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Meeting of the Board of Directors
November 19, 2015 – 8:30 AM  

A meeting of the Board of Directors was held on November 19, 2015 at 8:30 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 Mike Carroll
Representative Sheryl Delozier (via teleconference)
Representative Jaret Gibbons 
Representative Sandra J. Major 
Representative Michael Peifer (via teleconference)
Mr. D. Raja (via teleconference)
Representative James Roebuck, Jr. (via teleconference)
Senator Mario Scavello (via teleconference)
Chancellor Timothy R. Thyreen (via teleconference)
Senator Robert M. Tomlinson (via teleconference)
James L. Preston, President and CEO
	Jim White, General Counsel 
			
Those absent were:

Senator Vincent J. Hughes
Honorable Roy Reinard 
Senator Lloyd Smucker
Senator Sean Wiley 
Senator John N. Wozniak
Secretary of Education Pedro Rivera

Also in attendance:  
	
Liz Craig, Senator Hughes’ Office, Kelly Phenicie, Senator Smucker’s Office, Michael Thomas, Senator Wiley’s Office (teleconference), Michael Dotts, Staffer from PDE, Tim Guenther, Ann Aerts, PwC and the following PHEAA staff:  Nathan Hench, Steph Martella, Jason Swartley, Keith New, Mike Garman, Todd Mosko, Isaac Greene, Andy Mehalko, Jim Steeley, Lee Koller, Kathy Witten, Cindy McGeary, Kyle Lefever, Christine Zuzack, Sandra McIntyre, Elizabeth McCloud, 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 Fontana, seconded by Representative Carroll, the minutes of the October 22, 2015 meeting were unanimously approved.

Chairman Adolph called up Agenda Item #2.

2. Resolution Recognizing Mr. Timothy Guenther
Chairman Adolph noted that, as the Board Members know, Mr. Tim Guenther retired 
from PHEAA at the end of September following 21 years of service as Comptroller and Chief Financial Officer.

	Mr. Guenther provide a wealth of knowledge to this Board during its Board Meetings, Committee Meetings and meetings with other members of the General Assembly – including  participating in Appropriation Hearings regarding the Commonwealth Budget.

	Chairman Adolph also noted that Mr. Guenther provided counsel at an individual level – Mr. Guenther, along with the rest of management, helped guide the Board through many challenging times that the Agency faced.

	While the Board cannot throw Mr. Guenther a retirement party or provide him with a gold watch recognizing him for his years of service, they can ask Mr. Guenther to come back to the Agency after only a few weeks of retirement in order to be recognized for his years of service.

	Chairman Adolph said that, on behalf of the entire Board (past members included), they appreciate all of the work that Mr. Guenther has done for this Agency over the years.  On that note, the Board has a resolution as a small token of appreciation for his dedication to the Commonwealth.  Chairman Adolph said it would be a privilege and honor to now read the resolution.

WHEREAS, Mr. Timothy A. Guenther has served as the Comptroller and Chief Financial Officer at the Pennsylvania Higher Education Assistance Agency since his hiring in July 1994; and 
WHEREAS, Mr. Guenther and his staff took ownership of PHEAA’s financial statements from the accounting firm then known as KPMG Peat Marwick upon his arrival; and 

WHEREAS, under Mr. Guenther’s leadership, PHEAA moved to a Windows-based accounting system that was expanded to include modules for Procurement/Accounts Payable, Billing/Accounts Receivable, Cost Accounting, Payroll, and Human Resources; and

WHEREAS, Mr. Guenther supported advancement within Financial Management, as he encouraged his staff to earn their certifications and additional Certified Public Accountants were hired; and 

            WHEREAS, Mr. Guenther played an instrumental role in working closely with PHEAA’s senior management team to successfully navigate the Agency through the nation’s financial crisis in 2008 and helped the Agency’s assets grow; and 
WHEREAS, Mr. Guenther has served as a role model to his staff, demonstrating the importance of balancing home and work life and supporting this positive work environment within Financial Management in order to achieve success;

            NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Pennsylvania Higher Education Assistance Agency extends its sincere thanks to Mr. Guenther for his service to the Agency and the Commonwealth on the occasion of his leaving the Agency.  

