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AN ACT relating to the Kentucky Higher Education Student Loan Corporation.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 11A.010 is amended to read as follows:

As used in this chapter, unless the context otherwise requires:

(1)
"Business" means any corporation, partnership, sole proprietorship, firm, enterprise, franchise, association, organization, self-employed individual, holding company, joint stock company, receivership, trust, or any legal entity through which business is conducted for profit;

(2)
"Commission" means the Executive Branch Ethics Commission;

(3)
"Compensation" means any money, thing of value, or economic benefit conferred on, or received by, any person in return for services rendered, or to be rendered, by himself or another;

(4)
"Family" means spouse and children, as well as a person who is related to a public servant as any of the following, whether by blood or adoption: parent, brother, sister, grandparent, grandchild, father-in-law, mother-in-law, brother-in-law, sister-in-law, son-in-law, daughter-in-law, stepfather, stepmother, stepson, stepdaughter, stepbrother, stepsister, half brother, half sister;

(5)
"Gift" means a payment, loan, subscription, advance, deposit of money, services, or anything of value, unless consideration of equal or greater value is received;

(6)
"Income" means any money or thing of value received or to be received as a claim on future services, whether in the form of a fee, salary, expense allowance, forbearance, forgiveness, interest, dividend, royalty, rent, capital gain, or any other form of compensation or any combination thereof;

(7)
"Officer" means all major management personnel in the executive branch of state government, including the secretary of the cabinet, the Governor's chief executive officers, cabinet secretaries, deputy cabinet secretaries, general counsels, commissioners, deputy commissioners, principal assistants, division directors, members and full-time chief administrative officers of the Parole Board, Board of Tax Appeals, Board of Claims, Kentucky Retirement Systems board of trustees, Public Service Commission, Worker's Compensation Board and its administrative law judges, the Occupational Safety and Health Review Commission, the Kentucky Board of Education, the State Board for Adult and Technical Education, the Council on Postsecondary Education, the Kentucky Higher Education Student Loan Corporation, and any other management personnel with procurement authority;

(8)
"Official duty" means any responsibility imposed on a public servant by virtue of his position in the state service;

(9)
"Public servant" means:

(a)
The Governor;

(b)
The Lieutenant Governor;

(c)
The Secretary of State;

(d)
The Attorney General;

(e)
The Treasurer;

(f)
The Commissioner of Agriculture;

(g)[
The Superintendent of Public Instruction;

(h)]
The Auditor of Public Accounts;

(h)[(i])
Each Railroad Commissioner; and

(i)[(j)]
All employees in the executive branch including officers as defined in subsection (7) of this section and merit employees;

(10)
"State agency" means every state office, department, division, board, commission, institution, public corporation, and authority within the executive branch;

(11)
"Lobbyist" means any person employed as a legislative agent or legislative counsel to promote, oppose, or act with reference to any legislation which affects, or may affect, private pecuniary interests, as distinct from those of the whole people;

(12)
"Lobbyist's principal" means the entity in whose behalf the lobbyist promotes, opposes, or acts with reference to legislative action; and

(13)
"Candidate" means those persons who have officially filed candidacy papers or who have been nominated by their political party pursuant to KRS 118.105, 118.115, 118.325, or 118.760 for any of the offices enumerated in subsections (9)(a) to (i) of this section.

Section 2.   KRS 164A.020 is amended to read as follows:

The following words and terms, unless the context clearly indicates a different meaning, shall have the following respective meanings:

(1)
"Board" means the board of directors of the corporation.

(2)
"Bonds" or "notes" means the bonds or bond anticipation notes authorized to be issued by the corporation pursuant to this chapter.

(3)
"Corporation" means the Kentucky Higher Education Student Loan Corporation, an independent de jure municipal corporation and political subdivision of the Commonwealth of Kentucky created to perform essential governmental services.

