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F U R T H E R  R E F E R R A L S :

r  " 'U S E  C O M M I T T E E  R E P O r  "
Date Referred: January 30, 1995 

Date of Committee Action 

T h e  H E A L T H ,  E D U C A T I O N  A N D  S O C I A L  S E R V I C E S  Committee considered: 

H O U S E  B I L L  N O .  135

" A n  Act relating to student loans; and providing for an effective date."

H B  135 

S T U D E N T  L O A N S

Finance

r e c o m m e n d s  it be replaced

with the following committee substitute

I J additional referral t o _________________

f | attached amendment(s)

A D O P T S : _________________________________

[ ] the same title 

[ ] a n e w  title

Committee

Letter of Intent

A T T A C H E S  N E W  F I S C A L  NOTE(s): (Dcp0 A P P R O V E S  P R E V I O U S :

I J Fiscal note(s) __________________________  [ ] fiscal note(s) ___________

(DepVDale)

( )<] z e r o  f i s c a l  n o t e ( s )  ( v n d ~ R 5 > \  [ ] z e r o  f i s ca l  no t e ( s )



BILL ANALYSIS
Section I. The current interest rate of 8 %  for Alaska Student Loans is repealed effective 

luly 1, 1995. Before the Commission can enter into student loans for the s u m m e r  and 

1995-96 terms, it must set an interest rate. This transitional language will allow the 

Commission to adopt regulations to implement the n e w  interest rate under ch. 112, S L A  

1994. In the absence of this authority, the Commission has been advised by the 

Department of L a w  that it will not be able to set the interest rate for m o n e y  disbursed 

after July 1, 1995, and no n e w  loans could be made. Under the Federal Truth in Lending 

law, student loan applicants must be informed of the interest rate at which they are 

borrowing money. The applications/promissory notes are printed each spring, and must 

be distributed before the s u m m e r  1995 term stating interest rate information. In order to 

meet the Commission's schedule for printing and distribution of loan packets for loans 

disbursed after July 1. 1995, the regulations must be adopted as early as possible.

Provides transitional language to allow adoption of regulations to implement 

loans default procedures and consolidation of loans. Regulations under this section m a y  

not take effect until July 1. 1995.

Section 2  Provides for an immediate effective date of this Act.

BILL ANALYSIS



MEMORANDUM S t a t e  o f  A l a s k a
Department of Law

TO

FROM

G i l l i a n  H a y s  
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

DATE 

F ILE  NO.. 

T E L  N O : 

SU BJECT:

T e r e s a  W i l l i a m s
A s s i s t a n t  A t t o r n e y  G e n e r a l
C o m m e r c i a l  S e c t i o n  - -  A n c h o r a g e

J a n u a r y  1 3 ,  1 9 9 5

2 6 9 - 5 2 0 0

T r a n s i t i o n  p r o v i s i o n s  
r e g a r d i n g  c h .  1 1 2 ,  S L A  1 9 9 4

I  a m  w r i t i n g  t o  e x p l a i n  t h e  n e c e s s i t y  f o r  t h e  l e g i s l a t u r e  
t o  i m m e d i a t e l y  a d o p t  t r a n s i t i o n  p r o v i s i o n s  r e g a r d i n g  c h .  1 1 2 ,  S L A  
1 9 9 4 .

T h e  c u r r e n t  i n t e r e s t  r a t e  o f  8%  f o r  A l a s k a  S t u d e n t  L o a n s  
i s  r e p e a l e d  e f f e c t i v e  J u l y  1 ,  1 9 9 5 ,  a n d  t h e  c o m m i s s i o n  h a s  t h e  d u t y  
t o  s e t  t h e  i n t e r e s t  r a t e  f o r  m o n e y  d i s b u r s e d  a f t e r  t h a t  t i m e .  C h .  
1 1 2 ,  S L A  1 9 9 4 .  B e f o r e  t h e  c o m m i s s i o n  c a n  e n t e r  i n t o  s t u d e n t  l o a n s  
f o r  t h e  s u m m e r  a n d  1 9 9 5 - 9 6  t e r m s ,  i t  m u s t  s e t  a n  i n t e r e s t  r a t e .  
T h e  c o m m i s s i o n  a t t e m p t e d  t o  b e g i n  t h a t  p r o c e s s  i n  N o v e m b e r ,  1 9 9 4 .  
H o w e v e r ,  t h e  D e p a r t m e n t  o f  L a w ' s  R e g u l a t i o n  A t t o r n e y  h a s  d e t e r m i n e d  
t h a t ,  i n  t h e  a b s e n c e  o f  c r a n s i t i o n a l  r e g u l a t i o n  a u t h o r i t y ,  t h e  
c o m m i s s i o n  c a n n o t  m o v e  f o r w a r d  t o  a d o p t  r e g u l a t i o n s  t o  e s t a b l i s h  
t h e  e l e m e n t s  o f  t h e  n e w  i n t e r e s t  r a t e  u n t i l  t h e  n e w  l e g i s l a t i o n  
b e c o m e s  e f f e c t i v e  J u l y  1 ,  1 9 9 5 .

