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March 14.2012

The Honorable Alan Dick. Chair 
House Education Committee 
Alaska State Legislature 
State Capitol Room 106 
Juneau AK. 99801

Dear Representative Dick:

The following information is provided in response to requests made at the March 5. 2012 meeting 
o f  the House Education Committee regarding HB272.

1) The curren t default ra te  (and any supporting documents/graphs) for all loan programs.

The Commission calculates annual cohort default rates based on the ratio of loans that entered 
repayment between January T‘ and December 3Hl of the cohort year, and were greater than six months in 
arrears at the end o f the first 12 months o f repayment.

The Commission publishes the alternative loan default rates in two modes:

1. Institutional Rate: Rate o f default on Alaska Supplemental, Alaska Student and Teacher Education 
Loans at institutions administering education loan programs on behalf o f Alaska students.

2. Program Rate: Rate of default by specified loan program.

Institu tional C ohort D efault Rate (CDR)

Institution
Location 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000

Alaska 8.13% 6.88% 5.34% 5.29% 5.30% 5.60% 6.30% 6.10% 5.10% 4.90% 8.40%

Out-of-State 6.96% 4.90% 3.45% 3.93% 3.50% 4.00% 4.10% 3.40% 2.50% 4.80% 5.90%

Combined
Rate 7.69% 6.08% 4.56% 4.68% 4.50% 4.70'% 4.90% 4.60% 3.60% 4.80% 7.20%
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Representative Alan Dick
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P ro g ra m  C o h o rt D efau lt R a te

Program
2010 2009 2008 2007

Alaska Supplemental Education Loan 7.68% 6.04% 4.63% 4.85%

Alaska Student Loan 13.57% 8.48% 6.76% 2.97%

Family Education Loan 2.10% 0.00% 0.42% 1.40%

Teacher Education Loan 4.56% 3.01% 3.56% 2.72%

Winn Brindle Education Loan 4.54% 15.33% 0.00% 0.54%

Alternative Loan Consolidation 0.00% 0.00% 0.44% 0.00%

A S L C  F ed era l C oh ort D efa u lt R a te

2009 2008 2007

7.8% 5.1% 7.0%

Institutional Cohort Default Rates

Alaska
Institution
Rate

Out-of-State
Institution
Rate

Com bined 
Cohort 
Default Rate

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

2) Will HB 272 have an effect on the default rate?

It is un likely  tha t a  po ten tia l to  earn  a 3%  cost reduction  w ill im pact a b o rro w e r 's  likelihood  o f 
defau lt. In the C o m m iss io n ’s experience, borrow ers typ ically  defau lt 1) due to failure to  m anage their
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loans, including failure to apply for deferments or other repayment options which would allow them to 
avoid default without having to make payments, or 2) because they lack an ability to repay due to over 
borrowing relative to their income potential (resulting from one or both of the following-failure to 
achieve an occupational/professional credential and/or incurring high levels of education/non-education 
debt due to lifestyle choices). Generally, regardless of the underlying reasons for the lack of capacity to 
pay as agreed, borrowers fail to be influenced or motivated by the consequences of delinquency or 
default, so it seems reasonable to conclude that the default rate would not be materially impacted by this 
new potential benefit.

3 ) P e rc e n t  o f s tu d e n ts  w h o  a re  c o m p le tin g  w ith in  150%  o f tim e?

According to NCHEMS (higheredinfo.org), rates of completion within 150% of expected time in 
2009 (most recent year available) for first-time, full-time freshmen are:____

Representative Alan Dick
March 14 ,2012

Alaska
Rate

US Rate

Three-year rate for associate degree 
completers

13.3% 29.2%

Six-year rate for baccalaureate students 26.9% 55.5%

Specific to the University o f Alaska, rates for 2008 cohorts (most recent available) are:
Two-Year Prourams

For full-time, first-time freshmen entering UA two-year certificate or associate programs in fall
2008:
28.9 percent o f certificate degree seekers earned the degree in 3 years by FY11 and 
8.3 percent associate degree seekers earned the degree within 3 years by FY11.

For all two-year public institutions, about 21 percent o f all associate and certificate degree seekers 
complete the degree within 3 years.

Four-Year Programs
For full-time, first-time freshmen entering UA four-year baccalaureate programs in fall 2005:

28.9 percent earned a baccalaureate degree in 6 years by FY11.

For all four-year public, open admission institutions, 31 percent of baccalaureate degree-seeking 
students complete the degree within 6 years.

4) H o w  w o u ld  th e  p ro v is io n  re g a rd in g  no  p r in c ip a l re d u c tio n s  fo r  loan s o th e rw ise  e lig ib le  to  b e  re p a id  
o r  fo rg iv e n  bv th e  s ta te  (1 4 .4 3 .1 2 3 (a)(4 ) o p e ra te  re la tiv e  to th e  p ro v is io n  th a t  th e  p r in c ip a l 
r e d u c t io n  w o u ld  be p ro v id e d  in a d d itio n  to an y  o th e r  re d u c tio n  o f  p r in c ip a l o r  in te re s t 
(1 4 .4 3 .1 2 3 (c )?

It is my understanding that the bill's sponsor seeks to exclude from this new benefit any loans for 
which the borrower can qualify for full forgiveness or repayment by the state. For example, if the state 
establishes a program wherein a borrower could perform in an occupation or profession in Alaska and in 
return the state would repay all of their state education loans, borrowers participating in that program
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w ould  not qualify  for this p rincipal reduction  in addition to th e ir loan repaym ent benefit. In the latter 
p rov ision , the bill w ould  allow  o therw ise-elig ib le  borrow ers w ho m ay qualify  fo r a borrow er benefit 
p rov ided  by the A laska  S tuden t Loan C orporation , such as the recurring w eb-pay  benefit, w hereby 
borrow ers w ho m ake the ir loan repaym ent e lectronically  receive  a .25 interest ra te  reduction , to  receive 
the p rin c ip a l reduction  in addition to the w eb-pay benefit.

5) How would the annual appropriation process, by which the principal reduction would be funded, 
w ork?

W hile an  app licab le  business p rocess has yet to  be developed , conceptually , in  O ctober o f  each 
year th e  C om m ission  w ould  engage w ith a th ird-party  agg regato r o f  degree com pletion  in form ation  to 
d e te rm in e  w hich  borrow ers, w ith  loans in repaym ent, w ere show n to have received  a postsecondary  
creden tia l. B ased upon  the  ou tstand ing  balance o f  loans held by those borrow ers, the pro jected  cost o f  a 
three p ercen t p rinc ipal reduction  w ould  be developed for the pu rpose  o f  p rov id ing  tha t co st figure to  the 
leg isla tu re . T he C om m ission  w ould  contact po ten tia lly -e lig ib le  borrow ers to advise  them  o f  the potential 
b en efit availab le  to them  upon application  and docum enta tion  o f  the ir elig ib ility . In D ecem ber o f  the 
su b seq u en t year, bo rrow ers de term ined  to have m eet all e lig ib ility  crite ria  for tha t year end ing  w m ild, 
sub jec t to the adeq u acy  o f  the appropria tion , receive a cred it up  to three p ercen t o f  their ou tstand ing  
p rin c ip a l balance.

I hope th is in form ation  is responsive to your m em b ers’ inquiries and I look  fo rw ard  to m aking 
m y s e lf  availab le  to them  for further d iscussion  o f  HB 272.

Sincerely ,
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Annette Kreitzer

Cc:
Subject:
Attachments:

From:
Sent:
To:

T o b y  S m ith
T uesday , M arch  06, 2012 1:40 PM
Rep. P eggy W ilso n ; Rep. S co tt K aw asak i; Rep. E ric  Fe ige; Rep. Lance  Pruitt; Rep. Paul
S eaton ; Rep. A lan  Dick; Rep. S haron  C issna
A n n e tte  K re itze r; Rep. Les G ara
E xp lana tion  o f S ection  2 o f C S S S H B  272
CS fo r  2nd  S S H B  272  - S ta tu tes  lis ted und e r S ection  2 .p d f

D e a r R e p re s e n ta tiv e  W ils o n  and  E d uca tion  C o m m itte e  m e m b e rs -

In re sp o nse  to  Rep. W ils o n 's  q u e s tio n  a b o u t S ection  2 o f  HB 272 ( th e  R V e rs io n  o f  th e  s tu d e n t loan  re d u c tio n  b ill), 
a tta c h e d  is a lis t o f  th e  s ta tu te s  in th a t  se c tio n . The s ta tu te s  th a t  a re  lis te d  in S ection  2 p e rta in  to  loan  issues such as 
d e fa u lt ,  c o n s o lid a t io n , e lig ib il i ty , e tc . The p u rp o se  o f  S ection  2 is to  in c lu d e  HB 272  w ith in  th e  lis t o f  e x is tin g  s ta tu te s  so 
th a t  th e  re d u c tio n  in p r in c ip a l u n d e r HB 272  w il l  be e ffe c tiv e  u n d e r th o s e  s ta tu te s . U n d e r HB 272, b o rro w e rs  w ill n o t be 
e lig ib le  fo r  a re d u c tio n  in p r in c ip a l i f  th e y  a re  in d e fa u lt, and S ection  2 he lps  to  c la r ify  th a t.

P lease le t us k n o w  i f  yo u  have a d d it io n a l q ue s tion s .

T o b y  S m ith
Leg is la tive  A ide  fo r  R e p re se n ta tive  Les Gara 
(9 07 ) 4 6 5 -2 6 4 7

From: T o b y  Sm ith
Sent: T u esd a y , M arch 06, 2012  11 :15  AM 
To: Rep. Peggy W ilson
Cc: A n n e tte  K re itze r; Rep. Les G ara; B arrans, D iane M (ACPE) (d iane.barrans(a>a laska.qov1 
Subject: L is t o f  S ta tu tes  in S ection 2 o f  CSSSHB 272

D e a r R e p re s e n ta tiv e  W ilso n -

In response  to  y o u r  q u e s tio n  y e s te rd a y  m o rn in g  in th e  House E duca tion  c o m m itte e  re g a rd in g  th e  s ta tu te s  th a t  S ection  2 
re fe rs  to  w ith in  th e  CS fo r  th e  2 nd S p on so r S u b s titu te  fo r  HB 272 ( lo w e r in g  o f  s tu d e n t loan  p r in c ip a l b ill) , a tta c h e d  is a lis t 
o f  th e  s ta tu te  t i t le s  a long  w ith  th e  s ta tu te s  th e m se lves . Please le t us k n o w  i f  you  w o u ld  like  a d d itio n a l c la r if ic a tio n  o r 
h ave  a d d it io n a l q u e s tio n s  a b o u t th e  s ta tu te s  o r  th e  b ill itse lf.

T h a n k  y o u  v e ry  m uch .

T o b y  S m ith
Leg is la tive  A id e  fo r  R e p re se n ta tive  Les Gara 
S ta te  C a p ito l, R oom  500  
Juneau, AK 998 0 1  
(9 07 ) 4 6 5 -2 6 4 7
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M E M O

Com mittee Substitute for 2nd Sponsor Substitute for House Bill 272 

List o f Statutes included in Section 2

Section 2 AS 14.43.171 is am ended to  read:

Sec. 14.43.171. Applicability o f other laws. The provisions o f AS.14.43 .120(d)(4), 14.43.122, 
14.43.123. 14.43.135, 14.43.140, 1 4 .4 3 .1 4 5 -1 4 .4 3 .1 6 0 ,1 4 .4 3 .1 6 4 ,1 4 .4 3 .1 6 6 , and 14.43.168 app ly  to  
th e  loans made unde r AS 14.43.170 -  14.43.175 as if th e  loans w ere  made under those  applicable 
provis ions.

Statute Titles:

Sec. 14.43.120(d)(4). C onditions o f loans.

Sec. 14 .43.122. Conso lidation  of loans.

Sec. 14.43.135. D iscrim ination  prohib ited.

Sec. 14 .43.140. Enforceab ility  of certa in contracts with m inors.

Sec. 14 .43.145. Default.

Sec. 14.43.147. O rder to w ithhold and deliver.

Sec. 14.43.148. Nonrenewal of license.

Sec. 14.43.149. Lien.

Sec. 14.43.150. O rder to assign wages fo r defaulted loan.

Sec. 14.43.151. Au tho rity  and procedure to adm in istra tive ly  establish and enforce a co llection order.

Sec. 14.43.152. In itiation of adm in istra tive  action to establish a co llection order; required notice.

Sec. 14.43.153. Hearings in adm in istra tive  action to establish a co llection order; burden of proof.

Sec. 14.43.154. Co llection orders as judgm ents.

Sec. 14.43.155. Nature of remedies.

Sec. 14.43.160. Definitions.

Sec. 14.43.164. Use o f loan.

Sec. 14 .43.166. Repaym ent o f loans.



Sec. 14.43.168. Default.

Sec. 14.43.170. Creation; purpose.

Sec. 14.43.171. App licab ility  o f o ther laws.

Sec. 14.43.172. Elig ib ility.

Sec. 14.43.173. Loan award m axim um s; use o f loan award

Sec. 14.43.174. Interest.

Sec. 14.43.175. Repaym ent of loans.

Full Statutes:

Sec. 14.43.120. C on d itio ns  o f  loans.

(d) Education loans may not be m ade to a student

(4) to attend an institution if the tota l am ount of education loans made to students to attend that institution 

exceeds $100 ,000  and the defau lt rate on those loans is (A) greater than 20 percent but less than 25 

percent, and the institution is unable to reduce its defau lt rate within 24 m onths a fter the rate 

determ ination; or (B) equal to or g reater than 25 percent fo r two consecutive ca lendar years; for purposes 

of th is paragraph, the defau lt rate shall be determ ined by the com m ission for each annual group of loans 

required to be repaid under (g) o f th is section on or a fte r Ju ly  1, 1996; if an education loan is refused based 

on the p rov isions of th is paragraph and, under a subsequent defau lt rate determ ination, an institu tion 's 

defau lt rate does not exceed the lim its established under th is paragraph, the com m ission m ay not refuse to 

issue an education loan to attend tha t institution based on the provisions of th is paragraph.

Sec. 14.43.122. Consolidation of loans.

(a) The com m ission m ay offer

(1) a borrow er who has received more than one education loan the option of consolidating the m ultip le loans 

in to a sing le  loan; or

(2) to conso lidate education loans made to married borrowers if the m arried borrowers agree to be jo in tly  

and severa lly  liab le for repaym ent of the consolidated loan, regard less of the borrowers' fu ture marital 

sta tus or the death of one of the borrowers.

(b) [Repealed, Sec. 31 ch 63 SLA 2004],



Sec. 14.43.135. Discrim ination prohibited.

The program s estab lished under th is chapter shall be carried out w ithout regard to the app licant's or 

partic ipan t's race, creed, sex, color, ancestry, national orig in, or m em bership in fraterna l or political 

organ izations.

Sec. 14.43.140. Enforceability of certain contracts with minors.

A written ob ligation entered into by a m inor a t least 16 years o f age, evidencing a loan o r other assistance 

received by the m inor from  any person for the purpose o f furthering the m inor's education in a career 

education program  or an institution o f higher learn ing, is enforceable aga inst the m inor with the sam e effect 

as if the m inor were, a t the tim e of its execution, 18 years o f age, if the person making the loan has before 

m aking the loan a certification from  the institution tha t the m inor is enrolled in the institution o r has been 

accepted fo r enro llm ent.

Sec. 14.43.145. Default.

(a) For the purposes of th is chapter, a loan is in defau lt a fte r a loan paym ent has become 180 or more days 

past due or, for a loan under AS 14.43.161 - 14.43.168 or 14.43.170 - 14.43.175, the defau lt requ irem ents 

estab lished by the  com m ission have been met. Upon default,

(1) repaym ent o f the rem ain ing balance is accelerated and due;

(2) the com m ission m ay take the borrower's perm anent fund dividend under AS 43 .2 3 .0 67 :

(3) the com m ission m ay issue an o rder to w ithhold and de live r under AS  14 .43 .147 :

(4) the com m ission  m ay provide notice of the defau lt to a licensing en tity  fo r nonrenewal o f the license 

under AS 14 .43 .148 :

(5) the com m ission m ay record the lien created under AS 14 .43 .149 : and

(6) the com m ission m ay estab lish an adm in istrative co llection order under AS  14.43.151 - 14.43.155.

(b) The com m ission shall notify the borrower of the defau lt, and the consequences of defau lt im posed under

(a) o f th is section, by m ailing a notice to the borrower's m ost recent address provided to the com m ission by 

the borrow er or obtained by the com m ission.

(c) A  borrower m ay appeal a notice of default by filing a sta tem ent with the executive director, w ithin 30 

days a fte r the date of the notice, requesting that the loan sta tus be reviewed. AS 44.62 (Adm in istrative 

Procedure Act) does not apply to the review of defau lt under th is section. The borrower has the burden to 

show that, a t the tim e o f the notice of default, (1) no loan paym ent was more than 180 days past due or, 

for a loan under AS 14.43.161 - 14.43.168 or 14.43.170 - 14.43.175, the defau lt requ irem ents established 

by the com m ission had not yet been met; or (2) that the borrower entered into, and was in com pliance with, 

a defau lt forbearance agreem ent with the com m ission. W ithin 40 days a fte r receiv ing a written request for



review , the  d irector shall inform  the borrower in w riting of the execu tive  d irector's decision. The decision of 

the execu tive  d irector is a final decision that m ay be appealed to the superior court under the A laska Rules 

of Appe lla te  Procedure.

Sec. 14.43.147. Order to withhold and deliver.

(a) Th irty  days a fte r the date a notice o f default under AS 14 .43 .145(b) is m ailed or the date o f the decision 

of the execu tive  d irector under AS 14 .43 .145(c). w h ichever is later, the com m ission m ay issue an order to 

w ithhold and de live r property to a person, or agency or political subdivis ion of the state, who the 

com m ission  has reason to believe possesses property due, ow ing, o r belonging to the borrower.

(b) The o rder to w ithhold and de live r shall be served persona lly  or by certified mail, return receipt 

requested, upon the person, or agency o r political subdivision o f the state, possessing the property. The 

order m ust state the am ount of the borrower's liab ility and include notice of the term s of this section. All 

real and personal property, including earnings, tha t are due, ow ing, or belonging to the borrower are subject 

to  an o rder to w ithhold and deliver.

(c) A person, o r agency or political subdivision of the state, served with an o rder to w ithhold and deliver, is 

required to  m ake true answ ers under oath and in writing to inquiries conta ined in the order w ithin three 

w eeks a fte r serv ice o f the o rder and to all inquiries subsequently made.

(d) Upon receipt o f the order, the person, or agency or political subdivis ion of the state, shall im m ediate ly 

w ithhold property due, ow ing, or belonging to the borrower and shall de live r the property to the com m ission 

a fte r th ree weeks have exp ired from  the date o f the serv ice of the order. Money shall be delivered by 

rem ittance payable to  the o rder of the com m ission.

(e) An em p loyer shall w ithhold the earn ings of a borrower subject to an order a t each succeeding interval o f 

paym ent until the entire  am ount o f the debt stated in the o rder has been w ithheld. An em p loyer may, for 

each paym ent m ade under an o rder to w ithhold and deliver, deduct $5 from  other wages o r sa la ry  owed to 

the borrower.

(f) If a borrower who is subject to an order te rm inates em ploym ent, the em p loyer shall prom ptly notify the 

com m ission and provide the borrower's last known home address and the nam e and address of the 

borrow er's new em ployer, if known. The em ployer shall keep a record o f the order fo r two years a fte r the 

borrower te rm ina tes em ploym ent. If the em ployer reem ploys the borrower w ithin tha t tw o -year period, the 

em p loyer shall im m ed ia te ly  re im p lem ent the order unless the em p loyer has received notice of satisfaction 

under (j) o f th is section.

(g) An em p loyer m ay not d ischarge, discip line, or refuse to em ploy a borrower on the basis of an order 

issued under th is section. A person who violates th is subsection or a regulation adopted to im plem ent it is 

liab le fo r a civil penalty o f not m ore than $10,000. The em ployee may seek restitution or re instatem ent from  

the em ployer.



(h) A person, o r agency o r political subdivision o f the state, who com plies with an order to w ithhold and 

de live r tha t is regu lar on its face is not subject to civil liab ility to an indiv idual or agency for conduct in 

com pliance w ith the notice. A state agency that com plies with an order to w ithhold and de liver tha t is 

regu lar on its face is not required to pay interest under AS 37.05.285 for fa ilure to  m ake tim ely paym ent to 

the borrower.

(i) An o rder to w ithhold and de live r under th is section is subject to the exem ptions under AS 09 .3 8 .

(j) Upon satisfaction  of a loan obligation, the com m ission shall, within 15 working days, notify ail persons 

served with an o rder under th is section that the order is no longer in force. If the com m ission receives 

m oney under an o rder a fter satisfaction  o f the loan, the com m ission shall within 15 working days return the 

overpaym ent to the borrower. If the com m ission fails to return an overpaym ent as required under th is 

subsection, the com m ission is liable to the borrower fo r the am ount of the overpaym ent, plus legal interest 

under AS 45 .4 5 .0 10 .

(k) If a person, or agency o r political subdivision of the state, know ingly fa ils to m ake an answ er to an order 

under th is section w ithin the tim e prescribed, o r know ingly fa ils to honor an o rder under th is section, the 

person, o r agency o r political subdivis ion of the state, is liab le to the com m ission in an am ount equal to 100 

percent o f the am ount that is the basis o f the order, together with costs, in terest, and reasonable attorney 

fees. In th is  subsection, "know ingly" has the m eaning given in AS 11 .81 .900 .

(I) A borrow er against whom an order has been served under th is section may apply for re lief to the superior 

court.

Sec. 14.43.148. Nonrenewal of license.

(a) Notw ithstanding any other provision o f law, a licensing en tity  may not renew a license issued to a 

borrow er if the licensing en tity  has received notice from  the com m ission that the licensee is in defau lt on a 

loan made by the com m ission . If the licensee has appealed the determ ination of defau lt status, the 

com m ission  shall notify the licensing entity and renewal may not be denied under th is section unless and 

until the appeal has been concluded and the defau lt status affirm ed. Unless a tem porary license is issued 

under (c) o f th is section, the denial o f renewal is effective at the beginning of that renewal period. Denial of 

renewal o f a license shall continue until the licensing entity receives notice of a re lease from  the 

com m ission . If a license is denied under this section, the licensing entity shall refund the renewal fee less 

the tem porary  license fee, if any.

(b) The licensing entity shall provide written notice of the denial of renewal of the license by g iv ing written 

notice to the licensee o r sending the notice to the licensee's last known m ailing address on file  with the 

licensing entity . The licensing agency shall include with the notice a form  to request review  under (d) o f this 

section; the form  m ust include the com m ission 's address and telephone number. The notice m ust inform  the 

licensee of the tem porary  license granted under (c) o f th is section if the applicant is o therw ise elig ib le and 

that, upon exp iration  o f that tim e period, renewal of the license will be denied unless the licensing entity 

rece ives a notice o f re lease under (f) o f th is section from  the com m ission.



