I-»r.lar_LDJ-*i-LUKIS
HOUSE and SENATE FINANCE COMMITTEE FILES 1993



K B BB © oo W o o

19

8

R3

23

24

26

IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

THIRD JUDICIAL DISTRICT AT ANCHORAGE

STEVE COWPER,
Plaintiff,
V.
WALTER J. HICKEL,
covernor of tha Caf«* No. 3AN-93-6848 Civil
State
of Alaska, at alm

Defandante.

EXPANDED DECISION FINDING CHAPTER 5,

SLA 1994 TO DE UNCONSTITUTIONAL

Procedural Hiatorvi

While jurisdiction over tnis matter was 1in tha
Supreme Court, Plaintiff Cowper applied to add to the
case claims related to the enactment of Chapter 5, SLA
1994. The Supreme Court remanded the questions raised
to the Superior Court for a decision on vhetner to allow
an amended complaint to pursue those issues, and if so,

to resolve then. This court allowed the supplemental
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pleading, arranged with counsel for expedited briefing
and an expedited oral argument which was heard on April
7, 1994. A summary order finding Ch. 5, SLA 1994 to be
unconstitutional was entered on April 8, 1994. This order
will 3tate the reasons for the finding of

uncorjtitutionality.

F»rf.«al History;

The Constitutional Budget Reserve iTund. Article IX,
Section 17, Constitution of the State of Alaska, was
created to serve two budgetary functions- First, it is
to be a source of funds available to the government for
appropriations if the amount Mavailable for
appropriation” is lass than the amount actually
appropriated during the prior legislatives cession. Sec.
17 (b). A shortfall meeting these requirements can be
withdrawn wltn a simple majority vote of the legislature

approved by tne governor.

The second function ia to be asource of funds to
the government without regard to what other money is
"available for appropriation”, or the prior year"s
appropriation lavel. withdrawal in thla case 1is much
more restricted, requiring a three-fourth* vote of each

house of the legislature, and agreement of the governor.

2
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Sec. 17 (c).

Ir. either case/ the fund is to he repaid with any
money remaining inithe general fund vhich 1is available
for appropriation at the end of each :ucceading fiscal

year. Sec. 17 (d).

Pacing Serious budgetary problems, on March 16,
1994, the legislature and governor enacted 1into lav
Chapter 5, SLA 1994. which 1in many ways addresses the use
of the ....j.auimutional Budget Reserve Fund. Whether this

law is constitutional is the question.

Chapter 5, SLA 1994, created two new statutes, A.S.
37.iu.4i0 and A.s. 37.10.420. Ssction 410 deals with
what money goes 1into the constitutional Budget Reserve
Fund (CBRF), and section 420 relates to withdrawals from

that fund.

Analysis?

110 (fll-

A.S. 37.10.41C (@) purports to place 1in the CBRF
informal and formal administrative appeal collections
under A.S. 43.05.240. On April 4, 1994, the Supreme

Court ruled that the money to be placed in the fund
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included collection* resulting from assessments under
A.6. 13.05.270, a stage prior to the informal and formal
: appeal procedures. Walter J. Hickel, et al. v. Rick
| Halford, er el. Steve Cowper, P.2d#__ (Alaska

1994), Opinion No. 4059, at page 26. In light of this

I decision, section 110 (a) is an unconstitutional [limit

on the money required to be placed in the CBRF.

110 -B) LU

A.s. 37.10.410 (b) purports to designate mrney not
to be placsd in the CBRF. Subsection (b)(1) excludes
money vresulting from the termination of informal or
formal administrative proceedings when the money was not
due at the time ot initiation of the proceeding. It
would seem that this situation would be rare, but even
so, if the collection resulted from the termination cf
an administrative proceeding, it would clearly fall

within the scope of the constitution.

410-feLL21

- Subsection (b)(2) would appear to be unrelated to
the issues before the court, covering money paid prior
to an audit, without an audit there is no assessment,
and therefore no administrative proceeding is involved.
Although no constitutional breach 1is indicated, this

i section is not severable froa the remainder of the act,
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j*8 it would be extremely wunlikely the legislature
1l intended to point out only one of many sources of funds
unrelated to the CBRF.
i
ug (him-
Subsection (b)(3) excludes collections received
after assessment but before filing of a notice of appeal
| by the taxpayer. Since assessment begins the
administrative sequence according to the April 4, 1994

Supreme Court decision, 0Id.. this section would violate

the meaning of the CBRF.
All of A.S. 37.10.410 ie therefore unconstitutional.

420.
The second statute enacted, A.S. 37.10.420, has four
parts which address section 17 (b) of the CBRF, the

process for withdrawing money from the fund.

420 fawn.

section 420 (a) (I) defines the "the amount available
for appropriation"” or "funds available for
appropriation”™, Jlisting four categories. The focus of

the difficulty with this subsection is another provision
of the constitution, Art.IX, sec. 7, the Dedicated Funds

provision, and ths decision in Sonneman v. Hickel. 836
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P.2d 936 (Alaska 1992).

Art. IX, sec. 7 states that stata taxas ara not to
be dedicated to any special purpose, other than the
Permanent Fund, or as required by a federal Tfunding
source. In Sonnem&o. the supreme Court ruled on the
constitutionality of a lav which limited the power of the
executive to request funds from the Alaska Marina Highvay
System Fund. In voiding that provision of the lav the
Supreme Court said

...The constitutional clause prohibiting
dedicated funds seeks to preserve an annual
model which assumes that not only will the
legislature remain free to appropriate all
funds for any purpose on an annual basis, but
that governmental departments will not be
restrictedin requesting funds from all
sources. 936 P.2d at 940.

Of course, there are government funds in addition
to federal matching funds and the Permanent Fund, which
are not legally available to the legislature for
appropriation for any purpose it chooses. Included 1in
this would be funds owned by third pertiss, such as the
Public Employees Retirement System funds, or the Mental
HealthTrust funds. Even though the legislature
appropriates these funds, as it does federal funds, the

appropriation is not controlled by the legislature but

rather by the third party funding source limitations.



The key is whether tha lagislature has the power to
chooaa the purpose for the appropriation. If a simple
majority vote can withdraw the funds, (e.g. The Railbelt
Energy Fund, the Peraanent Fund Earnings Reserve
Account), it 1is available for appropriation. If it
belongs to someone else (trust funds, with vested legal
rights), or would not be there without the purpose and
permission of the source (federal funds of various
sources) , then it is not available for the legislature

to exercise its unfettered constitutional discretion.

There are other fund9 which are not available, such
as funds expected to be spent pursuant to the prior
yaar®"s appropriations but not yet spent, or revolving
loan funds expected to ba loaned during the fiscal year,
and funds necessary to pay contracts signed and
enforceable but not yet payable. Unfettered
appropriation of these funds by the legislature would
violate the vested legal rights of others, or erode tha
integrity or the prior legislature®s fiscal (Incisions fur

the current fiscal year.

It is necessary to use a reasoned view of each fund
of money 1in the state accounts. No one would interpret
the non-dedication clause of the constitution and the

constitutional budget reserve provision together to
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rsquirs ths liquidation of 3tate assets before the
reserve could be used, but i" 1is equally improper to
exclude funds simply because a prior legislature put a
label on the funds, the removal of which carries
political risk but no legal impediment. The legislature
has the power to use many sources of funds in addition

to those enumerated in section 420 (a)(l).

430 taw?2l.
A.s. 37. 10.420 (a)(2), addressing "the amount
appropriated for the prior fiscal year””suffers the same

flaw as (a)(1): the sources are unconstitutionally

limited.

420 <aW3Vv.

A.3. 37.10.420 (b)(3), covering the oonfusing phrase
"the amount of appropriations mods 1in the previous
calendar year for the previous fiscal year"™ likewise is

tied to tne unconstitutionally limited enumeration of

sources.

A.S. 37.10.420 (b) limits the scope of funds from
which the legislature would be required to repay funde
withdrawn from the CBRF. There 1is no constitutional

basis for this limitation. Ths CBRF 1is not available
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under Art. 1IX, Sac. 17(b) wunless aJ| of the other money
"eavailable¥ is 1inadequate, and must be paid back first

when extra fund* are available.

4ZL Lai-

A.s. 2T.1C. 420 <c) define* terms made irrelevant by

the above discussion of section 420(a).

+20Q-Jt-
a.s. 37.10.420 (d), although accurate, @S not

logically severable from the rem2..ider of the act.

Sec. 2._ch. 5, SLA-1891.

Section 2 of the act, for the above reasons, is not

constitutional.

Conclusion!

Therefore, this court hold* that chapter 5, SLA 1994

is unconstitutional in its entirety.

Dated Hhk /?*

JOHN REESE

Judge of the Superior court

Altikt Court Syiten



WALTER J. HICKEL

S bil&:e ﬁ@%‘m a.

February 16, 1994

The Honorable Fiamona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am transmitting a
bill necessary for the state to comply with the January 27, 1994, order of the Alaska
Supreme Court in Hickel v. Halford, the litigation concerning the constitutional budget
reserve fund. This bill appropriates money from the general fund to fully restore the
constitutional budget reserve fund as required by the court’s order. In addition, it
appropriates money from the constitutional budget reserve fund to the general fund to
provide valid funding sources for fiscal year 1994 appropriations. The enactment of
this bill is essential for two reasons: it ensures that the state is in compliance with the
order of the Alaska Supreme Court, and it provides finality with regard to the validity of
fiscalyear 1994 appropriations.

The bill sets out findings concerning the constitutional budget reserve fund and the
litigation on this issue. That litigation resulted in an order of the Alaska Supreme
Court that the governor restore the constitutional budget reserve fund, with interest.
The amount required to restore that fund consistent with the court's interpretation is
$945,636,778.27, plus income that would have been earned upon investment of this
money, calculated from the date of receipt by the state. The bill makes appropriations
necessary to accomplish this.

The enactment of this bill is essential to the State of Alaska. If enacted into law, the
bill will bring the state into compliance with the order of the Alaska Supreme Court.
By making appropriations from the constitutional budget reserve fund, the bill provides
valid funding sources for fiscal year 1994 approphations.



%@@o@lmmna L. Barmes

This bill accomplishes these goals in a manner that provides finality. For these
reasons, | strongly urge your support for this bill.

Sincerely,

W alter J. Hickel
Governor






AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 506£JESf  ~

Page2, line 22 through23; h £ =i0
Delete all material and renumber following subsection accordingly.

Page 6,linethrough page 7, lineup

Delete all material and renumber following sections accordingly.
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AMENDMENT |j Ne( H& T

OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 506(L&C)

Page 2 line 11 after "the loan;":
Insert" but may not exceed 3 % above the amount determined under (%)
of this section."



OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 506(L&C)
Page 1, line 9 after "if":

Insert "the borrower and"

Page 1, line 10 after "Development":

Delete "has"
Insert "have"

Page 1, line 12, after "licensee.":
Insert "[For the purposes of this section, ‘default' begins] This action may

be taken no sooner than 60 days after the commission has notified the
borrower of the default status of the loan as provided in AS 14.43.120(j)."



OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN
TO: CSHB 506(L&C)

Page 2, line 17, after "that":
Insen  if the borrower has an occupational license issued under AS 08, the

license may not be renewed under AS 08.02.025 and that"



OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 506(HES) U-t-CL
Page 2, line 2 through 23;
Delete all material and renumber following subsection accordingly.
_ \5 N
Page 6, line  through page 7, line

Delete all material and renumber following sections accordingly.
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HSCAL NOTE (H) Publish Date: 3/11/94-

STATE OF ALASKA

194 LEGISLATIVE SESSION

Rivitien Dta: RN Department; Commerce and Economic Dev.

