CONNECTICUT HIGHER EDUCATION SUPPLEMENTAL LOAN AUTHORITY

Minutes ofBond Committedvieeting
February 1, 2012
CHESLA - Teleconference
21 Talcott Notch Rd, Suite 1 Farmingid@onnecticut

Authority Members Present: Michael E. McKeeman, Chair; Steve Kitma (for Ben
Barnes); Sarah Sanders (for Denise Nappier)

Authority Staff and Advisors

Present: JudithB. Greiman, Executive Director; Samuel E. Rush,
Deputy Director; Judith Blank, Day Pitney (General and
Bond Counsel)RobertGuadagno an@hristine Doyle
PFM (Financial Advisor)

A quorum being present, the Chairman called the meeting to ord@B&&Im.

Ms. Blank outlined options in working witid 0 o d tp base the refinance deal rated by the public
finance group instead of structured finance, givext theSCRF will be covered by mamum P&l.

The committee discussed issues relatddtwo dg @wngr ade of Connecticut 0s
on CHESLAG mting Members noted that it is important tleaisting bondholders not view the new

issuance da as triggeringadowngradeof CHESLAby Mo o d singesany downgrade would, in fact,

bedone based on the relianmethe SCRF anthe connection wittthe downgrade in the State of

A

Connecticutds rating

Ms. Doyle indicated that the difference in costite deal is approximately $60,00@0,000 depending on
whichMo o d grdug is used and that future deals would not be tied to the public finance group, but
would be based on how the dealsstructured.

Ms. Blank reported on conversations she and Migiéahad witiM o o d negamslinghe expectation
that itwould eventually downgrade the Authority given the SCRF connection with the State.

Ms. Doyle noted that the savings for the proposed deal are now projected to be 5%, which is above the 3¢
requiremenset by the Bond Committee.

The committee discussed Governor Mall oyo6sandpr opc
whether there would be any market issues related to the adtisn.Blank stated that the proposed
merger has been includedintte &8t ed6s di scl osur e.

The committee agreed that tbeal should proceed and that it should be moved to the public finance
groupatMoody ds and, Fitchf possi bl e, at

The meeting adjourned at 25:a.m.



CHESLA Bond Subcommittee: December 15, 2012

\
Agenda

1. 1990 Trust Condition & Loan Originations
2. Liquidity in 1990 Trust

3. Administrative Draw

4. Current Refunding Opportunities

5. 2003 MBIA Trust and Captive Funds

6. New Trust for CHESLA

7. Lending Market Environments

8. Decisions for the Authority
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1. 1990 Trust Condition & Loan Originations

\

The 1990 Trust’s financial condition has been impacted by slower than projected origination of the 2010
proceeds

= Loan Originations are approximately $20 million behind original projections

= Future value difference in loan income for the Trust is $2.4 million

Slower originations are especially impactful for the Trust since the investment earnings on the lendable
proceeds are extremely low

Slow originations are linked to several factors:
= Federal competition
= |mpact of federal regulations on Financial Aid Officer processes

» General marketing efforts

CHESLA Operational Implications of 1990 Trust Condition & Loan Originations

= High priority on all short term marketing efforts

CHESLA Policy Implications of 1990 Trust Condition & Loan Originations

* Broad and Strategic marketing of the CHESLA Loan
= Timing of Future Bond Issues vs. Traditional CHESLA timing
= Remaining $20 million likely adequate for originations through 2012

= CHESLA should consider issuance on different timing schedule than previous borrowings
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2. Liquidity in 1990 Trust

\

» In spite of slow originations, liquidity in the 1990 Trust appears adequate for 2012

= Because of the larger debt service bump in 2012, CHESLA has been monitoring the Trust with care and is
currently satisfied that the 1990 Trust has adequate liquidity over the coming year

= CHESLA will not plan on a mandatory redemption on May 15, 2012

CHESLA Operational Implications of Liquidity in 1990 Trust

= No May redemptions unless November 2012 funds available
= CHESLA Policy Implications of Liquidity in 1990 Trust

* Continue close monitoring of portfolio condition

Historical Monthly Firstmark Receipts — 1990 indenture

90¢.203 Revenue Fund Cash on Hand 11/30/11 4,935,815
Less: 5/15/12 Interest Payment {1,878,468)
Plus Loan Receipts:
Average Monthly Recewpts 626,469
Trnes: 11 months 6,891,161
Pius Available Capitalized Interast:
(Equals 6 manths’ interest on 2010 bonds) 907,884
Less Expenses:
Full Year Adrmin Draw 2 60 bp (269,769)
Trustee Expensas (37.500)
Equals: Cash Available on 11/15/12 10,549,123

Less 11/15/12 Usdt Sarvice.
Interast Peymaent (1,878,468)
Princmpal Paymant 5,180,000

{7,058,468)

Equals: Expected Cash Excess 3,490,655

- Does not include investment income
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3. Administrative Draw
\
m rather than the actual 1990 Trust draw of

= Administrative Draw modeled in 2010 financing was 15 bp / annu

60 bp / annum
= Base Case cash flow projections assume draw of 15 bp / annum (PV of ~ $590,000)

= Considerable modeling completed on various levels of Administrative Draws
The Trust cannot presently sustain a 60 bp / annum draw (the traditional 1990 Trust draw) for its remaining life

In CHESLA’s 2012 budget, 67% of revenue comes from the 2003 Trust and 33% from the 1990 Trust

= Administrative Draw supports
= CHESLA operations
= Transaction costs of debt issues (because of 2% of par cost limit and the policy choice for lower rate)
CHESLA Operational Implications of Administrative Draw

» Administrative Draw needs to be reduced soon
= 15 bp Draw does not support CHESLA functions; 30 bp Draw does support CHESLA functions

= CHESLA evaluated its ability to shift administrative costs between Trusts
= Already shifted some appropriate administrative costs to 2003 Trust

= CHESLA Policy Implications of Administrative Draw
= To what extent should CHESLA support transaction costs for reasons of 2% limit as opposed to reasons of

management of the loan rate?
= Should CHESLA institute fees to increase revenues (ie late fees, etc) and what are the likely revenues ?

Proposed Revision in 1990 Indenture Administrative Foe

Par Ysar - Par Quartar - Par Quarter -
Per Yaar - Budget $ Dil . dget Proposed Difference
1990 Rasolution 296,500 140,345 -156,155 -52.7% 74,125 35,086 -39,039
2003 Rasolution 656,000 656,000 [} 0.0% 164,000 164,000 [
Dther Soutces 18,248 18,248 0 0.0% 4,562 4,562 (]
970,748 814,593 -156,155 -16.1% 242,687 203,648 -39.039

Revenues Over Expenses

Total Revanues 3
579232 579.232 0 0% 164 44,808 o
% S5 e — 840 35,035 m_