(c) A licensing en tity  shall issue a tem porary license valid fo r the first 150 days of the renewal period to a 

licensee whose license renewal is denied under th is section if the licensee is o therw ise elig ib le for renewal. 

Only one tem porary  license m ay be issued during a renewal period. The licensing entity shall adopt by 

regulation a fee fo r issuance of a tem porary license under th is section; the am ount of the fee shall be set so 

tha t the fees co llected under th is section, to the extent reasonable, cover the costs of im plem enting and 

adm in istering  th is section.

(d) W ithin 30 days a fte r receiv ing the notice under (b) o f th is section, the licensee may request review  by 

the com m ission. AS 44.62 (Adm in istrative  Procedure Act) does not app ly to the denial o f renewal of a 

license under th is section. W ithin 30 days after receiving a written request fo r review, the executive director 

shall inform  the app lican t in w riting o f the executive d irector's  findings. The executive d irector's finding is a 

final decision that m ay be appealed to the superior court under the A laska Rules of Appe lla te Procedure.

(e) For the purpose of review  under (d) o f this section, the licensee has the burden to show that

(1) the com m ission has not sent a notice of defau lt in com pliance with AS 14 .43 .145 fbf:

(2) the notice of defau lt has been rescinded a fter review under AS 14 .43 .145(c): or

(3) the licensee has met the requ irem ents of (f) of th is section.

(f) The com m ission shall p rovide a notice of re lease to the licensing entity if the licensee

(1) pays all costs o f collection and the interest and principal that would have been due if the loan had not 

been accelerated; o r

(2) has negotiated a paym ent schedule with the com m ission a fte r the loan is in defau lt and has made 

com plete and tim e ly  paym ents under the negotiated agreem ent fo r the four m ost recent and consecutive 

months.

(g) Notw ithstand ing (a) of th is section, the denial of renewal of a teacher's certificate is effective not sooner 

than the end o f the contract year a fte r the com m ission has notified the teacher o f the defau lt status of the 

loan as provided under AS  14 .43 .145 .

(h) In th is section,

(1) "license"

(A) m eans, except as provided in (B) o f th is paragraph, a license, certificate, perm it, reg istration, o r other 

authorization  that, at the tim e o f issuance, will be valid fo r more than 150 days and that may be acquired 

from  a sta te  agency to perform  an occupation, including the follow ing:

(i) license relating to  boxing or w restling under AS 05 .1 0 :

(ii) authorization  to perform  an occupation regulated under AS 0 8 :



(iii) teache r certificate under AS 14 .20 :

(iv) authorization  under AS  18.08 to perform em ergency m edical services;

(v) asbestos w orker certification  under AS 18 .31:

(vi) bo iler operato r's license under AS  18 .60 .395 :

(vii) certifica te  of fitness under AS  18 .62 :

(v iii) hazardous painting certification under AS 18 .63 :

(ix) certification  as a m unicipal correctional, correctiona l, probation, o r parole officer under AS 18 .65 .245 :

(x) security  guard license under AS 18.65.400 - 18.65.490;

(xi) license relating to insurance under AS 21 .27 :

(x ii) em p loym ent agency perm it under AS 23.15.330 - 23.15.520;

(x iii) reg istration  as a broker-dealer, an agent, a state investm ent adviser, o r an investm ent adviser 

representative  under AS 45 .5 5 .0 30 :

(x iv) certification  as a pesticide app lica to r under AS 46 .0 3 .3 20 :

(xv) certification  as a storage tank w orker or contractor under AS 46 .0 3 .3 75 :

(xvi) certification  as a w ater and w astewater works operator under AS 46 .3 0 : and 

(B) does not include

(1) a com m ercia l fish ing license under AS 16 .05 .480 . including a crew m em ber fish ing license;

(ii) a vesse l license issued under AS 16.05.490 o r 16.05.530;

(iii) [Repealed, Sec. 43 ch 57 SLA 2005],

(iv) a business license issued under AS 43 .7 0 :

(v) an en try  perm it o r in terim -use perm it issued under AS  16 .43 : or

(vi) a d rive r's  license issued under AS 28 .15 :

(2) "licensee" m eans a person holding a license o r apply ing to renew a license;

(3) "licensing en tity" m eans the state agency tha t issues or renews a license; in the case o f a license issued 

o r renewed by the Departm ent of Commerce, Com m unity, and Econom ic Developm ent a fte r an applicant's



qualifications are determined by another agency, "licensing entity" means the Department of Commerce, 

Community, and Economic Development.

Sec. 1 4 .4 3 .1 4 9 . Lien.

(a) The amount owing on a loan that is in default under this chapter, including principal, interest, and 

collection costs, is a lien upon all property and right to property, real or personal, belonging to the borrower. 

The lien arises at the time that the commission mails or otherwise delivers a notice of default under AS 

14.43.145fbt and continues until the balance of the loan, including principal, interest, and collection costs, is 

paid in full.

(b) A lien created under (a) of this section is

(1) not valid against a mortgagee or other lienholder, pledgee, purchaser, or judgment creditor until notice 

of the lien is recorded in the records of the recording district where the property subject to the lien is 

situated; and

(2) subject to AS 40.19.040fd).

Sec. 1 4 .4 3 .1 5 0 . O rd er to  assign w ag es  fo r d e fau lted  loan.

(a) In a court proceeding regarding a defaulted loan under this chapter in which the court has entered 

judgment in favor of the commission, the court may, on its own motion or motion of the commission, after 

notice and an opportunity for hearing, order the loan recipient to assign to the commission that portion of 

salary or wages due the loan recipient currently and in the future in an amount sufficient to pay the amount 

ordered by the court to be repaid to the commission.

(b) The order of assignment is binding upon an employer upon service of a copy of the order upon the 

employer and until further order of the court or until the employment of the obligee is terminated. The 

employer may, for each payment made under the order, deduct $1 from other wages or salary owed to the 

employee.

(c) An employer may not terminate an employee's employment because wages of the employee are subject 

to an order under this section.

(d) An assignment of wages authorized under this section that is made under court order has priority as 

against an attachment, execution, or other assignment, except for an assignment for payment of child 

support under AS 25.27.070. restitution to a crime victim authorized under AS 12.55.045. or as otherwise 

ordered by the court.

Sec. 1 4 .4 3 .1 5 1 . A u th o rity  and procedure to  a d m in is tra tiv e ly  estab lish  and en fo rce  a co llection  

o rd er.

If a judgment in favor of the commission has not been entered by the court regarding a defaulted loan 

awarded under this chapter, the commission may establish a duty to repay the defaulted loan through a



collection order using the procedures prescribed in AS 14.43.152 - 14.43.155 and may enforce the collection 

order. Action under this section may be undertaken at the commission's discretion if the borrower is in 

default under AS 14.43.145.

Sec. 1 4 .4 3 .1 5 2 . In it ia t io n  o f a d m in is tra tiv e  action  to  estab lish  a co llection  o rd er; requ ired  notice.

(a) An action to establish a collection order authorized under AS 14.43.151 is initiated by the commission's 

serving on the borrower a notice of establishment of collection order. The notice shall be served by mailing 

the notice to the borrower at

(1) the borrower's most recent address provided to the commission by the borrower; or

(2) another address known to the commission.

(b) The notice served under (a) of this section must state

(1) the amount of the liability for default under AS 14.43.145 for which the borrower is found to be 

responsible; the amount stated under this paragraph shall include all principal, interest, and collection fees;

(2) that a lien may be recorded against the borrower's property as authorized under AS 14.43.145(31(51:

(3) that the borrower may appear at a hearing held by the commission and show cause that a collection 

order should not be entered because, at the time of the notice,

(A) no loan payment was more than 180 days past due or, for a loan under AS 14.43.161 - 14.43.168 or 

14.43.170 - 14.43.175, the default requirements established by the commission had not yet been met; or

(B) the borrower had entered into, or was in compliance with, an agreement to forbear default with the 

commission; and

(4) that, if the borrower served with the notice does not request a hearing within 30 days after the date of 

mailing of the notice, a collection order will be entered and the property of the borrower will be subject to a 

lien under AS 14.43.149 in the amount stated in the collection order without further notice or hearing.

Sec. 1 4 .4 3 .1 5 3 . H earin gs in a d m in is tra tiv e  action  to  estab lish  a co llection  o rder; burden o f proof.

(a) A borrower served with a notice of establishment of collection order under AS 14.43.152 is entitled to a 

hearing before the commission if the request for a hearing is served on the commission by registered mail, 

return receipt requested, within 30 days after the date the notice is mailed to the borrower.

(b) If a request for a hearing in accordance with (a) of this section is made, the issuance of a collection 

order is automatically stayed pending the decision of the hearing officer for the commission. If a request for 

a hearing is not made, the collection order is final at the expiration of the 30-day period specified in (a) of 

this section.



(c) A borrower claiming that the notice is incorrect has the burden at hearing to document the existence of 

one of the conditions described in AS 14.43.152(bjf3')(A) and (B).

(d) Within 60 days after the date of the hearing, the hearing officer shall enter a decision determining 

whether default has occurred and, if default has occurred, specifying the amount of the collection order and 

declaring that the property of the borrower is subject to a lien under AS 14.43.149 in the amount of the 

collection order.

(e) If the borrower who requested the hearing fails to appear at the hearing, the hearing officer shall enter a 

decision

(1) confirming that a default has occurred;

(2) confirming the amount of the collection order;

(3) declaring that the property of the borrower is subject to a lien under AS 14.43.149 in the amount stated 

under (2) of this subsection.

(f) The decision of the hearing officer is a final decision that may be appealed to the superior court under the 

Alaska Rules of Appellate Procedure.

Sec. 1 4 .4 3 .1 5 4 . Co llection  o rd ers  as ju d g m e n ts .

A collection order is equivalent to a judgment and becomes vested

(1) at the expiration of the 30-day period described in AS 14.43.153fbl if a hearing is not requested; or

(2) on the date the hearing officer enters a decision in favor of the commission if a hearing was requested 

by the borrower.

Sec. 1 4 .4 3 .1 5 5 . N a tu re  o f rem ed ies .

AS 14.43.154 provides a remedy in addition to and not as a substitute for any other remedies available to 

the commission.

Sec. 1 4 .4 3 .1 6 0 . D e fin itio n s .

In AS 14.43.091 - 14.43.160, unless the context otherwise requires,

(1) "career education" means a course or program in vocational-technical training or education approved by 

the commission;

(2) "federally insured" means a loan covered by the provisions of 20 U.S.C. 1001 - 1155, as amended;

(3) "full-time student" means an undergraduate or career education student who is enrolled and is in regular 

attendance at classes for at least 12 semester hours of credit or the equivalent during the semester or a



graduate student who is enrolled and is in regular attendance at classes for at least nine semester hours of 

credit or the equivalent; any combination of semester hours of credit, or the equivalent, aggregating to the 

requisite number of semester hours and undertaken during a semester at two or more public or private 

institutions of higher education constitutes full-time student status;

(4) "half-time student" means an undergraduate, graduate, or career education student who during the 

semester is enrolled and is in regular attendance at classes at one or more public or private institutions of 

higher education for at least a total of six semester credit hours or an equivalent of six semester credit 

hours, and includes a career education student enrolled and in regular attendance in classes for at least 15 

hours a week;

(5) "school year" means an academic period that is a minimum of 30 weeks of instructional time that begins 

between September 1 of one year and August 31 of the following year;

(6) "summer term" means the period from June 1 through August 31.

Article 05 . ALASKADVANTAGE LOAN PROGRAM

Sec. 1 4 .4 3 .1 6 4 . Use o f loan.

A borrower may use a loan under AS 14.43.161 - 14.43.168 only for postsecondary education and 

reasonably related purposes as authorized by the federal guaranteed student loan program.

Sec. 1 4 .4 3 .1 6 6 . R e p a ym en t o f loans.

A borrower's obligation to commence repayment of the principal and interest on a loan under AS 14.43.161 

- 14.43.166 and 14.43.168 begins six months after the borrower's completion or other termination of the 

postsecondary education program. The commission may accelerate the repayment of any loan made in error 

or in reliance upon a false statement made by the borrower. The commission shall determine the period 

over which loans are repaid; however, the maximum period of repayment of loans may not exceed the 

maximum period permitted under applicable provisions of the federal guaranteed student loan program.

Sec. 1 4 .4 3 .1 6 8 . D e fau lt.

(a) The commission shall establish the default requirements for loans made under AS 14.43.161 - 

14.43.168; however, the requirements may not be less restrictive than those established by the federal 

guaranteed student loan program.

(b) The provisions of AS 14.43.145 - 14.43.155 apply to loans under AS 14.43.161 - 14.43.168 that are in 

default.

Article 06 . ALASKA SUPPLEMENTAL EDUCATION LOAN PROGRAM



Sec. 14.43.170. Creation; purpose.

There is created the Alaska supplemental education loan program to provide postsecondary educational 

supplemental financial assistance. Supplemental financial assistance is available only if the financial aid 

available through the AlaskAdvantage loan program is insufficient to cover the costs of attendance at a 

postsecondary institution or if the borrower does not qualify for financial aid under the federal guaranteed 

student loan program. The commission shall make the public aware of the Alaska supplemental education 

loan program to facilitate providing loans to as many eligible borrowers as possible.

Sec. 1 4 .4 3 .1 7 1 . A p p licab ility  o f o th e r law s.

The provisions of AS 14.43.120(dV4T 14.43.122, 14.43.135, 14.43.140, 14.43.145 - 14.43.160, 

14.43.164, 14.43.166, and 14.43.168 apply to the loans made under AS 14.43.170 - 14.43.175 as if the 

loans were made under those applicable provisions.

Sec. 1 4 .4 3 .1 7 2 . E lig ib ility .

(a) For a borrower to be eligible for a loan under AS 14.43.170 - 14.43.175, the borrower must be, or be 

about to be, enrolled in a postsecondary institution on at least a half-time basis and must be

(1) a resident of this state

(A) attending or about to attend a postsecondary institution that has been approved by and has executed a 

program participation agreement with the commission; or

(B) attending or about to attend an approved federal family education loan institution; or

(2) physically present in this state and attending or about to attend an approved federal family education 

loan institution located in this state.

(b) To meet the residency requirement of (a) of this section, the borrower must meet the standards set out 

in AS 14.43.162fbT

(c) In addition to the provisions of (a) of this section, a borrower is eligible for a loan under AS 14.43.170 -

14.43.175 if the borrower

(1) is not delinquent in payment on a loan previously awarded by the commission;

(2) at the time of application or loan disbursement, does not have a past due child support obligation 

established by court order or by the child support services agency under AS 25.27.160 - 25.27.220;

(3) has not, within the previous five years, had a loan discharged or written off by the commission for any 

reason;



(4) does not have a status, at the time of application for a loan or disbursement of loan money, that would 

prevent the borrower from repaying the loan as it becomes due;

(5) has not, within the previous five years, defaulted on another loan made to the borrower by a lending

entity unless the borrower can show good faith efforts to repay the loan and extraordinary circumstances 

that led to the default;

(6) has a credit history, at the time of application for a loan, that demonstrates an ability and willingness to

pay an extension of credit or loan as it becomes due; and

(7) has complied with the military selective service registration requirements imposed under 50 U.S.C. App.

453 (Military Selective Service Act), if those requirements were applicable to the person.

(d) The commission may not make a loan to a borrower who has been in default on a loan previously 

awarded by the commission unless the previously awarded loan has been paid in full.

(e) Notwithstanding (c)(4) - (6) of this section, the commission may make a loan to a borrower if another 

individual who satisfies the requirements of (c) of this section cosigns the loan.

(f) The commission may withhold disbursement of a loan if the borrower no longer meets the eligibility 

standards set out in this section.

(g) A borrower who is attending a postsecondary institution in this state that has been approved by the 

commission but is not an approved federal family education loan institution must also comply with and meet 

any other requirements established by the commission.

Sec. 1 4 .4 3 .1 7 3 . Loan aw ard  m axim u m s; use o f loan aw a rd .

(a) In a school year, the commission may make a loan to an eligible borrower under AS 14.43.170 -

14.43.175 attending an eligible postsecondary institution not to exceed

(1) $8,500 to an eligible undergraduate student attending a college or university;

(2) $9,500 to an eligible graduate student attending a college or university;

(3) $6,500 to an eligible student attending a career education program.

(b) The commission may not award loans made under AS 14.43.170 - 14.43.175 to a borrower for more 

than

(1) a total of $42,500 for undergraduate study;

(2) a total of $47,500 for graduate study; or

(3) a combined total of $60,000 for undergraduate and graduate study.



(c) To maintain a loan award under AS 14.43.170 - 14.43.175, the borrower must continue to be in good 

standing as determined by the institution and approved by the commission.

Sec. 1 4 .4 3 .1 7 4 . In te re s t .

(a) The interest rate on a loan made under AS 14.43.170 - 14.43.175 shall be set by the corporation, but 

the annual rate may not exceed 8.25 percent. Interest on a loan made under AS 14.43.170 - 14.43.175 

accrues from the time the loan is disbursed.

(b) A borrower may elect to make payments of interest that is payable during the borrower's term of 

attendance at the postsecondary institution or during certain deferment periods authorized by the 

commission; however, the commission shall capitalize any unpaid interest as part of the principal to be 

repaid as agreed, or upon graduation, withdrawal, or completion of the deferment period.

Sec. 1 4 .4 3 .1 7 5 . R e p a ym en t o f loans.

A borrower's obligation to commence repayment of the principal and interest on a loan under AS 14.43.170 

- 14.43.175 begins six months following the borrower's completion or other termination of the 

postsecondary program or the date that the borrower ceases to be enrolled on at least a half-time basis. The 

commission shall set the repayment terms of a loan under AS 14.43.170 - 14.43.175.

Article 07 . MEMORIAL EDUCATION REVOLVING LOAN FUND
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Sponsor Statement
C o m m ittee  S u b stitu te  fo r 2nd S ponso r S u bstitu te  fo r HB 272: R educ ing  th e  P rincipal o f  

P o stseco n d ary  E d u ca tion  L o an s for A la sk a  S tuden ts W ho R em ain  in o r R e tu rn  to  A laska

C u rren tly  A lask an s p ay  in te rest ra tes o f  ro u g h ly  7%  and  8%  fo r o u ts tan d in g  and  n ew  studen t 
loans. In co n trast, used  c a r  loans a re  cu rren tly  b e in g  issued b y  som e lenders at 3%  and  less.
M an y  A lask an s  are  s tru g g lin g  and  A laska  has a h is to ry  o f  losing  tho se  w ho  ob ta in  h ig h er 
e d u c a tio n  deg rees  and  jo b  tra in in g  to  jo b s  o u tside  o f  A laska.

T h is  leg is la tio n  is one w ay  w e can  lessen the  financ ia l bu rden  on A lask an s  w h o  rece ive  th e ir jo b  
tra in in g  o r  h ig h e r ed u ca tio n  in A laska , o r w ho m o v e  back  to  A la sk a  a fte r rece iv in g  tha t 
ed u ca tio n . It is a im ed  a t s tren g th en in g  th e  A lask an  econom y, he lp ing  A la sk an s  p ro sp er, and 
re ta in in g  m o re  A lask an  ta len t.

T h is  b ill re s tru c tu res  A la sk a  s tu d en t loans by  red u c in g  the p rinc ipa l am o u n t o f  s tuden t loans fo r 
re s id en ts  b y  th ree  p e rcen t a year. T he b o rro w er m u st es tab lish  and  m ain ta in  re s id en cy  fo r  one 
y e a r  p rio r to  o b ta in in g  th e  loan , m ust m a in ta in  re sid en cy  in A lask a  w h ile  rep ay in g  the  loan , and  
can n o t be in d e fau lt. A  red u c tio n  in  p rinc ipa l p ro v id ed  by  th is  bill is in ad d itio n  to  any  o ther 
av a ilab le  red u c tio n  in p rin c ip a l o r in terest rate. T he pu rpose  o f  th is leg isla tion  is to help  
en co u rag e  A la s k a ’s yo u th  to  rem ain  in o r re tu rn  to  A lask a  fo llo w in g  co m p le tio n  o f  th e ir 
p o s tse c o n d a ry  stud ies.

T h e  red u c tio n  o f  p rin c ip a l is su b jec t to ap p ro p ria tio n  by  the leg is la tu re  fo r the  am o u n t n ecessary  
to  o ffse t th e  a m o u n t o f  red u ced  p rincipal. T h e  co m m issio n  w ill es tab lish  a system  fo r reduc ing  or 
p ro ra tin g  p rin c ip a l red u c tio n s i f  th e  am o u n t ap p ro p ria ted  is in su ffic ien t to  o ffse t th e  full am ount 
o f  p rin c ip a l red u c tio n s.

P lease  feel free  to  co n tac t ou r o ffice  i f  you  have any  questions.
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M E M O R A N D U M M arch  3, 20 1 2

SUBJECT: L o a n  P rin c ip a l R e d u c tio n s  — C S 2 d S S H B  2 7 2 ( ) 
(W o rk  O rd e r N o . 2 7 -L S 1 1 6 2 \R )

TO: R e p re se n ta tiv e  L es  G a ra  
A ttn : T o b y  S m ith

FROM: G e ra ld  P. L u ck h a  
A ss is ta n t R ev iso i

Y o u  h a v e  a sk e d  i f  a  d e g re e  o r  c e r tif ic a te  p ro g ra m  m u s t be  c o m p le te d  b e fo re  a  lo an  
p r in c ip a l re d u c tio n  c a n  b e  o b ta in e d  b y  a  b o rro w e r  u n d e r p ro p o se d  A S  1 4 .4 3 .1 2 3 . T h e  
a n sw e r  is  yes. A S  1 4 .4 3 .1 2 3 (a ) p ro v id e s  th a t

th e  c o m m iss io n  sh a ll p ro v id e  fo r a  re d u c tio n  o f  th re e  p e rc e n t a  y e a r  o f  the  
p r in c ip a l a m o u n t o f  a  lo an  issu ed  u n d e r  A S  14 .43 .091  - 1 4 .4 3 .1 6 0 , 
14 .43 .161  - 1 4 .4 3 .1 6 8 , o r 1 4 .4 3 .1 7 0  - 1 4 .4 3 .1 7 5  a t th e  en d  o f  e ach  
c a le n d a r  y e a r  i f

(1 )  th e  b o rro w e r  e s ta b lish e s  an d  m a in ta in s  re s id e n c y  fo r o n e  y e a r  
b e fo re  o b ta in in g  th e  lo an ;

(2 ) th e  b o rro w e r  m a in ta in s  re s id e n c y  in  th e  s ta te  w h ile  re p a y in g  
th e  loan ;

(3 )  th e  lo an  fo r  w h ic h  the  re d u c tio n  o f  th e  p rin c ip a l is a llo w e d  is 
n o t in  d e fa u lt;

(4 ) th e  p r in c ip a l o f  th e  lo a n  is n o t o th e rw ise  e lig ib le  to  be  fu lly  
re p a id  o r  fo rg iv e n  b y  th e  s ta te  u n d e r  a n o th e r  p ro g ra m ; and

(5 ) the borrower completed in a timely manner the degree or 
certificate program for which the loan was issued.

