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CHAPTER / ~} /,-' LA" ''Ilr' (" L ,., J 19 /. ';i""- -_ .. ;'.,,' j i, J UI 1'\.. .~ 

APPROVED /7 /; i,/.-. c-.­
[SECOND oFFlcI'A'L'COPYtnDPRINTJ 

ASSEMBLY, No. 598 

STATE OF NEW JERSEY
 
• 

INTRODUCED MARCH 10, 1969 

By Assemblymen EWING, McDONOUGH, rrODD, COURY, HAELIG, 

KEAN, KALTENBACHER, RINALDI, DENNIS, \¥ILSON, 

FIORE, WILENTZ and OWENS 

Referred to Committee on Education 

AN ACT concerning the higher education assistance authority law, 

and amending' sections JSA :72-2, 18A :72-3, 18A :72-8, 

~""18A :72-.9,"" 18A :72-1U, 18A :72-12, 18A :72-15 ""''[and]*'; "'*\*" 
18A :72-16 "'*ond 18A :72-17"" of the Now .Tenwy Statutes, and 

supplementing chapter 72 of rritle 18A of the New Jersey 

Statutes. 

BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Section 18A :72-2 of the New Jersey Statutes IS amended to 

2 read as follows: 

3 18A :72-2~. Terms defined. 

4 As used in this chapter, unless the context indicates another or 

5 different meaning, the following words shall have the following 

6 meanmgs : 

7 "Authority" means the higher education assistance authority 

8 created by tlJis chapter, "or any board, body, commission, depart­

8A ment or officer succeeding to the principal fnnettons the1'eof or to 

BB whom the powers conferred upon the u/ttllor-ity by this chapter 

8c shall be gi1.Jen by law," 

8D *" Bond" m.eans bonds or notes of the authority issued lJ1lrsnant 

8E to this chapter.* 

9 ["Bank"]" Lender" includes ;,«<;'the authority o11d u any 

10 financial institution authorized to make loans under section 

lOA 18A :72-9,
 

11 "Fund" means higher education assistance fund~'[.]* *'.;~
 

llA *" Other eligible instit1dion" means a business or trade school,
 

llB or technical 'institution or other technical or l'ocational school, in 

Hc any Sta,te 'Which (1) admits as rcrJ1dar stl'dwnt8 on}1! 17ersons who 

EXPJ.ANATION-Matter enclosed in bold-faced brackets [thus] in the above bill 
ie not enacted and is intended to be omitted in the law. 



lID hare completed or lcft elementary or seconrlw',Ij school and jel/() 

lIE have the ability to benefit fronl the training offered by such 'insldu­

UF lion,. (2) is le,qally outh01'i;::cd to IJrovide, and provides within tho t 

llG State, (l program of post-secondary 1,oocational or iechniral ed1/ca­

l1H tion designed to lit indiriduals /01' Jlseful C'.mploylnC'.nt in recoq­

III nized ou'upations: (3) hes bp(,11 specially accrprli!ed by the Pedenil 

11.J Commissioner of Education or by ({n accr('rhtinq agcncy f'pcogniz'ed 

11K by him or has been IIpprol'ed by the authority.*:' 

12 "Post-secondary nondegree institution of higher ednca tion" 

13 means a county. college or a junior college licensed or approved by 

14 the Department of Higher Education, operated in accordance with 

15 rules and regulations of the Board of Higher Education or a trade 

16 or business school othenvise licensed or approved and operated and 

17 requiring a high school diploma or its equivalent for admission 

18 and offering a course or courses of study with a minimum length of 

19 2 academic years and of not less than 1,800 hours in anyone or 

20 more of the following fields: 

21 A. Accounting and finance, 

22 B. Airframe and power plant mechanics, 

22A C. Automotive mechanics, 

23 D. CommerciaI art, 

24 E. Drafting and design technology (aeronautical, architectural, 

25 electronic, mechanical, structural, tool and die), 

26 F. Economic engineering, 

27 G. Electronics, 

28 H. Fashion and textile design, 

29 I. Higher accounting and business administration, 

30 J. Industrial management technology, 

31 K. Medical and X-ray technology, 

32 L. Metallurgical technology, 

33 M. Secretarial (administrative, executive, legal, medical, data 

34 processing), 

35 N. Terminal courses or college credit transfer courses in liberal 

36 arts and sciences. 

1 2. Section 18A :72-3 of the New .Jersey Statutes IS amended to 

:2 read as follows: 

3 18A :72~3. E~ducation assistance authority created. 

4 There is hereby created in the Department of Higber Education 

5 the Higher Education Assistance Authority, which shall be a body 

6 corporate and politic, with corporate succession. The authority 

7 shull constdute *"Ia political subdivision of the State established 

8 os]*" on i1l.c;tri!m,entolity *"':'oj' the State"":' exen:isi'l'l/} public and 

~ essential gouermnc1dal function8, and the e;x;ercise by the authority 
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10 of the powers conferred by this chapter shall be deemed and held 

11 to be an essential governmental function of the State. 

1 3. Section 18A :72--8 of the New Jersey Statutes is amended to 

2 read as follows: 

3 18A :72-8. Higher education assistance fund.
 

4
 The authority shall have such capital from time to time as shall 

5 be appropriated to it for that purpose by the Legislature of the 

6 State of New J erser, 01' ~,,, (a) ** as shall be contributed to it from 

7 private sources, to be used for the purposes of this chapter, or 

8 **(b) as shall be received by the authority** from the sale of its 

SA bonds os pr01,iden by lau'. or ~"(c) as sholl I)e loaned to the author­

8£ ity by any other' agency Or ulltliMitl} of the Stotc, M' (d) os shoU be 

8c r('cc,i1:erl by the authority from:" "'"'[by] ,',', lhe resole of notes evi­

9 dencing approved loans made pursuant to this chapter, purchased 

10 Or otherwise acquired by -it as pro'Uided by laU', "*01' (e) as shall be 

lOA received by the authority from the resale of ds participat'ion notes 

lOB in upproved loans made pursuant to O+1:s chapte'r, or (f) as shall be 

10c reCei1)ed by the authority from the 'I'(~p(/yment 0/ approved loans 

lOD 1nade pmsuant to this ehapter."'* ~''''[and the]U '~·The'x,,~ capital 

11 and allr8venues of the authority shall be held in trust in a "higher 

12 education assistance fund" to meet the obligations of the authority 

13 incurred under this chapter, but any amount of the fund in excess 

14 of the total amount of guaranteed or insured loans outstanding at 

15 any time shall be subject to sueh disposition as may be provided by 

16 law, and any amounts from the fund which the authority determines 

17 are not needed for its current operations shall be invested and 1'e­

18 invested by the State Treasurer in such obligations as are legal in­

19 vestments for savings banks of this State,. All paynwnts from the 

20 fund shall be made by the State Treasurer upon voucht rs signed by 

21 s1fch person or persons as are designated by the authority. A certi­

22 ;fied copy of a resol'ution of the authority, attested by its chm:rman 

23 or vice-chairman, and bearinq the specimen signatures of the per­

24 son or persons so designated, shall be filed with the 8tate Treasure?' 

25 as his authority for making payments out of' the fund. 

1 *"'4. "'~ection 18A :72-9 of the N PIO Jwrsey Statutes is amended to 

2 reod as follows: 

J 18A :72-9. Those authorized to make loans. 

-1: 'the uuthor'ity, or any fi1w1?cial or c1-edit il1stituh'on (including 

;) aninsu:rance cornpany) which is sub:iect to the examination and 

(j supervision of the Deportment of Banking and Insurance of this 

7 8tate or by an agency of flu; United 8tates, any Federal credit 

8 union, and' any national bank organizerlllnder the acts of Congress 

D of the United States and doing business in this State and any Fed­
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10 eral savings and loan association having its principal office in New 

11 J erseymay make 1oanswnd er this chapter pursuant to sttch rules 

12 not inconsistent with this chapter and by the use of Sttch for'n~s, as 

13 the mdhGr'ity shall pt'escribe."'* 

1 '~'~[4.T'* "'*5.'''''''' Section 18A:72-10 of the New Jersey Statutes is 

2 amended to read as follows: 

3 18A :72-10. Powers of authority. 

4 The authority shall have the following powers: 

.) (1) To ·""111al.'e lowns to pc'rsons Or to U assist in the placing of 

6 loans to persons, who <Ire residents of this State, and 

GA who are attc>ndil1g and a 1'8 III good standing in, 01' WllO plan 

7 to attend, ally qualified institution of collegiate grade, 

8 located in this State 01' elsewhere, which is approved by any re­

g gional accrediting' association recognized by the national commis­

10 SlOn on accreditln~> or ,lpprovec1 by the Board of Higher Educa­

11 hon' ,'x, '[01']* any qualitipd post-secondary nondegree institution 

12 of higher education, located in this State or elsewhere, ~'or any 

13 other elig'ible 'institution,'''' in order to assist them in meeting their 

14 expenser-; of higher education, and to guarantee such loans upon 

15 such terms amI conditions ~l~, the authority may prescribe, but no 

16 loan 01' loans shall be' ""x'm((rle,"":' placed or guaranteed by the au­

17 thority for nny SUell pnSOlI to an amount in excess of $1,500.00 for 

1 fA nny Sc11001 yl',ll', nol' to a total amount in excess of $7,500.00. 

18 For the purposes of this section, a qualified institution of col­

19 legiate grade shall be deemed to include a school of professional 

20 nursing accredited or approved by the New Jersey Board of Nurs­

21 ing, and a qualified post-secondary nondegree institution of higher 

22 education located outside the StaJte shall mean and include any such 

23 institution offering courses in one or more of the fields enumerated, 

24 and meet the admission standards set forth in N. J. S. 18A:72-2. 

25 (2) To adopt rules not inconsistent with law governing' the appli ­

26 cation for and the guarantee of loans made by the authority and 

27 governing any other matters related to its activities. 

28 (3) ']'0 buy and sell approved notes evidencing loans made ttnder 

:2D this ch({pt(''('~'''', and to !J1I1j (/I/(! sell paTt'lcipat'ion.s in approved notes 

:29..\. l1/ade 'jJursu(('1d to this ch({j}ter~"'.
 

30 (4) Prom time to time £0 issue its negotiable bonds and bond
 

:;1 anticipation notes for the purpose of providing /tmds "'*(a) to make 

:32 lOI!1~s in ((ccordallce luith t'hp. j)rovisions of su.bsection (1) of this 

:33 sectio1l,. (b r* to jJz.rrchuse /10111 lenders approved notes or partici­

34 paiions in approved notes as lH'ovided by law'jH'[, and]H' *'if; and 

34A (c}*"" for the refunding of outstanding bonds. 
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35 [(3)] (5) To perform any other acts which may be deemed neces­

36 sary or appropriate to carry out the objects and purposes of this 

37 chapter. 

1 **[5.]u ,:n'6.':a Limitations on issue of bonds and bond anticipa­

1A tion notes. 

2 The Higher Education Assistance Authority shall not issue any 

3 bonds or bond anticipation notes as authorized by the Higher 

4 Education Assistance Authority Law (Title 18A, chapter 72 of 

5 the New Jersey Statutes) if, at the time of such issue, the aggre­

6 gate principal amount owing on all outstanding bonds and bond 

7 anticipation notes of the authority exceeds, or the issuance of such 

8 bonds or bond anticipation notes would cause such aggregate prin­

9 cipal amount so owing to exceed 757'0 of the aggregate principal 

10 amount- owing on all unpaid approved notes evidencing loans made 

11 pursuant to the Higher Education Assistance Authority Law. Bond 

12 anticipation notes may be renewed from time to time, but the maxi­

13 mum maturity of any such note, including renewals thereof, shall 

14 not exceed 5 years from the date of issue of the original note. 

15 Such notes shall be paid from any revenues or other moneys of 

16 the authority available therefor and not otherwise pledged, or from 

17 the proceeds of sale of the bonds of the authority in anticipation 

18 of which they were issued. The notes shall be issued in the same 

19 manner as the bonds, and the resoluti'on or resolutions authorizing 

20 them may contain any provisions, conditions or limitations which 

21 a bond resolution of the authority may contain. 

1 ,x'~'[6.1H' ""'7.'/'" Bonds and bond anticipation notes: general pro-

IA VISIons. 

