© 00 N oo o A~ w N -

N N BP R R R R R R R R R
B O © ©® ~N o O A W N B O

22

23
24
25

Atkinson-Baker Court Reporters
www.depo.com

HI STORI CALLY BLACK COLLEGE AND UNI VERSI TY
CAPI TAL FI NANCI NG ADVI SORY BOARD

[CERTIFIED COPY]

Advi sory Board Meeting
Dr. Beverly Hogan, Chairwoman

December 2, 2017

Hot el
White Rock Roons 1-2, Level 5
555 South Lamar Street

TX 75202

Advisory Board Meseting
December 2, 2017



kfrias
Certified Copy 2


© 00 N o o b~ W N PP

N RN NN NN R R R R R R R R R
O N W N B O © © N o OO~ W N B O

Atkinson-Baker Court Reporters
www.depo.com

Rk i e b b b b b S R SRR e b b S b b S b e i b S b b i Rk i i i b b b S e b i S S b S b i S S S

DR. HOGAN: Thank you so nuch, President
Sorrell, for welcomng us to Dallas. I1t's a pleasure to
be here and to welcone all of you as nenbers of this
HBCU Capital Financing Advi sory Board.

| thank you all for your service. As | |ook
forward to working with all of you in the inportant work,
| think it comes at an inportant tinme as we | ook at
infrastructure needs on our canpus. This is ny first
neeting as the chair and sonme of you as new board
menbers, advisory board nmenbers. So we will |earn
together. | know we are in an advisory capacity to | ook
at advising not only the Secretary, but Congress, on sone
of the needs and maybe | egi sl ative kinds of things that
we can look at. | know we have a long |list of needs at
our institutions. So this is the avenue that Don WAt son
and others and M. Kissel and here in the U S. Departnent
of Education, working with us on |ooking at how we can
find the resources and prioritize those kinds of things.

So I'mexcited about the work before us. 1I'm
going to call this neeting to order, and we'll have the
roll call by Don Watson

MR. WATSON: Yes, mm'am

MR. WATSON: Davi d Beckl ey.

MR. BECKLEY: Present.
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MR. WATSON: Beverly Hogan.

DR. HOGAN: Here.

MR. WATSON: Harry Tisdale.

MR. Tl SDALE (tel ephonic): Here.
MR. WATSON: David Hall.

(No response)

MR. WATSON: Adena W/ lianms Loston.
MS. LOSTON: Here.

MR. WATSON: Perry Ward.

MR. WARD: Here.

MR. WATSON: Lezli Baskerville.
MS. BASKERVI LLE: Present.

MR. WATSON: Lodriguez Mirray.
MR. MJURRAY (tel ephonic): Here.
MR. WATSON: Johnny Tayl or.

MR. TAYLOR (tel ephonic): Here.
MR. WATSON: A. Wayne Johnson.
(No response)

MR. WATSON: Johnat han Holifield.
MR. HOLI FI ELD: Here.

MR. WATSON: Madane Chair, we have

DR. HOGAN: Thank you.

At this tinme I'll ask Adam Ki ssel,

Deputy Assistant Secretary for Hi gher Education Prograns,

a quorum

who i s the

to speak to us and any other comments he wants to nake.
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MR. KI SSEL: Wel cone. Thanks, everyone, for
bei ng here, audi ence and nenbers and guests.

' m Adam Ki ssel. |'m Deputy Assistant Secretary
for Hi gher Education Prograns in the Education
Departrment. |'mthe Designhated Federal O ficial for the
HBCU Capital Financing Advisory Board. | have been here
for about five nonths, and |I've been |istening and
| earning quite a | ot about the board and its duties. Let
me tell you what the official duties are according to the
charter.

In brief, the Advisory Board is established
within the U S. Departnent of Education to provide advice
and counsel to the secretary of the designated body
authority as to the nost effective and efficient neans of
I npl enenting construction financing on the canpuses of
HBCUs and to advise Congress regarding the progress nmade
in inplenenting the program

So with sone specific duties that are |isted,
there's the feasibility of reducing borrow ng costs
associated with the program including reducing interest
rates, and again a general duty of advising on the nost
effective and efficient neans of inplenenting
construction financing on the canpuses of the HBCUs.

| have sone additional wel cones and thanks to

give. So for the first time representing United Negro
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Col l ege Fund is Lodriguez Murray, who's the designated
menber for the UNCF. W also should thank M chael Lomax
for his service on the board.

We, of course, should thank Johnny Chandl er.
This is his last neeting with the board because he's
runni ng of f of Thurgood Marshall College Fund, TMCF. So
we have huge thanks to give him Wthout his service on
this board and to so many ot her enterprises he's been
part of over the years.

So, Johnny, thank you so much for being with us
for the time you have.

MR. CHANDLER: Thank you, Adam

MR. JOHNSON: Adam this is Wayne Johnson. |
just joined in.

MR. KISSEL: Hi, Wayne. Thank you.

We al so have comng in as the new TMCF
President. 1It's Harry Wllians from Del aware State
University. So we will be welcom ng himat our next
nmeeting for his first time with us here on the advisory
boar d.

Thanks again to Mchael Sorrell for his welcone
just before we started. This is a beautiful |ocation, a
wonderful city, and thank you for having us here. So
t hanks to Paul Quinn College for being part of the

hosti ng del egation for us.
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This is our first business neeting under our new
charter. So the last neeting of this board was in 2015.
The secretary rechartered and reconstituted the board
just this past summer. We held an adm nistrative neeting
to get people up to speed on ethical responsibilities and
things like that, but this is the first business neeting
of the board in a couple of years. Qur goal is to neet
at least twice a year for the duties that | descri bed.

The inportance of having these neetings public
and transcribed is that we are here as an advisory board
for the service of HBCUs with public input. So we have
people here in their representative capacities of public
HBCUs, private HBCUs, and the HBCU organi zations. And
the public has its say, as well, and we can take public
comment. We have a half hour for that at the end of the
neeting, 6:45 to 715. And we have a transcriptionist to
make sure anyone who is not here has a chance to know
exactly word for word what everyone has said and think
about that and provide additional conments in con ng
weeks and nont hs.

In addition to that, we are intending to have
our neetings not just in D.C., but at HBCUs around the
country so that we can maxim ze public participation.

Not everybody is in D.C. or Dallas. So we can have

peopl e from Al abama and North Carolina and Illinois and
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wherever an HBCU may be -- it may be even outside of that
area -- so we can have maxi mum public participation in
the United States for people interested in this topic.

So we have a full agenda. Dr. Hogan is the
chair, so she is running the neeting. M role is to
approve the agenda and other duties |ike that, but for
the rest of the time this is Dr. Hogan's neeting.

So thanks very nuch.

DR. HOGAN: Thank you so nuch, Adam | know we
have Dr. Leonard Haynes here, who is working with the
Departnent of Education, long tinme associate of the work
that we do, and the new Executive Director of the Wite
House Initiative, Johnathan.

MR. HOLIFIELD: It's great to be here.

DR. LOSTON: Adam since you're addressing the
menbership, the nane of the institution is m sspelled.
St. Philip's is actually the biblical spelling of
Philip's with one L and al ways an apostrophe S.

MR. KI SSEL: Thank you very mnuch.

DR. HOGAN: Lezli.

