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2. Adoption of the November 2, 2023 Agenda

ALASKA STUDENT LOAN CORPORATION
BOARD MEETING

Zoom link
Meeting #: 943 8236 9624
Password: ASLC

Teleconference: (888) 788-0099; Code: 943 8236 9624#

AGENDA

Thursday, November 2, 2023

1. 1:30 p.m.
2.%

3.

4.*

5. 1:35 p.m.
6. 1:40 p.m.

7.% 2:00 p.m.

8.* 2:30 p.m.

0. 2:45 p.m.

10.*  3:30 p.m.

Convene/Roll Call

Adoption of Agenda
e Suggested Motion: Move to adopt the agenda of the November 2,
2023 Corporation meeting.

Ethics Disclosure Relative to Adopted Agenda

Approval of Meeting Minutes from May 11, 2023
o Suggested Motion: Move approval of the meeting minutes from the
May 11, 2023 Corporation meeting.

Public Testimony: Individuals 3-minute limit
Group Representative S-minute limit

Executive Officer Report — Executive Director Sana Efird

Presentation on Financial Statements — Chief Finance Officer Julie

Pierce, CPA, and Karen Tarver, CPA, Partner, Elgee Rehfeld, LLC

o Suggested Motion: Move to accept the annual Financial Statements
of the Alaska Student Loan Corporation for the year ending June 30,
2023.

Dividend Recommendation — Chief Finance Office Julie Pierce

o Suggested Motion: In accordance with AS 14.42.295 and the
Corporation’s income before return of capital loss for the year
ending June 30, 2023, move to accept management’s
recommendation that no ASLC dividend be declared for fiscal year
2025.

Default Management Team Presentation — Adam Weed

Adjournment

*Action Required — motion, second, and roll call vote
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2. Adoption of the November 2, 2023 Agenda

AILASKA STUDENT LOAN CORPORATION

o Suggested Motion: Move the Corporation adjourn the November 2,
2023 meeting.

*Action Required — motion, second, and roll call vote
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MEETING MINUTES OF THE 4. May 11, 2023 ASLC Meeting Minutes

ALASKA STUDENT LOAN CORPORATION BOARD
May 11, 2023

A meeting of the Board of Directors of the Alaska Student Loan Corporation (ASLC),
conducted via distance delivery, originated from the offices of the Corporation at 3030 Vintage
Boulevard, Juneau, Alaska on Thursday, May 11, 2023. Chair Adams called the meeting to
order at approximately 1:30 p.m.

ROLL CALL

Members of the board present for all or portions of the meeting: Genevieve Wojtusik,
Dr. Barbara Adams, Donald Handeland, Dave Donley and Micaela Fowler.

Staff present for all or portions of the meeting: Sana Efird, Executive Officer; Julie
Pierce, CPA, Chief Finance Officer; Kate Hillenbrand, Director of Communications and
Outreach; Andrew Bocanumenth, Assistant Attorney General; and Danni Erickson, Executive
Secretary.

Guests in attendance: Lee Donner, Regional Managing Director, and Tim Webb with Hilltop
Securities, Zach Hanna, Chief Investment Officer with the Department of Revenue.

ADOPTION OF AGENDA

Dave Donley moved to adopt the agenda of the May 11, 2023, board meeting.
Micaela Fowler seconded the motion. By roll call vote, all members present voted aye.
The motion carried.

ETHICS DISCLOSURE

Relative to the adopted agenda, no potential violations were disclosed by board members.

ELECTION OF OFFICERS

Micaela Fowler nominated Barbara Adams to Chair. Genevieve Wojtusik seconded. By
roll call vote, all members present voted aye. The motion carried.

Barbara Adams nominated Micaela Fowler as Vice Chair. Donald Handeland
seconded. By roll call vote, all members present voted aye. The motion carried.

APPROVAL OF MINUTES

Dave Donley moved to approve the minutes of the February 9, 2023, board
meeting. Micaela Fowler seconded the motion. By roll call vote, all members present
voted aye. The motion carried.

PUBLIC TESTIMONY

Chair Adams opened the public comment period to accept public testimony. Ms. Malan
Paquette provided public testimony. There being no other members of the public wishing to
speak, Chair Adams closed the public comment period.
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MEETING MINUTES OF THE 4. May 11, 2023 ASLC Meeting Minutes

ALASKA STUDENT LOAN CORPORATION BOARD
May 11, 2023

ANNUAL INVESTMENT POLICY REVIEW

Julie Pierce, Chief Finance Officer for ACPE, referenced her memo beginning on page 10 of
the packet. She explained that in accordance with the Corporations Investment Policy and
Procedures, the board is required to review the investment policy annually to determine the policy’s
effectiveness and to make adjustments to reflect changes in investment strategy and goals. Next she
explained that the current investment policy was included with her memo and was outlined on page
8 of the policy. She continued by explaining that the proposed revised Investment Policy for Board
review and approval is included in Zach Hanna, Chief Investment Officer with the Department of
Revenue’s presentation on page 36.

