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REQUEST
Bill/Resolution N o . : CSHB 161 

Title: Re: Student Loans

STATE OF ALASKA 1985 LEGISLATIVE SESSION 
__________________ FISCAL N O T E ________________

Revision Date: 4 / 2 4 / 8 5

FISCAL DETAIL 
Agency Affected: Education

Sponsor: Binkley

Requestor: House Finance 
Date of Request : _ 4 / 2 4 / 8 5 _

Program Category Affected: Postsecondary

Education Commission______

BRU, Program or Subprogram(s) Affected:
Student Loan Administration_______________

Student Loan Program________________________

OPERATING
"  PT 35"" FY 86 FY 87 FY 88 FY 89 FY 90

loo P e r s o n a l  services
2 0 0  T R A V E L
30 0  C O N T R A C T U A L
U00 S U P P L I E S
5 0 0  E Q U I P M E N T
5 0 0  LA N D  &  S T R U C T U R E S
7 0 0  G R A N T S ,  C L A IM S
8 C 0  M I S C E L L A N E O U S

: 2 8 . 4 6 0 . 2 6 3 . 8 6 7 . 6
2 0 . 0

. 1 . 2 . 2 . 2
1 . 2 1 . 2

TOTAL OPERATING N . A . 2 0 . 0 2 9 . 7 6 1 . 6 6 5 . 0 6 7 . 8

I CAPITAL" ( 4 8 . 7 ) 1  ( 2 . 2 7 4 . 5 ) 1  ( 4 .  2 0 7 . 9  ) K 6 . 2 0 9 . 0 )  I ( 9 , 6 2 9 . 4 ) 1

I REVENUE- ]

j E U E k A L  ruN l l N . A . ( 2 8 . 7 ) ( 2 . 2 4 4 . 8 ) ( 4 . 1 4 6 . 3 ) ( 6 , 1 4 4 . 0 ) ( 9 , 5 6 1 . 6 )
- E D E R A L  FU N D S
3THEP.
T O T A L

T C -H TF
5A R T - T I M E
TEMPORARY

ANALYSIS: Attach a separate page if necessary

See attached.

Prepared By: Kerry D 

Division: P o s t s e c o n d a r y u

Approved by Commissioner: 

Agenc):_____________________

i o n  C o m m i s s i o n

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 

Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-2854 

Date: "W7575S

Date:

7/1/84
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Proposal Nn. 6. Increase loan Interest to fl<, beginning In FY06. reduce grace period to six months, but maintain current monthly 

payment level for the first three yoars of repayment, then increase payments for the last seven years.

(a) Fiscal Impact:

Year of _____________________________________________ BORROWING YEAR_________________  ' Total

Impact FY06 FY87 FY80 FY09 FYOO FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 Impact

FY86 $ 48.7 1 s * * f f * % f $ $ 48.7

FY87 2,229.9 44.6 2,274.5

FY88 2,122.8 2,040.5 44.6 4,207.9

FY89 2,181.5 1,942.4 2,040.5 44.6 6,209.0

FY90 3,605.7 1,996.2 1,942.4 2,040.5 44.6 9,629.4

FY91 1,102.8 3,299.3 1,996.2 1,942.4 2,040.5 44.6 10,425.8

FY92 1,326.0 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 12,378.9

FY93 1,966.2 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 14,232.4

FY94 2,0;0.4 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 16,075.7

FY95 2,010.4 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 17,915.3

FY96 1,961.7 1.039.6 1,039.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 19,706.2

FY97 [ 219.5] 1,795.0 1,039.6 1,039.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 19,320.0

FY98 [ 112.4 ][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6 19,226.2

FY99 [ 1 71.1][ 102.8][ 200.9] 1,795.0 1,039.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 21,040.5 19,020.1

FYOO f 1,595.3][ 156.6][ 102.8][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 11,942.4 15,354.2

(b) Additional Administrative Cost:

T h e  increase workload would result in the need for additional repayment staff, but not until FY87.

Object Code FY06 FY87 FY88

100 $ -0- $20.4 $60.2

200 . -0- -0- -0-

300 . 11 20.0 -0- -0-

400 -0- .1 .2

500 -0- 1.2 1.2

TOTAL: $20.0 $29.7 $61.6



Comments:

1. The $20.0 in contractual is for modifying the existing student 

loan on-line system to accommodate for individuals with loans 

carrying varying interest rates.

2, The monthly payments for borrowers would change upward the last 

seven years of the repayment cycle. Examples of the repayment 

schedule are:

Loan Amount Current 5% Delayed 8%

3. Forgiveness would be applied as it is now, with the State paying 

on behalf of the borrower up to 50% of the principal and 

interest accrued. Hence, the delayed impact of the 8% interest 

will actually provide a small additional incentive for 
forgiveness (about $26 on a $24,000 loan).

$ 1 , 0 0 0  

$24, 000

$ 10.61 

$254.56

$ 10.61/$ 12.80 

$2,54.56/5306.89
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Original sponsor: Binkley

1H T H E  H O U S E  EY THE FINAN CE COMMITTEE

CS FOR HOU SE BILL NO. 161 (Finance)

III T H E  LEGISLATURE OF THE STATE O F  ALASKA 

FOURTEENTH LEGISL ATURE - FIRST SESSION

A  BILL

For an A c t  entitled: "An Act relating to the interest rate and repayment

provisions of scholarship loans; and providing for an 

effective date."