2 Except as may otherwise be expressly provided by the Higher 

3 Education Assistance Authority, every issue of its bonds or notes 

4 shall be general obligations of the authority payable from any 

5 revenues or moneys of the authority, subject only to any agree­

6 ments with the holders of particular bonds or notes pledging any 

7 particular revenues or moneys. N otwitbstanding that bonds and 

8 notes may be payable from a special fund, they shall be fully 

9 negotiable within the meaning of Title 12A, the Uniform Commer­

10 cial Code, of New Jersey Statutes, subject only to the provisions 

11 of the bonds and notes for registration. The bonds may be issued 

12 as serial bonds or as term bonds, or the authority, in its discretion, 

13 may issue bonds of both types. The bonds shall be authorized 

14 by resolution of the members of the authority and shall bear such 

15 date or dates, mature at such time or times, not exceeding' 25 years 

16 fro"m their respective dates, bear interest at such rate or rates, not 
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17 exceeding 7% per annum, be payable at such time or times, be in 

18 such denominations, be in such form, either coupon or registered, 

19 carry such registration privileges, be executed in such manner, 

20 be payable in lawful money ofllie United States of America at 

21 such place or places, and be subject to such terms of redemption, 

22 as such resolution or resolutions may provide. The bonds or notes 

2'3 may be sold at public or private sale for such price or prices as 

24 the authority shall determine. Pending preparation of the defini­

25 tive bonds, the authority may issue interim receipts or certificates 

26 which shall be exchanged for such definitive bonds. 

1 "*[7.]** ~'*8. ** Bond resolutions. 

2 Any resolution or resolutions of the Higher Education Assist ­

3 ance Authority authorizing any bonds or any issue of bonds may 

4 contain provisions, which shall be a part of the contract with the 

5 holders of the bonds to be authorized as to: 

6 (1) The pledging of all or any part of the revenues of the author­

7 ity; 

8 (2) The use and disposition of the revenues; 

9 (3) The setting aside of reserves or sinking funds, and the regu­

10 lation and disposition thereof; 

11 (4) Limitations "on the issuance of additional bonds, the terms 

12 upon which additional bonds may be issued and secured and the 

13 refunding of outstanding bonds; 

14 (5) The procedure, if any, by which the terms of any contract 

14A with bondholders may be amended or abrogated, the amount of 

15 bonds the holders of which must consent thereto, and the manner in 

Hi which such consent may be given; 

17 (6) Limitations on the purpose to which the proceeds of sale 

18 of any issue of bonds then or thereafter to be issued may be applied 

19 and pledging such proceeds to secure the payment of the bonds 

20 or any issue of the bonds; and 

21 (7) Defining the acts or omissions to act which shall constitute a 

22 default in the duties of the authority to holders of its obligations 

23 and providing the rights and remedies of such holders in the event 

24 of a default. 

1 "'~'[8.]*'x, 'H'g,"";;' Ppl'sonalliahility on bonds and notes. 

2 Neither the members of the Higher Education Assistance Au­

3 thority nor any person executing' bonds or notes issued hy it shall 

4 be liable personally on such bonds or notes or be subject to any 

5 personal liability or accountability by reason of the issuance 

6 thereof. 
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1 **[9.]''''~ *"'10. U Purchase by anthority of bonds and notes. 

2 The Higher Edueation Assistance Authority shall have power 

3 out of any funds available therefor to purehase its bonds or notes. 

4 rrhe authority may hold, pledge, cancel or resell such bonds, subject 

5 to and in accordance with agreements with bondholders. 

1 ;;"'[10.]*';' ;;"x'l1.'::'* Security fol' honds. 

2 In the discretion of the Higher ]~ducation Assistance Authority, 

3 any bonds issued by it may be secured by a trust agreement be­

4 tween the authority and a qualified bank as defined in section 1 

5 of The Banking Act of 1948 (P. L. 1948, c. 67). The trust agTee­

6 ment or resolution providing for tlle issuance of such bonds may 

7 contain such provisions fOT protecting and enforcing the rigbts and 

8 remedies of the bondholders as may be reasonable and proper and 

9 not in viol~tion of law, including particularly those provisions 

10 authorized to be included in any resolution or resolutions of the 

11 authority authorizing bonds. Any banking institution, as defined 

12 in section 1 of The Banking Act of 1948 (P. L. 1948, c. 67) may 

13 act as depositary of the proceeds of bonds 01' of revenues or other 

14 moneys and may furnish such indemnifying bonds or pledge such 

15 securities as may be required by the authority. Any such trust 

16 agreement may set forth the rights and remedies of the bondbold­

17 ers and of the trustee or trustees, and may restrict the individual 

18 right of action by bondholders. In addition to the foregoing, any 

19 such trust agreement or resolution may contain such other provi­

20 sions as the authority may deem reasonable and proper for the 

21 security of the bondholders. 

1 ;;'*[11.]""::' ':'~'12."'* T-liability fol' payment of bonds. 

2 Bonds issued pursuant to N. J. S. 18A :72-10 shall not be deemed 

3 to constitute a debt or liability of the State or of any political 

4 subdivision thereof or a pledge of the faith and credit of the State 

5 or of any such political subdivision, but shall be payable solely from 

6 the funds herein provided. All such uonds shall contain 011 the face 

7 thereof a statement to tlle eiTect that neither the State of New 

8 Jersey nor the Higher Education Assistance Authority shall be 

9 obligated to pay the same 01' the interest thereon except from rev­

10 enues or other moneys of the authority and that neither the faith 

11 and credit nor the taxing power of the State of New Jersey or 

12 of any political subdivision thereof is pledged to the payment of 

13 the principal of or the interest 011 such bonds. The issuance of 

14 bonds under tlle provisions of this chapter shall not directly or 

15 indirectly or contingently obligate the State or any political sub­

16 division thereof to levy or to pledge any form of taxation whatever 

17 therefor. 



s 
1 **[12.]U' H'13.*'~ Rights of bondholders. 

2 Any holder. of bonds issued by the Higher Education A~sistallce 

3 Authority pursuant to N. J. S. 18A :72~1O, or any of the coupons 

4 appertaining thereto, and the trustee or trustees under any trust 

5 agreement, except to the extent the rights herein given may be 

6 restricted by any resolution authorizing the issuance of, or any 

7 suoh trust agreement securing, such bonds, may, either at law or 

8 in equity, by suit, action or other proceedings, protect and enforce 

9 any and all rights under the laws of the State or granted hereunder 

10 or under such resolution or trust agTeement, and may enforce and 

11 compel the performance of all duties required by this act or by such 

12 resolution or trust agreement to be performed by the authority or 

13 by any officer, employee or agent thereof. 

1 **[13.]* x' u14. ** Refunding bonds. 

1A (1) The Higher Education Assistance Authority shall have 

2 power to issue bonds for the purpose of refunding any of its bonds 

3 then outstanding, including the payment of any redemption pre­

4 mium thereon and any interest accrued or to accrue to the earliest 

5 or subsequent date of redemption, purchase or maturity of such 

6 bonds. 

7 (2) The proceeds of bO.~lds issued for the purpose of refunding 

8 outstanding bonds may, in the discretion of the authority, be ap­

9 plied to the purchase or retirement at maturity or redemption of 

10 outstanding bonds either on their earliest or any subsequent re­

11 demption date or upon the purchase or at the maturity thereof 

12 and may, pending such application, be placed in escrow to be ap­

13 plied to such purchase or retirement at maturity or redemption 

14 on such date as may be determined by the authority. Any such 

15 escrowed proceeds, pending such usc, may be invested and rein­

16 vested in obligations of or guaranteed by the United .states of 

17 America, or in certificates of deposit or time deposits secured by 

18 obligations of or guaranteed by the United States of America, 

19 maturing at such time or times as shall be appropriate to assure 

20 the prompt payment, as to principal, interest and redemption pre­

21 mium, if any, of the outstanding bonds to be so refunded. The 

22 interest, income and profits, if any, earned or realized on any such 

23 investment may also be applied to the payment of the outstanding­

24 bonds to be so refunded. After the terms of the escrow have been 

25 fully satisfied and carried out, any balance of such proceeds and 

26 interest, income and profits, if any, earned or realized on the invest­

21 ments thereof may be returned to the authority for use by it in any 

28 lawful manner. All such bonds shall be subject to the provisions 
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29 of this act in the same manner and to the same extent as other 

30 bonds issued pursuant to this act and N. J. S. 18A :72-10. 

1 **[14.]** ""*15.** Bonds as legal investments. 

2 Bonds and notes issued by the Higher Education Assistance Au­

3 thority under the provisions of this act and of N. J. S. 18A :72-10, 

4 are hereby made securities in which the State and all political sub­

5 divisions of the State, their officers, boards, commissions, depart­

6 ments or other agencies, banks, savings banks, savings and loan 

7 associations, investment companies, all insurance companies, insur­

8 ance associations and all administrators, executors, guardians, 

9 trustees and other fiduciaries, and all other persons whatsoever 

10 who now are or may hereafter be authorized to invest in bonds 

11 or other obligations of the State, may properly and legally invest 

12 any funds, inGluding capital belonging to them or within their con­

13 trol; and said bonds, notes or other securities or obligations are 

14 hereby made securities which may properly and legally be deposited 

15 with and received by any State or municipal officers or agency of 

16 the State for any purpose for which the deposit of bonds or other 

17 obligations of the State is now or may hereafter be authorized by 

18 law. 

1 *"[15.T'* **Hi.** Further authorization for bonds. 

2 Bonds may be issued by the Higher Education Assistance Au-. 

3 thority under the provisions of this act and of N. J. S. 18A :72-10 

4 without obtaining the consent of any department, division, com­

5 mission, board, bureau, agency or officer of the State, and without 

6 any other proceedings or the happening of any other conditions or 

7 things than those procedings, conditions and things wheich are 

8 specifically required by tbis act. 

1 **[16.]** *~17.** Pledge of State. 

1A The State of New Jersey does pledge to and agree with the 

2 holders of the bonds, notes and other obligatio;ns issued pursuant 

3 to authority contained in this act and N. J. S. lSA :72-10, that the 

4 State will not limit the power and obligation of the Higher J!~duca­

5 tion Assistance Authority to fulfill the terms of any agreements 

6 made with the holders of bonds so issued, or in any way impair 

7 the rights or remedies of the holders of such bonds until the bonds, 

8 together with interest thereon, are fully paid and discharged. The 

9 authority as a public body corporate and politic shall have the right 

10 to include the pledge herein made in its bonds and contracts. 

1 **[!7.]~'* **18.** Section 18A :72-12 of the New Jersey Statutes 

2 is amended to read as follows: 
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3 18A :72-12. Approval and granting of loan; incentive fees. 

4 (1) Upon approval by the authority of a loan application, any 

[bank] lender may make the loan as approved and upon the terms 

6 and conditions required under this chapter, but no moneys shall 

7 be advanced or paid under any such loan until the applicant shall 

8 have satisfied the authority*"'[,]** and ** ,unless the authority is 

9, . the lender,** the authority shall have certified to the [bank] 

9A lender u , U that the applicant has been admitted to, or 

is in regular attendance and in good standing at a qualified insti ­

II tution of collegiate grade approved by any regional accrediting as­

12 sociation recognized by the national commission on accrediting or 

13 approved by the Board of Higher Education'" / ,x'[or]* a qualified 

14 post-secondary nondegree institution of higher education ~'or any 

other eligible institution"'. Any [bank] lender making a loan shall 

16 co-operate with the authority in supervising the use of credit in 

16A accordance with its purposes. 

17 (2) Notwithstanding the provisions of section 18A:72-11 or of 

18 subsection 1 of this section, the authority may approve a loan for 

19 the purposes of this chapter after it has been made by a lender and 

the proceeds thereof disbursed by the lender for the purposes of 

21 this chapter, prov,i,ded such loan would have been approved by the 

22-23 authority had prior application been made therefor p1.trsuant to 

24 section 18A :72-11. A loan which is so approved after it has been 

made shall, from the time of its approval, be treated for all pur­

26 poses of this chapter in the same manner as if such loan had been 

27 applied for and approved by the authority prior to its making, and 

28 the lender making such -loan shall have the same rights under this 

29 chapter in respect to such loan as it would have had if the loan had 

been applied for and approved by the authority prior to its 11taking. 

31 (3) As an incentive to lenders to make loans 'under this chapter, 

82 the authority nwy, by ""'[rule]'u oH'resolution of the members 

33 thereof, '*,~ provide for the payment to lenders, of an incentive fee~'" 

34 **solely with respect to loans made, placed or guaranteed after 

August 1,1969, which incentive fee shall be computed*~' on anyone 

::36 of the following bases: (i) a single fee at the rate not exceeding 

;37 1/2 of 1% computed on the amount of each such loan for the period 

;18 from the making of S1tch loan, to the "'[anticipated]* date *[of]'" 

39 repayment *[the'reof];~ *begins"; or (ii) a single fee not to exceed 

$25.00 *Uor each loan madel" '~per borrower, per academic year*; 

41 or (iii) such other form and amount of incentive fee as shall be fixed 

4-2 from time to tirrw by mle of the authority. '*[The author'ity shall 

43 have power to define" anticipated date of repayment" a,s used in 

44 this section.]* 
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1 **[18.]** **19.** Section 18A:72-15 of the New Jersey Statutes 

2 is amended to read as follows: 

3 18A :72--15. Extension and refinancing of loans. 

