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MINUTES OF A MEETING 
OF THE 

ILLINOIS STUDENT ASSISTANCE COMMISSION 
 

November 16, 2007 
 

Morton College 
Cicero, Illinois 

 
COMMISSIONERS PRESENT: Donald J. McNeil, Chair 
 Sharon Alpi 

Warren Daniels, Jr. 
David Vaught 
 

COMMISSIONERS ABSENT: Dr. Lynda Andre 
 Dr. Mary Ann Louderback  
 Hugh Van Voorst 

 
PRESENT BY INVITATION: Elmer Washington, Designated Liaison, IBHE 
 
STAFF PRESENT: Andrew Davis, Executive Director 
 Vicki Baba, Interim Director, HRD 
 Kim Barker Lee, General Counsel 
 Tom Breyer, Senior Policy Advisor 
 Steve Di Benedetto, Director, IDAPP 
 Randy Erford, College Illinois! 
 Katharine Gricevich, Special Assistant 
 Sue Kleemann, RPPA 
 Raquel Martinez, Deputy General Counsel 
 Shoba Nandhan, Director, Budget & Finance 
 Sam Nelson, Managing Director, Marketing & Communications 
 Chris Peterson, Director, Program Services 
 John Sinsheimer, CFO/Managing Director, Financial Products & Services 
 Nancy Stephens, College Illinois! 
 Joanne Tolbert, Managing Director, HRD & Business Support 
 Claude Walker, State Relations 
 Debora Calcara, Commission Secretary 

 
PUBLIC ATTENDANCE: Fred Ash, JPMorgan Chase 
 Meegan Bassett, Women Employed 
 Deb Brody, Robert Morris College 
 Norma Carmona, University of Chicago 
 Cynthia Doughty, Conlon Public Strategies 
 Kathy Facenda, Wachovia Bank 
 Paul Frank, FIICU 
 Pat Krolak, Marquette Associates 
 Della Lofton, Citi 
 Darrell Nabers, University of Chicago, Pritzker School of Medicine 
 David Peterson, Methodist College of Nursing
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 Nicole Rogers, IBHE  
 Roberta Russo, U.S. Department of Education     
 Joseph Starshak, Starshak, Winzenburg & Co. 
 Leigh Taylor, Robert Morris College  
 Dave Tretter, FIICU 
 Angela Vining, Edfund 
 Rolly Waller, Bensenville 
 Jerry Weber, Kankakee Community College 
 Kelvin Wing, Student 
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Item 1. Announcements 
 
 Chairman McNeil called the November 16, 2007 meeting of the Commission to order at 
9:17 a.m. and asked that a roll call be taken, which established that a quorum was present. 
 
 Chairman McNeil stated that members of the Commission had received a copy of the 
tentative meeting dates and locations for 2008 at the meeting in September. Ms. Alpi MOVED 
THAT the Commission adopt the schedule of proposed Commission meeting dates and locations 
as presented. Mr. Daniels seconded the motion, which was approved unanimously. The schedule 
approved by the Commission included the following dates and locations: 
 
 Friday, January 25, 2008  Loyola University, Chicago 
 Friday, April 4, 2008   University of Illinois at Springfield 
 Friday, June 27, 2008   Carl Sandburg College, Galesburg 
 Friday, September 19, 2008  To Be Announced 
 Friday, November 21, 2008  National-Louis University, Chicago 
 
Item 2. Minutes of the September 21, 2007 Meeting 
 
 Mr. Daniels MOVED THAT the minutes of the September 21, 2007 meeting be 
approved as submitted. Ms. Alpi seconded the motion, which was approved unanimously. 
 
Item 3. Executive Director’s Report 
 
 Mr. Davis expressed his gratitude to Morton College for hosting the meeting today. He 
encouraged those in attendance to tour the campus and enjoy the displays of history throughout 
the school. 
  
