



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING

DATE:

September 22, 2009
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 10:38 a.m.

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



Mr. F. Travis Lavigne, Jr.


Dr. Sandra Harper



Mr. Jimmy Long


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


Five members were present for a quorum.  

The following staff members were present:   

  
Ms. Melanie Amrhein

Mr. Brock Avery


Dr. Sujuan Boutte’


Ms. Devlin Clark


Mr. George Eldredge


Ms. Carol Fulco


Ms. Mary Jane Lange


Ms. Robyn Lively


Ms. Suzan Manuel


Mr. Jason McCann


Ms. Staci Morel


Mr. Richard Omdal


Mr. Jerry Oubre


Ms. Deborah Paul


Mr. David Roberts


Ms. Alice Thibodeaux



Mr. Gus Wales



Ms. Lynda Whittington

The minutes of the August 4, 2009 Joint Executive Committee meeting were presented for review and approval.  Ms. Baier made a motion for approval.  Mr. Guidry seconded the motion and it carried unanimously.  
Under Program Updates, Ms. Amrhein presented the official 2007 Federal Cohort default rates, which were released this week.  Ms. Amrhein explained that a cohort default rate is determined for the cohort of students who enter repayment during a certain year and default within two years after that time.  The agency’s default rate is at 10%, which is the highest it has been in the last ten years.  She stated that default rates have increased nationwide; however, some of the smaller states have managed to keep their rates low.  Ms. Amrhein stated that after discussion with the Chairman, she has asked the agency’s Audit group to research the types of institutions which have higher default rates.  Mr. Lavigne asked what is the percentage that would place the agency in jeopardy?  Ms. Amrhein stated that anything in the double digits is not optimal.  The nationwide cohort default rate percentage is currently 7.2.  Ms. Baier asked what the rate was last year?  Ms. Amrhein stated that it was 7.1% last year.  The highest it has been before this year was in 1998 and was at 9%.  Dr. Harper asked what the school trigger is?  Ms. Amrhein stated it is currently at 20%, and noted that beginning next year, the cohort rate will be assessed on a three year period.  
Mr. Roberts discussed the School and Lender Services (SLS) Outreach presentations conducted in July and August 2009.  He stated that much emphasis has been placed on TOPS retention.  The month of September also includes the agency’s new Financial Literacy for You (FLY) presentations conducted.  The FLY team includes employees from SLS, Public Information and Communications (PIC), Default Prevention and Default Recoveries.  Mr. Roberts explained that using personnel from different sections to discuss their role in the financial assistance process, students will have a better understanding of financial literacy as a whole.  Mr. Roberts stated that pilot presentations have been conducted in colleges, high schools and middle schools.  The team will meet to discuss the strategies that were effective and ineffective for the different groups and a plan will be developed for the FLY team to move forward.      
Mr. Roberts presented the Louisiana Office of Student Financial Assistance Public Information and Communications Outreach Report.  The report shows the annual outreach activity from fiscal years 1999 – 2010.  Mr. Roberts discussed July and August of fiscal year 2009-2010.  He stated that since the beginning of this fiscal year, the agency has done presentations in two schools, twenty for the general public and three for counselors.  There have been over 3,400 attendees and 193 Trailblazers.  Mr. Roberts also stated there have been over 1,100 attendees for START Saving Program presentations/events.  

Mr. Roberts stated that the agency is working on a partnership with Jon Vilma of the New Orleans Saints.  He has a financial literacy organization, Financial 51, which promotes awareness of financial literacy to athletes.  Mr. Roberts explained the partnership would include working with Mr. Vilma to promote the START Saving Program.  Mr. Guidry asked if the presentations are requested by the particular school or institution?  Mr. Roberts explained that requests come in through the agency’s PIC department and are routinely scheduled by Mr. Wales, PIC Director or Ms. Darling, PIC Supervisor.  Ms. Amrhein stated that presentations are also scheduled when the agency feels there is a need.  