She concluded by stating that if there were no questions then they could move on to CIO
Hanna’s presentation.

INVESTMENT PORTFOLIO MANAGEMENT., PERFORMANCE, ASSET ALLOCATION
AND POLICY REVIEW PRESENTATION, ZACH HANNA, CHIEF INVESTMENT
OFFICER WITH DEPARTMENT OF REVENUE

Zach Hanna, Chief Investment Officer with the Department of Revenue began his
presentation by explaining that his team is a group of roughly 40 professionals who manage $49
billion for the State, which includes some $49 billion in funds directly for State programs, like the
Student Loan Corporation. They spend all of their time assisting State Fiduciaries by managing risks
and focusing on investment objectives. He explained that he would provide a brief update on the
market, performance of the corporation’s fund, and then the recommended asset allocation for
FY24.

First, he touched on inflation, as that has been driving markets for the past year or so. CPI
had come down from a peak of 9.1 last June on annualized basis. It went down to five in March, and
then yesterday was announced at 4.9%. It is coming down, but coming down slowly. He added that
it has been a challenging time in the market for the past year and a half. Inflation does remain high,
and undoubtedly will continue to be a source of volatility and a headwind for growth.

Next, he explained that the Federal Government increased interest rates in an attempt to
control inflation. He clarified that inflation in his presentation refers to small movements and
percentages and that about one basis point is one hundredth of a percent. Therefore, in this case,
rates increased from zero to 5.25, and so that is 525 basis points. Currently, the market does not
anticipate any further rate increases but does anticipate potential rate decreases. This will likely be
determined by the impact of all these increases on growth and the potential for the recession either
this year or perhaps early next year. He continued by stating that because of the Federal
Government’s actions, they have increased the yield dramatically. He explained that Pre-Covid
interest rates were at zero at the front end of the curve and very stimulating low interest rates across
the curve. Then at the end of 2022 there was a massive increase in interest rates at the front and
strong interest rate increases across the curve. It has been coming down a little bit since then, but
nonetheless very dramatic increases in interest rates. This has been a challenge for performance of
bonds last year, so it is kind of a double-edged sword. He added that bond yields are always
vulnerable to sharp rises in interest rates. However, with the high starting yields that vulnerability is
cushioned.

Next, he explained that he would discuss a little bit about equity markets. Equity markets did
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ALASKA STUDENT LOAN CORPORATION BOARD
May 11, 2023

go through a significant correction in 2022 as well. This has brought valuations back to levels that
are more normal. We have had a bit of a rebound this year slightly in excess of normal levels, but
still a lot lower than where they had ended up through the COVID period. International equities
have trailed U.S. equities throughout. The COVID pandemic and the Ukraine crisis certainly did not
help, and despite the current rebound, they remain relatively cheap compared to U.S. equities. In
addition, stocks have always been quite volatile historically, with lots of positive years, certainly,
but also lots of negative years, some being pretty substantial negative years. He stated that with
some bonds, it is infrequent to see even a negative return and, usually, it is quite mild.

He then transitioned to the performance discussion. First, he stated that 2022 was a very
challenging year. He explained that ASLC performance has rebounded since the first half of 2022
with fiscal-year-to-date performance of 4.3% through March 2023, 64 bps in excess of the
benchmark. The calendar year 2022 performance was challenging at -8.12%. The inception track
record, which is still short at 20 months, has generated an annualized loss of 2.69%. The State’s
asset class building blocks have all performed within exceptions with most providing excess returns.
This was roughly the performance that the Student Loan Corporation would have seen had they
fully adopted the asset allocation rather than the more gradual approach. However, most of the
damage in 2022 actually occurred during the first half. There was actually a positive performance on
most equities, which outperformed bonds. He added that he would be talking mostly about the first
calendar quarter and fiscal year to date returns, and those have been strong, led by mostly by
equities.

Next, he provided some background on the Corporation’s past actions. The Corporation
hired the Treasury to start managing investments in July of 2021. They initially managed a
combination of fixed income and cash equivalent investments that had an intermediate bond risk
profile. They then worked with management and with the Board on risk profiles that could better
meet the needs of the Corporation. In addition, they suggested some asset allocation alternatives to
the Board. Ultimately, the Board elected to pursue a risk profile that was roughly 40% equity and
60% fixed income. The Board elected to ease into that eventual portfolio over roughly a 2-year
period. He then began discussing the Student Loan core performance. ASLC performance
rebounded since the first half of 2022 with fiscal-year-to-date performance at 4.3% through March
2023. Recommendation usually is to be somewhat gradual in terms of how you go about achieving
that eventual asset allocation that you do not subject yourself to significant market timing risk. The
performance has rebounded considerably since that first half of last year. Additionally, fiscal year-
to-date performance for the portfolio is a positive 4.3 again, with very strong asset performance.
Therefore, benchmark performance was 3.66, and so about 64 basis points of asset performance
over that 9-month period. Some modest out-performance at 29 basis points ahead of its benchmark,
but still early.