Title: An Act relating to student loans;....including bru: Occupational Licensing

denial of a state occupational license Gnmorem Operations

Sore: House HES

Roeto:  House HES CVOENTERA_ND 1844
Badtus/Raies (TTasatbd Qllas)

CERINGEEENTURS % FY%5 Fror FrSB Fr® 210))
FERSOML FRAGS 7 7 27 o7 L7 27|
TRAE 00 oo 0o 00 00 00 i
GONIRCIUL 480 40 B0 480 480 40|
AR 10 10 10 10 10 to i
EQIFNVENT 80i

LANDASIR CIURES

GINISQANS

MSHLANELS

TOA_ GHAING PC.V a7 a7 a7 a7 oL 7
DHTA BENTTURS

breENEAUS 00 00 00 Q0 00 00
FNCBORE (Tosthd Dilas)

102 Fechrd Rieipts

OBG M

10 Gred Fud

105 GARgarREs

o GAVHIA 1

Grer (InerApty ReEs) @7 a7 a7 a7 a7 a7
“total ®7 a7 a7 a7 a7 a7
Etinatedf ary aurart yeer (Fr*4d) coat S None

RATIOS

[FELLTINE 10 10. 10 10 10 10
[PRFTINE 00 00 00 00 00 00
[[BVRORRY 00 00 00 00 00 00

ANYIS  (AMhasgaaepeseifressay)

jHB506 amenus AS 08.02 by adding a provision that would prohibit the renewal of an occupational ar

Ibusiness license if the licensee has failed to conply v-.n repayment provisions of the student loan
program by the Alaska Commission on Postsecondary Education  Based on approximately 180
occupational licenses and 500 business licenses which may fall within the default category, the division
anticipates approximately 90 cases may result in hearings for refusal to issue a renewed license based on
thisamendment.  (Continued on attached page)

Reaadly. Jennifer Sridcler. Admini Qe Of f i EFP hgf na: 4652144
QNN Qccupationa Licarsing Qta 33A /ﬁ

ApoayCGmissiae: Pad Puhs M
ARy Conmmerce and Economic Developnent_
preparer toPftovnc all dlstractlon copies togovernor*U01St ativi0rnci
Frfutrerdidiua | axteeGaror*leyslaeice

Page i1 of 3



CONTINUATION of RSCAL NOTE ANALYSIS
FOR BILL/RESOLUTION NO.  HB 506

Under the provisions of HB 506, the division anticipates rec_:el\_/lng a list from the Alaska
Commission on Postsecon_da&y Education that will identify individuals within their respective
license program who are in default of student loan repayment provisions. Based on this list,
the division is required ngi to renew the license of the individual until notice is received from

Eih?‘ Alltaska Commission on Postsecondary Education that the individual is no longer in
efault.

Based on information received from the Alaska Commission on Postsecondary Education,
there were approximately 1,800 occupational licenses which matched their lists of student
loan recipients, of which approximately 10% (180 Ilcense_es% Were p,ossmly In default. In
addiition, there are 66,000 current business licenses of which approximate (Y two>thirds are
held by sole proprietors, and possibly 500 of those licensees could be in default of the student
loan répayment provisions. Of thesé statistics,, the division anticipates that at least 90 cases
will result in hearing over refusal by the division to renew a license. These hearings. will
undoubtedly result in time and cost'to the division. To effectively administer the division's-

]{_esp(lmsitt)illtles under HB 506, the division will require funding for costs identified in this
iscal note.

PERSONAL SERVICES
| - Paralegal | position, Range 13 PFT, located in Juneau $27

This position is _antlmprat_ed to prepare the division's case against the licensee who has
requested a hearing. This position will, coordinate with the State's AG's, work with the
hearing examiners to schedule the hearing, take the hearing examiners findings to the
licensing board if applicable, monitor licensees to ensure practitioners do not continue to
practice after a license has heen refused renewal, and respond to public inquiries regarding the
case. This position will serve as liaison between this division and the Alaska Commission on
Postsecondary Education to administer and seek compliance of HB 506.

CONTRACTUAL SERVICES
Hearing Costs $450

Approximately 90 cases are anticipated to result in hearings at a minimum cost of $500.00

per case. Depending on the complexity of the case, the eStimated cost of $500.00 per case
may be extremely low.



CONTINUATION of FISCAL NOTE ANALYSIS
FOR BILL/RESOLUTION NO.  HB 506

CONTRACTUAL SERVICES, cortinued

Other Contractual Costs 30

Computer configuration management (to compare database lists), communication costs,
advertising hearings and licensing actions, ec.

COMMODITIES
Daily operating supplies 10
EQUIPMENT (one-time costs) 80

This funding will provide one-time equipment and office set-up costs for the one position
TOTAL: 9.7

FUND SOQURCE: The division anticipates funding to be |£)rovid_ed via RSA ﬂnter—agenc
receipts) from the Alaska Commission on Postsecondary Education. Unlike the genéral Tund
program receipts funding from licensing fees, the requirement in this bill does nat relate to
requlation "of the profession”, and therefore, would not be acceptable to increase licensing
fees to fund activities under HB 506.

The division anticipates RSA funding for this program to be adjusted to actual on a yearly
basis after the first year of operation.

If the business licensing pro%ram IS to be excluded from the requirements of HB 506, the
number of anticipated Cases to result in hearings would be reduced. In addition, the need for
a full-time position would also be reduced, possibly to a half-time position.



FISCAL NOTE

STATE OF ALASKA BILL NO. CS HB 506 (L&C)
1994 LEGISLATIVE SESSION

Revision Date: 04-04-% _ Dept Al'fected: —— Alaska Commission on Postsecondary Education
Title: An Act relating to student loans;to sanctions ~ BRU: Alaska Student Loan Corporation.
for defaulting on a student loan, including denial of a state Component: Student Loan Program

Sponsor:
Requestor: COMPONENT SERIAL NO. 218

Expenditures/Revenues (thousands)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 157.2 1114 1114 1114 1114 1114
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 157.2 1114 1114 1114 1114 1114

CAPITAL EXPENDITURES 0.0 0.0 0.0 00 00 0.0
CHANGES IN REVENUES (102 ) 1400 14%1 15813 16730 17705 18739

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1006 GF/Program Receipts

1006 GF/MHTIA
Other Fund 1022 157.2 1114 1114 1114 1114 1114
TOTAL 157.2 1114 1114 1114 1114 1114

Estimate ofany current year (FY94) costs (S): 151

POSITIONS
FULL-TIME

0 0 0
PART-TIME 0 0 0
TEMPORARY 0 0 0

OO O
OO o
O OO

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by hill section: o _
Section 1 this section directs Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice
from ACPE that a person has defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:

66 "ab "o W W o

(continued on reverse)
Prepared by: ~ Dougllas S. Hanon Phone Number: (907 465-6757
Division: Alaska C ommission on Postsecondary Education Date: 404/
Approved by Commissioner ~ Joe L. McCormick, Executive Director Date: 404/
Agency: Alaska Commission on Postsecondayffiducation

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For furtterdistriiution infanatian, all Covermor SLagsiatine Office
/DRI IR Pp 1 of 2



“HB 506 Analysis (continued):

Section 2: this section creates a variable interest rate that is tied to the cost o f money.
NO Fiscal Impact. Zero (0) fiscal note.
Section 3. this section amends the provisions defining the actions of the Commission if a loan is in default.

NO Fiscal Impact. Zero (0) fiscal note.

Sectlon 4: this section provides for loan consolidation.
NO Fiscal Impact. Zero (0) fiscal note.

Section 5. this section changes eligibility for ASL if applicant has had a previous loan discharged through
bankruptcy proceedings.

NO Fiscal Impact. Zero (0) fiscal note.
Section Bithis section provides for assignment of  wages on a defaulted loan.
NO Fiscal Impact. Zero (0) fiscal note.

Section 7and Section 8: these sections amend the requirements for family education loans.
NO Fiscal Impact. Zero (0) fiscal note.

Section 9and Section 10: these sections direct the Department of Administration to withhold payments on
person who have a defaulted Alaska Student Loan. See Section 1

NO Fiscal Impact. Zero (0) fiscal note.

These changes to the loan servicing will create significant opportunities for operational efficiencies and, more
importantly, enhance the collection efforts of the program and increase the flow o f student loan receipts. The
following estimate of increased receipts as a result o f these changes is based upon the following assumptions:
1) collection on defaulted loans increases 6 percent per year as a result of the assignment o f wages,
administrations withholding of payments, and Commerce’s withhold renewal of professional licenses; 2) loan
consolidation will reduce the number of loans going into default by 15 percent; and 3) loan consolidation will
improve collection (accounts not going into default) by 2 peioent per year.

Estimated increased revenues to the Corporation:
in thousands

FY95 FY96 FY97 FY98 FY99 FY0O

1) Increased collection vendor 250.0 259.1 282.8 308.8 337.2 368.1
2) loan consolidation 1200,0 1236.0 1.29.85 1.364,2 1-4313. 1.505,8
Total 1,450.0 14951 1,581.3 1,673.0 1,7705 1,873.9

Costs based on interagency RSAs with Department of Administration and Department of Commerce and
Economic Development.

(Rev 20/93) H4fisno.xls/DBR Page 2 of 2



AMENDMENT 3

OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN
TO: CSHB 506(L&C)

Page 2, line 17, after "that":
Insert *, if the horrower has an occupational license issued under AS 08, the
license mav not be renewed under AS 08.02.025 and that"
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CS FOR HOUSE BILL NO. 506( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE -SECOND SESSION

BY

Offered:
Referred:

%pEanlSJOErSS)T: HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE BY

A BILL
FOR AN ACT ENTITLED
"An Act relating to student loans; to sanctions for defaulting on a student loan,
including denial of a state occupational license or disbursement of state money;
to financial assistance for students attending a medical education program; and
providing for an effective date."

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

%Section 1 AS 0802 is amended by adding a new section to read:

Sec. 08.02.025. COMPLIANCE WITH STUDENT LOAN REQUIREMENTS,
(@ A person licensed under this title shall comply with the student loan repayment
provisions under AS 14.43 that are applicable to the person. Notwithstanding another
provision of law, a license issued to a person under this title may not be renewed if
the Department of Commerce and Economic Development has received notice from
the Alaska Commission on Postsecondaiy Education that the licensee is in default on
a student loan provided to the licensee. Denial of renewal of a license sh.ll continue
until the Department of Commerce and Economic Development receives notice from

of* CSHB 508( )



WORK DRAFT WORK DRAFT WORK DRAFT

1 the Alaska Commission on Postsecondary Education that the licensee is no longer in
2 default on the student loan.

3 (b) The Department of Commerce and Economic Development shall provide
4 the applicable licensing board, if any, a copy of a notice received under (8) of this
5 section.

6  *Sec. 2 AS 144312X() is repealed and reenacted to read:

7 () Interest on a loan mace under AS 14.43.090 - 1443160 is equal to the
8 Interest rate

9 () paid in each year on bonds issued by the Alaska Student Loan
10 Corporation under AS 14.42.220; and

il (@ necessary to pay a percentage of the administrative cost of the
12 student loan program that is represented by the loan; in determining a rate of interest
13 under this paragraph, the commission shall use a method that ensures that the rate of
14 interest s as low as possible without precluding the ability of the commission to
15 administer loans made under AS 14.43.090 - 1443160,

16 *Sec. 3. AS 1443120() is amended to read:

17 () Ifaloan is in default, the commission

18 (1) shall notify the borrower that repayment of the remaining balance
19 Is accelerated and due by sending the borrower a notice by registered or certified mail;
20 (@ mav take the borrower’s [. THE] permanent fund dividend [OF
2 A BORROWER MAY BE TAKEN] under AS 43.23.065(h)(3) to satisfy the balance
22 due on the defaulted loan;

23 ® dHll provide notice of the default t the Department of
24 Adninistration as required under AS 37.10.010(b); and

25 @ <l provide rotice of the default o the Department of
26 Commerce and Economic Development, ifthe lcen recipiait s licensed under
27 AS 08.

28 *Sec. 4. As 1443 is amended by adding a new section to read:

29 Sec. 14.43.12. CONSOLIDATION OF LOANS, (@ The conmission may
30 offer

3l (@ aborrorer who hes received more then one loen under thisdgpter

CSHB 509 ) 2

New Text Underlined (DELETED TEXT BRACKETEDJ
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the option of consolidating the multiple loans into a single loan; or
¥) to consolidate loans made to marvied borrowers if the marrie
borrowers agree to be jointly and severally liable for repayment of the consolidated
loan, regardless of the borrowers” future marital status or the death of one of the
borrowers.

