


SB 210 - AN A C T  RELATING TO GUARANTEED STUDENT LOAN FINANCING
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G r a n t s  the C o m m i s s i o n  on P ost S e c o n d a r y E d u c a t i o n  the 

a u t h o r i t y  to e x e c u t e  an a g r e e m e n t  w i t h  the A l a s k a  In dus tr ia l  

D e v e l o p m e n t  A u t h o r i t y ( A I D A )  to p r o v i d e  services.

fa) The C o m m i s s i o n  shall s erve  as the s ta te  g u ar an te e  agen cy

(b'< e s t a b l i s h e s  a s t ude nt l o a n  g u ar a n t e e  fund w i t h i n  the 

C o m mi s s i on , us e d  o n l y  to g u a r a n t e e  loans u n d e r  the p r o v i s i o n s  

of. the H i g h e r  E d u c a t i o n  Act (P . L .  89- 327  as amended.

The C o m m i s s i o n  is g i v e n  the a u t h o r i t y  to sell s t u de nt  loans 

held on J a n u a r y  1, 1983 to AIDA.

A m e n d s  L e g i s l a t i v e  f i n d i n g  and p o l i c y  c o n c e r n i n g  AIDA:

*that t here is a nee d in the state to pr ov id e f i n a n c i a l  

a s s i s t a n c e  to s t u d e n t s  a t t e n d i n g  p o s t s e c o n d a r y  institut ion s;

*that it is in the s ta te' s in te re s t  to p ro vi d e  f i n an c i a l  

a s s i s t a n c e  t h r o u g h  p a r t i c i p a t i o n  in the f ed e r a l  insure d student 

lo a n  p rog ram ;

* that A I D A  has the e x o e r t i s e  n e c e s s a r y  to p ro v i d e  a g ua ran tee d 

st ud en t  loan p r o g r a m

A m e n d s  P u r p o s e  s e c t i on  of A I D A  to i nc or p o r a t e  the gu ara nt ee d  

s tu den t loan program.

A m e n d s  P owe rs  s e c t i o n  of A I D A  s t at u t e  to grant "all pow ers  

n e c e s s a r y "  to p r o v i d e  f o r  a g u a r a n t e e d  studen t loan program.

A I D A  may:

Issue bonds.

P u r c h a s e  or p a r t i c i p a t e  in the p u rc h a s e of 

s t ude nt l oans fro m e l i g i b l e  lenders.

Sell or p a r t i c i p a t e  in the sale of stud ent  loans 

to e l i g i b l e  l e n d e r s  or to the Stude nt Lo a n  M a r k e t i n g  As soc iation.

C o n s e n t  to the m o d i f i c a t i o n  of int erest rate, time of 

p a y m e n t  of an i n s t a l l m e n t  of p r i n c i p a l  or inte res t, and o ther 

t erms of the s t ude nt loan that w ou ld  not o b v i a t e  i ns ur anc e 

c o v e r a g e .

C ol l e c t  and pay r e as o n a b l e  fees and c h a r g e s  in 

c o n n e c t i o n  w i t h  sale  or p u r c h a s e  of s tud ent  loans.

Incl ude  an amou nt in the b o r r o w i n g  n e c e s s a r y  to pay 

f i n a n c i n g  c har ges , inte res t, co n s u lt in g,  ad v i s o ry , legal fees, 

and o t h e r  e x p e n s e s  n e c e s s a r y  to the borrowing.

G r a n t s  A I D A  the a u t h o r i t y  to e s t a b l i s h  c api tal  

r e s e r v e  funds or o t he r  f unds  and a c c o u nt s for stud ent  loans.

A m en ds  A d m i n i s t r a t i v e  P r o c e d u r e  s ect ion  of A I D A  a t a t u t e  to 

i n c l u d e  g u a r a n t e e d  s t u den t loan program.

A dd s a n e w  s e c t i o n  to T it le  44 to give A I D A  the a u t h o r i t y  to 

e x e c u t e  an a g r e e m e n t  w i t h  the Pos . S e c on da r y  C o m m i s s i o n  on 

s e r v i c i n g  s t u d e n t  l oan s and other a s s i s t a n c e  n e c e s s a r y  to imp.1 merit 

the g u a r a n t e e d  s t u de nt  loan program.
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A l l o w s  A I D A  to c o m b i n e  s tu d e n t  loans for  bond  financing.

