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CALIFORNIA STUDENT AID COMMISSION 
COMMISSION MEETING 

 
MINUTES 

JUNE 28, 2005 
 
 
A meeting of the California Student Aid Commission was held on Tuesday, June 28, 2005, at 
3300 Zinfandel Drive, Rancho Cordova, California. 
 
Chair David Roth called the meeting of the Full Commission to order at 8:59 a.m. 
 
The following Commission Members were present: 
 

David Roth, Chair 
Maria Elena Serna, Vice Chair 
James Fousekis, Treasurer 
Charles Moore, Secretary 
Josefina Baltodano 
Rory Diamond 
Michele Dyke 
Sally Furay 
Dean Johnston 
Adele Levine 
James Sandoval 
 

The following Commission Member was absent: 
 

Louise McClain 
 
AGENDA ITEM 3.0 – COMMISSION CHAIR’S REPORT 
 
Chair Roth announced the newest Commission appointments: Dean Johnston and Rory 
Diamond. 
 
The Commission recessed to the standing committee meetings at 9:06 a.m.  At 11:45 a.m., 
Chair Roth announced that the Commission would recess the Open Session portion of the 
meeting to conduct a Closed Session.  Chair Roth reconvened the Full Commission meeting at 
1:40 p.m. 
 
Pursuant to California Government Code §11126(a)(1) and the disclosure of the actions taken in 
Closed Session pursuant to California Government Code  §11126-3(f), Chair Roth reported on 
the following actions taken by the Commission in Closed Session: 
 

1. The California Student Aid Commission approved the performance review that was 
submitted for approval by the Fiscal Policy and Long-Range Planning Committee, and 
the work group that had been created to deal with it. 
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2. The California Student Aid Commission declared the 2004-2005 performance review 
process completed. 

3. The California Student Aid Commission reaffirmed that EDFUND is operating 
substantially in accordance with the California Student Aid Commission’s full 
expectations of its auxiliary. 

 
Chair Roth thanked all of the Commissioners, especially Commissioner Baltodano for her great 
work on the performance review, and indicated that the final report would be widely distributed 
shortly.  He also reported that a news release entitled, “The California Student Aid Commission 
Urges Borrowers to Consider Student Loan Consolidation Before July 1st” is set for immediate 
release. 
 
Finally, Chair Roth and Commissioner Baltodano presented a Resolution to Michael Rothman in 
honor of his service as Vice President of EDFUND’s Finance & Administration Division (2000 – 
2005). 
 
AGENDA ITEM 3.1 – EXECUTIVE DIRECTOR’S REPORT 
 
Executive Director Michel reported on the following budgetary items: 
 

• The 2005-06 Cal Grant program increased by 13.8% over the last two years, which 
translates into a total of 10,800 more Cal Grant offers this year over last year. 

• The Commission received bipartisan support for maintaining the Cal Grant award at 
$8,342 for students attending nonpublic schools. 

• The Commission did not receive funding for the Grant Delivery System enhancements 
as the Legislature had insufficient time to review the proposal in this budget cycle, but 
felt that it had merit.  Commission staff will be working with the Administration and the 
Department of Finance in the next budget cycle to receive Legislature approval. 

• The May Revision did not return $2 billion to the Proposition 98 fund for K-12 schools. 

• The November special election will include the Governor’s proposed “Live Within Our 
Means” Act, which would radically restructure a new State spending limit, giving the 
Governor broad authority to cut spending if revenues fall below what is forecast.  This 
initiative could result in a potential 20-25% reduction to the Cal Grant program. 

 
Executive Director Michel also reported on the following: 
 

• The Commission is taking steps to improve customer service, specifically the call 
center’s responsiveness, including implementation of an interactive voice response 
system and several personnel actions to alleviate the problem. 

• The Cal Grant Manual is nearly finalized, incorporating the changes from the schools, 
and staff is committed to completing it on time. 

 
Lastly, Executive Director Michel welcomed Thea Pot-Van Atta, the new manager of the School 
Support Services Branch, and thanked staff for a job well done in preparation for this 
Commission meeting. 
 
