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Meeting of the Board of Directors
April 21, 2016 – 10:00 AM  

A meeting of the Board of Directors was held on April 21, 2016 at 10:00 a.m. in the Boardroom.

Those in attendance were: 

Representative William F. Adolph, Jr., Chairman 
Senator Wayne D. Fontana, Vice Chairman 
Senator Ryan Aument (via teleconference)
Representative Matthew D. Bradford
Representative Sheryl Delozier
Representative Jaret Gibbons 
Representative Sandra J. Major 
Representative Michael Peifer (via teleconference)
Mr. D. Raja (via teleconference)
Honorable Roy Reinard (via teleconference)
Representative James Roebuck, Jr. (via teleconference)
Senator Mario Scavello (via teleconference)
Chancellor Timothy R. Thyreen 
Senator Robert M. Tomlinson (via teleconference)
Deputy Secretary Dr. Wil Del Pilar (via teleconference)
James L. Preston, President and CEO
	Jim White, General Counsel 
			
Those absent were:

Representative Mike Carroll
Senator Vincent J. Hughes
Senator Lloyd Smucker
Senator John N. Wozniak
Senator Sean Wiley
Secretary of Education Pedro Rivera

Also in attendance:  
	
Liz Craig, Senator Hughes’ Office (via teleconference); Kelly Phenicie, Senator Smucker’s Office;  Ann Aerts, PwC; Christine Zubeck, Senator Scavello’s Office; Jen Smeltz, Senator Tomlinson’s Office; Jeannie Smyth, Rep. Adolph’s Office; Danielle Gross, PA Commission Community College; Jan Murphy, PennLive; Mary Young, AICUP; Don Francis, AICUP; and the following PHEAA staff:  Nathan Hench, Stephanie Martella, Jason Swartley, Keith New, James Steeley, Bethany Bosha, Lee Koller, Isaac Greene, Wil Lindsey, Christine Zuzack, Elizabeth McCloud, Dana Hepner, Lisa Gipe, and Karen Garbacik   
	
Upon establishing the presence of a quorum, Chairman Adolph called the meeting to order and called up Agenda Item #1. 


1. Minutes    
	On a motion by Representative Major, seconded by Senator Fontana, the minutes of the February 18, 2016 meeting were unanimously approved.

Chairman Adolph called up Agenda Item #2.

2. Pennsylvania State Grant Program and Matching Funds Program
Chairman Adolph called on Representative Major.  Representative Major thanked the 
Chairman and reported that the Committee on Need Analysis and Aid Coordination met yesterday and, once a quorum was established, the Committee adopted the minutes from the January 19, 2016 meeting.

The Committee held healthy conversations on several issues that Representative Major reviewed with the Board.  For the benefit of the Members, the Committee has oversight over various issues surrounding the Pennsylvania State Grant Program, whether they are policy recommendations or funding proposals.  The Committee brings certain matters to the Board’s attention and makes recommendations to the full Board on those various topics.  It is important to remind the members of the Board that management discusses these issues with the State Grant Advisory Committee – a Committee of financial aid administrators, school officials and higher education association representatives from across the state.  The Advisory Committee meets several times a year to provide a perspective to PHEAA and, ultimately, the Board of Directors on State Grant Program issues and makes recommendations accordingly.

Representative Major noted that late yesterday afternoon, Mr. Preston sent out a memo to the full PHEAA Board outlining four recommendations. Representative Major verbally walked through each of these four recommendations and then said she would answer any questions that the Committee may have.  Formal action is being requested on these items – provided the Board is in agreement.

Recommendation #1 includes two policy recommendations regarding the Pennsylvania State Grant Program for the 2017-2018 award year.  Currently, the State Grant Program allows Pennsylvania residents to take their State Grant awards to schools that are located out-of-state, provided that state allows their awards to come into Pennsylvania.  Over the past several years, a number of states have limited the portability of awards into other states.  The Committee reviewed and there was general consensus that the Board give consideration to eliminating out-of-state awards entirely.  These awards are small in comparison to awards at Pennsylvania schools, with the average award equaling $550.

