careful and impartial investigation of the allegations against Dr. 
Burt and OSFS.  In doing so, we have attempted to balance thorough investigatory techniques 
with the desire to more promptly reach conclusions regarding the matters investigated.  We have 
spent in excess of 30 hours interviewing multiple witnesses, including Dr. Burt and members of 
his staff, reviewed over 200,000 pages of documents,5 performed forensic computer analysis6 
with the help of technology experts, performed audits of certain OSFS accounts, engaged in 
collaborative communications with outside regulatory agencies looking at these allegations 
nationwide, and spent over 300 hours researching and preparing this report. 

                                                 
1 Office of General Counsel attorneys who have contributed to this report and the investigation on which it 

is based are Barry Burgdorf, Hannah Huckaby, Kent Kostka, and Karen Lundquist. 
 

2 U. T. Austin campus officials contributing to the coordination and fact finding in this report are Vice 
President of Student Affairs Dr. Juan Gonzalez and Vice President for Institutional Relations and Legal Affairs 
Patricia Ohlendorf. 

 
3 Mr. Breen’s biography is attached as Exhibit A. 
 
4 External oversight and regulatory entities that have issued written or oral requests for information to U. T. 

Austin concerning the allegations covered by this report include the State of New York Office of the Attorney 
General, the United States Senate Committee on Health, Education, Labor, and Pensions (HELP) chaired by Senator 
Edward M. Kennedy, the Attorney General of Texas, and the Travis County District Attorney.  Each of these 
instrumentalities of federal, state, or local government has requested that this report be made available to them as 
soon as possible upon approval of the Board of Regents. 

 
5 Document requests have been propounded on U. T. Austin by the New York Attorney General and the 

United States Senate HELP Committee.  Through outside counsel on May 4, 2007, we have produced responsive 
documents and, at their requests, copied the Attorney General of Texas on that production.  The Office of General 
Counsel also propounded document requests to Dr. Burt, personally, and OSFS, copies of which are attached to this 
report as Exhibits B and C, respectively. 

 
6 As part of the investigation, a forensic copy of Dr. Burt’s computer hard drive was taken.  As a result, all 

of the documents on his hard drive were recovered, including documents that had been designated for deletion but 
had not yet been overwritten on the hard drive.  The earliest date of any document recovered is September 10, 1999.  
The documents consisted principally of e-mails and attachments.  While the copy of the hard drive yielded a 
substantial volume of documents, it could not capture documents that were deleted and overwritten long ago.  For 
example, if Dr. Burt deleted an e-mail that he sent or received, over time the file likely would have been overwritten 
on the hard drive.  In addition, the contents of Dr. Burt’s Outlook file on the U. T. Austin server were copied. 
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This report highlights key findings regarding the most significant of these allegations7 
and makes recommendations regarding OSFS management and oversight, implementation of 
student loan processes and procedures at U. T. Austin, ethics and conflicts of interest issues, and 
other obligations under which Dr. Burt and others in OSFS operate.  We have confined our 
investigation to the time period from approximately 2001 to the present.  An exhaustive 
investigation of Dr. Burt’s full tenure in OSFS dating to 1994 could yield additional information. 

Some limitations apply to the Office of General Counsel’s ability to gather information in 
preparing this investigatory report.  Unlike a court, a litigant, or a governmental entity with 
criminal investigatory powers, we have no authority to compel persons or entities to appear for 
interviews, truthfully answer interview questions, produce documents, or produce all of the 
documents requested.  Nevertheless, we requested interviews of Dr. Burt and most of his top 
management staff, and propounded document requests on Dr. Burt and OSFS.  Given the limited 
time period in which we conducted this investigation and our lack of subpoena power, we 
believe this report represents a substantially complete picture of the allegations it discusses.  
However, additional investigations by investigators with different access and powers could 
reveal additional findings. 

II. EXECUTIVE SUMMARY 

A. Overview of the Student Investigation 

In an investigation that began in early 2006 and that was expanded this year, the New 
York Attorney General’s office, now headed by Andrew Cuomo, is targeting “troubling and 
possibly illegal” practices of the student lending industry.  In some cases, allegations involve 
claims of outright payments by student lenders to student financial aid offices at universities and 
their employees.  At the heart of the New York Attorney General’s investigation are allegations 
that student lenders have given benefits (often referred to as “kickbacks” by the New York 
Attorney General and the media) to universities and, in some cases, individuals employed in 
student financial aid offices as a quid pro quo for being listed on the university’s lender list or for 
favorable placement relative to others on such lists.  In the popular vernacular, these lists are 
called “preferred lender lists.”  However, the term “preferred” was not routinely used in 
conjunction with the lender lists previously published by OSFS.  On April 16, 2007, U. T. 
System placed a moratorium on the use of lender lists by U. T. System institutions unless such 
lists are based solely on verifiable, objective criteria.8 

Among the practices being investigated is revenue-sharing.  Under alleged revenue-
sharing arrangements, universities contracted for a commission or a percentage of profits a 
lender receives when a student from that university takes out or repays a loan.  Our investigation 
has not revealed any evidence of a revenue-sharing arrangement at OSFS.  Other allegations 
being investigated nationwide include: 

                                                 
7 This report does not attempt to discuss every single document or interview excerpt relevant to an 

allegation or issue.  Instead, we use examples to support key findings relevant to significant allegations. 
 
8 See Exhibit D, e-mail communication from Vice Chancellor and General Counsel placing moratorium on 

use of preferred lender lists. 



 

3 

1. Gifts and other perks provided by student lenders to student financial aid 
office workers, including athletic event tickets and resort travel. 

2. Advisory board service by student financial aid personnel where the 
student financial aid employee serving on that advisory board was either paid for that 
service or treated to luxurious conference travel. 

3. Gifts by or discounted purchases of equity in student lending companies 
doing business with student financial aid officers. 

4. Outsourcing by universities of financial counseling and other student-
oriented services to lenders, such as call centers (for example, under these alleged 
arrangements students who thought they were calling a university for objective financial 
advice were instead counseled by employees of student lenders with an interest in 
steering the students to their products). 

5. Complimentary products and services by student lenders to student 
financial aid offices, such as operational software and processing facilities. 

6. Agreements between universities and lenders to fund staffing of student 
financial aid offices. 

7. Co-Branding initiatives between lenders and universities, whereby student 
lenders were identified and named in university materials; and 

8. Incentives and inducements for universities to refuse to participate in the 
federal direct loan program.9 

In sum, the New York Attorney General has suggested that these alleged practices have 
led to a corruption of the student loan industry.  In return for perks and benefits given to 
universities and their employees personally, higher-cost lenders were directly and indirectly 
recommended to and foisted upon students, thereby costing students more to finance their 
college education.  In the absence of proof of direct links showing a quid pro quo between these 

                                                 
9 Our investigation did not reveal any evidence of OSFS accepting or any lender offering any inducement 

to refrain from participating in the federal direct loan program.  Therefore, this report does not address this issue any 
further.  However, it is true that OSFS does not participate in the federal direct loan program.  Our interviews with 
OSFS employees indicated that they had developed opinions about the federal direct loan program that may not 
comport with current reality.  For example, Associate Director Don Davis stated the process was difficult, but it is 
our understanding that, if a financial aid office is already set up to process Pell Grants, it should be able to process 
funds from the federal direct loan program.  (May 2, 2007 Interview with Don Davis.)  Mr. Davis admitted that he 
had not looked into participating in the federal direct loan program since the mid-1990s.  (May 2, 2007 Interview 
with Don Davis.)  Other employees indicated a similar lack of awareness of the current program, and it did not 
appear to us that OSFS has investigated participating in the federal direct loan program in quite some time.  We 
recommend that OSFS conduct an analysis of the federal direct loan program to determine if some of its features, 
such as “income contingent repayment options,” might benefit some U. T. Austin students, thus making it a 
worthwhile additional option for students. 
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inducements10 and placement on a preferred lender list and/or a precise measurement of damages 
arising from comparing the loan package of a lender on a university’s lender list to one that was 
not, the New York Attorney General has generally espoused a usurpation of benefits theory to 
measure damages to students.  In essence, the theory assumes that any benefits received by 
universities directly could or would have been bestowed instead on students in the form of lower 
interest rates or other borrower benefits.11  The New York Attorney General has settled several 
cases against universities by having universities (1) disgorge benefits received and disburse those 
benefits to students, and (2) sign codes of conduct that pledge forbearance of such practices in 
the future.  In Texas, on April 30, 2007, Texas Christian University reached such a settlement 
with the New York Attorney General, agreeing to a code of conduct and reimbursing students the 
total sum of $13,000.12 

B. The Allegations Concerning Dr. Burt and OSFS 

The allegations against Dr. Burt, and OSFS generally, are narrower, although in our 
investigation, we looked for evidence of all of the practices discussed above.  On April 4, 2007, 
President Powers received a letter from the New York Attorney General requesting documents 
and information concerning Dr. Burt.  In the letter, the New York Attorney General stated that its 
investigation to date had revealed that Dr. Burt “may have received significant amounts of stock 
from Student Loan Xpress, Inc., one of UT-Austin’s preferred lenders.”  The letter asked 
President Powers to “undertake to determine whether any other financial aid officers received 
any payment, stock, or other benefits from any other lending institutions.”  Specifically, the New 
York Attorney General alleged that, “[i]n September 2003, Dr. Burt, along with several other 
shareholders including other financial aid directors, offered 1,500 of his formerly restricted 
shares of Education Lending Group, Inc. [then the parent company of Student Loan Xpress] for 
public sale pursuant to a prospectus filed with the Securities and Exchange Commission.”13  The 
New York Attorney General closed by expressing his deep concern that “Dr. Burt may have 
received these shares in exchange for placing Student Loan Xpress on UT-Austin’s various 
preferred lender lists, or that he may have recommended Student Loan Xpress for inclusion on 
these lists while he held the shares.” 

On April 11, 2007, Senator Edward Kennedy, on behalf of the United States Senate 
Committee on Health, Education, Labor, and Pensions, wrote President Powers seeking 
documents related to the Education Lending Group, Inc. stock allegations against Dr. Burt. The 
HELP Committee has since interviewed Dr. Burt twice. 

                                                 
10 The Higher Education Act of 1965, 20 USC 1085(d)(5), mandates penalties for any lenders that offer 

“directly or indirectly, points, premiums, payments, or other inducements, to any educational institution or 
individual in order to secure applicants for loans.” 

 
11 “Borrower benefits” is a term generally used to describe a package of inducements offered to students in 

connection with a student loan.  Examples of borrower benefits include lender payment of origination fees, interest 
reductions for repeated on-time payment, and forgiveness of other fees. 

 
12 “Cuomo:  6 More Colleges Sign Student Loan Code,” Associated Press article dated April 30, 2007. 
 
13 As discussed below, Dr. Burt did not sell the stock in question until 2005. 
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On April 30, 2007, based upon documents received in open records requests, The Daily 
Texan ran a story detailing OSFS’s use of a “lender treats” list as an analytical tool in its annual 
lender lists analyses.  That story was picked up by the Austin American-Statesman, The Wall 
Street Journal, and several other national publications.  To date, no outside investigatory agency 
has specifically requested documents concerning these allegations.  However, we have included 
documents responsive to these allegations in our document productions to the New York 
Attorney General and Senator Kennedy’s HELP Committee. 