T h e  c o m p le tio n  o f  th e  d e g re e  o r  p ro g ra m  is a  p re re q u is ite  to  o b ta in in g  a  lo an  p rin c ip a l 
re d u c tio n  a lo n g  w ith  re q u ire m e n ts  lis ted  in  (a )(1 )  - (4). It a p p e a rs  to  m e th a t th e  f irs t lo an  
p rin c ip a l re d u c tio n  c o u ld  no t o c c u r fo r  a  c a le n d a r  y e a r un til th e  b o rro w e r  g ra d u a te s  o r  
c o m p le te s  the  p ro g ra m  a n d  is re p a y in g  the  lo an  w h ile  a re s id e n t o f  A la sk a .

G P L :ljw  
12-178 . ljw
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27-LS1162\R.2
Kirsch/Mischel

3/7/12

O F F E R E D  IN  T H E  H O U S E

T O : C S  2 d  S S H B  2 7 2 (  ), D ra f t  V e rs io n  "R "

P a g e  2 , fo llo w in g  lin e  5:

In se rt a  n e w  s u b s e c tio n  to  read :

" (b ) N o tw ith s ta n d in g  (a )  o f  th is  s e c t io iy th e  c o m m is s io n  m a y , b y  re g u la tio n ,

p ro v id e

(1 )  a  p r in c ip a l r e d u c tio n  o f  tw o  p e rc e n t  a  y e a r  w h e n  a lo a n  h as  an  

in te re s t ra te  o f  f iv e  p e rc e n t  o r  le s s ^

(2 )  a  p rinc ipal^  re d u c tio n  o f  o n e  p e rc e n t  a  y e a r  w h e n  a  lo a n  h as  an  

in te re s t ra te  o f  fo u r  p e r c e n f o r  le ss ; o r

(3 )  n o  p rin c ip a l re d u c tio n  w h e n  a lo a n  h a s  a n  in te re s t  ra te  o f  th re e  

p e rc e n t o r  le ss ."

R e le t te r  th e  fo l lo w in g  s u b s e c tio n s  a c c o rd in g ly .

P a g e  2 , lih e  6 , fo l lo w in g  "(a )" : 

In s e r t  "o r (b )"

L 1-



O F F E R E D  IN  T H E  H O U S E

T O : C S 2d  S S H B  272( ), D raft V ersion  "R"

1 Page 1, line 7:

2 D ele te  "three"

3 In sert "tw o"

27-LS1162VR.3
M ischel
3/19/12

A M E N D M E N T
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27-LS1162\R.4
Mischel
3/21/12

A M E N D M E N T

O F F E R E D  IN  T H E  H O U S E

T O : C S  2 d  S S H B  2 7 2 (  ), D ra f t V e rs io n  ”R "

P ag e  1, lin e  7:

D e le te  " th ree"

In se r t  "2 .5 "

P ag e  2 , lin e  7:

D e le te  " c o m m iss io n "

In se r t  " c o rp o ra tio n "

P ag e  2 , lin e  8:

D e le te  "a m o u n t"

In s e r t  "c o s t to  th e  c o rp o ra tio n "

L -1-
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27-L S1162\R  
Luckhaupt/M ischel 

3/2/12

CS FOR 2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 272( )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -S E V E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES GARA, GUTTENBERG, GARDNER, KERTTULA, HOLMES, TUCK, 
KAWASAKI, PETERSEN, GRUENBERG, AND CISSNA, Miller

A BILL  

FOR AN ACT ENTITLED  

"An Act providing for a reduction of the principal o f postsecondary education loans for 

residents."

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

* Section 1. A S  14.43 is  a m e n d e d  b y  a d d in g  a  n e w  se c tio n  to  read :

Sec. 14.43.123. Reduction of loan principal for residents, (a)

N o tw ith s ta n d in g  a  c o n tra ry  p ro v is io n  o f  law , th e  c o m m is s io n  sh a ll p ro v id e  fo r  a 

re d u c tio n  o f  th re e  p e rc e n t a  y e a r  o f  th e  p r in c ip a l a m o u n t o f  a  lo a n  is su e d  u n d e r  

A S  1 4 .43 .091  - 1 4 .4 3 .1 6 0 , 14 .43 .161  - 1 4 .4 3 .1 6 8 , o r  1 4 .4 3 .1 7 0  - 1 4 .4 3 .1 7 5  a t th e  e n d  

o f  e a c h  c a le n d a r  y e a r  i f

(1 ) th e  b o rro w e r  e s ta b lish e s  a n d  m a in ta in s  re s id e n c y  fo r  o n e  y e a r  

b e fo re  o b ta in in g  th e  lo an ;

(2 ) th e  b o rro w e r m a in ta in s  re s id e n c y  in  th e  s ta te  w h ile  re p a y in g  th e

lo an ;

(3 ) th e  loan  fo r  w h ic h  th e  re d u c tio n  o f  th e  p r in c ip a l is a llo w e d  is  n o t in

-1- CS 2d SSHB 272( )
New Text Underlined [DELETED TEXT BRACKETED]
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d e fa u lt;

(4 )  th e  p r in c ip a l o f  th e  lo a n  is  n o t o th e rw ise  e lig ib le  to  be  fu lly  re p a id  

o r  fo rg iv e n  by  th e  s ta te  u n d e r  a n o th e r  p ro g ra m ; an d

(5 ) th e  b o rro w e r  c o m p le te d  in  a  t im e ly  m a n n e r  th e  d e g re e  o r  c e r tif ic a te  

p ro g ra m  fo r  w h ic h  th e  lo a n  w a s  is su ed .

(b ) T h e  re d u c tio n  o f  p r in c ip a l u n d e r  (a ) o f  th is  s e c tio n  is su b je c t to  

a p p ro p r ia tio n  b y  th e  le g is la tu re  to  th e  c o m m is s io n  o f  th e  a m o u n t  n e c e s sa ry  to  o ffse t 

th e  a m o u n t o f  re d u c e d  p r in c ip a l p ro v id e d  to  b o rro w e rs . T h e  c o m m is s io n  sh a ll, b y  

re g u la tio n , e s ta b lish  a n  e q u ita b le  sy s te m  fo r  r e d u c in g  o r  p ro ra t in g  p r in c ip a l re d u c tio n s  

a m o n g  b o rro w e rs  i f  th e  a m o u n t a p p ro p r ia te d  is  in su ff ic ie n t to  o f fse t  th e  fu ll a m o u n t o f  

p r in c ip a l re d u c tio n s .

(c ) A  re d u c tio n  o f  th e  p r in c ip a l o f  th e  lo a n  p ro v id e d  u n d e r  th is  se c tio n  is in  

a d d itio n  to  an y  o th e r  a v a ila b le  r e d u c tio n  o f  th e  p r in c ip a l o f  th e  lo a n  o r  in te re s t  ra te .

(d ) A  p e rs o n  w h o  is  is s u e d  a  re d u c tio n  o f  th e  p r in c ip a l o f  a  lo a n  u n d e r  th is  

s e c tio n  in  e r ro r  sh a ll re p a y  th e  a m o u n t o f  th e  re d u c tio n , p lu s  in te re s t.

(e ) T h e  c o m m is s io n  m a y  a d o p t re g u la t io n s  n e c e s s a ry  to  im p le m e n t th is  

se c tio n , in c lu d in g  re g u la t io n s  fo r  p a r tia l  re d u c tio n s  in  p r in c ip a l d u r in g  th e  y e a r  w h e n  a  

b o rro w e r  re tu rn s  to  th e  s ta te  a f te r  c o m p le t in g  th e  d e g re e  o r  p ro g ra m  u n d e r  (a )(5 )  o f  

th is  sec tio n . T h e  re g u la tio n s  m u s t in c lu d e  a  d e sc r ip tio n  o f  t im e ly  c o m p le tio n  o f  

p o s tse c o n d a ry  e d u c a tio n  p ro g ra m s .

(f) In  th is  s e c tio n , " re s id e n t"  o r  " re s id e n c y "  m e a n s  liv in g  in  th e  s ta te  w ith  th e  

in te n tio n  o f  re m a in in g  p e rm a n e n tly  w ith o u t c la im in g  re s id e n c y  in  a n o th e r  s ta te  o r  

co u n try .

* Sec. 2 . A S  14 .43 .171  is  a m e n d e d  to  read :

Sec. 14.43.171. Applicability o f other laws. T h e  p ro v is io n s  o f  

A S  1 4 .4 3 .1 2 0 (d )(4 ), 1 4 .4 3 .1 2 2 , 14.43.123. 1 4 .4 3 .1 3 5 , 1 4 .4 3 .1 4 0 , 1 4 .4 3 .1 4 5  -

1 4 .4 3 .1 6 0 , 1 4 .4 3 .1 6 4 , 1 4 .4 3 .1 6 6 , a n d  1 4 .4 3 .1 6 8  a p p ly  to  th e  lo a n s  m a d e  u n d e r  

A S  1 4 .4 3 .1 7 0  - 1 4 .4 3 .1 7 5  as i f  th e  lo a n s  w e re  m a d e  u n d e r  th o s e  a p p lic a b le  p ro v is io n s .

WORK DRAFT WORK DRAFT 27-LS1162\R

CS 2d SSHB 272( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

WORK DRAFT WORK DRAFT WORK DRAFT

27-LS1162\T 
Luckhaupt/M ischel 

3/1/12

CS FOR 2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 272( )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -S E V E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES GARA, GUTTENBERG, GARDNER, KERTTULA, HOLMES, TUCK, 
KAW ASAKI, PETERSEN, GRUENBERG, AND CISSNA, Miller

A BILL  

FOR AN  ACT ENTITLED  

"An Act providing for a reduction o f the principal of postsecondary education loans for 

residents."

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

* Section 1. A S  14 .43  is  a m e n d e d  b y  a d d in g  a  n e w  s e c tio n  to  re a d :

Sec. 14.43.123. Reduction o f loan principal for residents, (a )

N o tw ith s ta n d in g  a  c o n tra ry  p ro v is io n  o f  la w , th e  c o m m is s io n  sh a ll p ro v id e  fo r  a 

r e d u c tio n  o f  th re e  p e rc e n t  a  y e a r  o f  th e  p r in c ip a l  a m o u n t o f  a  lo a n  is su e d  u n d e r  

A S  1 4 .4 3 .0 9 1  -  1 4 .4 3 .1 6 0 , 1 4 .4 3 .1 6 1  - 1 4 .4 3 .1 6 8 , o r  1 4 .4 3 .1 7 0  - 1 4 .4 3 .1 7 5  a t th e  e n d  

o f  e a c h  c a le n d a r  y e a r  i f

(1 )  th e  b o r ro w e r  e s ta b lis h e s  a n d  m a in ta in s  r e s id e n c y  fo r  o n e  y e a r  

b e fo re  o b ta in in g  th e  lo an ;

(2 )  th e  b o r ro w e r  m a in ta in s  re s id e n c y  in  th e  s ta te  w h ile  re p a y in g  th e

lo a n ;

(3 ) th e  lo a n  fo r  w h ic h  th e  r e d u c tio n  o f  th e  p r in c ip a l  is  a llo w e d  is  n o t in

-1- CS 2d SSHB 272( )
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default;

(4) the principal of the loan is not otherwise eligible to be fully repaid 

or forgiven by the state under another program; and

(5) the borrower completed in a timely manner the degree or certificate 

program for which the loan was issued.

(b) The reduction of principal under (a) of this section is subject to 

appropriation by the legislature to the commission of the amount necessary to offset 

the amount of reduced principal provided to borrowers. The commission shall, by 

regulation, establish an equitable system for reducing or prorating principal reductions 

among borrowers if the amount appropriated is insufficient to offset the full amount of 

principal reductions.

(c) A reduction of the principal of the loan provided under this section is in 

addition to any other available reduction of the principal of the loan or interest rate.

(d) A person who is issued a reduction of the principal of a loan under this 

section in error shall repay the amount of the reduction, plus interest.

(e) The commission may adopt regulations necessary to implement this 

section. The regulations must include a description of timely completion of 

postsecondary education programs.

(f) In this section, "resident" or "residency" means living in the state with the 

intention of remaining permanently without claiming residency in another state or 

country.

* Sec. 2. AS 14.43.171 is amended to read:

Sec. 14.43.171. Applicability o f other laws. The provisions of 

AS 14.43.120(d)(4), 14.43.122, 14.43.123. 14.43.135, 14.43.140, 14.43.145 -

14.43.160, 14.43.164, 14.43.166, and 14.43.168 apply to the loans made under 

AS 14.43.170 - 14.43.175 as if the loans were made under those applicable provisions.

CS 2d SSHB 272( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]



ALASKA STATE LEGISLATURE

R E P R E S E N T A T IV E  L E S  G A R A

F eb ru a ry  2 8 , 2012

R e: P ro p o se d  C la rify in g  A m en d m en t to  2 nd SS to  H B  272  

D ear C h a ir  D ick  an d  c o m m itte e  m em bers:

A ttach ed  is a  p ro p o sed  a m e n d m e n t th a t fu rth e r ad d re sse s  co n cern s  b ro u g h t to  us by  th e  A lask a-----
C o m m iss io n  on  P o s tseco n d a ry  E du ca tio n . W e h av e  ad d re ssed  th e  fo llo w in g  co n cern s:

1) F irs t, th e y  feel it is ea s ie r to  ad m in is te r  a  “ red u c tio n  o f  loan  p rin c ip le ” th a n  the  
co m p o u n d ed  in te rest ra te .

2) T h e  o rig in a l b ill g av e  a  re tro ac tiv e  in te res t reb a te  to  studen ts w h o  m o v e  b ack  to  th e  state, 
fo r th e  p e rio d  th e y  w ere  gone. T h a t w o u ld  h av e  b een  d ifficu lt to  a d m in is te r. W e have 
p ro v id ed  th a t re s id en ts  w h o  go to  schoo l o u t o f  sta te  shall get th e  loan  red u c tio n  upon 
re tu rn in g  to  A lask a .

3) W e h av e  c la rified  th a t th e  rec ip ien t m u st be  an  A la sk a  resid en t b e fo re  leav in g  the sta te  to  
q u a lify  fo r  th e  loan  red u c tio n  w h en  th ey  re tu rn .

4) W e h av e  c la rified  th a t th is  p ro v is io n  do es n o t app ly  to  stu d en ts  w h o  are  a lread y  en titled  
to  fu ll loan  rep ay m en t u n d e r an o th e r p ro g ram .

5) W e g iv e  th e  A la sk a  S tu d en t L oan  C o rp o ra tio n  the  p o w er to  ad o p t ru le s  fo r d e te rm in in g  
h o w  to  red u ce  th is  b en efit i f  leg isla tive  ap p ro p ria tio n s  are  inad eq u ate .

T h an k  yo u . W e w o u ld  h o p e  th is  am en d m en t co u ld  be ad o p ted  i f  it sa tisfie s  th e  co m m ittee , as it 
w ill s im p lify  the  deb a te  an d  red u ce  the tim e  th e  co m m ittee  w ill have  to  sp en d  w o rk in g  on  th is  
bill.

S in cere ly ,

R ep . L es G ara



27-LS1162\D.2
Bailey/Mischel

2/28/12

O F F E R E D  rN  T H E  H O U S E  

T O : 2d  S S H B  2 7 2

1 P a g e  1, l in e  1:

2  D e le te  "in interest on"

3 In se r t "of the principal of'

 4 --------------

5 P ag e  1, l in e  5:

6  D e le te  "Interest rate reduction"

7 In se r t "Reduction o f loan principal"

8

9  P ag e  1, lin e  6:

10  D e le te  "a n d  e x c e p t  a s  p ro v id e d  in  (e ) - (h )  o f  th is  se c tio n "

11

12 P ag e  1, lin e s  7 - 8:

13 D e le te  " fro m  th e  e s ta b lish e d  in te re s t ra te  fo r"

14  In se r t " o f  th e  p r in c ip a l  a m o u n t o f '

15

16  P ag e  1, lin e s  9 - 10:

1 7  D e le te  " fo r th e  t im e  p e r io d  in  w h ic h  th e  b o r ro w e r  e s ta b lis h e s  an d  m a in ta in s  re s id e n c y

18  in  th e  s ta te  w h ile  re p a y in g  th e  lo a n  i f '

19  In se r t "at th e  e n d  o f  e a c h  c a le n d a r  y e a r  i f

2 0  (1 )  th e  b o r ro w e r  e s ta b lis h e s  a n d  m a in ta in s  re s id e n c y  fo r  o n e  y e a r

21 b e fo re  o b ta in in g  th e  lo an ;

2 2  (2 )  th e  b o rro w e r  m a in ta in s  re s id e n c y  in  th e  s ta te  w h ile  re p a y in g  th e

2 3  lo an ;"

A ME N D M E N T

L -1-
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1 R e n u m b e r  th e  fo llo w in g  p a ra g ra p h s  a c c o rd in g ly .

2

3 P ag e  1, lin e  11:

4  D e le te  " in  in te re s t"

5 In se r t " o f  th e  p r in c ip a l"

6

7 P ag e  1, lin e  12:

8 D e le te  "c u rre n tly "

9

10  P ag e  1, l in e  13:

11 D e le te  "a n y  p o r t io n  o f  th e  p r in c ip a l o r  in te re s t  o n "

42—  Insert "the principal o f

13

14 P a g e  1, lin e  14, fo llo w in g  "b e" :

15 In se r t  " fu lly "

16

17 P a g e  2 , fo llo w in g  lin e  2 :

18 In s e r t  a  n e w  s u b s e c tio n  to  read :

19  " (b )  T h e  re d u c tio n  o f  p r in c ip a l u n d e r  (a )  o f  th is  s e c tio n  is su b je c t to

2 0  a p p ro p r ia t io n  b y  th e  le g is la tu re  to  th e  c o m m is s io n  o f  th e  a m o u n t n e c e s s a ry  to  o ffse t

21 th e  a m o u n t o f  r e d u c e d  p r in c ip a l p ro v id e d  to  b o rro w e rs . T h e  c o m m is s io n  sh a ll, by

2 2  re g u la tio n , e s ta b lis h  a n  e q u ita b le  sy s te m  fo r re d u c in g  o r  p ro ra t in g  p r in c ip a l re d u c tio n s

23  a m o n g  b o r ro w e rs  i f  th e  a m o u n t a p p ro p r ia te d  is  in s u f f ic ie n t  to  o f fs e t  th e  fu ll a m o u n t o f

2 4  p r in c ip a l re d u c tio n s ."

25

2 6  P a g e  2 , lin e s  3 - 16:

2 7  D e le te  a ll m a te r ia l .

28

2 9  R e le tte r  th e  fo llo w in g  su b s e c tio n s  a c c o rd in g ly .

30

31 P a g e  2 , lin e  17:

L -2-
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1 D e le te  " in  in te re s t  ra te "

2 In s e r t  " o f  th e  p r in c ip a l  o f  th e  lo a n "

3

4  P a g e  2 , lin e  18:

5 D e le te  " in  in te re s t  ra te "

6  In s e r t  " o f  th e  p r in c ip a l  o f  th e  lo a n "

7

8 P a g e  2 , l in e  19, th ro u g h  p a g e  3 , lin e  6:

9  D e le te  a ll m a te r ia l .

10

11 R e le tte r  th e  fo l lo w in g  su b s e c tio n s  a c c o rd in g ly .

12

13 P a g e  3 , lin e  7:

14 D e le te  " in  th e  in te re s t  ra te "

15 In s e r t  " o f  th e  p r in c ip a l  o f  a  lo a n "

16

17 P a g e  3 , lin e  17:

18 D e le te  " in  th e  in te re s t  ra te "

19 In s e r t  " o f  th e  p r in c ip a l  o f  a  lo a n "

2 0

21 P a g e  3 , lin e  18:

2 2  D e le te  " in te re s t ra te "

2 3  In se r t  "p r in c ip a l"

2 4

2 5  P a g e  3, lin e  17:

2 6  D e le te  "in  th e  in te re s t  ra te "

2 7  In se r t " o f  th e  p r in c ip a l o f  a  lo an "

2 8

2 9  P a g e  3, lin e  18:

3 0  D e le te  " in te re s t ra te "

3 1 In se r t "p rin c ip a l"

L -3-



A L A S K A  STA TE L E G IS L A T U R E

R E PR E SE N T A T IV E  L E S G A R A

F ebruary  20, 2012

R epresen ta tive  A lan  D ick 
A lask a  H ouse o f  R ep resen ta tives 
S ta te  C apito l, R oom  104 
Ju n eau , A laska 99801

E x ecu tiv e  D irector D iane B arrans
A lask a  C om m ission  on P ostsecondary  Education
3 0 3 0  V in tage B lvd.
Ju n eau , A laska 99801

D ea r R epresen ta tive  D ick  and  M s. Barrans:

T h a n k  you for your le tte r exp ressing  concerns and issues relative to SSH B  272, an A ct provid ing  
fo r  a reduction  in in terest on post-secondary  education  loans for residents. A S ponsor Substitu te 
h a s  been filed and is a ttached  to  th is letter. I w ill a lso  c larify  your concerns here.

R egard ing  residency: A  bo rro w er m ust be an A laska  residen t fo r one year before qualify ing  for 
th e  in-state 3%  loan rate reduction , and declare A laska  as h is o r her residence per the  legal rules 
fo r  residency. A  bo rro w er w ho  goes to  school ou t o f  sta te  and re tu rns to A laska  m ust be an 
A lask a  residen t for the year p rio r to leaving A laska  to  a ttend  school. A  borrow er w ho leaves 
A lask a  a fte r com ple tion  o f  the  degree or certificate  program  for w hich  the loan w as issued  and 
d o es  not return w ith in  tw o  years w ill not qualify  for the d iscount.

R egard ing  com pletion : T he in ten t o f  the bill is that the  d iscoun t w ill apply  only  to  those 
b o rro w ers  w ho com ple te  th e ir  coursew ork  in the tim e  required  under ex isting  A S L C  regulation . 
A S L C  w ill de term ine  the  tim e  in w hich the cou rsew ork  m ust be com pleted .

R egard ing  default: A  bo rro w er is ineligible for the  d iscoun t during  periods o f  default.

R eg ard in g  garn ishm en t: G arn ishm en t o f  funds by th ird  parties w ould  no t e lim inate  a b o rro w er’s 
e lig ib ility  for a d isco u n t under th is bill.

R eg ard in g  m ov ing  in and  ou t o f  A laska: A  borrow er w ho  m ain tains residency  w hen he or she 
leaves the  sta te  stills  q u a lifie s  fo r the discount un less he or she leaves A laska  for m ore th an  one 
year.

