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As  t he m a t u r i n g  r e p a y m e n t  p a t t e r n  r e f l e c t s  g r o w t h ,  so  d o e s  t he 

■forgiveness" p a t t e r n .  In t h e  15 y e a r s  f r o m  1 9 7 1 - 7 2  t h r o u g h  1 9 8 5 - 8 6 ,  

A l a s k a n s  h a v e  r e c e i v e d  l o a n  f o r g i v e n e s s  b e n e f i t s  t o t a l l i n g  $ 8 . 7  m i l l i o n  

( $ 2 . 4  m i l l i o n  in  1 9 3 5 - 8 6 ) .  T h i s  a m o u n t  m a y  at  f i r s t  s e e m  r a t h e r  low, b u t  

it s h o u l d  be r e m e m b e r e d  tha t  in o r d e r  to q u a l i f y  for f o r g i v e n e s s ,  the 

b o r r o w e r  m u s t  f i r s t  c o m p l e t e  t he p r o g r a m  of s t u d y  for w h i c h  t h e  l o a n  is 

r e c e i v e d ,  a n d  s e c o n d ,  l i v e  in A l a s k a .  F a i l u r e  to c o m p l e t e  p r o g r a m s  of 

s t u d y  d i s q u a l i f i e s  n e a r l y  h a l f  of a l l  borrc./ers,

A  l a s t  a s p e c t  of r e p a y m e n t  w h i c h  m u s t  be d i s c u s s e d  is l o a n  d e f a u l t .  L o a n  

d e f a u l t  w h i c h  w as n o t o r i o u s l y  h i g h  in  t he m i d  1 9 7 0 ' s ,  w a s  r e d u c e d  to 

a r o u n d  9. 0  p e r c e n t  in 1 9 8 1 - 8 2  a n d  1 9 8 2 - 8 3 ,  b u t  h a s  b e e n  r i s i n g  the l a s t  

f e w  y e a r s  a n d  w a s  at 1 4 . 7  p e r c e n t  at t he e n d  of 1 9 8 5 - 8 6 .  N e a r l y  o n e  

p e r s o n  in s i x  w a s  d e f a u l t i n g  on  a n  A l a s k a  s t u d e n t  L o a n  at th e  e n d  of 

1 9 8 5 - 8 6 .  D e f a u l t  c o l l e c t i o n  is h a n d l e d  by  c o n t r a c t  b y  a p r i v a t e  f i r m  a n d  

r e p r e s e n t s  a p r o b l e m  w h i c h  h i s t o r i c a l l y  p l a g u e s  a l l  s t u d e n t  l o a n  p r o g r a m s .

W h e n  a m o r e  c a r e f u l  l o o k  at d e f a u l t e d  a c c o u n t s  is u n d e r t a k e n ,  w e  f i n d  t w o  

p a t t e r n s  e m e r g i n g .  T h e  f i r s t  is t h a t  s t u d e n t s  w h o  b o r r o w  t o  a t t e n d  

s c h o o l  o u t - o f - s t a t e  h a v e  a m u c h  l o w e r  d e f a u l t  r a t e  t h a n  t h o s e  \ h o  b o r r o w  

t o  a t t e n d  in A l a s k a ,  a n d  the s e c o n d  is t h a t  c o l l e g i a t e  b o r r o w e r s  h a v e  a 

m u c h  l o w e r  d e f a u l t  r a t e  t h a n  do  v o c a t i o n a l  b o r r o w e r s .  As  n n  be  s e e n  in 

F i g u r e  6, of t h o s e  b o r r o w e r s  in d e f a u l t  at t h e  e n d  of 1 9 8 5 - 8 6 ,  n e a r l y  

t w o - t h i r d s  h a d  b o r r o w e d  to a t t e n d  s c h o o l  in A l a s k a .  T h i s  is d e s p i t e  t h e  

f a c t  t h a t  l e s s  t h a n  h a l f  of  a l l  l o a n s  a w a r d e d  t h r o u g h  t h a t  d a t e  w e r e  for 

a t t e n d a n c e  i n - s t a t e .

F i g u r e  6 

D e f a u l t e d  L o a n s  

A l a s k a  A t t e n d a n c e  vs. A t t e n d a n c e  o u t - o f - s t a t e

T h e  d e f a u l t  r a t e  for v o c a t i o n a l  b o r r o w e r s  at t h e  e n d  of 1 9 8 5 - 8 6  w a s  j u s t  

o v e r  t w i c e  as h i g h  as t h a t  for c o l l e g i a t e  b o r r o w e r s  (24.0 p e r c e n t  vs.

1 1 . 8  p e r c e n t ) ,  a n d  t h e  d e f a u l t  r a t e  for a l l  b o r r o w e r s  w h o  a t t e n d e d  s c h o o l  

in A l a s k a  w a s  n e a r l y  t w i c e  t h a t  of b o r r o w e r s  w h o  a t t e n d e d  o u t - o f - s t a t e  

(19.5 p e r c e n t  vs. 1 0 . 6  p e r c e n t ) .
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■

R E S I D E N C Y  R E Q U I R E M E N T

To be e l i g i b l e  for an Ala s k a  s t u d e n t Loan, an i ndividual must be a 

tw o - y e a r  Ala s k a  resident at the time of loa n application. R e s i d e n c y  has 

b e e n  d e f i n e d  by S t a t e  s t a t u t e to m ean p h y s i c a l  p r e s e n c e  and c l a r i f i e d  by 

p r o g r a m  r e g u l a t i o ns  to m e a n  two y ea r s  of c o n t i n u o u s  p h y sical p r e s e nc e  

(with a l l o w a n c e  for c e r t a i n  a b s e n c e s  and time periods) im m e di a t e l y  prior 

to app l i c a t io n .

T h i s  t w o - y e a r  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  w a s  c h a l l e n g e d  in 1 9 8 3  on  

t h e  g r o u n d s  t h a t  it w a s  e x c e s s i v e  a n d  t h e r e f o r e  u n c o n s t i t u t i o n a l .  The 

c a s e  w a s  h e a r d  in th e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t ,  D i s t r i c t  of A l a s k a  

( A n d r e s s  V. B a x t e r ) ,  a n d  r e s u l t e d  in  a d e c l a r a t i o n  t h a t  t he r e s i d e n c y  

r e q u i r e m e n t  w a s  n e i t h e r  u n r e a s o n a b l e  n o r  u n c o n s t i t u t i o n a l .  H e nce, t his 

m o s t  g e n e r o u s  l o a n  p r o g r a m  in t he n a t i o n  a l s o  c a r r i e s  t h e  m o s t  

r e s t r i c t i v e  r e s i d e n c y  r e q u i r e m e n t  in t he n a t i o n .



PR O B L E M S  AND P R O J E C T I O N S

Ove r the years, a number of p r o b l e m s  have arisen, some mor e than once. 

Most of these p r o b l e m s  have e f f e c t i v e l y  been a d d r e s s e d  t h r o u g h  sta t ut o r y  

c h a n g es  by the Al a s ka  L e g i s l a t u r e  or through p r o g r a m  regul at i o n  

amendments, but one problem, w h ic h  has com e  r e l a t i v e l y  r e c e n t ly  in 

p r o g r a m  history, remains unsolved. That p r o b l e m  is trying to bala nc e  

demand vs. funding. As A l a s k a  m o v es  into a pe r i o d  of reduced budgets, 

p r o g r a m  restrictions, and d i m i n i s h i n g  revenues, this p r o b l e m  may becom.- 

e ven more acute.

DE M A N D  VS. FUND I N G

In the first 12 y e a r s  of its operation, the loa n  p r o g r a m  p r o v i d e d  loans 

to every e l i g i b l e  A l a s k a n  who a p p l i ed  for a ss i s t a n c e . W h e n  demand 

e x c eeded 'vailable funds, as it did in 1 9 7 9 - 8 0 ,  1 9 8 0 - 8 1 ,  and 1 9 8 1 - 8 2 ,  the 

Al a s k a  L e g i s l a t u r e  p r o v i d e d  a d d i t i o n a l  funds to meet that demand. 

However, in 1 9 8 2 - 8 3 ,  1 9 8 3 - 8 4 ,  and again in 1 9 8 4 - 8 5 ,  w h e n  d e m a n d  e x c eeded 

funding, a p p l i c a n t s  were turned away. The p h e n o m e n a l  p r o g r a m  growth, 

c o u p l ed  w ith the rising costs of e d u c a t i o n  and the d e c r e a s i n g  a b i l i t y  of 

the s tate to meet p r o g r a m  demands, crea t e d a s i t u a t i o n  w here tho u s a n d s  of 

A l a s ka n s  s e e k i n g  support for their e d u c a t i o n  and trail i n g  w ere forced to 

delay plans, seek oth r n o n - s t a t e  sources, or, unfortu n at e l y ,  not attend 

school at all.

As we look forward, it s eems q u i t e  u n l i k e l y  that the state will be able 

to d e d i c a t e  $ 6 0  to $ 7 0  m i l l i o n  in G e n e r a l  F unds a n n u a l l y  to s u p p o r t the 

stud e n t  loan program. Either the p r o g r a m  must ch a n g e  greatly, an 

a l t e r n a t e  funding so u r ce  must be developed, or the p r o g r a m  will simply 

have to be c a p p e d  in some way.

P R O J E C T I O N S

If l e f t  u n c a p p e d  by  e i t h e r  b u d g e t  or p r o g r a m  l i m i t a t i o n s ,  t he p r o j e c t e d  

d e m a n d  for A l a s k a  s t u d e n t  L o a n s  is e x p e c t e d  to r e a c h  o v e r  2 3 , 0 0 0  by 

1 9 9 0 - 9 1 .  T o  m e e t  s u c h  a d e m a n d ,  the p r o g r a m  w o u l d  n e e d  o v e r  $ 1 1 5  m i l l i o n  

for t h a t  y e a r  a l o n e ,  a nd t he d e m a n d  on t he S t a t e  T r e a s u r y  (the G e n e r a l  

Fund) w o u l d  e x c e e d  $ 7 6  m i l l i o n .  S i n c e  it n o w  a p p e a r s  u n r e a l i s t i c  to 

e x p e c t  the s t a t e  to s u p p o r t  such' a h i g h  l e v e l  of f u n d i n g ,  t h e  p r o j e c t i o n s  

p r e s e n t e d  b e l o w  ( T a b l e  I) a re b a s e d  u p o n  p l a c i n g  an  $ 8 0  m i l l i o n  c a p  on  

t h e  p r o g r a m  a f t e r  1 9 8 7 - 8 8 .  As c a n  be s e en, e v e n  w i t h  a n  $ 8 0  m i l l i o n  cap, 

t h e r e  w o u l d  be a v e r y  h e a v y  r e l i a n c e  u p o n  a n n u a l  S t a t e  a p p r o p r i a t i o n s  and 

t h o u s a n d s  of w o u l d - b e  b o r r o w e r s  w i l l  be d e n i e d  l o a n s .  H o w  to f u n d  t he 

p r o g r a m  a n d  h o w  to d e c i d e  w h o  g e t s  l o a n s  a n d  w h o  d o e s  n o t  a r e  the m a j o r  

p r o b l e m s  f a c i n g  the A l a s k a  S t u d e n t  L o a n  P r o g r a m ,  a n d  t o g e t h e r ,  p o s e  the 

g . e a t e s t  c h a l l e n g e  the p r o g r a m  h a s  f a c e d  in i ts 1 5 - y e a r  h i s t o r y .
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TABLE I

STUDENT FINANCIAL AIDS ADMINISTRATION 

STATE STUDENT LOAN ACTIVITY 

Projected to 1990-91

Year

Loan

Awards

Loan 

Volume

Cumulative

Total

Average

Loan

Loan

Collections

Federal

Funds

Loan

Forgiveness

General

Fund

1971-72 1,081 $ 1,603,158 $ 1,603,158 $1,483 $ -0- $ -0- $ -0- $ 1,603,158**

1972-73 1,748 2,870,384 4,473,542 1,642 -0- -0- -0- 2,870,384

1973-74 1,665 2,986,176 7,459,718 1,793 -0- -0- -0- 2,986,176

1974-75 1,457 2,659,807 10,119,525 1,826 235,476 -0- 703 2,424,331

1975-76 1,719 3,382,997 13,502,522 1,968 465,530 -0- 44,233 2,977,467

1976-77 1,921 3,850,507 17,353,029 2,004 1,141,461 -0- 64,746 2,709,046

1977-78 2,265 4,b04,lb7 21 ,957,196 2,033 1,191,851 -0- 314,306 3,412,316

1978-79 2,795 6,416,402 28,373,598 2,296 1,391,643 -0- 445,985 5,024,758

1979-80 3,918 9,373,949 37,747,547 2,393 1,603,436 -0- 409,501 7,770,513

1960-81 6,460 15,957,717 53,705,264 2,475 2,225,388 -0- 555,494 13,732,329

1981-82 9,U98 40,059,499 94,264,763 4,098 2,779,900 1,000,000 785,769 36,819,599

1982-83 13,058 55,007,395 149,272,158 4,213 4,609,051 1,200,000 (846,028) 49,198,344

1983-84 14,785 62,912,316 212,184,474 4,255 6,410,124 422,481 ’.171,239 56,162,552

1984-85 17,173 75,075,883 287,260,041 4,372 9,572,795 250,000 1,664,612 65,253,088

1985-86 15,963 74,981,730 362,241 ,771 4,691 14,232,935 150,000 2,446,062 60,598,795

1986-87* 17,569 79,500,000 441 ,741 ,771 4,525 18,944,536 65,000 3,122,602 60,490,464

1987-88 17.2U4 b0,00U,000 521 ,741 ,771 4,b50 23,298,455 25,000 3,786,944 56,701,545

1988-89 16,666 80,000,000 601 ,741,771 4,800 27,587,414 N.A. 4,441,374 52,412,586

1989-90 16,244 80,000,000 681 ,741,771 4,925 35,121 ,344 N.A, 5,042,794 44,878,656

1990-91 15,842 80,000,000 761 ,741 ,771 5,050 38,096,198 N.A. 6,644,855 41,903,802

*1986-87 through 1990-91 are projections

**Includes carry-forward funds from previous year
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A L T E R N AT I V E S

A  n u m b e r  of a l t e r n a t i v e s  d i r e c t e d  at r e d u c i n g  l o a n  v o l u m e ,  r e d u c i n g  

a v e r a g e  l o a n  a m o u n t s ,  g e n e r a t i n g  a d d i t i o n a l  l o a n  r e v e n u e ,  a n d  g e n e r a t i n g  

a l t e r n a t i v e  l o a n  r e v e n u e  h a v e  b e e n  e x p l o r e d  t he l a s t  f e w  y e a r s .  As  a 

r e s u l t  of t h e s e  e x p l o r a t i o n s ,  the l o a n  t e r m s  h a v e  c h a n g e d  g r e a t l y .  Now, 

t h e  c h a l l e n g e  is to p r e s e r v e  as m u c h  of the l o a n  p r o g r a m  as p o s s i b l e  a n d  

p r o v i d e  a c c e s s  to  as  m a n y  A l a s k a n s  a s  p o s s i b l e .

N e a r l y  e v e r y  a s p e c t  of t he l o a n  p r o g r a m  h as b e e n  e x a m i n e d  o v e r  t h e  p a s t  

f e w  y e a r s .  S o m e  c h a n g e s  h a v e  t he p o t e n t i a l  o f  g e n e r a t i n g  a d d i t i o n a l  

i n c o m e  ( s uch as i n c r e a s i n g  t he i n t e r e s t  rate), b u t  c o u l d ,  in f a c t ,  r e s u l t  

in a n  u n m a n a g e a b l e  d e b t  b u r d e n ,  o t h e r  c h a n g e s  a p p e a r  to be c o s t  s a v i n g  

(s uch as  r e q u i r i n g  t h e  f e d e r a l  n e e d s  a n a l y s i s  a nd t y i n g  i n t o  th e  f e d e r a l

G u a r a n t e e d  S t u d e n t  L o a n  P r o g r a m ) ,  but e nd up s a v i n g  l i t t l e  a n d  c o s t i n g

a d d i t i o n a l  a d m i n i s t r a t i v e  o v e r h e a d  a n d  c r e a t i n g  u n a c c e p t a b l e  p r o c e s s i n g  

d e l a y s .

D o z e n s  of a l t e r n a t i v e s  h a v e  b e e n  r e s e a r c h e d  a n d  c o n s i d e r e d ,  s o m e  t h r o u g h  

f o r m a l  L e g i s l a t i v e  h e a r i n g s .  A  p a r t i a l  l i s t i n g  of t h e s e  a l t e r n a t i v e s  

w o u l d  i n c l u d e :

1. R e d u c e  b o r r o w i n g  m a x i m u m s .

2. R e q u i r e  a $ 5 0 0  s e l f - h e l p  c o n t r i b u t i o n  f r o m  e a c h  b o r r o w e r .

3. R e s t r i c t  l o a n s  to  U.S. C i t i z e n s  or p e r m a n e n t  a l i e n  r e s i d e n t s .

4. R e s t r i c t  l o a n s  t o  a c c r e d i t e d  s c h o o l s ,  or s c h o o l s  a p p r o v e d  f or at

l e a s t  t w o  y e a r s .