C o m m i s s i o n  s t a f f  h a v e  a d v i s e d  m e  t h a t  l o a n  p a c k e t s  a r e  
s e n t  t o  s t u d e n t s  a n d  s c h o o l s  i n  t h e  s p r i n g  o f  e a c h  y e a r ,  a n d  
s t u d e n t s  s i g n  p r o m i s s o r y  n o t e s  f o r  s t u d e n t  l o a n s  d u r i n g  t h a t  t i m e  
f o r  t h e  f o l l o w i n g  s c h o o l  y e a r .  H o w e v e r ,  t h i s  y e a r ,  t h e  s t u d e n t s  
c a n n o t  b e  a d v i s e d  o f  t h e  i n t e r e s t  r a t e .  U n d e r  t h e  F e d e r a l  T r u t h  i n  
L e n d i n g  l a w ,  s t u d e n t  l o a n  p r o g r a m s  a r e  r e q u i r e d  t o  n o t i f y  s t u d e n t s  
o f  t h e  i n t e r e s t  r a t e  a t  w h i c h  t h e y  a r e  b o r r o w i n g  m o n e y .  
A d d i t i o n a l l y ,  i n  m a k i n g  d e c i s i o n s  a b o u t  w h i c h  l o a n  p r o g r a m s  t o  
p u r s u e ,  s t u d e n t s  n e e d  t o  k n o w  t h e  c o s t  o f  e a c h .

T h i s  o f f i c e  h a s  d r a f t e d  t h e  a t t a c h e d  b i l l  l a n g u a g e  t o  
c o r r e c t  t h e  p r o b l e m .  S e c t i o n  1  g i v e s  t h e  c o m m i s s i o n  a u t h o r i t y  t o  
i m m e d i a t e l y  b e g i n  t h e  a d o p t i o n  p r o c e s s  f o r  r e g u l a t i o n s  t h a t  w i l l  
g i v e  t h e  c o m m i s s i o n  a u t h o r i t y  t o  s e t  t h e  i n t e r e s t  r a t e  f o r  m o n e y  
d i s b u r s e d  a f t e r  J u l y  1 ,  1 9 9 5 .  T h e  b i l l  w o u l d  a l l o w  t h e  r e g u l a t i o n s  
t o  t a k e  e f f e c t  a s  s o o n  a s  t h a t  p r o j e c t  c o u l d  b e  c o m p l e t e d  u n d e r  t h e  
A P A ,  e v e n  i f  t h a t  d a t e  i s  b e f o r e  J u l y  1 ,  1 9 9 5 .  I n  o r d e r  t o  m e e t  
t h e  c o m m i s s i o n ' s  s c h e d u l e  f o r  p r i n t i n g  a n d  d i s t r i b u t i o n  o f  l o a n  
p a c k e t s  f o r  l o a n s  d i s b u r s e d  a f t e r  J u l y  1 ,  1 9 9 5 ,  t h e  r e g u l a t i o n s
m u s t  b e  a d o p t e d  a s  e a r l y  a s  p o s s i b l e .

o i o o : BACKGROUND INFORMATION - NECESSITY FOR LEGISLATION



G i l l i a n  H a y s  J a n u a r y  1 3 ,  1 9 9 5
A l a s k a  C o m m i s s i o n  o n  P a g e  2

P o s t s e c o n d a r y  E d u c a t i o n

S e c t i o n  2  o f  t h e  b i l l  g i v e s  t h e  c o m m i s s i o n  s t a n d a r d  
t r a n s i t i o n  r e g u l a t o r y  a u t h o r i t y  t o  i m m e d i a t e l y  b e g i n  t h e  p r o c e s s  t o  
a d o p t  r e g u l a t i o n s  f o r  o t h e r  p r o v i s i o n s  o f  c h .  1 1 2 ,  S L A  1 9 9 4 ,  
r e l a t i n g  t o  l o a n  d e f a u l t  p r o c e d u r e s  a n d  c o n s o l i d a t i o n  o f  l o a n s .  
R e g u l a t i o n s  a d o p t e d  u n d e r  s e c t i o n  2  m a y  n o t  t a k e  e f f e c t  b e f o r e  J u l y  
1 ,  1 9 9 5 ,  w h e n  t h e  e n a b l i n g  s t a t u t e  b e c o m e s  e f f e c t i v e .

I  w i l l  b e  o u t  o f  t h e  c o u n t r y  f r o m  J a n u a r y  1 5  -  F e b r u a r y  
1 1  a n d  A p r i l  1 - 2 0 .  I f  a n y  q u e s t i o n s  a r i s e  d u r i n g  t h a t  t i m e  a b o u t  
t h i s  p r o b l e m  o r  o t h e r  i s s u e s ,  p l e a s e  d i r e c t  t h e m  t o  AAG  L i n d a  
K e s t e r s o n  o r  t o  AAG  L i n d a  O ' B a n n o n ,  m y  s u p e r v i s o r .

T E W : mh  

A t t a c h m e n t



3rtd u h e  o f  S t e p r E H e n t a t i U E H

COMMITTEE ON HEALTH. EDUCATION 
AND SOCIAL SERVICES

A l a s k a  £ > ta te  l e g i s l a t u r e

DATE: /■££ 61, 1995 PLACE: Capitol R o o m  106

SUBJECT OF MEETING:

f i S  /  :  S tz / o b / w t  L o a n 's