R egard ing  “P ro ra ted ” : A  bo rro w er w ho goes to  school out o f  state and re tu rns after com pletion  
o f  the  deg ree  o r ce rtifica te  program  for w hich the  loan w as issued is en titled  to  the 3%  reduction ,
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June-December: 716 W. 4th Avenue • Anchorage, AK 99501* (907) 269-0106* Fax (907) 269-0109
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p lu s  repaym ent o f  the  p rio r h igher interest rate accrua l, w hile  he or she is ou t o f  the  state. U pon 
re tu rn ing  to A laska, he or she shall receive a re troac tive  re im bursem ent for tha t h igher rate, paid 
equally  over the  cou rse  o f  five years. T he pu rpose  is to  encourage  borrow ers to  return  to  A laska, 
w ith  full repaym ent o f  the  h igher in terest rate th a t w as accru ing  for the  period w h ile  th ey  w ere 
gone  as an incentive.

R egard ing  studen ts w h o  rem ain  in A laska fo r schoo l: B orrow ers are en titled  to  the 3%  reduction 
fo r the full period o f  th e ir coursew ork , and w h ile  they  rem ain  in A laska  after tim ely  com pletion  
o f  the ir coursew ork .

A LSO  financial v iab ility : F unding  from  general funds w ill be necessary  to the  ex ten t the  D irector 
o f  A LSC  determ ines it canno t cover the cost o f  th is  p rogram , and /o r de te rm ines the  shortfa ll w ill 
negative ly  im pact the c o m m iss io n ’s financial ra tings o r ab ility  to  m ake loans.

T h an k  you, and  p lease  let m e know  if  you have add itio n a l questions.

R ep . Les G ara



27-LS1162\D

in te re s t ra te s  p ro v id e d  u n d e r th is  sec tion .

(h ) A  p e rso n  w h o  is issu ed  a  red u c tio n  in th e  in te res t ra te  u n d e r  th is  sec tio n  is 

e lig ib le  to  co n tin u e  rece iv in g  th e  red u c tio n  in  in te res t ra te , su b je c t to  the  a v a ilab ility  

o f  fu n d s , i f  the  p e rso n  w as a  re s id en t o f  the  s ta te  fo r no t less th an  five  y ea rs  a fte r 

c o m p le tio n  o f  th e  p ro g ra m  fo r w h ich  th e  lo an  w as  issued  an d  leav es th e  s ta te  fo r no t 

m o re  th an  o n e  y e a r d u rin g  th e  p e rio d  o f  rep ay m en t o f  th e  loan.

(i) A  p e rso n  w h o  is is su ed  a  red u c tio n  in  th e  in te res t ra te  u n d e r  th is  sec tio n  in  

e rro r  sha ll re p a y  th e  a m o u n t o f  th e  red u c tio n , p lu s  in terest.

(j) T h e  c o m m iss io n  m ay  adop t reg u la tio n s  n ecessa ry  to  im p lem en t th is  

sec tio n . T h e  reg u la tio n s  m u s t in c lu d e  a  d e sc rip tio n  o f  tim e ly  co m p le tio n  o f  

p o s tse c o n d a ry  ed u ca tio n  p ro g ram s.

(k ) In  th is  sec tio n , " res id en t"  o r  "resid en cy " m ean s liv in g  in  th e  s ta te  w ith  the  

in ten tio n  o f  rem a in in g  p e rm a n e n tly  w ith o u t c la im in g  re s id en cy  in  a n o th e r  s ta te  o r  

cou n try .

* Sec. 2. A S  14 .43 .165  is am en d ed  by  ad d in g  a n ew  su b se c tio n  to  read :

(d ) A  b o rro w e r u n d e r A S  14.43.161 - 14 .43 .168  m ay  be  e lig ib le  fo r  a  

red u c tio n  in  th e  in te res t ra te  u n d e r A S  14 .43 .123 . T h e  co m m iss io n  sha ll red u ce  the 

in te res t ra te  o f  a  lo an  u n d e r A S  14.43.161 - 14 .43 .168  as sp ec ified  in  A S  14 .43 .123  i f  

th e  b o rro w er m ee ts  the  e lig ib ility  req u irem en ts  o f  th a t sec tion .

* Sec. 3. A S  14.43.171 is am en d ed  to  read :

Sec. 14.43.171. Applicability of other laws. T h e p ro v is io n s  o f  

A S  1 4 .4 3 .1 2 0 (d )(4 ), 14 .43 .122 , 14.43.123. 1 4 .43 .135 , 14 .43 .140 , 14 .43 .145  -

14 .43 .160 , 1 4 .4 3 .1 6 4 , 1 4 .4 3 .166 , an d  14 .43 .168  ap p ly  to  th e  lo an s m ad e  u n d er 

A S  1 4 .43 .170  - 14 .43 .175  as i f  th e  lo an s w ere  m ad e  u n d e r th o se  ap p lic a b le  p ro v is io n s.

-3-
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION

3030 VINTAGE BLVD.
JUNEAU, ALASKA 99801-7109 
VOICE (800) 441-2962 
In Juneau (907) 465-6740 
TDD (907) 465-3143 
FAX (907) 465-3293

January  3 1 ,2 0 1 2

R ep resen ta tiv e  L es G ara, et al. 
A la sk a  H ouse o f  R epresentatives 
S ta te  C apito l, R oom  500 
Ju n eau , A laska 99801

D e a r  R epresen ta tive  Gara:

T he fo llow ing  is p rov ided  to identify  som e o f  the concerns and issues re la tive to 
leg is la tio n  in troduced  earlie r th is m onth , sponsored by you and others. The b ill in  question  is 
S S H B 2 7 2 , an A ct p rovid ing  for a  reduction  in  in terest on postsecondary  education  loans for 
res id en ts .

In sum m ary , th is  bill w ould  require the  A laska  C om m ission  on Postsecondary  E ducation  
(A C P E ) to , under certa in  cond itions, reduce the in te rest rate or provide a  rebate o f  in terest on 
lo an s  w hich are assets o f  the  A laska S tudent L oan  C orporation  (A SLC ). T hese are: A laska 
S tu d en t L oans, including  conso lida tion  loans (A S 14.43.090-. 160); A laskA dvantage federally  
gu aran teed  loans, includ ing  consolidation  loans (A S 14.43.161-.168); and A laskA dvantage 
S upp lem en ta l E d u ca tion  L oans (A S 14.170-. 175). N o t covered are loan types not funded by the 
A S L C : m em oria l scholarship  loans and W W A M I m edical education loans, as w ell as o ther 
A S L C -fu n d ed  loans: T eacher E ducation  L oans, A laska  Fam ily  E ducation  L oans, or W IC H E  
P ro fessio n a l S tuden t E xchange P rogram  Loans.

A s curren tly  d rafted  it appears the ra te  reduction  and/or rebate is to  be provided  if:

1) the  borrow er is a state resident;
2) the bo rro w er com pleted  the education  fo r w hich  the loan w as issued;
3) the bo rro w er is in repaym ent;
4 ) the  lo an  is not in  default; and,
5) the  lo an  is no t e lig ib le  to  be repaid  or forg iven  by a th ird  party.

T h e  reduction /rebate  appears to  be applicable to any outstanding, otherw ise e lig ib le  loan.

L et m e p reface  these com m ents by sta ting  tha t I recognize the b ill sp o n so rs’ w ell- 
m ean ing  in te rest in  assisting  borrow ers w ith  m anag ing  the increasing costs o f  postsecondary  
education . H ow ever, as described  herein, the  approach  to doing so as set ou t in  th is  leg isla tion  
ra ises  fundam enta l legal, financial, and operational concerns.
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R e rp e s e n ta tiv e  Les Gara 
Ja n u a ry  31, 2012  
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A lthough the agency  services these education  loans, A C PE  does not ow n the  loans nor 
a re  they assets o f  the  state. A SLC  is the ow ner o f  the loans, and its B oard  estab lishes the loan 
in terest rates pursuant to A S 14.43.200, 14.43.165, 14.43.174 etc. A s you  know , in  1987 the 
s ta te  created A SL C  as a separate  legal entity  and transferred  loans o rig inated  prior to  1988 to  
A S L C . G iven that, I requested  A SLC  bond counsel, B allard  Spahr, rev iew  and com m en t on the 
leg isla tion . The enclosed m em orandum  from  B lake W ade and  D arci Stephens o f  B allard  Spahr 
iden tifies  tw o substantial legal issues w ith  the  b ill as drafted: the possib le  v io lation  o f  AS 
14.42.270, and a constitu tional concern  arising from  A S L C ’s contractual re la tionsh ip  w ith  
debtholders.

N otw ithstand ing  the  legal im plications o f  the  p roposed  legislation, A SL C  w ould  face 
v e ry  serious financial and  reputational consequences related  to  this legislative action . E nclosed 
is a  m em o from  A S L C  financial adv iso r L ee D onner, F irstSouthw est, contain ing his com m ents 
a n d  concerns relative to the  proposals in  SSH B 272. A s M r. D onner notes, the  ou tstand ing  loans 
a re  assets p ledged  as security  for th e  purposes o f  repaying  ou tstand ing  debt and pay ing  operating  
costs . A ny effo rt to am end  the loan term s re troactively  w ill no t only resu lt in negative  action  by 
b o n d  rating  agencies, bu t even  the attem pt to  do so in  th is m atter m ay cast a pall over A S L C ’s 
fu tu re  financing  opportun ities. A SL C  anticipates issu ing  fu ture debt to  continue to  finance new  
education  loans.

A s discussed  w ith  you  prev iously , A SL C  has, to the ex ten t possib le, p rov ided  borrow er 
benefits  in  the  form  o f  cost reductions w hich  are annually  approved  by  the  B oard . O ver the  past 
te n  years A SL C  has p rov ided  such benefits to  ou r borrow ers to ta ling  approxim ately  $30 m illion. 
B enefits  have been reduced  as a resu lt o f  various changes im pacting  A S L C ’s financial 
capac ity— prim arily  as a  resu lt o f  the co llapse o f  the asset-backed bond m arket and resu lting  
increase  in the  costs o f  financing . U nlike a  deposito ry  lender w ith  access to cash at h isto rica lly  
lo w  rates, A S L C ’s lend ing  costs are such th a t the  cu rren t ne t y ield  on the loan po rtfo lio  is less 
th a n  one percen t (0.95% ). T h is b ill appears to p rov ide  a new  entitlem ent for new  and  ex isting  
bo rrow ers, bu t w ithou t an ex ternal source o f  funding  from  w hich  to  pay  the costs o f  the benefit, 
w h ich  w ould  have serious adverse im pacts on A SLC .

In  addition  to  these  legal and financial concerns, even w ere those m atters to  be reso lved  
in  som e fash ion , im plem entation  o f  the  bill, as p roposed , w ould be  h ighly  m anual and  labor 
in tensive , resu lting  in  sign ifican t costs to  th e  state above and  beyond the  expense o f  the in terest 
red u c tio n  and rebates. B ear in  m ind  that curren tly  covered loan  types encom pass bo th  fixed and 
variab le  ra te  loans, the  b ase  rates o f  w hich range from  betw een  2 .9%  and 9 .0% ' depend ing  on  
w h en  th e  loans w ere o rig inated , and, after borrow er benefits are applied , from  0 .55%  to 7.55% . 
T h e  bill p roposes no  floor to the reduction  to  be paid ; therefore, w hile som e borrow ers m ay  be

1 Loans made prior to 2002-03 were charged 0% interest while enrolled in their program of study. The interest 
began accruing only after they left school, resulting in repayment interest being set at a higher rate.
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p ay in g  a  low er rate, o thers w ould  be receiving principal reduction  credits. B ecause o f  the 
p ro p o sed  m ethod  for de te rm in in g  an ind iv idual’s rebate, each  and every borrow er’s rebate w ould 
b e  unique g iv en  their schoo l en ro llm ent patterns and  tim eline , and in terest rates and related 
ad ju stm en t, as w ell as th e ir loan(s) status history. A s such, bo th  the calculation and  benefit 
ap p lica tion  w ould  need to  be m anually  perform ed.

To be able to resp o n d  fu lly  on the feasib ility  o f  im plem enting  th is benefit p rogram  a 
n u m b er o f  unansw ered  questions w ould  need to be resolved. T hese questions include:

•  W hat w ill be the stan d ard  for m aintain ing residency?
•  W hat does “com pletion  o f  the education  fo r w h ich  the loan w as issued” m ean— successful 

com pletion  o f  the term , academ ic year, o r degree  com pletion /graduation?
•  W ill a borrow er b e  perm itted  to  m ove in and ou t o f  “ defau lt” fo r the purpose o f  receiv ing  the 

in terest reduction?
•  W ill involuntary  p ay m en ts  (w age garnishm ent, P F D  garnishm ent) on  a loan m ake the loan 

elig ib le for the in terest reduction?
•  H ow  w ill elig ib ility  fo r loan  repaym ent or forg iveness by a  th ird  party  be determ ined?
•  W hat constitu tes th ird -p a rty  repaym ent— does th a t include available cosigners on  the loans?
•  E lig ib ility  is “for the  tim e  period  in w hich the bo rro w er establishes and m ain tains 

residency”— how  w ill in stances o f  borrow ers m oving  in and ou t o f  the  state w hile  repaying 
the loan  im pact th e ir b enefit?

•  W ould borrow ers w ho accelera te  their loan  rep ay m en t be  eligible fo r the benefit, and how  
w ould  it be paid  o u t in  such  cases?

•  In 14.43.123 (b), w h a t does “am ortized and p ro ra ted  from  the beg inning  o f  the  in terest 
accrual p e r io d .. .” m ean?

•  In 14.43.123 (c), w h a t does th is m ean and how  is it calculated?
•  W hat is m ean t by  “rep ay m en t” period? L oans m ay be  in: in-school, grace, deferm ent, and 

forbearance statuses— h o w  are those periods to be trea ted  for borrow ers w ho are  in  state, 
either con tinuously  o r  period ica lly?

•  G iven th a t the language  appears to create an un lim ited  borrow er entitlem ent at the  po in t o f  
loan d isbursem ent, o r  the  effective date o f  the  b ill tha t is triggered b y  the “com pletion  o f  
education ,” over w h a t perio d  o f  years w ould  a borrow er be  able to stretch  the ir pu rsu it o f  that 
goal and  retain  the ir e lig ib ility  for the rate reduc tion  and rebate?

•  The b ill also  seem s p red ica ted  on the idea that th e  borrow er left the  state for postsecondary  
education— how  are borrow ers w ho rem ain  in  A lask a  to  be treated  w ith  respect to  the in terest 
rate reduction  and /o r in te rest expense rebate  p rio r to  the start o f  their “repaym en t period” but 
before the ir “com pletion  o f  education”?

I am  very  m u ch  aw are of, and  share your grow ing  concerns about, the escala ting  costs o f  
p o stsecondary  education , specifically  as it im pacts b o rro w ers’ levels o f  education  loan debt. 
Y o u r support fo r A lask a  P erfo rm ance Scholarship and A laskA dvan tage E ducation G ran t funding
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is  m uch appreciated  and, I am  convinced, w ill have a  positive  im pact on  A laska’s studen ts. In 
th e  case o f  SSH B 272, the  proposed  approach  to low ering  costs o f  education  loan  b o rrow ing  is 
v e ry  problem atic , and I w anted  to  bring these m atters to  your attention  prior to  a pub lic  hearing

D B /d v

cc : R epresentative S haron  C issna 
R epresentative B e rta  G ardner 
R epresentative M ax  G ruenberg  
R epresentative D av id  G uttenberg  
R epresentative L indsey  H olm es 
R epresentative Scott K aw asaki 
R epresentative B eth  K erttu la  
R epresentative B ob  M ille r 
R epresentative P ete  P etersen  
R epresentative C hris T uck

E nclosu res

Sincerely ,

E xecu tive  D irecto r/E xecu tive O fficer



Ballard Spahr±  LLP

M E M O R A N D U M

t o  Diane M. Barrans, Alaska Student Loan Corporation

prom Blake K. Wade

Darci L. Stephens

dat* January 27, 2012

r i  Alaska H ouse Bill No. 272

A s bond counsel to the Alaska Student Loan Corporation (the “Corporation”), w e  have been asked to 
review Alaska House Bill N o. 272 (“House B ill 272”) on behalf o f the Corporation. Set forth below  
is a brief summary o f  som e o f  the legal issues raised by House Bill 272.

Violation o f  Alaska Statutes 14.42.270

A s you know, House Bill 272 is designed to provide an interest rate reduction on certain loans (the 
“Student Loans”) issued under the provisions o f  Alaska law. Pursuant to Alaska Statutes 14.42.100 
et seq. (the “Act”), the Coiporation has issued various series o f  bonds and other debt which are 
secured by a pledge o f  certain Student Loans. Under Section 14.42.270 o f  the Act, the State o f  
Alaska (the “State”) has pledged to not impair the rights o f  the Corporation to fulfill its obligations to 
its bondholders. Section 14.42.270 reads as follows:

Sec. 14.42.270. Pledge and agreement o f  state.
The state pledges to and agrees with holders o f  bonds issued by the corporation 
that the state w ill not limit or alter the rights and powers vested in the coiporation 
under AS 14.42.100 - 14.42.990 to fulfill the terms o f  a contract made by the 
corporation with the bondholders or in any way impair the rights and remedies o f  
the bondholders until the bonds, together with the interest on them with interest 
on unpaid installments o f  interest, and all costs and expenses in connection with 
an action or proceeding by or on behalf o f  the bondholders, are fully met and 
discharged. The corporation may include this pledge and agreement o f  the state 
in a contract with bondholders.

A s written, House Bill 272 would result in the reduction o f the interest rate on the Student Loans 
which serve as the source o f  repayment for the Corporation’s bonds. The enactment o f  House Bill 
272 would impair the rights o f  the Corporation’s bondholders and thus appears to violate the “non­
impairment” pledge made by the State under Section 14.42.270 o f the Act.

DMWEST #8756307 v2



Violation o f  the Alaska and U.S. Constitution

House Bill 272 likely violates both the U.S. Constitution and the Alaska State Constitution. Article I, 
Section 10 o f  the U.S. Constitution prohibits a state from passing a “Law impairing the Obligation of 
Contracts,” This “Contract Clause” prohibits states from enacting any law that retroactively impairs 
contractual rights. Article I, Section 15 o f  the Alaska Constitution contains a similar provision, 
which provides that “N o law impairing the obligation o f  contracts . .  . shall be passed.”

The terms o f  municipal bonds are contractual obligations protected by the Contract Clause. The U.S. 
Supreme Court has developed a two-part analysis to determine whether an initiative by a state 
legislature violates the Contract Clause. This same basic test has been adopted by the courts in 
Alaska. The Corporation, as a public corporation and governmental instrumentality under Alaska 
law, would likely be subject to this same analysis. The major determinant for a violation o f  the 
Contract Clause is whether the initiative substantially impairs the issuer’s obligations to debtholders. 
House Bill 272 appears to impair the Corporation’s obligation to its bond and other debtholders 
through die reduction o f  the interest rate on the Student Loans pledged to repay the debt. This 
reduction in the revenues making up the source o f  repayment o f  the Corporation’s debt would likely 
violate both the U.S. Constitution and the Alaska Constitution as an impairment o f  the Corporation’s 
contract with debtholders.

DLS/
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FirstSou th west ̂
A PlalnsCapltat Company

Memorandum

Lee Donner
Managing Director

(254)675-3552 Direct lee.donner@firstsw.com
(254) 253-0688 Cell 
(254) 675-8455 Fax

Date: January 27, 2012

To: Diane Barrans, Executive Officer
Alaska Student Loan Corporation 

Cc: Charlene Morrison, Chief Financial Officer
Alaska Student Loan Corporation 

Subject: HB 272, an Act providing for a reduction in interest on Postsecondary education loans for residents

You have asked that FirstSouthwest Company (“FSC”) review Alaska HB 272 and advise Alaska Student 
Loan Corporation (the “Corporation”) as to the implications of this proposed legislation for the currently 
outstanding student loan financings of the Corporation as well as the impact it might have on future 
anticipated student loan securitizations issued by the Corporation.

As it currently reads the proposed legislation would create the potential for a significant but 
unquantifiable reduction in yield on some o f  the Corporation’s student loan portfolios, and does not 
provide any funding to offset that loss o f  revenue. In addition, implementation o f  the provisions in the 
legislation would be administratively complex and result in the expenditure of some portion o f  current net 
revenues on increased operational expense. The Corporation currently has two types o f student loan 
financing vehicles in place: (1) the Straight-A Commercial Paper Conduit program, and (2) multiple 
student loan revenue bond issues and special project bond issues secured by student loan portfolios. The 
impact on these financings would vary.

Straieht-A Commercial Paper Conduit: Implementation of HB 272 would represent a retroactive 
addition o f  a significant “borrower benefit” to loans pledged as security under the Corporation’s Straight- 
A borrowing. Had said “borrower benefit” been in place prior to the Corporation executing it’s Straight- 
A borrowing, the program administrator would have, at the least, imposed a higher borrower benefit 
reserve requirement, and might have precluded the Corporation from pledging any loans that could be 
subject to the benefit. Should the benefit created by HB 272 take effect after the Corporation has entered 
into the Straight-A borrowing, the financial implications range from an unquantifiable impairment to the 
economics o f that transaction to the possibility that the Corporation could be required to repurchase those 
loans from the Straight-A conduit, a requirement that the Corporation might not be able to comply with 
because it lacks the requisite liquidity to do so.

Outstanding Bond Issues: All of the Corporation’s outstanding bond issues contain certain covenant 
restrictions with respect to actions taken or not taken that could have a material impact on the yield of the 
student loans securing the bonds. I will not attempt to address the legal implications o f breaching those 
covenants, but from a financial perspective, it is a virtual certainty that the rating agencies rating the

This communication is for information only, not an ofTer. solicitation or recommendation, nor an official confirmation of any financial transaction. Ii is not to be 
considered research. The information is considered to be reliable, but First Southwest Company docs not warrant its completeness or accuracy, prices and availability 
are subject to change without notice. Clients should consult their own advisors regarding any accounting, legal or tax aspects. Investors are instructed to read tho entire 
Official Statement to obtain information essential to the malting of an informed Investment decision.

mailto:lee.donner@firstsw.com


affected bonds would institute a ratings review with possible outcomes ranging from ratings downgrades 
to requirements for the deposit o f  additional assets into the affected trusts, all o f which would present 
significant financial challenges to the Corporation.

Future Bond Issues/Financings: New money or refunding bond issues in the student loan arena are 
already dramatically more challenging as a result o f changes to the Higher Education Act, the market 
impact of the credit crisis o f 2009, changes in rating agency criteria for all types o f student loan assets, 
and new regulatory requirements emanating from Dodd/Frank. The administrative and economic impact 
of HB 272 would put the Corporation in a position where successful execution of new money or 
refunding transactions would be doubtful at best.

