



JOINT MEETING

OF THE

EXECUTIVE COMMITTEES 
OF THE

LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION

AND THE
LOUISIANA TUITION TRUST AUTHORITY

MINUTES OF MEETING

DATE:

November 25, 2008

TIME:

10:30 a.m.
PLACE:
Louisiana Office of Student Financial Assistance

Mr. F. Travis Lavigne, Jr., Commission and Authority Chair, called the joint meeting of the Executive Committees to order at 10:37 a.m.

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





Mr. F. Travis Lavigne, Jr.

 

Mr. Jimmy Long
                        
Mr. Pat Strong


The following members were absent:



Dr. Sandra Harper



Mr. Tony Clayton                        

Three members were present and this did not represent a quorum.  Mr. Lavigne temporarily appointed Mr. Tony Falterman and Dr. Michael Gargano, 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

Mr. John Williams

Mr. Pat Strong

The following member was absent:



Dr. Sandra Harper


Five members were present for a quorum.  


Also present:



Ms. Tricia Dubroc
Mr. Jim Parks
Ms. Brinda White
 
The following staff members were present:  


Ms. Melanie Amrhein

Dr. Sujuan Boutte’

Mr. Kelvin Deloch

Mr. George Eldredge

Ms. Carol Fulco

Mr. Jack Hart

Ms. Mary Jane Lange

Ms. Suzan Manuel

Mr. Christy Marchand

Mr. David Roberts

Ms. Juanita Rougeau

Ms. Alice Thibodeaux

Ms. Lynda Whittington



Under Introductions and Announcements, Mr. Lavigne welcomed Mr. Tony Falterman, LSU Board of Supervisors Member, to the Commission and Authority.  Mr. Falterman thanked Mr. Lavigne and stated that he has been in political office for thirty two and a half years and will be retiring as the District Attorney for Ascension, Assumption, and St. James parishes.  He was appointed to the LSU Board of Supervisors two years ago and is pleased to have been appointed to now serve on both the Commission and Authority.

The minutes of the October 1 Joint Executive Committee meeting were presented for review and approval.  Mr. Long made a motion for approval.  Dr. Gargano seconded the motion and it carried unanimously.

Under Program Updates, Ms. Amrhein stated there has been much activity at the state and federal levels.  Dr. Boutte’ presented the START updates including the Activity report dated October 31, 2008. The report tracks the accounts opened, closed, net accounts, deposits, disbursements made for qualified higher education expenses, refunds, and reviews any current trends.  The month of October shows a huge increase in new accounts opened, 678, in contrast to the September totals, 210.  The reason was that 322 of the 678 new accounts were GEAR Up accounts which are opened as part of the  Reward for Success program.  The deposits shown; however, are actual deposits, not Gear Up money   and is above what was deposited in 2007.  Dr. Boutte’ also noted that the disbursements are also holding steady despite the current state of the market.  GEAR up monies will be received in November and will be shown in the statements and presented at the next meeting.  The following page shows the breakdown of investment options and the amount of money broken down by fund.  The majority of account owners continue to invest in the Principal Protection option. The next page breaks down Louisiana account owners by parish.  Out-of-state participants with in-state beneficiaries are not included in this report.  Ms. Amrhein stated that the Treasurer’s Office works with Vanguard to select the investment instruments giving the owners several options to choose from to best fit their need. Mr. Eldredge discussed the two types of programs.  One is a pre-paid program; however, START is a College Saving Program.  Mr. Lavigne noted that when the program first began as a savings program for higher education expenses, owners were not allowed under the statutes to invest in equities.  Legislation was passed and currently owners can invest in equities; however, they are not allowed to self manage the funds.  He also stated that all the monies must be used for higher education expenses or they would be subject to state and federal taxes.

Mr. Roberts provided an update on two color brochures which are part of a new marketing effort to increase public awareness of the START Saving Program.  One of the two brochures will be mailed out to new parents. They will receive the brochure along with their child’s birth certificate.  The agency is working in conjunction with the Office of Vital Records and Statistics to accomplish this.  Mr. Roberts stated that approximately 65,000 brochures will be mailed out annually. The other brochure, entitled “Be Their Hero”, is geared at promoting Category 6 accounts.  Mr. Roberts explained that the Category 6 account is an account that can be opened for a beneficiary who has financial need and is not a member of the account owner’s family; however, certain criteria will have to be met.  Mr. Roberts stated the agency is working with the Department of Education and he has been in contact with Ms. Laverne Dunn, who is the statewide coordinator for the homeless in Louisiana.  The agency is hoping to partner with Ms. Dunn and her agency to open accounts to benefit some of the homeless children of our state.  Ms. Amrhein stated the agency has a very limited marketing budget for START and continues to try to put the word out in an efficient manner.  Mr. Roberts also added that these two brochures will be available in PDF format on the START website.

