
LEG. F IN ANCE - BILLS 1985 - 1986 2353

HB 161 cont. - CSHB 161 v?!: -V



1 p e r s o n ,  g r a n t  an e x e m p t i o n  to the r e q u i r e m e n t  that the p e r s o n  has

2 b e e n  p r e s e n t  in  t h e  s t a t e  fo r  o ne y e a r  of the i m m e d i a t e l y  p r e c e d -

3 i n g  f i v e  years;

4 (C) has b e e n  p h y s i c a l l y  p r e s e n t  in the state, o r  is a
t
5 d e p e n d e n t  of a p a r e n t  or  g u a r d i a n  w h o  has b e e n  p h y s i c a l l y  p r e s e n t

6 i n  the state, for at least tw o  y e a r s  i m m e d i a t e l y  b e f o r e  the

7 a p p l i c a n t  w a s  a b s e n t  f rom t he s t a t e  and t he a b s e n c e  is du e  s o l e l y

8 to

9 (i) s e r v i n g  a n  i n i t i a l  p e r i o d  of up to s ix y e a~s

10 o n  a c t i v e  d u t y  as a m e m b e r  of the a r m e d  forces of  the U n i t e dC

11 States;

12 (ii) serving, f o r  up to t h ree years, as a full-

13 t i m e  v o l u n t e e r  u n d e r  the P e ace C o rps Act;

14 (iii) serving, f o r  up  to t h r e e  years, as a full-

15 t ime v o l u n t e e r  u n d e r  the D o m e s t i c  V o l u n t e e r  S e r v i c e  A c t  of

16 1973;

17 (iv) r e q u i r e d  m e d i c a l  care for the a p p l i c a n t  or

18 the a p p l i c a n t ' s  i m m e d i a t e  family;

19 (v) b e i n g  a p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s  as a

20 r e s i d e n t  and is a c c o m p a n y i n g  a s p o u s e  w h o  q u a l i f i e s  as a

21 r e s i d e n t  u n d e r  (i) - (iv) of t his p a r a g r a p h ;  or

22 (D) has b e e n  p h y s i c a l l y  p r e s e n t  in the state, or  is a

23 d e p e n d e n t  of a p a r e n t  or g u a r d i a n  w h o  has b e e n  p h y s i c a l l y  p r e s e n t

24 i n  the state, for at least t wo y e a r s  i m m e d i a t e l y  b e f o r e  t he

25 a p p l i c a n t  or the p a r e n t  or g u a r d i a n  w as absent from the s t a t e  a nd

26 t h e  a b s e n c e  is due s o l e l y  to

27 (i) p a r t i c i p a t i n g  i n  a f o r e i g n  e x c h a n g e  s t u d e n t

28 p r o g r a m  r e c o g n i z e d  by the c o m m i s s i o n ;

29 (ii) a t t e n d i n g  a s c h o o l  as a f u l l - t i m e  student;
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1 (iii) f u l l - t i m e  e m p l o y m e n t  b y  the state;

2 (iv) b e i n g  a m e m b e r  of or e m p l o y e d  f u l l - t i m e by

3 the s t a te's c o n g r e s s i o n a l  d e l e g a t i o n ;

4 (v) b e i n g  a p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s as a

5 r e s i d e n t  and is a c c o m p a n y i n g  a s p o u s e  w h o  q u a l i f i e s as a

6 r e s ident u n d e r  (i) - (iv) of this p a r a graph.

7 (b) A  p e r s o n  doe s  n ot q u a l i f y  as a r e s i d e n t  of the state u n d e r

8 this s e c t i o n  if the p e r s o n  d e c l a r e s  or  e s t a b l i s h e s  r e s i d e n c e  in anoth-

9 er  state d u r i n g  an a b s e n c e  f rom Alaska.

10 ☆ S e c . 4. AS 1 4 . 4 3 . 1 2 0 (j ), (o), a nd (p) a re repealed.

11 * S e c . 5. S e c t i o n  4 of this A ct takes e f f e c t  S e p t e m b e r  1, 1990.

12 * Sec. 6. S e c t i o n  1 of this Act takes e f f e c t  J u l y  1, 1985.

13 * See. 7. S e c t i o n s  2 a n d  3 of this Ac t  take e f f e c t  i m m e d i a t e l y in

14 a c c o r d a n c e  w i t h  AS  01.10.070(c).
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I n t r o d u c e d :  2 / 1 / 8 5
R e f e rred: H o u s e  S p e c i a l  C o m m i t t e e
on S t a t e  L o a n s , H e a l t h , E d u c a t i o n  &
S o c i a l  S e r v i c e s  a nd F i n a n c e

1 IN T H E  H O U S E  B Y  BINKLEY'

2 H O U S E  B I L L  NO. 161

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  C. A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an  Ac t  entitled: " A n  A c t  r e l a t i n g  t o  s t u d e n t  loans; and p r o v i d i n g  for

7 an  e f f e c t i v e  d a t e . "

8 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A SKA:

9 *  S e c t i o n  1. AS  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

10 (f) I n t e r e s t  on a loan g i v e n  u n d e r  AS  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

11 at the rate of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  the loa n  is in

12 default. I n t e r e s t  m  a loan that is in d e f a u l t  is 10 p e r c e n t  a y e a r

13 for the p e r i o d  t he l o a n  is in  default.

14 *  Sec. ?. AS  1 4 . 4 3 . 1 2 5 ( a )  is r e p e a l e d  a n d  r e e n a c t e d  to read:

15 (a) A  p e r s o n  m a y  a p ply for an d  o b t a i n  a s c h o l a r s h i p  l o a n  if the

16 p e r s o n

17 (1) is a r e s i d e n t  of the s t a t e  at the t i m e  o f  a p p l i c a t i o n

18 for a s c h o l a r s h i p  loan;

19 (2) m e e t s  the r e q u i r e m e n t s  of (b) of t his section; and

20 (3) has

21 (A) g r a d u a t e d  fro m  h i g h  s c hool w i t h i n  o ne y e a r  preced-

22 ing the d a t e  of a p p l i c a t i o n  o r  is s c h e d u l e d  fo r  g r a d u a t i o n  f r o m  a

23 h i g h  s c hool w i t h i n  six m o n t h s  a f t e r  the dat e  of  a p p l i c a t i o n ,  w i t h

24 s u f f i c i e n t  c r e d i t s  to be a d m i t t e d  to a c a r e e r  e d u c a t i o n  p r o g r a m

25 or to an  a c c r e d i t e d  c o l lege or  u n i v e r s i t y ;  or

26 (B) e s t a b l i s h e d  f i n a n c i a l  n e e d  in a c c o r d a n c e  w i t h

27 r e g u l a t i o n s  a d o p t e d  by the A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y

28 Education.

29 * Sec. 3. AS 14.43.125 is a m e n d e d  by a d d i n g  a n ew s u b s e c t i o n  to read:
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1 (c) T h e  r e c i p i e n t  of a s c h o l a r s h i p  l oan may c o n t i n u e  to apply

2 for and r e c e i v e  s c h o l a r s h i p  loans d u r i n g  e a c h  y e a r  in w h i c h  the recip-

3 ient r e m a i n s  e n r o l l e d  as a f u l l - t i m e  s t u d e n t  in a c a r e e r  ed u c a t i o n ,

4 ass o c i a t e ,  b a c c a l a u r e a t e  or  g r a d u a t e  d e g r e e  p r o g r a m .  A  r e c i p i e n t  who,

5 a f t e r  the d ate of the i n i t i a l  a p p l i c a t i o n ,  i n t e r r u p t s  s t u d y  as a

6 f u l l - t i m e  studc X  f or p e r i o d s  t o t a l i n g  m o r e  t h a n  t wo y e a r s  m a y  r e c eive

7 a n e w  l o a n  only if the re c i p i e n t  can e s t a b l i s h  f i n a n c i a l  n e e d  u n d e r

8 (a)(3)(B) of thi s  section.

9 * Sec. 4. AS  1 4 . 4 3 . 6 4 0 ( b )  is a m e n d e d  to read:

10 (b) If  a b o r r o w e r  m e e t s  the c o n d i t i o n s  p r o v i d e d  in (a) of this

11 s e c t i o n  a nd is e m p l o y e d  as a t e a c h e r  in a r u r a l  e l e m e n t a r y  o r  secon-

12 dar y  s c h o o l  in the s t a t e , a p o r t i o n  of the l o a n  s h all be r e p a i d  by the

13 state. T he [THR] p o r t i o n  of the loan that s h all be  p a i d  by the s t ate

14 [, N O T W I T H S T A N D I N G  AS 1 4 . 4 3 . 1 2 0 ( j ),] is the f o l l o w i n g  p e r c e n t a g e s  of

15 the total l oan r e c e i v e d  plus inter e s t  up  to a total of 100 p e r c e n t  of

16 the total loan:

17 (1) one y e a r  e m p l oyment, 15 p e r cent;

18 (2) two y e a r s  emp l o y m e n t ,  an a d d i t i o n a l  15 percent;

19 (3) three years e m p l o yment, an  a d d i t i o n a l  15 p e r cent;

20 (4) four y e ars e m p l o y m e n t ,  an a d d i t i o n a l  25 percent;

21 (5) o v e r  f our y e a r s  e m p l o y m e n t ,  an a d d i t i o n a l  30 percent.

22 * Sec. 5. A S  1 4 . 4 3 . 6 4 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

23 (e) N o t w i t h s t a n d i n g  AS  1 4 . 4 3 . 120(f), i n t e r e s t  on  a loa n  m a d e

24 u n d e r  AS 1 4 . 4 3 . 6 0 0  - 14 . 4 3 . 7 0 0  is at the rate of f ive p e r c e n t  a y e a r

25 u n l e s s  the loan is in default. I n t e r e s t  on a loa n  that is in d e f ault

26 is 10 p e r c e n t  a y e a r  for the p e r i o d  the loan is in default.

27 * Sec. 6. AS 1 4 . 4 3 . 1 2 0 ( j ), (o), and (p) are r e p e a l e d .

28 * Sec. 7. A s t u d e n t  wh o  r e c e i v e d  a s c h o l a r s h i p  loa n  d u r i n g  the s c hool

29 y e a r  b e f o r e  the y e a r  this A ct takes e f fect m a y  r e c e i v e  a n e w  loan o n l y  if
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r  v

1 the s t u dent

2 (1) i n i t i a l l y  a p p l i e d  f or a loa n  w h i l e  in  h i g h  scho o l  or  w i t h i n

3 one y e a r  a f t e r  g r a d u a t i o n  f r o m  h i g h  school, and h a s  n ot i n t e r r u p t e d  s t udy

4 as a f u l l - t i m e  s t u d e n t  for p e r i o d s  t o t a l i n g  mor.e t h a n  two years; or

5 (2) c an e s t a b l i s h  f i n a n c i a l  n e e d  u n d e r  A S  1 4 . 4 3 . 1 2 5 ( a ) ( 3 ) ( B ) ,  as

6 a m e n d e d  by  sec. 2 of this Act.

7 *  Sec. 8. Thi s  A ct take! effect J u l y  1, 1985.



COMMITTEE REPORT 

SENATE

FURTHER:

4/1/86 Date ____________
1 ' '

Mr. President

The Committee on FINANCE considered CSHB 161(Fin)am

interest rate, loan conditions and repayment provisions of scholarship 
loans; efd.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

[ ] do pass

[ ] do pass with attached amendment(s)

replace with/or adopt «SCS for (L$ M B  l!c\ f  FivC)
i i p u  title C -  ?7new title 
same title and r e commends"

[ ] and attached a "LETTER OF INTENT" N E W  FISCAL NOTE
A5T. o bot

reports it back without recommendation

[ ] recommends referral to _________________________________________  Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS

t{ I*



STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

3/27/86
Revision Date:

R E Q U E S T  F I S C A L  D E T A I L

Bill/Resolution N o . : SCSHCSHB 161 Apency Affected: Education

Title : Re: Scholarship Loans_____________  b r q  . Postsecondarv Education

Sponsor: _  Binkley  Components : Student Loan Administration
Requestor: Senate HESS   Student Loan Program__________________

Date of Request: 3 Z27/86

E X P E N D I T U R E S / R E V E N U E S  : (Thousands of Dollars)

OPERATING FY  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL /‘T S

SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

T O T A L  O PERATING '■ N.A. 25.0 -0- -0- -0- -0-

CAPITAL N.A. -0- < 2 1 7 . 5 > < 6 5 1 . 6 > <1,316.2^ (2,319.9>

R E V E N U E N.A. -0- 661 .6 1,316.2 2,319.9

F U N D I N G  : (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

N.A. 25.0 < 2 1 7 . 5 ^ > <  651.61) ^ l . s i e ^ ^ . s i g . o N

. I.
25.0 K  2 17.5> <  651.6^ k'l,316.2'>tt2.319.9S

P O S I T I O N S  :

FULL-TIME
PART-TIME
TEMPORARY

N.A. -0- -0- -0- -0- -0-

A N A L Y S I S  : Attach a separate page if necessary

See attached.

Preparedby: Kerry D. Rorcesburs f f S g g g p ; __________________ 165-2851

Division : Commission on Postsecftndar/yEducation_________ Date:____ 3/27/86__________

Approved by Commissioner:     Date:______________________
Agency:  _________

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor

Requestor _

Office of Management and Budget
Impacted Agency(ies) page_____  o f _____  10/25/85



SCSHCS 16.1.: Student Loans 

C3-2/-86 Analysis)

Assumptions: 1. General fund appropriation remains constant at $60.0
million after FY87.

2. The percentage of borrowers entering repayment, with a 

12-month grace period, will be:

Percent Years After Borrowing

0.0 one year

22.4 two years

21.3 three years

21.8 four years
32.3 five years

2.2 six or more years
100.0

3. Borrowing rates will not be reduced if interest is 
increased to 8 percent.

4. Forgiveness benefits will be received by 18 percent of 
the borrowers.

5. Default rate is not included.

6. The borrowers pattern of 1984-85 will continue, and if 

there is any change, it will be in increased numbers 

borrowing a', the maximum level. For 1984-85, the 
pattern was:

Borrowing Vocational Collegiate Total

Level___________ In State Out of State In State Out of State In State Out of State

$1 -$1,000 2.5 1.9
$1,001-$2,000 7.5 4.4
$2,001-$3,000 17.1 9.0
$3,001-$4,000 4.5 14.9
$4,001-$5,000 7.8 22.0
$5,001-$5,500 4.3 5.9
$5,501-$6,000 56.3 41.9
$6,001-$6,500 
$6,501-$7,000 

Total 100.0 100.0

3.2 1.1 3.1 1.2

13.6 9.5 12.6 9.1
36.7 15.0 33.7 14.5

14.7 9.5 13.3 10.0
3.9 8.0 4.5 9.2

1.8 6.1 2.2 6.1
24.7 42.1 29.4 42.1

1.4 8.7 1.2 8.0

100.0 100.0 100.0 100.0



Contractual amount of $25.0 is for modifying the 

existing student loan system to accommodate variable 
interest rates.

The monthly payment amount for borrowers will increase 
as a result of the increased interest rate. The 

changes would be:

Loan Amount Current 5% 8%

$ 1,000 ”~$ 10.61 $ 11.98

$24,000 $254.56 $287.28

The reduced borrowing maximum will not result in 

program savings, rather it will permit additional 

students to borrow. This impact is presented below, 
first in a "dollar" term and then in an increased 

bor:. jwer term.

Year "Savings" Number of
FY87 $2,405,000 544

88 $2,618,000 575
89 $2,652,000 567
90 $2,686,000 558
91 $2,726,000 551

Please note that the "savings" and number of students 

impacted overlaps slightly with the Commission's $500 
regulation. Without the regulation, the statutory 
impact would increase.



Of f e r e d :  4 / 1 / 8 6
R e f e r r e d :  F i n a n c e

$

O r i g i n a l  sponsor: B i n k l e y

BY  T H E  HEALTH, E D U C A T I O N  A N D
1 IN T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 161 (2d H E SS)

3 IN  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A

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

5 A  B I L L

6 F o r  an  A ct e n t i tled: " A n  A ct r e l a t i n g  to the i n t e r e s t  rate, loa n  condi-

7 t i ons a n d  r e p a y m e n t  p r o v i s i o n s  of s c h o l a r s h i p  loans;

8 a n d  p r o v i d i n g  for an  e f f e c t i v e  d a t e . "

9 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

10
T>£L6T£ . . A ' .

io n  — Afl",i 4r’4 3 is a m en d e d  by a d d i n g  Beit-imr tu read. ■ v v

11 Sec. 1 4 7 7 ! T r t 0 ^ ^ _ F E p E R A L  A S S I S T A N C E .  A s c h o l a r s h i p  l o a n  m a y  only

12 be  g r a n t e d  to an  a p p l i c a n t  w h o s u B r n ^ s ^ j i t h  the a p p l i c a t i o n  i n f orma-

13 t i o n  r e q u i r e d  by  r e g u l a t i o n  of the c o m m i s s i o n  n e ces‘3^rje^__to_dctermine

14 w h e t h er th e a p p l i c a n t  q u a l i f i e s— f o r -■ fin a n c i a l  • ■a s s i s t a n c e - from

15 fe d e r a l  g ov e r n m ent •

16 * Sec. /Z'J AS  1 4 . 4 3 . 1 1 0  is a m e n d e d  to read:

17 Sec. 14.43.110. U N D E R G R A D U A T E  LOANS. Th e  s t u dent f i n a n c i a l  aid

18 c o m m i t t e e  m a y  m a k e  a loan, not to e x c e e d  $ 5 , 5 0 0  [$6,000] in  a ny one

19 s c h o o l  year, to a n  u n d e r g r a d u a t e  s t u dent e l i g i b l e  u n d e r  AS 14.43.125.