4 Any loan made under this chapter may be extended or refinanced 

5 in the discretion of the [bank] lender without affecting the obliga­

6 tion of the authority hereunder for such period and under such 

7 terms as shall be prescribed by the rules of the authority, and any 

8 loan may be reduced at any time at the option of the borrower. 

1 **[19.]** **20.** Section 18A:72-16 of the New Jersey Statutes 

2 is amended to read as follows: 

3 18A :72-16. Purchase of notes [in default.]; participations. 

4 (1) 'Whenever any approved note shall be in default to any 

5 [bank] lender for 30 days after the date of maturity thereof, or 

6 whenever any installment thereon is more than 120 days in arrears 

7 for loans on monthly installment payments and 180 days in arrears 

8 for loans with less frequent payments, or upon the death or total 

9 and permanent disability of the bor:r:.~nver, the authority shall, upon 

10 the demand of the [bank] lender, purchase from said [bank] 

11 lender such note by paying to said [bank] lender out of the reserve 

12 fund the total amount of principal and interest then due and owing 

13 to said [bank] lender on said note, as herein provided. 

14 (2) '**(a)** Whenever the aggregate of the principal balances 

15 owing on all approved notes held by a lendpr which is a banking in­

15A stitution as defined in section 1 of The Banking Act of 1948 (P. L. 

16 1948, c. 0'7) is in excess of 1/2 of 1% of the deposits of such banking 

17 institution as of the most recent call date for which published 

18 figures are available, and whenever the aggregate of the principal 

19 balances owing on all approved notes held by a lender which is an 

20 association as defined in section 5 of the Savings and Loan Act 

21 (196'3) (P. L. 196'3, c.144) is in excess of 1/2 of 1% of the: savings 

22 accounts of such association as shou:n in the association's most re­

23 cent lJUblished statement, and whenever' the aggregate of the princ-i­

24 pal balances Olcing on all. approved notes held by a lender which is a 

25 financial or credit inst-itut'ion other than a bankinginst-itution or an 

26 association, -is in excess of such sum, expressed in dollars or a per­

27 centage, as the a1.tthority shall by rule prescribe, the authority shall, 

28 at the written request of such lender purchase from such lender 

29 appro'vell notes the u11p(f-irl aggregate principal balances of which 

30 ~"X[at least equal the (1-;no-/(,nt of such excess]** """are in excess of 

30A such sum or percentage""x,. In lieu of p1trchasing such ap­

31 proved notes, the authority may, at its option, purchase a partici­
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32 pation in approved notes, to the extent of at least 800;0 of the 

33 amount of such excess. In purchasing approved notes, or in pur­

34 chasing a particilJation in approved notes, the authority shall pay 

35 therefor an amownt equal to or based upon the aggregate principal 

36 amount owing on the notes so purchased or participated in plus 

37 unpaid interest to the date of s1lCh purchase or participation. 

38 Where the amount of such excess in respect to anyone lender is 

39 more than $50,000.00, the authority shall have the r£ght to restrict 

40 its purchase or participation to even multiples of $50,000.00. The 

41 authority may, in ,its discretion, decline to make more than one 

42 purchase of appro'ued notes in any 3-month period from anyone 

43 lender. l 'he authority shall have power to contract with a lender 

44 for the servicing of appro'ucd notes which are purchased or partici­

45 pated in by it, and for the compensation to be retained by the lende1' 

46 out of the payments of 'interest or principal, or both, received by 

47 Sitch lender in connection with approved notes purchased by or 

48 participated in by the author'ity. 

49 ',"X(b) Notwithstanrl1"nq the provisions of s1lbsection (2) (a) of 

50 t his section: 

51 (1) the IIltfhordy shaTI be under no obligat'ion to, but may in 

its discretion, JJurchase ulJproved notes, or any participation 

;')3 I herein, which were lnar!e, placed or guaranteed on OT before 

;')4 August 3, 19(j8; 

55 (2) no appro'red notes, 11M any participation therein, shall 

3G be purchased by the authority from any lender unless such 

,')7 lender, as a condition precedent to any s'uch purchase, shall 

58 agree to use that portion of any moneys to be paid to such 

59 lender incident to sllch purchase which represents the aggre­

60 gate principal amount of such notes or participation therein 

(jl for the purpose of JJla7('i'llg loans authorized under this chapter; 

62 (,']) the lIuthOl'ity is hereby authorized,by resolution of the 

63 mernbers thereof, from time to ti1r~e to suspend or terminate 

64; and renew ds obligatl:o'fL to purchase approved notes or par­

Go ticipation therein pH rswmt to subsection (2) (a) of this sec­

66 tion; pro'uided, however, that any resolution of the authority 

Gi' suspcwling or tel'Jninatinq its obligation to purchase approved 

68 notes or lJarticipations the'rein shall be effective only as to 

G9 
,0 

({pproved notes made, placed or guaranteed subsequent to the 

close of the fifth business day following the adoption of such 

71 resol~tfion.",,', 

1 "";'21. Sed'ion 18A:?217! of the New Jersey Statutes is amended 

2 to I'ead as follows: 

3 18A :72-17. Reserve f1md,. minimum amount. 
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4 The sum total of all reserve funds set aside by the authority in 

oJ accordance with the provisions of this chapter, other than mo'neys 

6 held in the New Jersey Higher Educational Assistance Capital 

7 Reserve Fund, together with such amount (/S the authority may set 

8 aside, out of the rund, to 'meet the payment by the authority of ap­

a proved notes submitted to it for pnrchase in accordance with the 

10 pr'ovisions of section 18A :72-16' (1), sfwll ,in no event be less than 

11 $6,000,000.00 minus the unpaid balance of notes purchased during 

12 the preceding 12 months or the encumbered reserves required to 

13 be maintained on all approved loans from time to tirne outstanding 

14 that were approved pr'ior to the ejlective date of this act, wh'ichever 

15 is greater. 

16 The a1dhority shall annually, on or before September 15, ascer­

17 tain and deter?nine, (a) an amount necessary to increase the esti­

18 mated net balance of the fund as of J'une 30 of the next ensuing 

19 fiscal year to $6,000,000.00 and (b) an amount necessary to meet 

20 the estimated disbursements to be made by the authority in accord­

21 ance with the provisions of section 18.£1 :72-16 (1) during the next 

22 enswing fiscal year less the estimated revenLle of the authority dur­

23 ing the next ensuing fiscal year. The chancellor on r'ecommendation 

24 of the authority shall certify to the Governor the amount so de­

25 termined, in the form prescribed by P. L. 194·i, chapter 112, and the 

26 greater of the 2 amounts shall be appropriated and paid to the 

27 reserve fund.*~' 

1 'X"·22. A tnte copy of the min1des of every meeting of the author­

2 ity shall be forth'with delivered lJy and 1mder the certification of the 

3 secretary thereof, to the Governor. No action taken at such meet­

4 ing by the authority shall have force or effect until 10 days after 

5 such copy of the minutes shall have been so delivered.. If, in said 

6 10-day period, the Governor returns such copy of the minutes with 

7 veto of any action taken by the authority 01" any member thereof 

8 at such meeting, s1lch action shall be null and at no effect. If the 

9 Governor shall not return the minutes within said 10-day period, 

10 any action therein recited shall have force and ejlect according to 

11 the 'wording thereof. At any time prior to the expiration of the 

12 said 10-day period, the Governor may sign a state1nent of approval 

13 of any S1lCh action of the authority, in which case the act'ion. so ap­

14 proved shall not thereafter be disapproved. 

15 Notwithstanding the foregoing pro'visions of this section, with 

16 regard to the sale and award of bonds of the attfhority, the anthor­

17 ity shall furnish to the Go<venwr a certified copy of the minutes of 

18 the meeting at which said bonds are sold and awarded forthwith 
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19 upon the taking of such action and the Governor shall indicate his 

20 approval or disapproval of such action prior to the end of the busi­

21 ness day upon which such action of the authority was taken. 

22 The powers conferred in this section upon the Governor shall be 

23 exercised with due regard for the rights of the holders of bonds of 

24 the auth01'ity at any time outstanding, and nothing in, or done pur­

25 stwnt to, this section shall in any way limit, restrict or alter the 

26 obligation or powers of the authority or any representative 01\ 
27 officer of the authority to carry out amd perform in every detail each 

28 and every covenant, agreement or contract at any time made or 

29 entered into by or on behalf of the a1dhority with respect to its 

30 bonds or for the benefit, protection or security of the holders 

31 thereof.H' 

1 ~'*23. (a) The authority shall establish and maintain a special 

2 fund called the " New Jersey Higher Ed1lcational Assistance 

3 Capital Reserve Fund" l,n which there shall be deposited (1) all 

4 moneys appropriated by the State for the p1lrpose of such fund, 

5 (2) all proceeds of bonds required to be deposited therein by terms 

6 of amy contract between the authority and its bondholders or any 

7 resolution of the authority with respect to such proceeds or bonds, 

8 and (3) any other moneys or funds of the authority which it de­

9 terminesto deposit therein. Moneys in the reserve fund shall be 

10 held and applied solely to the payment of the interest on and prin­

11 cipal of bonds of the authority as the same shall become due, and 

12 payable and for the retireynent of bonds, and shall not be withdrawn 

13 therefrom if such with_d;rawal would reduce the amount in the 

14 reserve fund to an amount equal to less than the" maximum debt 

15 service reserve" (as hereinafter defined) except for payment of 

16 interest then due and payable on bonds and the principal of bonds 

17 then maturing and payable and for the retirement of bonds in ac­

18 cordance with the terms of any contract between the authority and 

19 its bondholdeTs and fOT the payments on account of which interest 

20 or principal Or retirement of bonds other moneys of the authority 

21 ure not then available ,in accordance with the terms of any such 

22-23 contract. As heTe'in used "'maximum debt service reserve" 

24- means, ([s of ([ny date of computation, the largest amount of money 

25 required by the terms of all contracts between the authority and 'its 

26 bondholders to be raised in any succeeding calendar year for the 

27 pay'fnent of interest on and maturing principal of otdstand'ing 

28 bonds and payments required by the term,s of any such contraots 

29 to sinking funds established for the payment or redemption of such 

30 bonds, all calculated on the assumption that bonds will cease to be 
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31' outstanding after date of such computation by reason of the pay­

32 ment of bonds at their respective maturities and the payments of 

:33 such req71ired moneys to sinking funds and the application thereof 

34 in acconlance with the terms of all such contracts to the retirement 

35 of bonds. 

:36 (b) Moneys in said fund at any t1~1ne i1/ excess of the maximu1'n 

37 debt service reserve. whelher" by reason of investment or otherwise, 

38 may be withdrawn at any time by the authority and transferred to 

39 any other fund or account of the anthori.ty. 

40 (cj Moneys at any t'ime in the reserve f1tnd may be investedi.n 

41 any direct obligations of, or obligations as to which the principal 

42 and interest thereof is guaranteed by, the United States of 

43 America. 

44 (dj For purposes of valuation, invest'ments in the reserve fund 

45 shall be valtted at the lowest of the pM valtte, cost to the authority 

46 or market value of such investments. Vahtation on any particular 

47 date shall include the amount of 'interest then earned or accr'ued to 

48 such date on any moneys or investments in the reserve fund. 

49 ( cj Notwithstanding any other provision contained in this act, 

50 no bonds shall be issued by the altthorify unless theTe is in the 

51 reseTve fund the maxim1Hn debt seTvice 1"eSeTVe for all bonds then 

52 issued and outstanding and the bonds about to be issued, pTovided, 

53 howeveT, nwt nothing he1"ein shall pre1Je11t91" pTeclude the authOT­

54 1~ty fTom satisfying the fOTegoing requiTement by depositing so 

55 m1lch of the pToceeds of the bonds about to be issued. upon theiT 

56 issuance) as 1~S needed to achicre the maximum debt seTvice TeseTve. 

57 The authority may at any time issue its bonds 01' notes for the ]Jur­

58 pose of pToviding any amount necessary to incTease the amount in 

59 the reseTve fund to thema:rimll'ln debt service reserve, or to meet 

60 such higher or additional reseTve as may be fixed by the authority 

61 with Tespeet to such fund. 