In addition to these formal written allegations, we have received inquiries from the State 
of Texas Office of Attorney General and the Office of the Travis County District Attorney.  Both 
of those entities have asked to see the results of our investigation. 

Since the beginning of this investigation, bills have been introduced at both the federal 
and state level to regulate all of the activity that is the subject of these allegations.  To date, no 
legislation has been enacted.  In Texas, bills have been introduced by Senators Eliot Shapleigh, 
Royce West, and Judith Zaffirini that would prohibit, for the most part, all of the conduct 
discussed above. 

C. Summary of Investigative Findings  

In investigating the full panoply of the allegations discussed above, our investigation 
centered on five specific areas of inquiry, which are discussed in detail in this report: 

1. The process and procedure by which the OSFS lender lists were created 
and maintained, and related interactions with student lender representatives, including the 
receipt of food and entertainment by Dr. Burt and other OSFS employees from student 
lenders. 

2. Dr. Burt’s receipt and ownership of stock in Education Lending Group 
(the parent of Student Loan Xpress) at a time when he was overseeing operations of 
OSFS, and other potentially inappropriate relationships with Student Loan Xpress. 

3. Service by OSFS employees on student lender advisory committees, and 
travel and entertainment provided to OSFS employees in conjunction with such service. 

4. Provision of direct benefits to OSFS operations by student lenders; and 

5. General awareness and application of, and training with regard to, state 
ethics and conflicts of interest laws and institution policies. 

As to the issue of creation and maintenance of lender lists, the process was flawed.  Dr. 
Burt effectively had sole decision-making authority as to which lenders were included on the list.  
The decision-making process was opaque, and the criteria used did not place primary emphasis 
on students' interests. 

Dr. Burt owned stock in one publicly-held lender.  It is not clear whether he paid fair 
value for it, but he was afforded a benefit in having the unique opportunity to acquire the stock in 
a private transaction.  Given the totality of circumstances, Dr. Burt's acceptance of the stock, as 
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well as his acquisition of additional stock in the company on the open market, constituted a 
violation of U. T. System and U. T. Austin standards of conduct.  In addition, Dr. Burt's failure 
to disclose his holdings at a time during which he was making decisions concerning that lender 
compounded the conflict and the appearance of impropriety. 

As to student lender advisory committees, OSFS personnel did serve on such committees.  
Their service, however, did not violate Texas ethics laws or U. T. System or U. T. Austin 
policies. 

In addition, OSFS did receive free software from two student lending companies.  The 
receipt of such software, however, did not constitute a violation of relevant anti-inducement 
statutes and there was no harm to students from the use of the free software. 

Finally, the investigation revealed a widespread ignorance among OSFS management 
about basic ethics and conflicts of interest principles.  Dr. Burt failed to communicate a 'tone at 
the top' of ethics compliance.  As such, the report outlines a number of recommendations to 
revamp ethics training and to ensure that a compliance culture prevails. 

III. TEXAS ETHICS AND CONFLICTS OF INTEREST 
LAWS AND UNIVERSITY POLICIES 

In order to understand a large part of the framework for the allegations investigated, it is 
important to understand the principles that govern ethics and conflicts of interest.14  The first and 
foremost rule of Texas ethics is that a state employee may never take anything as consideration 
for an official act.15  This provision, generally referred to as the “Texas Bribery Law,” applies to 
any exercise of discretion by a state employee.16  Texas law also prohibits the acceptance of an 
honorarium for services that a state employee would not have been asked to provide but for his 
official status as a state employee.17  If a state employee is asked to provide services such as a 
speech because of his official status as a state employee, he may still accept meals, 
transportation, and lodging in connection with that speech and may also accept a nominal 
benefit, such as a plaque or coffee cup.18 

If a state employee has determined that the proposed gift is not in consideration for an 
official act and does not constitute an honorarium as defined by state law, he may still not accept 
any benefit from any person or entity subject to regulation, inspection, or investigation by that 
employee’s agency or who is interested or is likely to become interested in a contract or any 

                                                 
14 This brief discussion of Texas ethics and conflicts of interest laws does not discuss the laws as applied to 

registered lobbyists. 
 
15 Section 36.02, Penal Code. 
 
16 Section 36.02(a)(1), Penal Code. 
 
17 Section 36.07, Penal Code. 
 
18 Section 36.07(b), Penal Code; Texas Ethics Commission Advisory Opinion Nos. 36 (1992), 97 (1992), 

118 (1993). 
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other type of pecuniary transaction with the agency.19  This general prohibition against accepting 
gifts or other benefits from prohibited sources is subject to a few defined exceptions: 

1. A state employee may accept an item with a value of less than $50, unless 
it is cash, a check, or a negotiable instrument.20 

2. A state employee may accept benefits or gifts based on kinship, a personal 
relationship independent of official status, a professional relationship independent of 
official status, or a business relationship independent of official status.21 

3. A state employee may accept payments to which he is lawfully entitled for 
services provided in a capacity other than in his official status as a state employee.22  For 
example, a state employee may be paid for consulting services related to his expertise 
rather than his status as a state employee. 

4. A state employee may accept benefits in the form of food, lodging, 
transportation, or entertainment regardless of value if accepted by the state employee as a 
guest and properly reported according to state law reporting requirements.23  In order for 
a state employee to accept something as a guest, the donor must be present. 

At U. T. Austin, all employees receive online training on these general ethical principles 
expressed in Texas law. 24  Upon employment at U. T. Austin, employees are required to sign 
and then periodically reaffirm campus standards of conduct that embody these principles and go 
further by pledging the employee to refrain from accepting a gift that “might reasonably tend to 
influence” the employee or that the employee “knows or should know is being offered with the 
intent to influence” conduct.25  The standards of conduct also require an employee to refrain 
from making “personal investments that could reasonably be expected to create a substantial 
conflict between the employee’s private interest and the public interest.”26  Dr. Burt last 
electronically acknowledged the standards of conduct in 1999.  In addition, U. T. Austin 
                                                 

19 Sections 36.08(a) and (d), Penal Code. 
 
20 Section 36.10(a)(6), Penal Code. 
 
21 Section 36.10(a)(2), Penal Code. 
 
22 Section 36.10(a)(1), Penal Code. 
 
23 Section 36.10(b), Penal Code.  For most state employees, there is no reporting requirement.  However, 

Board members and agency heads may be required to report certain gifts on their annual personal financial statement 
filed with the Texas Ethics Commission. 

 
24 Online institutional compliance training can be accessed at http://www.utexas.edu/administration/oic/. 
 
25 Section 2113.014, Government Code. 
 
26 These standards of conduct are also provided by state law applicable to all state officers and employees.  

(Section 572.051, Government Code.)  State law does not provide civil or criminal penalties for a violation of the 
standards.  However, the Regents’ Rules and Regulations provide that failure to adhere to the standards of conduct 
may be grounds for disciplinary action.  (Series 30104, Regents’ Rules and Regulations.) 

 

http://www.utexas.edu/administration/oic/
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employees are periodically provided an employee compliance guide entitled, “Do The Right 
Thing.”  Employees are required to acknowledge that they have read and understand the guide.  
Dr. Burt last acknowledged the employee compliance guide in October 2001.  Finally, U. T. 
Austin employees with contracting authority are required to complete a financial disclosure and 
conflict of interest statement.  The financial disclosure and conflict of interest statement 
(essentially the same form in use throughout U. T. System) requires employees with contracting 
authority to disclose all business entities in which they hold a “substantial interest.”27  Dr. Burt, 
in the past, has not completed a financial disclosure and conflict of interest statement because, 
under U. T. Austin policy, he does not have the authority to contract with or recommend 
contracts with outside entities. 

IV. STRUCTURE OF THE STUDENT LOAN INDUSTRY; ROLE OF OSFS 

In 2006, college students took out over $85 billion in education loans.28  The vast 
majority of those loans were originated, processed, serviced, and collected pursuant to an array 
of federally regulated loan programs implemented with the overall goal of increasing college 
access.  While there is a federal direct loan program, most of the loans to students in the system 
are provided by private lenders.  Sitting in the middle of the triangle between the federal 
government, private lenders, and college students are college and university student financial aid 
offices.  These offices serve as the operational hub of the system.  In the words of Dr. Burt, 
OSFS moves one-third of a billion dollars a year pursuant to federal regulation from private 
lenders and other financial aid servicers through OSFS into the hands of students attending U. T. 
Austin.29 

Student financial aid offices have or should have a vested interest in ensuring that the 
money gets to the right students at the right time in the right way.  They play a key role in putting 
together award packages and communicating eligibility for funds to students.  They routinely 
counsel students on financial aid packages by e-mail, telephone, and in person.  They work with 
lenders as processing and service problems arise.  They serve as a vital and necessary middleman 
between the student loan industry and its student borrowers.  As such, they should and must be 
held to high standards of ethical conduct and accountability. 

The creation and promulgation of lender lists by student financial aid offices nationwide, 
at least in theory, represent an attempt by those student aid offices to communicate useful 
information to student borrowers.  For students sometimes faced with a dizzying array of 

                                                 
27 “Substantial interest” in a business entity means:  (1) a controlling interest; (2) ownership of more than 

10 percent of the voting interest; (3) ownership of more than $25,000 of the fair market value; (4) a direct or indirect 
participating interest by shares, stock, or otherwise, regardless of whether voting rights are included, in more than 10 
percent of the profits, proceeds, or capital gains; (5) service as a member of the board of directors or other governing 
board, including a trustee or advisory director; (6) service as an officer; or (7) service as an employee. 

 
28 National Center for Education Statistics’ Data Analysis System (National Center for Education Statistics 

2006); Adolph Reed, Jr., and Sharon Szymanski, “Free Higher Education” in Academe, July - August 2004, Volume 
90, Number 4. 

 
29 April 19, 2007 Interview with Dr. Lawrence Burt conducted by Vice Chancellor and General Counsel 

Barry Burgdorf. 
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potential lenders (at U. T. Austin, there are over 150 lenders of various sizes actively offering a 
multitude of lending packages to U. T. Austin students), a lender list can be a useful vehicle to 
narrow the field.  The compilation of lender lists by financial aid personnel who are solicited by 
lenders for inclusion in the lists, however, can create at least the appearance that lenders are 
included on the lists for reasons other than the merits of the loan products that they are offering 
to students.   

V. LENDER LISTS AT OSFS 

Our investigation revealed several distinct infirmities with the process and procedure by 
which lender lists were created and maintained by OSFS.  Although this report speaks generally 
of a lender list or lender lists, it is important to note that OSFS maintained multiple lender lists 
based on the specific type of loan available to students.30  The lender lists created by OSFS listed 
20 lenders.  There is significant overlap among the lists such that at any given time 
approximately 30-35 lenders were listed on various OSFS lender lists. 

