ARKANSAS SENATE

91st General Assembly - Regular Session, 2017
Amendment Form

Subtitle of Senate Bill No. 644
TO TRANSFER THE ARKANSAS STUDENT LOAN AUTHORITY TO THE ARKANSAS DEVELOPMENT
FINANCE AUTHORITY; TO AMEND THE POWERS AND DUTIES OF THE ARKANSAS DEVELOPMENT
FINANCE AUTHORITY; AND TO DECLARE AN EMERGENCY

Amendment No. 1 to Senate Bill No. 644

Amend Senate Bill No. 644 as originally introduced:

Delete everything after the enacting clause and substitute the following:

"SECTION 1. DO NOT CODIFY. Transfer of the Arkansas Student Loan
Authority to the Arkansas Development Finance Authority.

(a)(1) The Arkansas Student Loan Authority is transferred to the
Arkansas Development Finance Authority by a type 2 transfer under § 25-2-105.

(2) For the purposes of this act, the Arkansas Development
Finance Authority shall be considered a principal department established by
Acts 1971, No. 38.

(b) All authority, powers, duties, functions, records, personnel,
property, unexpended balances of appropriations, allocations, and other
funds, including the functions of budgeting or purchasing of the Arkansas
Student Loan Authority are transferred to the Arkansas Development Finance
Authority, except as specified by this act.

(c) All powers, duties, and functions, including rulemaking,
regulation, licensing, promulgation of rules, rates, regulations, and
standards, and the rendering of findings, orders, and adjudications of the
Arkansas Student Loan Authority are transferred to the President of the
Arkansas Development Finance Authority.

(d) The terms of the members of the Arkansas Student Loan Authority
board of directors shall expire on the effective date of this act which shall
be on and after July 1, 2017.

SECTION 2. Arkansas Code Title 6, Chapter 81, Subchapter 1, is
repealed.
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SECTION 3. Arkansas Code § 15-5-207(a), concerning the rights, powers,
privileges, and duties of the Arkansas Development Finance Authority, is
amended to read as follows:

(a) The Arkansas Development Finance Authority shall have such rights,
powers, and privileges and shall be subject to such duties as provided by

this subchapter—and§§15-5-101 —15-5-106—and15-5-301—15-5-316 chapter.

SECTION 4. The introductory language of Arkansas Code § 15-5-207(b),
concerning the rights, powers, privileges, and duties of the Arkansas
Development Finance Authority, is amended to read as follows:

(b) Except as otherwise limited by this subehapterand §§15-5-101 —
15-5-106—and15-5-301—15-5-316 chapter, the authority shall have the
following powers:

SECTION 5. Arkansas Code § 15-5-207(b)(5), concerning the rights,
powers, privileges, and duties of the Arkansas Development Finance Authority,
is amended to read as follows:

(5) To make and issue such rules and—regulations as may be

necessary or convenient in order to carry out the purposes of this subehapter

and §§ 15-5-101 — 15-5-106 and 15-5-301 — 15-5-316 chapter;

SECTION 6. Arkansas Code § 15-5-207(b)(15) and (16), concerning the
rights, powers, privileges, and duties of the Arkansas Development Finance
Authority, are amended to read as follows:

(15) To make and execute contracts for the servicing of
mortgages acquired by the authority pursuant to this subehapterand §§15-5-
161+ —15-5-106—and 15-5-301 —15-5-316 chapter and to pay the reasonable
value of services rendered to the authority pursuant to those contracts;

(16) To accept gifts, grants, loans, and other aid from the
federal government, the state or any state agency, or any political
subdivision of the state, or any person or corporation, foundation, or legal
entity and to agree to and comply with any conditions attached to federal and
state financial assistance not inconsistent with the provisions of this

subehapter—and §§15-5-101 —15-5-106—and 15-5-301 —15-5-316 chapter;

SECTION 7. The introductory language of Arkansas Code § 15-5-
207(b) (20) (C), concerning the rights, powers, privileges, and duties of the
Arkansas Development Finance Authority, is amended to read as follows:

