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FISCAL NOTE

Revision D ate (Not* if correction) M arch 17, 1998 Dept. Affected Educa
Title “An A d  authorizing the-Alaska S tudent Loan Corporation to BRU Alaska Com mission on Postsecondary
se t the am ount available for student loan program s and  increasing Education
the am ount of bonds that may be issu ed  without legislative
approval; and providing for an effective d a t e . " _____________________________________

C om ponent Alaska S tudent Loan Program
S ponsor S en a te  HESS

STA TE  O F  ALASKA B ILL  NO. C SSB  332
1998 LEG ISLA T IV E  SESSIO N

R eq u ester S en a te  F inance C om ponent Serial No.

E xp e n d itu re s /R e v e n u e s (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Personal Services
Travel
C on tradual
Supplies
Equipm ent
Land & S tru d u res
G rants & Claims
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES '  ) 0.0 0.0 0.0 *0.0 ■o.o *0.0

FUND SOURCE • (Thousands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 G F/Program  R eceipts
1037 GF/Mental H'-diu:
O ther (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f any curren t yea r (FY98) coat; 
POSITIONS
Full-time
Part-time
Tem porary

ANALYSIS: (Attach a separate page if necessary)

Section 1 of this bill will allow the A laska S tudent Loan Corporation (ASLC) to m anage the loan fund by adually  setting 
an annual limit available from the student loan fund, if necessary , for an academ ic year. Further, that m anagem ent tool 
would permit the ASLC to reduce the im p a d  to borrowers in any single year should a  shortfall occur. C on tinued .

P reoared  bv Mike Maher. D iredor of S tudent Loan O perations 
Division S tudent Loan O peration^

Phone 465-6743 
Date March 17. 1998

AnDroved bv Executive D ired o r 5e»-—^ ___ /Diane Barrans Date: March 17. 1998

Aaencv: Alaska Commission on P ostsecondarv  Education

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office 

(R»v 9/97) xl»/OM0 Page 1 Of _ 2 _



ANALYSIS: \{Attach a separate page it necessary)
A shortfall could occur if the cashflows of the ASLC fail to dem onstrate  to Ambac {the bond insurer) that it will have the 
a s se ts  equal to or in ex cess  of 150% of the ASLC debt. This te s t of asset-to-debt coverage is required a s  an elem ent 
of the ASLC m aster bond indenture. The indenture se ts  out term s by which the corporation ag reed  to m anage its 
finances and govern the use  of bond p roceeds and  other a s se ts  of the corporation. The ASLC is bound by the term s 
of the indenture while bonds issued  in com pliance with it a re  outstanding.

Section 2. inc reases the p resen t bond cap  of $125 million in any two consecutive fiscal years to $200 million, which 
would accom m odate program growth for years to com e. This change is necessary  due to legislation that p assed  in 
1996, at the request of A laska's students, which increased  individual loan limits by 35%. As a result, the annual 
Alaska S tudent Loan volume also increased  by m ore than 30%.

Increasing the biennial bond limit will allow the ASLC to consolidate its 1998 bonding n eed s  in a single issue, avoiding 
additional fixed issuance costs of approximately $125,000 (rating, printing, bond counsel, and  financial advisor). 
Without this legislation, the corporation will have to issue a  portion of the bonds (up to the current cap) in FY 98 (prior 
to Ju n e  3 0 ,1 9 9 8 ) and the remainder, n ecessary  to m eet the dem and, in FY 99. It shou ld  be noted that this sav in g  
would not resu lt in a negative fiecal note, as the loan  funds o f Corporation are exempt from  title 37, the 
executive budget a c t  However, the $125 ,000  sav ing s w ill reduce the overa ll ASLC debL
Section 3. The immediate effective date will allow for a single bond issuance prior to Ju n e  30 ,1 9 9 8 .

