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Meeting of the Board of Directors
June 16, 2016 – 10:00 AM  

A meeting of the Board of Directors was held on June 16, 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 
Representative Mike Carroll
Representative Sheryl Delozier
Representative Jaret Gibbons 
Representative Sandra J. Major (via teleconference)
Representative Michael Peifer (via teleconference)
Mr. D. Raja (via teleconference)
Honorable Roy Reinard 
Representative James Roebuck, Jr. (via teleconference)
Senator Mario Scavello (via teleconference)
Chancellor Timothy R. Thyreen 
Senator Robert M. Tomlinson (via teleconference)
Senator John N. Wozniak
Deputy Secretary Dr. Wil Del Pilar 
James L. Preston, President and CEO
	Jim White, General Counsel 
			
Those absent were:
Senator Ryan Aument
Representative Matthew D. Bradford
Senator Vincent J. Hughes
Senator Lloyd Smucker
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; Doug King. PwC; Christine Zubeck, Senator Scavello’s Office; Jen Smeltz, Senator Tomlinson’s Office; Danielle Gross, PA Commission Community College; Carley Mosslnook, PennLive; Mary Young, AICUP; and the following PHEAA staff:  Nathan Hench, Stephanie Martella, Jason Swartley, Keith New, James Steeley, Bethany Bosha, Kyle Lefever, Todd Mosko, Lee Koller, 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 Carroll, seconded by Representative Delozier, the minutes of the May 19, 2016 meeting were unanimously approved.

Chairman Adolph called up Agenda Item #2.

	
2.	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 May 18, 2016, and May 23, 2016. Following adoption of the minutes, the Committee entered Executive Session to discuss Internal and External Audit Matters. Upon returning to Regular Session, 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 May 18, 2016 meeting.  Following the adoption of the minutes, the Committee moved into Executive Session to receive updates on Legal and Compliance matters.  Following the Executive Session, the Committee moved back into Regular Session.  The Committee then received an Annual Complement Report, as presented by Mr. Preston.  The report provided an overview of the number of employees with the title of Vice-President, Assistant Vice-President, and Director working for each respective Senior Vice-President.  Following the review of the report, the Committee took no other action.    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 #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.		2016-2017Administrative Budget

[bookmark: _GoBack]		Chairman Adolph called on Mr. James Steeley.    Mr. Steeley thanked the Chairman and and directed the Members of the Board to Tab 4 of their Board binder.  This contains the budget for the Administration Fund for the 2016-17 year compared to the forecast for the 2015-16 fiscal year as well as the related budget resolutions.  Mr. Steeley noted that the projection for the 2015-16 includes operating expenses of $488.5 million, PHEAA modernization expenditures of $19.7 million, and capital expenditures of $15.6 million.  This compares to the budget for the 2016-17 year which includes operating expenses of $534 million, PHEAA modernization expenditures of $30 million, and capital expenditures of $22.5 million as outlined in the first resolution included in the packet.

Resolutions 2, 3, and 4 are similar to prior years and authorize the President & Chief Executive Officer to incur additional expenses to respond to new business opportunities, or in response to emergencies requiring the implementation of the business continuity plan or increase collection expenses, provided the increase in expenses is offset with an increase in revenue.  

Mr. Steeley then deferred to Mr. Preston to speak to resolutions 5 through 7.  Resolution 5 concerns PHEAA’s supplement to the state grant program with the resolution authorizing the President & CEO to allocate up to $125 million to supplement the appropriation for the state grant program.  Resolution 6 calls for allocating $10 million to the Distance Education and resolution 7 calls for allocating $6 million to the Targeted Industry Cluster Program.

		On a motion made by Senator Scavello, seconded by Mr. Reinard the 2016-2017 Administrative Budget Resolution was unanimously passed and attached to these minutes.

		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. Representative Carroll 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 Higher Education Assistance Agency
Board of Directors – June 16, 2016


1. That the Agency’s fiscal year 2016-17 Administration Budget of $534.0 million in operating expenses, $30.0 million for the PHEAA Modernization Program, and $22.5 million for capital items be approved as outlined in the attached schedule 2.
 
2. That the President and Chief Executive Officer be given authority to respond to new business initiatives and is authorized to hire additional personnel and to incur necessary operating expenses and capital expenditures for such initiatives within the constraints of existing Agency cash reserves and that the President and Chief Executive Officer shall report to the Board of Directors on a quarterly basis the status of any such initiatives.

3. That the President and Chief Executive Officer be given authority, in the event of an emergency, to implement the business continuity plan to address critical business needs and is authorized to hire additional personnel and to incur necessary operating expenses and capital expenditures for such initiatives within the constraints of existing Agency cash reserves, and that the President and Chief Executive Officer shall report to the Board of Directors on this activity within three days.

4. That the President and Chief Executive Officer be given authority to address increased fees to contract collection agencies in response to increased collection volume, provided that the increased revenue generated is equal to or greater than the fees, and that the President and Chief Executive Officer shall report to the Board of Directors on a quarterly basis in the event that this authority is exercised.

5. That the President and Chief Executive Officer be given authority to allocate up to $125 million to supplement the General Assembly’s 2016-17 appropriation for the State Grant Program. [Note, the 2015-16 allocation was $75 million, an additional $11 million and $39 million were allocated for a total of $125 million.]

6. That the President and Chief Executive Officer be given authority to allocate $10 million to the Distance Education Program. Unused funds will remain in the program and roll forward. [Note, the 2015-16 allocation was $10 million] 

7. That the President and Chief Executive Officer be given authority to allocate $6 million to the Targeted Industry Cluster Certificate Scholarship Program. Unused funds will remain in the program and roll forward. [Note, the 2015-16 allocation was $6 million]







Resolution of the Board of Directors 
Pennsylvania Higher Education Assistance Agency 
Order of Defaults
Adopted June 16, 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 June 16, 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 June 16, 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.

image1.png




image2.jpeg




image3.jpeg
IIIIIIIII