(C) The term As used in this chapter, “permanent or
perpetual relationship” is—defined for purposes—of this subehapter and §§ 15—
5-161 —15-5-106—and15-5-301 —15-5-316as means any agreement exhibiting an
effective duration greater than one (l) year, twelve (12) calendar months, or
an agreement exhibiting no fixed duration but when the apparent intent of
such an agreement is to establish a permanent or perpetual relationship. Such
intergovernmental agreements shall be authorized by ordinance or resolution
of the contracting party. Any intergovernmental agreement enacted may provide
for the contracting party to:

SECTION 8. Arkansas Code § 15-5-207(b)(26)-(28), concerning the
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rights, powers, privileges, and duties of the Arkansas Development Finance
Authority, are amended to read as follows:

(26) To do any and all things necessary or convenient to carry
out its purposes and exercise the powers given and granted in this subehapter
and—§§15-5-101 — 15-5-106 and 15-5-301 — 15-5-316 chapter;

(27)(A) To assist minority businesses in obtaining loans or
other means of financial assistance.

(B) The terms and conditions of such loans or financial
assistance, including the charges for interest and other services, will be
consistent with the provisions of this subehapter and §§15-5-101 —15-5-106
and—15-5-361—15-5-316 chapter.

(C) 1In order to comply with this requirement, efforts must
be made to solicit for review and analysis proposed minority business
ventures.

(D) Be it further provided that basic loan underwriting
standards will not be waived to inconsistently favor minority persons or
businesses from the intent of the authority’s lending practices;

(28) To create nonprofit corporations that shall have such
purposes and powers as the board shall determine, to assist in carrying out
the purposes of this subehapter and §§15-5-101 —15-5-106—and 15-5-301 — 15—
5-316 chapter, and to provide technical, administrative, and financial
assistance to those nonprofit corporations;

SECTION 9. Arkansas Code § 15-5-207(b), concerning the rights,
powers, privileges, and duties of the Arkansas Development Finance Authority,
is amended to add additional subdivisions to read as follows:

(34) Make, acquire, take, or purchase guaranteed education loans
and education loans with the proceeds of bonds, notes, or any other funds of
the authority available or any interest or participation in it:

(A) In any amount;
(B) At any price; and
(C) Upon any terms and conditions the authority determines

necessary;
(35) Sell guaranteed educational loans or educational loans held

by the authority to governmental or private financial institutions;
(36) Borrow from governmental or private financial institutions
against the security of the guaranteed educational loans or education loans:
(A) In any amount;
(B) At any price; and
(C) Upon any terms and conditions the authority determines

necessary;
(37) Consent to the modification with respect to security, rate

of interest, time of payment of interest or principal, or any other terms of
an obligation, bond, note, contract, or agreement between the authority and
the recipient or maker of the loan, obligation, bond, note holder, agency, or
institution guaranteeing the repayment, purchasing, or selling of a
cuaranteed educational loan or education loan, when the authority determines
it is necessary, subject to a contract with the holders of the bond holders,
note holders, or contractees;

(38) Collect fees and charges in connection with loans,
commitments, and servicing, including without limitation the reimbursement of
the cost of financing, as determined reasonable and approved by the
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authority;
(39) Service student loan programs administered by the authority

or in which the authority participates or make and execute contracts with an

agency, financial institution, or corporation organized under the laws of any
state, where the agency, financial institution, or corporation shall service

student loan programs administered by the authority or in which the authority
participates;

(40) Enter into contracts with schools, lenders, individuals,
corporations, other agencies of the state, other states, the United States
Department of Education, and other agencies of the United States government
to service educational loans or guaranteed educational loans, regardless of
where the loans originated;

(41) Conduct studies and analyses of student loan funding needs
within the state and options for meeting student loan funding needs;

(42) Participate in nonprofit and private programs and federal
and other governmental programs established for the purpose of the promotion
and development of higher education, student loans, and related matters;

(43) Enter into contracts to guaranty education loans, establish
reserve accounts related to guaranty agreements, and adopt rules and criteria
for guaranties; and

(44) Enter into contracts with schools, lenders, individuals,
corporations, other agencies of the state, other states, the United States
Department of Education, and other agencies of the United States government
for the purpose of the promotion and development of higher education, student
loans, and related matters.