AGENDA ITEM 3.2 – APPROVAL OF APRIL 15, 2005 AND MAY 23, 2005 MINUTES 
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ere APPROVED as presented.  Commissioner Diamond ABSTAINED. 

ay 23, 2005 minutes 
ere APPROVED as presented.  Commissioner Serna ABSTAINED. 

uly 8th for a position as Chief Financial 
Officer for Presidio Trust, a non profit organization that works side by side with the 

• ence 
ork City over July 4th and a number of EDFUND representatives 

 
A question was raised regarding the reasons for May’s default claim payments totaling $47 

illion  last year) and the implications to the Student Loan Operating 

stry.  
 the 

are of each claim when the annual default rate reaches 5%.  

, i.e. 
ry 

n 

MMENT

5 President of the California Association of Student Financial Aid 
AA), introduced the following past and future CASFAA Presidents sitting 

 Toni Dubois, 1999 CASFAA President 
t 

Ms. Brennan expressed CASFAA’s deep concern over the Commission’s action to remove the 
majority of the non-Commission representatives from the EDFUND Board without prior 
consultation with the financial aid community.  She indicated that CASFAA sees the 

On MOTION by Commissioner Levine, SECONDED and CARRIED, the April 15, 2005 minutes 
w
 
On MOTION by Commissioner Moore, SECONDED and CARRIED, the M
w
 
AGENDA ITEM 3.3 – EDFUND PRESIDENT’S REPORT 
 
EDFUND President Stilling reported on the following: 
 

• Michael Rothman will be leaving EDFUND on J

Department of Interior. 

The National Association of Student Financial Aid Administrators (NASFAA) Confer
is taking place in New Y
will be participating. 

(a 73% increase overm
Fund.  Members were informed that some individual school/lender relationships seem to 
contribute more default paper than seen in the past.  Furthermore, there are shifts in the 
marketplace with respect to portfolios developed by some of the biggest players in the indu
With regard to the impact, President Stilling indicated that revenues would increase due to
money earned on collections. 
 
There was significant discussion regarding the structural default rate and it was explained that 

e guarantor pays a larger shth
President Stilling indicated that our default rate will be higher than planned, but will remain 
below 3%.  She also indicated that the optimum business model would provide the 
characteristics of a healthy loan portfolio that generates revenue through both sides of the 
ledger and balances the students’ benefits and the public purpose with the business model
revenues from collections as well as successful default prevention efforts, as in the Volunta
Flexible Agreement.  It was noted that although it is almost impossible to determine what the 
structural default rate would be if all activities were optimized, it would be more valuable to 
target specific strategies and measure their results to see the impact they will ultimately have o
the benefit. 
 
PUBLIC CO  
 
Joanne Brennan, 200

dministrators (CASFA
in the audience: 
 

• Addalou Davis, 1998 CASFAA President 
•
• Wayne Mahoney, 2004 CASFAA Presiden

 • Louise Jones, CASFAA President-Elect
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rnia as 
ing 

rs 

AA Presidents 
itting in the audience: 

, 2004 CCCSFAAA President 
• Karen Micalizio, CCCSFAAA President-Elect 

 
Ms. Jones commented on CCCSFAAA’s continuing desire to communicate with the 
Commission and the Commission’s lack of responsiveness.  She expressed CCCSFAAA’s 
oncern over the elimination of several members of the EDFUND Board and the Commission’s 

nds the 

intain self-sufficiency and current level of service; 
• Allow EDFUND to negotiate its own voluntary flexible agreement with the U.S. 

•

 
Greg Lancaster, founder of the California Lenders for Education (CLFE), expressed CLFE’s 
concern over the lack of consultation with the Loan Advisory Council and CLFE’s desire to be 

art f nd advises the Commission. 

e its responsiveness.  Commission 

lained that they made every effort to 

ut 
 
 

 

Commission’s job as making broad policy decisions and not to micromanage the business of 
EDFUND.  She remarked on the increased politicization of student financial aid in Califo
well as the Commission’s failure to consider the implications of their decisions regard
EDFUND.  She further commented that as important stakeholders, together with lending partne
and out-of-state institutions that use EDFUND as its guarantor, they need to be recognized and 
given the opportunity to provide input before unilateral decisions are made. 
 
