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General Assembly

January Session, 2015 (Reprint of File No. 527)

House Bill No. 6907
As Amended by House Amendment
Schedule "A"

Approved by the Legislative Commissioner
May 20, 2015

AN ACT CONCERNING THE DUTIES AND AUTHORITY OF THE
CONNECTICUT HIGHER EDUCATION SUPPLEMENTAL LOAN

AUTHORITY.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. Section 10a-223 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2015):

In this chapter, the following words and terms shall have the
following meanings unless the context indicates another or different

meaning or intent:

(1) "Authority" means the Connecticut Higher Education
Supplemental Loan Authority constituted as a subsidiary of the
Connecticut Health and Educational Facilities Authority as provided
in section 10a-179a, as amended by this act;

(2) "Authorized officer" means an employee of the Connecticut
Health and Educational Facilities Authority or of the authority who is
authorized by the board of directors of the authority to execute and
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deliver documents and papers and to act in the name of and on behalf
of the authority;

(3) "Authority loans" means education loans by the authority, or
loans by the authority from the proceeds of bonds for the purpose of

funding education loans;
(4) "Board" means the board of directors of the authority;

(5) "Bonds" or "revenue bonds" means revenue bonds or notes of the
authority issued under the provisions of this chapter, including

revenue refunding bonds or notes;

(6) "Bond resolution" means the resolution or resolutions of the
authority and the trust agreement, if any, authorizing the issuance of

and providing for the terms and conditions applicable to bonds;

(7) "Borrower" means [a student and any parent who has received or

agreed to pay an education loan] (A) an individual who has an

outstanding loan from the authority, (B) an individual who attends a

Connecticut institution for higher education or currently resides in the

state, and has received or agreed to pay an education loan, or (C) any

parent who has received or agreed to pay an education loan on behalf

of an individual who attends a Connecticut institution for higher

education or currently resides in the state;

(8) "Connecticut Health and Educational Facilities Authority" means

the quasi-public authority established pursuant to section 10a-179;

(9) "Connecticut institution for higher education" means an

institution for higher education within the state;

(10) "Default insurance" means insurance insuring education loans,

authority loans or bonds against default;

(11) "Default reserve fund" means a fund established pursuant to a
bond resolution for the purpose of securing education loans, authority

loans or bonds;

HB6907 / File No. 872 2



HB6907 File No. 872

42
43
44
45
46
47
48
49
50

51
52
53
54
55
56
57
58

59
60
61
62
63
64
65
66
67
68
69
70

71
72
73
74

(12) "Education loan" means a loan which is made [by the authority
to a student in or from the state, or the parents of such a student, or
both, to finance the attendance of the student at an institution for
higher education, or a loan by or on behalf of a participating institution
for higher education from the proceeds of an authority loan, to a
student, or the parents of a student, or both, to finance the student's

attendance at such institution] to a student in or from the state or a

parent of such student to finance attendance at an institution for higher

education or to a borrower to refinance one or more eligible loans;

(13) "Loan funding deposit' means moneys or other property
deposited by a Connecticut institution for higher education with the
authority, a guarantor or a trustee for the purpose of (A) providing
security for bonds, (B) funding a default reserve fund, (C) acquiring
default insurance, or (D) defraying costs of the authority, such moneys
or properties to be in such amounts as deemed necessary by the
authority or guarantor as a condition for such institution's

participation in the authority's programs;

(14) "Institution for higher education" means a degree-granting
educational institution within the United States authorized by
applicable law to provide a program of education beyond the high
school level and (A) described in Section 501(c)(3) of the Internal
Revenue Code of 1986, or any subsequent corresponding internal
revenue code of the United States, as from time to time amended, and
exempt from taxation under Section 501(a) of said code with respect to
a trade or business carried on by such institution which is not an
unrelated trade or business, determined by applying Section 513(a) of
said code to such organization or a foundation established for its
benefit, or (B) exempt from taxation under said code as a governmental

unit;

(15) "Participating institution for higher education" means a
Connecticut institution for higher education which, pursuant to the
provisions of this chapter, undertakes the financing directly or

indirectly of education loans as provided in this chapter;

HB6907 / File No. 872 3



HB6907 File No. 872

75 (16) "Parent" means any parent, legal guardian or sponsor of a

76  student at an institution for higher education;

77 (17) "Education loan series portfolio" means all education loans
78 made by the authority or by or on behalf of a specific participating
79  institution for higher education which are funded from the proceeds of

80 arelated specific bond issue of the authority; [.]