5. R a i s e  t he g r a d e  p o i n t  r e q u i r e m e n t s  for g o o d  s t a n d i n g .

6. A w a r d  l o a n s  o u t - o f - s t a t e  o n l y  if th e  p r o g r a m  is u n a v a i l a b l e  in

A l a s k a .

7. R e s t r i c t  l o a n s  to c o l l e g i a t e  b o r r o w e r s .

8. E l i m i n a t e  g r a d u a t e  s t u d e n t  b o r r o w i n g  d i f f e r e n t i a l .

9. R e s t r i c t  l o a n s  to  v o c a t i o n a l  b o r r o w e r s  a n d  c o l l e g i a t e  b o r r o w e r s  

a b o v e  t h e  f r e s h m a n  l e v e l .

10. E l i m i n a t e  f o r g i v e n e s s  b e n e f i t s .

11. R a i s e  i n t e r e s t  r a t e  c h a r g e d  on loan s .

12. R e s t r i c t  l o a n s  to s t u d y  in the U n i t e d  S t a t e s .

13. L o w e r  f o r g i v e n e s s  b e n e f i t s .

14. R e q u i r e  a n e e d s  t e s t  an d  a w a r d  l o a n s  b a s e d  u p o n  d e m o n s t r a t e d  

ne ed.

15. E l i m i n a t e  t h e  i n t e r e s t  s u b s i d y  d u r i n g  t he g r a c e  y e ar.

16. R e d u c e  t he g r a c e  p e r i o d  to s ix or n i n e  m o n t h s .

17. I n c r e a s e  th e  f u l l - t i m e  d e f i n i t i o n  to 15 c r e d i t  h o u r s  for 

u n d e r g r a d u a t e  s t u d e n t s .

18. R e q u i r e  a l l  a p p l i c a n t s  to  f i r s t  a p p l y  for F e d e r a l  g r a n t  p r o g r a m s  

b e f o r e  a p p l y i n g  for a loan.

19. R e q u i r e  c o - s i g n e r s  o n  a l l  p r o m i s s o r y  n o t e s .

20. C a p  th e  t o t a l  i n d e b t e d n e s s  of a b o r r o w e r  u n d e r  t h e  p r o g r a m .

21. R e s t r i c t  f o r g i v e n e s s  b e n e f i t s  to  o n l y  t h o s e  b o r r o w e r s  a t t e n d i n g  

i n - s t a t e .

22. E s t a b l i s h  a t w o - t i e r  ( n o n - n e e d / n e e d )  l o a n  p r o g r a m .

23. L i n k  b o r r o w i n g  to  F e d e r a l  g u a r a n t e e  for t h o s e  b o r r o w e r s  w h o  

c o u l d  q u a l i f y  on a f e d e r a l  n e e d s  a n a l y s i s .
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24. R e q u i r e  i n st i t u t i o n a l  c e r t i f i c a t i o n  of student budget, i n c l u d i n g

all f u n di n g  sources.

25. D i s c o u n t  loans for early repayment.

26. Raise interest and e l i m i n a t e  f o r g i veness be n e f i t s  

default.

for a lo? •n in

2', . R e s t r i c t  loans to s t u d y  in-State.

28. R e s t r i c t  v oc a t i o n a l  loans b ased upon S t a t e m a npower n eeds and
pro je c t i o n s .

29. E l i m i n a t e  the i n terest s u b si d y  du r in g  ful l - t i m e  

o ther d e f e r m e n t  periods.
s c h o o l in g and

30. R e s t r i c t  loans to t u i ti o n  and fees, books, and 

(eliminate roo m  and board).
s u p p l i e s o n l y

31. R a i s e  r e s i d e n c y  r e q u i r e m e n t s  for qualifying.

32. D i s c o u n t  loans for e ach year of A l a s k a  a ttendance.

Som e of t hese a l t e r n a t i v e s  have been adopted, but m ost have bee n  f ound to 

be u n d e s i r a b l e  for one reason or another. At present, A l a s k a  has an 

e x c e l l e n t  loan program. It serves the e d u c a t i o n a l  n e e ds  of t h o u s a n d s  of 

A l a s k a n s  each year, it p r e s e r v e s  e d u c a t i o n a l  choice, and it p r o v i d e s  

i n centive for use of o n e ' s e d u c a t i o n  in Alaska.

- 1 5 -



RE C O M M E N D A T I O N S

The Al a s k a  c o m m i s s i o n  on P o s t s e c o n d a c y  Edu c a ti o n  belie v e s  that Al a s k a  can 

make no better c o mm i t m e n t  o£ res o u r ce s  than investing in the ed u c a t i o n  of 

its citizens. Direct support of A l a ska's pu b l i c  elementary, secondary, 

and p o s t s e c o n d a r y  school systems is vital to the s t a t e ' s  con t i n ue d  gr o w t h  

and development. It is in the best interest of the S tate to prov i d e  

a c c e s s  to these e d u c a t i o n a l  res o ur c e s  for the ci t izens of Alaska

The best me t h o d of a ss u r i n g  access and o p p o r t u n i t y  is through the direct 

p r o v i s i o n  of e d u c a t i o n a l  services, but this is not always p r a ctical or 

possible, p a r t i c u l a r l y  at the p o s t s e c o n d a r y  level. Therefore, the most 

e f f e c t iv e  and e f f ic i e n t  met ho d  of a t t ai n i n g  these g o al s  of access and 

o p p o r t u n i t y  is through a s y s t e m  of low interest loans w h i c h  a l l o w  the 

s t u d e n t s  to c h o o s e  the ed u c a t i o n a l  s e t t i n g  most a p p r o p r i a t e  for their 

p a r t i c u l a r  needs.

The C o m m i s s i o n  e n d o r s e s  and recom m en d s  the c o n t i n u a t i o n  and f u l l - fu n d i n g  

of the Ala s k a  state S t u de n t  Loan Program. A m e n d m e n t s  which restrict 

ac c e s s  by denying loans to g r o u p s  of Alaskans, either by design or by 

default, are v i g o r o u sl y  opposed.

Fund i n g

In the event that the S tate is unable to p r o v i d e  suff ic i e n t  General Fund 

s u p p o rt  to fully fund the program, the C o m m i s si o n  r e commends the 

L e g i s l a t u r e  fund Al a s k a  stud e n t  Loans w ith a c o m b i n a t i o n  of General Funds 

and a l t e r n a t i v e  funds. The a l t e r n a t i v e  funding is recomm e n d e d  to be an 

e n d o w m e n t  or i n vestment from the Pe r m a n en t  Fund or p r o c e e d s  from the sale 

of tax exempt bonds.

Bonding

The C o m m i s s i o n  further recommends that if the loan p r o g r a m  is f i n anced 

thro u g h  the issuance of tax exempt revenue bonds, the funding p a c k a g e  

c o n s i d e r  p o p u l a t i o n  gr o w th  and e d u c a t i o n a l  expense i n f l a t i o n  and not 

incl u d e  the sale of any port i o n  of the e x i s t i ng  p r o g r a m  portfolio. It is 

s t r o n g l y  r e c o m m e n d e d  that the esse n t i a l  features of the loan p r o g r a m  be 

p r e s e r v e d  and the r e v olving nature of the loan fund be maintained.

T w o - T i e r  Loan s y s t e m

If the L e g i s l a t u r e d e t e r m i n e s  that fu n d a m e n t al  chan g es  in the Alaska 

S t u d e n t  Loan P r o g r a m  must be made, the Commi s s i o n  recom m e n d s  

e s t a b l i s h m e n t  of a two-tier loan system. This two-tier p r o g r a m  would 

p r o v i d e  a basic loan to all q u a l i f i e d  applicants, uti l i zi n g  the same 

c r i t e r i a  as the current program, and offer a s u p p l e m e n t al  n e e d - ba s e d  loan 

for those who c ould d e m o n s t r a t e  need for a d d i t i o n a l assistance.

- 1 6 -



The C o m m i s s i o n  reco m m e n d s  that the m a x i m u m  for the basic loan be lower 

than that no w  available, but not so low as to u n n e c e s s a r i l v  restrict 

ac c e s s  to e d u c a t i o n a l  resources. T h erefore, the C o m m i s s i o n  recom m en d s  

the following:

S c h o l a r s h i p s

A l a s k a  is one of a small number of s t a t e s  w h i c h  has no S t a t e  level 

s c h o l a r s h i p  p r o g r a m  for its residents. For y ears it was felt that the 

g e n e r o u s  stud e n t  loan p r o g r a m  s o m e h o w  r e p l a c e d  the need for any grant or 

s c h o l a r s h i p  program. However, it has bee n  a p p a r en t  for s ome time that 

m a n y  of A l a s k a ' s  b r i g h t e s t and mos t  able high school seniors are looking 

o u t - o f - s t a t e  for their c o l l e g i a t e  experi e n c e .

On e  m e t h o d  of e n c o u r a g i n g  these s t ud e n t s  to s t u d y  in our A l a s k a n  scho o l s  

is to p r o v i d e  n o n - n e e d - b a s e d  s c h o l a r s h i p s  for use in State. The number 

of s u c h  aw a r d s  and their amount can var y greatly.

The C o m m i s s i o n  r ecommends the L e g i s l a t u r e  s e r i o u s l y  c o n s i d e r  the 

e s t a b l i s h m e n t  of a s t a t e - l e v e l  s c h o l a r s h i p  p r o g r a m  d i r e c t e d  at 

r e c o g n i z i n g  a c a d e m i c  e x c e l l e n c e  and o u t s t a n d i n g  talent. The s c h o l a r s h i p s  

sh o ul d  be d i s t r i b u t e d  g e o g r a p h i c a l l y  t h r o u g h o u t  the state and should only 

be a v a i l a b l e  for a t t e n d a n c e  in Alaska.

B a s i c  Loan M a x i m u m  

S u p p l e m e n t a l  Loan M a x i m u m $2 , 0 0 0
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A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N  

S 3 6 6  F i s c a l  M o t e  A n a l y s i s

O p e r a t i n g  B u d g e t

1. F Y 8 8  O p e r a t i n g  b u d g e t  s a v i n g s  a r e  b a s e d  u p o n  the F Y 8 7  R e v i s e d  b u d g e t  

a n d  a r e  c o m p r i s e d  of:

C a p i t a l  ( L o a n  F u n d s )

1. F Y 8 8  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  is b a s e d  u p o n  F Y 8 7  R e v i s e d  

b u d g e t .

2. F Y 8 8 - 9 2  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  is b a s e d  u p o n  a t t a c h e d  t a b l e ,

" A l a s k a  S t u d e n t  L o a n  P r o g r a m :  s t u d e n t  L o a n  A c t i v i t y  P r o j e c t e d  to

2 0 1 0 - 1 1 ."

C o m m i s s i o n  G e n e r a l  A d m i n .  

S t u d e n t  L o a n  A d m i n .

D a t a  a n d  W o r d  P r o c e s s i n g

2. F Y 8 9 - 9 2  t o t a l s  a r e  b a s e d  u p o n

P e r s o n a l  s e r v i c e s  

T r a v e l  

C o n t r a c t u a l  

S u p p l i e s

5% g r o w t h  a n d  no  i n c r e a s e d  s a l a r i e s

no i n f l a t i o n  f a c t o r  

3% i n f l a t i o n  f a c t o r  

3% i n f l a t i o n  f a c t o r

3. T h e  b o n d  r e c e i p t  f i g u r e s  a r e  b a s e d  u p o n  a t t a c h e d  t a b l e ,  " A l a s k a

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ;  A l a s k a  s t u d e n t  L o a n  P r o g r a m  

S u m m a r y  of N e w  L o a n  O r i g i n a t i o n . "



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N  

ALASKA STUDENT LOAN PROGRAM 

STUDENT LOAN ACTIVITY 

Projected to 2010-11

Loan Loan Loan Loan General G.F\ with

Year Awards Volume Collections Forgiveness Fund Bondi ng

87-88 17,204 $ 80,000,000 $23,298,455 $3,786,944 $56,701,545 $20,000,000

88-89 16,738 80,345,504 27,587,414 4,441,374 52,758,090 25,000,000

89-90 16,381 80,676,052 33,387,487 5,326,377 47,288,565 25,000,000

90-91 16,044 81,024,565 40,624,030 6,430,564 50,400,535* 25,000,000

91-92 16,248 82,865,042 44,721,848 7,584,355 53,143,194* 25,000,000

92-93 16,491 85,341,434 52,739,315 8,745,092 52,602,119* 25,000,000

93-94 16,708 87,298,990 56,381,256 9,831,303 45,917,704* 25,000,000

94-95 16,675 88,375,670 59,929,106 10,789,747 28,446,564 25,000,000

95-96 16,o53 88,261,738 63,349,462 11,571,828 24,912,276 25,000,000

96-97 16,416 87,007,173 66,563,505 12,187,296 20,443,668 25,000,000

97-90 16,018 84,395,801 69,475,575 12,6'9,094 15,420,226 25,000,000

98-99 16,745 88,748,536 71 ,991 ,794 13,069,109 16,756,742 25,000,000

99-00 17,201 91,166,845 74,056,739 13,360,407 17,110,106 25,000,000

00-01 17,546 92,991,621 76,271,198 13,587,333 16,720,423 25,000,000

01-02 17,765 94,155,886 78,537,715 13,750,923 15,618,171 25,000,000

02-03 17,949 95,130,963 80,787,019 13,899,705 14,343,944 25,000,000

03-04 18,154 96,214,236 82,951,870 14,064,996 13,262,366 25,000,000

04-05 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000

05-06 18,578 98,462,230 86,996,273 14,408,006 11,465,957 25,000,000

06-07 18,773 99,498,206 88,906,992 14,566,080 10,591,214 25,000,000

07-08 18,960 100,489,383 90,752,988 14,717,319 9,736,395 25,000,000

08-09 18,965 101,518,364 92,532,964 14,874,404 8,985,400 25,000,000

09-10 19,375 102,687,093 94,248,233 15,052,656 8,438,860 25,000,000

10-11 19,621 103,992,073 95,908,070 15,251,776 8,084,003 25,000,000

*90-91 includes $10.0 million to accommodate cash flow

*91-92 includes $15.0 million to accommodate cash fl ow

*92-93 includes $20.0 million to accommodate cash flow

*93-94 includes $15.0 million to accommodate cash fl ow

*This builds up a float of $60.0 million to allow for fall loan processing

1/8/87



ALASKA COMMISSION ON POSTSECONDARY EDUCATION
ALASKA STUDENT LOAN PROGRAM
SUMMARY OF NEW LOAN ORIGINATION

YEAR TOTAL
ENDING STATE SYSTEM BOND FUNDS DEBT NEU
&/?(? APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSE5 (b) SERVICE (c) LOANS

1 + 2 + 3 = 4 5 6 = 7

1987 0 0 0 0 0 0 0
19B3 20,000,000 20,152,279 49,810,000 89,962,279 6,475,300 3,486,700 80,000,279
1989 25,000,000 26,829,204 43,875,000 95,703,204 5,359,750 9,997,950 80,345,504
1990 25,000,000 24,019,202 42,550,000 101,569,202 4,857,500 16,035,650 80,676,052
1991 25,00G,000 41,506,415 40,675,000 107,181,415 4,265,750 21,891,100 81,024,565
1992 25,000,000 49,281,242 40,000,000 114,281,242 3,815,500 27,600.700 82,865,042
1993 25,000,000 57,071,484 40,000,000 122,071.484 3,428,500 33,301,550 85,341,434
1994 25,000,000 64,346,490 40,000,000 129,346,490 3,011,000 39,036,500 87,296,990
1995 25,000,000 70,754,370 40,000,000 135,754,370 2,559,500 44,819,200 88,375,670
1996 25,000,000 75,975,088 40,000,000 140,975,086 2,072,500 50,640,850 88, col,i33
1997 25,000,000 80,069,773 40,000,000 145,069,773 1,546,000 5o,5,6,600 87,007,173
1998 25,000,000 83,317,101 40,000,000 148,317,101 977,500 62,443,800 84,895,801
1999 25,000,000 85,857,586 40,000,000 150,857,586 1,106,000 61,003,050 83,748,536
2000 25,000,000 87,760,095 40,000,000 152,760,095 1,156,000 60,437,250 91,166,845
2001 25,000,000 89,243,571 40,000,000 154,243,571 1,190,500 60,061,450 92,991,621
2002 25,000,000 90,315,686 40,000,000 155,315,686 1,200,000 59,959,800 94,155,836
2003 25,000,000 91,290,763 40,000,000 156,290,763 1,200,000 59,959,800 95,130,963
2004 Ej,000,000 92,374,036 40,000,000 157,374,036 1,200,000 59,959,800 96,214.236
2005 25,000,000 93,509,172 40,000,000 158,509,192 1,200,000 59,959,800 97,349,392
2006 25,000,000 94,622,030 40,000,000 159,622,030 1,200,000 59,959,800 98,462,230
2007 25,000,000 95,658,006 40,000,000 160,658,006 1,200,000 59,959,800 99,498,206
2008 25,000,000 96,649,183 40,000,000 161,649,183 1,200.000 59,959,800 100,489,333
2009 •25,000,000 97,678,164 40,000,000 162,678,164 1,200,000 59,959,800 101,513,364
2010 25,000,000 98,846,893 40,000,000 163,846,893 1,200,000 59,959,800 102,687,093
2011 25,000,000 100,151,873 40,000,000 165,151,873 1,200,000 59,959,800 103,992,073

NOTES: (a) Systei Equity consists of recycling of repayments on old loans
  plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve (10X of Bond Issue)
and Costs of Issuance (3X of Bond Issue), plus $0 to the state.