62 (f j In OTdeT to assure the maintenance of the l1w;r;i.mU11r debt 

G3 set"vice reserve in the reserve fund. (here shall be appropriated 

64 annually and pai.d to the authority for deJ)Qsit in said fttnd) such 

65 sum, if any, as shall be certified by the chai'rman of the authOTity 

66 to the GovernoT as necessaT,1j to Testore said fU,'lId to an mn01l11.t 

67 eqtral to the maximum debt seTvice rpseTve. The chainnan shall 

68 annually, on OT befGTe Dece1nbeT 1, make and dcliveT to the Gov­

69 eTnOT his certificate stating the su.ms, if any, required to restoTe 

70 said ft~nd to the amount aforesaid, and the sum, 01" sums so certified 

71 shall be appropriated and paid to the authoTit?j rhwing the then 

72 CUTTent .state fiscal year. 
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73 ( g) This reserve fund shall be kept separate from any other 

74 reserve fund established by the authority and shall, not be s~tbject 

75 to the provisions of section 18A :72-17 of the New .Jersey Stat-) 

76 utes. ** 

1 **24. If any clanse,. sentence, subdivision, paragraph, section or 

2 part of this act be adj-udged to be ~{nconstit~ttional or invalid, s'uch 

3 judgment shall not afJect, im,pair or invalidate the remainder 

4 thereof, but shall be confined in its operation to the clause, sentence, 

5 subdivision, paragraph, section or part thereof directly involved in 

6 the controversy in which said judgment shall have been rendered. ** 
1 ~~*[20.]~'* **25.** This act shaH take effect immediately. 
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AN ACT concerning the higher education assistance authority law, 

and amending sections 18A :72-2, 18A :72-3, 18A :72L 8, 18A :72-10, 

18A:72-12, 18A:7Z-15 and 18A:72-16 of the New Jersey Stat­

utes, and supplementing' chapter 72 of Title 18A of the New 

Jersey Statutes. 

1 BE IT ENACTED by the Senate and General Assem.bly of the Sta.te 

2 of New Jersey: 

1 1. Section 18A :72-2 of the New Jersey Statutes is amended to
 

2 read as follows:
 

3 18A :72-2. Terms defined.
 

4 As used in this chapter, unless the context indicates another 01'
 

5 different meaning, the following words shall have the following
 

6 meanings:
 

7 "Authority" means the higher education assistance authority
 

8 created by this chapter,
 

9 ["Bank"]"Lender" includes any financial institution author­

10 ized to make loans under section 18A :72-9, 

11 "Fund" means higher education assistance f~nd. 

12 "Post-secondary nondegree institution of higher education" 

13 means a county college or a junior college licensed or approved by 

14 tbe Department of Higher Education, operated in accordance with 

15 rules and regulations of the Board of Higher Education or a trade 

16 or business school otherwise licensed or approved and operated and 

17 requiring a high school diploma or its equivalent for admission 

18 and offering a course or courses of study with a minimum length of 

19 2 academic years and of not less than 1,800 bours in anyone or 

20 more of the following fields : 

21 A. Accounting and finance, 
EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill 

. ie not enacted and i8 intended to be omitted in the law. 
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22 B. Airframe and power plant mechanics, 

22A C. Automotive mechanics, 

23 D. Commercial art, 

24 E. Dr.afting and design technology (aeronautical, architectural, 

25 electronic, mechanical, structural, tool and die), 

26 F. Economic engineering, 

27 G. Electronics, 

28 H. Fashion and textile design, 

29 1. Higher accounting and business administration, 

30 J. Industrial management technology, 

:31 K. Medical and X-ray technology, 

:32 L. Metallurgical technology, 

:33 M. Secretarial (administrative, executive, legal, medical, data 

34 processing), 

35 N. Terminal courses 01' college credit transfer courses in liberal 

:36 arts and scienceR. 

I 2. Section 18A :72-3 of the New Jersey Statutes is amended to 

:2 read aR follows: 

3 18A :72-3. Education assistance authority created. 

4 There is hereby created in the Department of Higher lDducation 

5 the Higher Edu~~tion Assistance Authority, which shall be a body 

6 corporate and politic, v,rith corporate succession. The authority 

7 shall constitute a political subdivision of the State established as 

8 an 'instntmentality exercising public and essential gove1'nmental 

~J functions} (mel the exercise by the authority of the po'wers con­

10 ferrerl by this chapter shall be deemed and held to be am essential 

11 governmental function-v! the State. 

I ::L Section 18A :72-8 of the New Jersey Statutes is amended to 

2 . read as follows:
 

3 18A :72-8. Higher education assistance fund.
 

4 rrhe authority shall have such oapital from time to time as shall
 

5 . be appropriated to it for that purpose byphe Legislature of the 

6 .State of New Jersey, or as shall be contributed to it from private 

7 sources, to be used for the purposes of this chapter,' or f1'o·m, the 

8 sale of its bonds c~s prov·ided by law) or by the resale o! notes evi­

9:. de?'fcing appr'o'ved loans made pu,r's/ucmt ta this chapter, purchase(l 

10 or otherwise acq·uired by ,it as provided by law} and the capital and 

11 all revenues of the autlwrity shall be held in trust in a "higher 

12 education assistance fund" to meet the obligations of the authority 

13 incurred under this chapter, but any amount of the fund in excess 

14 of the total amount of guaranteed. 01' insured loans outstanding at 

l;j any time shall be subject to such disposition as may he provided try 



I
 
I
 
1 

t 

16 law, and any amounts from the fund which the authority determines 

17 are not needed for its current operations shall be invested and re­

18 invested by the StDie Tremmrer in such obligation:;: 8.:;: (\re legal iu­

19 VE'Rtments for saving" hanks of this State.. All pa)/,rnc'nts fr01ll the 

20 f1tncl shalllJe made by the State Tl'easnrer lipan vonchers s'i,qned by 

21 such 1)er80n or persons 08 ore designated by the a'llthority. A certi­

22 .tied copy of a resolntion of thF'. authority, attested by its chairman 

2R 01' v'ice-chairman, mul beorin.o the SlJeci.mcn si,qnnt/f1'('S of the per­

24 son or persons so desipnated, shalZ be filed with thp. State Treasurer 

25 as his authority tormakin/l lJ((.1f111ents out of the fllnd. 

1 4. Section 18A:72-IO of the ;";cw .Jersey Statutes is amended to 

2 read as follows: 

:3 18A :72-10. Pow8rs of authority. 

4 The autl10rity shall have the following- powers: 

5 (1) To assist in the placing of loans to persons, who are residents 

6 of this Stat8, and who are attending and are in good standing in, OJ' 

7 who plan to attend, any qualifiesl institution of collegiate gradp, 

8 located in this State or elsewhere, which is approved b.y an~T re­

g gional accrediting association recognized hy the national commis­

10 sion on accrediting, or approved by the Board of Higher Education 

11 or any qualified posit-secondary nondegree institution oihig'her edu­

12 cation, located in this State or elsewhere, in order to assist them in 

13 meeting their expenses of higher educ9tion, and to guarantee Ruch 

14 loans upon snch ter111s and conditions as the authority may prc­

15 scribe, but no loan or 10anR shall be placed or guaranteed by the au­

16 tho1'i1.y for any such pel>son to an amount in excess of $1,500.00 for 

17 any school year, nor to a total amount in excess of $7,500.00. 

18 For the purposes of thisseetion, a qualified inst~tution of co]­

19 legiate grade shall be deemed to include a school of professional 

20 nursing accredited or approved by the New .Jersey Board of Nurs­

21 ing, and a qualified post-secondary 110ndegree institution of higher 

22 education located outside the Stalte shall mean ann include any RUe]l 

22 institution offering courses in one or more of the fields enumerated, 

24 and meet the admission standards set forth in N. .1. S. 18A :72-2. 

25 (2) To adopt rules not inconsistent with law governing' the appli­

26 cation for and the guarantee of loans made by the authority and 

27 governing any other matters related to its activities. 

28 (3) To buy and sell O}J]J1-01Wd not~s c1Jidpnr:inq loans m.ade under 

29 this chapter. 

30 (4) F1'om time to tim.e to iSS1(e its ne,qotiable bonds a.nd bond 

31 anticipation 'ywfps for the purpose of providing funds to purchase 

32-33 .from lenders approved notes 01' pol"ticipations in approved notes 

34 as provided by law, a,nd for the rc{1lnding of 01ttstanding bonds. 

--------~
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35 [(3)] (5) To perform any other acts whieh may be deemed lleces­

36 sary or appropriate to carry out the objects and piIrposes of this 

37 chapter. 

1 5. Limitations on Issue of bonds and bond anticipation notes. 

2 The Righer Education Assistance Authority shall not issue any 

3 bonds or bond anticipation notes as authorized by the Rig-her 

4 Education Assistance Authority Law (Title 18A, chapter 72 of 

iJ the New Jersey Statutes) if, at the time of such issue, the aggre·, 

6 gate principal amount owing on all outstanding bonds and bond 

i anticipation notes of the authority exceeds, or the issuanco of such 

8 bonds or bond anticipation notes would cause such aggregate prin­

g cipal amount so owing to exceed 75ro of the aggregate principal 

10 amount o·wing on all unpaid approved notes evidencing loans made 

11 pursuant to the Higher Education Assistance Authority Law. Bond 

12 anticipation notes may be renewed from time to time, but the maxi­

13 mum maturity of any such note, including renewals the,reof, shall 

14 not exceed 5 years from the date of issue of the original note. 

15 Such notes shall be paid from any revenues or other moneys of 

16 the authority available therefor and not otherwise pledged, or from 

17 the proceeds of sale of the bonds of the authority in anticipation 

18 of which they wer'e issued. The notes shall be issued in the same 

19 manner as the bonds, and the resolution or resolutions authorizing 

20 them may contain any provisions, conditions or limitations which 

21 a bond resolution of the authority may contain. 

1 6. Bonds and bond anticipation notes: general provisions. 

2 Except as may othen,=~se be expressly provided by the Higher 

3 Education Assistance .Authority, evory issue of its bonds or notes 

4 shall be general obligations of the authority payable from any 

5 revenues or moneys of the authority, subject only to any agree­

6 ments with the holders of particular bonds or notes pledging any 

7 particular revenues or moneys. Notwithstanding that bonds and 

8 notes may be payable from a special fund, they shall be fully 

9 negotiable within the meaning of Title 12A, the Uniform CommeT­

10 cial Code, of New Jersey Statutes, subject only to the provisions 

11 of the bonds and notes for registration. The bonds may be issued 

12 as serial bonds or as term bonds, or the authority, in its discretion, 

13 may issue bonds of both types. The bonds shall be authorized 

14 by resolution of the members of the authority and shall bear such 

15 date or dates, mature at such time or times, not exceeding 25 years 

16 from their respective dates, bear interest at such rate or rates, not 

17 exceeding 7% pel' annum, be payable at such time or times, he in 
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18 such denominations, be in such form, eitlJEH' conpon or registered, 

19 carry such registration privileges, be executed in such manner, 

20 be payable in lawful money of the United States of America at 

21 such place or places, and be subject to such terms of redemption, 

22 as such reHolutioll 01' resolutions may provide, The bonds 01' notes 

2'3 lIlay be sold at public 01' private sale for such price or prices as 

24 the authority shall determine. Pending preparation of the defini­

25 tive bonds, the authority may issue interim receipts or certificates 

26 which shall be exchanged for such definitin bonds. 

1 7. Bond resolutions. 

2 Any resolution or resolutions of the Higher Education Assist­

3 ance Authority buthorizing any bonds or any issue of bonds may 

4 contain provisions, which shall be a part of the contract with the 

5 holders of the'bonds to be authOl1.zed as to: 

6 (1) The pledging of all or any part of the revenues of the author­

7 ity; 

8 (2) The use and disposition of th~ revenues; 

9 (3) The setting aside of reserves or sinking funds, and the regu­

10 lation and disposition thereof; 

11 (4) Limitations on the issuance of additional bonds, the terms 

12 upon which additional bonds may be issued and secured and the 

13 refunding of outstanding bonds; 

14 (5) The procedure, if any, by which th8 terms of any contract 

14A with bondholders may be amended or abrogated, the amount of 

15 bonds the holders of which must consent thereto, and the manner in 

16 which such consent maybe given; 

17 (6) Limitations on the purpose to which the proceeds of sale 

18 of any issue of bonds then or thereafter to be issued may be applied 

19 and pledging such proceeds to HeClHC the payment. of the bonds 

20 or any issue of the honds; nnd 

21 (7) Defining the acts or omissions to act wllieh shall constitute a 

22 default in the duties of tile authority to holders of its obligations 

23 and providing the rights and remedies of snch holders in the event 

24 of a default. 

1 8. Personal liability on bonds and notes.
 

2 Neither the members of the Higher Education Assistance Au­

3 thority nor any person executing· bonds or notes issued by it shall
 

4 be liable personally on such bonels or notes or be subject to any
 

5 personal liability or accountability by reason of the issuanc(~
 

6 thereof.
 

1 9. Purchase by authority of bonds and notes. 
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2 The Higher I£ducation Assistance Authority shall have power 

:3 out of any funds available therefor to purchase its honds or note~. 

4 The authority may hold, pledge, canc(~l 01' resell such honds, subject 

5 to and in accordance with agreements with hondholders. 

1 10. Security for bonds. 