(4)
"Educational loan" means a loan evidenced by a promissory note or a line of credit evidenced by appropriate documentation of indebtedness extended to an eligible borrower for the purpose of defraying the costs associated with attendance at an eligible institution. As used in connection with the origination, making, servicing, collection, acquisition, or other financing of educational loans by the corporation or under a program administered by the corporation, the term further means any contingent interest, security interest, pledge, commitment, chose in action, or other equity or legal property interest in any loan. The term includes, but is not limited to, an insured student loan.

(5)
"Eligible borrower" means an individual who meets eligibility criteria established by the corporation under administrative regulations or contracts between the corporation and eligible lenders and who applies for an educational loan. The term shall include a student and the parent of a dependent student or other creditworthy borrower on behalf of the student who demonstrates an intention and capacity to repay the loan. The student for whom the loan or other credit is extended shall be enrolled or accepted for enrollment at an eligible institution, making satisfactory progress toward completion of a program leading to a certificate, degree, or diploma. The term includes, but is not limited to, a qualified student.

(6)
"Eligible institution" means any educational institution described as an eligible institution in the federal act which has, if required by the guarantee agency, a contract in force with the guarantee agency pursuant to the federal act and this chapter.

(7)[(5)]
"Eligible lender" means the Kentucky Higher Education Assistance Authority, a de jure political subdivision of the Commonwealth of Kentucky and the corporation and all other entities described as eligible lenders in the federal act which have in force a contract with the guarantee agency providing for loan guarantees to be issued by the guarantee agency to the subject lender under the federal act and this chapter.

(8)[(6)]
"Federal act" means the Higher Education Act of 1965, as from time to time amended, codified as Title 20, United States Code, secs. 1001 et seq.

(9)[(7)]
"Guarantee agency" means the Kentucky Higher Education Assistance Authority duly organized and existing pursuant to the statutory laws of the Commonwealth of Kentucky or any agency authorized as a guarantor pursuant to the federal act.

(10)[(8)]
"Qualified student" means a student who qualifies for an insured student loan under the federal act.

(11)[(9)]
"Insured student loan" means an educational[a] loan to a qualified student or to a parent or former student to the extent authorized in KRS 164A.065, on which the payment of principal and interest is at least ninety-five percent (95%) insured by the guarantee agency and reinsured by the Secretary of Education of the United States in accordance with the requirements of the federal act, or at least ninety-five percent (95%) insured as to principal amount by the United States under the federal act or the Health Professions Educational Assistance Act of 1976, codified as Title 42, United States Code, secs. 294 et seq. as from time to time amended. As used in connection with the purchase, making, or acquisition of insured student loans by the corporation, the term insured student loan shall further mean and refer to any contingent interest, security interest, pledge, commitment, chose in action, or other property interest in any such loan.

Section 3.   KRS 164A.040 is amended to read as follows:

(1)
The General Assembly of the Commonwealth of Kentucky hereby finds and determines that as a result of the adoption of the education amendments of 1976 by the Congress of the United States, being Public Law 94-482, it is essential, in order that the Commonwealth of Kentucky may continue to provide adequate educational opportunities to all of its citizens and residents, that the corporation be created and empowered to finance student loan operations in Kentucky by the issuance of its bonds and notes for the purpose of making,[ and] purchasing, or otherwise financing insured student loans.

(2)
The General Assembly hereby finds and declares further that in the performance of its duties, powers and responsibilities, the corporation will be performing essential public and governmental functions and shall be and constitute an independent de jure municipal corporation and political subdivision of the Commonwealth of Kentucky for the purpose of promoting higher educational opportunities through a program of financing, making and purchasing of insured student loans.

Section 4.   KRS 164A.060 is amended to read as follows:

The corporation shall have all of the powers necessary or convenient to carry out and effectuate the purposes and provisions of this chapter, including, but without limiting the generality of the foregoing, the following powers:

(1)
To make, service, collect, or finance or participate in the making, servicing, collecting, or financing of educational loans, including but not limited to, insured student loans, and interests in insured student loans and other educational loans.

(2)
To purchase and sell or participate in the purchase and sale of educational[insured student] loans[, which purchase may be from eligible lenders].