 Mr. Davis indicated that the agency has concluded the first step of restructuring the 
agency’s balance sheet, resulting in a 75 percent smaller portfolio than what the agency had in 
January, with the remaining loans primarily focused on Illinois students and students attending 
Illinois schools. He indicated that there should be no further significant portfolio sales, only an 
occasional small adjustment. He stated that the agency now moves into a much harder stage of 
restructuring involving the operations, and most important, employees within the agency. He 
stated that 50 non-mission critical positions within the agency were recently eliminated, which 
resulted in over 100 jobs being affected as a result of employees exercising their “bumping” 
rights within the State Universities Civil Service System (SUCSS). With guidance from 
representatives of SUCSS, our General Counsel Kim Barker-Lee and Joanne Tolbert in her role 
as Managing Director, HRD and Business Support, we have made sure that all the regulations and 
rules within the system were adhered to and our people were treated fairly. He thanked Ms. 
Barker-Lee, Ms. Tolbert and Ms. Vicki Baba, Interim Director of Human Resources & 
Development, for their tireless efforts during this difficult process and to staff for how they have 
come through the process. He stated that the elimination of the positions will save the agency 
around $3 million per year without any significant reduction in the agency’s commitment or 
ability to deliver service to students and to the programs we support. 
 
 Continuing, Mr. Davis announced that Theresa Morgan, Director of Budget and Finance, 
has left the agency for a position at Heartland Community College. He introduced Ms. Shoba 
Nandhan who has replaced Ms. Morgan as Director of Budget and Finance.  
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 In closing, Mr. Davis shared with the Commission the following list of accomplishments 
that the agency was recently asked to provide, accomplishments which would not have been 
possible without the dedicated work of the staff and the enthusiastic support of the members of 
the Commission: 
 

1. Administered $448 million in scholarships and grants to Illinois students. 
2. Guaranteed $1.2 billion in student loans to more than 208,000 students and 

families. 
3. Originated $250 million in student loans. 
4. Paid down $3.3 billion in debt. 
5. Continued to self-fund all agency administrative costs and, in FY07, funded 

$26.9 million for MAP and $27 million for MAP Plus. 
6. College Illinois! 529 prepaid tuition plan turned 10 years old. 
7. Enhanced our focus on Illinois students. 
8. Created the groundbreaking Capstone Loan program for college seniors. 
9. Cut agency overhead while increasing resources and people dedicated to public 

service and outreach activity. 
10. Launched new Illinois Veterans’ Home Nurse Loan Repayment Program. 
11. Provided – at no cost to schools or students – access to IllinoisMentor and on-line 

electronic transcripts network. 
12. Sponsored cutting edge initiatives to reach students in need. 
13. Trained 1,526 counselors and advisors at 39 professional development sessions 

on how to help students apply for state and federal financial aid. 
14. Brought our message to new target audiences at public events. 
15. Invested in a public, corporate, foundation partnership with Aetna and the Illinois 

Education Foundation to retain and graduate nursing students at Prairie State 
College. 

 
Mr. Vaught agreed that the Commission does enthusiastically support what the 

Commission and staff have accomplished. Specifically, he noted that it is impressive that the 
outreach has increased and overall the Commission is doing more with less. 

 
Mr. Daniels echoed Mr. Vaught’s comments, noting that although the process has been 

painful, he feels the Commission is moving in the right direction of serving the students and 
residents in the state. He commended Mr. Davis and staff on their fine work. 

 
Chairman McNeil stated that the Commission has a responsibility to the people of the 

State of Illinois to run the agency the right way, to spend their money wisely, and the list of 
accomplishments shows that staff has done an extraordinary job of doing so. He expressed his 
gratitude to the staff on behalf of the Commission.  

 
Chairman McNeil then welcomed and recognized Mr. Elmer Washington, attending as a 

representative of the Illinois Board of Higher Education, and Kelvin Wing, the nominee to serve 
as the student Commissioner, who is currently awaiting confirmation. 
 
