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Chair Church called the meeting to order at 8:02 a.m. and declared the presence of a quorum. She remarked the purpose of this meeting is to help build a foundation for UHEAA’s strategy for the future and asked the board to think about two questions throughout the discussion: what are the business lines and strategies UHEAA should pursue in the future and what business lines need to be right-sized. 

The first agenda item discussed was Tab 2 Board Member Introductions. Chair Church read bios for each member of the board and noted the board is a highly qualified group of individuals. Ms. Maggelet thanked Chair Church for her leadership. 

The next agenda item discussed was Tab 3, UHEAA History. Mr. Schwanke remarked this is the time to decide on UHEAA’s future direction. He provided a summary of UHEAA’s history and noted UHEAA is an enterprise fund of the State of Utah governed by the Utah Board of Higher Education (UBHE), who has delegated authority to the UHEAA Board of Directors. 

Mr. Schwanke indicated UHEAA’s original function was as a guarantor for federal student loans. He described the process UHEAA operated under in the Federal Family Educational Loan Program (FFELP) until 2010 when it was eliminated. He noted UHEAA has held its federal servicing contract, where it operates under the name of CornerStone Education Loan Services, since 2012. Mr. Schwanke recalled the servicing contract started with 100,000 accounts and required a larger scale for economic viability, which never materialized despite more volume due to rising costs. 

Mr. Schwanke summarized UHEAA’s authorizing statutes, which determine the scope of business opportunities UHEAA may pursue. Chair Church commented on the benefit UHEAA received by being part of the UBHE, which has name recognition and is a well-respected structure. She indicated UHEAA is in a position to decide on the building blocks of its future business, then look at whether statutory changes will be required. Mr. Simmons noted UHEAA should look at its strengths, weaknesses, and opportunities first, then look at the limits of the statutes. 

[bookmark: _GoBack]Dr. Nadauld noted the FFELP portfolio is the heart of UHEAA’s current revenue and summarized the history of the program and its sources of revenue and costs. He indicated UHEAA has used its earnings over time to provide exceptionally low rates and generous borrower benefits to its student borrowers, while prudently building its net position. He provided a historical snapshot of one of UHEAA’s bond indentures as an example and a summary of the outstanding bond indentures. He remarked nearly all of UHEAA’s current operating income comes from the bonds. Chair Church noted UHEAA’s tremendous bonding authority as an asset to keep an eye on. Responding to questions from the board about UHEAA’s bond ratings, Dr. Nadauld and Mr. Schwanke indicated its ratings are based on a combination of the state’s reputation for fiscal responsibility, the reputation of the agency for its efficient and careful structuring of its bonds, and the rating of the U.S. government since the loans are backed by the federal government. Mr. Schwanke noted S&P Global’s downgrade of the federal government bonds to AA+ means that is the highest rating UHEAA may receive on its bonds. He commented that the maturity date for the bonds is typically set at the maximum allowed by the state, but will pay down much quicker. He also indicated both the yield on the portfolio and the bonds are indexed to LIBOR to reduce interest rate risk. Mr. Schwanke affirmed bond investors remain confident because of the overcollateralization and federal guarantee on the portfolio.

Mr. Schwanke described what UHEAA does as a FFELP servicer and shared a flow chart of the servicing process. He then described UHEAA’s role as a guarantor, which is primarily focused on collecting on its defaulted loan portfolio, in addition to outreach and other ancillary activities. He noted there are two funds under the guarantor: the Agency Operating Fund which is used for operations, to fund the program wind down over time, and to benefit students; and the Federal Reserve Fund which belongs to the Department of Education (ED) and is used to pay claims. 

Responding to a question from Mr. Newell about FFELP portfolio borrowers, Mr. Schwanke indicated until 2015 the loans were all Utah-centric, but in 2015 UHEAA purchased a portfolio from a large, national lender. Responding to questions from the board about delinquency and default rates for the portfolio, Mr. Schwanke noted delinquency is around 9% and defaults have declined despite the pandemic due to national disaster forbearances and income based repayment. He recalled the forbearance offered under the CARES Act did not extend to FFELP portfolios, but UHEAA has offered disaster forbearance to those who have requested. 