He explained that this is a young portfolio, and that he would talk a bit more about that
further on in his presentation. Most of these asset classes, for the period they have managed money
for the Corporation, provided some reasonable positive performance. However, he pointed out the
last three. The bond, fixed income, and short-term fixed income are all actively managed. Provided
the lion's share of that asset return, which is what is expected now, in general we really look to
provide pretty predictable returns to state investors, and try to skew that predictability towards a
modestly positive asset return, but again generally fairly close to the benchmark. No one likes to go
through periods of negative performance. However, he added, it is certainly good that the portfolio
is providing access to terms that moderates that to a certain extent and managing through this sort of
downside risk is expected with the risk profile of the portfolio. Investing began at a challenging
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ALASKA STUDENT LOAN CORPORATION BOARD
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time, it was done in appropriate fashion, easing into the risk, and over the long term. They think this
portfolio is positioned ultimately to achieve the Corporation’s risk and return objectives. He paused
here for any questions regarding any aspects of this performance, or the component performance.
There were no questions at the time.

Moving on, he explained he would next discuss asset allocation. He began by explaining the
State investment policy and asset allocation process. Annually, staff reviews each investment policy
that they manage for the State (including the Corporation’s) to make recommendations, take into
account the number of factors, investment objectives, risk tolerance, time, and horizon needs
capacity for loss. They use a very transparent process, which is documented in their investment
policy manual that is publicly available online on their website, along with their investment results
and many other materials. In addition, an important part of their process is meeting Quarterly with
an independent investment advisory committee and that is a process. They review all of the
portfolios, including the Corporation’s, and test with that independent advisory committee. This is
really an important resource for the Commission and Corporation. This was the third year they had
followed that process. The asset allocation process kicks off each year with the release of capital
market assumptions. Callan is an investment consultant that annually develops 10-year capital
market assumptions for clients including the Alaska Retirement Management Board and the Alaska
Permanent Fund Corporation. DOR uses these assumptions for independence and consistency. He
explained that return expectations have generally fallen over the past 30 years as interest rates,
growth, and inflation expectations declined. He added that forward return expectations have now
increased due to inflation, higher starting interest rates and the pullback in equity markets. Treasury
staff evaluates Callan’s capital market assumptions and current market conditions to develop an
asset allocation approach for each state fund. The goal is to maximize return and minimize risk
consistent with investment objectives and risk tolerance using a combination of Modern Portfolio
Theory and account specific constraints and characteristics.

He then explained that he would summarize the 2023 Capital Market Assumptions. He
started by explaining that equities are up roughly 75 basis points again, largely because they
contracted last year. Forward expectations have now reset a little bit higher and fixed income was up
dramatically 150 to 250 basis points depending on which piece of the fixed income universe you are
focused on. Part of their process annually is to review each asset class for potential addition or
potential deletion from State portfolios. They select those that fit best based on a number of
attributes. He continued by explaining that in FY24 they are continuing to recommend no change
and using U.S. equities, international equities short-term, fixed income broad market fixed income
for most of their portfolios. They do not recommend liquid alternative investments for State
portfolios as they do for retirement funds, and because, ultimately, the legislature can make
wholesale changes to many of the funds that they manage on an annual, or perhaps more frequent
basis. He added that they feel they really need to invest these funds.

Next he stated that he would start the discussion about investment policy, and ultimately
provide DOR’s recommendation, which remains the same as it was last year. Their assessment was
that the corporation still has a long time horizon and relatively low investment liquidity needs.
Those are large determinants of whether it can adopt a higher risk profile, if it chooses to. The
Corporation’s assets are currently projected to continue to grow from an investment objective
perspective. The goal of earning a minimum of 4% was established last year to provide for
operational needs and some potential downside loan experience. They think that is still a reasonable
goal. It is certainly not bad to earn more than four, but targeting returns below 4% is sub optimal. He
added that everyone could benefit from inflation protection. They view portfolios like this to have
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ALASKA STUDENT LOAN CORPORATION BOARD
May 11, 2023

some component of intergenerational equity. So managing to grow assets over time, and providing
some protection of future purchasing power is certainly positive, but is not always possible. He
added that from a loss perspective, their assessment is that the Corporation’s time horizon and
liquidity needs should tolerate short to medium-term losses for the potential longer-term returns.
From a conclusionary perspective, they think it has a time horizon coupled with investment
objectives and other attributes that are consistent with adopting a high-risk tolerance over time.
Clearly, the needs of the corporation may change. They are always happy to work with management
and the Board to further evaluate changes to investment policy.

Next, he provided a chart that compared last year's portfolio with this year’s. Since they are
not recommending any asset allocation change, right now they think this is actually a reasonable
time to take a pause since there has been a steady increase in risk over the past couple of years. This
will allow time to assess the needs of the corporation and allow this volatility to set in and the
Corporation to become familiar with how to manage around this sort of volatility. Therefore, they
were not recommending a change in policy at that time, but at some point in the future, it may be
advisable to think about.