Size was a strength of OSFS lender lists.  The OSFS lists did give students a range of 
meaningful choices.  There is no statutory or regulatory requirement to have a preferred lender 
list, but the U.S. Department of Education has indicated that if a college has a preferred lender 
list, it must include at least three different lenders.31  Media reports indicate that lender lists at 
some universities comprised two or three lenders, or in some cases, one.  These extremely short 
lender lists have a tendency towards “king-making,” enabling one or two lenders to capture an 
overwhelming majority of student loan volume on that campus.  At U. T. Austin, no lender 
captured a majority of the volume of the total business on campus, and some lenders on the 
lender lists held as little as 2-4% of the volume in a given year.32   

However, our investigation revealed serious problems with the lender lists of OSFS. 

A. Concentration of Power in Dr. Burt 

All employees of OSFS interviewed in this investigation agreed that Dr. Burt was the 
ultimate decision-making authority as to which lenders were to be added to, or removed from, 

                                                 
30 Attached as Exhibit E are sample OSFS lender lists. 
 
31 “Proposed Regulatory Language: FFEL - Institutional Preferred Lenders” (to be codified at 34 CFR 

§§ 682.212 and 682.603) (pre-decisional draft proposed March 6, 2007).  On April 23, 2007, Rep. Howard “Buck” 
McKeon, ranking minority member of the House Education and Labor Committee, introduced the Financial Aid 
Accountability & Transparency Act of 2007 (H.R. 1994).  The legislation would require a minimum of three 
unaffiliated lenders on each preferred lender list.  On February 1, 2007, Senator Kennedy introduced the Student 
Loan Sunshine Act (S. 486), and on February 7, 2007, House Education and Labor Committee Chairman George 
Miller introduced legislation in the House (H.R. 890, which was passed by the House of Representatives on 
May 9, 2007).  Both pieces of legislation require a minimum of three unaffiliated lenders on each preferred lender 
list. 

 
32 For example, a copy of an Excel spreadsheet entitled 060 UNDERGRAD FFELP LENDER LIST 

attached to Memo dated February 23, 2007 from Christine to Larry regarding 060 Lender Review is attached as 
Exhibit F.  The memo indicates the lender volume and default rate information was obtained from the Texas 
Guaranteed Student Loan Corporation. 
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the lender lists in a given year.33  Dr. Burt alone decided the final composition and ordering of 
the lender lists.34  While he did receive input and statistical information from various employees, 
he did not routinely discuss that input with anyone else, and his staff generally did not question 
his construction of the lender lists or the reasons for any particular decision.  Among documents 
produced by OSFS were several e-mails from Dr. Burt to OSFS employees reflecting 
authoritative decisions to add or remove a lender to the lists or to change the order of the lists 
without any rationale or explanation given for such decisions.35  Employees promptly complied 
with these requests, sometimes in as little as 24 hours.36 

Dr. Burt himself noted that he molded the lists to include a variety of large and small 
lenders.37  He changed the order to prevent some lenders from capturing too much volume,38 and 
he added some lenders to “give them a try.”39 

Lack of collaborative decision-making with subordinates was coupled with the absence 
of oversight from anyone above Dr. Burt.  Dr. Burt’s decision-making process with regard to the 
lender lists was not approved or endorsed by anyone at U. T. Austin to whom he reported.40   

This concentration of power and lack of any semblance of collaborative decision-making 
with regard to the lender lists resulted in a lack of transparency.  As a result, there is no record 
reflecting Dr. Burt’s reasons for including a particular lender on the list, and there is no record 
upon which to assess the merits of his inclusion of any particular lender. 

In sum, the concentration of power in Dr. Burt led to a process lacking transparency and 
accountability, which could not, at the end of the day, be adequately explained or rationalized to 
outside constituencies. 

                                                 
33 May 2, 2007 Interviews of Don Davis (Associate Director), Miguel Wasielewski (Assistant to the 

Director), and Christine Gauger (Accounting and Loans Supervisor) conducted by Vice Chancellor and General 
Counsel Barry Burgdorf. 

 
34 April 19, 2007 Interview with Dr. Lawrence Burt (stating that the process used to construct lender lists 

was “subjective, or my own internal formula”); see e-mail from Barbara J. Kolthoff to Don Davis 8/8/03 (stating 
that Dr. Burt “approved the who and the order of presentation”) attached as Exhibit G. 

 
35 E-mails from Dr. Lawrence Burt to Samuel R. Riley and Don C. Davis 6/8/05, 6/9/05, and 7/5/05, 

attached as Exhibit H. 
 
36 E-mails from Dr. Lawrence Burt to Samuel R. Riley and Don C. Davis 6/8/05 and 6/9/05. 
 
37 April 19, 2007 Interview with Dr. Lawrence Burt (“As all the lenders know, I make the decisions 

[regarding placement on the lender lists].”) 
 
38 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
39 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
40 May 3, 2007 Interview with Dr. Lawrence Burt conducted by Vice Chancellor and General Counsel 

Barry Burgdorf. 
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B. Lack of Objective Criteria 

As indicated above, there was no precise formula by which OSFS lender lists were 
constructed.  No one inside or outside OSFS could objectively tell what process was used to 
create or maintain OSFS lender lists.  On the contrary, subjective criteria were employed in 
Dr. Burt’s decision-making process.  In his interview, Dr. Burt stated that he looked at whether 
the Texas Guaranteed Student Loan Corporation was the guarantor of the lender’s loans, the 
lender’s consistency in the marketplace, borrower benefits offered by the lender, and the lender’s 
general reputation for service.41  Dr. Burt admitted that the process was subjective and that he did 
not use any set formula.42  In later years, OSFS employees provided Dr. Burt information on 
“lender visibility” (discussed more fully below) and customer service.43  The matrix for weighing 
these factors was uncertain, and lenders were rated “poor,” “average,” “good,” or “very good” 
without any delineation of what it took to achieve each rating. 

Again, the lack of an objective process results in several realized and latent problems.  A 
heavily subjective process can easily serve as a hiding place for improper motives and lacks 
transparency and accountability.  It provides no assurance to students or other constituents that a 
lender list is being constructed that serves its stated goal – to be an aid to students making 
complex educational financing decisions. 

C. Failure to Use Students’ Best Interests as Overriding Consideration 

It is not at all clear that the factors considered by Dr. Burt in constructing OSFS lender 
lists, both objective and subjective, served the students’ best interests or, even if they did, it is 
not clear how these factors were weighed in making the final decision.  As mentioned above, 
Dr. Burt identified consistency in the marketplace as one factor used to evaluate student lenders 
for inclusion on OSFS lender lists.  In recent years, this criterion was reduced to a measure of 
volume rank.  No OSFS employee was able to clearly explain a correlation between volume rank 
and benefit to students.  It does seem logical that some base level of volume could be used as a 
proxy to evaluate a lender’s threshold familiarity with lending to U. T. Austin students.  
However, there is absolutely no evidence, and no one could explain, how or why a lender ranked 
2nd in volume was a better lender than a lender ranked 7th in volume. 

Another factor repeatedly mentioned by OSFS staff members was “OSFS visibility.”  
This factor was distinguished from “school customer service.”  Again, no one could explain how, 
and there appears to be no reason why, OSFS visibility benefited students.  In fact, it is a finding 
of this investigation that no such link exists.  OSFS visibility was measured with reference to 

                                                 
41 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
42 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
43 For example, a copy of an Excel spreadsheet entitled “050 Grad Lender List” (with handwritten notes 

“GRAD Lender List Analysis 060” dated 3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry 
regarding “050 Lender Review” (document provided by OSFS in response to document request) is attached as 
Exhibit I. 
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“presence” in the office by student lender representatives.44  Student customer service problems, 
however, are handled by a completely different group of employees at a student lender.  There is 
no reasonable connection between the number of visits a lender representative makes to OSFS 
and the lender’s ability to solve customer service problems.45 

Another factor cited by Dr. Burt was an evaluation of borrower benefits.46  Students are 
induced to pick a particular lender through the offering of a robust package of borrower benefits, 
including promised reduction in interest rates for on-time payments and similar incentives.  
However, these loans are often sold soon after they are originated and the new lender assuming 
the loan typically is not bound to offer these benefits.47 Some studies show that over 90% of 
student borrowers never realize their benefits, and 70% fail to realize benefits through no fault of 
their own.48  One proposed legislative change that has not received as much attention with regard 
to the student lending industry is the creation of mechanisms to curtail this practice, such as an 
outright limit on the ability to transfer loans absent promised borrower benefits or a conspicuous 
disclosure that benefits may be terminated or modified.  It appears that OSFS, to the extent that it 
considered borrower benefits, did not also assess the likelihood that such benefits would be lost 
upon resale of a loan. 

Finally, Dr. Burt also looked at default rates to analyze student lenders for inclusion on 
lender lists.  U. T. Austin has below-average default rates across all student loan categories.  
Lender default rates typically vary between 0% and 3-4% on campus.49  It is not clear how an 
                                                 

44 For example, a copy of an Excel spreadsheet entitled “050 Grad Lender List” (with handwritten notes 
“GRAD Lender List Analysis 060” dated 3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry 
regarding “050 Lender Review” (document provided by OSFS in response to document request) is attached as 
Exhibit I. 

 
45 May 7, 2007 Interview with Sam Riley (former OSFS employee) conducted by Vice Chancellor and 

General Counsel Barry Burgdorf. 
 
46 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
47 For example, UFCU’s “Zero-Fee Loan” offered to UT students has language stating that UFCU 

“reserve[s] the right to change or discontinue the [borrower benefit] programs at any time without notice.”  
Citibank’s Federal Stafford Loan Discounts and Benefits are offered with the caveat that “[w]e reserve the right to 
modify or discontinue benefit programs at any time without notice.”  In general, these borrower benefit discounts are 
not included as part of the original promissory note (the contract between the borrower and lender), and thus can be 
modified or changed at any time if the loan is sold or consolidated.  Many student lenders sell every loan they 
originate. 

 
48 Open letter from Tim Fitzpatrick, CEO of Sallie Mae (Feb. 20, 2007) (stating that “the bottom line is that 

less than 10% of borrowers will earn all the advertised Repayment Benefits” and that over 70% of all student loan 
borrowers involuntarily lose their benefits due to consolidation or sale of their loan);  Additional research from 
nonprofit public interest groups is even more pessimistic, indicating that between 0.14% and 6.0% of all borrowers 
will receive their full benefits.  “FinAid! The SmartStudent Guide to Financial Aid” (2006); “Comparing Discounts 
on Federal Student Loans,” The Project on Student Debt (2005). 

 
49 For example, a copy of an Excel spreadsheet entitled “050 Grad Lender List” (with handwritten notes 

“GRAD Lender List Analysis 060” dated 3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry 
regarding “050 Lender Review” (document provided by OSFS in response to document request) is attached as 
Exhibit I. 
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analysis of default rates benefits individual students.  None of the OSFS employees we 
interviewed were able to articulate a correlation between the historical default rates of a 
particular lender and a potential benefit to prospective student borrowers. 