SECTION 10. Arkansas Code § 15-5-301(a), concerning the power of the
Arkansas Development Finance Authority to issue bonds, is amended to read as
follows:

(a)4})> The Arkansas Development Finance Authority is authorized and
empowered to issue bonds, whether or not the interest on the bonds is subject
to federal income taxation, either for a specific activity or for a
particular project or on a pooled or consolidated basis for a series of
related or unrelated activities or projects in such amounts as shall be
determined by the authority for the purpose of enhancing the Public School
Fund or financing qualified agricultural business enterprises, capital
improvement facilities, educational facilities, healthcare facilities,
housing developments, industrial enterprises, exports of goods and short-term
advance funding of local government obligations, scientific and technical
services businesses, technology-based enterprises, tourism enterprises,
nonprofit organizations, energy efficiency projects, or any combination of
those facilities or enterprises, or any interest in facilities, including
without limitation leasehold interests in and mortgages on those facilities.

2y ls of and . : he bond .

SECTION 11. Arkansas Code § 15-5-303 is amended to read as follows:

15-5-303. Exclusive issuer of revenue bonds for public facilities.

It is the intention of the General Assembly that the Arkansas
Development Finance Authority shall be the exclusive issuer of revenue bonds
for public facilities acquired or constructed for the benefit of state
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agencies, except the-Arkansas Student Loan Autherityy; the respective boards

of trustees of state-supported institutions of higher education, the Career
Education and Workforce Development Board, the State Board of Finance, the
War Memorial Stadium Commissieny and the Arkansas Economic Development
Council when issuing bonds pursuant to §§ 15-4-604, 15-4-605, and 15-4-608,
and the Industrial Development Guaranty Bond Act, § 15-4-701 et seq.

SECTION 12. Arkansas Code § 15-5-305 is amended to read as follows:

15-5-305. Authorized investors.

(a) Any municipality or any board, commission, or other authority duly
established by ordinance of any municipality or the boards of trustees,
respectively, of the firemen’s relief and pension fund funds and the
policemen’s pension and relief fund of any such municipality or the board of
trustees of any retirement system created by the General Assembly, in its
discretion, may invest any of its funds not immediately needed for its
purposes in bonds issued under the provisions of this subchapter and §§ 15-5-
101 — 15-5-106, 15-5-201 — 15-5-211, and 15-5-213, and bonds issued under the
provisions of this subchapter and §§ 15-5-101 — 15-5-106, 15-5-201 — 15-5-
211, and 15-5-213 shall be eligible to secure the deposit of public funds.

(b) All the obligations issued under this subchapter are legal and
authorized investments for:

(1) Banks;

(2) Savings banks;

(3) Trust companies;

(4) Savings and loan associations;

(5) Insurance companies;

(6) Fiduciaries;

(7) Trustees and guardians;

(8) Any municipality or any board, commission, or other
authority established by ordinance of any municipality or the boards of
trustees of any municipality;

(9) The fireman’s relief and pension funds of any municipality;

(10) The policeman’s pension and relief fund of any
municipality; or

(l11) The board of trustees for any retirement system created by
the General Assembly.

SECTION 13. Arkansas Code § 15-5-312 is amended to read as follows:

15-5-312. Statement on face of bond — Security.

(a) It shall be plainly stated on the face of each bond that it has
been issued under this subchapter, that the bonds shall be obligations only
of the Arkansas Development Finance Authority, and that in no event shall the
bonds constitute an indebtedness of the State of Arkansas or an indebtedness
for which the faith and credit of the State of Arkansas or any of its
revenues are pledged or an indebtedness secured by lien on or a security
interest in any property of the state.

(b) The payment of the bonds’ principal, redemption premium, if any,
interest, and trustee’s and paying agent’s fees may be secured by any
combination of:

(1) A lien on any security interest in facilities financed by
bonds issued under this subchapter;
(2) A lien encumbering or pledge of loans made or mortgages
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purchased by the authority;

(3) A pledge of revenues of the authority that are not derived
from appropriations;

(4) Collateral security received by the authority, including
without limitation, the authority’s interest in and revenue derived from loan
agreements; and

(5) A pledge of revenues derived from or by reason of ownership
of guaranteed educational loan notes, educational loan notes, any loan
agreements relating to guaranteed educational loans or educational loans, and
the interest and revenue from the loan agreements; and

45)(6) A lien encumbering or pledge of the proceeds of the bonds
and any reserves established in connection with the bonds.