Dr. Sandra Harper joined the meeting in progress.  


Mr. Eldredge discussed a supplement to the START Saving Program Disclosure Booklet and Participation Agreement.  Mr. Eldredge provided a brief explanation of the supplement stating it was designed to ensure the information we provide to account owners fully discloses what their possibilities are both in terms of what their returns may be and also what their risks may be.  Since the last time the disclosure booklet was printed there have been changes in federal Law and state Regulations.  This supplement will go out to all current and potential account owners.  Mr. Lavigne asked that Mr. Eldredge discuss the state match and how it is based on the adjusted gross income of the account owner.  Mr. Eldredge stated that the state contributions are State General Funds that are appropriated specifically to encourage people to save.  The program was initially started to help families of low income save for college. Ms. Amrhein added that Louisiana is one of only two or three programs that actually offer matching grants to account owners and Louisiana is, by far, the most generous.  The program is rated as the best plan in the country because there are no fees involved, the Earning Enhancement incentive, and the tax benefits the owners receive.  

 Ms. Amrhein reported the START audit exit conference was conducted in October for the 2007 review of the financials and the operation of that program.  The report will be provided to Authority members after the new year.  Ms. Amrhein stated the staff does not anticipate any findings from that review.

Mr. Hart reviewed the financial reports.  The first page shows net assets of the operating and federal fund for the FFELP program.  Mr. Hart explained that the reports now show liabilities recorded on the federal fund for both the deferred or unearned federal default fees and for the loan loss allowance.  Mr. Hart reported the net assets for the federal fund and operating fund.  The second page shows the year-to-date operating statement of the federal fund.  Mr. Hart added that the agency is not paying claims or collecting reinsurance so most of what is shown on the report is the federal default fee revenue.  This report shows a more accurate picture of our operations for the current year.  Mr. Hart discussed the Reserve Ratio and Loan Loss Allowance.  Ms. Amrhein stated the agency maintains two funds based on federal law.  The federal fund is to pay claims to lenders for loans that have defaulted.  The agency is reimbursed by the Department of Education for ninety-five percent of that amount; therefore, the federal fund constantly revolves.  Currently the agency is not paying claims out of that account.  An agreement was made with ECMC who is paying claims for the agency with federal money because of the high number of claims due to the hurricanes in 2005.  The operating fund includes funds that the agency earns from collections on defaulted loans, aversion fees, etc.  These funds are used to support the agency’s operations and also to support state programs.               

Ms. Amrhein presented the loan volume updates.  Ms. Amrhein stated that staff is encouraged by the increase in loan volume.  The first report discussed is based on the Federal fiscal year which ended in September and shows a 38.8% increase over the prior year.  She stated that the agency receives fees from the Department of Education on every loan we originate; therefore, an increase in loans originated increases the agency’s revenue.  Ms. Amrhein stated contributing factors to the increase in loan volume are the state is paying the default fee and the services provided by the agency’s School and Lender Services Section.  The chart based on the state fiscal year which ended in June.  The numbers for July, August, and September demonstrate that the agency continues to exceed last year’s numbers substantially.  Also, October numbers are up about 75% over last year’s numbers.   

Ms. Amrhein discussed a letter from the Commissioner of Administration asking for the Activity Performance Review numbers for the agency.  Ms. Amrhein stated the letter is primarily to alert the agency to the possibility of a standstill or reduced budget for SFY 2009-2010.    


Ms. Amrhein also discussed the limited hiring freeze announced this past week.  LOSFA is required to freeze six positions, which will cost $21,000 in state general funds and $339,000 in federal funds.  Ms. Amrhein feels they want to not only freeze positions, but ultimately shrink the size of state government.  The six positions are not lost permanently at this point.  There is no mechanism for appeal of the freeze.

