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FISCAL NOTE (CONTINUED)

BILL NO: SB 143

Fiscal impact is determined by comparing estimated gross receipts from loan repayment 
under two scenarios: the current 8% interest rate and the proposed 5% interest rate. 
Effects of the lower interest rate are not felt for the first two to three years, as most 
loans coming into repayment will be 8% loans. As loans made in 1994 under the 
proposed 6% come into repayment around FY97, loan fund earnings begin to show a 
decline from estimates under the 8% interest rate. Fund earnings projections were 
developed by Evensen Dodge, Inc., financial consultants to the Alaska Student Loan 
Corporation, as an update to the A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  M i l l e n n i u m  P l a n  

(March 1992).
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A lask a  S ta te  Legisla ture
SENATE 

C o m m i t t e e  o n  F i n a n c e
P.O. Box V 

State Capitol 
Juneau, Alaska 99811

M E M O R A N D U M

To: S e n a t o r  S t e v e  Ri e g e r

F r o m :  S e n a t o r  J a y  Kertiula

Re: S B  1 4 3  S t u d e n t  Lo a n v  interest R a t e  R e d u c t i o n

! r e q u e s t  that the a b o v e  bill b e  s c h e d u l e d  for hearing in y o u r  

c o m m i t t e e .  I believe that the students of the state of A l a s k a  s h o u l d  

b e  able to take a d v a n t a g e  of the reduction in interest rates that the 
nation is presently experiencing.

I believe that it is g o o d  public policy to provide a c c e s s  to higher 

e d u c a t i o n  for all of o u r  students at a  r e a s o n a b l e  price.

This bill w o u l d  r e d u c e  the interest rate o n  loans prospectively to 6 %  

f r o m  8 % .  T h e  rate of interest o n  a  loan in default w o u l d  b e  r e d u c e d  
f r o m  1 0 %  to 8 % .

T h a n k  y o u  for y o u r  consideration of this request.

Official Business
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S P O N S O R  S T A T E M E N T  

S B  1 4 3

R E D U C I N G  T H E  R A T E  O F  I N T E R E S T  O N  

C E R T A I N  S T U D E N T  L O A N S

This bill will r e d u c e  f r o m  8 %  to 6 %  the interest rate c h a r g e d  b y  the 

S t u d e n t  L o a n  Corporation to students applying for lo a n s  after the 

effective d a t e  of this legislation.

F o r  the p a s t  several y e a r s  interest rates h a v e  steadily declined. 

W i t h  other interest rates, s u c h  a s  the p r i m e  rate a n d  the rates o n  

h o m e  m o r t g a g e s  a n d  a u t o m o b i l e  loans, going d o w n ,  it is only p r o p e r  

to r e d u c e  the rates for college students.

Presently, the S t u d e n t  L o a n  Corporation p a y s  a b o u t  6 %  interest for 

a  b o n d  issue while the p a y - b a c k  interest rate for s t u d e n t s  is 3 % .  
T h i s  t w o  point s p r e a d  allows the Corporation to a d d  to net i n c o m e  
e a c h  y e a r  this occurs.

Finally, I a s k  the c o m m i t t e e  to c o n s i d e r  the policy of the state that 

higher e d u c a t i o n  s h o u l d  b e  accessible to a n y o n e  r e g ardless of 

financial status. This c h a n g e  w o u l d  lessen the b u r d e n  o n  students 

w h e n  th e y  a r e  first starting a  career. It is also fair to give s t u d e n t s  

the benefit of lower interest rates that other s e g m e n t s  of o u r  

population are enjoying. E n c l o s e d  in y o u r  p a c k e t  is a  list of the 

current interest rates. P l e a s e  c o n s i d e r  t h e s e  a s  y o u  r e v i e w  this 
bill.