Continuing on, he explained that expected earnings have increased by 175 basis points to
5.85 from 4.1% last year and the downside risk statistics have improved as well. It is not that the
standard deviation has changed. It is that the central tendency has moved higher. Therefore, it
shifted that downside risk to some degree. Ultimately, the recommended domestic policy for FY24
is unchanged. It's just the numbers that have changed while the expected returns are quite a bit
higher. The downside risk is a little bit lower. They think this is probably a good place, at least for
the next year for the portfolio. Equities are always much more difficult to forecast, and certainly,
they do not make any attempt on a one-year or a short-term basis to forecast equity returns over the
longer term horizon. Their expectation for those returns will be in that 6 and a half to 7% range. He
added that it's really nice to have at this point in time a material portion of the Corporation’s risk
profile in a part of the market, if it has high yields, and is probably less likely to see anything like
the volatility seen last year.

Next, he touched on historical risk of a 40% Equity/60% Fixed Income Portfolio. He stated
there is nothing like looking at what the market is to triangulate how to think about risk. He
provided a chart that reviewed a long period of historical performance for a portfolio similar to the
Corporation’s to help provide context and show how portfolios can be impacted during a financial
crisis. He added that it is better to have eyes open, because experiencing market volatility like in
2022 is far different than a collection of risk statistics on a piece of paper. It is always good to be
thoughtful in how you manage a corporation, and how you manage a board through bold periods,
especially as you think about different risk profiles. He concluded by asking for any questions.

Discussion: None

INVESTMENT POLICY TOPIC DISCUSSION

Lee Donner, Senior Managing Director with Hilltop Securities the Financial Advisor to the
Alaska Student Loan Corporation for over 10 years, explained that they did a full disclosure review
of Mr. Hanna’s report and have no issues with how Mr. Hanna presented it. He added that 2022 was
a breathtaking experience for all and that negative 8.12% left everyone somewhat rattled. However,
when you compare it with what it could have been, if it had been fully invested in the new policy,
the losses were roughly half. The Board’s decision to ease into reallocation was a huge part of
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preventing the 2022 results from being dramatically worse than they were, which leaves the
Corporation in very good shape compared to many others after that terrible period. He concluded
that he agrees with the recommendation and that he believes it gets the Corporation headed down
the path toward a better return based on overall expenses and against student loan performance and
what is needed to generate from this investment portfolio to prevent continued declines in fund
balance.

Discussion: Chair Adams reminded Commissioners that they have taken a pretty fiscally
conservative approach with a two year timeline stretching up to three. She added that it is evident
the fund has weathered some of the storm pretty well.

Deputy Commissioner Donley moved to accept the Alaska Student Loan Corporation
Investment Policy and Procedures with no material changes based on discussion and
recommendation from Staff, DOR Investment Management Team, and Financial Advisor.
Genevieve Wojtusik seconded the motion. By roll call vote, all members present voted aye.
The motion carried.

ADOPTION OF LOAN PROGRAM VARIABLE INTEREST RATES FY2023-2024

Julie Pierce, Chief Finance Officer for ACPE, referenced her memo beginning on page 41 of the
packet. She stated that the Corporation sets annual interest rates for variable rate Alaska
Supplemental Education Loans on or after May 1 of each year. These rates will be in effect for the
12-month period beginning July 1, 2023 and ending June 30, 2024.

She explained that the Corporation issued variable rate ASEL loans from July 1, 2002, through June
30, 2006. The Corporation no longer originates variable rate ASEL loans. She added that
Corporation regulations specify the ASEL variable rates be based on “the bond equivalent rate of
the 91-day U.S. Treasury bills auctioned at the final auction held before May 1 of the loan year plus
up to 2.8 percent.” The final auction held before May 1% issuance date was April 27, 2023.

She then explained that staff recommended the interest variable rates for ASEL loans be set as
follows for the 12-month period beginning July 1, 2023:

1. During the in-school period and applicable grace and deferment periods, 7.70% 1
(91-day U.S. Treasury Bill rate set April 27th of 5.02% plus 2.70 %.)

2. During the repayment period and applicable forbearance periods, 7.80% 1, (91-day U.S.
Treasury bill rate set April 27th of 5.02% plus 2.80 %.)

Discussion: Member Handeland asked if there was anything preventing borrowers from refinancing
with us. CFO Pierce explained that the only limitation would be if the borrower meets the eligibility
criteria for refinancing. Executive Director Efird added that over the course of the last few years,
borrowers have had much lower interest rates than even the refinance rates, so it wasn’t
advantageous to refinance. Now, as interest rates are increasing, they may be looking at refinancing
and would have that opportunity as long as they are eligible.

