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August 3, 1955

The Honorable Robert Rubin

Secretary of the Treasury

United States Department of the Treasury
15th Street and Pennsylvania Avenue
Washington, DC 20220

Dear Mr. Secretary:

As you are aware, your predecessor, Secretary Bentsen, and
Education Secretary Riley advised Congress last summer that in their
view, privatization was the most attractive ‘course for the Student Loan
Marketing Association (Sallie Mae). Since that time, Sallie Mae's
senior executives have engaged in fruitful and cooperative discussions
with Darcy Bradbury and other representatives of your Department, as
well as representatives of the Office of Management and Budget and the
Department of Education regarding the conversion of Sallie Mae from a
government-sponsored enterprise to a fully private corporation.

Most of the outstanding issues on this matter have been resolved.
However, there is one issue that remains a serious concern: whether the
legislation should require Sallie Mae to liquidate if the privatization
plan is not approved by our shareholders.

The Administration’'s proposal, if adopted, would require Sallie
Mae to abruptly gease new business activities if a privatization plan is
not approved. The ability to preserve and enhance the going)concern
nature of Sallie Mae’'s business, its goodwill, market presence and
revenue potential are key elements of the proposal that developed into
H.R. 1720. While the possibility of establighing some type of successor
company is not necessarily precluded by the Administration’'s proposal,
that step entails significantly greater rigk to shareholders and
considerable uncertainty for our customers and the Federal Family
Education Loan Program (FFELP). The inclusion of a forced liquidation
provision far outweighs any potential benefits it might provide. Those
consequences include:

-- An alwmost certain fire sale environment, in which the market
value of Sallie Mae’'s shares could fall precipitously, and its
cost of doing business would rise correspondingly;

-- The high risk to the FFELP's stability and continuity if
Sallie Mae's participation is peremptorily aborted;



. AUG- 8-85 WED 16:28 PROGCOHP FAX NO. 2023376838 P. 02

’

}

The Honorable Robert Rubin
Page 2
August 3, 1995

-- An extremely negative message to potential investors in any
new government-asponsored enterprise or similar public/private

partnership.

We are confident that the FFELP does not now need a government-
sponsored secondary market. That confidence, however, is based on the
fact that a fully private Sallie Mae would continue to participate
extensively in the secondary market for student loang and therefore
provide substantial liquidity to that marketplace. In light of our
present 30% share of the market, it does not necessarily follow that the
needed liquidity will be available if Sallie Mae is out of the market.

A forced liquidation provision would call into question the most
basic principles of the public/private partnerships that government-
sponsored enterprises represent. Moreover, the mandated liquidation of
a solvent, profitable company would be unprecedented and would be
subject to legal challenge on a number of grounds. Such actions would
Taise serious questions in the minds of investors in any future
government-sponsored enterprise as to the potential and safety of such
investments.

Finally, it ies hard to see what, if any, benefits the inclusion of
a liquidation provigsion brings the govermment. It cannot be that this
is the government's only opportunity to address the relevant issues.
Congress and the Administration have demonstrated that they have the
necessary authority and responsibility to review and modify the status
and future of all government-sponsored enterprises, which is what Sallie
Mae would remain if a privatization plan were not approved by its
shareholders. The proposed liquidation provision is simply a decision
that does not need to be made now. There will be ample time to address
Sallie Mae’'s future if no privatization plan were approved.

Mr. Secretary, in our discussions with Treasury, Education and OMB
officials, we have worked under the impression that it was in everyone'’s
interests -- the government's, as well as Sallie Mae and its
shareholders’ -- that the first GSE privatization succeed: that it
provide a model of enlightened public policy, in which a government-
sponsored entity is created to meet a public need, and then detached
from government when that need can be met without it. A forced
liquidation provision when presented to shareholders would render the
privatization initiative unworkable.

I would be pleased to talk with you further on thig issue if that

would be helpful.
IYv
¢l

Lawrence A. Hough

Sinc
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EXECUTTIVE OF FICE OF T HE PRESIDENT
12-Jun-1995 01:42pm

TO: Wendy J. Einhellig

FROM: Ellen S. Seidman

National Economic Council

SUBJECT: RE: Sallie Mae Meeting

I don’'t think so, but this makes it particularly important that Paul Dimond be
there. Ellen
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EXECUTTIVE OF FICE O F T HE ‘PRESIDENT
05-Jun-1995 10:46am

TO: Ellen S. Seidman

FROM: Wendy J. Einhellig

National Economic Council

SUBJECT : Conference Call

Today 11:45-12:45. Your call in number is 456-6777 code #1719.
Also calling in (w/their #’'s)

Darcy Bradbury 456-6777
Virginia Rutledge 456-6777
Jill Ouseley 456-6777
Barry White 456-6777
Patricia Smith 456-6777
Donald Feuerstein 456-6799
Paul Dimond 456-6799

Codes are the same for all and the conference call is in your
name. All have the appropriate call in numbers and code.
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EXECUTTIVE OFFICE OF T HE PRESIDENT
17-May-1995 04:19pm

TO: Ellen S. Seidman

FROM: Wendy J. Einhellig

National Economic Council

SUBJECT : Conference Call

The conference call today at 5:30pm to discuss redraft sent by
Virginia Rutledge on liquidation of Sallie Mae w/o reorganizing
will be on 456-6799/call in code is 4209. You must call into the
number.

Darcy Bradbury - notified and will participate

Virginia Rutledge - notified and will participate

Jill Ouseley - notified via voice mail to join Darcy

Bill Galston - notified, Ian didn’t know if his meeting

with the First Lady would be over

Barry White - notified via voice mail

Patricia Smith - notified via voice mail

Leo Kornfeld and Donald Feuerstein - notified and meeting
in Leo’s office

Tom Wolanin - notified scheduler and she will try to get
him to Leo’s office

Ellen Seidman - notified now, hopefully she’ll call at the
appointed time, 456-6799/cc#42009.
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EXECUTTIVE OFFICE CF T HE PRESIDENT
03-May-1995 06:35pm

TO: (See Below)

FROM: Wendy J. Einhellig

National Eccnomic Council
| ool

SUBJECT: Sallie Mae Meeting

There will be a Sallie Mae meeting on Thursday, May 4th, in room

248-CEOB at 12:00 (noon). If you require clearance into OEOB and

plan to attend, please call me at 456-2802, prior to l1llam, and

give me your full name, as it appears on your driver’s license,

and your date Of birth . !’ S O " T e
H i . : iy
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EXECUTTIVE OFFICE OF T H
03-Apr-1995 12:22pm

TO: (See Below)

FROM: “Kenneth S. Apfel

Office of Mgmt and Budget, HRVL

SUBJECT: RE: Sallie Mae

please, what? Am I late in doing something?
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