



MEETING OF THE JOINT
AD HOC LEGISLATIVE COMMITTEE

OF THE
 LOUISIANA STUDENT FINANCIAL ASSISTANCE COMMISSION
AND THE

LOUISIANA TUITION TRUST AUTHORITY
MINUTES OF MEETING
DATE:
February 16, 2012
TIME

10:30 a.m.
PLACE:
Louisiana Retirement Systems Building


Mr. F. Travis Lavigne, Jr., Chairman, called the Joint Ad Hoc Legislative Committee of the Louisiana Student Financial Assistance Commission and the Louisiana Tuition Trust Authority to order at 10:30 a.m.

The following members were present:



Mr. F. Travis Lavigne, Jr.


Ms. Maurice Durbin



Mr. Jimmy Long



Mr. Joe Salter



Mr. Winfred Sibille



Mr. John Williams



The following members were absent:


Mr. Patrick Bell



Dr. Michael Gargano



Dr. Sandra Harper


Mr. Stephen Toups


Other member present:



Dr. Larry Tremblay


Six members were present which did represent a quorum

The following staff members were present: 
  
  
Ms. Melanie Amrhein

Dr. Sujuan Boutte’


Mr. George Eldredge

Mr. Jack Hart


Ms. Devlin Richard


Mr. David Roberts

The minutes of the April 16, 2008 Ad Hoc Legislative Committee of the Commission meeting were presented for review and approval. Mr. Salter made a motion to approve.  Mr. Williams seconded the motion and it passed unanimously.


Mr. Lavigne offered a public comment period.  There were no comments.

Under New Business, it was proposed that the Committee receive an update on the 2012-2013 Executive Budget.  Ms. Amrhein noted the Governor’s Executive Budget was released and presented to the Joint Legislative Committee on the Budget (JLCB) on February 9, 2012.  Ms. Amrhein discussed the affects this would have on the agency.  She explained the mid-year budget cuts were annualized from the 2011-2012 budget and the cut to the agency was $181,000.  She stated the decision was made to take the funds from the START Earning Enhancement fund.  Ms. Amrhein explained when the budget cuts were annualized, the cuts came from the State General Fund instead of the Earning Enhancement fund.  This issue will be resolved in working with the fiscal staff at the Board of Regents.  Ms. Amrhein stated she will keep the Commission apprised on the outcome.  Mr. Lavigne confirmed that the Earning Enhancement fund does have a balance.  Ms. Amrhein stated it was funded at $1.7 million.  

Ms. Amrhein stated the agency has $1.1 million means of financing swap from the State General Fund to Federal Funds.  This was done after consultations with staff members from the Governor’s office and Board of Regents on how the agency will be affected after the loan operations are contracted out.  Ms. Amrhein stated there is an anticipation of economies of scale and some efficiencies and cost savings that will be derived from the contract.  She stated staff had to estimate on what the cost savings will be after the loan portfolio is outsourced; however, there is no actual basis for what the contract amount will be.  Ms. Amrhein stated the best estimate was $1.1 million.  If the $1.1 million does not materialize through the contract, the agency will have to utilize the Operating Fund Reserve.  Ms. Amrhein noted the Operating Fund is running between $4 and $5 million.  Mr. Hart confirmed the current balance is $5.2 million.   
Dr. Tremblay arrived at the meeting in progress.

Ms. Amrhein stated that the agency’s Table of Organization (T/O) has been reduced from 136 to 76 in the Executive Budget.  

Ms. Amrhein explained that for the past two years merit increases were prohibited by the Civil Service Commission.  It appears that merits will not be withheld this year.  However, if an agency chooses to award merit increases for classified staff, it must be borne by the agency.  


Mr. Lavigne asked whether merit increases will be given to LOSFA employees?  Ms. Amrhein stated that Executive Staff have met and discussed the layoff plan.  She explained that she cannot justify giving merit increases when approximately 60 people will be laid off.  