D. Inappropriate Use of Staff “Treats” as Criteria 

It also appears that Dr. Burt acquiesced in the creation of lists tracking so-called “lender 
treats” and relied upon these lists in deciding whether to include particular lenders on the 
preferred lender lists.  Sometime earlier in this decade, OSFS adopted a practice of tracking and 
charting the visits of student lender representatives to OSFS offices, but only when those visits 
included a food, snack, or entertainment benefit to OSFS staff members.  The “lender treats” list 
compiled from May 2005 - December 2005 is indicative of the items tracked.  OSFS staff 
members were treated to ice cream, lasagna, barbecue, candy bars, popcorn, happy hours, 
birthday cakes, cookies, and other personal benefits.  It is worth noting that Student Loan Xpress 
is one of the most active lenders providing these benefits to OSFS staff.50  The 2006 list contains 
a similar array of personal benefits bestowed upon OSFS staff.51  No OSFS staff member 
interviewed could recall exactly when OSFS began tracking “lender treats,” and none could say 
how Dr. Burt considered it in his analysis.  Dr. Burt himself stated that he did not consider it,52 
although the documents clearly show that this information was provided to Dr. Burt on an annual 
basis when he was making lender lists decisions for the upcoming year.53 

As discussed above, in addition to being a subjective factor not important to student 
welfare, the practice of overtly linking “lender treats” to lender list consideration may implicate 
the Texas ethics laws discussed in Section III above.  The analysis is as follows:  Texas gift laws 
allow state employees to accept gifts with a value of less than $50.  Most, if not all, of the items 
listed on OSFS treat lists were probably valued at less than $50.  However, it is worth noting that 
all of the employees of OSFS who were interviewed for this investigation stated that there were 
no processes in place to determine whether benefits received were worth more or less than $50.  
It is equally clear under Texas law that OSFS employees could accept food and entertainment 
from a student lender representative if they were guests of the student lender representative.  It 
also appears from statements and the “lender treats” lists that, in most cases, lender 
representatives were present when the food and entertainment were provided, but again there was 
no awareness among the OSFS employees interviewed that this mattered.  Nonetheless, under 
                                                 

50 For example, a copy of an Excel spreadsheet (with handwritten notes “Lender Treats 050,” dated 
3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry regarding “050 Lender Review” (document 
provided by OSFS in response to document request) is attached as Exhibit I. 

 
51 A copy of an Excel spreadsheet entitled “2006-07 Lender Events” attached to Memo dated February 23, 

2007 from Christine to Larry regarding “060 Lender Review” (documents provided by OSFS in response to 
document request) is attached as Exhibit F. 

 
52 May 3, 2007 Interview with Dr. Lawrence Burt. 
 
53 For example, a copy of an Excel spreadsheet entitled “050 Grad Lender List” (with handwritten notes 

“GRAD Lender List Analysis 060” dated 3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry 
regarding “050 Lender Review” is attached as Exhibit I, and a copy of an Excel spreadsheet entitled “2006-07 
Lender Events” attached to Memo dated February 23, 2007 from Christine to Larry regarding “060 Lender Review” 
is attached as Exhibit F. 
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the Texas gift laws, even if some of the benefits exceeded $49.99 in value, they could have been 
allowed. 

However, both the “less than $50” exception and “guest” exception do not apply if food 
or entertainment is accepted in exchange for an official act.  The investigation did not reveal any 
express quid pro quo by which a lender was offered a place on a preferred lender list if it 
provided “lender treats” to OSFS staff or to Dr. Burt personally.54  Whether or not a fact-finder 
would find a tacit quid pro quo, Dr. Burt’s conduct evidenced poor judgment and indifference 
towards Texas ethics and conflicts of interest law. 

Outside of student lender representative visits to OSFS offices, we discovered other 
documentation illustrating connections between student lender benefits provided to OSFS staff 
and solicitations by student lenders to be included on OSFS lender lists.  For example, as 
recently as February 7, 2007, Tom Ramaeker of Access Group e-mailed Don Davis inquiring 
whether his company “made the cut” for the 2007-08 lender list.55  He continues by offering to 
take Dr. Burt and Mr. Davis to play golf.56  We noted several other close connections between 
offers to entertain OSFS staff and inquiries about lender list decisions.  This e-mail exchange 
falls short of proving an express quid pro quo for Access Group’s inclusion on 2007-08 OSFS 
lender lists57 and, for example, the e-mail chain does not indicate whether Dr. Burt, Don Davis 
and Tom Ramaeker actually played golf together in March 2007.  These situations, however, 
created appearances of impropriety that should have been avoided by all parties involved.  As 
discussed above, playing golf with a student lender representative is not prohibited by the Texas 
ethics laws, but when questioned about such instances, OSFS management displayed a lack of 
sensitivity to the appearance of impropriety. 

VI. DR. BURT’S STOCK OWNERSHIP IN EDUCATION LENDING GROUP, INC. 

Interviews of Dr. Burt, documents provided by him, and documents filed with the 
Securities and Exchange Commission (“SEC”) in response to our document requests establish a 
timeline for Dr. Burt’s ownership of Education Lending Group, Inc. stock. 

On January 31, 2001, Dr. Burt purchased 800 shares of Direct III Marketing, Inc. 
(Education Lending Group’s predecessor) through his Fidelity brokerage account.58At the same 

                                                 
54 The investigation also revealed evidence of meals and entertainment (golf outing) provided directly to 

Dr. Burt by various student lenders.  The Texas ethics law analysis would apply to these direct benefits provided to 
Dr. Burt. 

 
55 A copy of the e-mail exchange dated February 7, 2007 between Tom Ramaeker and Don Davis is 

attached as Exhibit J. 
 
56 See copy of the e-mail exchange dated February 7, 2007 between Tom Ramaeker and Don Davis 

attached as Exhibit J. 
 
57 See examples of OSFS lender lists attached as Exhibit E.  Access Group did move from 9th to 5th in this 

year. 
58 As reflected in a Form 8-K filing with the SEC, effective May 21, 2002, Direct III Marketing, Inc. 

changed its name to Education Lending Group, Inc. 
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time, Dr. Burt also purchased 200 shares of Direct III Marketing stock for his son, Adam Burt.59  
Dr. Burt placed his 800 shares in his Roth IRA.  This purchase was a market transaction initiated 
by Dr. Burt.  Dr. Burt stated that he purchased the shares in Direct III Marketing because of his 
familiarity with, and belief in, Robert DeRose, Direct III Marketing’s founder and a former 
employee of the American Express student lending group with whom Dr. Burt first worked 
during his days as the financial aid director at UCLA.60 

In November 2001, Direct III Marketing entered the full service student loan business 
through its subsidiary, Student Loan Xpress.  Prior to that date, Direct III Marketing had been 
primarily involved in the student loan consolidation business.61 

On December 31, 2001, Dr. Burt “purchased” 1,500 share equivalents of Direct III 
Marketing, Inc., which changed its name in May 2002 to Education Lending Group, Inc. (now 
the parent company of Student Loan Xpress), from Fabrizio Balestri, an old friend in the student 
loan lending business who was involved with Robert DeRose in Direct III Marketing.  This 
“purchase” consisted of 1,000 shares and a stock purchase warrant to buy an additional 500 
shares.  Dr. Burt stated that he purchased these shares by giving cash to Mr. Balestri in three 
installments of $500, $250 and $250 during three separate personal encounters with Mr. 
Balestri.62 

In March 2002, Dr. Burt decided to premiere Student Loan Xpress on the upcoming 
year’s OSFS lender lists.63 

On July 22, 2002, Dr. Burt was sent a gift letter by Douglas L. Feist, Executive Vice 
President and General Counsel of Education Lending Group, Inc., explicitly stating that the 
1,500 share equivalents were a gift to him.64  This letter contradicts Dr. Burt’s statements 
regarding payment of cash for the shares.  On May 2, 2007, Vice Chancellor and General 
Counsel Barry Burgdorf received an e-mail from Fabrizio Balestri stating as follows:  “This shall 
confirm that Larry Burt paid $1.00 per share for 1,000 shares of Direct III Marketing that were 
issued pursuant to a private placement in 2001.  In fact, Mr. Burt paid me a total of $1,000 in 

                                                 
59 According to Dr. Burt’s attorney, Adam Burt held the stock until it was cashed out in the 2005 CIT 

acquisition discussed below. 
 
60 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
61 Page 5, Prospectus of Education Lending Group, Inc., filed pursuant to Rule 424(b)(3), dated 

September 23, 2003. 
 
62 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
63 Our investigation did not obtain a copy of the relevant 2002-03 lender list, but see a copy of the 2003-04 

FFEL Stafford Subsidized and Unsubsidized Loan Lender List attached at Exhibit E. 
 
64 A copy of the Education Lending Group, Inc. letter, dated July 22, 2002, transmitting 1,000 shares to Dr. 

Burt and indicating shares are gift, is attached as Exhibit K.  (The stock certificate was also dated July 22, 2002, 
with Direct III Marketing, Inc. struck through and N/C Education Lending Group, Inc. typed above the strikeout.) 
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cash for such shares.”  Therefore, both parties to the transaction now agree that cash was paid for 
the shares.65 

In September 2003, Education Lending Group filed a prospectus disclosing the fact that 
holders of common stock and warrants acquired in private offerings were now permitted sell 
their holdings in the open market.  The prospectus identified Dr. Burt and listed his holdings of 
his 1,000 shares of privately-acquired stock and 500 warrants.  Dr. Burt, however, elected to hold 
onto his stock and did not sell it at that time.  (Some initial news reports concerning the New 
York Attorney General’s investigation incorrectly stated that Dr. Burt had sold his stock at that 
time.  The mistake was likely due to the fact that the prospectus included Dr. Burt on a schedule 
of  “selling shareholders”, although the filing made clear that the identified shareholders were 
merely permitted, but not required, to sell their holdings). 

On October 4, 2004, Dr. Burt exercised his stock purchase warrant to purchase 500 
shares, 66 bringing his total share ownership in Education Lending Group to 2,300 shares. 

In February 2005, CIT acquired Education Lending Group.  In the acquisition 
transaction, individual shareholders were liquidated, and Dr. Burt sold all of his shares of stock.67  
The transaction for 800 of his shares was carried out through his Roth IRA.  The sale of his 
remaining 1,500 shares resulted in a net profit of approximately $18,050, as reported on 
Dr. Burt’s amended 2005 tax return.68 

As indicated at the beginning of this report, it was Dr. Burt’s stock ownership in 
Education Lending Group that focused the New York Attorney General’s attention on him and 
OSFS.  Initially, Burt stated that his original stock ownership in Direct III Marketing was not a 
conflict of interest because at the time he first purchased 800 shares of Direct III Marketing it 
was only a loan consolidator and not a full service lender.69  There are two problems with this 
line of reasoning.  First, documents provided by OSFS indicate that OSFS evaluated whether 
student lenders offered loan consolidation as a factor for consideration for being on the OSFS 
lender lists.  Often, student lenders team up with consolidators to offer this service.  Therefore, 
even when it was only a loan consolidator, Direct III Marketing was much closer to the business 

                                                 
65 It seems that the gift letter may have been issued to Dr. Burt in an attempt to satisfy the requirements of 

SEC Regulation D, which provides a limited exception for the unregistered private placement of securities.  Because 
Dr. Burt was not an accredited investor, his purchase of shares in that private offering could have created SEC 
regulatory problems for Education Lending Group, Inc.  This investigation has not attempted to investigate or verify 
the existence of any SEC violations related to this stock transaction. 

