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S E N A T E

FURTHER:
4/26/84

Date
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Mr. President
The Committee on FINANCE considered CSHB 681(Fin)em

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 ;  e f d .

and (a majority of the committee) (the committee) reports i t  back with the following recommendations:
do pass
do pass with attached amendment(s)
replace with/or adopt CS for new t i t l esame t i t l e  and recommends
and attached a "LETTER OF INTENT" 
reports i t  back without recommendation 
recommends re fe r r a l  to

t ] NEW FISCAL NOTE

Committee
MEMBERS HAVING OTHER RECOMMENDATIONS

_ _ L
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v /  L  ,• /  i  / .
\ I  -• ■ C s ^ u ^ t  /i I IChairmarF7 )

/ /  i  P . 1/

4  A. V J li y )yChairman recommendation
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CSHB 681 (f£|*/) Page 2 of 2 
F I S C A L  N O T E  FOR: An Act relating to default on and c o l l ection of
s tudent loans.

’

1. The fiscal impact of this hill does not lend i t s e l f  to the standard 

fiscal note form, so this mem o r a n d u m  is intended to serve as the 

i mpact statement.

2. Assumptions:

a. Col l e c t i o n  fees (those charged h y  private c o l l e ctions agencies, 

attorneys, courts, etc.) will he charged to the loan borr o w e r  

and will s imply increase the total deht.

h. A d d itional interest w i l l  he generated h y  the n e w  1 2 0 -day

"trigger" clause, hut this will not he a f a c t o r  for a n u m b e r  of 

years, since it wi l l  n o t  generate revenue u n t i l  the FY85 

b orrowers are out of school, through their grace year, into 

repayment, and then in default on their r e p a y m e n t  schedule.

This wi l l  he a n u m b e r  o f  years into the future —  as m a n y  as 

five or six for m a n y  borrowers. Hence, it is n o t  reflected on 

the n ormal fiscal impact projection.

3. Fiscal impact:

F iscal Tea r  FY85 FY86 FY87 F Y 8 8  FY89

C o l l ection Costs $ 1 2 0.00 $300.00 $ 7 5 0.00 $1, 8 0 0 . 0 0  $3,000.00

Add'l P r o gram

R eceipts [l20.00] [300.00] [750.OO] [l,800.00] [3,000.00]

Subtotal $ - 0- $ -0- $ -0- $ -0- $ -0-

Add'l Interest -0- -0- -0- [.5 ] [8 .5 ]

Total $ -0- $ -0- $ -0- $ [.5 ] $ [8 .5 ]



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

I N  T H E  H O U S E

10

11

12

13

B Y  THE. F I N A N C E  C O M M I T T E E  

CS F O R  H O U S E  B I L L  NO. 6 81 ( F i n a n c e )  a m  

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  a n  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  of

s t u d e n t  loans; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  IT 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  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  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  

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
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f r o m  t h e  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  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 

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

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 a r ,  

a d d i t i o n a l  f u n d i n g  f r o m  t he 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  t h a t  year.

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

(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

at the 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 .  

I n t e r e s t  o n  a l o a n  that is in  d e f a u l t  is 10 p e r c e n t  a y e a r  f o r  t h e

p e r i o d  t h e  l o a n  is in  d e f a u l t .

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

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

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  

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  T O  S E C U R E  P A Y M E N T  O F

- 1 - C S H B  6 8 1 ( F i n )  am



1 T H E  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 ] .

2 *  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  read:

3 (q) F o r  t h e  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  i f  a

4  l o a n  p a y m e n t  is 120 o r  m o r e  d a y s  p a s t  due.

5 * S»c. 5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01. -

6 1 0 . 0 7 0 ( c ) .

C S H B  6 8 1 ( F i n )  a m -2-



B I !.L S H E F F I E L D
M .3

S t a t e  o f  A  l a  s  ic a

O F F I C E  O F  T H E  G O V E R N O R  

•J II N  R A  U

February 13, 1984

The Honorable Joe Hayes Alaska House of Respresentatives Pouch VJuneau, AK 99811
Dear Representative Hayes

. . I Under the au tho rity  of a r t .  I l l ,  sec. 18, of the Alaska Constitu tion, I am transm itting  a b i l l  re la t in g  to student loans th a t are in d e fau lt .  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 lle c tio 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 lle c tin g  s tu ­dent loans th a t  are in  d e fau lt aga inst the scholarship revolving loan fund i f  those costs are not recovered from the student.
Section 2 broadens the c la ss  of those who f o r f e i t  th e i r  en tit lem en t to forgiveness of a portion of th e i r  loan. Under ex is t ing  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 tion  brought by the s ta te .  Under the proposed amendment, a borrower would lose forgiveness b enefits  once the loan becomes 120 days p a s t due.
Section 3 provides th a t  once a loan i s  in  d e fau lt, the in te r e s t  r a te  increases from five percent a year to 10 percent a year.

S i  n r p r p l v

B il l  Sheff ie l Governor
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C O M M I T T E E  R E P O R T  

S E N A T E

FURTHER: FINANCE
4/13/84

Date_

Mr. President
The Committee on HESS considered CSHB 681 (Fin’) am
default on and co llec tion  of student loans; efd.

and (a majority of the committee) (the committee) reports i t  back with the following recommendations:
do pass
do pass with attached amendment(s)

[ ] 

[ ] 

[. ]

replace with/or adopt CS for new t i t l esame t i t l e  and recommends
[ 3 

[ ] 

[ ]

and attached a "LETTER OF INTENT" 
reports i t  back without recommendation 
recommends re fe r r a l  to

[ ] NEW FISCAL NOTE

Committee
MEMBERS SIGNING MEMBERS HAVING

Chairman recommendation



STATE OF ALASKA 1984 LEGISLATIVE SESSION ' FISCAL NOTE
{Revision Date: IPage 1 o f 2 
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100 PERSONAL SERVICES 

200 TRAVEL 
300 CONTRACTUAL e* 

<*00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 
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FEDERAL FUNDS 
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TOTAL
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FULL-TIME
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SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

ANALYSIS: Attach a separate page foxanalysis
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CSHB 681 (f£|hi) Page 2 of 2
F I S C A L  N O T E  FOR: An Act relating to default on and c o l l ection of

s t u dent loans.

