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An Act creating the Iowa higher education loan authority, 

. evenue bonds and providing for the authority to 1ssue r . 

defining its powers and duties and providing that tne 

Act takes effect upon its publication. 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

H-5275 
HOUSE E'ILE 2377 

l Amend House File 2377 as follows: 
2 1. Page 20, line 35, by inserting after the word 
::; "and" the Hords ", subject to rules adopted by the 
-r authority,". 
:> 2. Page 22, by striking lines 8 through 14 and 
6 inserting in lieu thereof the words "publJ.c functi.on. 
7 Income of the authority is exempt from all taxation 
8 in the state. Property of the authority, ac~uired 
9 or held for purposes of this Act, is exempt 4rom all 
) taxation and special assessments in the state if the 
1 property was exempt for the fiscal year in I-Ihich the 
2 property l~as first acquired or held and such property 
3 shall continue to be exempt for subsequent fiscal 

.4 years. Property of the authority, acquired or held 
.~5 for !?urposes of this Act, is subJect to taxation and 
16 specIal assessments in the state if the property was 
.7 taxable for the fiscal year in which the property 
~8 was first acquired or held and such pro!?erty shall 
19 continue to be taxable for subsequent fiscal years." 
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" Section 1. NEW SECTION. SHORT TITLE AND CITATION. This 
2 Act may be cited as the "Iowa Higher Education Loan Authority 

3 Act". 
4 Sec. 2. DECLARATION OF PURPOSE. It is declared that for 
5 the benefit of the people of the state of Iowa, the conduct 
6 and increase of their co~,erce. the protection and enhancement 
7 of ~~eir welfare, the development of ccntinued prosperity 
8 'and the improvement of UJ.eir health and. living conditions, 
9 it is essential that this and future generations of youth 

10 be given the fullest-opportunity to learn and to develop their 
11 in~ellectual and mental capacities and skills; that to achieve 
12 these ends it is of the utmost importance that students 
13 attending institutions of higher education located in Iowa 
14 have reasonable financial alternatives to enhance their access 
15 to such institutions; that reasonable financial access to 
16 institutions of higher education will assist youth in achieving 

17 t-he optimum levels of learning and development of their 
18 intellectual and mental capacities and skills; that it is 
19 the purpose of this Act to provide a measure of assistance 

20 and an alternative method to enable students and the families 
21 of students attending institutions of higher education located 
22 in Iowa to appropriately and prudently finance the cost or 
23 a portion of the cost of higher education; and that it is 
24 the intent of this Act to supplement federal guaranteed higher 
25 education loan programs, other student loan programs, and 
26 grant or scholarship programs to provide the needed additional 
27 options for the financing of a student's higher education 
28 ~n execution of the public policy set forth above. 
29 Sec. 3. LEGISLATIVE FINDINGS. The general assembly finds 
30 as follows: 

31 1. The establishment of the authority is in all 
32 for the benefit of the people of the state of Iowa, 

respects 
for the 

33 improvement of their education, health and welfare, and for 
34 the promotion of the economy, which are public purposes. 
35 2. The authority will be performing an essential govern-

, 
-J.-
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1 mental function in the exercise of the powers and duties con-
2 ferred upon it by this chapter. 
3 3. There exists a serious problem in this state regarding 
4 the ability of students to obtain financing for the cost of 
5 education beyond the high school level. 
6 4. Escalating costs of securing such an education have 
7 contributed to the difficulties faced by students in attempt-
8 ing to finance an education. 
9 5. Without public action as contemplated by this Act, 

10 many students will be forced to postpone or abandon plans 
11 for obtaining additional education. 
12 6. It is in the interests and welfare of the citizens 
13 of the state to provide a means for assisting students to 
14 continue their education. 
15 7. Without public action as contemplated by this Act, 
16 the inability to obtain educational financing will result 
17 in declining enrollments at institutions of higher education. 
18 8. It is necessary to create a higher education loan au-
19 thority to encourage the investment of private capital in 
20 the provision of funds for the financing of student lo~~s. 
21 9. All of the purposes stated in this section are public 
22 purposes and uses for which public moneys may be borrowed, 
23 expended, advanced, loaned, or granted. 
24 Sec. 4. NEW SECTION. DEFINITIONS. As used in this Act, 
25 unless the context otherwise requlres: 
26 1. "Authority" means the Iowa higher education loan au-
27 thority created by this Act, and "members of the authority" 
28 means those persons appointed to the authority pursuant to 
29 section 6 of this Act. 
30 2. "Authority loans" means loans by the authority to in-
31 stitutions of higher education for the purpose of funding 
32 education loans. 
33 3. "Obligations" means bonds, notes, or other evidences 
34 of indebtedness of the authority, including interest coupons 
35 pertaining thereto, issued under this Act, including refund-

-2-



S.F. H.F. :;377 

1 ing bonds. 

2 4. "Bond resolution" means a resolution of the authority 

3 and the trust agreement, if any, and any supplements or 

4 amendments tD the resolution and agreement, authDrizing the 

5 issuance Df and prDviding fDr the terms and cDnditions ap-
6 plicable tD obligatiDns. 

7 5. "BDrrower" means a student whD has received an educa-
8 tion IDan Dr a parent who has received Dr agreed to pay an 
9 education IDan. 

10 6. "Default insurance" means insurance insuring education 

11 loans, authority loans, or obligations agalnst default. 

12 7. "Default reserve fund" means a fund established pur-

13 suant tD a bond resolution fDr the purpose of securing educa-

14 tiDn loans, authority loans, or obligations. 

15 8. "Cost of attendance" means the amount defined by the 

16 institution for the purpose of the guaranteed student loan 
17 program as defined under Title IV, part B, of the "Higher 

18 Education Act of 1965" as amended. 

19 9. "Education loan" means a loan which is made by an in-

20 stitution to a student or parents of a student, or both, ln 

21 amounts not in excess of the maximum amounts specified in 

22 rules adopted by the authority under chapter 17A to finance 

23 all Dr a portion of the cost of the student's attendance at 

24 the institution. 
25 10. "Loan funding deposit" means money or other property 

26 deposited by an institution with the authority or a trustee 

27 for the purpose of one or more of the fDllowing: 

for obligations. 
reserve fund. 

28 

29 

30 

31 

a. 

b. 

c. 

d. 

Providing 

Funding a 
Acquiring 

Defraying 

security 

default 

default insurance. 

costs of the authority. 
32 The moneys or properties shall be in amounts deemed necessary 

33 by the authority as a condition for the institution's 

34 participation in the authority's programs. 

35 11. "Institution" means a nonprofit educational institu-
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1 tion located in Iowa not owned or controlled by the state 
2 or any political subdivision, agency, instrumentality, 
3 district, or city of the state, which is authorized by law 
4 to provide a program of education beyond the high school level 
5 and which meets all of the following requirements: 
6 a. Admits as regular students only individuals having 
7 a certificate of graduation from high school, or the recognized 
8 equivalent of such a certificate. 
9 b. Provides an educational program for which it awards 

10 a baccalaureate degree; or provides an educational program 
11 which conditions admission upon the prior attainment of a 
12 baccalaureate degree or its equivalent, for which it awards 
13 a postgraduate degree; or provides not less than a two-year 
14 program which is acceptable for full credit toward a 
15 baccalaureate degree, or offers not less than a two-year 
16 program in engineering, mathematics, or the physical or 
17 biological sciences which is designed to prepare the student 
18 to work as a technician and at a semi-professional level in 
19 engineering, scientific, or other technological fields which 
20 require the understanding and application of basic engineering, 
21 scientific, or mathematical principles or knowledge. 
22 c. Is accredited by a nationally recognized accrediting 
23 agency or association or, if not accredited, is an institu-
24 tion whose credits are accepted, on transfer, by not less 
25 than three institutions which are accredited. 
26 d. Does not discriminate in the admission of students 
27 on the basis of age, race, creed, color, sex, national origin, 
28 religion, or disability. 
29 e. Has a governing board which possesses its own 
30 sovereignty. 
31 f. Has a governing board, or delegated institutional 
32 officials, which possess final authority in all matters of 
33 local control, including educational policy, choice of per-
34 sonnel, determination of 
35 12. "Parent" means a 

program, and financial management. 
parent or guardian of a student at 
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1 an institution. 
2 13. "Education loan series portfolio" means all education 

3 loans made by a specific institution which are funded from 

4 'Che proceeds of an authority loan to the institution from 

5 the proceeds of a related specific issue of obligations through 

6 the authority. 
7 14. "Bond service charges" means principal, including 
8 mandatory sinking fund requirements for retirement of obliga-
9 tions, and interest, and redemption premium, if any, required 

10 to be paid by the authority on obligations. 
11 15. "Person" means a public or private person, firm, 
12 partnership, association, corporation or other body. 

13 16. "Governmental agency" means the state or a state de-
14 partment, division, commission, institution, or authority, 

15 an agency, city, county, township, school district, and any 

16 other political subdivision or special district in this state 
17 established pursuant to law, and, except where otherwise indi-

18 cated, also means the United States or a department, division, 
19 or agency of the United States, and an agency, commission, 
20 or authority established pursuant to an interstate compact 
21 or agreement. 

22 Sec. 5. NEW SECTION. CREATION AS PUBLIC INSTRUMENTALITY. 

23 The Iowa higher education loan authority is created as a body 

24 politic and corporate. The authority is a public instru-
25 mentality and the exercise by the authority of the powers 

26 conferred by this Act is the performance of an essential 
27 public function. 

28 Sec. 6. NEW SECTION. MEMBERSHIP OF AUTHORITY. 

29 1. The authority consists of five members to be appointed 
30 by the governor subject to confirmation by the senate. The 
31 powers of the authority are vested in and exercised by the 
32 members of L~e authority. Each member of the authority shall 
33 be a resident of the state and not more than three members 
34 shall be members of the same political party. 

35 2. The members of the authority shall be appointed by 
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1 the governor for terms of SlX years beginning and ending as 
2 provided in section 69.19. A member of the authority is 
3 eligible for reappointment. The governor shall fill a vacancy 
4 for the remainder of the unexpired term. A member of the 
5 authority may be removed by ~~e governor for misfeasance, 
6 malfeasance, or willful neglect of duty or other cause after 
7 notice and a public hearing unless the notice and hearing 
8 are waived by the member in writing. 
9 3. The members of the authority shall annually elect one 

10 of the members as chairperson and one as vice chairperson. 
, , 
i~ 

12 
13 

14 

IS 
16 

17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 

The members of the authority may appoint an executive director, 
an assistant executive director, and other officers as the 
members of the authority determine. The officers shall not 
be members of the authority, shall serve at the pleasure of 
the authority, and shall receive compensation as fixed by 
the authority. 

4. The executive director or assistant executive director 
or other person designated by resolution of the authority 
shall keep a record of the proceedings of the authority and 
shall be custodian of all books, documents, and papers filed 
with the authority, the minute book or journal of the 
authority, and its official seal. The executive director, 
assistant executive director, or other person may cause copies 
to be made of minutes and other records and documents of the 
authority and may give certificates under the official seal 
of the authority that the copies are true copies, and persons 
dealing with the authority may rely upon the certificates. 

28 5. Three members of the authority constitute a quorum. 
29 The affirmative vote of a majority of the members of the au-
30 thority is necessary for any action taken by the authority. 
31 The majority shall not include a member who has a conflict 
32 of interest and a statement by a member of a conflict of 
33 interest is conclusive for this purpose. A vacancy in the 
34 membership of the authority does not impair the right of a 
35 quorum to exercise the rights and perform the duties of the 
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1 authority. An action taken by the authority under this Act 
2 may be authorized by resolution at a regular or special 
3 meeting, and each resolution shall take effect immediately 
4 and need not be published or posted, except as provided in 
5 section 25 of this Act. Meet1ngs of the authority shall be 
6 held at the call of the chairperson or at the request of two 
7 members. 
8 6. The members of the authority shall not receive compensa-
9 tion for the performance of their duties as members but each 

10 member shall be paid necessary expenses while engaged in the 
11 performance of duties of the authority. 
12 7. The members of the authority shall give bond as re-
13 quired for public officers in chapter 64. 
14 8. The members of the authority are subject to and are 
15 officials within the meaning of chapter 68B. 
16 9. Notwithstanding chapter 68B or any other laws to the 
17 contrary, it is not a conflict of interest or violation of 
18 a law for a trustee, director, officer, or employee of a par-
19 ticipating institution or for a person having a favorable 
20 reputation for skill, ~~owledge, and experience in state and 
21 municipal finance or for a person having a favorable reputa-
22 tion for skill, knowledge, and experience in the higher edu-
23 cation loan finance field to serve as a member of the au-
24 thority. However, in each case to which this Act is 
25 applicable, the trustee, director, officer, or employee of 
26 the participating institution shall abstain from discussion, 
27 deliberation, action, and vote by the authority in respect 
28 to an undertaking pursuant to ~~is Act in which the 
29 participating institution of higher education has an interest; 

30 and the person having a favorable reputation for skill, 
31 knowledge, and experience in state and municipal finance shall 
32 abstain from discussion, deliberation, action, and vote by 
33 the authority in respect to a sale, purChase, or ownership 
34 of obligations of the authority in which an investment banking 
35 firm or insurance company or bank of which the person is a 
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• 



• 

S.F. __ H.F. ~371 

1 partner, officer, or employee has or may have a current or 
2 future interest; and the person having a favorable reputation 
3 for skill, knowledge, and experience in the higher education 
4 loan finance field shall abstain from discussion, deliberation, 
5 action, and vote by the au~~ority in respect to an action 
6 of the authority in which a partnership, firm, joint venture, 
7 sole proprietorship, or corporation of which the person is 
8 an owner, venturer, participant, partner, officer, or employee 
9 has or may have a current or future interest. 