 
66 A copy of the Education Lending Group, Inc. letter, dated October 14, 2004, transmitting additional 500 

shares to Dr. Burt, is attached as Exhibit L. 
 
67 Two Forms 1099-B, Proceeds From Broker and Barter Exchange Transactions, issued by CIT Group, 

Inc., reporting to the IRS for the tax year 2005 gross proceeds of $9,525 and $19,050, respectively, for Education 
Lending Tender Offer Process. 

 
68 Form 1040, Schedule D, as amended and filed by Lawrence W. Burt on or about April 26, 2007 to show 

corrected basis for February 2005 sale of Education Lending Group, Inc. stock. 
 
69 April 19, 2007 Interview with Dr. Lawrence Burt. 
 



 

17 

of OSFS than it might first appear.  There is no evidence that Dr. Burt made any effort to 
determine whether Direct III Marketing was involved in loan consolidation for any of the lenders 
serving U. T. Austin students. 

Second, as set forth in Education Lending Group’s SEC filings, Direct III Marketing 
entered the student loan business through its subsidiary, Student Loan Xpress, in November 
2001.  This event, which Dr. Burt was clearly aware of, heightened the conflict of interest 
created by Dr. Burt’s ownership in Education Lending Group and his role as director of OSFS.  
A short two months after Student Loan Xpress entered into the student loan business, Dr. Burt 
purchased an additional 1,500 share equivalents in Education Lending Group, the parent 
company of Student Loan Xpress. 

Despite the gift letter from Education Lending Group’s general counsel, it does not 
appear that Dr. Burt was actually gifted these shares.  Because the shares were offered in a 
private placement, it is difficult to ascertain their true value.  Because this investigation has not 
had access to other buyers in that private placement, we have not determined whether Dr. Burt 
paid the same per share price as others.  If he paid a discounted share price, that reduced value 
would clearly be within the definition of a gift or benefit under Texas ethics laws.70 

Even if Dr. Burt had paid full price for the 1,500 share equivalents, he was still conferred 
a benefit by Education Lending Group.  A “benefit” is defined as anything reasonably regarded 
as pecuniary gain or advantage,71 which Texas courts have construed to mean anything to which 
a price can be assigned.72  The mere opportunity to purchase in a private placement is not 
offered, and it cannot be offered, to the public if the private placement exemption is to be 
preserved.  Dr. Burt was therefore afforded a unique opportunity to purchase Education Lending 
Group shares.  It may be difficult but not impossible to place a price on this opportunity.  Media 
reports and our research have revealed that other financial aid directors were offered the same 
opportunity.  It seems probable then that Dr. Burt was offered this benefit of the opportunity to 
purchase shares at least in part due to his official status as director of OSFS. 

While accepting a benefit because of official status is not by itself a violation of the 
bribery law under the Texas Penal Code, and while it may not violate the Texas gift statutes 
because Student Loan Xpress did not actually contract with OSFS and thus was not a prohibited 
source, acceptance of this benefit violated U. T. Austin’s standards of conduct.  By accepting a 
benefit and making an investment “that might reasonably tend to influence the officer or 
employee in the discharge of official duties or that the officer or employee knows or should 
know is being offered with the intent to influence the officer’s or employee’s official conduct” 
and “that could reasonably be expected to create a substantial conflict between the officer’s or 

                                                 
70 Texas Ethics Commission Advisory Opinion No. 282 (1995). 
 
71 Section 36.01(3), Penal Code. 
 
72 Smith v. State, 959 SW2d 1 (Tex.App.-Waco 1997, discretionary review ref’d). 
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employee’s private interests and the public interests,” Dr. Burt violated U. T. Austin’s standards 
of conduct and the Regents’ Rules and Regulations. 73 

The next issue to consider with regard to Dr. Burt’s Education Lending Group stock 
ownership is its relation to inclusion of Student Loan Xpress on various OSFS lender lists.  
Dr. Burt stated that he was aware that Student Loan Xpress was a subsidiary of Education 
Lending Group at the time he decided to put Student Loan Xpress on OSFS lender lists.74  
However, because of the concentrated, opaque, and subjective decision-making process that 
governed the creation and maintenance of OSFS lender lists, this investigation did not reveal any 
direct evidence that Dr. Burt accepted the 1,500 share equivalents of Education Lending Group 
in exchange for inclusion of Student Loan Xpress on OSFS lender lists.  Nevertheless, the timing 
of the transaction in relation to Student Loan Xpress’ inclusion on OSFS lender lists raises 
suspicion and, at least, creates the appearance of impropriety.  As indicated above, Dr. Burt 
purchased 1,500 share equivalents of Education Lending Group on December 31, 2001, and 
three months later in March 2002, he decided to put Student Loan Xpress on OSFS lender lists as 
a new and, at that time, untested lender.   

Dr. Burt asserted that he was willing to put Student Loan Xpress on the lender lists, even 
as a new lender, because in his words it was “born full grown” as a reincarnation of the 
American Express student lending group where Robert DeRose had worked.  While this analysis 
may provide some justification for consideration of Student Loan Xpress, it does not fully 
explain its quick ascent on OSFS lender lists.  Student Loan Xpress occupied the #1 spot over a 
five-year period on every list in our possession except for one list where it appeared as #11.75  
Don Davis, Associate Director of OSFS, stated that the 11th position at which Student Loan 
Xpress appeared on the 2003-04 FFEL Stafford Subsidized and Unsubsidized Loan Lender List 
is in fact a highly favorable position because it is at the top of the right-hand column of the 
lender list.76  Some students might even see that as the 2nd position reading left-to-right in 
looking at the lender list.77 

The statistical information compiled by OSFS regarding Student Loan Xpress does not 
seem to justify a 1st ranking, and no employee of OSFS interviewed, including Dr. Burt, was able 
to articulate a compelling case for Student Loan Xpress being 1st on any lender list.78  Even the 
flawed criteria Dr. Burt referenced when making lender list decisions indicate Student Loan 

                                                 
73 U. T. Austin’s Standards of Conduct; Series 30104, Regents’ Rules and Regulations. 
 
74 May 3, 2007 Interview with Dr. Lawrence Burt. 
 
75 We do not have copies of every OSFS lender list, and Student Loan Xpress may not have offered every 

type of loan available to students.   See, examples of OSFS lender lists attached as Exhibit E. 
 
76 May 2, 2007 Interview with Don Davis (Associate Director). 
 
77 May 2, 2007 Interview with Don Davis (Associate Director). 
 
78 May 2, 2007 Interviews of Don Davis (Associate Director), Miguel Wasielewski (Assistant to the 

Director and in charge of the Community & Outreach programs), and Christine Gauger (Accounting and Loans 
Supervisor) conducted by Vice Chancellor and General Counsel Barry Burgdorf. 
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Xpress was over-ranked.  Student Loan Xpress volume ranks on the various lender lists were 
near the bottom of all lenders on the lists, school customer service was often rated as “average,” 
and, for example, on the GRAD Lender List for 2005, it is not even clear that Student Loan 
Xpress offered $0 or reduced fees to students – a key borrower benefit.  Finally, Student Loan 
Xpress’ 2005 default rate, while still below the national average, was on the high end for U. T 
Austin at 3.2%.79  The only category in which Student Loan Xpress excelled in comparison to 
other lenders was in “OSFS visibility,” where it was ranked “very good.”  As noted earlier, a 
review of the “lender treats” list indicates that Student Loan Xpress was extremely active in 
visits and provision of treats to OSFS staff. 

Dr. Burt’s acceptance of Education Lending Group shares and continued retention of 
them in his portfolio represents an error in judgment that created an appearance of impropriety 
and leads one to seriously question whether there was a quid pro quo for purchase of those 
shares and inclusion of Student Loan Xpress on OSFS lender lists.  Even if Dr. Burt had made 
the purchases without recognition of the real or apparent conflict, he had at least two options for 
remedying, or at least lessening, the conflict.  First, when considering Student Loan Xpress for 
inclusion on OSFS lender lists, he could have liquidated his investment in Education Lending 
Group.  If divestment was not an option for financial or other reasons, Dr. Burt could have at 
least disclosed his ownership and recused himself from any participation in any process where 
OSFS made decisions concerning Student Loan Xpress.80  Although disclosure of Dr. Burt’s 
interest in Education Lending Group would not be called for by U. T. Austin’s financial 
disclosure and conflict of interest statement (Dr. Burt’s holdings in Education Lending Group 
were not a “substantial interest”), this report mentions disclosure and recusal because of the 
totality of the circumstances surrounding his involvement with Student Loan Xpress. 

The appearance of impropriety due to Dr. Burt’s ownership of stock in Education 
Lending Group is further bolstered by evidence of his efforts to promote Student Loan Xpress to 
others in the industry.  Our investigation revealed at least two undated draft letters from Dr. Burt 
to others proclaiming the virtues of Student Loan Xpress as a student lender.  The first was 
addressed to Jill Desjean, Chair of Graduate Financial Aid at The New School in New York.  
Dr. Burt closes the letter by stating that “I highly recommend Student Loan Xpress to The New 
School.”81  The second draft letter is perhaps more troubling in that it is a form letter to directors 
of financial aid in general.  It is set up for Dr. Burt’s signature but makes it appear as if Dr. Burt 
is an employee of, or contractor for, Student Loan Xpress.  The letter opens by stating that 
“Student Loan Xpress would like to take this opportunity to introduce a new and exciting 

                                                 
79 For example, a copy of an Excel spreadsheet entitled “050 Grad Lender List” (with handwritten notes 

“GRAD Lender List Analysis 060” dated 3/10/2006) attached to Memo dated March 10, 2006 from Sam to Larry 
regarding “050 Lender Review” (document provided by OSFS in response to document request) is attached as 
Exhibit I. 

 
80 Appropriate handling of conflicts of interest situations always entails a case-by-case analysis.  Therefore, 

it is worth noting that if a conflict exists, recusal may not always clear the conflict, especially for a department head 
who oversees all departmental operations and to whom all of the department’s employees ultimately report.  Still, 
recusal can usually improve the appearance issue. 

 
81 A copy of the draft letter to Jill Desjean is attached as Exhibit M. 
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product . . .”82  As stated above, both of these letters are in draft form, and our investigation did 
not obtain final, signed copies of these letters.  However, we have some indication from a 
regulatory agency that the New School letter, or a similar letter, was in fact signed by Dr. Burt 
and sent.  Dr. Burt stated that he did not remember either letter and did not recall similar efforts 
on behalf of any other student lender.83 

Taken together with his stock ownership in Education Lending Group, these efforts 
indicate a close relationship between Dr. Burt and Student Loan Xpress.  Other factors that 
evidence this relationship include (1) admitted long-standing friendship with Fabrizio Balestri,84 
which included international travel together;85 (2) service on Student Loan Xpress’ Advisory 
Board (discussed in Section VII below), one of the few on which Dr. Burt chose to serve; and 
(3) the elevated presence in OSFS of the Student Loan Xpress lender representative – Jennifer 
Golden, a former employee of OSFS. 

