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J a n e  M a y n a r d ,  E x e c u t i v e  D i r e c t o r _ 
A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r d u c a t i o n

S t a t u s  o f  I R S  T a x a t i o n  o f  A l a s k a  S t u d e n t  L o a n  

F o r g i v e n e s s  B e n e f i t s

F e b r u a r y  28, 1 9 9 0

O n  b e h a l f  of t h e  C o m m i s s i o n ,  I w o u l d  l i k e  t o  e x p r e s s  o u r  
a p p r e c i a t i o n  a n d  s u p p o r t  f o r  l e g i s l a t i v e  e f f o r t s  to d a t e  to 
a d d r e s s  t h e  p r o b l e m  of I R S  t a x a t i o n  o f  S t u d e n t  L o a n  f o r g i v e n e s s  
b e n e f i t s .  L e g i s l a t i v e  e f f o r t s  t h u s  f a r  i n c l u d e  j o i n t  
r e s o l u t i o n s  in s u p p o r t  o f  C o n g r e s s i o n a l  p r o p o s a l s  S . 1 8 0 3  a n d
H . R . 3 5 1 8  w h i c h  w o u l d  e x e m p t  A l a s k a  S t u d e n t  L o a n  f o r g i v e n e s s  
f r o m  t a x a t i o n .  S t a f f  at t h e  C o n g r e s s i o n a l  o f f i c e s  b e l i e v e  t h a t  
a r e s o l u t i o n  f r o m  t h e  A l a s k a  L e g i s l a t u r e  w i l l  s t r e n g t h e n  t h e  
S t a t e ' s  p o s i t i o n  a n d  e n h a n c e  c h a n c e s  f o r  p a s s a g e  o f  t h e  

C o n g r e s s i o n a l  b i l l s .

S t a t e  a p p r o a c h e s  to d a t e  b y  b o t h  t h e  L e g i s l a t u r e  a n d  t h e  O f f i c e  

o f  t h e  A t t o r n e y  G e n e r a l  h a v e  f o c u s e d  o n  r e s t o r i n g  t h e  o r i g i n a l  
g r a n t  i n t e n t  o f  t h e  f o r g i v e n e s s  p r o v i s i o n  as s t a t e d  in i n i t i a l  
s t a t u t o r y  r e f e r e n c e s  t o  f o r g i v e n e s s ,  b u t  w h i c h  w a s  d r o p p e d  f r o m  
s t a t u t e  in 1 9 8 1 .  T h e  g r a n t  a p p r o a c h  is o f f e r e d  in t h e  e n c l o s e d  
l e t t e r  of J a n u a r y  4, 1 9 9 0  f r o m  t h e  A t t o r n e y  G e n e r a l  to t h e  IRS 
r e g i o n a l  r e p r e s e n t a t i v e  R o b e r t  J a c k s o n .  T h i s  l e t t e r  e n c o u r a g e s  
t h e  I R S  to t r e a t  f o r g i v e n e s s  as a n  e d u c a t i o n a l  g r a n t  u n d e r  
26 U . S . C .  117, in l i g h t  o f  t h e  o r i g i n a l  s t a t u t o r y  l a n g u a g e .

A s  y o u  c a n  s e e  f r o m  t h e  I R S  r e s p o n s e  d a t e d  J a n u a r y  23, 1990,
h o w e v e r ,  t h e  A n c h o r a g e  I R S  o f f i c e  is n o t  a m e n a b l e  to t h e  g r a n t  
a r g u m e n t .  S i n c e  t h i s  is t h e  f i r s t  w r i t t e n  c o m m u n i c a t i o n  t h e  
S t a t e  h a s  r e c e i v e d  f r o m  t h e  I R S  o n  t h i s  m a t t e r  a n d  s i n c e  IRS 
a c t i o n  i g n o r e s  l e g i s l a t i v e  i n t e n t ,  t h e  L e g i s l a t u r e  m a y  w i s h  to 
p u r s u e  a f o r m a l  r u l i n g  to d e t e r m i n e  a w o r k a b l e  s o l u t i o n .
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It is p o s s i b l e  t h a t  d u r i n g  f o r m a l  r u l i n g  d e l i b e r a t i o n s  t h e  
g r a n t  a p p r o a c h  c o u l d  b e  r e c o n s i d e r e d  a n d  t h e  A n c h o r a g e  o f f i c e  

d e c i s i o n  o v e r t u r n e d .  F o r  t h i s  r e a s o n ,  r e s t o r a t i o n  of o r i g i n a l  
g r a n t  l a n g u a g e  as w o r d e d  in A t t a c h m e n t  2 c o u l d  s t i l l  p r o c e e d  
w i t h o u t  h a r m f u l  e f f e c t  e i t h e r  d u r i n g  t h e  f o r m a l  r u l i n g  p r o c e s s  
or a f t e r  a f i n a l  d e t e r m i n a t i o n  h a s  b e e n  m a d e .  In a n y  e v e n t ,  it 
s e e m s  p r u d e n t  t o  o b t a i n  a c l e a r  r e a d i n g  f r o m  t h e  I R S  c o n c e r n i n g  
t h e  a b i l i t y  o f  t h e  L e g i s l a t u r e  to t a k e  e f f e c t i v e  a c t i o n  in t h i s  

m a t t e r .

In t e r m s  o f  a d m i n i s t r a t i v e  a c t i o n  t a k e n  t o  a d d r e s s  t h i s  
p r o b l e m ,  t h e  C o m m i s s i o n  h a s  n o w  n o t i f i e d  b o r r o w e r s  o f  t h e  
p o s s i b i l i t y  o f  t a x  l i a b i l i t i e s .  S t a r t i n g  l a s t  O c t o b e r ,  o u r  
f o r g i v e n e s s  b r o c h u r e s ,  a p p l i c a t i o n s ,  a n d  s t a t e m e n t s  w e r e  

a m e n d e d  to i n c l u d e  t h e  f o l l o w i n g  s t a t e m e n t :

R e m i n d e r :

T h e  a m o u n t  of y o u r  l o a n  r e d u c t i o n  u n d e r  t h e  f o r g i v e n e s s  
p r o v i s i o n s  of t h e  A l a s k a  S t u d e n t  L o a n  P r o g r a m  m a y  b e  
i n c l u d a b l e  as g r o s s  i n c o m e  f o r  t a x  p u r p o s e s .  W e  r e c o m m e n d  
y o u  p r o v i d e  t h i s  i n f o r m a t i o n  to y o u r  t a x  r e t u r n  p r e p a r e r ,  
o r  c o n s u l t  w i t h  a t a x  a c c o u n t a n t  p r i o r  to c o m p l e t i n g  t h e  

r e t u r n  i t s e l f .

P l e a s e  n o t e  t h a t  t h e  O f f i c e  o f  t h e  A t t o r n e y  G e n e r a l  s t i l l  
a d v i s e s  u s  t o  u s e  t h e  w o r d s  " m a y  be" n o t  " i s "  in r e f e r e n c e  to 
i n c l u d a b l e  t a x a b l e  i n c o m e .  T h i s  is a p r e c a u t i o n  d u e  to t h e  
u n c e r t a i n t y  as to t h e  f i n a l  o u t c o m e  o f  t h i s  m a t t e r .  In 
a d d i t i o n ,  a s e p a r a t e  s t a t e m e n t  w i t h  t h e  s a m e  r e m i n d e r  h a s  b e e n  
s e n t  t o  1 9 8 9  f o r g i v e n e s s  r e c i p i e n t s  to i n s u r e  t h a t  a l l  o f  t h o s e  
i n d i v i d u a l s  h a v e  b e e n  a l e r t e d  t o  t a x  p o s s i b i l i t i e s .

W e  i n t e n d  to c a r r y  o u r  b o r r o w e r  n o t i f i c a t i o n  a s t e p  f u r t h e r  to 
a d d r e s s  t h e  f a c t  t h a t  t h e  I n f e r n a l  R e v e n u e  S e r v i c e  is c u r r e n t l y  
t a x i n g  s t u d e n t s  f o r  y e a r s  in w h i c h  t h e  s t u d e n t  h a s  r e c e i v e d  no  
m o n e t a r y  b e n e f i t  f r o m  h i s  o r  h e r  f o r g i v e n e s s  e l i g i b i l i t y .  In  
o t h e r  w o r d s ,  u p o n  r e c e i p t  of t h e  f o r g i v e n e s s  e l i g i b i l i t y ,  t h e  
s t u d e n t ' s  a c c o u n t  is a d j u s t e d  t o  r e f l e c t  a r e d u c t i o n  i n  t h e  
t o t a l  l o a n  p r i n c i p a l  b a l a n c e  o w e d  ( w h i c h  r e s u l t s  i n  a s h o r t e r  
r e p a y m e n t  p e r i o d ) ,  b u t  t h e  s t u d e n t ' s  m o n t h l y  p a y m e n t s  r e m a i n  
t h e  s a m e .  T h e  I n t e r n a l  R e v e n u e  S e r v i c e ,  h o w e v e r ,  t a x e s  t h e  
s t u d e n t  as if h e  o r  s h e  h a s  a l r e a d y  s e e n  a c o s t  s a v i n g s  w h i c h ,
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i n  r e a l i t y ,  w o n ' t  o c c u r  u n t i l  t h e  e n d  o f  t h e  r e p a y m e n t  c y c l e  
w h e n  t h e  l a t t e r  y e a r s  of r e p a y m e n t  a r e  " f o r g i v e n " .  T h i s  
" d e l a y e d  b e n e f i t "  a r g u m e n t  is o f  c o n s i d e r a b l e  i n t e r e s t  to the 
C o n g r e s s i o n a l  o f f i c e s .  It h a s  b e e n  r e l a y e d  b y  S e n a t o r  S t e v e n s  
t o  t h e  I R S  a n d  w e  a r e  w a i t i n g  f o r  a r e s p o n s e .  ( S e e  A t t a c h m e n t

3.)