Chair Adams asked if ACPE does any specific outreach on refinancing. Executive Director Efird

explained that ACPE does do specific outreach on that topic. She added that staff recently did a

mailing to over 19,000 Alaskans to share ACPE’s interest rates with them. She also explained that if
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borrowers call in, staff would also share the difference in the interest rates and give them
information on how to apply for refinancing.

Vice Chair Fowler noted that she looked at how these rates compare to the other rates offered
through ACPE. She explained that our student loan rates are between 5 and 7.9 while the refinance
rates are lower. The Family Loan rates top out at six. She added that everyone on the Board as well
as ACPE’s staff have a strong commitment to keeping costs for student loans as low as possible. She
concluded that while it looks like a large jump for students, it is not as dramatically out of line with
where other borrowers are currently priced at. She then asked Executive Director Efird if she would
agree with those comments. Executive Director Efird explained that yes, her comments were
correct. These rates for the variable interest loans are still lower than some of our current
borrowers have had the benefit of because of a nationally low interest rate. She added that the
average balance on these loans is less than $5,000 so the actual dollar increase would be
somewhere between $10 to 330 per month. It is an increase but unfortunately, with the reality of the
interest rate picture facing the Corporation this is the best route.

Deputy Commissioner Donley moved to approve the variable interest rates for variable rate
ASEL loans as recommended by staff. Donald Handeland seconded the motion. By roll call

vote, all members present voted aye. The motion carried.

EXECUTIVE OFFICE REPORT

Executive Director Efird began her report by thanking Zach Hanna and DOR for their help
and support and Lee Donner and Tim Webb for their wisdom and counsel. She added that she
wanted to bring to the Corporation’s attention that due to some outsourcing projects, the February
approved new refinance loan rates, which were an increase for those loans, would actually be
implemented on July 1 and not on April 1. She added that the timing change was actually a benefit
to borrowers because they had another couple months to take advantage of the former refinance
rates. She explained that staff sent out a mailer notifying borrowers of the increase.

Next, she explained that she would highlight a couple things from her report. She spent
much of the quarter meeting with legislators individually as there are many new legislators that did
not understand what the Commission does and how the Student Loan Corporation supports the work
of the Commission and its programs. She added that she has enjoyed having the opportunity to share
the mission and what the Commission is doing to help Alaskans. She also explained that HB 148,
which is a bill seeking to modernize the Alaska Performance Scholarship, was still moving along,
but she was unsure if it would make it through both bodies before session concludes. If not, staff
will continue to track it next year.

She then highlighted the completion of the outsourcing project for the servicing of loans.
Staff met the April 1** deadline as American Education Services took over servicing. She added that
she commends staff for working tirelessly on meeting this timeline. There are little pieces that need
to be worked through to ensure that borrowers are not being adversely affected by this transition.
She clarified that loans themselves were not outsourced, just the servicing of them. ACPE/State of
Alaska is still the owner.

She concluded by stating that the Commission is working hard to ensure that students have

access to State Financial Aid programs and is also prioritizing helping Alaskans complete their
7|Page
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FAFSA to help offset those financial needs as much as possible.
Discussion: Chair Adams wanted to make sure everyone was comfortable with the idea that instead
of implementing in April, increased rates would be implemented in July. She asked if anyone had

any concerns to express them now. There were no concerns.

Chair Adams then thanked Executive Director Efird for her leadership, for all her time she spent
with the Legislature and for her support in trying to move forward bills that can benefit students.

FUTURE MEETING DATES
e Thursday, November 2 2023 at 1:30 p.m.
e Thursday, February 8, 2024 at 1:30 p.m.
e Thursday, May 9, 2024 at 1:30 p.m.
e Thursday, November 7, 2024 at 1:30 p.m.

ADJOURN
Deputy Commissioner Donley moved to adjourn. Ms. Wojtusik seconded the motion.
By roll call vote, all members present voted aye. There being no objection, and no further
business to discuss, the motion carried.

The meeting adjourned at approximately 2:20 p.m.

Approved by:

Dr. Barbara Adams, Chair

Date
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Alaska Commission on
Postsecondary Education

P.O. Box 110505

Commission on Juneau, Alaska 99811-0505

Postsecondary

Education Customer Service Center
Toll Free: (800) 441-2962
In Juneau: (907) 465-2962
TDD: (907) 465-3143

Fax: (907) 465-5316
acpe.alaska.gov

MEMORANDUM

TO: Members, Alaska Commission on Postsecondary Education
FROM: Sana Efird, Executive Director

DATE: October 3, 2023

SUBJECT: Executive Director Report

During this quarter, the Executive Director’s Office has supported staff with the transition to
third party contractors, worked with senior and general managers to outline projects to support
implementation of our new strategic priorities and goals, held an all-staff retreat to build
relationships and connect all staff to current projects, presented to various groups, attended
multiple national conferences with other similar state organizations, and started FY2025 budget
preparation.

Budget Update:

Senior Managers and | are in the budget planning and proposal process for the FY2025
Governor’s Proposed Budget. Chief Finance Officer Julie Pierce and | met with the Office of
Management and Budget and the Governor’s Office staff in September to present ACPE’s
FY2025 budget proposal. This information is confidential and deliberative until the Governor
releases his budget in December.