Mr. Williams asked why there was a significant spike in email received in 2003-2004?  Mr. Wales explained this was the time frame of the early stages of implementing the electronic Student Transcript System.  Ms. Amrhein explained this implementation was a major issue for schools and students.  She also noted that when there are spikes in calls and email, it is usually attributed to something out of the ordinary that has occurred. 
Ms. Amrhein explained that Mr. Hart is attending a CPA conference; however, the Federal Fund and Agency Operating Fund financial statements for the period ending July 31, 2009 are included and there has not been much change from the previous month.   
Dr. Boutte’ discussed the START Activity Report as of August 31, 2009.  She pointed out the number of disbursements that have been made thus far, which is close to $35 million.  Dr. Boutte’ stated that accounts opened and deposits have been somewhat flat; however, disbursements have steadily increased.  

Dr. Boutte’ discussed the START Saving Program breakdown by investment options.  Principal Protection continues to be the most popular with the market in its current state because those monies are protected.       

Dr. Boutte’ discussed the START report which shows the active accounts by parish.  She explained that the current goal is to assess the per capita income in the different parishes and to proceed with marketing efforts according to projected returns in that particular market.  Dr. Boutte’ noted that data received from the College Knowledge presentations conducted in schools with low income, at risk students will provide a new marketing tool.  This data provides information from the parents and students regarding the topics they are most interested in learning.  Dr. Boutte’ stated this is another way to address the population that is under represented in START.    
Dr. Boutte’ presented the TOPS Initial Eligibility Summary Comparison by Academic Year.  She stated this report helps the staff to target problems areas, i.e., errors with ACT scores, FASFA errors, eligibility/ineligibility.    
Dr. Boutte’ presented the GO Grant update as of the September 17, 2009 data run.  She noted that the current number for students receiving GO Grant is 1,529 which is up from 857 at the same time last year.  Dr. Boutte’ explained that expenditures have been broken down by school type and discussed the funds remaining for the GO Grant.  
Dr. Boutte’ presented the Early Start update.  Dr. Boutte’ noted that this is the first year there has been a limit to Early Start.  The limit is three credit hours per semester due to funding.  She stated there has been a significant increase in billings this year compared to last year.  Last year at this time, the agency had received bills for 563 students.  This year the number has increased to 3,363 students for the same period.  
Mr. Long asked what the correlation in the stock market being down is with the Principal Protection option in the START Saving Program as opposed to the total stock market?  Ms. Fulco stated that very little change has been made in how the account owners are investing.  She noted that a proposal is forthcoming in this meeting that will benefit all parties involved which will allow account owners to leave their money in the stock market and put all their “new” money into the fixed option if they choose.  Dr. Boutte’ stated that staff has been very diligent in identifying how to make the START Program more flexible.