T h r o u g h  d a t a  p r o c e s s i n g  c h a n g e s ,  w e  h o p e  to r e v i s e  o u r  
f o r g i v e n e s s  s t a t e m e n t s  to r e f l e c t  t h e  y e a r  i n  w h i c h  t h e  t r u e  
i m p a c t  o f  f o r g i v e n e s s  e l i g i b i l i t y  w i l l  o c c u r .  W e  r e a l i z e  t h a t  
i f  t h e  t a x a t i o n  o f  f o r g i v e n e s s  is u p h e l d ,  t h i s  a d m i n i s t r a t i v e
a c t i o n  m a y  o n l y  d e l a y  t h e  s t u d e n t ' s  r e p o r t i n g  o f  t h e  a m o u n t
f o r g i v e n ,  b u t  at l e a s t  t h e y  a r e  n o t  " h i t "  at a time, w h e n  t h e y
a r e  s t i l l  b u r d e n e d  w i t h  t h e  s a m e  r e p a y m e n t  c o s t s  t h e y  h a d  p r i o r

t o  f o r g i v e n e s s .  T h i s  a d m i n i s t r a t i v e  a p p r o a c h ,  h o w e v e r ,  is n o t  
i n t e n d e d  as a c o m p r o m i s e  p o s i t i o n  o r  a s o l u t i o n  t o  t h e  p r o b l e m  

at h a n d .

T h e  C o m m i s s i o n  w i l l  c o n t i n u e  to w o r k  c l o s e l y  w i t h  C o n g r e s s  a n d  
t h e  L e g i s l a t u r e  to r e m e d y  t h i s  u n f o r t u n a t e  s i t u a t i o n .

A t t a c h m e n t s

cc: T h e  H o n o r a b l e  J a y  K e r t t u l a
A l a s k a  S t a t e  S e n a t e



ATTACHMENT 1

STEVE COWPER, GOVERNOR

REPLY TO:

□  1031 ;V 4th AVENUE SUITE 200 
ANCHORAGE. ALASKA 99501-1994 
PHONE: (9071'276-3550 
FAX: (907) 276-3697

□  1st NATIONAL CENTER 
100 CUSHMAN ST. SUITE 400 
FAIRBANKS ALASKA 99701-4679 
PHONE: (907) 452-1568 
FAX: (907) 456-1317

6  P.O. BOX K-STATE CAPITOL 
JUNEAU, ALASKA 99611-0300 
PHONE: (907) 465-3600 
FAX: (907) 463-5295

4 6 5 - 3 6 0 3

R o b e r t  J a c k s o n  
I n t e r n a l  R e v e n u e  S e r v i c e  
P . O .  B o x  1 0 1 5 0 0  
A n c h o r a g e ,  A l a s k a  9 9 5 1 0

Re: T a x a t i o n  o f  s t a t e - p a i d  p o r t i o n
o f  s t u d e n t  l o a n s

D e a r  Mr. J a c k s o n :

I h a v e  e n c l o s e d  c o p i e s  o f  s o m e  o f  t h e  l e g i s l a t i v e  
b a c k g r o u n d  t h a t  s u r f a c e d  w h e n  I r e s e a r c h e d  t h e  d e v e l o p m e n t  o f  
A l a s k a ' s  S c h o l a r s h i p  L o a n  P r o g r a m .  A s  w e  d i s c u s s e d  b r i e f l y  a b o u t  

a w e e k  ag o ,  i t  a p p e a r s  t h a t  the p r o g r a m  w a s  d e v e l o p e d  as a n  
e d u c a t i o n a l  g r a n t  p r o g r a m ,  w i t h  g r a n t  b e n e f i t s  e x t e n d e d  o n l y  to 
t h o s e  w h o  q u a l i f i e d  b y  r e t u r n i n g  to t h e  s t a t e  a f t e r  r e c e i v i n g  a 
d e g r e e .

B y  w a y  o f  b r i e f  s u m m a r y ,  t h e  s t a t e ,  a t  t h a t  tim e ,  w a s  
i n t e r e s t e d  i n  e n c o u r a g i n g  p e o p l e  to r e m a i n  i n  o r  r e t u r n  to t h e  
s t a t e  to a v e r t  a " b r a i n  d r a i n "  t h a t  c o u l d  b e  a n  i n d i r e c t  

c o n s e q u e n c e  o f  m a k i n g  a n  e d u c a t i o n  m o r e  a c c e s s i b l e  to A l a s k a n s  
t h r o u g h  t h e  s c h o l a r s h i p  l o a n  p r o g r a m .  T h e  1 9 8 1  s t a t u t o r y  c h a n g e  
d i d  n o t  a f f e c t  a n d  w a s  n o t  i n t e n d e d  to a d d r e s  c h e  " g r a n t "  a s p e c t  
o f  t h e  p r o g r a m .  I t  a l s o  a p p e a r s  u n l i k e l y  t h e  c h a n g e  w o u l d  h a v e  
b e e n  a c c e p t a b l e  t o  t h e  l e g i s l a t u r e  h a d  i t  b e e n  t h o u g h t  t h a t  
r e t u r n i n g  s t u d e n t s  w o u l d  f a c e  i n c r e a s e d  e x p e n s e s  b y  i n c u r r i n g  t a x  
l i a b i l i t y  d u r i n g  t h e  e a r l y  y e a r s  a f t e r  g r a d u a t i o n .

A s  y o u  c a n  s e e  f r o m  t h e  e n c l o s e d  d o c u m e n t s ,  t h e  
o r i g i n a l  s t a t u t o r y  l a n g u a g e  s p e c i f i c a l l y  s t a t e d  t h a t  t h e  
f o r g i v e n e s s  " p o r t i o n  o f  a l o a n  s h a l l  b e  c o n s i d e r e d  a  g r a n t "  to 
t h e  r e c i p i e n t  o r  g r a n t e e  w h o  r e t u r n s  to t h e  s t a t e .  B e c a u s e  l o a n s  
w e r e  o n l y  ava-jT a b l e  to p a y  f o r  s p e c i f i c  s c h o o l - r e l a t e d  e x p e n s e s ,

D EPA RTM ENT OF LAW
OFFICE OF THE A TTORNEY GENERAL

J a n u a r y  4, 1 9 9 0
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I n t e r n a l  R e v e n u e  S e r v i c e  P a g e  2
O u r  f i l e :  6 6 3 - 8 9 - 0 4 0 3

Robert Jackson January 4, 1990

a n d  w e r e  n o t  a v a i l a b l e  f o r  o t h e r  p u r p o s e s ,  t h e s e  f u n d s  a p p e a r  to 

f a l l  w i t h i n  t h e  r e q u i r e m e n t s  f o r  e d u c a t i o n a l  o r  s c h o l a r s h i p  
g r a n t s  as s e t  o u t  i n  2 6  U . S . C .  1 1 7 ( b ) .

I n  1 9 8 1 ,  t h e  s t a t u t e  u n d e r w e n t  a n u m b e r  o f  o t h e r  
c h a n g e s  t h a t  i n c l u d e d  t h e  a d d i t i o n  o f  a n o t h e r  10 p e r c e n t  
" f o r g i v e n e s s "  b e n e f i t  s o  t h a t  u p  to 5 0  p e r c e n t  o f  t h e  o r i g i n a l  
l o a n  a m o u n t  w o u l d  b e  e l i g i b l e  f o r  p a y m e n t  b y  t h e  s t a t e  i f  t h e  
r e c i p i e n t  r e t u r n e d  to t h e  s t a t e  a f t e r  r e c e i v i n g  a n  e d u c a t i o n .  
T h e  l e t t e r  o f  i n t e n t  t h a t  w a s  a c c e p t e d  b y  b o t h  l e g i s l a t i v e  
b o d i e s ,  a n d  p u b l i s h e d  i n  t h e  l e g i s l a t i v e  j o u r n a l s ,  d e m o n s t r a t e s  
t h a t  t h e  c o n c e r n  o f  t h e  l e g i s l a t u r e  a t  t h e  t i m e  w a s  w i t h  r e d u c i n g  
i m m e d i a t e  c o s t s  f o r  r e t u r n i n g  s t u d e n t s  s o  t h a t  t h e y  w o u l d  n o t  b e  
b u r d e n e d  w i t h  h i g h  d e b t s  d u r i n g  t h e  e a r l y  y e a r s  a f t e r  g r a d u a t i o n .  
(It s h o u l d  b e  n o t e d  t h a t  t h e  p r a c t i c e  o f  r e i m b u r s e m e n t  t h a t  w a s  
e n d o r s e d  i n  t h i s  l e t t e r  w a s  i n  e f f e c t  f o r  l e s s  t h a n  a  y e a r  w h e n  
i t  b e c a m e  a p p a r e n t  t h a t  i t  w o u l d  n o t  b e  a w o r k a b l e  s y s t e m .  A n  
a d m i n i s t r a t i v e  d e t e r m i n a t i o n  w a s  m a d e  a t  t h a t  t i m e , ’ w i t h  t h e  

c o n c u r r e n c e  o f  l e g i s l a t i v e  c o m m i t t e e  m e m b e r s ,  t o  s t o p  s e n d i n g  
c h e c k s  to l o a n  r e c i p i e n t s  w h i l e  t h e y  s t i l l  o w e d  a c o n s i d e r a b l e  
d e b t  to t h e  s t a t e . )

T h e  s t a t u t o r y  l a n g u a g e  t h a t  c l e a r l y  d e s i g n a t e d  t h a t  
t h i s  s t a t e  b e n e f i t  p r o g r a m  w a s  i n t e n d e d  to b e  a g r a n t  h a s  b e e n  
b u r i e d  f r o m  v i e w  f o r  m a n y  y e a r s .  T h e  m o s t  r e c e n t  s t a t u t o r y  
p r o v i s i o n  a d d r e s s i n g  t h i s  b e n e f i t  w a s  r e p e a l e d  i n  1 9 8 7  a n d  n o  
l o n g e r  a p p e a r s  i n  c u r r e n t  A l a s k a  s t a t u t e s .  B e c a u s e  it w a s  
r e p e a l e d ,  s t u d e n t s  w h o  o b t a i n e d  l o a n s  a f t e r  t h e  1 9 8 6 - 8 7  s c h o o l  
y e a r  d o  n o t  q u a l i f y  f o r  t h i s  s t a t e  b e n e f i t .