DR. BASKERVI LLE: Madam President, | note the
presence of two presidents in the audience, and for the
record | think it would be great if they would introduce
t hensel ves. They thought this was inportant enough to

get here early, and one came with their executive team
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DR. HOGAN: Great. Yes.

MS. DAWKI NS: Good afternoon, everyone. |'m
Phyllis Dawkins. |'m President of Bennett College. And
with me | have ny trustee chair soon to d adys Robi nson.
She's a North Carolina Senator. And with ne also is
Leroy Summers; he's my chief financial officer.

DR. HOGAN: Okay. GCentl enen.

MR. NEWMAN: Hello, |I'm Lester Newman, President

of Jarvis Christian College, only 100 m | es east of

her e.

DR. HOGAN: Thank you both for joining us.

At this time we will have the approval of the
May 18, 2015, minutes. | know that there are a couple of

menbers who were here at that tinme. Sonme of us were not,
so we're going to have to rely on the know edge of all of
you who were here when those m nutes were taken and those
di scussi ons were had.

| will entertain a notion for the approval of
t he m nutes.

DR. LOSTON: So npove.

DR. BECKLEY: Second.

DR. HOGAN: It's been noved and seconded t hat
the m nutes are approved. 1Is there any discussion?
If there are no objections, we will accept the

approval of the m nutes by accl amation.
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Now we' I | come down to the Director's report.

At this tinme | publicly thank Don Watson for all the work
he's done over the years with many of our institutions
and helping to inplenment the prograns and making the
construction needs of our canpuses becone a reality.

MR. WATSON: Thank you, Dr. Hogan. First on ny
report, since we're doing introductions, | would like to
i ntroduce Rice, who is the designated marketing authority
for the Capital Financing Program Here fromRice is
WIIl Fisher, CEO and Don Rice, who is the president and
CEO of Rice Securities.

Wth that, Madam Chair, |I will start ny
report.

Thank you, Madam Chair and nenbers. As |
present ny report for the Capital Financing Program |
would i ke to start with an update on Barber Scotia
coll ege. As many of you know, Barber Scotia has
defaulted on its finance programin 2004. Since then
Bar ber Scotia has been using the funds of other HBCU
escrows to pay its bond paynent.

As of Decenber 17, the Designated Bonding
Aut hority rel eased a Request For Information. What that
basically is, it's a docunent that goes out to devel opers
and ot her individuals seeking ways in which they could

utilize the asset for Barber Scotia canpus. To date, |
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bel i eve they have sonewhere between three or four

devel opnents that actually have gone or requested visits
of the canpus. The current president and his cabinet is
very hel pful in facilitating those visits.

Just so you will understand the inportance of
this, it's once -- we don't necessarily know what the
price of the campus would be until the asset is actually
sold. O if the devel opment cones in, that there will be
anyt hing that the devel opnent can say, Hey, we want to
start bring all their paynents to make them full and | et
the coll ege becone -- continue as a going concern. O
t hey can cone and say, Hey, we want to buy the entire
canmpus, and Barber Scotia wll sort of go away.

The inportance of this part of the institution
in the loan programis that those institutions, whatever
the sale would be, would have -- after the bonds are
paid, a portion of their escrow has been used to pay the
bond service for the last 13 years would be rei nbursed
proportionately.

DR. BECKLEY: Is the |lien against the entire
canpus or just that...

MR. WATSON: The lien is against the entire
canpus. Carnus (phonetic) in 2008 nade a suggestion or
made a statutory change that we actually only

collateralize one percent of the canmpus unless the

10
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secretary deens nore is necessary. So prior to that,

t hough, what | thought on the sane |ines of what Carnus
did prior to that, we actually no | onger put liens on
entire canpus. W only take enough collateral to cover
t he | oan.

But in this case, because that transaction was
done prior to nmy arrival, that was -- that was the
actual, but the programdid design. There were
situations where we cane back and reeval uated sone
i nstitutions where we collateralized entire canpuses, and
we went back, reevaluated the collateral, the assets, and
our release in collateral so that we are in conpliance
with other things. But in this case, because they're in
default, we did not go back to that.

Any nore questions?

MR, TAYLOR: Just rem nd ne. \What's the anount
owed?

MR. WATSON: The outstandi ng anount for Barber
Scotia is roughly -- the bond itself is about four and
sone change. But when you actually start to put in what
has been paid out of the other escrows, it conmes closer
to.

DR. BASKERVI LLE: 6. 4.

MR. WATSON: 6. 4.

MR. KISSEL: This is Adam May | ask the people

11
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on the phone to state their name before they provide a
comment or question so we can have that in the
transcription?
MR. TAYLOR: |I'msorry. This is John Tayl or.
So what is the nunber?

DR. HOGAN: | think the nunber is 6.4 mllion
dol | ars.

MR. WATSON: Right. So the way you get to the
6.4 mllion, there's been 25 bond paynents that haven't

been made on that, and their sem annual bond paynent is
roughly $257,000 every six nonths. Plus the

out st andi ng bond, which would bring the total outstanding
to around 10 m I lion.

So canpus would have to sell roughly over 10
mllion dollars to repay everyone's escrow and to pay the
bondhol der.

DR. BECKLEY: And what was the initial not?

MR. WATSON: The initial note was 6.9 -- roughly
6.9 mllion.

MR. HOLI FI ELD: This is Johnathan Holifield. Do
you have any idea of the value of their assets in total?

MR. WATSON: The last time | did an appraisal of
a canpus it was about five or six years ago. Wien we
take col |l ege buildings as collateral, one of the

downsi des of that is that the buildings thensel ves have a

12
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limted educational use. So that sort of hurts the val ue

of selling the buildings as they are.

However, at the tinme that building -- the canpus
was col |l ateralized, the appraised value was, | believe 15
mllion. Roughly 15 mllion.

Si nce then, though, what you al so have to
realize, in Concord, that town itself has actually
changed. So when you actually visit the town, it's not
| i ke the sane condition it was when we nade the | oan or
even the position it was four years ago.

But then five, ten mnute walk is the city hall.
They have a race track there. They're building hotels
and other things. So the city itself is actually --
there's developnent in the city itself.

DR. BECKLEY: But the condition of the

buil dings, that's going to be a major factor in terns of

val ue.

MR. WATSON: The condition of the buildings,
right.

A couple of things. As Dr. Beckley said, the
condition of the buildings will conme into play. However,

when you | ook at the condition of the buildings, there
are a couple of things that have to happen anyway.
Because the buildings are designed -- nost of their

bui | di ngs are designed as classroons and ot her academ c

Advisory Board Meseting
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bui | di ngs. Anybody who bought the canpus woul d have to
go in and do a redesign the buil dings.

The other thing, some of the buildings are
hi storic in nature, which will also be sone things that
will conme into play.

What we actually finance itself is actually
still in great condition. That's sonething that is used
for classroons as well as space for students they have
that live on their canpus.

DR. HOGAN: How many students are there now, do
you know?

MR. WATSON: They roughly have from anywhere
bet ween 20 and 25 students. They offer prograns that are
not accredited, nore certificate programs. Wen | neet
with them they talk about having or finding prograns
that are in that nature job, crazy progranms |ike solar
devel opnent, installation, electrician prograns, things
i ke that.

DR. HOGAN: Did you have a question?