20 Th e  c o m m i t t e e  m a y  m a k e  a loan f or a s u m m e r  term, e v e n  if the total

21 loan f or the s c h o o l  y e a r  e x c eeds the $5,500 [$6,000] m a x i m u m ,  if the

22 loa n  f or the s u m m e r  term is c o u n t e d  a g a i n s t  the $ 5 , 5 0 0  [$6,000] maxi-

23 m u m  for the f o l l o w i n g  s c hool year.
A

24 '• Sec. A .  AS  1 4 . 4 3 . 1 1 5  is a m e n d e d  to read:

25 Sec. 14.43.115. G R A D U A T E  LOANS. The s t u d e n t  f i n a n c i a l  aid

26 c o m m i t t e e  m a y  m a k e  a loan, not to e x c e e d  $ 6 , 5 0 0  [$7,000] in a ny one

27 s c h o o l  year, to a g r a d u a t e  s t u dent w h o  is e l i g i b l e  u n d e r  A S  1 4 . 4 3.125

28 and is p u r s u i n g  " i v a n c e d  degree. The c o m m i t t e e  m a y  m a k e  a l o a n  for

29 a s u m m e r  term, e v e n  if the t o tal loa n  for the s c h o o l  y e a r  e x c e e d s  the
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A

1 $ 6 , 5 0 0  [$7,000] m a x imum, if the loa n  f o r  the s u m m e r  t e r m  is c o u n t e d

2 against the $ 6 , 5 0 0  [$7,000] m a x i m u m  f or the f o l l o w i n g  s c h o o l  year.

3 * Sec. Jf. A S  14. 4 3 . 1 2 0 ( b )  is a m e n d e d  to read:

4 (b) S c h o l a r s h i p  [THE] loans m a y  o nly be  u s e d  to a t t e n d  a

5 (1) c a r e e r  e d u c a t i o n  p r o g r a m  that has b e e n  a p p r o v e d  by the

6 c o m m i s s i o n  b e f o r e  J u l y  1, 1986, or  h as b e e n  o p e r a t i n g  f or at least two

7 y e ars b e f o r e  the b o r r o w e r  attends; or

8 (2) [A] c o l l e g e  or u n i v e r s i t y  that

9 (A) ha s  b e e n  a p p r o v e d  by the c o m m i s s i o n  b e f o r e  J uly 1,

10 1986, or h as b e e n  o p e r a t i n g  for at least two y e a r s  b e f o r e  the

11 b o r r o w e r  attends;

12 (B) is a c c r e d i t e d  by a n a t i o n a l  or r e g i o n a l  a c c r e d i t a -

13 tio n  a s s o c i a t i o n  r e c o g n i z e d  by  the C o u n c i l  on  P o s t s e c o n d a r y

14 A c c r e d i t a t i o n  or is a p p r o v e d  by t h e  c o m m i s s i o n ^  [,] and [,]

15 (C) if the loans are f e d e r a l l y  insured, is a p p r o v e d  by

16 the U n i t e d  States C o m m i s s i o n e r  of Education.

17 * Sec. Jf. AS 1 4 . 4 3 .120(f) is a m e n d e d  to read:

18 (f) I n t e r e s t  o n  a l o a n  g i v e n  u n d e r  A S  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

19 at the rate of eiRht [FIVE] p e r c e n t  a y e a r  unle s s  the l o a n  is in

20 default. I n t e r e s t  o n  a l o a n  that is in  d e f a u l t  is 10 p e r c e n t  a y e a r

21 for the p e r i o d  the l oan is in default.

22 * Sec. By J a n u a r y  31, 1987, the A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y

23 E d u c a t i o n  shall submit a r ~>ort to the l e g i s l a t u r e  c o n t a i n i n g  r e c o m m e n d a -

24 tions for changes r e l a t i n g  to inter e s t  rate, l oan c o n d itions, and r e p a y m e n t

23 p r o v i s i o n s  d e s i g n e d  to d e c r e a s e  the cost of the s c h o l a r s h i p  loan p r o gram.

26 * Sec. Thi s  A ct takes effect Jul y  1, 1986.

SCS CSHB 161(2d HESS) -2-
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:n  t h e  s e n a t e  b y  t h e  f i n a n c e  c o m m i t t e e

SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF A LASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL

'or an Act entitled: "An Act relating to student loans; creating the

Alaska Student Loan Corporation; and providing for an 

effective date." 

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

* Section 1. AS 14.42 is amended by adding n e w  sections to read:

ARTICLE 2. A L A S K A  STUDENT LOAN CORPORATION

Sec. 14.42.100. CREATION OF A LASKA STUDENT LOAN CORPORATION.

There is created the Alaska Student Loan Corporation. The corporation 

is a public corporation and government instrumentality w it hin the 

Department of Education but having a legal existence independent of 

and separate from the state. The corporation m a y  not be terminated as 

long as it has bonds, notes or other obligations outstanding. Upon 

termination of the corporation, its rights and property pass to the 

state.

Sec. 14.42.110. PURPOSE OF CORPORATION. The purpose of the

corporation is to improve higher educational opportunities of r e s i­

dents of Alaska in accordance w i t h  the provisions of this chapter.

Sec. 14.42.120. CO RPORATION GOVERNING BODY. (a) The c o rpor­

ation shall be governed by a board of directors consisting of four 

individuals serving on the Commission of Postsecondary Education 

pursuant to AS 14.42.015(a)(1) - (2), (4) - (6) and (8), and one

member appointed under AS 14.42.015(a)(3). Members of the board serve 

without compensation but are entitled to per diem and travel expenses 

as may be authorized by law for boards and commissions.

-1-
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Sec. 14.42.130. M E E T I N G  OF THE BOARD. (a) The Board shall 

elect a chairman from among the membership at its annual meeting each 

year, A  majority of the members constitute a quarum for organizing 

the board, conducting its business and exercising the powers of the 

corporation. The board shall meet at the call of its chairman and at 

such other . ies as the board may determine in accordance with its 

r e g u l a t i o n s .

(b) The board m a y  meet and transact business by electronic media

i f :

(1) public notice of the time and locations where the 

meeting will be held b y  electronic media has been given in the same 

manner as if the m e eting  were held in a single location; and

(2) participants and members of the public in attendance 

can hear and have the same right to participate in the meeting as if 

the meeting were conducted in person; and

(3) copies of pertinent reference materials, statutes, 

regulations, and audiovisual materials are reasonably available to 

participants and the public.

(c) A  meeting by electronic media as pr ovided in this section 

has the same legal effect as a meeting in person.

(d) For purposes of AS 14.42.100 - 14.42.310 public notice of 24 

hours or more is adequate notice of a m e e ting of the board at w h i c h  

the issuance of corporation bonds is authorized.

Sec. 14.42.140. MINUTES OF MEETINGS. The board shall keep 

minutfes of each meeting and send a certified copy to the governor and 

to the Legislative Budget and Audit Committee.

Sec. 14.42.150. AD MIN I S T R A T I O N  OF AFFAIRS. The board shall 

manage the assets and business of the corporation and m a y  prescribe, 

amend and repeal bylaws and regulations governing the manner in which

-2 -
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the business of the corporation is conducted in the mann er in which 

its powers are exercised in accordance with the administrative p r o­

cedures act AS 44-160. The board shall delegate supervision of the 

administration of the corporation to the executive director of the 

corporation.

Sec. 14.42.loO. EXECUTIVE DIRECTOR. The corporation shall 

employ an executive director, who may not be a m embe r of the board. 

The executive director shall be the executive director of the C o m m i s­

sion on Postsecondary Education appointed under AS 04.42.040a.

Sec. 14.42.170. E MPLOY MENT OF PERSONNEL. The board may appoint 

other officers and engage professional and technical advisors as

independent contractors. The executive director may hire employees of

the corporation and, subject to the approval of the board, engage 

professional and technical advisors under contract w i t h  the c o r p o r­

ation. The board shall prescribe the duties and compensation of 

corporation personnel, including the executive director.

Sec. 14.42.190. EXECUTIVE BUDGET ACT. The operating budget of 

the corporation is subject to the Executive Budget Act (AS 37.07).

Sec. 14.42.200. EXECUTIVE POWERS. In addition to other powers 

granted in this chapter, the corporation may:

(1) sue and be sued in its own name;

(2) adopt an official seal;

(3) adopt bylaws for the regulation of its affairs and the

conduct of its business;

(4) employ fiscal consultants, attorneys, and such other 

consultants and employees as may be required in the judgement of the 

corporation, and fix and pay  their compensation from m o n e y  available 

to the corporation;

(5) make and execute agreements, contracts and other

-3-



I

2

3

4

5

6

7

8
9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WORK DRAFT COPY WORK DRAFT COPY

LA-L 20

WORK DRAFT COPY

instruments necessary or convenient in the exercise of the powers and 

functions of the corporation under this chapter, including contracts

with any person, firm, corporation, governmental agency or other

entity;

(6) receive, administer and comply with the conditions and 

requirements respecting any appropriation or gift, grant or donation 

of property or money;

(7) acquire real property, or any interest in real p r o­

perty, in its own name, by purchase, transfer or foreclosure, when the

acquisition is necessary or appropriate to protect any loan in wThich 

the corporation has an interest; sell, transfer and convey any such 

property to a buyer; and, if the sale, transfer or conveyance cannot 

be effected wit h reasonable promptness or at a reasonable price, rent 

or lease the property to a tenant pending the sale, transfer or
|

c o n v e y a n c e ;

(8) borrow m o n e y  as p rovided in this chapter to carry out

an effectuate its corporate purposes and issue its obligations as

evidence of any such borrowing;

(9) include in any borrowing the amounts to pay financing 

charges, interest on the obligations for a period not exceeding one 

year after the date on w h i c h  the corporation estimates funds will 

otherwise be available to p a y  the interest, consultant, advisory and 

legal fees and such other expenses as are necessary or incident to 

this borrowing;

(10) invest or reinvest, subject to its contracts with 

noteholders and bondholders, any m o n e y  or funds held by the c o r p o r­

ation in any obligations or other securities authorized under AS

37.10.070;

(11) collect from a borrower amounts owed with respect to a

-4-
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student loan the corporation has purchased or made;

(12) gather information on loans available to residents of 

Alaska attending or planning to attend an eligible institution and 

disseminate the information to reasonably assure that qualified s t u­

dents are aware of financial resources available to those attending or 

desiring to attend an eligible institution;

(13) require an eligible institution or eligible lender to 

file reports with the corporation as the corporation considers n e c e s­

sary for the effective performance of its duties and p u b l i s h  the 

information from the reports or other sources as the corporation 

considers necessary;

(14) service student loans held by the corporation;

(15) except as specifically prohibited by law, obtain infor­

mati o n  from a state agency or instrumentality or other source to 

v erify information submitted by or on behalf of a studexit applying for 

or receiving assistance from the corporation;

(16) make or participate in the making of and purchase or 

participate in the purchase of student loans;

(17) contract in advance for the purchase or sale of student

l o a n s ;

(18) sell or participate in the sale, either public or 

private and on terms authorized by the board, or student loans to the 

Student Loan Marketing A s sociat ion or to other purchasers;

(19) collect and pay reasonable fees and charges in c o n n e c­

tion w i t h  the purchase, sale, and servicing of student loans;

(20) enter into agreements with  the federal government 

(including guaranty agreements and supplemental guaranty agreements as 

described in the United Sta :es Higher Education Act of 1965) as 

neces s a r y  to provide for the receipt by the c o rporation of

- 5 -
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administ rative allowances and other benefits available under the

United States Higher Education Act of 1965;

(2 1 ) enter into contracts w i t h  lenders upon terms and c o n­

ditions agreed upon between the corporation and the lenders, which 

terms and conditions may reflect the requirements of the U n i t e d  States 

Higher Education Act of 1965;

(2 2 ) enter into contracts w i t h  institutions upon the terms 

and conditions agreed upon b e t w e e n  the corporation and the i n stitu­

tions, w h i c h  terms and conditions may reflect the requirements of the 

United  States Higher Education Act of 1965;

(23) administer federal m o n e y  allotted to the state with

respect to insured student loans and related administrative costs and 

other matters;

(24) consent to the m o dific ation of the rate of interest, 

time of payment of an installment of principal or ?.nterest, or other 

terms of a student loan made or pu rchased by the corporation;

(25) procure insurance against any loss in connection with 

the operat ion of its programs under this chapter;

(26) provide advisory services to borrowers and other p a r t i­

cipants in the corporation's programs under this chapter;

(27) do all acts and things necessary, convenient or d e s i r­

able to carry out the powers expressly granted or necessarily  implied 

in this chapter.

Sec. 14.42.210. STUDENT L O A N  FUND. (a) The student loan fund 

is established in the corporation. The student loan fund is a trust

fund for the uses and purposes of AS 14.42.010 - 14.42.310. The

student loan fund consists of m o n e y  or assets appropriated or tr ans­

ferred to the corporation and other m o n e y  or assets deposted in it by 

the corporation.
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(b) M o n e y  and other assets of the student loan fund m a y  be used 

to secure bonds of the corporation in the types of investments under 

AS 37.10.070a or shall be used to make or purchase loans approved 

under AS 14.43.09 - 14.43.160.

Sec. 14.42.220. BONDS OF T H E  CORPORATION. (a) Subject to (g) 

of this section, the corporation m a y  b o r r o w  money and m a y  issue bonds, 

including but not limited to bonds on w h i c h  the principal and interest 

are payable, (1 ) exclusively from the income and receipts or other 

m o n e y  derived from the loans financed w i t h  proceeds of the bonds, (2 ) 

exclusively from the income and receipts or other mone y derived from 

designated loans whether or not they are financed in whole or in part 

w i t h  the proceeds of the bonds, or (3) from its income and receipts or 

other assets generally, or a designa ted part or parts of them.

(b) Bonds shall be authorized b y  resolution of the authority, 

and be dated and shall mature more thar 2 0  years from the date of its 

issue. Bonds shall bear interest at the rate or rates, be in the

denominations, be in the form, either coupon or registered, carry the 

registration privilidges, be e xecuted in the manner, be payable in the 

m e d i u m  of payment, at the place or places, and be subject to the terms 

or redemption which the resolution or a subsequent resolution may

provide.

(c) All bonds, regardless of form  or character, shall be n e g o­

tiable instruments for all the purposes of the Uniform Commercial 

Code.

(d) All bonds m a y  be sold at public or private sale in the

manner, for the price or prices, and at the time or times w h i c h  the 

corporation m a y  determine.

(e) Before issuance of any bonds, the corporation shall make 

provision by agreement or otherwise at least sufficient in the

-7-
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judgement of the corporation to pay the principal of and interest on 

the bonds as they become due and to create and maintain the reserves 

therefor as the corporation considers necessary or desirable and to 

meet all obligations in connection with the agreement and all costs 

n e c e ssary to service the bonds unless the agreement provides that the 

obligations are to be met or costs are to be paid by a party other 

than the corporation.

(f) The superior court shall have jurisdiction to hear and 

determine suits, actions or proceedings relating to the corporation, 

including suits, actions or proceedings brought to foreclose or o t h e r­

wise enforce a mortgage or other security interest or brought by or 

for the benefit of a holder of its bonds or by a trustee for or other 

representative of the holders.

(g) The corporation may not issue bonds during any fiscal year 

in an amount greater than $ 1 0 0 ,0 0 0 , 0 0 0  unless the legislature, b y  law, 

approves issuance of a greater amount.

Sec. 14.42.230. TRUST INDENTURES AND TRUST AGREEMENTS. In the 

d iscretion of the corporation, an issue of bonds may be secured by a 

trust indenture or trust agreement between the corporation and a

corporate trustee (which may be a trust company, bank, or national 

banking association, with corporate trust powers, located inside or

outside the state) or by a secured loan agreement or other instrument 

or und er a resolution giving powers to a corporate trustee (herein­

after in this section referred to as "trust agreement") b y  means of 

w h i c h  the corporation may:

(1 ) make and enter into any and all the covenants and

agreements with the trustee or the holders or the bonds which the

corporation may determine to be ne cessary or desirable, including, 

without limitation, covenants, provisions, limitations and agreements

- 8 -
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as t o :

(A) the application, investment, deposit, use and

disposition of the proceeds of bonds of the corporation or of m o n e y  or

other property of the corporation or in w h i c h  it has an interest;

(B) the fixing and collection of loan payments and

other consideration for, and the other terms to be incorporated in, a

student loan;

(C) the assignment by the corporation of its rights in

a student loan or in a mortgage or other security interest created

with respect to a student loan to a trustee for the benefit of b o n d­

holders ;

(D) the terms and conditions upon which additional

bonds of the corporation may be issued;

(E) the vesting in a trustee of rights, powers,

duties, funds or property in trust for the benefit of bondholders, 

including, without  limitation, the right to enforce payment, p e r f o r­

mance and all other rights of the corporation or of the bondholders, 

under a student loan or a security interest created with  respect to a 

student loan;

(2 ) pledge, mortgage or assign money, agreements, property, 

or other assets of the corporation either presently in hand or to be 

received in the future, or both; and

(3) provide for any other matters of like or different

character w h i c h  in any w a y  affect the security or protection of the

b o n d s .