T h e  S t a t e  o f  A l a s k a  h a s  a u n i q u e  l o a n  p r o g r a m  a n d  is 
b e s e t  b y  s o m e  u n i q u e  p r o b l e m s .  A m o n g  t h e s e  p r o b l e m s  a r e  l i m i t e d  
e d u c a t i o n a l  o p p o r t u n i t i e s  w i t h i n  t h e  s t a t e ,  a n d  a r e l a t i v e l y  h i g h  
c o s t  o f  l i v i n g  f o r  s t u d e n t s  w h o  m a y  w i s h  to r e t u r n  to t h e  s t a t e  
a f t e r  g r a d u a t i o n .  T h e  l o a n  p r o g r a m  w a s  i n t e n d e d  t o  h a v e  t h e  
e f f e c t  o f  r e d u c i n g  t h e  c o s t s  to t h e s e  s t u d e n t s  a n d  p r o v i d i n g  a n  
i n c e n t i v e  f o r  r e t u r n i n g  t o  t h e  s t a t e  s h o r t l y  a f t e r  g r a d u a t i o n  b y  
d e s i g n a t i n g  a p o r t i o n  o f  t h e  l o a n  to b e  a g r a n t  u p o n  r e t u r n  to 
t h e  s t a t e .

T h e r e  is g o o d  r e a s o n  to c o n s i d e r ,  in l i g h t  o f  t h e  
o r i g i n a l  s t a t u t o r y  l a n g u a g e ,  w h e t h e r  t h i s  s t a t e  b e n e f i t  m a y  b e  
m o r e  a p p r o p r i a t e l y  t r e a t e d  as a n  e d u c a t i o n a l  g r a n t ,  as a d d r e s s e d  
i n  26 U . S . C ,  1 1 7 ,  r a t h e r  t h a n  a d i s c h a r g e  o f  i n d e b t e d n e s s  u n d e r  
26 U . S . C .  108.
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P l e a s e  l e t  m e  k n o w  i f  y o u  h a v e  a n y  q u e s t i o n s  o r  
c o m m e n t s  i n  l i g h t  o f  t h i s  i n f o r m a t i o n  a b o u t  t h e  o r i g i n a l  i n t e n t  
o f  t h e  S c h o l a r s h i p  L o a n  P r o g r a m .  I w i l l  b e  i n t e r e s t e d  i n  h e a r i n g  
y o u r  t h o u g h t s  a b o u t  t h i s  m a t t e r .

r S i n c e r e l y  y o u r s ,

D O U G L A S  B. B A I L Y  
A T T O R N E Y  G E N E R A L

B y :
K r i s t e n  F. B o m e n g e n  
A s s i s t a n t  A t t o r n e y  G e n e r a l

K F B : j h  

E n c l o s u r e

cc: J e r r y  L e o n a r d ,  D i s t r i c t  C o u n s e l
I n t e r n a l  R e v e n u e  S e r v i c e

, Jafie B y e r s  M a y n a r d ,  E x e c u t i v e  D i r e c t o r  
^ A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n
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SPECIAL COMHITTEE REPORTS

FREE CONFERENCE COMlfirrEE REPORT

June 20, 1981

SB 120

Mr. President: 
Mr. Speaker:

June IP, 1981

The Free Conference Cotsmiccee considering CS FOR SENATE BILL 
NO. 120 (HESS) (amending che undergraduate and graduate 
scholarship loan program; eff. dace) and HOUSE CS FOR CS FOR 
SENATE BILL NO. 120(FIN) (efd fid) (relacing to undergracuate 
ana graauace scnolarsnip loans; recommends chac FREE CONFERENCE 
CS FOR SENATE BILL NO. 120 (relacing co undergraduate and 
graduate scholarship loans; eff. dace) be adopced trich a 
Leccer of . icenc.

Senate members signing che report: Senator Sturgulewski,
Chairman and Senators Sclmron and Parr. House members signing 
the report: Representative Cuddy, Chairman and Representa­
tives Hurlberc and Euchholdt.

' 'cter of Intent on Fiee Conference CS for Senate bill No. 
0 follows:

• CCS SB 120 amends che Student Loan Program by Increasing 
che maximum amount which can be borrowed and the number or 
years in which che loans may be paid. Ic Increases the 
incentive for students co remain In che State after graduation 
(so chac che State may profit by its investment) by increasing 
che loan forgiveness from AO percent co 50 percent.

1: is che inccnc of che Committee chac che loan forgiveness 
r.oc wait uncil che end of che repaymenc cycle, as is currently 
the pratcice, since scudencs cannot perceive these benefits 
during che firsc several years. For che loan forgiveness 
co be truly effective, benefits should be realized as they 
are earnec.

Ic Is che intent of che Committee chac forgiveness benefits 
be provided co che borrower in che form of annual refunds as 
eligibility is established. Under this policy che borrower 
remaining in che State will get 10 percent loan forgiveness 
at cne end of each incremental period.

The above loan forgiveness policy can be handled by administra­
tive action and no legislation is required.

President Kerccula scaced che above Free Conference Committee 
Report would be held on che Secretary's desk one legislative 
day.
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INTRODUCTION AND REFERENCE OF SENATE R

SJR 53

SENATE JOINT RESOLUTION NO. 53 by Senator Fer

Requesting che National Park Servic 
co improve an old mining road throe 
che north addition to Denali Nador. 
Park and Preserve and to extend che 
road to che McKinley Park Road at 

Wonder Lake-Kancishna,

was read che firsc time and referred co cn 

Committee.

INTRODUCTION AND REFERENCE OF SEKAT

SB 605

SENATE SILL NO. 605 by Senators Kelly and C

"An Act limiting municipal taxes or 
personal property; and providing fc 

an effective dace."

was read che firsc time and referred co ch 
Regional Affairs Committee and the Finance Cc

CONSIDERATION OF THE CALENDA: 

HOUSE BILLS IN SECOND READ INI

HB 131

CS FOR HOUSE 3ILL NO. 131 (HESS) am S (incret 
cor neaicn zacilicies an3 hospitals) which 
from June 19 with amendment No. 2 moved 

before che Senace ac this time.

Senacor Sackecc offered che following amends

No. 2:

Amendment No. 2 is on pages 1545 i 
1546 of che journal.

First paragraph, delete underlined 
beginning with "excepc chac money 
ending with healch facility"
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rea ha* had COMMITTEE SUBSTITUTE FOR 
nance; amended (redesignating cercali 
and by che Alaska Power Authority fo 

:s for' power projects subject co ctw 
effective dace) under considered' 
reolaced with HOUSE COMMITTEE SUB! 

3STITUTS FOR SENATE BILL NO. 244 ( 
chac Ic do pass. Concurring: 

ios, Saich, O ’Connell and Hayes.

•as referred co che Rules Comslcce 
:alenoar.

:e has had COMMITTEE SUBSTITUTE FOR SP 
UfATE BILL NO. 555 (Resources) (concl 
the Guide Licensing and Control B 

ndsr -consider-irion and recommends 1 
F-’ler (Chairman;, Phillips, St

; referred co che Rules Committee for pi 
ir.

:rts c~ spec i a l committees

fi falleal

Committee which has had HCS CSSS 120(F 
S3 120(HS5S) under consideration, rec>

:?.ENCE COMMITTEE SUBSTITUTE FOR 
,L NO. 120
elating co undergraduate and 
scholarsnlp loans; effective

:ter of Intent.

:d by Senacors Scurgulewskl, Chalraar 
and Representatives Cuddy, Chairman

follows:
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y<-t CSS8 l20(Ftn)(efd failed) continued

SENATE LETTER OF INTENT 

ON

CS FOR SENATE BILL NO. 120

CSSB 120 amends che Scudenc Loan Program by increasing 
She oaximum amounc which can be borrowed and che number ot vents in which loans may be paid. Ic increases che 
Incentive for che scudenc co remain in che Scace afcer 
graduation !so chac che Scace may profic by its invesc- 
stnc) by increasing che loan forgiveness from 60 percent 
co 50 per cenc.

Ic is che incenc of rhe Conmiccee chat che loan forgive- 
rncss not wait until che end of che repayment cycle, as 
• is currently che praccice, since students cannot per- 
'ceivs these benefits during che firsc several years.
Tor the loan fcrgiveness co b* a truly effective incen­
tive. benefits should be realized as they are earned.

