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The Finance Committee has considered 0 HB 219

"An Act making an appropriation to the University of Alaska for operation of
the Alaska Center for International Business; making a special appropriation
to the University of Alaska for payment as a grant to the University of
Alaska Foundation for operation of the Alaska Center for International
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Original sponsor: Rules Committee/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 219 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act transferring and appropriating certain loans,
assets, and fund equities to the studentloan fund;
and providing for an effective date.”
BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. All right, title, and interest in scholarship loans made
under AS 14.43.090 - 14.43.160, together with assets and fund equities held
in the scholarship revolving loan fund (AS 14.43.090) on December 31, 1987,
and remaining in the fund on the effective date of this Act, are trans-
ferred and appropriated to the student loan fund (AS 14.42.210) of the
Alaska Student Loan Corporation.

* Sec. 2. Allright, title, and interest in scholarship loans made
under AS 14.43.600 - 14.43.700, together with assets and fund equities held
in the teacher scholarship revolving loan fund (AS 14.43.620) on Decem-
ber 31, 1987, and remaining in the fund on the effective date of this Act,
are transferred and appropriated to the student loan fund (AS 14.42.210) of
the Alaska Student Loan Corporation.

* Sec. 3. Allright, title, and interest in scholarship loans made
under AS 14.43.090 - 14.43.160, together with assets and fund equities
held in the scholarship revolving loan fund (AS 14.43.090) on the effective
date of this Act are transferred and appropriated to the student loan fund
(AS 14.42.210) of the Alaska Student Loan Corporation.

* Sec. 4. Allright, title, and interest in scholarship loans made
under AS 14.43.600 - 14.43.700, together with assets and fund -equities
held in the teacher scholarship revolving loan fund (AS 14.43.620) on the
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14.42.210) of the Alaska Student Loan Corporation.

The appropriations made by this Act are for capitalization

Sections 1 -

This Act takes

lapse under AS 37.25.010.

2 of this Act are retroactive to December 31,

effect

immediately under AS 01.10.070(c).
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MEMORANDUM

TO: House Finance Committee Memb”jfs
FROM: Representative Pat Pourchc
RE: CSHB 219 (Fin)

An Act transferring and appropriating certain
loans, assets, and fund equities to the student
loan fund

DATE : February 19, 1988

Please find attached a copy of the draft committee
substitute and pertinent back-up materials for the
above-referenced bill. The committee substitute will be
before the House Finance Committee on Wednesday, February
24.
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MEMORANDUM
TO The Honorable Pat Pourchot

Alaska State Representative
FROM: Kerry D. Romesburg, NJtrw" foirector

Alaska Commission on secondary Education

DATE: February 16, 1988

The Alaska Student Loan Corporation and the Alaska Commission on

Postsecondary Education request the Legislature appropriate the existing
scholarship loan fund (AS 14.43.090) and teacher scholarship loan fund

(AS 14.43.210) to the newly established student loan fund (AS 14.42.210).

Why? In order to issue bonds for student loans, we need to have an asset
base against which the bond collateral is pledged. Without the
income stream from the existing portfolio of loans, we cannot issue

bonds.

What Happens Without Appropriations? If the portfolio is not
transferred- by appropriation. We issue no bonds. If bonds are not
issued this Spring, the Legislature does not get back the $41.0
million from the FY88 student loan appropriation, and we would need
an additional $35.0 million in General Fund for the FY39 student loan
program. In other words, not bonding due to lack of portfolio would
"cost* about $76.0 in General Fund if we are to have a student loan

program in FY89.

Timeliness of Action. The schedule is to issue bonds the week of May 3,
1988. To do this,we must have a firm bonding proposal torating
agencies the first week of April. This means the question on the
status of the portfolio must be settled by mid-March. Anydelay in
appropriation, delays the bond sale and creates uncertainty as to the
awarding of FY89 student loans. (We already have nearly 3,000 FY89
applications in house).