Representative Major said that the Committee reviewed a second recommendation that would eliminate the current policy of awarding State Grants to Pennsylvania residents who enroll in unique programs of study in non-reciprocal states.  Currently, the Pennsylvania State Grant Program allows Pennsylvania residents to take their PA State Grant out-of-state if they cannot find a particular program of study offered at a Pennsylvania institution.  Given the increase in online education and the diverse fabric of higher education institutions within Pennsylvania, the number of grants going to students enrolled in a unique program of study has declined.  For 2014-2015, there were only 28 grants awarded to these students.  Given the decline and the small award amounts for these students, the Committee agreed that this policy should be eliminated beginning with the 2017-2018 award year and is making such recommendation to the Board.

Recommendation #2 concerns the Distance Education Program Transition.  As the Board knows, the General Assembly passed Act 59 of 2013 authorizing PHEAA to institute a Distance Education Pilot Program.  The program mirrored many of the requirements of the PA State Grant Program with two exceptions – the pilot provides grants to students who enroll in online programs of study that exceed the current 50 percent rule or who enroll online for more than 50 percent of their term credits.  The Committee reviewed three documents that program staff have compiled, including the second annual report on the Distance Education Pilot Program, a report compiled by an independent entity entitled The Education Commission of the States, and a white paper that program staff developed that speaks to the policy recommendations that are being put forth to the Board today.  These reports will be made available to the full Board following today’s meeting.  

Representative Major noted that the policy recommendations being made for the 2017-2018 award year include the expansion of the PA State Grant Program to offer grants to Pennsylvania students who attend institutions that are headquartered and domiciled within the Commonwealth regardless of the course delivery mode.  If a school is headquartered outside of Pennsylvania but has a physical location in Pennsylvania, their students would still receive a State Grant but under the existing 50 percent rules.  If the Board is in agreement with these recommendations, then PHEAA program staff would begin to message with the key legislative stakeholders on legislation that would make these changes permanent.  

The Board cannot make this change on its own but rather makes recommendations to the General Assembly.  It is contemplated that, since the pilot was legislated for a 5-year period, conversations with the General Assembly should occur early before the pilot program sunsets.

Recommendation #3 is in regard to the 2016-2017 Matching Funds Program making preliminary award allocations.  In anticipation of an appropriation from the General Assembly for Matching Funds, the Committee reviewed preliminary allocations to the four programs that benefit from these funds.  The Committee recommends that authority be given to Mr. Preston, as President and CEO, to make the allocations as outlined in the Board memo with final adjustments made once the 2016-2017 Commonwealth Budget is finalized or program allocations need to be adjusted.

Recommendation #4 is in regard to a decision that is needed to make the 2016-2017 Pennsylvania State Grant awards.  This process occurs on an annual basis each April so that program staff can process conditional awards for students and families and make those awards public in early May for financial aid planning purposes.  It was noted that the PA State Grant Program continues to see a decline in the number of recipients.     

For 2015-2016, it is anticipated that the program will provide 145,972 awards; for 2016-2017, it is anticipated there will be 129,257 awards.  Declining high school demographics is a large contributor to this decline and gives further reason why we should consider expanding the program to fund programs of study that are 100-percent online. 

Representative Major said that the Committee reviewed the recommendations of the State Grant Advisory Committee as presented by management and informed the Board that the Committee disagreed slightly with the Advisory Committee’s recommendations.  The Committee is recommending to the Board that we maintain the same formula parameters that were used in the 2015-2016 award year.    After a healthy dialogue from all of the Committee Members, it was recommended that PHEAA should announce awards at the same level as they were announced for 2015-2016.  Program staff said that such an award announcement would require the General Appropriation to increase from $266 to $278 million and, when combined with the $75 million PHEAA supplement, would honor the same awards that were announced for the prior year.  If the Board agrees, as the budget process moves forward, awards can be recalculated based on final resource allocations from the General Assembly and PHEAA.

Representative Major noted that the Board Members have a memo from Mr. Preston that provides additional details and highlights on these four recommendations.  It is recommended, based on the Board conversations, that the Board take formal action, as appropriate, on each of these matters.  Representative Major said that concluded her planned remarks and along with Ms. Christine Zuzack and Mr. Nathan Hench, would be happy to answer any questions the Members may have.