Sec. 14.42.240. CAPITAL RESERVE FUNDS AND CAPITAL RESERVE FUND 

REQUIREMENTS. (a) For the purpose of securing one or more issues -of 

its bonds, the corporation m a y  establish one or more special funds, 

called "capital reserve funds", and shall pay into those capital

- 9 -
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r e s e r v e  funds the p r o c e e d s  of  the sa l e  o f  its b o n d s  a n d  o t h e r  m o n e y s  

w h i c h  m a y  be m a d e  a v a i l a b l e  to the c o r p o r a t i o n  f r o m  o t her s o u r c e s  for 

the p u r p o s e s  o f  the c a p i t a l  r e s e r v e  funds. A  c a p i t a l  r e s e r v e  f u n d  m a y  

b e  e s t a b l i s h e d  o n l y  if the c o r p o r a t i o n  d e t e r m i n e s  that the e s t a b l i s h­

me n t  o f  the f u n d  w o u l d  e n h a n c e  the m a r k e t a b i l i t y  of the bonds. M o n e y  

in a c a p i t a l  r e s e r v e  fund, e x c e p t  as p r o v i d e d  in this section, m a y  be 

u s e d  as r e q u i r e d  o n l y  for (1) the p a y m e n t  of  the p r i n c i p a l  of, and 

i n t e r e s t  on, b o n d s  or o f  the s i n k i n g  f u n d  p a y m e n t s  w i t h  r e s p e c t  to 

t h o s e  bonds; (2) the p u r c h a s e  or r e d e m p t i o n  o f  the bonds, or (3) the 

p a y m e n t  or a r e d e m p t i o n  p r e m i u m  r e q u i r e d  to be pa i d  w h e n  the bonds are 

r e d e e m e d  b e f o r e  m a t u r i t y .  H o wever, m o n e y  in a c a p i t a l  r e s e r v e  fund 

m a y  n o t  b e  w i t h d r a w n  if the w i t h d r a w a l  w o u l d  r e d u c e  the a m o u n t  in the 

c a p i t a l  r e s e r v e  f u n d  to less t h a n  the c a p i t a l  r e s e r v e  fund r e q u i r e­

ment, ex c e p t  for the p u r p o s e  of m a k i n g  p a y m e n t ,  w h e n  due, o f  p r i n c i­

pal, i n t e r e s t  r e d e m p t i o n  p r e m i u m s  o n  the bonds, and s i n king fund 

p a y m e n t s  w h e n  o t h e r  m o n e y  of the c o r p o r a t i o n  is not a v a i l a b l e  for the 

p a y m e n t s .  Inc o m e  o r  i n t e r e s t  e a r n e d  by, or i n c r e m e n t  to, a c a p ital 

r e s e r v e  fund, f r o m  the i n v e s t m e n t  of all or p a r t  of  the fund, m a y  be 

t r a n s f e r r e d  b y  the c o r p o r a t i o n  to o t h e r  funds or  a c c o u n t s  of the 

c o r p o r a t i o n  if the t r a n s f e r  does not r e d u c e  t h e  a m o u n t  of  the c a p i t a l  

r e s e r v e  f u n d  b e l o w  the c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t .

(b) If the c o r p o r a t i o n  d e c i d e s  to i s s u e  b o n d s  s e c u r e d  b y  a 

c a p i t a l  r e s e r v e  fund, the b o n d s  m a y  not b e  i s s u e d  if the a m o u n t  in 

r e q u i r e m e n t ,  u n l e s s  the corp o r a t i o n ,  at the t i m e  o f  i s s u a n c e  o f  the 

bonds, d e p o s i t s  in the c a p i t a l  r e s e r v e  f u n d  f r o m  the p r o c e e d s  o f  the 

b o n d s  to b e  i s s u e d  or f r o m  o t h e r  sources, a n  a m o u n t  of which, tog e t h e r  

w i t h  the a m o u n t  then in the fund, is n o t  less th a n  the c a p i t a l  r e s e r v e  

f u n d  r e q u i r e m e n t .

(c) In c o m p u t i n g  the a m o u n t  of a c a p i t a l  r e s e r v e  f u n d  for the

- 10 -



1

2

3

4

5

6

7

8

9

10

11

12

13

14

1 5

16

1 7

1 8

1 9

20 

21 

22

2 3

24

25

2 6

27

28 

2 9

Ilk'..- -

WORK DRAFT COPY WORK DRAFT COPY

LA-L 20

WORK DRAFT COPY

purpose of this section, securities in w h i c h  all or a portion of the 

fund is invested shall be v alue d by a reasonable m e t h o d  established by 

the corporation b y  resolution. Valuation shall include the amount of 

interest earned or accrued as of the date of valuation.

(d) The chairman of the corporation shall annually, no later 

than January 2, certify in writing to the governor and the legislature 

the amount, of any, required to restore a capital reserve fund to the 

capital reserve fund requirement. The legislature m a y  appropriate to 

the corporation the amount certified by the chairman of the c o r p o r a­

tion. The corporation shall deposit the amounts appropriated under 

this subsection during a fiscal year in the proper capital reserve 

fund. Nothing in this section creates a debt or liability of the 

state.

(e) In this section, "capital reserve fund requirement" means 

the amount required to be on deposit in the capital reserve fund as of 

the date of computation as determined b y  resolution of the c o r p o r a­

tion.

(f) The corporation may establish reserve funds, other than 

capital reserve funds, to secure one or more issues of its bonds. The 

corporation m a y  deposit in a reserve fund established under this 

subsection the proceeds of sale of its bonds and other m oney w h i c h  may 

be m a d e  available from any other source. A  reserve fund estab lished 

under this subsection must comply w i t h  (a) 9(c) of .his section. The 

corporation m a y  allow a reserve fund established under this subsection 

to be depleted without complying with (d) of this section.

Sec. 14.42.250. VALIDITY OF PLEDGE. It is the intention of the 

legislature that a pledge made in respect of bonds shall be v a l i d  and 

binding from the time the pledge is made; that the money or p r o perty 

so pledged and thereafter received by the corporation shall

-1 1 -
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..mediately be subject to the lien of the pledge without physical 

delivery or further act; and that the lien of the pledge shall be 

valid and binding as against all parties having claims of any kind in 

tort, contract or otherwise against the corporation irrespective of 

whether  the parties have notice. Neither the resolution, trust 

agreement nor any other instrument by w h i c h  a pledge is created need 

be recorded or filed under the provisions of the U n i f o r m  Commercial 

Code to be valid, binding or effective against parties.

Sec. 14.42.260. NONLIABIL ITY ON BONDS. (a) Neither the m e m­

bers of the corporation nor a person executing the bonds are liable 

personally on the bonds or are subject to personnel liability or 

accountability b y  reason of the issuance of the bonds.

(b) The bonds issued b y  the corporation do not constitute an 

indebtedness or other liability of the state or of a political 

subdivision of the state, except the corporation, but shall be payable 

solely from the income and receipts or other funds or property of the 

corporation. The corporation may not pledge the faith or credit of 

the state or of a political subdivision of the state (except the 

corporation) to the payment of a bond and the issuance of a bond by 

the corporation does not directly or indirectly contingently obligate 

the state or a political subdivision of the state to apply mone y from, 

or levy or pledge any form of taxation whatever to the payment of the 

bond.

Sec. 14.42.270. PLEDGE OF STATE. The state pledges to and 

agrees w i t h  holders of bonds issued under this chapter that the state 

will not limit or alter the rights and powers v ested in the c o r p o r­

ation by this chapter to fulfill the terms of a contract made by the 

corporation with the holders or in any w a y  impair the rights and 

remedies of the holders until the bonds, together with the interest on

-12 .-
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them w i t h  interest on unpaid installments of interest, and all costs 

and expenses in connection w i t h  an action or proceeding by or on 

b ehalf of the holders, are fully met and discharged. The corporation 

is authorized to include this pledge and agreement of the state in 

contract with the holders.

Sec. 14.42.280. EXEMPTION FROM TAXATION. The real and personal 

property of this corporation and its assets, income and receipts are 

declared to be the property of a political subdivision of the state 

and devoted to an essential public and governmental function and 

purpose, and the property, assets income, receipts, and other 

interests of the corporation shall be exempt from all taxes and 

special assessments of the state of a political subdivision of the 

state, including, without limitation, all borough, cities, 

municipalities, school districts, public utility  districts and other 

taxing units. All bonds of the corporation are declared to be issued 

by a political subdivision of the state and for an essential public 

and governmental purpose and to be public instrumentality, anii the 

bonds, and the interest on them, the income from them and the transfer 

of the bonds, and all assets, income and receipts pledged to pay or 

secure the payment of the bonds, or interest on them, shall at all 

times be exempt from taxation by or under the authority of the state, 

except for inheritance and estate taxes and taxes on transfers by or 

in contemplation of death. Nothing in this section a f f e c t c or limits 

an excemption from license fees, property taxes, or excise, income or 

any other taxes provided underany  other law, nor does it create a tax 

exemption with respect to the interest of any business, enterprise or 

the person, other than the corporation, in any property, assets, 

income, receipts, or other interest.

Sec. 14.42.290. BONDS LEGAL INVESTMENTS FOR FIDUCIARIES. The

-13-
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bonds of the c orporation are securities in w h i c h  all public officers 

and bodies of the state and all m u n i c ipalitie s and municipal sub­

divisions, all insurance companies and associations and other persons 

carrying on a insurance business, all banks, bankers, trust companies, 

savings banks, savings associations, including savings associations 

and building and loan associations, investment companies and other 

persons carrying on a banking business, all administrators, guardians, 

executors, trustees and other fiduciaries, and all other persons 

whatsoever who are n o w  or m a y  h e r e afte r b e  authorized to invest in 

bonds or other obligations of the state, may properly and legally 

invest funds including any other provisions of law, the bonds of the 

corporation are also securities w h i c h  m a y  be deposited with and may be 

receiv ed b y  all public officers and bodies of this state and all 

municipalities and municipal subdivisions for any purpose for which 

the deposit of bonds or other obligations of the state is n o w  or may 

hereafter be authorized.

Sec. 1 A.42.310. OPERATION OF C E RTAIN STATUTES EXCEPTED. (a) 

The corporation shall not be considered or constitute (1) a political 

subdivision of the state as the term is u s e d  in AS 37.10.085, (2) a 

municipal c orporation or political subdivision of the state as the 

terms are u s e d  in AS 29, or (3) except as p r o v ided in AS 14.42.330, a 

state agency as the term is used in AS 37, but for all other purposes 

the corporation constitutes a political subdivision and an instrumen­

tality of the state provided in this chapter.

(b) The funds, income or receipts of the corporation shall not 

be considered or constitute m o n e y  of the state, nor shall real p r o­

perty in which the corporation has an interest be considered land 

owned in fee by the state or to w h i c h  the state m a y  become entitled or 

in any way lands belon ging to the state, or state lands r e f e r r e d  to in
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Article VIII of the Alaska Constitution.

Sec. 14.42.320. A NNUA L AUDIT. The corporation shall have its

financial records audited annually b y  the legislative auditor or by a

certified public accountant approved by the legislative auditor. The 

legislative auditor m a y  prescribe the form and content of the f i n a n­

cial records of the corporation and shall have access to these records 

at any time.

Sec. 14.42.330. OPERATING BUDGET. The operating budget of the 

corporation is subject to the Executive Budget Act (AS 37.07).

* Sec. 2. AS 14.43.120(d) is amended to read:

(d) schclarship loans may not be made to a student:

(1 ) for more than five years of undergraduate study;

(2 ) for more than five years of graduate study;

(3) for more than a total of eight years of undergraduate 

and graduate study;

(4) to attend an institution for which the default rate on

loans made to students to attend the institution exceeds the program

default rate by more than 150%.

* Sec. 3. This Act takes effect immediately in accordance with AS

01. 10.070(c) .
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Proposal No. 6. Increase loan Interest to 8*. beginning In FY86, reduce g race period to six months, but maintain current monthly 

paymont lnvol for the first three years of repayment, tlion Inc rease payments for the last seven years^

(a) Fiscal Impact: CSHB 1 6 1 (Fin) 2 of 3

BORROWING YEAR

Imnact FY06 FY87 FY88 FY09 FY90 FY91 FY92 FY93 FY94 FY95

FY86 $ 48.7 * * * $ $ * * f

FY87 2,229.9 44.6

FYR8 2,122.8 2,040.5 44,r\'

FY89 2,181.5 1,942.4 2.04C. 44,6

FY90 3,605.7 1,996.2 1,942.4 2,040.5 44.6

FY91 1,102.8 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY92 1,326.8 1,729.1 3,25-9.3 1,996.2 1,942.4 2,040.5 44.6

FY93 1,966.2 1,214.1 1 , 7 2 5 . i 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY94 2,010.4 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY95 2,010.4 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY96 1.961.7 1.839.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5

F Y97 f 219.51 1.795.0 1,839.6 1,039.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4

F Y98 [ 112.4][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2

FY99 [ 171.1][ 102.8][; 200.9] 1,795.0 1,039.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3

F YOO [ 1,595.3][ 156.6][; 102.8][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1,214.1 1,729.1

FY96 FY97

  Total

F Y 9 8  Impact

44.6

2,040.5

1,942.4

1.996.2

3.299.3

$ $ 48.7

2,274.5 

4,207.9 

6,209.0 

9,629.4

10.425.8

12.378.9 

14,232.4 

16,075.7 

17,915.3 

19,706.2

4 4.6 19,320.0

2,040.5 44.6 19,226.2

1,942.4 2,040.5 19,020.1 

1,996.2 1,942.4 15,354.2

(b) Additional Administrative C o s t : .

T h e  increase workload would result 1n the need for additional repayment staff, but not until FYB7.

Object Code F Y86 FY87 FY88

100 f -o- $28.4 $60.2

200 . -0- -0- -0-

300 . 20.0 -0- -0-

400 -0- .1 .2

500 -0- 1.2 1.2

TOTAL: $20.0 $29.7 $61.6

- 8 -



Comments: CSHB 161(Fin) 3 o f  3

1. The $20.0 in contractual is for modifying the existing student 

loan on-line system to accommodate for individuals with loans 

carrying varying interest rates.

2. The monthly payments for borrowers would change upward the last 

sevan years of the repayment cycle. Examples of the repayment 
schedule are:

I-' .n Amount Current 5% Delayed 8%

$ 1 r 000 $ 10.61 $ 10.61/$ 12.80

$24,000 $254.56 $254.56/S306.89

3. Forgiveness would be applied as it is now, with the State paying 

on behalf of the borrower up to 50% of the principal and 

interest accrued. Hence, the delayed impact of the 8% interest 

will actually provide a small additional incentive for 
forgiveness (about $26 on a $24,000 loan).
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S e n a t e
C o m m i t t e e  o n  

^ J c a tt l j ,  C b u c a t i o n  a n t i  S o c i a l  J k u t u c c s
L e t t e r  of I n t e n t  for S C S  C S H B  161 (2d H E S S ) , A n  A c t  r e l a t i n g  to 
i n t e r e s t  rate, l o a n  c o n d i t i o n s ,  a n d  r e p a y m e n t  p r o v i s i o n s  
s c h o l a r s h i p  loans.

t h e
of

S C S  C S H B  161 (2d HESS) p r o p o s e s  s e v e r a l  c h a n g e s  to the S c h o l a r s h i p  
L o a n  P r o g r a m  in an e f f o r t  to e n h a n c e  t h e  a c t i v i t y  of the p r o g r a m  
w i t h o u t  i n c r e a s i n g  s t a t e  a p p r o p r i a t i o n s  to  the fund.

S e c t i o n  1 w o u l d  r e q u i r e  all a p p l i c a n t s  to  feubmit i n f o r m a t i o n  
n e c e s s a r y  t o  d e t e r m i n e  e l i g i b i l i t y  for f e d e r a l  f i n a n c i a l  aid. It 
is the i n t e n t  o f  the S e n a t e  C o m m i t t e e  o n  H e a l t h ,  E d u c a t i o n  and 
S o c i a l  S e r v i c e s  t h a t  t h i s  i n f o r m a t i o n  b e  u s e d  to c o u n s e l  a n d  a d v i s e  
s t u d e n t s  o n  the a v a i l a b i l i t y  of f e d e r a l  f i n a n c i a l  a i d  a n d  to 
e n c o u r a g e  q u a l i f i e d  s t u d e n t s  t o  a p p l y  for f e d e r a l  a s s i s t a n c e .  It 
is a l s o  the i n t e n t  of t h e  c o m m i t t e e  t h a t  t h e  i n f o r m a t i o n  be k e p t  o n  
f i l e  w i t h  t h e  A l a s k a  C o m m i s s i o n  on  P o s t s e c o n d a r y  E d u c a t i o n  a n d  u s e d  
in the d e v e l o p m e n t  of r e c o m m e n d a t i o n s  for r e v i s i o n s  to the p r o g r a m .

S e c t i o n  6 w o u l d  r e q u i r e  the A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  
E d u c a t i o n  to  s u b m i t  r e c o m m e n d a t i o n s  to the l e g i s l a t u r e  for c h a n g e s  
to the s c h o l a r s h i p  l o a n  p r o g r a m .  It is the i n t e n t  of t h e  c o m m i t t e e  
t h a t  the r e p o r t  i n c l u d e  a d e t a i l e d  s t u d y  of a p r o p o s a l  b a s e d  on 
f i n a n c i a l  need, a " t w o - t i e r e d "  p r o p o s a l  t h a t  w o u l d  p r o v i d e  
s u p p l e m e n t a l  l o a n  f u n d s  b a s e d  on f i n a n c i a l  need, a p r o p o s a l  th a t  
m a t c h e s  the f e a t u r e s  of t h e  f e d e r a l  a i d  p r o g r a m  a n d  e s t a b l i s h e s  t h e  
s t a t e  a s  a l e n d e r  of l a s t  resort, a n d  o t h e r  p r o p o s a l s  t h a t  w o u l d  
e n a b l e  t h e  p r o g r a m  to m e e t  p r o j e c t e d  l o a n  d e m a n d  w i t h  r e d u c e d  s t a t e  
a p p r o p r i a t i o n s .
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A p r i l  21, 1S86

he H o n o r a b l e  J a n  F a i k s  
he H o n o r a b l e  J o h n  S a c k e t t  

T h e  H o n o r a b l e  Al  A d a m s  
P.O. B o x  V
J u n e a u ,  A l a s k a  99811 -

RE: H o u s e  B i l l  161

D e a r  F i n a n c e  C o m m i t t e e  C h a i r p e r s o n s :

As  y o u  know, I h a v e  b e e n  a s t r o n g  a d v o c a t e  o f  the 
s t u d e n t  loan p r o g r a m  in A l a s k a .  I c o n t i n u e  to b e l i e v e  t h a t  
t h e  p r o g r a m  r e p r e s e n t s  a w i s e  i n v e s t m e n t  in A l a s k a ' s  future.