ACPE’s FY2023 Budget has been closed out successfully and management is finalizing line item
budgets/authorization for each Division’s FY2024 budget.

Upcoming Legislative Session Preparation:

One of the Commission’s top priorities is to modernize the current Alaska Performance
Scholarship program to increase eligibility and usage. ACPE has been working over the past
three years to provide data and information to the Administration and legislative committees to
support changes in the APS program. During the upcoming legislative session, we will continue
to support efforts to pass APS legislation. Currently, HB148 and SB56 have passed from their
respective Education Committees and we are hopeful one of these bills will pass this session.
APS eligibility as a percent of the total number of public high school graduates over the last five
years shows the class of 2023 has the lowest eligibility rate of 15% since inception of the
program in 2011, followed by 16% for the class of 2022. We are concerned about this decline in
eligibility and are working with schools and families to ensure the program requirements are

COLLEGE & CAREER PLANNING - FINANCIAL AID « CONSUMER PROTECTION
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understood, and are hopeful that the pending legislation is adopted to address some of the known
program challenges.

Outsourcing Projects Update:

With outsourcing complete, ACPE’s focus has shifted to oversight and monitoring for
compliance of our third-party contractors. | am focused on meeting with contractor management
to ensure concerns are addressed timely and resolved to the benefit of our customers. Staff are
working through this transition to update and implement new policies and procedures to outline
New processes.

Human Resources Update:

Staff changes over the last quarter resulted in the separation of one employee, Student Intern,
Krishna Sanguni, and the placement of one employee, Suzann Phillips, into temporary acting
status to fill the role of Accountant V, Loan Portfolio Accountant. Our records indicate there are
a total of four (4) employees eligible to retire in calendar year 2023.

Currently, there are eleven vacant positions: one (1) in the Executive Office, two (2) in Finance,
one (1) Outreach, one (1) in Information Support Services, and six (6) in Program Operations.
Recruitment efforts have begun for an Administrative Assistant and a Program Coordinator in
Program Operations. Management continues to review all vacant positions for future need
including possible deletion or reclassification to retain the flexibility required to provide support
for agency initiatives. At present, ACPE has 44 positions filled: 10 in Anchorage, 34 in Juneau.
The breakdown of those positions by divisions is as follows: I1SS-10, Finance-12, Program
Operations-13, Outreach-6, and Executive Office-3.

With the deletion of ACPE’s Human Resources Officer, DEED’s Human Resources Officer,
Bobi Jo Grimes, is providing advising and support on any human resource matters and is
working closely with Grace Newman, Administrative Assistant to ensure ACPE’s HR matters are
addressed appropriately and timely.

As of September 12, staff are teleworking three days a week and in office on Tuesdays and
Wednesdays.

Strategic Planning/All Staff Retreat:

All ACPE staff gathered in person at the State Library, Archives, Museum building in downtown
Juneau on September 29. The goal of this time together was to build connections between
Anchorage and Juneau staff as well as share new strategic priorities and the projects that will
help meet new identified goals. It was a fun and productive opportunity to have everyone
together in one space!
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Juneau and Anchorage Lease/Space Update:

As a result of position reductions and the current hybrid in-office/telework structure, we have
been working to reduce our footprint in both Juneau and Anchorage. | am pleased to share both
moves have been completed and staff are settling in to their new spaces. Even though there are
still boxes to unpack, old files to archive or shred, and other various projects to complete to help
the new spaces feel comfortable, we are finally getting there!

Alaska Student Loan Corporation Meeting:

The Alaska Student Loan Corporation (ASLC) Board held its regularly scheduled meeting on
May 11, 2023. The Corporation Board is required to review the investment policy annually to
determine the policy’s effectiveness and consider adjustments to reflect changes in investment
strategy and goals. Mr. Zach Hanna, Chief Investment Officer Department of Revenue provided a
review of the Alaska Student Loan Corporation investment policy and current portfolio
performance. Pursuant to the review, the Corporation Board voted to accept the ASLC
Investment Policy and Procedures with no material changes. Additionally, the Board approved
interest rates for variable rate Alaska Student Education Loans.

Professional Organization Meetings/Conference Attendance:

| attended regular monthly and semi-monthly meetings with the Education Finance Council
(EFC), State Higher Education Officers Association, Western Interstate Commission for Higher
Education (WICHE), and the Alaska Business Education Compact.

In July, I attended the State Higher Education Executive Officers Association (SHEEO) Annual
Meeting in Portland. This meeting gathers CEO’s of state higher education boards and
commissions and leaders of national and regional organizations to encourage discussion and
sharing of key state and national higher education policy issues and relationship building.

