PoLICIES AND PROCEDURES APPLICABLE
TO THE TREASURY DIVISION,
DEPARTMENT OF REVENUE,
STATE OF ALASKA

APPENDIX ZJ

Historical Investment of ASLC Funds by the Department of Revenue, Division of
Treasury

The following ASLC funds have been retained for institutional memory:

1. History

= 1971 -1987. The state has provided a substantial student loan program since the 1971-1972
academic year. The Legislature initially funded the program with General Fund
appropriations. By 1987 the Legislature provided almost $300 million in General Fund
appropriations, enabling the program to fund 125,000 student loans totaling just over $500
million.

= April 1988. The Legislature established the Alaska Student Loan Corporation to take over the
loan program. The corporation assumed the assets and liabilities of the state's two major loan
funds: the Scholarship Revolving Loan Fund and the Teacher Scholarship Loan Fund. The
corporation is governed by a five-member Board of Directors, with two members from the
Alaska Commission on Postsecondary Education (ACPE) together with the commissioners of
Revenue, Administration, and Community and Economic Development.

= 1988 -2001. Since the beginning of 1988, ASLC has received General Fund appropriations of
about $35.8 million and has secured the rest of the funds it has needed by issuing revenue
bonds secured by student loan repayments. Between 1988 and 2001, the corporation issued
$674 million in bonds and made loans totaling more than $1 billion.

» 2002 - The 22™ Legislature created the AlaskAdvantage Loan Program effective July 2002.
The new loan program establishes the ACPE as the education loan lender with the ASLC as
the funding source. It also adds Federal Family Education Loans to education loan products
offered by the ACPE. The ASLC created a new master trust indenture and appointed a new
trustee for this program.

To accommodate the new trust structure, ACPE has instructed Treasury to combine the ASLC
Master Student Loan Fund (AY15) with the ASLC Series A Student Loan Fund (AY16). The
resulting fund (AY15) will continue to be used for pledged loan receipts received for the benefit of
bondholders under the Master Indenture dated May 1, 1988 and has been re-titled ASLC Series
End 2001 Custodial Fund.

To accommodate the new trust structure, ASLC, it’s Trustee and the Department of Revenue
entered into a second Custodian/Depositary/Servicing Agreement. ASLC AlaskAdvantage
Custodial Fund (AY2F) was created to hold pledged loan receipts received for the benefit of the
trustee under the 2002 Master Indenture and the new Custodian/Depositary/Servicing Agreement.
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January 2004, the Department of Revenue, Treasury Division was hired by the ASLC to
provide investment management services for various accounts.

February 2004, the ASLC issued bonds to fund various State capital projects. These bonds
were issued pursuant to a master indenture dated February 1, 2004. Student loans were
pledged as security for the bonds. To accommaodate the new trust structure, ASLC, its Trustee
and the Department of Revenue entered into a third Custodian/Depositary/Servicing
Agreement. ASLC Capital Projects Fund (AY2V) was created to hold pledged loan receipts
received for the benefit of the trustee under the 2004 Master Indenture and the new
Custodian/Depositary/Servicing Agreement.

March 2005, the ASLC issued bonds to fund various State capital projects. These bonds were
issued pursuant to a master indenture dated March 1, 2005. Education loans were pledged as
security for the bonds. To accommodate the new trust structure, ASLC, its Trustee and the
Department of Revenue entered into a fourth Custodian/Depositary/Servicing Agreement.
ASLC State Projects Fund (AY9R) was created to hold pledged loan receipts received for the
benefit of the trustee under the 2005 Master Indenture and the new
Custodian/Depositary/Servicing Agreement.

January 2008, ASLC partially terminated the investment management agreement with the
Department of Revenue, Division of Treasury. Treasury continues to manage non-pledged
investments for ASLC.

February 2008, ASLC defeased the bonds issued pursuant to the Master Indenture dated May
1,1988. The Corporation chose to retain AY15 for non-pledged loan receipt.

May 2009, ASLC chooses to terminate the remaining piece of the investment management
agreement with Department of Revenue, Division of Treasury. Funds AY15, 2F, 2V, and 9R
remain invested with the Department of Revenue, Division of Treasury, and are invested in
accordance with ASLC’s Investment Policy. Treasury non pledged origination fees (AY2Z)
were invested in the Intermediateterm Pool (AY72).

December 2009, ASLC entered into a loan agreement with the State of Alaska to borrow up to
$100,000,000 for the purpose of originating student loans. As of 6/30/2010, ASLC has
$67,500,000 outstanding (Please see Appendix BL).

December 2011, Treasury non pledged origination fees (AY2Z) were allocated 100% to the
Short-term Pool (AY70) from a previous allocation to the Intermediate-term Pool (AY72).

July 2012, there was no change in allocation, currently 100% Short-term Pool.
July 2013, there was no change in allocation, currently 100% Short-term Pool.
July 2014, there was no change in allocation, currently 100% Short-term Pool.

February 2015. ASLC State Projects Fund (AY9R) was closed-out, previously holding pledged
loan receipts received for the benefit of the trustee under the 2005 Master Indenture and the
new Custodian/Depositary/Servicing.Agreement. ASLC AlaskAdvantage Custodial Fund
(AY2F) was closed-out, previously holding pledged loan receipts received for the benefit of
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the trustee under the 2002 Master Indenture and the new Custodian/Depositary/Servicing
Agreement.