(c) Bond interest rate of: 7.00X
Principal amortization latches loan repayments.



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

HB 39 C R E A T I N G  T H E  A L A S K A  S T U D E N T

LOAN C O R P O R A T I O N

( G e n e r a l  P o s i t i o n  S t a t e m e n t )

T h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ,  at  i t s  D e c e m b e r  1 2 - 1 3 ,  1 9 8 6  

m e e t i n g  f o r m a l l y  e n d o r s e d  t h e  u s e  of a n  a l t e r n a t e  f u n d i n g  s o u r c e ,  s u c h  as  ta x  

e x e m p t  b o n d s ,  if f u l l  f u n d i n g  f r o m  t h e  G e n e r a l  F u n d  w e r e  u n a v a i l a b l e  f o r  

A l a s k a  S t u d e n t  L o a n s .  A f t e r  e x p l o r i n g  a  w i d e  v a r i e t y  of o p t i o n s  ( r e p o r t e d  in 

t h e  L e g i s l a t i v e  R e p o r t ,  " T h e  A l a s k a  s t u d e n t  L o a n  P r o g r a m :  (5 Y e a r s  o f  H e l p i n g  

A l a s k a n s " ) ,  t h e  C o m m i s s i o n  f e e l s  t h a t  t a x  e x e m p t  b o n d i n g  is a v i a b l e  s o u r c e  o f  

r e v e n u e  f or s t u d e n t  l o a n s .

In t h e  l o n g  run ,  it w i l l  c o s t  t h e  s t a t e  m o r e  t o  b o n d  t h a n  t o  f u n d  d i r e c t l y  

f r o m  t h e  G e n e r a l  F u n d ,  b u t  in t h e  s h o r t  r un, w h e n  c o m p a r e d  to d i r e c t  G e n e r a l  

F u n d  s u p p o r t  it s a v e s  o v e r  $ 1 5 0  m i l l i o n .

T h e  C o m m i s s i o n  e n d o r s e s  t h e  e s t a b l i s h m e n t  o f  t h e  s t u d e n t  L o a n  C o r p o r a t i o n ,  

w h i c h  w i l l  p r o v i d e  t h i s  b o n d i n g  c a p a b i l i t y .

T h e r e  is a  c o n t r o v e r s i a l  s e c t i o n  w h i c h  s h o u l d  b e  c a r e f u l l y  e x a m i n e d .  S e c t i o n  

5 h a s  s e r i o u s  i m p l i c a t i o n s  f o r  a n u m b e r  of  s c h o o l s  p a r t i c u l a r y  w i t h i n  A l a s k a .



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N
S E C T I O N A L  A N A L Y S I S  O F  TH E  A L A S K A  S T U D E N T  L O A N  C O R P O R A T I O N

♦ S e c t i o n  1.

S ec. 1 4 . 4 2 . 1 0 0 .  A L A S K A  S T U D E N T  L O A N  C O R P O R A T I O N .  T h i s  

p a r a g r a p h  c r e a t e s  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .  T h e  

c o r p o r a t i o n  c a n n o t  b e  t e r m i n a t e d  w h i l e  d e b t  o b l i g a t i o n s  a r e  

o u t s t a n d i n g .

S e c .  1 4 . 4 2 . 1 1 0  P U R P O S E  O F  C O R P O R A T I O N .  T ’lis p a r a g r a p h  

e s t a b l i s h e s  t h e  p u r p o s e  of  t h e  c o r p o r a t i o n  t o  p r o v i d e  h i g h e r  

e d u c a t i o n  o p p o r t u n i t i e s  f or r e s i d e n t s  o f  A l a s k a .

S e c .  1 4 . 4 2 . 1 2 0 .  C O R P O R A T I O N  G O V E R N I N G  B O D Y .  T h e  C o r p o r a t i o n  

s h a l l  be  g o v e r n e d  b y  a n  e x e c u t i v e  c o m m i t t e e  of f i v e  m e m b e r s  m a d e  up  

f r o m  t h e  t h i r t e e n  m e m b e r s  o f  t h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  

E d u c a t i o n  B o a r d .  T h e  b o a r d  m e m b e r s  a r e  m a d e  u p  o f  o n e  m e m b e r  o f  the 

S t a t e  B o a r d  o f  E d u c a t i o n  a n d  f o u r  m e m b e r s  a r e  f r o m  t h e  r e s t  o f  the 

b o a r d  e x c l u d i n g  t h e  t w o  l e g i s l a t i v e  m e m b e r s .  B o a r d  m e m b e r s  s h a l l  

r e c e i v e  t r a v e l  a n d  p e r  d i e m .  A  m a j o r i t y  of t h e  b o a r d  c o n s t i t u t e s  a 

q u o r u m  fo r  t h e  o r g a n i z a t i o n .

S e c .  14. 4 2 . 1 3 U .  M E E T I N G  O F  T H E  B O A R D .  T h e  b o a r d  m e e t i n g s  

w i l l  m e e t  a t  t h e  c a l l  o f  t h e  c h a i r m a n  a n d  a n y  m e e t i n g  a t  w h i c h  

c o r p o r a t e  b o n d s  a r e  a u t h o r i z e d  at l e a s t  t w e n t y - f o u r  h o u r s  n o t i c e  

s h a l l  b e  g i v e n  t o  t h e  p u b l i c .

S e c .  1 4 . 4 2 . 1 4 0 .  M I N U T E S  O F  M E E T I N G S .  T h e  b o a r d  s h a l l  k e e p  

m i n u t e s  of  e v e r y  m e e t i n g  a n d  s h a l l  s e n d  c o p i e s  t o  t h e  g o v e r n o r  a n d  

L e g i s l a t i v e  B u d g e t  a n d  A u d i t  c o m m i t t e e .

S e c .  1 4 . 4 2 . 1 5 0 .  A D M I N I S T R A T I O N  O F  A F F A I R S .  T h e  b o a r d  s h a l l  

m a n a g e  t he b u s i n e s s  o f  th e  c o r p o r a t i o n  a n d  a d o p t  b y - l a w s  a n d  

r e g u l a t i o n s  i n  a c c o r d  w i t h  t h e  A d m i n i s t r a t i v e  a n d  P r o c e d u r e s  Act.- 

T h e  b o a r d  s h a l l  d e l e g a t e  s u p e r v i s i o n  a n d  a d m i n i s t r a t i o n  t o  t he 

E x e c u t i v e  o f f i c e r .

S e c .  1 4 . 4 2 . 1 6 0 .  E X E C U T I V E  O F F I C E R .  T h e  c o r p o r a t i o n  s h a l l  

e m p l o y  a n  e x e c u t i v e  o f f i c e r  w h o  is t h e  e x e c u t i v e  o f f i c e r  of t h e  

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 1 7 0 .  E M P L O Y M E N T  O F  P E R S O N N E L .  T h e  e x e c u t i v e  o f f i c e r  

m a y  h i r e  e m p l o y e e s  in  t h e  e x e m p t  s e r v i c e .  T h e  b o a r d  m a y  a p p o i n t  

o t h e r  o f f i c e r s  a n d  e n g a g e  p r o f e s s i o n a l s .

S e c .  1 4 . 4 1 . 1 9 0 .  E X E C U T I V E  B U D G E T  A C T .  T h e  o p e r a t i n g  b u d g e t  of 

t h e  c o r p o r a t i o n  is  s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  A c t .

S e c .  1 4 . 4 1 . 2 0 0 .  G E N E R A L  P O W E R S .  T h e  c o r p o r a t i o n  h a s  t h e  p o w e r s  

t o  s u e  a n d  b e  s u e d ,  a d o p t  a n  o f f i c i a l  s e a l ,  e n t e r  i n t o  c o n t r a c t s ,  

r e c e i v e  a n d  a d m i n i s t e r  g i f t s  or g r a n t s  a c c o r d i n g  t o  t h e  t e r m s  a n d  

c o n d i t i o n s  of  g i f t  o r  g r a n t ,  b o r r o w  m o n e y ,  p a y  n n a n c e  c n a r g e s  a n a



i n t e r e s t ,  i n v e s t  mor.iy, c o l l e c t  f r o m  b o r r o w e r s ,  g a t h e r  i n f o r m a t i o n  

o n  l o a n s ,  r e q u i r e  a n  e l e g i b l e  i n s t i t u t i o n  to  f i l e  r e p o r t s ,  s e r v i c e  

s t u d e n t  l o a n s ,  o b t a i n  i n f o r m a t i o n  a b o u t  s t u d e n t s  a p p l y i n g  f or loans, 

c o n t r a c t  f or p u r c h a s e  of s t u d e n t  l o a n s ,  s e l l  or p a r t i c i p a t e  in the 

s a l e  of  s t u d e n t  l o a n s ,  m o d i f y  i n t e r e s t  t e r m s  a n d  c o n d i t i o n s  of 

s t u d e n t  l o a n s  b a s e d  o n  c o n t r a c t s  w i t h  b o n d h o l d e r s ,  c o l l e c t  a n d  p ay 

r e a s o n a b l e  f e e s  a s  w e l l  as  c h a r g e s  in c o n n e c t i o n  w i t h  s t u d e n t  loans, 

e n t e r  i n t o  a g r e e m e n t s  o n  s t u d e n t  l o a n s  c o n c e r n i n g  f e d e r a l  s t u d e n t  

l o a n s ,  e n t e r  i n t o  c o n t r a c t s  w i t h  l e n d e r s ,  a d m i n i s t e r  f e d e r a l  mone y ,  

c o n s e n t  to t he m o d i f i c a t i o n  of  t e r m s  o f  t h e  s t u d e n t  l o a n s ,  e n t e r  

i n t o  a g r e e m e n t s  w i t h  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  , 

p r o c u r e  i n s u r a n c e  a g a i n s t  l o s s e s ,  p r o v i d e  a d v i s o r y  s e r v i c e s  tc 

b o r r o w e r s ,  e n t e r  i n t o  c r e d i t  f a c i l i t i y  a g r e e m e n t s  a n d  m a k e  p l e g e s ,  

c o v e n a n t s ,  a n d  a g r e e m e n t s  w i t h  r e s p e c t  to  t h e  r e p a y m e n t  of 

b o r r o w i n g s  of  t h e  c r e d i t  f a c i l i t y  a g r e e m e n t s ,  d o  a l l  a c t s  n e c e s s a r y  

t o  c a r r y  o u t  t he p o w e r s  i m p l i e d  i n  t h i s  c h a p t e r .

S e c .  1 4 . 4 2 . 2 1 0 .  S T U D E N T  L O A N  F U N D .  C r e a t e s  a s t u d e n t  l o a n  f und 

i n s i d e  t h e  c o r p o r a t i o n  to  m a k e  s t u d e n t  l o a n s  a n d  s e c u r e  b o n d  i s s u e s  

t h e  p r o c e e d s  o f  w h i c h  a r e  u s e d  to  m a k e  s t u d e n t  l o a n s .  T h e  s t u d e n t  

l o a n  f u n d  s h a l l  b e  a d m i n i s t e r e d  b y  t he A l a s k a  C o m m i s s i o n  on  

P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 2 2 0 .  B O N D S  O F  T H E  C O R P O R A T I O N .  T h e  C o r p o r a t i o n  m a y  

b o r r o w  m o n e y  a n d  i s s u e  b o n d s  s e c u r e d  b y  t h e  i n c o m e  a n d  r e c e i p t s  f r o m  

s t u d e n t  l o a n s  a n d  o t h e r  a s s e t s .  T h e  b o n d s  a r e  i s s u e d  b y  r e s o l u t i o n s  

of  t h e  b o a r d .  E a c h  b o n d  i s s u e  s h a l l  h a v e  a m a t u r i t y  of t h i r t y  y e a r s  

or  l e s s  a n d  b e  s u b j e c t  to t h e  U n i f o r m  C o m m e r c i a l  C o d e .  T h e  

c o r p o r a t i o n  m a y  n o t  i s s u e  b o n d s ,  o t h e r  t h a n  r e f u n d i n g  b o n d s ,  d u r i n g  

a n y  t w o  c o n s e c u t i v e  f i s c a l  y e a r s  in  a n  a g g r e g a t e  a m o u n t  g r e a t e r  t h a n  

£ 1 5 0 , 0 0 0 , 0 0 0  u n l e s s  t h e  l e g i s l a t u r e ,  b y  law ,  a p p r o v e s  i s s u a n c e  of a 

g r e a t e r  a m o u n t .

S e c .  1 4 . 4 2 . 2 3 0 .  T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S .  I s s u e s  

o f  b o n d s  m a y  b e  s e c u r e d  b y  t r u s t  i n d e n t u r e  o r  a g r e e m e n t  b e t w e e n  t he 

c o r p o r a t i o n  a n d  m a y  b e  a t r u s t  c o m p a n y ,  b a n k  or  n a t i o n a l  b a n k i n g  

a s s o c i a t i o n  i n s i d e  or  o u t s i d e  t h e  s t a t e  b y  s e c u r e d  l o a n  a g r e e m e n t  or 

o t h e r  i n s t r u m e n t  g i v i n g  p o w e r s  t o  a c o r p o r a t e  t r u s t e e  b y  w h i c h  m e a n s  

t h e  c o r p o r a t i o n  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  h o l d e r s  of  t he 

b o n d s  t h a t  t h e  b o a r d  d e c i d e s  d e s i r a b l e  a s  t o  t h e  d i s p o s i t i o n  o f  the 

p r o c e e d s  o f  t h e  b o n d s ,  c o l l e c t i o n  of  l o a n  p a y m e n t s ,  a s s i g n m e n t  of 

i t s  r i g h t s  in s e c u r i t y  i n t e r e s t  c r e a t e d  t o  a t r u s t e e  for t h e  b e n e f i t  

o f  b o n d h o l d e r s ,  c o n d i t i o n s  w h i c h  b o n d s  m a y  b e  i s s u e d ,  v e s t i n g  in 

t r u s t e e  of  r i g h t s  a n d  p o w e r s .  P l e d g e  a n d  m o r t g a g e  a s s e t s .  P r o v i d e  

f o r  s e c u r i t y  of  t h e  b o n d s .

S e c .  1 4 . 4 2 . 2 4 0 .  C A P I T A L  R E S E R V E  F U N D S  A N D  C A P I T A L  R E S E R V E  F U N D  

R E Q U I R E M E N T S .  T h i s  s e c t i o n  c r e a t e s  t h e  C a p i t a l  R e s e r v e  F u n d .  T h e s e  

p a r a g r a p h s  c r e a t e  w h a t  is c o m m o n l y  k n o w  a s  t h e  m o r a l  o b l i g a t i o n  of 

t h e  S t a t e  to r e p a y  t h e s e  b o n d s .

S e c .  1 4 . 4 2 . 2 5 0 .  V A L I D I T Y  O F  P L E D G E .  B o n d s  i s s u e d  u n d e r  t h i s  

c h a p t e r  s h a l l  b e  v a l i d  a n d  b i n d i n g  a g a i n s t  a l l  p a r t i e s  h a v i n g  c l a i m  

or a n y  k i n d  t r o m  t h e  c o r p o r a t i o n .



- 3 -

Sec. 1 4 . 4 2 . 2 6 0 .  N O N L I A B I L I T Y  O F  B O N D S .  M e m b e r s  o f  t he 

c o r p o r a t i o n  a r e  n o t  s u b j e c t  to p e r s o n a l  l i a b i l i t y  for i s s u a n c e  of 

t he b o n d s .  T h e  b o n d s  i s s u e d  d o  n o t  c o n s t i t u t e  l i a b i l i t y  f o r  th e  

S t a t e  b u t  a r e  p a y a b l e  s o l e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  of  the- 

c o r p o r a t i o n .

