



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING
DATE:
May 4, 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 10:45 a.m.

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



Mr. F. Travis Lavigne, Jr.


Mr. Jimmy Long

The following member was absent:



Dr. Sandra Harper


Also present were Commission Members:



Mr. Jeffery Ehlinger, Jr.

Mr. Walter Guidry




Mr. Winfred Sibille


Dr. Larry Tremblay



Mr. Joe Wiley


Two members were present and this did not represent a quorum.  Mr. Lavigne temporarily appointed Mr. Ehlinger, Mr. Wiley, Dr. Tremblay and Mr. Sibille effecting a quorum.
The following members of the Authority’s Executive Committee were present:



Mr. F. Travis Lavigne, Jr.


Mr. Jimmy Long



Ms. Barbara Baier
The following members were absent:



Dr. Sandra Harper



Mr. John Williams

Also present were Authority Members:



Mr. Walter Guidry

Mr. Winfred Sibille


Dr. Larry Tremblay


Mr. Joseph Wiley


Three members were present which did not represent a quorum.  Mr. Lavigne temporarily
 appointed Mr. Sibille and Mr. Wiley.  

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. Robyn Lively

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 stated that Senator Eric LaFleur

 has been appointed to replace Senator Nevers.  He will serve on the Louisiana Tuition Trust

 Authority representing the Louisiana State Senate.  Ms. Amrhein noted that Senator LaFleur 

should be in attendance at the June meeting.



The minutes of the April 6, 2010 Joint Executive Committee meeting were presented for review and approval.  Mr. Long made a motion for approval.  Ms. Baier seconded the motion and it carried unanimously. 

Under Program Updates, Mr. Roberts presented the Public Information and Communications Outreach Report.  Mr. Roberts reported that a total of 30 presentations were conducted in April 2010 with a total attendance of 2,069.  He explained the remainder of the report shows the detailed account of the event type and location of each presentation.  

Mr. Hart presented the FFELP Financial Projections for LOSFA for state fiscal years ending June 30, 2020.  Mr. Hart stated as a result of the Reconciliation Act of 2010 which eliminated the Family Federal Education Loan Program (FFELP) and replaced it with the Direct Loan Program, funding for the College Access College Grant Program has increased.  Mr. Hart noted that although it is possible that the Department of Education may contract with existing guaranty agencies for servicing direct loans, there is nothing definitive at this time.  He explained that surplus revenues from the FFEL Program’s Operating Fund are currently used in the administration of state scholarship and grant programs and the START Saving Program.  Unless the federal government provides alternative funding, the state will have to fund these services.

Mr. Hart stated since no new loans will be originated under FFELP after June 30, 2010, no Federal Default Fee revenues will be earned by LOSFA’s Federal Fund nor will Loan Processing and Issuance Fee revenues be earned by its Operating Fund.  LOSFA’s Loan Operations Division projected loan volume of $350 million for state fiscal year 2011.  This would have generated Loan Processing and Issuance Fee revenues of $1.4 million which would have covered projected Interfund Transfers for state general funding deficiencies.  

Mr. Hart stated the assumptions based on projections are as follows:  annual interest rate assumed on funds deposited by State Treasurer’s Office is 2% per annum; annual cost of living increase for purpose of increasing general and administrative expenses is 2.5% per annum; annual rate of employee attrition assumed is 1%.  

Ms. Amrhein noted the funds for the College Access College Grant Program have been increased significantly.  She stated that the Board of Regents is the holder of the grant and is expected to continue to be.  She stated that LOSFA sub-grants with Regents to produce materials and provide outreach programs.  Staff is hopeful that a sizeable portion of that will continue to be covered under this grant.  

Ms. Amrhein stated the Department of Education published a notice requesting source information for non-profit agencies.  She stated the agency’s legal staff is researching whether state agencies are allowed to submit proposals to the Department.  If so, the proposal will outline what LOSFA can accomplish under the Direct Loan Program.   

Mr. Guidry joined the meeting in progress.


Mr. Hart discussed the state general funding deficiency for State Fiscal Year (SFY) ending June 30, 2010.  He explained the current amount of federal funding from the operating fund which is used to subsidize the agency’s other programs.  Mr. Hart discussed the amounts for the agency’s Administration Program, Scholarship and Grant Program and the START Saving Program which totals $897,000.  In adding the Interfund Transfer projected amount of $732,000, the combined total is $1.6 million.  This represents the projected deficiency without the federal funds.  

Mr. Hart presented the Projected Statements of Net Assets through June 30, 2020.  He noted in SFY 2015 the agency will encounter a liquidity problem due to cash going into the negative.  He stated the following year there will be a liquidity problem and a solvency problem due to liabilities exceeding assets.  