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

tsv 9/97) 9ewom xu/omb Page _2_of _2_



F ro m ; D ave T onkovich  <D ave T onkov ich& leg is.sta te .ak .us>
S u b je c t:F isc a l N ote  on SB 332

T o : L a m ' S tevens cL a rrv  S tevens@ leg is.sta te .ak .us>

L a r ry

I  d id  some re s e a rc h  on th e  S tu d e n t Loan Program  f i s c a l  n o te  f o r  CSSB 
332 . The s h o r t  answ er i s  t h a t  c o s ts  o f  bond issu a n ce  w ou ld  n o t 
o r d in a r i l y  show up in  b udge t docum ents. S e v e ra l re a so n s :

1. AS 1 4 .4 2 .1 9 0  s ta te s  th e  th e  O p e ra t in g  budge t o f  th e  C o rp o ra t io n  is  
s u b je c t  to  AS 37 .07, th e  E x e c u t iv e  Budget A c t .  The key w ord  h e re  is  
" o p e r a t in g " .

2. AS 1 4 .4 2 .3 0 0  O p e ra t io n s  o f  C e r ta in  S ta tu te s  E xce p ted . E xcep t as 
p ro v id e d  in  AS 1 4 .4 2 .1 9 0 , th e  C o rp o ra t io n  i s  n o t s u b je c t  to  AS37.

The c o rp o r a t io n  in t e r p r e t s  t h i s  as a p p ly in g  to  t h e i r  lo a n  fu nd  
a c t i v i t i e s .  T h a t i n t e r p r e t a t io n  seems to  be c o n s is te n t  w i th  how o th e r  
e n t i t i e s  w i th  a c t iv e  lo a n  funds  a re  t r e a te d .

In  any e v e n t th e  c o rp o r a t io n  in d ic a te s  th a t  th e se  c o s ts  (o r  s a v in g s ) a re  
uj. im a te l-  ’ u i l t  in t o  th e  bond c o s ts  (a m o rtiz e d  and p a id  o f f  o v e r tim e  
as onds ... j r e t i r e d . )

I  hope t h i s  h e lp s - le t  me know i f  I  can fo l lo w  up.

10:17 AM

Dave T o n ko v ich  
4G5-5413 ( I  t h in k ! )

mailto:Stevens@legis.state.ak.us


FISCAL NOTE c  -• m)z !ct f
STA TE  O F  ALASKA
1998 LEG ISLA T IV E  SESSIO N

BILL NO. SB 332

Revision D ate (Note if correction)
Title “An Act relating to the A laska S tuden t Loan Corporation.’ BRU

Dept. Affected Education
Alaska Com m ission on 
P ostsecondary  Education

Com ponent A laska S tudent Loan Program
S ponsor
R eq u ester

S en a te  HESS
S en a te  F inance Com ponent Serial No.

E xp e n d itu re s /R e v e n u e s (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
P ersonal S e a ic e s  
Travel 
Contractual 
Supplies 
Equipm ent 
Land & S tructures 
G rants & Claims 
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) o.ol 0.0 0.0j *0.0 *0.0 *0.0

FUND SOURCE (Thousands of Dollars)

1002 F ederal R eceipts
1003 GF Match
1004 GF
1005 G F/Program  R eceipts
1037 GF/M ental Health
O ther (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f  an y  c u rre n t y e a r  (FY98) c o s t:  

POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page if necessary)

Section 1 of this bill will allow the A laska S tudent Loan Corporation (ASLC) to m anage the  loan fund by actually 
setting an annual limit available from the studen t loan fund, if necessary , for an academ ic year. Further, that 
m anagem ent tool would permit the ASLC to reduce the impact to borrowers in any single year should a  shortfall occur. 
C o n tin u ed .

iP repared  /  Mike Mmfer. PirectoLof S tudent Loan O perations P hone 465-6743
Division S tudent Loan O p er/ti^n s s  D ate March 6. 1998

Approved by Executive Director: /D iane Barrans D ate: 3 /fr /  9  fi-______
Agency: Alaska Com m ission on P ostsecondarv  Education______________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Rev 9/97) 98fn(orm xlj/OMI) Page 1 Of 2



ANALYSIS: (Attach a separate page if necessary)
A shortfall could occur if the cashflow s of the ASLC fail to dem onstra te  to A m bac (the bond insurer) that it will have the 

a s se ts  equal to o r in ex c ess  of 150%  of the ASLC dslit. Thin te st of asset-to -debt coverage is required a s  an elem ent 

of the ASLC m aste r bond indenture. The indenture se ts  out term s by which the corporation ag reed  to m anage its 

finances and  govern the u se  of bond p ro ceed s and other a s s e ts  of the corporation, The ASLC is bound by the term s 

of the  indenture while bonds issu ed  in com pliance with it a re  outstanding.