S u sp e n d s  p r o v i s i o n s  of AS 4 4 . 8 8 . 09 0  (e) and (g)(2) in i s s ui ng  

b o n d s  to f in a n c e  st ud e n t  loans:

(e ) B e fo r e  th e  issuance o f  a n y  bonds, the  a u th o r i t y  s h a l l  m a k e  p ro v i -  1
s ion  by lease  o r  o th e r  a g re em en t  r e g a rd in g  th e  p ro je c t  o r  p ro jec ts  being 
f inanced  by th e  issue o f  the  bonds f o r  r e n t a l s  o r  o th e r  cons ide ra t ion s  a t 
le a s t  su f f ic ie n t ,  in the  ju d g m e n t  o f  the  a u th o r i t y ,  to pay the p r in c ip a l | 
o f  and  in te re s t  on th e  honds as they  become due and to c rea te  and 1 
m a in t a in  the re s e rv e s  th e r e fo r  as the  a u th o r i t y  cons ide rs  necessa ry  o r  
d e s i ra b le  and to m ee t  a l l  o b l ig a t io n s  in connec t ion  w ith  the lease  o r  
o th e r  a g re em en t  and  a l l  costs necessa ry  to se rv ice  the  bonds un le s s  the 
lease  o r  a g re em en t  p ro v id e s  th a t  th e  o b l ig a t io n s  a re  to be m e t o r  costs 
a re  to be pa id  by a p a r t y  o th e r  th an  the  a u th o r i t y .

(g ) T h e  a u th o r i t y  m ay  no t
(2) issue revenue bonds other than refunding bonds for a project 

under this chapter in an amount greater than $50,000,000 during any 
12-month period beginning after June 30, 1981, unless the issuance is 
included separately in the estimates required in the report of the 
authority under AS 44.88.210(b) and unless the legislature, by law, 
approves the issuance.
Ad d s  a n e w  sub s e c t i o n  (j ) s t a t i n g  tnat the p r i n c i p a l  and interest 

on b o n d s  issued for s tu d e n t  l oans w i l l  be paid from interest and 

p r in c i p a l  p a y m e nt s  on s tude nt loans, f ed e ra l  interest su bs i d i es  and 

s p e c ia l  a l l o w a n c e s  from H i gh er  E d u c a t i o n  Act, a mo un t s  a va ila ble  

from the e n t e r p r i s e  d e v e l o p m e n t  fund, and other m o n e y and 

r e c e i p t s  from the p ro c e e d s  of b o n d s  issued for student loans.

Adds  stude nt loans to the s tate p l ed g e  to not limit or alter 

the r i g h t s  and p o we rs  of A I D A  to f ul f i l l  the terms of contracts.

A l l o w s  A I D A  to use up to $ 1 , 0 0 0 , 0 0 0  in m on ey  and ass ets  of the 

e n t e r p r i s e  d e v e l o p m e n t  fund for s tud ent  loans or to assist in 

f i n a n c i n g  studen t Loans.

P r o v i s i o n s  of (d) of the E n t e r p r i s e  D ev e l o p m e n t  Fund do not a pply 

to s t u den t loans:

(d) A loan purchased in whole or in part by the authority, other than 
a loan which is financed with the proceeds o f bonds o f the authority and 
secured only by a project applicant or a project,

(1) may not exceed
(A) $10,000,000; or
(B )  $500,000 i f  the loan is purchased under AS 44.88.158;
(2) may not exceed the cost of the project or 75 percent o f the 

appraised value of the project, whichever is less, unless the amount of 
the loan in excess o f this lim it is federally insured or guaranteed or 
is insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters o f the author­
ity ’s estimate o f the life o f the project or 25 years from the date the loan 
is made, whichever is earlier;

(4) shall contain complete amortization provisions satisfactory to 
the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provisions with 
respect to insurance, repairs, alterations, payment o f taxes and as­
sessments, default reserves, delinquency charges, default remed:.es, 
acceleration o f maturity, secondary liens and other matters the author­
ity prescribes; I



(6) shall be secui ed as to repayment by a mortgage or other security 
instrument in the manner the authority determines is feasible to 
assure timely repayment under a loan agreement entered into with the 
borrower;

(7) may not be made unless
(A) at least 10 percent of the principal amount of the loan is retained 

by the originator of the loan; or
(B) 100 percent o f the principal amount of the loan is guaranteed by 

the United States or an agency or instrumentality of the United States;
(8) must be
(A) at least partially guaranteed by the United States or an agency 

or instrumentality of the United States, subject to the provisions of AS 44.88.158; or
(B) financed from the proceeds o f bonds; or
(C) expected by the authority to be financed from the proceeds of bonds.