In sum, Dr. Burt’s relationship with Student Loan Xpress at the very least created the 
appearance of impropriety and cast substantial doubt on Dr. Burt’s decisions to place Student 
Loan Xpress at the top of OSFS lender lists.  At a minimum, Dr. Burt’s stock ownership should 
have been disclosed, and he should have recused himself from any dealings with or decisions 
affecting, Student Loan Xpress that took place within the scope and capacity of his official 
duties. 

VII. SERVICE ON STUDENT LENDER ADVISORY COMMITTEES 

Our investigation revealed that several members of the OSFS management team, 
including Dr. Burt, served on student lender advisory committees.  Most invitations for 
committee membership were extended directly to Dr. Burt.  On some occasions, he asked other 
members of his management team to serve on those committees.86  All OSFS employees 
interviewed agreed that Dr. Burt alone controlled approval for service on the committees.  The 
statements of these employees are also consistent in that the overriding criteria for whether to 

                                                 
82 A copy of the draft letter is attached as Exhibit N. 
 
83 May 3, 2007 Interview with Dr. Lawrence Burt.  However, our investigation revealed evidence that 

Dr. Burt bragged to a representative of Collegiate Funding Services (CFS) that he “did a billboard” for CFS by 
wearing a CFS t-shirt during an interview for Fox News.  (See, copy of e-mail exchange dated August 21, 2001 
between Larry Burt and Rick Medley attached as Exhibit O.)  This e-mail is another example of questionable 
connections between student lenders on OSFS lender lists (see, examples of OSFS lender lists attached as Exhibit E) 
and offers of entertainment.  In the e-mail exchange, Rick Medley, who was at the time married to Jennifer Medley 
(now Jennifer Golden), the Student Loan Xpress representative and former OSFS employee who so often visited 
OSFS, offers to pay for Dr. Burt’s tickets to the Texas/OU game and let him stay at his house in Dallas for the 
weekend. 
 

84 Various e-mails between Dr. Burt and Mr. Balestri discussing personal visits are attached as Exhibit P. In 
addition, Dr. Burt admitted that Mr. Balestri “lent” him Marriott hotel points to pay for Dr. Burt’s hotel room when 
they were in Paris together.  May 10, 2007 Interview with Dr. Lawrence Burt. 
 

85 May 3, 2007 Interview with Dr. Lawrence Burt. 
 
86 May 7, 2007 Interview with Sam Riley (former OSFS employee). 
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serve on an advisory committee were whether OSFS could gain useful information about the 
lender and could have the opportunity to shape that lender’s product offerings to students.87  All 
employees said that all service on student lender advisory committees was unpaid, and our 
investigation did not reveal any documents showing that any OSFS staff were paid for their 
service on student lender advisory committees.88  However, it is standard practice for most 
companies to reimburse advisory committee members for travel, lodging, and entertainment 
expenses associated with attendance at meetings. 

Dr. Burt served on the following student lender advisory committees:89 

Board Service Dates90 
 

Sallie Mae Advisory Board -- approximately 2000/2001 to present 
 

Wells Fargo  -- approximately 2002 to present 
 

Student Loan Xpress  -- approximately 2002/2003 to present 
 

Citibank  -- approximately 2005 to present; however, 
Dr. Burt stated that he never attended a Citibank 
advisory committee meeting 
 

Chase  -- approximately 1998 to 2003 
 

American Express  -- service ended in 2001 when American Express 
got out of the student lending business 

 
Dr. Burt said he traveled a few times per year to student lender advisory committee 

meetings.91  He specifically recalled trips for Student Loan Xpress to New York and San Diego.  
He stated that he did not travel internationally to attend any student lender advisory committee 
meetings.  Dr. Burt and other employees of OSFS interviewed for this investigation stated that 
the typical student lender advisory committee meeting involved going to two days of 8:00 a.m. to 
5:00 p.m. meetings, during which student lenders discussed potential new product offerings, 
discussed process and service concerns in the industry in general, and sought feedback from 

                                                 
87 May 2, 2007 Interviews of Don Davis (Associate Director), Miguel Wasielewski (Assistant to the 

Director and in charge of the Community & Outreach programs), and Christine Gauger (Accounting and Loans 
Supervisor) and May 7, 2007 Interview with Sam Riley (former OSFS employee). 

 
88 Dr. Burt was paid for his service on Department of Education Advisory Committees on student financial 

aid.  Form W-2s provided by Dr. Burt show that he was paid a total of $2,300 over 5 years for this service. 
 
89 Some of the advisory committees listed below are in the process of disbanding. 
 
90As of the date of this report, Dr. Burt may have resigned from some of these committees. 
 
91 April 19, 2007 Interview with Dr. Lawrence Burt. 
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committee members.92  In the evening, the lenders typically provided dinner and related 
entertainment to committee members.93 

Again, under Texas ethics laws, acceptance of reimbursement of travel, lodging, and 
entertainment expenses for state employees who are members of student lender advisory 
committees is permissible either (1) when the employee is a guest of the student lender providing 
reimbursement,94 or (2) as a legitimate gift to a state employee’s employer because 
reimbursement of expenses serves an interest of the state entity.95  Under either justification, 
acceptance of reimbursement of travel, lodging, and entertainment expenses related to student 
lender advisory committees by OSFS employees, including Dr. Burt, does not violate Texas 
ethics laws. 

Instead, the question is one more of judgment and appearance for OSFS employees 
dealing with student lenders.  Extensive participation with a particular student lender can create 
the appearance of impropriety.  Likewise, the acceptance of overly luxurious travel, lodging, and 
entertainment can create an expectation that the student lender will receive something in return.  
Our investigation did not reveal any particular problems along these lines related to OSFS 
employee service on student lender advisory committees.  However, given the current state of 
nationwide investigations being conducted in the student lender industry, it is our 
recommendation that OSFS employees avoid service on student lender advisory committees until 
industry-wide standards can be promulgated on the continued existence of such committees, and 
U. T. Austin can be assured that those standards are implemented in a way that guards against 
any suggestion or appearance of impropriety. 

In conclusion, this investigation did not reveal any ethical violations related to student 
lender advisory committee service by Dr. Burt or other OSFS employees. 

Nationwide, some investigators have alleged that student financial aid directors received 
lucrative consulting work from student lenders.  We inquired into this practice with regard to 
OSFS.  No employee we interviewed, other than Dr. Burt, reported receiving any consulting 
income.  Dr. Burt did report some limited consulting income from two entities not directly 
involved in student lending.  In 2003, Dr. Burt wrote a piece on college student financial aid for 
Noel-Levitz, a publisher of a college guide owned by Sallie Mae.  Dr. Burt was paid $600 for 
this work and provided evidence of this payment by providing a Form 1099-MISC.96  Dr. Burt 

                                                 
92 May 2, 2007 Interviews of Don Davis (Associate Director), Miguel Wasielewski (Assistant to the 

Director and in charge of the Community & Outreach programs), and Christine Gauger (Accounting and Loans 
Supervisor) and May 7, 2007 Interview with Sam Riley (former OSFS employee). 

 
93 May 2, 2007 Interviews of Don Davis (Associate Director), Miguel Wasielewski (Assistant to the 

Director and in charge of the Community & Outreach programs), and Christine Gauger (Accounting and Loans 
Supervisor) and May 7, 2007 Interview with Sam Riley (former OSFS employee). 

 
94 Section 36.10(b), Penal Code. 
 
95 Section 65.31(e), Education Code. 
 
96 Form 1099-MISC for tax year 2003 produced in response to document requests propounded by Office of 

General Counsel. 
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wrote a similar article for Peterson’s, another college guide, and received $1,000 for this work.97  
Finally, Dr. Burt wrote yet another article for Sallie Mae’s college guide, but he was not paid for 
this work.  He stated that he received a plaque and a copy of the book in which his article was 
included for his work on the Sallie Mae college guide.98  There is no indication that he was asked 
to provide any of this work because of his official position rather than because of his extensive 
expertise in student financial aid matters. 

Although none of these consulting arrangements indicate the type of lucrative consulting 
contracts alleged to have been received by other financial aid directors, Dr. Burt stated that he 
did not follow proper U. T. Austin outside employment procedures with regard to this work.99  
He had no specific knowledge of any procedures at U. T. Austin related to outside employment 
and did not follow any particular process or procedure in deciding whether to do consulting work 
when offered.100 

VIII. INVESTIGATION OF DIRECT PAYMENTS TO OR FUNDING OF OSFS BY 
STUDENT LENDERS 

As stated earlier, our investigation did not reveal evidence of any revenue-sharing 
arrangements between OSFS and student lenders.  Neither did we receive any statements or 
collect any documents that indicated the outsourcing (deceptive or otherwise) of OSFS functions 
to student lenders, i.e., the call center example.  We did not uncover any evidence that any 
student lender financed, in whole or part, staffing of OSFS. 

We also specifically inquired as to any co-branding or cooperative initiatives between 
student lenders and OSFS.  We found no instances of collateral materials or promotional 
brochures distributed by OSFS or its employees promoting or touting a particular student lender.  
In fact, we did learn of one instance in which a student lender, without authorization from OSFS, 
created promotional materials deceptively tying that lender to OSFS.  In that instance, Citibank 
sent burnt orange cards to students with the OSFS office listed as the return address.  Citibank 
was instructed to immediately cease and desist distribution of the cards and was removed from 
the OSFS lender lists for that year.101  We found that OSFS employees were relatively vigilant in 
monitoring and controlling any deceptive associations between student lenders and OSFS.  
However, in looking for these types of arrangements, our investigation did reveal two areas that 
warranted additional inquiry.   

                                                 
97 Form 1099-MISC for tax year 2002 produced in response to document requests propounded by Office of 

General Counsel. 
 
98 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
99 April 19, 2007 Interview with Dr. Lawrence Burt. However, we should note that if Dr. Burt did have a 

personal consulting contract with a student lender, that would not be the type of document typically kept in OSFS 
files. Thus, we have relied on Dr. Burt to disclose any contract that existed. 

 
100 April 19, 2007 Interview with Dr. Lawrence Burt. 
 
101 May 3, 2007 Interview with Dr. Lawrence Burt. 
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A. Free Student Exit Interview Software Provided by Collegiate Funding Service to 
OSFS 

It appears that Dr. Burt approved an arrangement with one of the lenders on the OSFS 
lender list, Collegiate Funding Services (CFS), whereby OSFS, at no cost to it, used CFS 
software in exit interviews.  During exit interviews, graduating students are provided with 
counseling concerning matters such as repayment of their loans, avoiding defaults, and options 
for consolidating their loans.102  CFS provides a software program called Collegexit, which 
schools can use to facilitate the exit interview process.   