10 Sec. 7. NEW SECTION. Du~IES OF AUTHORITY. The authority 
11 shall: 

12 1. Adopt rules for the regulation of its affairs and the 
13 conduct of its business. 
14 2. Adopt an official seal and alter the seal at pleasure. 
15 3. Maintain an office at a place or places it designates. 
16 4. Establish criteria for and guidelines encompassing 
17 the types of and qualifications for education loan financing 
18 progr~ns. The authority may issue obligations for the purpose 
19 of making authority loans to institutions participating in 
20 a progr~ of the authority for the purpose of providing educa-
21 tion loans. The criteria and guidelines established by the 
22 authority for its education loan financing progr~s include 
23 eligibility standards for borrowers the authority determines 
24 are necessary or desirable in order to effectuate the pur-
25 poses of this Act, including the following: 
26 a. Each student shall have a certificate of admission 
27 or enrollment at a specific participating institution. 
28 b. Each student or the student's parents shall satisfy 
29 financial qualifications the authority establishes to ef-
30 fectuate the purposes of this Act. 
31 c. Each student and the student's parents shall submit 
32 information required by the authority to the applicable in-
33 stitution. 
34 The authority may contract with financial institutions 
35 and other qualified loan origination and servicing 
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I organizations, which shall assist in prequalifying borrowers 
2 for education loans and which shall service and administer 
3 each education loan and each institution's respective loan 
4 series portfolio. Each ed~cation loan's fees shall include 
5 a portion, if necessary, to cover the applicable pro rata 

6 cost of a servicing organization. 
7 The authority may establish criteria governing the 
8 eligibility of institutions to participate in its programs, 
9 the making of authority loans and education loans, provisions 

10 for default, the establishment of default reserve funds, the 
11 purchase of default insurance, the provision of prudent debt 
12 serv~ce reserves, and the furnishing by participating insti-
13 tutions of higher education of additional guarantees of L~e 
14 education loans, authority loans, or obligations that the 
15 auL~ority determines necessary. Criteria shall be established 
16 to assure the marketability of the obligations and the ade-
17 guacy of the security for the obligations. 
18 The authority shall establish limitations upon the prin-
19 cipal amounts and the terms of education loans, criteria re-
20 garding the qualifications and characteristics of borrowers 
21 and procedures for allocating authority loans ~~ong institu-
22 tions eligible for its program in order to effectuate the 
23 purposes of this Act. 
24 5. Issue obligations for its corporate purposes and fund 
25 or refund the obligations as provided in this Act. 
26 6. Fix and revise from time to time and charge and col-
27 lect rates, fees, and charges for the services furnished or 
28 to be furnished by the authority, and contract with persons 
29 in respect to the services, including financial institutions, 
30 loan originators, servicers, administrators, issuers of let-
31 ters of credit, and insurers. 
32 7. Establish rules under chapter 17A with respect to 
33 authority loans, education loans, and education loan series 
34 portfolios. 
35 8. Receive and accept from any source, loans, contribu-

-9-
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1 tions or grants for or in aid of an authority education loan 
2 financing program or any portion of a program and, when re-
3 quired, use the funds, property, or labor only for the pur-
4 poses for which it was loaned, contributed, or granted. 
5 9. Make authority loans to institutions and require that 
6 the proceeds of the authority loans be used for making educa-
7 tion loans and paying costs and fees in connection with the 
8 education loans. 
9 10. Charge to and apportion among participating institu-

10 tions its administrative and operating costs and expenses 
11 incurred in the exercise of its powers and duties. 

11. Borrow working capital funds and other funds 12 as neces-
13 sary for start-up and continuing operations, provided that 
14 the funds are borrowed in the name of the authority only_ 

15 Borrowings are limited obligations of the character described 
16 in section 12 of this Act and are payable solely from revenues 
17 of the authority or the proceeds of obligations pledged for 
18 that purpose. 
19 12. Notwithstanding other provisions in this Act, commingle 
20 and pledge as security for a series or issue of obligations, 
21 with the consent of all of the institutions which are 
22 participating in the series or issue, the education loan 
23 series portfolios and some or all future education loan series 
24 portfolios of the institutions, and the loan funding deposits 
25 of the institutions. 
26 portfolios and other 
27 or funds pledged for 
28 be held for the sole 

However, the education loan series 
security and moneys set aside in a fund 
a series or issue of obligations shall 
benefit of the series or issue separate 

29 and apart from education loan series portfolios and other 
30 security and moneys pledged for any other series or issue 
31 of obligations. Obligations may be issued in series under 
32 one or more resolutions or trust agreements in the discretion 
33 of the authority. 
34 13. Examine records and financial reports of participating 
35 institutions, and examine records and financial reports of 
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1 a contractor organization or institution retained by the 
2 authority. 

3 14. Require that authority loans be used solely to make 
4 education loans. The authority shall re~uire that institutions 
5 require that each borrower under an education loan use the 
6 proceeds solely for the cost of attendance and that each bor-
7 rower certify as to the use of the proceeds. 

8 15. Authorize its officers, agents, and employees to take 
9 any other action and do all things necessary or desirable 

10 ln order to carry out the purposes of this Act. 

11 Sec. 8. NEW SECTION. POWERS OF AUTHORITY. The authority 
12 may: 

13 1. Sue and be sued in its own name, plead and be im-
14 pleaded. 

15 2. Employ consultants, attorneys, accountants, financial 
16 experts, loan processors, bankers, managers, and other 
17 employees and agents necessary in the au~~ority's judgment, 
18 and fix their compensation. 

19 3. When refunding obligations are issued to refund obliga-
20 tions, the proceeds of which were used to make authority 

21 loans, reduce the amount it is owed by the institutions which 

22 had received authority loans from the proceeds of the refunded 
23 obligations. The institutions may use this reduced amount 
24 to reduce the amount of interest being paid on education loans 
25 which the institutions had made pursuant to the authority 
26 loans from the proceeds of the refunded obligations. 

27 Sec. 9. NEW SECTION. EXPENSES OF AUTHORITY--LIMITATION 
28 OF LIABILITY. Expenses incurred in carrying out this Act 

29 are payable solely from funds provided under this Act and, 

30 except as specifically authorized under this Act, a liability 
31 shall net be incurred by the authority beyond the extent to 
32 which moneys 
33 Sec. 10. 

have been provided under this Act. 

NEW SECTION. ACQUISITION OF MONEYS, ENDOWMENTS, 
34 AND PROPERTIES AND GUARANTEES. The authority may establish 
35 guidelines relating to the deposits of moneys, endowments, 

-11-
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1 or properties by institutions which would provide prudent 
2 security for education loan funding programs, authority loans, 
3 education loans, or for obligations and may establish 
4 guidelines relating to guarantees of or contracts to purchase 
5 education loans or obligations by the institutions or by 
6 financial institutions or others. A default reserve fund 
7 may be established for each series or issue of obligations. 
8 The authority may receive moneys, endowments, properties, 
9 and guarantees it deems appropriate and, if necessary, may 

10 take title in the name of the authority or in the name of 
a participating institution or a trustee. 11 

12 
13 
14 

15 
16 
17 
18 
19 

20 

21 
22 

23 
24 
25 
26 
27 

28 
29 
30 
31 
32 

Sec. 11. h~W SECTION. CONV~YANCE OF LOAN FUNDING DEPOSIT 
AFTER PAYMENT OF PRINCIPAL AND INTEREST. When the principal 
of and interest on obligations of the authority issued to 
finance the cost of an education loan financing program or 
programs, including any refunding obligations issued to refund 
and refinance the obligations, have been fully paid and retired 
or when adequate provision has been made to fully pay and 
retire the obligations of the authority, and all other 
conditions of the bond resolu~ion have been satisfied and 
~~e lien created by the bond resolution has been released 
in accordance with its provisions, the authority shall promptly 
perform functions and execute deeds and conveyances necessary 
and required to convey remaining moneys, properties, and other 
assets comprising loan funding deposits to the institutions 
which furnished the loan funding deposits in proportion to 
the amounts furnished by the respective institutions. 

Sec. 12. NEW SECTION. OBLIGATIONS. 
1. The authority may from time to time issue obligations 

for any corporate purpose and the obligations of the authority 
are declared to be negotiable for all purposes notwithstanding 
their payment from limited sources and without regard to any 

33 other law. 

34 2. The authority shall not have outstanding at anyone 
35 time obligations in an aggregate principal amount exceeding 
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lone hundred million dollars excluding obligations issued to 
2 refund the obligations of the authority. 
3 3. Each issue of obligations is payable solely out of 
4 re'"enues of the authority pertaining' to the program relating 
5 to the issue, including principal and interest on authority 
6 loans and education loans; payments by institutions of higher 
7 education, banks, insurance companies, or others pursuant 
8 to letters of credit or purchase agreements; inves~ment 

9 earnings from funds or acco~'ts maintained pursuant to the 
10 bond resolution; insurance proceeds; loan funding deposits; 
11 proGeeds of sales of education loans; proceeds of refunding 
12 obligations; and fees, charges, and other revenues of the 
13 authority from the program. 
14 4. Obligations may be issued as serial obligations or 
15 as term obligations, or both. Obligations shall be authorized 
16 by a bond resolution of the authority and shall bear dates, 
17 mature at times not later than the year following the last 
18 year in which the final payments in an education loan series 
19 portfolio are due, or ~~irty years, whichever is sooner, from 
20 their respective dates of issue, bear interest at rates, be 
21 payable at times, be in denominations, be in a form, either 
22 coupon or fully registered, carry registration and conversion 
23 privileges, be payable in lawful money of the United states 
24 of America, and be subject to terms of redemption as the bond 
25 resolution provides. Obligations shall be executed by the 
26 manual or facsimile signatures of officers of the authority 
27 designated by the authority. obligations shall be sold in 
28 a manner and at prices as the authority determines. 
29 5. A bond resolution may contain provisions, which shall 
30 be a part of the contract with the holders of the obligations 
31 to be authorized, as to all of the following: 
32 a. Pledging or assigning the revenues derived from the 
33 authority loans and education loans with respect to which 
34 the obligations are to be issued. 
35 b. The fees and other amounts to be charged, and the sums 
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1 to be raised in each year, and the use, investment, and 
2 disposition of the sums. 
3 c. The setting aside of loan funding deposits, debt ser-
4 vice reserves, capitalized interest accounts, cost of insurance 
5 accounts, and sinking funds, and their regulation, invesL~ent, 

6 and disposition. 
7 d. Limitations on the use of the education loans. 
8 e. Limitations on the purpose to which or the investments 
9 1n which the proceeds of sale of an issue of obligations then 

10 or thereafter to be issued may be applied. 
11 f. Limi tations on the issuance of additional obligations, 
12 the terms upon which additional obligations may be issued 

14 

15 

13 and secured, the terms upon which additional obligations may 
rank on a parity with, or be subordinate or superior to, other 
obligations. 

16 
17 
18 

19 

20 
21 
22 

g. The refunding of outstanding obligations. 
h. The procedure, if any, by which the terms of a contract 

with holders of obligations may be ru~ended or abrogated, the 
amount of obligations to which the holders must consent to 
the amendment or abrogation, and the manner in which the con­
sent may be given. 

i. Defining the acts or omissions to act which constitute 
23 a default in the duties of the authority to holders of obliga-
24 tions and providing the rights or remedies of holders in the 
25 event of a default. 
26 j. Providing for guarantees, pledges, endowments, letters 
27 of credit, property, or other security for the benefit of 
28 the holders of the obligations. 
29 k. Any other matters relating to the obligations which 
30 the authority deems desirable. 
31 6. Neither the members of the authority nor a person 
32 executing the obligations is liable personally on the obliga-
33 tions or subject to personal liability or accountability by 
34 reason of their issuance. 
35 7. The authority may purchase its obligations out of funds 
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1 available. The authority may hold, pledge, cancel, or resell 

2 obligations subject to and in accordance with agreements 

3 with holders of obligations. 

4 8. The authority may refund any of its obligations. Re­

S fUhding obligations shall be issued in the same roap~er as 

6 other obligations of the authority. 

7 Sec. 13. NEW SECTION. TRUST AGREEMENT TO SECURE OBLIGA-

8 TrONS. In the discretion of the authority, obligations may 

9 be secuced by a Lrust agreement by and between the au~~ority 

10 and a corporate trustee or trustees, which may be a trust 

11 company or bank located in the state of Iowa that has the 

12 powers of a trust company. The bond resolution shall pledge 

13 the revenues to be received by the aU~1ority, may contain 

14 provisions for protecting and enforcing the rights and remedies 

15 of the holders of obligations as reasonable and proper and 

16 not ~n violation of law, including provisio!1s that have been 

17 authorized to be included in any bond resolution of the au-

18 thority, and may restrict the individual right of action by 

IS holders of obligations. A trust agreement may contain other 

20 provisions the authority deems reasonable and proper for the 
21 security of the holders of obligations. Expenses incurred 
22 in carrying 

23 of the cost 

24 Sec. 14. 

25 TY OF STATE. 

out the trust agreement may be treated as a part 

of the operation of an education loan program. 

NEW SECTION. PAYMENT OF OBLIGATIONS--NONLIABILI­

Obligations are obligations of the authority 

26 only, and not of the state of Iowa. Each obligation shall 

27 state upon its face that it represents and constitutes a debt 

28 of the authority, but not of the state of Iowa within the 
29 meaning of any constitutional or statutory limitation, and 

30 that it does not constitute a pledge of the full faith and 
31 credit of the authority or of the state of Iowa. The ob1iga-

32 tions shall not grant to the OW!1ers or holders of the obliga-

33 tions the right to have the authority or the state levy taxes 

34 or appropriate funds for the payment of the principal or 

35 interest on the obligations. The obligations are payable, 
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1 and shall state that they are payable, solely from the revenues 
2 pledged for their payment in accordance with the bond resolu-
3 tion. 

4 This Act does not authorize the authority or any depart-
S ment, board, commission, or other agency to create an obliga-
6 tion of the state within the meaning of the constitution or 
7 laws of Iowa. 

8 Sec. 15. NEW SECTION. PLEDGE OF REVENU~S. The aUL~ority 

9 shall fix, revise, charge, and collect fees and may contract 

10 with a person to do so. Each agreement entered into by the 
11 authority with an institution shall provide that the fees 
12 and other amounts payable by the institution of higher 
13 education with respect to a program of the authority are 
14 sufficient at all times to meet all of the following: 
15 1. To pay its share of the administrative costs and ex-
16 penses of the program. 

17 2. To pay the principal of, the premium, if any, and the 
18 interest on outstanding obligations of the authority, issued 

19 ~n respect of the program to the extent that other revenues 

20 of the authority pledged for the payment of the obligations 
21 are insufficient to pay the obligations as they become due 
22 and payable. 

23 3. To create and maintain reserves which may but need 
24 not be required or provided for in the bond resolution relating 
25 to the obligations of the authority. 
26 4. To establish and maintain whatever education loan 

27 servicing, control, or audit procedures are deemed by the 

28 authority to be necessary to the prudent operation of the 
29 authority. 

30 

31 as 
The authority shall pledge the revenues from each program 

security for the issue of obligations relating to the 
32 program. A pledge is valid and binding from the time when 
33 the pledge is made, the revenues pledged by the authority 
34 are i~~ediately subject to the lien of the pledge without 
35 physical delivery of the pledge or further act, and the lien 
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1 of the pledge is valid and binding agai~st all parties having 
2 claims of any kind in tort, contract, or otherwise against 
3 the authority or a participating institution, irrespective 
4 of whether the parties have notice of the lien. The bond 
5 resolution and a financing statement, continuation statement, 
6 or other instrument by which the authority! s interes-t in 
7 revenues is assigned need not be filed or recorded in public 
8 records in order to perfect the lien against third parties 
9 except that a copy of it shall be filed in the records of 

10 the authority and with the treasurer of state. 
11 Sec. 16. NEW SECTION. FUNDS FOR SALES OF 08LIGATIONS 
12 AS TRUST FUNDS--APPLICATION OF ~JNDS. Moneys received by 
13 or on behalf of the authority under this Act, whether as 
14 proceeds from the sale of obligations or as revenues, are 
15 trust funds to be held and applied as provided in this Act. 
16 An officer with whom, or a bank or trust company with which 
17 the moneys are deposited shall act as trustee of the moneys 
18 and shall hold and apply the moneys for the purposes of this 
19 Act, subject to rules that this Act and the bond resolution 
20 authorizing 
21 Sec. 17. 

the obligations of an issue may provide. 
NEW SECTION. RIGHTS OF HOLDERS OF OBLIGATIONS. 