'It is che intent of che Conaictee chac forgiveness bene­
fits be provided co che borrower in che form of annual 
‘refunds as eligibility is established. Under chis 
.policy che borrower remaining in che Scace will get 10 
percent loan forgiveness ac che end of each year.

The above loan forgiveness policy can be handled by 
administrative accion, and no legislacion is required.

A copy was placed on each member's desk and will be caken 
up Lacer under Unfinished Business.

CONSIDERATION OF THE DAILY CALENDAR

The Speaker scaced chac consideration of che daily calendar 
would be held uncll afcer Unfinished Business. Without 
objection, che House advanced co
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Department of the Treasury

ONnr'X3NNy/pey i-ioajIn ternal R evenue Service

D i s t r i c t
Director

P.O. Box 101S00. Anchorage, Alaska 99510

Telephone Number: (907) 261-4303
 -

■ Person to Contact: Robert Jackson

Refer Reply to: E:TC

Date: January 23, 1990

Kristen B. Bomengerv 
Assistant Attorney General 
State of Alaska, Department of Law 
P. O. Box K 

. Juneau; Alaska 99811

Re: Your letter of January 4, 1990

Dear Mrs. Bomengen:

When the State of Alaska forgives a portion of a student loan, the amount 
forgiven is a taxable event to the borrower. The debt forgiven is subject 
to tax in accordance with section 108 of the Internal Revenue Code,

A review of your letter and the copy of the Alaskan Statutes that you sent to 
me did not change that result. I discussed your letter with our attorneys 
and they agree with that conclusion.

The Alaskan legislature set up a revolving loan fund, in order to loan money 
to Alaskans so that they could attend college. The loans are subject to 
repayment upon termination of studies, over a period of six years. Upon the 
Alaskan meeting certain conditions, a portion of the loan may be forgiven, if 
application is made to the State of Alaska by the student. If no application 
is made, the full loan is subject to repayment.

The statute says that a portion of the loan shall be considered a "grant" 
based upon residency. This is the amount that is forgiven, but the statute 
uses the word grant rather than calling it a loan forgiveness.

The question revolves around the difference between a scholarship (or grant) 
and a loan.

A scholarship or grant is an amount given to a student without any strings 
attached to it concerning repayment, it is an outright gift to a student. 
This type of scholarship is covered by I.R.C. section 117. No repayment is 
involved as no debt was ever created.

4
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K r is te n  B. Bomengen

The Alaskan program i s  an o u tr ig h t  loan program. Repayment i s  requ ired . The 
o r ig in a l in te n t  was to  have the money revo lve  in  the fund s o .th a t  i t  cou ld  be 
loaned to  another studen t. T h is  money has always been considered  a loan 
s u b je c t  to  repayment based upon the terms o f a note signed a t the time a loan 
i s  granted. The borrower knows that i t  i s  s u b je c t  to  repayment, and i f  not 
paid, the loan i s  s u b je c t  to  en forced  c o l le c t io n .

As a loan, i t s '  fo rg iveness i s  su b je ct to I .R .C .  s e c t io n  108.

S in ce re ly  yours,

(j
Robert A. ^Jackson 
T e ch n ica l  coo rd in a to r
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- account In determining whether entity meets relt quail*
ftcatloju. Any amount included in gross income by 
reason of the discharge of indebtedness shall not be 
token into account for purposes of paragraphs (2) and 
(3) o f section 836(c).
(10) Indebtedness satisfied by corporation's stock.

(A) In general. For purposes of determining income 
of a debtor from discharge of indebtedness, if  a 
debtor corporation transfers stock to a creditor in 
satisfaction of its indebtedness, such corporation 
shall be treated as having satisfied the indebtedness 
with an amount of money equal to the fair market 
vaiue o f the stock.
(B) Exception for title 11 cases and insolvent debt* 
ora. Subparagraph (A) shall not apply in the caae of 
a debtor in a title 11 case or to the extent the debtor 
is insolvent.

(f) Student loans.
(1) In general. In the case of an individual, gross 
income does not include any amount which (but for 
thiii subsection) would be includible in gross income by 
reason of the discharge (in whole or in part) of any 
student loan if such discharge was pursuant to a 
provision of such loan under which all or part of the 
indebtedness of the individual would be discharged tf 
the individual worked for a certain period of time in 
certain professions for any of a broad class of employ­
ers.
(2) Student loan. For purposes of this subsection, the 
term "student loan" means any loan to an individual to 
assist the individual in attending an educational organi­
zation described in section 170(b)(l)(A)(il) made by—

(A) the United States, or an instrumentality or 
agency thereof,
(B) a State, territory, or possession of the United 
States, or the District of Columbia, or any political 
subdivision thereof, or
(C) a public benefit corporation—

(i) which is exempt from taxation under section 
501(c)(3).
(ii) which has assumed control over a State, 
county, or municipal hospital, and __
(iii) whose employees have been deemed to be 
public employees under State law, or

(D) any educational organization so described pursu­
ant to an agreement with any entity described in 
subparngraph (A), (B), or (C) under which the funds 
from which the loon was made were provided to 
such educational organization.

(g) Special rules for discharge of qualified farm indebted* 
ness.

(1) Diecharge must be by qualified person.
(A) In general. Subparagraph (C) of subsection (a)(1) 
shall apply only if  the discharge is by a qualified 
person.
(B) Qualified person. For purposes of subparagraph 
(A), the term "qualified person" has the meaning 
given to such term by section 46(c)(8)(D)(iv); except 
that such term shall include any Federal, State, or 
local government or agency or instrumentality 
thereof.

(2) Qualified farm Indebtedness. Fof purposes of this 
section, indebtedness of a taxpayer shall be treated as 
qualified farm indebtedness if

(A) such indebtedness was incurred directly in con­
nection with the operation by the taxpayer of the
trade or business of forming, end

iSunr iioaj*”“* itvtfl tuwuJIld a mr

1• (B) 50 percent or more of the aggregate gross re­
ceipts of the taxpayer for the 3 taxable years preced­
ing the taxable year in which the discharge of such 
indebtedness occurs is attributable to the trade or 
business of farming.

(3) Amount excluded cannot exceed eum of tax attrib­
ute* and business and Investment asset*.

(A) In general. The amount excluded under subpara­
graph (C) of subiection (aXO shall not exceed the 
sum of—

(i) the adjusted tax attributes of the taxpayer, and
(ii) the aggregate adjusted bases of qualified prop- 
erty held by the taxpayer as of the beginning of 
the taxable year following the taxable year in 
which the discharge occurs.

(B) Adjusted tax attributes. For purpose* of subpara­
graph (A), the term "adjusted tax attributes" means 
the sum of the tax attribute* described in subpara- 
gTaphs (A), (B), (C), and (E) of subsection (b)(2) 
determined by taking into account S3 for each SI of 
the attributes described in subparagraphs (B) and (E) 
of subsection (b)(2). •
(C) Qualified property. For purpose* of this para­
graph, the term "qualified property" means any 
property which is used or is held for use in a trade 
or business or for the production of income.
(D) Coordination with insolvency exclusion. For 
purpoies of this paragraph, the adjusted basis of any 
qualified property and the amount of the adjusted 
tax attribute* shall be determined after any reduction 
under subsection (b) by reason of amounts excluded 
from gross income under subsection (a)(1)(B).

In '8*, P.L. ICO.647. Sec. t004f.XI). deleted "or** at the «nd of 
subpera, (*XlKA), substituted ", or" for the period tt the end 
of subpnra. (»KIXB) »nd added tubpira. (aXIXC) . . . See. 
KXMfaXt). amended ptn. (»X2) . . .  Sen. IC<U<»X3XA), eub- 
jtlluicd "aubparigraph (A), (b), or (C)“ for "tubparagrapb (A) 
or <B)" Ir. pa/a. fbXI). . .  Sec. l004(aX3XB) deleted "tn ml* 
II can or Insolvency" sfttr “attribute*" in the heading of 
subaec. (b) . . . Seo. |0C4faX4), amended lubsee. ( j ) . . . Sec 
I004<*X|SXA), substituted "subsectioni (a), (b) »nd fg)" for 
"subsections (s) snd (b)“ In parai. (dX6) end (7) , . . Sec. 
!004<«)(ilXB), substituted "subsections (a), (b), ind f|)" for 
"subsections (eh (b). snd (c)" In th« heading of subtac. (d). . • 
Sec. l004f«X6)(C). lubililuicd ‘ tubeectioni ft), lb), end (gV 
for “subsections (s) end fb)". in the headings of pere (d)(6) 
and subpara. (dX7XA). effective for las. yn. begin, after 12/ 
31/S6.
Prior to amendment, pin. fa)(2) read as follows.- 

"(2) Coordination of delusions. Subperignph fB) Of para­
graph (I) shill not apply (0 a discharge which occurs in a lisle 
II case."
Prior to .intendment, subrac. (g) read as follows:
"(g) SpeciaJ rule* for discharge of quili/ltd firm indcbhxlnou 

of U'lvint Itrmcn.
"(I) tn general. For purpose* of this section and section 

1017, thi'. dischargt by a qualified person of qualified firm 
indebtedness of s tupayer who is not insolvent it (he time of 
tha discharge shill be treated In tha same manner as if the 
discharge hid occurred when the taxpayer was insolvent.