(c) It shall not be necessary to the perfection of the lien and pledge
for such purposes that the trustee in connection with the bond issue or the
holders of the bonds take possession of the loans, notes, loan agreements,
mortgages, and collateral security.

SECTION 14. Arkansas Code § 15-5-603(a), concerning aggregate
percentages allocated, is amended to read as follows:

(a) The aggregate of the state ceiling for the State of Arkansas for
each calendar year shall be allocated on a percentage basis as follows:

(1) The Arkansas Development Finance Authority is allocated for
calendar year 2001 and for each year thereafter the following amounts for the
purposes stated:

(A) For multifamily residential housing, ten percent (10%)
of the aggregate state ceiling;

(B) For single family residential housing, seventeen
percent (17%) of the aggregate state ceiling; and

(C) For industrial development, thirty-three percent (33%)
of the aggregate state ceiling; and

(D) For student loan financing, ten percent (10%) of the
aggregate state ceiling.

(2) However, the Arkansas Development Finanece Authority the
authority, by resolution of the Board of Directors of the Arkansas
Development Finance Authority, may provide that the total amount of sixty
pereent—(60%) seventy percent (70%) of the aggregate state ceiling allocated

to the authority for calendar years 2001 and thereafter may be redistributed
among the purposes stated in amounts other than those set forth in this
subsections—and.

SECTION 15. Arkansas Code Title 15, Chapter 5, is amended to add an
additional subchapter to read as follows:
Subchapter 19 — Arkansas Student Loan Financing Act

15-5-1901. Title.
This subchapter shall be known and may be cited as the “Arkansas
Student Loan Financing Act”.

15-5-1902. Creation of the Student Loan Authority Division —
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Assumption of obligations of Arkansas Student Loan Authority.
(a)(1l) There is established the Student Loan Authority Division of the

Arkansas Development Finance Authority.

(2) The Student Loan Authority Division of the Arkansas
Development Finance Authority shall be the instrumentality of the state
charged with a portion of the responsibility of the state to provide
educational opportunities in keeping with all applicable state and federal
laws.

(b) The authority shall employ professional and clerical assistance,
including loan servicing and legal assistance, as it shall deem necessary or
appropriate to properly carry out the responsibilities of the division.

(c) The authority may adopt such rules to be followed by the division
in conducting business as necessary to carry out the purposes of this
subchapter, including rules governing:

(1) Compliance statutes or regulations governing the guaranty,
insurance, purchase, or other dealing in guaranteed educational loans or
education loans by corporations or federal agencies; and

(2) Standards of eligibility for educational institutions,
students, and lenders.

(d) As the successor to the Arkansas Student Loan Authority, the
Student Loan Authority Division of the Arkansas Development Finance Authority
assumes all obligations under all contracts and debt obligations of the
Arkansas Student Loan Authority that are effective or outstanding as of the
effective date of this act.

15-5-1903. Definitions.
As used in this subchapter:

(1)(A) “Education loan” means a loan made to a student or the
parent, legal guardian, or sponsor of the student or to an eligible
institution for the purpose of financing a student’s attendance at the
eligible institution.

(B) The loan may provide that the student or parent, legal
guardian, sponsor of the student, or eligible institution may be held jointly
and severally liable for the education loan;

(2) “Eligible institution” means any public or private
postsecondary educational institution whose students are eligible for
cuaranteed educational loans, an institution of higher learning, or a
vocational school as defined by rule of the Arkansas Development Finance
Authority as implemented by the Student Loan Authority Division;

(3) “Guaranteed educational loan” means a loan made in
accordance with Title IV, Part B, of the Higher Education Act of 1965, 20
U.S.C. § 1071 et seq., or pursuant to an alternative educational loan program
undertaken by the division and consistent this subchapter, to a qualified
borrower for payment of educational expenses incurred by a student while
attending an eligible institution, the payment of principal of and interest
on which is insured by the United States Secretary of Education under the
Higher Education Act of 1965, by the Student Loan Guarantee Foundation of
Arkansas, its successors or assigns, or by other guarantors as the division
may approve;

