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OriginallfCegisiation — Chapter 864 of the
Acts off Assembly 1972

Created the Virginia Education Loan Authority as a
separate political subdivision “to facilitate the college and
vocational education of residents ofi this Commonwealth
and to promote the industrial and econemic development
ofi the Commonwealth-"

Authorized to make direct loans to or acquire the loans
ofi students at public and private institutions, of higher
education and vocational schools for the purpose of
ebtaining| an education and to buy and sell obligatiens
[epresenting suchiloans

o gualify, a student haad te be: (1) a resident off /A or a
non-resident attending an institution of higher ed in VA;
(i) enrolled or accepted for ennelliment onrat least a
nalftime: basis at a schoel approved by the US DOE, and
the State Education Assistance Authoerity (guaraniee
Agency).

Originall state appropratien for the Authority. te: get up
and running = $10,000




Original Legisiation — SB 486 (1972)

Authority authorized and empowered to:

. To fix and revise, charge and collect interest
and fees for loans made by it

. ToiIssue revenue bonds

. 10 berrow. meney. in anticipation: of the
ISsuance of bends

. le establish rules and regulations

. e acquire, held and dispose of personal
Property




VVELLA'S authorized pewers contd

To make and enter into all contracts and agreements
necessary.

To employ consultants, attorneys, accountants and financial
experts, superintendents, managers and other employees

Tlo receive and acecept from any federal or private agency,
COrp., assoc., or person, grants to be expended in
accomplishing its ebjectives and to receive and accept from
the Commoenwealthy, frem any municipality, county or other
political subdivision: thereofi and fren any: ether seurce aid or
contrbutions of either moeney, property, or thing of value

To sue and be sued

Do all ether acts and things Necessary or cenvenient to canry
OUt the powers expressly granted




Important Eacts

Up and running withifirst loans in 1977 after Congress
established financial incentives to increase lender
participation

Essentially VELLA was a supplemental lender and
secondarny market to banks, savings and leans, and
other financial institutions in VA; students unable to
secure Guaranteed Student Loans through commercial
lenders could pursue funds through VELA

Revenues consisted primarily ofi Interest payments,
Investment earings, and meneys earned from senvicing
loans on| behalf ofi ether lenders

Expenses consisted primarily interested paid on phoends,
Notes, and other obligations, and eperating|EXPENSES
incurred in making, acqguiring, andi Servicing student
loans




Snapshot of VELA 1n 1985

= Studentloan:landscape changingas there was
starting torbe an increase in participation: in the
student lean industry by banks

= 146 schools in VA and 1268 out of state schools
(with VA resident students) participating

" $58,121,756 in approved loans for 8,290
students — Undergraduates could berrow: a max
off $2,500/year and grad students $5,000/year

= Epnanced up untilfthis peint with tax exempt
notes and bends

= Erom itsiinception to 1965, VEILLA had senved
116,000




Snapshot off VELA In 1985

Effectiveness of collections improving with an average: of
$3 million a month — 4 years after the decision was made
to service their own leans and focus on collection
methods te reduce delinquency: and default rates

\/CU was the #1 institution for amount of leans flowing
into the university - $9 million

Public 4-year #1 type of institution receiving lean meney.
fromi students - $35 million

Private 4-year #2 type of institution receivingloan meney
from students - $13 million

The agency employed 110 full-tine staii; one of the
largest direct lending programs ini the: country,




Virginia Education’ Lean Authority
and State Education Assistance
Authority: Consolidation -1992

= Chapter 630, Acts of Assembly 1992 combined
the Virginia Education Lean Autherity and the
State Education; Assistance Authority (guarantee

agency) jointly and independently to comprise
the Virginia Student Assistance Authoernties

Governed by a single Board ofi Directors —
stated that “no action by the Board shallllhe
SUbject te attack By any. PErsen on the greunas
that It IS In the furtherance of the interest of
eitherr Authority, ever anetaer

| Separate fundlaccounting




Liguidation and' Sale 1995-1997

= As of June 30, 1994, VELA’s outstanding
student loans totaled $305 million and its
outstanding bonds totaled $470.8 million

HB 2026 (Callahan)/SB 995 (Stosch) — at the
request of then Governor Allen — intreduced

egislation in January 1995 to direct VELA 1o
iguidate Its assets with all moneys; aiter
payment off EXpPenses and prevision fier any.
[esernves deemed approepriate, to e depesited in
the general fund of the Commonwealth

Finall sale in 1997 to Sallie Mae — and $64
million deposited into the General Eunad




Additional Information

= Gene Cattie, former executive director
(1976-1992) of VELA has offered to attend
and speak in greater detaillabout VELA
and aboeut his insight as te why: the
decision was ultimately: made to shut it
down as well as his view: of higher
education finance at the next joint
subcommittee meeting In August.




