



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING

DATE:

August 22, 2008

TIME:

10:00 a.m.
PLACE:
Wooddale Tower

Mr. F. Travis Lavigne, Jr., Commission and Authority Chair, called the meeting of the Joint Executive Committees to order at 10:07 a.m.

The following members of the Commission’s Executive Committee were present:




Mr. F. Travis Lavigne, Jr.



Mr. Pat Strong




The following members were absent:



Mr. Tony Clayton



Dr. Sandra Harper


Mr. Jimmy Long


Two members were present and this did not represent a quorum.  

The following members of the Authority’s Executive Committee were present:



Mr. F. Travis Lavigne, Jr.



Mr. Pat Strong



Mr. John Williams


The following members were absent:



Dr. Sandra Harper



Mr. Jimmy Long


Three members were present and this did not represent a quorum.  

Other members present were:



Mr. Michael Murphy



Ms.Theresa Hay



Mr. Chas Roemer



Mr. Jamal Taylor


Dr. Robert Gargano


Ms. Baier and Dr. Harper joined the meeting in progress.  


Mr. Lavigne noted there are several vacancies on the Commission and Authority, including Bruce Busada, who recently resigned after serving for many years.  Mr. Lavigne temporarily appointed Ms. Hay, Dr. Gargano, Mr. Murphy and Mr. Roemer to the Commission’s Executive Committee, effecting a quorum, and he also temporarily appointed Mr. Jamal Taylor to the Authority’s Executive Committee, effecting a quorum. 

 
The following staff members were present:  


Ms. Melanie Amrhein



Dr. Sujuan Boutte’


Mr. Kelvin Deloch



Mr. George Eldredge



Mr. Jack Hart



Ms. Christy Marchand



Ms. Mathilde Rivera



Mr. David Roberts



Ms. Alice Thibodeaux


Under Introductions and Announcements, Mr. Lavigne introduced and welcomed Mr. Jamal Taylor, Dr. Michael Gargano and Mr. Chas Roemer.  

The minutes of the June 12 Joint Executive Committee meeting were presented for review and approval.  Ms. Hay made a motion for approval.  Mr. Strong seconded the motion and it carried unanimously.

Under Program Updates, Ms. Amrhein stated that the staff will plan an orientation meeting for new members within the next two to three months.  

Dr. Boutte presented the START Saving Program updates.  The breakdown by START investment options dated July 31, 2008, indicates that the majority of participants continue to invest in the Louisiana Principal Protection option.  The START activity report reflected the monthly statistics for new accounts, deposits, etc. 

An update regarding Vanguard’s modification of the investment policies for their Total International Stock Index Fund (VGTSX), to enable the fund to invest directly in common stocks of European, Pacific and emerging markets companies, was also provided.  


The monthly financial reports were provided to members. Ms. Amrhein provided background to new members relative to the two funds managed by the agency.  The agency operating fund includes those funds which are received from defaulted loans and other ways of earning revenues, and that is money that is the agency can spend for operational purposes as well as for student financial aid programs and support.  The monies in the second fund, the federal fund, is a very specific fund.  It is the property of the federal government and is used only to pay claims on defaulted loans.  


Mr. Hart reviewed the monthly reports.  He stated that the operating fund has a net asset balance at the end of June of $4.6 million and the federal fund has a balance of $11.7 million.


Continuing into the reports, he noted that the operating statement of the federal fund does not show significant activity currently because, since April 1, 2007, through September 30, 2009, under an agreement with the Department of Education, all default claims are being paid by ECMC, and they also receive the reinsurance from the federal government.  The most significant activity is that the agency received a 4.5 million dollar appropriation from the state general fund to help increase the net asset balance, because at one time in the past, it had fallen below the required minimum reserve ratio of .25%.  


The fiscal reports also showed the activity for the month of June, and the reserve ratio and loan loss allowance.  Mr. Hart noted that the reserve ratio is up to .61%, because of the appropriations received from the state general fund of 4.5 million in both of the last two years.  He added that the loan loss allowance has actually gone down from what it was at the beginning of the fiscal year, by $49,000.00.   