(4) “Obligation”, or “bond”, or “bonds” means any bond, note,
certificate, or other evidence of indebtedness, whether or not the interest
on the obligation shall be subject to federal income taxation;
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(5) “Qualified borrower” means a student or the parent, legal
cuardian, or sponsor of a student who:
(A) Qualifies for a guaranteed educational loan; and
(B) 1Is a resident of the State of Arkansas or has been
accepted for enrollment at or is attending an eligible institution within the
State of Arkansas or is borrowing from a lender doing business within the
State of Arkansas, including the division; and
(6) (A) “Student” means an individual who meets the enrollment
and satisfactory progress requirements necessary for making a guaranteed
educational loan or an education loan as determined by the division.
(B) "Student" includes a dependent and independent
undergraduate, graduate, and professional student.

15-5-1904. Cash funds — Sufficient redemption fund required.

(a)(1) All moneys received by the Student Loan Authority Division or
its trustee as repayment of principal or interest on an education loan or as
repayment of principal or interest on a guaranteed educational loan,
including payments by the United States as subsidies, in payment of the
guarantee on guaranteed educational loans made or purchased under this
subchapter or as income on any other investment authorized by this subchapter
are specifically declared to be cash funds.

(2) The moneys shall not be deposited into the State Treasury
but shall be deposited as required by the agreement or trust indenture for
each different series of obligations of the division.

(3) A sufficient amount of such money shall always be made
available to any redemption fund securing outstanding obligations of the
division to ensure their payment and interest thereon as they mature.

(b) All revenues received by the division, except revenues derived
from a state appropriation, are declared to be restricted cash funds and
shall be used as provided in this subchapter.

(c) The division may use the proceeds of any bond issues, together
with any other available funds, for:

(1) Making loans;

(2) Purchasing loans and security interests in loan
participations as authorized;

(3) Paying incidental expenses in connection with loans;

(4) Paying expenses of authorizing and issuing bonds;

(5) Paying interest on bonds until revenues are available in
sufficient amounts from the bonds; and

(6) Funding reserves as necessary.

(d) Revenues received by the division shall not be deposited into the
State Treasury except those revenues received by state appropriation.

(e) Funds of the division shall not inure to the benefit of or be
distributed to employees, officers, or directors of the division except as
authorized as reasonable compensation.

(f) The revenues not deposited into the State Treasury shall be
deposited into an account or accounts specified by resolution of the division
and used for carrying out the provisions of any resolution, indenture
securing bonds of the division, or other agreement of the division under this
subchapter.

(g) The division may establish one (l) or more special funds or
accounts to secure bonds issued as necessary under this subchapter.
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15-5-1905. Excess funds — Allowable investments.

Moneys in funds created by resolution or trust indenture of the
Arkansas Development Finance Authority in excess of the amount then necessary
for making educational loans or guaranteed educational loans and purchasing
educational loan notes or guaranteed educational loan notes under this
subchapter or in excess of the amount necessary to meet current debt service
may be invested by the authority or on its behalf in:

(1) Direct obligations or obligations whose principal and
interest are guaranteed by the United States;

(2) Direct obligations of or participation certificates
cuaranteed by the Federal Financing Bank, Federal Intermediate Credit Bank,
federal land banks, Federal Home Loan Bank, Government National Mortgage
Association, or banks for cooperatives;

(3) Certificates of deposit of any bank, savings and loan
association, or trust company whose deposits are fully secured by a pledge of
securities of any kind specified in subdivision (1) or subdivision (2) of
this section;

(4) Certificates of deposit of any bank, savings and loan
association, or trust company, which deposit is fully insured by the Federal
Deposit Insurance Corporation;

(5) Repurchase agreements sold by any bank, savings and loan
association, or trust company, provided that the repurchase agreement is
fully secured by a pledge of securities of any kind specified in subdivision
(1) or subdivision (2) of this section;

(6) General obligations of the state or its political
subdivisions;

(7) Obligations, including investment agreements, of any bank,
savings and loan association, trust company, or other financial institution,
or a holding company thereof, whose credit is rated in either of the top two
(2) rating categories by a nationally recognized credit rating service or
corporation;

(8) Money market funds that invest only in obligations described
in subdivision (1) or subdivision (2) of this section, or which are rated in
the highest two (2) categories by one (l) or more nationally recognized
rating agencies; and

(9) Any other investment permitted by the indenture under which
such funds are held, provided that such investment is rated as investment
¢rade by one (l) or more nationally recognized rating agencies.

