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F IS C A L  IN O I L
STATE OF ALASKA BILL NO. HB 407
1998 LEGISLATIVE SESSION

Revision Date (Note if correction) Dept. Affected Education
Title “An act relating to repayment of teacher scholarship loans.” BRU Alaska Commission on

Postsecondary Education_______
Component Student Loan Operations

Sponsor Rep. Davis
Requester HHESS Component Serial No. 213

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Personal Services 
Travel 
Contractual 
Supplies 

Equipment 
Land & Structures 

Grants & Claims 
Miscellaneous

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 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.Q 0.0 0.0 0.0

Estimate of any current year (FY98) cost: 

POSITIONS
Full-time

Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This legislation provides Teacher Scholarship Loan (TSL) borrowers forgiveness benefits if he/she meets all other 
eligibility requirements but is unable to teach in a rural area of Alaska due to a medical condition. The condition must 
have been diagnosed after the loan was received and only be treatable at facilities in urban Alaska.

Continued

Prepared by Mike Maher. Director of Student Loan Operations Phone 465-6743

Division Student Loan Opergrtions Date March 17. 1998

Approved by Executive Director: — -a-— ' /Diane Rarrans Date: March 17. 1998
Agency: Alaska Commission on Postsecondary Education_____________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office
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FISCA L NOTE
S T A T E  O F  A L A S K A

1998 L E G I S L A T I V E  S E S S I O N

B I L L  N O . HB 4 0 7

ANALYSIS: (Attach a separate page if necessary)

Because of the provision for up to 100% forgiveness on TSLs, the Alaska Student Loan Corporation must consider 
these loans, for financial reporting purposes, in a specific loss allowance. Therefore, assuming that the impacted 
borrowers would have otherwise met the forgiveness criteria, this change is not expected to have a fiscal impact.

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

H ouse Bill 407

"An Act relating to repayment of teacher scholarship loans”

The Teacher Scholarship Loan Program provides incentive to Alaska high school 
graduates to pursue teaching careers in rural Alaska elementary and secondary 
schools. Participants in the program are eligible to have their loan payments forgiven- 
either partially or in their entirety-based on the number of years they teach at a rural 
elementary or secondary school.

Sometimes, however, individuals are prevented from fulfilling the requirements to obtain 
payment forgiveness because of circumstances beyond their control. House Bill 407 
addresses this type of situation. It provides that an individual who, after participating in 
the loan program, is diagnosed with a medical condition for which treatment is available 
only in an urban area, may still qualify for loan payment forgiveness so long as that 
individual is teaching in an elementary or secondary school.

Provisions already exist for payment deferments and extensions because of hardship 
and total loan forgiveness because of total disability. Unfortunately, there are times 
when individuals who are able to continue working are not able to work in a rural area 
because of required medical treatment. They would like to fulfill the requirements by 
working in rural areas but, through no fault of their own, cannot. This legislation 
remedies this situation without damaging the integrity of the program.

HB407/SS/2 /18 /98
'Representing .7louse ‘District s 

Cooper Landing, funny River, '.Hope, ‘Moose Toss, Seward, Sterling, Soldblna

Represent at ive_Gaiy_D.ivis(ti)lcgi.s.state, ale. us
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SECTIONAL ANALYSIS 

H ouse Bill 407

Session: 
State Capitol 

Juneau, AK 99801 
907/465-2693 

Ix 907/465-3835 
800/463-2693

‘‘An Act relating to repayment of teacher scholarship loans"

Section 1: Adds a new subsection (f) to AS 14.43.640 Conditions of and
limitations on loans providing that an individual who, after participating in 
the loan program, is diagnosed with a medical condition for which 
treatment is available only in an urban area, may still qualify for loan 
payment forgiveness so long as that individual is teaching in an 
elementary or secondary school in the urban area.

HB407/SA/2/18/98

'Representing Mouse 'District S 
Cooper Landing, Tunny River, Slope, Moose Toss, Seward, Sterling, Sofdotna

RcpiTScnl.\tiv(,_G.iry_D,\vis((}|lcgi.s.si.\ti-..ik.iis



Gary Reed April 17, 1997
1120 Rezanof Dr.
Kodiak, Ak. 99615 
phone: 907-486-5375

Ladies and Gentlemen,
I am writing this letter to make you aware of a situation which exists and to make 

an appeal for your consideration,
In 1992, after carrying 3.87 grade point average throughout her high school 

career at Kodiak High School , my daughter, Lisa Reed, was awarded the Alaska 
State Teachers Scholarship program. She was elated. This was what she wanted to 
do and now she had the chance. She entered college that fall at the University of 
Alaska, Anchorage where she has pursued her degree in Education diligently 
majoring in history and drama She has maintained a very high grade point average 
throughout her college career and graduated with her degree this December. Now 
she is actively seeking employment with various school districts throughout the state.