BE I T  ENACT ED BY T H E  LEGI SL A T U R E  OF THE STATE OF ALASKA:

* Section 1. A S  1 4 . A 3 . 120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 is 

at the rate of eight (FIVE] percent a  year unlcs3 the loan is in 

default. Interest on a loan that is in default is 10 percent a year 

for the period the loan is in default.

* Sec. 2. AS 14.43.120(g) is amended to read:

(g) Repayment of the principal and interest on the loan begins 

no later than sir, months {ONE YEAR] after the borrower's sturiicc are 

terminated. The loan shall provide for repayment of cue total amount 

owed in periodic installments ir. not more than 10 yearn fr om Che 

commencement of repayment, except as p rovided in (k) and (n) of this 

section. Interest shall accrue ac provided in (f) o*: thin oection, 

but the b o r rower  shall be allowed to repay tho loan nt a five percent 

interest rate for the first three yearo of the, repayment period, wit h 

the extra accrued interest to be paid in later years. If the coranis- 

cion and the borro w e r  agree to a different repayment schedule, the 

borro w e r  shall repay the loan in accordance w i t h  the agreement. A 

borrower n a y  moke payments earlier than required by this nubaection.

* Sec. 3. Thin Act takes effect J u l y  1, 1985.

-1 * C S H B  1 6 1 (Fin)
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CUMULATIVE FISCAL IMPACTS

ONE YEAR FIVE YEARS TEN YEARS FIFTEEN YEARS £

PROPOSAL With W/0 Forgiveness With W/0 Forqiveness With W/0 Forqiveness With W/0 Forqiveness )<

1. 8% $-0- 1 0 1 $ 2,662.8 $-0- $ 27,586.8 $ 29,070.0 -$-??, 0 ffcS $106,093.5 ’ (

2. 8% and 6-mo. grace 55.0 55.0 27,368.5 55.0 103,815.7 105,324.1 184,606.2 211,989.8 -  £; j

3. 1/2 / 1/2* -0- -0- 655.8 -0- 13,028.6 14,378.2 51,917.8 77,800.9 • j<
A. 1/2 / 1/2% and 6-mo. grace 49.7 49.7 23,730.3 49.7 86,305.4 87,678.0 150,483.0 175,725.0 ji
5. . Delayed 8% -0- -0- -0- -0- 13,269.1 14,752.3 48,538.3 7 6 , 1 7 9 . 8 — V;

6. Delayed 8% and 6-mo. grace 48.7 48.7 2:,369.5 48.7 93,397.6 94,906.0 186,015.3 2 1 3 , 3 9 8 . 8 . : - * - .  1

NOTES: 1. In time, the fiscal impact of Proposal No. 5 will be the same as that for Proposal No. 1, and that for Proposal No. C will be the same as the

fiscal impact for Proposal No. 2.

2. Incorporating Proposal No. 7 with any of the above alternatives, would increase program receipts an average of around $9.7 million after the 

effect levels--some years ahead.

*

\IP'

0  '

rt, 4 1 . I Z O
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STATE OF ALASKA 1985 LEGISLATIVE SESSION 

 _________________________________________ FISCAL N O T E _______________________________

Revision Date: 3/5/85

REQUEST P a g e  1 o f  2 FISCAL DETAIL

Bill/Resolution No.:C S H B  1 6 1 ( L o a nftqency Affected: Education_________________

Title: student Loan interest, Program Category Affected: Postsecondary
__________ Forgiveness, and Terms  Commission-

Sponsor: Binkley BRU, Program or Subprogram(s) Affected:
Requestor: House Loans Comm.  Student Loan Program____________
Date of Request:__ 3/4/85____________  ____________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
..VT ‘55 FY 8b FY 87 FY 88 FY 89 FY 90

1U0 PERSONA I, SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

£*00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

300 MISCELLANEOUS

N.A.

•

TOTAL OPERATING N.A. -0- -0- -0- -o- -u-....

I CAPITAL I I I I (56.7) | (168.a) | (349.3)

! REVENUE N.A. -o- - o 56.7 168.9 349.J i

FUNDING: (Thousands of Dollars)
jbNcKriL rOND N . A . -0- -0- (56.7) (168.9) (349.3) i
:EDERAL FUNDS

DTHER

TOTAL

POSITIONS:
-

-QlL-IIht N.A. -0- -0- -0- -0- -0-
’ART-TIME

TEMPORARY —

ANALYSIS: Attach a separate page if necessary

See Attached

Prepared By: Kferry D. ^Executive Director phone; 465-2854

Division: Alaska C o m m i s s i ^ f o n  Vostsecondary________ Date: 3/6/85

Date:

7/1/84

Education 
Approved by Commissioner 
A g e n c y ____________________

Distribution (by Agency preparing fiscal note): 
Legislative Finance

Legislative Sponsor 

Requestor
Office of Management and Budget 
Impacted Agency(ies)
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CS HBJLJ51 (Loans) Page 2 of 2' 
A n a l y s i s  of F i s c a l  I m p a c t

Assumptions

(1) % of borrowers entering repayment:

Percent Years after borrowing

0 . 0  
22.4

21.3 

.. 21.8

32.3 

2.2
100.0

one year 
two years 

three years 
four years 

five years 

six or more years

(2) Borrowing averages will be:

FY86 $4,775 FY89 $5,725

FY87 $5,050 FY90 $5,900

FY88 $5,400

(3) Loan volumes are at current projection levels and program is 
fully funded. Adjustments made will be the result of program 

changes.