2 In the discretion of the Higher Education Assistance Authority, 

;) any bonds issued by it may be secured by a trust agreement be­

4 tween the authority and a qualified bank as defined in section 1 

5 of The Banking Act of 1948 (P. L. 1948, c. (7). The trust agree­

6 ment or resolution providing for the issuance of such bonds may 

7 contain such provisions for protecting und enforcing' the rights and 

8 remedies of the bondholders as may be reasonable and propel' and 

9 not in violation of law, including' particularly those provisions 

10 authorized to be included in any resolution or resolutions of tIle 

11 authority authorizing bonds. Any banldng institution, as defined 

12 in section 1 of The Banking Act of 1948 (P. L. 1948, c. 67) may 

13 act as depositary of the proceeds of bonds or of revenues or other 

14 moneys and may furnish such indemnifying bonds or pledge such 

15 securities as may be refluired by the authority. Any such trust 

16 agreement may set forth the rights and remedies of the bondhold­

17 ers and of the trustee or trustees, and may restrict the individual 

18 right of action by bondholders. In addition to the foregoing, any 

19 such trust agreement or resolution may contain such other pl'ovi­

20 sions as the authority may deem reasonable and propBr for the 

21 security of the bondholders. 

1 11. Liability for payme~t of bonds. 

2 Bonds issued pursuant to N. J. S. 18A:72-10 shall not be deemed 

::3 to constitute a debt or liability of the State or of any political 

4 subdivision thereof or a pledge of the faith and crl?dit of the State 

5 or of any such political subdivision, but shall be payable solely from 

6 the funds herein provided. All such bonds shall contain on the face 

7 thereof a statement to the effect that neither the State of New 

8 Jersey nor the Higher Education Assistance Authority shall be 

9 obligated to pay the same or the interest thereon except from rev­

10 enues 01' other moneys of the authority and that neither the faith 

11 and credit nor the taxing power of the State of New Jersey or 

12 of any political subdivision thereof is pledged to the payment of 

13 the principal of or the interest on such bonds. The issuance of 

14 bonds under the provisions of this chapter shall not directly or 

15 indirectly 01' contingently obligate the State 01' any political sub­

16 division thereof to levy or to pledge any fonn of taxation whatever 

17 therefor. 
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1 12. Rights of bondholders. 

2 Any holder of bonds issued by the Higher Education Assistance 

:-3 Authority pursuant to N. J. S. 18A :72-10, or any of the coupons 

4 appertaining thereto, and the trustee or trustees under allY trust 

5 agreement, except to the extent the rights herein given trIay he 

6 restricted by any resolution authorizing the issuance of, 01' any 

7 such trnst agreement securing, such bonds, may, either at law or 

8 in equity, by suit, action or other proceedings, protect and enforce 

9 any and all rights under the laws of the State 01' granted hereunder 

10 or under such resolution or trust agreement, and may enforce and 

11 compel the performance of all duties required by this act or by such 

12 resolution or trust agreement to be perfonnec1 by the authority or 

13 by any officer, employee 01' agent thereof. 

1 13. Refunding bonds. 

1.1 (1) The Higher Education Assistance Authority shall have 

2 power to issue bonds for the purpose of refunding any of its bonds 

~~ then outstanding, including the payment of any redemption pre­

4, mium tbereon and any interest accrued or to accrue to the earliest 

;) or subsequent date of redemption, pnrchase 01' maturity of such 

G bonds. 

t (2) The proceeds of bonds issued for the plUpose of refunding' 

8 outstanding bonds may, in the discretion of the authority, be ap­

9 plied to the purchase or retirement at matUljty or redemption of 

10 outstanding bonds either on their earliest or any subsequent rr­

11 demption date or upon the purchase or at the maturity tbe1'eof 

12 and may, pending such application, be placed in escrow to be ap­

13 plied to such purchase or retirement at maturity or redemption 

14 on such date as may be detennined by the authority. Any such 

15 escrowed proceeds, pending such use, may be invested and rein­

16 vested in obligations of or guaranteed by the United States of 

17 America, or in certificates of deposit or time deposits secured by 

18 obligations of or guaranteed by the United States of America, 

19 maturing at such time or times as shall he appropriate to assure 

2,0 the prompt payment, as to principal, interest and redemption pre­

21 mium, if any, of the outstanding bonds to be 80 refunded. The 

22 interest, income and profits, if any, earned or realized on any such 

23 investment may also be applied to the payment of the outstanding' 

24 bonds to he so refunded. After the terms of the escrow have been 

25 fully satisfied and calTied out, any balance of such proceeds and 

26 interest, income and profits, if any, earned or realized on the invest­

2'7 ments thereof may be returned to the authority for use by it in any 

28 lawful manner. All suob bonds shall be ::iubject to the provisions 
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29 of this act in the same manner and to the same extent as otller 

30 bonds issued pursuant to this act and N. ,T. S. 18A :72-10. 

1 14. Bonds as legal invef:ltments. 

2 Bonds and notes issued by the Higher Education Assistance Au­

3 thority under the provisions of this act and of N. J. S. 18A :72-10, 

4 are hereby made securities in which the State and all political sub­

5 divisions of the State, their officers, boards, commissions, depart­

6 ments or other agencies, banks, savings banks, savings and loan 

7 associations, investment companies, all insurance companies, insur­

8 ance associations and all administrators, executors, guardians, 

9 trustees and other fiduciaries, and an other persons whatsoever 

10 W]lO now are or may hereafter be authorized to invest in bond>! 

11 or other obligations of the State, may properly and legally invpst 

12 lm~- funds. including' C'apita11wlonging to them or within their con­

13 trol; and said bonds, notes or other securities or obligations are 

14 hereby made securities which may properly and legally be deposited 

15 with and receiV'ed by any State or municipal officers or agency of 

16 the State for any purpose for which the deposit of bonds or other 

17 obligations of the State is now or may lwreafter be authorized by 

18 law. 

1 15. Further authorization for bonds. 

2 Bonds may be issued by the Higher Education Assistance Au­

3 thority under the provisions of this act and of N.•T. S. 18A :72-10 

4 without obtaining the consent of any department, division, COll­

S mission, board, bureau, agency or officer of the State, and WitJlOut 

6 any other proceedings or the happening of any other conditions or 

7 things than those proceElings, conditions and things wheich are 

8 specifically required by this act. 

1 16. Pledg'e of State. 

lA The State of New Jersey does pledge to and agree with the 

2 holders of the bonds, notes and other obligations issued pursuant 

3 to authority contained ill this act and N. J. S. 18A:72-10, that the 

4 State WillllOt limit the power and obligation of the Higher mduca­

5 tion Assistance Authority to fulfill the terms of any agreements 

G made with the holders of bonds so issued, or in any way impair 

7 the rights or remedies of the holdel's of such bonds until the bonds, 

8 together with interest thereon, are fully paid and discharged. The 

9 authority as a public body corporate and politic shall have the right 

10 to include the pledge herein made in its bonds and contracts. 

1 17. SectiollI8A:72-12 of the New Jersey Statutes is amended to 

2 read as follows:
 

3 18A :72--12. Appro\ral and granting' of loan; incentive fees.
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4: (1) Upon approval by the authority of a loan application, any 

5 [bank] lender may make the loan as approved and upon the terms 

6 and conditions required under this chapter, but no moneys shall 

7 be advanced or paid nnder any such loan until the applicant shall 

8 have satisfied the anthority, 1111(1 the authority shall have certified 

9 to the [bank] lendl'?" that the applicant has been admitted to, 01' 

10 is in regular attendance and in good standing at a qualified insti ­

II tution of collegiate i2Tade approved by any reg-ional accrediting as­

12 sociation recognized by the national commission on accrediting 01' 

13 approved by the Board of Higher Education or a qualified post­

14 secondary nondegree institution of bigher education.. Any [bank] 

15 lender making a loan shall co-operate with the authority in snper­

16 vising the use of credit in accordance. with its purposes.. 

17 (2) Notwiths.tanding the provisions of section 18A:72-11 01'0/ 

18 subsection 1 of this section" the authority 1nay app1'ove (t loan /01' 

19' the p11rposes of this chapter after it has been 1nade by a lender and 

20 the proceeds thereof disb1f,rsed by the lender for the p1/rposes of 

21 this chapter, provided s'uch loan 1J,wuld hove been approved by the 

22-23 authority hod prior application been nUJde therefor purS1wnt to 
24: section 18A:72-11. A loan which is so approved after it l10s been 

25 made shall, from the time of its approval, be treated for all pur­

26 poses of this chapter in the same manner a,s if such loan had been 

27 applied for and approved by the authority pri,or to its making, and 

28 the lender 'Ytwking such loon shall ha,ve the same 1'ights under this 

29 chapter in respect to such loan as it 1))ould have had if the loan had 

30 been applied for and approved by the anthority p1'ior to its moking. 

31 (3) As an incentive to lenders to make loans unde1' this chapter, 

32 the a1dhority may, by nde, provide for the payment to lenders of 

33 an incentive fee on ony one of the folowing bases: (i) a single fee 

34 at the mte not exceeding 1/2 of 1% computed on the anwitntof 

35 each such loan for the period !1'Mn the making of ,such loan, to the 

36 anticipoted da,te of repoyment the1'eof; or (ii) a single fee not to 

37 exceed $25,00 for each loam made; or (iii) such other form and 

38 am01mt of incentive fee as sholl be fixed from time to time by rule 

39 of the authority. The authority shall have power to define « ardici­

40 pated date of 1"epoyment" as used in this section. 

1 18. Section 18A:72-15 of t.he New Jersey Statutes is amended to
 

2 read as follo'ws:
 

3 18A :72-15. Extension and refinancing of loam:.
 

4: Any loan made under this chapter may be extended or refinanced
 

5 in the discretion of the [bank] lender without affecting the obliga­


6 tion of the authority hereunder for such period and under such
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7 terms as shall be prescribed by the rules of the authority, and any 

8 loan may be reduced at any time at the option of the borrower. 

1 19. Section 18A :72-16 of the New .Jersey Statutes is amended 

Z to read as follows: 

3 18A.:72-16. Purchase of notes [in default.] " participations, 

4 (1) Whenever any approved note shall be in default to any 

5 [bank] lender for 30 days after the date of maturity thereof, or 

6 whenever any installment thereon is more than 120 days in arrears 

7 for loans on monthly installment payments and 180 days in arrears 

8 for loans with less frequent payments, or upon the death or total 

9 and pennallent disability of the borrower, the authority shall, upon 

10 the demand of the .[bank] lender, purchase from said [bank] 

11 lender sucll note by paying to said [bank] lender out of the reserve 

12 fund the total amount of principal and inte.rest then due and owing 

13 to said [bank] lender on said note, as herein provided. 

14 (2) Wheneve1' the aggregate of the principal balances owing on 

15 all approved notes held by a lender which is a bankin(J institution 

15A as defined in section 1 of The Banking Act of 194B (P. L.l94S, c. 67) 

16 is in excess of 1/2 of 10/0 of the deposits of such banking institution 

17 as of the most t'ecentcall date fOt" ~vhic,h published figures are avail­

18 able, and whetJ_evet' the aggregate of the principal balances owing, 

19 on aU approved notes held by a lender which is an association as 

20 defined in section 5 of the Savings and Loan Act (1963) (P. L. 

21 1963, c, 144) is in excess of 1/2 of 1% of the savings acc01£nts of 

22 such association as shown in the association's most recent published 

23 statement, and whenever the aggt'egate of the princip(tl balances 

24 owing on all approved notes held by a lender which is a financial 

25 or credit institution other than a banking institution or an associ­

26 ation, is in excess of such sum, expressed in dollars or a percentage, 

27 as the a~dh01'ity shall by 1'ule prescribe, the {luthority shall, at the 

28 'written req~(est of such lender purchase from such lender approved 

29 notes the unpaid aggregate p1"incipal balances of which at least 

30 equal the amount of such excess. In lieu of purchasing such (1)­

31 proved notes, the a'uthority 1nay, at its option, purchase a partici­

32 pation in approved notes, to the extent of at least BOro of the 

33 amount of such excess, In purchasing approved notes, or in pU,r­

34 chasing a participation in approved notes, the authority shall pay 

35 therefor an amount equal to or based upon th~ aggregate principal 

36 amount owing on th~ notes, so purchased or participated in plus 

S7 unpaid interest to the date of such purchase or pa1oticipation. 

38 Where the amount of s~6ch excess in respect to anyone lender is 

39 more than $50,000.00, the authority shall have the right to restrict 
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40 its pnrchase or pa,rticipMion to even 111u.ztiples of $':;0,000.00. The 

41 authority may, in its discretion, decline to make more than one 

42 pU1'chase of approved notes in any 3-1nonth per'iod It'om anyone 

43 lender. l'he a,~tthority shall have power to contract with' a lender 

44 for the servicing of approved notes which (1,1'e purchased or partici­

45 pated in by it, and for the con~pensation to be retained by the lender 

46 01d of the payments of interest or p1"inc,ipal, or both, received by 

47 such lender in connection w1,th approved notes pu,rchased by Or 

48 participcded in by the authority. 

1 20. This act shall take effect immediately. 