Ms. Amrhein explained that, by federal law, the agency is required to retain a .25% reserve ratio.

Included in Program Updates was House Bill 1 and the agency’s appropriations letter for the new fiscal year.  It shows the agency’s means of financing and table of organization.  The agency currently has 148 positions authorized under this budget year.  This is the same number as the previous year but the agency is fortunate in that the proposed budget sought to cut 19 positions, but staff was able to work with the Budget Office and legislative staff to save those positions.


Also included in Program Updates was the LOSFA Loan Administration Guaranteed Loan Volume report.  Ms. Amrhein stated that the agency was very aggressive in its initial projections, with a very high goal of $389 million dollars.  The actual amount guaranteed was $227 million, which still represents in excess of a 25% increase over the prior year.   The next chart provided, which starts this new fiscal year, shows that the projections were revised and were lowered somewhat to be more realistic. Ms. Amrhein pointed out that the actual July figures shows the agency obtained $66 million in student loan guarantees, which is 140% over the projection.  Based on this increase, she feels the agency will have a very successful year.

The next chart gave a comparison of years from 2002/03 to 2008/09, which provides perspective on the financial roller coaster that the agency has been on for the past few years.  


The final charts showed loan volume by individual campuses for the month of July as well as a cumulative basis by federal fiscal year.   

In response to an inquiry by Dr. Gargano, Ms. Amrhein explained that the individual institutions calculate their cost of attendance for each student based on federal regulations.  They have to use actual tuition/fees, room and board based on different categories, etc.  There is also an allowance for books and supplies.  There are different methods that schools can use to compute the amounts.  Students then receive their financial aid based on the cost of attendance, whether they qualify for need based aid, state aid, etc.  Student loans are the last piece of the puzzle.  

Mr. Eldredge provided an update on SB 718, the Ethics legislation.  He reported that Act 472 went through many changes and amended Act 1 of the First Extraordinary Session of 2008 that established reporting requirements for members of commissions.  Even with the amendments, there are some questions as to applicability that won’t be answered until the Ethics Board is reconstituted, promulgates some regulations that explain how the law works, and probably issue some opinions as well.  Mr. Eldredge advised that members should anticipate having to file a report next year for this year.  The report, though, is much less onerous than what was originally envisioned by the legislators.  Essentially members would be reporting any contracts they have with the state as well as gaming interests,  For new members, he added that part of the question is whether this Commission or the Authority invests/expends/disburses in excess of ten thousand dollars a year.  The question exists because there is no money appropriated to the Commission or to the Authority.  

The next item included in Program Updates was a letter from Ms. Amrhein to Mr. Richard Criswell, with the Federal Student Aid Office.  The agency was asked to supply certain information regarding relationships of the Commission members and contractors, and the agency has responded.  She noted that this request was made of all guarantors.  

Mr. Eldredge requested that members who had not completed the questionnaire recently sent out please do so.  He added that the questionnaire was virtually identical to the annual questionnaire sent out by the Legislative Auditor’s Office.  

The next inclusion in Program Updates was the agency’s most recent update to the management plan.   The final update will be submitted in December and Ms. Amrhein stated that she anticipates the agency will be released from the requirements of the management plan at that time.  

The Lender of Last Resort lender participation agreement with the Louisiana Public Facilities Authority was provided to members.  Ms. Amrhein explained that this means if a student or school cannot find an eligible lender for their student, then LPFA would make the loan.  Mr. Lavigne commended Ms. Amrhein for her work and that of the staff in developing this relationship.


Mr. Eldredge provided a final summary update on legislation affecting the role, scope or mission of the Commission from the 2008 Regular Session.  The update included the published acts which were not available at the last meeting.  He also provided a summary of “Other Important Legislation” which included some of the Ethics legislation as well as terms limits legislation.  

It was noted that the name of the Tuition Opportunity Program was changed to Taylor Opportunity Program, and Ms. Amrhein confirmed that all agency publications and materials have been changed accordingly.  


