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IK! THE BOUSE BY THE FIKAKCE COMMITTEE
CS FOR HOUSE BILL HO. 681 (Finance)

IH THE LEGISLATURE OF THE STATE OF ALASKA 
THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act en ti t led*  **An Act re la t in g  to  de fau lt on and co l le c t io n  of

»

student loans* and providing fo r  an e f fe c t iv e  d a te .”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA*

* Section 1. AS 14.43.090(a) i s  amended to read: j
. • • • • «■ ■ ' •  . ;  v _ .(a) There i s  created a scholarship revolving loan fund. The I

:fund sh a ll he used to  make scholarship loans to students se lec ted  ' 
under AS 14.43.090 - 14.43.160 and to pay the costs o f co lle c ting  ■, 
student loans th a t  are in  defau lt i f  those costs are not recovered
from the s tuden t. A ll repayments of p r in c ipa l and in t e r e s t  on schol­
a rsh ip  loans sh a l l  be paid in to  the scholarship revolving loan fund
(SHALL BE USED TO HAKE HEW SCHOLARSHIP LOANS]. I f  money estimated to 
be (FUNDS] ava ilab le  from scholarship loan repayments is  [ARE] inade­
quate to  fu l ly  fund estimated scholarship loans fo r any f i s c a l  year, 
add itiona l funding from the general fund may be requested and appro­
p r ia ted  fo r th a t year.

* Sec. 2. AS 14.43.120(f) i s  amended to  read:
(f) In te r e s t  on a loan given under AS 14.43.090 - 14.43.160 la 

a t  the r a te  of f iv e  percent a year unless the loan ig in  de fau lt.  
In te re s t  on a loan th a t i s  In defau lt i s  10 percent a year.

* Sec. 3. AS 14.43.120(o) i s  amended to  read:
(o) The provisions o f (j) of th i s  section do not apply to a  loan

th a t  i s  in defau lt (TO A BORROWER NAMED IN A COMPLAINT AS A DEFENDANT 
III AN ACTION BY THE STATE OR BY THE COMMISSION TO SECURE PAYMENT OF 
THE UNPAID BALANCE OF A LOAN MADE UNDER AS 14.43.110 OR 14,43.125].

-1- CSHB 681(Fin)
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* Sec* 4. AS 14.43.120 i s  amended by adding a new subsection to read:
(q) For the purposes o f th ie  sec tion  a loan ie  in  defau lt i f  a 

loan payment i s  120 o r more days pas t due.
* Sec. 5. This Act tskee e f fe c t  immediately ir. accordance with AS 01.- 

10.070(c).
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The Honorable Joe Hayes Alaska House of Respresentatives Pouch VJuneau, AK 99811
Dear Representative Hayes:
Under the au tho rity  of art- I I I ,  sec. 18, of the Alaska Constitu tion , I am tran sm itting  a b i l l  r e la t in g  to student loans th a t  are in  d e fau l t .  These amendments seek to  r e ­duce the number of loans th a t  go in to  d e fau lt and to en­hance co l le c t io n  e f fo r t s .
Section 1 of the b i l l  allows the Commission on Post­secondary Education to  charge the costs of co llec ting  s tu ­dent loans th a t  are in  d e fau l t  aga in s t the scholarship revolving loan fund i f  those costs are not recovered from the s tuden t.
Section 2 broadens the c la ss  of those who f o r f e i t  th e i r  en ti t lem en t to  forgiveness of a portion of th e i r  loan. Under ex is t in g  law, a borrower loses forgiveness b ene fits  only upon being named a defendant in  a s u i t  fo r co lle c tio n  brought by the s ta te .  Under the proposed amendment, a borrower would lose forgiveness b en e fi ts  once the loan becomes 120 days p a s t due.
Section 3 provides th a t  once a loan i s  in defau lt, i n t e r e s t  r a te  increases from five percent a year to percen t a year.

B i l l  Sheffield Governor



O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

O f f e r e d :  3 / 1 9 / 8 4
R e f e r r e d :  H o u s e  S p e c i a l  C o m m i t t e e
o n  S t a t e  L o a n s  a n d  F i n a n c e

B Y  T H E  H E A L T H ,  E D U C A T I O N  A N D
1 IN  T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 6 8 1  (HESS)

3 IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4  T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to d e f a u l t  o n  a n d  c o l l e c t i o n  o f

7 s t u d e n t  l o a n s . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 * S e c t i o n  1. A S  14.43.0^90(3) is a m e n d e d  to read:

10 (a) T h e r e  is c r e a t e d  a s c h o l a r s h i p  r e v o l v i n g  l o a n  fund. T h e

11 f u n d  s h a l l  be  u s e d  to m a k e  s c h o l a r s h i p  l o a n s  to s t u d e n t s  s e l e c t e d

12 u n d e r  A S  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  a n d  to p a y  t h e  c o s t s  o f  c o l l e c t i n g

13 s t u d e n t  l o a n s  t h a t  a r e  in  d e f a u l t  if t h o s e  c o s t s  a r e  n o t  r e c o v e r e d

14 f r o m  t he s t u d e n t . A l l  r e p a y m e n t s  of p r i n c i p a l  a n d  i n t e r e s t  o n  s c h o l -

15 a r s h i p  l o a n s  s h a l l  be  p a i d  i n t o  t h e  s c h o l a r s h i p  r e v o l v i n g  l o a n  f u n d

16 [ S H A L L  B E  U S E D  T O  M A K E  N E W  S C H O L A R S H I P  L O A N S ] . If  m o n e y  e s t i m a t e d  to

17 b e  [FUNDS] a v a i l a b l e  f r o m  s c h o l a r s h i p  l o a n  r e p a y m e n t s  is [ARE] i n a d e -

18 q u a t e  to f u l l y  f u n d  e s t i m a t e d  s c h o l a r s h i p  l o a n s  f o r  a ny f i s c a l  y e a r ,

19 a d d i t i o n a l  f u n d i n g  f r o m  the g e n e r a l  f u n d  m a y  be  r e q u e s t e d  a n d  a p p r o -

20 p r i a t e d  f o r  that year.