Section 2, in c re ase s  the  p resen t bond cap  of $125 million in any two consecutive fiscal y ears  to $200 million, which 

would accom m odate  program  growth for years to com e. This change  is necessary  due to legislation that p assed  in 

1996, at the req u e st of A laska's studen ts, which increased  individual loan limits by 35%. A s a result, the annual 

A laska S tuden t Loan volume also  increased  by m ore than 30%.

Increasing the biennial bond limit will allow the ASLC to consolidate its 1998 bonding n ee d s  in a single issue, avoiding 

additional fixed issu an ce  co s ts  of approxim ately $125,000 (rating, printing, bond counsel, and  financial advisor), It 
sh ou ld  be noted that this sav ing  w ill not re su lt in a negative fisca l note, as the loan  funds o f C orpora tion  are 
exem pt from  title 37, the executive budget a c t
The bill sh ou ld  have an immediate e ffective date added in o rd e r to a llow  fo r  a s ing le bond issuance on o r 
be fo re  Jun e  3 0 ,1 9 9 8 .

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governors Legislative Office

(Rov S/97) 98fnfomi xlj/OMB Page _2_Of _2_
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SENATE FINANCE 
COMMITTEE , 

Amendment Number: ̂  I 
Bill Number: * 0 6 S E T
Sponsor: \ ^ 0 9 VLu Pate:4^ I . 
Logged In By: ( ) f^ i  n rm

c j

0-LS1631VA.6 ' 
Ford 
4/1/98

nc-f u c |

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR DONLEY

TO: SB 332

Page 1, line 1, following "Corporation":

Insert and relating to financial assistance for students attending a graduate 

education program"

Page 1, following line 10:

Insert new bill sections to read:

"* Sec. 3. AS 14.43.110(a) is amended to read:

(a) In a school year, the commission may make a loan not to exceed

(1) $8,500 to a full-time undergraduate student or $5,000 to a half-time 

undergraduate student attending a college or university if the full- or half-time student 

is otherwise eligible under AS 14.43.125;

(2) $9,500 to a full-time graduate student or $4,500 to a half-time 

graduate student attending a college or university if the full- or half-time graduate 

student is otherwise eligible under AS 14.43.125 and not receiving a loan under (4) 

or (5) of this subsection;

(3) $5,500 to a full-time student or $2,000 to a half-time student if the 

full- or half-time student is attending a career education program that is at least six 

weeks in length and is otherwise eligible under AS 14.43.125j.

(4) $15,000 to a full-time graduate student attending a degree 

program not available in this state if the student is otherwise eligible under 

AS 14.43.125 and not receiving a loan under (2) or (5) of this subsection:

(5) $25.000 to a full-time graduate student attending a medical or 

dental degree program if the student is otherwise eligible under AS 14.43.125 and 

not receiving a loan under (2) or (4) of this subsection.

* Sec. 4. AS 14.43.120(d) is amended to read:

-1 -



1 (d) Scholarship loans may not be made to a student
2 (1) for more than a total o f $42,500 for undergraduate study;
3 (2) for more than a total of
4 {A) $47,500 for g rad u a te  s tu d y  in a program other than a

5 program described \r-:aer fB) of this paragraph: or

6 (B) $60.000 for graduate study in a program not available

7 in this state:

8 (3) for more than a combined total of
9 jA ) $60,000 for undergraduate and graduate study in a

10 program other than a program described under fB) of this paragraph: or

11 fB) $100.000 for undergraduate and graduate study if the

12 graduate program was not available in this state:

13 (4) to attend an institution if the total amount of scholarship loans
14 made to students to attend that institution exceeds $100,000 and the default rate on
15 those loans is (A) greater than 20 percent but less than 25 percent, and the institution
16 is unable to reduce its default rate within 24 months after the rate determination; or
17 (B) equal to or greater than 25 percent for two consecutive calendar years; for
18 puiposes o f this paragraph, the default rate shall be determined by the commission for
19 each annual group of loans required to be repaid under (g) of this section on or after
20 July 1, 1996; if a scholarship loan is refused based on the provisions of this paragraph
21 and, under a subsequent default rate determination, an institution's default rate does
22 not exceed the limits established under this paragraph, the commission may not refuse
23 to issue a scholarship loan to attend that institution based on the provisions of this
24 paragraph.
25 * Sec. 5. AS 14.43.120(g) is amended to read:
26 (g) A borrower's obligation to commence repayment o f the principal and
27 interest on the loan begins six months after the borrower is no longer enrolled under
28 (c) o f this section. The borrower shall repay the total amount owed in periodic
29 installments of at least $50 a month over a period of not more than 15 years from the
30 commencement o f the repayment obligation, except that a borrower who graduates

31 from a graduate degree program not available in this state may repay the total

32 amount owed over a period of not more than 20 years from the commgnccment

0-LS1631VA.6
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1 of the repayment obligation. I f  the commission and the borrower agree to a
2 different repayment schedule, the borrower shall repay th(? loan in accordance with the
3 agreement. A borrower may make payments earlier than required by this subsection
4 or the agreement."

0-LS1631\A.6

-3-



SENATE FINANCE

Amendment Number: 
Bill Number:

COMMITTEE 0-LSi63l\A.3
Ford

3/30/98^  -
Sponsor:_Q011ih- D a te :4 ll /9 ^
Logged In By:. ( J  P0;nH>> 

A M E N D M E N T  /

O F FE R E D  IN  T H E  SE N A T E BY SENATOR DONLEY
TO: SB 332

Page 1, line 1, following "Corporation":

Insert ant! relating to repayment of student loans"

Page 1, foliowing line 10:
Insert new bill sections to read:

"* Sec. 3. AS 14.43 is amended by adding a new section to read:
Sec. 14.43.128. Loan forgiveness for medical students, (a) If a person 

required to repay a loan under AS 14.43.120 has graduated from a medical education 
program for which the loan was received and is employed within the state as a 
physician, including self-employment within the state as a physician and employment 
within the state in a medical residency program, the loan shall be forgiven and
considered a grant in an amount equal to the following percentages plus accrued
interest:

(1) one year employment, 10 percent;
(2) two years employment, an additional 10 percent;
(3) three years employment, an additional 10 percent;
(4) four years employment, an additional 10 percent;
(5) five years employment, an additional 10 percent.

(b) Notwithstanding AS 14.43.120(g), a person who qualifies for forgiveness 
under (a) of this section is not required to begin repayment to the state as long as the 
person remains qualified for forgiveness under (a) of this section. A person employed 
within the state in a medical residency program is not required to begin repayment to 
the state as long as the person remains in the medical residency program. Forgiveness 
under (a) of this section only applies to that portion of the loan that has not been 
repaid to the state.



1 (c) If  a  p e rso n  m eets  the q u a lify in g  co n d i t io n s  u n d er  this sec tion  fo r

2 fo rg iv en ess  a f te r  b eg in n in g  repaym en t,  the re p a y m e n t  req u irem en t  is de fe rred  in the

3 m o n th  fo l lo w in g  qualif ica tion  fc /  fo rg iveness .  R e p a y m e n t  shall be de fe rred  as long

4  as  th e  p e rso n  rem a in s  qualified . I f  the p e rso n  is d e l in q u en t  o r  in d efau lt  on  the

5 p e r s o n ’s re g u la r  re p ay m en t  schedu le ,  re p ay m en t  shall co n t in u e  until the person  is

6 c u r re n t  in p ay m en ts .  A  period  o f  t im e du rin g  w h ich  the  p e rso n  is m a k in g  p a s t  due

7  p ay m en ts  m ay  n o t  be c^. ddered  as a  qualify ing  p er iod  for the pu rp o se  o f  ca lcu la t ing

8 fo rg iv e n ess  benefits .