Dr. Harper asked if there is a particular reason the Early Start expenditures for private schools are at zero?  Dr. Boutte’ explained that there have been none that have billed yet.  She also noted that when the Early Start program was discussed with private schools there was not a great interest due to the funding limit.        
Ms. Amrhein presented the agency’s loan volume reports.  The reports show the monthly loan volume for August and the federal fiscal year cumulative loan volume.  She stated that a number of schools have shown significant increases in loan volume, i.e., Centenary, Louisiana College, LSU Baton Rouge, LSU Medical Center New Orleans, Loyola, Northwestern State University, Our Lady of Holy Cross, Delgado Community College and Our Lady of the Lake College.  Ms. Amrhein stated there have been a few schools that have shown a decrease, i.e., Southern University Baton Rouge and Bossier Parish Community College, but overall loan volume has been good.  She discussed the Guaranteed Loan Volume Net of Cancellations report for the state fiscal year and the federal fiscal year.  The agency has exceeded the goal for the first two months of the state fiscal year.  She also stated that as of September 17, 2009, the agency has already met the goal for September and on track to exceed the September projections.  Ms. Amrhein stated that in respect to the federal fiscal year, if the agency only accomplishes the percentage achieved in September of last year, the goal will again be exceeded.  
Dr. Tremblay stated that subsidized and unsubsidized loans are close in number.  He asked if this has been relatively consistent?  Ms. Amrhein stated that subsidized loans are based on the student’s financial need.  If their financial need is less than the loan amount they qualify for, part of the loan will be subsidized and part will be unsubsidized.  She stated that many students have no financial need and can only borrow unsubsidized loans.  Ms. Amrhein stated that the agency has not tracked the consistency of the two loan types being close in number but can.  
Ms. Amrhein discussed pending Federal Legislation.  She discussed the 2009 Washington update which includes HR 3221:  The Student Aid and Fiscal Responsibility Act.  Ms. Amrhein explained that this is a provision that based on elimination of federal subsidies to lenders through the Federal Family Education Loan Program (FFELP) and the placement of all loans to the Direct Loan Program which makes the Department of Education the lender and the holder of all loans.  She explained that the savings from those subsidies would go to fund additional Pell Grants for students along with other initiatives.  The bill went to the floor last week and was passed down party lines.  
Ms. Amrhein presented a letter to Senator Harkin, who has succeeded Senator Kennedy as Chair of the Senate Committee.  The guaranty agency in Iowa, Iowa College Aid Commission, has spoken with Senator Harkin’s staff and espoused to him the benefits that the guaranty agencies offer on the local levels to the schools and students.  Ms. Amrhein stated the hope was to get some legislative language in this bill that would continue to support the services of the guaranty agencies regardless of who makes the loan.  Ms. Amrhein stated this language was presented last week; however, did not move.
Mr. Long asked if enough is known about the proposed changes in House Bill 3221 to project how it will affect the agency?  Ms. Amrhein stated an amendment was adopted to the bill that clarifies that the borrower services offered by the guaranty agencies could be paid from a $6 billion dollar grant fund pool in the bill.  Ms. Amrhein noted there could be a number of agencies in the state competing for those dollars.  She stated that an amendment to the bill was passed that explicitly authorizes the Department to contract directly with guaranty agencies for these services.  The question is whether the Department will contract with 35 different agencies or will they choose four or five guaranty agencies to provide these services nationwide.     

Dr. Harper asked whether the worst case scenario would decimate the staff due to lack of resources?  Ms. Amrhein stated the agency will not lose its current defaulted loan portfolio.  Ms. Amrhein stated that she discussed with Senator Landreiu’s aide the possibility of technical defaults.  Ms. Amrhein explained that these are students who are in school and who have a FFEL loan and will have to change to a Direct Loan under the proposed legislation.  When these students graduate and go into repayment status, there is a possibility they could have both types of loans so there is potential for the agency to collect on the FFEL loan if it goes into default.  Ms. Amrhein noted that she will continue to evaluate staffing issues as things progress; however, she doesn’t foresee layoffs at this time.  
Ms. Amrhein explained that if the proposed changes to the loan program do occur, the identity of the agency will change.  She discussed rebranding ideas and the efforts in transforming the agency into an enterprise agency, one  that offers many different services and is equipped to compete for grant dollars.  Ms. Amrhein stated that she feels the role of the employees in the loan division could move into other programs and would continue to contribute to the agency.   
Dr. Tremblay asked if the money in the grant pool is specified to go to a guarantor or could an independent group sign a contract with the federal government to provide these services?  Ms. Amrhein stated that it is open.  If there are agencies which offer these types of services for college access, they will also be able to write applications for the grants.  
Ms. Amrhein presented the Quarterly Update on Louisiana Office of Student Financial Assistance’s Management Plan to the Department of Education.  Ms. Amrhein noted that after this letter was received by the Department, the agency received a phone call asking if the agency is on track to begin paying claims starting in October 2009.  Ms. Amrhein said the agency would begin paying claims in October.  Ms. Amrhein explained that financial projections included in the update are based on the worst case scenario.  
Under Old Business, it was proposed that the Joint Executive Committee receive the agency’s appeal of an audit finding by the U.S. Department of Education (USDE).  Ms. Amrhein stated this is the official appeal made to the Department.  Mr. Eldredge explained that there was one audit finding involving usage fees paid into the Federal Fund.  Mr. Eldredge stated that the statute required the payment of a usage fee but gave no direction in doing so.  The U.S. Department of Education (USDE) published proposed regulations stating the fee would be based on any equipment, etc. which had more than a nominal value; however, there was no definition of nominal value.  Two draft “Dear Partner” letters were sent out by the USDE with guidance on nominal value.  The second draft stated that everything valued at $5000 or less at the time the funds are created has a nominal value and no usage fee will be required.  Mr. Eldredge stated that subsequent to the agency’s application of their guidelines, USDE’s Financial Partner Services audited the agency and approved the agency’s calculation of usage fees.  Subsequently, the Office of Inspector General (OIG) conducted an audit of Financial Partner Services and found that FPS had not issued sufficient guidance for calculation of usage fees.  A second audit was conducted five years later and the finding was that FPS still did not have a definition of nominal value in rule.  In January 2009, USDE sent a contractor, Ollie Green, to audit the agency calculation of usage fees and recommended that the agency should transfer $49,250 from the agency operating fund to the federal fund.  Mr. Eldredge stated that most guaranty agencies are facing the same finding.  Mr. Williams asked if the levels of the appeal process are done by the USDE and not an unbiased group that will evaluate this?  Mr. Eldredge stated that there are multiple levels of the appeal process including through the Secretary.  Mr. Eldredge explained that it does not preclude a lawsuit before a judge when this is over.  The Administrative Procedure Act allows the agency to say the allegations are arbitrary, capricious and so forth.  Mr. Long commended Mr. Eldredge and Mr. Hart for the quality of the letter submitted to the Department.  Dr. Gargano made a motion to receive the appeal of audit.  Dr. Harper seconded the motion and it carried unanimously.