S ec. 1 4 . 4 2 . 2 6 5 .  U N D E R W R I T E R S .  T h e  S t a t e  P u r c h a s i n g  A c t  ( AS

3 6 . 3 0 )  d o e s  n o t  a p p l y  t o  t h e  s e l e c t i o n  of  a n  u n d e r w r i t e r  b y  t he 

b o a r d .

S ec. 1 4 . 4 2 . 2 7 0 .  P L E D G E  O F  S T A T E .  T h e  S t a t e  p l e d g e s  n o t  to 

a l t e r  or l i m i t  t h e  r i g h t s  o f  b o n d  h o l d e r s  i n t e r e s t  w h e n  t h e  b o n d s  

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

Sec. 1 4 . 4 2 . 2 8 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h e  r e a l  a n d  p e r s o n a l  

p r o p e r t y  o f  t h e  c o r p o r a t i o n  a r e  n o t  s u b j e c t  to s t a t e  o r  l o c a l  tax.

S ec. 1 4 . 4 2 . 2 9 0 .  B O N D S  L E G A L  I N V E S T M E N T S  F O R  F I D U C I A R I E S .  B o n d s  

a r e  l e g a l  i n v e s t m e n t s  f or a l l  f i d u c i a r i e s  a n d  m u n i c i p a l i t i e s  in  the 

S t a t e .

S ec. 1 4 . 4 2 . 3 0 0 .  O P E R A T I O N  O F  C E R T A I N  S T A T U T E S  E X C E P T E D .  T h e  

c o r p o r a t i o n  m a y  n o t  b e  c o n s i d e r e d  or c o n s t i t u t e  a p o l i t i c a l  

s u b d i v i s i o n  f o r  t h e  p u r p o s e  of  l e n d i n g  i t ' s  c r e d i t .  T h e  c o r p o r a t i o n  

is n o t  c o n s i d e r e d  a m u n i c i p a l  c o r p o r a t i o n  u n d e r  T i t l e  29. T h e  f u n d s  

a n d  r e a l  e s t a t e  o f  t h e  c o r p o r a t i o n  a r e  n o t  c o n s i d e r e d  p r o p e r t y  of 

t h e  S t a t e .

Sec. 1 4 . 4 2 . 3 1 0 .  A N N U A L  A U D I T .  T h e  c o p o r a t i o n  s h a l l  h a v e  a n  

a n n u a l  a u d i t .

Sec. 1 4 . 4 2 . 5 0 0 .  D E F I N I T I O N S .  D e f i n e s  t h e  c o r p o r a t i o n  a n d  b o ard.

* S e c t i o n  2. A S  1 4 . 4 2 . 2 6 5 .  T h e  b o a r d  m a y  s e l e c t  u n d e r w r i t e r s  o n l y  

b y  u s i n g  a c o m p e t i t i v e  m e t h o d .

♦ S e c t i o n  3. A S  1 4 . 4 3 . 0 9 0 ( a ) .  A m e n d s  t h e  p o w e r  o f  t h e  P o s t s e c o n d a r y  

E d u c a t i o n  C o r p o r a t i o n  t o  p a y  t h e  c o s t  of  a d m i n i s t e r i n g  s t u d e n t  l o a n s  

a n d  s e l l  or  a s s i g n  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .

♦ S e c t i o n  4. A S  1 4 . 4 3 . 0 9 0 ( d ) .  It  a l l o w s  t ” 2 s t u d e n t  f i n a n c i a l  a i d  

c o m m i t t e e  to  s e l l  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  a n d  

e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  c o r p o r a t i o n  r e l a t i n g  to  l o a n s .

♦ S e c t i o n  5. A S  1 4 . 4 3 . 1 2 0 ( d ) .  S c h o l a r s h i p  l o a n s  m a y  n o t  b e  m a d e  to 

s t u d e n t s  w h o  a t t e n d  a n  i n s t i t u t i o n  w h e r e  t h e  d e f a u l t  r a t e  o n  l o a n s  

m a d e  to s t u d e n t s  to  a t t e n d  t h e  i n s t i t u t i o n  e x c e e d s  t h e  p r o g r a m  

d e f a u l t  r a t e  b y  m o r e  t h a n  1 5 0%.

♦ S e c t i o n  6. A S  1 4 . 4 3 . 1 2 0 ( r ) . i n t e r e s t  r a t e s  o n  s c h o l a r s h i p  l o a n s  

m a y  b e  m o d i f i e d  to m a i n t a i n  t h e  c o r p o r a t i o n ' s  t a x - e x e m p t  s t a t u s  

u n d e r  the I n t e r n a l  R e v e n u e  C o d e .



♦ S e c t i o n  7. A S  1 4 . 4 3 . 2 5 5 ( a ) .  A m e n d s  t h e  M e m o r i a l  S c h o l a r s h i p  Loa n  

F u n d  t o  a l l o w  t h e  l o a n s  to b e  s o l d  or  a s s i g n e d  to t he A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

♦ S e c t i o n  8. A S  1 4 . 4 3 . 2 5 5 ( c ) .  A l l o w s  t h e  S t a t e  A i d  C o m m i t t e e  to 

s e l l  a n d  a d m i n i s t e r  M e m o r i a l  S c h o l a r s h i p  L o a n s  to  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

♦ S e c t i o n  9. A S  1 4 . 4 3 . 6 2 0  A m e n d e d  to a l l o w  t h e  T e a c h e r  S c h o l a r s h i p  

R e v o l v i n g  L o a n  F u n d  to s e l l  or a s s i g n  l o a n s  t o  t h e  A l a s k a  s t u d e n t  

L o a n  C o r p o r a t i o n . .

♦ S e c t i o n  10. A S  1 4 . 4 3 . 6 2 0 ( b ) .  T h e  s t u d e n t  f i n a n c i a l  a i d  c o m m i t t e e  

m a y  s e l l  t e a c h e r  s c h o l a r s h i p  l o a n s  to  t h e  A l a s k a  S t u d e n t  L o a n  

C o r p o r a t i o n  a n d  m a y  e n t e r  i n t o  a g r e e m e n t s  r e l a t e d  to  s u c h  l o a n s .

♦ S e c t i o n  11. T h e  a c t  t a k e s  e f f e c t  i m m e d i a t e l y .

‘S e c t i o n  12. T h e  c o m p e t i t i v e  u n d e r w r i t i n g  s e c t i o n  t a k e s  e f f e c t  J u l y  

1, 1 9 8 8 .
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A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

S 3 6 6  F i s c a l  M o t e  A n a l y s i s

O p e r a t i n g  B u d g e t

1. F Y 8 8  O p e r a t i n g  b u d g e t  s a v i n g s  a r e  b a s e d  u p o n  t ne F Y 8 7  R e v i s e d  b u d g e t  

a n d  a r e  c o m p r i s e d  of:

C a p i t a l  ( L o a n  F u n d s )

1. F Y 8 8  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  is b a s e d  u p o n  F Y 8 7  R e v i s e d  

b u d g e t .

2. F Y 8 8 - 9 2  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  is b a s e d  u p o n  a t t a c h e d  t a b l e ,

" A l a s k a  S t u d e n t  L o a n  P r o g r a m :  S t u d e n t  L o a n  A c t i v i t y  P r o j e c t e d  to

2 0 1 0-1 1 ."

C o m m i s s i o n  G e n e r a l  A d m i n  

S t u d e n t  L o a n  A d m i n .

D a t a  a n d  W o r d  P r o c e s s i n g

2 8 7 . 4

1 , 6 3 2 . 7

1 1 5 . 8

2 , 0 3 5 . 9

2. F Y 8 9 - 9 2  t o t a l s  a r e  b a s e d  u p o n :

P e r s o n a l  s e r v i c e s  

T r a v e l  

C o n t r a c t u a l  

S u p p l i e s

5% g r o w t h  a n d  no i n c r e a s e d  s a l a r i e s

no i n f l a t i o n  f a c t o r  

3% i n f l a t i o n  f a c t o r  

3% i n f l a t i o n  f a c t o r

3. T h e  b o n d  r e c e i p t  f i g u r e s  a r e  b a s e d  u p o n  a t t a c h e d  t a b l e ,  " A l a s k a

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ;  A l a s k a  S t u d e n t  L o a n  P r o g r a m  

S u m m a r y  of  N e w  L o a n  O r i g i n a t i o n . "
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION 

A L A S K A  S T UDEN T L OAN P R O GRAM  

S T U D E N T  LOAN A C T I V I T Y  

P roje cte d to 2010-11

Loan Loan Loan Loan General G.r. wi th
Year Awards Volume Collections Forgiveness Fund Bondi ng

87-88 17,204 $ 80,000,000 $23,298,455 $ 3,786,944 $56,701,545 $20,000,000

83-89 16,738 80,345,504 27,587,414 4,441,374 52,758,090 25,000,000

89-90 16,381 80,676,052 33,387,487 5,326,377 47,288,565 25,000,000

90-91 16,044 81 ,024,565 40,624,030 6,430,564 50,400,535* 25,000,000

91-92 16,248 82,8b5,U42 44,721,848 7,584,355 53,143,194* 25,000,000

92-93 16,491 85,341 ,434 52,739,315 8,745,092 52,602,119* 25,000,000
93-94 16,708 87,298,990 56,381,286 9,831,303 45,917,704* 25,000,000
94-95 16,675 88,375,670 59,929,106 10,789,747 28,446,564 25,000,000

95-96 16,o53 88,261 ,738 63,349,462 11,571,823 24,912,276 25,000,000
96-97 16,416 87,007,173 66,563,505 12,187,296 20,443,668 25,000,000

97-90 16,018 84,895,801 69,475,575 12,679,094 15,420,226 25,000,000
98-99 16,745 88,748,536 71 ,991 ,794 13,069,109 16,756,742 25,000,000

99-00 17,201 91 ,166,845 74.U56,739 13,360,407 17,110,106 25,000,000

00-01 17,546 92,991 ,621 76,271,198 13,587,333 16,720,423 25,000,000

01-02 17,765 94,155,886 78,537,715 13,750,923 15,618,171 25,000,000

02-03 17,949 95,130,963 80,787,019 13,899,705 14,343,944 25,000,000
03-04 18,154 96,214,236 82,951,870 14,064,996 13,262,366 25,000,000

04-05 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000

05-06 18,578 98,462,230 86,996,273 14,408,006 11,465,957 25,000,000

06-07 18,773 99,498,206 88,906,992 14,566,080 10,591,214 25,000,000

07-08 18,960 100,489,383 90,752,988 14,717,319 9,736,395 25,000,000

08-09 18,965 101,513,364 92,532,964 14,874,404 8,985,400 25,000,000

09-10 19,375 102,687,093 94,248,233 15,052,655 8,438,860 25,000,000
10-11 19,621 103,992,073 95,908,070 15,251,776 8,084,003 25,000,000

*90-91 includes $ 1 0 . 0  m i l l i o n  to a c c o m m o d a t e  cash flow

*91-9 2 includes $ 1 5 . 0  m i l lion  to a c c o m m o d a t e  cas h flow

*92-9 3 includes $ 2 0 . 0  m i l l i o n  to acco m m o d a t e  cash flow

*93-9 4 includes $ 1 5 . 0  m i l li on  to a c c o m m o d a t e  cas h flow

*T his builds up a float o f  $60.0 m i l l i o n  to a l l o w  for fall loan pro ces sin g

1/8/87



ALASKA COMMISSION ON POSTSECONDARY EDUCATION 
ALASKA STUDENT LOAN PROGRAM 
SUMMARY OF NEW LOAN ORIGINATION

YEAR TOTAL
ENDIN6 STATE SYSTEM BOND FUNDS LlBT NEU
6/30 APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSES (b) SERVICE (c) LOANS

1 ♦ 8 + 3 4 5 6 = 7

1987 0 0 0 0 0 0 0
1983 80,000,000 80,158,879 49,810,000 89,968,879 6,475,300 3,486,700 80,000,879
1989 85,000,000 86,889,20* 43,875,000 95,703,804 5,359,750 9,997,950 80,345,504
1990 85,000,000 34,019,202 48,550,000 101,569,808 4,857,500 16,035.650 80,676,058
1991 85,000,000 41,506,415 40,675,000 107,181,415 4,865.750 81,391,100 81,084,565
1998 85.000,000 49,281,248 40,000.000 114,881,848 3,815,500 87,600,700 88,365,048
1993 85,000,000 57,071,484 40,000,000 188.071.484 3,488.500 33,301,550 85.241,434
1994 85,000,000 64,346,490 40,000,000 189,346,490 3,011,000 39,036,500 87,898,990
1995 85,000,000 70,754,370 40,000,000 135,754,370 8,559,500 44,819,800 8B,275,670
1996 85,000.000 75,975,088 40,000,000 140,975,088 8,078,500 50,640.850 88.861.733
1997 85,000,000 80,069,773 40,000,000 145,069,773 1,546,000 56,516,600 87,007,173
1998 85,000,000 83,317,101 40,000,000 143,317,101 977,500 68,443,800 84,895,301
1999 85,000,000 85,857,586 40,000,000 150,857,586 1,106,000 61,00j ,05;J 83,748,536
8000 85,000,000 87,760,095 40,000,000 158,760,095 1,156,000 60.437.850 91,166,845
8001 85,000,000 89,843,571 40,000,000 154,843,571 1,190,500 60,061,450 98,991,681
8008 85,000,000 90,315,686 40,000,000 155,215,636 1,200.000 59,959,300 94,155,886
8003 85,000,000 91,890,763 40,000,000 156,890,763 1,800,000 59,959,800 95,130,963
2004 85,000,000 98,374,036 40,000,000 157,374,036 1,200,000 59,959,300 96,814.826
8005 85,000,000 93,509,198 40,000,000 153,509,192 1,800,000 59,959,800 97,349,398
8006 85,000,000 94,688,030 40,000,000 159,688,030 1,800,000 59,959,300 98,468,820
8007 85,000,000 95,658,006 40,000,000 160,658,006 1,800,000 59,959,800 99,493.806
8008 85,000,000 96,649,183 40,000,000 161,649,183 1,800,000 59,959,800 100,489,233
8009 85,000,000 97,678,164 40,000,000 168,678,164 1,200.000 59,959,300 101,513,364
8010 85,000,000 98,846,893 40,000,000 163,846,893 1,800,000 59,959,300 108,687,093
8011 85,000,000 100,151,873 40,000,000 165,151,873 1,800,000 59,959,300 103,998,073

NOTES: (a) Systei Equity consists of recycling of repayaents on old loans
  plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve <10X of Bond Issue)
and Costs of Issuance (3* of Bond Issue), plus $0 to the state.

(c) Bond interest rate of: 7.00X
Principal aaortization aatches loan repayaents.

!



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

HB 39 C R E A T I N G  T H E  A L A S K A  S T U D E N T

L OA N  C O R P O R A T I O N

( G e n e r a l  P o s i t i o n  s t a t e m e n t )

T h e  A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n ,  at i ts D e c e m b e r  1 2 - 1 3 ,  1 986 

m e e t i n g  f o r m a l l y  e n d o r s e d  t h e  u s e  of a n  a l t e r n a t e  f u n d i n g  s o u r c e ,  s u c h  as  t a x  

e x e m p t  b o n d s ,  if f u l l  f u n d i n g  f r o m  t h e  G e n e r a l  F u n d  w e r e  u n a v a i l a b l e  f or 

A l a s k a  s t u d e n t  L o a n s .  A f t e r  e x p l o r i n g  a w i d e  v a r i e t y  o f  o p t i o n s  ( r e p o r t e d  in 

t h e  L e g i s l a t i v e  R e p o r t ,  " T h e  A l a s k a  S t u d e n t  L o a n  P r o g r a m :  (5 Y e a r s  o f  H e l p i n g  

A l a s k a n s " ) ,  t he C o m m i s s i o n  f e e l s  t h a t  t ax e x e m p t  b o n d i n g  is a v i a b l e  s o u r c e  of 

r e v e n u e  f or stu nt l o a n s .

In t h e  l o n g  run, it w i l l  c o s t  t h e  s t a t e  m o r e  to b o n d  t h a n  t o  f u n d  d i r e c t l y  

f r o m  t h e  G e n e r a l  F u n d ,  b u t  in t h e  s h o r t  run, w h e n  c o m p a r e d  t o  d i r e c t  G e n e r a l  

F u n d  s u p p o r t  it s a v e s  o v e r  §150 m i l l i o n .

T h e  C o m m i s s i o n  e n d o r s e s  t h e  e s t a b l i s h m e n t  o f  t h e  S t u d e n t  L o a n  C o r p o r a t i o n ,  

w h i c h  w i l l  p r o v i d e  t h i s  b o n d i n g  c a p a b i l i t y .

T h e r e  is a c o n t r o v e r s i a l  s e c t i o n  w h i c h  s h o u l d  b e  c a r e f u l l y  e x a m i n e d ,  s e c t i o n  

5 h a s  s e r i o u s  i m p l i c a t i o n s  f o r  a n u m b e r  of s c h o o l s  p a r t i c u l a r y  w i t h i n  A l a s k a .