This free software appears to have functioned as a vehicle for CFS to market its loan 
consolidation programs.  In or around February 2001, a CFS representative began providing Dr. 
Burt with information about the Collegexit program.103  Six months later, the CFS representative 
reported to Dr. Burt that 532 U. T. Austin students had successfully completed the Collegexit 
program.  He added that of those students, 201 had “asked us for more information about 
consolidation.”104  As currently configured, the Collegexit program directs students with 
questions about matters such as consolidation loans to a Collegexit customer service 
representative.  Although we could not independently confirm that this was the case when OSFS 
began utilizing the software in 2001, this e-mail suggests that it was the case. 

While U. T. Austin did not receive any compensation for having utilized the Collegexit 
program, the program was provided free of charge.  U. T. Austin was therefore spared the cost of 
developing or purchasing its own college exit software.  It would be problematic if students who 
utilized Collegexit were steered to consolidated loan products that were materially worse than 
other ones that they could obtained in the market.   There does not appear to be any evidence that 
this was the case. 

Moreover, the ability of CFS to use Collegexit as a means of marketing its products does 
not appear to have been the reason that OSFS elected to use it.  Indeed, there were other 
legitimate reasons for OSFS to utilize the program.  Collegexit appears to be a well-recognized 
program used by many higher education institutions.  It saves institutions substantial resources 
from having to develop exit interview software.  Furthermore, the use of a software program 
such as Collegexit benefits students by making the exit interview process more efficient.   

In addition, OSFS’s use of the software was consistent with the federal anti-inducement 
statute.  In 1998, the statute was amended to provide that “it shall not be a violation . . . for a 
lender to provide assistance to institutions of higher education comparable to the kinds of 
assistance provided to institutions of higher education by the Department of Education.”105  In a 
                                                 
 102 Federal regulations require that institutions conduct such exit interviews.  See, e.g., 34 C.F.R. § 
682.604(g). 
 

103 See E-mail from Rick Medley to Dr. Burt, February 14, 2001, 5:22 PM, attached as Exhibit Q. 
 
104 See E-mail from Rick Medley to Dr. Burt, August 7, 2001, 10:46 AM, attached as Exhibit R. 
 
105 The Higher Education Act of 1965, 20 USC 1085(d)(5), mandates penalties for any lenders that offer 

“directly or indirectly, points, premiums, payments, or other inducements, to any educational institution or 
individual in order to secure applicants for loans.” 
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1999 commentary, the Department of Education offered clarification of this exception indicating 
that, among other things, it is not a violation of the anti-inducement law for a student lender to 
“develop and offer to schools electronic products and services, including Web-based processes 
that can be used to meet counseling requirements.” 

While the use of the Collegexit program did not give rise to any legal violations, the 
documentation as to the factors that were considered in selecting it is incomplete.  A January 
2001 e-mail from an OSFS employee reflects a thorough analysis of the merits of Collegexit.106  
We identified no documentation, however, reflecting Dr. Burt’s decision-making process or the 
substance of his discussions with CFS about it.  This fact is more problematic in light of e-mails 
that indicate an inappropriate relationship between Dr. Burt and CFS.  Shortly after the CFS 
representative sent the August 7 e-mail citing the number of students who had inquired about 
consolidation loans, Dr. Burt sent the representative an e-mail stating, “I did a billboard for you.”  
Dr. Burt explained, “I was wearing my CFS shirt and did an on-camera interview with Fox News 
about the dangers of credit cards.”107  The representative responded by asking about tickets for 
the upcoming Texas/OU football game, adding that he was willing to pay for Dr. Burt’s own 
tickets and inviting Dr. Burt to stay at his house.108 

In short, the selection and use of Collegexit, while not giving rise to any violations of 
federal or state legal provisions, represents another instance of Dr. Burt’s inappropriate 
relationship with student lenders and his failure to maintain a transparent process by which the 
school’s relationships with lenders could be independently assessed. 

B. Free Loan Processing Software Provided by Nellie Mae to OSFS 

First, from FY2002-03 to FY2003-04, Nellie Mae provided OSFS free software that 
automatically created award letters to be sent to students.  This award presentation software was 
a back-office application that was not known to students.  We did not uncover any evidence that 
OSFS revealed or marketed the Nellie Mae association to students.  All OSFS employees who 
were interviewed concerning this software arrangement gave their opinion that the decision to 
use the free Nellie Mae software was made in order to realize cost-savings for OSFS while OSFS 
developed its own award presentation software.  In fact, during the time that OSFS was using the 
Nellie Mae software, it undertook to create its own award presentation software.  After OSFS 
developed its own award presentation software, OSFS stopped using the Nellie Mae software. 

In choosing the Nellie Mae software as an interim product, OSFS undertook an extensive 
search for the best product in the market.  The choice of the Nellie Mae software is amply 
supported by contemporaneous documentation evaluating it in comparison to other student 
lender software for award letter presentation.109 

                                                 
106 See E-mail from Miguel Wasielewski, January 31, 2001, 8:00 AM, attached as Exhibit S. 
 
107 See E-mail from Dr. Burt to Rick Medley, August 20, 2001, 10:18 AM, attached as Exhibit O. 
 
108 See E-mail from Rick Medley to Dr. Burt, August 21, 2001, 1:31 PM, attached as Exhibit O. 
 
109 Copies of Miguel Wasielewski’s December 16, 2000 and May 15, 2001 e-mail evaluations are attached 

as Exhibit T. 
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In the final analysis, use of the Nellie Mae software saved OSFS money.  Its use does not 
appear to have created any harm to students.  In fact, to the extent that the software did a good 
job of generating accurate award letters, it was a direct benefit to students. 

Nellie Mae was on OSFS lender lists while the Nellie Mae software was in use, at times 
rising to 1st on some lists.110  The Wall Street Journal previously reported that part of the reason 
Nellie Mae “landed” on U. T. Austin lender lists was because Nellie Mae gave OSFS free 
software.  As discussed earlier, because of the unclear decision-making process regarding the 
lender lists, it is almost impossible to determine whether this was the case.  However, it is worth 
noting that Nellie Mae had been on OSFS lender lists prior to providing the free award 
presentation software and remained on OSFS lender lists after OSFS began using its own award 
presentation software. 

With regard to use of the free Nellie Mae award presentation software, we conclude that 
there was no harm to students and that the choice of Nellie Mae as the provider of the free 
software was adequately documented, and there exists strong evidence that Nellie Mae’s 
software was the best choice at the time for OSFS.  OSFS’s speedy development of its own 
product shows that it was not intending to rely on Nellie Mae or any other student lender in the 
long term to provide this function for OSFS.  Further, OSFS did not market or advertise use of 
the Nellie Mae software to students.  Finally, we find that use of the Nellie Mae software was 
consistent with the federal anti-inducement law.  As explained above, the 1998 amendment to the 
statute, reinforced by subsequent Department of Education guidance, makes clear that it is not a 
violation of the anti-inducement law for a student lender to provide software programs that an 
institution can use in connection with student counseling.   

C. Student Lender Underwriting of OSFS Operations 

A second inquiry in this part of our investigation was the donation of monies to U. T. 
Austin by lenders involved in student lending.  First, we noted that some financial institutions 
that are in the business of student lending donated scholarship funds.  Contributing lenders 
included Sallie Mae, University Federal Credit Union, Wells Fargo, Sun Trust, BankOne, Nelnet, 
Bank of America, and First National Bank.  Many times these scholarship donations were 
through the financial institution’s charitable foundation.  Amounts varied from a low of $25 to a 
high of $5,000.111 

To determine whether any of these scholarships was inappropriately used, we tracked the 
receipt of these scholarship funds through OSFS accounts.  It appears that in all instances the 
scholarship funds were administered by OSFS for the benefit of students and passed directly on 
to students in the form of scholarship monies granted.  However, as of the date of this report, we 
are still performing audit inquiries on OSFS accounts to ensure that no designated scholarship 

                                                 
110 See U. T. Austin’s 2003-2004 Federal Subsidized Stafford Loan / Unsubsidized Stafford Loan Lender 

List, attached at Exhibit E.  (That list ranks Nellie Mae #1.  Nellie Mae subsequently moved to #5 the following year 
and has fallen in ranking consistently since then.) 

 
111 It appears some of the smaller amounts may have been matches of lender employee contributions. 
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funds were used by OSFS for other than direct scholarships to students.  If any inappropriate 
activity is found, we will provide a supplement to our report on those findings. 

Second, in our document review, we found that Dr. Burt also approved the solicitation of 
lenders to underwrite the cost of, and to participate in, presentations by OSFS personnel to high 
school students concerning the financing of college costs.  OSFS personnel regularly give 
presentations to high school students concerning the affordability of college, and U. T. Austin 
routinely bears the cost of these presentations.  In 2003, Dr. Burt approved a solicitation to some 
student lenders whereby OSFS would “partner” with lenders who would be willing to bear the 
costs of the presentations.112  Under the proposed arrangement, the lenders would also be able to 
make presentations concerning their own loan programs.  Several lenders agreed to the 
proposal.113 

When we interviewed OSFS employees, we inquired as to whether they recalled any joint 
presentations or trips with student lenders.  Miguel Wasielewski, who is in charge of outreach 
programs at OSFS, recalled one specific instance where OSFS and student lenders traveled to 
South Texas together and, over the course of a week, shared the stage while making 
presentations to high school students.114  Mr. Wasielewski stated that OSFS evaluated the 
“program” and discontinued it after only one occurrence because OSFS did not believe it was 
effective for prospective students.115  We have not seen any documents or heard any statements 
that led us to believe this “program” is currently continuing at OSFS. 

We have not yet determined whether any student lenders actually underwrote OSFS 
presentations made in South Texas.  As mentioned above, we are still performing audit activities 
on OSFS accounts and will supplement this report if we discover any monies contributed by 
student lenders in response to Dr. Burt’s solicitation. 

In sum, it appears that OSFS was diligent and responsible in tracking receipt of direct 
benefits from student lenders.  Although we are still performing audit activities, in the two 
instances where such benefits were received, we found that direct benefits were conferred upon 
students and that OSFS itself did not inappropriately or disproportionately benefit from those 
gifts. 

                                                 
112 See January 21, 2003 and February 14, 2003 e-mails from Miguel Wasielewski to Lawrence Burt 

(discussing the proposal to the lenders and lenders’ responses) attached as Exhibit U. 
 
113 See February 14, 2003 e-mail from Miguel Wasielewski to Lawrence Burt (identifying those lenders 

who responded favorably to the proposal) attached as Exhibit U. 
 
114 May 2, 2007 Interview with Miguel Wasielewski (Assistant to the Director and in charge of the 

Community & Outreach programs). 
 

115 May 2, 2007 Interview with Miguel Wasielewski (Assistant to the Director and in charge of the 
Community & Outreach programs). 
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IX. OSFS MANAGEMENT’S LACK OF AWARENESS REGARDING  
ETHICS AND CONFLICTS OF INTEREST ISSUES 

We interviewed most of Dr. Burt’s top management team during our investigation.  
Among those interviewees, we found an almost complete lack of awareness related to basic 
ethics and conflicts of interest principles.  The management team failed to implement even the 
most basic processes and procedures necessary to handle ethics and conflicts of interest issues as 
they arose.  To put this into perspective, it is important to recall the words of Dr. Burt, who 
described OSFS as an office that moves one-third of a billion dollars a year, pursuant to federal 
regulation, from private lenders and other financial aid servicers, through OSFS, into the hands 
of students attending U. T. Austin.116  The mission of OSFS requires it to ethically and 
responsibly sit in the middle of the triangle between the federal government, private lenders, and 
college students.  This is an important responsibility, and one that must be carried out with the 
highest regard for ethical conduct and accountability. 