22 A holder of obligations or a trustee under a trust agreement 
23 entered into pursuant to this Act, except to the extent that 
24 their rights are restricted by a bond resolution, may, by 
25 any suitable form of legal proceedings, protect and enforce 
26 rights under the laws of this state or granted by the bond 
27 resolution, may enjoin unlawful activities, and if there is 
28 a default on the payment of the principal of, premiums, if 
29 any, and interest on an obligation or in the performance of 
30 a covenant or agreement on the part of the authority in the 
31 bond resolution, may apply to the district court to appoint 
32 a receiver to administer and operate the education loan pro-
33 gram, the revenues of which are pledged to the payment of 
34 principal of, premium, if any, and interest on the obligations, 
35 with full power to pay, and to provide for payment of prin-
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1 cipal of, premium, if any, and interest on the obligations, 
2 and with powers, subject to the direction of the court, as 
3 permitted by law and accorded to receivers, excluding the 
4 power to pledge additional revenues of the authority to the 
5 pa~nent of the principal, premium, and interest. 
6 Sec. lS. NEW SECTION. REFUNDING BONDS--PURPOSE--PROCEEDS-

7 -INVESTMENT OF PROCEEDS. 

8 1. The authority may issue its obligations for the pur-
9 pose of refunding obligations then outstanding, including 

10 the payment of a redemption premium on the obligations and 
11 in~erest accrued or to accrue to the earliest or a Subsequent 
12 date of redemption, purchase, or maturity of the obligations. 
13 2. The proceeds of obligations issued for the purpose 
14 of refunding outstanding obligations may, in the discretion 
15 of the authority, be applied to the purchase or retirement 
16 
17 

IS 

19 

20 

21 

22 

23 

24 

25 
26 
27 

28 

29 

30 

31 

32 

at maturity or redemption of the outstanding obligations 
either on their earliest or a subsequent redemption date or 
upon the purchase or at the maturity of the obligations and 
may, pending an application, be placed in escrow to be ap­
plied to the purchase or retirement at maturity or redemption 
on a date determined by the authority. 

3. Any escrowed proceeds, pending their use, may be 
invested and reinvested in direct obligations of the Bnited 
States of America, maturing at times as appropriate to assure 
the prompt payment of the principal of and interest and redemp­
tion premium, if any, on the outstanding obligations to be 
refunded. The interest, income, and profits, if any, earned 
or realized on an investment may also be applied to the pay­
ment of the outstanding obligations to be refunded. After 
the terms of the escrow have been fully satisfied and carried 
out, a balance of the proceeds and interest, income, and 
profits, if any, earned or realized on the invesL~ents shall 

33 be returned to the institution of higher education for use 
34 by it 
35 4. 

in any lawful manner. 
Refunding obligations are subject to this Act in the 
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1 S~7<e manner and to L~e same extent as other obligations is-
2 sued pursuant to this Act. 
3 Sec. 19. NEW SECTION. INVESTMENT OF FUNDS OF AUTHORITY. 
4 Except as otherwise provided in section 18, subsection 3, 
5 of this Act, t.he authori"ty may invest funds in direct 
6 obligations of the United States of America; obligations for 
7 which the timely payment of principal and interest is fully 
8 guaranteed by the United States of America; obligations of 
9 the federal intermediate credit banks, federal banks for 

10 cooperatives, federal land banks, federal home loan banks, 
11 federal national mortgage association, government national 
12 mortgage association and the student loan marketing 
13 association; certificates of deposit or time deposits 
1.4 constitu"ting direct obligations of a bank as defined by chapter 
15 524; and in withdrawable capital accounts or deposits of state 
16 or federal chartered savings and loan associations which are 
17 insured by the federal savings and loan insurance corporation. 
18 However, investments may be made only in certificates of 
19 deposit or time deposits in banks which are insured by L~e 

20 federal deposit insurance corporation if then in existence. 
21 Securities authorized in this section may be purchased at 
22 the offering or market price at the time of the purchase. 
23 The securities purchased shall mature or be redeemable on 
24 dates pr~or to the time when, in the judgment of the authority, 
25 the funds invested will be required for expenditure. The 
26 judgment of the authority as to the time when funds will be 
27 required for expenditure or be redeemable is final. 
28 Sec. 20. NEW SECTION. OBLIGATIONS AS LEGAL INVESTMENTS. 
29 Banks, bankers, trust companies, savings banks and institu-
30 tions, building and loan associations, savings and loan as-
31 sociations, investment companies, and other persons carrying 
32 on a banking or investment business, insurance companies and 
33 insurance associations, and executors, administrators, 
34 guardians, ·trustees, and other fiduciaries may legally in-
35 vest sinking funds, moneys, or other funds belonging to them 
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1 or within their control in obligations of the authority. 
2 Sec. 21. NEW SECTION. ANNUAL REPORT. The authority shall 
3 keep an accurate account of its activities and shall annually 
4 provide a report of its activities to the governor and the 
5 members of the general assembly. The report is a public 
6 record and open for inspection at the offices of the authority 
7 during normal business honrs. The report shall include all 
8 of the following: 
9 

10 
11 

12 
13 
14 

15 
16 

17 
18 
19 
20 
21 
22 
23 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

34 
'35 

1. Summaries of applications by institutions of higher 
education for education loan financing assistance presented 
to the authority during the fiscal year. 

2. Summaries of education loan programs which have re­
ceived any form of financial assistance from the authority 
during the year. 

3. The nature and amount of all assistance. 
4. A report concerning the financial condition of the 

various education loan series portfolios. 
5. Projected activities of the authority for the next 

fiscal year, including projections of the total amount of 
financial assistance anticipated and the a~ount of obligations 
that will be necessary to provide the projected level of as­
sistance during the next fiscal year. 

Sec. 22. NEW SECTION. WAIVER OF COMPETITIVE BIDDING. 
competitive bidding requirements of the Code or other similar 
re~uirements that may be lawfully waived are waived by this 
section and any requirement of competitive bidding or other 
restriction imposed on the procedure for award of contracts 
is not applicable to action taken under this Act. 

Sec. 23. NEW SECTION. INSTITUTION POW~R--INTEREST RATES. 
Institutions may borrow money from the authority, make educa­
tion loans and take all other actions and do thing3 necessary 
or convenient to consummate ~he transactions contemplated 
under this Act. It is lawful for the authority to establish, 
charge, contract for, and receive any amount or rate of in­
terest or compensation with respect to authority loans and 
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1 for participating institutions to charge, contract for, and 

2 receive any amount or rate of interest or compensation with 

3 respect to education loans. 

4 Sec. 24. NEW SECTION. ACT AS ALTERNATIVE i~THOD--POWERS 

5 NOT SUBJECT TO SUPERVISrON OR REGULAT10N. sections 1 through 
6 23 of this Act provide a complete, additional, and alternative 

7 method for the doing of the things authorized by L~e Act and 
8 the limitations imposed by this Act do not affect powers or 
9 rights conferred by other laws, and L~e issuance of obligations 

10 and refunding obligations under this Act need not comply with 
11 the requirements of any ether law applicable to the issuance 
12 of obligations. Except es otherwise expressly provided in 
13 this Act, the powers granted to the authority under this Act 
14 are not subject to the supervision or regulation and do not 

15 require the approval or consent of a city or political subdivi-

16 sien or department, division, commission, board, body, bureau, 
17 official, or agency of a political subdivision or of the 
18 state. 

19 Sec. 25. NEW SECTION. NOTICE. The authority shall pub-
20 lish a notice of its intention to issue obligations in a 
21 newspaper published in and with general circulation in the 
22 state. The notice shall include a statement of the maximum 
23 runount of obligations proposed to be issued, and in general 

24 terms, what receipts will be pledged to pay bond service 
25 charges on the obligations. An action which questions the 

26 legality or validity of the obligations or the power of the 
27 authority to issue the obligations or the effectiveness or 
28 validity of any proceedings adopted for the authorization 
29 or issuance of the obligations shall not be brought after 
30 sixty days from the date of publication of the notice. 
31 Sec. 26. NEW SECTION. LIBERAL CONSTRUCTION OF ACT. This 
32 Act, being necessary for the welfare of the state and its 

33 inhabitants, shall be liberally construed to effect its pur-
34 pose. 

35 Sec. 27. NEW SECTION. EXERCISE OF POWERS AS ESSENTIAL 
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PUBLIC FUNCTION--EXEMPTION FROM TAXATION. The exercise of 
the powers granted by this Act will be in all respects for 
the benefit of the people of this state, for the increase 
of their commerce, welfare, and prosperity, and for the 
improvement of their health and living conditions, and as 
the operation and maintenance of a program by the authority 
or its agent will constitute the performance of an essential 
public function, neither the authority nor its agent shall 
be required to pay taxes or assessments, upon or in respect 
of a program, moneys, or property acquired by, retained by, 
or used by the authority or its agents under this Act and 
the income shall at all times be free from taxation of every 
kind by the state and by the cities and other political 
subdivisions of the state. 

15 Sec. 28. For the initial members of the authority, the 
16 terms of office shall commence on the effective date of this 
17 Act, or as SOon thereafter as possible, and shall be stag-
18 gered 50 that one expires on April 30, 1984, one on April 
19 30, 1985, one on April 30, 1986, one on April 30, 1987, and 
20 One on April 30, 1988. 

21 Sec. 29. This Act, being deemed of immediate importance, 
22 takes effect from and after its publication in the Grinnell 
23 Herald-Register, a newspaper published in Grinnell, Iowa, 
24 and in the Cherokee Daily Times, a newspaper published in 
25 Cherokee, Iowa. 
26 EXPLANATION 
27 This bill establishes a five-member higher education loan 
28 authority appointed by the governor subject to senate con-
29 firmation that can issue tax-exempt bonds that are financed 
30 from private capital markets in order to provide low-interest 
31 student loans for students enrolled in private institutions 
32 of higher learning in this state. 
33 The bill takes effect upon its publication. 
34 

35 
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- - - - -- --FISCAl, NOTE 

Requested by Rep. Holt 
House File 2377 
March 1, 1982 

In compliance with a written request there is hereby submitted a ... 
Fiscal Note for H. F. 2377 amended by H-5275 pursuant to Joint Rule 16. II' 

H.F. 2377 as amended by H-5275 provides for the establishment of the Higher 
Education Loan Authority. The authority, comprised of a five-member board 
appointed by the governor, can issue bonds that are financed from private 
capital markets. The interest incoDe of the bonds is tax exempt on the 
federal level. This tax advantage ~lill allow the authority to provide 
participating institutions ~Iith money through bond sales to provide student 
loans at an advantageous interest rate. The participating institutions are 
required to pledge endowments sufficient to underwrite their Share of a 
particular bond issue. 

The legislation provides that the income of the authority is tax exempt and 
that if the authority acquires property, the property maintains the same tax 
status it had before its control passed to the authority. 

Tnere are no state or local fiscal effects as a result of this legislation. 

FILED MARCH 2, 1982 BY GERRY RANKIN, Fiscal Director 
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1 section 1. NEW SECTION. SHORT TITLE AND CITATION. This 
2 Act may be cited as the "Iowa Higher Education Loan Authority 
3 Act". 
4 Sec. 2. DECLARATION OF PURPOSE. It is declared that for 
5 the benefit of the people of the state of IeI.a, the conduct 
6 and increase of their conunerce, the protection and enhancement 
7 of their welfare, the development of continued prosperity 
8 and the improvement of their health and living conditions, 
9 it is essential that this and future generations of youth 

10 be given the fullest opportunity to learn and to develop their 
11 intellectual and mental capacities and skills; that to achieve 
12 these ends it is of tile utmost importance that students 
13 attending institutions of higher education located in Iowa 
14 have reasonable financial alternatives to enhance their access 
15 to such institutions; tilat reasonable financial access to 
16 institutions of higher education will assist youth in achieving 
17 the optimum levels of learning and development of their 
18 intellectual and mental capacities and skills; that it is 
19 the purpose of this Act to provide a measure of assistance 
20 and an alternative method to enable students and the families 
21 of students attending institutions of higher education located 
22 in Iowa to appropriately and prudently finance the cost or 
23 a portion of the cost of higher education; and that it is 
24 the intent of this Act to supplement federal guaranteed higher 
25 education loan programs, other student loan programs, and 
26 grant or scholarship programs to provide the needed additional 
27 options for the financing of a student's higher education 
28 in executiono! the public policy set forth above. 
29 Sec. 3. LEGISLATIVE FINDINGS. The general assembly finds 
30 as follows: 

31 1. The establishment of the autilority is in all respects 
32 for the benefit of the people of the state of Iowa, for tile 
33 improvement of their education, health and welfare, and for 
34 the promotion of ° the economy, which are public purposes. 
35 2. The autJority will be performing an essential govern-
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1 mental function in the exercise of the powers and duties con-
2 ferred upon it by this chapter. 
3 3. There exists a serious problem in this state regarding 
4 the ability of students to obtain financing for the cost of 
5 education beyond the high school level. 
6 4. Escalating costs of securing such an education have 
7 contributed to the difficulties faced by students in attempt-
8 ing to finance an education. 
9 5. Without public action as contemplated by this Act, 

10 many students will be forced to postpone or abandon plans 
11 for obtaining additional education. 
12 6. It is in the interests and welfare of the citizens 
13 of the state to provide a means for assisting students to 
14 continue their education. 
15 7. Without public action as contemplated by this Act, 
16 the inability to obtain educational financing will result 
17 in declining enrollments at institutions of higher education. 
18 8. It is necessary to create a higher education loan au-
19 thority to encourage the investment of private capital in 
20 the provision of funds for the financing of student loans. 
21 9. All of the purposes stated in this section are public 
22 purposes and uses for which public moneys may be borrowed, 
23 expended, advanced, loaned, or granted. 
24 Sec. 4. NEW SECTION. DEFINITIONS. As used in this Act, 
25 unless the context otherwise requires: 
26 1. "Authority" means the Iowa higher education loan au-
27 thority created by this Act, and "members of the authority" 
28 means those persons appointed to the authority pursuant to 
29 section 6 of this Act. 
30 2. "Authority loans" means loans by the authority to in-
31 stitutions of higher education for the purpose of funding 
32 education loans. 
33 3. "Obligations" means bonds, notes, or other evidences 
34 of indebtedness of the authority, including interest coupons 
35 pertaining thereto, issued under this Act, including refund-
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1 ing bonds. 
2 4. "Bond resolution" means a resolution of the authority 
3 and the trust agreement, if any, and any supplements or 
4 amendments to the resolution and agreement, authorizing the 
5 issuance of and providing for the terms and conditions ap-
6 plicable to obligations. 
7 S. "Borrower" means a student who has received an educa-
8 tion loan or a parent who has received or agreed to pay an 
9 education loan. 