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N
S E C T I O N A L  A N A L Y S I S  O F  TH E A L A S K A  S T U D E N T  L O A N  C O R P O R A T I O N

♦ S e c t i o n  1.

Sec. 1 4 . 4 2 . 1 0 0 .  A L A S K A  S T U D E N T  L O A N  C O R P O R A T I O N .  T h i s  

p a r a g r a p h  c r e a t e s  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .  T h e  

c o r p o r a t i o n  c a n n c t  b e  t e r m i n a t e d  w h i l e  d e b t  o b l i g a t i o n s  a r e  

o u t s t a n d i n g .

S e c .  1 4 . 4 2 . 1 1 0  P U R P O S E  O F  C O R P O R A T I O N .  T h i s  p a r a g r a p h  

e s t a b l i s h e s  t h e  p u r p o s e  of  t h e  c o r p o r a t i o n  to p r o v i d e  h i g h e r  

e d u c a t i o n  o p p o r t u n i t i e s  f or r e s i d e n t s  of  A l a s k a .

S e c .  1 4 . 4 2 . 1 2 0 .  C O R P O R A T I O N  G O V E R N I N G  B O D Y .  T h e  C o r p o r a t i o n  

s h a l l  be  g o v e r n e d  b y  a n  e x e c u t i v e  c o m m i t t e e  of  f i v e  m e m b e r s  m a d e  up 

f r o m  t h e  t h i r t e e n  m e m b e r s  of  t h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  

E d u c a t i o n  B o a r d .  T h e  b o a r d  m e m b e r s  a r e  m a d e  u p  o f  o n e  m e m b e r  o f  the 

S t a t e  B o a r d  of E d u c  t i o n  a n d  f o u r  m e m b e r s  a r e  f r o m  t h e  r e s t  of the 

b o a r d  e x c l u d i n g  t h e  t w o  l e g i s l a t i v e  m e m b e r s .  B o a r d  m e m b e r s  s h a l l  

r e c e i v e  t r a v e l  a n d  p e r  d i e m .  A m a j o r i t y  of t h e  b o a r d  c o n s t i t u t e s  a 

q u o r u m  fo r  t h e  o r g a n i z a t i o n .

Sec .  14. 4 2 . 1 3 0 .  M E E T I N G  O F  T H E  B O A R D .  T h e  b o a r d  m e e t i n g s  

w i l l  m e e t  a t  t h e  c a l l  of the c h a i r m a n  a n d  a n y  m e e t i n g  a t  w h i c h  

c o r p o r a t e  b o n d s  a r e  a u t h o r i z e d  at  l e a s t  t w e n t y - f o u r  h o u r s  n o t i c e  

s h a l l  be  g i v e n  t o  t h e  p u b l i c .

S ec .  1 4 . 4 2 . 1 4 0 .  M I N U T E S  O F  M E E T I N G S .  T h e  b o a r d  s h a l l  k e e p

m i n u t e s  o f  e v e r y  m e e t i n g  a n d  s h a l l  s e n d  c o p i e s  t o  t h e  g o v e r n o r  a nd

L e g i s l a t i v e  B u d g e t  a n d  A u d i t  c o m m i t t e e .

S e c .  1 4 . 4 2 . 1 5 0 .  A D M I N I S T R A T I O N  O F  A F F A I R S .  T h e  b o a r d  s h a l l  

m a n a g e  the b u s i n e s s  o f  the c o r p o r a t i o n  a n d  a d o p t  b y - l a w s  a n d  

r e g u l a t i o n s  in a c c o r d  w i t h  t h e  A d m i n i s t r a t i v e  a n d  P r o c e d u r e s  Act.' 

T h e  b o a r d  s h a l l  d e l e g a t e  s u p e r v i s i o n  a n d  a d m i n i s t r a t i o n  to  t he 

E x e c u t i v e  o f f i c e r .

S ec. 1 4 . 4 2 . 1 6 0 .  E X E C U T I V E  O F F I C E R .  T h e  c o r p o r a t i o n  s h a l l  

e m p l o y  a n  e x e c u t i v e  o f f i c e r  w h o  is t h e  e x e c u t i v e  o f f i c e r  of t he 

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 1 7 0 .  E M P L O Y M E N T  O F  P E R S O N N E L .  T h e  e x e c u t i v e  o f f i c e r  

m a y  h i r e  e m p l o y e e s  in t he e x e m p t  s e r v i c e .  T h e  b o a r d  m a y  a p p o i n t

o t h e r  o f f i c e r s  a n d  e n g a g e  p r o f e s s i o n a l s .

Sec .  1 4 . 4 1 . 1 9 0 .  E X E C U T I V E  B U D G E T  A C T .  T h e  o p e r a t i n g  b u d g e t  of 

t h e  c o r p o r a t i o n  is s u b j e c t  to  t he E x e c u t i v e  B u d g e t  A ct.

Sec .  1 4 . 4 1 . 2 0 0 .  G E N E R A L  P O W E R S .  T h e  c o r p o r a t i o n  h a s  th e  p o w e r s  

to s u e  a n d  be  s u e d ,  a d o p t  a n  o f f i c i a l  s e a l ,  e n t e r  i n t o  c o n t r a c t s ,  

r e c e i v e  a n d  a d m i n i s t e r  g i f t s  or g r a n t s  a c c o r d i n g  t o  t h e  t e r m s  a n d  

c o u u i c i o n s  of g i f c  or  g r a n t ,  b o r r o w  m o n e y ,  p a y  n n a n c e  c n a r g e s  a na



i n t e r e s t ,  i n v e s t  m o n e y ,  c o l l e c t  f r o m  b o r r o w e r s ,  g a t h e r  i n f o r m a t i o n  

o n  l o a n s ,  r e q u i r e  a n  e l e g i b l e  i n s t i t u t i o n  to  f i l e  r e p o r t s ,  s e r v i c e  

s t u d e n t  l o a n s ,  o b t a i n  i n f o r m a t i o n  a b o u t  s t u d e n t s  a p p l y i n g  f o r  loans, 

c o n t r a c t  f o r  p u r c h a s e  of s t u d e n t  l o a n s ,  s e l l  or p a r t i c i p a t e  in the 

s a l e  of s t u d e n t  l o a n s ,  m o d i f y  i n t e r e s t  t e r m s  a n d  c o n d i t i o n s  of 

s t u d e n t  l o a n s  b a s e d  o n  c o n t r a c t s  w i t h  b o n d h o l d e r s ,  c o l l e c t  a n d  pay 

r e a s o n a b l e  f e e s  a s  w e l l  as c h a r g e s  in c o n n e c t i o n  w i t h  s t u d e n t  loans, 

e n t e r  i n t o  a g r e e m e n t s  o n  s t u d e n t  l o a n s  c o n c e r n i n g  f e d e r a l  s t u d e n t  

l o a n s ,  e n t e r  i n t o  c o n t r a c t s  w i t h  l e n d e r s ,  a d m i n i s t e r  f e d e r a l  m o n e y ,  

c o n s e n t  to t he m o d i f i c a t i o n  of  t e r m s  o f  t he s t u d e n t  l o a n s ,  e n t e r  

i n t o  a g r e e m e n t s  w i t h  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  , 

p r o c u r e  i n s u r a n c e  a g a i n s t  l o s s e s ,  p r o v i d e  a d v i s o r y  s e r v i c e s  to  

b o r r o w e r s ,  e n t e r  i n t o  c r e d i t  f a c i l i t i y  a g r e e m e n t s  a n d  m a k e  p l e g e s ,  

c o v e n a n t s ,  a n d  a g r e e m e n t s  w i t h  r e s p e c t  to  t he r e p a y m e n t  of 

b o r r o w i n g s  of  t h e  c r e d i t  f a c i l i t y  a g r e e m e n t s ,  d o  a l l  a c t s  n e c e s s a r y  

t o  c a r r y  o u t  t he p o w e r s  i m p l i e d  in t h i s  c h a p t e r .

S ec. 1 4 . 4 2 . 2 1 0 .  S T U D E N T  L O A M  F U N D .  C r e a t e s  a s t u d e n t  l o a n  fund 

i n s i d e  the c o r p o r a t i o n  to  m a k e  s t u d e n t  l o a n s  a n d  s e c u r e  b o n d  i s s u e s  

t h e  p r o c e e d s  of w h i c h  a r e  u s e d  to  make: s t u d e n t  l o a n s .  T h e  s t u d e n t  

l o a n  f u n d  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  A l a s k a  C o m m i s s i o n  on  

P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 2 2 0 .  B O N D S  O F  T H E  C O R P O R A T I O N .  T h e  C o r p o r a t i o n  m ay 

b o r r o w  m o n e y  a n d  i s s u e  b o n d s  s e c u r e d  b y  t he i n c o m e  a n d  r e c e i p t s  f r o m  

s t u d e n t  l o a n s  a n d  o t h e r  a s s e t s .  T h e  b o n d s  a r e  i s s u e d  b y  r e s o l u t i o n s  

o f  t h e  b o a r d .  E a c h  b o n d  i s s u e  s h a l l  h a v e  a m a t u r i t y  of t h i r t y  y e a r s  

or l e s s  a n d  b e  s u b j e c t  to t h e  U n i f o r m  C o m m e r c i a l  C o d e .  T h e  

c o r p o r a t i o n  m a y  n o t  i s s u e  b o n d s ,  o t h e r  t h a n  r e f u n d i n g  b o n d s ,  d u r i n g  

a n y  t w o  c o n s e c u t i v e  f i s c a l  y e a r s  in  an. a g g r e g a t e  a m o u n t  g r e a t e r  t h a n  

$ 1 5 0 , 0 0 0 , 0 0 0  u n l e s s  the l e g i s l a t u r e ,  b y  law, a p p r o v e s  i s s u a n c e  of a 

g r e a t e r  a m o u n t .

Se c .  1 4 . 4 2 . 2 3 0 .  T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S .  I s s u e s  

o f  b o n d s  m a y  be  s e c u r e d  b y  t r u s t  i n d e n t u r e  o r  a g r e e m e n t  b e t w e e n  the 

c o r p o r a t i o n  a n d  m a y  be  a t r u s t  c o m p a n y ,  b a n k  or  n a t i o n a l  b a n k i n g  

a s s o c i a t i o n  i n s i d e  or  o u t s i d e  t h e  s t a t e  b y  s e c u r e d  l o a n  a g r e e m e n t  or  

o t h e r  i n s t r u m e n t  g i v i n g  p o w e r s  t o  a c o r p o r a t e  t r u s t e e  b y  w h i c h  m e a n s  

t h e  c o r p o r a t i o n  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  h o l d e r s  of  the 

b o n d s  t h a t  t he b o a r d  d e c i d e s  d e s i rable! a s  to t h e  d i s p o s i t i o n  o f  the 

p r o c e e d s  of t h e  b o n d s ,  c o l l e c t i o n  of l o a n  p a y m e n t s ,  a s s i g n m e n t  of 

i ts r i g h t s  in s e c u r i t y  i n t e r e s t  c r e a t e d  t o  a t r u s t e e  for t h e  b e n e f i t  

o f  b o n d h o l d e r s ,  c o n d i t i o n s  w h i c h  bonds: m a y  be  i s s u e d ,  v e s t i n g  in 

t r u s t e e  of r i g h t s  a n d  p o w e r s .  P l e d g e  a n d  m o r t g a g e  a s s e t s .  P r o v i d e  

f o r  s e c u r i t y  of  t h e  b o n d s .

Sec .  1 4 . 4 2 . 2 4 0 .  C A P I T A L  R E S E R V E  F U N D S  A N D  C A P I T A L  R E S E R V E  F U N D  

R E Q U I R E M E N T S .  T h i s  s e c t i o n  c r e a t e s  t he C a p i t a l  R e s e r v e  F u n d .  T h e s e  

p a r a g r a p h s  c r e a t e  v.hat is c o m m o n l y  k n e w  a s  t h e  m o r a l  o b l i g a t i o n  of 

t h e  S t a t e  to r e p a y  t h e s e  b o n d s .

S e c .  1 4 . 4 2 . 2 5 0 .  V A L I D I T Y  O F  P L E D G E .  B o n d s  i s s u e d  u n d e r  t h i s  

c h a p t e r  s h a l l  b e  v a l i d  a n d  b i n d i n g  a g a i n s t  a l l  p a r t i e s  h a v i n g  c l a i m  

or a n y  k i n a  t r o m  t h e  c o r p o r a t i o n .



Sec. 1 4 . 4 2 . 2 6 0 .  N O N L I A B I L I T Y  O F  B O N D S .  M e m b e r s  o f  t h e  

c o r p o r a t i o n  a r e  n o t  s u b j e c t  to  p e r s o n a l  l i a b i l i t y  f or i s s u a n c e  of 

t h e  b o n d s .  T h e  b o n d s  i s s u e d  d o  n o t  c o n s t i t u t e  l i a b i l i t y  f o r  t h e  

S t a t e  b ut a r e  p a y a b l e  s o l e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o f  the 

c o r p o r a t i o n .

Sec. 1 4 . 4 2 . 2 6 5 .  U N D E R W R I T E R S .  T h e  S t a t e  P u r c h a s i n g  A c t  (AS

3 6 . 3 0 )  d o e s  n o t  a p p l y  t o  t h e  s e l e c t i o n  of a n  u n d e r w r i t e r  b y  th e  

b o a r d .

Sec. 1 4 . 4 2 . 2 7 0 .  P L E D G E  O F  S T A T E .  T h e  S t a t e  p l e d g e s  n o t  to 

a l t e r  or l i m i t  th e  r i g h t s  o f  b o n d  h o l d e r s  i n t e r e s t  w h e n  t h e  b o n d s  

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

Sec. 1 4 . 4 2 . 2 8 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h e  r e a l  a n d  p e r s o n a l  

p r o p e r t y  of t he c o r p o r a t i o n  a r e  n o t  s u b j e c t  to s t a t e  o r  l o c a l  tax.

Sec. 1 4 . 4 2 . 2 9 0 .  B O N D S  L E G A L  I N V E S T M E N T S  F O R  F I D U C I A R I E S .  B o n d s  

a r e  l e g a l  i n v e s t m e n t s  for a l l  f i d u c i a r i e s  a n d  m u n i c i p a l i t i e s  in the 

S t a t e .

Sec. 1 4 . 4 2 . 3 0 0 .  O P E R A T I O N  O F  C E R T A I N  S T A T U T E S  E X C E P T E D .  T h e  

c o r p o r a t i o n  m a y  n o t  b e  c o n s i d e r e d  or  c o n s t i t u t e  a p o l i t i c a l  

s u b d i v i s i o n  f or t h e  p u r p o s e  of  l e n d i n g  i t ' s  c r e d i t .  T h e  c o r p o r a t i o n  

is n o t  c o n s i d e r e d  a m u n i c i p a l  c o r p o r a t i o n  u n d e r  T i t l e  29. T h e  f u n d s  

a n d  rea l  e s t a t e  of c h e  c o r p o r a t i o n  a r e  n o t  c o n s i d e r e d  p r o p e r t y  of 

t h e  S t a t e .

Sec. 1 4 . 4 2 . 3 1 0 .  A N N U A L  A U D I T .  T h e  c o p o r a t i o n  s h a l l  h a v e  an  

a n n u a l  a u d i t .

Sec. 1 4 . 4 2 . 5 0 0 .  D E F I N I T I O N S .  D e f i n e s  t he c o r p o r a t i o n  a n d  board.

♦ S e c t i o n  2. A S  1 4 . 1 2 . 2 6 5 .  T h e  b o a r d  m a y  s e l e c t  u n d e r w r i t e r s  o n l y  

b y  u s i n g  a c o m p e t i t i v e  m e t h o d .

♦ S e c t i o n  3. A S  1 4 . 1 3 . 0 9 0 ( a ) .  A m e n d s  t h e  p o w e r  o f  t h e  P o s t s e c o n d a r y  

E d u c a t i o n  C o r p o r a t i o n  t o  p a y  t he c o s t  of a d m i n i s t e r i n g  s t u d e n t  l o a n s  

a n d  s e l l  or  a s s i g n  L o a n s  to  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .

♦ S e c t i o n  4. A S  1 4 . 4 3 . 0 9 0 ( d ) .  It  a l l o w s  t h e  s t u d e n t  f i n a n c i a l  a id 

c o m m i t t e e  to s e l l  l o a n s  to  th e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  a n d  

e n t e r  i n t o  a g r e e m e n t s  w i t h  the c o r p o r a t i o n  r e l a t i n g  to l o a n s .