Susan Jones, President of the California Community Colleges Financial Aid Administrators 
Association (CCCSFAAA), introduced the following past and future CCCSFA
s
 

• Toni Dubois, 1997 CCCSFAAA President 
• Craig Yamamoto

c
lack of consultation with advisory committees.  She stated that CCCSFAAA recomme
following: 
 

• Allow EDFUND to thrive without interference and give it enough independence to 
ma

Department of Education;  
 Give EDFUND a support board that includes members with business and school 

experience; and 
• Do not sell EDFUND. 

p  o the group that meets a
 
Commission members thanked the presenters for their comments.  It was stated that the 
Commission has a duty to the State to make sure that EDFUND is being run appropriately and 

art of the Commission’s effort to make changes is to ensurp
members expressed their commitment to ensuring communication and continuing a good 
working relationship with the financial aid community. 
 
John Anderson, former EDFUND Board Member, discussed the Commission’s decision to take 
action on April 15th to reconstitute the EDFUND Board as well as the release of confidential 

ommission reports.  Members of the Commission expC
keep the reports confidential and it is unknown how the reports were released; however, the 
performance review has concluded and the Commission plans to move forward.  In addition, 
members of the Commission did not previously know the outcome of the April 15th meeting, b
had intended to have a discussion that was in the best interest of the students, of the Student
Aid Commission, and of EDFUND.  It was noted that the Commission remains committed to the
students and to working with each of the organizations that were represented. 
 
AGENDA ITEM 3.4 – DISCUSSION OF THE JOINT CSAC-EDFUND WORKSHOP 
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; 
• Dealing with the issue of Commission meetings and how they are set up (adhering to the 

d work more effectively; 
• Sharing information and recommendations from the CSAC Management Retreat; 

 

• ation Act, and the status of our federal 

D) 

• (between CSAC and EDFUND); 
 
The Commission also considered having the workshop in Sacramento and Chair Roth asked for 
a v n
 
AG

Commissioner Fousekis, Chair of the Audit Committee, reported that the Committee met on 
on may be found in the May 

6, 2005 agenda materials and/or transcripts.) 

• KMPG was selected to perform the EDFUND, Operating Fund, and 401(k) Plan audits. 

n (USED) completed its audit with two minor 
findings. 

Audit 

• 
hose 

 
o a, Chair of the Governmental Relations Committee, reported that the 
ommittee met on June 13, 2005, and discussed the following:  (Additional information may 
e found in the June 13, 2005 agenda materials and/or transcripts.) 

The Commission considered the following potential agenda topics for the upcoming joint 
workshop scheduled for June 27-28, 2005: 
 

• Outreach and the funding priorities for Phase III of the Comprehensive Outreach Plan

approved calendar of meetings for the year); 
• How the Commission can operate an

• Communication protocols (regarding meeting with CCCSFAAA and CASFAA leadership
to obtain their input on issues); 
Update on Reauthorization of the Higher Educ
representation; 

• A proposal of principles and general ideas of roles and responsibilities (for EDFUN
based on statute; 
Improving working relationships 

olu teer to assist staff with coordinating the workshop. 

ENDA ITEM 3.5 – STANDING COMMITTEE REPORTS 
 
 Item 3.5.1 – Audit Committee Report 
 

May 6, 2005, and discussed the following: (Additional informati

 

• The Bureau of State Audits (BSA) issued its report indicating that corrections and 
improvements were made, and BSA will be returning. 

• The United States Department of Educatio

• The information security risk assessment firm hired as a result of a computer theft last 
year has issued a confidential report and will be making a presentation at the next 
Committee meeting in August. 

• The Committee was presented with a litigation report, which did not include any 
significant issues. 

• The Joint Legislative Audit Committee has requested to perform an audit of the 
Commission and EDFUND. 
The Committee had received confidential personnel-related correspondence regarding 
possible improper conduct and has investigated, and taken action as a result of t
investigations. 