Item 4. Selection of College Illinois! Investment Manager 

 
Mr. Erford opened the agenda item by noting that an RFP was recently issued for an 

investment manager for the passive small cap value mandate that could, if requested, also provide 
a passively managed large cap growth product as well. This was being done, he explained, in 
contemplation of a possible reallocation of a portion of the large cap growth holdings from active 
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to passive management. After its review and deliberations, the evaluation committee for this RFP 
is recommending the selection of RhumbLine Advisors, which is currently serving as an 
investment manager under a temporary contractual arrangement. 

 
In response to a question from Mr. Vaught, Pat Krolak of Marquette Associates 

confirmed that the relative weight of small caps within domestic equity was generally remaining 
constant at roughly 25-30%, consistent with the target range established by the Investment Policy, 
but that overall, the relative weight of domestic equity investments within the total portfolio 
would be declining as other asset classes are added. After further discussion, Chairman McNeil 
asked for a motion to approve the resolution. 

 
Mr. Daniels MOVED THAT the Commission approve the following resolution: 
 
“BE IT RESOLVED that the Commission authorizes the Executive Director to 
negotiate and enter into a contractual agreement for the College Illinois! Program with 
RhumbLine Advisors to serve as investment manager for the passive small capitalization 
value and large capitalization growth equity portfolios.” 
 
Ms. Alpi seconded the motion, which was approved unanimously. 
 

Item 5. Revised Policy Regarding Payment of Federal Default Fee for Balance of Academic 
Year 2007-2008 
 
 Mr. Davis stated that at the September meeting the Commission took action to approve a 
policy providing for ISAC to pay 50% of the Federal Default Fee for loans guaranteed by ISAC 
after December 1, 2007 on the condition that the lender of the student loan pay the balance of the 
Federal Default Fee from any non-borrower source of funds. This action was recommended as a 
result of the College Cost Reduction and Access Act of 2007, which will have a direct effect of 
reducing agency revenues by approximately $9 million annually. He indicated that it is the 
opinion of the U.S. Department of Education that ISAC has exceeded its authority in requiring 
lenders to pay the remaining 50% of the Default Fee on behalf of the student as a condition of 
having their loans guaranteed. He indicated that by taking the requested action, it will have same 
financial result to ISAC, but it will now be left up to the lender as to whether or not they pay the 
remaining 50% of the Default Fee on behalf of the student.  
 
 Ms. Barker-Lee, General Counsel, indicated that the U.S. Department of Education felt 
this was an issue of compulsory versus voluntary. She stated that it will be up to ISAC to reach 
out to lenders to encourage them to share the financial burden, which would otherwise be passed 
on entirely to the student. 
 
 Mr. Vaught MOVED THAT the Commission approve the following resolution: 
 

“BE IT RESOLVED that for any new loans guaranteed by the Illinois Student 
Assistance Commission (ISAC) on or after December 1, 2007, the Commission approves 
the payment of 50% of the Federal Default Fee from the Student Loan Operating Fund 
(SLOF) for the 2007-2008 academic year.” 
 

 Mr. Daniels seconded the motion, which was approved unanimously. 
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Item 6. Institutional Application to Participate in ISAC Gift Assistance Programs  
Methodist College of Nursing  
 
 Ms. Peterson noted that the institution, as the Methodist Medical Center School of 
Nursing, had previously participated in the Monetary Award Program (MAP), from 1984-85 
through the 2003-04 academic year. At that time, she explained, the school changed its 
curriculum to offer a bachelor of science degree in nursing, and became subject to oversight by, 
and sought accreditation from, a different accrediting body, the Higher Learning Commission 
(HLC) of the North Central Association, and ceased its participation in MAP. Having now been 
granted candidate status from HLC, and having met the other requirements of agency rules, the 
institution, now operating as the Methodist College of Nursing, is again seeking to participate in 
the ISAC-administered gift assistance programs for which it is eligible. She then indicated David 
Peterson, Director of Student Services, was at the meeting to answer any specific questions the 
Commissioners may have concerning the College. 
 