Mr. Sibille asked what would happen to the employees being laid off if the contract is not awarded at the end of the fiscal year?  Ms. Amrhein stated that if there is not an acceptable contract in place, the next step would be to wind down the guaranty agency totally.  She explained the agency would have to work with the U.S. Department of Education to transition the entire loan portfolio to a national guaranty agency which would still result in the elimination of the positions.  


Ms. Amrhein discussed the effects the Executive Budget will have on the programs that the agency administers.  TOPS has been funded at $167.9 million of which $115.6 is State General Funds and $52 is from the Statutory Dedication from the Tobacco Settlement.  



Dr. Tremblay stated that he understands there will be a shortfall in TOPS this year.  He asked if the shortfall is included in the $167.9 million in terms of annualization?  Ms. Amrhein explained this year the shortfall will be addressed through supplemental funding through the Office of Planning and Budget.  Ms. Amrhein noted if there is a funding shortfall this year that cannot be paid out of this year’s funds; it will have to be paid out of next year’s funds.  


Dr. Tremblay asked if the $167.9 appropriated for TOPS includes the 10% tuition increase plus what the reality is this year or what was budgeted this year?  Mr. Hart stated the projection model from which this figure was derived includes approximately $2 million of prior year carry over.  Ms. Amrhein noted the figure also includes the tuition increases.  Dr. Tremblay confirmed that it does not account for the shortfall this year.  Mr. Hart stated not if it is more than $2 million.  Ms. Amrhein explained the model used to determine the figure is based on more than adding the 10% tuition increase each year.  She stated the model tracks retention and regression, etc. and is not solely based on the prior year.  Dr. Tremblay asked how comfortable staff is with this number?  Ms. Amrhein stated if the shortfall cannot be funded this year, it could be problematic next year.  

Ms.  Amrhein stated the GO Grant has been funded at the same level as last year at $26.4 million.


Ms. Amrhein stated the $5.5 million for the Early Start Program has been removed from the agency budget.  Staff did not have any prior warning nor did the Board of Regents until the Executive Budget was released.  Ms. Amrhein explained that due to the popularity of the program but limited funding, the framework has been changed over the years to only allow the student 3 hours per semester based on certain academic requirements.  Ms. Amrhein stated through conversations with the Department of Education and the Office of Planning and Budget, it appears that this money (Early Start) has been put in the Minimum Foundation Program (MFP).  Ms. Amrhein stated the speculation is that it is supplanting some other money and not adding to money in the MFP.  She explained the rationale is that it will be distributed to the districts and applied for dual enrollment course work at a local level.  Therefore, the funds can be utilized based on the need of the local district and Early Start rules and regulations will not be adhered to since it is not an Early Start Program any longer.  
Mr. Lavigne stated that initially the colleges were being reimbursed at $100 per credit hour up to 6 hours.  Two years ago it was changed to 3 credit hours.  He stated if no money is available to offset the cost, either the student will be responsible for paying it or the college will have to waive it.  Ms. Amrhein explained the agency’s focus currently is from a communications perspective.  She stated there could be a champion in the legislature who wants to see the program reinstated; however, this would not be known until June 2012.  Ms. Amrhein stated that high school guidance counselors are currently assisting students in planning their course work for next year and enrolling those students in dual enrollment courses.  Ms. Amrhein stated the agency is working in conjunction with the Department of Education in communicating this information to the schools.  She stated the schools have to be informed that there is currently no funding for this program; however, that could change in June which may be too late.  Regardless, the fall enrollment in these courses will be very limited.  If the money is restored to the Early Start program, it will have to be applied in spring 2013.  
Mr. Sibille commented that if the funds are supplanted in the MFP, the local educational body may be obligated to fund it.  Dr. Tremblay discussed the topic which has been in the news regarding students from failing schools being allowed to take a voucher and receive their courses from other providers.  Dr. Tremblay stated that if the MFP, for example, is based on 7 class hours and the MFP is $7,000 and a student wants to take a class from a school in another district, or from a non-failing school in their district, the $1,000 (1 class) goes with the student to that school.  Dr. Tremblay stated he understands it to be, if a student is qualified to take a dual enrollment course, the student has a right to take that course at a prearranged amount of reimbursement which will be agreed upon by the high school and the college.  If the prearranged amount is $1,000; for example, but the course cost $600, the high school may keep the remaining $400 with no cost to the student.  Dr. Tremblay stated that any student who wants to take any high school course that is not offered in their home school, whether they are in a failing school or not, will be allowed to take it at a school which offers the course and the money will go with the student.  Dr. Tremblay explained this would be difficult to manage administratively including requirements for eligibility.  Dr. Tremblay stated he brought these potential issues up in meetings with Governor’s office staff.  He suggested a planning year with implementation a year out.  
Mr. Long stated students would also be going between public schools and private schools.  Dr. Tremblay stated students would also use virtual private providers as well.  Mr. Long stated he can also see problems with the receiving school not having enough space to accommodate the influx of students, transportation, etc.  