9 (d) F o r  p u rp o se s  o f  qua lify ing  fo r  fo rg iv en ess  u n d e r  this sec tion ,  a  p e rso n

10 q u a l i f ie s  fo r  a  p ro ra te d  fo rg iveness  bene fi t  i f  the  p erson  is a  fu l l- t im e  e m p lo y e e  for

11 a  p e r io d  o f  a t  least  s ix  m on ths  o r  if  se l f -em p lo y ed ,  th e  person  p ro v id es  physic ian

12 se rv ic e s  an av e rag e  o f  4 0  hours a w e e k  for a  p e r io d  o f  a t least six  m on ths .  In this

13 subsec tion ,  "full- tim e em ployee"  does not include seasonal o r  tem porary  em ploym en t.

14 * Sec. 4. A P P L IC A B IL IT Y .  Section  3 o f  this A c t  app lies  to a p e rso n  w h o  beg in s  an

15 e d u c a t io n  p ro g r a m  and  w h o  rece ives  financial a id  from  the s ta te  for a  m edica l  ed u ca t io n

16 p ro g r a m  on  o r  a f te r  Ju ly  1, 1998."

O-LS1631VA..3
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CS FOR SENATE BILL NO. 332( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTIETH LEGISLATURE - SECOND SESSION

0-LS163I\E 
Ford

, 3/6/983/jT 
i'i r

\ . jl da. s V i s o \)j c c i -

l^ j o C l\j <rc Kcvt (

HOoPTifD

WORK DRAFT

BY

Offered:
Referred:

S poasor(s):
REQUEST

SENATE HEALTH, EDUCATION AND SO DIAL SERVICES COMMITTEE BY

A BILL

FOR AN ACT ENTITLED 

’An Act authorizing the Alaska Student Loan Corporation to set the amount 

available from the student loan fund for student loan programs financed by the 

itudent loan fund and increasing the amount of bonds that may be issued by the 

Vlaska Student Loan Corporation without legislative approval; and providing for 

tn effective date."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.42.210 is amttided by adding a ne v subsection to read:

(d) The corporation shall set the amount available from the student loan fund 

during an academic year for the student loan programs that receive financing from the 

fund.

* Sec. 2. AS 14.42.220(f) is amended to read:

(f) The corporation may not issue bonds, other than refunding bonds, during 

any two consecutive fiscal years in an aggregate amount greater than $200.000.000

-1-
AJew Text Underlined (DELETED TEXT BRACKETED]

CSSB 332( )



1 [$125,000,000] unless the legislature, by law, approves issuance of a greater amount.

2 * Sec. 3. This Act takes effect immediately as provided under AS 01.10.070(c).

WORK DRAFT WORK DRAFT 0-LS1631\E

CSSB 332( ) -2-
New Text Underlined (DELETED TEXT BRACKETED]



G a ry  W ilken
SENATOR 

Districts 29 & 30 
West Fairbanks

Senate Standing Committees
Chairman: Health. Education, 

and Social Services (HESS) 
Vice Chairman: Transportation 
Vice Chairman: Community and 

Regional Affairs

Special Committee
Member: Administrative Regulation Review r

During Session:
State Capitol, Room 510 

Juneau. Alaska 99801-1182 
(907)465-3709 (v) 
(907)465-4714 (f) 

ivww: akrepublicans.org wilken.htm 
E-mail: Senntor_Gary_Wilken@legis.state.ak.us

Interior:
119 N. Cushman St., Room 213 

Fairbanks, Alaska 99701 
(907) 452-3421 

Fax(907)452-3426

M E M O R A N D U M

TO: All Legislators

FROM: Gary Wilken
Senator, West Fairbanks

T 'ATE: March 9,1998

RE: Alaska Student Loan Program

At my request, Ms. Diane Barrans, Executive Director, Alaska Commission on 
Postsecondary Education, has prepared a brief update on the general status of 
the Alaska Student Loan Program. This concise report is attached.