10 6. "Default insurance" means insurance insuring education 
11 loans, authority loans, or obligations against default. 
12 7. "Default reserve fund" means a fund established pur-
13 suant to a bond resolution for the purpose of securing educa-
14 tion loans, authority loans, or obligations. 
15 8. "Cost of attendance" means the amount defined by the 
16 institution for the purpose of the guaranteed student loan 
17 program as defined under Title IV, part B, of the "Higher 
18 Education Act of 1965" as amended. 
19 9. "Education loan" means a loan which is made by an in-
20 stitution to a student or parents of a student, or both, in 
21 amounts not in excess of the maximum amounts specified in 
22 rules adopted by the authority under chapter 17A to finance 
23 all or a portion of the cost of the student's attendance at 
24 the institution. 
25 10. "Loan funding deposit" means money or other property 
26 deposited by an institution with the authority or a trustee 
27 for the purpose of one or more of the following: 
28 

29 

30 

31 

a. 
b. 

c. 
d. 

Providing 
Funding a 
Acquiring 
Defraying 

security for obligations. 
def~ult reserve fund. 
default insurance. 
costs of the authority. 

32 The moneys or properties shall be in amounts deemed necessary 
33 by the authority as a condition for the institution's 
34 participation in the authority's programs. 
35 11. "Institution" means a nonprofit educational institu-
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1 tion located in Iowa not owned or controlled by the state 
2 or any political subdivision, agency, instrumentality, 
3 district, or city of the state, which is authorized by law 
4 to provide a program of education beyond the high school level 
5 and which meets all of the following requirements: 
o a. Admits as regular students only individuals having 
7 a certificate of graduation from high schoOl, or the recognized 
8 equivalent of such a certificate. 
9 b. Provides an educational program for which it awards 

10 a baccalaureate degree; or provides an educational progra~ 
11 which conditions admission upon the prior attainment of a 
12 baccalaureate degree or its equivalent, for which it awards 
13 a postgraduate degree; or provides not less than a two-year 
14 program which is acceptable for full credit toward a 
15 baccalaureate degree, or offers not less than a two-year 
16 program in engineering, mathematics, or the physical or 
17 biological sciences which is designed to prepare the student 
18 to work as a technician and at a semi-professional level in 
19 engineering, scientific, or other technological fields which 
20 require the understanding and application of basic engineering, 
21 scientific, or mathematical principles or knowledge. 
22 c. Is accredited by a nationally recog~ized accrediting 
23 agency or association or, if not accredited, is an institu-
24 tion whose credits are " accepted, on transfer, by not less 
25 than three institutions which are accredited. 
26 d. Does not discriminate in the admission of students 
27 on the basis of age, race, creed, color, sex, national origin, 
28 religion, or disability. 
29 e. Has a governing board which possesses its own 
30 sovereignty. 
31 f. Has a governing board, or delegated institutional 
32 officials, which possess final authority in all matters of 
33 local control, including educational policy, choice of per-
34 sonnel. determination of program, and financial management. 
35 12. "Parent" means a parent or guardian of a student at 
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1 an institution. 
2 13. "Education loan series portfolio" means all education 
3 loans made by a specific institution which are funded from 
4 the proceeds of an authority loan to the institution from 
5 the proceeds of a related specific issue of obligations through 

6 the authority. 
7 14. "Bond. service charges" means principal, including 
8 mandatory sinking fund requirements for retirement of obliga-
9 tions, and interest, and redemption premium, if any, required 

10 to be paid by the authority on obligations. 
11 15. "Person" means a public or private person, firm, 
12 partnership, association, corporation or other body. 
13 16. "Governmental agency" means the state or a state de-
14 partment, division, commission, institution, or authority, 
15 an agency, city, county, township, school district, and any 
16 other political subdivision or special district in this state 
17 established pursuant to law, and, except where otherwise indi-
18 cated, also means the United States or a department, division, 
19 or agency of the United states, and an agency, commission, 
20 or authority established pursuant to an interstate compact 
21 or agreement. 
22 Sec. 5. NEW SECTION. CREATION AS PUBLIC INSTRUMENTALITY. 

23 The Iowa higher education loan authority is created as a body 
24 politic and corporate. The authority is a public instru-
25 mentality and the exercise by the authority of the powers 
26 conferred by this Act is the performance of an essential 
27 public function. 
28 Sec. 6. NEW SECTION. ~mERSHIP OF AUTHORITY. 

29 1. The authority consists of five members to be appointed 
30 by the governor subjeo:t to confirmation by the senate. The 
31 powers of the authority are vested in and exercised by the 
32 members of the aut.'lOri ty. Each member of the authori-ty shall 
33 be a resident of the state and not more than three members 
34 

35 

shall 
2. 

be members of the same political party. 
The melllbers of the authority shall be appointed by 
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1 the governor for terms of six years beginning and ending as 

2 provided in section 69.19. A member of the authority is 
3 eligible for reappointment. The governor shall fill a vacancy 
4 for the remainder of the unexpired term. A member of the 
5 authority may be removed by the governor for misfeasance, 
6 malfeasance, or willful neglect of duty or other cause after 
7 notice and a public hearing unless the notice and hearing 
8 are waived by the member in writing. 

9 3. The members of the authority shall annually elect one 

10 of the members as chairperson and one as vice chairperson. 
11 The members of the authority may appoint an executive director, 
12 an assistant executive director, and other officers as the 

13 members of the authority determine. The officers shall not 
14 be members of the authority, shall serve at the pleasure of 
15 the authority, and shall receive compensation as fixed by 
16 the authority. 

17 4. The executive director or assistant executive director 
18 or other person designated by resolution of the authority 

19 shall keep a record of the proceedings of the authority and 
20 shall be custodian of all books, documents, and papers filed 

21 with the authority, the minute book or journal of the 
22 authority, and its official seal. The executive director, 
23 assistant executive director, or other person may cause copies 

24 to be made of minutes and other records and documents of the 
25 authority and may give certificates under the official seal 
26 of the authority that the copies are true copies, and persons 
27 dealing with the authority may rely upon the certificates. 

28 5. Three members of the authority constitute a quorum. 
29 The affirmative vote of a majority of the members of the au-
30 thority is necessary for any action taken by the authority. 

31 The majority shall not include a member who has a conflict 
32 of interest and a statement by a member of a conflict of 
33 interest is conclusive for this purpose. A vacancy in the 
34 membership of the authority does not impair the right of a 
35 quorum to exercise the rights and perform the duties of the 
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1 authority. An action taken by the authority under this Act 
2 may be authorized by resolution at a regular or special 
3 meeting, and each resolution shall take effect immediately 
4 and need not be published or posted, except as provided in 
5 section 25 of this Act. Meetings of the authority shall be 
6 held at the call of the chairperson or at the request of two 
7 members. 
8 6. The members of the authority shall not receive compensa-
9 tion for the performance of their duties as members but each 

10 member shall be paid necessary expenses while engaged in the 
11 performance of duties of the authority. 
12 7. The members of the authority shall give bond as re-
13 quired for public officers in chapter 64. 
14 8. The members of the authority are subject to and are 
15 officials within the meaning of chapter 68B. 
16 9. Notwithstanding chapter 68B or any other laws to the 
17 contrary, it is not a conflict of interest or violation of 
18 a law for a trustee, director, officer, or employee of a par-
19 ticipating institution or for a person having a favorable 
20 reputation for skill, knowledge, and experience in state and 
21 municipal finance or for a person having a favorable rep uta-
22 tion for skill, knowledge, and experience in the higher edu-
23 cation loan finance field to serve as a member of the au-
24 thority. However, in each case to which this Act is 
25 applicable, the trustee, director, officer, or employee of 
26 the participating institution shall abstain from discussion, 
27 deliberation, action, ~.d vote by the authority in respect 
28 to an undertaking pursuant to this Act in which the 
29 participating institution of higher education has an interest; 
30 and the person having a favorable reputation for skill, 
31 knowledge, and experience in state and municipal finance shall 
32 abst.ain from discussion, deliberation, action, and vote by 
33 the authority in respect to a sale, purchase, or ownership 
34 of obligations of the authority in which an investment. banking 
35 firm or ins~rance company or bank of which the person is a 
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partner, officer, or employee has or may have a current or 
future interest; and the person having a favorable reputation 
for skill, knowledge, and experience in the higher education 
loan finance field shall abstain from discussion, deliberation, 
action, and vote by the authority in respect to an action 
of the authority in which a partnership, firm, joint venture, 
sole proprietorship, or corporation of which the person is 
an owner, venturer, participant, partner, officer, or employee 
has or may have a current or future interest. 

Sec. 7. NEW SECTION. DUTIES OF AUTHORITY. The authority 
shall : 

1. Adopt rules for the regulation of its affairs and the 
conduct of its business. 

2. Adopt an official seal and alter the seal at pleasure. 
3. Maintain an office at a place or places it designates. 
4. Establish criteria for and guidelines encompassing 

the types of and qualifications for education loan financing 
programs. The authority may issue obligations for the purpose 
of making authority loans to institutions participating in 
a program of the authority for the purpose of providing educa­
tion loans. The criteria and guidelines established by the 
authority for its education loan financing programs include 
eligibility standards for borrowers the authority determines 
are necessary or desirable in order to effectuate the pur­
poses of this Act, including the following: 

a. Each student shall have a certificate of admission 
or enrollment at a specific participating institution. 

b. Each student or the student's parents shall satisfy 
financial qualifications the authority establishes to ef­
fectuate the purposes of this Act. 

31 c. Each student and the student's parents shall submit 
32 information required by the authority to the applicable in-
33 stitution. 
34 The authority may contract with financial institutions 
35 and other qualified loan origination and servicing 
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1 organizations, which shall assist in prequalifying borrowers 
2 for education loans and which shall service and administer 
3 each education loan and each institution's respective loan 
4 series portfolio. Each education loan's fees shall include 
5 a portion, if necessary, to cover the applicable pro rata 
6 cost of a servicing organization. 
7 The authority may establish criteria governing the 
8 eligibility of institutions to participate in its programs, 
9 the making of authority loans and education loans, provisions 

10 for default, the establishment of default reserve funds, the 
11 purchase of default insurance, the provision of prudent debt 
12 service reserves, and the furnishing by participating insti-
13 tutions of higher education of additional guarantees of the 
14 education loans, authority loans, or obligations that the 
15 authority determines necessary. Criteria shall be established 
16 to assure the marketability of the obligations and the ade-
17 guacy of the security for the obligations. 
18 The authority shall establish limitations upon the prin-
19 cipal amounts and the terms of education loans, criteria re-
20 garding the qualifications and characteristics of borrowers 
21 and procedures for allocating authority loans among institu-
22 tions eligible for its program in order to effectuate the 
23 purposes of this Act. 
24 5. Issue obligations for its corporate purposes and fund 
25 or refund the obligations as provided in this Act. 
26 6. Fix and revise from time to time and charge and col-
27 lect rates, fees, and charges for the services furnished or 
28 to be furnished by the authority, and contract with persons 
29 in respect to the services, including financial institutions, 
30 loan originators, servicers, administrators, issuers of let-
31 ters of credit, and insurers. 
32 7. Establish rules under chapter 17A with respect to 
33 autr.ori ty loans, education loans, and education loan series 
34 portfolios. 
35 8. Receive and accept from any source, loans, contribu-
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1 tions or grants for or in aid of an authority education loan 
2 financing program or any portion of a program and, when re-
3 qUired, use the funds, property, or labor only for the pur-
4 poses for which it was loaned, contributed, or granted. 

5 9. Make authority loans to institutions and reqUire that 
6 the proceeds of the authority loans be used for making educa-
7 tion loans and paying costs and fees in connection with the 

8 education loans. 
9 10. Charge to and apportion among participating institu-

10 tions its administrative and operating costs and eh~enses 
11 incurred in the exercise of its powers and duties. 
12 11. Borrow working capital funds and other funds as neces-
13 sary for start-up and continuing operations, provided that 
14 the funds are borrowed in the na~e of the authority only. 
15 Borrowings are limited obligations of ~~e character described 

16 in section 12 of this Act and are payable solely from revenues 

17 of the authority or the proceeds of Obligations pledged for 
18 that purpose. 
19 12. Notwithstanding other provisions in this Act, commingle 
20 and pledge as security for a series or issue of obligations, 
21 with the consent of all of the institutions which are 
22 participating in the series or issue, the education loan 
23 series portfolios and some or all future education loan series 

24 portfolios of the institutions, and the loan funding deposits 
25 of the institutions. However, the education loan series 
26 portfolios and other security and moneys set aside in a fund 
27 or funds pledged for a series or issue of obligations shall 
28 be held for the sole benefit of the series or issue separate 
29 and apart from education loan series portfolios and other 
30 security and moneys pledged for any other series or issue 
31 of obligations. Obligations may be issued in series under 
32 one or more resolutions or trust agreements in the discretion 
33 of the authority. 
34 13. Examine records and financial reports of participating 

35 institutions, and examine records and financial reports of 
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1 a contractor organization or institution retained by the 
2 authority. 
3 14. Require that authority loans be used solely to make 
4 education loans. The authority shall require that institutions 
5 require that each borrower under an education loan use the 
6 proceeds solely for the cost of attendance and that each bor-
7 rower certify as to the use of the proceeds. 
8 15. Authorize its officers, agents, and employees to take 
9 any other action and do all things necessary or desirable 

10 in order to carry out the purposes of this Act. 
11 Sec. 8. NEW SECTION. POWERS OF AUTHORITY. The authority 
12 may: 
13 1. Sue and be sued in its own name, plead and be im-
14 pleaded. 
15 2. Employ consultants, attorneys, accountants, financial 
16 experts, loan processors, bankers, managers, and other 
17 employees and agents necessary in ~le authority's judgment, 
18 and fix their compensation. 
19 3. When refunding obligations are issued to refund obliga-
20 tions, the proceeds of which were used to make authority 
21 loans, reduce the amount it is owed by the institutions which 
22 had received authority loans from the proceeds of the refunded 
23 obligations. The institutions may use this reduced amount 
24 to reduce the amount of interest being paid on education loans 
25 which the institutions had made pursuant to the authority 
26 loans from the proceeds of the refunded obligations. 
27 Sec. 9. NEW SECTION. EXPENSES OF AUTHORITY--LIMITATION 
28 OF LIABILITY. Expenses incurred in carrying 
29 are payable solely from funds provided under 

out this Act 
this 

30 except as specifically authorized under this Act, 
31 shall not be incurred by the authority beyond the 
32 which moneys have been provided under this Act. 

Act and, 
a liability 
extent to 

33 Sec. 10. ~~W SECT10N. ACQUISITION OF MONEYS, ENDOWMENTS, 
34 AND PRC?ER'IIE;S AND GuARANTEES. The authority may establish 
35 guidelines relating to the deposits of moneys, endowments, 
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1 or properties by institutions which would provide prudent 

2 security for education loan funding programs, authority loans, 
3 education loans, or for obligations and may establish 
4 guidelines relating to guarantees of or contracts to purchase 
5 education loans or obligations by the institutions or by 
6 financial institutions or others. A default reserve fund 
7 may be established for each series or issue of obligations. 