A chart providing the TOPS tuition amounts for the 2008-09 award year, by institution, was provided.  Dr. Boutte’ explained the procedure by which the amounts were determined.  


The next update was the Memorandum of Understanding between Baton Rouge Community College (BRCC) and LOSFA.  Ms. Amrhein reported that under an agreement the agency has with the Education Credit Management Corporation Foundation, the Foundation will fund outreach efforts.  One of those outreach efforts is the College Access Center, which will function as a satellite office.  Staff has worked with BRCC to identify an actual physical space where this office can be physically set up.  Efforts are underway to find a coordinator; however, this is a short-term, one-year contract.  If the initiative works well, staff may try to find a way to independently finance it in the future.  

The next program update is titled “Summary of Key Provisions of the Higher Education Opportunity Act Affecting Student Loans”.  This is a synopsis of only what the Act does to the Student Loan Program.  Ms. Amrhein explained that the Higher Education Act is supposed to be reauthorized every five years; however, it was last reauthorized in 1998.  For the last five years, this has been bantered back and forth and between the House and the Senate and they could come to no agreement on how it should be revised.  During that span of time, the Act was extended 14 times, and at least four other acts were enacted in the interim that had significant effect on guarantors.  Ms. Amrhein encouraged the members to review the update.  


The final update was a report of the most recent Advisory Committee meeting.  


Under Old Business, it was proposed that the Joint Executive Committee consider publication of final rule to amend Sections 107, 307 and 315 of the START Saving Program rules to adopt interest rates to be applied to deposits and earnings enhancements in eligible accounts for the year ending December 31, 2007; to redesignate references to the “Earnings Enhancements Fund” as the “Saving Enhancement Fund” and to redesignate the maximum of deposits in an account for which earnings enhancements will be paid from “Fully Funded Account” to “Earnings Enhancement Cap”.  At its March 25, 2008, meeting, the Authority’s Executive Committee authorized publication of a notice of intent to effect the rule changes.  The notice of intent was published on May 20, 2008.  No comments have been received.  Mr. Roemer made a motion for approval.  Ms. Hay seconded the motion and it carried unanimously.  

Mr. Strong suggested that staff develop a procedure so that, in the future, when no comments are received on published notices of intent, that the final rules be automatically approved by the Commission or Authority.  Mr. Eldredge stated he will research the law and report back to the Commission.


It was also proposed that the Executive Committee consider publication of final rule to amend Sections 301, 507 and 1301 of the Scholarship/ Grant rules to change the TOPS definition of “Tuition” to include programs with approved alternative scheduling formats, to clarify the deadlines for students from returning out-of-state colleges, and to correct a citation in the Leveraging Educational Assistance Partnership provisions.  
At its March 25, 2008, meeting, the Commission’s Executive Committee authorized publication of a notice of intent to effect rule changes.  The notice of intent was published on May 20, 2008.  No comments have been received.  Mr. Strong made a motion for approval.  Ms. Hay seconded the motion and it carried unanimously.  

Under New Business, it was proposed that the Executive Committee consider Budget Adjustment 08 #01 for Fiscal Year 2007-2008.  As a result of the need for additional funding for the Go Grant Program, BA-7 08 #01 reflects an increase of $1,873,768 in the State General Fund Means of Financing for the Go Grant Program by reducing the State General Fund Means of Financing for the TOPS program by $1,873,768.  There is no cost impact to the agency as a result of the transfer of funds.  After discussion, Mr. Roemer made a motion for approval.  Mr. Murphy seconded the motion and it carried unanimously.

Ms. Hay reported that the Board of Regents came very close to their projections for the first year of the Go Grant Program.  After the second year, there will be historical data available to assist in making projections.  