Under New Business, it was proposed that the Joint Executive Committee consider and act upon the 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.  Staff recommended approval of requests submitted by Natasha (9366), Joseph (1840), Bobbie (7004), Christa (2473), Dustin (6970), Kyle (5993), Damien (0010), Jennifer (5993), Michael (8476), Stuart (0496), Elliot (8877), Jacob (1331), Rita (0204) and Eric (5949).  There were no recommendations for denial.  Dr. Tremblay made a motion to approve.  Dr. Gargano seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee consider the Legislative Auditor’s Report regarding the START Saving Program audit for calendar year 2008.  Ms. Amrhein stated the audit showed no deficiencies in internal control over financial reporting considered to be material weaknesses.    Mr. Long made a motion for approval.  Ms. Baier seconded the motion and it carried unanimously.  


It was proposed that the Joint Executive Committee consider amendments to the agency’s Strategic Plan for fiscal years 2008-2009 through 2012-2013.  Ms. Amrhein stated the meeting focused on what the future will and may hold and the transitions that will be made.  Ms. Amrhein stated the item in the Strategic Plan stating the agency pays the federal default fees was removed since the Department will be originating the loans if the process goes to the direct loan program.  Dr. Harper made a motion for approval.  Dr. Tremblay seconded the motion and it carried unanimously.

Dr. Harper asked why the Board of Elementary and Secondary Education (BESE) involvement and the compliance factors were added to the Strategic Plan this year?  Ms. Amrhein stated the primary reason is the need for more outreach in the high schools and middle schools.  One initiative the agency is dedicated to achieving is the idea of “What is College”?  Mr. Eldredge explained the Commission and Authority have Audit Committees that use the agency’s Audit Division as their internal auditor.  The internal audits focus on whether there are adequate controls to ensure both program compliance and protection of funds held or handled by the agency.  Mr. Eldredge stated that compliance factors and controls need to be evaluated regularly to ensure agency goals are met and should be included in the strategy.      

Dr. Tremblay stated he wanted to commend the staff for the dedication given to this exercise.  He asked if anyone received a directive stating this was the time to make these changes to the Strategic Plan?  Mr. Eldredge stated there is a statutory provision in place stating when the plans must be updated and/or revised.  He also stated there has been no notification this year that it was time to do so.      