(3)
To sell or participate in the sale of educational[insured] student loans, which sale may be to trusts or corporations, including those which the corporation may establish for the purpose, but no debt or other financing of the trusts or corporations shall be deemed for any purpose to constitute bonds or notes of the corporation, or an obligation, liability, or debt of the Commonwealth or of the corporation[eligible lenders or to the student loan marketing association].

(4)
To collect and pay reasonable fees and charges in connection with making, purchasing, collecting and servicing, obtaining insurance for, or financing[or causing to be made, purchased, or serviced] insured student loans[ by the corporation, including payment to the guarantee agency for services performed for the corporation].

(5)
To procure insurance in respect of insured[all] student loans and other educational loans made,[ or] purchased, or financed by the corporation and to insure or guarantee educational loans, other than insured student loans.

(6)
To consent whenever it deems it necessary or desirable in the fulfillment of its corporate purposes to the modification of the rate of interest, time of payment of any installment of principal or interest or any other terms of any insured student loan and other educational loans to which the corporation is a party; provided, that no such consent shall be made or given if the effect of same would be to obviate insurance coverage in respect of any insured student loan.

(7)
To include in any borrowing such amounts as may be deemed necessary by the corporation to pay financing charges, interest on its obligations for a period not exceeding two (2) years from their date, consulting, advisory and legal fees, and such other expenses as are necessary or incident to any such borrowing.

(8)
To make and publish rules and regulations respecting its lending programs and such other rules and regulations as are necessary to effectuate its corporate purposes.

(9)
To make, execute, and effectuate any and all agreements or other documents with any federal or state agency or any person, corporation, association, partnership, or other organization or entity necessary to accomplish the purposes of this chapter.

(10)
To accept appropriations, loans, grants, revenue sharing, devises, gifts, bequests and federal grants, and any other aid from any source whatsoever and to agree to, and to comply with, conditions incident thereto.

(11)
To sue and be sued in its own name and to plead and be impleaded.

(12)
To maintain an office in the city of Frankfort, Kentucky, in conjunction with or in close proximity to the Kentucky Higher Education Assistance Authority and such other regional offices as may be required.

(13)
To adopt an official seal and alter the same at pleasure.

(14)
To adopt bylaws for the regulation of its affairs and the conduct of its business and to prescribe rules, regulations, and policies in connection with the performance of its functions and duties.

(15)
To employ fiscal consultants, attorneys, counselors, and such other consultants and employees as may be required in the judgment of the corporation and to fix and pay their compensation.

(16)
To invest any funds held in reserves or in sinking fund accounts or any moneys not required for immediate disbursement in obligations guaranteed by the United States or its agencies and instrumentalities; provided, however, that the return on such investments shall not be violative of any laws and regulations regarding investment of the proceeds of any federal tax-exempt bond issue.

(17)
To issue its bonds and notes for the purpose of carrying out its corporate powers and duties as set forth in this chapter.

(18)
To service and collect educational loans for other lenders, holders, and educational institutions.

Section 5.   KRS 164A.080 is amended to read as follows:

(1)
The corporation may provide for the issuance, at one (1) time or from time to time, of not exceeding nine hundred fifty million dollars ($950,000,000)[five hundred fifty-three million dollars ($553,000,000)] in bonds of the corporation to carry out and effectuate its corporate purposes and powers. In anticipation of the issuance of bonds, the corporation may provide for the issuance, at one (1) time or from time to time, of bond anticipation notes. The principal of and the interest on bonds or notes shall be payable solely from the funds provided for payment. Any notes may be made payable from the proceeds of bonds or renewal notes or, if bond or renewal note proceeds are not available, notes may be paid from any available revenues or assets of the corporation. The bonds or notes of each issue shall be dated and may be made redeemable before maturity at the option of the corporation at the price or prices and under the terms and conditions determined by the corporation. Any bonds or notes shall bear interest at a rate or rates determined by the corporation. Notes shall mature at a time or times not exceeding five (5) years from their date or dates and bonds shall mature at a time or times not exceeding thirty (30) years from their date or dates, as determined by the corporation. The corporation shall determine the form and manner of execution of the bonds or notes, including any interest coupons to be attached, and shall fix the denomination or denominations and the place or places of payment of principal and interest, which may be any bank or trust company within or without the state. If any officer whose signature or a facsimile of whose signature appears on any bonds or notes or coupons attached to them shall cease to be an officer before the delivery of the bonds or notes, the signature or facsimile shall be valid and sufficient for all purposes as if he had remained in office until the delivery. The corporation may also provide for the authentication of the bonds or notes by a trustee or fiscal agent. The bonds or notes may be issued in coupon or in registered form, or both, as the corporation may determine, and provision may be made for the registration of any coupon bonds or notes as to principal alone and also as to both principal and interest, and for the reconversion into coupon bonds or notes of any bonds or notes registered as to both principal and interest, and for the interchange of registered and coupon bonds or notes. Upon the approval of a resolution of the corporation authorizing the sale of its bonds or notes, the bonds or notes may be sold in a manner, either at public or private sale, and for a price the corporation shall determine to be for the best interest of the corporation and best effectuate the purposes of this chapter if the sale is approved by the corporation.

(2)
The proceeds of any bonds or notes shall be used solely for the purposes for which they are issued and shall be disbursed in a manner and under restrictions, if any, the corporation may provide in the resolution authorizing the issuance of bonds or notes or in the trust agreement securing the bonds or notes. The principal of and interest on any bonds or notes issued by the corporation shall be payable[ only] from the proceeds derived by the corporation from insured student loans and other educational loans made and purchased from the proceeds of the bonds or notes, and may also be payable from other funds available to the corporation for that purpose only to the extent the corporation may provide in the resolution authorizing the issuance of bonds or notes or in the trust agreement securing the bonds or notes.

(3)
(a)
Prior to the issuance of any bonds or notes that are[ not] secured by the repayment of educational loans, except insured student loans that are at least ninety-five percent (95%) insured by the guarantee agency and reinsured by the United States of America, the corporation shall obtain approval of the issuance from the General Assembly in accordance with the provisions of KRS 56.870(1). This requirement shall not apply to refunding bond or note issues which are for the purpose of achieving debt service savings and which do not extend the term of the refunded bond or note or to bonds or notes issued under subsection (4) of Section 8 of this Act, if the aggregate amount of those bonds or notes that would be outstanding after completion of the issuance does not exceed ten percent (10%) of the corporation's debt limit under subsection (1) of this section.

(b)
Notwithstanding paragraph (a) of this subsection, if during the interim of sessions of the General Assembly, the federal act is amended to reduce to less than ninety-five percent (95%) the maximum rate of insurance payable by the guarantee agency or reinsurance payable by the Secretary of Education of the United States on insured student loans, upon notification by the corporation to the Legislative Research Commission of the change in the federal act, the corporation may, until the adjournment of the next regular session of the General Assembly, issue bonds or notes for student loans insured by the guarantee agency and reinsured by the Secretary of Education of the United States to the maximum extent permitted by the federal act.

Section 6.   KRS 164A.180 is amended to read as follows:

No member or other officer of the corporation shall be subject to any personal liability or accountability by reason of his execution of any obligations of the corporation, or of any financing of trusts or corporations established under subsection (3) of Section 4 of this Act, or the issuance thereof. 

Section 7.   KRS 164A.210 is amended to read as follows:

If any member, officer or employee of the corporation shall be interested either directly or indirectly, or shall be an officer or employee of or have an ownership interest in any firm or corporation interested directly or indirectly in any contract with the corporation, such interest shall be disclosed to the corporation and shall be set forth in the minutes of the corporation, and, except with respect to trusts or corporations established under subsection (3) of Section 4 of this Act, the member, officer or employee having such interest therein shall not participate on behalf of the corporation in the authorization of any such contract.