 Mr. Daniels MOVED THAT the Commission approve the following resolution: 
 

“BE IT RESOLVED that the Commission approves the application of Methodist 
College of Nursing to participate in ISAC-administered gift assistance programs for 
which it is eligible, effective for the spring term of the 2007-2008 academic year, with 
payment of awards to be subject to available funding.” 
 

 Ms. Alpi seconded the motion, which was approved unanimously. 
 
 Chairman McNeil then asked that the Commission skip ahead to item 9, in order to 
complete the last action item on the agenda, before returning to items 7 and 8, both of which are 
discussion items.  
 
Item 9. Proposed Rules 
 
 Ms. Peterson indicated that the agency had been given administrative responsibility for a 
new program, the Veterans’ Home Nurse Loan Repayment Program, for which the agency has 
filed emergency rules. Since emergency rules are only in effect for 150 days, she explained, it is 
necessary to adopt permanent rules before they expire; therefore, proposed rules had been 
published concurrently with the emergency rules. Those proposed rules have now been through 
the public comment period, she noted, and no comments were received. As a result, the rules 
being brought before the Commission today contained no substantive changes from those initially 
published, and staff is seeking approval to submit the proposed rules to the Joint Committee on 
Administrative Rules for their review. Responding to a question from Chairman McNeil, Ms. 
Peterson confirmed that in developing these rules staff had relied on rules currently in place for 
similar programs, in order to provide as much consistency as possible among these programs. 
 
 Ms. Alpi MOVED THAT the Commission approve the following resolution: 
 

“BE IT RESOLVED that the Commission accepts the proposed rules for submission to 
the Joint Committee on Administrative Rules.” 
 
Mr. Daniels seconded the motion, which was approved unanimously. 
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Item 7. Changes in Affordability of a College Education for Dependent Students in Illinois, 
FY 1997 – FY 2007 
 
 Ms. Kleemann introduced the agenda item noting that this is an update to the FY2004 
affordability study focusing on changes in affordability for low to middle-income dependent 
students attending community colleges and public universities in Illinois.  She indicated that there 
are three primary components of affordability: cost, primarily tuition and fees; the student’s 
Expected Family Contribution (EFC); and, the student’s eligibility for need-based State and 
federal grant aid, such as MAP and Pell Grants. Affordability is measured by comparing the 
difference between the student’s costs and their resources in the form of EFC and grants, and 
calculating the remaining need. 
 

Continuing, Ms. Kleemann highlighted that since 2002, tuition and fees at public 
universities have increased by 65% and at community colleges it has increased by 42% and at the 
same time, increases in family income levels have not been keeping pace. Since 2002, the average 
family income for the first quintile increased 17% and the second income quintile family income 
increased 14%. In summary, she noted, over the last five years, the modest increases in resources 
in the form of Expected Family Contribution and need-based grant aid paled in comparison to the 
dramatic increases in college costs. As a result, students in families from the first and second 
quintiles showed significant increases in remaining need; in other words, college was less 
affordable for low to middle-income Illinois students at both community colleges and public 
universities. 
 
 Ms. Kleemann stated that in 2002, the maximum MAP award covered 100% of the 
tuition and fees at a community college and 100% on average at the public four-year institutions. 
Today however, she stated, it only covers 74% of the tuition and fees at a community college and 
58% on average at a public four institution, and much less at an institution like the University of 
Illinois. The 74% coverage at community colleges, she noted, is particularly alarming because 
students attending these institutions are the most price-sensitive. In response to a series of 
questions from Mr. Daniels, Ms. Kleemann discussed various factors affecting the price 
sensitivity of tuition rates at different types of institutions. 
 