It was proposed that the Joint Executive Committee consider rulemaking to amend Sections 301, 703, 705 and 803 of the Scholarship and Grant Program rules to change the definition of academic year (college) as it applies to the 24 hour requirement and to extend the deadline for first-time, full-time enrollment for certain military personnel.  Ms. Amrhein stated that since the inception of TOPS the rules have identified the academic year as beginning with the fall semester to the end of the spring Semester.  Ms. Amrhein explained that the winter intersession was added approximately two years at which time staff was asked whether the spring intersession should also be included.  The spring intersession was not included at the time; however, is being proposed to include now.  She stated the spring intersession follows the spring semester but is completed before the summer term begins.  Ms. Baier asked whether it is applicable regardless if one school calls it spring intersession and another school refers to it as summer intersession.  Mr. Eldredge said no, and gave examples of some of the different terms schools use.  Ms. Amrhein stated the Advisory Committee to the Commission did make a recommendation to approve this addition.  
Mr. Lavigne stated the advantage to the student would be that they could potentially pick up credit hours if they have not completed the 24 hour requirement.  He stated this would increase the number of students that remain TOPS eligible and could cost up to an additional $1.5 to $2 million dollars.  Ms. Amrhein noted that to determine which students would be able to take advantage of this addition is challenging.  

Mr. Williams asked that since there are only nine schools listed which offer some form of spring intersession and most schools have different admission policies, how complicated is it going to be for a non-intersession school student to get into one of these sessions?  Mr. Eldredge stated that is one of the factors that must be considered in projecting how many students can take advantage of this additional intersession.

Dr. Tremblay noted that there are plenty of opportunities available for students to cross-enroll and unless the class is full, will rarely tell a student they are unable to take a class.  Dr. Tremblay stated he feels this is a good idea to give the student another opportunity not to lose their TOPS award.  
Dr. Harper asked how the amount of money was determined to be $1.5 - $2 million dollars?  Was it based on the students who would have lost their award due to not meeting the requirements but will now not lose it?  Mr. Eldredge stated that the number of students who are granted an exception are built into this figure because they were added back in.  Mr. Eldredge noted that if the number of exceptions processed by the agency was reduced to half of what it is currently, the staff would have significant time to handle other items that need attention.  Mr. Eldredge stated that there were over 80 students to discuss in the July 30, 2009 meeting alone.  
Dr. Gargano stated that he would advocate rethinking this idea.  He stated that students who receive the TOPS award are supposedly the brightest and the best.  What he is hearing is how exceptions and various forms of excuses are made as to why they have not achieved the requirements.  Dr. Gargano stated the more the criteria is developed the easier it makes it for the student to game the system and create more work for agency staff.  Dr. Gargano’s suggestion is to develop a structure that does not enable the student to game the system.  

Dr. Tremblay noted the problem that he has had is that a student can fail classes and let their GPA fall below the required GPA and retain his TOPS award, but if one mistake is made on the hours, the award is lost forever.  Dr. Tremblay stated that students should be provided this additional opportunity to earn the 24 hours.  
Dr. Gargano stated that he agrees with Dr. Tremblay’s statements except for the fact that he believes the higher percentage of students obtaining these awards are generally from affluent families.  He feels that what this does is continue to give them more opportunity to game the system for no reason because they know they have another option of retaining their award.  Dr. Gargano stated that he feels if you hold the student to the highest possible standard the student will achieve to that standard.  He also stressed the fact that he believes more money should go to need based aid for the state.
Dr. Harper added that her views on this subject are very similar to Dr. Tremblay’s views.  She stated she poses the same question that she did a few years ago and that is what sense it makes to include a winter intersession but not allow a spring intersession simply because it comes at a different point in the calendar?  She noted that she is in agreement with the proposal but not to say that she did not agree with Dr. Gargano’s points made on the subject.      

Mr. Williams stated that the decision needs to be made to either rescind the winter intersession or allow the spring intersession.  He stated the issue of whether the requirements are 24, 30 or 36 hours is for a different time.  Mr. Lavigne interjected that once something is given, it is not always acceptable to take it away and would not support removing the winter intersession.  Mr. Williams made a motion for approval.  Dr. Harper seconded the motion and it carried unanimously.


