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Action /Information Item 
 

Personnel, Evaluation and Nominations Committee 
 

Consideration of Whether the Commission Should Designate a Commissioner as 
a Director of the EDFUND Board 

 
 
Issue 
 
Should the Commission consider appointing a Commissioner as a director on the EdFund 
board? 
 
Recommendation 
 
Commission staff recommends that the Commission take no action to appoint 
Commissioners to the EdFund board for the following reasons: 
 
1) The Bureau of State Audits’ concern questioning the ability of a Commissioner on the 
board to oversee his or her own decisions is credible and persuasive; and 
 
2) The Commission has other means of effectively overseeing the loan program activities and 
EdFund. 
 
Discussion 
 
United States law establishes the Federal Family Education Loan Program (FFEL Program) 
and specifies program requirements, while federal regulations clarify and describe those 
requirements in more detail. 
 
The California Education Code authorizes the State to participate in the FFEL Program and 
designates the California Student Aid Commission as a state guarantee agency for purposes 
of the State’s participation in the FFEL Program. 
 
The Education Code also authorizes the Commission to establish an auxiliary organization as 
a non-profit corporation for purposes of the administration and operations of the 
Commission’s FFEL Program activities.  Under the federal regulations governing the FFEL 
Program, the Commission must supervise its auxiliary organization, set policies and 
procedures for the auxiliary organization, and retains full responsibility for the operation of the 
State’s FFEL Program activities.   
 
The Education Code also requires the Commission to exercise administrative and policy 
responsibilities over its auxiliary organization.  Among other things, the Education Code 
specifies that the Commission is to nominate and appoint the members of the board of the 
auxiliary organization, and must include at least one student director and one director who is 
an employee of the auxiliary organization. 
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The Commission incorporated EdFund as its auxiliary organization in 1997.  The bylaws of 
EdFund provide that the board of EdFund consists of 13 members, including the student 
director and EdFund employee director.  The Executive Director of the Commission and 
President of EdFund are ex officio, non-voting members of the EdFund board.  The bylaws 
also provide that the Commission designates the members of the EdFund board. 
 
The Commission has designated Commissioners as members of the EdFund board, but the 
number of Commissioners has varied over time.  Commissioners have constituted a majority 
or minority of the EdFund board at various times. 
 
As a result of concerns in the Legislature over the Commission’s oversight of FFEL Program 
functions and of EdFund in particular, the Bureau of State Audits conducted a performance 
review of the Commission.  The Bureau issued its report in April 2006, identifying a number of 
concerns and providing a number of recommendations for changes in the Commission’s 
oversight process.   
 
Pages 70-71 of the Bureau of State Audits’ report are included with this Tab.  On these 
pages, the Bureau questioned whether a Commissioner who is also an EdFund board 
member can objectively perform his or her duty of reviewing EdFund’s business plan and 
operating budget when he or she has played a role in authorizing and approving the 
expenses.   Among other things, the Bureau recommended that the Commission “[c]onsider 
removing Student Aid commissioners from the EDFUND board.” 
 
The Commission considered the recommendation and, at its June 22, 2006, meeting, voted 
to reduce the number of Commissioners on the EdFund board from four to one.  The 
Commission maintained one seat on the board in deference to then-Commissioner Sally 
Furay, who was at that time chair of the EdFund Board.  Commissioner Furay continued to 
serve as the sole Commissioner on the EdFund Board until February 29, 2008, at which time 
her service on the Commission expired.  She continues to serve as chair of the EdFund 
board as a non-Commissioner director pursuant to the Commission’s vote at the 
Commission’s November 29, 2007, meeting. 
 
There are no current Commissioners on the EdFund board.   
 
As the Committee is aware, the Legislature has authorized the Department of Finance to sell 
state student loan guarantee program assets, i.e., the “sale of EdFund.”  (Educ. Code, § 
69521.3.)  The Legislature gave the Department of Finance general oversight authority over 
the loan program activities by requiring Department of Finance approval before any 
Commission actions affecting the loan program become effective.  (Educ. Code, § 
69521.5(c)(3).) 
 
Committee staff agrees with the concerns of the Bureau of State Audits that it is problematic 
whether a commissioner could appropriately oversee his or her own decision made as a 
member of the EdFund board.   
 
In the past, some commissioners have been concerned with whether they could properly 
oversee loan program activities and EdFund without participating as directors on the EdFund 
board.  However, the Commission has other means of effectively overseeing the loan 
program activities and EdFund.  Staff continues to provide general oversight of EdFund 
functions and reports to the Commission on loan program issues as necessary.  Further, the 



   

PEN Committee Meeting  April 15, 2008 

Department of Finance has ultimate approval authority over actions affecting the loan 
program until a sale of state student loan guarantee program assets is completed. 
 
Therefore, Commission staff recommends no action to appoint Commissioners to the EdFund 
board. 
 
 
Responsible person: Keith Yamanaka 

Chief Deputy Director 
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