"(2) Qualified farm indebtsdnaa*. Por purpose* of this sub­
section, indebtedness of s uxpiyer it.ill be treated as qualified 
firm tndtbtedneas if—
"(A) such indebtedness wu incurred directly in connection 

with the operation by the tupayer of the trade or buuneu of 
firming, and

"(B) 50 percent or more of the average innual grow receipt* 
of the rupeyer for the 2 taaable years preceding ihs usable 
yetr in which the diichtrge of »t‘ch t.ndehtsdncts or-'.,r* it 
Mlribuubt- maj.< mde cr business of fsrmmg.

“(3) Qualified person. For purpose* of eh»* eubtoenon. the 
term "qualified person" means i  person described in section 
*6(eXIXt»(iv)."
In 'IS, P.L 99 )14. Sec. lWft>X3). subeliiuiod "JJ'A cent*" for 
"50 cents" tn subpiri. fb)(3XC), effective for ux. yn. begin, 
after I2/3I/S6.
-P.L. 99 514. S«s 2J!fdX3KD). amended subpara. (bX2XB). 
effective for lax. yrj b«$in. ificr U/3I/I5- Pnor co amend* 
nicni, lubpara- tVrfiXB) u foildw*:
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ATTACHMENT 2

E x i s t i n g  s t a t u t e  c a n  b e  a m e n d e d  w i t h  f o l l o w i n g  a d d i t i o n :

A  p o r t i o n  o f  a l o a n  m a d e  b e f o r e  J u l y  1, 1 9 8 7  s h a l l  b e  c o n s i d e r e d  a  g r a n t  

if, u p o n  c o m p l e t i o n  of t h e  c o u r s e  o f  s t u d y  f o r  w h i c h  t h e  l o a n  w a s  g r a n t e d ,  

t h e  b o r r o w e r  is a r e s i d e n t  o f  t h e  s t a t e  f o r  a t  l e a s t  t w o  y e a r s .  T h e  

p o r t i o n  o f  t h e  l o a n  w h i c h  s h a l l  b e  r e g a r d e d  a s  a g r a n t  s h a l l  b e  the 

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

t o t a l  o f  50 p e r c e n t  o f  t h e  t o t a l  l o a n :

(1) t w o  - t h r e e  y e a r s  r e s i d e n c e  i n  t h e  s t a t e 10 p e r c e n t ;

(2) t h r e e - f o u r  y e a r s  r e s i d e n c e  i n  t h e  s t a t e a n a d d i t i o n a l 10 p e r c e n t ;

(3) f o u r - f i v e  y e a r s  r e s i d e n c e  i n  t h e  s t a t e a n a d d i t i o n a l 10 p e r c e n t ;

(4) f i v e - s i x  y e a r s  r e s i d e n c e  i n  t h e  s t a t e a n a d d i t i o n a l 10 p e r c e n t ;

(5) o v e r s i x  y e a r s  r e s i d e n c e  i n  t h e  s t a t e a n a d d i t i o n a l 10 p e r c e n t .
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ATTACHMENT 3
m 9 W

SAR<£L K. mOUYE. HAWAII
ERNEST f. HOUJNG3. SOUTH CAAOUHA
J. BENNETT JOHNSTON. IOUI3IAMAyjzunu tt rurdsck. north Dakota
PATRICK J IXAHY. VERMONT 
JM SASSER. TENNESSEE 

*NNIS OlCOHClNI. ARIZONA 
-E BUMPERS. ARKANSAS 
NK R. LAUTENBERO. NEW JERSEY

Al HARK IN. IOWA 
^^OABARA A MlKULSKJ. MARYLAND 

-ARRY RE 10. NEVADA 
BROCK ADAMS. WASHINGTON 
WYCHE FOWLER. JR. GEORGIA 
* ROSERT KERREY. NEBRASKA

MARK 0 . HATFIELD. OREGON 
TED STEVENS. ALASKA 
JAMES A MCCLURE. IOAHO 
JAKE GARH. UTAH 
THAO COCHRAN. MISSISSIPPI 
ROBERT W HASTEN. JR. WISCONSIN 
AUONSE M. 0 AMATO. NEW YORK 
WARREN RUDUAN. NEW HAMPSHIRE 
ARLEN SPECTER. PENNSYLVANIA 
PETE V. DOMENICI. NEW MEXICO 
CHARLES t GRASS LEY. IOWA 
DON NlCXLES. OKLAHOMA 
PHIL GRAMM. TEXAS

JAMES H ENGLISH. STAFF DIRECTOR 
J. KEITH KENNEOY. MINORITY STAFF DIRECTOR

United States Senate
COMMITTEE ON APPRO PR IATIO NS 
W a s h in g t o n , D C  2 0 6 1 0 - 6 0 2 5

F E B l e

a* ,QSka Cr,
Posfs° co  n a r ^ n

19S0

f d o r cnJCQt;
F e b r u a r y  7, 1 9 9 0

•on

J a n e  B y e r s  M a y n a r d  

E x e c u t i v e  D i r e c t o r
A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  

P. O .  B o x  F P

J u n e a u ,  A l a s k a  9 9 8 1 1 - 0 5 9 9  

D e a r  J a n e :

T h a n k  y o u  f o r  y o u r  l e t t e r  o f  J a n u a r y  26, 1 9 9 0 ,  r e g a r d i n g  t h e  
I R S  d e c i s i o n  t o  t a x  s t u d e n t  l o a n  f o r g i v e n e s s  b e n e f i t s .  Y o u r  
d e s c r i p t i o n  o f  t h e  t i m i n g  o f  f o r g i v e n e s s  b e n e f i t s  r a i s e s  s o m e  

i m p o r t a n t  q u e s t i o n s  a b o u t  t h e  l e g i t i m a c y  o f  t h e  I R S  r u l i n g .  I 

h a v e  a s k e d  R o b e r t  B r o c k ,  D i s t r i c t  D i r e c t o r  o f  t h e  A n c h o r a g e  IRS 
O f f i c e ,  f o r  h i s  p r o m p t  r e v i e w  o f  t h e  i s s u e s  y o u  r a i s e .

T h a n k  y o u  a g a i n  f o r  k e e p i n g  i n  t o u c h  w i t h  u s  o n  t h i s  

i m p o r t a n t  m a t t e r .

W i t h  b e s t  w i s h e s ,
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STEVE COWPER, GOVERNOR

P.O BOX FP
JUNEAU, ALASKA 99811-0599 
PHONE: (907) 465-2854

J a n u a r y  26, 1 9 9 0

T h e  H o n o r a b l e  T e d  S t e v e n s  
U n i t e d  S t a t e s  S e n a t e  
5 2 2  H a r t  B u i l d i n g  
W a s h i n g t o n ,  D C  2 0 5 1 0

D e a r  S e n a t o r  S t e v e n s :

O n  b e h a l f  o f  t h e  m e m b e r s  o f  t h e  A l a s k a  C o m m i s s i o n  o n  
P o s t s e c o n d a r y  E d u c a t i o n ,  I w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  
t o  t h a n k  y o u  f o r  y o u r  e f f o r t s  to a d d r e s s  t h e  r e c e n t  a c t i o n  b y  
t h e  I R S  t o  t a x  A l a s k a  S t u d e n t  L o a n  f o r g i v e n e s s  r e c i p i e n t s .  

W h i l e  it i s  u n d e r s t o o d  t h a t  c o n g r e s s i o n a l  a c t i o n  m a y  t a k e  a 
y e a r  o r  m o r e  t o  r e s o l v e  t h i s  p r o b l e m ,  y o u r  g e n u i n e  c o n c e r n  a n d  
a c t i o n  to d a t e  a r e  a p p r e c i a t e d  b y  b o t h  l o a n  b o r r o w e r s  a n d  s t a t e  
o f f i c ?  a l s .

A s  y o u  w o r k  w i t h  I R S  r e p r e s e n t a t i v e s ,  it is i m p o r t a n t  t o  a l e r t  
y o u  t o  a p r o c e d u r a l  a s p e c t  o f  f o r g i v e n e s s  t h a t  m a y  a f f e c t  the 
I R S  p o s i t i o n  o n  t a x a t i o n .  T h e  I R S  is c u r r e n t l y  t a x i n g  s t u d e n t s  
f o r  y e a r s  i n  w h i c h  t h e  s t u d e n t  h a s  r e c e i v e d  n o  m o n e t a r y  b e n e f i t  
f r o m  h i s  o r  h e r  f o r g i v e n e s s  e l i g i b i l i t y .

F o r  e x a m p l e ,  a s t u d e n t  b e c o m e s  e l i g i b l e  f o r  t h e  f i r s t  1 0 %  of 
h i s  o r  h e r  l o a n  f o r g i v e n e s s  u p o n  r e s i d i n g  in t h e  S t a t e  f o r  two 
y e a r s  a f t e r  g r a d u a t i o n .  T h e  s t u d e n t  a p p l i e s  t o  o u r  o f f i c e ,  w e  

d e t e r m i n e  t h e  f o r g i v e n e s s  e l i g i b i l i t y ,  a n d  n o t i f y  t h e  s t u d e n t  
t h a t  t h e y  a r e  q u a l i f i e d  f o r  t h e  f i r s t  f o r g i v e n e s s .  T h e  
s t u d e n t ’s a c c o u n t  is a d j u s t e d  t o  r e f l e c t  a r e d u c t i o n  i n  the 
t o t a l  l o a n  p r i n c i p a l  b a l a n c e  o w e d ,  b u t  t h e  s t u d e n t ' s  m o n t h l y

p a y m e n t s _ r . e m a i n  t h e  s a m e . T h e  s t u d e n t  r e c e i v e s  n o  m o n e t a r y
b e n e f i t  ( i . e . ,  r e d u c t i o n  i n  p a y m e n t s )  u n t i l  t h e  s c h e d u l e d  t e n t h  
( f i n a l )  y e a r  o f  t h e  r e p a y m e n t  c y c l e  w h e n  n o  p a y m e n t s  w i l l  be 
o w e d .  T h e  t e n t h  y e a r  o f  r e p a y m e n t  is, t h e r e f o r e ,  f o r g i v e n .