Mr. Hart presented the Federal Fund Projected Statements of Revenue, Expenses and Changes in Net Assets through June 30, 2020.  He noted the loss of default aversion fees in 2011 due to the elimination of the FFEL Program.  He explained that starting in 2011 the operating income through 2020 is projected to be in the negative.  

Mr. Hart discussed the Federal Fund Projected Reserve Ratio.  He stated the required minimum is .25%.  The projections show the agency will go below the required minimum in 2016.  Mr. Hart presented a report showing the Reserve Ratio by state through FY 2009.  The report shows that Louisiana has a better outlook in regards to the Reserve Ratio perspective of federal funds than several other states.  

Ms. Amrhein stated the federal fund is used to pay claims.  It belongs to the federal government and the agency manages it and pays claims for the loans made by private lenders.  She explained that because of the way the agency compares to other guarantors, this will be a more immediate problem for other guarantors before it is for the agency.  She stated efforts continue throughout the industry to press the Department of Education on this issue.  Ms. Amrhein stated the question remains: will the agency continue in this role or will the federal government take over this role?  

Mr. Hart presented the Operating Fund Projected Statements of Net Assets through 2020.  Based on the projections, the agency will not encounter a liquidity problem until SFY 2020.  He stated the agency will encounter a solvency problem in SFY 2017 when liabilities exceed the assets.  

Mr. Lavigne asked what these projections mean in relation to the federal government? 

Ms. Amrhein stated that it is still early to try to predict what will happen that far into the future.  She stated there is an impression that the federal government either wants to take over the Federal Fund or deal with fewer guaranty agencies.  Ms. Amrhein noted mergers and cooperative endeavors may be seen in the future.   

Dr. Tremblay stated that he believes the federal government is more focused on the front end which is taking over the loans.  He asked whether funds were appropriated in the beginning of the TOPS program for administration of the program?  Ms. Amrhein stated that two or three positions were added and minimal funds were provided.   She stated the infrastructure for the systems work the agency did to automate the awarding process was mostly covered with federal funds.  Dr. Tremblay asked the rhetorical question as to when the agency, the Commission, the Board of Regents will start seriously discussing these issues with legislation because for the last decade federal funds have been utilized to support state programs since this will no longer be the case.  


Mr. Lavigne stated the projections are a great first step.  He also noted that it will be very important to discuss all issues with the Governor’s office to ensure that all involved parties are kept abreast of changes.

Mr. Guidry noted that Oregon’s Reserve Ratio is zero and asked about it.  Ms. Amrhein explained that approximately three years ago Oregon’s Reserve Ratio went down to the point that they could no longer sustain their role.  She explained that the same corporation which provided the agency support after Hurricane Katrina, Educational Credit Management Corporation (ECMC), has taken over Oregon, Virginia and most recently Connecticut.   


Dr. Boutte’ presented the START Activity Report for period ending March 31, 2010.  Dr. Boutte’ discussed the number of START accounts opened, closed and the net accounts as compared to the prior year.  She noted the category “Accounts Closed” shows a negative number for March 2010.  Dr. Boutte’ explained when a START account is terminated, it is closed immediately.  However, if the account earned any interest or Earning Enhancement (EE) on the funds deposited for the portion of the year it was opened, the staff has to re-open the account to post the interest and/or EEs.  The account is then closed again.  Dr. Boutte’ stated that the report presented next month will have a column which shows the actual number of terminated accounts instead of reporting negative numbers.   

Dr. Tremblay asked what happens to the money in a START account when a student graduates and has remaining funds?  Mr. Eldredge stated that if the family has another beneficiary with a START account, the money can be transferred to that account.  If the owner has no other START accounts, the money can be withdrawn subject to a penalty.

Mr. Wiley asked if the rule stating an account automatically closes after 60 days if not funded is a program rule or one exclusive to START?  Ms. Amrhein stated it is an administrative decision.  Mr. Wiley noted that if the account is terminated because the account owners are unable, for whatever reason, to open the account within 60 days, those people will possibly never open an account.  Mr. Wiley asked staff to research this issue.    

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

Dr. Boutte’ presented the report of START Quarterly Average Annual Returns as of March 31, 2010.  

Ms. Amrhein presented a study titled, “The Impact of Stock Market Performance on How Families Save for College”.  The study shows that one-third of parents stopped contributing to their 529 college savings plan and almost one-tenth decreased their contribution but did not stop them.  Ms. Amrhein stated another interesting point of the study is that approximately two-fifths of parents reporting a decrease in the value of their account would delay taking a disbursement in hopes that the stock market would recover enough to recoup the loss they incurred.  She stated that the study shows that parents are overwhelmingly in favor of being able to use the 529 college savings plan funds to pay off educational loans.  