8 The authority may receive moneys, endowments, properties, 
9 and guarantees it deems appropriate and, if necessary, may 

10 take title in the name of the authority or in the name of 
11 a partiCipating institution or a trustee. 
12 Sec. 11. NEW SECTION. CONVEYANCE OF LO&~ FUNDING DEPOSIT 

13 AFTER PAYMENT OF PRINCIPAL ~~ INTEREST. When the principal 
14 of and interest on obligations of the authority issued to 
15 finance the cost of an education loan financing program or 

16 programs, including any refunding obligations issued to refund 
17 and refinance the obligations, have been fully paid and retired 

18 or when adequate provision has been made to fully pay and 
19 retire the obligations of the authority, and all other 
20 c'ondi tions of the bond resolution have been satis fied and 

21 the lien created by the bond resolution has been released 
22 in accordance with its provisions, the authority shall promptly 
23 perform functions and execute deeds and conveyances necessary 

24 and required to convey remaining moneys, properties, and other 
25 assets comprising loan funding deposits to the institutions 
26 which furnished the loan funding deposits in proportion to 
27 the amounts furnished by the respective institutions. 

28 Sec. 12. NEW SECTION. OBLIGATIONS. 

29 1. The authority may from time to time issue obligations 
30 for any corporate purpose and the obligations of the authority 
31 are declared to be negotiable for all purposes notwithstanding 
32 their payment from limited sources and without regard to any 
33 other law. 

34 2. The authority shall not have outstanding at anyone 
35 time obligations in an aggregate principal amount exceeding 
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lone hundred million dollars excluding obligations issued to 
2 refund the obligations of the authority. 
3 3. Each issue of obligations is payable solely out of 
4 revenues of the authority pertaining to the program relating 
5 to the issue, including principal and interest on authority 
6 loans and education loans; payments by institutions of higher 
7 education, banks, insurance companies, or others pursuant 
8 to letters of credit or purchase agreements; investment 
9 earnings from funds or accounts maintained pursuant to the 

10 bond resolution; insurance proceeds; loan funding deposits; 
11 proceeds of sales of education loans; proceeds of refunding 
12 obligations; and fees, charges, and other revenues of the 
13 au~~ority from the program. 
14 4. Obligations may be issued as serial obligations or 
15 as term obligations, or both. Obligations shall be authorized 
16 by a bond resolution of the authority and shall bear dates, 
17 mature at times not later than the year following the last 
18 year in which the final payments in an education loan series 
19 portfolio are due, or thirty years, whichever is sooner, from 
20 their respective dates of issue, bear interest at rates, be 
21 payable at times, be in denominations, be in a form, either 
22 coupon or fully registered, carry registration and conversion 
23 privileges, be payable in lawful money of the United states 
24 of America, and be subject to terms of redemption as the bond 
25 resolution provides. Obligations shall be executed by the 
26 manual or facsimile signatures of officers of the authority 
27 designated by the authority. Obligations shall be sold in 
28 a manner and at prices as the authority determines. 
29 5. A bond resolution may contain provisions, which shall 
30 be a part of the contract with the holders of the obligations 
31 to be authorized, as to all of the following: 
32 a. Pledging 
33 authority loans 
34 the obligations 
35 b. The fees 

or assigning the revenues derived from the 
and education loans with respect to which 
are to be issued. 
and other amounts to be charged, and the sums 

-13-



( 

S.F. -'--_ H.F. 02371 

1 to be raised in each yea~, and the use, investment, and 

2 disposition of the sums. 

3 c. The setting aside of loan funding deposits, debt ser-

4 vice reserves, capitalized interest accounts, cost of insurance 

5 accounts, and sinking funds, and their regulation, investment, 
6 and disposition. 

7 d. Limitations on the use of the education loans. 
8 

9 in 
e. Limitations on 

which the proceeds 
the pu~ose to which or the investments 

of sale of an issue of obligations then 
10 or thereafter to be issued may be applied. 

11 f. Limitations on the issuance of additional obligations, 

12 the terms upon which additional obligations may be issued 

13 and secured, the terms upon which additional obligations may 

14 rank on a parity with, or be subordinate or superior to, other 

15 obligations. 

16 g. The refunding of outstanding obligations. 

17 h. The procedure, if any, by which the terms of a contract 

18 with holders of obligations may be amended or abrogated, the 

19 amount of obligations to which the holders must consent to 

20 the amendment or abrogation, and the manner in which the con-

21 sent may be given. 

22 i. Defining the acts o~ omissions to act which constitute 

23 a default in the duties of the authority to holders of obliga-

24 tions and providing the rights o~ remedies of holders in the 
25 event of a default. 
26 j. Providing for guarantees, pledges. endowments, letters 

27 of credit, property, or other security for the benefit of 

28 the holders of the obligations. 

29 k. Any other matters relating to the obligations which 

30 the authority deems desirable. 

31 6. Neither the members of the authority nor a person 

32 executing the obligations is liable personally on the obliga-
33 tions or subject to personal liability or accountability by 

34 ~eason of their issuance. 
35 7. The authority may purchase its obligations out of funds 
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1 available. The authority may hold, pledge, cancel, or resell 
2 obligations subject to and in accordance with agreements with 
3 holders of obligations. 
4 B. The authority may refund any of its obligations. Re­
S funding obligations shall be issued in the same manner as 
6 other obligations of the authority. 
7 Sec. 13. NEW SECTION. TRUST AGREEMENT TO SECURE OBLIGA-
8 TIONS. In the discretion of the authority, obligations may 
9 be secured by a trust agreement by and between the authority 

10 and a corporate trustee or trustees, which may be a trust 
11 company or bank located in the state of Iowa that has the 
12 powers of a trust company. The bond resolution shall pledge 
13 the revenues to be received by the authority, may contain 
14 provisions for protecting and enforcing the rights and remedies 
15 of the holders of obligations as reasonable and proper and 
16 not in violation of law, including provisions that have been 
17 authorized to be included in any bond resolution of the au-
18 thority, and may restrict the individual right of action by 
19 holders of obligations. A trust agreement may contain other 
20 provisions the authority deems reasonable and proper for the 
21 security of the holders of obligations. Expenses incurred 
22 in carrying out the trust agreement may be treated as a part 
23 of the cost 
24 Sec. 14. 

of the operation of an education loan program. 
~~W SECTION. PAYMENT OF OBLlGATIONS--NONLIABILI-

25 TY OF STATE. Obligations are obligations of the authority 
26 only, and not of the state of Iowa. Each obligation shall 
27 state upon its face that it rEpresents and constitutes a debt 
28 of tile authority, but not of the state of Iowa within the 
29 meaning of any constitutional or statutory limitation, and 
30 that it does not constitute a pledge of ~~e full faith and 
31 credit of the authority or of the state of Iowa. The obliga-
32 tions shall not grant to the owners or holders of the obliga-
33 tions the right to have the authority or the state levy taxes 
34 or appropri~te funds for the payment of the principal or 
35 interest on the Obligations. The obligations are payable, 
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1 and shall state that they are payable, solely from the revenues 

2 pledged for their payment in accordance with the bond resolu-

3 tion. 

4 This Act does not authorize the authority or any depart-

S ment, board, commission, or other agency to create an obliga-

6 tion of the state within the meaning of the constitution or 
7 laws of Iowa. 

8 Sec. 15. NEW SECTION. PLEDGE OF REVENUES. The authority 

9 shall fix, revise, charge, and collect fees and may contract 
10 with a person to do so. Each agreement entered into by the 

11 authority with an institution shall provide that the fees 
12 and other amounts payable by the institution of higher 

13 education with respect to a program of the authority are 

14 sufficient at all times to meet all of the following: 

15 1. To pay its share of the administrative costs and ex-

16 penses of the program. 

17 2. To pay the principal of, the premium, if any, and the 

18 interest on outstanding obligations of the authority, issued 
19 in respect of the program to the extent that other revenues 

20 of the authority pledged for the payment of the obligations 

21 are insufficient to pay the obligations as they become due 

22 and payable. 

23 3. To create and maintain reserves which may but need 

24 not be required or provided for in the bond resolution relating 

25 to the obligations of the authority. 
26 4. To establish and maintain whatever education loan 
27 servicing, control, or audit procedures are deemed by the 

28 authority to be necessary to the prudent operation of the 

29 authority. 

30 The authority shall pledge the revenues from each program 

31 as security for the issue of obligations relating to the 

32 program. A pledge is valid and binding from the time when 

33 the pledge is made, the revenues pledged by the authority 

34 are immediately subject to the lien of the pledge without 

35 physical delivery of the pledge or further act, and the lien 

-16-



S.F. __ H.F. J..377 

1 of the pledge ~s valid and binding against all parties having 
2 claims of any kind in tort, contract, or otherwise against 

3 the authority or a participating institution, irrespective 
4 of whether the parties have notice of the lien. The bond 

5 resolution and a financing statement, continuation statement, 
6 or other instrument by which the authority's interest in 
7 revenues is assigned need not be filed or recorded in public 
8 records in order to perfect the lien against third parties 
9 except that a copy of it shall be filed in the records of 

10 the authority and with the treasurer of state. 
11 Sec. 16. NEW SECTION. FUNDS FOR SALES OF OBLIGATIONS 

12 AS TRUST FUNDS--APPLICATION OF FUNDS. Moneys received by 
13 or on behalf of the authority under this Act, whether as 
14 proceeds from the sale of obligations or as revenues, are 

15 trust funds to be held and applied as provided in this Act. 
16 An officer with whom, or a bank or trust company with which 
17 the moneys are deposited shall act as trustee of the moneys 
18 and shall hold and apply the moneys for the purposes of this 
19 Act, subject to rules that this Act and the bond resolution 
20 

21 
authorizing 

Sec. 17. 

the obligations of an issue may provide. 

NEW SECTION. RIGHTS OF HOLDERS OF OBLIGATIONS. 
22 A holder of obligations or a trustee under a trust agreement 

23 entered into pursuant to this Act, except to the extent that 

24 ~~eir rights are restricted by a bond resolution, may, by 
25 any suitable form of legal proceedings, protect and enforce 
26 rights under the laws of this state or granted by the bond 
27 resolution, may enjoin unlawful activities, and if there is 
28 a default on the payment of the principal of, pre~iums, if 
29 any, and interest on an obligation or in the performance of 
30 a covenant or agreement on the part of the authority in the 

31 bond resolution, may apply to the district court to appoint 
32 a receiver to administer and operate the education loan pro-

33 gra.1\, the revenues of which are pledged to the payment of 
34 principal of, premium, if any, and interest on the obligations, 
35 wiL~ full power to pay, and to provide for payment of prin-
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1 cipal of, premium, if any, and interest on the obligations, 
2 and with powers, subject to the direction of the court, as 
3 permitted by law and accorded to receivers, excluding the 
4 power to pledge additional revenues of the authority to the 
5 payment of the principal, premium, and interest. 

6 Sec. 18. NEW SECTION. REFUNDING BONDS--PURPOSE--PROCEEDS-
7 -INVESTMENT OF PROCEEDS. 
8 1. The authority may issue its obligations for the pur-

9 pose of refunding obligations then outstanding, including 
10 the payment of a redemption premium on the obligations and 
11 interest accrued or to accrue to the earliest or a subsequent 
12 date of redemption, purchase, or maturity of the obligations. 
13 2. The proceeds of obligations issued for the purpose 
14 of refunding outstanding obligations may, ~n the discretion 
15 of the authority, be applied to the purchase or retirement 
16 at maturity or redemption of the outstanding obligations 
17 either on their earliest or a subsequent redemption date or 

18 upon the purchase or at the maturity of the obligations and 
19 may, pending an application, be placed in escrow to be ap-

20 plied to the purchase or retirement at maturity or redemption 
21 on a date determined by the authority. 
22 3. Any escrowed proceeds, pending their use, may be 

23 invested and reinvested in direct obligations of the united 
24 States of America, maturing at times as appropriate to assure 

• 25 the prompt payment of the principal of and interest and redemp-

26 tion premium, if any, on the outstanding obligations to be 
27 refunded. The interest, income, and profits, if any, earned 
28 or realized on an investment may also be applied to the pay-
29 ment of the outstanding obligations to be refunded. After 
30 the terms of the escrow have been fully satisfied and carried 
31 out, a balance of the proceeds and interest, income, and 
32 profits, if any, earned or realized on the investments shall 
33 be returned to the institution of higher education for use 

34 by it in any lawful manner. 
35 4. Refunding obligations are subject to this Act in the 
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1 same manner and to the same extent as other obligations is-
2 sued pursuant to this Act. 
3 Sec. 19. NEW SECTION. INVESTMENT OF FUNDS OF AUTHORITY. 

4 Except as otherwise provided in section 18, subsection 3, 
5 of this Act, the authority may invest fun~ in direct 
6 obligations of the United States of America; obligations for 
7 which the timely payment of principal and interest is fully 

8 guaranteed by the United States of America; obligations of 
9 the federal intermediate credit banks, federal banks for 

10 cooperatives, federal land banks, federal home loan banks, 
11 federal national mortgage association, goverrunent national 
12 mortgage association and the student loan marketing 
13 association; certificates of deposit or time deposits 
14 constituting direct obligations of a bank as defined by chapter 
15 524; and in withdrawable capital accounts or deposits of state 
16 or federal chartered savings and loan associations which are 

17 insured by the federal savings and loan insurance corporation. 

18 However, investments may be made only in certificates of 
19 deposit or time deposits in banks which are insured by the 
20 federal deposit insurance corporation if then in existence. 
21 Securities authorized in ~~is section may be purchased at 
22 the offering or market price at the time of the purchase. 

23 The securities purchased shall mature or be redeemable on 
24 dates prior to the time when, in the judgment of the authority, 
25 the funds invested will be required for expenditure. The 

26 judgment of the authority as to the time when funds will be 
27 required for expenditure or be redeemable is final. 
28 Sec. 20. NEW SECTION. OBLIGATIONS AS LECAL INVESTMENTS. 
29 Banks, bankers, trust companies, savings banks and institu-
30 tions, building and loan associations, savings and loan as-
31sociations, investment companies, and other persons carrying 
32 on a banking or investment business, insurance companies and 

33 insurance associations, and executors, administrators, 

34 guardians, trustees, and other fiduciaries may legally in-
35 vest sinking funds, moneys, or other funds belonging to them 
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or within their control in obligations of the authority. 
Sec. 21. NEW SECTION. ANNUAL REPORT. The authority shall 

keep an accurate account of its activities and shall annually 
provide a report of its activities to the governor and the 
members of the general assembly. The report is a public 
record and open for inspection at the offices of the authority 
during normal business hours. The report shall include all 
of the following: 

1. Summaries of applications by institutions of higher 
education for education loan financing assistance presented 
to the authority during the fiscal year. 

2. 

ceived 
during 

3. 

4. 