H o wever, o v e r  time, it seems i n e v i t a b l e  t h a t  c h a n g e s  in 
t h e  p r o g r a m  are g o i n g  to b e  n e c e s s a r y .  F o r  example, I w o u l d  
u r g e  t h a t  the l e g i s l a t u r e  g i v e  n o t i c e  o f  an int e n t i o n ,  to be 
i m p l e m e n t e d  five or six y e a r s  he n c e ,  to m o v e  the p r o g r a m  
a w a y  f r o m  its p r e s e n t  w o r l d w i d e  p o r t a b i l i t y  t o w a r d s  a p o l i c y  
in w h i c h  s t u d e n t  loans w i l l  b e  a v a i l a b l e  for use w i t h i n  the 
S t a t e  o f  A l a s k a ,  at p u b l i c  or p r i v a t e  f a c i l i t i e s  here, 
u n l e s s  the p r o g r a m  s o u g h t  b y  a s t u d e n t  is n o t  a v a i l a b l e  
w i t h i n  the state. In the inter v a l ,  w e  w o u l d  be  b u i l d i n g  o u r  
U n i v e r s i t y  s y s t e m  a n d  i m p r o v i n g  o u r  o f f e r i n g s  a t  the 
U n i v e r s i t y  and c o m m u n i t y  colle g e s .

I a m  e n c l o s i n g  a d r a f t  a m e n d m e n t  w h i c h  w o u l d  save the 
State, a c c o r d i n g  to i n f o r m a t i o n  g i v e n  to me, $8-$16 m i l l i o n  
d o l l a r s  p e r  y e a r  w i t h o u t  j e o p a r d i z i n g  any lean r e c i p i e n t s  
a b i l i t y  to go to school. T h e  a m e n d m e n t  w o u l d  r e q u i r e  t h a t  
a l l  a p p l i c a n t s  for s t u d e n t  loans t h r o u g h  the C o m m i s s i o n  on 
P o s t s e c o n d a r y  E d u c a t i o n ,  of  w h i c h  I was f o r m e r l y  a m e m b e r ,  
w o u l d  c o m p l e t e  f orms f o r  f i n a n c i a l  a s s i s t a n c e  fr o m  t h e  
f e d e r a l  g o v e r n m e n t  t h r o u g h  the f e d e r a l  g u a r a n t e e d  s t u d e n t  
l o a n  p r o g r a m .  S t u d e n t s  r e c e i v i n g  a f e d e r a l l y  g u a r a n t e e d  
s t u d e n t  loan w o u l d  still e n j o y  f o r g i v e n e s s  t h r o u g h  the s t a t e  
s y s t e m  of  u p  to 50%, just as t h e y  e n j o y  p a r t i a l  f o r g i v e n e s s  
u n d e r  the w h o l l y  state f u n d e d  system.

T h e  o n l y  e f f e c t  m o s t  a p p l i c a n t s  w o u l d  n o t i c e  from t h e  
a d o p t i o n  o f  the e n c l o s e d  l a n g u a g e  is the r e q u i r e m e n t  t h a t  
t h e y  c o m p l e t e  a d d i t i o n a l  p a p e r  w ork. The f e d e r a l  p r o g r a m  
w o u l d  b e  the l o a n  of f i r s t  r e s o r t  and a b o u t  20% o f  A l a s k a ' s  
s t u d e n t s ,  it is e s t i m a t e d ,  w o u l d  q ualify.

ALASKA STATE SENATE
COMMITTEES

BUDGET & AUDIT 
HEALTH, EDUCATION & SOCIAL SERVICES 

RULES 
TRANSPORTATION

SENATE CHAIR, ANCHORAGE CAUCUS



T h e  H o n o r a b l e  J a n  F a i k s  
T h e  H o n o r a b l e  J o h n  S a c k e t t  
T h e  H o n o r a b l e  Al A d a m s  
A p r i l  21, 1986 
Pa g e  Two

A t  p r e s e n t ,  m o s t  s t u d e n t s  d o n ' t  b o t h e r  to e v e n  a p p l y  
f or the f e d e r a l  p r o g r a m  b e c a u s e  o f  the i n c o n v e n i e n c e  and, as 
a r e s ult, w e  s p e n d  s t a t e  m o n e y  t h a t  we  o u g h t  not to be 
s p e n d i n g  w h e n  some f e d e r a l  m o n e y  is a v a i l a b l e .

W i t h  b e s t  p e r s o n a l  r egards, I a m

J o e  P. J o s e p h s o n  
S t a t e  S e n a t o r

J P J : r a k
E n c l o s u r e

JOE P. JOSEPHSON - ALASKA STATE SENATE



Sec. 14.A3.103. FEDERAL ASSISTANCE. The scholarship loan shall be used 

as a loan of last resort and shall only be granted to an applicant who, 

if eligible, first exhausts Federal Guaranteed Student Loan 

availability. As a condition of loan award, each applicant must submit, 

wit h  the loan application, information necessary to determine whether the 

applicant qualifies for financial assistance from the federal government.

1 1 1986
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Mr. President

The Committee on _______ h e s s _______________________ c o n s i d e r e d CSHB 161 F in am

interest rate, loan conditions and repayment provisions of scholarship 
loans; efd.

and (a m a j o r i t y  of the committee) (the committee) reports it b a c k  w i t h  
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[ ] do pass w i t h  atta ched amendment(s) J
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[ ] and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE
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Mr. President

The Committee on HESS___________________________ considered CSHB 161(Fin)am

interest rate, loan conditions and repayment provisions of scholarship 
loans; efd.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

] do pass

] do pass with attached amendment(s) jJj

v'f replace with/or adopt<3 *CS for \(^1
] new title

|/f same title and recommends TDO r fVSS

] and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE

] reports it back without recommendation

] recommends referral to __________________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASfi _  O THER RECOMMENDATIONS



Offered: 5 / 9 / 8 5
Referred: F i n a n c e

O r i g i n a l  s p o nsor: B i n k l e y

B Y  T H E  H E A L T H ,  E D U C A T I O N  A N D
1 IN T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 161 (HESS)

3 IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A B I L L

6 F or an A c t  entitled: "An A ct r e l a t i n g  to the i n t e r e s t  rate, l o a n  condi-

7 tions and r e p a y m e n t  p r o v i s i o n s  of  s c h o l a r s h i p  loans;

8 and p r o v i d i n g  fo r  an  e f f e c t i v e  d a t e . "

9 B E  IT E N A C T E D  BY T HE L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A :

10 *  S e c t i o n  1. AS 1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

11 (f) I n t e r e s t  on a l o a n  g i v e n  u n d e r  A S  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

12 at the r ate of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  t he l o a n  is in

13 default. I n t e r e s t  on a loa n  that is in d e f a u l t  is 10 p e r c e n t  a y e a r

14 for the p e r i o d  the l oan is in default.

15 *  Sec. 2. AS  1 4 . 4 3 . 1 2 0 ( g )  is a m e n d e d  to read:

16 (g) R e p a y m e n t  of  the p r i n c i p a l  a n d  i n t e r e s t  o n  t he loa n  b e g i n s

17 no l a t e r  t han s ix m o n t h s  [ONE YEAR] a f t e r  the b o r r o w e r ' s  s t u d i e s  are

18 t e r m inated. T h e  loan s h all p r o v i d e  f or r e p a y m e n t  of  t he t o tal amou n t

19 owe d  in p e r i o d i c  i n s t a l l m e n t s  in not m o r e  t h a n  10 y e a r s  fro m  the

20 c o m m e n c e m e n t  of r e p a yment, e x cept as p r o v i d e d  in (k) a n d  (m) of this

21 section. In t e rest s h a l l  a c c r u e  as y>rovided in (f) of this section,

22 but the b o r r o w e r  s h all be a l l o w e d  to r e p a y  the l o a n  at a five p e r cent

23 in t e r e s t  rate for the first t h ree y e a r s  of the r e p a y m e n t  period, w i t h

24 the e x t r a  a c c r u e d  intex'est to be p a i d  in l a t e r  y e ars. If the commis-

25 sio n  and the b o r r o w e r  a g r e e  to a d i f f e r e n t  r e p a y m e n t  schedule, the

26 b o r r o w e r  shall repay the l o a n  in a c c o r d a n c e  w i t h  the a g r e ement. A

27 b o r r o w e r  m a y  m a k e  p a y m e n t s  e a r l i e r  t h a n  r e q u i r e d  b y  this subsection.

28 * Sec. 3. Thi s  A ct t a kes e f f e c t  J u l y  1, 1985.

-1- SCS C S H B  1 6 1 ( H E S S )



Of f ered: 4 / 2 9/85
Re f e r r e d :  R u l e s

O r i g i n a l  sponsor: B i n k l e y

1 IN T H E  H O U S E  BY TH E  F I N A N C E  C O M M I T T E E

2 CS  F OR H O U S E  B I L L  NO. 161 (Finance) am

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an  A c t  entitled: " An A ct r e l a t i n g  to the i n t e r e s t  rate, l o a n  condi-

7 tions and r e p a y m e n t  p r o v i s i o n s  of s c h o l a r s h i p  loans;

8 a nd p r o v i d i n g  f o r  an e f f e c t i v e  d a te."

9 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

10 * S e c t i o n  1. /\S 1 4 . 4 3 . 1 2 0 ( c )  is a m e n d e d  to read:

11 (c) To m a i n t a i n  a loa n  the s t u d e n t  m u s t  c o n t i n u e  to be e n r o l l e d

12 as a f u l l - t i m e  s t u d e n t  in g ood s t a n d i n g , or as a p a r t - t i m e  s t u d e n t  in

13 g o od s t a n d i n g  in m o r e than one i n s t i t u t i o n  for a t o t a l  n u m b e r  of

14 cr e d i t s  e q u i v a l e n t  to a f u l l - t i m e  s t u d e n t  in  a c a r e e r  e d u c a t i o n  pro-

15 gram, c o l l e g e  or u n i v e r s i t y  d e s i g n a t e d  u n d e r  (b) of this section. The

16 c o m m i s s i o n  shall adopt r e g u l a t i o n s  d e f i n i n g  "good s t a n d i n g "  f or pur-

17 p o s e s  of this subsection.

18 *  Sec. 2. A S  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

19 (f) I n t e r e s t  on a loan g i v e n  u n d e r  AS 1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

20 at the rate of e i ght [FIVE] p e r c e n t  a y e a r  u n less the l oan is in

21 default. I n t e r e s t  on a loan that is in d e f a u l t  is 10 p e r c e n t  a y e a r

22 f or the p e r i o d  th e  l o a n  is in  default.

23 *  Sec. 3. AS  1 4 . 4 3 . 1 2 0 ( g )  is a m e n d e d  to read:

24 (g) R e p a y m e n t  of the p r i n c i p a l  a n d  i n t e r e s t  on the loan begins

25 no l a ter t h a n  s i x  m o n t h s  [ONE YEAR] a f t e r  t he b o r r o w e r ' s  s t u dies are

26 t e r m i n a t e d .  T h e  loan shall p r o v i d e  for r e p a y m e n t  of the total amount

27 o w e d  in  p e r i o d i c  i n s t a l l m e n t s  in n ot m o r e  tha n  10 y e a r s  f r o m  the

2.8 c o m m e n c e m e n t  of re p a y m e n t ,  e x c e p t  as p r o v i d e d  in (k) a nd (m) of this

29 section. I n t e r e s t  shall a c c r u e  as p r o v i d e d  in (f) of this section,

-1- CSH B  161(Fin) am



1 b ut th e  b o r r o w e r  s h a l l  b e  a l l o w e d  to r e p a y  the l oan at a f i v e  p e r c e n t

2 i n t e r e s t  r a t e  for the first t h r e e  y e a r s  of  the r e p a y m e n t  p e r i o d ,  w i t h

3 th e  e x t r a  a c c r u e d  i n t e r e s t  to b e  p a i d  in l a t e r  years. If t h e  commis-

4 s i o n  a n d  the b o r r o w e r  a g r e e  to a d i f f e r e n t  r e p a y m e n t  s c h edule, t he

5 b o r r o w e r  s h a l l  r e p a y  the l oan in  a c c o r d a n c e  w i t h  t h e  ag r e e m e n t .  A

6 b o r r o w e r  m a y  m a k e  p a y m e n t s  e a r l i e r  t h a n  r e q u i r e d  by this sub s e c t i o n .

7 * Sec. 4. T h i s  Ac t  t a kes e f f e c t  J u l y  1, 1985.

C S H B  161(Fin) am -2-
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S E C T I O N A L  A N A L Y S I S  F O R  H O U S E  B I L L  161 ( v e r s i o n s  1 & 2)

A n  A c t  r e l a t i n g  t o  t h e  i n t e r e s t  rate, l o a n  c o n d i t i o n s  a n d  
r e p a y m e n t  p r o v i s i o n s  o f  s c h o l a r s h i p  l o a n s  a n d  p r o v i d i n g  for 
an e f f e c t i v e  d a t e

S e c t i o n  1

I n c r e a s e s  t h e  a n n u a l  i n t e r e s t  r a t e  o n  a s t u d e n t  l o a n  fr o m  
5% t o  8%. O n  a  $ 1 0 0 0  loan, t h a t  w o u l d  a d d  $ 2 .19 t o  the 
m o n t h l y  p a y m e n t  d u r i n g  t h e  l a s t  7 y e a r s  o f  t h e  loan. O n  a 
$ 2 4 , 0 0 0  loan, t h e  i n c r e a s e  w o u l d  a m o u n t  t o  $ 5 2 . 3 3  a month.

S e c t i o n  2

R a i s i n g  t h e  i n t e r e s t  r a t e  f r o m  5% to  8% w o u l d  n o t  i n c r e a s e  
t h e  m o n t h l y  p a y m e n t  of  t h e  b o r r o w e r  d u r i n g  t h e  f i r s t  t h r e e  
y e a r s  o f  r e p a y m e n t .  I n s t e a d ,  t h i s  a d d i t i o n a l  i n t e r e s t  r a t e d  
w o u l d  b e  r e f l e c t e d  in t h e  m o n t h l y  p a y m e n t s  o f  t h e  l a s t  7 
y e a r s  o f  t h e  loan. E s s e n t i a l l y ,  t h i s  r e s u l t s  in a n  
i n t e r e s t  a v e r a g e  o f  5% f o r  t h e  f i r s t  t h r e e  y e a r s  a n d  10% 
f o r  t h e  r e m a i n i n g  seven.

^ ^ | £ b i w r 2 ; ^ L n o l u d e s  a n  a d d i t i o n a l  s e c t i o n  t h a t  d o e s  the 
"following. U n d e r  c u r r e n t  law, a  b o r r o w e r  h a s  a o n e  y e a r  
g r a c e  p e r i o d  a f t e r  s t u d i e s  a r e  t e r m i n a t e d  b e f o r e  r e p a y m e n t  
b e g i n s .  T h i s  s e c t i o n  w o u l d  r e d u c e  t h a t  t i m e  p e r i o d  t o  9 
m o n t h s .

S e c t i o n  3

E f f e c t i v e  d a t e  o f  J u l y  1, 1986.

C o m m e n t s

A s  p a s s e d  b y  t h e  H o u s e ,  t h i s  b i l l  c o n t a i n e d  a s e c t i o n  w h i c h  
a l l o w e d  b o r r o w e r s  t o  a t t e n d  m o r e  t h a n  o n e  i n s t i t u t i o n  in 
o r d e r  t o  r e a c h  t h e  12 u n i t s  n e e d e d  t o  q u a l i f y  f o r  a s t u d e n t  
loan. T h e  S e n a t e  H E S S  C o m m i t t e e  d e l e t e d  t h a t  s e c t i o n  
b e c a u s e  S e n a t e  B i l l  17, w h i c h  d i d  t h e  s a m e  thing, p a s s e d  
d u r i n g  t h e  19 8 5  se s s i o n .
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IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS F O R  CS FOR HOUSE BILL NO. 16 I (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENT H LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An A c t  relating to the interest rate, loan c o n d i­

tions and repayment provisions of scholarship loans;

and providing for an effective date."

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

* Section 1. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given u nder AS 14.43.090 - 14.43.160 is 

at the rate of eight [FIVE] percent a year unless the loan is in 

default. Interest on a loan that is in default is 10 percent a year 

for the p e rio d the loan is in default.

* Sec. 2. AS 14.43.120(g) is amended to read:

(g) Repayment of the principal and interest on the loan begins 

no later than nine months [ONE YEAR] after the borrower's studies are 

terminated. The loan shall provide for repayment of the total amount 

owed in periodic installments in not more than 1 0  years from the 

commencement of repayment, except as provided in (k) and (m) of this 

section. Interest shall accrue as provided in (f) of this section, 

but the borrowe r shall be allowed to repay the loan at a five percent 

interest rate for the first three years of the repayment period, w i t h  

the extra accrued interest to be paid in later years. If the c o m m i s­

sion and the borrower agree to a different repayment schedule, the 

borrower shall repay the loan in accordance w i t h  the agreement. A 

borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July I, 1936.

-1- SCS CSHB 1 6 1 (Fin)
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1/14/86

Original sponsor: Binkley

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS F O R  HOUSE BILL NO. 161 (Finance)

IN THE LEGISLATU RE OF TH E STATE OF A L A SKA 

FOURTEENTH LEGISL A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to the interest rate, loan c o n d i­

tions and repayment provisions of scholarship loans;

and p roviding for an effective date."

BE IT ENACTED BY T HE LEGISLAT URE OF THE STATE OF ALASKA:

* Section 1. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given u nder AS 14.43.090 - 14.43.160 is

at the rate of eight [FIVE] percent a year unless the loan is in

default. Interest on a loan that is in default is 10 percent a year 

for the p eriod the loan is in default.