Ms. Amrhein noted that the State Matching Funds Grant has been removed from the agency budget.  


Ms. Amrhein stated LOSFA’s Executive Budget is currently $243,147,466 million including programs.  

Mr. Salter asked if there is anticipation that employees will leave the agency in light of the proposed retirement legislation?  Ms. Amrhein stated that employees are watching the legislation carefully; however, there are several employees in the layoff group who are close to retirement age.  She explained that paying term pay to the employees who are laid off will affect the agency’s budget this year.  

The Committee discussed the upcoming 2012 Sunset Review.  Ms. Amrhein stated the last Sunset Review was conducted in 2010.  The documents are currently being prepared for submission by Mr. Eldredge, General Counsel.  The response is due March 5; however, Mr. Eldredge will submit by March 1, 2012.  Ms. Amrhein stated the joint education committees will meet on March 15, 2012 to conduct Sunset Hearings to review and evaluate the functions of the commission.  

The Committee reviewed the Governance Commission recommendations on tuition and financial aid and potential legislative action.  Ms. Amrhein explained the reason for discussion is the possibility that there may be some legislative initiatives derived from these recommendations.  There were four charges by the Governance Commission:  Higher Education Governance Structure; Budget, Funding Formula and Efficiencies; Tuition and Financial Aid; and Articulation and Transfer.  Ms. Amrhein discussed some of the points under Tuition and Financial Aid since those items effect the agency and the Louisiana Student Financial Assistance Commission.  The first item is to place tuition authority with the higher education management boards under strict guidelines established in an updated Tuition and Financial Aid Policy established and implemented by the Board of Regents and approved by the legislature.  Ms. Amrhein noted that the Board of Regents is currently working on the updated policy.  Placing the tuition authority with the higher education boards could lead to decoupling TOPS from tuition.  She explained that as long as a student’s TOPS award is based on the tuition amount at the school, there is a fear that if the schools are allowed to raise tuition then it could bring the cost of TOPS to a level that is unsustainable by the state.  

Ms. Amrhein discussed the redesign of the TOPS Tech award to meet the goals of reinforcing the original intent of the award and the need to provide greater utilization and choice for students.  Ms. Amrhein stated a task force will be formed and have been asked by the Board of Regents to look at ways to move forward.  The task force will be comprised of staffs from LOSFA, Board of Regents, Workforce Commission, Economic Development and possibly some who served on the Governance Commission.  Mr. Lavigne gave a brief overview of the TOPS Tech award.  Ms. Amrhein explained that TOPS Tech was aligned with the core curriculum designed for TOPS but modified.  Since that time, the career diploma has emerged and the two are very different.  This may be an opportunity to align the career diploma and the TOPS Tech award while continuing to maintain the meritorious ideals associated with the scholarship.  