21  * Sec. 2. A S  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

22  (f) I n t e r e s t  on  a l o a n  g i v e n  u n d e r  A S  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

23 at t he r a t e  of f i v e  p e r c e n t  a y e a r  u n l e s s  t h e  l o a n  is i n  d e f a u l t .

24 In t e r e s t  o n  a l o a n  that is i n  d e f a u l t  is 10 p e r c e n t  a y e a r .

25 *  Sec. 3. A S  1 4 . 4 3 . 1 2 0 (o) is a m e n d e d  to read:

26 (o) T h e  p r o v i s i o n s  o f  (j ) o f  thi s  s e c t i o n  do  n o t  a p p l y  to  a l o a n

27 t h a t  is in  d e f a u l t  [TO A  B O R R O W E R  N A M E D  IN  A  C O M P L A I N T  A S  A  D E F E N D A N T

28 I N  A N  A C T I O N  B Y  T H E  S T A T E  O R  B Y  T H E  C O M M I S S I O N  TO  S E C U R E  P A Y M E N T  O F

29 T H E  U N P A I D  B A L A N C E  OF  A  L O A N  M A D E  U N D E R  A S  1 4 . 4 3 . 1 1 0  O R  1 4 . 4 3 . 1 1 5 ] .

-1- C S H B  6 8 1 (HESS)



*  Sec. 4. A S  1 4 . 4 3 . 1 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e ad: 

(q) F o r  t he p u r p o s e s  of  t h i s  s e c t i o n  a l o a n  is i n  d e f a u l t  if 

l o a n  p a y m e n t  is 1 20 o r  m o r e  d a y s  p a s t  due.

C S H B  6 8 1 ( H E S S ) -2-



I n t r o d u c e d :  2 / 1 3 / 8 4
R e f e r r e d :  H e a l t h ,  E d u c a t i o n  a n d
S o c i a l  S e r v i c e s ,  H o u s e  S p e c i a l  C o m m i t t e e  
o n  S t a t e  L o a n s  a n d  F i n a n c e

B Y  T H E  R U L E S  C O M M I T T E E  BY
IN T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  NO. 6 81

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to d e f a u l t  o n  a n d  c o l l e c t i o n  o f

s t u d e n t  l o a n s . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. A S  1 4 . 4 3 . 0 9 0 ( a )  is a m e n d e d  to read:

(a) T h e r e  is c r e a t e d  a s c h o l a r s h i p  r e v o l v i n g  l o a n  fund. T h e  

f u n d  s h a l l  b e  u s e d  to m a k e  s c h o l a r s h i p  l o a n s  to s t u d e n t s  s e l e c t e d  

u n d e r  AS  1 4 . 4 3 . 0 9 0  -- 1 4 . 4 3 . 1 6 0  a n d  to p a y  the c o s t s  o f  c o l l e c t i n g  

s t u d e n t  l o a n s  w h i c h  a r e  in d e f a u l t  if t h o s e  c o s t s  ar e  n o t  r e c o v e r e d  

f r o m  the s t u d e n t . A l l  r e p a y m e n t s  of  p r i n c i p a l  a n d  i n t e r e s t  o n  s c h o l­

a r s h i p  l o a n s  s h a l l  b e  p a i d  i n t o  t he s c h o l a r s h i p  r e v o l v i n g  l o a n  f u n d

[S H A L L  BE U S E D  T O  M A K E  N E W  S C H O L A R S H I P  L O A N S ] .  I f  m o n e y  e s t i m a t e d  to 

b e  [FUNDS] a v a i l a b l e  f r o m  s c h o l a r s h i p  l o a n  r e p a y m e n t s  iii [AP.E] i n a d e­

q u a t e  to f u l l y  f u n d  e s t i m a t e d  s c h o l a r s h i p  l o a n s  f o r  a n y  f i s c a l  y e ar, 

a d d i t i o n a l  f u n d i n g  f r o m  the g e n e r a l  f u n d  m a y  be  r e q u e s t e d  a n d  a p p r o­

p r i a t e d  f o r  tha t  year.

dec. 2. A S  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to rend:

(f) I n t e r e s t  o n  a l o a n  g i v e n  u n d e r  A S  1 4 . 4 3 . 0 9 0  -- 1 4 . 4 3 . 1 6 0  is

at the r a t e  o f  f i v e  p e r c e n t  a y e a r  u n l e s s  the loa n  is in d e f a u l t  u n d e r  

(o) of  thi s  s e c t i o n .  I n t e r e s t  o n  a l o a n  t h a t  is in d e f a u l t  is 10 

p e r c e n t  a y e a r .

* Sec. 3. A S  1 4 . 4 3 . 1 2 0 ( o )  is a m e n d e d  to read:

(c.) T h e  p r o v i s i o n s  of  (j ) o f  this s e c t i o n  do n o t  a p p l y  to  a l o a n

w h i c h  is in d e f a u l t .  A  l o a n  is in d e f a u l t  if it is 120 o r  m o r e  d a y s

p a s t  d u e  [TO A B O R R O W E R  N A M E D  IN A  C O M P L A I N T  A S  A  D E F E N D A N T  IN  A N

! H B  6 3 1
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U N P A I D  B A L A N C E  O F  A  L O A N  M A D E  U N D E R  A S  1 4 . 4 3 . 1 1 0  O R  1 4 . 4 3 . 1 1 5 ] .