1. The fiscal impact of this hill does not lend i tself to the standard 

fiscal note form, so this m e m o r a n d u m  is intended to serve as the 

impact statement.

2. Assumptions:

a. Co l l e c t i o n  fees (those charged h y  private collections agencies, 

attorneys, courts, etc.) wil l  h e  charged to the loan b o r r o w e r  

and will simply incr e a s e  the total debt.

h. Additional interest w i l l  he generated h y  the n e w  120-day

"trigger" clause, hut this wil l  not he a factor for a n u m b e r  o f  

years, since it w i l l  n o t  generate revenue until the FY85 

bo rrowers are out of school, through their grace year, into 

repayment, and then in default on their repayment schedule.

This wi l l  he a n u m b e r  o f  years into the future —  as m a n y  as 
five or six for m a n y  borrowers. Hence, it is n o t  r e flected on 

the normal fiscal i mpact projection.

3* F iscal impact:

F iscal Year FY85 FY86 FY87 FY88 FY89

C o l l e c t i o n  Costs $ 1 2 0.00 $ 3 0 0.00 $750.00 $1,800.00 $3, 0 0 0 . 0 0

Add'l P r o gram

Receipts [l20.00] [300.00] [750.OO] [l,800.00] [3,000.00]

Subtotal $ -0- $ -0- $ -0- $ -0- $ -0- -

Add'l Interest -0- -0- -0- [.5 ] [8 .5 ]



S t a t e  o r  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

J l l N l U U

February 13, 1984

i

.. I

The Honorable Joe Hayes Alaska House of Respresentatives Pouch VJuneau, AK 99811
%

Dear Representative Hayes:
Under tho au tho rity  of a r t .  I l l ,  sec. 18, of the Alaska Constitu tion, I am transm itting a b i l l  re la t in g  to student loans th a t  are in de fau lt. These amendments seek to re ­duce the number of loans th a t  go in to  d e fau lt and to en­hance co lle c tio n  e f fo r t s .
Section 1 of the b i l l  allows the Commission on Post­secondary Education to charge the cos ts  of co llec ting  s tu ­dent loans th a t are in d e fau lt aga in s t the scholarship revolving loan fund i f  those costs are not recovered from the student.
Section 2 broadens the c lass of those who f o r f e i t  th e i r  en titlem ent to forgiveness of a portion of th e i r  loan. Under ex is t ing  law, a borrower loses forgiveness benefits  only upon being named a defendant in  a s u i t  fo r co lle c tion  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 pas t due.
Section 3 provides th a t once a loan i s  in defau lt, the in te r e s t  r a te  increases from five  percent a year to 10 percent a year.

S incerely -

B il l  S he ff ie l Governor



C O M M I T T E E  R E P O R T  

S E N A T E

4/13/84

FURTHER: FINANCE

Date

Mr. President
The Committee on HESS considered CSHR 681(Fin) am
defau lt on and co llec tion  of student loans; efd.

and (a majority of the committee) (the committee) reports i t  back with the fglibwing recommendations:
a
t ]

[ i 

t ]

[ ]

[ ]

[ ]

t ]

do pass
do pass with attached amendment(s)
replace with/or adopt CS for new t i t l esame t i t l e  and recommends
and attached a "LETTER OF INTENT" 
reports i t  back without recommendation 
recommends r e fe r r a l  to

[ ] NEW FISCAL NOTE

Committee
MEMBERS SIGNING MEMBERS HAVING

Chairman recommendation



A l a s k a  i^tate iCegtBlaturE

OFF IC IAL  B U S IN ES S

CHAIRMAN 
RULES  COMMITTEE

JA N  F A IK S  
POUCH V 

CAP ITOL BU ILD ING 
JUNEAU. ALASKA 99811

J k n a t E

M E M O R A N D U M

TO All MembersSenate Finance Committee
F R O M : Senator Jan Faiks
R E House B i l l  681
D A T E May 4, 1984
House B il l  681 was introduced by the Governor to  enhance theco llec tion  e f fo r ts  of student loans in defau lt.
Section 1. This section allows the Commission on Post-Secondary Education to  charge the costs of co llec ting  student loans th a t  are in defau lt aga inst the scholarship revolving loan fund i f  the costs are not recovered from the student. Currently these costs are absorbed by the Department and the Attorney General's Office. I f  the b i l l  passes, the appropriate funds w il l  be turned over to  the Department of Law via an inter-agency tra n s fe r  once a year.
Section 2. In te re s t  on a loan i s  5%. In te re s t  on a loan in de fau lt i s  10% for the period of time th a t  the loan is  ind e fau lt .  (fo r the period th e :loan is  in  defau lt was an amend­ment by Clocksin adopted on the House floor)
Section 3. The forgiveness section of th is  s ta tu te  does not apply to  a loan in de fau lt. Current law says the forgiveness section does not apply only i f  the borrower i s  named in a complaint as a defendant in  an ac tion to secure payment of a loan made under th is  section.
Section 4. A loan in  defau lt i s  defined a loan 120 days or more past due.
Section 5. Immediate e ffec tiv e  date.
The b i l l  passed the House on April 11th by a vote of 27-9-4 and passed on reconsideration by 32-5-3.
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