It was proposed that the Executive Committee consider Budget Adjustment 08 #02 for Fiscal Year 2007-2008.  BA-7 08 #02 reflects a decrease of $149,904 for the Administrative/Support Services Program, $225,912 for the Loan Operations Program and $10,662 for the Scholarship/Grant Savings Program.  These funds were surplus due to Executive Order BJ 2008-03 which placed a hiring freeze on all positions that became vacant as of January 15, 2008.  Executive Order BJ 2008-03 expired on June 30, 3008.  After discussion, Dr. Gargano made a motion for approval.  Mr. Murphy seconded the motion and it carried unanimously.  

It was proposed that the Executive Committee consider and act upon requests for exception to the TOPS regulatory provisions that require students to enroll full-time, to remain continuously enrolled, and to earn at least 24 credit hours during the academic year.  Mr. Eldredge reviewed the evaluation process by which requests are presented to the Commission.  Staff recommended approval of requests submitted by Jordan (0418), Genny (9947), Brittanny (6745), Megan (1225), Brittney (4308), Ashley (2509), Joanna (4655), Andre (8624), Rachel (9557), Lauren (0597), Ainslee (1262), Aaron (5923), Darrell (0579) and Stefon (7145).  There were no recommendations for denial.  After discussion, Mr. Williams made a motion for approval.  Mr. Strong seconded the motion and it carried unanimously.  

It was proposed that the Executive Committee consider amending the Memorandum of Understanding (MOU) with the Louisiana Board of Regents (BOR) concerning the administration of the Health Care Educator Loan Forgiveness Program and that it consider rulemaking to implement the program.  At its last meeting, the Executive Committee authorized the Executive Director to enter into the MOU with the Board of Regents to provide the rights and responsibilities of each party in accordance with a framework developed by Regents.  During the course of the drafting of rules, it was determined that the MOU and framework should be amended to reflect that Regents is responsible for the collection of data and will then provide that data to LOSFA.  After discussion, Mr. Taylor made a motion to authorize the Executive Director to enter into the amended Memorandum of Understanding with the Board of Regents, to adopt the proposed emergency rules, and to publish notice of the emergency rules and notice of intent to make these rules permanent.  Dr. Gargano seconded the motion and it carried unanimously.  

It was proposed that the Executive Committee consider rulemaking to amend Sections 305, 309 and 311 of the START Saving Program rules to clarify the trade date.  In the course of negotiating a contract with Vanguard Group, it was determined that the rules should be amended to clarify that all transactions, including web-based transactions, will be assigned a trade date of one day after receipt of a request.  After discussion, Mr. Roemer made a motion to authorize the Executive Director to adopt the proposed emergency rules and to publish notice of the emergency rules and notice of intent to make these rules permanent.   Mr. Williams seconded the motion and it carried unanimously.

It was proposed that the Executive Committee consider rulemaking to amend Sections 103, 301, 504, 701, 703, 803, 1001, 1401, 1403, 1405, 1407, 1409, 1413, 1415, 1417, 1705, and 1901 to implement Acts 460, 652, and 754 of the 2008 Regular Session of the Louisiana Legislature and to amend Chapter 14 to rename the Dual Enrollment Program as the Early Start Program; to amend the initial eligibility requirements; to provide definitions for Career Area of Concentration, Census Day, and LAICU; and to add LAICU members to the postsecondary institutions authorized to participate in the program.  The proposed rulemaking will implement changes to the programs as enacted by legislature during the 2008 Regular Session.  After discussion, Dr. Harper made a motion to adopt the proposed amendments in emergency rules, authorize the Executive Director to publish notice of the emergency rules and authorize the Executive Director to publish notice of intent to make these rules permanent.  Mr. Taylor seconded the motion and it carried unanimously.  


It was proposed that the Executive Committee consider appropriate action on the request of Delgado Community College to not seek recoupment of Go Grant awards made to ineligible students during the 2008-09 academic year.  Committee members voiced concern regarding the fact that Delgado is the only institution that misunderstood how to calculate the Estimated Cost Gap (ECG) in determining if their students qualified for Go Grants.  After discussion, Mr. Murphy made a motion to defer action until an audit is performed at Delgado.  It does not preclude the Commission from considering the matter at a later date.  Ms. Baier seconded the motion and it carried unanimously.  
   