 Chairman McNeil asked Ms. Kleemann if she was receiving all of the information needed 
for this type of analysis to be conducted. Ms. Kleemann noted that it is difficult to obtain 
information on the amount of institutional aid that is provided to students. Chairman McNeil 
stated that it is the goal of the Illinois Board of Higher Education (IBHE) to assist in compiling 
information from institutions for agencies such as ISAC to make funding decisions. In addition, 
he noted, it is important that students be able to get complete cost and resource information 
through sources such as ISAC so that they can make informed decisions. Mr. Davis echoed these 
concerns, noting that the higher education marketplace is one where the student suffers from a 
lack of balance in the amount of information made available, and this deficiency leads to an 
inefficient market. Enhancing the information made available to the student, he continued, is a 
useful, constructive and appropriate role for the agency. 
 
 Mr. Elmer Washington, attending as a representative of the Illinois Board of Higher 
Education, voiced his strong approval of the need to address this information imbalance, and 
pledged his support for IBHE working with institutions to improve the flow of information made 
available to students. Mr. Paul Frank of the Federation of Independent Illinois Colleges and 
Universities (FIICU) stated that the independent sector is very aware of the need for better 
information and intends to continue working in conjunction with ISAC and IBHE to provide that 
information. He noted that over 20 private Illinois institutions are already participating in a new 
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national web site, the University and College Accountability Network, which has a template of 
useful consumer-oriented information for students and parents.  
 
 Noting the significant amount of remaining need for second quintile families with 
students at public universities, Mr. Vaught asked Ms. Kleemann what was known about how the 
families were able to fill such a substantial gap. Ms. Kleemann indicated that in some cases, the 
family dips into assets, and in many cases, the students are working more and taking fewer 
classes, which ultimately extends the length of time they are in school. In other cases, she noted, 
students are increasingly relying on private loans, about which we have limited information, or in 
the case of students attending community colleges, some are paying for tuition with a credit card. 
And, unfortunately, she concluded, many families are unable to fill the gap of remaining need for 
an extended period of time, and the students ultimately leave school prior to completing their 
program. According to a longitudinal study currently being conducted on MAP recipients, Ms. 
Kleemann noted, over three-fourths of the respondents who had dropped out cited financial 
concerns as the primary reason why they had left school. Although the new Capstone Loan 
Program is a good start, she observed, at this point it only addresses those students going into 
their senior year and studies show that many students are struggling financially to reach their 
sophomore or junior years. 
 
 Chairman McNeil agreed that Capstone is the beginning of an approach to the problem, 
but that ultimately, the Commission’s goal is to be able to tell a student who works hard enough 
in high school to get into an Illinois public institution of their choice that we will make sure the 
student can attend. Responding to an observation by Ms. Alpi, Chairman McNeil stated that it is 
important to work to increase funding for grant aid, not only through MAP appropriations, but 
also through creative partnerships with private corporations and other interested entities. 
 
 Ms. Meegan Bassett of Women Employed commended the Commission for having this 
thoughtful and intelligent discussion on affordability. She offered the cooperation and support of 
her organization in addressing the critical issues discussed, both from the perspective of the 
resources available through need-based grant aid, as well as college costs. 
 
