



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING

DATE:

April 7, 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 10:55 a.m.

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



Mr. F. Travis Lavigne, Jr.


Dr. Sandra Harper



Mr. Jimmy Long


The following member was absent:



Mr. Tony Clayton



Three members were present and this did not represent a quorum.  Mr. Lavigne temporarily appointed Dr. Larry Tremblay, Dr. Michael Gargano and Ms. Elsie Burkhalter, effecting a quorum.


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



Mr. F. Travis Lavigne, Jr.


Mr. Jimmy Long



Dr. Sandra Harper



Mr. John Williams


Four 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. Kelvin Deloch


Mr. George Eldredge


Ms. Carol Fulco


Mr. Jack Hart


Ms. Mary Jane Lange


Ms. Robyn Lively


Ms. Suzan Manuel


Mr. Jason McCann


Ms. Staci Morel


Mr. Richard Omdal


Ms. Deborah Paul


Mr. David Roberts


Ms. Alice Thibodeaux



Mr. Gus Wales



Ms. Lynda Whittington


Members of the Public:



Ms. Mary Ann Coleman – LAICU President


Under Introductions and Announcements, Mr. Lavigne stated that Mr. Richard “Drew” Maciasz was recently appointed by the Governor to represent the Louisiana Banker’s Association on the Commission; however, he was unable to attend the meeting today due to a prior commitment.  Mr. Lavigne stated that he, as Chair, has also contacted the current Chairman of the Louisiana Community and Technical College System (LCTCS) Board regarding an appointment and he will be appointing a member from that board, from the Baton Rouge area to serve.  

The minutes of the March 4 Joint Executive Committee meeting were presented for review and approval.  Dr. Gargano made a motion for approval.  Mr. Long seconded the motion and it carried unanimously.
Under Program Updates, Dr. Boutte’ discussed the March START Activity Report.  She explained that the agency is working with the Office of Statewide Reporting and Payroll (OSRAP) to determine the trends which have been affected not only by the market but the economy in general.  Dr. Boutte’ stated the number of START accounts opened is down compared to the same timeframe in 2008.  She also stated that the number of closed START accounts have remained somewhat flat.  Dr. Boutte’ explained that the number of closed accounts include both voluntary (used all of their funds) and involuntary (opened an account but never funded it).  She noted that the accounts closed in which the owner wants the money refunded is on the rise.  Refunds occur when the money is not used for higher education expenses.  Dr. Boutte’ stated that the reasons are varied for these types of refunds but the majority of the refunds are not being taken out of the START Saving Program and rolled over to another state’s 529 plan.  She stated that the breakdown of options continue to show Principal Protection as the option most chosen.  Dr. Boutte’ discussed a trend in the shift in START account owners due to earning enhancements only being paid on new money deposited to the account.  
Ms. Amrhein stated that the agency’s financial statements on the operating fund and federal fund have not changed significantly for the month and asked if there were any questions regarding those mailed in the packets.  There were no questions raised.  
 
Dr. Boutte’ presented the GO Grant update of March 26, 2009.  She stated that presently $12.9 million for spring GO payments are on hold.  She explained that the agency is working with the schools to correct the final errors in the billings received.  In reviewing the distribution schedule, Dr. Boutte’ explained that if the “on time bill loss” on the report is equal to the “loss of late bills”, the school did not have any late billings.  Mr. Lavigne asked if the report shows which schools did not get their billings in on time?  Dr. Boutte’ stated that if the numbers differ in the two columns, after subtracting one from the other, this will give you the loss for that particular school or system for a late bill.  Dr. Boutte’ pointed out the total of late billings was approximately $13,000.00.  Dr. Boutte’ stated that all schools have been notified that once the errors are corrected, the checks will be run and mailed, and that is anticipated for the following week.  
Dr. Gargano discussed the decision made in November 2008 that the system heads would be responsible for any student’s remaining balance after payment from the agency.  Dr. Boutte’ noted that the agency’s communications with the schools made it clear that this represents all of the state GO funds, that the campus systems had agreed to “make students whole” by absorbing any remaining balance and that the Board of Regents (BOR) is trying to secure additional funding in order to “make schools whole”.  