Now here is where the problems begin: Upon acceptance of the Teachers 
Loan Program, one of the stipulations is that if you teach in a rural qualifying school 
the loan payback will be forgiven over time as you remain employed in a rural setting 
and that was totally acceptable to Lisa in fact she expressed excitement and joy in the 
thought of teaching in rural Alaska. However, in January of 1996, less than a year 
from graduation, she was diagnosed with a degenerative muscle disorder 
(Dermatomyositis) which is a very close relative to Muscular Dystrophy. She is doing 
very well and has a good and full life ahead cf her if she follows prescribed treatments 
and therapies. Lisa is fully functional and has no intention of letting this stop her from 
teaching. However, in order to stay on top of this she must visit her rheumatologist 
regularly and she attends physical therapy twice a week. The only place that she can 
receive adequate medical care in Alaska is in the Anchorage area which means that 
she must work and live in the Anchorage area. As you know, this does not qualify for 
the loan program forgiveness clause. For her to fly in to Anchorage for treatment from 
a village regularly would be impossible. So. with that said, I am appealing to you for 
some assistance in resolving this problem. Possibly by making some kind of an 
amenities for medical reasons or something of this nature in order to relieve the 
additional burden of the scholarship payback from her already burdened shoulders. 
Your expeditious response to this letter would be greatly appreciated. If you need 
more information or documentation please feel free to contact either myself at the 
above address or you may contact Lisa direct at,

Lisa Reed
1470 Northview, #K2 
Anchorage, Ak. 99504 
phone: 907-333-4653

Thank you very much.



May 8, 1997

Gary L. Reed 
1120 Rezanof Dr.
Kodiak, Ak. 99615

phone: 907-486-5375

Dear Senator Mackie,

I recently sent the attached letter to the director of the Alaska State Teachers 

Scholarship Loan Program. In response I received the state form which is also 

enclosed.

I am writing you because this form really does not address the problem. This 

form is for people who are disabled to the point that they can not work. This is not the 

case in my daughters situation. Yes, she has a progressively debilitating disease 

which will eventually cause her to quit working, however, for now, she is bound and 

determined to not let this disease beat her. She is mobile, and has the endurance to 

function perfectly fine in a teaching situation. Tf * problem is that in order to qualify for 

the loan forgiveness clause she has to work in qualifying bush school. This disease 

requires her to be in or around Anchorage in order to receive medical attention about 

every three weeks and physical therapy twice a week regularly.

Due to the fact that she engaged in this contract in good faith with full intention 

of fulfilling it, and wasn’t diagnosed with Dermatomyositis until the last year of her 

college career I am seeking help in making the years that she can fulfill her dream of 

being a teacher the least stressful as possible. (Stress is a major factor in the speed of 

the progression of this disease). She would have been perfectly willing to teach in a 

bush school but because she has to remain close to medical attention by specialists in 

this field she must stay close to Anchorage. She has a letter written and signed by her 

doctor, if you need it, stating the debilitating effects of this disease and a 

recommendation for disability but she won't hear of that. I would greatly appreciate 

you assistance in helping me secure a special forgiveness in order to make her life a 

little more pleasant and less stressful.

Thank you very much for your time and attention.

Sincerely,

Gary L. Reed
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Ms. Shirley Holloway, Ph.D,
Commissioner 
Department of Education 
801 W. 10th Street, Suite 2.00 
Juneau, Alaska 99801*1894 
FAX: 485*4156

Dear Commissioner Holloway:

I have enclosed a letter from one of my constituents, Mr. Gary Reed, requesting 
assistance in his daughter's unique situation regarding the Alaska Slate 
Teacher's Scholarship Loan Program.

The daughter, Ms. Lisa Reed, 1470 Northview, #K2, .Anchorage, Alaska 99504, 
was awarded this scholarship program in 1992. Lisa successfully completed her 
Education degree this last year, utilizing a five year Teacher’s Loan, and was 
completely prepared and looking forward to beginning a teaching career in rural 
Alaska.

In January of 1996, less than a year before graduation, Lisa began to experience 
health problems and was subsequently diagnosed with an extremely rare, but 
progressively debilitating muscle disorder, "derm atomy os itis", a dose relative to 
Muscular Dystrophy. Because stress is a heavy mobilizer to this disorder, I would 
like to assist her family in providing a quick remedy to this dilemma,

Ms. Reed's medical treatment requires visits to her rheumatologist regularly and 
physical therapy treatments twice a week; Anchorage is currently the noly place 
in Alaska where she can receive this care. Unfortunately, tliis situation docs not 
extable her to qualify for the loan program forgiveness clause.