Section 8.   KRS 164A.240 is amended to read as follows:

(1)
As used in this section, the term "eligible borrower" shall mean a student, and the parent of a dependent student, who demonstrates an intention and capacity to repay the loan. The student shall be a Kentucky resident enrolled or accepted for enrollment, on at least a half-time basis, at an eligible institution, making satisfactory progress toward completion of a program leading to a certificate, degree or diploma other than theology, divinity, or religious education.

(2)
In addition to the authority granted by KRS 164A.010 to 164A.230, the corporation is authorized to establish, finance and operate, or to participate in an enterprise or venture to finance or operate[such] educational loan programs as the corporation[Higher Education Assistance Authority] shall deem necessary in order to make available additional educational loans, which shall not be insured student loans as that term is defined by KRS 164A.020 to meet the financial needs of eligible borrowers. The corporation may, in connection with the program, enter into agreements with loan servicing organizations, guarantors, insurers, financial institutions, eligible lenders and eligible institutions. The[ educational loan] programs may provide for[ either] the corporation to extend, guarantee or finance credit, or participate in a program to extend, guarantee, or finance credit[making of educational loans directly to eligible institutions and the relending] to eligible borrowers or to others on behalf of eligible borrowers[the making and purchasing of educational loans by the corporation]. The corporation may:

(a)
Purchase, hold, assign, sell, or invest in educational loans under this subsection;

(b)
Create pools or educational loans under this subsection; and 

(c)
Sell bonds or notes, bearing interest on a taxable or tax-exempt basis and secured by pools of educational loans under this subsection, or sell other interests in pools of educational loans under this subsection. The issuance, transfer, or disposition by the corporation of bonds, notes, or other interest in pools of educational loans under this subsection shall not be subject to any laws of the Commonwealth of general applicability pertaining to the issuance, sale, registration, transfer or disposition of securities, other than laws expressly applicable to the corporation as an issuer of bonds or notes or other interests.
(3)
The corporation may promulgate administrative regulations under KRS Chapter 13A pertaining to eligibility and participation of eligible borrowers and may otherwise adopt internal policies and procedures and contractual arrangements[necessary rules and regulations] as shall be required to administer any[ such] program on a financially sound basis, including the requiring of guarantees, cosigning by parents,[ or] guardians, or other creditworthy borrowers, nongovernmental loan insurance if available, collateral pledges, and other security provisions deemed requisite in the circumstances.

(4)
The corporation may finance the[ educational loan] programs authorized by this section through the issuance of its bonds or notes subject to the provisions set forth in KRS 164A.010 to 164A.230[, provided that the proceeds of the bonds may be used for the educational loan programs and shall not be commingled with the proceeds of bonds or notes financing insured student loans as defined by KRS 164A.020]. The bonds or notes issued under the provisions of this subsection shall be special and limited obligations, payable solely and only from the receipts pledged and shall not constitute an indebtedness or liability of the Commonwealth or a pledge of the faith and credit of the Commonwealth.

(5)
No bonds or notes may be issued under this section by the corporation for the purpose of financing an educational[a nongovernmentally insured education] loan program[pursuant to this section] except upon a finding by the Governor and a report by the corporation to the Legislative Research Commission that the educational loan program is[loans are] necessary to meet the financial needs of Kentucky residents to obtain a postsecondary education. In making the determination of need the Governor and the corporation[Legislative Research Commission] shall consider the availability of other student assistance resources.

(6)
The maximum annual[ loan] amount of any educational loan under this section shall not exceed the costs incurred by the student for whom the educational loan is obtained[eligible borrower] related to attendance[ less other financial aid], as certified by the eligible institution or otherwise reasonably ascertained by the corporation, or a lesser amount established by the board. The loan proceeds shall be used by the eligible borrower solely for those costs of attendance.

(7)
The corporation may issue taxable bonds or notes for the financing of any program authorized by this chapter.

[(8)
The Higher Education Assistance Authority shall provide the services as the corporation may require to efficiently carry out the purposes of this section.]
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