Dr. Boutte’ reviewed data for Go Grant as of 11/20/08.  Go Grant reports and payment rosters are run each Thursday so schools have to have their billings in by Wednesday night to be included in the Thursday run.  The goal is to get an idea for funding projections comparing last fall to this fall. The report shows program growth.  The SSN count for AY 07-08 was 10,409 and the count for AY 08-09 is 11,007 as of 11/20/08 which includes only the fall semester.  Dr. Boutte’ stated program growth by school type is also evident.  The technical schools are not quite at the same level yet but all schools have not billed or billed completely.  Currently an inventory is being compiled to identify which schools have not billed.  The agency is working one-on-one with these schools to get this done.  This information is needed to determine whether there is going to be a shortfall.  The remaining funds shown in the report are for the spring and summer sessions.  Projections are currently being developed to give to the Board of Regents.   At this time, we anticipate a possible shortfall for Go Grant based on comparing an average percentage growth from last year to this year.     

In response to an inquiry by Dr. Gargano, Ms.Amrhein explained that the agency operates as the payment tool for the Board of Regents for the Go Grant and Early Start programs.  The Board of Regents set the policy.  In the Memorandum of Understanding between Regents and the agency, the Commission is required to promulgate the rules and pay the bills for the programs.  The memorandum provides that the Board of Regents is responsible for securing additional funds, if the appropriation is insufficient.  

Dr. Boutte’ stated that there is a shortfall already in the Early Start program.  The agency has been working with the Board of Regents by closing the portal that schools use for reservations or making payment requests until the budget is resolved.  A good problem to have is that the schools are utilizing the program.  Dr. Boutte’ discussed the benefits of this program to the students of our state.  Dr. Boutte’ explained that she discussed with Regents how to anticipate the amount of money to ask for to cover the Spring semester when reservations are not being allowed to be made.  Dr. Boutte’ emphasized this issue is being worked diligently by the agency and Regents to resolve these matters.

A preliminary report to the Joint Legislative Committee on the Budget (JLCB) on Go Grant dated October 3, 2008 shows many schools had not billed timely for fall awards.  A subsequent report dated October 31, preceded by a letter from Ms. Amrhein, showed a better projection; however, several schools had yet to bill as of that date.  A third report will be submitted in January which is likely to show a shortfall which is currently projected to be about two million dollars.
  
Dr. Gargano suggests imposing a penalty to schools who do not file for payment timely.  Mr. Eldredge pointed out the Board of Regents would have to penalize offending institutions.  

Ms. Amrhein presented the letter closing the Federal Audit on conflicts of interest and stated that it closed favorably.

Ms. Amrhein discussed the notice of an upcoming audit by USDE.  The audit will be based on the 1998 reauthorization of the Higher Education Act.  It will focus on the separation of the one fund that the guaranty agency had in 1998 that was split into the two funds that we now have, the federal fund and the agency operating fund.  All of the guaranty agencies will be audited to determine whether the actions taken to create their federal and operating funds were correct.  

Ms. Amrhein discussed a letter providing information on how the DOE will implement the extension of the Secretary’s authority to purchase FFEL Program loans to address issues of liquidity in the student loan market.  Ms. Amrhein explained that changes in federal law will allow loans to be placed in participation agreements or placed directly with the Department.  The USDE has extended this change to 2009/2010 loans.  Loans from October 2003 – 2009 can be placed; however, they may not be consolidated loans.   Ms. Amrhein stated this was implemented to free up more money for the student loan market.


Ms. Amrhein presented an article entitled “The Bond Buyer”, and explained that the article is about how the new placement program or “conduit” may not be beneficial for certain types of non-profit lenders.      


Ms. Amrhein explained that an aggregate total of 6.5 billion dollars is going to be available for the Department to buy loans until February or until the conduit is in place.  When a loan is placed with the USDE it becomes their loan and no longer belongs to the guarantor.  When the agency loses the loan, the agency loses the guarantee and future revenues on potential defaults, potential delinquencies and the account maintenance fee that the Department pays the agency to maintain those loans.  Ms. Amrhein stated that the agency must prepare for how this will affect the agency’s bottom line.  She stated that we are looking at some possible lean years ahead.

Ms. Amrhein stated that with all of the coverage in the news, the schools know the challenges FFELP faces.  There is a real fear that schools will go to direct loans through the USDE and forego the public/private partnership altogether.  
To try to remedy this possibility, there has been a FFELP coalition formed at the national level.  Ms. Amrhein discussed a letter from this coalition and explained that the letter will be sent to Louisiana schools.  It was sent to all the guarantors to send out to their schools.  The letter has been signed by 67 FFELP partners, guarantors and lenders combined.  Ms. Amrhein stated that there is a strong possibility  that we will have a Louisiana FFELP coalition.   A letter has been drafted and will be given to the Chair to consider.  