	Mr. Guenther thanked Chairman Adolph and the Board Members for the kind words and is very humbled.  Mr. Guenther acknowledged the staff in Financial Management and noted that team is in a good position to carry on.

	Chairman Adolph called up Agenda Item #3.

3. Quarterly Financial Report – September 30, 2015
Chairman Adolph called on Mr. Andrew Mehalko.  Mr. Mehalko thanked the Chairman 
and said that it has been a pleasure working with Mr. Guenther for the last 24 years.  Mr. Mehalko reported that he would like to review some of the key highlights in PHEAA’s September 30, 2015 Quarterly Financial Report for the members of the Board.  Mr. Mehalko 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 with the Committee as well.

	On Page 2 of the Quarterly Financial Report, under Management’s Discussion and Analysis, there is a report on the public service benefits that PHEAA funds, the largest of which is the supplement to the State Grant Program. In June 2015, the PHEAA Board of Directors 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 September 30, 2015, PHEAA has transferred all monies authorized for the current fiscal year to their respective funds and are awaiting disbursement.

	On Page 5, under Management’s Discussion and Analysis, there is a  report on the total assets managed. This includes commercial and federal and remote servicing lines of business, as well as guaranty operations.  As of September 30, 2015, PHEAA managed $370.8 billion compared to $337.2 billion at September 30, 2014.  This increase of $33.6 billion was due to the increased volume of loans we are servicing for the federal government under the Federal Direct Loan Program.

	Turning to Page 34, Statements of Revenues, Expenses and Changes in Net Position, we report that our operating income for the 3 months ended September 30, 2015 was $32.2 million compared to $16.0 million for the quarter ended September 30, 2014, an increase of $16.2 million. This increase was largely driven by the $15.5 million increase in the retention on collections of defaulted loans that rehabilitated during the period.

	On Page 35, Statements of Net Position, we report that as of September 30, 2015 total assets were $8.0 billion, total liabilities were $7.1 billion and our net position was $824.2 million dollars, an increase of 20.1 million from June 30, 2015 balance of $804.0 million.  The main driver for the decrease in total assets and liabilities from June 30, 2015 was the result of continued paydowns on our student loan holdings.  	
	
		Mr. Mehalko concluded his prepared remarks on the September 30, 2015 Quarterly Financial Statements and offered to answer any questions from the Board.

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

4.	Committee Reports

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 enter Executive Session to discuss personnel matters.  When returning from Executive Session, the Committee authorized the CEO and Board Counsel to extend an offer for the Head of Internal Audit position. The Committee then adopted the minutes from the meeting held October 21, 2015. After adopting the minutes, the Committee received the Quarterly Financial Statements for the period ended September 30, 2015, with an overview provided by Mr. Andrew Mehalko.  Following this, Ernst & Young, PHEAA’s independent auditors, reported on the limited procedures performed during the quarter.  Following Ernst & Young’s report, the Committee went into Executive Session to discuss internal and external audit matters.  The Committee excused management from the meeting and held a Private Session with Internal Audit.  Upon returning to Regular Session, and having no other business, the meeting was adjourned.  Representative Major said at this time she would be glad to respond to 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 the adoption of the minutes from the October 21, 2015 meeting.  Following the adoption of the minutes, the Committee moved into Executive Session to receive a Legal and Compliance report. Senator Tomlinson concluded his report and offered to answer any questions from the Members.

		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.  Mr. Preston thanked the Chairman and noted that the Members’ materials contain two reports -  the 2014-15 Act 101Annual Report and the Ready to Succeed Scholarship Program 2014-15 Annual Report for the Members’ review.
[bookmark: _GoBack]Chairman Adolph introduced and welcomed Mr. James Steeley as the new Chief Financial Officer.  Mr. Preston then 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 Major made the motion, seconded by Representative Gibbons, 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 November 19, 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 November 19, 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 November 19, 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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