DR. LOSTON: | didn't realize they were stil
operating -- Adena Loston. | didn't realize they were
still operating as an institution. But they are

functioning with 25 students?
MR. WATSON: Yes. They have 25 students

functioning. |1'mnot sure where the revenue cones from

Advisory Board Meseting
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because, again, they're not eligible for Title IV aid or
anything el se. So how are students actually paying or
that, I'mnot sure. But getting reports, that's
generally the nunmber that | get. Wwen I'mdown to visit,
that's what | see. However, when |I'mthere |I've never
seen any students.

DR. LOSTON: Is there anything in the |aw that
says that there is a tine limt for when you -- if
they' re continually defaulting on the |loan, that we wll
continue to draw down fromthe pool account to go on for
an unlimted tineline?

MR. WATSON: There is no tineline in the | aw
However, what you have to realize, this is an asset. As
| said earlier, the asset is nost of the buildings have
an educational use. So if you think about the housing
mar ket and when the housing market took a bust, it was
difficult for banks to sell houses because -- and people
live in houses every day. People don't buy canpuses
every day. They don't buy buil dings every day.

Even if -- if you had a building across fromyou
or a canmpus was across fromyour canpus at St. Philip's,
the ability to buy that building or the need to buy that
bui I ding woul dn't exist. So other devel opment woul d have
to conme in, and that's what's driving the market. The

ot her devel opers need to buy that or want an interest in

15
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buyi ng that piece of property.

So we have to keep going so the |loan stays in
default, and we don't foreclose on it until we find a
| ender. Otherwi se, we becone responsible for the
security. W becone responsible for if someone gets hurt
on that canpus at this point, we become responsible for
t hat .

"Il tell you, and as president you know, if
there's a house across the street fromyou that worth
$30, 000, because you're the president of the institution
and you want to buy the house, the value of the house now
becomes 150 mllion dollars. So just imagine if soneone
knows the federal government owns sonething, and they
fall and hurt thensel ves on the property.

DR. HOGAN:. Dr. Beckl ey.

DR. BECKLEY: Don, if the other four or five
institutions in that group decide to pay their bonds off,
what will happen to Barber Scotia?

MR. WATSON: Well, it's up to them It's their
property.

DR. BECKLEY: What |I'msaying is that four or
five students, if the other four schools paid, Here' s ny
check, I'"'mgetting out of this. They just pay it off.
VWhat will happen to Barber Scotia?

MR. WATSON: Barber Scotia will stay as they

16
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are. It doesn't matter -- as a |ender you sort of have
to understand as a lender if four or five schools cane to
say, Hey, we want to pay off this debt, then we'll accept
t hat paynent. |If sonebody from across the street cane
and said, Hey, we want to pay this off, they just have to
pay for the debt.

DR. BECKLEY: | guess | should have asked it the
other way. |If we say that there are five schools in this
co-op, Barber Scotia and four schools. The four schools
say, We owe you 6 mllion dollars on our debt, and they
pay that 6 mllion dollars. Do they still have the pay
the portion that resol ves Barber Scotia debt?

MR. WATSON: No. So the school's obligation,
two things happen. Wen a school puts noney in a pool of
escrow, that's their Iimt. |If your five percent goes
away for whatever reason, that is your limt of liability

toward any default, whether it's Barber Scotia or sone

ot her school. That's the limt of that particular
liability.

At the same tine, for exanple, you give -- if
you have a mllion dollars in your escrow, and 100, 000

went to Barber Scotia and you get out, you get that
$900, 000 back. So it's whatever renmmins. Because the
way pool escrow works or the way escrow works is that

It's based on a wei ghted average. So the nore | oans we

Advisory Board Meseting
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make, the smaller in-school contribution funds.

To give an exanple, one school received a | oan |
think in 2002, and their initial contribution to the
escrow was 15,000. Fifteen years later their
contribution cane | ess than $1,500 a year. Now, it's
even | ess because we made nore |oans. The nore | oans we
make, institutions weighted contribution al so decreases.

Dr. Baskerville.

DR. BASKERVI LLE: Yes, sir. Thank you very
much.

Wondering so when by Decenber 20 if the offers
that are in don't approximate 6.4 mllion dollars, are
you required to accept them or do you put out another
request for information? And then is there a tineline by
whi ch sonet hi ng has got to happen?

MR. WATSON: There is not a tineline in which
sonet hi ng has to happen, but two things have to happen.
One thing you want to do, one, you have to have enough to
pay off the bond. |[If you don't have enough to pay the
bond, that's a no go there. That's the main objective.

If we get enough to pay of the bond and to give
the schools back a portion of their escrow, we're okay
doing that, as well. But the main goal is to pay of the
bond and stop any other schools you contribute to, any

debt service paynents.

18
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DR. BASKERVI LLE: GCkay. Thank you.

MR. TAYLOR: Johnny Taylor. One quick follow up
to that. It's a two-part question. |[Is currently Barber
Scotia paying anything or essentially they' re squatters
ri ghts?

MR. WATSON: Yes. No -- well, | don't want to
say it's there for free because as | said earlier in
response to Dr. Loston question, they're actually paying
i nsurance, they're paying lights, air, and other things
in the building for which we actually constructed. So |
woul dn't say that.

So what they're not doing is a paying their
bond, but the asset we actually created, when | go to the
canmpus, | have neetings there. There's running water, so
they're paying water, they're paying other things in the
asset that we actually created.

So -- and what the price of that is or the value
of that, they also get a portion of the noney from |
bel i eve the Presbyterian church. So they're not paying
t he bond paynents, but they are keeping up the assets.
The grass is cut, things |like that are going on.

MR. TAYLOR: But practically speaking, that

woul d be like me owmning -- living in an apartnment and not
paying rent, but |I'm paying the light bill. [|I'm paying
the water bill. But the question is, are you paying the

Advisory Board Meseting
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rent? So that's what | nmean. Specifically they are not
paying the rent, so they are there for free, right,

whet her it cones to the rent or the nortgage in this
case?

MR. WATSON: Actually, you could | ook at it that
way, but actually |I look at it froma point that the
| egi slation itself says that the purpose of the escrowis
to paid for the delinquency or the default of any
institution. So the escrowis actually performng its
purpose until we sell the asset.

Of course, this is the board's -- the board can
make a recommendation at this point in time that we
foreclose imedi ately and put that paynment on the federal
governnent, which we becone responsible for having
security there because | don't see the federal governnent
putting up a fence. W have to have security. And the
asset that we actually finance, | don't see us -- because
no one's in there, | don't think that the governnment
woul d actually keep the lights on.

And the buildings are, if you believe it or not,
are living, breathing things. At a certain |evel the
bui |l di ng deteriorates. |f sonebody breaks a w ndow and
it's not fixed, that water danmage causes nore corrosion
t han anyt hi ng.

So it's a balancing act, but, as | said, the
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board at any point in tinme can nake a recommendation that
we foreclose i mediately.

MR. WARD: Perry Ward. |'mnew to the board,
but the entity that we're dealing with is still the board
of trustees of Barber Scotia?

MR. WATSON: Barber Scotia has a board of
trustees. They also have a president, a CFO. Everyone
there is on a volunteer basis.

The president cuts the grass voluntarily. Their
| T person, she has her own conpany, but she's been doing
things voluntarily. So people who are working there --
when | say Barber Scotia has an executive board, they're
all working for free or volunteer.

