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Meeting of the Board of Directors
April 23, 2015 – 10:00 AM  

A meeting of the Board of Directors was held on April 23, 2015 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
Representative Matthew D. Bradford 
Representative Jaret Gibbons 
Representative Sandra J. Major 
Representative Michael Peifer (via teleconference)
Mr. D. Raja (via teleconference)
Honorable Roy Reinard 
Chancellor Timothy R. Thyreen 
Acting Deputy Secretary, Terry Barnaby
James L. Preston, President and CEO
	Jim White, General Counsel 
			
Those absent were:

Representative Mike Carroll 
Senator Vincent J. Hughes
Representative James Roebuck, Jr. 
Senator Mario Scavello
Senator Lloyd Smucker
Senator Robert M. Tomlinson
Senator Sean Wiley 
Senator John N. Wozniak
Secretary of Education Pedro Rivera

Also in attendance:  
	
Christine Zubeck, Senator Scavello’s Office,  Michael Thomas, Senator Wiley’s Office (teleconference), Kelly Phenicie, Senator Smucker’s Office, Liz Craig, Senator Hughes Office, Mary Young, AICUP, Danielle Gross, PA Commission for Community Colleges and Ann Aerts, PwC.  The following PHEAA staff:  Nathan Hench, Christine Zuzack, Bethany Bosha, Tim Guenther, Jason Swartley, Keith New, Stephanie Foltz, Mike Garman, Lee Koller, Todd Mosko, William Lindsey, Isaac Greene, Lisa Gipe, Dana Hepner, 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 Senator Mr. Reinard, seconded by Representative Major, the minutes of the March 19, 2015 meeting were unanimously approved.

Chairman Adolph recognized our new Board Member, Senator Ryan Aument, and noted that Senator Aument served two terms in the PA House of Representatives and was voted in November 2014 to represent northern Lancaster County in the PA Senate.  As a State Representative, Senator Aument  played a leadership role in developing a comprehensive state educator evaluation system and is a strong advocate for education, government transparency, accountability and reform.  Senator Aument thanked Chairman Adolph.

Chairman Adolph called up Agenda Item #2.

2.	Pennsylvania State Grant Program and Matching Funds Program

Chairman Adolph called on Representative Major, who thanked the Chairman, and said 
the Need Analysis and Aid Coordination Committee met on April 21, 2015 at 9:00 AM.  For the benefit of the new members, Representative Major noted that one of the key functions of this Board, from a public service perspective, is to adopt a formula that drives the state-appropriated dollars and PHEAA-supplemented dollars to the PA State Grant Program.  Each year, the Need Analysis Committee receives recommendations from the State Grant Advisory Committee, which is comprised of financial aid administrators, association presidents and key stakeholders from all sectors of higher education, including a high school counselor.  This Advisory Committee meets several times a year to 1) review the prior year’s performance of the State Grant Program, 2) review policies that may need updating, and 3) make recommendations to the Need Analysis Committee on policy changes and a formula for the ensuing award year.  Representative Major spoke for the rest of the Committee members, noting their appreciation for the work of the Advisory Committee as the people who are on the front line meeting with students and seeing first-hand the real impacts of the State Grant Program.

Representative Major reported that the Committee adopted the minutes from the September 24, 2014 meeting.  Next, the Committee reviewed three proposed State Grant formulas recommended by the State Grant Advisory Committee.  The Committee’s recommendations are outlined on Tab 2 of the Board materials or, for those members on the phone, in a memo from Mr. Preston dated April 21, 2015 that was either emailed or hand-delivered on Tuesday afternoon.   Representative Major used this document to review the State Grant formula and Matching Funds recommendations.

Based on information provided by management, the Committee continues to see a decline in the number of State Grant applications due to various factors, including a decline in the number of high school graduates, the return of individuals to a more robust job market, and the decision by the PHEAA Board last year to eliminate student awards to flow to schools located in states that are non-reciprocal.  Given this trend and the slight increase in anticipated carry-forward funds, all of the formula options increase the maximum State Grant award for 2015-16.  On Page 1 of Mr. Preston’s memo, the Members will see a chart that specifies the award amounts by college cost tier.  The Committee reviewed in detail the three options and unanimously selected Option 1, which is articulated in the memo as the formula to put forth for the Board’s consideration.  Option 1 was favored by the State Grant Advisory Committee for several reasons.  Option 1 has a maximum award of $4,340 which, although it is the lowest of the three options, is projected to help the largest number of students at approximately 154,000.  Another characteristic of Option 1 is that the percent of need met is increased for more middle-income students.  These increased awards, coupled with the recently enacted Ready to Succeed Scholarship Program, will help more families who are identified as “middle-income” from feeling that financial aid squeeze.

Representative Major noted that, once the Board makes a final determination on the State Grant formula, PHEAA will start to produce individual student award announcements that schools and families can use to start estimating their financial resources for the 2015–16 award year.  Of course, PHEAA will later recalculate the awards if the State appropriation or the PHEAA supplement is adjusted.