ASSEMBLY AMENDMENTS TO 

ASSEMBLY, No. 598 

STATE OF NEW JERSEY
 

ADOPTED MAY 12, 1969 

Amend page 1, section 1, line 8, after "chapter,", insert "or any 

board, body, commission, department or officer succeeding to the prin­

cipal functions thereof or to whom the powers conferred upon tIle 

authority by this chapter shall be given by law". 

Amend page 1, section 1, after line 8, insert a Hew paragraph as 

follows: " 'Bond' means bonds or notes of the authority issued pur­

suant to this chapter. ". 

Amend page 1, section 1, line 11, omit fhe period insert a comma. 

Amend page 1, section 1, after line 11 insert a new paragraph as 

follows: " 'Other eligible institution' means a business or trade school, 

or technical institution or other technical or vocational school, in any 

State which (1) admits as regular students only persons who have 

completed or left elementary or secondary schoo} and who 11ave the 

ability to benefit from the training offered by such institution; (2) is 

legally authorized to provide, and provides within that State, a pro­

gram of post-secondary vocational or technical education designed to 

fit individuals for useful employment in recognized occupations; (3) 

has been specially a.ccredited by the Federal Commissioner of Educa­

tion or by an accrediting agency recognized by him or has been ap­

proved by the authority.". 

Amend page 3, section 4, line 10, after "Education", insert a comma. 

Amend page 3, section 4, line 11, omit" or". 

Amend page 3, section 4, line 12, after "elsewhere,", insert "or any 

other eligible institution, ". 

Amend page 9, sedion 17, line 13, after "Education", omit "or", 

insert a comma. 

Amend page 9, section 17, line 14, after "education", insert "or any 

other eligible institution". 

Amend page 9, section 17, line 36, omit" anticipated"; omit "of"; 

omit "thereof", insert "begins". 

Amend page 9, section 17, line 37, omit "for each loan made", insert 

· ""per borrower, .per aca dernIe year . 

Amend page 9, section 17, lines 39, 40, omit "The authority shall have 

power to define 'anticipated date of repayment' as used in this sec­

tion. ". 



ASSEMBLY AMENDMENTS TO 

ASSEMBLY, No. 598 
[OFFICIAL COpy REPRINT] 

• 

STATE OF NEW JERSEY
 
• 

ADOPTED .JULY 2, 19G!1 

Amend page 1, title, line 2, after "]8A:72-8", insert "18A:72-9". 

Amend page 1, .title, line 3, after "18A :72-15", delete "and", insert 

","; aft(~l' "18A:72-16", insert "and 18A:72-17". 

Amend page 1, section 1, line 9, after "includes", insert "the au­

thorityand". 

Amend page 2, section 2, line 7, after" constitute", delete" a political 

subdivision of the State established as". 

Amend page 2, section 2, line 8, after "instrumentality", insprt "of 

the State". 

Amend page 3, section 3, line 6, after "or", insert" (a) ". 

Amend page 3, section 3, line 7, after" or", .insert "(b) as shall be 

received by the authority". 

Amend page 3, section 3, line 8, after" or", insert" (c) as shall be 

loaned to the authority by any other agency or authority of the State, 

or (d) as shall be received by the authority from". 

Amend page 3, section 3, line 8, before "the", delete "by". 

Am0nc1 page 3, section 3, line 10, after "law,", insert "or (e) as 

shall be received by the authority from the resale of its participation 

notes in approved loans made pursuant to this chal~ter, or (f) as shall 

be received by the authority from the repayment of approved loans 

made pursuant to this chapter. ". 

Amend page 3, section 3, line 10, before "capital", delete "and the", 

and insel't "The". 

Amend page 3, .'1fter sC'ction 3, insert a lWW section 4 to read as 

follows: 

"4. Section 18A:72-9 of the New .Jen;ey Statutes is amended to reaa 

as follows: 

18A :72-9_ Those authorized to make loans. 

'The authority, Or any financial 01' credit institution (including an 

insurance' company) which is subject to the exam111ation and 8npe1'­
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v1slOn of the Department of Banking' and InsUl'ance of this State or 

by an ag'ency of the United States, any Federal credit union, and any 

national bank organized under the acts of Congress of the United States 

and doing busilless in tIlis State and any Federal savings and loan 

association having its principal office in New Jersey may malce loans 

under this chapter pursuant to such rules not inconsistent with this 

chapte1' and by the use of such forms, as the authority shall prescribe. ". 

Amend page 3, section 4, line 1, delete "4", and insert "5.". 

Amend page 3, section 4, line 5, before" assist", insert" make loans 

to persons or to". 

Anwlld page 4, section 4, line 1(j, after "be", insert "made,". 

Amelld lJage 4, section 4-, line :2!l, Hfter "ch<:1}>ter", insert", and to 

buy and sell va rti ('i pa tiow.; i It apl>l'oved notes made pursuant to this 

chapter' '. 

Amend page 4, seeti 011 +, Ene 31, after" funds' " insert" (a) to make 

loans ill accordance Winl tIle provisions of subsection (1) of this section; 

(b)". 

Amend page 4, section 4, linc' :34, after "law", delete", and", and 

insert"; and (c)". 

Amend page 4, section 5, line 1, delete "5", and insert "6". 

Amend page 6, section 6, line 1, delete "6", and insert "7". 

Amend page 5, sectiou 7, line 1, delete "7", and insert "8". 

Amend pagl' 6, section S, liue 1, delete "8", aud insert "9". 

Amend page 6, seetioll 9, line 1, delete "9", and insert "10". 

Amend pnge 6, section 10, line 1, delete" 10", and insert" 11". 

Amend page 6, section 11, line 1, delete "11", and insert "12". 

Amend page 7, section 12, line 1, delete" 12", and insert" 13". 

Amend page 7, section 13, line 1, delete "13", and insert '/14". 

Amend page 8, section 14, line 1, delete' /14", and insert" 15". 

Amend page 8, Bectiou 15, line 1, delete" 15", and'insert "16". 

Amend page 9, section 16, line 1, delete "16", and insert "17". 

Amend page 9, section 17, liuG 1, delete "17", and insert "18". 

Amend page 9, section 17, line 8, before uand", delete u," 
Amend page 9, section 17, line 8, after "and", insert u, unless the 

authol'i ty is the lender,". 

AmcnJ page ~), section 17, line 9, after "lender", insert",". 

Amend page 10, section 17, liue 32, after "by", delete "rule", and 

insert" resolution of the members thereof,", 

Amend page 10, section 17, line 33, after "fee", insert "solely with 

respect to loans made', placed or guaranteed after August 1, 1969, which 

incentive fee shall be computed". 

AmenJ page 10, section 18, line 1, delete "18", and insert "19", 
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Amend page 10, section 19, line 1, delete" 19 ", and insert" 20". 

Amend page 10, section 19, line 14, after" (2) ", insert" (a) ". 

Amend pngr 11, section 19, line 29, after "which", delete "at least". 

Amend page 11, section 19, line 30, delete" equal the amount of such 

rxcess", and insert "arc in excess of such sum or percentage". 

Amend page 11, section 19, after lilJ(~ 48, insert a new subsection 

"(2) (b)" to read as follows: 

"(b) Notwithstanding the prOVISIOns of subsection (2) (a) of this 

section: 

(1) the authority shall be undel' no obligation to, but may in its 

discretion, purchase approved notes, 01' any participation therein, 

which wrre made, placed or guaranteed on or before Augm;t 3, 

1968; 

(2) no appl~oved notes, nor any participation therein, shall be 

purchased by the authority from any lender unless such lender, 

as a condition prececlent to any such purchase, shall agree to use 

that portion of any moneys to be paid to such lender incident to 

sucll purchase which represents the aggregate principal amount of 

such notes or participation therein for the purpose of making loans 

authorized under this chapter; 

(3) the authority is hereby authorized, by resolution of the 

members thereof, from time to time to suspend or terminate and 

renew its obligation to purchase approved dotes or participations 

therein pursuant to subsection (2) (a) of tbis section; provided, 

however, that any resolution of the authority suspending or termi­

nating its obligi'ltion to purchase approved notrs or participations 

therein shall be effective only as to approved notes made, placed 

or guaranteed subsrquent to tIlr close of the fifth business day 

following the adoption of such resolution.". 

Amend page 11, after section Hl, aftcr line 48, insert new sedions 21, 

'22, 23 and 24 to read as follows: 

"21. Section 18A :72-17 of the New J('rsry Statutes IS amended to 

read as follows: 

18A :72-17. Reserve fund; minimum amount. 

The sum total of all reserve funds set aside by the authority in accord­

ance with the provisions of this chapter, other tllan moneys held in 

the New Jersey Higher Educational Assistance Capital Reserve Fund, 

together vlith such amount as the authority may set aside, out of the 

fund to meet the payment by the authority of approved notes submitted 

to it for purchase in accordance with the provisions of section 

18A :72-16 (1), shall in no event be less than $6,000,000.00 minus tho 

unpaid balance of notes purchased during the preceding 12 months 

or the encumbered reserves required to be maintained on all approved 
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loans from time to time outstanding that were approved prior to the 

effective date of this act, whichever is greater. 

The authority shall annually, on or before September 15, ascertain 

and determine, (a) an amount necessary to increase the estimated net 

balance of the fund as of June 30 of the next ensuing fiscal year to 

$6,000,000.00 and (b) an amount necessary to meet the estimated dis­

bursements to be made by the authority in accordance with the pro­

visions of section 18A :72-16 (1) during the nex't ensuing fiscal year less 

the estimated revenue of the authority during the next ensuing fiscal 

year. The chancellor on recommendation of the authority shall certify 

to the Governor the amount so determined, in the form prescribed by 

P. L. 1944, chapter 112, and the greater of the 2 amounts shall be ap­

propriated and paid to the reserve fund. 

"22. A true copy of the minutes of every meeting of the authority 

shall be fOl,thwith delivered by and under the certification of the secre­

tary thereof, to the Governor. No action taken at such meeting by the 

authority shall have force or effect until 10 days after such copy of the 

minutes shall have been 80 delivered. If, in said 10-day period, the 

Governor returns such copy of the minutes with veto of any action taken 

by the authority or any member thereof at such meeting, such action 

shall be null and of ';10 effect. If the Governor shall not return the 

minutes within said 10-day period, any action therein recited shall 

have force and effeot according to the wording thereof. At any time 

prior to the expiration of the said 10-day period, the Governor may 

sign a statement of approval of any such action of the authority, ill 

which case the action so approved shall not thereafter be disapproved. 

Notwithstanding the foregoing provisions of this section, with 

regard to the sale and award of bonds of the authority, the anthority 

shall furnish to the Governor a certified copy of the minutes of the 

meeting at which said bonds are sold and awarded.'forthwith upon the 

taking of such action and the Governor shall indicate his approval or 

disapproval of such action prior to the end of the business day upon 

which such action of the authority was taken. 

The powers confened in this section UpOl! the Governor shall be exer­

cised with due l'egol'd for the rig-hts of th0 holders of bonds of tIle 

authority at any tinw olltstanding, Hnd lJothing ill, 01' dOJle pUrSUfll1t to, 

this section shall in any way limit, l't~sb'iet or alter the obligation or 

po-weI'S of the authOl'ity 01' any representative or officer of the authority 

to cany out and per101'111 in every detail each and every covenant, 

ugreemellt or contract nt any time made or entered into by or on behalf 

of the authOl'ity with respect to its bonds or for the benefit, protection 

or secUl'ity of the holders thereof. 
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"23. (a) The authority shall establish and maintain a special fund 

called the' New Jersey Higher Educational Assistance Capital Reserve 

Fund' in which there shall be deposited (1) all moneys appropriated 

by the Stnte for the purpose of such fund, (2) all proceeds of bonds 

required to be deposited therein by terms of any contract between the 

authority and its bondholders or any resolution of the authority with 

respect to such proceeds or bonds, and (3) any other moneys or funds 

of the authority which it determines to deposit therein. Moneys in the 

reserve fund shall be held and applied solely to the payment of the 

interest on and principal of bonds of the authority as the same shall 

become due and payable and for the retirement of bonds, and shall not 

be withdrawn therefrom if such withdrawal would reduce the amount 

in the reserve fund to an amount equal to less than the 'maximum 

debt service reserve' (as hereinafter defined) except for payment of 

interest then due and payable Oll bonds and the principal of bonds 

then maturing and payable and for the retirement of bonds in accord­

ance with the terms of any contract between· the authority and its bond­

holders a1ld for the payments on account of which interest or principal 

or retirement of bonds other moneys of the authority are not then 

available in accordance with the terms of any such contract. As herein 

used 'maximum debt service reserve' means, as of any date of com­

putation, the largest amount of money required by the terms of all 

contracts between the authority and its bondholders to be raised in 

any succeeding calendar year for the payment of interest on and 

maturing principal of outstanding bonds and payments required by the 

terms of any such contracts to 'linking funds established for the pay­

ment 01' redemption of such bonds, all calculated on the assumption that 

hourIs will cease to be ontstanding after date of such computation by 

]'('l1son of the payment of bonds Dt thei I' If'spective maturities Dnd the 

payments of such required moneys to sinking funds and the application 

thoreof in accordance with the terms of all such contracts to the retire­

lllent of bonds. 