DR. BECKLEY: Let nme go back to the buil ding.
You maintain the building. Are they maintaining just the
buil ding that you have a |oan on or the entire canpus?
Because from what |'m hearing, you have the entire canpus
on your roll. If I"monly maintaining one building, you
may not have anything to sell other than rental space.

MR. WATSON: Right. You're right. But again
these buildings are old buildings. |If you | ook at the
i nside of the building at the structure itself. If
soneone had to buy these buildings, as | said before,

t hey woul d probably go in and do an entire gut of the

building, right? Unless you're an institution buying a
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bui l ding, you can't fit classroons into an apartnment or
create classroons into condos or office space
necessarily. So they would have to go in and gut those,
anyway.

If they can't afford to take an entire canpus
because of the expense of it, | mean, just think about
canpuses that operate every day. There's no campus or
conmmunity that has a zero deferred mai ntenance bill
Don't care who you are, what you're affiliated with, your
deferred mai ntenance bill is high, and that's the first
thing to go.

This is no different. The first thing we're
unable to pay, they keep up as nuch as they can. And the
building they're using, that's the one that they're
trying to keep up.

DR. BECKLEY: So the |ikelihood, you're not
going to get 6 mllion dollars for the property.

MR. WATSON: | don't know. It's not Cap
Fi nance, but personally | had real estate in New Jersey
that was in the worst shape of sone of the buildings in
Bar ber Scotia. And because it was turning around the
city, I canme off pretty good.

DR. BECKLEY: Good | uck.

MR. WATSON: But again |I'mnot -- the market

bears that price.
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DR. LOSTON: Don, | think we |lost sonme. This
was maybe before your tinme. But do we know, what did
full enrollnment |ook |ike at Barber Scotia? What was the
size of the...

DR. BECKLEY: About 700, 1 think.

MR. HAYNES: It was |less than a thousand.

DR. BECKLEY: About 700. Small

DR. HOGAN: Don, can you shed light on -- and
ot hers m ght know this, but the advantage of continuing
the way -- we have to continue with Barber Scotia in the
position that it's in or what's the advantage or
di sadvantage of saying it's time for foreclosure?

MR. WATSON: The bi ggest di sadvantage to ne is
that, one, you still have to pay the debt service. So
the debt service still cones out of escrow. So that's
the only thing now.

The di sadvantage to ne is if we pay the escrow,
we' Il have to pay insurance. W also have to put a gate
up, secure the canpus, and probably have soneone actually
roam ng the canpus because it is -- security would have
to be an issue there, and that could be -- that will be
an additional cost.

DR. HOGAN: So you're thinking it's nore
advant ageous to continue?

DR. BECKLEY: Let themuse it.
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DR. HOGAN: Let themuse it and continue with
some occupancy there. Makes sense.

DR. BECKLEY: \Which |eads to the question, How
| ong? That's the real question.

MR. WATSON: Dr. Baskerville, was your question
answer ed?

DR. BASKERVI LLE: Yes. Thank you very nuch.

MR. WARD: |I'mjust curious. |'msure you're
probably already doing it. |Is there a person who is on
staff, a duty to market the property like a realtor could
get out and shop the building and the | ocation of the
col | ege?

MR. WATSON: On whose staff?

MR. WARD: On Barber Scotia. |s there anybody
in the mx that's out there saying, Hey, here's a good
buy. Find a secure buyer sonewhere.

MR. WATSON: That's what we've done with the
Request For Information. That actually is sort of the
docunent. What we tried to do before was to go out and
have a market to sell. That part we did. W hired -- |
forget the entity's name, but this entity was specialized
in special real estate. Nothing came about that, either.

So this is another avenue that we're trying to
nove the needle for wth Barber Scotia.

DR. BASKERVI LLE: A Request For Information, was
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it in the federal register? Were was it published?

MR. WATSON: Can't renenber. | can't renmenber.
| could find out and report back. | can't renenber where
it was published.

DR. BASKERVI LLE: Okay.

DR. LOSTON: |Is it safe to assunme that Barber
Scotia is confortable with the status that they're in?
Because it sounds |like they have a strategy, and it's
church-related, and they're commtted to doing the work
on a volunteer basis. So they could be very confortable
with just status quo.

MR. WATSON: | think the problem-- so I've --
their problemin a way is sort of simlar to what | see
with institutions that aren't closed. So Barber Scotia
in the last two years had four different chairs and
probably six different presidents. So the strategy
actually changed each tine.

But they have an idea of, Do we want to go in
and change the -- they tried to negotiate different
things with conmpanies for training facilities for, I|ike,
say, installing solar panels. Farnmer Association, for
exanmple, had a | awsuit sone years back. They prom sed
they were going to cone in and take over the canpus and
use that as their space. That deal didn't go through

So just as any other transaction, deals fal
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through. 1It's not like they're not trying to find ways
to generate revenue. They're just not com ng through.

The hard part with any institution, | always
make the statenent. |If you lose Title IV aid, there is
no institution. No matter how big your endowrent, no
matter how big anything is, eventually your noney wil|
start to dwi ndle and go away.

Anything else in that matter? Interestingly
enough, that's always the | ongest piece of the report.

So these are what you woul d expect. So once the
situation is resolved one way or the other, these
conversations becone | ower.

The next issue is the A-123 Risk Assessnent and
our response. Every year the Departnent of Education
goes to what we call the risk assessnent. Risk
assessnent is basically where we have to go through a
guestionnaire saying, What happens if certain things
aren't in place? The IT people and other things.

So when we went to our risk assessnent, we
actually cane off really good. W have no glaring
pi eces. The year before last, two years ago, on the risk
assessnent we had to go through an entire process.

Account finance, nost people say it's a difficult to
understand. So goi ng through the risk assessnent, we end

up creating what we call SOP. And in creating the SOP,
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it gave a little nore insights as to what we do, what the
docunents |l ook like. Also created a detailed flow chart
so they could see what the process |looks like in the very
begi nning. Every stage of the process, if there's any
nodi fi cations that need to be done to advance dates. So
once we got through that process, since then on the | ast
three years we've been able just to respond to questions
and pretty good on that.

GAO has also -- since | believe GAO has cone
through to a private program The last tinme they did
this |I believe was 2006. |In 2006 we addressed all the
I ssues and all their recommendations, and this tine
they're com ng around as well to ask about the program

This tinme is very different. This process is
different. They want to see how the programw || be
utilized by nore institutions, what changes can be made
to a programto allow nore institutions to participate
and are there any flexibilities that can be seen in the
program

MR. HOLIFIELD: This is Johnathan. These
bullets really junp out. What are the prospects for a
codified strategy for this programthat really addresses
these in a long term north star kind of way, over a
significant period of tinme versus perhaps just you or

staff ask -- you know, having conpensation, but really
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engage the community around the capital needs in a
federal capital strategy, if you wll.

MR. WATSON: So, two things. One, the GAO
report is very specific to these questions. So the GAQ
when they cone in, they're asking these questions that
Congress has asked themto | ook at these specific things.
Al t hough there are three questions, it's a back and forth
conversation of |I'm providing them questions and
docunentation. They' re com ng back asking nore
guestions, and it continues.

