



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING
DATE:
January 21, 2010
TIME

10:30 a.m.
PLACE:
Louisiana Retirement Systems Building


Mr. F. Travis Lavigne, Jr., Commission and Authority Chair, called the joint meeting of the Executive Committees to order at 10:55 a.m.

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



Mr. F. Travis Lavigne, Jr.


Dr. Sandra Harper



Mr. Jimmy Long

Also present were Commission Members:



Mr. Brock Dubois



Dr. Michael Gargano



Mr. Walter Guidry



Mr. Michael Murphy


Three members were present and this did not represent a quorum.  Mr. Lavigne temporarily appointed Mr. Murphy, Mr. Guidry, Dr. Gargano and Mr. Dubois effecting a quorum.


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



Mr. F. Travis Lavigne, Jr.


Ms. Barbara Baier


Dr. Sandra Harper



Mr. Jimmy Long



Mr. John Williams

Also present were Authority Members:



Mr. Brock Dubois



Dr. Michael Gargano



Mr. Walter Guidry



Mr. Michael Murphy

Five members were present for a quorum.  Mr. Lavigne encouraged all members
present to engage in discussion of agenda items.

The following staff members were present: 
  
Ms. Melanie Amrhein

Mr. Brock Avery

Dr. Sujuan Boutte’

Ms. Devlin Clark

Mr. Kelvin Deloch

Mr. George Eldredge


Ms. Carol Fulco

Mr. Jack Hart


Ms. Mary Jane Lange

Ms. Suzan Manuel


Mr. Jason McCann

Mr. Richard Omdal


Ms. Deborah Paul

Mr. David Roberts


Ms. Alice Thibodeaux



Mr. Gus Wales


Ms. Lynda Whittington



Under Introductions and Announcements, Ms. Amrhein announced that Mr. Winfred Sibille will replace Ms. Burkhalter as the representative from the University of Louisiana System and will be at the February meeting.  Mr. Lavigne commended Ms. Burkhater for her active involvement and dedication to serving as a member of these two governing boards.  Mr. Lavigne stated that Mr. Sibille has assumed the Chair of the University of Louisiana System Management Board and according to statute is appointed to serve on the Louisiana Student Financial Assistance Commission and the Louisiana Tuition Trust Authority.

Mr. Lavigne also stated that Mr. Tony Clayton will soon be appointing Mr. Patrick Bell from the Southern University System Management Board to serve and he should be at the February meeting.

The minutes of the November 17, 2009 Joint Executive Committee meeting were presented for review and approval.  Mr. Long made a motion for approval.  Mr. Guidry seconded the motion and it carried unanimously. 

Under Program Updates, Mr. Roberts presented the School and Lender Services (SLS) and the Public Information and Communication (PIC) reports for period ending December 31, 2009.  Mr. Roberts stated outreach was done at 35 schools during the months of November 2009 and December 2009.  He stated there were 9,060 attendees total for these events.  Mr. Lavigne asked if parents have the opportunity to attend these events?  Mr. Roberts stated that many parents attend the evening and weekend events.

Ms. Baier asked how the location is decided for these events?  Mr. Roberts stated that outreach is done throughout the state.  He explained that in efforts to accommodate students and parents in the northern part of the state to attend the upcoming College Goal Sunday event, the agency offered to provide a bus to take them to and from the event.  He stated that no one has signed up for this service.  

Mr. Roberts stated that the new START commercial began airing last week.  In a week’s time, over 100 people have visited the website.  Mr. Roberts noted that the new commercial is proving to be effective.   


Mr. Hart presented the Federal Fund and Agency Operating Fund financial statements for the period ending December 31, 2009.  He stated that at the end of December 31, 2009, the agency had a $ 5.7 million reserve in the operating fund and $ 9 million in the federal fund.  Mr. Hart stated the agency’s reserve ratio is .67% which is well over the minimum reserve requirement of .25%.  He reviewed the current month and year-to-date net assets of the operating fund for the months of October – December 2009.  He stated the agency has an increase in net assets of $314,000, which when added to the beginning net assets gives $5.7 million as of December 31, 2009.  