  Dr. Tremblay explained that students receiving Pell Grants at community or technical colleges may not be eligible for GO Grant because the Pell Grant usually covers the cost of attendance.  Mr. Lavigne stated one of the criticisms that was discussed during a meeting at the Board of Regents with some of the technical schools personnel was that so few of their students met the requirement because of the Expected Family Contribution (EFC) number.  He explained that the cost of community and technical schools is much lower than the cost of four year universities, hence the gap is much smaller.  
Ms. Amrhein stated that Dr. Denby and she gave a presentation at the state conference for the financial aid community confirming that the GO Grant monies would be paid soon and that the schools must make the student “whole”.  She also stated that after the public schools had agreed to pay the difference for their students, the Louisiana Association of Independent Colleges and Universities (LAICU) was asked to follow suit.  Ms. Amrhein commended Ms. Coleman, LAICU President, for communicating with these schools.  
Ms. Amrhein stated that the appropriations for next year and the budgetary concerns will be discussed soon with the Board of Regents; however, the GO Grant funding for next year as proposed, is level funded.  Dr. Harper noted there is already a shortfall due to the level funding and students will be entering school and asked what will be the strategy for next year?  Dr. Tremblay noted that there had been discussions on this topic, and stated that there will not be a disruption.  He stated the agency and the Board of Regents will be meeting about contingency plans in the very near future.  Dr. Harper asked what the projected number for next year’s class should be?  Ms. Amrhein stated they agency requested $39 million for next year but the program was funded at $24 million.  Ms. Amrhein pointed out that eligibility has to be determined every year which is different than TOPS.  

 
Ms. Amrhein presented the TOPS summary.  She stated the agency is under budget on TOPS for current year.  Ms. Amrhein noted that a budget adjustment (BA-7) is on the agenda for approval at this meeting and has been submitted to the budget office.  Ms. Amrhein explained that the report shows actual billings to date but no payments are being made at present.  She noted that LA Tech 3rd quarter billings have not been paid and cannot be paid because the agency does not have the funds for it.    

Ms. Amrhein presented a letter received from the United States Department of Education’s (USDE) regional office discussing the Program Review Report.  She explained that these are results of an audit performed from January 5, 2009 through January 16, 2009 by Ollie Green & Company, CPA, as a contractor of the USDE.  Ms. Amrhein stated that this audit reviewed the agency’s compliance with the establishment of the Federal and Operating Funds as required by the Federal Higher Education Act of 1965, as amended (HEA) which was reviewed initially in 2001; however, based on an Office of Inspector General (OIG) opinion, a second review was needed due to the initial audit not being performed accurately.  All guaranty agencies were reviewed.  LOSFA had one finding alleging that the calculation of usage fees on nonliquid assets with which the agency strongly disagrees and is working to have dismissed.  Ms. Amrhein commended Mr. Hart for the hard work put into this audit.  Mr. Hart commended Ms. Lange and the entire fiscal staff for the work put into reviewing files from ten years ago and gathering the information requested.  Mr. Hart explained the finding deals with usage fees on equipment purchased with federal funds prior to the separation of a single federal loan fund in 1998 into what is now the Federal Reserve Fund and the Operating Fund.  He explained a usage fee was imposed on assets purchased prior to the effective date of the split, (October 1, 1998), with federal funds to be paid by the Operating Fund.  This same finding was identified in the USDE audit performed in early 2000 – 2001 timeframe.  Mr. Hart stated the agency agreed with the finding in the audit done in 2000 – 2001 and paid the usage fees.  He explained that this CPA firm took the same approach in its audits of all guaranty agencies by requiring the calculation of the fees on all assets despite the fact that the USDE only required payment of usage fees on assets with a value of at least $5,000.00.  Mr. Lavigne asked if the cost to the agency if the finding was not dismissed would be $49,500.00?  Mr. Hart stated that is what the agency would pay for the first year; however, the USDE has the option of imposing that same usage fee for subsequent years until the assets are fully depreciated.  Mr. Eldredge noted that our agency is not the only guaranty agency which has disputed this finding.  Mr. Hart stated the decision whether to dismiss the finding will ultimately be decided at the national level.  
Dr. Gargano stated that he read an article in The Chronicle referencing national colleges and universities that could lose their federal financial aid due to non-compliance and asked if any Louisiana post secondary schools would be affected?  Ms. Amrhein stated that she is not aware of any Louisiana schools with this issue.  