Summaries of education loan programs which have re­
any form of financial assistance from the authority 
the year. 
The nature and amount of all assistance. 
A report concerning the financial condition of the 

various education loan series portfolios. 
5. Projected activities of the authority for the next 

fiscal year, including projections of the total amount of 
financial assistance anticipated and the amount of obligations 
that will be necessary to provide the projected level of as­
sistance during the next fiscal year. 

Sec. 22. NEW SECTION. WAIVER OF COMPETITIVE BIDDING. 
Competitive bidding requirements of the Code or other similar 
requirements that may be lawfully waived are waived by this 
section and any requirement of competitive bidding or other 
restriction imposed on the procedure for award of contracts 
is not applicable to action taken under this Act. 

Sec. 23. NEW SECTION. INSTITUTION POWER--INTEREST RATES. 
Institutions may borrow money from the authority, make educa­
tion loans and take all other actions and do things necessary 
or convenient to consummate the transactions contemplated 
under this Act. It is lawful for the authority to establish, 
charge, contract for, and receive any amount or'rate of in­
terest or compensation with respect to authority loans and, -
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1 subject to rules adopted by the authority, for participating 

2 institutions to charge, contract for, and receive any amount 
3 or rate of interest or compensation with respect to education 
4 loans. 
5 Sec. 24. NEW SECTION. ACT AS ALTERNATIVE METHOD--POWERS 
6 NOT SUBJECT TO SUPERVISION OR REGULATION. Sections 1 through 
7 23 of this Act provide a complete, additional, and alternative 
8 method for the doing of the things authorized by the Act and 

9 the limitations imposed by this Act do not affect powers or 
10 rights conferred by other laws, and the issuance of obligations 
11 and refunding obligations under this Act need not comply with 
12 the requirements of any other law applicable to the issuance 
13 of obligations. Except as otherwise expressly provided in 
14 t:lis Act, the pO'wers granted to the authority under this Act 
15 are not subject to the supervision or regulation and do not 

16 require the approval or consent of a city or political subdivi-
17 sion or department, division, commission, board, body, bureau, 
18 official, or agency of a political subdivision or of the 
19 state. 

20 Sec. 25. NEW SECTION. NOTICE. The authority shall pub-

21 lish a notice of its intention to issue obligations in a 
22 newspaper published in and with general circulation in the 
23 state. The notice shall include a statement of the maximum 
24 amount of obligations proposed to be issued, and in general 
25 terms, what receipts will be pledged to pay bond service 
26 charges on the obligations. An action which questions the 

27 legality or validity of the obligations or the power of the 
28 authority to issue the obligations or the effectiveness or 

29 validity of any proceedings adopted for the authorization 
30 or issuance of the obligations shall not be brought after 
31 sixty days from the date of publication of the notice. 
32 Sec. 26. NEW SECTION. LIBERAL CONSTRUCTION OF ACT. This 
33 Act, being necessary for the welfare of the state and its 
34 inhabitants, shall be liberally construed to effect its pur-
35 pose. 
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Sec. 27. NEW SECTION. EXERCISE OF POWERS AS ESSENTIAL 
PUBLIC FUNCTION--EXEMPTION FROH TAXATION. The exercise of 
the powers granted by this Act will be in all respects for 
the benefit of the people of this state, for the increase 
of their commerce, welfare, and prosperity. and for the 
improvement of their health and living conditions, and as 
the operation and maintenance of a program by the authority 
or its agent will constitute the performance of an essential 
public function. Income of the authority is exempt from all 
taxation in the state. Property of the authority, acqui~ed 

or held for purposes of this Act, is exempt from all taxation 
and special assessments in the state if the property was 
exempt for the fiscal year in which the property was first 
acquired or held and such property shall continue to be exempt 
for subsequent fiscal years. Property of the authority, 
acquired or held for purposes of this Act, is subject to 
taxation and special assessments in the state if the property 
was taxable for the fiscal year in which the property was 
first acquired or held and such property shall continue to 

be taxable for subsequent fiscal years. -
Sec. 28. For the initial members of the authority, the 

terms of office shall commence on the effective date of this 
Act, or as soon thereafter as possible, and shall be stag­
gered so that one expires on April 30, 1984, one on April 
30, 1985, one on April 30, 1986, one on April 30, 1987, and 
one on April 30, 1988. 

Sec. 29. This Act, being deemed of immediate importance, 
takes effect from and after its publication in the Grinnell 
Herald-Register, a newspaper published in Grinnell, Iowa, 

30 and in the Cherokee Daily Times, a newspaper published in 
31 Cherokee, Iowa. 
32 
33 
34 

35 
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AN ACT 

CREATING THE I~~A HtGHER EDUCA~ION LOAN AUTHORITY, PROVIDING 

FOR THE AUTIiORIT'{ TO ISSUE lU.vr.tnJE SOHnS MID DEFINING IT5 

POWERS AND DUTIES AND PROVIDING niAT 'I'HE ACT tAKES EFf£Cl' 

UPON ITS PUBtICA'l'ION. 

BE IT 6NACrED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. NEW SECTION. SHORT TITLS AND CITATION. This 

Act I!li;\Y be cit.ed as the "lo"W'} Higher Education Loan Authority 
Act". 

Sec. 2. DEC!.A.RATION OF PURPOSE. It. is declared that for 

the benefit of the people of the state of lo~a. the conduct 

and increllse of their corr..:net·ce. the protection and enhancelt'!ent 

of their welfare, the development of continued prosperity 

and the improvement of theil" health and living conditions. 

it. is essential t..hat. this and future genet"ations of youth 

be given the fullest opportunit.y to learn and to develop their 

intellectual and mental capacities and skills; t.hat t.e,. achieve 

these ends it is of the utInost importance that st. .... d.ents 

attendinq losti tutions of hiqher education located in [o .... a 

have reasonable financial alternatives to enhance their access 

1:0 .such instltutiol\s; that reasonable financial access to 

inst.itutions of higher education will assist youth in achieving 

t.he Ol>t.llflUJtl levels of lcarninq and development of theil' 

int~llect.ual ~\d mental capacities bnd skills; that it is 

the purpose of this Act. to provide a sne.asure of assistance 

oIlnd a.n alterr.ative octhod to enable students and t.he families 

of' students attendinq institutions of hiqhcr education loca.ted 

in Io .... a to approprillt.ely and prudently finance the cost 01" 

a pot"ticn of the COST. of hiqher education; and that it is 

m(!' intent of -chis Act to supplement fedel'al quar;anteed higher 

educatl.on loan programs, ot.her student loan progrcltl".Q, and 

~ • 
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grant or 6cholarship proqra.ros to provide \..he needed addi tional 

options for the financing of a student's higher ~ducation 
1n execution of the public policy set forth above. 

Sec. 3. LEGJSLA~JVE FINOINGS. The qcneral assembly finds 
as follows; 

1. 'rhe establistu.'!ent of the authority is in all respects 

for the benefit of the people of tile state of Iowa, for the 
improvement of their education, health and welfare, and for 
the promotion of the economy. ~hich are ~ublic purposes. 

2. The authority will be performing an essential govern­
mental function in the exercise of the powers and duties con­

fert'cd upon it by this chapter. 

3. There exists a serious problem in this state r~garding 
the ability of students to obtain financing for the cost of 

education beyond the high school level. 

4. Escalating costs o{ securing such an edUcation have 

contributed to the difficulCie& faced by students in atteopt­

inq to finance an education. 

5. Without public action as cont~plated by this Act, 
many students ""ill be fOl'ced to postpone or abandon plans 

[or obtaining additional education. 

6. It is in the intere6t6 and welfare of the citizens 

of the state to provide a means Cor: assistinq students to 

continue their education. 

1. Without public action as contenplated by thi& Act, 

tl~e inability to obtain educational financing ."i1.1 te8'..llt 

in declining encoll~ent8 at institutions of higher education. 

8. It is necessary to create a higher education loan au­

t.hority t.J encourage the investment of private capital i,n 

tile provision of funds for the financing of student loans. 

9. A~l of the purposes stated in this section are public 

purposes and useE;. for ...,hich public moneys ~ay l>e borrowed, 

expended, advanced, loaned, Ot" grant.ed. 

Sec. 4. NEW SECTION. DEFINITIONS. As used in thi9 Act, 

unless the context ot.her"Wise t'equires: 

;z: ,. 
~ 
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.I.. "Authority" medllS the lowa higher education loan au­
thol·it.y created by this Act, and I'mell'lbers of the authority" 

means those persons appointed to the authority pursuant to 
$ection 6 of this Act. 

2. "Authority loans" Cleans loans by the aulhori ty t.o in­

stitutions of higher education (or the purpose of fundinq 
education loans. 

3. "Obligat.ions" rueans bond.;, notes, 01' oUler evidences 
of inde>btedness of the authori t.y. incl.uding interest. coupons 

pertaining thereto, issued under this Act, including refund­
ing bonds. 

4. "Sond resolution" means a resolution of the authority 
and t.he trust agreement. if any, and any supplements or 

a~endments t~ the resolution and agreement, authorizinq t.he 
issuance of and providing (or the terms and conditions ap­
plicable to obli9at.ions. 

5. "80rro..,8r" means a student .'ho has. received an educa­
tion loan or a parent who has received or agreed to pay an 
education loan. 

6. "De!aul t insurance" means insurance lnsuJ.'1ng education 

loans. authori.tr loans. or obligations against <1efault.. 
7. "Oefa.ult rel;erve fund" tr<~an5 a fund established pur­

suant to is bond resolution fOl' t.lH~ purpose of securing educa­

tion loans, authol·it.y Loans, or ohligations. 
8. "Ccst of attendance" r:leans the a.mount Qefined by the 

institution for the purpos~ of the guaranteed student loan 

program as defined under Title IV, part B. 01 the "Highel' 
E:dIJcat.ion Act of 1965" dS an:endcd. 

<:I. "EdUCAtion loan" (".eans a loan .... hich lS rJade by an 1.n-
9l.itution to a student or parents of a 9l.udent.. or both, 1n 

a."'lIounts not in excees of t.he Il\aXilllum amounts specified in 
rules adopted by the au~ority under chapter 11A to finance 
all or it port:.on 01 the cost. of the student's attendance at 
tile institut.ion. 

- e 
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10. "('oan funding deposit" roeans money or other pl:opert.y 

deposited hy an institution with t.he authority 01' a trustee 

for the purpose of one or more of the following: .. providing security {or obligations . 

b. F'\)nding a default reserve fund. 

c. Acquiring default insurance. 

~. Defraying costs of the authority. 
The moneys or prope.rties shall be in amounts deeJtLed necessary 

by the authority as a condition lOl' the institution'S 
p~rticipation in the authority's pro9tams. 

11. "lnsti tution" mean!; a nonprofit educational insti tu­

tion located in Iowa not O'olned or conu:olied by the st.ate 
or any political subdivision, aqency, instrumentallty, 
district, or city o( the state, which is authorized by law 
to provide a prograro of education beyond ell!!' high school level.. 

and ~hich meets all of the following requirements: 
a. Admits 45 requlu' students only individuals ha.ving 

a cerLi(icate of graduation from hi9h school, or the recognized 
equivalent of such a certificate. 

b. Provides an educational program for ~hich it awards 

a baccalaureate- degree; or provides an educational.. program 
which con~it.ions a~is6ion upon the prior attainment of a 
baccalaureate ~egree or its equivalent, for which it awards 

& postgraduate degree; or provides not less than a two-year 

program which is acceptable COl' full cl'edit toward a 
baccalaureate degree, or offers not less than a two-year 

prograro 1n engineering, math~ticB, or the physical or 
biological sciences which ig desi9ued to ~repare the student 

to work as a technlcian and at a 6e~i-professional level in 
englOcerin9' sClel"lt.ific, or other t.echnolo<jical field8 'which 

r~quil'e the und~rBtanding and application of basic engineering, 
scientific, or lnathero.atical prinCiples or kno ... ·ledge. 

c. Is accr~d1ted by a nationally recognized accredLting 

agency or association or, if not accredited. is an institu­
tion whose credits are ~ccepted, on transfer, hy not less 

than three in$titutions ~hich are Accredited. 
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d. Does not discriminate in the admission of students 

on the basis of age, race, creed, color. sex. national origin. 
religion, or disability. 

e. Has a qoverning board which possesses its own 
6overeil)nty. 

f. Has a governing board, or delegated institutional 
officials. which possess final authority in all oatters of 

local control. including educational policy, choice of per­
sonnel, deterT:lination of proqrar.'l, and financial Danagement. 

12. "Parent" means a parent or quardian of a student at 
an institution. 

13. "Education loan aeries portfolio11 r.eans all education 

loans made by a specific insti. tution which are iWlded from 

the proceeds of an authority loan to the institution from 
the proceeds of a related specific issue of obligations through 
the authority. 

14. "Bond service charges" means principal, includiog 

mandatory sinking fund requirements {or retia:ement of Obliga­
tions, and interest. and redemption premiuo. if any. required 
to be paid by the authority on obligations. 

15. "Person" l"I'teans a public or private person. rim, 

partnership, association. corporation or other body. 

16. "Govel'nmental agency" means tho state or a atate de­
putment. division, commission. institution. or authority, 
an aqency, cit.y. county, township, school distl'ict. and any 

other political subdivision or special district in this state 
established pursuant to law, and, except ~here otherwise indi­

cated. also means the United States or a department. division, 
or aqency of the United States, and an agency, cOC!lJnission, 

or authority established pursuant to an interstate com.pact 
or agreement, 

Sec. 5, NEW SECTION. CREATION AS PUBLIC INSTRUMENTALITY, 
'l"he lowa hiqher edllcation loan authority is created as a body 

politic and corporate. The authority is a public instru­
mentality and the exercise by the authority of tho powet's 

- -
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conferred by this Act is the performance of an essential 
public function, 

Sec, 6. NEW SECTTON. MEMBERSHIP OF AUTHORITY. 

1. The authority consists of five members to be appointed 
by the governor subject to confirmation by the senate. The 

powers of the authority are vested in and exercised by the 
members of the authority. Each member of the authority shall 
be a resident of the state and not more than three m.embers 

shall be members of the same political party. 
2. The members of the authority shall be appointed by 

the governor for terms of si~ years beginning and ending as 
provided in section 69.19, A member of the authority is 
eligible for reappoinLment, The governor shall fill a vacancy 
for the remainder of the unexpired tern. A member of the 
authority may be re~oved by the governor for misfeasance, 

malfeasance, or willful neglect of duty or other cause after 
notice and a public hearing unless the notice and hearing 
are waived by the member in writing. 

3. The members of the authority shall annually elect one 
of the members as chairperson and one as vice chairperson. 
The members of the authority may appoint an executive director, 

an assistant executive director, and other officers as the 
members of the authority determine. The officers shall not 

be members of the authority. shall serve at the plea&ure of 
the authority, &nd shall receive compensation a8 fixed by 
the authority. 