(b) :Moncys in said fund at any time iu excess of the maximum debt 

:-;ervice reserve, whether by reason of investment or otherwise, may be 

withdrawll at any time by the authority and transferred to any other 

fund or account of the authority. 

(c) Moneys at any time in the reserve fund may be invested in any 

direct obligations of, or obligations as to which the principal and 

interest thereof is guaranteed by, the United States of America. 

(d) For purposes of valuation, investments in the reserve fund shall 

he valued at tho lowo8t of tho par value, cost to the authority or market 

value of snch -investments. Valuation on any particular dute shall 



include the amount of interest then earned or ace-rued to such date on 

tmy moneys or investments in the reserve fund. 

(e) Notwithstanding any other provision contained III this act, no 

bonds shall be issued by the autbority unless there is in the reserve 

fund tIl(' maximum debt service reserve for all bonds then issued and 

outstanding and the bonds about to be issued, provided, boweve1', that 

nothing herein shall prevent or preclude the authority from satisfying 

the foregoing requirement by depositing so much of the proeeeds of the 

bonds about to be issued, upon their issuance, as is needed to achieve 

the maximum debt service reserve. The authority may at any time 

issue its bonds or notes for the purpose of providing any amount neces­

sary to increase the amount in the reserve fund to the maximum debt 

service reserve, or to meet such higher or additional reserve as may be 

fixed by the authority with respect to such fund. 

(f) In order to assure the maintenance of the maximum debt service 

reserve in t11e reserve fund, there shall be appropriated annually and 

paid to the authority for deposit ill said fund, such sum, if any, as shall 

be certified by the chairman of the authority to the Governor as neees­

sary to restore said fund to an amount equal to the maximum debt 

serVIce reserve. Tbe chairman shall annually, on or before December 1, 

make and deliver to the Governor his certificate stating the sums, if 

any, required to restore said fund to the amount aforesaid, and the 

sum or sums so certified shall be appropriated and paid to the authority 

during the then current State fiscal year. 

(g) This reserve fund shall be kept separate from any other reserve 

fuml established by the aJltbority Hnd shall not be subject to the pro­

visions of section 18A :72-17 of the Xew .Jersey Statutes.". 

"24. If any clause, selltence, SUbdivision, paragraph, section or part 

of this act be adjudged to be ullconstitutional or invalid, such judgment 

shall not affect, impair or invalidate the remaindel> thereof, but shall 

be confined ill its operation to the clause, sentence, subdivision, para­

graph, section 01' part thereof din>ctly involved ill the controversy in 

·which said judgment shall have heenrendered.". 

Amend IJage 11, section 20, li11e 1, dl·lete "20", and insert "25". 
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STATE OF NEW JERSEY 

EXECLTI\-" I h:I'\ltT\J I~;j 

July 2, 1969 

ASSEMBLY BILL NO. 598 

To the General Assembly: 

Pursuant to Article V, Section 1, paragraph 14(b) of the Constitution, 

herewith return Assembly Bill No. 598, with my objections, for reconsideration. 

This bill would amend and supplement in many respects the "Higher 

Education Assistance Authority La"1," chapter 72 of Title 18A of the New Jersey 

Statutes. The major pr6visions of A-598 (1969) would: (1) grant to the Higher 

Education Assistance Authority the power to issue revenue bonds and to pay 

incentive fees to cooperating lenders; and (2) obligate the Authority to 

purchase from cooperating lenders personal notes repres(~nting higher education 

loans made by the lenders. These provisions were designed to strengthen the 

New Jersey Student Loan Program in order that deserving students will have 

access to higher education loans even in the fast-paced and fluctuating 

money markets of today. 

Ten years ago, when the Higher Education Assistance Authority Law was 

enacted, our Student Loan Program represented a near-perfect solution to a 

potentia lly staggering problem. Operated exclusively through decent ra lized, 

private lending institutions, our Student Loan Program has enabled thousands 

of young men and women to meet the expenses of their college educations. Until 

recent times no severe problems were encountered by prospective college students 

in their attempts to secure higher education loans through the joint efforts 

of private lending institutions and the Authority. 

Within the past few years, however, several factors have contributed 

jointly to the development of severe pressures on our Student Loan Program. 

First, the post-World War II "baby-boom" has approached its crest, \.Jith greatly 

increased numbers of young people as potential college students. Second, the 

costs of college education - just as the cost of practically all other items 

or services - has climbed rapidly in the period of constant inflation running 

from the 1957-1958 parity base until today. Lastly, the mechanics of the 

money market today are· fast grinding to a halt in this period of "tight" credit 
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and high interest rates. While all tllese fa ctors, in. varying degrees, are 

responsible for the difficulties the Student Loan Program faces today, the 

primary problem lies in the money market. 

It should be noted that numerous entities compete in the money market 

for the use of borrowed money - major corporations, individuals, small 

businesses, even other banks. The potential college student who seeks to 

enter this competition today does so under two major disabilities. First, 

applicable Federal law limits the interest that may be paid on student loans 

to 7% of the principal amount, Accordingly, the young person who needs a 

student loan finds it increasingly difficult to compete with, for example, 

corporations that are not only willing to pay 10-14% interest, but also to 

maintain a "compensating balance" on deposit with the potential lender. 

Second, repayment of student loans must often be delayed until five years 

after the loan is executed - or one year after the graduation of the student-

borrower. Yet, on the other hand, repayment of r~actical1v all other loans 

executed by a lending institution begins within three months of execution ­

and that as an outside date. Accordingly, the time-cost to a lending 

institution of student loans is clearly greater than the time-cost to it 

of other loans. For essentially these two reasons, then, lending institutions 

are increasingly reluctant to encumber large sums of their deposits in student 

loans. 

In order that the record may be clear, however, I think it important 

to note the significant role that lending institutions have played in our 

Student Loan Program. By way of example, the lending institutions of this 

State have made outstanding student loans of $70,000,000,00 approximately 

$38,000,000.00 of which bear only 5% or 6% interest. Great credit must go 

to the lending institutions of this State for the major community service 

they have rendered by continuing to make financially unattractive student loans. 

However, it is unrealistic to expect this record of past service to continue 

in the face of the present money market and the problems I have noted. 
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This bill attempts to deal with the problems I have outlined by 

empowering the Higher Education Assistance Authority to issue revenue bonds. 

The proceeds of the bonds to be issued by the Authority would be used by the 

Authority to purchase outstanding student notes from lending institutions. 

The bill makes the obligation to purchase outstanding notes mandatory ­

including the 5% and 6% loans of which there are approximately $38,000,000.00 

outstanding. In today's market, however, it is painfully clear that the return 

on the 5% and 6% loans would not be sufficient to repay the principal and 

interest on revenue bonds issued by the Authority. Moreover, the bill does 

not provide ror any suspension of the Authority I s mandatory purch ase 

obligation - a necessary provision as a hedge against even more serious 

money market conditions. 

To correct these serious defects, I am recommending two major 

amendments to the mandatory purchase provisions of Assembly Bill No. 598. 

The first YXluld relieve the Authority of any obligation to purchase student 

notes executed prior to August 3, 1968, which is the date when Federal law 

was amended to permit interest on student loans at 7%. The second would 

grant the Higher Education Assistance Authority the power to refuse to 

purchase student loans from eligible banks on a prospective basis. This 

power is necessary if the State is to be protected in the repayment of its 

revenue bonds from market conditions which would make the acceptance of 7 

per cent loans inadvisable. 

In addition to these two important amendments, I am recommending 

additional amendments on the advice of bond counsel to strengthen the market­

ability of those bonds to be issued by the Higher Education Assistance 

Authority. These amendments provide for a reserve fund which would be 

guaranteed by the Legislature and a veto of all action by the Higher Education 

Assistance Authority within a ten-day period by the Governor. This latter 

provision is one in force for almost all State and inter-state authorities. 
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Assembly Bill No. 598, if amended in accordance with my recommendations, 

would permit the Higher Education Assistance Authority to make direct loans to 

students. This power is included in order that catastrophic market conditions, 

should they occur, will not preclude students from obtaining loans. The 

power to make direct loans should only be used under those conditions where it 

is clearly impossible for New Jersey lending institutions to issue student 

loans because of the unattractive rate of return. 

I am also recommending amendments which would establish the independence 

of the reserve fund which is maintained by statute at a constant $6 million 

level for guaranteeing student loans against d~fault. This fund should be 

maintained separately from the reserve fund being recommended for covering 

the Authority's obligations in the repayment of its revenue bonds. 

I note that Assembly Bill No. 598 also authorizes the Higher Education 

Assistance Authority the discretion to pay incentive fees to lending institutions. 

These fees would have the effect of increasing the rate of return to banks 

on student loans. However, no appropriation was made for these fees and it is 

not possible for the proceeds from revenue bond sales to be used for these 

purposes. The Legislature should understand that a significant program of 

incentive fees might cost hundreds of thousands of dollars in the first year 

and would increase substantially in subsequent years. 

In making the following recommendations, I have considered carefully 

the most economical approach for the State of New Jersey, the needs of our 

prospective college students, and the creditable service of New Jersey lending 

institutions. I have consulted with representatives of New Jersey lending 

institutions and the chief sponsor of Assembly Bill No. 598, Assemblyman 

Ewing. They understand the deficiencies which I have outlined and agree that 

remedial action must be taken in accordance with my recommendations. 

Accordingly, I herewith return the measure for reconsideration and 

with the recommendation that it be amended as follows: 
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On page 1, section 1, line 9, after
 
"includes" insert "the authority and".
 

On page 2, section 2, line 7, after
 
"constitute" delete 11 a political subdivision
 
of the State established as".
 

On page 2, section 2, line 8, after
 
"instrumentality" insert "of the state".
 

On page 3, section 3, line 6, after "or"
 
insert "(a)".
 

On page 3, section 3, line 7, a fter "or"
 
insert "(b) as shall be received by the authority".
 

On page 3, section 3, line 8, after "or"
 
insert "(c) as shall be loaned to the authority
 
by any other agency or authority of the State,
 
or (d) as shall be received by__ the authority from".
 

On page 3, section 3, line 8, before "the"
 
delete "by".
 

On page 3, section 3, line 10, after "la\v,"
 
insert "or (e) as shall be received by the auth­

ority from the resale of its participation notes
 
in approved loans made pursuant to this chapter,
 
or (f) as shall be received by the authority
 
from the repayment of approved loa l1S made pursuant
 
to this chapter.".
 

On page 3, section 3,line 10, befol'e "capital"
 
delete "and the" and insert "The".
 

On page 3, after section 3, insert a new section 
4 to read as follows: 

"4. Section l8A: 72-9 of the New Jersey Statutes 
is amended to read as follows: 

l8A:72-9. Those authorized to make loans. 
The authority, or any financial or credit 

institution (including an insurance company) which is 
subject to the examination and supervision of the 
department of banking and insurance of this state or 
by an agency of the United States, any federal credit 
union, and any national bank organized under the acts 
of congress of the United States and doing business in 
this state and any federal savilgs and loan association 
havings its principal office in New Jersey may make loans 
under this chapter pursuant to such rules not incon­
sistent with this chapter and by the use of such forms, 
as the authority shall prescribe." 

On page 3, section 4, line 1, delete "4" and insert 
"5". 

On,page 3, section 4, line 5, before "assist"
 
insert "make loans to persons or to".
 

On page 4, section 4, line 16, a fter "be"
 
insert "made,".
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On page 4, section 4, line 29, after 
"chapter" insert ", and to buy and sell 
participations in approved notes made 
pursuant to this chapter". 

On page 4, section 4, line 31, after "funds" 
insert "(a)to make loans in accordance with the 
provisions of subsection (1) of this section; 
(b)" . 

On page 4, section 4, line 34, after "law" 
delete", and" and insert "; and (c)". 

On page 4, section 5, line 1, delete "5" 
and insert "6". 

On page 5, section 6, line 1, delete "6" 
and insert "7". 

On page 5 , section 7 , line 1, delete " 7" 
and insert "8". 

On page 6, section 8 , line 1 , delete "8" 
and insert "9". 

On page 6, section 9, line 1, delete "9" 
and insert "10". 

On page 6, section 10, line 1, delete "1011 
and insert "11". 

On page 6, section 11, line 1, delete "11" 
and insert "12". 

On page 7, section 12, line 1, delete "12" 
and insert "13". 

On page 7, section 13, line 1 , delete "13" 
and insert "14". 

On pa,se 8, section 14, line 1, delete "14" 
and insert "15". 

On page 8, section 15, line 1, delete "15" 
and insert "16". 

On page 9, section 16, line 1, delete "16" 
and insert "17" . 