81 (18) "Education assistance program" means a program to assist in

82  financing the costs of education through education loans or education

83  grants, or both;

84 (19) "Education grant" means a grant, scholarship, fellowship or

85  other nonrepavable assistance awarded by the authority to a student

86  currently residing in the state to finance the attendance of the student

87 at a Connecticut institution for higher education, or a grant,

88  scholarship, fellowship or other nonrepayable assistance awarded by

89  or on behalf of a Connecticut institution for higher education from the

90 proceeds of funds provided by the authority to a student from the state

91 to finance the student's attendance at such institution; and

92 (20) "Eligible loan" means any loan that is in repayment that was (A)

93 made by the authority, or (B) made to a borrower by any other private

94 or governmental lender to finance attendance at an institution for

95  higher education.

96 Sec. 2. Section 10a-225 of the general statutes is repealed and the
97  following is substituted in lieu thereof (Effective July 1, 2015):

98 (@) The purpose of the authority shall be to assist borrowers and
99  Connecticut institutions for higher education in the financing and
100  refinancing of the costs of education and for this purpose the authority

101  is authorized and empowered:

102 (1) To adopt bylaws for the regulation of its affairs and the conduct
103  of its business.

104 (2) To adopt an official seal and alter the same at pleasure.
HBG6907 / File No. 872 4
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105 (3) To maintain an office at such place or places in the state as it may
106  designate.

107 (4) To sue and be sued in its own name, plead and be impleaded.

108 (5) To establish criteria and guidelines for education [loan financing]
109  assistance programs. Such criteria and guidelines shall include such
110  eligibility standards for students and borrowers as the authority shall
111  determine are necessary or desirable in order to effectuate the
112 purposes of this chapter, including the following: (A) Each student
113 [shall have a certificate of admission or enrollment at an institution for
114  higher education, (B) each student, or the parents of each student,] and
115  borrower shall satisfy such financial qualifications as the authority
116  shall establish to effectuate the purposes of this chapter, and [(C)] (B)
117  each student [, and the parents of each student,] and borrower shall

118  submit to the student's institution for higher education or to the
119  authority, as the authority may determine, such information as may be
120  required by the authority.

121 (6) To establish specific criteria governing (A) the eligibility of

122 Connecticut institutions for higher education to participate in its

123 programs, (B) the making of authority loans, education grants and
124  education loans, (C) provisions for default, (D) the establishment of
125  default reserve funds, (E) the purchase of default insurance, (F) the
126  provision by such institutions of prudent debt service reserves, (G) the
127  furnishing by Connecticut institutions for higher education and others
128  of such additional guarantees of the education loans, authority loans or
129  the bonds as the authority shall determine, and (H) any procedures for
130  allocating authority loans and education grants among Connecticut

131  institutions for higher education eligible for the [program] programs of
132 the authority in order to effectuate the purpose of this chapter. All
133 such criteria shall be established to assure the marketability of the
134 bonds and the adequacy of the security for the bonds. The criteria
135 governing the eligibility of Connecticut institutions for higher
136  education shall include limitations upon the principal amounts and the

137  terms of education loans, the amounts and terms of education grants

HB6907 / File No. 872 5



HB6907 File No. 872

138 and qualifications and characteristics of borrowers and grant
139  recipients.

140 (7) To establish guidelines, criteria and procedures not in conflict

141  with existing statutes with respect to authority loans, education grants,
142  education loans and education loan series portfolios. Such guidelines,
143  criteria and procedures shall not be construed as regulations within the
144  scope of chapter 54.