Even if HB 272 were amended to provide state funds to offset the revenue losses on the affected loans, 
there would still be significant issues with both currently outstanding and future financings, primarily as a 
result o f annual appropriation risk, time lags between loss o f revenue and reimbursement, and the fact that 
utilization o f  or “take rates” on the benefit are effectively unquantifiable.
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S U B J E C T : Sectional sum m ary (2d S ponsor S ubstitu te  for HB 272 
(W ork  O rder N o. 27 -L S 1162 \D ))

T O : R epresen ta tive  Les G ara 
A ttn : T oby Sm ith

F R O M : Jean  M . M ischel 
L eg isla tive  Couns

Y ou have req u ested  a sec tional sum m ary  o f  the ab o v e-d escrib ed  bill.

A s a p re lim in ary  m atte r, no te  that a sectional sum m ary  o f  a bill shou ld  not be considered  
an  au th o rita tiv e  in te rp re ta tio n  o f  the  bill and  the  bill its e lf  is the best s ta tem ent o f  its 
con ten ts. I f  you  w o u ld  like an in terp re ta tion  o f  the  bill as it m ay app ly  to a  particu la r set 
o f  c ircu m stan ces , p lea se  advise.

S ec tio n  1. R eq u ires  th e  C om m ission  on  P ostsecondary  E ducation  to  p rov ide  for a three 
percen t red u c tio n  in  in te rest rates on specified  sta te  issued studen t loans excep t in certain  
c ircu m stan ces fo r a  s tu d en t w ho resides in the sta te  during  o r a fte r com ple tion  o f  the 
p rog ram  fo r w hich  the loan  w as issued.

S ec tio n  2. C ro ss  re fe ren ces in the A lask A d v an tag e  L oan P rogram  the in terest loan
redu c tio n  av a ilab le  u n d er sec. 1 o f  the bill.

S e c tio n  3. C ro ss  re fe ren ces in the A laska  S upp lem enta l E ducation  L oan  P rogram  the
in terest loan red u c tio n  ava ilab le  under sec. 1 o f  the  bill.

JM M :ljw  
12-161 .ljw
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Sponsor Statement
SS H B  272  R ed u c in g  A la sk a  S tu d en t L oan  In te rest R ate  b y  3 %  fo r T h o se  W ho R em ain  In o r 

R e tu rn  to  A lask a : B u ild in g  a S tro n g er A la sk a  W o rk fo rce

C u rren tly  A lask an s  p ay  in te res t ra tes o f  ro u g h ly  7 %  and  8%  fo r o u ts tan d in g  and  n ew  studen t 
loans. In co n trast, u sed  c a r  loan s are  cu rren tly  b e in g  issued  b y  so m e lenders a t 3%  and  less. 
M an y  A la sk an s  are s tru g g lin g  an d  A la sk a  has a h is to ry  o f  lo sin g  th o se  w h o  o b ta in  h ig h er 
ed u ca tio n  deg rees an d  jo b  tra in in g  to  jo b s  o u tside  o f  A laska .

T h is  leg is la tio n  is o n e  w ay  w e  can  lessen  the  fin an c ia l b u rd en  o n  A la sk an s  w h o  rece iv e  th e ir  jo b  
tra in in g  o r h ig h e r ed u ca tio n  in  A lask a , o r  w ho  m o v e  b ack  to  A la sk a  a fte r rece iv in g  th a t 
edu ca tio n . It is a im ed  a t s tren g th en in g  th e  A la sk an  eco n o m y , h e lp in g  A lask an s  p ro sp er, and  
re ta in in g  m o re  A la sk an  ta len t.

T h is  b ill re s tru c tu re s  A lask a  s tu d en t loan in te rest ra te s  as fo llow s. A s long  as a s tu d en t rem ain s 
in  A lask a  th e  in te res t on s ta te -issu ed  stu d en t an d  v o ca tio n a l ed u ca tio n  loans w ill be  red u ced  by  
3% . I f  a  s tu d e n t leaves A la sk a  fo r schoo l o r  jo b  tra in in g  and  re tu rns w ith in  tw o  years  o f  
co m p le tin g  co u rsew o rk , th a t s tu d en t w ill rece iv e  a  reb a te  o f  th e  ad d itio n a l 3 %  in te rest th a t 
acc ru ed  on  th e  lo an s w h ile  th e y  w ere  ou t o f  state. T h a t rebate  w ill co m e  in  equal am o u n ts  o v er a 
fiv e  y ea r p e rio d  so th a t i f  th e  s tu d en t o n ly  re tu rn s to  A la sk a  fo r a  sh o rt p e rio d  o f  tim e, he o r  she 
o n ly  q u a lifie s  fo r  a p a rtia l reba te . A  3%  red u c tio n  in  th e  in te rest ra te  o n  an  av e rag e  loan  w ill 
red u ce  in te res t p ay m en ts  b y  n ea rly  one-half.

T h e  tw o -y e a r a llo w an ce  reco g n izes  th a t A lask an s  m ay  u n d ertak e  p o s t-sch o o lin g  tra in in g  o r  find  
e m p lo y m en t o u t o f  sta te  sh o rtly  a fte r  co m p le tin g  th e ir  co u rsew o rk , th e  b en efits  o f  w h ich  th ey  
m ay  in tend  to  b rin g  b ack  to  th e  sta te  a fte rw ards.

January-May: State Capitol •  Juneau, AK 99801-1182 •  (907) 465-2647 •  Fax (907) 465-3518 
June-December: 716 W. 4th Avenue • Anchorage, AK 99501* (907) 269-0106* Fax (907) 269-0109

Representative_Les_Gara@legis.state.ak.us
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I f  a  s tu d en t re tu rn s  m o re  th a n  tw o  years a fte r co m p le tin g  h is o r  h er co u rsew o rk , he  o r  she d o e sn ’t 
rece iv e  a  reb a te  o n  the  in te re s t th a t accru ed  w h ile  he o r  she w as  ou t o f  state. U pon  re tu rn in g  to  
A lask a , h o w ev er, he  o r  she  w ill b enefit from  th e  lo w er ra te  fo r th e  rem a in d e r o f  th e  tim e  he o r  
she is re p ay in g  h is  o r  h e r  loans an d  rem ain in g  in A laska . T h is  b ill ap p lie s  to  ex is tin g  and  new  
loans.

A  red u c tio n  in  in te res t ra te  p ro v id ed  by  th is  b ill is in  ad d itio n  to  an y  o th e r av a ilab le  red u c tio n  in 
in te rest rate.

I f  th e  p o in t is reach ed  w h e re u p o n  the o vera ll in te rest ra te  av a ilab le  to  e lig ib le  studen ts reach es 
th ree  p e rcen t, th e  A la sk a  S tu d en t L oan  C o rp o ra tio n  shall h av e  the  d isc re tio n  to  d e te rm in e  
w h e th e r o r n o t th e  o v era ll in te res t rate sha ll fa ll b e lo w  th e  ra te  o f  th ree  p ercen t. S hou ld  it be 
d e te rm in ed  th a t th e  red u c tio n  w ill n ega tive ly  a ffec t th e  c o rp o ra tio n ’s b o n d  ra tin g  o r its ab ility  to  
fu n d  fu tu re  loans, th e  co m m iss io n  m ay n o t p ro v id e  a  red u c tio n  in lo an  in te rest ra tes  u n le ss  an  
ap p ro p ria tio n  is m ade.

P lease  fee l free  to  co n ta c t o u r o ffice  i f  y o u  have  any  questio n s.
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2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 272

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -S E V E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY REPRESENTATIVES GARA, GUTTENBERG, GARDNER, KERTTULA, HOLMES, TUCK, 
KAWASAKI, PETERSEN, GRUENBERG, AND CISSNA, Miller

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act providing for a reduction in interest on postsecondary education loans for 

residents."

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

* Section 1. A S  14.43 is  am en d ed  b y  ad d in g  a n ew  sec tio n  to  read :

Sec. 14.43.123. Interest rate reduction for residents, (a) N o tw ith s ta n d in g  a 

co n tra ry  p ro v is io n  o f  law  an d  ex cep t as p ro v id ed  in  (e) - (h ) o f  th is  sec tio n , the 

c o m m iss io n  sha ll p ro v id e  fo r a red u c tio n  o f  th ree  p e rcen t a  y e a r from  th e  es tab lish ed  

in te rest ra te  fo r a lo an  issued  u n d e r A S  14.43.091 - 14 .43 .160 , 14.43.161 - 14 .43 .168 , 

o r 1 4 .43 .170  - 14 .43 .175  fo r th e  tim e  perio d  in w h ich  th e  b o rro w e r e s tab lish es  and  

m a in ta in s  re s id en cy  in th e  sta te  w h ile  re p ay in g  th e  loan  i f

(1 ) the  loan  fo r w h ich  th e  red u c tio n  in  in te res t is a llo w ed  is not 

cu rren tly  in  d e fau lt;

(2 ) an y  p o rtio n  o f  th e  p rin c ip a l o r in te res t on  th e  lo an  is n o t o th e rw ise  

e lig ib le  to  be rep a id  o r fo rg iv en  by  the  s ta te  u n d e r a n o th e r p ro g ram ; and

-1-
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(3 ) th e  b o rro w er c o m p le ted  th e  d eg ree  o r  c e rtif ic a te  p ro g ram  fo r w h ich  

th e  lo an  w as is su ed  in  a  tim e ly  m an n er.

(b ) F o r  a b o rro w er e lig ib le  fo r  a  red u c tio n  in  th e  in te re s t ra te  u n d e r (a ) o f  th is  

sec tio n , th e  c o m m iss io n  shall p ro v id e  fo r a  th ree  p e rc e n t re d u c tio n  in  the  in te res t ra te , 

p ro ra ted  fro m  th e  b eg in n in g  o f  th e  lo a n  in te res t acc ru a l p e r io d  fo r  th e  lo an  to  the  date  

th e  b o rro w er b eco m es  e lig ib le  u n d e r  (a ) o f  th is  sec tio n , b u t n o t fo r a  p e rio d  longer 

th a n  fiv e  y ea rs , i f  th e  b o rro w er w as  a  re s id en t o f  th e  s ta te  fo r n o t less th an  one  year 

b e fo re  en ro llin g  in  the  p o stseco n d a ry  p ro g ra m  fo r w h ich  th e  loan  w as  issu ed  and

(1 ) e s tab lish ed  re s id en cy  in  th e  s ta te  in  th e  tw o -y e a r period  

im m ed ia te ly  fo llo w in g  c o m p le tio n  o f  th e  d e g re e  o r  ce rtif ic a te  p ro g ram  fo r w h ich  the 

lo an  w as issu ed ; o r

(2 ) a tten d ed  th e  p o s tse c o n d a ry  p ro g ra m  fo r w h ich  th e  lo an  w as issued  

an d  m a in ta in ed  re s id e n c y  in  th e  sta te .

(c) T h e  co m m iss io n  shall p ro ra te  o n  an  an n u a l b a s is  a  red u c tio n  in  the  in te rest 

ra te  u n d e r (a) o f  th is  sec tio n  o v e r th e  p e rio d  o f  re s id en cy  th a t co in c id e s  w ith  the  loan 

re p a y m e n t period .

(d ) A  red u c tio n  in  in te re s t ra te  p ro v id ed  u n d e r  th is  sec tio n  is in  ad d itio n  to  any 

o th e r av a ilab le  red u c tio n  in in te re s t ra te .

(e) N o tw ith s ta n d in g  th e  red u c tio n  in  in te res t ra te  av a ilab le  to  a  s tu d en t un d er 

th is  sec tio n , th e  c o rp o ra tio n  m ay  m a in ta in  a  m in im u m  th ree  p e rcen t in te res t ra te  fo r 

loan s issu ed  b y  th e  co rp o ra tio n  i f  n ecessa ry  fo r a p u rp o se  th a t is  co n sis ten t w ith  the 

d u tie s  o f  th e  co rp o ra tio n .

(f) B y  Ja n u a ry  1 o f  each  yea r, the  co rp o ra tio n  shall d e te rm in e  w h e th e r an d  to 

w h a t ex ten t a  re d u c tio n  o f  in te res t ra tes  u n d e r th is  sec tio n  w o u ld  n eg a tiv e ly  a ffec t the 

co rp o ra tio n 's  b o n d  ra tin g  and  ab ility  to  fund  fu tu re  loans.

(g ) I f  th e  co rp o ra tio n  d e te rm in es  th a t a red u c tio n  o f  in te res t ra te s  u n d er th is  

sec tio n  w o u ld  n e g a tiv e ly  a ffe c t th e  co rp o ra tio n 's  b o n d  ra tin g  o r  its  ab ility  to  fund  

fu tu re  lo an s, th e  c o m m iss io n  m ay  n o t p ro v id e  a  re d u c tio n  in  lo an  in te re s t ra te s  u n d er 

(a ) o r  (b) o f  th is  sec tio n  fo r th e  a ffec ted  fiscal y e a rs  u n le ss  an  ap p ro p ria tio n  is m ad e  to 

co v e r the  co s ts  o f  th e  red u c tio n . I f  th e  a p p ro p ria tio n  is in ad eq u a te  to  p ay  red u c tio n s in 

in te rest ra tes  fo r  a ll e lig ib le  loans, the  c o m m iss io n  shall p ro ra te  all red u c tio n s  in

2d SSHB 272 -2-
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S U B J E C T : A pp licab ility  to ou ts tan d in g  student loans (H B  272) 
(W ork  O rder N o. 27 -L S 1162 \M )

T O : R epresen ta tive  Les G ara 
A ttn : T oby  Sm ith /

F R O M : Jean  M . Misch< 
L eg isla tive  Cot

Y ou have asked  w heth er cu rren t s tuden t loan sta tu tes a ffec t the ap p licab ility  to 
o u ts tan d in g  s tu d en t loans issued  under the  re lev an t sta tu tes o f  the ab o v e-re feren ced  bill 
d raft tha t p ro v id es  fo r a reduced  in terest rate for sta te  residents. T he sho rt an sw er is "no"; 
cu rren t sta tu tes do no t ex p ressly  p roh ib it the  inc lusion  o f  o u tstand ing  s tuden t loans, and 
the  co n d itio n s fo r the  reduced  in terest rate in the  d raft bill do  not lim it the  ap p licab ility  o f  
the  b ill to  new  loans.

W hile  in terest ra tes for stu d en t loans issued  in the sta te  are estab lished  un d er curren t law  
by th e  A laska  S tuden t L oan  C orpora tion  based  on  the in terest ra te  pa id  on  bonds issued 
by the  co rpo ra tion  and adm in istra tive  costs  under A S 14.43.120 and  14.43.174, no th ing  
in cu rren t law  p roh ib its  the reduction  o f  an  in terest rate by the sta te  e ith er pay ing  the rate 
d iffe rence  o r  o th erw ise  fo rg iv ing  a p o rtion  o f  the accrued  interest. E ven i f  cu rren t law  
o th erw ise  a ffec ted  in terest rates on ou tstan d in g  loans, the bill d raft co n ta in s m odify ing  
language that w ould  o verride  that e ffec t by p ro v id in g  tha t the  reduction  occur 
"no tw ith s tan d in g  a co n tra ry  p rov ision  o f  law ." S ince the  bo rro w er su ffe rs no  im pairm ent 
from  a re tro ac tiv e  ap p lica tio n  o f  the in terest ra te  loan reduc tion , an im pairm en t o f  
co n trac t p rob lem  does no t appear to exist.

T he b ill as d rafted  cou ld  therefore  be app lied  to bo th  new  and ou ts tan d in g  loans, 
p a rticu la rly  i f  the  leg isla tu re  app rop ria ted  su ffic ien t funds to  cover bond  ho ld er in terest 
ra tes, i f  necessary . T he on ly  cond itions a bo rro w er m ust m eet to  take advan tage  o f  the 
rate  reduc tion  are  that (1) the loans w ere  issued  by the sta te  under specified  p rogram s, 
and  (2) the b o rro w er resides in the sta te  during  the repaym en t period . T he reduction  is 
a lso  m ad e  av a ilab le  to the  accrued  in terest re troac tively  i f  the bo rro w er re tu rns to the 
sta te  w ith in  tw o years o f  graduation .

I f  th ere  is confusion  abou t the app licab ility  o f  the bill as d rafted , an  uncodified  
ap p licab ility  p rov is io n  m ay be added  to  c larify  the m atter. C ourts  w ill also  look at 
leg isla tive  in ten t i f  the ap p licab ility  is challenged  and the court finds the w o rd ing  o f  the



R epresen ta tive  Les G ara 
January  21, 2012 
Page 2

law  am b ig u o u s in that regard . T he sponso r sta tem en t and com m ittee  records addressing  
app licab ility  w o u ld  then becom e relevant.

I f  I m ay  be o f  fu rth er assistance , p lease  advise.

JM M :ljw  
12-034.Ijw
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M E M O R A N D U M D ecem b er 29, 2011

S U B JE C T : R esidency  preference  (W ork  O rder N o . 27-L S 1162 \A )

T O : R epresen ta tive  L es G ara  
A ttn : T o b y  Sm ith

F R O M : Jean  M . M ischel 
L eg is la tiv e  C ounsel

T he d raft bill p ro v id in g  fo r an in terest ra te  reduction  on  specified  p o stsecondary  student 
loans issued  by th e  sta te  fo r state residen ts  is enclosed . W hile  the  p u rpose  o f  the  
red u c tio n  m ay  be leg itim ate  under an  equal p ro tec tion  rev iew , th a t p u rpose  m u st be 
c learly  sta ted  on th e  reco rd . In  addition , sta te  res id en cy  req u irem en ts  fo r sta te  benefits  
has been  scru tin ized  u n d er the  p riv ileges and  im m unities c lause  o f  th e  U nited  S tates 
C o n stitu tion . B o th  issues a re  fu rther ana lyzed  below .

T he sta te  constitu tio n  m ay  no t be app licab le  any  longer to  issues invo lv ing  residen t 
p re fe ren ce  w ith in  the  state. F o llow ing  decisions in tw o cases invalida ting  fo rm er A laska  
local h ire  sta tu tes, the leg isla tu re  p roposed , and  th e  vo ters app roved , a sta te  constitu tiona l 
am endm en t. T h a t p rov ision , adop ted  a t the  N o v em b er 1988 genera l e lec tion  and 
e ffec tive  Jan u ary  4 , 1989, says:

R esid en t P referen ce . T h is constitu tion  does no t p ro h ib it the  S tate from  
g ran ting  p re fe ren ces, on the basis o f  A lask a  residence , to  residen ts o f  the 
S tate  over non resid en ts  to  the  ex ten t perm itted  by th e  C o nstitu tion  o f  the 
U n ited  States.

T h e  au th o r o f  the  reso lu tio n  p roposing  the  add ition , th en -R ep resen ta tiv e  D ave D onley , 
p ro v id ed  th is  s ta tem en t fo r pub lica tion  in the  1988 general e lection  v o te r in fo rm ation  
pam phlet:

V o te r app roval o f  B allo t M easu re  N o. 1, a p roposed  am endm en t to 
A lask a 's  C o n stitu tio n  to  give the state c lear au tho rity  to  g ran t certa in  
p re fe ren ces to  its ow n  citizens co nsisten t w ith  the U .S . C onstitu tion , w ill 
g ive  sta te  re s id en t p re fe rence  law s a  figh ting  chance  in  the  courts.

T he A lask a  equal p ro tec tio n  clause has been  in terp re ted  as b e ing  m ore restric tive  th an  the 
federa l c lause . W ith  the  am endm ent's  approval at the  N o v em b er 1988 genera l e lection , 
th e  v o te rs  have  ind ica ted  a w ill to  neu tra lize  sta te  constitu tiona l obstac les to  th e  adop tion  
o f  sta te  res id en t p re fe ren ces and leave on ly  the  federa l constitu tion  as a po ten tia l 
constitu tio n a l im ped im en t. T h is  m eans th a t co nsidera tion  o f  artic le  I, sec tion  23 is
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critical to any debate about residency requirements in Alaska; however, its effect is 
arguably uncertain because, in the only reported decision weighing the scope o f  art. I, 
sec. 23, the Alaska Supreme Court declined to rule on the question o f whether or not it 
makes the state constitution irrelevant to resident preference in hiring. At this point, we 
can only hypothesize that art. I, sec. 23 will be interpreted by future courts as eliminating 
the state constitution as an impediment to resident preference in hiring. If  it is, then only 
federal constitutional impediments would remain. However, discriminating between 
Alaska residents based on length of residency will probably still be subject to the state 
equal protection clause.

The United States Supreme Court in Martinez v. Bynun, 461 U.S. 321, 328, (1983), has 
concluded that there is no fundamental right or suspect class involved in an equal 
protection analysis o f a resident preference. The Court has said that, because o f this, 
resident preference statutes under a state court review should be subject only to rational 
basis analysis. In a case involving a durational residence requirement in connection with 
eligibility for welfare benefits, the U.S. Supreme Court found the durational requirement 
invalid on the basis that it unconstitutionally burdened the right to travel, which it said is 
"expressly protected" by article IV, section 2 o f the federal constitution.

In Zobel v. Williams, 457 U.S. 55, 64 (1982), the U.S. Supreme Court found 
constitutional issues regarding an Alaska statute establishing a durational residency 
requirement for permanent fund dividend eligibility. Unlike Alaska's existing permanent 
fund durational residency requirement, the one challenged (and defeated) in Zobel 
rewarded long-term residents with bigger dividends than short-term residents were paid, 
largely based on a rationale that long-term residency was deserving o f a greater reward. 
The Court found the statute constitutionally invalid because it violated the federal 
constitution's equal protection clause. In one part o f its opinion the Court said of the 
State o f  Alaska's claim that it was permissible to discriminate between residents based on 
their length o f residency for the purpose o f varying the portions o f  state benefits each 
resident is allowed:

Alaska's reasoning could open the door to state apportionment o f other 
rights, benefits, and services according to length o f  residency. It would 
permit the state to divide citizens into expanding numbers o f permanent 
classes. Such a result would be clearly impermissible.

Id.

This bill draft allows for a retroactive interest rate reduction for borrowers who return to 
the state within two years. That provision may raise both equal protection and privileges 
and immunities concerns by those who return to the state after the two year point.

If  I may be o f further assistance, please advise.

JMM:plm  
1 l-357.p lm

Enclosure



About 38 percent of young Alaskans are leaving for 

college and jobs in the lower 48 and not coming back

laska has one of the highest migration 
rates in the nation. The general 
belief is that a disproportionately large 
percentage of Alaska's young adults 

leave Alaska after high school or after pursuing 
som e postsecondary education in the state. Also, 
it is w idely assumed that the percentage of Alaskans 
that continue their education beyond high school 
is am ong the lowest in the nation. This report 
presents data to quantify these phenom ena, 
som etim es characterized as a “brain drain".

This report tracks a study group of 16,114 young 
Alaskans, age 15-16 in 1994 (1994 Youth). It 
fo llo w s them  through their p ostsecon dary  
education in Alaska and at out-of-state institutions. 
It exam ines these data to determ ine how  many of 
the original study group are currently employed  
in Alaska.