On page 9, section l7, line 1, delete " 17" 
and insert "18" . 

On page 9, section 17, line 8, before "and" 
delete ",". 

On page 9, section 17, line 8, after "and" 
insert ", unless the authority is the lender,", 

On page 9, section 17, line 9, after "lender" 
insert ",1'. 

On page 10, section 17, line 32, after "by" 
delete "rule'! and insert "resolution of the mem1:Jers 
thereof,". 
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On page 10, section 17, line 33, after "fee" 
insert "solely with respect to loans made, placed 
or guaranteed after August 1, 1969, w1ich incentive 
fee shall be computed". 

On pClge 10, section 18, line 1, delete "18" 
and insert "19". 

On page 10, section 19, line 1, delete "19" 
and insert "20'1. 

On page 10, section 19, line 14, after "(2)" 
insert "(a)". 

On page 11, section 19, line 29, after "which" 
delete "at 'least". 

On page 11, section 19, line 30, delete "equal 
the amount of such excess" and insert "are in excess 
of such sum or percentage". 

On page 11, section 19, after line 48, insert 
a new subsection "(2)(b)" to read as follo\oJs: 

"(b) Not\oJithstanding the provisions of sub­
section (2)(a) of this section. 

(1) the authority shall be under no 
obligation to, but may in its discretion, purchase 
approved notes, or any participation therein, 
which were made, placed or guaranteed on or before 
August 3, 1968; 

(2) no approved notes, nor any participa­
tion therein, shall be purchased by the authority 
from any lender unless such lender, as a condition 
precedent to any such purchase, shall agree to use 
that portion of any monies to be paid to such lender 
incident to such purchase which represents the 
aggregate principal amount of such notes or participa­
tion therein for the purpose of making loans authorized 
under this chapter; 

(3) the authority is hereby authorized, by 
resolution of the members thereof, from time to time 
to suspend or terminate and renew its obligation to 
purchase approved notes or participations therein 
pursuant to subsection (2)(a) of this section; provided, 
however, that any resolution of the authority suspending 
or terminating its obligation to purchase approved notes 
or participations therein shall be effective only as to 
approved notes made, placed or guaranteed subsequent 
to the close of the fifth business day following the 
adoption of such resolution." 
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On page 11, after section 19, after line 48,
 
insert new sections 21, 22, 23 and 24 to read as
 
follows:
 

"21. Section l8A: 72-17 of the New Jersey 
Statutes is amended to read as follows:
 

l8A:72-l7. Reserve fund; minimum amount
 
The sum total of all reserve funds set aside
 

by the authority in accordance with the provisions 
of this chapter, other than monies held in the New 
Jersey Higher Educational Assistance Capital 
Reserve Fund, together with such amount as the 
authority may set aside, out of the fund, to meet 
the payment by the authority of approved notes 
submitted,to it for purchase in accordanrewith 
the provisions of Section l8A:72-l6(1), shall in 
no event be less than $6,000,000.00 minus the unpaid 
balance of notes purchased during the preceding 12 
months or the encumbered reserves required to be 
maintained on all approved 10~n3 from time to time 
outstanding that were approved prior to the effective 
date of this act, whichever is greater. 

The authority shall annually, on or before 
September 15, ascertain and determine, (a) an amount 
necessary to increase the estimated net balance of 
the fund as of June 30 of the next ensuing fiscal 
year to $6,000,000.00 and (b) an amount necessary 
to meet the estimated disbursements to be made by 
the authority in accordance with the provisions of 
Section l8A:72-l6(1) during the next ensuing fiscal 
year less the estimated revenue of the authority 
during the next ensuing fiscal year. The chancellor 
on recommendation of the authority sha 11 certify 
to the Governor the amount so determined, in the 
form prescribed by P.L. 1944, chapter 112, and the 
greater of the 2 amounts shall be appropriated and 
paid to the reserve fund, 

"22. A true copy of the minutes of every meeting 
of the authority shall be forthWith delivered by and 
under the certification of the secretary thereof, to 
the Governor. No action taken at such meeting by the 
authority shall have corce or effect until 10 days 
after such copy of the minutes shall m'le been so 
delivered. If, in said lO-day period, the Governor 
returns such copy of the minutes with veto of any 
action taken by the authority or any member thereof 
at such meeting, such action shall be null and of no 
effect. If the Governor shall not return the minutes 
within said 10-day period, any action therein recited 
shall have force and effect according to the wording 
thereof. At any time prior to the expiration of the 
said 10-day period, the Governor may sign a statement 
of approval of any such action of the authority, in 
which case the action so approved shall not thereafter 
be disapproved. 
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Notwithstanding the foregoing prOVlSlons of 
this section, with regard to the sale and award of 
bonds of the authority, the authority sh~ll furnish 
to the Governor a certified copy of the minutes of 
the meeting at which said bonds are sold and awarded 
forthwith upon the taking of such action and the 
Governor shall indicate his approval or disapproval 
of such action prior to the end of the business day 
upon which such action of the authority l,vaS taken. 

The powers conferred in this section upon the 
Governor shall be exercised with due regard for the 
rights of the holders of bonds of the authority at 
any time outstanding, and nothing in, or done pursuant 
to, this section shall in any way limit, restrict or 
alter the obligation or powers of the authority or any 
representati~·e or officer of the authority to carry out 
and perform in every detail each and every convenant, 
agreement or contract at any time made or entered into 
by or on behalf of the authority Ivith respect to its 
bonds or for the benefit, prote~!ion or security of 
the holders thereof. 

"23. (a) The authority shall establish and main­
tain a special fund called the 'New Jersey Higher 
Educational Assistance Capital Reserve Fund' in which 
there shall be deposited (1) all moneys appropriated 
by the State for the purpose of such fund, (2) all 
proceeds of bonds required to be deposited therein by 
terms of any contract between the authority and its 
bondholders or any resolution of the authority with 
respect to such proceeds or bonds, and (3) any other 
moneys or funds of the authority I,]hich it determines 
to deposit therein. Moneys in the reserve fund shall 
be held and applied solely to the payment of the interest 
on and principal of bonds of the authority as the same 
shall become due and payable and for the retirement 
of bonds, and shall not be withdrawn therefrom if such 
withdrawal would reduce the amount in the reserve fund 
to an amount equal to less than the 'maximum debt service 
reserve' (as hereinafter defined) except for payment 
of interest then due and payable on bonds and the principal 
of bonds then maturing and payable and for the retirement 
of bonds in accordance with the tenn:3 of any contract between 
the authority and its bondholders and for the payments 
on account of which interest or principal or retirement 
of bonds other moneys of the authority are not then 
available in accordance with the terms of any such 
contract. As herein used Imaximum debt service reserve' 
means, as of any date of computation, the largest 
amount of money required by the terms of all contracts 
between the authority and its bondholders to be raised 
in any succeeding calendar year for the payment of 
interest on and maturing principal of outstanili ng 
bonds and payments required by the terms of any such 
contracts to sinking funds established for the payment 
or redemption of such bonds, all calculated on the 
assumption that bonds will cease to be outstanding after 
date of such computation by reason of the paJ~ent of 
bonds at their respective maturities and the payments 
of such required moneys to sinking funds and the applica­
tion thereof in accordance with the terms of all such 
contracts to'the retirement of bonds. 
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(b) Moneys in said fund at any time 
in excess of the maximum debt service reserve, 
whether by reason of investment or otherwise, 
may be withdrawn at any time by the authority 
and transferred to any other fund or account 
of the authority, 

(c) Moneys at any time in the reserve 
fund may be invested in any direct obligations 
of, or obligations as to which t he principal 
and interest thereof is guaranteed by, the 
United States of America. 

(d) For purposes of valuation, invest­
ments in the reserve fund shall be valued at the 
lowest of the par value, cost to the authority 
or market' value of such investments. Valuation 
on any particular date shall include the amount 
of interest then earned or accrued to such date 
on any moneys or investments in the reserve fund. 

(e) Notwithstanding any other provision 
contained in this act, no bonds shall be issued 
by the authority unless there is in the reserve 
fund the maximum debt service reserve for all 
bonds then issued and outstanding and the bonds 
about to be issued, provided, however, that nothing 
herein shall prevent or preclude the authority 
from satisfying the foregoing requirement by 
depositing so much of the proceeds of the bonds 
about to be issued, upon their iss~ance, as is 
needed to achieve the maximum debt service 
reserve. The authority may at any time issue 
its bonds or notes for the purpose of providi~g 

any amount necessary to increase the amount in the 
reserve fund to the maximum debt service reserve, 
or to meet such higher or additional reserve as 
may be fixed by the authority with respect to such 
fund. 

(f) In order to assure the maintenance 
of the maximum debt service reserve in the reserve 
fund, there shall be appropriated annually and paid 
to the authority for deposit in said fund, such sum, 
if any, as shall be certified by the chairman of the 
authority to the Governor as necessary to restore 
said fund to an amount equal to the maximum debt 
service reserve. The chairman shall annually, on or 
before December 1, make and deliver to the Governor 
his certificate stating the sums, if any, required 
to restore said fund to the amuunt aforesaid, and the 
sum or sums so certified shall be appropriated and paid 
to the authority during the then current State fiscal 
year. 

(g) This reserve fund shall be kept separate 
from any other reserve fund established by the 
authority and shall not be subject to the provisions 
of Section l8A:72-l7 of the New Jersey Statutes." 
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"24. If any clause, sentence, subdivision, 
paragraph, section or part of this act be adjudged 
to be unconstitutional or invalid, such judgment 
shall not affect, impair or invalidate the 
remainder thereof, but shall be confined in its 
operation to the clause, sentence, subdivision, 
paragraph, section or part thereof directly 
involved in the controversy in which said judgment 
shall have been rendered. 1I 

On page 11, section 20, line 1, delete "20" 
and insert 1125". 

Respectfully, 

/S/ RICHARD J. HUGHES 

GOVERNOR 

[seal] 

Attest: 

/S / ALAN J. KARCHER 



FISCAL NOTE TO 

ASSEMBLY, No. 598 
AS AMENDED 

• 

STATE OF NEW JERSEY
 
• 

DATED: MAY 20, 1969 

Assembly Bill No. 598, as amended, amends and supplements the 

Higher Education Assistance Authori1ty Law. 

As of May 12, 1969, the Division of Budget and Accounting pointed 

out that the 1970 Budget .l\Iessage shows the estimated loans outstand­

ing for .June 30, 1969, to be $77,030,620.00. The revised estimwte from 

the Higher Education Assistance Authority as of this moment is 

$80,000,000.00. The authority expects the loans outstanding to reach 

$400 million or more by the mid 1970's. 

The cost estimate of the Higher Education Assistance Authority 

makes the following assumptions: 

-that the $80 million loans outstanding will grow to $120 million 

next year; 

-that the authority will pay a lenders fee of V2 of 1% per year 

on a calendar basis. 

The calculation of the cost is as follows: 

Pay lenders fee V2 of 1% for $80 million loans 

outstanding as of the beginning of calendar 

1969 $400,000 00 

Pay lenders fee V2 of 170 for $120 million loans 

outstanding as of December, 1969 600,000 00 

Expense of floating bonds 100,000 00 

Total Cost for Fiscal 1970 $1,100,000 00 

The cost estimate for fiscal 1971 is $700,000.00 lenders fee at l/Z of 

1 '1'0 plus the $100,000.00 expense of issuing the bonds. 

vVhen the loans outstanding grows to $400 million then the lenders 

fee at 1fz of 1% would be $2,000,000.00. The bill also gives the authority 

the option to pay a fixed. fee of $25.00 per loan instead of the V2 of 1%. 

If the authority opts to use the $25.00 fixed fee rather than the V2 of 1% 

single fee, the net cost would be considerably less although the initial 

cost would be greater. 
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The State has a contingent liability in that it has the obligation to 

purchase any loans in default and will sustain a loss to the extent that 

the loans in default are uncolleetable. 

These obse1'Yations by the Division of Budget and Accounting had 

been based on the following' 2 assumptions: 

a. V:2 of 1 eye single fee is an annual ralte ; 

b. $25.00 fixed fee is payable once at inception of loan. 

As the bill was amended on May 12, the language clarifies that the 

potential costs under the $25.00 per loan option is an annual fee instead 

of a fee that would be paid once during the life of the loan. 

Assuming a $1,000.00 loan, the cost of $25.00 fee would be 5 times 

greater than the V:2 of 1 Cjc metbod of comIJensating lenders. 

In the example given, the loans outstanding by the mid 1970's are 

expected to be $400 million and will generate a lenders fee of 

$2,000,000.00 per year. "Vith tbe same $400 million in loans the lenders 

fee at the $25.00 per loan pel' year rate would increase the lenders fee 

from $2,000,000.00 to $10,000,000.00. 

In compliarwe with written request received, there is hereby sub­

mitted a fiscal estimflte for the above bill, pursuant to P. L. 1962, c. 27. 
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