But this board actually -- so I think what you
just nentioned, this board can actually sort of propose
sone of those things as we go through. The board starts
to look at what it wants to do, | think the program woul d
be | ooked at a little bit differently froma long-term
range. The board can | ook at that and nake a
reconmendat i on.

MR. HOLI FI ELD: Very good. Thanks.

DR. BECKLEY: What happens if the person has

problems with -- is that the escrow account? | have
enough problenms paying ny own bills. | pay the building
bills, too. That's a -- |I'mtalking about that
possibility.

MR. WATSON: So what | always tell people about

the escrow, and if you all notice the programcomng, it
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was scattered. There weren't many cl osings, and escrow
has al ways been an issue. However, when | tell soneone
to |l ook at your borrowing rate and | ook the borrow ng
rate if you were to | ose your entire escrow, we're stil
achi evi ng what you would get at any other place.

So if the escrowis your only issue, then you're
not maki ng the best business decision for your
institution. Because if you take our interest rate at,
say, 100 percent, you're better off with us than you
woul d be in any other market.

And 1'Il tell you, what | like to give as an
exanmpl e, also. \When we close |oans sonetinmes, Harvard,
Yal e, other schools do | oans at the sanme point in tine.
What ends up happening is that our institutions, their
peer rate is lower than their rate. So we're doing
better than what they are doing. |f you think about the
proportional rate, the escrow that you're using to pay,
that's al so sonmething to consider because the effective
rate is way | ess.

And if you think about for the nost part, that's
how t he program -- institutions that had that view,
they' ve conme through on sone institutions who fromthe
state had the sanme issues. So now states are trying to
figure out how they could cone through and programthe

borrower. Sone states say, We've already thought about
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it and we already know that your rate is better than our
rate. We need to see how we can get this done.
The program activities. You can see --
DR. BASKERVI LLE: Excuse ne, please. [|I'msorry.
Before we go to the next discussion area,
relative to the questions that you' re considering,
think there may be some ways that we can be hel pful.

MR. WATSON: These aren't ny questions, just to

clarify.

DR. BASKERVI LLE: No. GAO is asking.

MR. WATSON: Right. What the board does at this
nmeeting, | can share that with them but their goal is to

sort of answer these questions for the Congress. So

what ever we do on this side will be totally different and
In addition. And, of course, nost the questions they're
asking aren't admnistrative. They're statutory. Stil
require an act of Congress.

DR. BASKERVI LLE: So as an advi sory board, could
we recommend some things that you would i nclude or what
is the process for getting the advice of this body?
Because sonme of the questions certainly | think warrant
sone input by this body and sonme advice. They're not
guestions that necessarily the admnistrative office
woul d have the best perspective. Sonme of the people

around this table would have a good perspective, and
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t hose of us who work with it and engage with people in
the community. And can we have sone input?

MR. WATSON: This has nothing to do with GAO
So as | told with Johnathan Holifield, this body, you do
that without GAO. So this GAO wasn't going on. This is

what this board should be doing, anyway. That's what |I'm

sayi ng.

VWhat ever you tell me today | can share with GAG
They accept a report or not, but this body nmakes a
recommendati on. This recommendati on goes to the Congress
and adm nistration. | didn't tell GAO one thing.
didn't say, Ckay, we're not putting that in the report.

As | said, | can share whatever goes on here.
They ask about the board neeting, but this body, if you
want to nmake recommendations, you have to foll ow the
official track and go through the Congress and the
adm nistration as the legislation says it shoul d.

So if the body wants to make -- use these
guestions as a guideline for that, it can, but the
recommendati on should go to the Congress and the
adm ni stration and not recomendations to GAO

MR, KISSEL: What | understand -- | may be wrong
about this -- is that individual nenbers of Congress ask
GAO to, in turn, ask us sone questions. So our audience

Is really those particular nenbers of Congress who take
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an interest, but they may or may not share what happens
with their coll eague.

VWhat the advisory board can do with its reports
and recomrendations is reach the correct commttee's
appropriations as well as education comrittees with the
recommendati on so that the audi ence convince is nore
poi nted towards those who can neke the recommendati ons or
change the |l aw rather than the few individuals, even
t hough the few individuals m ght be the nost interested,
because that's why they' re we're asking.

So there's advantages to addressi ng both
audi ences.

DR. BASKERVI LLE: Yes, |I'mnot going to bel abor
the point, and | certainly hear you, Dr. WAtson.

But the GAO reports when they cone out, they're
I npactful. And so we want the GAO to have the nost
accurate and nost inclusive view that it can have. Even
t hough the CBC or sone CBC nenbers are asking, | hear you
saying, and we can certainly individually or collectively
or those of us representing associations do a joint
| etter to CBC nenbers.

GAO is going to release a report. So | think it
woul d be inportant for us to weigh in before they do to
the extent that we have information or at |east provide

it to you or the appropriate people in ed so that becones
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a part of the report.

MR. WATSON: So what becones a part of the
report, when they ask nme things about the board, they ask
me things |ike, When did the board neet? Because they're
going to l ook at the board m nutes. They're going to
| ook at what the board recomrended. They're not going to
say, Don this is what the board. So whatever you
reconmend, that's what's going to happen.

So whether -- it's like anyone witing a report.
So you take what you think is useful, and you draw it out
because they may think what this board gives here is
germane to what they' re asking. These questions are
their questions. And | pulled these questions froma
release fromthe commttees web site that they sent to
GAQ.

But GAO questions are nore about what Cap
Fi nance is doi ng today, not about what -- what Cap
Fi nance is doing today or what the board has recomended.
So if the board wants to recomend sonet hing, recomend.
| can't...

DR. HOGAN: If I'mrenmenbering correctly -- |1
don't know if any of the other presidents received this.
There was a survey sent to our institutions about the
capital needs. |Is this in any way connected with it?

MR. WATSON: Yes.
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DR. HOGAN: And Congressman Butterfield was
involved in that one or two, see and hear directly from
the institutions what the capital needs were on the
canmpuses.

MR. WATSON: Correct. That's very early on.

That's what |'m saying. These questions here
are not just Don Watson. They're not just Don Watson.
They're not just the adm nistration. They contact the
DBA. The contact the schools. So they ask for an entire
list of schools, nanmes and all of that.

So everyone in the portfolio should have gotten
a survey. \Wether they should have answered that |ike
any survey, | have no idea. | didn't ask GAO what the
responses were because | don't want GAO to think
I nfluenced some way. | did give thema caveat. Sone
presidents were in place or CFOs were in place, whether
they were there at the tine it was made. So their ideas
may be different, but the did get the presidents
t hensel ves.

DR. BASKERVI LLE: So the engagenent process has
al ready taken place, and it will be reflected perhaps or
not .

MR. WATSON: Again, | didn't send out the
surveys; GAO did. They way it works, they ask ne

questions. | give them docunentation. Ask nme questions.
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| didn't ask any presidents. They said, Well, Dr. Hogan
said they received one. |If that's happening, then
they' ve actually gone off and asked presidents whatever
t hey asked them because | don't know about the surveys
her e.

DR. HOGAN: It took place in the |ast year.
It's not on old survey. |It's recent.

DR. BECKLEY: David Beckley. But that survey
was not tied to Capital Financing.