0 »{ It Oiirrtf 
OifUel Oittrili
OxvC/tOKlmgOlfCrltOfKOEOrtiBOftwirtOftrtrOCrmCD»«iOp0»n»fn

Kr*iviNUMfl t UMvcrpfHvfmMl
CPI'Cl C HO'll Com,9 Com nr
Cu*«tlCfiifltC/nO'MflCm»<CtlCncanjCmtfdComt IIIComnimCtmMlli<4<hdflCmoirtCWDMWCm oOtCfiiWa>aC«motr»rCifiim
(in«MiC»u£FS

FfMitt »’l • •»
m»rv :i»<FI««lCI us • #»fM«r MiFMrti IS — ■*tohoii if **»F4U061 if tS — '»ftitina iI)u*mir«r«t(0 hium-uKvirOfi i n il'» *1 !*•fottui !9 <»FrjmS# ISFfl£P6 US-Hif'tot It Iftnl l fOS —ISFrnlOl' I) If I I-11PunPi* * ,:f *» »isPuuHBl (I US - SFvm ;i us * sFuluffHM ISFuIMM I MlFulN#w IJSFvfCm I MU

UrcCflcSchMCoStAlmaSoCMwlkintdtrimtcnflaSiaroiScafUiboscoInter
l«EnvStTiiseeoIllKIIIiMllfllIMIH!rqv*tl

KfttIGKwlMJKe»»ufKtO<*Kro*«iVtftBLl

v«1h
mmkiiMvaiui.M«liaodMimini
MliiGrMrcfikM«fc»rMir.dOUMrannlMimLMiritflMiuirlM«lfu«uMiihaAi
MiireVMUmibMicr*F
MlcMtrM«flNlMltFotUMlltHtr

Prgltmf iH tfyrtfeSr«w(PerifltnSnM •fn« rPvm
oco OIS oeirt Oct HIQClUtUflOlltletOMlBtptOUKAIIOilnmOmrtif aOmiEwllOflGffwl0»6COOabCppfOutfit

ICCTcflICOSICUMdllOECmIMOPCpMSIiMHiIce*I'D jgi Amlmap€nIfflUApninuntUafmuitvi

lODJiLDICoISIlAOcTXlaPif*'JOOFr limfll (. jnciirt UnctlUAIW1UIflinGoAunaiirLar.ntl

IHMHI IS - s  IIS *} QVCOuldriCWIIM4Quiitn
OuiiPdiOmniumOji.uhiiQua.iVlfQuClOlOurtiM

i MSIN — s US -S  US-IS US - S 4 02 I Ml— f-U US ♦ s 
I'S 
US

EClTillEMCMERCS3EVUOl
SftrMrt5M4M«r1SJltnrtja*»Cir

fhiiimaTurneru a e* Uruguay I Vtniuel

a:?54 j]9J4 :5.?9 :y?9 XOIOA 000106 9423.00 9397 00 2114 271* 3 6713 3.6715000361 000241 3835 00 3B35 00 0118 0111 94 9)00 84 H\00

0 Oid * diked.n nominalAP-WS-04-07-93 U33r.OT BC OILS.SOW vQRK (API Pulufm irnrimo on in*New rcrk Mttcaniiln CxcPAitgo Wedneiddy:
M O N E Y  R A T E S

On Wednesday___ B WEEKDAY;
llslod b ih ?

■ SATURDAY 
previous 5T 
lootnolos) i

■ ‘ PE* coluir.
■ • ‘ SALES* ci

so 117 moa 
actual num 

B ‘CHANGE’
SalurOayo.

EaO.TW.QIE0 -  The lowosi 
g -  DlviOeno 01

Yiold or PE 
n -  Thoalockv 

loolnotos ‘ i 
s -  Slock split 

percem or i 
lootnolos ‘ \ 
occurred, 

u -  The hlghos 
v -  Trading hal 
Unlass othorm je 
based on the Iasi 
payments aro idei
DIVIDEND F
a -  E-Ora oividi 
b -  Paid In cas 
c -  Paid or to c 
d -  Oivldentloi 
a •  Oaclorodci
1 -  Daclarod or
I -  Paid thb ye

omittad, oe 
k -  Dividend hi 
r -  Declared o' 
T -  Paid In sloe 

wheihorlhr 
x -  Tho buyori 
•/ -  Tho numbe 

announced 
x -  Tho numbe 
pi -  Preferred s' 
rt -  Rights. Tho 
un -  Units. A soi 
wr -  The slock c 
vyI -  Warrants. T 