 
 
 
Item 3.5.2 – Governmental Relations Committee Report 

mmissioner SernC
C
b
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teve Caldwell, Governmental Relations Liaison, reported that the Committee took action to 

rns. 

 
side the 

epartment of Finance. 

 
cerns 

n AB 

n MOTION by Commissioner Furay, SECONDED and CARRIED, the recommendation to 

r. Caldwell noted that, with regard to AB 1241, the Commission was concerned all high 

t the 
roup consisting of the higher education segments and 

e Superintendent of Public Instruction to strengthen the message that GPAs are critical 

em 3.5.3 – Personnel, Evaluation and Nominations Committee Report 

, 
ne 14, 2005, and discussed the following:  (Additional 

formation may be found in the June 14, 2005 agenda materials and/or transcripts.) 

n MOTION by the Committee and CARRIED, the Commission APPROVED the following 
ppointments to the Grant Advisory Committee: 

tion Representative, for the term June 
23, 2005 to November 16, 2007. 

 
S
oppose the EDFUND stabilization language of the Budget Bill (Item 7980-0010-0784) and 
staff recommended to the Committee that the Commission delegate staff to work with the 
Department of Finance and the Administration to express their conce
 
Executive Director clarified that the intent of the Legislature was that the sale and transfer 
not occur; that there be broad consultation prior to any Commission action regarding the 
EDFUND Board, their roles, responsibilities, and composition; and that the Joint Legislative
Budget Committee be included in the Operating Agreement process along
D
 
It was decided that Chair Roth would work with Executive Director Michel and staff to 
develop and send a letter to the Governor, in the veto stage of the process, to acknowledge
that the adopted language was a compromise and to express the Commission’s con
about it. 
 
Mr. Caldwell reported that after the Commission took a “support-in-concept” position o
358, Commission staff met with Legislative staff to clarify that the word “independent” 
encompasses all nonpublic institutions and proprietary institutions. 
 
O
change the Commission’s position on AB 358 from a “support-in-concept” position to a 
“support” position, was APPROVED. 
 
M
schools did not have the funding to submit GPAs.  However, the bill in its current form does 
not require the high schools to do so; it requires that further study be conducted and tha
Commission work with the new work g
th
and look at ways to make it easier for high schools to submit them.  
 
On MOTION by Commissioner Levine, SECONDED and CARRIED, the recommendation to 
change the Commission’s position on AB 1241 from a “support-in-concept” position to a 
“support” position, was APPROVED. 
 
It
 
Commissioner Sandoval, Chair of the Personnel, Evaluation and Nominations Committee
reported that the Committee met on Ju
in
 
 
 
Nominations to the Grant Advisory Committee 
 
O
a
 
• Greg Gollihur, California Post-Secondary Educa
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recommendation to continue with the current slate of Commission officers until the 
eptember Commission meeting when the PEN Committee will be able to provide a 

tial 

Chair Roth decided to forgo the Grants and Programs Committee Report (Item 3.5.4) and the 
Fiscal Policy and Long-Range Planning (Fiscal) Committee Report (Item 3.5.5) as the 
Com
 
Commissioner Baltodano wished to note for the record the Commission’s appreciation to all the 

ommission members validated their support for the meeting schedule, noting that serious 

a 
y Colleges Student Financial Aid Administrators Association (CCCSFAAA). 

he Open Session of the Commission meeting was recessed at 3:55 p.m. and the Closed 
4:05 p.m. to discuss matters of a proprietary nature. 

  

• Laura Cunha, Proprietary Institution Representative, for the term June 23, 2005 to 
September 12, 2007.  

 
Recommendations of the Commission Officers for the Upcoming Year 

On MOTION by the Committee and CARRIED, the Commission APPROVED the 

S
recommendation after conducting the evaluation process. 
 
Lastly, Commissioner Sandoval reported that the Committee undertook a confiden
personnel matter, which would later be discussed in the upcoming Closed Session. 
 

mission had operated as a Committee of the Whole for those committee meetings. 

staff that worked on the Grants and Programs Committee and Fiscal Policy Committee 
agendas. 
 
C
consideration should be given to any possible changes in light of the impact on the participation 
of the California Association of Financial Aid Administrators (CASFAA) and the Californi
Communit
 
PUBLIC COMMENT 
 
No public comment was made. 
 
T
Session convened at 
 
 
 
 
            

Charles Moore 
    Secretary  
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