4. The executive director or bssistant executive director 
or other person designated by resolution of the authority 

shall keep a record of the proceedings of the authority and 
shall be custodian of all booy-s, documents. and papers filed 

with the authority, the minute book or journal of the 

authority. and its official seal. The executive director. 
assistant executive director, or other person may cause coples 

to b@ made of oinutas and other records and documents of the 
authority and may give certificates under the official seal 

::I: 
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of the authority that the copies 4re true copies, and persons 
dealing with tl\& authority may rely upon the certificates. 

5. Three members o[ the aut~ority constitute a quorum. 

The a(fir~ative vote of a majority of the members of the au­

thority i.s necessary for any /lction taken by the authority. 
The majori ty shall not include a member .... ho has a conflict 

of interest and cl g,taterr.ent by a member of a conflict of 
interest is conclusive for this purpose. A vacancy in the 

membership of the authority does not impair the right of a 
quoruo to exercise the rights and perforn the duties of the 

authoritr. ATI action taken by the authority under thi6 Act 

l"Iay be auLhorized by resolution at a re(jular or special 
meeting, and each resolution 1ihall ta\c.e effect. itrUl'lediat.ely 
and need not. be publ ished 01" posted, except as prov1ded in 
section 25 of this Act. Meetings of the authority shall be 

held at the call of the Chairperson or at the request o[ t ... ·o 
members. 

6. 'rhe members of the authorit.y shall not receive compensa­
tion for the perfor~nce of their duties as members but each 
tr.er.lber shall be paid necessary expenses while enqaqed in t.he 
perfoa:mance of duties of the authority. 

.J. The tt,embers of the authority shall qive bond as t'e­
qui-t·e.d fOr public officers in chapter M. 

8. The members of the authority are subject to and al"4J 
offlcials .... lthin the meaning of chapter 68B. 

9. Notwithstandinq chapter 68B or any other laws to the 

(:ante.uy. it is not d conflict of interest or violation of 
a la. .... for a trustee, director, officer, or eroployee of a par­

t.ic1pat.inq l.flstitution at fat· a person havinq a favorable 
reputation for skill, kno .... ledge, and experience In state and 

muniCipal finance or for a person having a f~vorable reputa­
tion for sk:i.ll. kno .... ledqe. and experience 1n vie hiqher edu­
cation loan flnance field to serve af; a rnerllher of t.he au­

thon ty. Ho .... ever, in each case to ""hich this Act is 

<:Ipplic<lble, t11e trustee. directo)', officer, 01' employee of 

- e 
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the participatinq institution shall abstain from diSCUSSion, 

deliberation, action. and vote by the authority in respect 
to an undertaking pursuant to this Act in which the 

participatin9 institution of higher education hae an in~rest; 
and the person having a favorable r&putation for skill, 

knO~ledge, and experience in state and muni.cipal finance shall 

abstain from diSCUSSion, deliberatioh, act.ion, and vote by 
the authority in res~ect to a sale, purchase, or ownership 

of obligations of the authority in which an investment banking 
firm or insurance company or bank of ~hich the person is a 

partner, officer, or employee has 01· t:'lay have a current. or 
future interest; and the person having a favorable reputation 
[or skill, kno~ledge, and experience in the higher education 

loan finance field shall abst.ain from discussion, deliberat.ion, 
action, and vote by the authority in respect. to an action 
of the authority in which a partnership, firm. joint venture, 

sale proprietorship, or corporation of Which the person is 
an o'..mer, venturer, participant, partner. officer, or ~loyee 
has or may nave a current or future interest. 

Sec. 7. NEW SECTION. DUT1ES OF AUTBOR1TY. The authority 
shall: 

l. Adopt rules for the regulation of its affaire and the 
conduct of its business. 

2. Adopt an official seal and alter the seal at pleasure. 
3. Maintain an office at a place or places it designates. 

4. Est.ablish criteria (or aJ"ld gui.delines encomp£tssing 
the types of and qualifications for education loan financing 

proqr&m&. ~he authority may issue obligations for the purpose 

of maki')9 authority loans to institutions participating l.n 
a program of the authority for the purpose of providing educa­

t.ion loans. The criteria and guidelines establlshed by the 
authority for its education loan financing programs include 

eligibility standards for borrowers the authority det.ermines 
are necessary or desi.rable in order to effectuate the pur­
pOses of this Act, including the following: 
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a. Each student shall have a cel"tificate of admission 

at enrollment elt a specific pat'ticlpating institution. 

b. Each student or the student 1 s parents shall satisfy 
financial qualif.ications the authority establishes to ef­

fectuate the purposes of this Act. 

c. f.ach student and the student's parents shall submit 
infor."mation l'cquired by the authot'ity to the applicable in­
stl tution. 

The authority may contract with financial institutions 
and athet" qualified loan ongination and servicing 

organization!)., .... hich shall assist in prequalifyinc; bon:owers 

for education loans and t.lhich shall service and administer 

each education loan .!wd each institution's respective 10<lfl 

ser ias portiol io, Each education loan's fees shall incl ude 

a portion. if necessary. to cove:t: the applicable pro tlita 

cos~ of a servicing organization, 

rhe aut..hol'ity may est<l.blish criteria governing the 

eligibility of institutions to participate if'. its programs, 

the Making of authority loans and education loans, provisions 

for default. the estaolish..i1ent of default resen·e funds, the 

purchase of default insurance, the provision of prudent debt 

service reserves. and the furni.shing t:y participating insti­

tutions of higher education of additional guarantees of the 

educa tion loans, <luthor i ty loans, 01' ob 1 i gao ti oos tha.t the 

authority determines oec.:p.ssary, Criteria shall be established 

to assure t.he narketability of the obliqations and the ade­

quacy of t.he secutity t'or the obligati.or.s, 

The authorit.y shall establish lil!\itations upon the prin­

cipal amounts and the torms of educatlon loans. crit.eria. I:e­

q<udinq the quahfications and char .... ctcristics of borrowers 

and procedul"es for allocating authority loans among institu­

tions el igible fot' its progra..":1 in :)cder to effect.uate the 
purposes at' this Act, 

5, I!J.sue obligll.t.ions for it.a corporate puq)oses and fund 

or refund the obligat.ions as provided In this Act. 

- e 
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6, Fix and revise from time to time and charge and col­

lect rates, fees. and charges for t.he services furnished or 

to be furnished by the authoI'ity. and contract with persons 

in respect. to the services. including financial institutions, 

loan originators, servicers, administrators. iS$uers of let­
ters of credit. and insurers, 

7, Establish rules under chaptel' 17/\ with respect to 

authority loans, education loans. and education loan series 
pottfolios, 

8, Receive and accept from any source, loans, contribu­

tions or grants for or in aid of an authority education loan 

financing proqram ot: any portion of a pt'og-ram and, ."hen re­

quired, use the funds, property. or labor only for the pur­

poses for \lhich it was loaned. contribut.ed. Ot" granted, 

9, Make authority loans to institutiont and require that 

the proceeds of the authority loans be uged for Qakinq educa­

tion loans and paying costs and fees in connection with the 
education loans, 

10, Charge to and apportion ~ong participating institu­

tions itg adroi.nistl'ative and operating costs and expenses 

incut'red in the exercise of its powers and duties, 

11, Bor.ro'''' working capital funds and other funds as neces­

sary for start-up and continuing opel'ations. provided that 

the funds 4xe borrol.led i,n the name of the authot"ity only, 

BOrI'ovings are limi ted obligations of the character described 

In s~ction 12 of Ulis Act and are payable solely fro~ revenues 

of the authority or the proceeds of obiigations pledged for 
tha t purpose, 

12, Notwithstanding other prOVisions in this Act. co~~in91e 

and pledge as security fot" 11 series or issue of obliqations, 

with the consent of all of the institutions which are 

partiCipating in the series or issue. the education loan 

f;eries portfolios and sOCIa or all future education loan series 

pOl'tfolio6 of the i.nstitutions. and the loan funding deposits 

of the instltutions, Hmo'ever, the education loan series 

:t 
~ 
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portfolios and other securi~y and moneys set aside in a fund 

or funds pledged (or a series or issue of obligations shall 

be held for ~e sole benefit of the series or issue separate 

and apat't from education loan series portfolios and oUter 

secul'ity and moneys pledged for any other series or issue 

of obligations. Obligations may be issued 1n sel'ies under 

one 01' more resolutions or tl'USt aQreements in t.he discretion 

of the authority. 
13. Examine records and financial reports of participating 

institutions, and examine records and financial l'eports of 

a contractor organization or institution retained by the 

author) ~y. 
14. Require that authority loans be used solely to ma)te 

education loa.ns. The authol'ity shall require that institutions 

require that each bOl·ro..,er under an education loan use the 

proceeds solely for the cost of attendance and Lhat each bor­

ro· .. ·er certify as to ~e use of the proceeds. 
15. huthor12e its of£i.cers. agents, and eCilployees to take 

any other action and do all things necessary or desirable 

ln order to 

Sec. e. 
may: 

carry out t.he 

NEW SECT~ON. 

purposes of this Act. 

PO'I'IERS Of AUTIlOR 1 'IT • The authority 

1. Sue and be sued in its O\m name, plead and be im­

pleaded. 
2. Employ consultants, attorneys, accountants, financial 

experts, loan procesa.ors, bankers, manaQers, and other 

e::npioyees and agents necessary in the authority'S judgment, 

and fix Uleir compensation. 
3. When refunding oblig,at.lons are issued to refund ohliga­

tlons, the proceeds of which wel'e used to make authori ty 

loans, reduce the amount it is owed by the institutlons which 

had "ecoived authority loans fl' om t.he proceeds of the refunded 

obligations. The institutions may use this reduced amount 

to reduce t.l'le at:'Iount. of interest beIng paid on education loans 

which Ule insti,tution6 had made pursuant t.o the authority 

loans fro;n the pI'oceeds of the refunded obligat.ions. 

e e 
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Sec. 9. NE~ SECTION. EXPENSES OF AUTHORITY--LIMITATION 

OF LIABILITY. Expenses incurred in carrying out this Act 

are payable solely from funds provided under this Act and, 

except as specifically authorized undel' this Act. a liability 

shall not be incurred by the authority beyond ~le extent to 

which n:oneys have been provided under this Act. 

Sec. 10. NEW SECTION. ACQUISITION OF MONEYS, ENDOWMENTS, 

AND PROPERTIES AND GUARANTE8S. The authority may establish 

quidelines l'Cllating to the deposits of moneys, endowments, 

or properties by institutions which would provide prudent 

secut'ity for education loan funding prograll'ls, authority loans, 

education loans, or for obligations and may establish 

guidelines relating to guarantees of or contracts to purchase 

education loans or obliQations by the institutions or by 

financial institutions or others. A default reserve (und 

may be established for each series or issue of obligations. 

The authority may receive moneys, endowments, properties, 

and ~larantees it deems appropriate and, if necessary, may 

take title in the name of the authority or in the name of 

a participating institution or a trustee. 
Sec. 11. NEW SECTION. CONVEYANCE OF LOAN FUNDING DEPOSIT 

AFTER PA'lMEN'l' OF PRINCIPAL AND IN'l'EREST. When the principal 

of and int.erest on obligations o( t.he authodty issued to 

(inance the cost of an education loan financing program or 

progt:ams, including any l'efundlng obliQations issued to refund 

and refinance the obligations, have been fully paid and retired 

or .... hen adequate provision hlils been made to i'ully pay and 

ret.ire the obliglltions of the authority, and all other 

conditions of the bond cesolution have been satisfied and 

the lien created by the bond resolution has been released 

in accordance with its provisions, ~he authority shlill pro~ptly 

perform functions and execute deeds and conveyances nece8sary 

and t'equired to conve::' remaininq moneys, properties, and other 

assets comprising loan funding depo~it8 to the institutions 

... ·hich furnished the loan funding depositos in proportion to 

the amounts furnished by the t'espective institutions. 



--
House Fi Ie 237", P. 13 

Sec. 12. NEW SEC'rION. OBLIGATIONS. 

1. The authority may from time to time issue obligations 

for any COI-POl"a.te purpose and the obligations of the authot:lty 

are declared to be negotiable for all purposes notwithstanding 

their payment frot':l limited sources and without regard to any 
other 1.1 ..... 

?. The aut.hodty shall not have outstanding at anyone 

t.lme obligations in an aqgrogate principal att'Iount exceeding 

one hundred million dollars excludinQ obligations issued to 

refund the obligations of the autho~ity. 

3. Each issue of obligations is payable sol~ly out of 
revenues of the authority pertaining to the progt"am relat.ing 

to the issue, including prinCipal and interest on authority 

loans and education loans; payments by institutions of highel· 
education, banks, insurance companies, or others pursuant 

to letters of credit or purchase Agreement6; investment 
earnings from funds or accounts maintained pursuant to the 
bond resolution; insurance proceeds; loan funding deposits; 
proceeds of sales of education loans; proceeds of refunding 

obligations; and fees, charges, and other revenues of the 
authority from the program. 

4. Obligations may be issued as serial obligations or 
as tenll obligat.ions, or both. Obligations shall be authorized 
by a bond resolution of the authority and shall bear dates, 

mature at Limes not later than the year following the last 
year in which the final payments in an education loan series 

portfolio are due, or thirty year6, whichever is sooner, from 
their respective dates of issue, bear interest at rates, be 

payable at times, be in denominations. be in a form, either 
coupon or fully registel·ed. carry registration and conve1·sion 

privileges, be payable in lawful t;loney of tile United States 
of America, and be subject to teres of redemption a6 the bond 
resolution pI'ovide6. Obligations shall be executed by the 

:nanual or facsimile signatures of officers of the authodty 

designated by the authority. Obligations shall be sold in 

" manner and at prices as the authorit.y determines 

- • 
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5. A bond resolution llIay contain provisions. which shall 

be a patt of the contract .... ith the holders of the obligations 

to be authorized, as to ~ll of the following: 
a. Pledging or assigning the revenues derived from the 

authority loans and education loans with respect to which 
the obligations are to be issued. 

b. The lees and other amounts to be charged, and the sums 
t.o be raised in each year, and the use, investment. and 
disposition of the sums. 

c. The setting aside of loan funding deposits, debt ser­
vice reserves. capit.alized interest accounts, cost of insurance 
accounts, and sinking lunds, and their regulation, investment. 
and disposition. 

d. (,iMitations on the use of the education loans. 
e. Limitations on the purpose to which or the investments 

1n .... hich the proceeds of sale of an iS6ue of obligations then 
or thereafter to be issued ~ay be applied. 

f. Limitations on the issuance of additional obligations. 
tile terms upon which additional obligations may be issued 

and secured. the term6 upon which additional obligations may 
rank on a parity with. or be subordinate 01· superior to. other 
obligations. 

9. The refunding of outstanding Obligations. 
h. The procedure, iC any, by .... hich the terms of a contract 

with holders of obligations roay be amended or abrogated, the 
amount of obligations to which the holders must consent to 

the ~endment or abrogation, and the manner in which the con­
sent may be given. 

i. Defining the acts or omissions to act which constitute 
a cefault in the duties of the authority to holders of obliga­

tions and providing the rights or remedies of holders in the 
event of a default. 

j. Providing for guarantees. pledges, endowments, letters 
of credit, property. or othel· security (or the benefit of 
the holdel·s of t.he obllgations. 