Ms. Amrhein next presented a letter sent to the Louisiana Congressional Delegation and the updates following the letter that provide information about the proposed elimination of the Federal Family Education Loan Program (FFELP) included in President Obama’s budget request for 2009.  Ms. Amrhein noted that this information is not all inclusive.  The first item is the letter that Mr. Lavigne sent to the Louisiana Congressional Delegation explaining why it would be important for FFELP to continue in Louisiana.  Also included in the documentation is an explanation of the role of student loan guaranty agencies.  Ms. Amrhein explained that even the opponents of the FFELP do not deny that guaranty agencies do good things.  Ms. Amrhein explained that there are some Senators and Representatives who are on the side of FFELP and presented letters which have sent to the budget committees stating their opinion that there should be a competitive loan program available.  
Ms. Amrhein discussed a proposal from the National Association of Student Financial Aid Administrators (NASFAA) for a new loan model which is a combination of the Direct Loan Program and the FFELP.  Ms. Amrhein explained that this model is something that our agency would support based on the guaranty agencies continuing to have a role in this process.  She stated that the funding model for this proposal continues to be developed.  Ms. Amrhein stated that federal legislation has made it out of the Senate and House Committees and will now go into conference.  
Ms. Amrhein stated that she has met with Mr. Vandal, Deputy Commissioner for Finance for the Board of Regents, to discuss the possibility of Dr. Clausen writing a letter to the College and University Presidents interested in joining the effort to support FFELP.  Ms. Amrhein also noted that Louisiana is a ninety percent FFELP state.  Mr. Lavigne asked members if the Committee was in agreement of sending a letter to Governor Jindal and all members indicated they were in favor.  
Dr. Harper asked what would be the impact on the Commission if FFEL went away?  Ms. Amrhein stated that it would depend on what role the guaranty agency will play.  The agency could continue collecting on its portfolio of defaulted loans.  If the Direct Loan program took over all loans, it is possible that our agency could be a contracted service provider.  Ms. Amrhein stressed that the services that the agency provides are most effective at the local level.  Dr. Harper asked how many people would be affected if the Direct Loan Program is implemented for all new loans?  Ms. Amrhein stated that the Loan Division, not including executives and information technology which support the sections, is almost half of the agency’s staff.   Ms. Amrhein discussed LOSFA Operating Expenditures explaining that most of our state appropriation goes to awards.  She explained further that approximately three million dollars of the federal revenues that the agency generates goes to support the administration of state programs.  This is for the current year and does change from year to year.  Dr. Tremblay asked if this were to happen when is it scheduled to begin?  Ms. Amrhein stated it is scheduled to affect the 2010-2011 academic year.  

 Under Old Business, it was proposed that the Joint Executive Committee consider Publication of a Final Rule to Amend Section 1203 of the Scholarship and Grant Rules to provide Alternate Residency Requirements for the Louisiana GO Grant for Students Displaced by Hurricanes Katrina and Rita who Graduate from Out-of-State High Schools in 2006-2007, 2007-2008 and 2008-2009.  Dr. Tremblay made a motion for approval.  Dr. Gargano seconded the motion and it 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 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 one request submitted by Whitney (6834).  There were no recommendations for denial. Dr. Harper made a motion for approval.   Mr. Long seconded the motion and it carried unanimously.  

It was proposed that the Joint Executive Committee consider rulemaking to amend Sections 301, 1303 and 1903 of the Scholarship and Grant Program Rules to expand the definition of “Qualified Summer Sessions” for the TOPS award and to update the General Education Development Test Score requirement.  Ms. Amrhein stated that this item was taken to the Advisory Committee for input.  She noted that at the last meeting Mr. Taylor proposed to change the TOPS rules to allow students in their senior year to use their TOPS award for a summer semester.  Mr. Eldredge stated that the Advisory Committee was in agreement and suggested that the summer session could be used earlier than the senior year if needed.  Mr. Eldredge stated that in developing the rules the Advisory Committee recommended the following requirements: students would have to complete 60 hours, students would have to enroll full time for that summer session, students would have to request TOPS payment in writing on a form the Commission will prepare requiring students to acknowledge that they understand that they are using one of the eight semesters awarded and the school must have documentation of this.  Mr. Eldredge added that the rulemaking will update the required General Education Development test score for a LEAP award.  
Dr. Tremblay stated that he feels the 60 hour requirement is too low.  He stated it should be 90 hours so the student is closer to graduation.  Ms. Amrhein stated that after meeting with the Advisory Committee several options concerning credit hours were discussed with 60 hours being the number recommended.  Dr. Harper stated that some schools have two summer sessions and asked how many terms would the students lose by going to summer sessions?  Ms. Amrhein stated that only one semester would be taken even if the student attends two summer sessions.  Mr. Lavigne stated that he shares the concerns that Dr. Tremblay has with 60 credit hours being too low and agrees that 90 hours would be a better minimum requirement but stated that he will go with the majority consensus.  Dr. Gargano expressed that he has the same concerns of Mr. Lavigne and Dr. Tremblay.  He stated that 60 hours seems low because it is basically after the sophomore year.  
Dr. Gargano also noted that if the university only offers a class in the summer it can become a hardship on the student.  Mr. Eldredge explained that a student can use a TOPS  semester for a qualified session or choose not to use it.  It is the student’s choice.  Ms. Amrhein explained that because it is the student’s choice whether to expend a TOPS semester, the Advisory Committee and staff have recommended the requirement for the student to sign a written request to use their award for the summer semester.  Dr. Harper made a motion for approval.  Dr. Gargano seconded the motion and it carried unanimously.  