DR. HOGAN: | don't know if it was tied to the
Capital Financing, but it was about the HBCU Capit al
Fi nanci ng Program

MR. WATSON: And GAO actual ly asked nme for the
list.

DR. BECKLEY: O who had processed | oans from
you or what?

MR. WATSON: Who has loans with ne as well as if
| had things fromany other institutions who wanted to
cone to the president. So they also ask me questions
i ke, of all the schools you nmade, there's nunber of
i nstitutions you have not made | oans to. Wy have you

made | oans to these institutions?

Well, if your enrollnent is at a certain |evel,
then you can't actually effectively pay 10, 20 mllion
dollars in debt. So we don't nmake |l oans to the
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institutions.

So then that question cane about. So what is
there that can be done for that? |It's a |oan program
So there's three, basically, elenents in the |oan.
There's the term the interest rate, and the anount.

So if an institution wants to borrow 10 mllion
dollars, | don't control the term | control the
interest rate, though, based on treasury instrunent.
Those are things that are outside of my control.

So again |I'mnot sure what went into the survey,
but they did ask me for nanes of those institutions as
wel |l as institutions who have |oans in the program

MR. KISSEL: This is Adam Ki ssel agai n.

What |'ve seen in some GAO reports is the agency
has had a chance to respond to a draft. There is no
report before the final report conmes out. It nmay be we
think we shouldn't take that draft to this body if we're
allowed to. | don't knowif they are. But if we can,
that m ght be a good | ast chance to see if there's
sonet hing incorrect or the report goes in the right
di rection.

MR. WATSON: Okay. Program activities. |
provided a chart that has |oan activity from 2013 to
2017. As you see, there's a nunber -- we have a nunber

of school s. In '"13 there were seven school s: Si X
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privates, one public.

Through 2017 where there were three
institutions -- loans nade to three institutions: two
privates, one public. And the subsidy anounts have
generally been around close to 300 mllion. W, as you
see, because of the |oan program we don't spend 300
mllion dollars. There's a credit piece that goes al ong.
There's also a list of institutions who are interested in
a program Again, it's credit program and we don't nake
| oans to everyone who wants a | oan

So you see that, you know, in 2013, out of 303
mllion, we made al nost 204 mllion dollars. But in 2014
out of 300 mlIlion, we only made 94 mllion. So on and
So on.

In 2017, as you see, out of 82 mllion, we had
68 mllion. Again, it's not because the amount of noney
can't be used. |It's because, one, it's a credit program
Peopl e have to neet the credit criteria and in addition
to that, it takes tine to make a | oan. Every loan isn't
just made in isolation. It takes tinme. |It's a process
to make each | oan

DR. BECKLEY: For this year, the 68 mllion
dollars. Are there loans in process now from school s?

MR. WATSON: There's one loan in process. The

nunbers that you see here aren't academ c year; they're
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cal endar year, the difference between the two. So we
have to keep two accounts. | have to keep one account
because, trust indenture, | actually use cal endar year,
but appropriation dollars are based on fiscal year.

So this data you're |ooking at now is based on
cal endar year. And so when you |ook at -- we have one
nore |l oan that is not a m sheap (phonetic) because we
haven't closed the |oan yet. W close the | oan next
week. That loan is roughly 27 mllion. | didn't put it
on here because to ne a |oan doesn't close until it
actually closes, and that nmeans that the actual letter of

credit is actually issued and treasury accepts the

bonds.

But we do have several schools that are in the
pi pelines for a loan, and that amount is over 600 mllion
dollars. |If each school got the anmount they requested
and they -- got the amount they requested and net the
credit criteria, then we would be owed 600 mIlion. But
| can tell you that nunmber will not -- there are sone
schools that ask for maybe 68 mllion, and they can't

enforce. We have to scale that nunmber back. Work with
t hem about how you get to where you are and naybe a set
of new buil dings, do sone refinancing to build up the
reserves so you can get the new project.

So there's a lot of things that go into that.
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Just not, Hey, we ask for this and |l et us have it.

MR. HOLI FI ELD: Don, that's an inportant point.
These nunbers to an uninitiated person say that there are
resources avail able, and our institutions are not
accessi ng those resources.

But there's a huge need -- and | would hate for
t hese ki nds of nunmbers to underm ne the position of the
program because we're not nmaxing every year avail abl e.
But there are real reasons why that's not true, and it's
not based on need.

MR. WATSON: If | was a |l ender outside of the
governnent, and if | was to spend every dollar every
year, this board should be concerned that every
institution is receiving all the noney they want every
time they want.

So sonetinmes | think we | ook at the governnent
very differently, but we're still a lending institution,
regardl ess of how you may |l ook at it. And so we have to
have certain things in place to make sure that we're
bei ng good stewards of the taxpayer doll ars.

MR. HOLI FI ELD: But there's not a narrative that
the resources are avail able, and though we're not maxing
every year those avail able resources, that there's an
absence of need.

MR. WATSON: You're correct. VWhat this board
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actually recommended about, | want to say, maybe four
years ago is that the program have nultiyear subsidy so
that in the cases of continuing resolutions -- and
Congress actually made that happen, all right? And
Congress al |l owed that w thout budget authority.

So what generally happens is that you see 303
mllion dollars this year, follow ng continuing
resolution we're not concerned about what the npney
ampunt is going to be. |If a school wants to get a | oan
for 30 mllion dollars, and I now have to build up noney
over a period of tinme under continuing resolution to get
that 30 mlIlion. Now the school wants 30 mllion. | can
make a 30 mllion dollar loan. | don't have to wait and
push off the process.

Things |ike that becone inportant, as well. So
al t hough we're not spending the 68 mllion, even if we
don't have a budget at the end of next week, as |long as
t he governnment is not closed, then | can still make a
| oan.

MR. HOLI FI ELD: Thank you.

MR. WARD: | have a question here. \Whatever the
budget ampount obvi ously does not roll forward. You
either spend it, and it goes back into the...

MR. WATSON: That's a good question. That's a

good question. So if you ever | ook at the budget for Cap
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Finance, it's roughly 20 mllion dollars. They don't
give us hundreds of mllions of dollars to nmake | oans.
So they give us a subsidy.

So based on that subsidy, we have a subsidy
rate. The subsidy rate is based on a nunmber of defaults,
t he amount of interest and principal paynents we have
coming in. So all those things conme into play to create
a subsidy rate. And a subsidy rate determ nes how nuch
noney we're able to lend this year.

For exanpl e, when you see the 303 mllion
dollars, that 303 mllion because we were standing with
only one institution in default, which was Barber Scoti a.
We had a nunber of institutions that were actually on
projects that were refunding. So now you think the
program we're doing a |lot of refundings now. So now you
wll see what's going to be paid nuch sooner than
i nfrastructure and renovati on.

So, with that, the noney doesn't go back, and

the 20 mllion goes into what we call a financing
account. And the financing account, that 20 mllion is
sort of like a bank account. So you have the 20 mlli on,

plus all the calcul ati ons of principal paynments, interest
paynents, all going to that one account as well as the
di sbur senent.

So when you put them together, the object is
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that it remains a zero. So at sonme point if the anmount
of di sbursenment we have comng in starts to decrease and
t he anobunt of di sbursenments going out increases, then
t hat subsidy rate increases, which neans the nunber score
comes down, as well

I f you have nore questions, | know it's kind of
a governnent finance thing. That's one of nmy favorite
things. | get to talk about it with sonmebody other than
WII.