Ms. Amrhein presented a final report from Educational Credit Management Corporation (ECMC).  Ms. Amrhein stated that following Hurricanes Katrina and Rita the agency’s federal fund was not sufficient to handle the number of default claims received.  Consequently, the agency, along with the Department of Education, entered into an agreement with ECMC, which is a third-party guarantor.  ECMC began to service those defaults for the agency.  Ms. Amrhein stated this agreement continued for 2½ years ending in September 2009.  She stated that this was a successful arrangement and a wonderful working relationship was established.  The report presented has been submitted by ECMC to the Department of Education and to ECMC’s Board of Directors showing the success of this endeavor.  The report explains the expectations and results achieved during this agreement.  ECMC transferred funds to restore default aversion fees which went into the agency’s operating fund.  ECMC also paid the agency’s claims, assisted with the subrogation process and sending those to the Department of Education.  Ms. Amrhein stated that even more astounding in this particular agreement is the direct ECMC/GA Operating Fund Support.  She explained that ECMC went above and beyond what was required by the Department of Education.  Ms. Amrhein stated ECMC funded the hiring of a College Access Coordinator, Jason Orgeron, who conducted outreach events for the agency for approximately a year.  Ms. Amrhein noted ECMC also provided marketing resources which the agency will utilize into the future.  

Ms. Amrhein stated that she will submit a management report to the Department of Education including the information from ECMC with hopes of the agency being removed from the management plan.  This report will be submitted within the week and will be included in next month’s packet.  


Dr. Boutte’ presented the START Activity Report for period ending December 31, 2009.  She stated the report shows that each category has increased compared to December 2008.  There were more accounts opened, less accounts closed and deposits as well as disbursements to institutions were higher.  

Dr. Boutte’ presented the next report detailing the breakdown by START Investment Options.  The trend continues to show the majority in the Louisiana Principal Protection Option.


Dr. Boutte’ presented the START average annual returns as of December 31, 2009.  She noted the program’s one year returns are very strong.  Dr. Boutte’ pointed out that the returns for the Louisiana Principal Protection Option and Earning Enhancement Fund are not reported until confirmed by the Treasury Department.  Those numbers will be forthcoming.

Dr. Boutte’ presented the START active accounts by parish.  Dr. Boutte’ explained future endeavors to cross reference all of the programs, i.e., START Saving Program by parish, TOPS enrollment by parish, GO Grant by parish and by school.  This will allow the staff to analyze this information alongside the outreach efforts.  

Dr. Boutte’ presented the GO Grant and Early Start updates.  Early Start reporting has not changed since the time for reporting this information was previously closed for the fall.  Spring billings have not been received to date; however, should be available in February.  Dr. Boutte’ stated the report shows this program is being very well utilized.  There is $2.6 million in the remaining budget.  Dr. Boutte’ stated surveys are being sent to schools to get an estimation of Early Start registrations due to the concern that the remaining budget will not cover all of the billings.  Dr. Boutte’ noted that at this time last year the program did not have available funds to pay the Early Start awards in the spring.  She explained that revisions to the program were made in conjunction with the Board of Regents staff (Regents) to limit students to three credit hours each semester and limit the developmental courses to seniors.  These revisions have allowed the agency to continue to serve students utilizing the funds available.  
            Dr.  Boutte’ explained the GO Grant methodology has changed and has worked well.  Initially, if a student’s Education Cost Gap (ECG - subtracting the students’ full-time Pell Grant amount from the Louisiana basic college cost) was more than $1, the student would receive the $2,000 GO Grant award for the year if enrolled full-time; $1,000 if enrolled part-time and $500 for less than part-time.  The current methodology provides that if a student has an ECG  of greater than $199, the student will receive the actual ECG up to the $2,000, $1,000 or $500 based on enrollment status.  Dr. Boutte’ stated that prior to any budget cuts, the funds remaining for GO Grant awards are $24.4 million.  


Dr. Boutte’ discussed the average ECG as compared to the average payment amount.  She explained the report shows how close the program is coming to the actual ECG for students.  


Mr. Lavigne asked how the agency would respond to criticism that the change in award amounts has negatively affected some students?  Dr. Boutte’ stated her response would be that it would have been negative, if fewer students were served compared to last year.  However, more students have received awards this year.  She stated another factor is that the Pell Grant increased and is expected to increase this year by $200 as well.  