Item 8. Discussion of FY 2009 Grant Program Budget Issues 
 
 Ms. Kleemann introduced the next agenda item stating that this item provides 
background information about the budget for four grant programs administered by the agency: the 
Monetary Award Program (MAP), the Silas Purnell Illinois Incentive for Access (IIA) Program, 
the Illinois Veteran Grant (IVG) Program, and the Illinois National Guard (ING) Grant Program. 
She began by reviewing the estimated costs of various MAP formula improvements, as presented 
in Table 1 on page 8-5. In particular, she noted that the MAP formula has used 2003-04 tuition 
rates since FY2006, and that to incorporate projected 2008-09 tuition and fee rates into the 
formula would cost an estimated $58 million. However, she added, the recently-enacted federal 
College Cost Reduction and Access Act raised the maximum Pell Grant award to $4800, and 
since the Pell Grant is counted as a resource for the student, incorporating the 2008-09 Pell Grant 
table reduces the cost of incorporating 2008-09 tuition and fees to $40 million. While this cost is 
still substantial, taking advantage of the higher Pell Grant maximum will provide a unique 
opportunity to become current on tuition and fees, a concept supported by the ILASFAA formula 
advisory committee. Ms. Kleemann noted that while this would help students in lower income 
quintiles attending community colleges and public universities, it would not help students 
attending private universities, since the maximum award of $4,968 has not been raised since 
FY2002. 
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 She stated that the Silas Purnell Illinois Incentive for Access (IIA) continues to be funded 
at a minimum level, but schools would prefer that additional funding be used primarily for MAP. 
With regard to the IVG and ING programs, both programs are underfunded, and claims for later 
terms must be prorated. Ms. Kleemann stated that any funding shortfall in the IVG and ING fall 
directly on the institution the student is attending, since this is an entitlement program. In 
response to a question from Chairman McNeil, Ms. Kleemann confirmed that this burden falls 
unevenly among public institutions, and in particular, some community colleges are 
disproportionately impacted. It would cost an additional $2 million to fully fund ING, she noted, 
and a staggering $25 million additional to fully fund IVG. 
 
 Mr. Frank of FIICU reiterated the point that the MAP maximum award has been stagnant 
now for five fiscal years and is not keeping up with the cost of tuition, and that his organization 
hopes to continue working with ISAC and Women Employed to support legislation to increase 
the maximum award. 
  
 Seeing no further business to come before the Commission, Chairman McNeil asked for a 
motion to adjourn. 
 
 Mr. Daniels MOVED THAT the November 16, 2007 meeting of the Commission be 
adjourned. Ms. Alpi seconded the motion, which was approved unanimously. The meeting 
adjourned at 10:49 a.m. 
 
Respectfully submitted, 

 
Debora A. Calcara 
Secretary to the Commission 
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MINUTES OF A MEETING 
OF THE 

ILLINOIS STUDENT ASSISTANCE COMMISSION 
 

November 26, 2007 
 

Illinois Student Assistance Commission 
James R. Thompson Center 

100 W. Randolph St. 
Chicago, IL 

 
 
COMMISSIONERS PRESENT: Donald J. McNeil, Chair 
 Sharon Alpi 
 Dr. Mary Ann Louderback  

Hugh Van Voorst 
David Vaught 
 

COMMISSIONERS ABSENT: Dr. Lynda Andre 
 Warren Daniels, Jr. 
  
 
STAFF PRESENT: Andrew Davis, Executive Director 
 Kim Barker Lee, General Counsel 
 John Sinsheimer, CFO/Managing Director, Financial Products & Services 
 Debora Calcara, Commission Secretary 

 
PUBLIC ATTENDANCE: Meegan Bassett, Women Employed 
 Cynthia Doughty, Conlon Public Strategies 
 Joseph Starshak, Starshak, Winzenburg & Co. 
 Larry White, Chapman and Cutler 
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Item 1. Announcements 
 
 Chairman McNeil called the November 26, 2007 special meeting to order at 4:07 p.m. and asked that a 
roll call be taken, which established that a quorum was present. There being no additional announcements, 
attention moved immediately to the single action item on the agenda. 
 
Item 2. Waiver of Net Loan Rate Restriction 
 
 Mr. Davis began by explaining the purpose of this special meeting. Due to recent disruptions in the 
credit markets, he said, it has become necessary for the Commission to take action to amend certain specific 
provisions with regard to the Auction Rate Certificates (ARCs) issued under the 2002 Resolution. These 
provisions, he explained, govern the maximum rate of interest paid on the ARCs. One of the limiting factors on 
the maximum interest rate, called the Net Loan Rate Restriction, is commonly used in student loan transactions 
that use ARCs, one of the predominant types of debt instruments used in the student loan industry. Under 
normal market conditions, this restriction was not expected to be, and to date never had been, triggered. 
However, under the recent market conditions that had begun with the problems in the sub-prime mortgage 
market, certain interest rates that normally move together had begun to diverge dramatically, increasing the 
likelihood that this rate restriction would soon be triggered. He then asked Mr. Sinsheimer, the agency’s Chief 
Financial Officer, to further explain the situation and what action was being requested of the Commissioners. 
 