T o  t a k e  t h i s  a s t e p  f u r t h e r ,  w h e n  t h e  s a m e  s t u d e n t  h a s  r e s i d e d  
i n  t h e  S t a t e  a n  a d d i t i o n a l  y e a r  a n d  a p p l i e s  f o r  a s e c o n d  1 0 %  of 
l o a n  f o r g i v e n e s s ,  t h e  n i n t h  y e a r  o f  l o a n  r e p a y m e n t  i s  f o r g i v e n ,  
a n d  so o n  u p  t o  f i v e  y e a r s  o f  f o r g i v e n e s s  e l i g i b i l i t y .

05-S53LH



T h e  H o n o r a b l e  T e d  S t e v e n s  
J a n u a r y  26, 1 9 9 0  
P a g e  2

A g a i n ,  t h e  i s s u e  h e r e  is t h a t  t h e  s t u d e n t  c o n t i n u e s  t o  p a y  t h e  
s a m e  a m o u n t  o u t - o f - p o c k e t  w h e t h e r  o r  n o t  f o r g i v e n e s s  h a s  b e e n  
r e c e i v e r  It is o n l y  t h e  l e n g t h  o f  t h e  r e p a y m e n t  p e r i o d  t h a t  
g e t s  p r o g r e s s i v e l y  s h o r t e r  w i t h  e a c h  f o r g i v e n e s s  e l i g i b i l i t y .  
T h e  IRS, h o w e v e r ,  is c u r r e n t l y  t a x i n g  a s t u d e n t  at t h e  t i m e  o f  
f o r g i v e n e s s  e l i g i b i l i t y  a s  if t h e  s t u d e n t  h a s  a l r e a d y  s e e n  a 
c o s t  s a v i n g s .  T h i s  is s i m p l y  n o t  t h e  c a s e ,  a n d  it is 
i m p e r a t i v e  t h a t  t h e  I R S  b e  m a d e  a w a r e  o f  t h i s  f a c t .

T h a n k  y o u  a g a i n  f o r  y o u r  a s s i s t a n c e  i n  t h i s  m a t t e r .  If I c a n

p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n ,  p l e a s e  c o n t a c t  m e .

S i n c e r e l y ,

cc: T h e  H o n o r a b l e  P a t  R o d e y
A l a s k a  S t a t e  S e n a t e

T h e  H o n o r a b l e  L o r e n  L e m a n  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s

F r a n k  B a x t e r ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n

J o h n  H a v e l o c k ,  C h a i r
A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n

K r i s t e n  B o m e n g e n ,  A s s i s t a n t  A t t o r n e y  G e n e r a l  
A l a s k a  D e p a r t m e n t  of L a w
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Iniernai Hevenue Service ■Department of the Treasury

District
Director

P.O. Box 101500. Anchorage, Alaska 99510

Person to Contact: J. EShelman
Telephone Number:

(907) 261-4250 
Refer Reply to:

Dear

The Alaska Commission on Postsecondary Education recently provided the 

Internal Revenue Service with the names and Social Security numbers of 

those borrowers who had a  portion of their Student Loan forgiven during 

1987 or 1988. The amount of forgiveness benefits is taxable as incone for 

the tax year in which it was obtained.

The information provided by the State of Alaska indicates that you received 

the following forgiveness benefits:

Tax Year % ^  <r, c  o

Upon review of your Federal Income Tax return for the year(s) listed above/ 

the forgiveness does not appear to have been reported on your return. The 

enclosed report shows the tax and interest due after the forgiveness 

benefits have been included as income. If you agree with our adjustment/ 

please sign and return one copy of the report. The other copy should be 

kept for your records. If you are unable to pay the amount due at this 
time/ we will bill you.

If you did report the benefits/ please explain where the income appears on 

your return. Please provide a copy of the amended return (Form 1G40X)/ if 

one h a s  been filed. If you believe the amount of forgiveness is incorrect/ 

please attach any supporting material you want us to consider. When you 

send the information or write to us/ please include a telephone number 

where you can be reached during the day. This wilx allow us to contact you 

directly if we have any questions about your information.

Please respond within 30 days from the date of this letter. A postage-paid 

envelope has been included for your convenience. If you .iave any questions/ 
you m a y  contact the number shown above.

Very truly yours/

Tax Auditor

I n t e r n a l  R e v e n u e  S e r v i c e  

L e t t e r



Report of Individual
Income Tax Examination Changes

Department of the Treasury 
Internal Revenue Service

! • DATE 05 Rtf OR IS 0 1 / 2 2 / 9 0

; 1 S Q C .  S i lEC: ,  N U M B E R  5
FORM * 10 40

< ■ YEARS
   i F I L I N G  STATUS I S I w C l F

WANE AmL* T IT LE  OF PERSON WITH W H O M  • EXAMINING B I S T R IC T J  Q91:
>  WERE C* rSCUSSEI* J ‘ *AME OF E X A MINER!  J ESKELMAp;

• I N  REPLY REFER I.'! S 0F..2QQ ' J F
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• ! " ?&F S

i v 4

lii ! ! 5
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Ah SU-OENI LOAN F O R 0 IVENESS 
BELINGUENCY

A D J U S T  M E N  1 I N C  =!!••. a  T5E 

■' I t- C P  E A S E I

5 * 9 9 ? > O o

.s ADIJa THEMIS ! C I NCOl-IE AN i.. OF- BEDUC II UWS Ii’SCREASE
" P'I.ij!* *"AXAi<I..E INCOME AS 'rJ.UWN :TE i •..n'N
C: CORRE C FED FAXABLE INCOME
0: MX CCIMFU I ED WITH J EXEMPTIONS i AX TABLE
E .  C O R R E C T E D  T A X

F. LESS TAX AS SHOWN ON RETURN
0. DEFICIENCY

BALANCE DUE
i: penalties:

DEL INUUENPY FENALTY, EEC . 6651 < A M  I > I . P . C .

Si 999, Of! 

V » Cl‘ ■ ./ \/ 

J h , 3 3 ? . 0 3  

4 , 9 0 5 . C C

4,905 :c

?! y 2 2 5  • 0 0  

I , 6 8 0  00

• , a a c . c c

ii?. c..<;

1. T F-l*> O H  T P i l S  R r . P O R J  I P  S U B J E C T  T O  R E V I E W .  t C U  MM i C O N S I D E R  I T  A S  »*?' 
N O T I C E  T H A T  Y O U R  C A S E  I S  C L O S E D  I F  Y O U  r t R E  N O T  N O  I I F  I  E D  O F  A N  E > C c c * .'•/
1 C  - i E S E  F I N D I N G S  W I T H I N  4 5  D A Y S  A F T E R  A  S I G N E D  E O F  Y O F  T H I S  R E F  O R  I O K  A 

S I G N E D  W A I V E R ,  FORM 870,  I S  R E C E I V E D  B Y  T H E  D I S T R I C T  D I R E C T O R .  IF-  
* - C F e E ,  P L E A S E *  S I G N  O N E  C O P Y  O F  T H I S  R E F O R T .  A N D  R E T *  W-N I T  I N  T H E  E N i  L L - E  D 

E N V E L O P E .  K E E P  T H E  O T H E R  C O P Y  W I T H  Y O U R  R E C G R n S ,

C O N S E N T  T O  A S S E S S M E N T  A N D  C O L L E C T  J O N  • I  D C  NOT W I S H  IC E x E R C J . S E  MY O.P -t \ 

■ i L C H T S  W I T H  TFiE I N T E R N A L  R E V E N U E  S E R V I C E  O R  T O  C O N I E S I  I N  TPi fc  U N  I ' E D  S T A T E '  

T A X  C O U R T  I H E  F I N D I N G S  I N  T H I S  R E P O R T .  T H E R E F O R E ,  I C O N S E N T  IC J ' IF 

I M M E D I A T E  A S S E S S M E N T  A N D  C O L L E C T I O N  O F  T H E  T O T A L  DL'fe O N  T H E  A H A !  F i n  
E X P L A N A T I O N  O F  A D J U S T M E N T S .

r C'-'f - I G ^ T U R E  ^  J D A T E SPOUSE'S SIGNATURE 
( I F  JOINT RETURN FILED)

D A T E



Report of individual Dapartmant of the Treasury
Iflcome Tax Examination Changes Internal Rovanue Sarvlca

E X F ' L A N A T  I  O N  O F  A D J U S T M E N T S

1 9 8 7 0 I /22. ?C

I L - T A L  A n O L ' N T  D U E  A S  A  R E S * .  ■_ T 

O F  T H E  E X A M I N A T I O N  O N  0 1 / 1 1 2 .  9 0 J ,  J C ' 7 .  52

A D M  T  I O N A L  T A X E S  I 
B A L A N C E  D U E  

T O T A L  A D D I T I O N A L  T A X E S J

I f 6SO . C'C-
1 * 0 8 2 . DC

I N T E R E S T J

I N T E R E S T  D U E  B A S E D  O N  S T A T U T O R t
: : n t e f .e s t  r a t e s

T O T A L  A D D I T I O N A L .  T A X E S  P L U S  I N T E R E S T
Z o 2 .07

2 , 0 4 ? . 0 7

- E N A L T I E S  »