(1) Notwithstanding AS 14.43.120(C. if loans are consolidated under (8) of this
section, the consolidated loan shall bear annual interest equal to the weighted average
of the interest rates on the loans being consolidated, rounded to the nearest 1/100fa
percent,

* Sec. 5. AS 14.43.125(a) is amended to read:
(@ A person may apply for and obtain a scholarship loan if the person
@) is
(A) enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program;
(B) enrolled as a half-time student in a career education,
associate, haccalaureate, or graduate degree program in
(I) the state; or
() a career education, associate, haccalaureate, or
graduate degree program and is physically present in the state while
attending the career education, associate, baccalaureate, or graduate
degree program; or
(Q agraduate of a high school or the equivalent, or scheduled
for graduation from a high school within six months, with sufficient credits to
be admitted to a career education program or to an accredited college or
university;
() is not delinguent or in default on a previously awarded scholarship
loan; and
(3 Is aresident of the state at the time of application for the loan; for
purposes of this section, a person qualifies as a resident of the state if at the time of
application for the loan the person
(A) has been physically present in the state for at least two

3 CSHB 5§( )

New Text Underlined [DELETED TEXT BMCKETEDI
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years immediately before the time of application for the loan;

(3) Is clependent on a parent or guardian for care, the parent or
guardian has heen present in the state for at least two years immediately before
the time of application for the loan and the person has been present in the state
for at least one year of the immediately preceding five yean except that the
commission may by a two-thirds vote, acting upon a written appeal by the
person, grant an exemption to the requirement that the person has been present
In the state for one year of the immediately preceding five years;

(Q has been physically present in the state, or is a dependent
of a parent or guardian who has been physically present in the state, for at least
two years immediately before the applicant was absent from the state and the
ahsence is due solely to

(i) serving an initial period of up to six years on active
duty as @ member of the armed forces of the United States;

(if) serving for up to three years as a full-time volunteer
under the Peace Corps Act;

(iif) serving for up to three years as a full-time volunteer
under the Domestic Volunteer Service Act of 1973;

(v) required medical care for the applicant or the
applicant’s immediate family;

(V) being a person who otherwise qualifies as a resident
and is accompanying a spouse who qualifies as a resident under () -
(V) of this paragraph; or

(D) has been physically present in the state, or is a dependent
of a parent or guardian who has been physically present in the state, for at least
two years immediately before the applicant or the parent or guardian was
absent fiom the state and the absence is due solely to

() participating in a foreign exchange student program
recognized by the commission;

@) atteding a sdhool as a full-tire stuont;

@) full-tine employment by the Saie;

New Toxt Underlin®d (DELETED TEXT BRACKETED1
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1 (v) being @ member of or employed full-time by the
2 1 state’s congressional delegation;
3 (v) being a person who otherwise qualifies as a resident
41 and is accompanying a spouse who qualifies as a resident under () -
5 (iv) of this paragraph; [AND]
6 (4) does not have a past due child support obligation established by
7 court order or by the child support enforcement division under AS 25.27.160 -
8 25.21.220 at the time of application; and
9 (5 has not, within the previous five vears. had a scholarship loan
10 discharged or written off by the commission for any reason.
11 *Sec 6. AS 1443 is amended by adding a new section to read:
12 Sec. 1443150. ORDER TO ASSIGN WAGES FOR DEFAULTED LOAN,
13 @ Inacourt proceeding regarding a defaulted loan under this chapter in which the
14 court has entered judgment in favor of the commission, the court may, on its own
15 morion or morion of the commission, after notice and an opportunity for hearing, order
16 the loan recipient to assign to the commission that portion of salary or wages due the
17 loan recipient currently and in the future in an amount sufficient to pay the amount
18 ordered by the court to be repaid to the commission.
19 (0) The order of assignment is binding upon an employer upon service of a
20 copy of the order upon the employer and until further order of the court or until the
21 employment of the obligee is terminated. The employer may, for each nayment made
22 under the order, deduct $L from other wages or salary owed to the employee.
23 (©) Anemployer may not terminate an employee’s employment because wages
24 | of the employee are subject to an order under this section.

25 *Sec 7. AS 1443740(b) is amended to read:

26 (1) The provisions of AS 14.43.120(0) apply to a loan made uncer
27 AS 1443710 - 1443790 with respect to the borrower [FAMILY MEMBER ON

28 | WHOSE BEHALF A LOAN IS MADE].

29 *Sec 8 AS 1443750(a) is amended to read;

30 @ A person may apply for and obtain a family education loan on behalf of

31 a family member if

5 CSHB J08( )
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1 cxhe borrower is a resident of the state at the time ofapplication for
2 the loan; for purposes of this paragraph, a borrower qualifies as a resident ofthe state
3 If the borrower has been physically pr  in the state for at least one year [TWO
4 YEARS] immediately hefore the time of application for the loan;
5 () the family member [HAS BEEN CLAIMED AS A DEPENDENT
6 FOR FEDERAL TAX PURPOSES BY THE BORROWER FOR THE TAX YEAR
7 IMMEDIATELY BEFORE THE TIME OF APPLICATION AND]
8 (A) is enrolled as a full-time student in a career education,
9 associate," iccalaureate, or graduate degree program; or
10 (B s a graduate of a high school or the equivalent, or
1 scheduled for graduation from a high school within six months, with sufficient
12 credits to be admitted to a career education program or to an accredited college
13 or university; and
14 (3 neither the borrower nor the family member is delinquent or in
15 default on a previously awarded student loan from the state.
16 *Sec. 9 AS 1443 is amended by adding a new section to read:
17 Sec. 443 9. EMPLOYMENT CONDITION FOR PARTICIPANTS IN
18 MED I CAL EDUCATION PROGRAMS. As acondition of eligibility for receiving a
19 turaon differatial subsidy under a medical education program offered by te”
20 commission uder AS 14.42 (3Xd), a program participant dall agree 1o pay to the
Al state the twraan diffarentzal subsidy received by the person plus interestas required for
22 sdolarship loars uder AS 14.43.1200-  Interest under this sectiion begiins to accrue
23 one year after tre parson completes the subsidized education program.

24 *Sec. 10, AS 37.10.010 is amended to read:
sec. 3710010, DISBURSEMENTS. Except as provided under () of this

sectian, the [THE] Department of Administration shall

@ digars= money only upon vouchers cartified by tre department,
estzblidnent, or agency concermed, or an officer or employee of tauthorized In
writing o caxrtafy the vouders;

@ make an exanination of vouchers necessary 1o asxErtain whether
they are in prgoer form, cartafied and goproved, computed on the besis of tre facts

RE8BEBNEH

CSHB 50§ ) &
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certified; and
(3 be held accountahle accordingly.
* Sec. 11. AS 37.10.010 is amended by adding a new subsection to read:

() The Department of Administration may not disburse money to a person
under (2) of this section if the dishursement is due under terms of a written contract
with that person and the department has received notice from the Alaska Commission
on Postsecondary Education that the person is in default on a student loan under
AS 14.43. The prohibition against disbursement required under this subsection shall
remain effective until the Department of Administration receives notice from the
Alaska Commission on Postsecondary Education that the person is no longer in default
on the student loan.

* Sec. 12. APPLICABILITY. AS 1443950, added by sec. 9 of this Act, applies to a
Aperson who begins a medical education program and who receives a tuition differential
subsidy on or after January 1, 19%.
* Sec. 13. Sections 5, 6,7, 89, and 12 of this Act take effect July 1, 1994,
* Sec. 14. Except as provided under sec. 13 of this Act, this Act takes effect July 1,1995,

o CSHB 55 )
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AMENDMENT 2. (J\E>

OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 5060EIES) L +" CL
Page 1, line 9after "if":

Insert “the borrower and"
Page 1, line 10after "Development":

Delete "has"
Insert "have"

Page 1, line 12, after "licensee.":
Insert "For the purposes of this section, ‘default' begins 60 days after the

commission has notified the borrower of the default status of the loan as
provided in AS 14.43.120(i)."



OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 506(HES)

Page 2, line 5through line 14; A

Delete all material and renumber following sections accordingly.



Revision Date: Department Affected: Administration
Title: Student Loan Program BRU: Finance
Component: Finance

Sponsor: (H) HES

Requestor: (H) L & C COMPONENT SERIAL NO. .59
EXPENDITURES/REVENUES: (Thousands of Dollars)

CPERATING FY 95 FY 96 Fy 97 Fy 98 FY 99 FY 00
PERSONAL SERVICES 18.7 18.7 18.7 18.7 18.7 18.7
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 38.8 1.0 1.0 1.0 1.0 1.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL CPERATING 57.5 19.7 19.7 19.7 19 7 19.7

| GHITAL BFENTTURES 0.0 0.0 0.0 0.0 0.0 0.0
G-ANCEINFBENLES 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 57.5 19.7 19.7 19.7 19.7 19.7
1005 GF/Program 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 57.5 19.7 19.71 19.7 19.7 19.7
Estimate of any current year (FY 94) cost: $ 15.1

POSITIONS:

FULL-TIME

PART-TIME 1 1 1 1 1 1
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)
(See attached).

Prepared bv: Don Wanie Phone: 465-2240
Division: Finance Date:
ADDroved bv Commissioner. Nangy Bear Usera v i / y *
Aaencv: DeDartment of Administration N \NK / Date:

kv ‘
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For ﬁjrtﬁer distribution information call the Governor's Leg|§at|ve ice
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PHJ. L5HP 5U6(L&C)

1994 LEGISLATIVE SESSION

ANALYSIS: (continued)

The FY94 cost of 15.1 includes senior accountant time to setup the payroll deduction codes, build
a test environment, develop a test plan, execute and verify the test plan, move the tested codes in
to the production environment, and develop procedures on how to use the new deduction codes.

It also includes senior analyst/programmer time to make required program changes, setup a test
environment, execute the test plan, and move the changes into production. It also include 3.0 for
data processing chargeback costs.

The FY95 cost of 57.5 includes a part-time Accountant Il to assist staff accountants in setting up
payroll deduction nrocessing for each employee affected by the bill, to monitor and reconcile a
liability account on a daily basis, and to review and monitor control type reports to ensure the
process is working properly and that it is in conformance with applicable statutes and procedures.
It also includes 33.8 in contractual to retain an experienced and knowledgeable programmer to
modify AKSAS and to generate appropriate reports from both AKSAS and AKPAY to facilitate
tracking and reconciliation of the funds withheld under the provisions of this bill. 5.0 is included
to cover data processing chargeback expenditures.

FY96 and subsequent year costs of 19.7 are for a part-time Accountant Il to provide on-going
accounting related tasks such as reconciliation, payroll setup, payroll deduction code maintenance,
liability account setup and monitoring, procedure development etc. It also includes 1.0 for
expected data processing chargeback costs.

P<*e 1 of 2
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

(007) ,165-3867 or 465-2450 _
I'AX §907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM April 6, 1994

SUBJECT: Sectional Summary of CSHB 506( ). (Work Order No. &

LS1752\K)
TO: Representative Con Bunde.
FROM: Michael F. Ford /B '- X

Legislative Counsel

You have requested a sectional summary of the above-described hill.

As a preliminary matter, note that a sectional summary of a bill should not be
considered an authoritative interpretation of the bill and the bill itself is the best
statement of its contents. If you would like an interpretation of the hill as it may
apply to a particular set of circumstances, please advise.

Section 1 Requires a person who holds an occupational license under As o8 t0
comply with student loan repayment reguwements under As 14.43. Prohibits renewal
of a license if the person has defaulted on a student loan.

Section 2. Establishes the rate of interest to be paid on a student loan.

Section 3. Requires the postsecondary commission to give certain notice of default
on a student loan.

Section 4. Allows the commission to offer borrowers the option of consolidating
multiple loans into one loan. Establishes the rate of interest on a consolidated loan.

Section 5. Prohibits a person from applying for a student loan if the person has had
a loan discharged or written off within the previous five years.

Section 6. Allows a court to order a loan recipient to assign to the commission wages
necessaiy to repay a defaulted loan.



Representative Con Bunde
April 6, 1994
Page 2

Section 7. Provides that for a family education loan made under as 14.43.710 -
14.43.790, the residency provisions of'as 14.43.120(p) apply to the loan borrower not
the family member on"whose behalf a loan is made.

Section 8. Removes a requirement that in order to receive a family education loan,
%he family member must be claimed as a dependent for purposes of federal income
axes.

Section 9. Requires that a person who receives a tuition differential subsidy under a
medical education program offered under AS 14.42.030(d), must agree to repay the
tuition subsidy plus interest to the state.

