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Meeting of the Board of Directors
May 21, 2015 – 10:00 AM  

A meeting of the Board of Directors was held on May 21, 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 
Representative Mike Carroll
Representative Sandra J. Major (via teleconference)
Representative Michael Peifer 
Mr. D. Raja 
Honorable Roy Reinard 
Representative James Roebuck, Jr. (via teleconference)
Senator Mario Scavello (via teleconference)
Chancellor Timothy R. Thyreen (via teleconference)
Senator Sean Wiley (via teleconference)
Acting Deputy Secretary Terry Barnaby
James L. Preston, President and CEO
	Jim White, General Counsel 
			
Those absent were:

Senator Ryan Aument
Representative Matthew D. Bradford 
Representative Sheryl Delozier
Representative Jaret Gibbons 
Senator Vincent J. Hughes
Senator Lloyd Smucker
Senator Robert M. Tomlinson
Senator John N. Wozniak
Secretary of Education Pedro Rivera

Also in attendance:  
	
[bookmark: _GoBack]Christine Zubeck, Senator Scavello’s Office,  Michael Thomas, Senator Wiley’s Office, Liz Craig, Senator Hughes’ Office, Danielle Gross, PA Commission for Community Colleges, Jen Smeltz, Senator Tomlinson’s Office, Jeannie Smyth, Representative Adolph’s Office, Ann Aerts, PwC and Jake Smeltz, Senator Aument’s Office.  The following PHEAA staff:  Nathan Hench, Christine Zuzack, Bethany Bosha, Tim Guenther, Jason Swartley, Keith New, Mike Garman, Todd Mosko, William Lindsey, Lisa Gipe, Dana Hepner, and Karen Garbacik   
	
Before calling the meeting to order, Chairman Adolph welcomed Senator Mario Scavello as a new PHEAA Board Member, replacing Senator Scarnati.  Chairman Adolph noted that, following more than a decade in the PA House of Representatives, Senator Scavello was voted in to represent part of Monroe and Northampton Counties in the PA Senate.  As a State Representative, Senator Scavello was very active in the state budget process as a Member of the House Appropriations Committee.  Before his election, he was the Mayor of Mount Pocono, Chairman of the Monroe County Board of Commissioners, a small businessman, and an active community member.  Senator Scavello is Chairman of the Senate Game and Fisheries Committee.  Senator Scavello is a very active member in his legislative district. Senator Scavello is a member of the United Way of Monroe County and the Northampton Community College Advisory Board, just to name a few. Senator Scavello thanked Chairman Adolph.

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 Mr. Raja, seconded by Representative Carroll, the minutes of the April 23, 2015 meeting were unanimously approved.

Chairman Adolph called up Agenda Item #2.

2.	2015-2016 Meeting Schedule

On a motion by Senator Fontana, seconded by Mr. Raja, the 2015-2016 Meeting Schedule was unanimously approved.

	   Chairman Adolph called up Agenda Item #3.

 3          March 31, 2015 Quarterly Financial Report   

		Chairman Adolph called on Mr. Tim Guenther who thanked the Chairman and reported that he would like to review some of the Financial Report highlights.  Mr. Guenther noted that the financial results were reviewed in detail with the Audit Review Committee and Ernst and Young reported on the results of their quarterly review.

	On Page 3 of the report, we report on the public service benefits that we fund, the largest of which is the supplement to the State Grant Program. In June 2014, the Board authorized a $75 million supplement of the State Grant Program, $10 million for the Pennsylvania Distance Education Program and $6.0 million for the Pennsylvania Targeted Industry Cluster Certificate Scholarship Program. As of March 31, 2015, we have fully segregated funding for these programs and for the 9 months ended March 31, 2015, we have transferred $45.0 million from the Pennsylvania State Grant Program Supplement Fund to the Pennsylvania State Grant Program.

	Page 5 reports on the total assets managed. As of March 31, 2015, we managed $353.2 billion and the increase was caused by the volume of loans we are servicing for the federal government.

	Page 10 reports that our operating income for the 9 months ended March 31, 2015 was $88.4 million, a decrease of $78.8 million from 2014. The decrease was largely due to a $68.7 million decrease in retention on collections of defaulted loans.

	Mr. Guenther said that, as discussed in the past and as disclosed on Pages 8 and 30 in the report, this decrease is mostly due to the federal Bipartisan Budget Act of 2013 that reduced the retention rate.

	Pages 62-63 of the report discuss the changes in pension accounting effective in 2014-15, which resulted in a $269.7 million net reduction ($279.3 million net pension liability and a $9.6 million deferred outflow of resources for pension contributions) in reported unrestricted net position. This has been discussed with the Board in the past.  While operating income is reduced from prior years, it is consistent with our expectations considering the change in federal law.

		Mr. Guenther said that concluded his planned remarks and offered to answer any questions from the Board.

		Hearing no questions, Chairman Adolph called up Agenda Item #4.

4.		Committee Reports

     	Hearing no questions, Chairman Adolph called on Representative Carroll to provide the 
Audit Review Committee Report. Representative Carroll 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 meeting held on April 22, 2015.   The Committee then adopted the Audit Review Committee’s 2015-16 meeting schedule, which includes nine meetings.  After adoption of the minutes, the Committee received the Quarterly Financial Statements for the period ended March 31, 2015, with an overview provided by Mr. Tim Guenther, PHEAA’s Chief Financial Officer.  Following Mr. Guenther’s overview of the financial statements, Ernst & Young, PHEAA’s independent auditors, presented the 2015 Audit Plan.  The Committee then entered Executive Session to discuss Internal Audit and compliance matters. For the final order of business, the Committee dismissed PHEAA management and held a Private Session with Ernst & Young.  After returning from Private Session and hearing that there was no other business, the meeting was adjourned.  At this time, Representative Major offered to respond to questions.

          	Hearing none, Chairman Adolph called on Senator Fontana to provide the Executive Committee Report.  Senator Fontana reported that the Executive Committee met last evening and the first order of business was to move into Executive Session for the purpose of receiving a Compliance Report from Mr. Jason Swartley, PHEAA’s General Counsel. Following Executive Session, the Committee reviewed and adopted the minutes from the April 22, 2015 meeting. The Committee also reviewed and adopted the 2015-2016 meeting schedule for the upcoming fiscal year.  Senator Fontana said that concluded his report and offered to answer any questions that the Committee may have.

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

5.	President and Chief Executive Officer’s Report   

Chairman Adolph called on Mr. Jim Preston, who requested an Executive Session.
Upon returning to Regular Session, Chairman Adolph called up Agenda Item #6.

6.	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. Representative Carroll made the motion, seconded by Representative Peifer, and the Resolution was unanimously adopted and attached to these minutes.

            Chairman Adolph called up Agenda Item #7.

7.	Other Business

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





























Resolution of the Board of Directors 
Pennsylvania Higher Education Assistance Agency 
Order of Defaults
Adopted May 21, 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 May 21, 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 May 21, 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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