The original documents are located in Box 61, folder “Student Loan Marketing
Association” of the Philip Buchen Files at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.



THE WHITE HOWUSE ! > ;

WASHINGTON

December 19, 1974

MEMORANDUM FOR: JERRY JONES
FROM: PHILIP BUCHEN/{? W. B .
SUBJECT: Determination Regarding Election of

Student Loan Marketing Association
Board of Directors

The attached papers are returned for further background as a
basis for the President's decision. In particular, the President
should be advised as to:

(1) What was the purpose of vesting this judgement in
the President, and what kind of criteria did the Congress have
in mind?

(2) How do the present facts compare to the Congressional
purpose? ’

(3) What practical pressures weigh in favor of acting now?
What are the disadvantages of waiting?

{(4) What are the risks of vesting control in too small and
unrepresentative a group of stockholders by acting now?

(5) What are the realistic prospects for expanding ownership
in the immediate future?

Digitized from Box 61 of the Philip Buchen Files at the Gerald R. Ford Presidential Library



THE WHITE HOUSE

WASHINGTON

December 18, 1974

MEMORANDUM FOR: PHILIP BUCHEN
”
FROM: DUDLEY CHAPMAN [3%
SUBJECT: - President’s Determination Regarding

Election of Student Lioan Marketing
Association Board of Directors

The attached paper presents opposing views by Secretary Weinbergef
and Roy Ash (favoring), and Secretary Simon (opposing), a judgment
to be made by the President. The judgment is whether sufficient
stock has been sold in a government-sponsored private corporation
to warrant turning its control over to the private stockholders,

The statute provides no criteria for how the President should make
this judgment:

"When in the judgment of the President, sufficient
common stock of the association has been purchased
by educational institutions and banks or other
financial institutions, the holders of common stock
which are educational institutions shall elect . . ."

I do not believe the attached papers are completed staff work., No .
explanation is made of the purpose of the Presidential judgment based
on the legislative history of the statute. Both the Simon and
Weinberger memos seem overly cryptic, failing to set out the
competing policy issues. In sum, I do not find an adequate basis

for making a recommendation to the President.

Attached is a draft memorandum to Jerry Jones that would correct this,




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET.

WASHINGTON, D.C. 20503

~ NOV 2 § 1974

MEMORANDUM FOR THE PRESIDENT

Subject: Determination regarding election of Student
Loan Marketing Association Board of Directors

The Student Loan Marketing Association (SLMA) was established
by the Education Amendments of 1972 (P.L. 92-318) as a
government-sponsored, private corporation to provide liguidity
for guaranteed student loans by serving as a secondary market
and a warehousing facility.

SLMA currently operates under an interim board of 21 directors,
appointed by the President. By statute, SLMA common stock mav
be purchased only by eligible financial and educationzl insti-
tutions. "Public Law 92-318 calls for a judgment by you re-
garding sufficiency of stock purchases before stockholding
financial institutions may elect their seven board members and
educational institutions may elect their seven. You appoint
the remaining seven members to represent the general public.

Edwaxd A. McCabe, Chairman of the SLMA Interim Board, wrote you
on September 19 to request that you make your judgment regarding
sufficiency of SLMA stock purchases. Secretary Weinberger re-
commends a favorable determination. Secretary Simon recommends
that you not make a determination now. ‘

Eligible institutions have purchased 166,667 shares of SLMA
common stock for some $25 million. Although only 2.1 percent
of those institutions eligible to purchase stock did so, these
institutions held an estimated 28 percent of student loans out-
standing as of June 30, 1973. The 553 sharcholders are located
in 44 States, the District of Columbia and Puerto Rico.

SIMA's stock 1ssue has suffered from general market conditions,
and because SIMA is a new organization with no earnings record,
Nevertheless, every eligible institution has been afforded an
opportunity to purchase stock.
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I bglieve that turning control of fourteen seats on the SLMA
Board of Directors over to those institutions which have
invested $25 million will be a positive step toward making
SIMA more responsive to the needs of participants in the
Guaranteed Student Loan Program. I see no gain from delaying
your determination.

Accordingly, I recommend that you determine that sufficient
comron stock has been purchased to permit an election of .
directors by SLMA shareholders. Your seven appointments to
the board may be announced at a later time, prior to the
first meeting of the new board.

A draft memorandum of determination and a letter to
Chairman McCabe are attached,

: Roy L, Ash
Director

Attachments

R
3N
&
«

A

A%Q&



THE WHITE HOUSE

WASHINGTON

Dear Mr. McCabe:

I have today determined that sufficient common stock
of the Student Loan Marketing Association has been
purchased by educational institutions and banks orxr
other financial institutions, and therefore that the
election of directors by stockholders may take place.
Enclosed herewith is the memorandum of determination.

Let me take this opportunity to thank you and all
the members of the interim Board of Directors for
your efforts in guiding the Student Loan Marketing
Association during its initial period of operation.
I look forward to the future growth of the Associa-
- tion as an important source of funds for lenders
who "provide loans to -postsecondary students.

Sincerely,

Enclosure

Mr. Edward A. McCabe

Chairman of the Board

Student Loan Marketing Association
1750 K Street, N.W.