Section 10. Technical amendment.

Section 11. Prohibits disbursement of money by the Department of Administration
to a person under a written contract if the person is in defaultunder a student loan.

Section 12. Applicability section.
Section 13. Effective date for sections 5-9 and 12

Section 14. Effective date for sections 1-4, 10and 11

MFE:pl
94—28%.p|m



POSITION PAPER ON HOUSE BILL 506

Alaska Commission on Postsecondary Education
March 3, 194

House Bill 506--anact relating to student loans and to sanctions for defaulting on a
student loan-has been introduced by the House Committee on Health, Education and
Social Services at the request of the Alaska Commission on Postsecondary Education
(ACPE). The legislation has been crafted to address several significant problems
encountered in the administration of the Alaska Student Loan program; specifically, the
need to protect an eroding capital base by increasing loan repayment and by lending at
rates which reflect costs of capital.

This paper provides the context within which the bill should be considered as well as the
rationale for each of the sections.

BACKGROUND

The Alaska Student Loan ProFram (ASL) began in 1971 as a student assistance program
supported by the state General Fund. The program grew out of a widely-expressed desire
that the state's new oil wealth be used, in part, to increase educational opportunities for
Alaska students. For the first decade and a half, the program was generously supf)_orted
by general fund appropriations. However, as oil prices and state oil revenues declined,
full state funding could no longer be assured and a separate state entity-the Alaska
Student Loan Corporation-was established by the legislature to raise alternative
financing in the form of tax-exempt bonding. Since the first bond sale in spring of 1988,
tfsedCotrﬁoratlon has raised more than $250 million in private capital markets to support
student loans.

Ohver its 20 plus years of existence, the ASL program has undergone numerous legislative
changes:

loan maximums have been raised from $2,500 to $5,500 for undergraduate study;
loan interest rates have increased from 5% to 8%;

the loan repayment period has been extended from 6to 10years; and

forgiveness benefits for those borrowers returning to the state have gone from 40%
to 50% and then to zero.



By and large, program changes from 1971 to 1986 were made to benefit students b
providing easier access to larger amounts of postsecondary education aid. Although the
program was originally created as a revolving loan fund, provisions such as forgiveness
and Interest subsidies while the student remained in school assured that the fund could
not continue without infusions of state support. In 1986, forgiveness benefits were ended
and interest subsidies were reduced in an attempt to cut back=but not eliminate-this
drain on state resources.

With the advent of private fundln? through tax-gxempt bonds, the ASL began to shift
from a student-centered ?ro ram f0 one responsible to hondholders. Loan conditions
which resulted in losses to fund principle or to earned interest—such as forgiveness
?rowsmns and in-school interest subsidies—could be continued only with state general
und apﬁroprlatlons to replace losses. Although such ap()Proprlatlons did continue through
FY92, the amount of the appropriation was never related to the losses incurred by
mandated loan conditions. oda?/, the fund receives no state support. Thus, the Student
|oan fund continues to expense forgiveness and interest subsidy benefits with no
compensating revenue source.

Bad debts are a further drain on the capital base. The program has succeeded in reducin
its default rates from the high levels ot the mig-1980's, however, it continues to write 0
a portion of its ﬁortfo_llo as non-performing. In addition, some loans must be canceled
because of death or disability of the borrower. The following table shows the annual and
cumulative effect of the forgiveness and write off provisions since the program
transitioned to bond funding.

Table 1
Losses to the Alaska Student Loan Fund

Fiscal Year Forgiveness Loan write offs
FY88 $5.612.5 $500.0
FY89 $6,050.6 $800.0
FY90 56.598.2 $5,001.0
FYOI $3,801.4 56.426.3
FY92 §7,894.8 $6,753.0
FY93 §7.675.9 58.454.8

Total H.633.4 7,96.1



A further erosion of the fund occurs because the statutorily-set interest rate on loans (8%
simple interest since FY87) has. until this current year, resulted in a gap between the
effective rate on loans and the true cost of capital. " For a typical college studentwho
borrows for four years, the effective rate over all of the loans is 5.8% because interest is
deferred while the student is in school. The following table dlspIaYs the difference
between the bond rates and the interest received on a four-year collegiate loan.

, Table 2 _
Difference Between Cost of Capital
to Program and to Borrower

School Year True Interest Effective Interest Difference
Rate on Bonds Rate on (Subsidy)
4-year Loan
1988/89 8.4% 5.8% -2.6%
1989/90 8.1% 5.8% -2.3%
1990/91 7.3% 5.8% -1.5%
1991/92 6.7% 5.8% -0.9%
1992/93 6.0% 5.8% -0.2%
1993/%4 5.5% 5.8% 0.3%

At the Bresent borrowing rate, effective interestjust covers the cost of capital for the most
recent bond sale; however, it does not allow the fund to recover any loan awarding and
servicing costs. In earlier days, administrative costs were supported by general fund
appropriations. Since FY88, however, faese program costs have been taken from
program receipts-thai is, from repayments on prior loans.

A recent legislative audit of the Alaska Student Loan ProPra_mlrecognlzes the changed
fiscal situation of the program and the strains that earlier legislation and state policy have
placed on maintaining fund viability. The report recommends that the loan fund bé
secured. The proposed legislation Seeks to follow that recommendation by recognizing
the true cost of capital, accounting for reasonable administrative expenses and increasing
penalties for non-repayment of loans.

1Division of Legislative Audit. Alaska Student L in Corporation Organizational and Operational
Efficiency and Alternatives, October 28. 1993 (Audit Control No. 05-4466-94). The findings were echoed
by the Legislative Research Agency in Privatizing the Alaska Student Loan Program, a January 4, 1994
research report prepared at the request of Rep. Mark Hanley (Research Request 94.068)



SECTIONAL ANALYSIS

Section | prohibits the Department of Commerce and Economic Development from
reneme an occuBatlonaI or P_rofessmnal license if the licensee is in default on an Alaska
student foan. ACPE must notify the Department of defaulting borrowers.

Rationale: Borrowers who have received state supﬁo_rt for education or training leading
to a occupational/professional license must honor their loan repayment obligations. The
legislation allows the original license to be issued in order that tfie borrower may earn the
Income necessary to repay the loan. If reFayment Is not mage in a consistent and timely
manner, however, the borrower should not continue to benefit from the state's investment.

Section 2 ties the interest rate on a student loan to 1) the cost of the private capital
backing that loan and Zga Portlon_ of the administrative expense of disbursing and
servicing the loan. Under the legislation, the interest rate would be set annually _b}{ the
Commission tg/ a method that "ensures that the rate of interest is as low as possible
without precluding the ability of the commission to administer loans.”

Ratjonale: The present interest rate of 8% bears no relationship to either the interest paid
on bonds or the cost of running the loan program. _Toda¥'s cai)ltal market provides a very
advantageous rate to tax-exempt bond issuers. Savm%s rom low rates should henefit
students. By the same token, in times of higher rates, the costs must be Passed on to the
horrowers if the fund is to remain sound. And. in alf cases, loan interest rates must
include reasonable overhead costs. The legislation explicitly charges the commission to
keep these overhead costs to minimum.

Section 3 directs the Commission to notify the Departments of Administration and of
Commerce and Economic Development when a borrower is in default.

Rationale: Since these two departments are charged with withholding benefits from
d%]adU]JtE(ljt b?rtrowers, it is incumbent upon the Commission to provide timely notification
of default status.

Section 4 allows the Commission to consolidate a borrower's or a married couple’s
loans. Married borrowers must agree to bejointly and severally liable for repayment and
the loan is not forgiven on the death of one of the horrowers.

Rationale: The existing, loan portfolio is composed of loans of varying conditions and
Interest rates, as shown'in the following table.



‘Table 3 N
Loan Portfolio by Loan Conditions

Type of Loan Percent of Portfolio
5% interest 27%
8% with no grace year interest 13%
8% with grace year interest 60%

Each loan is accounted for separately. Borrowers are often confused by the billing
statement and by the apportionment of the monthly ﬁayment across the various loans. In
some cases, a horrower may chooge to pay off a higher interest loan more raﬁldly than a
|lower interest one. In order to split ﬁayment In such cases, staff must enter the payment
manually. Approximately one and three-quarters FTE stafftime is directed to manual
B_ost_lng of these paﬁments each month. Because the loan consolidation provided in this

ill is optional on the part of the borrower, not all of these arrangements will be
eliminated. However, borrowers will be encouraged to take the option and a significant
decrease in special payments is anticipated.

Sectiion 5 €XCludes frqm_eli%ibility any borrower who has had a previous loan written off
by the Commission within the previous five years.

Rationale: Currently, a borrower can have a student loan written off if the borrower is
certified as 50% or more disabled by two doctors or ifa loan has been discharged by a
bankruptcy proceeding. I\_Iothlnél in ‘oresent statute prohibits a borrower from applying for
%n? obtaining a new loan immediately. The proposed language would close this loop

ole.

. . . ft
section 6 allows the courts to assign to the Commission a portion of a defaulter’s wages.

Rationale: Wa?e ass_i%nment is a powerful tool for enforcing loan repayment. In many
cases, the threaf of withholding wages Is sufficient to encoura(‘;e reP_aYment. Where an
assignment has been made, the loan fund benefits from at least partial payments.

Section7apﬁ|i63 the one-year residency requirement for Family Education (FEL% to the
borrower rather than the, student. Current statutes require both the borrower and the
student to meet the requirements.



Rationale: The Commission frequently encounters situations where a separated or
divorced Alaskan resident parent wishes to horrower on behalfofa child for whom
he/she does not have physical custody. Inthese cases, the parent with custody is often
not a resident. The intent of the FEL program was to encourage parents to asSist in
funding a child’s postsecondarY education. FEL horrowers are generally very credit
worthy and the default rate on these loans approaches zero. Therefore, it is in the hest
IntereSts of the loan program to expand participation in this program to eligible Alaskans.

Section 8 deletes the requirement that an FEL loan can be made only on the behalfofa
child who has been claimed as a dependent for federal tax purposes.

Rationale: Many potential FEL participants wish to borrow for children who are no
longer claimed & dependents but who still need assistance in pursuing postsecondary
education goals. Additionally, some parents object to sharing federal tax information
with the loan program. The proposed changes would further encourage family
responsibility and would provide relatively secure assets for the loan program without
violating the financial privacy of the borrower.

Sections 9and 10 prohibit the Department of Administration from disbursing state funds
to persons who are in default on a student loan.

Rationale: Persons under contract to provide goods and services or who receive other
remuneration from the state should be current on their obligations to the state. Together
with Wa?e assignment and the denial of license renewal, the threat of withholding
paymer|1 puts borrowers on notice that the state takes repayment of student loans very
seriously.

CONCLUSION

The Commission supports HB 506 because it provides the tools for fiscally-responsible
management of the Alaska Student Loan program. Without the provisions of this bill, the
fund will continue to erode. With it will erode the higher edu:ation opportunities for the
coming generations of Alaskan stud .



Walter j.hickel,governor

DEPARTMENT OF ADMINISTRATION PO BOX 11040
JUNEAU, ALASKA 99811-000
PHONE: 220
OFFICE OF THE COMMISSIONER FAX: A6-24%
April 5,1994

The Honorable Ron Larson
The Honorable Eileen MacLean
Co-Chairs _

House Finance Committee
Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Representatives Larson and MacLean:

Enclosed for your consideration are proposed amendments to CSHB 506 (L&C) which is
scheduled for hearing by House Finance on April 6,1994.

Although I understand Post Secondary's interest in collecting delinquent student loans,
| do not believe the administrative processes which will be required by certain sections
of this bill are going to be sufficiently effective to justify their costs.

I would, of course, be pleased to brief you further on these proposed amendments in
advance of the hearing if you wish.

Thank you.

NBU/nl

Enclosure

cc.  Legislative Liaison
Office of the Governor

HB 506



Department of Administration
Proposed Amendments to CSHB506(L&C)

Amend Sec. 3 on page 2 by deleting lines 22 and 23.

Amend pages 6 and 7 by deleting Secs. 9 and 10 in their
entirety.

Renumber Secs. 6-12 to reflect deletion of Secs. 9 and 10.