Despite the prominent position and important function of OSFS, our investigation found 
no evidence that OSFS management paid even the most basic attention to ethics and conflicts of 
interest.  OSFS management employees were repeatedly questioned on their knowledge of, and 
training in, ethics and conflicts of interest.  Most vaguely recalled online training they were 
required to take when they first became employees.  Departmentally, there was no follow up on 
this training.  No one interviewed ever recalled a single instance when Dr. Burt spoke to them 
about ethics and conflicts of interest or gave them any guidance on how to deal with lender 
representatives.  Perhaps Dr. Burt himself was failed by not being provided adequate ethics 
training.  However, neither Dr. Burt nor anyone else on his management team implemented any 
processes or procedures to address ethics and conflicts of interest issues.  No attempt was made 
to value gifts that were received.  No formal process was in place for staff employees to clear 
interaction with, or seek guidance from, management about student lender representatives.  No 
written guidelines existed within OSFS for employees to rely upon when being entertained by 
student lenders. 

As director of OSFS, Dr. Burt was responsible for leading his employees in all respects.  
In the final analysis, the absence of sufficient ethics and conflicts of interest awareness and 
training must be laid at his feet.  If the proper training and appropriate knowledge was not 
provided, he needed to seek it. 

Many of the situations discussed in this report could have, and should have, been dealt 
with through adequate documentation and a defined process for dealing with conflicts of interest.  
In some cases, simple disclosure and recusal would have solved even the appearance of 
impropriety.  However, this type of ethical decision-making simply did not occur because 
management did not make it a part of the culture of OSFS. 

Dr. Burt’s own employees in OSFS feel that he failed them in this regard.  No one 
interviewed was aware of Dr. Burt’s ownership of Student Loan Xpress stock prior to its public 
disclosure in the newspapers.  All employees interviewed were “surprised” or “shocked” that he 

                                                 
116 April 19, 2007 Interview with Dr. Lawrence Burt. 
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owned Student Loan Xpress stock and stated their opinion that they would have, and he should 
have, avoided such a conflict of interest.  Two of the employees interviewed stated their belief 
that because of these failings, Dr. Burt no longer has the credibility or authority to lead OSFS. 

X. CONCLUSIONS AND RECOMMENDATIONS 

This report has detailed the results of our investigation of Dr. Burt, in his role as the 
director of OSFS, and of the practices of OSFS with regard to student lenders and, specifically, 
the creation and maintenance of lender lists.  Not having express investigatory powers (civil or 
criminal), acknowledging we have not interviewed some potentially key witnesses (i.e., Fabrizio 
Balestri and Robert DeRose), and stating that we are still performing some audit work related to 
OSFS accounts, we looked into the following areas and now make the conclusions and 
recommendations set forth below.  Of course, our recommendations must be considered with 
regard to any new requirements that may be imposed on university financial aid offices and the 
student loan industry generally by new federal and/or state legislation. 

1. Inquiry:  The process and procedure by which OSFS lender lists were 
created and maintained. 

• Conclusions:  Independent of any ethical concerns, the process by which 
OSFS created and maintained lender lists was flawed in several material 
respects. 

• Decision-making power with regard to lender lists was inappropriately 
concentrated in one person, Dr. Burt. 

• Lack of objective criteria led to an opaque process with no accountability. 

• The best interests of student borrowers were not the overriding 
consideration in creating and ordering OSFS lender lists. 

An independent ethical problem existed with regard to creation of the OSFS 
lender lists.  OSFS personnel used as a criterion for inclusion on lender lists “OSFS 
visibility,” which amounted to ranking lenders by the amount of treats and related 
benefits provided to OSFS staff.  This is an inappropriate criterion that never should have 
been considered because it elevates benefits to staff above the best interests of students. 

Recommendations:  To the extent that there is a prior determination that lender 
lists would benefit students, OSFS should only use lender lists under the following 
guidelines: 

• The guiding principle must be the creation and maintenance of a lender list 
comprised of those lenders that provide the maximum benefit to the 
greatest number of student borrowers. 

• OSFS should establish a defined set of objective criteria for inclusion on 
its lender lists and should disclose those criteria to lenders and students 
alike.  Any lender that meets the objective criteria should be included on 
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the relevant list.  OSFS can structure the criteria to control the size of the 
lender lists. 

• Lenders should be listed on lender lists in alphabetical order.  To the 
extent OSFS determines that ordering creates benefits for lenders at the 
top, the list should be rotated on a regular basis to compensate for that 
effect. 

• An objective third party outside of OSFS should annually audit the lender 
list creation process and certify that it is being created and maintained 
according to the principles enunciated above. 

2. Inquiry:  Dr. Burt’s receipt and ownership of stock in Education Lending 
Group at a time when he was overseeing operations of OSFS. 

Conclusions:  Dr. Burt did own stock in Education Lending Group, the parent 
company of Student Loan Xpress, during the time that Student Loan Xpress was placed 
and maintained on various OSFS lender lists. 

Dr. Burt was aware that he owned Education Lending Group stock and that 
Education Lending Group was the parent of Student Loan Xpress when he, and he alone, 
made the decision to place Student Loan Xpress on various OSFS lender lists. 

Dr. Burt paid for all of the shares he owned in Education Lending Group, but it is 
unclear whether he paid full value for those shares. 

Dr. Burt’s opportunity to purchase 1,500 share equivalents of Education Lending 
Group was a benefit conferred on him either because of his status as director of OSFS or 
because of his long-standing personal relationship with Fabrizio Balestri. 

Regardless of the precise reasons, Dr. Burt was extended a unique opportunity to 
buy shares in Education Lending Group in a private transaction.  Given the totality of the 
circumstances, his acceptance of that opportunity and his investment in Education 
Lending Group violated U. T. Austin’s standards of conduct and the Regents’ Rules and 
Regulations. 

Dr. Burt maintained an extremely close relationship with Education Lending 
Group and the various ways that relationship manifested itself created an appearance of 
impropriety with regard to Student Loan Xpress. 

Recommendations:  Independent of state and university financial interest 
disclosure requirements, management employees of OSFS should be required to annually 
disclose all ownership interests, employment, consulting, and similar relationships with 
any entities involved in the student lending industry regardless of the value of such 
holdings or income.  OSFS, with the assistance of U. T. Austin administration, should 
develop a code of conduct for its employees that prohibits relationships with student 
lenders that create conflicts of interest or the appearance of such conflicts.  In developing 
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this code of conduct, OSFS should be mindful of pending federal and state legislation 
that may mandate a baseline for any such code of conduct. 

3. Inquiry:  Service by OSFS employees on student lender advisory 
committees. 

Conclusions:  Dr. Burt and several other employees of OSFS served on student 
lender advisory committees. 

In general, service on student lender advisory committees by OSFS staff members 
was appropriately organized to enhance those staff members’ job functions in OSFS. 

No OSFS employee was paid for service on a student lender advisory committee. 

OSFS employees were reimbursed for travel, lodging, and entertainment expenses 
associated with attendance at student lender advisory committee meetings. 

Service on student lender advisory committees by OSFS employees and 
reimbursement of expenses did not violate Texas ethics laws or U. T. System or U. T. 
Austin policy regarding such service and reimbursement. 

Recommendations:  Given the current state of nationwide investigations being 
conducted in the student loan industry, OSFS employees should avoid service on student 
lender advisory committees for the time being.  OSFS employees should only return to 
student lender advisory committee service if, and when, the industry and The University 
established standards for service on such committees and U. T. Austin can be assured that 
service on those committees is organized and implemented so as to guard against the 
appearance of or actual impropriety. 

4. Inquiry:  Provision of direct benefits to OSFS operations by student 
lenders. 

Conclusions:  Subject to verification by final audits of OSFS accounts, OSFS 
appears to be free of the egregious arrangements reported in the student lending industry, 
such as revenue-sharing, deceptive outsourcing, or inappropriate co-branding or other 
cooperative initiatives between student lenders and financial aid offices. 

OSFS did benefit from the use of free CFS Collegexit software.  There were 
legitimate reasons for its having done so.  The decision to use the software, however, 
raises questions in light of Dr. Burt’s broader inappropriate relationship with CFS. 

OSFS did benefit from the free use of Nellie Mae software used to electronically 
generate award letters sent to students. 

Use of the free Nellie Mae software by OSFS was for a short duration while 
OSFS developed its own award presentation software. 
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Use of the Nellie Mae software did not harm students and, in fact, most likely 
benefited students to the extent that it allowed OSFS to serve students through the timely 
and accurate presentation of award letters. 

OSFS accepted and administered scholarship monies provided by companies 
involved in student lending. 

Subject to verification by final audits of OSFS accounts, these scholarship monies 
were appropriately handled by OSFS and, in all cases examined, scholarship monies 
reached students without any benefit to OSFS. 

Finally, provision of free software to OSFS by CFS and Nellie Mae comported 
with the Department of Education guidelines regarding assistance lenders may legally 
provide to student financial aid offices under federal anti-inducement statutes. 

Recommendations:  Pending final audit of OSFS accounts, no recommendations 
stem from inquiry number 4. 

5. Inquiry:  General awareness and application of and training with regard to 
state ethics and conflicts of interest laws. 

Conclusions:  Among OSFS management employees, there is a general lack of 
awareness of basic ethics and conflicts of interest principles. 

Follow-up training on basic ethics and conflicts of interest in OSFS was lacking. 

There was no culture or “tone-at-the-top” communicated to OSFS employees 
regarding ethics and conflicts of interest. 

There is an absence of any written procedures or processes for dealing with 
ethical and conflicts of interest issues in OSFS. 

Recommendations:  U. T. System and U. T. Austin’s commitment to transparent, 
ethical, and accountable administration and management must be communicated to, and 
become a part of, the culture of OSFS. 

U. T. Austin should insist on more frequent acknowledgement of its standards of 
conduct by all OSFS employees. 

Even though the director of OSFS does not technically make decisions regarding 
contracts, because the office handles an important function involving significant sums of 
money and students’ interests, the director and perhaps upper management of OSFS 
should be required to complete annual financial disclosure and conflict of interest 
statements.  As stated earlier, the financial disclosure as to student lenders should be 
without regard to value of the financial interest. 

Our investigation also leads us to make the following additional 
recommendations: 
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• All of the major processes and procedures employed by OSFS should be 
subjected to a periodically recurring comprehensive review or audit by objective 
external sources. 

• As part of a comprehensive code of conduct governing OSFS, with regard 
to OSFS’s future interaction with student lender representatives, OSFS, with the help 
of U. T. Austin administration, should promulgate written rules and expectations for 
lender representative visits and entertainment that are uniquely suited to deal with the 
position of OSFS in the student loan industry. 










































































































































































