Impacts

(1) Increasing loan interest from 5% to 8% (Section 1 of the bill).

(a) The increase will not affect loan volume.

(b) Increased interest will impact the fund over time in the 

following manner:

Year of 
Impact

Borrowing Year Total 

N ew RevenueFY86 FY87 FY88 FY89

FY86 $ -0- $ -0- $ -0- $ -0- $ -0-

FY87 -0- -0- -0- -0- -0-

FY88 56.7 -0- -0- -0- 56.7
FY89 108.2 60.7 -0- -0- 168.9
FY90 168.5 118.5 62 .3 -0- 349.3

FY91 247.9 177.6 121.6 58.5 605.6

FY92 253.5 265.1 182.3 114 .2 815.1
FY93 253.5 271.1 272.2 171.1 967.9
FY94 253.5 271.1 278.3 255.5 1,058.4



(2) Eliminating the forgiveness benefits in 1990 (Section 4 of the 

bill)

(a) Elimination of forgiveness will not affect loan volume

(b) The impact of eliminating forgiveness will be realized over 

time, however, delaying implimentation until 1990, moves 
the fiscal impact even further into the future.

Year Principal Interest Total Additional Revenue

PY86 $ -0- $ -0- $ -0-
FY87 -0- $ -0- $ -0-
FY88 -0- $ -0- $ -0-
FY89 -0- $ -0- $ -0-
FY90 -0- $ -0- $ -0-
FY91 -0- $ -0- $ -0-



HOUSE B I L L  161

Sec. 1 

Sec. 2

Sec. 3

Sec. 4

Sec. 5 

Sec. 6 

Sec. 7

Sec. 8

O rig ina l B ill Loans Committee Substitu te
Raises in te res t rates on Sec. 1 Raises in te re s t rate to 8%.
loans from .5% to 8%.

Changes e lig ib il i ty —adds * Sec. 2 (k ) Lim its the amount o f time a
app lican t must have graduated 
w ith in  one yea r, be w ith in  
6 months o f g radua ting , or 
demonstrated financia l need.
I f  s tudy in te rrup te d  fo r * Sec. 3
more than two years a new 
loan could be obtained only 
i f  financia l need is shown.

A technical amendment c la r i-  Sec. 4
fy ing  the conditions fo r 
repayment o f the ru ra l teachers 
loans, and allowing the fo rg ive ­
ness po rtion  to continue fo r 
these loans.
Keeps the in te res t rate fo r Sec. 5
teachers scholarship loan at 
5% unless i t  is in de fau lt.
Repeals the forgiveness Sec. 6
portion o f the student 
scholarsh ip loan.
Specifies when and fo r whom * Sec. 7 
new e lig ib il ity  requirements 
app ly . Must be newly g radu ­
ated from h igh school, have 
applied w ith in  one year o f 
g raduation and not in te rrup te d  
studies fo r more than 2 years.
E ffective date: Ju ly 1, 1985

* Elements o f HB 185 which were 
incorporated in to CSHB161

NOTE: By elim inating Sec. 4 o f HB 161
the committee subs titu te  in 
e ffec t raises in te re s t rates 
on ru ra l teacher loans to 8% 
also.

person can defer p rinc ipa l 
payments while in the m ilita ry  
up to 6 years.

Repealed and reenacted. Adds 
p rov is ion  that, a person cannot 
be de linquen t o r in de fau lt on 
a loan.

Grants exemptions fo r absences 
from the state under certa in 
described conditions.

Repeals the fo rg iveness.

Makes forg iveness repealer take 
e ffec t September 1 , 1990.

Increases in te res t rate as o f 
Ju ly 1, 1985.

Makes new e lig ib il ity  and lim its 
on m ilita ry  service e ffec tive
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R e p r e s e n t a t iv e  J o h n e  B i n k l e y

March 20, 1985

Mr. Al P rice , Counselor 
Barrow High School 
Pouch 169
Barrow , Alaska 99723

Re: House B ill 161 -  State S tudent Loan Program 
Dear M r. Price:

Thank you te r you r le tte r concern ing House B ill 161 which 
changes regulations o f the State S tudent Loan Program.

The Student Loan Program is the best loan program we have 
in the State o f Alaska today. There is no be tte r way fo r the State to 
invest its  money than in the education o f its  people. That is why we 
must make some changes in the program now to p ro tec t it  fo r fu tu re  
generations to have the same oppo rtun itie s . I f  we don 't make changes 
now to pu t the S tudent Loan Program on a sounder financia l base, it  
w ill end up sho rt-funded  before too long. A ll state loan programs th is  
year are looking at reductions in fu n d in g , the s tuden t loan program 
included. That w ill mean some s tuden ts who had planned on receiving 
state s tuden t loans may not receive them.

