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Memorandum 
To:  Alaska Student Loan Corporation Board Members 

Thru:  Diane Barrans, Executive Officer 

From:  Charlene Morrison, Chief Finance Officer 

Date:  April 27, 2015 

Re:  Chief Finance Officer Report 

 

Municipalities Continuing Disclosure Cooperation Initiative (MCDC Initiative) 

The MCDC Initiative was intended to address the Securities and Exchange Commission’s (SEC) 

concern that many issuers have not been complying with their obligation, pursuant to bond 

offering documents, to file continuing disclosure documents and as a result were in violation of 

federal securities law.  Under this Initiative, SEC’s Division of Enforcement would offer 

favorable settlement terms to issuers, as well as underwriters, involved in municipal securities’ 

sales in return for self-reporting possible prior violations involving materially inaccurate 

statements in continuing disclosure obligations specified in Rule 15c2-12 (Rule) under the 

Securities Exchange Act of 1934. 

The Rule generally prohibits any underwriter from purchasing or selling municipal securities 

unless the issuer has committed to providing continuing disclosure regarding the security and the 

issuer.  The Rule also generally requires the official statement issued relative to a municipal 

securities offering describe any instances in the previous five years in which the issuer failed to 

comply with previous continuing disclosure commitments. 

To accept this offer, issuers must have self-reported violations involving materially inaccurate 

statements by December 1, 2014.  Staff participated in several webinar trainings related to this 

initiative and developed a review plan to identify instances of material noncompliance.  Bond 

counsel was asked to review the plan to ensure it covered the requirements of the MCDC 

Initiative.   

Staff reviewed the official statements related to bond issues in the five years prior to the MCDC 

Initiative reporting deadline.  Each official statement stated that the Alaska Student Loan 

Corporation was in compliance with the Rule in all material respects with regard to its previous 
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undertakings.  Staff then reviewed the continuing disclosure agreements entered into, and the 

related disclosures made, in the five years prior to the date on each of the official statements 

reviewed (September 2007 through June 30, 2014) to identify compliance issues.  All items 

considered a disclosure deficiency was brought to the attention of bond counsel regardless of 

whether staff considered it material.  Through a review of identified deficiencies, staff and bond 

counsel determined that, while some disclosures might have been more expressly made, none of 

the deficiencies identified rose to the level required to be disclosed to the SEC under the MCDC 

Initiative.   

Audit Engagement and Independence Letters 

Following this report please find copies of the audit engagement and independence letters.  

These letters relate to the upcoming audit and are required standard communications between the 

external auditor and management.  The engagement letter outlines the services to be completed 

by the auditor and the responsibilities of management.  The independence letter indicates 

services the auditor can and cannot provide in order to maintain their independence under 

professional standards.   

IRS Examination  

As previously reported, the Corporation’s Education Loan Revenue Bonds are under 

examination by the Internal Revenue Service (IRS). This review was initiated in January 2013 as 

part of a sector-wide (Education Loan Revenue Bond Issuers) effort by the IRS.  

The focus has been narrowed down to the permissibility of the ratable allocation method for 

recycling loan payments into new loans under the 2002 Trust. 

To date, the IRS has provided nothing in writing to support their compliance concerns.  The 

Corporation’s working group (management, bond counsel, financial advisor and the rebate 

contractor) maintain that the ratable allocation method in use complies with IRS rebate 

regulations.  Management recognizes that the IRS has provided little in the way of guidance to 

this issuer sector and may take a position contrary to the Corporation’s position.   

The last communication with the IRS was in late March when the agent called bond counsel to 

indicate continuing work on the examination.  The IRS agent had a few questions regarding 

items which had previously been covered however we again provided written responses in a 

communication dated April 2, 2015.  The Corporation anticipates receiving a formal letter from 

the IRS citing the applicable tax regulations, and the IRS’ interpretation of such regulations, 

supporting their final conclusion.  Upon receipt, discussions will undoubtedly ensue.  

The details associated with this issue remain confidential until the IRS issues a formal statement.   
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Loan Volume and Funding 

Annual loan volume for the current academic year is expected to be less than $5 million.  

Approximately $3.6 million has been awarded to date. The Corporation remains in a positon to 

fund this year’s remaining originations and expects to be able to fund next year’s originations 

with non-pledged cash.   

Management is working with the financial advisor to revise estimates of available funds for loan 

originations.  Once a timeline for external financing is developed, management will work with 

the financial advisor to develop options available to the Corporation.   

IRIS 

Accounting records for the Corporation are maintained on the Statewide accounting system and 

the State is in the process of converting its 30-year-old accounting system and its manual 

procurement system to an Integrated Resource Information System (IRIS).  Conversion is 

scheduled to occur on July 6, 2015.     The Alaska Commission on Postsecondary Education has 

had accounting, programming and procurement staff working on this effort for some time.  This 

substantial effort will continue to consume a significant amount of staff’s time and attention for 

the next several months.     

On-going project with Financial Advisor 

Management is working with the financial advisor on a project with several phases.  The first of 

which is designed to determine when the bonds outstanding under the 2002 trust can be defeased 

with cash in that trust.  I anticipate being able to defease those bonds in December of 2015 

freeing up loans to generate non-pledged cash for operations as well as future loan originations.  

Once this project is complete, the next phase will be to analyze non-pledged loan assets to get a 

firm idea of the loan origination volume those assets can support.  Information as a result of 

these analyses will be the basis for developing a plan relative to external financing.   

If you have any questions or wish to discuss this information further, please don’t hesitate to give 

me a call at 907-465-6757 or send me an email at Charlene.morrison@alaska.gov.   
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