As written tl 3 bill charges the Department of Administration
(DOA) with responsibility for performing the research to
make absolutely certain payments are withheld from the right
person. While this can probably be accomplished by a
computer match of the social security number (SSN) on the
DOA vendor file, it will require initial computer progranm
revisions as well as continuing support. Also, to help
ensure the correct vendor®"s payments are withheld, there
will need to be a mechanism to verify that the SSN matched
against the Alaska Commission on Postsecondary Education
(ACPE) file is for the correct individual by comparing the
names on each Tfile. This may require a manual process due
to name variations (nicknames) as well as situations where
the individuals name has changed due to marriage, etc.

Inasmuch as many vendors use an employer tax identification
number (EIN) rather than a SSN, it is highly likely that a
fair amount of effort will be put into setting up an
automated process which, we believe, has a low probability
of success; especially once vendors who currently use a SSN
realize that they can avoid detection by using an EIN.

Also, late payment charges will be incurred if the wrong
vendor®"s funds are withheld due to a SSN error.

As an alternative, if ACPE believes this 1is an important
tool, language could be included under Title 14 of the
Alaska statutes which would have the same effect. ACPE
could do a more thorough research of the files and go beyond
the SSN search to identify vendors. This has a greater
likelihood of success. This would allow ACPE to provide DOA
a list of specific individuals (vendors) whom they have
identified as being delinquent on student loans.

In addition, the current language proposed in CSHB506(L&C)
only allows DOA to not pay the vendor. It does not address
what is to be done with the funds. This forces DOA to track
these funds owed to the vendor so that when ACPE releases
them, the vendor can be paid. For budgetary control
purposes as well as for tax reporting, DOA cannot hold off
on posting the charge against the appropriation. Therefore,
this requires another accounting procedure to be

implemented.



law already allows ACPE to collect funds

from an individual with a delinquent student loan, we do not
believe additional administrative processes as proposed in
this bill will facilitate collection of delinquencies.

Under Title 9, ACPE can get a court order to withhold
payments from a vendor. This provides a legal mechanisnm
whereby the payments would be withheld from the vendor and
submitted to ACPE to be applied against the student loan.

Inasmuch as current



SECTIONAL ANALYSIS

Section 1 prohibits the Department of Commerce and Economic Development from
renewm? an occuBatlonaI or Professmnal license if the licensee is in default on an Alaska
student loan. ACPE must notify the Department of defaulting borrowers.

Rationale: BOrrowers who have received state supﬁo_rt for education or training leading
to a occupational /professional license must honor their loan repayment obligations. The
legislation allows the original license to be issued in order that the borrower may eam the
income necessary to repay the loan. If rePaym_ent IS not made in a consistent and timely
manner, however, the borrower should not continue to benefit from the state's investment.

Section 2 ties the interest rate on a student loan to 1) the cost of the private capital
backing that loan and Zga Portlon of the administrative expense of disbursing and
servicing the loan. Under the legislation, the interest rate would be set annually _b){ the
Commission, by a method that "ensures that the rate of interest is as low as possibile
without precluding the ability of the commission to administer loans."

Rationale: The present interest rate of 8% bears no relationship to either the interest paid
on bonds or the cost of running the loan program. _Toda¥'s cai)ltal market provides a very
advantageous rate to tax-exempt bond issuers. SavmgF rom low rates should benefit
students. By the same token, in times of higher rates, the costs must be Passed on to the
horrowers if the fund is to remain sound. And. in all cases, loan interest rates must
Include reasonable overhead costs. The legislation explicitly charges the commission to
keep these overhead costs to minimum.

Section 3directs the Commission to notify the Departments of Administration and of
Commerce and Economic Development when a borrower is in default.

Rationale: Since these two departments are charged with withholding benefits from
d?&auflte(lit b?rtrowers, it is incumbent upon the Commission to provide timely notification
of default status.

Section 4 allows the Commission to consolidate a borrower’s or a married couple’s
loans. Married horrowers must agree to be jointly and severally liable for repayment and
the loan is not forgiven on the death of one of the borrowers.

Rationale: The existing loan portfolio is composed of loans of varying conditions and
Interest rates, as shown in the following table.

4

SECTIONAL ANALYSIS - BY THE ALASKA COMMISSION ON POSTSECONDARY EDUCATION



‘Table 3 N
Loan Portfolio by Loan Conditions

Type of Loan Percent of Portfolio
5% interest 27%
8% with no grace year interest 13%
8% with grace year interest 60%

Each loan is accounted for separately. Borrowers are often confused by the hilling
statement and by tne apportionment of the monthly payment across the various loans. In
some cases, a borrower may choose to pay off a higher interest loan more raﬂldly than a
|ower interest one. In order to split Rayment insuch cases, staff must enter the payment
manually. Approximately one and thrée-quarters FTE staff time is directed to manual
Bpst_lng of these paﬁments each month. Because the loan consolidation provided in this

ill is optional on the part of the borrower, not all of these arrangements will be
eliminated. However, borrowers will be encouraged to take the option and a significant
decrease in special payments is anticipated.

section S excludes from eligibility any borrower who has had a previous loan written off
by the Commission within the previous five years.

Rationale: Currently, a borrower can have a student loan written off if the borrower is
certified as 50% or more disabled by two doctors or ifa loan has been discharged by a
bankruptcy proceeding. I\_Iothlng n loresent statute prohibits a borrower from applying for
%n? obtaining a new loan immediately. The proposed language would close this loop

Ole.

section 6 allows the courts to assign to the Commission a portion of a defaulter’s wages.

Rationale: \Wage assignment is a powerful tool for enforcing loan repayment. In many
cases, the threat of withholding wages is sufficient to encoura%e rePaYment. Where an
assignment has heen made, the loan fund benefits from at least partial payments.

Section 7apﬁlies the one-year residency requirement for FamiI?/ Education (FEL% to the
borrower rather than the student. Current statutes require both the borrower and the
student to meet the requirements.



Rationale: The Commission frequently encounters situations where a separated or
divorced Alaskan resident parent wishes to borrower on behalf ofa child for whom
he/she does not have physical custody. In these cases, the parent with custody is often
not a resident. The intent of the FEL program was to encourage parents to assist in
funding a child’s postsecondary education. FEL borrowers are generally very credit
worthy and the default rate on these loans approaches zero. Therefore, It is in the best
interests of the loan program to expand participation in this program to eligible Alaskans.

Section 8 deletes the requirement that an FEL loan can be made only on the behalf of a
child who has been claimed as a dependent for federal tax purposes.

Rationale: Many potential FEL participants wish to borrow for children who are no
longer claimed as dependents but who still need assistance in pursuing postsecondary
education goals. Additionally, some parents object to sharing federal tax information
with the loan program. The proposed changes would further encourage family
responsibility and would provide relatively secure assets for the loan program' without
violating the financial privacy of the borrower.

Sections 9and 10 prohibit the Department of Administration from disbursing state funds
to persons who are in default on a student loan.

Rationale: Persons under contract to provide goods and services or who receive other
remuneration from the state should be current on their obligations to the state. Together
with wage assignment and the denial of license renewal, the threat of withholding
paymerln puts borrowers on notice that the state takes repayment of student loans very
seriously.

CONCLUSION

The Commission supports HB 506 because it provides the tools for fiscally-responsible
management or the Alaska Student Loan program. Without the provisions of this bill, the
fund will continue to erode. With it will erode the higher education opportunities for the
coming generations of Alaskan students.



ALASKA COMMISSION ON POSTSECONDAFY EDUCATION box iiosos

JUNEAU. (665

PHONE 19071 -
FAX (907) 535402

SUBJECT: AN ACT RELATING TO TERMS AND CONDITIONS OF THE ALASKA STUDENT
LOAN PROGRAM

The following is a synopsis of the legislative recommendations of the Alaska Commission on
Postsecondary Education as included in House Bill 506:

1) Variable Interest Rate. Recommend that AS 14.43.120 (0 be amended so that the annual rate
of interest on Alaska Student Loans will be set each year by adding to the true interest rate for that year's
tax exempt bonds an additional percentage designed to cover the administrative costs of the program.
Included in the amendment should be language mandating that the Commission insure that the effective
borrower interest rate be as low as possible without threatening their ability to properly service loans.

2) Restricted Loan Eligibility Aftera Write-off. Recommend that AS 14.43 be amended so that a
loan applicant would be considered ineligible to receive a new Alaska Student Loan for no less than five
(5) years subsequent to having any portion of a prior Alaska Student Loan discharged or written-off for any
reason.

3) Wage Garnishment. Recommend that AS 14.43 he amended to include a section authorizing
income withholding for borrowers in default on their Alaska Student Loan. The effect of this amendment
would be that any judgment or court order regarding a defaulted borrower must contain an income
withholding order.

4) Denial of State License Renewals. Recommend that AS 14.43 and AS 08.01 be amended so
that borrowers in default on their Alaska Student Loans would be ineligible to renew an existing license to
do business or practice an occupation in Alaska until the Department of Commerce is notified by the
Commission that the applicant's loan account has been brought current.

5) Denial of State Warrants. Recommend that no State warrant shall be issued to a borrower who
is in default on an Alaska Student Loan. Any and all warrants resulting from business done with the State
would be withheld until the affected department is notified by the Commission that the applicant's loan
account has been brought current.

6) Refinancing Alaska Student Loans. Recommend that AS 14.43. be amended so that the
Commission could offer borrowers the option to collapse variable term loans into a single loan. The
interest rate on the refinanced loan would be the weighted average of all loans included. A married couple
may consolidate their individual loans if they agree to be held jointly and separately liable for repayment of
the refinanced loan regardless of the amount of their previously individual debts, and in spite of any future
change in their marital status. The loan is not dischargeable in the event that one spouse dies.

7) Expand Family Education Loan Eligibility. Recommend that AS 14.43. 750 and AS 14.43.740
be amended to remove the dependency requirement which would allow one family member to borrow on
behalf of another member of their immediate family, and to clarify that it is the borrower only who must
meet the Alaska residency requirement.

SYNOPSIS OF LEGISLATIVE RECOMMENDATIONS BY ACPE



C y Uuwu t |hj|t WALTER J. HICKEL, GOVERNOR
ALASKA COMMISSION ON POSTSECONDARY EDUCATION UOX 110603

JUNEAU. ALASKA 35311-0506
PHQNSIi (307) *63-2362

MEMO&AMDUM
T0: MEMBERS OF THE COMMISSION

FROM: JOE L. MCCORMICK
EXECUTIVE DIRECTO

SUBJECT: AN ACT rELATCNG°fO TERMS AND CONDITIONS OF TOE ALASKA STUDENT
LOAN PROGRAM

DATE: FEBRUARY 8,] 994

The following is a synopsis of tha legislative recommendations, resulting from this morning's work session

teleconference. These recommendations will be formally forwarded to our legislative members, Senator

gm]!tllps and Representative Bunda, effective Thursday, February 10th, for submission to (he legislative
rafters.

1) Variable Interest Rate. Recommend that AS 14.43.120 (Q be amended so that the annual rate
of Interest on Alaska Student Loans will be set each year by adding to the true inteitftm e for that year's
tax exempt bonds u  additional percentage designed to cover tha administrative costa of the ﬁrogram._
Included in the amendment should be Ia_mFuage mandating that the Commission insure that tha effective
borrower interest rate be as low aa possible without threatening their ability to property service loans.

2 Resiricted Loan Eligibility After a Write-off. Recommend that AS 14.43 be mended so that a
loan applicant would be considered Ineligible to receive a new Alaska StudentLoan for no lesa than five

(5) years subsequentto having any portion ofa prior Alaska Student Loan discharged or written-off for any
reason.

_ J) Wag_e Garnishment. Recommend that AS 14.43 be amended to inchuie  section authorizing
income withholding for borrowers in default on their Alaska Student Loan. The effect of this amendment
would be that any judgment or court order regarding a defaulted borrower must contain an income
withholding order.

4) Denial of State License Renewals. Recommend dial AS 14.43and AS OB.OI be amended so
that borrowers in default on their Alaska Student Loans would be ineli%ibleto renew aa existing license to
do business or priedcs an occupation in Alaska until the Department of Commerce is notified by the
Commission that tha applicant’s loan account has been brought current.