Changes in e lig ib il ity  requirements would work to the benefit 
o f young people ju s t ou t o f h igh school, and the o lder s tuden t who has 
financia l need by g iv ing  them p r io r ity  use o f loan funds over the o lder 
students who have already gone th rough  school and on to good paying 
jobs and who can t r u ly  a ffo rd  to finance th e ir  own education. I f  
choices have to be made, I feel young h igh school graduates and older 
students who demonstrate financia l need should be g iven f i r s t  p r io r ity .

I understand you r concern about placing lim ita tions on 
e lig ib il ity , bu t i f  tne program is not fu lly  funded who would you 
suggest not receive the loan funds?



Mr. Al Price 
March’ 20, 1985 
Page 2

On March H the House Special Committee on Loans o ffered out 
a Committee Substitu te  which changes the o rig ina l b ill and in e ffec t 
would now change Student Loan Program regu la tions as fo llows:

a) the in te re s t rate charged fo r s tuden t loans would be 
raised from fiv e  (5) percent to e igh t (8) pe rcen t; and
b) the forg iveness po rtion  o f the loan program would be 
elim inated in 1990.

Neither o f these changes would a ffec t loans which have already been 
received by s tuden ts .

House B ill 161 is now in the House Health, Education, and 
Social Services Committee, and it is then scheduled to come to Finance
Committee at which time I w ill be tak ing  another rea lly  close look a t
a lte rna tives to s treng then the program . In the meantime I am con tinu ing 
to monitor the b i l l ,  and I w ill apprecia te hearing any 
suggestions you may have in th a t rega rd .

I thank you fo r you r in te re s t. I hope you w ill continue to
follow House B ill 161 and tha t you w ill lend you r suppo rt to its
passage.

Johne B ink ley 
Representative

cc: Senator Frank Ferguson

Representative Al Adams



NORTH SLOPE BOROUGH SCHOOL DISTRICT

Barron  Whalers 
Barrow High School 
Pouch 8950 
Barrow. Alaska 99723 
(907) 852-8950

Fred ipaiook Elementary School 
P.O. Box 45 0 
Barrow. Alaska 99723 
(907) 852-4711

Nunamiut Wolves 
Nunamiul School 
Anakluvuk Pass. Alaska 99721 
(907) 661-3226

Aigasuk Eagles 
Meade River School 
Aigasuk. Alaska 99723 
(907) 633-6315

Kaveolook Rams 
Harold Kaveolook School 
P.O. Box 10 
Kaktovik, Alaska 99747 
(907) 640-6626

Nuiqsul Trappers 
Nuiqsut School 
Nuiqsul. Alaska 99724 
(907) 480-6712

Tikigaq Harpooners 
Tikigaq School 
P.O. Box 125 
Point Hope. Alaska 99766 
(907) 368-2662 or 368-2663

MARCH 1, 1985

REPRESENTATIVE JOHN BINKLEY 

HOUSE OF REPRESENTATIVES 

STATE OF ALASKA 

POUCH V

JUNEAU, AK 99811

DEAR REPRESENTATIVE BINKLEY,

I AM WRITING WITH SOME CONCERN ABOUT HOUSE BILL 161 

PERTAINING TO THE ALASKA STATE LOAN PROGRAM. IT APPEARS THAT 

ONE PROVISION OF THIS BILL WOULD LIMIT LOAN AVAILABILITY TO 

RECENT HIGH SCHOOL GRADUATES, WHICH I BELIEVE IS A DISSERVICE 

BOTH TO THE PROGRAM AND TO A SIGNIFICANT PART OF THE STUDENT 

POPULATION. SOME OF THE MOST CONFIDENT AND SELF-MOTIVATED 

STUDENTS I HAVE KNOWN HAVE BEEN PEOPLE IN THEIR 20»S AND 30'S 

WHO HAVE BEEN PRODUCTIVE WORKERS BEFORE DECIDING TO PURSUE A 

HIGHER EDUCATION. I FEEL THAT SUCH PERSONS MAY ALSO HAVE A 

BETTER UNDERSTANDING OF THE FULL IMPLICATIONS OF BORROWING TO 

FINANCE EDUCATION. 1 HOPE YOU CAN GIVE SOME CONSIDERATION TO 

MY CONCERNS.

Cully School
Point Lay. Alaska 99759
(907) 833-2312

rAlak Huskies 
Alak School 
P.O. Box 10
Wainwrighl, Alaska 99782 
(907) 763-2541 or 763-2551

SINCERELY,

AL PRICE, COUNSELOR 

BARROW HIGH SCHOOL

AP:dm

Pouch 169 • Barrow, Alaska 99723 • (907)852-5311



L A S IC A
P O U C H  V 

J U N E A U  A L A S K A  99311 

<9071465 4737

P O  B O X 1C65 

O E T H E L , A L A S K A  99559 

<907*543 2922

R e p r e s e n t a t iv e  J o h n e  B in ic l e y

March 25, 1985

Ms. Barbara L. Finnie 
3630 A lexander Avenue 
Anchorage, Alaska 99504

Re: HB 161 -  S tudent Loan Program 
Dear Ms. Finnie:

I have received my copy o f the le tte r you w ro te to 
Representative Adams concerning HB 161 which would amend the Student 
Loan Program.