Washington, D. C. 20006
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ATTACHMENT

P.L. 92-318 Sec. 43%{c) (3)

When in the judgnment of the President, sufficient
common stock of the Association has been purchased
by educational institutions and banks or other
financial institutions, the holders of common stock
which are educational institutions shall elect seven
members of the Board of Directors and the holders of
common stock which are banks or other financial
institutions shall elect seven members of the Board
of Directors. The President shall appoint the re-
maining seven directors, who shall be representative
of the general public. '
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DRAFT

MEMORANDUM OF
/Presidential Determination No. _/

SALE OF COMMON STOCK QF THE STUDENT LOAN
MARKETING ASSOCIATION

Memorandum for the Chairman of the Board,
Student Loan Marketing Association

THE WHITE HOUSE
Washington

Pursuant to the authority vested in me by the Education °
Amendments of 1972 (P.L. 92-318), I hereby determine that
sufficient common stock of the Student Loan Marketing Associa-
tion has been purchased by educational institutions and banks
or other financial institutions, and that therefore the holders
of ‘common stock ‘which are ‘educational institutions may elect
seven mewbers of the Board of Directors, and the holders of
common stock which are banks or other financial institutions
‘may elect seven members of the Board of Directors.

I shall appoint seven directors to represent the general
public in advance of the first meeting of the new Board.

You are requested on my behalf to convey this determination
to the holders of common stock in the Student Loan Marketing
Association, : : .

This determination shall be published in the Federal Register.

gy




g Lo THE SECRETARY OF HEALTH, SDUCATION, AND WEwrARE
i WASHINGTON, 5. . 2C201¢

ROV 8 g4

MEMORANDUM FOR EONORABLE PAUL H. O'NEILL,
ASSOCIATE DIRECTCR FOR >
HUMAN AXD COMMUNITY AFFAIRS,
OFFICE OE‘ MANAGEMENT AND BU’Du T

This is in response to your requast of October 17, 1974, for
my corments and recommencdation concerning the reguest of the -
Student Loan Marketing Association that the President now
determine that sufficient common stock of the Association

have been purchased for an election of members of the board

of diresctors to occux.

Although the proportions of eligible lenders aand educational
institutions who heve purchased comxon stock are small, partici-
pation has been reascmably wall balanced in terms of their
relative participation as lendexs under the Guarantead Sc.lent
Loan Program. A postponement of the raquested Presidential
determination in order to achieve more widespread owaership of
the stock might well be nrotracted. The Association's stock
purchase requirement would probebly have to be relied on to
achieve such wider ownership, and will have this effect in any
case.

Accordingly, I sea no purzose ia delayi ng the requested action,
and I recommend that the President make the necessary determination.
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directors to replace the
tLe President.

ant progress ward
cajecu*vea o justify
private control.
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5 s S ocosTARY OF THE TREZASURY
= WASHINGTON . 26220
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- Wigleon
MEMORANDUM FOR PAUL E. O'NRLLL, ASSCLIATE DIRECTOR
FOR ZUMAN AXD COMMUNITY ATFLIRS -
OFFPICE OF MANAGEXZINT AND BUDGET
In response to your nemorandum of Octeler 17, 197%,
T recommend thet the P:esident not maxke a aete:nlration
2t this tine that svitficient cornmon stock o the S_ucen*
~oan Marketing Association has been purzchased by educational
institutions an nd banks or other finenecial institutioc=z.,
Such a éeternination by the President woulid permit the
stockholdars to elect two-thirds of the SLMA board of

interim directors appo¢nbea by

I o not ZIeel

that SILYA has made suiifi-
echievement of its statutory
the transition to permanent

While SL¥Z has peen in existence for 22 montis, its
initizl stock sale of $24 million was completed oniy 4
nonths ago.  Thne 824 nxilliion stock szale is far short ol
the $105 million commcn stock goal initially estesliishad
oy SLMA, and the stock is held Lv 1es8s than 3 pvercent cf
the institutions participating in the guaranteed stuienc
_ocan progran. Moreover, SLYA hzs accunwulated only aboux
$175 million in its loan portfolio, compared to its
$1 billion target.

. I am also concaznad abou: tae Ifinancing of SL¥A's
éebt issues. We have been financing SLMA throuch the
Pederal PFisencing Sank. VYet, FT¥B financiiag-ds-nobt
available to the Fehera; National Mortgage Association,
waich is controlleé by & bozri of directors elected kv
X3 stockholders.  Woile 8L: obligations may be cuar-
anteed by t..e Secretery o Health, Séucation, ané Welfare
tatil July 1, 1982, and are thus technically eligible
for FP2 financiag, <he zporopristeness of sven Einencing
wotlé need tc be zeviewed in comnection with any tran-
sition to private stcckholder control of SLuMA.

Lll;laﬁ'”: Simon

< ppp—————



FOR IMMEDIATE RELEASE JANUARY 29, 1975

Office of the White House Press Secretary

hadhadidl o e R R R R R g kBl e I

THE WHITE HOUSE

TEXT OF A LETTER FROM THE PRESIDENT
TO MR. EDWARD A, McCABE,
CHAIRMAN OF THE BOARD,

STUDENT LOAN MARKETING ASSOCIATION

January 29, 1975

Dear Mr. McCabe:

I have today determined that sufficient common stock of the Student
Loan Marketing Association has been purchased by educational institu-
tions and banks or other financial institutions. Therefore, I request
you to proceed with the election of directors by the stockholders.
Enclosed herewith is the m emorandum of determination.

Let me take this opportunity to thank you and all the members of the
Interim Board of Directors for your efforts in guiding the Student

Loan Marketing Association during its initial period of operation.

I look forward to the future growth of the Association as an important
source of funds for lenders who provide loans to postsecondary students.

Sincerely,

GERALD R. FORD

Enclosure

Mr, Edward A, McCabe

Chairman of the Board

Student Loan Marketing Association
1750 K Street, N. W,

Washington, D.C, 20006
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