The loan volume comparison shown in a different format was discussed.  Again, it shows the growth in loan volume.

Mr. Lavigne asked for a motion to take Item 11 on the agenda out of order.  Mr. Lavigne introduced Mr. Jim Parks, Executive Director, Ms. Brinda White, and Ms. Tricia Dubroc from the Louisiana Public Facilities Authority.  Mr. Williams suggested a motion to approve a resolution recognizing the Louisiana Public Facilities Authority for its contribution to the State’s student loan borrowers.  Ms. Amrhein stated that our state has been fortunate to have a secondary market like the LPFA.  Ms. Amrhein declared that the agency believes LPFA has the best loan product in the state for students attending Louisiana institutions.  Ms. Amrhein read the resolution aloud.  It will be framed and presented to the LPFA Board at an upcoming meeting.  Mr. Falterman made a motion to approve the resolution.  Mr. Williams seconded the motion and it carried unanimously.  Mr. Parks expressed his appreciation.

Under Old Business, it was proposed that the Joint Executive Committee finalize the performance evaluation of the Executive Director.  Mr. Lavigne compiled the results of the score sheets that were disseminated at the last meeting.  He stated that a rating of 4.50 – 5.0 is outstanding and reported that Ms. Amrhein received a score of 1/100th of a point away from outstanding.  Mr. Lavigne reported that, due to budget constraints, Ms. Amrhein declined a salary increase.  Nevertheless, Mr. Long made a motion to authorize a 4% increase.  A unanimous second was offered and the motion carried.  Ms. Amrhein stated that she is grateful to the Commission for their confidence and support.  

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 requests submitted by Celeste (5801), Jonathan (4663), Ashley (4801), Alex (0701), Katrice (4062), Frederick (7891), Daniel (9821), and Michael (1944).  There were no recommendations for denial.  After discussion, Mr. Long made a motion for approval.      Mr. Falterman seconded the motion and it carried unanimously.  

It was proposed that the Joint Executive Committee consider the Agency’s Budget request for State Fiscal Year 2009-2010 and make appropriate recommendations to the Commission and Authority concerning its adoption.

Ms. Lange provided a budget summary.  Copies of the complete budget were made available.  She reviewed the highlights of the budget request stating that the agency received guidelines from the Budget Office suggesting that a 1.6 percent inflation rate be requested.   Ms. Lange discussed the agency’s requests and needs for this fiscal year which includes raising the minimum wage for our student workers, Teacher’s Retirement increase for two employees, an additional Auditor position, an additional Human Resource position which is actually a reinstatement of a position, a new Scholarship/Grant position based on the fact that the agency has two new programs, Go Grant and Early Start, a new START position, a restoration of a Public Information position, a Marketing position to market START, another Public Information position and operating expenses in outreach to reach the middle school level, TOPS Redesign, IT Training, equipment.  Ms. Lange stated that the agency has asked for $15 Million workload increase for Go Grant, $10 Million workload increase for TOPS, $7 Million for Early Start, and a $43 Million increase in Federal budget authority due to the contract with ECMC expiring on September 30, 2009.  After discussion, Mr. Falterman made a motion for approval.  Dr. Gargano seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee consider entering a contract with Vanguard Group, Inc. for the administration of equity investments being offered to participants in the START Saving Program.  Mr. Eldredge stated that the agency has been under contract with the Vanguard Group to provide the equity investments in partnership with the Treasurer.  The original contract was for five years and the contract has been continued.  There were no other qualified providers other than Vanguard to accommodate the needs.  The agency has been extremely satisfied with the working relationship with Vanguard and the low cost to the agency.  Mr. Eldredge stated that the contract took a long time to negotiate and he wanted to commend Ms. Lively for the time she invested and the effort made to clarify the language of the contract.  Mr. Williams made a motion for approval.  Dr. Harper seconded the motion and it carried unanimously.  Ms. Baier also commended Ms. Lively for the clarity of the contract.  

It was proposed that the Joint Executive Committee consider ratifying a contract with Sallie Mae, Inc. to provide a Student Loan Processing System for the administration of its functions as a Student Loan Guarantor and consider ratifying a side-letter signed in connection with that agreement.