	Chairman Adolph said that for Recommendation #1, 2017-2018 State Grant Proposals, he had concerns about eliminating out-of-state awards since this may also trigger other states to do the same.  Ms. Zuzack said that currently, six states allow their grants into Pennsylvania:  Delaware, District of Columbia (DC), Vermont, West Virginia, Ohio, and Massachusetts.  Ms. Zuzack shared that DC students may receive up to $25,000 in grants and noted that Vermont also has very generous grants for their students.  Chairman Adolph asked about New Jersey and New York.  Ms. Zuzack said they do not allow their grants into PA.  Vice Chairman Fontana asked to confirm that 828 Ohio College grants came into PA for the 2014-2015 school year.  Ms. Zuzack said that is correct.    Representative Delozier said that she is hesitant to penalize some PA students that may need to go out of state.  Representative Delozier also noted that the $500.00 would certainly assist the students.  Mr. Raja asked what is the dollar amount in grants coming into Pennsylvania.  Ms. Zuzack said that for the 2014-2015 award year, it was $5.3 million total and $4.9 million without Ohio.  Chairman Adolph said that he does not want to limit PA students.  Representative Gibbons stated that many of his constituents enroll in Ohio colleges that are closer to their home than in-state schools.  Representative Gibbons said that it is important to provide these options to students who are looking for the best opportunity.  Dr. Will Del Pilar asked if the $550.00 is needlbased.  Ms. Zuzack replied yes.

	Chairman Adolph said that for Recommendation #1 he would like to hold off on the first part of the recommendation, but would like to pass the second part.  Senator Fontana agreed and made a motion, seconded by Representative Delozier, which was unanimously accepted by the Board.

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2017-2018 award year: 

PHEAA will discontinue the provision of State Grant awards for unique programs of study offered at out-of-state schools.

	Ms. Zuzack stated in regard to Recommendation #2, Distance Education Program Transition, that PA is the only state that does not recognize distance education on the same basis as in-classroom instruction.  PHEAA wants to ensure that inclusion of this new population of online students does not dilute the current levels of State Grant awards and, therefore, makes the following recommendations for including distance education students in the State Grant Program: 

1) If a school is headquartered and domiciled in Pennsylvania, both distance education and classroom students at that institution would qualify for a State Grant.  
2) If a school is not headquartered in Pennsylvania, but has a physical location here, students would continue to qualify as they currently do. 
3) End the pilot program one year early and incorporate all distance education eligibility changes effective with the 2017-2018 award year, pending General Assembly adoption of legislation, in order to effectuate a smooth transition and continued eligibility for students enrolled in distance education.

On a motion by Senator Fontana, seconded by Representation Major, the motion was 
unanimously approved.

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2017-2018 award year, the Pennsylvania State Grant Program modify existing institutional parameters for State Grant eligibility to also specify:

1) If a school is headquartered and domiciled in Pennsylvania, both distance education and classroom students at that institution would qualify for a State Grant.  

2) If a school is not headquartered in Pennsylvania, but has a physical location          here, students would continue to qualify for State Grants as they currently do. 

          3) That the State Grant Distance Education Pilot Program be ended one year early, incorporating all distance education eligibility changes effective with the 2017-            2018 award year (pending General Assembly adoption of legislation).


	Ms. Zuzack stated for Recommendation #3, 2016-2017 Matching Funds Program, the Committee on Need Analysis and Aid Coordination met to consider the tentative allocation of the proposed Matching Funds appropriation among its four component programs:  Federal Work-Study – On-Campus, Federal Work-Study - Community Service, State Work-Study, and Partnerships for Access to Higher Education (PATH) Grants.  The details of this recommended apportionment of funds is provided below:

Matching Funds Program
Proposed 2016-2017 Allocations

	Resources
	2015-2016
	2016-2017
	Increase/(Decrease)

	Appropriation
	       $12,496,000
	$12,496,000*
	$            0

	Estimated Carryover
	 $ 1,246,000
	$ 1,413,052
	$  167,052

	Total Resources
	$13,742,000
	$13,909,052
	$  167,052

	
	
	
	