* Sec. 2. AS 14.43.120(g) is amended to read:

(g) Repayment of the principal and interest on the loan begins

no later than one year after the borrower's studies are terminated.

The loan shall provide for repayment of the total amount owed in 

periodic installments in not more than 1 0  years from the commencement 

of repayment, except as provided in (k) and (m) of this section. 

Interest shall accrue as provided in (f) of this section, but the 

borrowe r shall be allowed to repay the loan at a five percent interest 

rate for the first three years of the repayment period, w i t h  the extra 

accrued interest to be paid in later years. If the commission and the 

borrowe r agree to a different repayment schedule, the borrower shall 

repay the loan in accordance with the agreement. A borrower m a y  make 

payments earlier than required by chis subsection.

* Sec. 3. This Act takes effect July 1, 1986.

SCS CSHB 161(Fin)
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S E C T I O N A L  A N A L Y S I S  O F  H O U S E  B I L L  161

A n  A c t  r e l a t i n g  to the i n t e r e s t  rate, l o a n  c o n d i t i o n s  a n d  
r e p a y m e n t  p r o v i s i o n s  of s c h o l a r s h i p  l o ans

S e c t i o n  1

W o u l d  i n c r e a s e  the a n n u a l  i n t e r e s t  r a t e  on a s t u d e n t  loan f r o m  
5% to 8%. On a $1000 loan t h a t  w o u l d  a d d  $2.19 to t h e  m o n t h l y  
p a y m e n t  o v e r  t h e  10 y e a r  life of t h e  loan. On a $24,000 loan,
t h e  i n c r e a s e  w o u l d  a m o u n t  to $5 2 . 3 3  a mo n t h .

S e c t i o n  2 -  ̂.

U n d e r  c u r r e n t  law, a b o r r o w e r  has a o n e  y e a r  g r a c e  p e r i o d  a f t e r  
s t u d i e s  are t e r m i n a t e d  b e f o r e  r e p a y m e n t  begins. Th i s  s e c t i o n  
w o u l d  r e d u c e  t h a t  to six months.

In a d d i t i o n ,  r a i s i n g  the i n t e r e s t  r a t e  f r o m  5% to 8% w o u l d  n o t
i n c r e a s e  the m o n t h l y  p a y m e n t  of  t h e  b o r r o w e r  d u r i n g  the first 
t h r e e  y e a r s  of rep a y m e n t .  Instead, th i s  a d d i t i o n a l  i n t e r e s t  
r a t e  w o u l d  be r e f l e c t e d  in the m o n t h l y  p a y m e n t s  of the la s t  7 
y e a r s  o f  t h e  loan.

S e c t i o n  3

E f f e c t i v e  da t e  of J u l y  1, 1985 w h i c h  w o u l d  of c o u r s e  ha v e  to be  
c h a n g e d  to  J u l y  1, 1986.

C o m m e n t s

A s  p a s s e d  b y  the House, this b i l l  c o n t a i n e d  a s e c t i o n  w h i c h  
a l l o w e d  b o r r o w e r s  to a t t e n d  m o r e  t h a n  one i n s t i t u t i o n  in o r d e r  
t o  r e a c h  the 12 u n i t s  n e e d e d  to q u a l i f y  for a s t u d e n t  loan.
T h e  S e n a t e  HE S S  C o m m i t t e e  d e l e t e d  t h a t  s e c t i o n  b e c a u s e  S e n a t e  
B i l l  17, w h i c h  d i d  t h e  same thing, p a s s e d  d u r i n g  the 1984 
S e s s i o n .

F i s c a l  I m p a c t

T h e  P o s t s e c o n d a r y  E d u c a t i o n  C o m m i s s i o n  e s t i m a t e s  an F Y  87 
i n c r e a s e  of $20,000 to c o v e r  the c o s t  o f  m o d i f y i n g  the o n - l i n e  
s y s t e m  u s e d  for c o m p u t i n g  loan r e p a y m e n t s .  F u t u r e  y e a r s  w o u l d  
r e q u i r e  a d d i t i o n a l  f u nds for a d d i t i o n a l  r e p a y m e n t  staff.
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C o m m e n t s :

1. The $20.0 in contractual is for modifying the existing student 

loan on-line system to accommodate for individuals wit h  loans 

carrying varying interest rates.

2. The monthly payments for borrowers would change upward the last 

seven years of the repayment cycle. Examples of the repayment 

schedule are:

Loan Amount Current 5% Delayed 8%

3. Forgiveness would be applied as it is now, with the State paying 

on behalf of the borrower u p  to 50% of the principal and 
interest accrued. Hence, the delayed impact of the 8% iate ast 

will actually provide a small additional incentive for 

forgiveness (about {>26 on a {>24,000 loan).

$ 1,000 
$24,000

$ 10.61 

$254.56

$ 10.61/$ 12.80 

$254.56/^306.89



TA8LC 1

PROJECTED REPAYMENT WITH CURRENT 

PROGRAM TERMS

BORROWING TEAR

Year

o f

Impact

FT86~

FTH6 FY87 FY88 FY09 FY90 FY91 FY92 FY93 FV94

P 1 P I P I P I P 1 P I P I P 1 P 1

FY87

FYB8 } 1 .769 .6 S 376 .9

f  189 3 .452 .3 735 .3 S I . 702.1 S 362 .5

f  Y90 5 .174 .5 1 .102 .2 3 .3 2 0 .5 707 .3 $ 1 ,7 7 7 .5 $ 378 .6

f  Y9I 7 .726 .2 1 .645 .7 4 .9 7 7 .0 1 .060 .1 3 .4 6 7 .7 738 .6 S I . 853 .9 $ 394.9

F T 92 7 .900 .0 1 .682 .7 7 .4 3 1 .3 1 .5 8 2 .9 5 .1 9 7 .6 1 .107 .1 3 .6 1 6 .7 770.4 S I . 130.6 S 411 .2

IY9J 7 ,581 .5 1 .614 .9 7 .5 9 8 .S 1 .6 1 8 .5 7 .7 6 0 .6 1 .6 5 3 .0 5 .4 2 0 .9 1 .154 .7 3 .7 6 6 .5 602 .3 S 2 .018 .4 S 4 2 9 .9

FY94 7 .278 .6 1 .5 5 0 .3 7 .292 .1 1 .5 5 3 .0 7 ,9 3 5 .2 1 .6 9 0 .2 8 .0 2 7 .9 1 .709 .9 5 .645 .4 1 .2 0 2 .5 3 .9 3 7 .6 838 .7 S 2 .110.2 S 449 .5

FY9S 6 .9 6 8 .6 1 .484 .3 7 ,0 0 0 .8 1 .4 9 1 .2 7 .6 1 5 .3 1 .622 .1 8 ,2 7 6 .2 1 .762 .6 8 ,4 2 9 .3 1 .7 9 5 .4 5 .9 0 1 .9 1 .2 5 7 .1 4 .1 1 6 .7 8 76 .9 $2 ,206 .2 S 469 .9

FY96 6 .5 0 9 .3 1 .3 8 6 .5 6 .7 0 2 .6 1 .4 2 7 .7 7 .3 1 1 .0 1 .5 5 7 .2 7 .9 4 2 .5 2 .0 7 5 .2 8 ,6 1 8 .9 1 .B 35 .8 8 .8 1 2 .3 1 .8 7 7 .0 6 .1 7 0 .3 1 .3 1 4 .3 4 .3 0 3 .9 916.7 S 2 .3 0 6 .5 S 491 .3

FY9 ? 6 .4 7 8 .0 1 .379 .8 6 .2 6 0 .9 1 .3 3 3 .6 6 .9 9 9 .6 1 .4 9 0 .9 7 .6 2 5 .2 1 .624 .2 8 ,271 .4 1 .7 6 1 .8 9 .0 1 0 .5 1 .9 1 9 .2 9 .2 1 3 .1 1 .9 6 2 .4 6 .4 5 0 .9 1 .374 .0 4 .4 9 9 .6 958 .4

FY9B S .026 .9 1 .070 .7 6 .2 3 0 .8 1 .3 2 7 .2 6 .5 3 8 .3 1 .3 9 2 .6 7 ,3 0 0 .4 1 .555 .0 7 .9 4 0 .9 1 .691 .4 8 .6 4 7 .2 1 .8 4 1 .9 9 .4 2 0 .3 2 .0 0 6 .5 9 .6 3 2 .1 2 .0 5 1 .6 6 .7 4 4 .3 l ‘.4 J6.S

FY99 3 .647 .1 776 .8 4 .8 3 5 .0 1 ,0 2 9 .9 6 .5 0 6 .9 1 .3 8 6 .0 6 .8 3 1 .2 1 .455 .0 7 .602 .7 1 .619 .4 8 .3 0 1 .7 1 .7 6 8 .3 9 .0 4 0 .5 1 .9 2 5 .6 9 .8 4 8 .7 2 .0 9 7 .8 10 ,070 .0 2 .1 4 4 .9

FYOO 2 .2 3 4 .9 476 .0 3 .5 0 8 .0 747 .2 5 .0 4 9 .3 1 .0 7 5 .5 6 .7 0 6 .5 1 .445 .5 7 .1 0 2 .6 1 .5 1 2 .9 7 ,9 4 8 .2 1 .6 9 3 .0 8 .3 0 9 .6 1 .7 6 9 .9 9 .4 5 1 .6 2 .0 1 3 .2 10 .296 .6 2 .1 9 3 .2

A ssumptions: T . General Fund a p p ro p r ia t io n  remains constan t a t  $ 6 0 .0  m i l l i o n  a f t e r  FY67.

2 .  The percentage o f  borrowers e n te r in g  repayment, w ith  a 12-month grace p e r io d , w i l l  h e :

Percent Years A T ler Borrow ing

0 .0 one year

2 2 .4 two years

21 .3 th ree  years

2 1 .8 fo u r  years

3 2 .3 f iv e  years

2 .2 s ix  o r  more

100 .0

] .  Borrow ing ra te s  w i l l  not be reduced I f  In te re s t  ! c  Increased to  B pe rc en t.



TABLE 2 
PROJECTED liEPATHEHT UITH 

CSHB 161 TERHS

BORWOHIHG YEAR
Year

o f

IffpJCt

FY86 FY87 FY88 FY89 FY90 FY91 FY92 i FY93 FT94

P I P I P 1 P I P I P 1 P 1 P I P I

F Y86 *

FY87 1 38 .0 J  8 .1

FT88 t l .7 6 9 .6 * 376.9 1 .740 .1 370.6 $ 39 .7 * 0 .5

FY89 3 .4 5 2 .3 735.3 3 .3 6 8 .5 715.4 1 .8 1 7 .2 387 .1 4 4 1 .4 $ 8 .8

FY90 5 .1 7 4 .5 1 ,1 0 2 .2 5 .0 1 5 .0 1 ,068 .2 3 ,507 .4 747 .1 1 ,8 9 5 .2 403 .7 t 43.1 t 15.0

FY91 7 .7 2 6 .2 1 .645 .7 7 .4 3 1 .3 1 ,582 .9 5 .2 3 7 .2 1 .1 1 5 .5 3 .b 5 0 .1 779 .2 1 ,973 .7 686 .8 $ 45.1 $ 15.7

FY92 7,91)0 .0 1 .682 .7 7 ,598 .5 1 ,618 .5 7 ,7 6 0 .6 1 .6 5 3 .0 5 ,4 6 2 .3 1 ,1 6 3 .5 3 ,0 0 9 .6 1 .3 25 .7 2 ,063 .4 718.1 $ 47.1 t 16 .4

FY93 7 .5U 1 .5 1 .614 .9 7 .285 .3 1 ,551 .8 7 .9 3 5 .2 1 .6 9 0 .2 8 ,0 9 4 .1 1 .7 2 4 .0 5 .6H 8 .5 1 ,979 .6 3 ,9 8 2 .6 1 .385 .9 2 ,157 .2 750 .7 S 4 9 .2 t 16 .8 •

FY94 7 .2 7 8 .6 1 ,650 .3 6 ,9 6 4 .0 1 .489 .7 7 ,608 .1 1 ,6 2 0 .5 8 ,2 7 6 .2 1 .762 .B 8 ,4 2 9 .3 2 ,9 3 3 .4 5 .9 4 6 .9 2 .0 6 9 .5 4 ,163 .8 1 ,4 4 9 .0 2 ,2 5 5 .4 784 .9 $ 51 .5 S 17.9

FY9S 6 .9 bH .6 1 .484 .3 6 ,6 9 5 .8 1 .426 .2 7 ,3 0 3 .9 1 .5 5 5 .7 7 .935 .1 1 .6 9 0 .2 8 ,6 1 8 .9 2 ,9 9 9 .4 8 ,8 1 2 .3 3 .066 .7 6 .217 .4 2 ,1 6 3 .7 4 ,3 5 3 .1 1 ,5 1 4 .9 2 .3 5 7 .9 820 .5

»Y96 6 .51)9 .3 1 .386 .5 6 .2 6 1 .0 1 ,333 .6 6 ,9 9 2 .5 1 ,4 8 9 .4 7 ,6 1 7 .7 1 ,6 2 2 .6 8 ,2 6 3 .6 2 ,8 7 5 .7 9 ,0 1 0 .5 3 ,135 .7 9 ,213 .1 3 ,2 0 6 .2 6 .5 0 0 .1 2 ,2 6 2 .0 4 .5 5 1 .1 1 ,583 .8

FY 90 5 .0 2 6 .9 1 .070 .7 4 ,8 0 3 .9 1 .023 .2

6 ,5 3 8 .3

6 ,5 0 6 .9 1 .3 8 6 .6 6 ,b l9 .3 1 .4 5 2 .5 7 ,5 9 5 .0

2 ,7 6 0 .8  

2 ,643 .1 8 ,2 9 3 .6

3 ,0 0 6 .4

2 ,8 8 6 .2 9 ,032 .0 3 ,143 .1 9 ,8 4 8 .7

j , j j i . j 

3 .4 7 7 .3 10 .070 .1 3 ,5 0 4 .4

FY99 3 .6 4 7 .1 776.8 3 .4 7 6 .8 740.6 5 ,0 1 6 .8 1 ,0 6 8 .6 6 .7 8 6 .5 1 .4 4 5 .5 7 .1 0 1 .6 2 .4 7 1 .4 7 ,940 .1 2 ,7 6 3 .2 6 ,6 7 0 .8 3 ,0 1 7 .4 9 ,4 4 2 .7 3 .7 8 6 .1 10 ,296 .6 3 ,5 8 3 .2

FYOO 2 .2 3 4 .9 476 .0 2 ,1 1 8 .5 451 .2 3 ,6 3 0 .8 773.4 5 ,2 3 2 .4 1 .1 1 4 .5 7 ,0 6 7 .5 2 .4 5 9 .5 7 ,4 2 4 .3 2 ,5 8 3 .7 7 .551 .7 2 ,6 2 8 .0 9 .0 6 4 .8 3 .1 5 4 .6 9 .8 7 2 .2 3 .4 3 5 .5

Assumptions: 4 . The percentage o f  borrowers e n te r in g  repayment, w ith  a 6-nonth grace p e r io d , w i l l  be :

P e r :e n t Tears A fte r  Bo rroo lno

0 .5 d u r in g  f i r s t  y e a r

22 .4 one y e a r

21 ,3 two yea rs

21 .8 th ree  yea rs

31 .8 fo u r ye a rs

2 .2 f iv e  o r  more y e a rs

100,0

6 . fo rg ive ne ss  b e n e f it s  v l l l  be re c e iv e d  by 18 pe rcen t o f  the  b o r ro xe rs . 

6 , D e fa u lt  ra te  Is  not in c lu d e d .