Any nore questions about that?

And that process is no different than any other
governnent program We | ook at subsidy rate. There's a
subsidy rate tied to it, and the subsidy rate dictates --

Congress tells you how much they're going to get. That's

a flat amount. Congress can decide to up it or decrease
it. If you recall in 2009, it was at 10 mlIlion, and we
were only able to get 68 mllion based on that because

subsidy rate was a |little higher, based on never

havi ng -- having no subsidy rate.
Then after that, it went to 20 mllion, and our
subsidy rate still remains constant around sonewhere siX

and 7 percent.
It also remains constant that | want to add
because the Federal Financing Bank, they charge a fee,

and that fee, that goes back to the Departnment of
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Education to hel p decrease our subsidy. So all these
different funds go into this to keep the subsidy rate up.

On the second page -- I'msorry. The third
page. |'Il just give a brief overview of what the
portfolio sort of |ooks |like and what the program | ooks
li ke at this point.

As you see the construction projects, sonetines
t hat nunber will go up and down. Again, that depends on
what the projects are at an institution. As | said
before, we have been doing -- they range anywhere between
four and 10, but then any period of tinme. And that again
depends on what the institutions are doing, whether it's
renovati on or new construction or refinancing, and
there's been a ot of refinancing of bonds. So that's

why this nunmber is not as high as 10.

And nost people will conme to the program and
they will ask could they get one of those | oans at 65
mllion dollars. 165 mllion dollars. Those |oans were

made at one percent, and so al ways know your bal ance
sheet. So that's always the piece that sort of cones
out.

Ot her than that, that is my report unless you
have additional questions.

DR. HOGAN: Any questions, Dr. Baskerville?

DR. BASKERVILLE: | do, but nmany tines | don't
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ask a question unless | know the answer, and | don't know
t he answer.

MR. WATSON: That's the |l awer in you.

DR. BASKERVI LLE: And this so goes agai nst that.
This so goes against that. | wish | could read your
m nd, Dr. Watson.

But if we |look at the portfolio, as a finance
expert what would you say is the general state of the
portfolio?

MR. WATSON: | would say it's in excellent
condition. And |I'm not saying that just because it's
what it is. Wuat | like to tell anyone is that when you
| ook at vol unme, dollar ampunt to nunber of school s made,
we still have the | owest interest rate than anyone -- any
bank anywhere.

| think the sad part is that people don't
realize it is a |loan program and we shoul d expect
defaults. Although we don't want defaults, we should
expect defaults. | don't know what the limt is. |If
it'"s a loan, has to be repaid. Soneone is going to
default at sone tine.

I think we as an entity, because we're the
government, we are |looked at a little bit differently,
but I don't think we should be | ooked at differently. If

you | ook at ABC bank and what their default rate is with
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institutions, I'"'msure it's nmuch higher than ours if you
| ook at it conparatively. So |'mactually very inmpressed
with our portfolio performance of our institutions.

DR. BASKERVI LLE: Thank you so nuch.

DR. HOGAN: Any ot her questions about the
report?

DR. BECKLEY: You have two HBCs that have
defaulted on the | oan. Barber Scotia and sonebody el se?

MR. WATSON: Yes, Still man.

DR. HOGAN: Are there any other comments or
gquestions regarding Don's report? If not, |I'm going ask
himto continue with the update of the May 2015
reconmendati ons.

MR. WATSON: What | said today is | didn't get
to the eye doctor. | generally print stuff in, |like .8.
So I"'mglad you all -- | bring smaller sheets of detailed
information there. As you can see, it's very little.

DR. BASKERVI LLE: W can't even see it that.

MR. WATSON: I'mglad | didn't have to go
t hrough that.

So from May ' 15 through today we haven't had a
busi ness neeting. So there hasn't been much work done on
t hese recomendati ons because |I'mnot sure if this board
wants to continue the recommendations as they were made

t hen.
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But just to give you sone idea what was goi ng on
then, it's -- the board wanted us to continue with fast
rate provisions that would allow us to | everage new
mar ket tax credit with Cap Fi nance Program

So what that basically will do is, say that if
Cap Finance Programtoday only allows institutions to be
the lenders. |If you want the tax credit, the | ender
woul d have to be -- if there is a |leverage |ender in
pl ay, that person would have to get sone funds to make
the transacti on happen.

And | met with treasury individual who was in
charge of this program There was no way that we coul d
make it happen unless there were sone changes to Cap
Fi nance which would allow us to all ow new market tax
credits as part of the Cap Finance Program

For institutions, the benefit of the institution
woul d be if you have a 20 mlIlion dollar project, you
could borrow ten mllion from Cap Fi nance, get 10 mllion
in tax credits, which nmeans your debt service for us wll
be at 10 mlIlion instead of 20 mllions. So you think
about a savings to credit your debt service in half. So
| think that woul d have been -- that's a good play for
our institutions to benefit fromthat. | think that's
why the board wanted to continue it.

The ot her piece was disaster relief programfor
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HBCUs. And al though this representation happened in
2015, we're thinking in terns of what happened at Shaw
when they went through a disaster, and they had to pay
debt service.

This programis very different froma student
| oan program that if something happens, you have to pay
debt service. There's no forbearance, there's no
deferment. There's nothing. No matter what happens,
we' re expecting you to pay your | oan.

At the time that Shaw had to shut down for a
senester. As you all know, had to shut down for a
senester and couldn't open. So that was a stream of
revenue they could not generate. They were able to
bounce back from debt paynent service, but that was sone
things that affected themfromgetting that tuition.

Today Dr. Hall, who isn't here, his institution
was affected by a hurricane. So he is in the sanme
position with Cap Finance | oans. However, we expect debt

service paynents. This relief program would have

actually all owed sone defernent of paynents rather than a

forbearance. So defernment, as you know, woul d say,
Someone el se was paying the debt service, not you. So

t hat when you cone back -- get back on your feet, you're
starting where you were without the additional stress of

havi ng to nake up any paynents that were nmade on your
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behal f.

The ot her piece was econoni ¢ inpact study, which
t he departnment had done one many, nany years ago, and
UNCF has done one since then. But for the Cap Finance
program what we had realized is that we make | oans.
These | oans are not just to the institution, but they
have what | call a nmultiplying effect in communities,
states, and the nation.

But to show that inpact would not just be useful
for Cap Finance, but it would be useful for institutions
goi ng to be donors or anyone el se, saying, Hey, this is
the inpact. This is what we're doing today. If we were
to actually get X amobunt from you, that would contribute
X tinmes five or four or whatever that nmultiplier is to
t he econony, to the community.

MR. HOLI FI ELD: Don, is that expectation in any
way an explicit criteria or recommendation in any way in
the | oan process?

MR. WATSON: No. In the | oan process
Congress -- there's a list of things that you can do and
what can being paid for. This is not one that can be
paid for or used. So there's uses that are associ ated
with the project.

MR. HOLIFIELD: But that if the institution is

able to tie the project to | arger econonic
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conpetitiveness needs of their comunity, is that
sonet hi ng that we shoul d expect for institutions to do or
it seens that any neasurenment of that inpact is ad hoc
and if it happens, it happens; if it doesn't, it

doesn't.