♦ S e c t i o n  5. A S  1 4 . 4 3 . 1 2 0 ( d ) .  S c h o l a r s h i p  l o a n s  m a y  n o t  b e  m a d e  to 

s t u d e n t s  w h o  a t t e n d  an  i n s t i t u t i o n  w h e r e  t h e  d e f a u l t  r a t e  o n  l o a n s  

m a d e  to s t u d e n t s  to  a t t e n d  t he i n s t i t u t i o n  e x c e e d s  t h e  p r o g r a m  

d e f a u l t  r a t e  by  m o r e  t h a n  1 5 0%.

♦ S e c t i o n  6. A S  1 4 . 4 3 . 1 2 0 ( r ). I n t e r e s t  r a t e s  o n  s c h o l a r s h i p  l o a n s  

m a y  b e  m o d i f i e d  to m a i n t a i n  the c o r p o r a t i o n ' s  t a x - e x e m p t  s t a t u s  

u n d e r  the I n t e r n a l  R e v e n u e  C o d e .



♦ S e c t i o n  7. A S  1 4 . 4 3 . 2 5 5 ( a ) .  A m e n d s  t h e  M e m o r i a l  S c h o l a r s h i p  L o a n  

F u n d  to  a l l o w  t h e  l o a n s  to b e  s o l d  or a s s i g n e d  t o  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

''Section 8. A S  1 4 . 4 3 . 2 5 5 ( c ) .  A l l o w s  t h e  S t a t e  A i d  C o m m i t t e e  to 

s e l l  a n d  a d m i n i s t e r  M e m o r i a l  S c h o l a r s h i p  L o a n s  to  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

♦ S e c t i o n  2. A S  1 4 . 4 3 . 6 2 0  A m e n d e d  to  a l l o w  t h e  T e a c h e r  S c h o l a r s h i p  

R e v o l v i n g  L o a n  F u n d  t o  s e l l  or a s s i g n  l o a n s  t o  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n . .

♦ S e c t i o n  10. A S  1 4 . 4 3 . 6 2 0 ( b ) .  T h e  s t u d e n t  f i n a n c i a l  a i d  c o m m i t t e e  

m a y  s e l l  t e a c h e r  s c h o l a r s h i p  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  

C o r p o r a t i o n  a n d  m a y  e n t e r  i n t o  a g r e e m e n t s  r e l a t e d  to s u c h  l o a n s .

♦ S e c t i o n  11. T h e  a c t  t a k e s  e f f e c t  i m m e d i a t e l y .

♦ S e c t i o n  12. T h e  c o m p e t i t i v e  u n d e r w r i t i n g  s e c t i o n  t a k e s  e f f e c t  J u l y  

1, 1 9 8 8 .

I



JO H N  SUND, R E P R E S E N T A T IV E
2505 2nd Avenue 

Ketchikan, Alaska 99901 
(907) 225-5552

F e b r u a r y  3, 1 9 8 7

While in Juneau 
P. O. Box V 

Juneau, Alaska 99811 
(907) 455-4919

M E M O R A N D U M

T O :  H o u s e  H E S S  C o m m i t t e e  M e m b e r s

F R O M :  R e p r e s e n t a t i v e  J o h n  Sur

R E :  H B 3 9  " A n  A c t  r e l a t i n g  t o  s t u d e n t  l o a n s ;  c r e a t i n g  t h e

A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . "

A s  a n  o p t i o n  f o r  r e d u c i n g  t h e  c o s t  o f  t h e  s t u d e n t  l o a n  p r o g r a m  
H B 3 9  e s t a b l i s h e s  a n  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  t o  

a d m i n i s t e r  a n d  f i n a n c e  t h e  s t u d e n t  l o a n  p r o g r a m .  A s  a p u b l i c  

c o r p o r a t i o n  a n d  g o v e r m e n t  i n s t r u m e n t a l i t y  w i t h i n  t h e  

D e p a r t m e n t  o f  E d u c a t i o n ,  t h e  n e w  c o r p o r a t i o n  w o u l d  b e  g r a n t e d  

a u t h o r i t y  t o  b o r r o w  m o n e y  a n d  i s s u e  b o n d s  f o r  t h e  f i n a n c i n g  o f  
s t u d e n t  l o a n s .

A c c o r d i n g  t o  Dr. K e r r y  R o m e s b u r g ,  D i r e c t o r  o f  t h e  C o m m i s s i o n  

o n  P o s t s e c o n d a r y  E d u c a t i o n ,  t h i s  b o n d i n g  l e g i s l a t i o n  w o u l d  

s a v e  m o r e  t h a n  $ 1 4 0  m i l l i o n  i n  t h e  G e n e r a l  F u n d  o v e r  t h e  n e x t  
f i v e  y e a r s ,  a n d  i t  w o u l d n ' t  r e s u l t  i n  i n c r e a s e d  c o s t  u n t i l  

a r o u n d  t h e  y e a r  2 0 1 6 .  T h e  C o m m i s s i o n  s u p p o r t s  t h e  p r o p o s a l  a s  
i t  w o u l d  e n s u r e  t h a t  t h e  s t u d e n t  l o a n  p r o g r a m  i s  m a i n t a i n e d  a t  
i t s  a n n u a l  l e v e l  o f  $ 8 0  - $ 1 0 0  m i l l i o n  p e r  y e a r .

F u n d i n g  o f  t h e  l o a n s  t h r o u g h  b o n d s  i s  c e n t r a l  t o  t h e  
c o n t i n u a t i o n  o f  t h e  p o p u l a r  s t u d e n t  l o a n  p r o g r a m .  I t  i s  
u n l i k e l y  t h a t  f u t u r e  s t a t e  r e v e n u e s  w i l l  p e r m i t  l a r g e  
a p p r o p r i a t i o n s  t o  f u n d  l o a n s .



MEMORANDUM State of Alaska
Office o f the Governor
Division of Policy

TO: M a r y  H a l l o r a n  

D i r e c t o r
DATE: J a n u a r y  11 , 1987

FROM: Jack K r e i n h e d e r  
Se n i o r  A n a l y s t /  ,

( / •

PHONE: 4 6 5 -3 5 68

SU8JECT: Up d a t e  on S t u d e n t  Loan O p t i o n s

This m e m o r a n d u m  b r i e f l y  s u m m a r i z e s  the work Jack F a r g n o i i  a n d  I 

have d o n e  d u r i n g  the last week on o p t i o n s  for r e d u c i n g  the cost of 

the student loan program.

F e d e r a l  GSL P r o g r a m

The F e d e r a l  G u a r a n t e e d  S t u dent Loan (GSL) p r o g r a m  does not a p p e a r

to o f f e r  s u b s t a n t i a l  s a v ings to the S t ate by i n c o r p o r a t i n g  it into 

the A l a s k a  s t u dent loan program. A c c o r d i n g  to  data c o l l e c t e d  by 

the C o m m i s s i o n  on P o s t e c o n d a r y  E d u c a t i o n  (A C P E ) , less than 12 

p e r c e n t  of the s t u d e n t s  n o w  'receiving A l a s k a  student loans w o u l d  

p r o b a b l y  meet the r e c e n t l y  r e v i s e d  G S L  r e q uirements. These 

req-. irements have be e n  t i g h t e n e d  in the last year, and about 

o n e - t h i r d  of those st u d e n t s  r e c e i v i n g  G S T ' s  n a t i o n a l l y  are e x p e c t a a  

not to q u a l i f y  u n d e r  the new requir e m e n t s .  In addition, sr.e J S L  

p r o g r a m  does not include regional d i f f e r e n t i a l s  in the t u a i r f y i r . a  

income criteria, so that a mu c h  lower p e r c e n t a g e  tf A l a s k a  ; sucer.s:: 

w o u l d  q u a l i f y  than w o u l d  on a n a t i o n a l  basis, b e c a u s e  : ':.e _ :r e r



i n c o m e  l e v e l s  in A l a s k a .  In 1985, A l a s k a  h a d  t h e  h i g h e s t  p e r  

c a p i t a  i n c o m e  in t h e  n a t i o n ,  w i t h  i n c o m e  l e v e l s  31 p e r c e n t  a b o v e  

t h e  n a t i o n a l  a v e r a g e .

»

T h e  p r i m a r y  G S L  p r o g r a m  p a y s  f o r  the a c c r u e d  i n t e r e s t  o n  l o a n s  

w h i l e  a s t u d e n t  is in s c h o o l .  T h e r e  is a s e c o n d  G S L  p r o g r a m  w h i c h  

is n o t  n e e d s - b a s e d ,  b u t  u n d e r  w h i c h  l o a n s  a c c r u e  i n t e r e s t  d u r i n g  

t h e  s c h o o l  y e a r s .  T h e  s t u d e n t  t h e n  b e g i n s  r e p a y i n g  t h i s  a c c r u e d  

i n t e r e s t ,  t o g e t h e r  w i t h  t h e  p r i n c i p a l  a n d  a d d i t i o n a l  i n t e r e s t ,  u p o n  

g r a d u a t i o n .  T h i s  p r o g r a m  h a s  h a d  low p a r t i c i p a t i o n  to c a t e  b e c a u s e  

o f  its l e s s  fa o r a b l e  t e r m s .

T h e  B o n d i n g  O p t i o n

T h e  b o n d i n g  p r o p o s a l  d e v e l o p e d  b y  J o h n  N u v e e n  & Co. h a s  b e e n  

r e v i s e d  s i n c e  I s u m m a r i z e d  it in m y  m e m o  o f  11/86. T h e  m a j o r  

c h a n g e s  are t h a t :

1. T h e  r e v i s e d  p r o p o s a l  w o u l d  a l l o w  for g r a d u a l  g r o w t h  in the 
l o a n  p r o g r a m ,  r a t h e r  t h a n  b e i n g  f i x e d  at S80 m i l l i o n  in 
l o a n s  p e r  yea r .  H o w e v e r ,  t h e  ra t e  o f  g r o w t h  w o u l d  b e  m u c h  
l o w e r  t h a n  t h e  r e c e n t  r a t e  of i n c r e a s e  in s t u d e n t  l o a n  
d e m a n d .

2. U n d e r  t h e  r e v i s e d  p r o p o s a l ,  the s t u d e n t  lean p r o g r a m  w o u l d  
n o t  b e c o m e  s e l f - s u p p o r t i n g ,  but w o u l d  c o n t i n u e  to r e l y  on 
a n n u a l  G.F. a p p r o p r i a t i o n s  of $25 m i l l i o n  p e r  y e a r  :o sever 
t h e  c o s t  of f o r g i v e n e s s ,  d e f a u l t ,  a n d  the i n t e r e s t  g r a c e  
p e r i o d .

3. A  m o r a l  o b l i g a t i o n  p l e d g e  o f  t h e  S t a t e  w o u l d  b e  n e c e s s a r y  - :  

b a c k  t h e  r e v e n u e  b o n d s  s o l d  to f i n a n c e  s t u d e n t  loans.

T a b l e  1 c o m p a r e s  t h e  g e n e r a l  f u n d  r e q u i r e m e n t s  u n . e e r



'

m a t c h e d  t o  N u v e e n ' s  p r o p o s a l  to a l l o w  an a c c u r a t e  c o m p a r i s o n .  T h e  

c o m p a r i s o n  s h o w s  t h a t  if t h e  p r o g r a m  w e r e  t o  be m a i n t a i n e d  at t h e  

$ 8 0  - $ 1 0 0  m i l l i o n  level, b o n d i n g  w o u l d  s a v e  a b o u t  $ 1 9 2  m i l l i o n  f r o m  

F Y  88 - F Y  95.

T h e r e a f t e r ,  b o n d i n g  w o u l d  b e c o m e  m o r e  e x p e n s i v e  t h a n  t h e  c u r r e n t  

p r o g r a m ,  b e c a u s e  u n d e r  t h e  c u r r e n t  p r o g r a m ,  t h e  g r o w t h  in l o a n  

r e p a y m e n t s  w o u l d  a l l o w  G.F. a p p r o p r i a t i o n s  t o  be r e d u c e d  to le s s  

t h a n  $ 2 5  m i l l i o n .  3 y  t h e  y e a r  2011, b o n d i n g  w o u l d  c o s t  a b o u t  $ 1 7  

m i l l i o n  m o r e  t h a n  t h e  c u r r e n t  p r o g r a m .  In p r e s e n t  v a l u e  terms, 

o v e r  t h e  p e r i o d  f r o m  F Y  88 t o  2011, b o n d i n g  w o u l d  save a b o u t  $1 0 0  

m i l l i o n  (at a d i s c o u n t  r a t e  o f  9 p e r c e n t ) .

A l t h o u g h  N u v e e n ' s  b o n d i n g  a p p r o a c h  w o u l d  b e  m o r e  e x p e n s i v e  in 

n o m i n a l  d o l l a r s  t h a n  t h e  c u r r e n t  p r o g r a m  in t h e  lo n g  run, it w o u l d  

o f f e r  m a j o r  G.F. s a v i n g s  o v e r  the n e x t  s e v e n  y e a r s  LL  t h e  s t u d e n t  

l o a n  p r o g r a m  is to b e  m a i n t a i n e d  n e a r  its c u r r e n t  l e vel.

As w i t h  t h e i r  e a r l i e r  p r o p o s a l ,  N u v e e n ' s  r e v i s e d  p r o g r a m  c o u l d  be 

t e r m i n a t e d  at a n y  p o i n t  w i t h o u t  a c o n t i n g e n t  l i a b i l i t y  for t h e  

S t a t e ;  t h a t  is, no S t a t e  f u n d s  w o u l d  b e  r e q u i r e d  to p a y  o f f  

p r e v i o u s l y  i s s u e d  b o n d s  ( b a r r i n g  a m a j o r  i n c r e a s e  in d e f a u l t  

r a t e s ) .

A n  a l t e r n a t i v e  b o n d i n g  p r o p o s a l  h a s  b e e n  s u b m i t t e d  to the A C S S  

t h e  i n v e s t m e n t  f i r m  of R a u s c h e r  P i e r c e  R e f s n e s ,  Inc. T h i s  c r r p c s a .  

was s u m m a r i z e d  in m y  11/ 8 6  m e m o  a n d  a p p e a r e d  to r e q u i r e  an 

u n a c c e p t a b l e  l e v e l  o f  f i n a n c i a l  c o m m i t m e n t  fr o m  the It ate. I'r- r e  

a t t r a c t i v e  f e a t u r e  o f  the R a u s c h e r  p r o p o s a l  is t h e  : •- -:

) »



v a r i a b l e  r a t e  f i n a n c i n g .  T h i s  t y p e  of f i n a n c i n g  c o u l d  a l l o w  m a j o r  

s a v i n g s  if t h e  b o n d i n g  a p p r o a c h  is t o  be p u r s u e d .  V a r i a b l e  r a t e  

f i n a n c i n g  c o u l d  p r o b a b l y  b e  a r r a n g e d  b y  N u v e e n  a n d  o t h e r  firms, as 

w e l l .

O t h e r  P o t i o n s

U n d e r  t h e  c u r r e n t  l o a n  p r o g r a m ,  the i s s u a n c e  of $ 8 0  m i l l i o n  in 

s t u d e n t  l o a n s  i n c l u d e s  a b o u t  $22 m i l l i o n  in s u b s i d i e s  w h i c h  w i l l  

n o t  b e  r e c o v e r e d  b y  t h e  S t a t e .  T h e s e  s u b s i d i e s  a r e  t h e  f o r g i v e n e s s  

p r o v i s i o n  a n d  t h e  i n t e r e s t  g r a c e  p e r i o d  w h i l e  s t u d e n t s  a r e  in 

s c h o o l .  R e d u c i n g  o r  e l i m i n a t i n g  t h e s e  s u b s i d i e s  w o u l d  s a v e  g e n e r a l  

f u n d s  u n d e r  b o t h  t h e  c u r r e n t  p r o g r a m  a n d  t h e  b o n d i n g  a p p r o a c h .

F o r g i v e n e s s . A l t h o u g h  t h e  a m o u n t  o f  f o r g i v e n e s s  u n d e r  S t a t u t e  is 

u p  to 50 p e r c e n t ,  t h e  c o s t  o f  t h e  f o r g i v e n e s s  p r o v i s i o n  f o r  c u r r e n t  

l o a n s  is c u r r e n t l y  a b o u t  17 p e r c e n t .  M o s t  s t u d e n t s  d o  n o t  q u a l i f y  

for, o r  do n o t  t a k e  a d v a n t a g e  of, t h e  fu l l  a m o u n t  o f  f o r g i v e n e s s  

a u t h o r i z e d .  At 17 p e r c e n t ,  f o r g i v e n e s s  a m o u n t s  to $ 1 3 . 6  m i l l i o n  of 

an $80 m i l l i o n  l o a n  l e v e l .  H o w e v e r ,  e l i m i n a t i n g  f o r g i v e n e s s  w o u l d  

n o t  s a v e  t h i s  a m o u n t  i m m e d i a t e l y ,  b e c a u s e  s t u d e n t  l o a n s  d o  not 

e n t e r  r e p a y m e n t  f o r  o n e  to fi v e  y e ars. C o l u m n  5 in T a b l e  1 s n o w s  

t h a t  d r o p p i n g  f o r g i v e n e s s  w o u l d  sa v e  a b o u t  $ 3 . 3  m i l l i o n  in F Y  33, 

g r a d u a l l y  i n c r e a s i n g  to $ 1 5 . 2  m i l l i o n  b y  F Y  2011.