Mr. Eldredge explained the software support needed for Loan Administration to originate loans, administer loans, avert loan defaults, and collect on defaulted loans.  He stated that until the mid 1990’s the agency used it’s own software and that the software was not supportive of the schools.  A solicitation of offers was issued and only one received. It was from a predecessor of Sallie Mae.  Over the years the agency has requested proposals to replace the system; however, each time the agency has gone back to Sallie Mae.  The Commission previously authorized the agency to negotiate a contract with Sallie Mae based on its recent proposal.  Due to the expiration and 30 day extension of the current Sallie Mae contract and considering the business losses that Sallie Mae could face, Sallie Mae was very insistent that the agency act promptly.  The Executive Director discussed the situation with the Chairman and it was agreed that the Executive Director would sign the contract and then present it to the Commission for ratification.  Mr. Eldredge stated there is not another provider available to us who can provide the software to support loan operations across the board.  Sallie Mae is the only provider that can fulfill the needs of this agency without having to spend extra money either on people or more software.  Mr. Eldredge explained that Sallie Mae would enter a contract with the agency only on the condition that the agency agree that it would not sue Sallie Mae for a known action under the noncompete provision.  A side-letter was drafted and an agreement was made to enter a contract based on signing this document.  Mr. Eldredge stated the agency feels confident that the agreement will not adversely affect the agency’s rights or actions by the Attorney General.  There was discussion by the Commission and staff and Mr. Lavigne stated that an amendment be made to the side-letter, upon staff recommendation, to include the phrase “known” and also add “as of October 28, 2008”.  Mr. Falterman made a motion for approval.  Mr. Strong seconded the motion and it carried unanimously. 

It was proposed that the Joint Executive Committee consider rulemaking to amend Sections 305, 309, and 311 of the START Saving Program rules to clarify the trade date.  Mr. Lavigne stated this was originally approved; however, because of some delays it was not advertised in a timely basis.  The agency comes under the Administrative Procedure Act and, in order to satisfy the requirements and also be timely, an authorization needs to be given to the Executive Director.  Mr. Williams made a motion for approval.  Ms. Baier seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee consider rulemaking 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 graduated from out-of-state high schools in 2006-2007, 2007-2008 and 2008-2009.  The Staff recommendation is that the Executive Committee adopt the proposed amendments and emergency rules and authorize the Executive Director to publish notice of emergency rules and authorize the Executive Director to publish notice of intent to make these rules permanent.  Mr. Eldredge added that the agency did discuss this proposal with the Board of Regents and Regents was in agreement with this change.  Motion was made my Mr. Falterman.  Dr. Harper seconded the motion and it carried unanimously.

It was proposed the Joint Executive Committee recognize members of the Advisory Committee who have completed their terms and the new appointees.  The outgoing members are:  Teri Smith from the University of Louisiana – Monroe, Germaine Edwards from Delgado Community College, Ursula Shorty and Raymond Clarke from Southern University – New Orleans.  Ms. Shorty was the LASFAA President last year and served as an ex-officio, non voting member on the Advisory Committee.   The new appointees are:  Roger Vick, Louisiana Tech University representing the University of Louisiana System; Calaundra Brown, Baton Rouge Community College representing Louisiana Community and Technical College System, and Kathy Woods, Southern University – New Orleans representing the Southern University System.  Mr. Falterman made a motion for approval.  Mr. Long seconded the motion and it carried unanimously.

It was proposed that the Joint Executive Committee consider adoption of the meeting dates for the period January through June, 2009.  The dates include January 7, February 4, March 4, April 7, May 12, and June 11.  Ms. Amrhein stated that Southern University’s Board Meetings are the only ones not published as of yet.  Ms. Amrhein also stated that she and Mr. Eldredge discussed the January 7 date as being a date to be kept on the calendar but possibly canceling the meeting if there are no actionable items as everyone will just be returning from the holidays.   Ms. Baier made a motion for approval.  Dr. Harper seconded the motion and it carried unanimously.
The New Member Orientation was discussed and scheduled for December 16, 2008.  Ms. Amrhein stated the meeting will be around three to four hours in length.
There being no further business, Mr. Strong made a motion to adjourn at 12:27 p.m.  Mr. Long seconded the motion and it carried unanimously.  
APPROVED:







F. Travis Lavigne, Jr.






Chairman

08-349

Page 1 of 1
PAGE  
08-349

Page 12 of 12