The Governance Commission also recommended that legislature evaluate overall expenditures on the TOPS program against other high priority budget items.  Where there is a desire to enact long term cost reduction measures, the legislature could choose to increase the rigor associated with the award.  Ms. Amrhein explained there was much debate over the amount of money allocated for TOPS and the amount allocated for need-based aid.  Ms. Amrhein stated that agency staff is mindful in keeping the legislature informed of how much TOPS is costing.  She explained that the Governance Commission was trying to make a point whether to let TOPS costs go and go or to place some fiscally responsible constraints on TOPS.  Ms. Amrhein noted that the Governance Commission debated constraints on TOPS and whether the criteria for the award be increased and/or income caps be put into place.

Ms. Amrhein noted that any savings derived from TOPS in efforts to curtail costs would be redirected to need-based aid programs.  She explained that one recommendation for GO Grant would be to package the grant to provide an eligible student’s gift aid at 55% of need with Pell and TOPS.  The Board of Regents plans to implement this change in the 2013-14 academic year.  Ms. Amrhein discussed using the GO Grant to get more adult students into school to complete their degree and to incent campuses to find non-traditional students that have financial need and ensure that a portion of the award goes to them.          

The Committee discussed various legislative initiatives.  Ms. Amrhein stated there is intent by Senator Adley to file a bill to allow veterans who are eligible for TOPS to receive it beyond the five year limit which is currently in rule.  She stated currently the rule states they must use their TOPS award no later than 5 years after high school graduation.  Senator Adley wants to change the enrollment deadline to allow for reenlistments.  
Ms. Amrhein stated when this meeting was initially called there were issues that were thought would come up in the upcoming legislative session.  Since that time some issues have been “taken off the table”.  Ms. Amrhein stated one of the issues was the continuation requirements for TOPS.  Currently 24 credit hours are required in an academic year and the student must be enrolled full-time which is defined by the schools as 12 hours a semester.  Ms. Amrhein stated there have been discussions regarding changing the requirements to 15 hours a semester as the full-time definition for TOPS with 30 hours being required for the academic year.  She stated that it appears this will not move forward this legislative session.  Ms. Amrhein noted there is a whole class of freshmen legislators this year who may not know all of the history with past legislation regarding TOPS.  

Ms. Amrhein explained there were conversations regarding the purpose and fit of the Commission if the loan operations were to go away completely.  Discussions were held on whether the agency would be better aligned under the Board of Regents or continue with its own Commission and Authority for the programs it administers.  Ms. Amrhein stated this issue will not move forward currently.  
Mr. Long asked Dr. Tremblay in reference to the Early Start Program if the universities still receive the credit hours for those students?  Is it still included in the formula?  Dr. Tremblay confirmed.  
Ms. Amrhein explained that currently the use of START funds is restricted to schools within the United States.  She noted that there are institutions outside of the U.S. that are considered Title IV eligible which means they do qualify for federal financial aid.  Ms. Amrhein stated that students have attended these schools and were unable to use their START funds.  Ms. Amrhein stated that if it is not in opposition to what the Authority would recommend, staff would contact Senator Lafleur to ask if he would sponsor such legislation.  Mr. Lavigne stated the only reservation legislators may have is the use of the Earning Enhancement at schools outside of the country.  Mr. Eldredge explained that students are allowed to go to school out of country and use their START funds if the college is recognized by one of the 6 accrediting organizations.  He stated the START legislation is more restrictive than Section 529 of the IRS code which only requires Title IV eligibility.  Mr. Salter made a motion to approve staff requesting Senator Lafleur to sponsor potential legislation that would allow students to use their START funds at schools which are Title IV eligible in alignment with Section 529 of the IRS code.  Mr. Sibille seconded the motion and it carried unanimously.

There being no further business, Ms. Durbin made a motion to adjourn at 11:30 a.m.  Mr. Williams seconded the motion and it carried unanimously.

APPROVED:







F. Travis Lavigne, Jr.






Chairman 
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