:I: 
;" 
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k. Any other matters relating to the obligations which 

the authority deems desirable, 
&. Neither the ce~ers of the authority nor a person 

executing the obligations is liable personally on the obliga­

tions or subject to personal liability or accountability by 

reason of their issuance. 
7, The authori ty may put"chase i t.s obligations out of funds 

available. 7he authority may hold. pledge. cancel. or resell 

obligations subject to And in accordance .... ith agreements witl\ 

holders of obligations. 
S. 7he authority may refund any of lts obligations, Re­

funding obligations shall be issued in the same Manner as 

other obligations of tl\e authority, 
Sec. 13. NEW SECTION. TRUST AGREEMENT TO SECURE OBLIGA­

TIONS. In the disc1'etion of the authority. obl1gations may 
be secured by a trust agreement by and between the authority 

and a corporate trustee or trustees, .... hich may be a trust 
COMpany 01' bank located in the state of lo .... a t.hat has the 
powers of a tl:ust company. The bond resolution shall pledge 

the revenues to be received by the authority. may contain 
provisions for p1'otecting and enforcing t.he rights and remedies 

of the holders of obl~gations as reasonable and proper and 
not in vio::"ation of law. including p1'ovisions that have been 

autllorized to be included in any bond resolution of the aU M 

thority. and may restrict the individual right of action by 

holders of obligations. A trust agreement may contain other 

provisions the authority deems reasonable and proper for the 
security of the holders of obligations, Expenses inc\lned 

1n carrylng out the trust agreement May be treated as a part 
of the cost of ~he operation of an education loan program. 

Sec. l4. NEW SECTION. PAYMENT OF OBLIGATIONS--NONLIABILI­

IT OF STATE, obligat.ions are obligations of the authority 
only. and not of the state of Iowa. Each obligation shall 

state upon it.s face that it represents and constltutes A debt 

of the authority, but not of the state of Io .... a .... ithin the 

e 
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meaning of any constitutional or statutory lill"litation, and 

that it does not constitute a pledge of the full faith and 

credit of the authority or of the state of lowa. The obliga­

tions shall not grant to the owners or holders of the obliga­
tions the right to have the authority 01' the state levy taxes 

or appropriate funds for the payment of the principal 01' 

interest on the obligations. The obligations are payable, 
and shall state that they are payable. solely from. the revenues 

pledged f01' their payment in accordance .... ith the bond resolu­

t1on, 
This Act does not authorize the authority or any depart­

ment, board. con?ission. or other agency to create an obliqa­
t10n of the state within the meaning of the constitution or 

la .... s of lo .... a. 
Sec. 15. NEW SECTION. PLEDGE OF RL~ENUES. The authority 

shall fix. revise, charge. and collect fees and may contract 
wi th a peraon to do 60, Each agt'eement entered into by the 

authority .... ith an institution shall provide that the fees 
and other amounts payable by the institution of higher 

education with respect to a program of the authority are 

sufficient at all times to meet all of the following: 
1, To pay its share of the administrative costs and ex­

penses of the program. 
2, To pay the principal of, the premium. if any. and the 

inte1'est on outstanding obligations of the aut.hority. issued 
tn t"espect of the program to t.he extent that other revenues 

of the authority pledged for the payment of the obligations 

arc insufficient to pay the obligations as they become due 

and payable" 
3, To create a.nd Maintain reserves which may but need 

not be required or provided for in the bond resolution rel atin9 

to the obligations of the authority. 
4. To establish and mtdntain .... hatever education loan 

servicing. control. or audit procedures are deemed by the 

authority to be necessary to the prudent operation of t.he 

authority 
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The authority shall pledge the revenues from each program 

as security for the issue of obligations relating to the 
progran. A pledge is valid and binding from the time when 

the pledge is made, the revenues pledged by the authority 
are immediately subject to the lien of the pledge without. 

physical delivery oC the pledge or further act, and the lien 
of the pledge is valid and binding against all parties llaving 

claims of any kind in tort, contract, or ot.heNise against 

the authority or A participating institution, irrespective 
of .... hethel· t.he parties have notice of the lien. The bond 

resolution and a financing statet'lent, continuation statement., 

or other instrument by which the authority's interest in 

revenues is Assigned need not be filed or recorded in public 
records in order to perfect the lien against third parties 
except that a copy of it shall be filed in the records of 

the authority and ~ith the treasurer of state. 
Sec. 16. ~EW SECTION. FUNDS FOR SALES OF OBLIGATIONS 

AS TRUST FUHDS--APPLlCATION OF FUNDS. Moneys received by 

or on behalf of the authority under this ,\ct, whether as 
proceeds from the sale of obligations or as revenues, are 
tl:ust funds to be held and applied as provided in this Act. 

An officer with whom, or a bank or trust company with which 
the moneys cue deposited shall act as trustee of the moneys 
and shall hold and apply the moneys for the purposes of this 

Act. subject to rules that this Act and the bond resolution 
authorizing the obligations of an issue may provide. 

Sec. 17. NEW SECTION. RIGHTS OF HOLDERS OF OBLIGATIONS. 
A holdet" of obligations or a trustee under a trust agreeMent 

entered into pursuant to this Act, except to the extent that 

their rights are restricted by a bond resolution, roar, by 
any suitable fo~ of legal proceedings, protect and enforce 
rights under the laws. of t.his state or grcl1\ted by the bond 

resolution. may enjoin unla .... ful activit.i.es, and if there is 
a default on the payment. of the principal of, premiums, if 

any, and int.et·p.st on an obligation ot" in the perfonnance of 

- • 
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a covenant or agreement on the part of the authority in the 

bond resolution. may apply to the district court to appoint 
a receiver to administer And operate the education loan pro­
gram, the revenues of which al'e pledged to the payment of 

principal of, premium. if any, and interest on the obligations, 

with full power to pay, and to provide for payment of prin­
cipal 0(, premium, if any, and interest on the obligations. 
and with powers, subject to U\e direction of the court, as 

permitted by law and accorded to receivers, excluding the 
power to pledge additional revenues of the authority to the 

payment of the principal, premium, and interest. 
Sec. lB. NEW SEctION. REFUNDING BONDS--PURPOSE--PROCE£DS­

-INVESTMENT OF PROCEEDS. 
1. The authority may issue its obligations for the pur­

pose of refunding obligations then outstanding, including 

the payment o( a redemption premium on the obligations and 
interest. accrued or to accrue to the earliest or a subsequent 
date of redeMption. purchase, or maturity of the obligations. 

2. The proceeds of obligations issued lor the purpose 
of refunding outstanding obligations may, in the discretion 
of t.he authority, be applie.d to the purchase or retirement 

at mat.urity or redemption of the outstanding obligations 
either on their earliest or a subsequent redemption date or 
upon the purchase or at the maturity of the obligations and 

may, pending an application, be placed in escrow to be ap­
plied to the purchase or retirement at maturity or redemption 

on a date determined by the authority. 
3. Any escrowed proceeds, pending their use. may be 

invest.ed and reinvested in direct obligations of the United 
States of America. maturing at times as appropl'iate to assure 

the prOllipt payment of the prinCipal of and intet-est and redemp-
tion premium, if any, on t.he outstanding 001igation9 to be 

refunded. ·the interest, incorr:.e, and profits. if lUly, earned 

or realized on an investJaent may also be applied to t.he pay-
ment of the outstanding obligations to be refunded. After 

~ 
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the terms of the escrow have been fully satisfied and carried 

out, a balance of the proceeds and interest, income. and 

prefi ts. if a.ny. eu-ned or realized on the investJtIents shall 
be returned to the insti tuti.an of hiqher education for use 

by it in any lawful m&nner. 
4. Refunding obligations are subject to this Act in the 

same manner and to the same extent as other obligations is­

sued pursuant to this Act. 
Sec. 19. NEW SECTION. INVESTMENT OF FUNDS OF AUTHORITY. 

Except as othe["'W'i.se provided in section 16. subsection 3. 

of this Act. the authority may invest funds in direct 
obligations of the United States of America; obligations for 
which the tilr'_ely payment of principal and interest is fully 

guaranteed by the united States of Ameri.ca; obligations of 
the federal intermediate credit banks. federal banks for 
cooperatives, federal land banks, federal home loan banks, 

federal national rr.ortgage association, government national 

mortgage association and the student loan marketing 
association; certificates of deposit or time deposits 
constituting direct obligations of a bank as defined by chapter 
~24; and in withdrawable capital accounts Ot' deposits of state 

or federal chartered savings and loan associations which are 
insured by the federal savings and loan insurance corporation. 

However. investments may be made only in certificates of 
deposit or time deposits in banks which are insured by the 

federal deposit insu.nmce corporation if then in existence. 
securities authorized in this section may be purchased at. 

the offering or oarket pt'ice at t.he time of the purchase. 

The securities purchased shall mature or be redeemable on 
dates prior to the time when, in t.he judgment of the authority, 

the funds invested will be required for expenditure. The 
judgment of the authority as to the time when funds will be 

required f01: expenditure or be redeemable is final. 
Sec. 2G. NEW SECTION. OBLIGATIONS AS LEGAL INVESTMENTS. 

Banks, bankers, trust companies. savinqs banks and institu-

-
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tion9, building and loan associations. savings and loan as­

sociations, investment. companies. and other persons carrying 
on a banking or investment. business, insurance companies and 

in6urance associations. and executors, administrators, 
quardians, trustees. and other fiduciaries may legally in­

vest sinking funds. moneys. or other funds belonging to them 

or within t.heir contl'ol in obligati.ons of the authorit.y. 
Sec. 21. NEW SECTION. ANNUAL REPORT. The authority shall 

keep an accurate account. of its activities and shall annually 

provide a report of its act.ivities to the qovernor and the 
members of the general assembly. The report is a public 
record and open for inspection at the offices of the authority 

during normal business hours. The report shall include all 

of the following: 
1. Summaries of applications by institutions of higher 

education for education loan financing assistance 

to the authority during the fiscal year. 

presented 

2. 
ceived 

Summaries of education loan programs which have re­

any form of financial assistance from the authority 

during the year. 
3. The nature and ~ount of all assistance. 
4. A report concerninq the financial condition of the 

various education loan series portfoli06. 
5. Projected activities of the authority for the next 

fiscal year. including projections of the total amount of 
financial assistance anticipated and the amoUIlt of obligations 

that will be necessary to provide the projected level of as­

sistance during the next fiscal year. 
Sec. 22. NEW SECTION. WAIVER OF COMPET1TIVE BIDDING. 

Co~petitive bidding requirements of the Code or other similar 
requirements that may be lawfully waived are waived by this 

section and any a:equirement of competitive bidding or other 
restriction imposed on the procedure for award of contracts 

is not applicable to action taken under this Act. 
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Sec. 23. NEW SECTION. INST1TUTION POWER--[NTEREST RATES. 

Institutions may borrow money from the authority, make educa­
tion loans and take all. other actions and do t.hings nece66at·y 

or convenient. to COnSlrnL~4te the transactions contemplated 
under this Act. It is lawful for the authodty to establish, 

charge, contract for, and receive any amount or rate of in~ 
terest or compensation with respect to authority loans and, 
slwject to rules adopted by the authority, for participating 

institutions to charge, contract for, and receive any amount 
01" rate of interest or compensAtion with respect to education 
loans. 

Sec. 24. NEW SECTlON. ACT AS ALTERNATIVE METHOD--PQWERS 
NOT SUBJECT TO SUPERVISION OR REGULATION" Sections 1 through 
23 of this Act provide a complete, additional, and alternative 
crethod fot" the doing of the things aut.h01"ized by the Act and 

the limitations imposed by this Act do not affect powers or 
rights conferred by other laws, and t.he lssuance of obligations 
and refunding obligations under this Act need not co~ly with 
t.he requiree"lents of any other la .... applicable to the issuance 

of obligations. Except as otherwise expres6ly provided in 
this Act. the powers granted to the authority under this Act 

are not. subject to the &upervision or regulation and do not 
require t.he approval Ot" consent of a city or political subdivi­

sion or departlnent, division. com..:nission. board, body. bureau. 
official, or agency of a political subdivision or of the 
state. 

sec. 25, NEW SECTION, NOTICE. The authority shall pub­
lish a notice of its intention t.o issue obliqations 1n a 

ne .... 6paper published in and wit.h genel"al circulation 1n the 
sta~e. The notice shall include a statement of the maxlmum 

amount of obligations proposed to be issued, and in general 
tenl8, ',fhat t'eceiptf> will be pledged to pay bond service 

chu'ges on the obligations. An action which questions the 

le9ality ot' validity of the obligations or tile power of the 
authority to issue t.he obligations or the effectiveness or 
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validity of any proceedings adopted for the authorization 
01' issuance of the obligations shall not be brought after 

Sixty days from the date of publication of the notice. 
Sec. 26. NEW SECTION. LIBERAL CONSTRUCTION OF ACT. This 

Act, being necessary for the welfare of the state and its 
inhabitant.s, shall be liberally construed to effect its pur­
pose. 

Sec, 27. NEW SECt'ION. EXERClSE OF POWERS AS ESSI:UnIAL 

PUBLIC FUNCIION--EXEMPTrON FROM TAXATlON. The exercise of 
the powers qranted by this Act will be in all respects for 
the benefit of the people of this state. for the increase 
of their com:nerce, welfare, and prosperity, and for the 

improvement of their health and living conditions, and as 
the operation and maintenance of a proqcam by the authority 
or its aqent will constitute the performance of an essential 
public function. Income of the authority is exempt from all 

taxation in the state. Property of the authority, acquired 
or held for purposes of this Act, is exempt fro~ all taxation 
and special assessments in the state if the property was 
exempt for the fiscal year in which the property was first 

acquired or held and such property shall continue to be exeopt 
for subsequent fiscal years. Property of the authority, 
acquired or held for purposes of this Act., is subject to 

taxation and special assessments in the state if the property 
was taxable for the fiscal year in which the property was 
first acquired or held and such property shall continue to 
be taxable for subsequent fiscal years. 

Sec. 28, For the initial members of the authority, the 
terms of office shall commence on the effective date of this 

Act, or as soon thereafter as possibl~, and shall be staq­
gered so that one e~pires on April 30. 1984, one on April 

30. 1985. one on April 30. 1986, one on April 30, 1987. and 
one on April 30, 1ge5, 

Sec. 29. This Act, being deemed of immediate importance, 

takes effect from and after its publication in the Grinnell 

~ 
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Herald-Register, a newspaper published in Grinnell, Iowa, 

and in the Cherokee Daily Times, a newspaper published in 

Cherokee, Iowa. 

DELWYN STROMER 
Speaker of the House 

TERRY E. BRANSTAD 

President of the Senate 

I hereby certify that this bill originated 1n the House and 

1S known as House File 2377, sixty-ninth General Assembly. 

Approved ~ ZLj , 

ROBERT D. RAY 
Governor 

ELIZABETH A. ISAACSON 

Chief Clerk of the House 
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