TABLE 3 

FISCAL IMPACT OF 

CSHB 161

nORROMIIIG YEAR

T e ir

o f

l » P J C t

FYU6 FYB7 FY88 ■ FY89 FY90 FY91 FY92 F Y 9 3 F 94 TotAl*

P 1 P 1 P 1 P 1 P 1 P I P 1 P I P 1 P I

F r«6

n o  i $ 3 0 .0 5 8 .1 1 3 8 .0 \  . ! • '

rrflB 1 .740 .1 370 .6 t  39 .7 I  8 .5 1 .7 7 9 .8 379 .1

FYB9 1 ,6 5 6 .4 367 .9 1 .817 .7 387.1 5 41 .4 5 8 .8 3 ,5 1 5 .0 748 .8

FY9U 1 ,6 9 4 .5 360 .9 1 .7 7 9 .9 368.5 1 .895 .7 403 .7 5 43.1 S 1 5 .0 5 .3 6 2 .7 1 , 1 4 8 . 1

F T 9 I 7 .4 5 4 .3 577 .8 1 .769 .5 376 .9 1 .804 .7 384.3 1 .973 .7 6 B 6 . 8 S 45 .1 5 15.7 8 .0 4 6 .8 1 ,9 8 6 .5

F 1 92 167 .7 35 .6 7 .5 6 3 .0 545 .9 1 .845 .6 393.1 I . 879 .0 914 .5 7 .0 6 3 .4 718.1 t  47 .1 S K .4 8 .5 6 5 :3 2 .6 7 3 .6

F T 9  3 [ 3 1 3 .7 ] (6 6 .7 ) 174.6 37 .7 7 .6 7 3 .7 569.3 1 .977 .0 1 .1 7 7 .3 1 .9 6 4 .7 956 .0 2 .1 5 7 .2 750 .7 $ 49.7 5 16.8 8 .6 7 7 .2 3 .4 4 0 .6

FT94 [7 9 0 .1 ] [6 3 .5 ] [3 7 7 .1 ] [6 9 .7 ] 749.3 57 .9 7 .7 8 3 .9 1 .7 3 0 .9 7 .0 0 9 .3 1 .7 3 0 .8 2 .0 5 3 .6 999 .5 2 .2 5 5 .4 784.9 f 5 17 .9 9 .4 3 1 .0 6 .7 5 5 .9

FT9S [3 0 5 .0 ] [6 5 .0 ] [3 1 1 .4 ] [6 6 .3 ] 1341.1] [7 7 .7 ] 189.6 1 .7 0 4 .0 7 .9 1 0 .4 1 .8 0 9 .6 2 .1 0 0 .7 1 .2 8 6 .8 2 .1 4 6 .9 1 .045 .0 2 .3 5 7 .9 8 20 .5 8 .7 4 8 .0 5 .9 6 1 .9

FT96 [4 4 1 .6 ] [9 4 .1 ] [3 1 8 .5 ] [6 7 .8 ] [374 .8 ] [6 9 .7 ] [355 .3 ] 1 .0 3 9 .9 198 .7 1 .7 5 8 .7 3 .0 4 2 .8 1 .8 9 1 .9 2 .1 9 6 .2 1 .3 4 6 .3 2 .2 4 4 .6 1 .0 9 2 .5 6 .9 5 2 .2 6 .3 9 7 .2

F V97 (3 -J .l) [ 6 .4 ] [4 6 1 .3 ] [9 8 .3 ] [337 .7 ] [7 0 .8 ] [3 3 8 .7 ] 9 9 9 .0 [3 7 1 .4 ] 1 .0 8 7 .7 207.2 1 .3 1 5 .9 3 .181 .1 1 .9 7 7 .9 2 .2 9 6 .2 I .4 U 6 .5 4 .1 5 1 .3 6 .6 1 1 .0

f  198 [ 1 .4 7 6 .9 ] [ 3 0 3 .9 ] [3 1 .4 ] [6 .7 ] [4 8 1 .1 ] [1 0 7 .5 ] [3 4 5 .9 ] 9 5 1 .7 [3 5 3 .6 ] 1 .0 4 4 .3 [3 38 .3 ] 1 .1 3 6 .6 21b .6 1 .375 .7 3 .3 7 5 .8 2 .0 6 7 .9 515 .2 6 .1 6 3 .1

FY99 [1 ,3 6 8 .7  ] [7 8 9 .3 ] [1 .4 9 0 .1 ] [317 .4 ] [4 4 .7 ] [9 .5 ] 1501 .1J 857 .0 [3 6 1 .6 ] 994 .9 [365.?] 1 .0 9 1 .8 [4 06 .0 ] 1 .188 .3 226 .6 1 .4 3 8 .3 [ 4 ,3 0 4 .8 ] 4 .9 4 9 .1

FYOO [1 .3 8 9 .5 ] [7 9 6 .0 ] [1 ,4 1 8 .5 ] [307 .1 ] [1 .5 5 4 .1 ] [3 3 1 .0 ] [3 5 .1 ] 946 .6 [5 7 3 .9 ] 890 .7 [7 57 .9 ] 858.1 [3 8 6 .B] 1 .141 .4 [4 2 4 .4 ] 1 .2 4 2 .3 ( 6 .4 9 0 .7 ) 4 .1 5 0 .0

• M O T E :  T o t a l s  A f t e r  F 1 9 4  M i l l  b e  e f f e c t e d  by l o a n j  a i d e  I n  F Y 9 S  m d  b e y o n d .
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JtNtrtrtL rliND 
-EDERAL FUNDS 

3THER 
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(48.7)1 (2.274.5)1 (4.207.9)1(6.209.0) I (9,629.4)1 ' igjjs

]
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3ART-TIME

TEMPORARY

N.A. 1 . 0 . 0 2 . 0 2 . 0 2 . 0
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0

Proposal No. 6. Increase loan Interest to fl*. beginning In FY86. reduce n race period to six months, but maintain current monthly 

payment level for the first three years of repayment.' then increase payments for the last s e ven years^

(a) Fiscal Impact: CSHB 1 6 1 (Fin) 2 of 3 ’

Year of __________

Impact FY06

BORROWING YEAR

FY87 FY80 FYB9 FYOO FY91 FY92 FY93 FY94 FY95 FY96 FY97

  Total

FY98 Impact

FY86 $ 48.7 * * * * $ * *

FY87 2,229.9 44.6

FY88 2,122.8 2,040.5 44.6

FY89 2,181.5 1,942.4 2,040.5 44.6

FY90 3,605.7 1,996.2 1,942.4 2,040.5 44.6

FY91 1,102.8 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY92 1,326.8 1.729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6

FY93 1,966.2 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5 44.6

44.6
FY94 2,010.4 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5

44.6
FY95 2,010.4 1.839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2 ,040.5

FY96 1,961.7 1,039.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4 2,040.5

FY97 [ 219.5] 1.795.0 1,839.6 1,039.6 1,799.1 1,214.1 1,729.1 3,299.3 1,996.2 1,942.4

FY9B [ 112.4][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1,214.1 1,729.1 3 ,299.3 1,996.2

FY99 [ 171.111 102.8][ 200.9] 1,795.0 1,039.6 1,839.6 1,799.1 1,214.1 1,729.1 3,299.3

FYOO f 1,595.3][; 156.6][ 102.8][ 200.9] 1,795.0 1,839.6 1,839.6 1,799.1 1 ,214.1 1,729.1

44.6

2,040.5

1,942.4

1.996.2

3.299.3

| $ 48.7

2,274.5 

4,207.9 

6,209.0 

9,629.4

10.425.8

12.378.9 

14,232.4 

16,075.7 

17,915.3 

19,706.2

44.6 19,320.0

2,040.5 44.6 19,226.2

1,942.4 2,040.5 19,020.1 

1,996.2 1,942.4 15,354.2

(b) Additional Administrative Cost:

The Increase workload would result In the need for additional repayment staff, but not until FY87.

Object Code FY86 F Y87 FY88

100 $ -0- $28.4 $60.2

200 . -0- -0- -0-

3 0 0  " 20.0 -0- -0-

400 -0- .1 .2

500 -0- 1.2 1.2

TOTAL: $20.0 $29.7 $61.6
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1. The $20.0 in contractual is for modifying the existing student 

loan on-line system to accommodate for individuals with loans 

carrying varying interest rates.

2. The monthly payments for borrowers would change upward the last 

seven years of the repayment cycle. Examples of the repayment 

schedule are:

Loan Amount Current 5% Delayed 8%

$ 1,000 $ 10.61 $ 10.61/$ 12.80

$24,000 $254.56 $254.56/5306.89

3. Forgiveness would be applied as it is now, with the State paying 

on behalf of the borrower up to 50% of the principal and 

interest accrued. Hence, the delayed impact of the 8% interest 

will actually provide a small additional incentive for 

forgiveness (about $26 on a $24,000 loan).



SCSCS HB 161: Student Loans 
(1-15-86 Analysis)

Assuptions:

Comments:

1. General Fund appropriation remains constant at $60.0 
million after FY87.

2. The percentage of borrowers entering repayment, with a 
12-month grace period, will be:

Percent Years After Borrowing
0.0 one year

22.4 two years
21.3 three years
21.8 four years
32.3 five years
2.2

100.0
six or more years

3. Borrowing rates will not be reduced if interest is 
increased to 8 percent.

. The percentage of borrowers entering repayment, with a 
6-month grace period, will be:

Percent Years After Borrowing
0.5 during first year

22.4 one year
21.3 two years
21.8 three years
31.8 four years
2.2 five or more years

100.0

. Forgiveness benfits will be received by 18 percent of 
the borrowers.

. Default rate is not included.

. The percentage of borrowers entering repayment, with a 
9-month grace period, will be:

Percent Years After Borrowing

0.3 during first year
22.4 one year
21.3 two years
21.8 three years

32.0 four years
2.2 five or more years
100.0

. Contractual amount of $25.0 is for modifying the 

existing student loan system to accommodate variable 
interest rates.

. The monthly payment for borrowers would change upward 

the last seven years of the repayment cycle. Examples 
of the repayment schedule are:



Loan Amount Current 5% 
$ 1 0 . 6 1  
$254.56

Delayed 8%
$ 10.61/$ 12.80 
$254.56/$306.89

$ 1,000 
$24,000

3.

4.

The delayed 8% (ramping) translates into 5% interest 
for the first three years and 10.14% interest for the 
last seven years.

Forgiveness would be applied as it is now, with the • 

State paying on behalf of the borrower up to 50% of the 
principal and interest accrued. Hence, the delayed 

impact of the 8% interest will actually provide a small 
additional incentive for forgiveness (about $26 on 
$24,000 loan).



TABIC 1

PROJECTED REPAYMENT KITH CURRENT 

PROGRAM TERHS

BORROWING YEAR

Year

o f

Im pact

FYH6 FY87 FY8B FY89 FY90 FY91 FY92 FY93 FY94

P 1 P I P I P I P I P 1 P I P I P 1

FY86

FY87 ■

FY88 11 .769 .6 $ 376.9

FY89 3 .4 5 ? .3 735.3 11 .702 .1 $ 362 .5

FY90 5 .1 7 4 .5 1 ,1 0 2 .2 3 .3 2 0 .5 707.3 $ 1 ,777 .5 $ 378 .6

FY91 7 .7Z 6 .2 1 .645 .7 4 ,9 7 7 .0 1 .060 .1 3 .4 6 7 .7 738 .6 $ 1 ,8 5 3 .9 $ 394 .9

FY92 7 .9 0 0 .0 1 ,682 .7 7 .4 3 1 .3 1 .5 6 2 .9 5 ,1 9 7 .6 1 .107 .1 3 ,6 1 6 .7 770 .4 $ 1 ,9 3 0 .6 $ 411 .2

FY93 7 .5 8 1 .5 1 .6 1 4 .9 7 ,5 9 8 .5 1 ,6 1 8 .j 7 .7 6 0 .6 1 .6 5 3 .0 5 ,4 2 0 .9 1 .1 5 4 .7 3 ,7 6 6 .5 802 .3 $2 ,018 .4 $ 429 .9

FY94 7 .2 7 8 .6 1 ,5 5 0 .3 7 ,292 .1 1 ,5 5 3 .0 7 ,935 .2 1 .6 9 0 .2 8 ,0 2 7 .9 1 ,7 0 9 .9 5 ,6 4 5 .4 1 ,2 0 2 .5 3 ,9 3 7 .6 838.7 $2 ,110 .2 $ 449 .5

FY95 6 ,b 6 8 .6 1 .4 8 4 .3 7 ,0 0 0 .8 1 ,491 .2 7 .615 .3 1 .622 .1 8 ,2 7 6 .2 1 .7 6 2 .8 8 ,4 2 9 .3 1 .7 9 5 .4 5 .9 0 1 .9 1 ,257 .1 4 ,1 1 6 .7 876 .9 $2 ,206 .2 $ 4 69 .9

FY96 6 .5 0 9 .3 1 ,3 8 6 .5 6 .7 0 2 .6 1 .427 .7 7 .311 .0 1 .5 5 7 .2 7 .9 4 2 .5 2 ,0 7 5 .2 8 .6 1 8 .9 1 ,8 3 5 .8 8 ,8 1 2 .3 1 ,877 .0 6 ,1 7 0 .3 1 .314 .3 4 .3 0 3 .9 916 .7 $ 2 .3 0 6 .5 $ 491 .3

FV97 6 .4 7 8 .0 1 .3 7 9 .8 6 .2 6 0 .9 1 ,333 .6 6 ,9 9 9 .6 1 .4 9 0 .9 7 .6 2 5 .2 1 .6 2 4 .2 8 .2 7 1 .4 1 .7 6 1 .8 9 ,0 1 0 .5 1 .919 .2 9 ,213 .1 1 .9 6 2 .4 6 .4 5 0 .9 1 .3 7 4 .0 4 .4 9 9 .6 958.4

FY98 5 .0 2 6 .9 1 .0 7 0 .7 6 .2 J 0 .8 1 .327 .2 6 ,5 3 8 .3 1 .3 9 2 .6 7 ,3 0 0 .4 1 ,5 5 5 .0 7 ,9 4 0 .9 1 .691 .4 8 .6 4 7 .2 1 ,841 .9 9 ,4 2 0 .3 2 .0 0 6 .5 9 ,632 .1 2 ,0 5 1 .6 6 .7 4 4 .3 1 ,4 3 6 .5

FY99 3 .6 4 7 .1 776.8 4 ,8 3 5 .0 1 .029 .9 6 ,5 0 6 .9 1 .3 8 6 .0 6 .8 3 1 .2 1 .4 5 5 .0 7 ,6 0 2 .7 1 .619 .4 8 ,3 0 1 .7 1 ,768 .3 9 .0 4 0 .5 1 .9 2 5 .6 9 .8 4 8 .7 2 .0 9 7 .8 1 0 .0 7 0 .0 2 .1 4 4 .9

FYOO 2 ,2 3 4 .9 476 .0 3 .5 0 8 .0 747.2 5 .0 4 9 .3 1 .0 7 5 .5 6 ,7 8 6 .5 1 .4 4 5 .5 7 ,1 0 2 .6 1 .5 1 2 .9 7 .9 4 8 .2 1̂ 93,0 8 .3 0 9 .6 1 .7 6 9 .9 9 ,4 5 1 .6 2 .0 1 3 .2 1 0 .2 9 6 .6 2 ,1 9 3 .2

Assum ptions : 1 . General Fund a p p ro p r ia t io n  remains constant a t  f6 0 .0  m i l l i o n  a f t e r  FTBT.

2 . The percentage o f  borrONers e n te r in g  repayment, w ith  a 12-month g race p e r io d , w i l l  b e :

Percent Tears A ft e r  Borrow ing

0 .0 one y e a r

22 .4 two ye a rs

21 .3 th ree  yea rs

21 .8 fou r yea rs

32 .3 f iv e  ye a rs

2 .2 s ix  o r  more ye a rs

100.0

3 , Borrow ing ra te s  w i l l  n o t  be reduced I f  In te re s t  I s  Increased  to B p e rcen t.



TABLE 2 

PROJECTEO REPAYMENT WITH 

6-HONTH GRACE PERIOD

BORROWING YEAR

Year

of FY86 FY87 FY88 FYB9 FY90 FY91 FY92 FY93 FY94

Impact P I P I P I P I P I P I P I P I P I
FIBS
F T87 4 38 .0 4 8 .1

FY88 41 .7 6 9 .6 4 376.9 1 .740 .1 370 .6 4 39 .7 \ 8 .5

FY89 3 .4 5 2 .3 735.3 3 ,3 5 8 .5 715 .4 1 ,8 1 7 .2 387.1 4 41 .4 4 8 .8

FY90 5 .1 7 4 .5 1 .102 .2 5 ,0 1 5 .0 1 .0 6 8 .2 3 .5 0 7 .4 747.1 1 .8 9 5 .2 403 .7 4 43.1 4 15 .0

FY91 7 .726 .2 1 .645 .7 7 .431 .3 1 .5 8 2 .9 5 ,2 3 7 .2 1.1 1 5 .5 3 ,658 .1 779.2 1 .9 7 3 .7 686.8 4 45.1 4 15 .7
FY92 7 .9 0 0 .0 1 .682 .7 7 .5 9 8 .5 1 .6 1 8 .5 7 .7 6 0 .6 1,6 5 3 .0 5 .4 6 7 .3 1 .1 6 3 .5 3 .8 0 9 .6 1 ,3 2 5 .7 2 .063 .4 718.1 4 47.1 4 16.4
FY93 7 .5 8 1 .5 1 ,614 .9 7 .285 .3 1 .5 5 1 .8 7 .9 3 5 .2 1.6 9 0 .2 8 .0 9 4 .1 1 .7 2 4 .0 5 .6 8 8 .5 1 ,9 7 9 .6 3 .902 .6 1 .385 .9 2 .1 5 7 .2 750.7 4 49 .2 4 16 .8
FY94 7 .2 7 8 .6 1 ,550 .3 6 .9 9 4 .0 1 ,4 8 9 .7 7 .608 .1 1 .6 2 0 .5 8 .2 7 6 .2 1 .7 6 2 .8 8 ,4 2 9 .3 2 .933 .4 5 ,946 .9 2 .069 .5 4 .1 6 3 .8 1 .4 4 9 .0 2 ,255 .4 784.9 4 5 1 .5 4 17 .9
FY95 6 ,9 6 8 .6 1 .484 .3 6 .6 9 5 .8 1 .4 2 6 .2 7 ,3 0 3 .9 1 .5 5 5 .7 7 .935 .1 1 .6 9 0 .2 0 ,6 1 8 .9 2 .999 .4 8 ,8 1 2 .3 3 .066 .7 6 .2 1 7 .4 2 .1 6 3 .7 4 .353 .1 1 .5 1 4 .9 2 .3 5 7 .9 6 20 .5

FY96 6 ,5 0 9 .3 1 .386 .5 6 .2 6 1 .0 1 .3 3 3 .6 6 ,9 9 2 .5 1.4 8 9 .4 7 .6 1 7 .7 1 .6 2 2 .6 8 .2 6 3 .6 2 .8 7 5 .7 9 010.5 3 .135 .7 9 .Z 13 .1 3 .2 0 6 .2 6 .500 .1 2 .2 6 2 .0 4 .551 .1 .1 ,5 8 3 .8

FY97 6 .4 7 8 .0 1 .3 7 9 .8 6 ,2 3 0 .8 1 .3 2 7 .2 6 .5 3 8 .3 1 .3 9 2 .7 7 ,2 9 3 .0 1 .5 5 3 .4 7 ,9 3 3 .2 2 .7 6 0 .8 8 .639.1 3 .006 .4 9 .4 2 0 .3 3 .2 7 8 .3 9 ,6 3 2 .0 3 .3 5 1 .9 6 .7 9 5 .0 2 .3 6 4 .9

F Y 98 5 .0 2 6 .9 1 ,070 .7 4 .8 0 3 .9 1 ,0 2 3 .2 6 ,5 0 6 .9 1 .3 8 6 .6 6 .8 1 9 .3 1 .4 5 2 .5 7 ,5 9 5 .0 2 .643 .1 8 .293 .6 2 .886 .2 9 .0 3 2 .0 3 .143 .1 9 .8 4 8 .7 3 ,427 .3 10 ,070 .1 3 .5 0 4 .4

FY99 3 .647 .1 776.8 3 .4 7 6 .8 740 .6 5 ,0 1 6 .8 1 .0 6 8 .6 6 ,7 8 6 .5 1 .4 4 5 .5 7 .1 0 1 .6 2 .471 .4 7 ,940.1 2 .763 .2 8 .6 7 0 .8 3 .017 .4 9 ,4 4 2 .7 3 ,286 .1 1 0 ,2 9 6 .6 3 ,5 8 3 .2

FYOO 2 .2 3 4 .9 476.0 2 .1 1 8 .5 451 .2 3 ,6 3 0 .8 773 .4 5 ,2 3 2 .4 1 .1 1 4 .5 7 .0 6 7 .5 2 .459 .5 7 .424 .3 2 .5 8 3 .7 7 .5 5 1 .7 2 .6 2 8 .0 9 ,0 6 4 .8 3 .154 .6 9 .0 7 2 .2 3 .4 3 5 .5

Assum ptions : 4 , The percentage o f borrowers e n te r in g  repayment, w ith  a 6*n»onth grace p e r io d , w i l l  b e :

Percent Years A fte r  Borrow ing

0 .5 d u r in g  f i r s t  y e a r

22 .4 one y e a r

2 1 .3 two years

21 .0 th ree  years

31 .8 fo u r  years

2 .2 f iv e  o r  more yea rs

100 .0

0 . F org iveness b e n e fits  w i l l  be rece ived  by 18 percent o f  the borrow ers . 