145 (8) To receive and accept from any source loans, contributions or
146  grants, including money, property, labor, and other things of value
147  from any source for or in aid of an authority education [loan financing]
148  assistance program or any portion thereof and, when desirable, to use
149  such funds, property or labor only for the purposes for which it was

150 loaned, contributed or granted.

151 (9) To contract with guarantors, financial institutions or other
152  qualified loan origination and servicing organizations, which shall
153  assist in prequalifying borrowers for education loans and which shall
154  service and administer each education loan. The authority may require
155  that each borrower be charged a fee to defray the costs of origination,
156  servicing and administration of education loans. The amount and
157  method of collection of such fee shall be determined by the authority.
158  Participating institutions for higher education may perform any of the
159  acts described in this subdivision, or contract for their performance by
160  others, if these acts are authorized by the authority.

161 (10) To contract with a guarantor to provide security for the
162  payment of education loans through the issuance of insurance against
163  default or to provide a guarantee of payment covering all or a portion
164  of any education loan made by or on behalf of the authority or by or on
165  behalf of a participating institution for higher education from the

166  proceeds of an authority loan.

167 (11) To employ attorneys, accountants, consultants, financial
168  experts, loan processors, banks, managers, and such other employees

169 and agents as may be necessary in its judgment, and to fix their
HBG6907 / File No. 872 6
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170  compensation.

171 (12) To make authority loans, including loans on which interest may
172 accrue and periodically be added to the principal of such loan and be
173 subject to additional interest, and to require that the proceeds be used
174  in accordance with guidelines established by the authority for making
175  education loans and paying costs and fees in connection therewith.

176 (13) To charge and equitably apportion among participating
177  institutions for higher education its administrative costs and expenses
178 incurred in the exercise of the powers and duties granted by this
179  chapter.

180 (14) To borrow working capital funds and other funds as may be
181  necessary for start-up and continuing operations, as long as such funds
182  are borrowed in the name of the authority only. Such borrowings shall
183  be limited obligations of the character described in section 10a-232 and
184  shall be payable solely from revenues of the authority or the proceeds
185  of bonds pledged for that purpose.

186 (15) Notwithstanding any other provisions of this chapter, to
187  commingle and pledge as security for a series or issue of bonds, only
188  with the consent of all of the Connecticut institutions for higher
189  education which are participating in such series or issue: (A) The
190  education loan series portfolios and some or all future education loan
191  series portfolios of the authority or of such institutions for higher
192  education, and (B) the loan funding deposits of such institutions,
193  provided education loan series portfolios and other security and
194  moneys set aside in any fund or funds pledged for any series of bonds
195  or issue of bonds shall be held for the sole benefit of such series or
196  issues separate and apart from education loan series portfolios and
197  other security and moneys pledged for any other series or issue of
198  bonds of the authority. Bonds may be issued in series under one or

199  more resolutions or trust agreements in the discretion of the authority.

200 (16) To examine records and financial reports of institutions for

201  higher education, and to examine records and financial reports of any
HBG6907 / File No. 872 7
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202  person, organization or institution retained under subdivision (9), (10)
203  or (11) of this subsection.

204 (17) To do all things necessary or convenient to carry out the
205 purposes of this chapter. In carrying out the purposes of this chapter,
206  the authority may issue bonds, the proceeds of which are used to make
207  authority loans. In the event all or a portion of such proceeds are
208  loaned to one or more participating institutions for higher education or
209 to any combination of participating institutions for higher education,
210  all other provisions of this chapter shall apply to and for the benefit of
211  the authority and the participants in such joint project or projects. Any
212 such joint participation requires the express approval of all
213  participants.

214 (18) To make and enter into all contracts and agreements necessary
215 or incidental to the performance of its duties and the execution of its
216  powers under this chapter, including contracts and agreements for
217 such professional services as the board of directors shall deem
218 necessary, including, but not limited to, financial consultants, bond
219 counsel, underwriters and technical specialists and investment

220  agreements, as provided in section 10a-238.