lor several - 
svw -  The right lo 
xw -  Tho rlghi In 
vj -  In bankrupt 

or securitle

G o l d  C o in s
Telsrals iRlersst rate indexMETALS

Wednesday's Prices
Gald Coins.VdC't Ufdl. 1 Irov CX. US?. 11 Off t 7.131433 08 Off I 7.S7 Source; Tnomds Cook Currency Servicps Krug*rrano. I frov OX. U*4 00 olf i 1.00Chin# Pard® 1997. 1 troy ox,U63.00 off 1 J.OO U.S. Silver Coins S1U00 f»ce vdlu# or# 196$ circulation. JIVOO OOolf 19.7 00 Source: M.T.Q. Bankino.BC Cdih Petroleum 1st le«d wrif«fnru.OI32 K4f |.| NEW YORK — Petroleum casn prices weonesoay m  comoareo witn Tuesodvi prices. •ved' 7ueRiflntO Products Fuel Oil Mo. 3 MY nor og gl JAaS 3595Giionne uni prem QVP my ncr eg glA4in uso

Gdsonne uni RVP MY nbr bq gl 3900 3875°rices provided ov Oil Duyer*s tiu'de «• prices dre for RVP qrdoe of gdsonnv SPOT PRICES Saudi AMbian ngnr s/boi 16.60 16.60Norm Sea Orcnt S/bbl '8 65 19.70We if T*«ai infermea S/bbl 30.37 :0.:o
ak M.Sfoot del.US Gull Coiil IS.4? 11.40fl.d.-nof jvailjDle-n.Q. not cuciea r-revuea.

Prime Rale

Discount RateMetal Price 8roKer call loan rateAluminum
Federal funds market rate. LastCopper SO.8790/lb
Dealers commercial paper 3 0 -1 8 0  days32<r/lb,
Commercial paper by (inance company: 3 0 -2 7 0 day:,d804-.520J/lb
Bankers acceptances dealer indications: 30 days

Silver
Mercury
Platinum

Certilicates o l Deposit Primary: 30 daysST O C K S  OF A LA SKA  IN TERESTQuotations omvided by Vince 0  Reily ol Oean Witter Reynolds

Company Company Certilicates o f Deposit by dealer: 30 days

122'/j AAapco
Martech USA

Chevron
Nabors DrillingCominco

Costco Nordstrom
Eurodollar rates: overnightNorthrim
Treasury Bill: 3-monlhExxon Pacific Telecom
6-monthederal Express JCPenney

Rowan Drilling
Treasury billmarket rate. 1-year

Keycorp. Tesoro Treasury bondmarket rate, 30 -yea r
1st Nat’ l Anch Unocal Money-market lund Merrill Lynch 30-day av. yield

Continued from Page

UFinirUr»T«iUnfroPUnltyiU.liTplUmfUfdAMttlUA/Uty.mfhUDflmRUMItCflUlllumUliioprUmfip̂UnitfnnUfdlnvUKIniUtoAAMUtflMMUUPkMAUuirGUinrOofUSBk.nlUSSurgUnT*«nUW RUnifrd#UnivarUnviiC» -
UovHBUflVHftUKvMddUMdolBUnsfUlUno<aiUr|«A«uslfpeiUllflPuntie#UlMCprAUIIICpcC

'ederal 
lesday 
a new 

d that 
if both 
-ended

d Ex­
ited to 
hich is 
1 fund 
vill be 
s from 
inter-

>ved a 
e eas- 
-okers



m m — — — — — —

STATE OF ALASKA 

O FFIC E OF THE GOVERNOR

BILL A N A LY SIS
department E d u c a t i o n  

A l a s k a  C o m m i s s i o n  o n  P o

DIVISION | BILL NUMBER
; t s e c o n d a r y  E d u c a t i o n  I SB 1 4 3

SPONSOR
S e n a t o r  K e r t t u l a

SHORT TiTLE OF BIU
An A c t  r e d u c i n g  t h e  r a t e  o f  i n t e r e s t  o n  c e r t a i n  s t u d e n t  l o a n s
DEPARTMENT P. SITION

N e u t r a l / /O
PREPARED BY
M a r y  L o u  M a d d e n ,  A s s i s t a n t  D i r e c t o r

DATE
4 / 1 5 / 9 3

COMMISSIONER'S SIGNATURE/ /  / .

SUMMAFTi
OTHER AGENCIES AFFECTED BY BILL

N o n e

ORGANIZATIONAL SUPPORT FOR BILL
N o t  a w a r e  o f  o r g a n i z e d  s u p p o r t ,  h o w e v e r ,  i t  i s  
r e a s o n b l e  t o  a s s u m e  t h a t  s t u d e n t  g o v e r n m e n t  
a s s o c i a t i o n s  w o u l d  b e  i n  s u p p o r t .