15-5-1906. Trust indenture funds and accounts.

(a) All proceeds derived from a particular obligation under this
subchapter shall be deposited into funds or accounts to be created pursuant
to a trust indenture with a trustee as shall be determined by the Arkansas
Development Finance Authority.

(b) Funds credited to an account or fund created by a trust indenture
may be used for any or all of the following purposes:

(1) The payment of the necessary expenses, including, without
limitation, the costs of issuing the authority’s obligations incurred by the
authority in carrying out its responsibilities under this subchapter;

(2) The establishment of a debt service reserve account to
secure the payment of obligations;
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(3) The making of guaranteed educational loans to qualified

borrowers;
(4) The purchase or acquisition, either directly or acting

through a bank with trust powers for its account, of guaranteed educational
loan notes executed after March 30, 1977, by qualified borrowers or of
education loan notes;

(5) The acquisition of an investment contract or contracts or
any other investments permitted under an indenture of the authority securing
its obligations. However, the income from the contract, contracts, or
investments, after payment of the obligations and all expenses associated
therewith, shall be used by the authority to assist in carrying out its
purposes under this subchapter; and

(6) The making of education loans.

15-5-1907. Students — Power to contract.

(a) For the purpose of this subchapter, a student who is a qualified
borrower is vested with full capacity to contract and is bound by any
contract executed by him or her under this subchapter.

(b) The fact that the student was a minor at the time he or she
executed the note shall not be a defense in any action arising on the note.

15-5-1908. Purchase of student loan notes.

Before purchasing a guaranteed educational loan note or an educational
loan note under this subchapter, the Arkansas Student Loan Division of the
Arkansas Development Finance Authority shall reasonably determine that:

(1) The note represents a loan actually disbursed to a qualified

borrower;
(2) Due diligence both in making and collecting the loan has

been exercised with respect to that loan;

(3) The loan meets such other reasonable criteria as may be
established from time to time by the authority; and

(4) Other defects do not exist affecting the ability of the loan
to be guaranteed.

SECTION 16. Arkansas Code § 25-16-904(23), concerning stipend
authorization, is repealed.

{23y Board of Directors—of the Arkansas Student Loan Authority-

SECTION 17. Arkansas Code § 26-36-303(1)(A)(iii), concerning
definitions related to setoff against state tax refund, is repealed.

o o .
.

SECTION 18. Arkansas Code § 26-51-813(f), concerning confidentiality
and exemptions related to tax reports and returns, is amended to read as
follows:

(£) (1) Nothing in this section shall be construed to prohibit the
Department of Finance and Administration from disclosing from any return or
other record maintained by the director to the-Arkansas Student Lean
Autherity o¥ the Student Loan Guarantee Foundation of Arkansas, the last
known address or whereabouts or the last known employer of any person from

whom the-Arkansas Student LeoanAutherity and the Student Loan Guarantee

Foundation of Arkansas are is charged with collecting a student loan
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indebtedness.
(2) 1In providing this information the Department of Finance and

Administration shall not allow the-Arkansas Student LeoanAutherity eor the

Student Loan Guarantee Foundation of Arkansas to examine the tax return.

SECTION 19. EMERGENCY CLAUSE. It is found and determined by the
General Assembly of the State of Arkansas that the Arkansas Student Loan
Authority may be more efficiently structured; that restructuring will result
in cost savings to the taxpayers of the State; and that this act is necessary
because the Arkansas Development Finance Authority is well positioned to
supervise the administration of a Student Loan Authority Division. Therefore,
an emergency is declared to exist, and this act being necessary for the
preservation of the public peace, health, and safety shall become effective
on July 1, 2017."

The Amendment was read the first time, rules suspended and read the second time and
By: Senator D. Wallace
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