221 (b) The authority shall require that authority loans be (1) used solely
222 for the purpose of education loans, and (2) in an amount not to exceed

223  the total cost of attendance, or, in the case of an education loan made to

224  refinance an eligible loan, in an amount not to exceed the outstanding

225 agegregate principal amount of such eligible loan, less other forms of

226  student assistance, as defined by the authority. In determining "other
227  forms of student assistance" the authority may consider [(1)] (A) grants
228  received under any federal or state grant programs, [(2)] (B) loan
229  proceeds received under any federal or other state loan program, [(3)]
230  (C) scholarship, grants or other nonrepayable assistance received from
231 government agencies, educational institutions or organizations,
232  including, but not limited to, the authority, and [(4)] (D) expected

233  family contributions. The authority shall require that each borrower

234  under an education loan shall use the proceeds solely for educational
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235 purposes and purposes reasonably related thereto, or for the

236 refinancing of an eligible loan.

237 (c) Whenever refunding bonds are issued to refund bonds the
238  proceeds of which were used to make authority loans, the authority
239  may reduce the amounts of principal or interest, or both, it is owed by
240  the participating institution for higher education which had received
241  authority loans from the proceeds of the refunded bonds. Such
242 institutions may, or in accordance with guidelines established by the
243  authority shall, use any reduced amount to reduce the amount of
244  interest being paid on education loans which the institution has made
245  pursuant to the authority loans from the proceeds of the refunded
246  bonds.

247 (d) (1) The authority may develop and require the use of a master
248  promissory note for education loans. Each master promissory note
249  shall allow borrowers to receive, in addition to initial education loans,
250 additional education loans for the same or subsequent periods of
251  enrollment. Each master promissory note shall include a provision
252  stating that the note shall be governed by and construed pursuant to
253  the laws of the state of Connecticut.

254 (2) Notwithstanding any provision of the general statutes or any
255  regulation adopted pursuant to said statutes, each education loan
256  made under a master promissory note pursuant to this subsection may
257  be sold or assigned independently of any other education loan made
258 under the same master promissory note and each such loan shall be
259  separately enforceable on the basis of an original or copy of the master
260 promissory note in accordance with the terms of the master
261  promissory note.

262 (3) Notwithstanding any provision of the general statutes, each such
263  master promissory note shall be fully negotiable within the meaning
264 and for all purposes of title 42a, regardless of whether the form and
265  character of such master promissory note qualifies under the terms of
266  the provisions of title 42a.

HB6907 / File No. 872 9



HB6907 File No. 872

267 (4) The authority may pledge all or any part of its interest in any
268  such master promissory note or the education loan evidenced by such
269 note as security for any issue of bonds or notes or any other
270  obligations. Such pledge shall be valid and binding from the time
271  when the pledge is made; the interest so pledged by the authority shall
272 immediately be subject to the lien of such pledge without any physical
273  delivery thereof or further act, and the lien of any such pledge shall be
274  valid and binding against all parties having claims of any kind in tort,
275 contract or otherwise against the authority or any participating
276  institution for higher education, irrespective of whether such parties
277  have notice of the lien. Such lien shall have priority over all other liens,
278 including, without limitation, the lien of any person who in the
279  ordinary course of business furnishes services or materials to the
280  authority. Notwithstanding the provisions of title 42a, neither the bond
281  resolution nor any financing statement, continuation statement or
282  other instrument by which a pledge or security interest is created or by
283  which the authority's interest in such master promissory notes is
284  assigned need be filed in any public records in order to perfect the
285  security interest or lien thereof as against third parties. Any outright
286  sale by the authority of any education loan evidenced by such a master
287  promissory note shall be effective and perfected automatically upon
288  attachment as defined in title 42a.

289 Sec. 3. Section 10a-230 of the general statutes is amended by adding
290  subsection (h) as follows (Effective July 1, 2015):

291 (NEW) (h) The authority is authorized and empowered to issue
292 bonds, notes or other obligations under this section, the interest on
293  which may be includable in the gross income of the holder or holders
294  of such bonds, notes or obligations under the Internal Revenue Code of
295 1986, or any subsequent corresponding internal revenue code of the
296  United States, as from time to time amended, to the same extent and in
297 the same manner that interest on bills, notes, bonds or other
298  obligations of the United States is includable in the gross income of the
299  holder or holders of such bonds, notes or obligations under any such

300 internal revenue code, and to issue bonds, notes or other obligations
HB6907 / File No. 872 10
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301  under this section that may be eligible for tax credits or exemptions or
302 payments from the federal government, or any other desired federal
303 income tax treatment of such bonds, notes or other obligations. Any
304 such bonds, notes or other obligations may be issued only upon a
305 finding by the authority that such issuance is necessary, is in the public
306 interest, and is in furtherance of the purposes and powers of the
307 authority. The state hereby consents to such inclusion only for the

308  bonds, notes or other obligations of the authority so authorized.