MR. WATSON: So, yes, let ne back up a little
bit. For that recommendation, that recomrendation is
actually asking for -- so we get the subsidy for the 20
mllion, but we also get a fund for adm nistration of the
program right? So that econom c inpact study at the
time we were asking that, the board was reconmendi ng that
Congress increase that adm nistrative amount to all ow us
to pay for the inpact studies for institutions. Not that
It comes out the lending fees. You have to think, you're
payi ng for an econom ¢ inpact study that would have the
effect of maybe two or three years, but your loan is over
10, 20, 30 year period. So you' re financing this study
over a 30 year period when it's no | onger devel oped.

MR. HOLI FI ELD: Maybe |I'm asking a different
guestion. Wthout an expectation up front that the
institutions in some way consider tying their capital
devel opnent with the econom c needs of their comunity,
then if it happens, it happens. [If it doesn't, it
doesn't. And that's what I'mreally getting at.

Is there any expectation that the institutions
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consi der how their Capital investnents also create val ue

for the broader community so that it can be neasured in a

few years?

MR. WATSON: That's not expectations from us.
It's alnpst -- to nme, that's |like the governnment telling
an institution how to build capacity or what capacity
| ooks like. But | think each institution would have its
own i dea of what their contribution to the conmunity is
or what to comunity devel opment woul d be.

The presidents around the table can probably
speak to that better than I can. But for ne this
particular -- the board at the tinme this particul ar piece
was to actually fund that. And presidents will tell you
It may be a good idea, but may not have the noney to fund
t hat study.

MR. HOLIFIELD: Right. And forgive ne for
continuing to go on, but this is again of particular
i nterest.

And soneti nes when investnents are made in our
communities, they're disconnected fromwhere the economc
puck in the broader conmmunity is going. So our
i nstitutions and our people and the markets they serve
are not connected to that.

So the underlying question is, is there a way we

can encourage, then, institutions as they build out their
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capital needs to explore aligning -- how they align with
their | ocal market needs and then over tinme can measure
that, and perhaps it will be a trenendous contribution.

MR. WATSON: If this was a grant, | would say
yes. But it's a loan that has to be repaid. Soneone can
tell you, Don't tell me howto -- why don't you tell ne
you're not giving nme the noney. Don't tell me how to
spend the noney other than how | want to spend it.

MR. HOLIFIELD: But it's public sector |oan,

t 0o.

MR. WATSON: Doesn't matter. Unless we're
telling people we're going to forgive them then m ght as
well say -- it may give other sector loans. It's public
or private. But you're still telling the institution you
have to repay it.

So that's the key there. So that's why this
recommendati on was for us -- the board was asking for

Congress to increase the adm nistrative anount to cover

these reports so that way there will be no -- once you
get -- the report is done, it's done, and there's no,
Hey, I'"'mnot doing it. No, you're doing it. It's very

different at that point.
MR. HOLI FI ELD: Got you.
MR. WATSON: But | can tell you from sone

financing that we have done, there has been community,
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state, or local input in and devel opnent around the area
because Cap Finance was there to do sone of the
devel opnent .

MR. HOLI FI ELD: Got you. That's really...

MR. WATSON: So it is helpful, but again it
depends on the area where you are and ot her things.

MR. HOLI FI ELD: Got you. Thank you.

MR. WATSON: Okay. The other piece was full
escrow requi renent. The board wanted us to continue to
devel op what that would | ook |ike, whether it was having
an add-on percentage or sonme other nechanismso that the
escrow woul d no | onger be pool ed.

As you all may have heard that the Congress has
changed the word pool escrow to insurance fund. Well, if
you | ook at how the program actually works, the escrow
fund is actually paynent for the secretary letter of
credit. Sone progranms have nultiple accounts. This has
this one account that escrow or -- escrow account or
i nvestment funds. And | think UNCF, Thurgood Marshall,
and NAFEO worked on getting that done outside of board

meet i ngs.

Anyt hi ng el se?

MR, KISSEL: | was going to read what the draft
bill says. It says, Strikes -- well, I'll read it.
Says, our D Title Ill is anended in Section 343 by
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striking escrow account and inserting bond insurance
fund. So that's the change that's being proposed.

DR. BECKLEY: From escrow to bond i nsurance?

MR. KI SSEL: Bond insurance fund.

DR. BECKLEY: Sane percentage, right?

MR. WATSON: Sane percent age.

DR. HOGAN: And that's going to be used instead
of escrow | anguage?

MR. WATSON: Right. So the term "bond
I nsurance" cones from-- again, you re paying for the
secretary letter of credit. So if you think about it, if
you're car insurance. You know, you pay a prem um every
month. If you're in an accident, the anount of your
prem unms are not necessarily going to cover whatever the
acci dent is.

This is the sane thing. So you pay premuns to
the escrow, if you will, and the insurance conpany and
ot her people pick up the other ends to cover whatever the
loss is. So it's a simlar concept to that.

DR. HOGAN: Any ot her questions about the
update on the May 2015 recomendati ons?

DR. BASKERVI LLE: Was Dr. Watson seeking to have
us -- you started off by saying you weren't sure whether
this body wanted to continue. Do you want a

recomendati on as to whether we do continue or go in
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anot her direction or this is just --

THE COURT: That's further on the agenda.

DR. BASKERVILLE: Oh, |'m sorry.

DR. HOGAN: Yeah, the recommendations wll cone
farther on the agenda. Just giving us an update right
now.

We're going to talk now before we get down to
t he board di scussion and recommendati ons about dates and
| ocations for our 2018 neetings. It is nmy understanding
that it is expected that this body would neet at tw ce a
year. This is our first neeting, and |I know t hat
generally the body has considered how we can have these
meetings in conjunction with other neetings that the
menbers woul d be attending.

I am open for discussion and suggesti ons on
t hose neeting dates. | have no dates in mnd right now
So just give nme sone gui dance on how the previous
neeti ngs, what tine of the year, where. | know we talked
about having them on sone of our canpuses. What tinme of
the year would work best? Are there neetings conm ng up
where we can coordinate that where presidents and ot her
menbers woul d be attendi ng?

DR. BECKLEY: Madam Chair, the UNCF neeting and
NAFEO neeti ng.

DR. HOGAN: What did | say?
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DR. BECKLEY: | don't know, but there's two
organi zations that neet with a ot of our presidents
attending. HBCU would be, as well.

DR. HOGAN: That's what | was thinking about as
wel | .

MR. HOLIFIELD: And | can tell you that the
initiative is narrower in beginning the planning around
t he HBCU week and all of our clearances and support, et
cetera. So we're anticipating and think we will have a
robust meeting activities built around a nore traditional
approach to HBCU.

DR. HOGAN: Sept enber ?

MR. HOLIFIELD: That's the idea. Obviously
bal anci ng the other mmjor conference that generally
happens during that time as well so that they're
concurrent and not -- or not concurrent, but even -- what
is it -- succeeding one another and not concurrent.

DR. HOGAN: Okay. Dr. Beckley, | know that UNCF
has a neeting in March, but that's usually a packed week,
and that's in New YorKk.

Dr. Baskerville, when is NAFEO schedul ed?

DR. BASKERVI LLE: End of March, beginning of
April. But | really like, if our collective thought that
we should try and do at | east one of themon or around a

canmpus. So | know that NCAA draws a | ot of people 