Dr. Tremblay expressed concern with the rulemaking and asked if the Commission could change its position on the rulemaking.  Mr. Eldredge explained that the emergency rule would allow this proposal to go forward.  He noted that the emergency rule lasts a finite period of time and during that time the agency would work on the rules to make them permanent.  Mr. Eldredge explained that the Commission could change the rules in the future.  
Mr. Williams asked how the requirement for 60 credit hours was derived?  Dr. Boutte’ explained that the Advisory Committee suggested that the students should have achieved junior status.  She stated that in discussion it was initially thought that students should have achieved senior status but then changed to junior status to give the student more planning time to schedule needed classes.  Mr. Lavigne stated that this item will come back to the Commission in three to four months.

It was proposed that the Joint Executive Committee consider a Budget Adjustment for Fiscal Year 2008-2009, increasing State General Fund for TOPS to cover a pending shortfall.  Mr. Lavigne explained that the TOPS appropriation is for “more or less” to ensure all awards could be paid.  Mr. Lavigne stated that this is necessary for the Division of Administration to appropriate the additional money, which in this case is 3.2 million dollars.  Mr. Long made a motion for approval.  Dr. Gargano seconded the motion and it carried unanimously.  

Dr. Harper asked why this can be done for TOPS and not for GO Grant?  Mr. Lavigne explained that the appropriation act includes the “more or less” for TOPS which allows the agency to request the additional money.  The GO Grant does not include the “more or less” language.  

It was proposed that the Joint Executive Committee consider a Cooperative Endeavor with the Louisiana Department of Justice (DOJ) for the collection of a portion of the agency’s defaulted student loan portfolio.  Mr. Lavigne stated that DOJ has been a great collector for LOSFA.  He stated that the agency is permitted to contract with outside contractors to handle collections.  Mr. Lavigne stated that since DOJ has done such a good job in collections and is a state agency, they will take over the portion of defaulted loans that was previously contracted out to other vendors.  Ms. Amrhein explained this would create internal efficiencies, which are needed due to budget cuts and position reductions.  Dr. Harper made a motion for approval.  Ms. Burkhalter seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee receive an update on filed and expected legislation for the 2009 Regular Session of the Louisiana Legislature.  Ms. Amrhein explained that the first topic of discussion is the proposal of the agency and its structure to move under the Board of Regents (BOR).  Mr. Lavigne stated that the Governor’s office has proposed that LOSFA be moved from under the structure of Special Schools and Commissions to the BOR which was a surprise to all.  
Mr. Lavigne detailed his meeting with Ms. Angele Davis, the Commissioner of Administration; Mr. John Carpenter; and Mr. L.J. Smith, Budget Analyst.   Mr. Lavigne explained that Mr. Eldredge had developed a plan of how this transfer should be done legislatively and this information was presented to them and accepted.  Dr. Harper noted that a similar move was included in the agency’s strategic plan a few years ago on the premise that this would benefit LOSFA.  Dr. Harper asked what impact this transfer will have on the Commission?  Ms. Amrhein explained that there are statutory implications and budgetary implications.  Ms. Amrhein explained that all of the agency’s funding was rolled into the BOR budget without separating it out into programs.  The agency’s budget currently lists four separate programs: Administration, Loans, Scholarship and Grants, and TOPS awards.  
Mr. Lavigne explained that the membership of the Commission is comprised of only three direct appointments by the Governor, the Chair, Proprietary Schools and Vocational Education.  The Commission is comprised of a body of people who listen closely to the rules that affect their particular group of institutions.  Mr. Lavigne stated that there are very few times when roll call votes have been necessary because he has worked diligently to work out any differences.  He stated that in terms of operational efficiency this is a very efficient way to work.  
Mr. Long noted that when the idea of transfer was first discussed it was due to the TOPS issue that was going on at the time.  He stated there were efforts by some legislators at the time to move the authority from the Commission and put it directly under BOR in an attempt to make it the Taylor plan as opposed to the original TOPS plan.  Mr. Long stated the Board of Regents has never had a desire to handle the day-to-day operations of the agency.  He explained that this effort never went any further.  Mr. Lavigne reported that Commissioner Davis wants the agency to remain an independent body.  Dr. Tremblay stated that the staff at the BOR and the staff at LOSFA have a tremendous working relationship.  He explained that the day the Executive Budget was released there were a number of surprises, this being one; however, this was not in any way a request by BOR.  Dr. Tremblay noted that the Proprietary School Commission is under the BOR, but the BOR relies totally on that Proprietary School Commission to do the work in those schools.  The one difference is that Proprietary School actions do go to the BOR for ratification and there has not been one question raised since 1999 about the actions of that Commission.  
Dr. Gargano stated he thinks combining LOSFA with the BOR is a horrible idea.  He stated that if there is a consolidation he believes LOSFA loses in many ways.  Dr. Gargano stated that this is an effort by the Governor and his staff to down size government; however, he believes that no one will be able to say that this is a better way.  He stated that LOSFA and the BOR are both very high powered, high quality state agencies that are meeting the objectives of the citizens of this state.  Dr. Gargano stated that if this consolidation happens the fees which LOSFA generates could go into a pool of money dedicated to research and development.  