Dr. Gargano asked if the loan amount for the student has increased?  Dr. Boutte’ stated that the agency does not track this amount; however, the average loan debt is tracked.  Ms. Amrhein added the agency has a comprehensive study of the GO Grant report due at the end of February to the Senate.  Staff will research and compare GO Grant students with the Board of Regents database because there is some loan volume data available there.  

Dr. Gargano stated that if the full cost of attendance is not calculated, the students are significantly short-changed.  Dr. Gargano suggested conducting an evaluation of the entire process of need-based aid to make it more accommodating to the students of Louisiana.  


Ms. Amrhein stated the TOPS payment summary by award level for academic year 2009-10 has been distributed for reference and informational purposes as requested.  

Ms. Amrhein discussed the loan volume reports.  Ms. Amrhein explained that in November 2009, based on current trends of schools moving to the Direct Loan Program and the unknown future of the FFEL program for the upcoming academic year, staff re-evaluated the loan volume numbers and revised them downward.  The reports show the loan volume is not expected to be at the level that it has in the past due to the changes and uncertainty.  Ms. Amrhein stated that the major loan processing begins in April and there has been no federal mandate as of yet on student loan reform.  She noted there has not been an extension of the ECASLA legislation which allowed private lenders to continue to make loans under this program.  Ms. Amrhein stated the schools are caught between not having an actual federal mandate to move to Direct Lending but possibly not having any FFEL lenders to rely on to make the loans for next year.  She stated the schools will have to move to Direct Lending for the sake of their students whether there is a bill or not.  This explains that the projected numbers shown on the report are lower than prior year’s actual numbers.  Ms. Amrhein noted the reports show loan volume through the agency at these schools, not the loan volume throughout the state.  

Ms. Amrhein presented the audit of Sallie Mae Guarantor Servicing Operations.  She explained the agency participates in a SAS 70 audit each year because the agency uses Sallie Mae’s processing system and that it is also used by a number of other guarantors.  Ms. Amrhein stated the audit report opines that the controls in place are adequate for this system.  

Ms. Amrhein presented a letter received from the Louisiana Public Facilities Authority (LPFA).  This letter is the notice of termination of the Lender of Last Resort lender participation agreement the agency had with LPFA.  Ms. Amrhein noted the Lender of Last Resort is an issue that the agency will continue to monitor.  She explained that if a school does not move to Direct Lending and comes to the guarantor as their Lender of Last Resort, there are Department of Education provisions that will allow the agency to receive federal advances to do so.  However, the Department has not clarified or given guidance on how to do this.  

Ms. Amrhein discussed the State Aid Programs Presentation that was made to the Post Secondary Education Review Commission (PERC) in December 2009.  Dr. Harper asked if PERC stated any observations about the TOPS versus need-based issue?  Ms. Amrhein stated that several proposals came out of the Commission to change the focus from merit-based to need-based aid; however, the Commission voted down the proposals that were made.  The majority of the PERC members continue to support the structure currently in place.  Ms. Amrhein noted that there was one resolution to study the makeup of aid in the state and that did pass.  

Ms. Amrhein presented a copy of the Executive Order that shows the agency’s mid-year expenditure reduction.  She explained that Schedule 19A is the cut to Higher Education which was $83.9 million of which $7.8 million was assigned to the agency.  The agency’s cut will come from the GO Grant Program.  It is anticipated that this cut will come from a surplus in this appropriation and that all eligible students will receive their award.  In other words, no student will be hurt by this cut.

Ms. Amrhein presented the TOPS Request for Opinion submitted to the Attorney General.  This request was submitted at the request of the Commissioner of Education after a meeting with the agency to determine where to cut the $7.8 million.  Ms. Amrhein noted that questions arose during the Joint Legislative Committee on the Budget last week.  There were questions concerning the cut to the GO Grant and why TOPS was not cut or another part of higher education cut.  Ms. Amrhein also noted that the agency’s responsibility is to administer the programs and the Board of Regents has the policy making authority.  