I am sure you w ill agree tha t the S tudent Loan Program is 
the best loan program we have in the State o f Alaska today. There is 
no be tte r way fo r the State to inves t its  money than in the education o f 
its  people. That is why we must make some changes in the  program to 
p ro tec t i t  fo r fu tu re  generations to have the same oppo rtun itie s . I f  we 
don 't make changes now to put. the program on a sounder financia l base 
i t  w ill end up sho rt-funded  before too long. A ll state loan programs 
th is  year are looking at reductions in fu n d in g , whether o r not HB 161 
passes, the s tudent loan program inc luded . That w ill mean tha t some 
students who had planned on rece iv ing state s tuden t loans may not 
receive them.

The basis fo r changing e lig ib il ity  regu la tions is the State's 
cu rre n t revenue p ic tu re . As oil revenues decline , all State loan 
programs are facing sho rtfa lls  in fu nd in g . Before the day comes when 
not eve ry person app ly ing fo r a State S tudent Loan w ill be able to 
receive one, policies and gu idelines must be established to assist the 
Post Secondary Commission in making those decisions. I feel i t  is 
im portant tha t the Leg is la tu re , as elected o ffic ia ls  o f our State, take 
the in it ia tiv e  in se tting  policies which w ill determ ine p r io r ity  e lig ib il ity  
fo r s tuden t loans. I believe g radua ting  h igh school students and 
people who can 't a ffo rd  to  finance th e ir  education should be g iven top 
p r io r ity .  We must not le t the program de fau lt to a f i r s t  come, f ir s t  
serve basis.

P iN A N C E  C O M M IT T E E  

S P E C IA L  C O M M IT T E E  O N  P lS H C R < £s

S t a t e  o f  A
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The fiv e  percent (5%) payback does p rov ide funds fo r the 
loan program , bu t not enough to sustain its e lf. Over the life  o f the 
S tudent Loan Program the State o f Alaska has invested $285 m illion , 
over one -qua rte r o f a b illion  do lla rs . This year the State is looking to 
receive back ju s t $10 m illion to help fund th is  year's  studen ts . 
Revenues received from a 3% increase w ill ce rta in ly  help in e ffo rts  to 
s treng then the financ ia l base o f the program fo r fu tu re  users .
An increase in in te re s t rate from 5% to 8% would mean ah additiona l 
monthly payment o f $1.37 per $1,000 owed per month. I believe students 
w ill be w illing  to pay tha t additional amount in in the in te re s t o f 
keeping the program alive fo r fu tu re  studen ts . I am glad to see tha t 
you agree th a t the increase in in te re s t is necessary at th is  time.

The purpose o f the Student Loan Program is to loan money to 
people. I f  we can have the fo res igh t to make some changes today to 
p ro tec t the program , i t  w ill be around to loan money to people in the 
fu tu re . I hope you w ill continue follow House B ill 161 and w ill lend 
you r suppo rt to its  passage.

S incere ly,

cc: Representative Al Adams



Offered: 3 / 4/85
Re f e r r e d :  H e a l t h ,  E d u c a t i o n  &
S oci a l  S e r v i c e s  a nd F i n a n c e

O r i g i n a l  sponsor: B i n k l e y

B Y  T H E  H O U S E  S P E C I A L  C O M M I T T E E  

1, IN T H E  H O U S E  ON S T A T E  L O A N S

2 CS F O R  H O U S E  B I L L  NO. 161 (Loans)

3 IN THE L E G I S L A T U R E  OF  T H E  S T ATE OF  A L A S K A

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

5 A  B I L L

6 F o r  an A ct en t i t l e d :  " An Act r e l a t i n g  to the i n t e r e s t  rate, f o r g i v e n e s s

7 p r o v i s i o n s ,  e l i g i b i l i t y  r e q u i r e m e n t s ,  and c o n d i t i o n s

£ of s c h o l a r s h i p  loans; and p r o v i d i n g  f o r  an  e f f e c t i v e

9 d a t e . "

10 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  OF  TH E  S T A T E  OF ALASKA:
i

11 * S e c t i o n  1. AS  14. 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:
>

12 (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  AS  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

13 at the r a t e  of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  th e  l o a n  is in

14 d e f ault. I n t e r e s t  o n  a loa 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

15 f or the p e r i o d  the l o a n  is in default.

