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STUDENTT LOAN MARKETING ASSOCIATION 
1050 Thomas Jefferson Street. N.W. 
Washington. D.C. 20007^871 
202-298-2600

LAWRENCE A. HOUGH 
President and 
Chief Executive Officer

Post-ir brand fax transmittal memo 7671 # oi pages ►

Co, Co. ( I

Dept.

Fsi# FaxH

August 3, 1995

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 euid 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 cease 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 establishing some type of successor 
company is not necess.arily precluded by the Administration's proposal, 
that step entails significantly greater risk 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 almost certain tire 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;
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The Honorable Robert Rubin 
Page 2
August 3, 1995

An extremely negative message to potential investors in any
new government-sponsored 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 seconda^ market for student loans eUid therefore 
provide substantial liquidity to that marketplace. In light of our 
present 3 0% 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 conpany would be unprecedented and would be 
subject to legal challenge on a number of groimds. Such actions would 
raise serious questions in the minds of investors in any future 
government-sponsored enterprise as to the potential and safety of such 
investments.

Finally, it is hard to see what, if any, benefits the inclusion of 
a liquidation provision brings the government. It cannot be that this 
is the government's only opportvinity 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 0MB 
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 this issue if that 
would be helpful.

Since^ly,

Lawrence A. Hough
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EXECUTIVE OFFICE OF THE PRESIDENT

12-Jun-1995 01:42pm

TO:

FROM:

Wendy J. Einhellig

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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Darcy Bradbury Treasury 622-2037 622-0265
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Paul Dimond NEC 456-5368 456-2223

Ellen Seidman NEC 456-2802 456-2223
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EXECUTIVE OFFICE 0 F THE 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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EXECUTIVE OFFICE 0 F THE PRESIDENT

I7-May-1995 04:I9pm

TO:

FROM:

Ellen S. Seidman

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#4209.



-yfil
((

Leofof'/iwic.

n



THE WHITE HOUSE ^ 
WASH INGTON

(^CiA^ fsidi n



Withdrawal/Redaction Marker
Clinton Library

DOCUMENT NO. 
AND TYPE

SUBJECT A^ITLE DATE RESTRICTION

001. memo Wendy Einhellig to Ellen Seidman et al re; Sallie Mae meeting
[Personally Identifiable Information] [partial] (1 page)

05/03/1995 b(6)

COLLECTION:
Clinton Presidential Records 
National Economic Council 
Ellen Seidman 
OA/Box Number: 13056

FOLDER TITLE:
Sallie Mae

2017-1074-F
jml931

Presidential Records Act -144 U.S.C. 2204(a))
RESTRICTION CODES

Freedom of Information Act -15 U.S.C. 552(b)]

PI National Security Classified Information 1(a)(1) of the PIU\|
P2 Relating to the appointment to Federal office 1(a)(2) of the PRA)
P3 Release would violate a Federal statute 1(a)(3) of the PRA)
P4 Release would disclose trade secrets or confidential commercial or 

financial information 1(a)(4) of the PRA)
P5 Release would disclose confidential advice between the President 

and his advisors, or between such advisors |a)(5) of the PRA)
P6 Release would constitute a clearly unwarranted invasion of 

personal privacy 1(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed 
of gift.

PRM. Personal record misfile defined in accordance with 44 U.S.C. 
2201(3).

RR. Document will be reviewed upon request.

b(l) National security classified information 1(b)(1) of the FOIA] 
b(2) Release would disclose internal personnel rules and praetices of 

an ageney 1(b)(2) of the FOIA)
b(3) Release would violate a Federal statute 1(b)(3) of the FOIA) 
b(4) Release would disclose trade secrets or confidential or financial 

information 1(b)(4) of the FOIA] 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy 1(b)(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes 1(b)(7) of the FOIA]
b(8) Release would disclose information concerning the regulation of 

financial institutions 1(b)(8) of the FOIA] 
b(9) Release would disclose geological or geophysical information 

concerning wells 1(b)(9) of the FOIA]



EXECUTIVE OFFICE OF THE PRESIDENT

03-May-1995 06:35pm

TO; (See Below)

FROM: Wendy J. Einhellig
National Economic Council

SUBJECT: Sallie Mae Meeting

There will be a Sallie Mae meeting on Thursday, May 4th, in room 
248-OEOB at 12:00 (noon). If you require clearance into OEOB and 
plan to attend, please call me at 456-2802, prior to 11am, and 
give me your full name, as it appears on your driver's license, 
and your date of birth. -.............._______ _
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EXECUTIVE OFFICE 0 F THE PRESIDENT

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? 

Distribution:

I: vBarry White

CC: William A. Galston -----
CC: Ellen S. Seidman
CC: FAX (9-622-0265,Darcy Bradbury) ""v
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