Dr. Boutte’ presented the GO Grant and Early Start updates.  Dr. Boutte’ stated as of April 29, 2010, GO Grant has a remaining balance of $5.5 million and Early Start has a deficit of $10,900.  LOSFA staff has worked with the Board of Regents and has received approval to use the GO funds to pay the overage in Early Start.    


Mr. Lavigne asked about Senator Jackson’s bill to place the GO Grant in statute.  Mr. Eldredge stated the bill has not moved because Sen. Jackson has not requested the item to be placed on the agenda.      


 

Ms. Amrhein presented the TOPS Payment Summary by Award Level for Academic Year 2009-10.  This report shows the bills received for TOPS by school as of April 23, 2010.  Ms. Amrhein noted the summary at the end of the report which shows the amount paid by award type for each type of school. 

Ms. Amrhein presented a letter from the USDE officially releasing LOSFA from the Management Plan which was initiated in 2006.  The minimum reserve ratio for the Federal Fund has remained above .25% and loan volume has increased from the prior fiscal year.  The report states that all objectives outlined in the Management Plan have been met or closed.  
Ms. Amrhein presented the USDE Final Program Review Determination.  She stated that Mr. Eldredge and Mr. Hart worked diligently on an audit report which cited a finding related to Usage Fees Not Calculated and Paid on Nonliquid Assets.  Ms. Amrhein explained the Department was examining the separation of the agency operating fund and the federal fund dating back to 1998.  Mr. Eldredge composed the appeal of the finding by USDE.  The letter received April 16, 2010, states that the USDE has determined that it will not pursue the review findings relating to the payment of usage fees and that this program review is closed.  

Mr. Eldredge discussed the bills which are being considered for this legislation session that affect the role, scope or mission of the agency.  

HB 1029 - Hoffman
TOPS:
to do away with Free Enterprise as a separate course (to be included in civics).  Amended in House Education to remove references to TOPS.

Mr. Eldredge stated this bill had a provision that would have changed the core curriculum

 slightly.  Because this issue had previously been addressed in Rule in coordination with the 

Board of Secondary and Elementary Education (BESE) and the Board of Regents, agency staff 

asked Mr. Hoffman if he would amend his bill to remove references to TOPS.  Mr. Hoffman said

he would do so.
SB 86 – Gautreaux

TOPS:
Beginning with the 2010-2011 academic year, caps TOPS at 90% of what would have been paid for 2010-2011.  Stipends for Performance and Honors awards are continued.

Mr. Eldredge stated this bill was involuntarily deferred.  
SB 182 – Gautreaux, Adley, Marionneaux, Murray, Riser and 7 Representatives

TOPS:
Beginning with the 2010-2011 academic year, the National Guard book payment will increase from $150 per semester to $300 per semester and the National Guard stipends will increase from $200 to $400 per semester for the Performance Award and from $400 to $800 per semester for the Honors Award.  Senate Ed Amendment adds TOPS Tech eligible  students and deletes “not more than” so the law will read “pay on behalf of such student a sum of three hundred dollars per semester and deletes “actual” so that the law will read “to be applied to the cost of books and instructional materials”.

Mr. Eldredge stated this bill moved quickly out of the Senate to the House.
SB 486 – Nevers

TOPS Tech:  Provides that beginning with the 2010-2011 school year a silver level score on the assessments of the ACT WorkKeys system may be used as an alternative to the requirement to earn a composite score of 17 on the ACT.


Mr. Eldredge stated this bill has also passed through the Senate and assigned to House 

Education.
SB 744 – Marionneaux

START:  Clarifies that monies in a START account are not subject to attachment, levy, garnishment or legal process in favor of any creditor or claimant.


Mr. Eldredge stated this bill seeks to establish into law that funds from a START account 

cannot be reached by a creditor.  Mr. Eldredge stated the language in this bill will likely be 

discussed when it reaches committee. 


Mr. Eldredge stated that Mr. Tucker’s bill on the Louisiana GRAD Act is scheduled to be 

heard on May 6, 2010.  Mr. Eldredge noted this bill includes a one sentence provision which states that the schools can increase their tuition on an hourly basis above twelve hours.  He explained that many students on TOPS take more than twelve hours.  Mr. Eldredge noted the estimated cost for the first year is approximately $30 million based on every university charging per hour at the full rate allowed under the bill, which is 1/12 of the current cost of full-time tuition.


Mr. Lavigne asked whether the TOPS award amount will change if approval is granted by the Board to charge by the credit hour?  Mr. Eldredge noted the TOPS statute is permissive and states “an amount determined by the Commission.”  The Commission has based the TOPS award amount on the amount charged for full-time status; therefore, if the universities do not change their definition of full-time status, it technically would not impact TOPS.  However, a member of the Governor’s staff informed the agency that it was the Governor’s intention that TOPS would pay.  This changed after the fiscal note was received.  