16 * Sec. 2. A S  1 4 . 4 3 . 120(k) is a m e n d e d  to read:

17 (k) P e r i o d i c  i n s t a l l m e n t s  of p r i n c i p a l  s h a l l  be d e f erred, but

18 i n t e r e s t  s h all a c c r u e  a nd be  p a i d  u n l e s s  t he s t u dent is e l i g i b l e  for

19 i n t e r e s t  p a y m e n t  b e n e f i t s  u n d e r  (1) of this s e c t i o n  d u r i n g  a ny of the

20 f o l l owing:

21 (1) r e t u r n  to s t u d e n t  status as p r o v i d e d  i n  (c) of this

22 section;

23 (2) s e r v i n g  a n  i n i t i a l  p e r i o d  of up  to s ix y e ars o n  a c tive

24 d u t y  as a m e m b e r  of the a r m e d  f o rces of the U n i t e d  States;

25 (3) serving, f o r  up  to t h ree years, as a f u l l - t i m e  v o l u n -

26 t e e r  u n d e r  the P e a c e  Corps Act;

27 (4) serving, f o r  u p  to t h r e e  year s ,  as a f u l l - t i m e  v o l u n -

28 t e e r  u n d e r  the D o m e s t i c  V o l u n t e e r  S e r v i c e  A c t  of 1973;

29 (5) for a o n e - t i m e  p e r i o d  up  to 12 m o n t h s  in w h i c h  the
I
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1 b o r r o w e r  is s e e k i n g  a n d  u n a b l e  to f i n d  e m p l o y m e n t  i n  the U n i t e d

2 States; or

3 (6) if the b o r r o w e r  b e c o m e s  50 p e r c e n t  or  m o r e  d i s a b l e d  as

4 c e r t i f i e d  b y  c o m p e t e n t  m e d i c a l  au t h o r i t y .

5 *  Sec. 3. A S  14 . 4 3 . 1 2 5  is r e p e a l e d  a nd r e e n a c t e d  to read:

6 Sec. 14.43.125. E L I G I B I L I T Y  OF  STUDENTS. (a) A  p e r s o n  m a y

7 a p p l y  for a n d  o b t a i n  a s c h o l a r s h i p  loa n  if the p e r s o n

8 (1) is

9 (A) e n r o l l e d  as a f u l l - t i m e  s t u dent in a c a r e e r  educa-

10 tion, a s s o ciate, b a c c a l a u r e a t e ,  or  g r a d u a t e  d e g r e e  p r o g r a m ;  or

11 (B) a g r a d u a t e  of a h i g h  s c hool or  the e q u i v a l e n t ,  or

12 s c h e d u l e d  f or g r a d u a t i o n  f r o m  a h i g h  s c hool w i t h i n  six months,

13 w i t h  s u f f i c i e n t  credits to be a d m i t t e d  to a c a r e e r  e d u c a t i o n

14 p r o g r a m  or to an  a c c r e d i t e d  c o l l e g e  or u n i v e r s i t y ;

15 (2) is not d e l i n q u e n t  o r  in d e f a u l t  on  a p r e v i o u s l y  a w a r d e d

16 s c h o l a r s h i p  loan; and

17 (3) is a r e s ident of t h e  s t a t e  at the tim e  of  a p p l i c a t i o n

18 for the loan; for p u r poses of this section, a p e r s o n  q u a l i f i e s  as a

19 r e s i d e n t  of the state if at the t i m e  of a p p l i c a t i o n  for the loa n  the

20 p e r s o n

21 (A) has b e e n  p h y s i c a l l y  p r e s e n t  in the s t a t e  for at

22 least two y e a r s  i m m e d i a t e l y  b e f o r e  the time of  a p p l i c a t i o n  for

23 the loan;

24 (B) is d e p e n d e n t  on  a p a r e n t  or  g u a r d i a n  f or care, the

25 p a r e n t  or g u a r d i a n  has b e e n  p r e s e n t  in t he s t ate f or at least two

26 y e ars i m m e d i a t e l y  b e f o r e  the time of a p p l i c a t i o n  f or the l oan and

27 the p e r s o n  has b e e n  p r e s e n t  in t he s t ate f or at least one y e a r  of

28 the i m m e d i a t e l y  p r e c e d i n g  f i v e  y e a r s  exce p t  tha t  t he c o m m i s s i o n

29 m a y  by a t w o - t h i r d s  vote, a c t i n g  u p o n  a w r i t t e n  a p p e a l  b y  the

CSHB 161(Loans) -2-



1 p e r s o n ,  g r a n t  an e x e m p t i o n  to the r e q u i r e m e n t  that the p e r s o n  has

2 b e e n  p r e s e n t  in  t h e  s t a t e  fo r  o ne y e a r  of the i m m e d i a t e l y  p r e c e d -

3 i n g  f i v e  years;

4 (C) has b e e n  p h y s i c a l l y  p r e s e n t  in the state, o r  is a
t
5 d e p e n d e n t  of a p a r e n t  or  g u a r d i a n  w h o  has b e e n  p h y s i c a l l y  p r e s e n t

6 i n  the state, for at least tw o  y e a r s  i m m e d i a t e l y  b e f o r e  the

7 a p p l i c a n t  w a s  a b s e n t  f rom t he s t a t e  and t he a b s e n c e  is du e  s o l e l y

8 to

9 (i) s e r v i n g  a n  i n i t i a l  p e r i o d  of up to s ix y e a~s

10 o n  a c t i v e  d u t y  as a m e m b e r  of the a r m e d  forces of  the U n i t e dC