Summary of Findings

•  Just over 62 percent of youth age 15-16 in 
199 4 were still Alaska residents in 2002 , compared 
with 71.3%  of the total Alaska population.
•  A little more than 55 percent o f the 1994 
Youth group reported som e postsecondary  
education, nearly identical to the postsecondary 
education  rate of a group o f 17-18 year old Alaska 
youth  in 2000.
•  Approximately 62 percent o f the 1994 Youth 
that pursued postsecondary education did so 
exclusively in Alaska.
•  More than 84 percent of the 1994 Youth 
that had received their postsecondary education 
exclusively in Alaska were still Alaska residents in 
2 0 0 2 , while only 51 percent of those that had 
received  postsecondary education exclusively 
outside the state were Alaska residents in 2002.

•  Nearly 70  percent of the 1994 Youth with 
postsecondary education attended the University 
of Alaska at som e time from 1996 through 2002.
•  More than 12 percent of the total 1994 

Youth group earned one or more degrees as of 
the end of 2002.
•  Nearly 54 percent (8,659) of the 1994 Youth 

group were em ployed in Alaska in 2002  based 
u pon  a m atch with Alaska u n em p loym en t  
insurance (UI) wage records. Average 2002  
earnings varied by educational attainment; youth 
w ho had earned a degree at the University of 
Alaska were the highest earners.

The number of young Alaskans entering the labor 
force each year is rapidly increasing. In 2002  
there were nearly twice as many 16-year-old 
Alaskans (11,246) as there were new  jobs created  
in  A laska from  2 0 0 1  to  2 0 0 2  (6 ,5 0 0 ) .  
Nevertheless, a significant number o f em ploym ent

1994 Population Still Alaska
R es id en ts , b y  a g e  group 1

Age 15-16 
All Ages Total

'94 95 '96 '97 '98 '99 '00 '01

Source. Alaska Department o f Labor and Workforce Development. Research and Analysts
Section, and Alaska Permanent Fund
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2 1994 Population Still Alaska
R es id en ts , p e rc e n t by age g ro u p

A g e Group 1994 1995 1996 1997 2002
14 and Under 100 91.5 86.9 83.9 74.8
15-16 100 91.2 86.9 82.6 62.3
17-19 100 88.9 82.3 77.2 61.2
20-29 100 87.8 80.6 76.0 65.9

30-39 100 92.1 86.8 83.5 74.1

40-49 100 93.4 89.2 86.5 76.2
50+ 100 91.5 86.2 82.1 65.9
Total 100 91.4 86.1 82.6 71.3

S o u rc e : A la s k a  D epartm ent o f  Lab o r a n d  W orkfo rce  D eve lopm en t, R e se a rc h  a n d  A n a ly s is  
Se c t ion , a n d  A la s k a  P e rm an en t F u n d

opportunities are available to new entrants to the 
labor force. The number of new hires each  
quarter, already large, (see Exhibit 17) may soon  
increase, as a high percentage of Alaska's 
workforce approaches retirement age. H ow ever, 
numbers don't tell the w hole story; the likelihood  
exists of a mismatch between the skills of new  
workers and job openings. Youth face an obvious 
d isa d v a n ta g e  in c o m p e tit io n  w ith  m o re  
experienced workers. The lure o f the m uch  
larger job  markets to the south cannot be ignored. 
Tracking the postsecon dary  education  and  
em ploym ent patterns of young Alaskans can be 
helpful in determining priorities and programs in 
the com ing years. Such findings can be used to 
enhance job  opportunities for young Alaskans.

1994 Youth group characteristics

3
1994 Youth
P lace o f R e s id e n c e  1994  an d  2002

T he stu d y  
significantly

grou p  m e n tio n e d  
more males (52.5%)

earlier had  
than fem ales

Residence in 1994 Residence in 2002

Same Borough 
Census Area (C.A.)

Moved to Other 
Borough/C.A.

Outside Alaska Total

Number Percent Number Percent Number Percent
Aleutians East 23 60.5 7 18.4 8 21.1 38

Aleutians West 24 34.8 18 26.1 27 39.1 69
Anchorage 3,180 52.2 515 8.5 2,394 39.3 6,089

Bethel 316 71.3 59 13.3 68 15.3 443
Bristol Bay 8 27.6 10 34.5 11 37.9 29
Denali 21 39.6 15 28.3 17 32.1 53
Dillingham 87 66.9 28 21.5 15 11.5 130
Fairbanks 937 47.3 198 10 847 42.7 1,982
Haines 19 25.7 22 29.7 33 44.6 74
Juneau 288 31.9 186 20.6 430 47.6 904
Kenai 593 42.1 233 16.5 583 41.4 1,409
Ketchikan 162 37.9 54 12.6 212 49.5 428
Kodiak 141 39.3 70 19.5 148 41.2 359
Lake and Peninsula 26 50 18 34.6 8 15.4 52
Mat-Su 769 45.7 319 19 594 35.3 1,682
Nome 180 63.4 64 22.5 40 14.1 284
North Slope 117 62.9 34 18.3 35 18.8 186
Northwest Arctic 136 64.8 41 19.5 33 15.7 210
Prince of Wales-Outer Ketchikan 75 41 35 19.1 73 39.9 183
Sitka 95 39.4 42 17.4 104 43.2 241
Skagway-Hoonah-Angoon 33 30.8 32 29.9 42 39.3 107
Southeast Fairbanks 70 33.7 75 36.1 63 30.3 208
Valdez-Cordova 88 31.2 75 26.6 119 42.2 282
Wade Hampton 141 71.2 36 18.2 21 10.6 198
Wrangell-Petersburg 65 36.3 36 20.1 78 43.6 179
Yakutat 9 37.5 8 33.3 7 29.2 24
Yukon-Koyukuk 110 45.1 88 36.1 46 18.9 244
Unknown 0 0 6 22.2 21 77.8 27
Total 7.713 479 2,324 14.4 6,077 37.7 16,114

16 ALASKA ECONOMIC TRENDS JANUARY 2004
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(47.5%). Males outnum bered females in all age 
groups in Alaska in 1994. Consistent with the 
overall population distribution in Alaska, 37.8% of 
the 1994 Youth p opu lation  reported their 
residence in Anchorage, 12.3% in Fairbanks, 
10.4%  in Mat-Su and 8.7% in Kenai.

No information is currently available indicating 
w hether the 1994 Youth w ere Alaska high school 
students in 1994 or graduated from an Alaska high 
school. In 1996 and 1997, the Alaska Department 
of Education and Early D evelopm ent reports 
1 2 ,2 0 9  high school graduates from Alaska school 
districts. This represents a large percentage of 
the total high school graduation age population 
for those years. (The statewide dropout rate for 
grades 7-12 ranged from 3.4% to 4.1 % from 1996 
to 1998.)

For purposes of comparison, a second group of 
Alaska youth age 17 to 18 in 2000  was selected  
and m atched with administrative data. This group 
of recent high school graduation age youth was 
e x a m in e d  to d eterm in e  e m p lo y m e n t and 
postsecondary education decisions shortly after 
their high school years.

Outmigration from Alaska-1994 to 
2002

Older youth and young adults typically have the 
highest migration rates o f any population group. 
This is typically the time when individuals are 
either continuing their education or considering 
a serious job or career. In order to achieve these 
goals, many consider moving to another location. 
Although the majority of Alaska’s 1994 Youth

2002 Residence of 1994 Youth
A g e 15-16

A la s k a
R e s id e n t

4
Sam e Borough 

7,713 
47.9%

Sou rce : A la s k a  D epartm ent o f  L a b o r  a n d  W orkfo rce  D eve lopm ent, R e se a rch  a n d  A n a ly s is  S e c t io n

Percent of 1994 Youth g*
W ith  so m e p o s ts e c o n d a ry  ed ucation

Percent of Youth w/som e 
Postsecondary Education

[~ ~ ~j Less than 45,0

F T * ]  45.0-60.0

jSSfeW More than 60.0

^  Aleutians West 
\63.8

North Slope 
25.8

Northwest 
Arctic 

32.4 r-u
Yukon-

Koyukuk
42.6

/W a d e
Hampto

Bethel 
36.1 . Haines

Anchorage 
57 5

Kodiak Island 
61.6

Fa irbanks
North Star

59.3

Dillingham -"p
68.5 ^

Bristol Bay 
58.6

Aleutians East 
57.9 ^

Skagway- 
Hoonah- 50.5 

Yakutat An9°on

< 583
Juneau

Lake and Peninsula 
53.8

Wrangell-Petersburg 
50.8

Ketchikan Gateway 
56.8

Prince of Wales- 
Outer Ketchikan 

39.3

Source Alaska Department of Labor and Workforce Development. Research and Analysis Section



6
Where 1994 Youth Did Their
P o s ts e c o n d a ry  s tu d ie s
And em ploym ent status

Alaska
Resident Employed 2002

Total Number % Number %
N o Postsecondary Reported 7,211 4,202 58.3 3,623 50.2

A laska Only 5,537 4,679 84.5 4,207 76

O utside Alaska Only 1,190 607 51 428 36
Inside and Outside Alaska 2 ,176 549 25.2 400 18.4

Total 16,114 10,037 62.3 8,658 53.7

S o u rc e : A la s k a  Departm ent o f  L a b o r a n d  W orkforce  D eve lopm en t, R e se a rc h  a n d  A n a ly s is  S e c t ion

study group chose to continue their work and/or 
education close to hom e, approximately 38  
percent chose to leave Alaska to pursue their 
long-term goals.

D ue primarily to outmigration, there was a 
significant decline in the number of Alaska 1994  
Youth from 1994 though 1997, when most o f the 
students w ould have b een  old enough to graduate 
from high school. In 1997, 82.6% of the 1994  
Youth group were still Alaska residents based  
upon PFD application. By 2002, only 62.3% o f  
this population were still Alaska residents. (See 
Exhibit 1.)

7
 Education, Residency, and
E m p lo y m en t o f yo u th

Youth Age 15-16 in 1994__________   Youth Age 17-18 In 2000

Youth
Post­

secondary Degree

Alaska 
Resident 
in 2002

Alaska
Employed

2002 Youth
Post­

secondary Degree

Alaska Alaska 
Resident Employed 
in 2002 2002

Aleutians East 38 22 4 30 24 54 27 0 48 38

Aleutians West 69 44 11 42 44 75 38 1 60 48

Anchorage 6,089 3,503 843 3,695 3,146 7,587 4,207 40 6,619 5,400

Bethel 443 160 17 375 356 552 221 3 517 442

Bristol Bay 29 17 4 18 15 39 28 0 33 28

Denali 53 37 10 36 30 60 38 2 55 38

Dillingham 130 86 9 115 100 153 99 1 145 109

Fairbanks 1,982 1,176 295 1,135 971 2,413 1,418 17 2,091 1,769

Haines 74 36 8 41 42 98 53 1 80 69

Juneau 904 499 118 474 434 1,213 643 11 1,015 856

Kenai 1,409 794 192 826 693 1,838 1,191 11 1,597 1,265
Ketchikan 428 243 48 216 201 439 231 2 361 284

Kodiak 359 219 41 211 175 393 262 7 329 256

Lake and Peninsula 52 28 2 44 38 73 42 0 61 56
Mat-Su 1,682 885 198 1,088 914 2,311 1,200 24 2,008 1,582
Nome 284 141 22 244 212 318 145 2 292 246
North Slope 186 47 3 151 133 257 84 0 227 205
Northwest Arctic 210 68 9 177 159 259 84 0 241 196
POW-Outer Ketchikan 183 72 10 110 90 208 91 0 172 126
Sitka 241 157 28 137 121 273 176 2 219 183
Skagway-Hoonah-Angoon 107 54 14 65 61 100 53 2 85 72
Southeast Fairbanks 208 107 21 145 123 238 122 5 203 149
Valdez-Cordova 282 197 39 163 142 338 270 7 293 237
Wade Hampton 198 73 3 177 164 270 77 1 255 215
Wrangell-Petersburg 179 90 20 101 81 212 127 0 171 125
Yakutat 24 14 0 17 15 21 9 0 20 18
Yukon-Koyukuk 244 103 14 198 169 269 136 0 246 201
Other/Unknown 27 14 6 6 5 352 182 3 123 87
Total 16,114 8,886 1.989 10,037 8,658 20,413 11,254 142 17,566 14.300

S o u r c e  A la s k a  D ep a rtm en t o f  L a b o r  a n d  W o rk fo rc e  D eve lo p m en t. R e se a rc h  a n d  A n a ly s ts  S e c t io n
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Outmigration rates for Alaska youth age 17-19 
and age 15-16 in 1994 were the highest o f any 
age group. Fully 37.7% of 15-16 year olds and 
38.8%  o f 17-19 year olds no longer resided in 
Alaska in 2002, compared to 28.7% of all Alaska 
residents. (See Exhibit 2.) The migration rate for 
m ales and females was virtually the sam e within 
the 15-16 age group.

Differences in outmigration rates from Alaska by 
age group were significant, but they varied 
dramatically depending on the geographic region 
w here the youth lived in 1994. (See Exhibit 3.) 
Boroughs in Sou theast Alaska exhibited the largest 
outmigration rates for the 15-16 year old popu­
lation. Only 50.5% of youth from Ketchikan, 
52.5%  of Juneau youth, and 57.1%  of Sitka youth 
rem ained  in Alaska in 2002 .

S om e o f Alaska ’s rural boroughs and census areas 
had very low outmigration rates. Nearly 90  percent 
of th e 1994 Youth in W ade Ham pton, 88.5% of 
youth  in Dillingham, 86.2%  in N om e, and 84.9%  
in B ethel were still in the state through 2002.

M ore than 14 percent o f 1994 Youth m oved to 
another borough or census area in Alaska. (See 
Exhibit 3.) Rural resident youth were just as likely 
to m ove to another part of the state as to move 
ou tsid e Alaska. Seeking a w ider variety of 
education  or em ploym ent opportunities, most of 
those that m oved from a rural area to other parts 
of Alaska m oved to Anchorage or Fairbanks.

Alaska generally has one of the highest interstate 
migration rates of any state. Outmigration during 
the 1990s averaged 7.2% per year for the total 
population. Based upon analysis o f IRS tax return 
data, 46.9%  o f gross migration (both inmigration 
and outmigration) was with states in the western 
U.S. W ashington and California w ere the two 
top states for interstate migration. Alaska youth 
attended  postsecondary schools in these same 
“magnet" states.

Although som e of the regions in Alaska with the 
highest migration rates had slow growing or 
declin ing econom ies, this was not the entire 
explanation for this pattern. Som e of the rural

regions of Alaska with relatively low migration 
rates also exhibited slow growth prospects during 
the 1990s. Clearly, econom ic, cultural, and 
environmental factors play a part in the decision  
to leave Alaska for continuing education and 
econom ic opportunities.

There was very little flow from resident to 
nonresident status and back over the course of 
the nine years from 1994 through 2002 . For 
those resident youth in 1994 that were still residents 
in 2002, more than 90 percent had been  residents 
throughout the entire period. O nce they left 
Alaska and b ecam e nonresidents, very few  
resumed residency in later years.

For the more recent study population of Alaska 
youth age 17-18 in 2000,86.1%  were still residents 
o f Alaska in 2 0 0 2 , based upon Alaska PFD 
application.

ftjstsecondary education rates

At least 55.3% (8,903) of the 1994 Alaska Youth 
population attended on e or more postsecondary 
schools from 1996 through 2002. More than 34 
percent (5,537) o f these youth pursued their 
postsecondary education exclusively in Alaska, 
7.4% (1,190) w ent to school exclusively outside 
Alaska, while 13.5% (2,176) attended  post­
secondary education institutions both inside and 
outside the state.

Nationwide, about 63 percent o f high school 
graduates age 16 to 24, and about 43 percent of 
all 18 to 24-year-olds had enrolled in college in 
1999.

More than 6 ,200  o f Alaska’s 1994 Youth attended  
the University of Alaska at som e time from 1996  
through 2002. Credits were earned at the 
University of Alaska from 1996 through 2002  by 
34.1%  of the 1994 Youth group, with the 
remainder o f those attending having withdrawn, 
received an incom plete or failed their course(s). 
Nearly 70 percent of the 1994 Youth that attended  
a postsecondary institution attended the University 
of Alaska.



8
Postsecondary Education
S tatu s  thru  20 0 2 — Youth  17-18 in 2000

Inside/Outside

Sou rce : A la s k a  D epartm ent o f  L a b o r a n d  W orkfo rce  D eve lopm en t,R e sea rch  a n d  A n a ly s is  S ect ion

9 Attended University of Alaska
By credits earned 1996-2002 -1 9 9 4 Youth

S o u rce : A la s k a  Departm ent o f  L ab o r a n d  W ork fo rce  D eve lopm en t,R e sea rch  a n d  A n a ly s is  S e c t ion

10Bachelor Degrees from U of A
Percent employed and Alaska resident 2002

Number Percent

More than 12 percent (1,989) of the 1994 Youth 
group had earned one or more degrees and/or 
certificates as of D ecem ber 2002. From 1996  
through 2002, 838  of the youth earned one or 
more degrees and certificates o f all types from the 
University o f Alaska.

Residency and current em ploym ent status varied 
significantly depending upon the location of 
reported postsecondary education activity. Those 
1994 Youth that reported both in-state and out- 
of-state postsecondary education had the lowest 
current Alaska em ploym ent and residency; only 
25 percent of those youth were residents o f 
Alaska and 18 percent reported working in the 
state in 2002. (See Exhibit 6.)

The percent of the 1994 Youth that attended a 
postsecondary institution varied significantly by 
place o f residence. (See Exhibit 7.) While the 
overall postsecondary participation rate was 55  
percent, the participation rate by borough/census 
area varied from 25 percent to 70 percent. 
Surprisingly, rural areas were represented among  
both the low est and highest postsecondary  
participation groups. Lowest postsecondary  
participation was reported in the North Slope 
Borough, Northwest Arctic Borough and Bethel 
Census Area, while the highest rates were reported 
in Valdez-Cordova Census Area, Denali Borough 
and Dillingham Census Area.

The 1994 Youth in the urban areas of Anchorage, 
Fairbanks and Mat-Su attained the largest number 
of postsecondary degrees or certificates, and 
urban areas gen erally  had higher rates o f  
attainment. However, Aleutians West Census 
Area and Denali Borough both had high rates o f 
degree attainment, but with very small total 
numbers. In general, rural areas fared poorly in 
terms of degree attainment, with the North Slope 
Borough and W ade Hampton having less than 
two percent of their youth reported as receiving 
a degree or certificate as o f 2002.

Fbstsecondary education for Alaska 
residents age 17-18 in year 2000

90 '91 '92 '93 ’94 '95 '96 '97 '98 '99 '00 ’01 02

S o u rc e : A la s k a  D epartm ent o f L a b o r and  W orkfo rce  D eve lopm ent. R e se a rch  a n d  A n a ly s is  S e c t ion

The 20 ,413  Alaska resident youth age 17-18 in 
2000  were m atched with University of Alaska and

Only 
36.5%

No
Postsecondary

Ed.
44.9%

Alaska
11.8%

Outside 
Alaska 
6 .8%

1-30
3,327
53.4%

31-60
884
14.2%

Attended 
but no credit 
736 
11.8%

121+ credits 
421 
6 .8 %

-120 
371 

61-90 6.0% 
486
7.8%
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National Student Clearinghouse (NSC) files to 
identify their participation in postsecondary  
education . (See Exhibits 3 and 4.) Overall 
participation in postsecondary education mirrored 
the 1994 Youth group, with a similar 55.1%  
attending one or more postsecondary institutions. 
Longer term tracking of the 2000  Youth group will 
probably result in higher postsecondary education 
participation rates than the 1994 group.

Although only the most ambitious 17-year-old 
w ould  have had time to earn a bachelor's degree 
by th e  end of 2002, more than 140 youth in this 
group had earned certificates or associate degrees 
by that time.

For th o se  y o u th  that had r e c e iv e d  som e  
postsecondary education as o f 2002 , two-thirds 
had received that education exclusively in Alaska. 
The remainder received som e postsecondary 
education outside thestate, with 12.4% continuing 
their education exclusively outside Alaska.

More females in postsecondary ed

M ore than 50 percent (4,279) of males and 60.2%  
(4 ,602) of females in the 1994 Youth group had 
som e reported postsecondary education. A little 
less than 10 percent of the males and 15 percent 
o f th e females earned a degree. Nearly 59 per­
cent o f those with degrees w ere female. For 
those attending postsecondaiy institutions, females 
w ere more likely to attend exclusively in Alaska.

Alaska students stay in western U.S.

The 1994 Youth group attended colleges and 
universities in every state in the union from 2000  
to 2 0 0 2 , but most of them  attended institutions 
located  in the west coast states. Washington had 
53 0  students from Alaska, Oregon 423, and 
California 331. Colorado had 213. Utah, Montana, 
N evada, and Texas each drew betw een 113 and 
177 o f  the 1994 Youth.

University of Alaska student data

Nearly 39 percent of the 1994 Youth (6,264  
students) attended on e or m ore terms at the

University o f Alaska from the fall o f 1996 through 
the fall of 2002. However, a large percentage 
(46.7%) of them attended for three or fewer 
terms during the period. More than 62 percent 
of those youth that attended the University of 
Alaska at som e time during the period began 
attending by the fall o f 1997.

The 1994 Youth group attempted 2 7 6 ,8 6 6  credits 
and earned 207 ,528 . The mean num ber of 
credits earned from 1996 through fall 2002  was 
33, while the median credits earned was 14. 
More than 53 percent of the students attending 
the University o f Alaska earned betw een 1 and 30  
credits through the fall 2002, while an additional 
11.8% of 1994 Youth attended, but earned no 
credits. (See Exhibit 9.)

More than 43 percent of the fem ale 1994 Youth 
grou p and nearly 3 5 percent of the males attended  
the University o f Alaska at som e time from 1996- 
2002 . Approximately 53 percent of the 1994 
Youth group that attended the University of Alaska 
were female. The average number o f  credits 
earned by fem ales was 35.2, while males earned  
on average 30 .8  credits.

As o f fall 2002 , 838  of the youth cohort had 
received one or more degrees from the University 
of Alaska. Based upon the first reported degree 
awarded, 488 had earned a bachelor’s degree, 
308 an associate degree, and the remainder had 
earned advanced degrees or other certifications. 
Each year, the University of Alaska awards 
approximately 1,300 bachelor’s degrees.