309 Sec. 4. Subsection (b) of section 10a-179a of the general statutes is
310 repealed and the following is substituted in lieu thereof (Effective July
311 1, 2015):

312 (b) The Connecticut Higher Education Supplemental Loan
313  Authority shall be governed by a board of directors consisting of the
314 following nine members: (1) The State Treasurer, or the Treasurer's
315 designee, who shall serve as an ex-officio voting member; (2) the
316  Secretary of the Office of Policy and Management, or the secretary's
317  designee, who shall serve as an ex-officio voting member; (3) the
318 president of the Board of Regents for Higher Education, or the
319 president's designee, who shall serve as an ex-officio voting member;
320  (4) the chairperson of the board of directors of the Connecticut Health
321 and Educational Facilities Authority; (5) the executive director of [said
322 authority] the Connecticut Health and Educational Facilities Authority;
323  (6) [a member of the board of directors of said authority who] two

324  residents of the state, each of whom is an active or retired trustee,

325  director, officer or employee of a Connecticut institution for higher
326  education, appointed by the board of directors of [said authority] the
327  Connecticut Health and Educational Facilities Authority; (7) [a

328 member of the board of directors of said authority who is an active or

329  retired trustee, director, officer or employee of a Connecticut
330 institution for higher education, appointed by the board of directors of
331 said authority; (8)] a resident of this state with a favorable reputation
332  for skill, knowledge and experience in the higher education loan field,
333  [who shall be] appointed by the board of directors of [said authority]

334  the Connecticut Health and Educational Facilities Authority; and [(9)]
HB6907 / File No. 872 11
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335 (8) a resident of this state with a favorable reputation for skill,
336  knowledge and experience in either the higher education loan field or
337  in state and municipal finance, appointed by the board of directors of
338 [said authority] the Connecticut Health and Educational Facilities
339  Authority. Of the four appointed members, not more than two may be
340 members of the same political party. [The two members who are

341 members of the board of said authority and active or retired trustees,
342  directors, officers or employees of Connecticut institutions for higher
343  education shall serve so long as such member remains a member of the
344  board of said authority or until such time as a successor is appointed.]
345  One appointed member shall serve until the earlier of July 1, 2017, or,
346  if such person was a member of the Connecticut Higher Education
347  Supplemental Loan Authority board on June 30, 2012, the date on
348  which such member's then current term was originally scheduled to
349  end. One appointed member shall serve until the earlier of July 1, 2018,
350 or, if such person was a member of the Connecticut Higher Education
351 Supplemental Loan Authority board on June 30, 2012, the date on
352  which such member's then current term was originally scheduled to
353 end. Except as provided in this subsection and notwithstanding the
354  original date of expiration of the term of any person who is an
355  appointed member of the Connecticut Higher Education Supplemental
356  Loan Authority board on June 30, 2012, the term of all such persons
357  shall expire on July 1, 2012. The Connecticut Health and Educational
358  Facilities Authority board shall appoint a member or members each for
359 a term of six years or until his or her successor is appointed and has
360 qualified to succeed the members whose terms expire. Said authority
361 board shall fill any vacancy for the unexpired term. A member of the
362  Connecticut Higher Education Supplemental Loan Authority board
363  shall be eligible for reappointment. Any member of the Connecticut
364 Higher Education Supplemental Loan Authority board may be
365 removed by the appointing authority for misfeasance, malfeasance or
366 wilful neglect of duty. Each member of the Connecticut Higher
367  Education Supplemental Loan Authority board before entering upon
368 his or her duties shall take and subscribe the oath or affirmation

369 required by section 1 of article eleventh of the State Constitution. A
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370  record of each such oath shall be filed in the office of the Secretary of
371  the State.