Interest G r a c e  P e r i o d . Currently, interest does not b e g i n  to 

a c c r u e  on s t u dent loans until one year after g r aduation, when 

r e p a y m e n t  commences. The cost of this interest :eferra_ . - .t



THIS DOCUMENT  
HAS BEEN REPHOTOGRAPHED  

TO ASSURE L E G IB IL IT Y



m a t c h e d  t o  N u v e e n ' s  p r o p o s a l  t o  a l l o w  a n  a c c u r a t e  c o m p a r i s o n .  The 

c o m p a r i s o n  s h o w s  that if t h e  p r o g r a m  w e r e  t o  be m a i n t a i n e d  at the 

$ 8 0  - $ 1 0 0  m i l l i o n  level, b o n d i n g  w o u l d  s a v e  a b o u t  $192 m i l l i o n  f r o m  

F Y  88 - F Y  95.

T h e r e a f t e r ,  b o n d i n g  w o u l d  b e c o m e  m o r e  e x p e n s i v e  than t h e  c u r r e n t  

p r o g r a m ,  b e c a u s e  u n d e r  t h e  c u r r e n t  p r o g r a m ,  t h e  g r o w t h  in l o a n  

r e p a y m e n t s  w o u l d  a l l o w  G . F .  a p p r o p r i a t i o n s  t o  be r e d u c e d  to less 

t h a n  $ 2 5  m i l l i o n .  By t h e  y e a r  2011, b o n d i n g  w o u l d  c o s t  a b o u t  $17 

m i l l i o n  m o r e  t h a n  the c u r r e n t  p r o g r a m .  In p r e s e n t  v a l u e  terms, 

o v e r  t h e  p e r i o d  f r o m  F Y  88 t o  2011, b o n d i n g  w o u l d  save a b o u t  $1 0 0  

m i l l i o n  (at a d i s c o u n t  r a t e  o f  9 p e r c e n t )  .

A l t h o u g h  N u v e e n ' s  b o n d i n g  a p p r o a c h  w o u l d  b e  m o r e  e x p e n s i v e  in 

n o m i n a l  d o l l a r s  t h a n  t h e  c u r r e n t  p r o g r a m  in t h e  long run, it w o u l d  

o f f e r  m a j o r  G.F. s a v i n g s  o v e r  t h e  n e x t  s e v e n  y e a r s  i f  t.ie s t u d e n t  

l o a n  p r o g r a m  is to be m a i n t a i n e d  n e a r  its c u r r e n t  level.

As w i t h  t h e i r  e a r l i e r  p r o p o s a l ,  N u v e e n ' s  r e v i s e d  p r o g r a m  c o u l d  be 

t e r m i n a t e d  a t  a n y  poi n t  w i t h o u t  a c o n t i n g e n t  l i a b i l i t y  f o r  the 

S t a t e ;  t h a t  is, n o  S t a t e  f u n d s  w o u l d  be r e q u i r e d  to p a y  o f f  

p r e v i o u s l y  i s s u e d  b o n d s  ( b a r r i n g  a m a j o r  i n c r e a s e  in defau' . 

rates) .

A n  a l t e r n a t i v e  b o n d i n g  p r o p o s a l  h a s  b e e n  s u b m i t t e d  t o  t h e  A C P S  

the i n v e s t m e n t  f i r m  of R a u s c h e r  P i e r c e  R e f s n e s ,  Inc. T h i s  o r s p r s a .  

was s u m m a r i z e d  in my 1 1 / 8 6  m e m o  a n d  a p p e a r e d  t o  r e q u i r e  a n  

u n a c c e p t a b l e  l e v e l  of f i n a n c i a l  c o m m i t m e n t  f r o m  t h e  It a t e .  I'- -  - r e  

a t t r a c t i v e  f e a t u r e  of t h e  R a u s c h e r  p r o p o s a l  is t h e  o r  t o :--: -- -f



v a r i a b l e  r a t e  f i n a n c i n g .  T h i s  ty p e  of f i n a n c i n g  c o u l d  a l l o w  m a j o r  

s a v i n g s  if t h e  b o n d i n g  a p p r o a c h  is t o  b e  p u r s u e d .  V a r i a b l e  rate 

f i n a n c i n g  c o u l d  p r o b a b l y  b e  a r r a n g e d  b y  N u v e e n  a n d  o t h e r  firms, as 

w e l l .

O t h e r  O p t i o n s

U n d e r  t h e  c u r r e n t  lo a n  p r o g r a m ,  the i s s u a n c e  o f  $80 m i l l i o n  in 

s t u d e n t  l o a n s  i n c l u d e s  a b o u t  $22 m i l l i o n  in s u b s i d i e s  w h i c h  w i l l  

not b e  r e c o v e r e d  b y  t h e  S t a t e .  T h e s e  s u b s i d i e s  are the f o r g i v e n e s s  

p r o v i s i o n  a n d  t h e  i n t e r e s t  g r a c e  p e r i o d  w h i l e  s t u d e n t s  a r e  in 

s c h o o l .  R e d u c i n g  or e l i m i n a t i n g  t h e s e  s u b s i d i e s  w o u l d  s a v e  g e n e r a l  

f u n d s  u n d e r  b o t h  t h e  c u r r e n t  p r o g r a m  a n d  t h e  b o n d i n g  a p p r o a c h .

F o r g i v e n e s s . A l t h o u g h  t h e  a m o u n t  of f o r g i v e n e s s  u n d e r  S t a t u t e  is 

up t o  50 p e r c e n t ,  t h e  c o s t  o f  t h e  f o r g i v e n e s s  p r o v i s i o n  f o r  c u r r e n t  

l o a n s  is c u r r e n t l y  a b o u t  17 p e r c e n t .  M o s t  s t u d e n t s  do n o t  q u a l i f y  

for, o r  d o  n o t  t a k e  a d v a n t a g e  of, the f u l l  a m o u n t  o f  f o r g i v e n e s s  

a u t h o r i z e d .  A t  17 p e r c e n t ,  f o r g i v e n e s s  a m o u n t s  to $ 1 3 . 5  m i l l i o n  of 

an $80 m i l l i o n  l o a n  l e v e l .  H o w e v e r ,  e l i m i n a t i n g  f o r g i v e n e s s  w o u l d  

not s a v e  t h i s  a m o u n t  i m m e d i a t e l y ,  b e c a u s e  s t u d e n t  loans d o  n o t  

e n t e r  r e p a y m e n t  for o n e  t o  f i v e  y e ars. C o l u m n  5 in T a b l e  1 s n o w s  

t h a t  d r o p p i n g  f o r g i v e n e s s  w o u l d  save a b o u t  $3.3 m i l l i o n  in F Y  33, 

g r a d u a l l y  i n c r e a s i n g  to $ 1 5 . 2  m i l l i o n  b y  F Y  2011.

I n t e r e s t  G r a c e  P e r i o d . C u r r e n t l y ,  i n t e r e s t  d o e s  not b e g i n  to 

a c c r u e  o n  s t u d e n t  loans u n t i l  o n e  y e a r  a f t e r  g r a d u a t i o n ,  vn a n  

r e p a y m e n t  c o m m e n c e s .  T h e  c o s t  of th i s  i n t e r e s t  :eferra_ .r



10 p e r c e n t  o f  the lo a n  amount, o r  $8 m i l l i o n  for $80 m i l l i o n  in 

s t u d e n t  l o a n s .

T w o  o p t i o n s  e x i s t  for r e d u c i n g  t h i s  cost: T h e  i n t e r e s t  c o u l d  a c c r u e  

d u r i n g  t h e  s c h o o l  years, to be r e p a i d  a f t e r  g r a d u a t i o n  ( s i m i l a r  to 

t h e  G S L  u n s u b s i d i z e d  p r o g r a m ) , or s t u d e n t s  c o u l d  b e  r e q u i r e d  to 

m a k e  i n t e r e s t - o n l y  p a y m e n t s  w h i l e  in s c h o o l .  3 o t h  o p t i o n s  w o u l d  

t e n d  t o  i n c r e a s e  s t u d e n t  i n d e b t e d n e s s .  U n d e r  the s e c o n d  o p t i o n ,  

s t u d e n t s  w o u l d  t e n d  to b o r r o w  m o r e  in o r d e r  to c o v e r  t h e  c o s t  of 

t h e  i n t e r e s t  p a y m e n t s .



TABLE 1

COMPARISON OF GENERAL FUND REQUIREMENTS FOR 
CURRENT STUDENT LOAN PROGRAM 

AND NUVEEN BONDING PROPOSAL 
(nominal doflars)

Loan Loan Loan Loan General Fund General Fund Savings(Cost)
Fiscal Year Awards Volume Collections Forgiveness Requirement With Bonding With Bonding

2 3 4 5 6 7 8

1988 17,204 $80,000,000 $23,298,455 $3,786,944 $56,701,545 $20,000,000 $36,701,545
1989 16,738 80,345,504 27,587,414 4,441.374 52,758,090 25,000,000 27,758,090
1990 16,381 80,676,052 33,387,487 5,326,377 47,288,565 25,000,000 22.288,565
1991 16,044 81,024,565 40,624,030 6,430,564 50,400,535 25,000,000 25,400,535
1992 16,248 82,865,042 44,721,848 7,584,355 53,143,194 25,000,000 28,143,194
1993 16,491 85,341,434 52,739,315 8,745,092 52,602,119 25,000,000 27,602,119
1994 16,708 87,298,990 56,381,286 9,831,303 45,917,704 25,000,000 20,917,704
1995 16,675 88,375,670 59,929,106 10,789,747 28.446,564 25,000,000 3,446,564
1996 16,653 88,261,738 63,349,462 11,571,82? 24,912,276 25,000,000 (87,724)
1997 16,416 87,007,173 66,563,505 12,187.296 20,443,668 25,000,000 (4,556,332)
1998 16,018 84,895,801 69,475,575 12,679,094 15,420,226 25,000,000 (9,579,774)
1999 16,745 88,748,536 71,991,794 13,069,109 16,756,742 25,000,000 (8,243,258)
2000 17,201 91,166,845 74,056,739 13,360,407 17,110,106 25,000,000 (7,889,894)
2001 17,546 92,991,621 76,271,198 13,587,333 16,720,423 25,000,000 (8,279,577)
2002 17,765 94,155,886 78,537,715 13,750,923 15,618,171 25,000,000 (9,381,829)
2003 17,949 95,130,963 80,787,019 13,899,705 14,343,944 25,000,000 (10,656.056)
2004 18,154 96,214,236 82,951,870 14,064.996 13,262,366 25,000,000 (11,737,634)
2005 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000 (12,666,377)
2006 18,578 98,462,230 86,996,273 14,408,006 11,465,957 25,000,000 (13,534,043)
2007 18,773 99,498,206 88,906,992 14,566,080 10,591,214 25,000,000 (14.408,786)
2008 18,960 100,489,383 90,752,988 14,717,319 9,736,395 25,000,000 (15,263,605)
2009 18,965 101,518,364 92,532,964 14,874,404 8,985,400 25,000,000 (16,014,600)
2010 19,375 102,687,093 94,248,233 15,052,656 8,438,860 25,000,000 (16,561,140)
2011 19,621 103,992,073 95,908,070 15,251,776 8,084.003 25,000,000 (16.915.9971

TOTALS 419,576 2 188,496,797 1, 637,015.107 278,214,892 611,481,690 595,000,000 16.481,690

Present Value of Bonding 101.318,127
NOTE: General Fund Requirements shown in FY 88-91 Savings (Cost)
are increased by a total of $60 million to provide (@9% discoun rate)
adequate cash flow for fall loan disbursements.

FY 91 lncrease= $10 million 
FY 92 lncrease= $15 million 
FY 91 lncrease= $20 million 
FY 91 lncrease= $15 million

1/10/87
JK/Divison of Policy 
Office cf the Governor 
Source: ACPE
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JU N E A U . A L A S K A  99811  
P HO N E: (9 07 ) 465-2854

J a n u a r y  16, 198 7

T h e  H o n o r a b l e  N i i l o  E. K o p o n e n  

A l a s k a  H o u s e  of  R e p r e s e n t a t i v e s  

P.O. B o x  V

Juneau, A l a s k a  9 9 8 1 1  

Dear R e p r e s e n a t i v e  Koponen:

E n c l o s e d  is a c o p y  of  "The A l a s k a  S t u d e n t  L o a n  P r o g r a m :  15 Y e a r s  of

H e l p i n g  A l a s k a n s . "  T h i s  r e p o r t  is s u b m i t t e d  in r e s p o n s e  to  t h e  c h a r g e  b y  

the F o u r t e e n t h  A l a s k a  s t a t e  L e g i s l a t u r e  i n c l u d e d  in  S C S C S H B 1 6 1 .

T h e  r e p o r t  c o n t a i n s  a v e r y  b r i e f  h i s t o r y  of t h e  A l a s k a  s t u d e n t  L o a n  

P r o g r a m  a n d  s u m m a r y  i n f o r m a t i o n  o n  l o a n  a w a r d s ,  a t t e n d a n c e ,  p a t t e r n s ,  l o a n  

r e p a y m e n t ,  a n d  l o a n  d e f a u l t ,  in s p e c i f i c  r e s p o n s e  t o  S C S C S H B 1 6 1 ,  t h e  

r e p o r t  a l s o  c o n t a i n s  a l i s t i n g  of t he w i d e  v a r i e t y  of p r o g r a m  c h a n g e s  

w h i c h  h a v e  b e e n  e x p l o r e d  o v e r  t h e  p a s t  f e w  y e a r s  a n d  t h e  r e c o m m e n d a t i o n s  

w h i c h  h a v e  r e s u l t e d .

A t  t h i s  t i me, t he A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  b e l i e v e s  

t he b e s t  m e t h o d  of r e d u c i n g  G e n e r a l  F u n d  d e m a n d  w h i l e  p r e s e r v i n g  t h e  

f u n d a m e n t a l  p h i l o s o p h y  a nd p u r p o s e  o f  t he A l a s k a  S t u d e n t  L o a n  P r o g r a m  is 

to p a r t i a l l y  f u n d  s t u d e n t  l o a n s  w i t h  t a x  e x e m p t  r e v e n u e  b o n d s ,  s u c h  a n  

a p p r o a c h  c o u l d  r e d u c e  G e n e r a l  F u n d  r e q u i r e m e n t s  b y  o v e r  $ 1 5 0 . 0  m i l l i o n  

o v e r  t h e  n e x t  f i v e  y e a r s  a n d  n ot r e q u i r e  p r o g r a m m a t i c  c h a n g e s  w h i c h  c o u l d  

r e s u l t  in r e s t r i c t e d  a c c e s s  t o  A l a s k a n s .

T h e  d e t a i l e d  1985--86 S t u d e n t  F i n a n c i a l  A i d  R e p o r t  for A l a s k a ,  w h i c h  

c o n t a i n s  q u i t e  s p e c i f i c  i n f o r m a t i o n  o n  t he 1 9 8 5 - 8 6  s t u d e n t  l o a n  p r o g r a m ,  

W I C H E  S t u d e n t  E x c h a n g e ,  S t a t e  E d u c a t i o n a l  i n c e n t i v e  G r a n t  P r o g r a m ,  a n d  

T e a c h e r  s c h o l a r s h i p  L o a n  P r o g r a m ,  w a s  d i s t r i b u t e d  O c t o b e r  31, 1986. If 

y o u  d i d  n o t  r e c e i v e  a c o p y  or w o u l d  a p p r e c i a t e  a c o p y  at t h i s  t i me, 

p l e a s e  let m e  know.

I l o o k  f o r w a r d  to  w o r k i n g  w i t h  y o u  t h i s  s e s s i o n  a n d  w i l l  be  h a p p y  to 

a s s i s t  in a n y  w a y  I can.