Exhibit 13 shows the number of students who  
earned degrees and the current resident and 
em p loym en t status for each  year's d egree  
recipients. As ex p ec ted , the m ore recent  
University of Alaska graduates have the highest 
current Alaska residency and em ploym ent rates, 
but those students that earned degrees early in 
the decade have relatively high and stable current 
em ploym ent and residency rates as well. For the 
more recent youth cohort, those Alaskans age 17- 
18 in 2000 , 38.6% attended the University of 
Alaska at som e time from 1996 through 2002. 
Nearly 16 percent w ere still attending the 
University of Alaska as of fall 2002.
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Average Alaska Earnings
By education, 1994Youth-2002

■o  Postsecondary reported

No Degree

Attended U of A. No Credits

31 -60  U of A Credits

1-30 U of A Credits

Degree, Alaska or Outside

61-90 U of A Credits

U o f A Degree

All Youth Workers

$10,644

$15,631

$16,902

$18,025

$18,656

$18,941

$19,754

$20,928

$21,236

$17,238

Sou rce .' A la s k a  D epartm ent o f  L a b o r a n d  W orkfo rce  D eve lopm en t,R e sea rch  a n d  A n a ly s is  Sect ion

12 Employment, Earnings, Residency
1994 Y outh , U o f A  s tu d e n ts -2 0 0 2

1994 Resident Employed Total AK Average Quarters

Youth* in 2002 in AK Earnings Eamings Worked

Total 16,114 10,037 8,659 $149,262,715 $17,238 27,434

Attended UA, No Credits Earned 736 533 468 8,435,591 18,025 1,518

1 to 30 Credits Earned 3,327 2,458 2,143 40,589,836 18,941 7,014

31 to 60 Credits Earned 884 701 609 11,361,407 18,656 2,014

61 to 90 Credits Earned 486 431 354 7,408,458 20,928 1,160.

91 to 120 Credits Earned 371 344 307 5,256,249 17,121 1,020

121 + Credits Earned 421 391 346 6,088,189 17,596 1,113

Earned One or More Degrees 838 734 657 13,952,018 21,236 2,210

Attended University of Alaska 6,264 4,887 4,255 79,561,938 18,698 13,924

Did Not Attend U A 9,850 5,150 4,404 69,700,777 15,827 13,510

* Age 15-16 in 1994

S ou rce : A la s k a  Departm ent o f  L a b o r a n d  W orkfo rce  D eve lopm ent, R e se a rc h  a n d  A n a ly s is  Sect ion

13 Employment and Earnings
1994 Y ou th  by U o f A  a tte n d a n c e , s e x -2 0 0 2

Attended UA, No Credits Earned 

1 to 30 Credits Earned 
31 to 60 Credits Earned 
61 to 90 Credits Earned 
91 to 120 Credits Earned 
121 + Credits Earned 
Earned One or More Degrees

Total

Male Female

1994 Employed Avg. Total 1994 Employed Avg. Total
Youth" inAK Eamings Youth* inAK Eamings

424 272 20,064 312 196 15,194

1,546 985 20,699 1,779 1,156 17,441

403 284 20,473 481 325 17,068

239 177 24,719 247 177 17,136
152 126 18,153 219 181 16,403
161 123 18,065 260 223 17,337
314 237 25,267 524 420 18,961

5.511 2.619 17,967 4,327 1,784 12,686

8,458 4,605 19,098 7,642 4,051 15,123

U of A student 
employment and earnings

A little more than 4 ,200 current 
and form er students o f the 
University of Alaska from the 
1 9 9 4  Y outh co h o rt w er e  
em ployed in Alaska in 2002. This 
group earned more than $79  
million, based upon adminis­
trative record m atches with  
Alaska UI wage records. Students 
w ho rece iv ed  on e or m ore 
degrees at the University o f  
Alaska had the highest average 
total Alaska earnings in 2002. 
(See Exhibit 12.) Workers that 
reported earning between 61 
and 9 0  University of Alaska 
credits had the second highest 
average earnings.

N o  m atter  th e  le v e l o f  
educational attainment, males 
earned more than females in 
Alaska in 2002. Male University 
o f Alaska d egree recip ients  
earned significantly more than 
fe m a le s , a lth o u g h  fem a les  
received a much larger number 
o f degrees and many more of 
them  w ere em ployed in Alaska 
in 2 0 0 2 . (See Exhibit 13.) 
Females w ho earned a degree 
at the University of Alaska had 
w a g e  and salary earn in gs  
a p p r o x im a te ly  50  p erc en t  
greater than those females who  
did not attend the University of 
Alaska. In 2002 , males that did 
not attend the University had 
average earnings that were 94% 
as much as the entire male youth 
cohort w hile w om en  earned  
83.9% as much as all w om en in 
the group.

* Age 15-16 in 1994. For some youth gender data was unavailable, causing totals to differ. 

S o u r c e : A la s k a  D epartm ent o f  L a b o r a n d  W orkfo rce  D eve lopm ent, R e se a rc h  a n d  A n a ly s is  S ect ion
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1994  Youth employment and earnings

Total wage and salary earnings in Alaska in 2002  
for th e  8 ,659  em ployed 1994 Youth were $149.3  
million. These workers, representing 53.7% of 
the total 1994 Youth study group, earned on 
average $ 17,238 in 2002 com pared with $25,808  
average annual earnings for all workers employed  
at so m e  time during the year 2002  in Alaska. The 
largest number of workers and the largest total 
earnings were in the Trade, Transportation & 
Utilities industry, The highest average and median 
earnings were paid to workers in the Natural 
Resource & Mining industry. (See Exhibit 15.)

Nearly 53 percent of 1994 Youth em ployed at 
som e time during 2002  w ere em ployed by a 
single employer. An additional 28.3% of workers 
w ere em ployed by two em ployers and 12.0% 
w ere em ployed by three. Youth workers were 
em p loyed  an average o f 3 .2 quarters per year.

Positions currently filled by nonresident workers 
represent potential opportunities for Alaska’s 
workers, including new  entrants to the labor 
force. The Alaska Department of Labor and 
Workforce D evelopm ent estimates that there 
were nearly 6 8 ,000  nonresidents em ployed at 
som e tim e in Alaska in 2 0 0 1 . Industries, 
occupations, and em ployers that have high 
nonresident hire rates signal an unm et training 
need and a placement opportunity for Alaska’s 
training programs.

Total Average Earnings-2002 M Jk
1994Youth age 15-16 |

{Thousands

$5 to

Migration and employment opportunities

The relatively high migration rate am ong youth 
from Alaska is the result o f many factors. The 
estim ated number of youth leaving the state is 
quite high, but the overall rate of outmigration 
has n ot increased in recent years. In fact, the 
percentage o f 18-year-olds leaving the state in 
the late 1990s (about 9 percent annually) was 
low er than at any time during that decade.

Each year during this decade, at least 11,000  
Alaska youth will enter the labor force. This 
increase will be more than m atched by a growing 
num ber of job openings. Current projections call 
for an  increase in Alaska em ploym ent o f 16.7% 
over the 2000  to 2010  time period. This means 
em ploym ent is predicted to grow from 302,255  
in 2 0 0 0  to 352 ,693  in 2010, or an average annual 
increase of more than 12 ,000  jobs over the 
d e c a d e . These projected  op en ings are the 
com b ined  result of em ploym ent growth and net 
separations from the occupations and do not 
include jobs resulting from em ployee turnover.

$10 to

S ou rce : A la s k a  D epartm en t o f  L a b o r a n d  W orkfo rce  D eve lopm ent, R e se a rch  a n d  A n a ly s is  S e c t io n

Employment and Earnings d  C
By industry, 1994Youth-2002 I

Total Total Mean Median

Workers Earnings Earnings Earnings

Local Government 932 $12,563,184 $13,480 $9,462
State Government 422 8,104,181 19,204 18,743

Unknown 9 176,494 19,610 11,298

Construction 808 19,437,983 24,057 21,488

Educational and Health Svcs 945 16,555,507 17,519 16,451

Financial Activities 451 8,155,414 18,083 17,446
Information 199 4,741,951 23,829 21,686

Leisure and Hospitality 1.175 11,782,065 10,027 7,197
Manufacturing 216 3,114,855 14,421 9,997

Natural Resources and Mining 312 10,990,562 35,226 32,650

Other Services 365 5,623,264 15,406 13,337

Professional and Business Svcs 715 11,742,102 16,423 13,514

Trade, Transportation, Utilities 2,110 36,275,154 17,192 14,840

Total 8,659 149,262,715 17,238 13,905

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

JANUARY 2004
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Turnover in the workplace provides additional 
opportunities. In 2001, there were approximately 
2 0 0 ,0 0 0  new  hires, defined as a worker who had 
not worked for that em ployer at any time in the 
previous four calendar quarters. (See Exhibit 17.) 
N ew  hires, along w ith other w age record  
transaction  m easures can help  to identify  
em ploym ent opportunities for jobseekers and 
training n eed s for training providers.

Retirement is another avenue through which job  
openings occur. Alaska’s population is aging 
rapidly. Assuming no significant change in the 
average retirement age, the quickly increasing 
average age of workers suggests that retirement 
(and death) will play an even  larger role in the 
number of Alaska job openings during the next 
several years. In 2001 , 16.6% of private sector 
workers in Alaska were age 50 and over, 8.5%  
age 55 and over. More than 20  percent o f oil and 
health care industry workers are age 50 or older, 
and in state governm ent, more than 28 percent of 
all workers are over age 50.

Summary

Alaska youth rates o f attendance at postsecondary  
schools appear to be roughly com parable to those 
in the rest o f the U.S. Among geographic areas 
in Alaska, the difference in participation rates is 
large. Overall migration from Alaska continues to 
be quite high, with the highest rates (about 38  
percent) found in the older youth and young adult 
age groups. Just 62 .3  percent of the study group 
of Alaska youth age 15-16 in 1994 retained their 
Alaska residency through 2002.

Employment and Earnings
By educational status 1994Youth-2002

The 1990s was a period of slow econom ic growth, 
with a shift in predom inant industries from  
resource extraction to services and retail. During 
the next ten years, overall em ployment is expected  
to exhibit growth, while underlying dem ographic 
shifts and turnover will provide an increasing 
number of job openings for the quickly growing 
young adult population in Alaska. Changes in the 
types of workers required and the number o f  
youth  seeking postsecondary education  will 
continue to present opportunities and challenges 
to Alaska’s educational institutions over the next 
ten years.

Methodology
More than 16,000 Alaskans age 15-16 in 1994 (1994 
Youth) were identified based upon reported date of 
birth on their Alaska Permanent Fund Dividend 
application and matched with unemployment insurance 
wage records and a variety of administrative data. 
The group of high school age youth were tracked for 
the next eight years and their continuing education 
and employment outcomes were evaluated. No high 
school graduate database is available for Alaska, so 
this file was used as a proxy for that information.
More than 12,200 high school graduates were 
reported in Alaska in 1996 and 1997. Another group 
of 20,413 17-18 year olds in 2000 was selected for 
tracking short-term postsecondary education choices.

The majority of the study group retained their Alaska 
residency during the evaluation period and had 
identifiable postsecondary education both within and 

outside Alaska. However, no information was found 
for some youth. No national data were used to 
identify those employed outside Alaska and no 
information is available for those that died or left the 
U.S. during this period. New youth arriving in Alaska 
after 1994 were also excluded from the group.

1994 Resident Employed Total Avg. TotalTotal Qtrs
Youth in 2002 in AK Earnings Earnings Worked

Total 16,114 10,037 8,659 $149,262,715 $17,238 27,434
Postseoondarv Education Status
No Postsecondary Reported 7,211 4,202 3,623 56,633,076 15,632 11,252
AK Postsecondary Only 5,537 4,679 4,207 80,989,972 19,251 14,055
Outside AK Postsecondary Only 1,190 607 429 6,027,828 14,051 1,117
Inside and Outside AK 2,176 549 400 5,611,840 14,030 1,010
Degree Status (AK and US)
No Degree Earned 14,125 8,803 7,635 129,034,593 16,900 24,209
One or More Degrees Earned 1,989 1,234 1,024 20,228,122 19,754 3,225

S o u rc e  A la s k a  D epartm en t o f  L a b o r a n d  W orkfo rce D eve lopm en t, R e se a rch  an d  A n a ly s ts  S ect ion
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Alaska Ul Wage Records and the Occupational 
Database
In addition to industry and eamings information, 
Alaska's unemployment insurance (Ul) wage record file 
contains occupation and place of work information for 
most wage and salary workers in the state. Employers 
are provided with special occupational coding manuals 
that assist them in coding each of their workers using 
the Standard Occupational Classification system. 
Besides being able to follow the progress of workers 
through a career ladder, it allows for direct comparison 
with other occupational information to matching an 
occupation with the typical education level for that 
occupation and looking at eamings by occupation. In 
addition, occupation data attached to each worker 
helped in determining if workers were employed in an 
occupation related to their education and training. This 
information is collectively known as Alaska’s Occupa­
tional Database (ODB). The Wage Record Interchange 
System (WRIS) could not be used to track the employ­
ment outcomes of youth that were employed outside 
the state, since that file can be used only for evaluating 
the performance of certain federally funded training 
programs, primarily those associated with the 
Workforce Investment Act.

Administrative Data
The Alaska Permanent Fund Dividend (PFD) is money 
paid to each Alaska resident from eamings from the 
Alaska Permanent Fund, an oil revenue funded 
endowment. In 2002, each Alaskan was paid $1,542, 
a significant incentive to complete an application form 
that collects a few key demographic variables. Age, 
sex and place of residence information is collected 
from the file and used to identify the population, 
identify place of residence by year, determine 
continued residency and track in-state and estimate 
out-of-state migration.

Youth’s continuing education was tracked using 
University of Alaska, other Alaska postsecondary 
education files and National Student Clearinghouse 
data showing education and degrees obtained in other 
Alaska schools and in other states. Although not all 
out-of-state schools and all years were available, the 
Clearinghouse data helped to fill a gap in information 
about the large number of Alaskans that pursue 
postsecondary education outside the state. Not all 
schools report, and information was not available for 
all years. The data provided was the best look yet at 
the postsecondary education activity and outcomes of 

Alaska youth.

New Hires by Occupational J j ■7
Group, and quarter, 2001 | #

Occupational Category 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr

Management 1,338 1,351 1,243 1,041

Business and Financial Operations 671 545 504 513

Computer and Mathematical 376 207 210 210

Architecture and Engineering 542 935 464 289

Life, Physical, and Social Science 325 744 331 234

Community and Social Services 645 569 567 622

Legal 107 115 171 102

Education, Training, and Library 1.553 1,784 2,337 3,025

Arts/Design/Entertainment/Sports/Media 486 704 440 504

Healthcare Practitioners and Technical 2,378 1,170 1,135 961

Healthcare Support 1,280 769 690 929

Protective Service 639 716 690 728

Food Preparation and Serving Related 4,560 8,454 5,594 4,528

Building, Grounds Cleaning, Maint. 1,627 3,547 1,682 1,347

Personal Care and Service 1,517 3,818 1,856 2,041

Sales and Related 3,992 7,198 5,153 4,188

Office and Administrative Support 6,718 7,885 6,006 5,410

Farming, Fishing, and Forestry 571 1,254 550 156

Construction and Extraction 4,113 8,935 6,131 3,400

Installation, Maintenance, and Repair 1,988 2,611 1,805 1,441

Production 3,623 4,471 2,892 1,061

Source: Alaska Department o f Labor and Workforce Development.
Research and Analysis Section
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Click to find out how you can aam entries In Credit Union 1's Clean Slate Giveaway!

Is it time for a new set of wheels? Or, maybe not a brand spankin' new set, but new to you and thats still exciting! Well, guess 

what!? You’ve come to the right place because that’s our specialty (and not like a diner's "special surprise" meatloaf... We’re talking 
grade "A" awesomeness here)\

What makes our auto loans so irresistible?

• No paym ents until 2012! We want to help you coast through the holidays with no payments for 90 days!*
• Tame y o u r payment! Our auto loan rates are crazy-low a t 3.00%  APR. That gives you wiggle room! Also, our loan 

experts will cater the terms of the loan to meet your budget and lifestyle.
• G et G reen fo r Going G reen! Save cash with our Green 1 's discount by financing an eco-friendly (hybrid or 25+ 
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contribution to Mother Earth!
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Rewards start as low as 5,000 points for a .25% off your rate, a n d  it stays off for the life of your loan.
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Sure did! If you finance a  G reen 1 ’s  veh ic le and redeem  your points to  drop yo u r rate 1.00%, you  cou ld  be sporting  
a fu ll and fancy 1.25%  rate d isco u nt and  you 'll have no paym ents until 2012!

Want some car-buying tips? We've compiled this miracle we call What to Consider When Buying a Car to help point you in the right 
direction!

Questions... Meet answers! Speak to one of our loan experts by calling (907) 339-9485, 800 478-2222 or by visiting your local 
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Apply for a Loan

*Best annual percentage rate on approved credit is 3.00% APR, subject to change without notice; not valid for refinancing o f existing 
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Alternative Consolidation Loan Page 1 of 2

State of Alaska

Alaska Commission on Postsecondary Education 

Alaska Student Loan Corporation

myAlaska My Government Resident Business In Alaska Visiting Alaska State Employees

©  State o f Alaska 10 ACPE

About Us Education Planning Grants and Scholarships Loans 

Loans >  Student Education Loans >  Alternative Consolidation Loan

Research

Register | Login

Alaska Alternative Consolidation Loan

The Alternative Consolidation Loan allows students to consolidate all current ACPE alternative student loans into a single 

fixed-rate loan. Depending on when you took out your alternative loans, the interest rates you are now paying may be less 

than the consolidation interest rate. Compare the terms and interest rates of your current loans with the consolidation 

interest rate before deciding if consolidation is right for you.

2011-2012

Rates and Borrower Benefits Interest Rate

The base note rate is fixed, but borrower benefits are variable and 

may change annually.1

Base note rate
7.50% (APR 

7.50%)2

Student 

Alaska Alternative Loans

Alaska Supplemental Education Loan 

Alternative Consolidation Loan 

Career-Specific Loans 

Teacher Education Loan 

Professional Student Exchange Loan 

Winn Brindle Loan 

WWAMI Loan

Recurring online payment 

Lowest rate for qualifying term

-0.25%

7.25%

Family 

Family Education Loan

£  Eligibility J| |jj How to Apply

To qualify for an Alternative Consolidation Loan you must: You may download and submit a paper application.

° have a minimum of $3,500 of eligible debt to consolidate _ . . _ „ ^
Download Application

c have a credit history that includes a FICO credit score of 680 or 
higher; or have made payments in full and on time for the 18 months 
preceding the consolidation loan application 

» not be more than 29 days delinquent on any loan and voluntarily 
made the majority of payments

Borrowers must meet all other eligibility requirements, as stated under 20 

AAC 15.174.

1 Interest rates and Borrower Benefits are subject to approval annually by the Alaska Student Loan Corporation. Interest rates on loans issued prior to the 2006/2007 academic year are 
variable and change annually.

2 The Annual Percentage Rate (APR) assumes a principal loan amount of $10,000 and a repayment term of 10 years. The APR does not include the effects of borrower benefits.

3 To receive the interest rate reduction for recurring online payment, the loan must be in repayment status.

Quick Links Find out more about

h ttp :/ /a k a d v a n ta g e .a la s k a .g o v /L o a n s /S tu d e n t_ E d u c a tio n _ L o a n s /A lte rn a tiv e _ C o n s o lid a tio n ... 2 /2 9 /2 0 1 2

http://akadvantage.alaska.gov/Loans/Student_Education_Loans/Alternative_Consolidation
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State of Alaska

Alaska Commission on Postsecondary Education 

£y | |  Alaska Student Loan Corporation

myAlaska My Government Resident Business In Alaska Visiting Alaska State Employees

State of Alaska i* ACPE

About Us Education Planning Grants and Scholarships Loans Research 

Loans >  Student Education Loans >  Alaska Supplemental Education Loan

Register | Login

Alaska Supplemental Education Loan

The Alaska Supplemental Education Loan (ASEL) provides funding to cover educational expenses for qualified students 

attending postsecondary institutions in Alaska, and qualified Alaska residents attending postsecondary institutions outside 

Alaska.

Origination fee - 5%

2011-2012

Rates and Borrower Benefits Interest Rate

The base note rate is fixed, but borrower benefits are variable and may 
change annually.1

Base note rate

Alaska presence benefit

7.50% (APR 

7.66 % f

-0.50%

S tudent 

Alaska Alternative Loans

Alaska Supplemental Education Loan 

Alternative Consolidation Loan 

Career-Specific Loans 

Teacher Education Loan 

Professional Student Exchange Loan 

Winn Brindle Loan 

WWAMI Loan

Recurring online payment 

Lowest rate for qualifying term

-0.25%

6.75%

Fam ily

Family Education Loan

2011-2012 
Loan Limits 4 Annual Aggregate

Career Training (Vocational)

Undergraduate

Graduate

Combined

$6,500

$8,500

$9,500

N/A

$42,500

$42,500

$47,500

$60,000

j  Eligibility Requirements

To qualify for an Alaska Supplemental Education Loan you must:

» complete the FAFSA

• have a high school diploma or equivalent (i.e., GED)

° be enrolled at minimum half-time in an eligible program 

° not be delinquent or have ever defaulted on a prior student loan or be 

past due in child support obligations

• have a credit history that includes a FICO credit score of 680 or 

higher, or have a cosigner who meets the 680 FICO requirement

» be an Alaska resident or be attending an eligible school in Alaska

&

I  fl How to  Apply |

Apply online now to receive an immediate response to your credit check. You 

can also download and submit a paper application.

Apply Now | Download Application

h ttp ://a k a d v a n ta g e .a la s k a .g o v /L o a n s /S tu d e n t_ E d u c a tio n _ L o a n s /A la s k a _ S u p p le m e n ta l E d ... 2 /2 9 /2 0 1 2

http://akadvantage.alaska.gov/Loans/Student_Education_Loans/Alaska_Supplemental


C yn th ia  E rickson

F ro m : C o lleen  Y o rk  <co lle e n k n ix @ g m a il.co m >
Sent: Friday, A p ril 06, 2012  10:16 AM
T o : Rep. A lan  D ick; Rep. Lance  Pruitt; Rep. E ric  Feige; Rep. Paul S ea ton ; Rep. Peggy W ilso n ;

Rep. S haron  C issna ; Rep. S co tt K aw asak i 
Subject: H B 272

I have a bachelors degree from UAF. I wouldn't have been able to go to college w ithout student loan and I 
very m uch value my education. I know I'm contributing to the state by continuing to live and work in Alaska.

I'm an active voter, I'll be watching this bill, and I'm excited to show suport for those senators supporting it.

S incerely,
Co lleen  York

l
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C ynth ia  E rickson

From : R ebecca  B a rke r < b a rke r.re b e cca @ g m a il.co m >
S en t: W e d n e sd a y , M arch  28, 2012 2 :10 PM
T o: Rep. A lan  D ick; Rep. Lance Pruitt; Rep. E ric  Fe ige; Rep. Paul S eaton ; Rep. Peggy W ilso n ;

Rep. S h a ro n  C issna ; Rep. S co tt K aw asak i 
S u b je c t: A  H ea ring  fo r S tu d en t Loan R eduction  Bill

G o o d  A f te rn o o n , Members of the House Education Committee:

I 'm  w r i t in g  w ith  th e  h o p e  th a t y o u  w ill sc h e d u le  a  h e a rin g  fo r  th e  S tu d e n t L o a n  R e d u c tio n  B ill. D eb t re d u c tio n  
a n d  fo rg iv e n e s s  is o n e  o f  th e  s u re s t  w a y s  to  m ak e  life  b e tte r  fo r  c o n s titu e n ts  an d  to  s tim u la te  loca l e c o n o m ie s . 
P le a s e  g iv e  th e  S tu d e n t L o an  R e d u c tio n  B ill its  d ay  in  th e  sun .