       

Ms. Amrhein spoke to Dr. Gargano’s comments and explained that the students who would lose their award because of the 24 hour requirement are likely not the same as the students he is referring to.  She stated they could be more of the first generation, middle income to lower income who do not have parents at home to guide them based on their own college experiences.  

Mr. Guidry asked if the motion includes the military personnel portion of the proposal?  Mr. Eldredge stated it is included and explained that this is basically a technical change and does not include many students.  Mr. Eldredge explained the way the rule is currently worded the servicemen/women are required to be enrolled in college within one year of separation from active duty and that the change would set the deadline as the semester following the one year anniversary of separation from active duty.  Mr. Eldredge added that after coming back from active duty, a person needs time before going back into school.  

It was proposed that the Joint Executive Committee consider rulemaking to amend Sections 305, 311 and 315 to allow account owners to select an investment option for each new deposit and to allow account owners with multiple accounts to roll over part of the value of a START account to another START account.  Ms. Amrhein explained that in researching 529 rules and comparing them to the Authority’s rules certain changes were identified that could benefit the account owners.  Mr. Eldredge discussed the current rules and how they are set up.  If an account owner wants to change investment options, the owner must move all money in the account to the new option.  After researching other states’ 529 plans, it was found that many plans, including the North Carolina plan, allow their account owners to choose a different investment option for each new deposit.  The proposed changes will allow the account owner to choose to place all new deposits in a different option during difficult economic times.  Mr. Eldredge noted there will be programming changes made to allow for this.  Mr. Eldredge stated there is one other change being proposed to make partial withdrawals by transferring funds from one owned START account to another START account with the same owner.  Mr. Willliams made a motion for approval.  Dr. Gargano seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee consider forming an Ad Hoc Committee to study rebranding the agency to increase the visibility and availability of the agency’s financial assistance and college access programs.  Ms. Amrhein noted that the Executive staff has met to discuss the issue of the agency’s identity, the functions of the agency, how the agency should be identified.  Several members of the Executive staff brought up the fact that the agency name is very long and confuses people at times.  For example, some assume the agency is part of LSU.  Ms. Amrhein stated with all of the possible changes forthcoming this is a great time to rebrand the agency as possibly Louisiana’s College Access Network.  The vision is to be Louisiana’s first choice in college access.  Ms. Amrhein stated the LASFAA Conference is in October and it would be great if this change could be introduced at that time.  Mr. Williams made a motion for approval.  Ms. Baier seconded the motion and it carried unanimously.  Dr. Tremblay expressed his concerns regarding the Louisiana CAN name.  He stated that when he thinks of college access what comes to mind is curriculum, tutoring, college planning, etc.  
Mr. Lavigne asked for volunteers for the Ad Hoc Marketing Committee.  Ms. Burkhalter, Mr. Dubois, Dr. Harper, Dr. Gargano and Mr. Williams volunteered.  Dr. Tremblay volunteered someone from Board of Regents.  Ms. Amrhein asked the Chair if an additional student could be added to the Committee and suggested the COSBP Chair.  Mr. Lavigne stated this would have to be approved by the members.  There were no objections.  

It was proposed that the Joint Executive Committee consider a budget adjustment for fiscal year 2009-2010, increasing State General Fund available through Act 122 of the 2009 Regular Legislative Session for the payment of GO Grant Program awards and Early Start Program.  Mr. Lavigne explained this would increase the GO Grant funding by $5 million dollars bringing it to $34,226,000 and the Early Start Program from $4 million dollars to $5,500,000.  Dr. Tremblay made a motion for approval.  Mr. Guidry seconded the motion and it passed unanimously.    
 
There being no further business, Dr. Gargano made a motion to adjourn at 12:27 p.m.  Ms. Baier seconded the motion and it carried unanimously.  
APPROVED:







F. Travis Lavigne, Jr.






Chairman
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