372 Sec. 5. (Effective from passage) On or before February 1, 2016, the
373  chairperson of the board of directors of the Connecticut Higher
374  Education Supplemental Loan Authority shall (1) report, in accordance
375  with the provisions of section 11-4a of the general statutes, to the joint
376  standing committees of the General Assembly having cognizance of
377  matters relating to higher education and banking on the progress
378 made by the authority toward targeting lending to those individuals
379  with a demonstrated financial need and effectively serving the highest
380 number of such individuals by means of (A) lowering the interest rate
381 on education loans made by the authority by methods including, but
382 not limited to, making equity contributions to its bond transactions
383  using available funds from the Connecticut Student Loan Foundation,
384 (B) increasing the maximum allowable debt-to-income ratio accepted
385 by the authority for education loans, (C) offering need-based
386  scholarships, and (D) deferring repayment of education loans made by
387  the authority while the borrower or, in the case of a parent borrower,
388  the borrower's child is enrolled on a full or part-time basis in a
389  graduate-degree-granting program, and (2) appear before such
390 committees, at a time prescribed by such committees, to present on

391  suchreport.

This act shall take effect as follows and shall amend the following
sections:

Section 1 July 1, 2015 10a-223

Sec. 2 July 1, 2015 10a-225

Sec. 3 July 1, 2015 10a-230

Sec. 4 July 1, 2015 10a-179a(b)

Sec. 5 from passage New section
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members
of the General Assembly, solely for purposes of information, summarization and explanation and do
not represent the intent of the General Assembly or either chamber thereof for any purpose. In
general, fiscal impacts are based upon a variety of informational sources, including the analyst’s
professional knowledge. Whenever applicable, agency data is consulted as part of the analysis,

however final products do not necessarily reflect an assessment from any specific department.

OFA Fiscal Note

State Impact: None
Municipal Impact: None

Explanation

The bill requires the Connecticut Higher Education Supplemental
Loan Authority (CHESLA) to make a report to the legislative
committees on higher education and banking about certain aspects of
its lending practices and the interest rates it charges. Preparing this
report has no General Fund fiscal impact because CHESLA is not an

appropriated agency.

House “A” strikes Section 4 in the underlying bill, which imposed
an interest rate cap on CHESLA loans and a two percent cap on
CHESLA reserve fees. This eliminates the fiscal impact stated in the

file copy. House “A” also adds the reporting requirement.

The Out Years

State Impact: None

Municipal Impact: None
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HB6907 File No. 872

OLR Bill Analysis
HB 6907 (as amended by House "A")*

AN ACT CONCERNING THE DUTIES AND AUTHORITY OF THE
CONNECTICUT HIGHER EDUCATION SUPPLEMENTAL LOAN
AUTHORITY.

SUMMARY:

This bill allows the Connecticut Higher Education Supplemental
Loan Authority (CHESLA) to issue loans to certain borrowers to
refinance certain public or private student loans, including CHESLA
loans. It appears to similarly allow Connecticut higher education
institutions to issue refinancing loans. The bill requires that refinancing
loans not exceed the outstanding aggregate principal amount of the
original loan. It allows CHESLA to establish guidelines, criteria, and

procedures for issuing refinancing loans.

By law, CHESLA may issue tax-exempt bonds backed by the
authority’s revenues. The bill additionally allows CHESLA to issue
taxable revenue bonds, including bonds that are eligible for federal tax
credits, exemptions, or payments. Before issuing the bonds, CHESLA
must find that their issuance is necessary, in the public interest, and in
furtherance of the authority’s powers and purposes. (Under the federal
Internal Revenue Code, tax-exempt bonds cannot be used to refinance

student loans.)