It was proposed that the Executive Committee accept the proposed plan of action for the inclusion of the Louisiana Legislative Auditor’s findings into the Audit Division’s annual risk assessment for selection and performance of program reviews of the state colleges and universities.  The 2007 Single Audit Report, performed and disseminated by the Legislative Auditor, showed findings related to the federal student loan (FFEL) program administered by LASFAC at LSU – Alexandria, Southern University and A&M College, Southern University - New Orleans and Southern University- Shreveport/Bossier City.   LOSFA’s Audit Division has reviewed the deficiencies and will incorporate them into the next college risk assessment, to be performed in spring 2009.  After discussion, Mr. Roemer made a motion to accept the proposed plan of action.  Dr. Gargano seconded the motion and it carried unanimously.


It was proposed that the Executive Committee consider ratifying the Executive Director’s execution of a contract with Network Technology Group, Inc., (NTG) to provide electronic data back-up storage and disaster recovery/business continuity services.  Complications arose when the original contractor, Truistic Solutions, Inc., failed to timely pay a subcontractor, Terian Solutions, Inc., and Terian would not allow LOSFA to back up its data indefinitely.  The agency entered into a 30-day contract with Terian so that the agency would continue to meet the requirements of its disaster recovery/business continuity plan.  Ultimately, NTG was approved as a contractor and the agency moved its data, back-up processes and disaster recovery equipment to the NTG site.  After discussion, Mr. Strong made a motion for approval.  Mr. Williams seconded the motion and it carried unanimously.

It was proposed that the Executive Committee consider adoption of the monetary amount that will constitute average award amount (TOPS Tech), which will be the amount awarded to TOPS recipients who are enrolled in a vocational or technical education certificate or diploma or a non-academic undergraduate degree program at a LAICU college or university during the 2008-2009 academic year. The Commission’s rules require the Average Award Amount (TOPS Tech) be computed based on the actual payments made in the prior academic year to all students enrolled in a program for a vocational or technical education certificate or diploma or a non-academic undergraduate degree attending public colleges and universities that do not offer academic degrees at the baccalaureate level, divided by the total number of students that received the awards.  Based on an annual average amount of $979.08, staff recommends rounding the amount to the nearest even dollar amount of $980.00.  Staff also recommends that institutions with multiple terms/semesters be required to prorate billing according to the number of such terms and semesters, not to exceed the annual amount.  For programs that are one term in length, the institution may charge one-half of the annual average tuition amount.  After discussion, Dr. Harper made a motion for approval.  Ms. Hay seconded the motion and it carried unanimously.


It was proposed that the Executive Committee consider Wednesday, October 1 and Wednesday, November 5 as the meeting dates for the remainder of 2008.  Dr. Harper made a motion for approval.  Mr. Taylor seconded the motion and it carried unanimously.

It was proposed that the Executive Committee consider ratifying an extension of its contract with Vanguard Group, Inc., and authorize the Executive Director to execute a second contract extension, if necessary.  It was explained that in the course of negotiating a new contract, it was realized that the method by which trading takes place, using software belonging to Innovative Software Solutions (ISS),  could be misconstrued to make it appear that LOSFA is an agent under the provisions of the Securities and Exchange Act of 1934.  On July 17, the Executive Director, Treasurer and Vanguard agreed by letter to extend the contract for a period not to exceed 60 days.  Staff proposes the second 60 day contract extension to allow staff, Vanguard and ISS time to devise a permanent solution to the issue.  After discussion, Ms. Baier made a motion to ratify the extension of the current contract and authorize the Executive Director to execute a second contract extension, if necessary.  Mr. Strong seconded the motion and it carried unanimously.  

Ms. Amrhein reported that the annual Executive Strategic Planning meeting is scheduled September 3-4, 2008, and invited all members to attend.  
There being no further business, Mr. Taylor made a motion to adjourn at 12:18 p.m.  Mr. Murphy seconded the motion and it carried unanimously.  
APPROVED:







F. Travis Lavigne, Jr.






Chairman
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