S E C T I O N  14 A S  4 4 . 8 8 . 1 6 0  does not a p p l y  to s t u de nt  loans:

Sec. 44.88.160. F ind ings o f  the au tho r ity . Before entering into a 
lease or other agreement as provided in AS 44.88.090(e) regarding a 
project for which bonds are agreed to be issued by the authority in an 
amount in excess o f $6,000,000, or before approving insurance or a 
commitment to insure a loan as provided in AS 44.88.157(bt with a 
principal amount in excess o f 86,000,000, there must have been filed 
with the authority a certified copy o f a resolution o f the governing body 
o f the political subdivision o f ihe state, i f  any, in which the project is 
to be located, consenting to the location (which consent need only refer 
to the gener nature o f the project ultimately to be acquired as set out 
in a request o f the proposed project applicant). Before entering into a 
lease or other agreement as provided in AS 44.88.090(e) regarding a 
project, the authority must find, on the basis of a ll information 
reasonably ava i!able to it, thai

(1) the project and its development under this chapter will be 
economically advantageous to the state and the general public welfare 
and will contribute to the economic growth o f the state;

(2) the project applicant is financially responsible;
(3) provision to meet increased demand upon public facilities that 

might result from the project is reasonably assured;
(4) the project will provide or retain employment reasonably related 

to the amount o f the financing by the authority considering the amount 
o f in vestment per employee for comparable facilities and other relevant 
factors; and

(5) the scope o f the project is sufficient to provide a  reasonable 
expectation of a benefit to the economy of the state. (S 1 ch 64 SLA 
1967; am § 66 ch 106 SLA 1980) *

S E C T I O N  15 AS 4 4 . 8 8 . 1 6 5  does no t a p p ly  to  s tu d en t  l o a n s :
Sec. 44.88.165. D e linquen t loans. I f  more than two percent of the 

total outstanding balance o f loans purchased from n financial institu­
tion under this chapter becomes delinquent for 90 da js  or more, the 
authority shall discontinue purchasing loans from that financial insti­
tution for which it has not already made a purchase commitment and 
may not make new commitments to purchase loans from that financial 
institution until the delinquency is reduced to less than two percent.
(§ 42 ch 115 SLA 1981; am § 55 ch 113 SLA 1982)

S E C T I O N  16 D e f i n i t i o n s

S EC T I O N  17 E f f e c t i v e  Date.



STATE OF ALASKA __________________________________
FISCAL NOTE Revision Date_________, 1983 j

I .  REQUEST
Bill/Resolution No.: SB 210 
Title:Student Loan Financing
Sponsor: Governor__________
R e q u e s t o r : _____________

Ii: FISCAL DETAIL
Agency Affected:Commerce & Econ. Devp. 
Program Category Affected: Uevelopment ~ 
BRU, Program of Subprogram(s) Affected: 
Alaska Industrial Development Authority

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 80 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

1
TOTAL OPERATING 0 0 0 0 0
CAPITAL 1.000 0

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source) 1 . 0 0 0 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: 

Program recipts from che Authority.

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: 3 . 1.._Wunnon______________________   Phone:274-1651
Division: Alaska Industrial Development Authp/ity/____________ Date:_________ ~

Approved by Commissioner: Richard A. Lyon < Date:_
Department: Commerce ft Economic Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and 3udget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83
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S t a t e  o f  A l a s k a

O F F I C E  OF  TH E  G O V E R N O R  
J u n e a u

M a r c h  25, 1 9 8 3

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. P r e s i d e n t s

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  t w o  b i l l s  r e l a t i n g  t o  
f i n a n c i a l  a s s i s t a n c e  f o r  p o s t s e c o n d a r y  s t u d e n t s .

T h e  f i r s t  b i l l  r e d u c e s  t h e  r e s i d e n c y  r e q u i r e m e n t  f o r  e l i­
g i b i l i t y  f o r  a s t u d e n t  l o a n  f r o m  t w o  y e a r s  to o n e  y e a r ,  
i n c r e a s e s  t h e  i n t e r e s t  r a t e  to n i n e  p e r c e n t  f r o m  t h e  
c u r r e n t  r a t e  o f  f i v e  p e r c e n t ,  e l i m i n a t e s  t h e  l o a n  f o r­
g i v e n e s s  p r o v i s i o n s  i n  A S  1 4 . 4 3 . 1 2 5  (j) a n d  (o) a n d  t h e  
p o i n t - s y s t e m  p r o v i s i o n s  in A S  1 4 . 4 3 . 1 3 0 ,  a n d  s e t s  a n  
a p p l i c a t i o n  d e a d l i n e  of  J a n u a r y  1 o f  t h e  s c h o o l  y e a r  f o r  
w h i c h  t h e  l o a n  is t o  b e  u s ed.