Ms. Amrhein stated school representatives and the Governor’s staff met and discussed this issue.  She explained the possible fiscal impact is based on current enrollment patterns for this year.  

Mr. Lavigne asked about Representative Richard’s bill which would allow universities to charge for more than twelve hours?  Mr. Eldredge stated it was pointed out in the fiscal note that the agency will only pay for full-time attendance which is the base amount.  He stated that the Commission could change the amount paid but this has not been requested nor have funds been appropriated to date.  

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 Mark (9935), Huang (8890) and Norris (7214). There were no recommendations for denial.  Mr. Sibille made a motion to approve.  Mr. Ehlinger seconded the motion and it carried unanimously.
 

It was proposed that the Joint Executive Committee consider rulemaking to change the Rockefeller Wildlife Scholarship Program from a loan forgiveness program to a scholarship program, to increase award amounts, and to change the eligibility requirements.  Ms. Amrhein stated this scholarship is the oldest program that LOSFA administers and was created with interest funds from the Rockefeller Wildlife account.  She explained the scholarship is a $60,000 statutory dedication each year.  Ms. Amrhein stated this was originally set up as a loan forgiveness program.  The student only had to graduate in the appropriate field to have the loan forgiven.  She explained that over the years, if a student accepted the scholarship and changed majors, they went into a repayment status.  Ms. Amrhein stated the Advisory Committee as well as Financial Aid Directors were included in discussions on making changes to the scholarship.  They are in favor of changes which would be more beneficial to the student.  Ms. Amrhein noted that agency staff made excellent suggestions as to how to change this program.  One of the recommendations is to restrict the scholarship to students who are at least at a junior level.  Another recommendation is to increase the award to benefit the students who qualify.  Mr. Long made a motion to approve.  Ms. Baier seconded the motion and it carried unanimously.

It was proposed that the Joint 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.  Mr. Deloch stated the Louisiana Single Audit Report provides an overview of the financial operations of Louisiana State Government each fiscal year.  Mr. Deloch explained that among these reports are ten audit reports that involve findings and/or deficiencies at Louisiana colleges and universities.  Five of these reports include findings relating to the Federal Family Education Loan Program (FFELP) administered by the Commission.  The five universities include:  Grambling State University; Southern University and A&M College; Southern University at New Orleans; Southern University at Shreveport/Bossier City; and University of Louisiana Lafayette.  Mr. Deloch asked that the proposed plan of action be accepted to address the deficiencies outlined in the Single Audit Report in the 2010-11 college risk assessment and audit plan.  Mr. Sibille made a motion to approve.  Mr. Ehlinger seconded the motion and it carried unanimously.

Mr. Guidry asked if the Pell Grant is audited?  Mr. Deloch explained that the agency does not administer Pell. 

Mr. Wiley asked for clarification on the recommendation for this proposal.  Mr. Deloch stated that the Legislative auditor found deficiencies for the schools in their administration of the FFEL Program.  He stated that based on these findings, these particular schools will be placed on the agency’s risk assessment due to their high risk factor. 
Ms. Baier asked if the agency, school, etc. that has a finding has the opportunity to state how changes will be made to correct the issues?  Mr. Deloch confirmed the auditor reviews the “required actions” to determine whether the action has been corrected.  Ms. Baier asked what the consequences are for repeat findings?  Mr. Deloch stated the agency, school, etc. can be placed on probation or terminated from the program.  Mr. Lavigne noted that if the Legislative auditor has three consecutive repeat findings at a school or agency, that particular school or agency is then called before the Legislative Oversight Committee.  

It was proposed that the Joint Executive Committee consider amending Sections 703 and 803 of the Scholarship and Grant Program Rules to add courses as equivalents to courses in the TOPS Core Curriculum.  Mr. Lavigne explained that for the TOPS Opportunity, Performance, Honors and Tech Awards:  Applied Algebra I as equivalent to Algebra I and Applied Geometry as equivalent to Geometry.  For the TOPS Tech Award only:  Senior applications in English as equivalent to (replaces) Business English and Math Essentials as equivalent to the advanced math category.  Mr. Wiley made a motion to approve.  Dr. Tremblay seconded the motion and it carried unanimously.  

It was proposed that the Joint Executive Committee consider the adoption of meeting dates for the period July through December 2010.  The dates are as follows:  July 14, 2010; August 12, 2010; September 15, 2010, October 19, 2010, November 30, 2010 and December 21, 2010.  Ms. Amrhein noted the Executive Strategic Planning retreat will possibly be in August in conjunction with the Commission meeting.  Ms. Baier made a motion to approve.  Dr. Tremblay seconded the motion and it carried unanimously.


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





APPROVED:







F. Travis Lavigne, Jr.






Chairman 
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