	Program Allocations
	2015-2016
	Proposed 2016-2017
	Increase/(Decrease)

	PATH Grants
	$ 2,300,000
	$ 2,300,000
	         $            0

	FWSP On-Campus
	$ 6,751,000
	$ 6,809,052
	         $    58,052

	FWSP- Community Service
	$    991,000
	$ 1,100,000
	         $  109,000

	State Work-Study
	$ 3,700,000
	$ 3,700,000
	         $             0

	Totals
	$13,742,000
	$13,909,052
	         $   167,052



*Governor Wolf’s Proposed Funding

If the Board agrees with the Committee’s recommendation regarding these award parameters, the following motion would be in order:

That the Committee on Need Analysis and Aid Coordination recommends to the Board of Directors that staff be authorized to make 2016-2017 allocations among the individual Matching Funds Programs as provided, based on the recommended appropriation of $12,496,000, and that the President and Chief Executive Officer be given authority to adjust the Matching Funds Program allocations from time to time if demands within the program change throughout the year.

 		Once the Commonwealth budget is passed, final allocations within these programs can be established.

	A motion was made by Senator Fontana, seconded by Representative Major, and the motion was unanimously passed.

	Ms. Zuzack stated for Recommendation #4, PA State Grant Program, options for the awarding formula for the 2016‑2017 Pennsylvania State Grant Program were discussed.  The information provided reflects the State Grant formula that is being recommended to the Board from the Committee.  Additional details on this awarding formula are provided.

	Although the Commonwealth budget process will not be completed until this summer, it is important to make award announcements in May so that students and schools can prepare for the upcoming academic year.  This eligibility determination provides the same maximum State Grant award as in 2015-2016 providing some stability for returning students.  A standard award adjustment factor of 0.9233 is applied across all students in order to bring expenditures within available resources.  This would result in the 2016-2017 award structure outlined below:

     
 2016-2017 Maximum and Minimum Awards
     For Pennsylvania Schools

			       College Cost Tiers           	 Minimum Award     Maximum Award
			     $        0 to $12,000	   $500                    $2,308
			     $12,001 to $19,000	   $500	                    $3,693
			     $19,001 to $29,000	   $500	                    $3,970
			     $29,001 to $32,000	   $500	                    $4,340


	College costs are capped at $32,000.  Allowable costs are calculated using tuition, fees, a book allowance of $1,000, and an educational expense allowance of $4,000 for all applicants.

	         Make $500 the maximum award at eligible institutions in non-reciprocal states for unique programs of study, $600 the maximum award for non-veterans at eligible out-of-state schools in reciprocal states, and $800 for veterans at eligible out-of-state schools in reciprocal states.  The minimum out-of-state award is $500.

	If the Board agrees with the Committee’s recommendation regarding these award parameters, the following motion would be in order:

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2016-2017 award year, the Pennsylvania State Grant Program establish the following parameters for students evaluated under the State Grant formula:

Set the cost tiers and minimum and maximum awards at Pennsylvania approved institutions to: 

				Cost Tiers            Minimum Award     Maximum Award
			$         0 to $12,000	$500	 $2,500
			$12,001 to $19,000	$500	                   $4,000
			$19,001 to $29,000	$500		$4,300
			$29,001 to $32,000	$500		$4,700

Cap college costs at $32,000.  Allowable costs are calculated using tuition, fees, a book allowance of $1,000, and an educational expense allowance of $4,000 for all applicants. 

Make $500 the maximum award at eligible institutions in non-reciprocal states for unique programs of study, $600 the maximum award for non-veterans at eligible out-of-state schools in reciprocal states, and $800 for veterans at eligible out-of-state schools in reciprocal states.  The minimum out-of-state award is $500.