 Mr. Sinsheimer explained that the maximum interest rate on the ARCs issued under the 2002 
Resolution is limited to the lesser of the following three rates: the Maximum Auction Rate, defined as Libor 
plus 150 basis points, or 1.5%, currently about 6.5%; the Maximum Rate, which is the maximum legal rate that 
can be charged under law, which is 17%; or the Net Loan Rate Restriction. The Net Loan Rate Restriction is 
defined as the yield on the student loan portfolio inclusive of any payments from the Department of Education, 
minus all our costs other than interest. Because of the recent disruptions in the credit markets and the 
previously mentioned divergence of interest rates, he explained, the Net Loan Rate Restriction was about to be 
triggered.  
 
 The Net Loan Rate Restriction, Mr. Sinsheimer continued, was initially developed as a tool in order to 
achieve higher bond ratings on student loan issues. By providing a hypothetical cap on interest rates, the 
Restriction allowed cash flow projections run by the rating agencies when subjecting bond issues to a “stress 
test,” or worst-case scenario analysis, to be more positive, thus resulting in higher bond ratings. It was not 
anticipated by student loan industry financing experts that this rate cap would actually take effect, as it is about 
to do. The expected impact of triggering this Restriction, he explained, was to cause ARCs to bear a lower rate 
of interest than the fair market rate as determined through the auction process. While in the short-term, limiting 
the amount of interest paid by the agency appears to be a positive thing, in the long-run, it is actually quite 
damaging. By forcing the current holders of our bonds to be stuck with a lower-than-market rate of return, we 
save a few dollars now, but risk lasting damage to our reputation and credibility in the credit markets for future 
financings, and ultimately risk our bond rating and acceptance of future bonds in the financial marketplace. 
 
 Continuing, Mr. Sinsheimer explained that since similar provisions are common to ARC financings 
throughout the industry, the rating agencies, Fitch and Moody’s, were well aware of these unanticipated 
circumstances, and in discussions with major investment banks and issuers such as ISAC, had indicated their 
willingness to provide a temporary accommodation to allow the time necessary for a more appropriate long-
term solution to be worked out. This accommodation is a temporary 60-day waiver of the Net Loan Rate 
Restriction, and is contained in the “2007 Third Supplemental Resolution” to the 2002 Resolution, he noted, 
which is being brought before the Commission today for its consideration. 
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 Mr. Sinsheimer stated that staff is asking for the approval of this Supplemental Resolution, which will 
effectively cap the interest rate for the ARCs for the next 60 days at the Maximum Auction Rate, unless there is 
a bidder at the auction for a lower interest rate. 
 
 Responding to a question from Mr. Vaught, Mr. Sinsheimer indicated that agency has $885 million of 
ARCs outstanding, which are repriced every 28 days. Mr. Vaught then asked if we would be losing money at 
the higher rate permitted by the waiver contained in the Supplemental Resolution. Mr. Davis confirmed this 
fact, but noted that this would be for a temporary time period only, during which time a more permanent 
solution would be sought, and that the agency was in a position to afford this for the necessary period. 
Furthermore, he noted, various actions taken recently, including the sale of $3 billion in loans and the 
headcount reductions implemented, dramatically reduced the exposure of the agency to further losses. The 
bottom line, Mr. Davis said, was that staff was asking for the short-term flexibility of paying somewhat more 
interest over the next 60 days while a more lasting, fiscally responsible solution could be developed. 
 
 Mr. Vaught asked if these actions were necessary to protect the agency’s bond ratings, a question that 
was echoed by Ms. Alpi. Mr. Davis confirmed that the actions being requested were deemed to be the most 
responsible approach to protecting our bond ratings over the long term. Chairman McNeill asked what were the 
prospects for replacing the ARCs with a more appropriate financing vehicle, and Mr. Davis indicated that staff 
would be meeting the next day with its team of financial advisors to begin the process of developing a more 
secure long-term financial structure.  
 