Mr. Schwanke reviewed the financial performance of the Loan Purchase Program (LPP) and the Loan Guarantee Program (LGP). Dr. Nadauld commented on possible opportunities to purchase additional FFELP portfolios and to explore purchasing Utah loans off the federal balance sheet should the opportunity arise, although that option is not currently available. Mr. Simmons noted purchasing federal loans may not be economically favorable to the U.S. Treasury and the collectability of the debt may hold value. 

Responding to a question from Mr. Simmons about the possibility of federal loan forgiveness with the new administration, Mr. Schwanke noted UHEAA owns its portfolio and ED may not have authority to forgive the debt, although it could pay debt on behalf of students. He indicated it is a risk and would have a tremendous impact on the portfolio. 

Mr. Schwanke concluded by highlighting UHEAA’s long history of helping students with $259 million in borrower benefits, $12 million in grants to students, and its paying for college outreach events. 

The next agenda item discussed was Tab 4, Utah Board of Higher Education Approach and Opportunities. Chair Church asked the board to consider UHEAA’s potential revenue streams and what those lines of business can pay for. She noted the UBHE wants to focus on access initiatives for Utahans. Commissioner Woolstenhulme remarked on the importance of aligning the efforts of the various state agencies: institutions, UHEAA, my529, and the Commissioner’s Office with a focus on access initiatives. 

Commissioner Woolstenhulme noted the board should provide direction on the overall strategies UHEAA should pursue and let the organization do what it does well. Dr. Tarbox commented on the long-term benefit the equity in the LPP program can have for the state to benefit students. Mr. Alter remarked UHEAA should concentrate on activities that continue to generate operating income for the continuity and longevity of the program to ensure the fund balance remains available to benefit students. 

It was moved by Mr. Combe and seconded by Mr. Newell to convene in closed session for the purpose of discussing fiduciary or commercial information as authorized in Utah Code Section 52-4-205. The motion carried unanimously.

It was moved by Ms. Potts and seconded by Mr. Newell to reconvene the UHEAA Board in open session. The motion carried unanimously.

The next agenda item discussed was Tab 6, UHEAA Strategy and Planning Discussion. Responding to a question from Dr. Nadauld about UHEAA’s Client Services unit, Mr. Schwanke indicated the unit is expanding from 30 to 60 staff. He noted UHEAA may have the opportunity to expand the business line further as ED has issued a solicitation for an interim servicing solution whereby it is expected to select two large servicers, who will have the need to outsource some of the work. He remarked UHEAA may have opportunities for additional work with PHEAA and others and will diligently review each opportunity for economic viability. 

Mr. Schwanke shared UHEAA’s current mission and vision statement and indicated the need to refresh both as its future strategy is decided. He provided an overview of UHEAA’s various lines of business. He indicated UHEAA will work to grow the size of its Complete Student Loan (CSL) portfolio while partnering with lenders. Chair Church advised UHEAA to focus on public and private, non-profit institutions for the near term and asked UHEAA to work with Lais Martinez in the Commissioner’s Office to consider how an equity lens framework may apply to its strategy. 

Mr. Schwanke outlined UHEAA’s outreach strategy and indicated staff would engage with my529 and the Commissioner’s Office to better align its efforts. 

Finally Mr. Schwanke provided a roadmap of UHEAA’s plan for developing a strategic plan and providing annual reviews and assessments. He recapped the direction from the board: manage the FFELP portfolio; expand Client Services where economically viable; grow the CSL portfolio in a prudent fashion; work on aligning outreach efforts with my529 and the Commissioner’s Office and expand RepayCentsibly with other value added services. Ms. Chillingworth thanked Mr. Schwanke for this report on UHEAA’s history to provide context as a relatively new board member. Commissioner Woolstenhulme remarked this is a critical time to decide what UHEAA’s future strategy will be. 

It was moved by Mr. Combe and seconded by Ms. Potts to adjourn the meeting. The motion carried unanimously.

Chair Church adjourned the meeting at 11:04 a.m.
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