T h a n k  y o u  fo r  a ll y o u r w ork .

S in c e re ly ,

R e b e c c a  B a rk e r  
A n c h o ra g e , A K .

l
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T o b y  Smith

F ro m : Rep. Les Gara
S e n t : Sunday, M arch  04, 2012 9:57 A M
T o: h o lm s trom ; Toby Sm ith
S u b jec t: Re: S u p p o rt fo r  Ed. Bill

T h a n k s .  T o b y  p is  ad d  to  b ill p a c k e t 

S e n t  f ro m  m y iP h o n e

O n  M a r  4 , 2 0 1 2 , a t 9 :3 4  A M , "h o lm s tro m "  < ho 1 m stro m  T a  1 as k a 1 i f e .net> w ro te :

I fu lly  su p p o rt lo w e r in g  in te re s t ra te s  fo r  s tu d e n ts  w h o  w ill s tay  in  o r  re tu rn  to  A la sk a  fo r  th e ir  
e m p lo y m e n t.
N o w  i f  H o u se  F in a n c e  w ill n o t g u t th e  f ilm  b ill , m a y b e  w e  w o n 't  h a v e  so m e  o f  o u r  m o s t ta le n te d  
y o u n g  p e o p le  p a c k in g  u p  fo r  H o lly w o o d  o r N e w  Y o rk  C ity .
S in c e re ly ,
R o n  H o lm s tro m
A la s k a  R e p re se n ta tiv e  fo r  S c re e n  A c to rs  G u ild

l



Tob^Smith

From: Rep. Les Gara
Sent: Sunday, M arch 04, 2012 9:56 A M
To: A n d y  H o llem an; T oby Sm ith
Subject: Re: S tu d en t Loan Rates

T hanks. T o b y  pis add to  b ill p acke t 

S en t f ro m  m y iPhone

O n M a r 4 , 2012, a t 9 :39  A M , "A n d y  H o lle m a n " <a n d y .h o llem a n (S )a nch o ra g ee a .n e t> w ro te :

> D ear R e p re se n ta tive  Gara,
>
> I k n o w  th a t  y o u r  c o m m itte e  is a b o u t to  co n s id e r lo w e rin g  th e  ra te  charged  to  s tu d e n ts  in h ig h e r e d u c a tio n . I u rge  yo u  
and  y o u r  c o m m itte e  to  pass th is  o u t fa v o ra b ly .
>
> O ne o f  th e  obs tac les  w e  have in m id d le  and h igh schoo l is th e  v ie w  o f  th e  fu tu re  s tu d e n ts  have a b o u t e d u ca tio n . For 
m a n y  fa m ilie s  fro m  lo w e r  in c o m e  h om e s, th e  idea o f  co llege  is g e tt in g  p rice d  o u t o f  range. W h ile  th is  b ill d o e sn 't a ffe c t 
th e  a c tu a l p rice  tag , i t  m akes m an a g in g  th e  loans, g ran ts , and scho la rsh ips  m o re  poss ib le . Because it 's  a loan, I w o u ld  
hop e  th a t  th e  Sate can s till m ake  m o n e y  and th e  costs o f  A laska s tu d e n ts  im p ro v in g  th e ir  s ta n d in g  can be held  d o w n .
>
> T hank  y o u  fo r  w o rk in g  th is  issue.
>
> A n dy  H o lle m an
>
> ASD C lassroom  T eacher
>
> P re s id e n t-e le c t, A nch o rag e  E duca tion  A ssoc ia tion
>
>

l



Tob^ Smith

From: Rep. Les Gara
Sent: Sunday, M arch 04, 2012 10:51 PM
To: A m ie ; T oby Sm ith
Subject: Re: HB 272 Lette r o f  S u pp o rt

T h a n k s  A m ie . T o b y  p is  c u t a n d  p a s te  am d  ad d  to  file .

S en t f ro m  m y  iP h o n e

O n  M a r 4 , 2 0 1 2 , a t 8 :33 P M , "A m ie"  < am ies tan ley @ !g m ail.co m >  w ro te :

S o rry - se n t a  d ra ft. H e re 's  th e  c o rre c t v e rs io n .

O n  S u n d a y , M a rc h  4 , 2 0 1 2 , A m ie  < am ies tan ley @ .g m ai 1.c o m >  w ro te :
> D e a r  H o u se  E d u c a tio n  C o m m itte e  M e m b e rs ,
>

>  M y  n a m e  is A m ie  S ta n le y  a n d  I 'm  w ritin g  to  u rg e  e v e ry  A la sk a  le g is la to r  to  p a ss  H B  2 7 2  
re d u c in g  s tu d e n t lo a n  in te re s t ra te s  fo r A la sk a n s . I 'v e  b e e n  fo r tu n a te  as a  s e n io r  a t U A A  to  h av e  
re c e iv e d  sc h o la rsh ip s  f ro m  c o m p e tin g  w ith  th e  U A A  D e b a te  T e a m  an d  m o s t re c e n tly  as th e  
U S U A A  V ic e  P re s id e n t. H o w e v e r  ev e n  w ith  th e se  s c h o la rsh ip s  as a  lo w -in c o m e , f irs t g e n e ra tio n  
s tu d e n t I h a v e  h a d  a n  a v e ra g e  a n n u a l u n m e t f in a n c ia l n e e d  o v e r $ 1 0 0 0 0  a n d  h a v e  h a d  to  ta k e  ou t 
lo a n s  o r  c h o o se  to  w o rk  fu ll- tim e , tak e  le ss  c la s se s  o r  q u it m y  e x tra c u rr ic u la rs  th a t I c re d it 
g re a tly  n o w  w ith  m y  fu tu re  e m p lo y a b ili ty  a n d  p ro fe s s io n a l n e tw o rk  1 h av e .
>

>  In  to ta l I h a v e  a lm o s t $ 2 0 0 0 0  o f  lo an s, so m e  fro m  A C P E 's  A la sk a  S u p p le m e n ta l L o a n  p ro g ra m  
b u t  a  g re a t re su m e  a n d  d e g re e  th a t w ill h e lp  m e  d o  g re a t th in g s . A s  a  life lo n g  A la sk a n  I w a n t to  
s tay  in  A la s k a  an d  w o rk  h e re , b u t  I h av e  a sp ira tio n s  o f  la w  sch o o l, p o litic s , a n d  w o rk in g  in  
p u b lic  re la tio n s  all w id e ly  e m p lo y a b le  f ie ld s  fo r  so m e k n e  lik e  m e  o u ts id e  A la sk a . T h e  d e c is io n  
to  s tay  in  A la sk a  w h e n  th e  c o s t o f  liv in g  is  so  h ig h  w o u ld  be  m u c h  e a s ie r  fo r  m e  to  m a k e  w ith  
su c h  a n  in c e n tiv e  as th e  lo a n  in te re s t  re d u c tio n  p la n  p ro p o se d  in  H B  272 .
>

>  S in c e re ly ,
>  A m ie  S ta n le y
>
> —

>  - A m ie
>

- A m ie

l



T o b y  Smith

From :
Sent:
To:
S u b je c t:

m elind a b@ g c i.ne t
Sunday, M arch 04, 2012 12:20 PM
Rep. Les Gara
House Bill 272 - S u pp o rt

R e p re s e n ta t iv e  Gara,

I a m  w r it in g  in su p p o rt o f  House B ill 272  "R educ ing  A laska S tu d e n t Loan In te re s t Rate by 2% fo r  Those W h o  R em ain  In o r  
R e tu rn  to  A laska:
B u ild in g  a S tro ng e r Alaska W o rk fo rc e "

R e d u c in g  th e  in te re s t ra te  fo r  o u r  c h ild re n  and fu tu re  w o rk fo rc e  fo r  A laska m akes sense. N o t o n ly  is th is  a b e n e fit  fo r  o u r  
c h ild re n  to  a tte n d  h ig h e r e d u c a tio n  b u t p o te n tia lly  these  co llege  s tu d e n ts  w ill have to  w o rk  in A laska fo r  2 years o r  
m o re ,  w h ic h  w ill a id  o u r e c o n o m y  and  p ro v id e  a base line  fo r  h ir in g  e d u ca te d  w o rk e rs  in s ta te  vs. o u t o f  s ta te .

T h e  S ta te  o f  A laska shou ld  s u p p o r t B ill 272 . SOA's s u p p o rt w o u ld  e n co u ra g e  co llege  g rad ua te s  to  co n tin u e  w o rk in g  in 
th e  S ta te  o f  A laska and add  m o n e y  to  o u r  econom y.

M e lin d a  G a n t 
A n c h o ra g e , AK

l
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Tob^Smlth

From: G erald  Peavy < d o c p v ls t@ y a h o o .c o m >
Sent: Sunday, M arch 04, 2012 12:58 PM
To: Rep. Les Gara
Subject: HB 272

I su p p ort th is bill. S tu d en ts  need  a hand  up  at th is tim e of their lives. Let's 
h e lp  them! Rev. Gerald D. Peavy

i
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Cynthia Erickson

F r o m :  Lou ise  L ind ley  < lou ise lin d le y@ yah o o .com >
S e n t :  S a tu rday, M arch  03, 2012 1:42 PM
T o : Rep. A lan  D ick; Rep. Peggy W ilson ; Sen. Kevin  M eyer; Sen. Joe  Thom as; Sen. Bettye D a v is ;

Rep. Lance  P ru itt 
C c : Janna  M acha lek ; Lou ise  L ind ley
S u b je c t :  S S H B  272
A t ta c h m e n ts :  A la n D ic k .r tf

H ello from Petersburg,
P lease read the attached letter regarding SSHB 272, a matter o f immediate and utmost important to working 
A laska  families.

T hank you for your time.
D. Louise Lindley Petersburg High School math teacher, business owner and 34 year Alaskan resident

l
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Louise Lindley 
P.O. Box 1042 
Petersburg, AK 99833

Rep. Alan Dick 
Chairman and Committee 
Education

Representative Dick and Committee Members,

I am writing to express my support for SSHB 272.
As a math teacher at Petersburg High School for the last ten years I 
have been rigorously preparing my students for vocational school 
or college. The cost of post high school education has become a 
huge burden for working families. My daughter recently graduated 
with a Masters Degree in Counseling Psychology from Pacific 
University and returned home to Alaska.
She is very happy to be working for JYS as a Clinician for middle 
school students in Juneau. She currently owes $90530.67 in loans 
administered through the Alaska “Advantage” program. The 
interest rate on most of her loans is around 7 %. I recently 
refinanced my house for 3.8% so that I could help her relocate and 
meet her loan payments. Her payments are approximately 
$1000.00 month and with the cost of rent in Juneau, she could not 
afford top ramen. SSHB 272 would give her the hope of someday 
saving for a house in Alaska. The Alaska Scholars program was 
not available for her in 2003. Many of my students who have 
achieved Masters Degree and beyond have global opportunities. 
Alaska should encourage our best and brightest to return home and 
work for our great state. Thank you for your time and careful 
consideration to this matter of utmost importance.

Sincerely, D. Louise Lindley Petersburg High School



Tob^Smith

From:
Sent:
To:
Subject:

Rep. Les Gara
Sunday, M arch 04, 2012 10:57 A M  
K ath ryn  D ie trich ; T o by  Sm ith  
Re: H ouse  Education  C o m m itte e

T hanks. Toby pis add to file 

S en t from  my iPhone

O n  M ar 4, 2012, at 10:44 AM, "Kathryn Dietrich" <dietrichak@gmai 1.com> wrote:

I fully support the bill to reduce the 8 percent interest on Alaska student loan rates . Please pass this bill. Thank you.

Kathy and Brian Dietrich 
1977 Tall Timbers Drive 
Fairbanks, AK 99709
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Toby Smith

From:
Sent:
To:
Subject:

Rep. Les Gara
Sunday, M arch  04, 2012 6:03 PM 
T o by  Sm ith
Fwd: HB 272 - E duca tion  House C o m m itte e

Sent from my iPhone 

B egin forwarded message:

From: Alissa Hickel <alissa.hickel@ gmail.com>
Date: March 4, 2012 4:55:43 PM AKST 
To: <Rep.les.gara@,legis.state.ak.us>
Subject: HB 272 - Education House Committee

Dear AK Education committee:

It is time to take measures to strengthen support for Alaska's past, current, and future students. Our system of borrowing 
needs to be reevaluated and lowering the interest rates for Alaska student loans will be one step in demonstrating that our 
governance cares.

This program has supported me through my undergraduate studies and now to graduate school. I will be coming back to 
Anchorage for good in June to begin my thesis research and make my home again. I look forward to serving my community 
in the future knowing that my education has given me the tools I need.

Lowering interest rates will be one step in showing Alaskan communities that higher education doesn't have to saddle a 
person in unmanageable debt.

Thank you, 
Alissa Hickel

1
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/

Toby Smith

From:
Sent:
To:
Subject:

Rep. Les Gara
Sunday, March 04, 2012 10:09 AM  
Toby Smith

Fwd: Support House Bill 272 Lowering Student Loan Interest Rates (revision)

Pis add to packet.

Sent from my iPhone 

Begin forwarded message:

From: Shauna Thornton <shaunat@,gci.net>
Date: March 4, 2012 10:07:27 AM AKST 
To: R epresen ta tive  Les Gara@legis.state.ak.us>
Subject: Support House Bill 272 Lowering Student Loan Interest Rates (revision)

I am writing about Student Loans, and supporting Representative Gara’s House Bill 272 to lower 

the Student Loan interest rate for students that remain and work in Alaska. Lowering Student 

Loans the proposed 2 percent will make the repayment o f student loans manageable rate and will 

improve the workforce in Alaska by keeping our graduates in Alaska. According to House Bill 

272, “ T h is  leg is la tion  is o n e  w a y  w e  can  lessen  the  fin an c ia l bu rden  on A la ska n s  w h o  re ce ive  th e ir  jo b

tra in ing  o r h ig h e r educa tio n  in A la s k a , o r w h o  m ove  b ack  to  A la ska  a fte r rece iv ing  th a t e du ca tio n . It is 

a im ed  a t s tre ng th e n in g  th e  A laska n  econ o m y, he lp ing  A la ska n s  p rosper, and re ta in in g  m ore  ta le n t th a t is 

A laskan . T h is  b ill re s truc tu re s  A la s k a  s tu d en t loan in te re s t ra tes  as fo llow s . A s  long as a s tu d e n t re m a ins  

in A laska , th e  in te res t on  s ta te -is s u e d  s tu d en t and vo ca tio na l e duca tion  loans w ill be  reduced  by 2% . If a 

s tu d e n t leaves  A laska  fo r sch oo l o r jo b  tra in ing  and  re tu rns  w ith in  2 ye a rs  o f co m p le tin g  co u rse w o rk , th a t 

s tu d e n t w ill rece ive  a  re b a te  o f th e  a dd itio n a l 2%  in te re s t th a t a ccrued  on the  loa n s  w h ile  th e y  w e re  o u t o f 

s ta te . T h a t re ba te  w ill co m e  in e qu a l a m o u n ts  o ve r a 5 -ye a r period  so  th a t if th e  s tu d e n t o n ly  re tu rn s  to  

A la ska  fo r a sh o rt period  o f tim e, he o r  she on ly  q ua lifie s  fo r a partia l rebate. A  2%  reduc tion  in the  

in te re s t ra te  on an  a ve rage  loan  w ill re du ce  in te re s t paym en ts  by rough ly  o n e -th ird ” (G ara).

H ouse  Bill 272  a dd resse s  e c o n o m ic  s tra tifica tion  in A laska  by reduc ing  s tu d en t loan re pa ym en t ra tes  to  

th o se  w h o  stay  in A laska . T h is  a lso  re du ces  o th e r s tra tifica tions  such  as ta len t, age, gender, and  m any 

o th e r d isp a ritie s  in A laska . T h o se  w ith  p riv ileged  s ta tus  in A laska  e ithe r ga in  scho la rsh ips , o r have

mailto:Gara@legis.state.ak.us


parents  th a t can  a ffo rd  to  send  th e m  to  co llege . It is im p e ra tive  th a t th e  e con o m ic  and c la ss  s tra tifica tions 

o f A laska ns  a re  re du ced  to  e n su re  th o se  w ith  ta len t, and  d rive  a re  kep t in th e  s ta te  th rough  im proved  

econom ic , and  e q u a liza tio n  o f  p r iv ile g e  to  b e n e fit A laska  long  te rm . T h is  w ill im p rove  th e  s ta tu s  o f A laska 

th rough  a w o rk fo rce  th a t is c o m p a ra tiv e  and  co m p e titive  w ith  o th e r sta tes, g iv ing  A laska  im p ro ve d  sta tus 

in the  Un ited  S ta tes . A c c o rd in g  to  Jo hn  O g b u 's  book M in o rity  E duca tion  and  C aste , “E d uca tion  is a bridge 

to adu lt s ta tus , bu t a s  a lre a d y  ind ica te d  in a ca s te  like so c ie ty  all g rou ps  do not have  equa l a cce ss  to 

sam e types o f a d u lt ro les. A lth o u g h  ca s te  like  m in o ritie s  is g e n e ra lly  res tric ted  fro m  pa rtic ipa ting  in the 

m ore  des irab le  soc ia l, po litica l, and  e c o n o m ic  sp he re ” (O g bu  28). Th is  sh ow s th a t in any  soc ie ty  the re  are 

restric tions. H o w eve r, th e re  sh o u ld  be p a ra m e te rs  tha t gua rd  aga ins t th is  typ e  o f d is c rim in a tio n  and 

d isa dva n ta ge s  to  m inds  th a t co u ld  b ring  m any  bene fits  to  o u r s ta te . In te lligence  d o e s n ’t fo llo w  soc ia l 

s tra tifica tion  ru les  a nd  b ou n da rie s . P ass ing  H o u se  Bill 272  w o u ld  leve l the  soc ia l and  e co n o m ic  

s tra tifica tion  fo r a ll A la ska n s . E m b e r s ta tes  in “H um an C u ltu re : H ig h ligh ts  o f C u ltu ra l A n th ro p o lo g y ” that, 

“O b ta in ing  m ore  edu ca tio n , p a rticu la rly  a u n ive rs ity  e du ca tio n , is o ne  o f  the  m o s t e ffe c tive  w a ys  to  m ove 

upw ard  in co n te m p o ra ry  so c ie ties . F o r exam p le , in the  U n ited  S ta tes, ind iv id ua ls  w ith  a co lle g e  bache lo r's  

d eg ree  ave ra ge  75  p e rc e n t m o re  inco m e  than  those  w ith  o n ly  a h igh  schoo l d ip lom a . A nd  ind iv id ua ls  w ith  

p ro fess iona l d e g re e s  e a rn  on a v e ra g e  119 p e rce n t m ore  than  th o se  w ith  a b a ch e lo r 's  deg ree . In m any 

coun tries , e d u ca tio n a l a tta in m e n t p red ic ts  o n e ’s soc ia l c la ss  b e tte r than p a re n ts ’ occup a tio n  d o e s .(E m b e r 

116). Th is  be ing  sa id  it is im p e ra tive  A la ska n s  su pp o rt H ouse  Bill 272  b ecause  an educa tio n  d ic ta te s  

one s  ro le  in soc ie ty , and  A la s k a  needs edu ca te d  ind iv id ua ls  to  ke ep  o u r econ o m y c o m p e titive  in to  the 

fu tu re .

Shauna Thornton 

Kenai, Alaska
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1 ,3 0 0 .0  (separate capital appropriation required)

Why this fiscal note differs from previous version (if initial version, please note as such)
Revised FN dated 2/27/12 to include Change in Revenues

Prepared by Diane Barrans, Executive Director__________________________________  Phone 465-6740_____
Division Alaska Commission on Postsecondar Education_______________________  Date/Time 2/28/12 1:00 PM

Approved by Diane Barrans, Executive Director_______________________________  Date 2/28/2012____
Alaska Commission on Postsecondary Education____________________
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FISCAL NOTE

Analysis

STATE OF ALASKA BILL NO. 2D SSHB272
2012 LEGISLATIVE SESSION

This bill proposes to provide, under certain conditions, up to a 3% reduction in interest on Alaska Student Loan 
Corporation (ASLC) loans under the following programs: Alaska Student Loan (no longer being issued); Federal 
Family Education Loan (no longer being issued); and Alaska Supplemental Education Loans on existing and new loans, 
subject to a minimum rate floor of 3%.

Capital Costs

Implementation and Flardware/Software
ACPE will require $1.3 million in the FY13 capital budget to cover costs for design and implementation of a loan 
management system to support this interest reduction program as proposed in the current version of HB272:

Implementation Operating Costs

Other implementation costs include a consultant to identify IRS reporting requirements - $10,000; and, program 
staffing for two new long-term non-perm positions (business analyst and programmer)to integrate the new system 
with other systems used by the agency (accounting system, credit reporting, etc.) - $139,000

Ongoing Operating Costs

Staff
Three new full-time permanent positions (program manager, business analyst, accountant) will be needed to maintain, 
monitor and manage the system as well as the program.

Contractual
Rating confirmations are required by existing financing documents when characteristics of pledged loans are changed. 
Cash flows must be prepared for the rating agencies when requesting rating confirmations. Ongoing mainframe costs 
of the new servicing system will also be incurred.

Loss in Revenue/GF payment to provide rate reduction without impairing ASLC debt holders

The following method and assumptions were used to estimate the revenue losses shown herein:
*Benefit applies to the following education loan portfolios: FFELP - $175.2 million; Alternative 

Consolidation - $64.1 million; Alaska Student Loan - $63.1 million; and, Alaska Supplemental Education Loan - $325.3 
million.

* Borrower location was assumed to be as follows: FFELP loans -  78% in state and 21% out-of-state; 
Alternative loans -  54% in state and 46% out-of-state.

*Eligible loan balances at 12/31/2011 were estimated to be: FFELP - $140.4 million; Alternative -
$262.2 million.

*The weighted average rate for the portfolio was used as the original rate.
*Declining balance worksheet for the FFELP estimated eligible portfolio assuming an interest rate of 

5.91% and a repayment period of 17 years was compared to a declining balance worksheet for the same portfolio 
assuming an interest rate of 2.91% and a repayment period of 17 years. Seventeen years is the weighted average 
years to maturity on the portfolio.

*The same comparison was done for the Alternative loan portfolio, assuming an interest rate of 5.55% 
and 2.55% with a repayment period of 9 years. Nine years is the weighted average years to maturity on the 
Alternative loan portfolio.

* The difference between the declining balance worksheets represent the cost/forgone revenue 
associated with the 3% rate reduction.

*The Corporation continues to issue new alternative loans; $13 million in new loans was added to the 
analysis for each year going forward.
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