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MINUTES OF EDUCATION ASSISTANCE AUTHORITY MEETING

September 27, 2005             10:00 A.M.
The Education Assistance Authority met at 10:00 a.m. on Tuesday, September 27, 2005, in the Governor's conference room in the Wade Hampton Building, with the following members in attendance:

Governor Mark Sanford, Chairman;

Mr. Grady L. Patterson, Jr., State Treasurer and Vice-Chairman;

Mr. Richard Eckstrom, Comptroller General; and

Representative Daniel T. Cooper, Chairman, Ways and Means Committee.


Senator Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee, participated in the meeting via telephone.


Also attending were Budget and Control Board Executive Director Frank Fusco, Chief of Staff Stephen C. Osborne and Division Directors George Dorn and Tom Lucht; General Counsel Edwin E. Evans; Governor’s Chief of Staff and Chief Legal Counsel Henry White; Deputy State Treasurer Frank Rainwater; Comptroller General’s Chief of Staff Nathan Kaminski, Jr.; Senate Finance Committee Budget Director Mike Shealy; Ways and Means Committee Chief of Staff Beverly Smith; Authority Secretary Delbert H. Singleton, Jr., and other Budget and Control Board staff.  

Adoption of Agenda

Upon a motion by Mr. Patterson, seconded by Mr. Eckstrom, the Authority adopted the agenda as proposed.

Education Assistance Authority:  Petition for Ceiling Allocation Request (Regular Item #1)

In 1971, the General Assembly of South Carolina established the State Education Assistance Authority (Authority) as a public instrumentality of the State and empowered it to provide financial assistance to residents of South Carolina through the making or guaranteeing of student loans.  The Authority is governed by its members, who are by statute the members of the State Budget and Control Board.  The Authority acts through its contractual agent, the South Carolina Student Loan Corporation (Corporation), a private non-profit corporation.  The Authority has designated the Corporation to serve as a central statewide lender and, to date, over 1,250,000 loans totaling more than $5.0 billion have been made to more than 346,000 students and parents.

Student loans made by the Corporation are guaranteed by the Authority against the death, disability or default of the borrower.  It should be emphasized that this guarantee does not in any way represent a pledge of the State’s full faith and credit.  The guarantee is backed by a Reserve Fund maintained by the Authority.  The State’s guarantee is further backed by a federal program of reinsurance.  The amount of this reinsurance related to the State’s annual default rate and could range from 95% to 75%. Until the State’s default rate exceed 5% in any given year, all loans are reinsured at 95%.  The Authority has always received full reinsurance.

Currently, there are 80,000 borrowers in repayment from whom the Corporation will collect in excess of $250 million during 2005.  The Corporation takes great pride that its default rate for non-payment, 1.5%, is the lowest in the nation.

The Authority has outstanding $710.78 million of Student Loan Revenue Bonds.  Proceeds derived from the sale of its bonds have been used to permanently finance student and parent loans made by the Corporation from interim financings arranged with commercial banks.  The Corporation has also issued Student Loan Bonds to permanently finance its loans and, currently, has approximately $1.59 billion outstanding.  Totally, the Corporation has over $2.298 billion student and parent loans outstanding financed through all sources.

The Authority was asked to adopt a petition to the Budget and Control Board requesting allocation to the Authority of $125,000,000 of the state ceiling for 2005 to assist in the issuance of tax-exempt student loan revenue bonds during the calendar year 2005.

Upon a motion by Mr. Patterson, seconded by Mr. Cooper, the Authority, petitioned the Budget and Control Board to allocate to the State Education Assistance Authority $125,000,000 of the state ceiling for calendar year 2005. 

Information relating to this matter has been retained in these files and is identified as Exhibit 1.
Adjournment 

The meeting was adjourned at 10:10 a.m.

[Secretary's Note:  In compliance with Code §30-4-80, public notice of and the agenda for this meeting were posted on bulletin boards in the office of the Governor's Press Secretary and in the Press Room, near the Authority Secretary's office in the Wade Hampton Building, and in the lobby of the Wade Hampton Office Building at 3:00 p.m. on Friday, September 23, 2005.] 