Dr. Harper asked if the decision to consolidate the two agencies has been finalized?  Mr. Lavigne stated that in terms of the Governor’s executive budget, yes, but in terms of the Legislature’s final action, no.  Mr. Long noted that there are some legislators who will oppose this proposed legislation.  Ms. Amrhein explained that she is concerned about the executive budget due to the agency’s complicated funding model and the possibility of not having the ability to control how the money is spent.  She explained that when there is an adequate surplus in the agency’s revenues, the agency can use these funds to provide need-based grants to students.  This language has been removed from this version of House Bill 1 (HB1).  Ms. Amrhein also noted that the “more or less” language for funding TOPS has been left out of House Bill 1.  

Dr. Tremblay stated that he agrees with Dr. Gargano.  He stated that the legislative process provides an opportunity for topics to be heard and for level-headed consideration of possible unintended consequences and weigh those things and make a logical decision.  This is what he hopes will happen during this legislative session.  

Mr. Lavigne stated that he is honored to be the Chair of this Commission and he believes that it is definitely in the best interest of the agency to remain independent and to continue the strong working relationship with the BOR.  He stated that he will answer any questions asked honestly and straight forward, if given the opportunity.  He added that he will do what he feels is right for the students of this state.  

Mr. Eldredge stated that in talking with one of the Senate Education staffers he has learned that Senator Gautreaux’s bill to cap TOPS is a political statement.  The proposed legislation is to cap TOPS at $1,600.00 a semester or what the university charges, whichever is less.   


Mr. Lavigne discussed the Core IV requirements and stated that students could meet the requirements but not be eligible for TOPS and vice versa.  Ms. Amrhein stated that legislation was presented last year to align the Core IV requirements and the TOPS requirements, but it did not pass because representation from the Taylor foundation stated that aligning the two cores would weaken the TOPS Core curriculum.  Ms. Amrhein noted that alignment of the cores will not happen again this year.  It is of utmost importance to inform the students, schools and parents of the core issues because current high school students could be adversely affected.  Mr. Lavigne stated that he discussed this with the Commissioner and warned her that many appeals will be filed due to these requirements not being aligned. 

A list of potential bills was made available, but the committee opted to wait until the next meeting to discuss, since the final submission date for filing bills had not been reached. 

Mr. Eldredge asked to discuss possible legislation regarding the START Saving Program.  He stated that presently the provision provides that if you do not deposit $2,400.00, or $4,800.00 for married couples, in a year; the account owner can roll over the difference to future years.  Account owners can claim up to $2,400.00 or $4,800.00 as a state tax deduction.  Mr. Eldredge stated the gift tax provision was changed a few years ago to match the federal regulations as they pertain to the START Saving Program.  An account owner can deposit five years of the maximum amount in one year, which currently is $65,000.00; however, this is not considered a taxable gift.  Mr. Eldredge stated the problem is if an account owner deposits the $65,000 ($130,000.00 if married) in one year, only up to $4,800.00 can be deducted.  Mr. Eldredge explained the proposal being presented will include a provision to roll forward the monies that are in excess of the $2,400.00 or $4,800.00 to subsequent years to allow the state tax deduction allowance for all money deposited.  Mr. Eldredge stated that the Department of Treasury and the Department of Revenue stated that they do not see a problem with implementing this change.  Mr. Long brought up the issue that if this has a negative effect on the state’s budget it is not likely to pass.  Mr. Lavigne and Mr. Long asked that this proposal be deferred.  
There being no further business, Dr. Harper made a motion to adjourn at 1:08 p.m.  Ms. Burkhalter seconded the motion and it carried unanimously.  
APPROVED:







F. Travis Lavigne, Jr.






Chairman
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