D E L  I N O U E . ' N C Y  P E N A L  T Y

D E L I N Q U E N C Y  P E N A L T Y  I . R . C .  <5-651 
2 5 2  O F  4 7 8 . 0 0

T O T A L  D E L I N Q U E N C Y  P E N A L T Y  
I N T E R E S T  O N  D E L I N Q U E N C Y  P E N A L T Y  
T C - r A L  F  E N A L T I E S

I 1 9 . 5 0

1 1 9 . 5 0  

2 5  . 7 5
1 4 5 . 2 5

* * * * * * . * * * * * # # * * # * * * * * # # # * # * * * * # # * ; ( < *  * * * * * * * * * * * * * * *  * * * * * * * * * * * * * * * * * * * * * * * * *  

*♦** * * * * * * * * * * * *  * ** + * * *  * * * * *  * * * *  * * * * * * * * * *  * * * * * * * * * * * * * * * * * * * * * * * * *

T O T A L .  A D D I T I O N A L .  T A X E S ,  I N T E R E S T  AND
- E N A L T I E S  A 5  O F  0 1 / 2 2 / 9 0  *  2 ,  1 1 3 7 . . 3 2
*K**#X******.fc*:fc** * * * * * # * * * * * f c * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * . *  * * x *  
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * . * . * * * * * * * * * * * * * * * *  *** * * * * * * * *

A D D I T I O N A L  I N T E R E S T  W I L L  B E  C H A R G E D  A T  T H E  C U R R E N T  R A T E  C) F L J  
:  E F ' C E N  T  C O M P O U N D E D  D A I L Y .  I N  f t  F . E S T  I S  C H A R G E D  F R O M  T H E  O R I G I N A L .  D U E  
D A T E  O F  T H E  R E T U R N  T O  T H E  E A R L  I E R  O F  T H E  D A T E  O F  P A Y M E N T ,  A  D A T E  3 0  ' S
A F 7 E F .  A N  A G R E E M E N T  T O  T H E  A D D I T I O N A L  T A X  I S  S I G N E D ,  O R  T H E  A S S E S S M E N i  P A  I E .

N E G L I G E N C E  A N D  F R A M ’D  P E N A L T I E S ,  I F  A P P L I C A B L E ,  W I L L  A L S O  C O N T I N U E  
T O  B E  C H A R G E D .  G E N E R A L L Y ,  I F  N O T I C E  A M I  D E M A N D  I S  N A P E  F O P  P A Y M E N T  

O F  A N Y  A M O U N T ,  A N D  T H A T  A M O U N T  I S  P A I D  W I T H I N  10  L A Y S  A F T E R  T H E  

D A T E  O F  T H E  N O T I C E  A N D  D E M A N D ,  I N T E R E S T  O N  T H E  A M O U N T  F A I L  W I L L .  N O T  
D F  C H A R G E D  A F T E R  T H E  D A T E  O F  T H E  N O T I C E  A N D  D E M A N D ,
S I N C E  A D D I T I O N A L  T A X  I S  D U E ,  Y O U  M A Y  W A N T  T O  F A r  I T  M O W  A N D  L I M I T  T H E  

I N T E R E S T  A N D  P E N A L T Y  C H A R G E S .  P L E A S E  M A K E  Y O U R  C H E C K  P A Y A B L E  ‘ 0  

I M T E F N A L  R E V E N U E  S E R V I C E .

I n  A R R I V I N G  A I  Y O U R  T A a  D E F I C I E N C Y ,  A M O U N T S  H * V E  F E R N  P O U N D E D  
T O  T H E  N E A R E S T  D O L L A R .

C O N T I N U E D  O N  N E X T  P A G E

: A G E  2 5
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Report of individual D e p a r tm e n t o f  th e  T re a s u ry
irtcome Tax Examination Changes In te rn a l R e ve n u e  S e rv ic e

EXPLANATION OF ADJUSTMENTS

1987

CONTINUED FROM PRECEDING PAGE

rF:S HAS EXCHANGE AGREEMENTS WI) H STATE TAX AGENCIES 
UNDER WHICH INFORMATION ABOUT INCREASES OP DECREASES IN 
-FPFRAL TAX L IA B IL IT Y  IS EXCHANGED WITH STATES, YOU 
SHOULD CHECK rCUP STATE TAX RETURN AND FILE AN AMENDED 
'SiTURN IF THIS CHANGE AFFECTS TOUR STATE INCOME TAX
I. IA9II. IT Y *

tOU MAT BE SUBJECT TO BACKUP WITHHOLDING IF YOU 
UNDEFnREPGRT YOUR INTEREST, DIVIDEND, OR PATRONAGE 
DIVIDEND INCOME AND DC NOT PAY THE TAX. BACKUP 
WITHHOLDING, AT THE RATE OF 20 PERCENT, MAY DE ORDERED 
BY THE IRS AFTER YOU HAVE RECEIVED FOUR NOTICES ABOUT 
BACKUP WITHHOLDING, ISSUED OVER ICO DAYS, AND THE TAX 
•IAS BEEN ASSESSED AND REMAINS UNPAID.

1404 AK STUDENT LOAN FORGIVENESS
THE AMOUNT OF YOUR DEBT IS INCLUDIBLE 

IN INCOME JN THE YEAR IN WHICH IT WAS FORGIVEN,
SHOWN ON RETURN OF AS FF'EL , ADJUSTED > 
CORRECTED AMOUNT f,
ADJUSTMENT *

8115 DELINQUENCY
SINCE YOU D ID NOT FILE YOUR Ft TURN 

WITHIN THE TIME PRESCRIBED BY LAW, AND YOU DID 
NOT SHOW THAT SUCH FAILURE WAS DUE TO REASONABLE 
CAUSE, A PENALTY OF 5 PERCENT IS ADDED TC! THE 
T A < FOR EACH MONTH OR A FART OF A MONTH (BUT NOT 
TO EXCEED A TOTAL OF 35 PERCENT) FOR WHICH Y'UJP 
RETURN WAS LATE. TF YOUR RETURN WAS MO-Ft THAN 60 
DAYS LATE, THE MINIMUM PENALTY IS THE LESSER MR 
>100 OR THh TAX DUE, THE PENALTY SHOWN HAS TAFEN 
INTO CONSIDERATION ANY PREVIOUSLY ASSESSED 
FENALTY. SEE SECTION 6 6 51(A) OF THF INTERNAL 
REVENUE CODE.

0 , 0 0
5 ,9 9 9 ,0 0  
5 ,9 9 9 ,0 8

0 I 72? /90

I
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101st CONGRESS O  •< g  
1st Session 0  # I  O  U  w

To amend section 108(0 of the Internal Revenue Code of 1986 to clarify the tax 
treatment of discharges of indebtedness under certain student loans.

IN' THE SENATE OF THE UNITED STATES
Octobee 26 (legislative day, Septembeb 18), 1989 

Mr. Stevens (for himself and Mr. Mubkowskt) introduced the following bill; 
which was read twice and referred to the Committee on Finance

A  B I L L
To amend section 108(f) of the Internal Revenue Code of 1986 

to clarify the tax treatment of discharges of indebtedness 
under certain student loans.

1 B e  it enacted by the Senate a n d  R o u s e  of Representa-

2 tives of the United States of America in Congress assembled,

3 SEC. . TREATMENT OF DISCHARGES OF INDEBTEDNESS

4 UNDER CERTAIN STUDENT LOANS.

5  (1) In G eneral.— Paragraph (1) of section 108(f) of
6 the Internal Revenue Code of 1986 (relating to student
7 loans) is amended—
8 (1) by inserting “(A)" after ‘'discharged”, and
„ -  i     ^  the eni ^

10 United S t a t e s  Senate B i l l  S . 1803 )an made bv a



9
id

1 State (or from funds provided by a State) which had no
2 accredited professional schools for the study of law or
3 medicine on the date the loan was made, if the individ-
4 ual resided for a certain period of time in the State
5 after completion of the individual’s attendance at the
6 educational organization with respect to which the loan
7 was made”.
8 (b) Effective Date; Waives of Statute of Limi-
9 tations.—

10 (1) Effective date.— The amendment made by
11 subsection (a) shall apply to discharges of indebtedness
12 made on or after January 1, 1986.
13 (2) Waives of statute of limitations.— In
14 the case of any taxable year ending before the date of
15 the enactment of this Act—
16 (A) the period for claiming a credit or refund
17 of any overpayment of tax resulting from the ap-
18 plication of the amendment made by subsection (a)
19 shall not expire before the date which is 1 year
20 after the date of the enactment of this Act; and
21 (B) if, after the application of subparagraph
22 (A), credit or refund of any overpayment of tax
23 resulting from the application of the amendment
24 made by subsection (a) is prevented at any time
25 before the close of such 1-year period by the oper-



1 ation of any law or rule of law (including res judi-
2 cata), credit or refund of such overpayment (to the
3 extent attributable to the application of the
4 amendment made by subsection (a)) may, never-
5 theless, be made or allowed if claim therefore is
6 filed before the close of such 1-year period.

O

3
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T e d  S t e v e n s

U n i t e d  S t a t e s  S e n a t o r  F o r  A l a s k a

October 26, 1989 
FOR IMMEDIATE RELEASE Contact PnttM Offlca 

UWH ZZ4-82B8

STEVENS INTRODUCES MEASURE TO EXEMPT 
INCOME TAX ON STUDENT LOAN FORGIVENESS

Alaska student loan forgiveness income would not be 
taxed under legislation introduced today by Senator Ted 
Stevens. The bill is a companion measure to one introduced 
this week by Congressman Don Young in the Kou-jq  o f 
Representatives.