Action Requested. The Corporation and the Commission request the
appropriation of these loan accounts as soon as possible. We need to
have official audit statements issued and we need to have the
official statement for bond issuance prepared. To do these, we must
have a firm (without uncertainty) asset base.
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Representative Pat Pourchot
P. O. Box V
Juneau, Alaska 99811

Dear Representative Pourchot:

Dr. Kerry Romesburg has asked that we prepare this
letter to you explaining why we are seeking an appropriation of
the assets iIn the scholarship revolving loan fund (AS
14.43.090) to the student loan fund (AS 14.42.210). In its
passage of SCS CSHB 39(Fin) ((which became Chapter 92 SLA 1987),
the Legislature included, as substantive law, a grant of power
to the Alaska Commission on Postsecondary Education to sell or
assign these assets to the Alaska Student Loan Corporation (see
AS 14.43.090(d) as enacted In Section 4, Chapter 92 SLA 1987).

After the creation of the Alaska Student Loan
Corporation and the creation of a financing team to serve that
corporation, a review of the substantive law provision as to
sale or assignment of the assets referred to above led to some
concern with respect to the constitutional requirements that
(i) state moneys be withdrawn from the state treasury only
pursuant to an appropriation, and (1) appropriations bills
remain separate from substantive law bills.

We believe that the substantive law provisions
contained in Chapter 92 SLA 1987 are probably sufficient of
themselves and comply with state constitutional requirements.
However, much careful consideration by the various members of
the Ffinancial team make it clear that a reasonable argument can
be made that an appropriation of these aesetB is required under
our constitution. The availability of these assets free of any
doubt as to the validity of their transfer to the Student Loan
Corporation is fundamental to the aucceaaful conclusion of the
corporation”™s proposed bond issuance. Therefore, any
reasonable doubt iIn this area is likely to make such bond
issuance impossible.
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CS HB 219 (FIN), AN ACT TRANSFERRING AND APPROPRIATING
CERTAIN LOANS, ASSETS, AND FUND EQUITIES TO THE STUDENT LOAN
FUND

Appropriates all right, title and interest in student loans
and teacher scholarship loans, together with assets and
equities in the loan fund, to the Alaska Student Loan
Corporation.

Rationale

June 1987 Chapter 92, SLA 87 (HB 39) signed by Governor.
Established Alaska Student Loan Corporation and
authorized the corporation to issue bonds, the
proceeds of which would be used to make student
loans. In addition, authorized the
Postsecondary Education Commission to transfer
assets in the scholarship revolving loan fund to
the Corporation to serve as coverage for the
bonds.

Chapter 93, SLA 87 (HB 298) signed by Governor.
Appropriated $56.7 million from the general fund
to the Student Loan Corporation to be awarded as

loans. Once bonds have been issued,
appropriates $41 million back to the general
fund.

Dec. 1987 Financing team selected by Student Loan
Corporation.

Jan. 1988 Financing team expressed concern that the
provision in HB 39 authorizing transfer of
assets to the Corporation may conflict with
Alaska®s Constitutional requirement that state
funds be transferred only by appropriation and
that appropriation bills be separate from
substantive law bills.

April 1988 Bonds are to be issued. Any doubt regarding the
transfer of assets to the Corporation is
likely to make bond issuance impossible. If
bonds aren®"t 1issued, $41 million will not be
returned to the general fund in FY 88, and an
additional S35 millinn in rrpnnral fnnrfc will
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For an At entitled: "An At raking an appropriation to the University of
Maska for operation cf the Alaska Center ~ for
International  Business, _rrdm%l a  Specid
appropriation to the University of Alaska for paynert
&4 %rant to the University of Alaska Foundation for
operation of the Alaska Certer for International
Iness; and providing for an effective date."
13 BT BNGCTED BY THE LEAATURE OF THE STATE (F AAKA
4 * Section 1 Tre amof $A00000 is appropriated fromthe generdl — fund
b 1o the University of Alaska for operation of the Alaska Center forlntera:
16 tional Business for fiscal ¥ear - |
U *S& 2 (a) Te amor $,000000 is appropriated fom the generd
18 fundto the University of Alaska for pymert s a grant to the University
19 of Alaska Founciation for operations of the Alaska Canter for  International
A Business for fiscal years after fiscal Year 198
A (b) It is the’intent of the legislature that the grant nae by () of
2 thissection to the University of Alaska Founcation, ad all” inome
A fromthe grant, be wsed to fund operations of the Alaska Center for
24 International Business.
5 *5 3 Ths At takes effect July 1 197,

RKEBwmom-uoooriscoro—

HBO219A -1- HB 219