T h e  s e c o n d  b i l l  a u t h o r i z e s  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p­
m e n t  A u t h o r i t y  (AS 44.88) *•) i s s u e  b o n d s  t o  f i n a n c e  t h e
p u r c h a s e  o f  s t u d e n t  l o a n s  w h i c h  a r e  i n s u r e d  a n d  e l i g i b l e  
to r e c e i v e  i n t e r e s t  s u b s i d i e s  a n d  s p e c i a l  a l l o w a n c e  
p a y m e n t s  u n d e r  t h e  H i g h e r  E d u c a t i o n  A c t  o f  1 9 6 5  (P.L.
8 9 - 3 2 7 ) ,  a s  a m e n d e d .  P r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  w i l l  
i s s u e  t h e  l o a n s  i n  a c c o r d a n c e  w i t h  f e d e r a l  l o a n  r e s t r i c­
ti o n s ,  a n d  w i l l  i n  t u r n  s e l l  t h e  l o a n s  to t h e  a u t h o r i t y .  
S i n c e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  w i l l  n o t  p a r t i c i p a t e  
w i t h o u t  a n  e s t a b l i s h e d  s e c o n d a r y  m a r k e t  f o r  t h e  l o a n s ,  
t h e  b i l l  is  e s s e n t i a l  to p r o m o t e  g r e a t e r  s t a t e  p a r t i c i p a­
t i o n  i n  t h e  f e d e r a l  g u a r a n t e e d  s t u d e n t  l o a n  p r o g r a m .  
T h a t  f e d e r a l  p r o g r a m  w i l l  t h e n  b e c o m e  a s i g n i f i c a n t  
s u p p l e m e n t  to t h e  s t a t e  s c h o l a r s h i p  l o a n  p r o g r a m  u n d e r  
A S  1 4 . 4 3 . 0 9 0  —  1 4 . 4 3 . 1 6 0 .
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T h e s e  t w o  b i l l s  i n c r e a s e  t h e  e f f i c i e n c y  a n d  f i s c a l  e c o n o m y  
o f  s t a t e  f i n a n c i a l  a s s i s t a n c e  to  A l a s k a  u n d e r g r a d u a t e  a n d  
g r a d u a t e  s t u d e n t s .  I t h e r e f o r e  u r g e  p r o m p t  f a v o r a b l e  c o n ­
s i d e r a t i o n  o f  a n d  a c t i o n  o n  t h e s e  b i l l s .

S i n c e r e l y ,

B i l l  S h e f f i e l d  /
G o v e r n o r
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STATE' OF ALASKA 
FISCAL NOTE Rev is ion  Date__________, 1983

I. REQUEST II. FISCAL DETAIL
Bill/Resolution No.:_____________________ Agency Affected: Comin. on Postsecondary Ed.
Title:"An Act relating to guaranteed student Program Category Affected: Education
Sponsor: Governor________ loan financing11 BRU, Program of Subprogram^) Affected:
Requestor: Comm, on Postsecondary Ed. Student Loans____________________________

EXPENDITURE/REVENUES: (Thousands of Pol

OPERATING
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING -0- -0- -0- -0- -0-

ars)

CAPITAL - 0- - 0 - - 0 - - 0 -

O lREVENUE - 0 - -0- lQ=_

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHF.R (Specify Source)

POSITIONS:
Fu l l -Time
PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Kerry Romesburg F tr A ('__________________________ Phone: 4&5-2SM
Division: Commission on Post^yffiidW.y Education Date: 3/24/83

Approved by Commissioner:_________________________________   Date:_________________
Department:______________________

Distribution: C p
Original to Legislative Finance ™  *
Copy to Office cf Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



Assumptions:

a. The cost of a bond sale is approximately 3.5% per $1 million in bonds. 
This would be a cost of the program, but would be initially covered
by existing A,I.D.A. resources and then recovered over the life of the 
loan.

b. An additional cost arises from contracting for collection of ..loans, .-but 
again this would be recovered from actual collections.

c. Net cost could be zero, and, in fact, a positive cash flow should result.
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