Historical invested assets in the ASLC Series End 2001 Custodial Fund (formally Master Student
Loan Fund) (AY15) and the Series ‘A’ Student Loan Funds (AY16) at June 30 were:

AY15 AY16
Fiscal Year Earnings Fair Value Earnings Fair Value

1989 158,360 1,713,171 297,047 927,014
1990 TBA TBA TBA TBA
1991 578,347 2,647,319 TBA TBA
1992 501,206 7,658,406 120,598 1,376,201
1993 200,211 2,798,821 233,266 2,860,481
1994 336,644 6,822,646 254,728 2,979,295
1995 446,725 3,497,952 495,679 2,668,233
1996 609,984 5,125,257 381,700 4,865,179
1997 509,995 5,111,164 709,722 7,032,565
1998 492,864 7,731,621 1,097,199 12,298,265

19991 491,920 6,724,950 979,453 12,933,218
2000 690,079 17,625,824 830,532 3,367,171
2001 530,026 5,667,358 605,076 4,947,289
2002 278,949 5,582,505 85,466 -
2003 118,702 3,393,877 - -
2004 43,702 3,660,747 - -
2005 128,545 3,692,573 - -
2006 207,723 1,900,748 - -
2007 146,425 536,431 - -
2008 26,729 271,089 - -
2009 10,601 2,333,435 - -
2010 427 549,213 - -
2011 612 3,651,681 - -
2012 3,363 1,944,476 - -
2013 17,252 5,606,256 - -
2014 8,571 -

Total invested assets in the ASLC AlaskAdvantage (AY2F & AY2V) at June 30:

AY2F AY2V
Fiscal Year Earnings Fair Value Fiscal Year Earnings Fair Value
2003 89,750 1,298,859 2003 - -
2004 61,360 3,714,467 2004 2,827 777,197
2005 169,054 6,311,729 2005 25,116 848,699

! Effective May 1999, ASLC opted to continue recording assets at amortized cost, as allowed under GASB
Statement No. 31.
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2008
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2010
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2013
2014
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483,265
642,758
531,174
53,235
3,227
463

24

92

7

4,776,653
9,966,844
10,612,022
8,872,757
956,077
2,814,354
1,020,672
743,274
23,920

2006
2007
2008
2009
2010
2011
2012
2013
2014

50,779
29,971
2,317
715

55

16

Total invested assets in the ASLC Capital Projects Pledged Loan Fund (AY9R) at June 30:

Fiscal Year

2005

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Earnings

7,786

48,067
31,993
12,463
3,198
81

237

2

77

3

Fair Value
1,118,648

571,979
193,653
124,638
1,161,692
206,703
1,663,896
707,280
706,894
5,858

Total invested assets in the ASLC Origination Fee Non Pledged Fund (AY22Z) at June 30:

Fiscal Year

2009
2010
2011
2012
2013
2014

Earnings

20,680
527,935
220,818

47,577

191
541

Fair
Value
10,846,819
11,117,045
2,230,392
945
277,447
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4. Management

a. Financial Structure

Student loan payments are pledged to make the principal and interest payments on ASLC bonds
and to maintain certain required reserve funds. For accounting purposes, the loans are recorded in
separate funds to designate the funding source for the loan (i.e. 2001 bond issue or 2002 bond

issue).

5. Investment Policy

a. Custodial Funds (AY2F, AY2V, and AY9R)

Treasury invested the ASLC AlaskAdvantage Custodial Fund, and the ASLC Capital Projects

Funds with the following in mind:

Risk Tolerance Low. AY2F, AY2V, and AY9R money is held in trust for bondholders.
Investment Objectives Low exposure of principal to loss.
Emphasis on liquidity and safety of principal. Income is secondary
objective.

Minimal inflation protection needed.
High liquidity requirement.

Time Horizon Short.
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b.  Non Indentured Funds (AY15 and AY2Z)

Treasury invested the ASLC Series End 2001 Custodial Fund, and the ASLC 2009 Origination Fee
Non Pledged Assets Fund with the following in mind:

Risk Tolerance Low-Moderate.

Investment Objectives Low exposure of principal to loss.
Emphasis on liquidity and safety of principal. Income is secondary
objective.

Minimal inflation protection needed.
AY2Z has a Moderate liquidity requirement, while AY15 has a high
liquidity requirement.

Time Horizon Intermediate.

Treasury’s historical investment policy and procedures for both pledged and non-pledged funds,
including a description of investment securities permitted by indenture for funds AY2F, AY2V,

AYO9R, and AY15 is outlined in ASLC’s Investment Policy and Procedures manual.

The Corporation’s non-pledged funds, such as AY2Z, was invested in the various fixed-income
pools managed by the State of Alaska’s Department of Revenue, Treasury Division. Historical
investment in the State’s fixed-income pools were made in accordance with the State’s General
Investment Policy. These investments represented an ownership share of the pool’s securities
rather than ownership of specific securities themselves. AY?2Z assets were invested in the Short-
term pool (AY70).

The MBIA Investment Guidelines (currently outlined in the Custodial/Depositary/Servicing
Agreement in Appendix FE) were used to invest funds indentured under the 2004 indenture. The
historical and most recent ASLC Investment Policy and Procedures for the previous investment of

funds should be accessed through ASLC.

Custodial and account reporting services were provided by the ASLC’s trustee.

6. Reporting Requirements
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The Corporation is responsible for financial reporting. Treasury recorded the necessary accounting
entries monthly in the Statewide Accounting System to reflect the period's investment activity for

all accounts managed, while these accounts were outstanding.

Treasury recorded an accounting entry monthly in the Statewide Accounting System to reflect the
Corporation’s share of GeFONSI’s monthly investment activity related historical funds invested.
The ASLC accessed activity and their GeFONSI balance directly through the Statewide

Accounting System and contacts Treasury if it has questions.

7. Treasury Funding

Treasury included receipts from the Alaska Student Loan Corporation as a funding source in its
annual budget. Treasury allocated a share of its personnel costs and custodial costs to this funding

source.
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