Julie Pierce, Chief Finance Officer and | attended the in-person EFC Conference in Washington,
DC in September. This is always a productive conference providing an opportunity to meet with
peers from other similar state organizations across the country to hear about their current
successes. Keynote speakers included Richard Cordray, Chief Operating Officer, Federal Student
Aid and the Honorable J. C. Watts, Jr., former U.S. Representative from Oklahoma. | was also
able to meet in person with leadership from our new contractors CampusDoor (CD) and
American Education Services (AES) to share information on our conversion and with our
financial advisors, Lee Donner and Tim Webb of Hilltop Securities.

During my time in Washington, I also met with Senator Murkowski’s staff to update them on the
work of ACPE. Unfortunately, | was unable to meet with Representative Peltola or Senator
Sullivan.
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Other Meetings/Activities:

e Met with Governor’s Chief of Staff, Deputy Chief of Staff, and DEED Commissioner
Bishop on education matters

e Alaska FAFSA Summit planning meetings

e Orientation presentations for new commissioners

e Alaska Statewide Education Leaders Collaboration meeting

e ADN Interview on Loan Forgiveness

e Meetings with Financial Aid Officers

e Met with new UAS Chancellor, Dr. Aparna Palmer

e Check in meetings with contractors, CampusDoor (CD), American Education Services
(AES), and Transworld Systems, Inc. (TSI)

e Provided a presentation to Superintendents at the annual DEED Superintendent summer
Juneau Fly-In

e Participated in Tribal Workforce Roundtable monthly meetings

e Working with representative from Complete College America to determine what efforts
might work to help encourage Alaskans to complete their education/training programs

e Elgee-Renhfeld ASLC Audit exit conference

It is exciting to have the major outsourcing projects completed. | cannot emphasize the heavy lift
this was for ACPE staff. They worked tirelessly to meet the multiple deadlines to achieve this
success. Even though we are over the finish line for the initial conversion to our contractors,
there is still a large body of work to ensure we transition successfully to our new roles of
oversight and monitoring to continue supporting our borrowers.

As always, it is my pleasure and | am humbled to serve the Commission. | am proud to lead such
a dedicated team of individuals to support Alaskans and their access to higher education
opportunities.

Thank you!
Attachments:

1. August 11, 2023 Alaska Performance Scholarship Press Release
2. Alaska College and Career Guidance Report
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7. Presentation on Financial Statements

THE STATE Alaska Student Loan Corporation

of ﬁ l A S I < ﬁ FINANCE OFFICE

P.O. Box 110505
- Juneau, Alaska 99811-0505
GOVERNOR MICHAEL . DUNLEAVY Phone: 907.465.6740

TTY: Dial 711 or 800.770.8973
Fax: 907.465.3293
acpe.alaska.gov

To: Alaska Student Loan Corporation Members
Thru: Sana Efird, Executive Officer

From: Julie Pierce, Chief Finance Officer

Date:  November 2, 2023

Re: Annual Financial Reports

The Alaska Student Loan Corporation’s (Corporation) annual financial reports for the year
ended June 30, 2023 have been finalized.

Reports included herein:

Management’s Discussion and Analysis and Financial Statements (Financial Statements);
Expenditures of Federal Awards Reports; and,
Letter to the Board.

Management’s Discussion and Analysis and Financial Statements

The Statements of Revenues, Expenses and Changes in Net Position are on page 10 of the
Financial Statements. These statements reflect the Corporation’s income of $9.8 million and
loss of $9.9 million for the years ended June 30, 2023 and 2022, respectively.

Following is a brief summary of the significant items that contributed to the income for fiscal
year 2023.

The income, or change in net position, is the difference between income and expense for
the year.

Operating income consists primarily of interest income on education loans, loan-related
provision for loss and earnings on investments. Total net operating income was $18.6
million for fiscal year 2023, a $20.1 million increase from total net operating loss of $1.5
million for fiscal year 2022.

Interest income on loans declined approximately $0.2 million to $8.6 million from
$8.8 million, primarily due to an $18.1 million decrease in loans receivable.

The provision for loan related loss is an adjustment to income for the annual
change in estimated allowances for uncollectible loans and related accrued
interest. The annual provision decreased by $6.2 million to income of $3.5
million in fiscal year 2023, compared with an expense for loss of $2.7 million in

COLLEGE & CAREER PLANNING - FINANCIAL AID - CONSUMER PROTECTION
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fiscal year 2022. This decrease was primarily due to an overall decline in loan
receivable balances and a reduction in non-performing loans.

Investment income increased $14.2 million to $6.6 million in fiscal year 2023,
compared with a loss of $7.6 million in fiscal year 2022. The increase is due to
an increase in invested balances and a higher rate of return on investments.

Operating expense for administrative costs, increased approximately $0.5 million
in fiscal year 2023 compared to fiscal year 2022 due to an increase in personal
service and contractual costs.

The Alaska Commission on Postsecondary Education (ACPE) originates
loans for the Corporation and services the Corporation’s loan portfolio so
the majority of administrative costs reported on the Corporation’s financial
statements represent reimbursements to ACPE.  The increase in
administrative costs was primarily due to an increase in personal service
costs from annual salary increases on employee positions that did not vary
significantly year over year. Contractual costs also increased year over year
due an increase in costs associated with the implementation of outsourcing
services and interagency cost increases.