 Chairman McNeil asked if there were any questions about Mr. Sinsheimer’s explanation of the effect 
of the amendment on the interest rate that could be paid. In response to questions from Mr. VanVoorst and Ms. 
Alpi, Mr. Sinsheimer gave some further background on the current level of some of the underlying interest 
rates, and how the spreads between these rates were tracking over time.  
 
 The Chairman then asked what the consequences would be if the Commission failed to approve the 
Supplemental Resolution today. Mr. Sinsheimer explained that at the next auction, in two days, bidders would 
be told that the amount of interest that could be paid would be capped, and that any remaining interest up to the 
market rate would be accrued, and may be paid at a later date. This would create a situation under which there 
would likely be no buyers for the paper, and the current holders would be stuck holding the paper at a below-
market rate of interest. In response to an observation by Mr. Vaught, Mr. Davis agreed that we would save a 
little cash in the short run, but risk longer-term damage to our reputation in the credit markets. 
 
 In response to a question from Ms. Louderback as to why the waiver was necessary for 60 days, 
Chairman McNeil stated that it would probably take that long, particularly during the holidays, to put even a 
short-term solution into effect. Mr. Davis agreed that this seemed more efficient than needing to reconvene the 
Commission at 30-day intervals perhaps, until a fix was in place, and promised to provide status reports to the 
Commission on the progress that was being made until such a solution was in place. Ms. Alpi echoed remarks 
of Ms. Louderback that it was important to keep on task during this period, and urged any Commissioners that 
did not fully understand the context of the action requested to bring those concerns forward at this time. 
 
 In response to questions from Mr. VanVoorst, Chairman McNeil and Ms. Alpi both provided some 
further explanation and background regarding some of the unusual disruptions currently being experienced in 
the credit markets. 
 
 Ms. Louderback questioned why in Section 2.2 of the Supplemental Resolution additional authority 
had been delegated to the Chairman and Executive Director to approve additional actions and amendments 
until May 26, 2008, if the waiver was only for 60 days. Ms. Lee replied that while discussions with Moody’s 
and Fitch might be largely taken care of within 60 days, it might be necessary to take additional actions after 
that date and this delegation of authority would allow staff the flexibility to take care of things without the 
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necessity of having to call an emergency Commission meeting. Ms. Louderback reiterated her concern that 
staff report back regularly and that the Commission provide the necessary oversight to keep the project on 
track, and therefore, she wasn’t comfortable extending the delegation of authority out that far at this time. 
 
 Chairman McNeil indicated that he was comfortable maintaining the delegation of authority until May 
26, 2008 because the next regularly scheduled Commission Meeting in January would fall before the expiration 
of the original 60 day period. Following regular progress reports to the Commission by staff after 30 days and 
again at the Commission Meeting, the Commission could decide if it was comfortable maintaining that 
delegation of authority. This approach, he observed, struck an appropriate balance between giving staff the 
necessary flexibility they needed to get their jobs done, while maintaining the appropriate level of Commission 
oversight. 
 
 Ms. Alpi MOVED THAT the Commission approve the “2007 Third Supplemental Resolution 
Providing for the Amendment of Certain Prior Supplemental Resolutions Relating to the 2002 Resolution 
Authorizing the Issue of Student Loan Revenue Bonds and Other Obligations of the Illinois Student Assistance 
Commission, Adopted July 29, 2002, as Supplemented and Amended,” as presented in the Agenda Book. 
 
 Mr. Vaught seconded the motion, which was approved unanimously via roll call vote. 
 
 Dr. Louderback MOVED THAT the November 26, 2007 special meeting of the Commission be 
adjourned. Mr. Vaught seconded the motion, which was unanimously approved, and the meeting was 
adjourned at 4:47 p.m. 
 
Respectfully submitted, 

 
Debora A. Calcara 
Secretary to the Commission 
 