Representative Major then turned the Committee’s attention to Page 3 of Mr. Preston’s April 21 memo which outlines the proposed 2015-16 allocation of Matching Funds dollars to the four programs.  These allocations are tentative, based on the passage of the Commonwealth’s budget, but allows PHEAA to start working on award allocations on these programs before the funds are drawn down.

Representative Major concluded her report and asked Ms. Christine Zuzack, Vice President of State Grant and Special Programs, to assist in answering any questions the Board may have.

	  Chairman Adolph noted that the projected funding available for the 2015-16 academic year would come from the Governor’s recommended appropriation.  Ms. Zuzack agreed.  Senator Fontana said he supports the option that directs the dollars to the most students.  Chairman Adolph asked Ms. Zuzack if there was a decline in the number of State Grant applications.  Ms. Zuzack said yes – due to the decline in the number of high school graduates and the return of graduates to a more robust job market.  Representative Peifer said he was looking at the numbers for the Pell Grants and asked what percent of State Grant recipients also received a Pell Grant.   Ms. Zuzack responded that about the 70 percent of State Grant recipients also receive a Pell Grant award.   Representative Peifer noted that the total of these two programs results in over $10,000 in grant funds to a student and wondered if this was the first time that the two combined awards reached this sum.  Ms. Zuzack said that she would have to review the history of the maximum awards to see if this benchmark had ever been achieved in the past.

Representative Major said that if the Board Members are agreeable, she would like to move that the Board adopt the two motions contained in the memo for the State Grant Program and the Matching Funds allocations.  Representative Major made a motion, seconded by Senator Fontana and the Resolutions were unanimously approved

 	   Chairman Adolph called up Agenda Item #3.

3.	President and Chief Executive Officer’s Report   

Chairman Adolph called on Mr. Jim Preston who called on Mr. Nathan Hench to give the Board Members an update on the parking situation.  Mr. Hench reported, for the information of our new members, that PHEAA has purchased two adjoining lots on the northeast side of 7th Street to expand parking.  PHEAA continues to hire and the parking garage attached to this building and our existing surface lots are at full capacity.
Mr. Hench noted that the six-story building, known as the Bertolini Building, is in the process of being demolished to make way for the surface lot.  During the winter months, the contractor was able to tear out interior walls, elevators and other building material to remove as much debris as possible.  Originally, the contractor thought they could use demolishing equipment to “tear apart” the building.  However, once they started working in the interior the contractor determined that the interior support beams were too large to be torn apart.  The contractor is recommending that the building be imploded.  It is important to note that, since most of the interior walls have been torn out, we are essentially collapsing the structure into itself.
PHEAA will be working very closely with the contractor to gain the necessary city permits and with the police to close the necessary streets and make other public notifications. In addition, notification will be given so that Norfolk Southern Railway and Amtrak can delay or hold train traffic during the implosion.  The contractor has scheduled the implosion for Sunday, June 7 at 7:00 am.  However, this date may change as we work with the various stakeholders, Harrisburg City, the railroad, and the neighboring community.
Chairman Adolph called up Agenda Item #4.

4.	Committee Reports

Chairman Adolph called on Representative Peifer who thanked the Chairman and 
reported that the CFO Search Committee met yesterday afternoon and the first order of business was the adoption of the minutes from the March 23, 2015 meeting.  The Committee then moved into Executive Session to discuss personnel matters and interview candidates for the Chief Financial Officer of PHEAA.  Representative Peifer concluded his report and offered to answer any questions. 

Hearing no questions, Chairman Adolph called on Representative Major to provide 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 meeting minutes from the meetings held February 18 and March 23, 2015.  The Committee then entered Executive Session to discuss personnel, internal audit, and legal and compliance matters before adjourning. At this time, Representative Major offered to respond to questions.

Hearing none, Chairman Adolph called on Representative Major to provide the 
Executive Committee Report.  Representative Major thanked the Chairman and reported that the Executive Committee met last evening and the first order of business was the adoption of the minutes from the March 18, 2105 meeting.  The Committee then reviewed PHEAA’s Compliance Report presented by Mr. Swartley, PHEAA’s General Counsel.  The Committee received an update on parking and the progress that PHEAA management is making to secure additional parking spaces for its employees at the Headquarters building. Representative Major said that concluded her report and offered to answer any questions that the Committee 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 Fontana made the motion, seconded by Representative Major, 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. 




























[bookmark: _GoBack]
Resolution of the Board of Directors 
Pennsylvania Higher Education Assistance Agency 

2015-2016 Maximum and Minimum Awards
     For Pennsylvania Schools

Adopted April 23, 2015
___________________________________________________________________________________
	
That upon the recommendation of the Committee on Need Analysis and Aid Coordination to the 
Board, effective with the 2015-2016 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, $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 2015-2016 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.

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 

Matching Funds Program

Adopted April 23, 2015

___________________________________________________________________________________

That the Committee on Need Analysis and Aid Coordination recommends to the Board of Directors that staff be authorized to make 2015-2016 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.





































Resolution of the Board of Directors 
Pennsylvania Higher Education Assistance Agency 
Order of Defaults
Adopted April 23, 2015
_______________________________________________________________________ 


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 23, 2015; 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 23, 2015.






[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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