As indicated, the general financial condition of the Alaska Student Loan 
Program is improving. The Corporation's annual net losses continue to 
decline and the recovery rate on defaulted loans shows modest 
improvement. In addition, within the next few months the Commission 
will begin full implementation of several new collection tools authorized 
under SB 189, regarding the Alaska Student Loan Program.

I hope you find this summary informative as well as encouraging.

H o m e o f  (he
U n iv e rs ity  o f  A la s k a

mailto:Senntor_Gary_Wilken@legis.state.ak.us


i j  u " \ i  L b  l  "  j  ] j  \A / a !H * -  j  VH/ u  J “ \s | _ 3  /_ '- j rv^ I J  W I n i  TONY KNOWLES, GOVERNOR
I

!  3030 VINTAGE BLVD.
' JUNEAU, ALASKA 99801-7109

ALASKA COMM ISSION ON POSTSECONDARY EDUCATION  /  voice (800) 441-2962
In Juneau 465-6740

MEMORANDUM '  /  tdd  (907) 465-3143
  FAX (90 465-3293

TO:

FROM:

Senator Gary 
Alaska State

Diane Barranvraecutive Director
Alaska Commission on Postsecondary Education

DATE: February 25, 1998

SUBJECT: ASLP ‘Report Card’

Thank you for your request for an update on the general status of the Alaska Student 
Loan Program (ASLP). The continuing interest and strong support, of you and your 
fellow legislators, for this program is very much appreciated by both he Commission and 
the Alaska Student Loan Corporation.

The general financial condition of the ASLP, viewed prospectively, is quite encouraging. 
Managers are currently in the process of implementing many of the collection tools 
provided to the Commission in SB 189, passed last session. However, due to changes 
made to the program in the preceding sessions, there are already key indicators of 
positive improvement.

The Corporation’s annual net losses are continuing to decline, as reflected in our 
Audited Financial Statement:

ASLC Annual Net Losses

As of June 30: FY95 FY96 FY97

$ in Millions* $7.0 $2.7 $2.5

*rounded to nearest tenth

As we have discussed, the Corporation will continue to experiences losses, albeit in 
decreasing amounts, until a substantial number of older loans cycle out of the program 
portfolio. These are loans with forgiveness benefits, long interest-free periods, etc. 
representing losses which, along with default and loan cancellations (due to death, 
disability, etc.), have resulted in cumulative losses to the Corporation’s fund equity of 
almost $50 million over the past decade. With the exception of the interest-free in-school 
period, these provisions are no longer contained in Alaska Student Loans.



The second indicator, our recovery rate on defaulted loans, also shows modest 
improvement. When I first reported to you in May of last year, that rate was 
approximately 34% and has improved to approximately 40%. This recovery rate is an 
indicator of what percent of principal loaned to borrowers who default, is eventually 
collected. That improvement is primarily associated with Permanent Fund Dividend 
garnishments, a critical tool in recovering on defaulted loans. This improvement is 
especially encouraging when considering that within the next six to nine months we will 
have:

1) Expanded the occupational licensing leveraging (already used to collect 
approximately $250,000 on defaulted loan balances totaling $3.7 million);

2) Implemented wage garnishment in the public and private sectors in 
Alaska; and

3) Implemented credit assessment on applicants to eliminate borrowers with 
chronic bad credit indicators.

In the coming weeks, I will provide you with default information calculated by program 
and by institution participating in the program. I look forward to discussing this 
information with you at that time.

This session the Commission and Corporation have directed me to pursue some 
additional statutory changes with two primary objectives: I) insuring that sufficient 
funding is available to meet current loan demand; and, 2) make final (hopefully) changes 
to conditions and terms of the program that, based on recommendations of our financial 
advisors, complete the stabilization of this public fund.