~5) Denial of Stata Warrant*. Recommend thatno State warrant ahad bo issued to a borrower who
is in default on an Alaska Student Loan. Any and allwannta resulting from business done with the State
would be withheld until tha affected department is notified by the Commin too that the applicant's loan
account has been brought current,

~ 6) Refinancing Aiaaka Student Lotas, Recommend that AS 14.43. bo amended to (bat tho
Commission could offer borrowers die option to col_laﬁse variable (arm loans into a tingle loan. The
interest rate on the refinanced loan would be (he weighted avenge ofall loans Included. A married couple '
may consolidate their Individual loans if they agree to be htld Jointly and separately liable for repayment of
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the refinanced loan _re?ardless of the amount of Their previously individual debts, and in spite of any future
change in their marital' sums. The loan is not dischargeable in'the event that one spouse dies.

Eannd Family Education Loan E_Ii%ibility. Recommend that AS 14.43.750 and AS 14.43.740
be amended to remove the dependency requirement which would allow one family member to borrow on
behalfofanother member of their immediate family, and to clarify that it Lathe borrower only who must

meet the Alaska residency requirement

This will be the Commisiion'1 final review of theso recommendations Prio_r to transmittal to our legislative
members, ffyou have any comments or concerns thattaut be dealt with prior to transmittal, contact
me hefore noon tomorrow. Wednesday, February 9th, 1994,

Again, your attention and speedy responses during this process have been truly appreciated and | took
forward to a successful legislative session. We should be proud of the steps we're taking to strengthen and
secure this vsluable state program.

cct Alaska Student Loan Corporation
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Headguarters:
217 2nd Street, Suite 201
Juneau, Alaska 99801

(907) 586-2323  FAX 463-5515
Regional Office:

415 E Street, Suite 20 ¢ *
Anchorage, Alaska 99501 STATE

(907) 278-2722 ' FAX 278-6643 8g-| éAbW?EE (FE

ALASKA STATE CHAMBER OF COMMERCE

Resolution 94 -4
Alaska Student Loan Program Reforms

WHEREAS resident college students finance their educational expenses in large part through the Alaska

Student Loan Program; and

WHEREAS, the Legislature set the interest rate for the loans more than eight years ago at 8% fixed, a good
rate at the time; and

WHEREAS, present loan rates are well below this on the market; and

WHEREAS, delays in processing checks have routinely forced students to pay tuition deferral charges; and

WHEREAS, the Alaska Sl'jHcut Loan Corporation’s telephone lines are constantly busy during registration
weeks at all campuses; and

WHEREAS, ill student loan recipients are residents of Alaska and are preparing, in large part, to join the
Alaskan economy as business owners, lenders and professionals;

THEREFORE, be it resolved that the ASCC urges the Legislature to review and revamp the interest rale
statute to reflea current conditions and rates;

THEREFORE, be it further resolved that the ASCC believes the interest rate for Alaska Student Loans
should be set at a floating formula, lied to prime rate and other reliable indices;

THEREFORE, be it further resolved that the ASCC sees it as vital that regulatoiy and policy impediments

that currently cause long processing delays or slows service be corrected to serve the interests of these Alaska
residents.

ADOPTED



February 20,1994

University of Alaska

®E SMdkemft Lsadlsffs
OFFICIAL POSITION

Regarding

Student Loan Reform

The Coalition of Student Leaders of the University of Alaska accepts the
recommendations of the Alaska Commission on Postsecondary Education as its
official position, except for the fol lowing modifications:

1 That in the firstrecommendation, we believe that the interest rates
for student loans should never exceed eight percent; and

2 That In recommendations four and fie, provisions should be
included so that debtors in default can make appeals for exceptions
1o these proposed measures.

For further information, contact:

Soott Otterbacher, Student Regent & Coalrtion Spokesperson, 373-4628, Fax 373-7363;
Brian Brubaker, Coordinator, 474-5214;
or Pat hwey, System Governance, 474-7323, Fax 474-5131



IOUSE COMMITTEE REP XT

@te Referred: March 11, 1994 FURTHER REFERRALS:

Date of Committee Action: 3/cy*A?/

The LABOR AND COMMERCE Committee considered: HB 506
HOUSE BILL NO. 506 STUDENT AN PROGRAM

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of a state
occupational license or dishursement of state money; and providing for an effective date.

RECOMMENDATIONS: _ the same title
be replaced with CS HJS 3 L ] anew title

[ ] have attached amendments(s)

£4(] do pass

[ ] do not pass
[ ] no recommendations
[ Jindividual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S): (o APPROVES PREVIOUS: addo .
. . H 1 r) .
£0 fiscal impact fic/m , ,vise** /cjs 1X1 fiscal note(s) c/:J o incrcz + &c 4v: X
[ ] zero fiscal note B zero fisal rote(s) _ Pfcftk—
SIGNING DO PASS DP OTHER RECOMMENDATIONS DNP NR AM
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HOUSE COMMITTEE REPORT

Date Referred: February 16, 1994 FURTHER REFERRALS: Labor & Camere
Date of Committee Action:

The HEALTH. EDUCATION AND SOCIAL SERVICES Commitee considere: HB 506
HOUSE BILL NO. 506 STUDENT LOAN PROGRAM

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of a state
occupational license or disbursement of state money; and providing for an effective date.”

RECOMMENDATIONS: ¢ LiccC 1) the samg title
be replaced with NooE> j>q@_Hz.Sh> [ ]anew title

[ Jhave attached amcndments(s)
[ ] do pass

[ ] do not pass

[X] no recommendations

[ Lindividual recommendations
[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

[f] fiscal impact c [ ] fiscal note(s)
M zero fiscal note ec-cnrvx":A [ 1zero fiscal note(s)

(Dept/Dug)



JOUSE COMMITTEE REPv.x<T

Qéll)e Referred: March 28, 19%4 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered: HB 506
HOUSE BILL NO. 506 STUDENT LOAN PROGRAM

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of a state
occupational license or disbursement of state money; and providing for an effective date."

RECOMMENDATIONS: J } the same title
be replaced with 05 a new title

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass

[\/iN0 recommendations

[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s):  (@d) APPROVES PREVIOUS: (Dei/Due)
| fiscalimpacth [ Jfiscal note(s)
[ ] zero fiscal note [ ] zero fiscal note(s)
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FISCAL NOTE
g1 tNO. cs HBSOG(L&C)

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Daig: 04-04-%A Dept Affected: ~ Alaska Commission on Postsecondarv Education

Title: An Act relating to student loans:to sanctions ~ BRU: Alaska Student Loan Corporation.

gor defaulting on a student loan, including denial ot a state ... Component: Student Loan Program

onsor:

R%questor: COMPONENT SERIAL NO. 218
Exoenditures/Revenues (thousands)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY0O
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 157.2 1114 1114 1114 1114 1114
SUPPLIES
EQUIPMENT

LAND  STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 157.2 1114 1114 1114 1114 | 1114
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 00
CHANGES IN REVENUES (102 ) 1,450.0 1,4%.1 15813 1,673.0 1,7705 1,8739

FUND SOURCE
1002 Federal Receipts

1003 GF Match

1004 GF

1006 GF/Program Receipts

1006 GF/MHTIA

Other Fund 1022 157.2 1114 1114 1114 1114 1114
TOTAL 157.2 1114 1114 1114 1114 1114
Estimate of any current year (FY94) costs (S): H\1

POSITIONS

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 | 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by bill section: o _
Section 1 this section directs .Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice

from ACPE that a person has defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:
0 ¢ "do of b A

continued on reverse) _

Prepared by: ~ Douglas S. Hanon Phone Number: (907) 465-6757
Divisic t: Alaska Commission on Postsecondary Education Date: 404/%
Approved by Commissioner Joe L. McCormick. Executive Director Date: 4QUA
Agency: Alaska Commission on Postsecondarj/Education

PREPAPER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further aistribution information, call Governors Legislative Office

Ry DA A/OR P | of



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
£907) 465-3867 or 465-2450 _
AX §907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM April 9, 19%4
SUBJECT: CSHB 506(FIN) (8-LS1752\0)
TO: Representative Ron Larson

Co-Chair, House Finance Committee
Attn: Louanne

FROM: Pam Finley
Assistant Revisor

Enclosed is CSHB 506(FIN) as you requested. Because hoth you and Mike Ford
were in the committee hearing at the time 1 received the bill, 1 have taken the liberty
of making the following changes without speaking to you first:

L The phrase "or dishursement of state money" was deleted from the title to reflect
the deletion of secs. 9and 10 of the (L&C) version.

2. In AS 08.02.025(a) (bill sec. 1?, the reference to "AS 14.43.120(1)" was changed
to "AS 14.43.120(1)" to correct what | think is a typographical error carried over from
previous versions.

3 InAS 14.43.120(?(2) (bill sec. 2), I changed the new language from "but may not
exceed three percent above the amount determined under ?1) of this section” to "but
the amount under this Pa_ragraph may not exceed three percent of the amount
determined under (1) of this subsection® hecause I believe that language states what
| assume to be the intent of the amendment more clearly.

Also, the notice required under AS 14.43.120 i%(? (hill sec. 3) is not entirely accurate
since the nonrenewal does not take effect for 60 days under AS 08.02.025('5 (bill sec.
D), but 1 assumed you may not want to require the commission to tell the borrower
that, and so Ietft the language alone. Please let Mike Ford know if any of my changes
were incorrect.

PLF:pl
94-298.pIm
Enclosure









Wl nIL .~ FURTHER:
DATE TURNED INTO OFFICE:
The Finance Committee considered CS FOR HOUSE BILL NO. 506(FIN) am

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of
a state occupational license; and providing for an effective date."

and recommends:

[ Jreplace with  CS (FINANCE) | | FeWete:
or (adopt previous CS ! —'miﬂé]f:%?nnd(éal
[ ]attaches amendment(s) (HB only)
[ ]adopts Letter of Intent
[ ] further referral to the
[vfdo pass
[ ]do not pass
[ ]no recommendation
[ ]individual recommenaations
NEW FISCAL NOTES . PREVIOUS RSCAL NOTES .
Department Date Zero Fiscal Department Date Zero Fiscal
SIM' * m 99.7 w. ~rzore- 9/7i/g4

b& /3 rtu.

Appropnation No Fiscal Note



STATE OF ALASKA BILL NO. CS HB 506 (FIN) am
1994 LEGISLATIVE SESSION

Revision Deate: 05-02-9A4 Dept Affected: Alaska Commission on Pastsecondary Education
Title: An Act relating to student loans;to sanctions  BRU: Alaska Student Loan Corporation.
for defaulting on astudent loan, including denial of astate Component: Student Loan Program
Sponsor: House HESS by Request
Requestor: Senate FIN Committee COMPONENT SERIAL NO. 218
Expenditures/Revenues (thousands)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 99.7 91.7 91.7 91.7 91.7 91.7
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 99.7 91.7 91.7 91.7 91.7 91.7

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGES INREVENUES (102 ) 1,4083 1,451.9 1,534.2 1,6215 1,7143 1,812.6

FUND SOURCE

1002 Federal Receipts

1008 GF Match

1004 GF

1006 GFH/Program Receipts

1006 GF/MHTIA

Other Fund 1022 99.7 91.7 917 91.7 91.7 91.7

TOTAL 99.7 01.7 01.7 01.7 91.7 01.7
0.0

Estimate of any current year (FY94) costs (S):

POSITIONS

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS (Attach a separate page if necessary): Fscal analysis of this bill is presented by bill section:
Section |: this section directs Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice
from ACPE that a person has defaulted on an Alaskan Student Loan, Estimated cost to the ACPE to provide such notice:

W0 "0 "6 'do oo A’

(continued on reverse)

Prepared by:  Diane M. Barrans A f Phone Number: (907) 465-6743
Division: Alaska Commission on PostseZondaryEducation Dete: 5/2/94
Approved by Commissioner  Joe L. McCormick, Executive Director ( 5/2/94

Agency: Alaska Commission on PostsecondpfyEducation

PREPARER TO PROVIDE ALL DISTRIBUTIOI"eOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call Governor’s Legislative Office
(Rev 10/93) HAfisno.XIs/DBR Page 1 of



Section 2: this section creates a variable interest rate that is tied to the cost of money.
NO Fiscal Impact. Zero (0) fiscal note.