11 States;

12 (ii) serving, f o r  up to t h ree years, as a full-

13 t i m e  v o l u n t e e r  u n d e r  the P e ace C o rps Act;

14 (iii) serving, f o r  up  to t h r e e  years, as a full-

15 t ime v o l u n t e e r  u n d e r  the D o m e s t i c  V o l u n t e e r  S e r v i c e  A c t  of

16 1973;

17 (iv) r e q u i r e d  m e d i c a l  care for the a p p l i c a n t  or

18 the a p p l i c a n t ' s  i m m e d i a t e  family;

19 (v) b e i n g  a p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s  as a

20 r e s i d e n t  and is a c c o m p a n y i n g  a s p o u s e  w h o  q u a l i f i e s  as a

21 r e s i d e n t  u n d e r  (i) - (iv) of t his p a r a g r a p h ;  or

22 (D) has b e e n  p h y s i c a l l y  p r e s e n t  in the state, or  is a

23 d e p e n d e n t  of a p a r e n t  or g u a r d i a n  w h o  has b e e n  p h y s i c a l l y  p r e s e n t

24 i n  the state, for at least t wo y e a r s  i m m e d i a t e l y  b e f o r e  t he

25 a p p l i c a n t  or the p a r e n t  or g u a r d i a n  w as absent from the s t a t e  a nd

26 t h e  a b s e n c e  is due s o l e l y  to

27 (i) p a r t i c i p a t i n g  i n  a f o r e i g n  e x c h a n g e  s t u d e n t

28 p r o g r a m  r e c o g n i z e d  by the c o m m i s s i o n ;

29 (ii) a t t e n d i n g  a s c h o o l  as a f u l l - t i m e  student;
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1 (iii) f u l l - t i m e  e m p l o y m e n t  b y  the state;

2 (iv) b e i n g  a m e m b e r  of or e m p l o y e d  f u l l - t i m e by

3 the s t a te's c o n g r e s s i o n a l  d e l e g a t i o n ;

4 (v) b e i n g  a p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s as a

5 r e s i d e n t  and is a c c o m p a n y i n g  a s p o u s e  w h o  q u a l i f i e s as a

6 r e s ident u n d e r  (i) - (iv) of this p a r a graph.

7 (b) A  p e r s o n  doe s  n ot q u a l i f y  as a r e s i d e n t  of the state u n d e r

8 this s e c t i o n  if the p e r s o n  d e c l a r e s  or  e s t a b l i s h e s  r e s i d e n c e  in anoth-

9 er  state d u r i n g  an a b s e n c e  f rom Alaska.

10 ☆ S e c . 4. AS 1 4 . 4 3 . 1 2 0 (j ), (o), a nd (p) a re repealed.

11 * S e c . 5. S e c t i o n  4 of this A ct takes e f f e c t  S e p t e m b e r  1, 1990.

12 * Sec. 6. S e c t i o n  1 of this Act takes e f f e c t  J u l y  1, 1985.

13 * See. 7. S e c t i o n s  2 a n d  3 of this Ac t  take e f f e c t  i m m e d i a t e l y in

14 a c c o r d a n c e  w i t h  AS  01.10.070(c).
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I n t r o d u c e d :  2 / 1 / 8 5
R e f e rred: H o u s e  S p e c i a l  C o m m i t t e e
on S t a t e  L o a n s , H e a l t h , E d u c a t i o n  &
S o c i a l  S e r v i c e s  a nd F i n a n c e

1 IN T H E  H O U S E  B Y  BINKLEY'

2 H O U S E  B I L L  NO. 161

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  C. A L A S K A

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

5 A  B I L L

6 F o r  an  Ac t  entitled: " A n  A c t  r e l a t i n g  t o  s t u d e n t  loans; and p r o v i d i n g  for

7 an  e f f e c t i v e  d a t e . "

8 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A SKA:

9 *  S e c t i o n  1. AS  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

10 (f) I n t e r e s t  on a loan g i v e n  u n d e r  AS  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

11 at the rate of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  the loa n  is in

12 default. I n t e r e s t  m  a loan that is in d e f a u l t  is 10 p e r c e n t  a y e a r

13 for the p e r i o d  t he l o a n  is in  default.

14 *  Sec. ?. AS  1 4 . 4 3 . 1 2 5 ( a )  is r e p e a l e d  a n d  r e e n a c t e d  to read:

15 (a) A  p e r s o n  m a y  a p ply for an d  o b t a i n  a s c h o l a r s h i p  l o a n  if the

16 p e r s o n

17 (1) is a r e s i d e n t  of the s t a t e  at the t i m e  o f  a p p l i c a t i o n

18 for a s c h o l a r s h i p  loan;

19 (2) m e e t s  the r e q u i r e m e n t s  of (b) of t his section; and

20 (3) has

21 (A) g r a d u a t e d  fro m  h i g h  s c hool w i t h i n  o ne y e a r  preced-

22 ing the d a t e  of a p p l i c a t i o n  o r  is s c h e d u l e d  fo r  g r a d u a t i o n  f r o m  a