The Statements of Net Position reflecting asset, liability and net position balances, at June 30
is on page 9.

Current assets are those available and reasonably expected to be used to pay current
liabilities or cover the cost of operations in the next fiscal year. The increase in total
assets is due to the increase in investments offset with a decrease in loans receivable.
Loan principal repayments continue to be greater than originations and capitalized
interest, a trend expected to occur for several years.

Current liabilities are those expected to be satisfied in the next fiscal year. The increase
in current liabilities is due to an increase in amounts due to the State of Alaska.

Unrestricted net position increased in fiscal year 2023 attributable to net operating income.
Expenditures of Federal Awards Reports

The second report enclosed is required by the Uniform Administrative Requirements, Cost
Principles, and Audit requirements for Federal Awards (Uniform Guidance). The federal
award subject to the Uniform Guidance is the federal guarantee of the Corporation’s Federal
Family Education Loan (FFELP) portfolio. Page 6 of the report outlines information relative
to the Corporation’s federally guaranteed loan portfolio.

Beginning loan balance represents the Corporation’s federally guaranteed loan portfolio
balance at the beginning of the fiscal year.
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Special allowance is received from and excess interest is paid to the federal government
depending on the relationship between a prescribed market index and the yield on federal
loans as well as when the loans were disbursed. Loans disbursed before April 1, 2006,
are not subject to excess interest payments.

Federal interest benefits represent subsidized interest the federal government paid the
Corporation for borrowers of federally subsidized loans.

The net paid to or received from the federal government is recorded as an adjustment to
interest income on loans on the Corporation’s Statements of Revenue, Expense, and
Changes in Net Position.

The bottom of page 8 reflects the amount of claim payments received ($1.8 million) on non-
performing federal loans in fiscal year 2023 as well as the amount of the Corporation’s
federal loans ($19.7 million) guaranteed by the federal government.

Letter to the Board

This letter is a required communication between the external auditor and the board. It is
designed to communicate information about the auditor’s responsibilities under generally
accepted auditing standards, Government Auditing Standards and the Uniform Guidance, as
well as information related to the scope and timing of the audit.

If you have any questions or wish to discuss any of these reports, please do not hesitate to
give me a call at 907-465-6757 or send me an email at julie.pierce@alaska.gov.

Thank you
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ALASKA STUDENT LOAN CORPORATION
(A Component Unit of the State of Alaska)

MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended June 30, 2023 and 2022

This discussion and analysis of the Alaska Student Loan Corporation’s (Corporation) history, financial
position at, and financial performance for, the fiscal years ended June 30, 2023 and 2022 is being presented
to assist readers in understanding the Corporation’s structure, activities and significant financial issues.

This information is required supplementary information and should be read in conjunction with the
Independent Auditor’s Report and the audited financial statements and accompanying notes, all of which
follow.

History

The State of Alaska (State) established its first loan program for undergraduate students studying at an
accredited institution in 1968. The program was funded directly by the State and administered by the State’s
then-named Department of Education. This activity was considered a primary government function and
financial reporting was included in the governmental fund section of the State’s annual comprehensive
financial report.

The Alaska Commission on Postsecondary Education (Commission) was created in 1974 to be the
coordinating agency for postsecondary education, to administer student financial aid programs, to
coordinate and plan for postsecondary education in the State, as well as to authorize and regulate
postsecondary education institutions in Alaska. The education loan programs administered by the
Commission were funded by the State. The Commission resides within the Department of Education and
Early Development for budgetary purposes but is not subject to the direction of the Commissioner of
Education and Early Development or the State Board of Education. The Commission’s activity is
considered a primary government function and financial activity is included in the governmental fund
section of the State’s annual comprehensive financial report.

The Corporation was created in 1987 as a public corporation and governmental instrumentality within the
Department of Education and Early Development with a legal existence independent of and separate from
the State. Therefore, the Corporation is not a part of the State’s primary government. The financial activity
related to the Corporation is reported as a discretely presented component unit in the State’s annual
comprehensive financial report.

The Corporation was created to raise alternative financing for education loans through the issuance of debt.
The Corporation’s goal is to provide low-cost education loans to Alaskans pursuing education and training
at a postsecondary level and for other qualified individuals attending postsecondary institutions in the State.
By statute the Corporation has one employee, the Executive Officer. The employees of the Commission
serve as staff for the Corporation. In 1987, the Corporation entered into an agreement with the Commission
for administrative services related to its loan programs. In April of 1988, the assets and liabilities of the
State’s existing education loan programs were transferred to the Corporation effective December 1987.

The Corporation cannot be terminated as long as it has debt outstanding. Upon termination, the
Corporation’s rights and property pass to the State.

Under contract with the Corporation, the Commission awards and originates the 