Section 3: this section amends the provisions defining the actions of the Commission ifa loan is in default.
NO Fiscal Impact. Zero (0) fiscal note.

Section 4; this section provides for loan consolidation.
NO Fiscal Impact. Zero (0) fiscal note.

Section 5: this section changes eligibility for ASL if applicant has had a previous loan discharged through
bankruptcy proceedings.

NO Fiscal Impact. Zero (0) fiscal note.
Section 6: this section provides for assignment of wages on a defaulted loan.
NO Fiscal Impact. Zero (0) fiscal note.
Section 7and Section 8: these sections amend the requirements for family education loans.

NO Fiscal Impact. Zero (0) fiscal note.

These changes to the loan servicing will create significant opportunities for operational efficiencies and, more
|mPortantIy, enhance the collection efforts of the Ero?ram and increase the flow of student loan receipts. The

following estimate of increased receipts as a resuF of these changes is based upon the following assumptions:

1) collection on defaulted loans increases 5 Perqent Fer year as a result of the assignment of wages and
ommerce’s wﬂhholdmg on renewal of professional licenses; 2) loan consolidation will reduce the number of

loans qoing into default by 15 percent; and 3) loan consolidation will improve collection (accounts not going into

defaul% by 2 percent per year.

Estimated increased revenues to the Corporation:
in thousands
_ FY9%5 FY9% FY97 FY98 FY99 FY0D
1) Increased collection vendor 2083 2159 237 2573 2810 3068
2) loan consolidation 12000 1-2360 12985 13842 14333 15058
otal 14083 14519 15342 16215 17143 18126

Costs based on interagency RSA with Department of Commerce and Economic Development.
(Rev 1099 Afisoxs/DBR Pae 2 of 2



FISCAL NOTE

Bl BI1 Version:

STATE OF ALASKA -
1994 LEGISLATIVE SESSION (S) Publish Date:
Revision Date: Dapi. Aftociod:  Administration
Tltle *An Act relating to student loans . .. .* BRU Finance

Component: Finance
Sponsor: (H) Hes
Requestor: COMPONENT SERIAL NO. 59
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FY97 FYo8 FY99
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0
SUFPLES 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Total 0.0 0.0 0.0 0.0 0.0
Estimate of current year (FY94) cost: none

POSITIONS: t

FULL-TIME 0 0 0 0 0
PART-TIVE 0 1 0 0 0
TEMPORARY 0 0 0 0 0
ANALYSIS:  (Attach aseparate page if necessary)

Prepared by: Don Wanie, Director Phone: 465-2240
Division: Finance V Date:

Approved by Commissioner: Nancy Bear Usera \\ < y / Date

Agency: Administration ‘0 v

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR 3 LEGISLATIVE OFFICE
For further distribution information call the Govermor”™s Legislative Oflice
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lu. IMMIMOC LrUIVIMII Tfcfc P-PORT
(

DATE: 5/2/% FURTHER:

DATE TURNED INTO OFFICE: _

The Finance Committee considered CS FOR HOUSE BILL NO. 506(FIN) am

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of

a state occupational license; and providing for an effective date."

and recommends:;

[ Jreplace with cS (FINANCE) [ ] Rewte:
: Jtechnical
or [ aaopt previous CS ..__.gﬂecharr]‘ée
[ ]attaches amendment(s) (HBonly)
[ ]adopts Letter of Intent
[ ] further referral to the
K ado pass
[ ]do not pass
[ ]no recommendation
[ ]individual recommendations
NEW FISCAL NOTES PREVIOUS FISCAL NOTES
Department Date Zero Fiscal
. 97.7 op7.
I ] rtu

(| Appropriation No Fiscal Note

DO PASS: < OTHER RECOMMENDATIONS:

Dif A/st-

WL-

1- o \f .
Co-Chair ngfn!atture/ Recommendatiom CdrCtTatrrgnature/Reco*nm«Tdation



FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date: 04-18-%

Title: An Act relating to student loans;to sanctions
for defaulting on a student Ictn. including denial of a state ...
Sponsor: House HESS by Request

Requestor: Senate HES Committee

Expenditures/Revenues
OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 99.7

FY95

99.7

CAPITAL EXPENDITURES 0.0

CHANGES IN REVENUES (1022 ) 1,408.3
FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other Fund 1022 99.7
TOTAL I 99.7

Estimate of any current year (FY94) costs (S):

POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

No. 4.
B'» Version;
(S Publish Date:

S?)L/PiS).

Dept Affected: ~ Alaska Commission on Postsecondary Education

BRU: Alaska Student Loan Corporation.

Component: Student Loan Program

COMPONENT SERIAL NO. 218
(thousands)

FY96 FY97 FY98 FY99 FY00
91.7 91.7 91.7 91.7 91.7
91.7 91.7 917 91.7 91.7
0.0 0.0 0.0 0.0 0.0

1,4519 1,534.2 1,6215 1,714.3 1,812.6
91.7 91.7 91.7 91.7 91.7
91.7 91.7 >1.7 91.7 917

0 0 0 0 0
0 0 0 0 0
0 0 0 0 0

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this hill is presented by bill section: o _
Section L this section directs Alaska Department of Commerce and Economic Development to withhold rer. .val of professional licenses upon notice
from ACPE that a person has defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:

60 "y "do e o0 dd’

Prepared by: ~ Diane M. Darrans

Division:

Approved by Commissioner

Alaska Commission on Postsecondary Education
Joe L McCormick, Executive Diregtanfri*p A7)

(continued on reverse)

Alaska Commission on Postsecoiraffiy Education

PREPARERTOPRO Ir%%r%slfrl L%ﬂéﬁlﬁ%'{rlr%}lo& Cg”ié TOGOVERNOR'S L

For fu

Ry DB g/ LR

Phone Number: (907) 465-6743
Date: 4
Date: 4/18/%
\ ISLATIVE OFFICE
overnor’s Legislative Office
Page | of



FISCAL iINOTE No. 4
B||| Version: CSHB 506(FIN)

STATE OF ALASKA <H) Publish Date:  4/11/04
1994 LEGISLATIVE SESSION

Revision Date: M4 -4-A Dept Affected: Alaska Commission on Postsccondarv: Education
Title: An Act relating to student loans:to sanctions  BRU: Alaska Student Loan Corporation.
for defaulting on astudent loan, including denial ot'a state . .. m Component: Student Loan Program
Sponsor: ,
Requestor: COMPONENT SERIAL NO. IS
Exoenditures/ Revenues (thousands)
OPERATING EXPENDITURES ! FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 157.2 1114 1114 1114 1114 1114
SUPPLIES
EQUIPMENT
LAND ¢ STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 157.2 1114 1114 1114 1114 1114 |
capital expenditures ©.0 0.0 0.0 0.0 0.0 0.0
CHANGES IN REVENUES (102 ) 1,450.0 1,495.1 1,581.3 16731) | 17705 \ 13739 j
FUND SOURCE
1002 Federal Receipts
1008 GF Match 1
1004 GF 1
1006 GF/Program Receipts 1 1
1006 GF/MHTLA 1
Other Fund 1022 157.2 1114 1114 1114 1114 111.4
TOTAL 157.2 1114 1114 1114 1114 1114
Estimete of any current year (FY94) costs (S): 151
POSITIONS
FULL-TIME 0 0 0 0] 0 1 o
PART-TIME o) 0 0 0 0 1 0
TEMPORARY 0 0 0 0 o 1 0

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by bill section:
Section 1: this section directs Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon natice

trom ACPE that a person hes defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:

o

(continued on reverse) COPY
TFEE
Prepared by: ~ Douglas S. Hanon Phone Number WGS—G?SI
Division: Alaska Commission on Postsecondary Education Date:
Approved by Commissioner Joe L McCormick. Executive Director Date:
Agency: Alaska Commission on Postsecondar*Education

PREPARER TO PROVIDE ALL DISTRIBUTION COP|ES TO GOVERN(?R SLE ISLATIVE OFFICE
For further distribution information, call Governor's Legislative

(Rv DB s xR Pge 1 of 2



FISCAL NOTE <

STATE OF ALASKA Bill Version: | 52)( I,
1994 LEGISLATIVE SESSION (S Publish Date: ~ s'-L - 94-

Revision Date: 04-18-4 _ Dept Affrcted:  Alaska Commission on Postsecondary Education
Title: An Act re_Iatmg_to student loans;to sanctions  BRU: Alaska Student Loan Corporation.
for defaulting on a student loan, including denial of a state Compo lent; Student Loan Program

Sponsor: House HESS by Request
Requestor: Senate HES Committee ~ COMPONENT SERIAL NO. 218

Expenditures/Revenues (thousands)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FYOO

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 99.7 91.7 91.7 91.7 91.7 91.7
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 99.7 91.7 91.7 91.7 91.7 91.7

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGES INREVENUES (1022 ) 1,408.3 1,451.9 1,534.2 1,621.5 1,714.3 1,812.6

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHT1A

Other Fund 1022 99.7 91.7 91.7 91.7 91.7 917
TOTAL 99.7 91.7 91.7 91.7 91.7 917

Estimate of any current year (FY94) costs (®):

POSITIONS

FULL-TIME 0 0 0
PART-TIME 0 0 0
TEMPORARY 0 0 0

OO O
O oo
[en N e Nan)

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by bill section: o _
Section I: this section directs Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice
from ACPE that a person has defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:

ot

(continued on reverse)

Prepared by:  Diane M. Barrans Phone Number Q) 4656743
Division: Alaska Commission on Postsecondary Education Date: 4/18/%
Approved by Commissioner Joe L. McCormick, Executive Directgj Dete: 418/%

Agency:

laska Commission on Postsecone88 Education

PREPARERTO E’RO IDE ALL DISTRIBUTION P”EéTOGO)/ERN R’S LEGISLATIVE OFFICE
For further distribution information, call Governor’s Legislative Office

(Rv DB Hoijroxs/ LR Page 1 of 7



HB 506 Analysis (continued):

Section 2 this section creates a variable interest rate that is tied to the cost of money.
NO Fiscal Impact. Zero (0) fiscal note.

Section 3: this section amends the provisions defining the actions of the Commission if a loan is in default.
NO Fiscal Impact. Zero (0) fiscal note.

Section 4 this section provides for loan consolidation.
NO Fiscal Impact. Zero (0) fiscal note.

Section 5: this section changes eligibility for ASL if applicant has had a previous loan discharged through
bankruptcy proceedings.

NO Fiscal Impact. Zero (0) fiscal note.
Section 6: this section provides for assignment of wages on a defaulted loan.
NO Fiscal Impact. Zero (0) fiscal note.
Section 7and Section 8: these sections amend the requirements for family education loans.

NO Fiscal Impact. Zero (0) fiscal note.

These changes to the loan servicing will create significant opportunities for operational efficiencies and, more
importantly, enhance the collection efforts of the |program and increase the flow of student loan receipts. The
following estimate of increased receipts as a result ofthese changes is based upon the following assumptions:

1) collection on defaulted ioans increases 5 Perqent per year as a result of the assignment of wages and
Commer_ce’s_wnhholdm% on renewal of professional licenses; 2) loan consolidation will reduce the number of
loans going into default by 15 percent; and 3) loan consolidation will improve collection (accounts not going into
defaulg by "2 percent per year.