As always, if there is additional information we can provide, you can reach me at 465- 
6740, or Mike Maher, Director of Student Financial Aid Programs at 465-6743.
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Senator Gaiy W ilken, Chairman State Capitol
Senator Loren Lem an, Vice Chairm an. \ I n r a g ^ f g j^ y  I Room 510
Senator Lyda Green Juneau, Alaska 99801
Senator Jerry Ward (907)465-3762
Senator Johnny Ellis Senate Committee on 

Health, Education and Social Services

SPONSOR STATEMENT 

Senate Bill 332

"A n Act au thorizing  the A laska S tudent Loan C orporation to set the am ount 
available from  the s tu d en t loan fund for studen t loan program s financed by 

the s tu d en t loan fund  and increasing the am ount of bonds that may be issued 
by the A laska S tuden t Loan Corporation w ith  legislative approval; 

and  providing for an effective date."

Senate Bill 332 increases the Alaska Student Loan Corporation's (ASLC) 
biennial revenue bond issuance limit from $125 million to $200 million. 
Passage of this legislation will reduce the Corporation's cost to issue its 
revenue bonds in 1998 by being able to consolidate its financing into one 
issue.

The $125 million biennial limit on issuance of new revenue bonds has been 
in effect since the Corporation was created in the late 1980's. In 1996, the 
Legislature increased the student loan limit to $ 8,500 for a full-time 
undergraduate student and $ 9,500 for a full-time graduate student. As a 
result, the annual student loan volume increased by more than 30%. This 
jump in volume is currently creating pressure on the existing bond cap. The 
increase in this limit will provide a comfortable financial margin for the 
Corporation and is designed to accommodate program growth in the years to 
come.

In addition, SB 332 allows the Corporation to set the amount of funding 
available for student loans each academic year. This added flexibility will 
allow the Corporation to better manage the loan fund and mitigate the effect 
of any anticipated funding shortfall.

I recom m end  passage of Senate Bill 332.

3/10/98
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D ia n e  B a r r a n s

E x e c u t iv e  O f f ic e r

Alaska Student Loan Corporation
3030 Vintage Bfvd
Juneau, AK 99801

D e a r  M s . B a m n s :

As the Corporation’s financial advisor we support the immediate passage of legislation 
which increases the Corporation's biennial revenue bond issuance limit from S125 million 
to $200 million. Passage of this legislation now will reduce the Corporation’s cost to issue 
its revenue bonds in 1998 by being able to consolidate 1998 financings in one issue.

The $125 million biennia] limit an issuance of new money revenue bonds has been in effect 
since the Corporation was created m the late 1980’s. In 1997 the legislature approved an 
increase to the annual limit that the Corporation could lend each student The 1997 change 
in loan limits increased annual loan demand from $55 million to $80 million. The increase 
in loan demand will require the Corporation’s annual debt issuance to exceed $65 million 
per year.

In 1997 the Corporation issued $75 million of hs revenue bonds. Plans for bond issuance 
in 1998 are not completed, but are expected to include $40-80 million of new money 
bonds and $40 million of refunding bonds. The refunding bonds are not subject to the 
biennia! limit, but must be completed by July 1, 1998. IFit is necessary to issue more than 
$50 million of new money bonds in 1998, the Corporation must sell two series of bonds, 
one that closes prior to July I, 1998 and includes the refunding issue and a second which 
doses after July 1, 1998 and includes the new money portion above $50 million. However, 
if the limit is not increased soon the Corporation may be severely limited in its ability to 
finance loan demand in 1999 and the future.

Increasing the biennial bond limit will allow the Corporation to consolidate its 1998 new 
money and refunding needs in a single issue, saying the Corporation approxinutdy 
$125,000 in issuance costs (rating, printing, bond counsel, and financial advisor).

The biennial revenue bond limit is not the Corporation’s only limit on debt issuance. The 
issuance of new money revenue bonds must also meet certain legal tests including a debt 
service coverage test which must be approved by the Corporation’s bond insurer, Arabac.
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