Is there any way to alleviate the burden placed on this young, capable woman 
with the potential to contribute to the children in Alaska as she begins her caxeer 
in education? I would certainly appreciate any assistance you could offer in



finding a reasonable solution as quickly as possible because of medical 
complications which are directly impacted by stress.

Commissioner, Lisa needs our assistance in beating this progressively 
debilitating disease. If necessary, upon your recommendations, I am willing to 
look into statute changes as a remedy to this situation. If there is any way to 
address this through the regulatory process or another alternative, that would 
certainly be in everyone's best interests.

Thank you for your time and attention to this matter. I know that Lisa has it in 
her heart to educate Alaska's children for as long as she is medically possible and 
that our assistance will provide her with the ability to have a productive, 
independent and successful educational career in Alaska. Best wishes to you for 
a productive and healthy summer.

Enclosure

cc Diane Barrens, Exec. Director, Postsecondary Education Commission 3030 
Vintage Boulevard, Juneau, Ak. 99801-7109 FAX; 465-3293 
Lisa Reed, 1470 Northview, #K2, Anchorage, Ak. 99504 
Mr. Gary Reed, 1320 Re2 anof Drive, Kodiak, Ak. 99615

/dtoTjeny Mackie 
aska State legislature
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Senator Jerry Mackie 
Alaska State Senate 
State Capitol 
Juneau. AK 99801

Dear Senator Mackie.

I am writing in response to your letter o f May 14. 1997. regarding the status o f Ms. Lisa 
Reed’s Alaska Teacher Scholarship Loan (TSL) Program.

Unfortunately, there are very few options currently available to offer relief to Ms. Reed 
relative to the financial obligation o f her TSL. The statutes which govern this program 
specifically limit the conditions during which a borrower may cease making payments 
(See AS l-L43.120(kn. Nor do the TSL statutes (AS 14.43.600 - .700) provide for 
forgiveness benefits to borrowers who are unable to secure qualifying employment or. as 
in this case, are prevented from even residing in a rural area. By regulation, the 
Commission has extended the option, in the e\ent of total and permanent disability, to 
actual cancellation o f the debt after a period of deferment.

I certainly understand your concern for this constituent given her unusual circumstances 
and I am certainly prepared to work with you in developing a legislative remedy.

At this time. Ms. Reed may want to explore seeking reduced payments if  she finds that 
current demands on her finances make it impossible for her to make payments as 
scheduled. If she is unable to secure a teaching position and finds herself unemployed 
there is also a deferment option available for that situation.

1 regret that I am unable to offer another remedy at this time.

Sincerelv.

Diane Barrans 
Executive Director

Cc: Ms. Lisa Reed
Mr. Gary Reed
Commissioner Shirley Holloway
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June 4, 1997

Gary Reed 
1120 Rezanof Drive 
Kodiak, AK 99615

Dear Mr. Reed:

RE: Lisa Reed

Account Number: 506-96-7082

Q o ' F  Z C / 2 ,

I) 4 j c

~2LZ~

This letter is in response to your letter received in our office on April 21,1997, regarding 
forgiveness benefits on your daughters Alaska Student Loan. I apologize for the delayed 
response.

The regulations governing the Alaska Teacher Scholarship Program states 20 AAC 15.250 (a) 
to qualify for to have a portion of a loan be paid by the state as a forgiveness benefit under AS 
14.43.640(b), a borrower must under item (2) show  proof o f employment as a teacher in a rural 
elementary or secondary school, as defined in AS 14.43.700; “rural" m eans a com mun ity  with a 
population of 5,500 or less that is not connected by road or rail to Anchorage o f Fa irbanks or 
with a population of 1,500 or less that is connected by road or rail to Anchorage or Fairbanks.

Based on the above regulation, I can find no basis to approve your appeal. Your appeal is 
denied.

This is the commissions final decision on this issue unless you decide to appeal to the 
executive director under 20 AAC 15.915(c). In order to appeal this decision, you must write the 
executive director a letter that clearly states all your objections to this decision and any 
justification for the result you are requesting. Your appeal letter must be postmarked within 40 
days after the date of this letter. You have the burden to prove by a preponderance of the 
evidence that you are entitled to the results you are requesting under the statues and 
regulations governing the Alaska Student Loan Program.

Sincerely,

Johanna S. Keys 
Customer Service Officer

cc: Lisa Reed