Estimated increased revenues to the Corporation: _
in thousands

_ FY95 FY96 EY97 FY98 FY99 FYOO
1) Increased collection vendor 2083 2159 237 2573 2810 3068
2) loan consolidation 12000 L2360 U98.5 LM 2 14333 150f8
ofal 14083 14519 15342 16215 17143 18126

Costs hased on interagency RSA with Department of Commerce and Economic Development.
(Rev 10/%B) HAfisno.x!s/DBR Page 2 of 2



FISCAL NOTE no. 4
Bill Version: CSHB 506(FIN)

STATE OF ALASKA (H) Publish Date:  4/11/94
194 LEGISLATIVE SESSION

Revision Date: 4 -04-% Dept AtTect:d: ~ Alaska Commission on Postsccondary Education
Title: An Act relating to student loans:to sanctions ~ BRU: Alaska Student Loan Corporation.
for defaulting on a student loan, including denial ot'a state Component: Student Loan Program

Sponsor:
Requestor: COMPONENT SERIAL NO. 23

Expenditures/Revenues (thousands!
OPERATING EXPENDITURES FY95 FY96 FY97 FY98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS 1

.MISCELLANEOUS 1 1
TOTAL OPERATING 157.2 111.4 1114 ni4 1114 1114

FY99 FYOO

157.2 111.4 1114 1114 1114 1114

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 [

CHANGES IN REVENUES (102 ) 1.450.0 14951 1,581.3 1,673.0 1,7705 1,3739 |

FUND SOURCE
1002 Federal Receipts

1008 GF Match

104 GF

1006 GF/Program Receipts

1006 GF/MHTIA

Cther Fund 1022 157.2 1114 1114 1114 1114
TOTAL 157.2 1114 1114 111.4 1114

=

1114
1114 1

e e

Estimate ofam, current year (FY94) costs (S): If. 1

POSITIONS
FULL-TIME 0 0 0 0 0
PART-TIME o 0 0

TEMPORARY 0 0 0 0 0 0

o
o
o o

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by bill section: .
Section I: this section directs .Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice

from ACPE that a person has defaulted on an Alaskan Student Loa.  Estimated cost to the ACPE to provide such notice:

00 00 "o a0 P
(continued on reverse) UTTnB COP"

Prepared by: ~ Douglas S. Hanort Phone Number — (907) 465-675"

Division: Alaska Commission on Postsecondary Education Date: A04/A
Approved by Commissioner Joe L. McCormick. Executive Director Date: 40N/
Agency: Alaska Commission on PostsecondarfyEducation

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call Governor’s Legislative Office

iRev 10/93) 94tisno.Xs/DBR Page | of 2



HB 506 Analysis (continued):

Section 2: this section creates a variable interest rate that is tied to the cost of money.
NO Fiscal Impact. Zero (0) fiscal note.

Section 3: this section amends the provisions defining the actions of the Commission ifa loan is in default.
NO Fiscal Impact. Zero (0) fiscal note.

Section 4: this section provides for loan consolidation.
NO Fiscal Impact. Zero (0) fiscal note.

Section 5: this section changes eligibility for ASL if applicant has had a previous loan discharged through
bankruptcy proceedings.

NO Fiscal Impact. Zero (0) fiscal note.

Section 6 this section provides for assignment of wages on a defaulted loan.
NO Fiscal Impact. Zero (0) fiscal note.

Section 7and Section 8: these sections amend the requirements for family education loans.
NO Fiscal Impact. Zero (0) fiscal note.

Section 9and Section 10: these sections direct the Department of Administration to withhold payments on
person who have a defaulted Alaska Student Loan. See Section 1

NO Fiscai Impact. Zero (0) fiscal note.

These changes to the loan servicing will create significant opportunities for operational efficiencies and, more
|mEJortjc1ntIy, enhance the collection efforts of the profqram and increase the flow of student loan receipts. The
following estimate of increased receipts as a result of these changes is based upon the following assumptions:
1) collection on defaulted loans increases 6 percent per year as a result of the assignment of wages,
administrations withholding ofpa%ments, and Commerce’s withhold renewal of professional licenses; 2) loan
consolidation will reduce the number of loans ]gom into default by 15 percent; and 3) loan consolidation will
improve collection (accounts not going into de aultg by 2 percent per year.

Estimated increased revenues to the Corporation: _
in thousands

FY9%5 FY9% FY97 FY98 FY99 FYOO

1) Increased collection vendor 2200 2291 2828 3088 3372 381
loan consolidation 12000 12360 12985 13642 14333 L im
otal 14500 14%1 15813 16730 1,7/05 18739

Costs based on interagency RSAs with Department of Administration and Department of Commerce and

Economic Development.
(Rv 1059 A, Page 2 of 2



REPRESENTATIVE CON BUNOE Alaska g>tate legislature DURING SESSION

CO-CHAIR HEALTH, EDUCATION STATE CAPITOL
4 SOCIAL SERVICES JUNEAU. ALASKA 99801-1182

CAPITOL ROOM 112
OFFICE (a07) 4652843

$ouse of RepreBantatieB Vs

MEMORANDUM
DATE: April 18,1994

TO: Senator Drue Pearce
Senator Steve Frank
Chaiimai  Senate Finance Committee

FROM: Representative Con Bunde
Co-Chair House Health Education & Social Servioss Cormittee

RE: CSHBS506 (FIN) “An Act relating to studant lcars; to sactias for
defeulting on a student lcen, including denial of a state cooupational Ticaess;
and providing foran effectinedate.”

Thismemo isa reguest fora Senate Finance Committee hearing for CSHB 506 (FIN).

HB 506 authorizes varicble interest rateson student lcas. The anmnual intereston Alaska Student
Loans will be seteach year by adding tothe tre interest rate for thatyear s tax exempt bonds an
addrtaanal percentage (ot toexceed 2.5%) designed tocover the acninistrative aosts of the

jprogram.

Included In thisproposed lggislatian isa ssctaan thaet woulld make Alaska Student Loan gplicatts
ireligible to recieve a new student loan for e years ifany portaon ofa previous Alaska Student
Loan has been discharged or witten-offfor any reesm.

HB 506 authorizes income withholding for borroners indefault on treir Alaska Student Loans.
Any judgements or courtorder regarding a defaulted borroner must contain an income withholding
order.

Borrowers indefaulton treir Alaska Student Loans would be ireligible to renew an existarng
licen=e todo business or practice an oocupation inAlaska utal the Depat tment of Commerce 5
notafied by the Commission that the goplicant’s loan acoount has been brought current ““Current’”
means the person Indefaulit has made arrangements ingood farthtopay theamount owed.

This lagislataonwill give borroners the gotion  oolllgpse varieble term loans intoa sirgle lan.
The Interestrate on the lcanwould be treweighted average of dll loas included intre
arsolication. A married couple may consolicate tteir individLal lcans ifthey agree tobe held
Jointdly and separately lisble a1 repayment of the refinenced lcen regardliess of the amount of thelr
previously individual ddots, and inorteofany futurechange inttetrmarital statis. The loan 5
not dischargesble In the event thatcone spouse dies.

FArally, thishill expands the Fami Iy Educatiion Loan Hligibility by removing the dependency
requirement Thiswould allov one familly member tborrow on behalfofanother member of
thear immediate family.  The removal of the dependency requiremeritwill make itclear et itistre
borroner “only”” who must meet the Alaska residency requirement

Ihis legislation js neces ar)(to rotectthefutu[)e of our Alaska State Student Loan program. | urge
avoratile consideration by the committee members.



L

FEFEENITVECCNBINE Alaska gPlate Iegislature DURING SESSION-

- STATE CAPITOL
CO-CHAR CHEALTH EDUCATION JUNEAD, ALAZKA G9BOM:62

& SOCIAL SERVICES
CAPITOL ROOM 12
OFFICE (907) 4654883

~ouse of Nepresentatibes

SPONSOR STATEMENT
CSHB506 (FIN)

“An Act relating to student loans; to sanctions for defaulting on a
student loan, including denial of a state occupational license; and
providing for an effective date.”

11B 506 authorizes variable interest rates on student lers. The amual intereston Alaska Student
Loans willl be seteach year by adding to the trie Intarest rate for that year s tax exempt bonds an
addrtaaal percentage (ot toexceed 2.5%) designed to cover the adninistrative aosts of the

jprogranm.

Included Inthisproposed legislation isa secaon ttet would make Alaska Student Loan gplicants
ireligible to receive a new student loen for five years ifany portion of a previous Alaska Student
Loan has been discharged or wtten-off for any reesm.

HB 506 authorizes income withholding for borroners indefaulton treir Alaska Student Loans.
Any judgements or court orders regarding a defaulted borroner must cotain an income
withholding orcer.

Borrovers indefaulton treir Alaska Student Loans would be ireligible to renew an existing
licase todo business or practice an ococupation iNAlaska untal the Department of Commerce B
notarfied by the Commission that the goplicant’s lcen acoount hes been broughtt current. “Qurrent™
means the person Indefaulthas made arrangements ingood farth topay the amount owed.

This lagislatianwll give borroners the gption toarsolicate variable term loans intoa sirgle leen.
The interestrate on the loanwould be the welghted average ofdl loans included inthe
aosolication. A married couple may consolidate ttreir irdividial loas ifthey agree tobe helld
Jointly and separately licble for repayment of the refinancad loen regardlless of the amount of treir
previous individual deots, and in orte of any futurechange intteirmarital statts. The lcen isnot
dischargesble inthe event thatone spouse dies.

Firally, this bill expands the Fami Iy Education Loan Hligibility by removing the dependency
requirement Thiswould allow one family member toborrow on behalfof another member of
treir immediate fanily. The removal of the dependency requirementwill make stclear et itistte
borroner “‘only’” who must meet the Alaska residency requirenent

Ihis Ieaislation S necesgaq to protect the futu[)e of our Alaska State Student Loan program. | urge
avorabile consideration by the committee members.



Date Pefenred: February 16, 199% FURTHER REFERRALS: Labor & Commerce

Finance
Date of Committee Action:
The HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered: HB 506
HOUSE BELL NO. 506 STUDENT LOAN PROGRAM

"An Act relating to student loans; to sanctions for defaulting on a student loan, including denial of a state
occupational license or dishursement of state money; and providing for an effective date."

RECOMMENDATIONS: . it<cC 1*] the same title
be replaced with r fT-D 3>Q(p a new title

[ ] have attached amcndments(s)

[ ] do pass

| |donotpass
~no recommendations
Jindividual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS: ...,
M- fiscal impact — [ ]fiscal note(s)
zero fiscal note [ ] zero fiscal note(s)

SIGNING DO PASS



CS POR HOUSB BILL NO. 506(PIN) ,

"An Act relating to student loans; to sanctions for defaulting on
a student loan, including denial of a state occupational license;
and providing for an effective date."

HB 506 STUDENT LOAN PROGRAM

"An Act relating to student loans; to sanctions for defaulting on
a student loan, ‘including denial of a state occupational license or
disbursement of state money; and providing for an effective date.”
SPONSOR(S): HEALTH, EDUCATION AND SOCIAL SERVICES BY REQUEST

HB 506 B ill History

Jrn-Date Page Action

02/16/94 2416 (H) READ THE FIRST TIME - REFERRAL(S)
02/16/94 2416 (H) HES, L&C, FINANCE

03/11/94 2720 H) HES RPT CS(HES) 3DP 4NR 2AM

03/11/94 2721 (H) DP: G.DAVIS, BUNDE, TOOHEY

03/11/94 2721 (H) NR: VEZEY, OLBERG, NICHOLIA, KOTT
03/11/S4 2721 (H) AM: B.DAVIS, BRICE

03/11/94 2721 (H) -FISCAL NOTE (DCED) 3/11/94

03/11/94 2721 (H) -ZERO FISCAL NOTE éDOE) 3/11/94
03/28/94 2996 H) L&C RPT CS(L&Q? DP

03/28/94 2996 (H) DP: PORTER,SITTON,MULDER,GREEN,HUDSON
03/28/94 2996 (H) -FISCAL NOTE (ADM) 3/28/94

03/28/94 2996 H) -PREVIOUS FISCAL NOTE (DCED) 3/11/94
03/28/94 2996 (H) -PREVIOUS ZERO FISCAL NOTE éDOE) 3/11/94
04/11/94 0000 (H) FIN RPT CS&FIN) NEW TITLE 3DP 5NR 1AM
04/11/94 0000 (H) DP: MACLEAN, LARSON, PARNELL

04/11/94 0000 (H) NR: HANLEY, GRUSSENDORF, HOFFMAN, BROWN
04/11/94 0000 HY NR: THERRIAULT

04/11/94 0000 (H) AM: MARTIN

04/11/94 0000 (H) -FISCAL NOTE 6DOE) 4/11/94

04/11/94 0000 HY REFERRED TO RULES
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CHAIR BUNDE then brought HB 506 to the table and turned the gave
over to Rep. Toohey to preside over the remainder of the meeting.

CHAIR TOOHEY took a brief at-ease from 4:08 p.m. to 4:20 p.m.

Number 795

REP. BUNDE addressed HB 506, He stated that Joe McCormick would
further address the bill.

REP. BRICE stated for the record that he presently has an active
student floan, and indicated that there might be a conflict of