23 h i g h  s c hool w i t h i n  six m o n t h s  a f t e r  the dat e  of  a p p l i c a t i o n ,  w i t h

24 s u f f i c i e n t  c r e d i t s  to be a d m i t t e d  to a c a r e e r  e d u c a t i o n  p r o g r a m

25 or to an  a c c r e d i t e d  c o l lege or  u n i v e r s i t y ;  or

26 (B) e s t a b l i s h e d  f i n a n c i a l  n e e d  in a c c o r d a n c e  w i t h

27 r e g u l a t i o n s  a d o p t e d  by the A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y

28 Education.

29 * Sec. 3. AS 14.43.125 is a m e n d e d  by a d d i n g  a n ew s u b s e c t i o n  to read:
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1 (c) T h e  r e c i p i e n t  of a s c h o l a r s h i p  l oan may c o n t i n u e  to apply

2 for and r e c e i v e  s c h o l a r s h i p  loans d u r i n g  e a c h  y e a r  in w h i c h  the recip-

3 ient r e m a i n s  e n r o l l e d  as a f u l l - t i m e  s t u d e n t  in a c a r e e r  ed u c a t i o n ,

4 ass o c i a t e ,  b a c c a l a u r e a t e  or  g r a d u a t e  d e g r e e  p r o g r a m .  A  r e c i p i e n t  who,

5 a f t e r  the d ate of the i n i t i a l  a p p l i c a t i o n ,  i n t e r r u p t s  s t u d y  as a

6 f u l l - t i m e  studc X  f or p e r i o d s  t o t a l i n g  m o r e  t h a n  t wo y e a r s  m a y  r e c eive

7 a n e w  l o a n  only if the re c i p i e n t  can e s t a b l i s h  f i n a n c i a l  n e e d  u n d e r

8 (a)(3)(B) of thi s  section.

9 * Sec. 4. AS  1 4 . 4 3 . 6 4 0 ( b )  is a m e n d e d  to read:

10 (b) If  a b o r r o w e r  m e e t s  the c o n d i t i o n s  p r o v i d e d  in (a) of this

11 s e c t i o n  a nd is e m p l o y e d  as a t e a c h e r  in a r u r a l  e l e m e n t a r y  o r  secon-

12 dar y  s c h o o l  in the s t a t e , a p o r t i o n  of the l o a n  s h all be r e p a i d  by the

13 state. T he [THR] p o r t i o n  of the loan that s h all be  p a i d  by the s t ate

14 [, N O T W I T H S T A N D I N G  AS 1 4 . 4 3 . 1 2 0 ( j ),] is the f o l l o w i n g  p e r c e n t a g e s  of

15 the total l oan r e c e i v e d  plus inter e s t  up  to a total of 100 p e r c e n t  of

16 the total loan:

17 (1) one y e a r  e m p l oyment, 15 p e r cent;

18 (2) two y e a r s  emp l o y m e n t ,  an a d d i t i o n a l  15 percent;

19 (3) three years e m p l o yment, an  a d d i t i o n a l  15 p e r cent;

20 (4) four y e ars e m p l o y m e n t ,  an a d d i t i o n a l  25 percent;

21 (5) o v e r  f our y e a r s  e m p l o y m e n t ,  an a d d i t i o n a l  30 percent.

22 * Sec. 5. A S  1 4 . 4 3 . 6 4 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

23 (e) N o t w i t h s t a n d i n g  AS  1 4 . 4 3 . 120(f), i n t e r e s t  on  a loa n  m a d e

24 u n d e r  AS 1 4 . 4 3 . 6 0 0  - 14 . 4 3 . 7 0 0  is at the rate of f ive p e r c e n t  a y e a r

25 u n l e s s  the loan is in default. I n t e r e s t  on a loa n  that is in d e f ault

26 is 10 p e r c e n t  a y e a r  for the p e r i o d  the loan is in default.

27 * Sec. 6. AS 1 4 . 4 3 . 1 2 0 ( j ), (o), and (p) are r e p e a l e d .

28 * Sec. 7. A s t u d e n t  wh o  r e c e i v e d  a s c h o l a r s h i p  loa n  d u r i n g  the s c hool

29 y e a r  b e f o r e  the y e a r  this A ct takes e f fect m a y  r e c e i v e  a n e w  loan o n l y  if
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1 the s t u dent

2 (1) i n i t i a l l y  a p p l i e d  f or a loa n  w h i l e  in  h i g h  scho o l  or  w i t h i n

3 one y e a r  a f t e r  g r a d u a t i o n  f r o m  h i g h  school, and h a s  n ot i n t e r r u p t e d  s t udy

4 as a f u l l - t i m e  s t u d e n t  for p e r i o d s  t o t a l i n g  mor.e t h a n  two years; or

5 (2) c an e s t a b l i s h  f i n a n c i a l  n e e d  u n d e r  A S  1 4 . 4 3 . 1 2 5 ( a ) ( 3 ) ( B ) ,  as

6 a m e n d e d  by  sec. 2 of this Act.

7 *  Sec. 8. Thi s  A ct take! effect J u l y  1, 1985.