CONSTITUENT GROUPIS) AFFECTED BY BILL

A l a s k a  S t u d e n t  L o a n  B o r r o w e r s

ORGANIZATIONAL OPPOSITION TO BILL
N o n e  k n o w n

FISCAL IMPACT: D NONE
BACKGROUND/LEGISLATIVE INTENT

15 FISCAL NOTE ATTACHED

A l a s k a n s  b o r r o w i n g  l o a n s  f r o m  t h e  1 9 9 3 - 9 4  l o a n  y e a r  a n d  s u b s e q u e n t  y e a r s  w o u l d  b e n e f i t  b y  
v i r t u e  o f  a  l o w e r  r a t e  o f  i n t e r e s t  o n  t h e i r  d e b t  a n d  r e s u l t i n g  l o w e r  p a y m e n t s  o v e r  t h e  l i f e  
o f  t h e i r  l o a n s .

ANALYSIS OF BILL/PROGRAM EFFECTS

Two s i g n i f i c a n t  i m p a c t s  w o u l d  b e  s e e n :  1 )  p r o j e c t e d  r e d u c t i o n s  i n  f u t u r e  r e p a y m e n t  i n c o m e
a n d  2 )  a s  a  r e s u l t  o f  t h o s e  r e d u c t i o n s  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  b o n d  o f f e r i n g s  
w o u l d  b e  l e s s  a t t r a c t i v e  t o  p o t e n t i a l  b o n d  h o l d e r s .  M o r e  s p e c i f i c a l l y ,  w h i l e  t h e  f a c e  i n t e r e s t  
o n  a  s t u d e n t  l o a n  w o u l d  b e  r e d u c e d  t o  6 % ,  t h e  e f f e c t i v e  r a t e  a p p l i e d  t o  a  l o a n  w o u l d  o n l y  b e  
4 . 5 7 % .  S i m i l a r l y  a  l o a n  m a d e  a t  t h e  c u r r e n t  r a t e  o f  8% i n t e r e s t  p a y s  a n  e f f e c t i v e  r a t e  o f  
a p p r o x i m a t e l y  5 . 7 5 % .  T h i s  i s  d u e  t o  t h e  a v e r a g e  n u m b e r  o f  i n t e r e s t - f r e e  y e a r s  t h a t  t h e  
b o r r o w e r  b e n e f i t s  f r o m  t h e  l o a n ,  i . e .  d u r i n g  t h e  e n t i r e  p e r i o d  o f  s t u d e n t  s t a t u s / d e f e r m e n t s .

T h e  i m p a c t  o f  t h i s  c h a n g e  w o u l d  b e  t h a t  t h e  a g e n c y  w o u l d  b e  l e n d i n g  m o n e y  o u t  a t  a  r a t e  
l o w e r  t h a n  i t  w o u l d  b e  b o r r o w i n g  o n  t h e  b o n d  m a r k e t .  T h e  a n t i c i p a t e d  r e s u l t  i s  t h a t  b o n d  
d e b t  s e r v i c e  c o v e r a g e  w o u l d  f a l l  b e l o w  a n  a c c e p t a b l e  l e v e l  b y  F Y 2 0 0 0 .  T h a t  e v e h f ”w o u l d  
r e q u i r e  o n e  o r  m e r e  o f  t h e  f o l l o w i n g  r e s p o n s e s :  I )  S u p p l e m e n t  b o n d  f u n d s  a n d  r e p a y m e n t
i n c o m e  w i t h  G e n e r a l  F u n d s  t o  f u l l y  m e e t  s t u d e n t  d e m a n d ;  2 )  L i m i t  t h e  a m o u n t  o r  n u m b e r  o f  l o a n s  
m a d e  b y  r e s t r i c t i n g  t h e m  t o  a  n e e d s  b a s e d  o r  o t h e r  c r i t e r i a ;  o r  3 )  T r y  t o  s e c u r e  s u b o r d i n a t e  
f u n d i n o  a f  a h i g h e r  i n T p r p s T  r a r e  .q n d / n r  o v e r  a l o n g e r  b o n d  t e r m . _________________________________________________AMENDMENTS proposed

PLEASE ATTACH A SEPARATE SHEET FOR AODmOMAL COMMENTS OR ANALYSIS.
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