Under Old Business, it was proposed that the Joint Executive Committee consider publication of final rule to amend Sections 301, 507 and 703 of the Scholarship and Grant Program Rules to implement Act 232 of the 2009 Regular Session of the Louisiana Legislature.  This rule includes reinstatement of a student’s TOPS award after first being enrolled as a full-time student in Louisiana, and then enrolled at an out-of-state institution, then returning to Louisiana.  The student would have to meet the continuation requirements while out-of-state.  Mr. Williams made a motion to approve.  Mr. Guidry seconded the motion and it carried unanimously.  

Dr. Harper asked that with all of the cuts being made to Higher Education would doing away with this rule help the agency financially?  Mr. Lavigne stated the problem with doing away with this rule is that the legislature decides this and the Commission has no authority but to establish a rule pursuant to the mandates of the legislation.   Dr. Harper stated that in allowing students to go out-of-state and come back to Louisiana it seems to be defeating the purpose.  She stated that it allows students to go out-of-state knowing they will have TOPS reinstated when they come back.  Dr. Harper asked if the student makes the decision to go to school out-of-state why not cancel their TOPS award permanently?  Mr. Eldredge explained that the legislation does require that these students lose a semester of eligibility for each semester they are out of the state.  

It was proposed that the Joint Executive Committee consider publication of final rule to repeal Section 301.I of the START Saving Program that requires at least one year to lapse after the first deposit to a START account before a disbursement can be made.  Mr. Murphy made a motion to approve.  Mr. Dubois seconded the motion and carried unanimously.  

Under New Business, it was proposed that the Joint Executive Committee consider and act upon requests for exception to the TOPS regulatory provisions that requires students to enroll full-time, to remain continuously enrolled, and to earn at least 24 credit hours during the academic year.  Staff recommended approval of requests submitted by Katherine (0812), Kayla (5958), Kristen (5565), Michael (3614), Steven (5276), Charles (5459), Joshua (9102) and Aspen (3592).  There were no recommendations for denial.  Mr. Long made a motion to approve.  Mr. Guidry seconded the motion and it carried unanimously.  


It was proposed that the Joint Executive Committee consider a Budget Adjustment for Fiscal Year 2009-2010 to comply with Executive Order BJ 09-21 by reducing the State General Fund appropriation to the GO Grant Program by $7,796,892.  Ms. Amrhein noted the state general fund amount the agency receives for administrative costs is minimal.  The agency receives approximately $3.8 million to administer all of the state programs and currently have $1.2 million remaining in the general fund.  Ms. Amrhein noted that TOPS is regulated by the Commission; however, the GO Grant, Early Start, etc. are regulated by Regents.  Cuts to these programs could not have been made without authorization from Regents to do so.  Ms. Amrhein explained that agency staff and Board of Regents staff had lengthy discussions regarding how a cut to the TOPS program would affect students in the middle of the year and whether or not that could legally be done.  Ms. Amrhein explained that when evaluating need-based aid, it is ultimately a philosophy of access.  What can be done for students to give them access to higher education?  She stated that there are indeed other costs involved in going to school other than college tuition and fees and the $2,000 cost allowance that has been assigned as the Louisiana basic college cost.  However, if funding is provided for those things, does that give the student access?  The general consensus is that it does.  She explained that in meeting the student’s need in this way, the access issue was addressed.  Ms. Amrhein noted that by making the cuts to the GO Grant Program no student will be affected that has already been awarded the grant.  Ms. Amrhein also clarified that this pertains only to the spring semester.  Dr. Gargano stated that TOPS is a great program; however, there is a need for something equally as great in need-based aid that is statutory protected.  Mr. Williams made a motion to approve.  Mr. Murphy seconded the motion and it carried unanimously.


Dr. Harper asked if LOSFA will have to make cuts in personnel?  Ms. Amrhein stated there will not be any cuts in the current year.


Mr. Roberts presented the new START Saving Program commercial.  He stated that it has been received well and been very effective so far.

There being no further business, Ms. Baier made a motion to adjourn at 12:05 p.m.  Mr. Long seconded the motion and it carried unanimously.






APPROVED:







F. Travis Lavigne, Jr.






Chairman 
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