Stevens' measure is intended to bring Alaska's student 
loan program under a section of the Internal Revenue Code 
which provides an exemption from taxation for certain 
Btudent loan forgiveness programs.

Currently; the section of the Internal Revenue Code 
which provides for tax exemption for forgiveness is based on 
the recipient's working for a certain period of time in 
certain professions for any of a broad class of employers; 
Stevens noted.

"However; Alaska's loan forgiveness provisions; unlike 
those of other states; are conditioned on residing in the 

-- - state for a specified period of time following-graduation; " 
Stevens explained.

"Alaska's student loan forgiveness program was designed 
to encourage students to return to our state after receiving 
an education elsewhere," Stevens said in a statement on the 
Senate floor.

"Because Alaska's program is not tied into service in 
specified professions; Alaska's loan forgiveness program 
does not technicsIly fall within the current exemption in 
the Internal Revenue Coda," the Senator said. "This 
legislation would bring fairness to tha tax treatment of 
Alaskans who come under the state's forgiveness program."

Tha amendment would be effective retroactively through 
calendar year 1986, the Senator said. The bill also

more

Alaska Offlcaa: Anchorage: 271*5815 Fairbanks: 488-0281 Juneau: 688-7400 
Kanai: 283-6808 Ketchikan: 2258890
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student loan

clarifies that thcBe individuals who may already have paid 
tax on loan forgiveness would receive refunds, he said.

"Alaska should have the opportunity, along with other 
states, to treat as grant3 these portions of student loans 
which have been forgiven for individuals who bring their 
educational training back home," Stevens said.

He noted that many Alaskans, who intand to return to the 
state after graduation, must travel Outside for their 
college educations. "We have no schools in our state to 
train lawyers and doctors, and we're also limited to a small 
number of undergraduate institutions," he said in his floor 
statement.

"Alaskans should not be prevented from utilizing the 
existing student loan forgiveness exemption simply because 
Alaska chose to condition its forgiveness program on 
residency rather than practicing in specified professions," 
Stevens said.

###



A n c h o r a g e  D a i ly  N e w s
ANCHORAGE, ALASKA, SATURDAY. OCTOBER 7. 1 9 8 9

IRS make s claim 
on forgiven loans i 1
By LARRY CAMPBELL
Daily News ifcporter

Peop le  who had  p a r t s  of 
s tu d e n t  loans fo rg iven  d u r ­
ing th e  past tw o  y e a r s  a re  
le a rn in g  th a t th e  In te rn a l  
R evenue  Se rv ice  w a n t s  its 
: h a r e  — p lus in te re s t .

The s ta te  C om m iss ion  on 
P o s t s e c o n d a r y  E d u c a t i o n  
th is  w eek  sen t th e  fede ra l 
agency, a t  i ts  reques t,  the  
n am es  o f e ve ryone  who  re ­
c e iv ed  p e rm i s s i o n  d u r i n g

1987 and 1988 to re p ay  less 
t h a n  th e y  b o r r o w e d ,  and  
how much w as chopped  off 
each deb t. A t th e  s am e  time, 
the com m iss ion  sen t le t te r s  
to t h e  b o r r o w e r s  t e l l i n g  
th em  th e i r  n am es  w e re  in 
IRS hands.

The com m iss ion  sen t  in ­
fo rm a t io n  on  7,743 loans, on 
which  a b o u t  $10.6 m il l ion  
had  been fo rg iven . B ecause  a

Please see Bade Page, IRS

I R S :  U n c l e  S a m  s a y s  s t u d e n t  lo a n  f o r g i v e n e s s  is  i n c o m e  a n d  h e
Continued from Page A-1 1 —      ■

p erson  can  h a v e  m o r e  th a n  
o ne  lo an ,  t h e  c o m m is s i o n  
d idn ' t  k n o w  h ow  m a n y  in d i ­
v id u a l  b o r r o w e r s  a r e  a f f e c t ­
ed.

IRS s p o k e sw o m a n  M a r i ­
lyn  S te en  s a id  th o s e  b o r r o w ­
e rs  w il l  be  e x p e c te d  to  f i le  
am end ed  t a x  r e t u r n s  sh ow ­
ing th e  am o u n t  t h e y  h ad  
fo rg iv en  a s  income, a n d  p a y  
t a x  a n d  in t e r e s t  i f  owed . 
Those  w h o  d on ' t  file, b u t  
s t i l l  ow e  ta x ,  w i l l  b e  b il led , 
S te en  sa id .

"T h e  l a w ’s a lw a y s  been  
th e re , "  S te e n  sa id .  “ I t ’s n o t  
l ik e  i t ’s s om e th in g  n ew , bu t,

, -judging f rom  th e  c a l l s  w e ’ve  '

b een  ge t t ing ,  i t ’s a s u rp r i s e  
to  a lot o f p eo p le .”

T he  IRS  a s k e d  o n ly  fo r 
t h e  p a s t  tw o  y e a i s '  in f o rm a ­
t io n  because, u n d e r  n o rm a l  
c i rcum s tan ces ,  i t  w ou ld  on ly  
r e v i ew  ta x  f i l in g s  t h a t  f a r  
back .

T he  ru le  w i l l  a f fec t a ll 
f u tu r e  lo an s  t h a t  q u a l i f y  for 
f o r g i v e n e s s ,  to o .  C o m m is ­
s ion  o ff ic ia ls  e x p e c t  t h a t  th e  
n u m b e ” o f  p e o p le  w ho  w il l 
a s k  fo r  fo rg iv en e s s  w i l l  con ­
t i n u e  to  r is e  t h r o u g h  1S92, 
t h e n  s t a r t  to  dec l ine .

T h e  c om m is s io n ’s s t u d e n t  
lo a n  p r o g r a m  o f fe r s  8 p e r ­
c en t  co l lege  o r  v o c a t io n a l  
schoo l lo an s  to  A la s k a  re s i ­
d e n t s  —  as m u ch  a s  $5,500 a

y e a r  f o r  u n d e r g r a d u a t e s ,  
$6,500 fo r  g r a d u a t e  s tu d en t s .  
U n d e r  t h e  f o r g i v e n e s s  
c l a u s e ,  b o r r o w e r s  c o u l d  
e ra se  a s  m u ch  as h a l f  th e  
am o u n t  th e y  ow ed  if th e y  
r e tu rn e d  to  th e  s t a t e  a f t e r  
g r a d u a t i o n  a n d  s t a y e d  as 
long  as f iv e  y ea rs .  A b o r r o w ­
e r  can  r e q u e s t  fo rg iv e n e s s  a t  
a n y  t im e, ev en  a f t e r  th e  lo an  
h a s  b een  re p a id .

T h e  f o r g i v e n e s s  c l a u s e  
w as  re s c in d ed  a s  o f J u l y  1, 
1987, m e a n in g  lo an s  m a d e  
a f t e r  t h a t  d a t e  w i l l  n o t  be  
fo rg iven . T h e  a c t io n  w a s  one  
o f  a n u m b e r  o f  c h a n g e s  
m a d e  by- t h e  c o m m is s i o n  
t h a t  h e lp ed  s h o r e  u p  th e

s a g g i n g  lo a n  r e p a y m e n t  
ra te.

S t a t e  o ff ic ia ls  h a v e  s u s ­
pec ted  fo r  y e a r s  t h a t  t h e  IRS 
m ig h t c on s id e r  th e  f o rg iv e ­
ness as income, b u t  n e v e r  
p u sh ed  th e  fed e ra l  g o v e rn ­
m en t fo r  a  ru l ing , s a id  J a n e  
M ayna rd ,  th e  c om m iss ion 's  
n ew  exe cu t iv e  d i re c to r .  S he  
took  th e  pos t th i s  sum m e r .

" I t  n e v e r  b ec am e  un is sue  
(before), a n d  w e  w e r e n ’t 
a s k ed  fo r  in f o rm a t io n  (by 
th e  IRS),” M ayn a rd  sa id .  " I  
t h in k  th e  th in k in g  h a d  been, 
'If th e y  h av en ' t  a sk ed ,  w h y  
m a k e  it an  issue.' I t  se em ed  
no  one  e v e r  k n ew  f o r  su re  
before, a n d  it cou ld  h a v e  
b een  t h a t  to  a c t  on  th is
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w a n t s  h i s  c i l
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so o n e r  w ou ld  h a v e  aflS 
lo an s  all th e  w a y  b;n®
1983 o r  so .” $  |

The  IRS d ec ided  to make 
lo an s  an is sue  la s t  August 
w hen  it a s k e d  th e  c om m is ­
s io n  fo r  n am e s  a n d  loan 
am oun ts .

"T h i s  Is one o f th o se  l i t t l e  
t h i n g s  t h a t  p e o p l e  o v e r ­
lo ok ,” sa id  S teen . "A n d  one 
t h a t  we h a v e n ’t b een  c h e ck ­
ing  on in th e  p a s t .  I d ou b t  
t h a t  (the com m iss ion)  k n ew  
a b o u t  it, b u t  I d o n ’t th in k  it 
w a s  a n y th in g  in te n t i o n a l  to > 
avo id  the  t a x .”

F ig u r in g  an  a v e r a g e  tax  
r a t e  o f  28 p e rc en t ,  th e  IRS 
cou ld  g e n e ra te  re v e n u e  of 
a b o u t  $3 m il l ion .