Set the percent of need met based on an Expected Family Contribution (EFC) calculated in accordance with the Federal Need Analysis Methodology and PHEAA policies to:  

			    EFC Range     	Percent of Need Met
		            0 to 4,000	50%
		     4,001 to 6,000	38%
		     6,001 to 8,000	32%
		   8,001 to 10,000	27%
		 10,001 to 12,000	14%
		12,001 and above	3%

Apply an award adjustment factor of 0.9233 across all awards to keep expenditures within resources.  This would set actual maximum awards for 2016-2017 as follows:  



			       Cost Tiers           	 Minimum Award     Maximum Award
			$         0 to $12,000	      $500		$2,308
			$12,001 to $19,000	      $500	    	$3,693
			$19,001 to $29,000	      $500	    	$3,970
			$29,001 to $32,000	      $500	    	$4,340

However, if this calculation causes the student’s award to go below the minimum award, the student will instead receive the minimum award.  All awards are equalized across terms.

If the available resources change at a later date, the President and Chief Executive Officer is authorized to reset the formula and award adjustment factor to keep the projected year-end expenditures for student awards within available resources.

	A motion was made by Senator Fontana, seconded by Chancellor Thyreen, and the motion was unanimously approved.

	Chairman Adolph called up Agenda Item #3.

3.	President and Chief Executive Officer’s Report   

Chairman Adolph called on Mr. Jim Preston.    Mr. Preston thanked the Chairman and requested an Executive Session.

Upon returning to Regular Session, Chairman Adolph called up Agenda Item #4.

	
4.	Committee Reports

Chairman Adolph called on Representative Major to give the Audit Review Committee
Report.  Representative Major thanked the Chairman and reported that the Audit Review Committee met yesterday afternoon and the first order of business was to adopt the minutes from the meetings held February 17, 2016, and March 16, 2016.  After adoption of the minutes, the Committee went into Executive Session to discuss personnel matters.  Upon returning to Regular Session, the Committee deferred the remaining Agenda items to the next meeting, which is scheduled to take place on May 18, 2016 and, having no other business, the meeting was adjourned. Representative Major said she would be glad to respond to any questions.

Hearing none, Chairman Adolph called on Senator Tomlinson to provide the Executive Committee Report.  Senator Tomlinson reported that the Executive Committee met last evening and the first order of business was to accept the minutes of the February 17, 2016 Committee Meeting. The next order of business was to move into Executive Session for the purpose of receiving Legal and Compliance reports. Following the conclusion of the Executive Session, the Committee returned to Regular Session.  Mr. Preston then reviewed a memo and resolution that would switch out one of the independent directors that the Executive Committee appoints to the PHEAA Student Loan Foundation.  Upon review of the resolution, the Committee unanimously adopted the resolution.  Senator Tomlinson concluded his comments and offered to answer any questions that the Board Members may have.

		Hearing no questions, Chairman Adolph called up Agenda Item #5.

5.	Entry Orders of Default 

Chairman Adolph called on Mr. Preston, who reported that there are several orders of default that require Board action. The borrowers outlined on the attached spreadsheet have been notified several times by PHEAA that they need to repay certain obligations to the Agency. In all of these cases, recipients received a grant for college but did not fulfill their obligations for receiving the grant. Board action is necessary in order for PHEAA staff to continue to attempt to collect on these grants - now converted to loans – as required by the program’s statutes.

Mr. Preston suggested to Chairman Adolph that the Board adopt the attached resolution in order to authorize PHEAA staff to continue to collect on the loans.

Hearing no questions, Chairman Adolph called for a motion to adopt the Order of Default Resolution, as presented. Senator Scavello made the motion, seconded by Representative Delozier, and the Resolution was unanimously adopted and attached to these minutes.

            Chairman Adolph called up Agenda Item #6.

6.	Other Business

Hearing no other business from the Board Members, Chairman Adolph adjourned the meeting. 

































Pennsylvania State Grant Program and Matching Funds
April 21, 2016 Approved Motions


2017-2018 State Grant Policy Proposals

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2017-2018 award year: 

PHEAA will discontinue the provision of State Grant awards for unique programs of study offered at out-of-state schools.



2017-2018 Distance Education Program Transition

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2017-2018 award year, the Pennsylvania State Grant Program modify existing institutional parameters for State Grant eligibility to also specify:

1) If a school is headquartered and domiciled in Pennsylvania, both distance education
and classroom students at that institution would qualify for a State Grant.

2) If a school is not headquartered in Pennsylvania, but has a physical location
Here, students would continue to qualify for State Grants as they currently do.