6 . D e fa u lt  ra te  1s no t In c lu d e d .



TABLE 3 

FISCAL 1HPACT OF 

6-HONTH GRACE PERIOD

BORROWING TEAR

Tear

of FY86 FT87 FT88 FT89 FY90 FY91 FY92 FY93 FY94 Tota l*

r»paet P I P 1 P I P I P I P I P I P I P I P I

FT86

FT87 $ 30 .0  $ 8.1 J 3 8 .0 » 8

ftbb 1 .740 .1 310 .6 i  39 .7  \ 8 .5 1 .7 7 9 .8 379

FT09 1 .6 5 6 .4 J53 .9 1 .8 1 7 .3 387.1 t  41 .4  } 8 .8 3 .5 1 5 .0 748

FT 90 1 ,6 9 4 .5 360 .3 1 .7 2 9 .9 368 .5 1 .8 9 5 .3 403 .7 5 43.1 t  15 .0 5 .3 6 3 .7 1 .148

FT91 2 .4 5 4 .3 533 .B 1 .7 6 9 .5 376 .9 1 .8 0 4 .3 384 .3 1 .973 .7 686 .8 t  45.1 $ 15 .7 8 .0 4 6 .8 1 .986

F f 92 167 .2 35 .6 3 .5 6 3 .0 545 .9 1 .8 4 5 .6 393.1 1 .879 .0 914 .5 3 .063 .4 718.1 }  45.1 t  16 .4 8 .5 6 5 .3 2 .633

FT93 [3 1 3 .2 J 166 .7 ] 174 .6 37 .3 3 .6 7 3 .3 569 .3 1 .9 3 3 .0 1 .1 7 7 .3 1 .964 .3 956 .0 3 .1 5 7 .3 750.7 t  4 9 .3  S 16 .8 8 .6 2 7 .2 3 ,440

F T 94 [290 .1 ] [6 3 .5 ] [3 3 7 .1 ] [6 9 .7 ] 248 .3 53 .9 3 ,7 8 3 .9 1 .7 3 0 .9 3 .0 0 9 .3 1 .2 3 0 .3 3 .0 5 3 .6 999 .5 3 .2 5 5 .4  784 .9 f  5 1 .5  J 1 7 .9 9 .4 3 1 .0 6 ,355

FT9S [3 0 5 .0 ] (6 5 .0 ] [3 1 1 .4 ] [6 6 .3 ] [3 4 1 .1 ] [7 3 .7 ] 189 .6 1 .3 0 4 .0 3 .9 1 0 .4 1 .8 0 5 .6 2 .1 0 0 .7 1 .3 8 6 .8 2 .1 4 6 .9  1 .0 4 5 .0 3 ,3 5 7 .9 830 .5 8 .7 4 8 .0 5.961

F196 [4 4 1 .6 ] [9 3 .1 ] (3 1 6 .5 ) [6 7 .6 ] [3 3 4 .8 ] [69 .31 [3 55 .3 ] 1 .0 3 9 .9 198.2 1 .3 5 8 .7 3 .0 4 3 .8 1 .8 9 1 .9 2 .1 9 6 .3  1 .3 4 5 .3 2 .2 4 4 .6  1 .0 9 2 .5 6 .9 5 3 .3 6 ,397

FT 97 [3 0 .1 ] ( 6 .4 ) [4 6 1 .3 ] [9 0 .3 ] [3 3 2 .3 ] [7 0 .8 ] (3 3 8 .3 ] 999 .0 [3 7 1 .4 ] 1.0(17.2 307 .3 1 .3 1 5 .9 3 .181 .1  1 .9 7 7 .9 3 .7 9 6 .3  1 .4 0 6 .5 4 .1 5 1 .3 6.611

FT98 [1 .4 2 6 .9 ] 1303 .9 ] [3 1 .4 ] [ 6 .7 ] [4 8 1 .1 ] [1 0 3 .5 ] (3 4 5 .9 ] 951 .7 [353 .61 1 .0 4 4 .3 [3 8 8 .3 ] 1 .1 3 6 .6 216 .6  1 .3 7 5 .7 3 .3 2 5 .8  3 .0 6 7 .9 515 .3 6 .163

FT 99 [1 .3 5 8 .2 ] (3 3 9 .3 ) [ 1 .4 9 0 .1 ] [3 1 7 .4 ] [4 4 .7 ] [9 .5 ] [5 0 1 .1 ] 853 .0 [361 .61 994 .9 [3 6 9 .7 ] 1 .0 9 1 .8 [4 0 6 .0 ]  1 .1 8 8 .3 336 .6  1 .4 3 8 .3 [ 4 .3 0 4 .8 ] 4 .949

F TOO [1 ,3 8 9 .5 ] [3 9 6 .0 ] [1 .4 1 8 .5 ] L3? M L [1 ,5 5 4 .1 ]  . (3 3 1 .0 ) £35.1] 946 .6 . [5 .2 3 .9 ] . 890 .7 . . . [2 5 7 .9 ] 858.1 [3 8 6 .8 ]  1 .1 41 .4 [4 3 4 .4 ]  1 .3 4 2 .3 [6 .4 9 0 .2 ] 4 ,150

N O T E :  T o t a l s  a l t e r  F Y 9 4  w i l l  b e  e f f e c t e d  b y  l o a n s  c a d e  I n  F T 9 5  a n d  b e y o n d .



TABIC 4 

FISCAL IMPACT OF 

Bt IHTCHEST

OOPROUING TEAR

» jr

f

•JCt

FY86 FY87 FY88 FY89 FY90 FY91 FY92 FY93 FY94 Tota l*

P 1 P I P I P I P I P I P I P I P I P I

'86

<87

<ua
<89 J 217 .5 J 217 .'

190 

• 91

424.4 $ 227 .2 * 651. <

6 3 b .1 443 .2 t  236 .9 1 ,3 1 6 ..

<92 949 .7 661.3 462 .2 i  246 .7 2,319.*

f93 971.1 991 .8 692 .8 481 .4 * 257 .9 3,395.1

<94 931 .8 1 .014 .1 1 .0 2 5 .9 721 .5 503 .2 S 269 .7 4 ,4 t 6 ..

f**S 894 .7 973.3 1 ,0 5 7 .7 1 .0 7 7 .2 754 .3 526.1 t 281 .9 5 ,5 6 5 ..

<96_ 
#9/ " 

HB 
<99 

<00

856 .6 • 934.3 1 ,245 .1 1 .1 0 1 .5 1 .1 2 6 .2 788 .5 550 .0 I 294.8 6,897.1

800 .2 834 .5 974 .5 1 .057 .1 1 .1 5 1 .5 1 .1 7 7 .4 824.4 575.0 7 ,4 b 4 .i

796.3 835.6 933 .0 1 .0 1 4 .8 1 .105 .1 1 ,2 0 3 .9 1 ,231 .0 861 .9 7.931.*

617 .9 831 .6 873 .0 971 .6 1 .0 6 1 .0 1 .155 .4 1 ,259 .7 1,2 o 6 .9 8 ,056 .

448 .3 646 .3 867 .3 907 .7 1 .0 1 5 .8 1 .0 6 1 .9 _  1 t . 207 .9 1 ,3 1 5 .9 7 .472 .

H E :  T o u t s  i f t e r  F T 9 4  n i l )  b e  e f f e c t e d  b y  l o i n s  n a d e  I n  F T 9 5  e n d  b e y o n d .



TA3LE 5 

FISCAL IMPACT OF 

CSMO 161 

9-HONTII GRACE

BORROWING YEAR

Yea r  

Of FY86 FY87 FT8B FY89 FY90 FY91 FY92 FY93 FY99 Total

Inpac t P I P I P 1 P I P I P I P 1 P I P I P I

FYB6

FY87 $ 19 .0  \ a . i i  19 .0 f  ‘
FY80 870.1 185 .3 * 19 .9  $ 9 .3 . 890 .0 IB'

FY89 828 .2 176 .5 908 .6 193.6 i  20 .7  $ 9 .9 1 ,7 5 7 .5 37*

FY90 847 .3 180 .5 865 .0 189.3 917 .6 201 .9 .  2 1 .6  S 7 .5 2 .6 8 1 .5 57*

FY91 1 .2 2 7 .2 261 .9 809 .8 U IU .5 902.1 192.2 9B6.9 393 .9 » 22 .6  J 7 .9 9 .0 2 3 .6 99

FY92 250 .8 53 .9 1 .2 8 1 .5 273 .0 922 .8 196 .6 939 .5 957 .3 1 .0 3 1 .7 359.1 $ 2 3 .6  t 8 .2 9 .9 9 9 .9 1 ,3 4 .

FY93 [1 5 6 .6 ] [3 3 .9 ] 261 .9 55 .8 1 .3 3 6 .6 289 .7 961 .0 ‘OB. 7 982.1 978 .0 1 .0 7 8 .6 375.9 S 2 9 .6  $ 8 .9 9 .988 .1 1 ,75

FY94 1199.13 [ 3 1 .8 ] [1 6 3 .6 ] [3 9 .9 ] 372 .5 79.9 1 .3 9 1 .9 865 .5 1 .0 0 9 .7 615 .9 1 .0 2 6 .8 999 .8 1 .1 2 7 .7 392 .5 $ 2 5 .8  J "..9 9 .6 1 0 .9 2 ,3 9 '
FY95 [1 5 2 .5 ) [3 2 .5 ] [1 5 5 .7 ] [3 3 .2 ] [1 7 0 .6 ] [3 6 .9 ] 281 .9 59 .7 1 .9 5 5 .2 909 .8 1 .050 .9 693 .9 1 .0 7 3 .5 522 .5 1 .1 7 8 .9 910 .3 7 .6 0 9 .6 2.431
FY9 5 r2 2 0 .8 ] [9 7 .1 ] [1 5 9 .3 ] [3 3 .9 ] [1 6 2 .9 ] [3 9 .6 ] [1 7 7 .7 ] [3 7 .9 ] 297 .3 62 .9 1 .5 2 1 .9 996 .0 1 .098 .1 672 .7 1 .1 2 2 .3 596.3 3 .31B .9 2 . 07.

F Y 97 [6 0 .2 J [1 2 .8 ] [2 3 0 .7 ] [9 9 .2 ] [1 6 6 .1 ] [3 5 .9 ] [1 6 9 .1 ] [3 6 .0 ] [1 8 5 .7 ] [3 9 .0 ] 310 .8 6 5 .3 1 .5 9 0 .6 988 .9 1 .198 .1 703 .3 2 .2 3 7 .7 1 .5 8 '

FY98 [7 1 0 .5 ] [1 5 2 .0 ] [1 5 .7 ] [3 .9 ] [2 9 0 .6 ] [5 1 .3 ] [1 7 3 .0 ] [3 6 .8 ] [1 7 6 .8 ] [3 7 .1 ] [1 9 9 .2 ] [9 0 .8 ] 329 .9 6 8 .2 1 .6 6 2 .9  1 .0 3 9 .0 979 .0 1 ,2 5 '

FV99 [6 7 9 .1 ] [1 9 9 .7 ] [795 .11 [1 50 .7 ] [2 2 .9 ] [9 .8 ] [250 .1  ] [ 5 3 .3 ] [1 8 0 .8 ] [3 8 .0 ] [1 8 9 .9 ] [3 8 .8 ] [2 0 3 .0 ] r i2 . 6 ] 339 .9 71.9 [1 .9 2 5 .5 ] [40 !

FYOO T694 .8] [1 9 8 .0 ] [7 0 9 .3 ] [1 5 1 .1 ] [7 7 7 .1 ] [1 6 5 .5 ] [1 7 .6 ] [ 3 .7 ] [2 6 2 .0 ] - [5 5 .0 ] [379 .01 [7 9 .6 ] [1 9 3 .9 ] [9 0 .6 ] [2 1 2 .2 ] [9 9 .6 ] [3 .2 9 5 .9 ] [681

• N O T E :  T o t a l s  a f t e r  F Y 9 9  w i l l  b e  e f f e c t e d  b y  l o a n s  n a d e  I n  F V 9 5  a n d  b e y o n d .
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TABLE 6 

FISCAL IMPACT OF 

81 INTEREST WITH RAMPING 

12-MONTH GRACE PERIOD

Ifear

o f FY86 FY87 FY88 FY89 FY90 FY91 FY92 FY93 FY94 Tota l*
Impact P I P I P I P I P I P I P I P I P I P I
FY86

f  ¥87 

FT88

FY89 I -0- $ -0-

FT 90 -0- $ -0- -0-

FY91 -0- -0- * -0- -0-

F Y 92 367.6 -0- -0- t -0- 367 .(
F Y 93 717.2 383 .9 -0- -0- $ -0- 1 .101 .1
F V 94 1 ,0 7 5 .0 749.0 400 .5 -0- -0- J -0- 2 ,2 2 4 .4

FY9S 1 ,5 7 4 .8 1 ,1 2 2 .6 781 .2 417 .0 -0- -0- J -0- 3 .895 .1
FY96 1 ,512 .1 1 .6 4 4 .8 1 .7 3 3 .9 813 .6 435 .9 -0- -0- 1 -o- 6 ,1 4 0 . ;
FY97 1 .4 4 7 .7 1 .5 7 9 .0 1 .6 4 7 .0 1 .2 1 9 .4 850 .5 455 .8 -0- -0- 7 ,199 .3
FY98 1 .3 5 2 .3 1 .5 1 1 .8 1 ,5 7 6 .8 1 .7 1 5 .1 1 .2 7 4 .7 889 .2 476 .5 -0- 8 ,7 9 6 . :
FY99 1 .0 4 4 .3 1 ,4 0 5 .4 1 ,4 6 5 .3 1 .6 4 2 .1 1 .4 0 3 .3 1 .3 3 2 .7 929 .6 498 .2 9 .7 2 0 . e
FYOO 758.0 1 ,0 9 0 .6 1 .4 6 5 .8 1 .534 .1 1 .946 .1 1 .9 8 9 .5 1 .3 9 3 .3 971 .8 11 .149 .3

■NOTE: T o n  ;  a f t e r  FT94 w i l l  bo e ffe c te d  by lo ans  made In  FT9S and beyond.



TABLE 7 

FISCAL IMPACT OF 

CSHB 161 

9-HONTI GRACE AND 

81 INTEREST

BORROWING YEAR

Year

or FY86 FY87 Fv88 FY89 FY90 FY91 FY92 FY93 FY94 Total1*

Irp ac t P I P I P I P 1 P 1 P I P I P 1 P I . P I
Fre6
FY07 $ 19 .0  $ 4 .1 * 19 .0 I  4,1

F YHd 870.1 185 .3 S 19 .9  $ 4 .3 890 .0 1H9.I

Ft 89 828 .2 176 .5 908 .6 193 .6 S 20 .7  $ 4 .4 1 .  757.5 3/4.1

FY90 847 .3 184 .7 865 .0 184.3 947 .6 201.9 $ 2 1 .6  $ 7 .5 2 .6 8 1 .5 578./

F Y 91 1 .2 2 7 .2 451 .9 884 .8 192 .9 902.1 192.2 986 .9 343 .4 S 2 2 .6 * 7 .9 4 .0 2 3 .5 1 ,1 8 8 ..

F T 92 250 .8 421 .0 1 .2 8 1 .5 472 .0 922 .8 201.1 939 .5 457 .3 1 .0 3 1 .7 359.1 S 2 3 .6  *_ 8 .2 4 .4 4 9 .9 1 .9 1 8 .,

FY93 [1 5 6 .6 ] 683 .8 261 .9 439 .7 1 ,3 3 6 .6 492 .3 961 .0 596.4 982.1 478 .0 1 .0 7 8 .6  375.4 t  2 4 .6  S 8 .4 4 .488 .1 3.074.1

Ft 94 [1 4 9 .1 ]  1 .0 4 3 .2 [1 6 3 .6 ] 714.1 372.5 479 .9 1 .3 9 1 .9  1 .2 1 8 .5 1 .0 0 4 .7 623 .5 1 .0 2 6 .8  499 .8 1 .1 2 7 .7 392 .5 S 2 5 .8  S 6 .9 4 ,6 1 0 .9 4 .980 ./

F195 [1 5 2 .5 ]  1 .5 4 2 .3 [1 5 5 .7 ] 1 .0 8 9 .4 [1 70 .6 ] 744 .8 284 .4 476 .7 1 .4 5 5 .2 1 .2 7 4 .0 1 .0 5 0 .4  651 .8 1 .0 7 3 .5 522 .5 1 .1 7 8 .9 410 .3 7 ,6 0 4 .6 6 ,711.1

FY 90 [2 2 0 .8 ]  1 .4 6 5 .0 [1 5 9 .3 ]  1 .6 1 0 .9 [1 6 2 .4 ]  1 .6 9 9 .3 [1 7 7 .7 ] 775 .7 297 .3 498 .3 1 ,5 2 1 .4  1 ,3 3 1 .9 1 ,098 .1 681 .3 1 .1 2 2 .3 546 .3 3 .3 1 8 .9 8 ,608 .