Under the bill, CHESLA must incorporate information about
refinancing loans (e.g., number of applications received, number of
students assisted) in its annual report. By law, CHESLA must provide
the report to its board of directors, the governor, the auditors of public
accounts, and the Education and Finance, Revenue and Bonding
committees (CGS § 10a-240).
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The bill also (1) allows CHESLA to issue education grants, (2)
revises the membership criteria of CHESLA’s board of directors, (3)
requires the board chairperson to report to the Banking and Higher
Education committees on the authority’s progress toward (a) targeting
lending to individuals with a demonstrated financial need and (b)
effectively serving the highest number of such individuals, and (4)

makes technical and conforming changes.

*House Amendment “A” (1) adds the provisions on board

membership and the report to the legislature and (2) removes a
provision in the original file that capped the interest rate CHESLA
could charge borrowers.

EFFECTIVE DATE: July 1, 2015, except that the provision requiring
a report to the legislature is effective upon passage.

REFINANCING LOANS

The bill allows CHESLA to issue loans to certain borrowers to
refinance student loans (i.e., “eligible loans”). Under the bill, an
eligible loan is a loan that is in repayment that was made (1) by
CHESLA or (2) to a “borrower” by any other private or governmental
lender to finance attendance at a higher education institution. A

borrower is:
1. someone with an outstanding CHESLA loan,

2. an individual who (a) attends a Connecticut higher education
institution or resides in the state and (b) received or agreed to

pay an “education loan” or

3. a parent who received or agreed to pay an “education loan” on
behalf of a student who attends a Connecticut higher education
institution or resides in the state.

An education loan is a loan to a (1) student in or from Connecticut,
or a parent of the student, to finance attendance at a higher education

institution, or (2) “borrower” to refinance one or more “eligible loans.”
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By law, higher education institutions in Connecticut may issue
loans using proceeds from CHESLA (CGS § 10a-241). By authorizing
CHESLA to issue refinancing loans, the bill appears to similarly
authorize Connecticut higher education institutions to use proceeds
from CHESLA to issue refinancing loans.

EDUCATION GRANTS
The bill allows CHESLA to issue education grants, which the bill

defines as grants, scholarships, fellowships, or other nonrepayable
assistance awarded (1) by CHESLA to a student currently residing in
Connecticut to finance his or her attendance at a Connecticut higher
education institution or (2) by or on behalf of such an institution to a
Connecticut resident from the proceeds of funds provided by
CHESLA. The bill allows CHESLA to establish guidelines, criteria, and
procedures for issuing education grants.

BOARD OF DIRECTORS
By law, CHESLA is governed by a nine-member board of directors.

Under current law, two of the members must be (1) active or retired
trustees, directors, officers, or employees of Connecticut higher
education institutions and (2) members of the Connecticut Health and
Educational Facilities” (CHEFA) board of directors. The bill (1)
eliminates the requirement that these appointees be members of
CHEFA'’s board and (2) requires that they be (a) Connecticut residents
and (b) appointed by the CHEFA board.

Under current law, these appointees serve on CHESLA’s board (1)
for as long as they are on the CHEFA board or (2) until a successor is

appointed. Under the bill, these appointees serve six-year terms.

REPORT TO LEGISLATURE

The bill requires the chairperson of CHESLA’s board of directors,
by February 1, 2016, to report to the Banking and Higher Education
committees on the authority’s progress toward (1) targeting lending to
individuals with a demonstrated financial need and (2) effectively
serving the highest number of these individuals. The chairperson must
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appear before the committees to present the report at a time they

prescribe.
The report must address CHESLA's progress toward:

1. lowering the interest rate on CHESLA education loans by,
among other things, making equity contributions to its bond
transactions using available funds from the Connecticut Student

Loan Foundation;

2. increasing the maximum allowable debt-to-income ratio
accepted by CHESLA for education loans;

3. offering need-based scholarships; and

4. deferring repayment of CHESLA education loans while the
borrower (or borrower’s child if the borrower is a parent) is

enrolled full- or part-time in a graduate program.

BACKGROUND
Related Bill

SB 950, reported favorably by the Higher Education Committee,
also allows CHESLA to refinance loans.

COMMITTEE ACTION

Higher Education and Employment Advancement Committee

Joint Favorable
Yea 14 Nay 4 (03/24/2015)
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