3) That the State Grant Distance Education Pilot Program be ended one year
early,incorporating all distance education eligibility changes effective with the
2017- 2018 award year (pending General Assembly adoption of legislation).


2016-2017 Matching Funds Program

That the Committee on Need Analysis and Aid Coordination recommends to the Board of Directors that staff be authorized to make 2016-2017 allocations among the individual Matching Funds Programs as provided, based on the recommended appropriation of $12,496,000, and that the President and Chief Executive Officer be given authority to adjust the Matching Funds Program allocations from time to time if demands within the program change throughout the year.


2016-2017 Pennsylvania State Grant Program

That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the Board, effective with the 2016-2017 award year, the Pennsylvania State Grant Program establish the following parameters for students evaluated under the State Grant formula:

Set the cost tiers and minimum and maximum awards at Pennsylvania approved institutions to: 
				Cost Tiers            Minimum Award     Maximum Award
			$         0 to $12,000	$500	$2,500
			$12,001 to $19,000	$500	                  $4,000
			$19,001 to $29,000	$500		$4,300
			$29,001 to $32,000	$500		$4,700

Cap college costs at $32,000.  Allowable costs are calculated using tuition, fees, a book allowance of $1,000, and an educational expense allowance of $4,000 for all applicants. 

Make $500 the maximum award at eligible institutions in non-reciprocal states for unique programs of study, $600 the maximum award for non-veterans at eligible out-of-state schools in reciprocal states, and $800 for veterans at eligible out-of-state schools in reciprocal states.  The minimum out-of-state award is $500.

Set the percent of need met based on an Expected Family Contribution (EFC) calculated in accordance with the Federal Need Analysis Methodology and PHEAA policies to:  
			    EFC Range     	Percent of Need Met
		            0 to 4,000	50%
		     4,001 to 6,000	38%
		     6,001 to 8,000	32%
		   8,001 to 10,000	27%
		 10,001 to 12,000	14%
		12,001 and above	3%

Apply an award adjustment factor of 0.9233 across all awards to keep expenditures within resources.  This would set actual maximum awards for 2016-2017 as follows:  
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			       Cost Tiers           	 Minimum Award     Maximum Award
			$         0 to $12,000	      $500		$2,308
			$12,001 to $19,000	      $500	    	$3,693
			$19,001 to $29,000	      $500	    	$3,970
			$29,001 to $32,000	      $500	    	$4,340

However, if this calculation causes the student’s award to go below the minimum award, the student will instead receive the minimum award.  All awards are equalized across terms.

If the available resources change at a later date, the President and Chief Executive Officer is authorized to reset the formula and award adjustment factor to keep the projected year-end expenditures for student awards within available resources.








Resolution of the Board of Directors 
Pennsylvania Higher Education Assistance Agency 
Order of Defaults
Adopted April 21, 2016
_______________________________________________________________________ 


WHEREAS, Act 102 of 1982 authorized an Administrative Loan Collection Process for the Pennsylvania Higher Education Assistance Agency, including use of a Statement of Claim; and

WHEREAS, this legislation provides that the Agency "may initiate action against borrowers whom it deems to be indebted to it by filing a statement of claim in the records maintained by the Agency"; and

WHEREAS, a Statement of Claim has been filed against each of the borrowers whose names appear on the List of Recommended Cases for Entry of an Order of Default dated April 21, 2016; and

WHEREAS, a summary of the Statement of Claim has been served on each such borrower by first-class mail in compliance with the requirements of Act 102; and

WHEREAS, 30 days from the date of service have elapsed and none of these borrowers has filed a response to the Statement of Claim as required by Act 102; and

	WHEREAS, the President and Chief Executive Officer has recommended to the Board 
of Directors of the Agency that an Order of Default against these borrowers be entered by the 
Board to be lodged in Agency records;

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors of the Pennsylvania Higher Education Assistance Agency enters an Order of Default to be lodged in Agency records against each borrower whose name appears on the List of Recommended Cases for Entry of an Order of Default dated April 21, 2016.





















[image: AES][image: FedLoan-Servicing]PHEAA conducts its student loan servicing operations commercially as American Education Services and for federally-owned loans as FedLoan Servicing.
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