F Y 97 [6 0 .2 ]  1 .4 9 9 .3 [2 3 0 .7 ]  1 .5 2 9 .8 [1 6 6 .1 ] 1 .6 1 1 .6 [1 6 9 .1 ]  1 .1 8 3 .4 _  [ 1 8 5 .7 ] 81 1 .5 310 .8  521.1 1 .5 9 0 .6  1 .3 9 2 .4 1 .148 .1 712.4 2 .2 3 7 .7 9 .2 6 1 .'

FT 98 [7 1 3 .5 ]  1 .2 0 0 .3 [1 5 .7 ]  1 ,5 0 8 .4 [2 4 0 .6 ]  1 .5 2 5 .5 [1 7 3 .0 ]  1 ,6 7 8 .3 [ 1 7 6 .8 ] _ 1 .2 3 7 .6 [1 9 4 .2 ]  848 .4 324 .9 544 .7 1 .6 6 2 .9  1 .4 5 5 .8 474 .0 9 .999.1

FY99 [6 7 9 .1 ] 899 .6 [745 .1 ] 1 .2 4 6 .7 [2 2 .4 ]  1,.4 6 0 .5 [2 5 0 .1 ]  1 .5 8 8 .8 [1 8 0 .8 ] 1 .3 6 5 .3 [1 8 4 .9 ]  1 ,2 9 3 .9 [2 0 3 .0 ] 887 .0 339 .9 569 .6 [1 .9 2 5 .5 ] 9 .311./

FYOO [6 9 4 .8 ] 6 )0 .0 [7 0 9 .3 ] 939 .5 C777.1 ]  1,.3 0 0 .3 [1 7 .6 ]  1 .5 3 0 .4 [2 6 2 .0 ] 1 .B 91 .1  _ [3 7 9 .0 ]  1 .9 0 9 .9 [1 9 3 .4 ]  1 .3 5 2 .7 [2 1 2 .2 ] 927 .2 [3 .2 4 5 .4 ] 10 .461 .

■NOTE: Tota ls a f t e r  FY94 w i l l  be e f fe c te d  by loans  made In  FY95 and beyond.
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M E M O R A N D U M

TO:

FROM:

SUBJECT:

A l l  M e m b e r s ,  S e n a t e  F i n a n c e  C o m m i t t e e

S e n a t o r  J a n  Faiks, Co-C h a i r m a n '
S e n a t e  F i n a n c e  C o m m i t t e e  V y

1H o u s e  Bi l l  161

I r e c e i v e d  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s  fr o m  t h e  S t u d e n t  
F i n a n c i a l  A i d  A d v i s o r y  C o m m i t t e e  of A C C  a n d  U A A  o v e r  t h e  
t e l e p h o n e  and w a s  r e q u e s t e d  t o  r e l a y  t h e m  to  t h e  F i n a n c e  
C o m m i t t e e .

T h e  r e c o m m e n d a t i o n s  are as follows:

1) S u p p o r t  r e s t r i c t i n g  l o a n s  t o  U n i t e d  S t a t e s  
c i t i z e n s  a n d  p e r m a n e n t  r e s i d e n t  a l i e n s  only. T h e y  
e s t i m a t e  a s a v i n g s  of  $ 7 5 , 0 0 0  t o  $100,000.

2) D e f i n e  i n s t i t u t i o n a l  e l i g i b i l i t y  as b e i n g  
a c c r e d i t e d  b y  n a t i o n a l  or  r e g i o n a l  a c c r e d i t a t i o n  
o r g a n i z a t i o n  o r  h a v i n g  b e e n  a p p r o v e d  b y  t h e  
P o s t s e c o n d a r y  F d u c a t i o n  C o m m i s s i o n  a n d  h a v i n g  
o p e r a t e d  for 2 c o n s e c u t i v e  y e a r s  p r i o r  to b e c o m i n g  
e ligible.

3) R e d u c e  t h e  m a x i m u m  l o a n  a v a i l a b l e  to $5500. 
E s t i m a t e  s a v i n g s  of  $2.5 m i l l i o n .

4) E s t a b l i s h  a t w o - t i e r  l o a n  p r o g r a m  p a r t i a l l y  b a s e d  
u p o n  need. E v e r y o n e  w o u l d  b e  e l i g i b l e  to  b o r r o w  
u p  t o  $4,000. R e m a i n i n g  $2 , 0 0 0  - $3 , 0 0 0  w o u l d  be 
l o a n e d  u s i n g  a n e e d s  b a s e d  test. How e v e r ,  t h e y  d o  
n o t  w a n t  t o  u s e  f e d e r a l  s t a n d a r d s  of n e e d  b e c a u s e  
of A l a s k a ' s  h i g h e r  c o s t  of living.

T h e  C o m m i t t e e  w a n t e d  t o  s t r e s s  t h a t  t h e y  w e r e  m o s t  
s u p p o r t i v e  of r e c o m m e n d a t i o n s  1 a n d  2.

OUT OF SESSION

1024 WEST SIXTH AVENUE, SUITE 502 ANCHORAGE. ALASKA 99501 907-274-6611



STUDENT LOANS — ONE ST UDENT ■' S F'F.RSPECTIVE

PROBLEMS WITH HE: [ 6 1  :

6 0 '/. INCREASE IN  INTEREST—  WHY SHOULD THE STUDENT LOAN PROGRAM, 
WHICH HAS ONE OF THE BEST RECORDS FOR PAYBACK, BE SINGLED OUT FOR 
SUCH A HUGE INCREASE IN  INTEREST?

GRACE PERIOD ON REPAYMENT MOWED AHEAD 6 MONTHS, AT A TIME WHEN 
THE GRADUATING STUDENT CAN LEAST AFFORD IT .

THE B ILL  DOES NOT DO WHAT IT  IS  INTENDED TO DO

WHAT IS  WRONG WITH THE STUDENT LOAN PROGRAM?

PEOPLE COME UP rROM OUT-OF-STATE LONG ENOUGH TO QUALIFY FOR THE 
RESIDENCY REQUIREMENT, APPLY FOR A LOAN, AND TAKE THE MONEY BACK 
OUT OF THE STATE. ALASKA PAYS FOR THEIR  EDUCATIONS AND THE MONEY 
SPENT ON L IV IN G  EXPENSES COFTEN THE MAJOR PART OF THE LOAN) IS  
SPENT OUT OF THE STATE.

THERE ARE CASES OF PEOPLE WHO MAKE OVER £ 50 ,0 0 0  ANNUALLY, APPLY 
FOR THE LOW-INTEREST LOAN, AND THEN PROCEED TO MAKE MONEY BY 
REINVESTING THE LOAN FUNDS.

THE POSTSECONDARY EDUCATION COMMISSION HAS DECREED THAT STUDENTS 
MUST SHOW THAT THEY SPEND £500 OF THEIR  OWN MONEY TO ATTEND 
SCHOOL. TH IS  AFFECTS IN-STATE STUDENTS PRIMARILY BECAUSE 
OUT-OF-STATE STUDENTS HAVE NO PROBLEM SHOWING THAT THEIR  COSTS 
FOR L IV IN G , T U IT IO N , AND BOOKS ALREADY EXCEED THE MAXIMUM AMOUNT 
OF THE LOAN BY AT LEAST £ 500 .

ALTERNATIVES TO HB 1 = 1:

3 . CHARGE A D IFFERENTIAL RATE OF INTEREST 5% TO IN-STATE 
STUDENTS, 8N TO OUT-OF-STATE STUDENTS. EXEMPT THOSE STUDENTS 
ENROLLED IN  DEGREE PROGRAMS NOT OFFERED W ITH IN  ALASKA.
OR

REQUIRE GRADUATION FROM AN ALASKA HIGH SCHOOL FOR STUDENTS WHO 
WANT A STUDENT LOAN TO ACQUIRE A DEGREE FROM OUTSIDE ALASKA I£  
THAT PROGRAM IS  ALSO OFFERED W ITH IN  THE STATE.

2 .  INSTITUTE A REALIST IC  INCOME/NEEDS FORMULA FOR E L IG IB IL IT Y  ON 
THE LOW-INTEREST LOAN. SOME STUDENTS HAVE A PROBLEM WITH AN 
INCOME C E IL ING  FIGURE OF £ 2 0 , 0 0 0 .  NOBODY HAS A PROBLEM WITH 
£ 5 0 , 0 0 0 .  A REALIST IC  FIGURE IS  PROBABLY SOMEWHERE IN  BETWEEN.

3 . ANOTHER SUGGESTION THAT WOULD BRING MONEY BACK INTO THE 
PROGRAM MORE QUICKLY IS  TO CREATE INCENTIVES FOR EARLY PAYBACK. 
THE CURRENT PROGRAM OFFERS NO REASON FOR EARLY PAYBACK. PERHAPS 
A FIEST-5-YEAR AT 5 X , SECOND-5-YEAR AT 10% SCHEDULE WOULD DO IT ?



The delegates of the United 'Campus1s of Alaska Conference held in 

Juneau, Alaska on January 9, 10, & 11, 1986 are unanimously opposed to 

HB 161.

The impact of the new Post-Secondary Education Commission regulation 

requiring a $500 contribution by students needs time to be ascertained.

We support the maintainence of the present 5% interest rate. A  

low interest rate helps to ensure the accessibility of the loan program 

as the burden of repayment is more appealing.

Furthermore, we find the proposed change in the grace period for 

repayment from cne year to six months to be unrealistic for the following 

reasons:

First, when the federal Guaranteed Student Loan Program underwent a 

similar change it was discovered that there was a substantial increase 

in the default rate. This increase caused the GSL program to recind its 

decision.

Second, Alaska has a seasonal economy. If a student graduates in June, 

the six month grace period means that the repayment begins in December 

which is not a good time for employment in Alaska. This could result in 

many hardships.

Finally, if a student withdraws from school for one semester or takes 

part-time status, the loan then becomes due for repayment. The current 

one year period allows the student the kind of flexibility we would like 

to see maintained in the Alaska State Student Loan Program.
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COMMITTEE REPORT 

SENATE

5/7/85

FURTHER: FINANCE

Date - 8 \

Mr. President

The Committee on HESS___________________________ considered CSHB 161(Fin)am

interest rate, loan conditions and repayment provisions of scholarship 
loans; efd.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

] do pass

] do pass with attached amendment (s) jJj

replace with/or adopt < S  CS for I
] new title

|/f same title and recommends JT) r /VSS

] and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE

] reports it back without recommendation

] recommends referral to _________________________________________  Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASfi OTHER RECOMMENDATIONS



O f f e r e d :  5/9/85
R e f e r r e d :  F i n a n c e

O r i g i n a l  sponsor: B i n k l e y

B Y  T H E  H E A LTH, E D U C A T I O N  A N D
1 I N  T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 S E N A T E  CS FO R  CS F O R  H O U S E  B I L L  NO. 161 (HESS)

3 IN T HE L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A

A F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A ct entitled: " A n  Act r e l a t i n g  to the i n t e r e s t  rate, l o a n  condi-

7 t i ons a nd r e p a y m e n t  p r o v i s i o n s  of s c h o l a r s h i p  loans;

8 a nd p r o v i d i n g  fo r  an  e f f e c t i v e  d a t e . "

9 B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

10 * S e c t i o n  1. AS  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

11 (f) I n t e r e s t  on  a l o a n  g i v e n  u n d e r  A S  1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 1 6 0  is

12 at the rate of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  the l o a n  is in

13 default. I n t e r e s t  o n  a l o a n  that is in d e f a u l t  is 10 p e r c e n t  a y e a r

14 for the p e r i o d  the l oan is in default.

15 * Sec. 2. AS 1 4 . 4 3 . 1 2 0 ( g )  is a m e n d e d  to read:

16 (g) R e p a y m e n t  of the p r i n c i p a l  and i n t e r e s t  on the l o a n  b e g i n s

17 no  l a ter than six m o n t h s  [ONE YEAR] a f t e r  the b o r r o w e r ' s  s t u d i e s  are

18 t e r m inated. T h e  loa n  s h a l l  p r o v i d e  for r e p a y m e n t  of the t o t a l  a m o u n t

19 o w e d  in p e r i o d i c  i n s t a l l m e n t s  in not m o r e  t h a n  10 y e a r s  f r o m  the

20 c o m m e n c e m e n t  of r e p a y m e n t ,  e x cept as p r o v i d e d  in (k) and (m) of this

21 section. I n t erest shall a c c r u e  as p r o v i d e d  in (f) of this section,

22 but the b o r r o w e r  s h all be ^wed to r e pay the l o a n  at a fiv e  p e r c e n t

23 i n t e r e s t  rate for the first three y e ars of  the r e p a y m e n t  p e r iod, w i t h

24 the e x t r a  a c c r u e d  i n t e r e s t  to be p a i d  in l a ter years. If the commis-

25 sio n  and the b o r r o w e r  a g r e e  to a d i f f e r e n t  r e p a y m e n t  schedule, the

26 b o r r o w e r  shal] r e p a y  the loan in  a c c o r d a n c e  w i t h  t he agreement. A

27 b o r r o w e r  m a y  m a k e  p a y m e n t s  e a r l i e r  t h a n  r e q u i r e d  by this subsection.

28 *  Sec. 3. This A ct takes e f f e c t  J u l y  1, 1985.

-1- SCS C S H B  161(HESS)



Offered: 4 / 2 9 / 8 5
Referred: R u les

O r i g i n a l  sponsor: B i n k l e y

1 IN T HE H O U S E  B Y  T HE F I N A N C E  C O M M I T T E E

2 CS F O R  H O U S E  b i l l  NO. 161 (Finance) am

3 IN  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A ct e n t i t l e d :  " A n  A ct r e l a t i n g  to the i n t e r e s t  rate, l oan condi-

7 t i ons a n d  r e p a y m e n t  p r o v i s i o n s  of s c h o l a r s h i p  loans;

8 a n d  p r o v i d i n g  for an  e f f e c t i v e  date . "

9 BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

10 * S e c t i o n  1. A S  1 4 . 4 3 . 1 2 0 ( c )  is a m e n d e d  to read:

11 (c) To m a i n t a i n  a l o a n  the s t u d e n t  m u s t  c o n t i n u e  to be e n r o l l e d

12 as a f u l l - t i m e  s t u d e n t  in  g o o d  s t a n d i n g , or as a p a r t - t i m e  s t u d e n t  in

13 g o o d  s t a n d i n g  in m o r e  t h a n  one i n s t i t u t i o n  for a total n u m b e r  of

14 c r e d i t s  e q u i v a l e n t  to a f u l l - t i m e  s t u d e n t  in a c a r e e r  e d u c a t i o n  pro-

15 gram, c o l l e g e  or u n i v e r s i t y  d e s i g n a t e d  u n d e r  (b) of this section. Th e

16 c o m m i s s i o n  s h all a d opt r e g u l a t i o n s  d e f i n i n g  " g ood s t a n d i n g "  for pur-

17 p o s e s  of this su b s e c t i o n ,

18 * Sec. 2. AS  1 4 . 4 3 . 1 2 0 ( f )  is a m e n d e d  to read:

19 (f) I n t e r e s t  on a l o a n  g i v e n  u n d e r  A S  1 4 . 43.090 - 1 4 . 4 3 . 1 6 0  is

20 at the rate of eight [FIVE] p e r c e n t  a y e a r  u n l e s s  the loa n  is in

21 d e f ault. I n t e r e s t  o n  a l o a n  that is in d e f a u l t  is 10 p e r c e n t  a y e a r

22 for the p e r i o d  the l o a n  is in default.

23 * Sec. 3. AS 1 4 . 4 3 . 1 2 0 ( g )  is a m e n d e d  to read:

24 (g) R e p a y m e n t  of the p r i n c i p a l  a nd i n t e r e s t  on the loan begins

25 no l a t e r  than six m o n t h s  [ONE YEAR] a f t e r  the b o r r o w e r ' s  s t u dies are

26 t e r m i n a t e d .  T h e  l o a n  s h a l l  p r o v i d e  for r e p a y m e n t  of the t o t a l  amount

27 o w e d  in p e r i o d i c  i n s t a l l m e n t s  in not m o r e  t han 10 years f r o m  the

28 c o m m e n c e m e n t  of  rep a y m e n t ,  except as p r o v i d e d  in (k) and (m) of this

29 section. Inter e s t  s h all a c c r u e  as p r o v i d e d  in (f) of this section.

-1- C SHB 161(Fin) am



1 but the b o r r o w e r  s h all be a l l o w e d  to r e p a y  the l o a n  at a five p e r c e n t

2 i n t e r e s t  rate f or the first t h r e e  y e a r s  of the r e p a y m e n t  p e riod, w i t h

3 the e x t r a  a c c r u e d  i n t e r e s t  to be  p a i d  i n  l a t e r  years. If  the commis-

4 s i o n  an d  the b o r r o w e r  a g ree to a d i f f e r e n t  r e p a y m e n t  sc h e d u l e ,  the

5 b o r r o w e r  s h all r e p a y  the loa n  in  a c c o r d a n c e  w i t h  the a g r e ement. A

6 b o r r o w e r  m a y  m a k e  p a y m e n t s  e a r l i e r  t h a n  r e q u i r e d  by this subsection.

7 * Sec. 4. T his A ct t a kes effe c t  J u l y  1, 1985.

C S H B  1 6 1 (Fin) am -2-