Sincerely,

E x e c u ti v e  Direct o r

E n c l o s u r e

0 5 - F 3 4 L H
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(7) HOUSE COMMITTEE REPORT
D a t e  r e f e r r e d :  1 / 1 9 / 8 7  F U R T H E R  R E F E R R A L S :  F i n a n c e

H e a l t h ,  E d u c a t i o n  a n d  -------------

T h e  S o c i a l  S e r v i c e s _______________ C o m m i t t e e  h a s  c o n s i d e r e d  H B  39

" A n  A c t  r e l a t i n g  t o  s t u d e n t  l o a n s ;  c r e a t i n g  t h e  A l a s k a  S t u d e n t  L o a n  
C o r p o r a t i o n ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS:

[ ■/. ] r e p l a c e  w i t h  C 5  H'fc>3 ^

[ ] a t t a c h e d  amendment(s)

d o  pa ss  

d o  n o t  pass 

n o  r e c o m m e n d a t i o n  

individual r e c o m m en d at io ns  

a d d i t i o n a l  ref er ra l  to the

[ yr ] t h e  s a m e  t i t l e  

[ ] a n e w  t i t l e

C o m m i t t e e

ADOPTS: [ ] l e t t e r  o f  i n t e n t

ATTACHES HEW F I S C A L  N O T E ( s ) : 

[j<] f i s c a l  i m p a c t  

[ ] z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

[

[

] s a m e  a s  p r e v i o u s  f i s c a l  n o t e  

p u b l i s h e d  __________________________

] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ____________________

SIGHING OTHER RECOMMENDATIONS:

O u
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5-0317 B ^
Cook
2/11/87

Or ig i na l sponsors: Sun d and K o p o n e n

BY THE H E A L T H , E D U C A T I O N  AND 
IN THE H O US E SOCI AL SERVICES C OM M IT T EE

CS F O R  HOU SE  BI LL  NO. 39 (HESS)

IN T H E ’LEG I S L A T U R E  OF THE STATE OF A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I RS T  SESSION

A  BILL

For an Ac t  entitled: "An Act r e l a t i n g  to student loans; creating  the

Ala sk a Student L o a n  Corporation; and pr o vi d in g for an 

8 | e ff ec ti ve date."

91 BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

10 I
1 * Section  1. AS 14.42 is am en d ed  by ad di ng  n e w  sections to read:
li

1111 A R T I C L E  2. A L A S K A  S T U D E N T  L O A N  CORPORATION.

12 ■
, Sec. H . 4 2 . 1 0 0 .  C R E A T I O N  OF  A L A S K A  STUDENT LOAN CORPORATION.

13 i
There is created the A l a s k a  Studen t Lo an  Corporation. The corpora ti on  

is a p ublic corp o ra ti o n and go v er n m e n t  i n st r umenta li ty  w i t h i n  the
I

15
D e p a r t m e n t  of E d u c a t i o n  but h a v i n g  a legal exist ence i n depend en t of

16
and se pa rate from the state. The c o r p o r a t i o n  m a y  not be t e rm in a t e d  as 

long as it has bonds, notes, or o t he r  obligations outstanding. Upon

18 l‘
termi n at i on  of the corporation, its rights and p r o p er t y pass to the

19i s t a t e .

20  '

Sec. 14.42.110. P U RP O SE  OF CORPORATION. Tie pu rp ose of the
i;

21
co rp o r at i on  is to improve h i g h e r  e d u ca t io na l  o p po rt unities  for resi-

22 i
dents of the state in a c c or d an ce  w i t h  this chapter.

Sec. 14.42.120. C O R P O R A T I O N  G O V E R N I N G  BODY. (a) The corpor-

24 I1
ation shall be g o v e r n e d  b y  a b o a r d  of directors a p pointe d by the

25
g o v er no r  consist in g  of four m e m b e r s  of the Alask a C om mi ssion on Post-

26
se co n da r y Education, each of w h o m  is selec te d for the c om m is si o n u nder 

AS 14.42.015(a)(1) - (2), (4) - (6), (8) or (9) and one m e m b e r  of the

28
c o m m i s s i o n  s e le ct ed u n d e r  AS  14.42.015(a)(3). Members of the bo ar d

2 9
serve w i t h o u t  c om pe n s a t i o n  but are e n t it l ed  to per diem and travel

- 1 -  CSHB 3 9 (H ESS )
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exp enses a u th o ri z ed  by law for boards and commissions.

(b) The b o ar d shall elect a ch ai r ma n  from among its member sh ip  

at its a n nu al  m e e t i n g  each year. A  m a j o r i t y  of the m e m be r s constitute 

a q u o r u m  for or g an i zi n g the board, co n du c t i n g  its business, and e x e r­

cising the powers of  the corporation.

Sec. H . 42.130. M E E T IN G S OF  TH E  BOARD. (a) The bo a rd  shall

me et at the call of its c h ai rm an  and at ot her times as the bo a rd  may 

d et e rm in e in accord an c e w i t h  its regulations.

(b) P u b l i c  n o t i c e  o f  a m e e t i n g  o f  t h e  b o a r d  at w h i c h  the i s s u ­

a n c e  o f  c o r p o r a t i o n  b o n d s  is a u t h o r i z e d  s h a l l  b e  p r o v i d e d  at l e a s t  24 

h o u r s  b e f o r e  t h e  m e e t i n g .

Sec. 14.42.140. M I N U TE S OF MEETING S.  The board shall keep

mi nu te s of each m e e t i n g  and send a c e r t i f ie d copy to the governor and 

to the L e g i s l a t i v e  Budget  and Au di t Committee.

Sec. 14.42.150. A D M I N I S T R A T I O N  OF AFFAIRS. The board shall 

m anage the assets and busi ne ss of the c or p or a ti o n and ma y  adopt bylaws 

and regulations, in acco rd a nc e  w i t h  the A d m i n i s t r a t i v e  Proced ur e Act

(AS 44.62), g o ve rn i ng  the m a nn e r in w h i c h  the busi ness of the c o r p o­

ration is conduct ed  and the m a n n e r  in w h i c h  its powers are exercised. 

The b o a r d  shall d e le ga te s u p er v is io n  of the ad m i ni s tr at i on  of the 

c o r p o r a t i o n  to the ex e cu ti ve offi c er  of the corporation.

Sec. 14.42.160. E X E C U T IV E OFFICER. The ex ecutive office r of the 

C o mm i s s i o n  on Po s ts e c o n d a r y  E d u c a t io n  a p po i n t e d  un de r AS 14.42.040(a) 

shall serve as ex e cutiv e officer of  the corporation.

Sec. 14.42.170. E M PL O Y M E N T  OF  PERSONNEL. The executive officer 

m a y  hire employees of the c o r po r at i on  and, subject to the approval of 

the board, engage pr of e s s i o n a l  and te ch ni cal advisors under contract 

w i t h  the corporation. The b oard m a y  appo i nt  other officers and engage 

p ro f essiona l and technica l advisors as indepen de nt  contractors. The 

CSHE 3 9 (HESS) -2-



b o ar d  shall p re sc r ib e  the duties and c o m pe n sa t io n  of co rporation 

personnel, in cl ud in g the ex e cu ti ve  officer.
V
t

Sec. 14.42.190. BUDGET. The op e ra ti ng budget of the corporation 

is su bject to AS 37.07 (Executive Budget Act).

Sec. 14.42.200. G E N E R A L  POWERS. In addit io n to other powers 

gr an te d in this chapter, the co rp or at i on  m a y

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

(2) adopt an of fi c ia l  seal;

(3) adopt r e gu l at io n s under AS 44.62 (Ad ministrative P r o c e­

dure Act) to carry out the p ur poses of this chapter;

(4) make and execu te  agreements, contracts, and other i n­

struments n e c e s s a r y  or c on venient  in the exercise of the powers and 

functions of the corporation, including  contracts wi th  a pe rs on or 

g o v er nm e nt a l entity;

(5) receive, administer, and c ompl y w i t h  the conditions and 

r eq u ir em en ts r e sp ec t i n g  any appropriation, gift, grant, or d onation  of 

pr op e rt y or money;

(6) b o r r o w  m o n e y  as p r o v i d e d  in this chapte r to carry out

its corporate pur po se s and issue its ob l ig at ions as evidence of the

b o r r o w i n g ;

(7) include in a b o r r o w i n g  the amounts to p ay  financing

charges, interest on the o b l ig a ti on s  for a period not ex c ee di ng one 

year after the date on w h i c h  the c o rp or a ti o n estimates funds will 

otherwise  be av ailable  to p a y  the interest, consultant, a d v i s or y  and 

legal fees and other expen ses n e c e s s a r y  or incident to the borrowing;

(8) invest or reinvest, subjec t to its contracts wi th

note h ol de r s and b o n d h o l d e r s , m o n e y  h e l d  b y  the c or po ration in o b l i g a­

tions or other securit ies au th o r i z e d  for investments of the c o m m i s­

sioner of re venue un de r AS 37.10.070(a);

- 3 -  CSHB 3 9 (H E SS )



(9) collect from a b o r ro w er  amounts owed w i t h  re spe ct to a

student loan the co r po r a t i o n  has purchased;
\

(10) ga th er  in form at io n on student loans av ai lable to r e s i­

dents of Alaska and di ssemina te  the inf ormatio n to r ea s on a b l y  assure 

that q u al if ied re si de nt s are aware of financial re sources a va i la bl e  to 

those at te nd ing or desiri ng  to atte nd  institutions for w h i c h  loans may 

be ma de  un d er  AS 14.A3.090 - 14.43.325 or 14.43.600 - 14.43.700;

(11) service student loans held by the corporation;

(1°) pu r ch as e  or part i ci p at e  in the p ur ch ase of student

l o a n s ;

(13) cont ract in advance for the purchase or sale of student

l o a n s ;

(14) sell or p ar t ic i p a t e  in the sale, eith er public or

pr ivate and on terms a ut h o r i z e d  by the board, of student loans to the

Student Loan M a r k e t i n g  A s s o c i a t i o n  or to other purchasers;

(15) co lle ct and pay re aso n ab le  fees and charges in c o n n e c­

tion wi t h the purchase, sale, and servici ng  of student loans;

(16) enter into ag re ements  wi th  the federal government,

in cl ud ing gu a ra n ty  a gr eement s and supplemental g u a r a nt y  ag reements as 

described  in the U n it e d States Higher Ed uc ation Act of 1965, as n e c e s­

sary to pr ovide for the re ce ip t  b y  the corporate' —  of ad mi nistrat iv e 

allowances  and other bene fi ts av ai la bl e u n de r  n  e U n i te d  States Higher 

Ed uc a ti o n Act of 1965;

(17) a dm i n i s t e r  federal m o n e y  allott ed  to the state i n v o l v­

ing insured student loans and re la te d  a d mi n is tr a ti v e costs and other 

m a t t e r s ;

(18) en te r into agree me nt s w i t h  the A la sk a  C om mi ss ion on 

P o s t se c on d ar y E d u c at io n  r elati ng  to student loans, the admin is t ra t io n 

of the student loan fund creat ed  under AS 14.42.210, and the pavment

CSHB 3 9 ( H ES S) -4-
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of and s e c u r i t y  for b o nd s of the c o r p o r a t i o n ;

(19) to the e x t e n t  p e r m i t t e d  u n d e r  c o n t r a c t s  w i t h  b o n d
\

h o l d e r s ,  c o n s e n t  to the m o d i f i c a t i o n  of  the rate  o f i n t e r e s t ,  time of 

p a y m e n t  o f  an i n s t a l l m e n t  of  p r i n c i p a l  or int er est , or o t h e r  te rm s of 

a s tu d e n t  loan  p u r c h a s e d  by  the c o r p o r a t i o n ;

(20) p r o c u r e  i n s u r a n c e  a g a i n s t  a n y  loss in c o n n e c t i o n  w i t h  

the o p e r a t i o n  of its p r o g r a m s ;

(21) p r o v i d e  a d v i s o r y  s e r v i c e s  to b o r r o w e r s  a n d  o t h e r  p a r t i­

ci p a n t s  in the c o r p o r a t i o n ' s  p r o g r a m s ;

(22) e n te r into c r e d i t  f a c i l i t y  a g r e e m e n t s  an d  m a k e  pl edg es , 

co v e n a n t s ,  an d a g r e e m e n t s  w i t h  r e s p e c t  to the r e p a y m e n t  of  b o r r o w i n g s  

u n d e r  the cr e d i t  f a c i l i t y  a g r e e m e n t s ;

(23) do all acts  n e c e s s a r y ,  c o n v e n i e n t ,  or  d e s i r a b l e  to 

c a r r y  out  the p o w e r s  e x p r e s s l y  g r a n t e d  or n e c e s s a r i l y  i m p l i e d  in 

AS 14. 4 2 . 1 0 0  - 14.42.500.

Sec. 14.42.210. S T U D E N T  L O A N  FUND. (a) T h e  s t u d e n t  l o a n  fund

is e s t a b l i s h e d  in the c o r p o r a t i o n .  The s t u d e n t  lo a n f u n d  is a trust

f un d to be u s e d  to c a r r y  ou t the p u r p o s e s  of AS " 4 . 4 2 . 1 0 0  - 1 4 .42.500, 

AS 1 4 . 4 3 . 0 9 0  - 14. 43. 32 5, an d 1 4 . 4 3 . 6 0 0  - 1 4. 43. 700 . T h e  f u n d  c o n­

sists of  m o n e y  or as set s a p p r o p r i a t e d  or t r a n s f e r r e d  to the c o r p o­

ra t i o n  for the fund an d m o n e y  or a s s e t s  d e p o s i t e d  in it b y  the c o r p o­

ration. Th e  c o r p o r a t i o n  m a y  e s t a b l i s h  s e p a r a t e  a c c o u n t s  in th^ fund.

(b) M o n e y  and  o t h e r  a s s e t s  o f the s t u d e n t  l o a n  f u n d  m a y  be u s e d  

to s e c u r e  b o n d s  of  the c o r p o r a t i o n ,  i n v e s t e d  in s t u d e n t  l o an s a n d  i n­

v e s t m e n t s  d e s c r i b e d  in AS  3 7 . 1 0 . 0 7 0 ( a )  a n d  u s e d  to p u r c h a s e  loans 

a p p r o v e d  u n d e r  AS 1 4 . 4 3 . 0 9 0  - 1 4 . 4 3 . 3 2 5  or 1 4 . 4 3 . 6 0 0  - 1 4 . 43 .7 00 .

(c) The s t u d e n t  loan  f u n d  s hal l be a d m i n i s t e r e d  b y  the A l a s k a  

C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n .  T h e  c o r p o r a t i o n  an d  the c o m­

mi s s i o n  m a y  e n te r into a g r e e m e n t s  r e l a t i n g  to the a d m i n i s t r a t i o n  of

-5- C S H B  3 9 (HESS)
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the fund. The  c o r p o r a t i o n  m a y  a s s i g n  its r i g h t s  u n d e r  the a g r e e m e n t s  

for the b e n e f i t  a n d  s e c u r i t y  o f  h o l d e r s  o f its bonds.

Sec. U . 42.220. BONDS OF THE CORPORATION. (a) Subject to (f) 

of this section, the cor por a t i o n  m a y  b o r r o w  money and m a y  issue bonds,

on w h i c h  the principal and interest are payable from its income and

receipts or other assets or a d esign a t e d  part or parts of them.

(b) Bonds m a y  be a u t h o r i z e d  only by resoluti on of the board.

Bonds shall be dated, bear interest at the rate or races, be in the

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

regis t r a t i o n  privileges, be e x e c uted in the manner, be payable in the 

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

redemption, and mature as p r o v i d e d  by the resolution or a subsequent 

resolution. However, a b o n d  m a y  not m a t u r e  more than 30 years after 

the date it is issued.

(c) Bonds of the c o r p o r a t i o n ,  r e g a r d l e s s  of f o r m  or c h a r a c t e r ,  

are  n e g o t i a b l e  i n s t r u m e n t s  fo r all  the p u r p o s e s  of the U n i f o r m  C o m m e r­

cia l  Code (AS 45.01 - A S 45.09).

(d) 3onds of  the c o r p o r a t i o n  m a v  be sold at p u b l i c  or p r i v a t e  

sale in the manne r,  for the p r i c e  or p ri ce s,  an d at the time or times 

th a t the b o a r d  d et e rm in es .

(e) The s u p e r i o r  c o u r t  has  j u r i s d i c t i o n  to h e a r  and  d e t e r m i n e  

p r o c e e d i n g s  r e l a t i n g  to the c o r p o r a t i o n ,  i n c l u d i n g  p r o c e e d i n g s  b r o u g h t  

b y  or for the b e n e f i t  of a b o n d h o l d e r  or b y  a t r u s t e e  for  or o t h e r  

r e p r e s e n t a t i v e  of a b o n d h o l d e r .

(f) The c o r p o r a t i o n  m a y  n o t  i ss ue  bo nds , o t h e r  th a n r e f u n d i n g  

bon ds , du ri n g  any  two c o n s e c u t i v e  f i s c a l  y e a r s  in an a g g r e g a t e  a m o u n t  

g r e a t e r  than 5 1 5 0 , 0 0 0 , 0 0 0  u n l e s s  the l e g i s l a t u r e ,  b v  law, a o p r o v e s  

i s s u a n c e  o f  a g r e a t e r  amo unt .

Sec. H . 4 2 . 2 3 0 .  T R U S T  I N D E N T U R E S  A N D  T R U S T  A G R E E M E N T S . An 
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i s su e o f b on ds  b y  the c o r p o r a t i o n  m a y  be  s e c u r e d  by  a t r us t i n d e n t u r e  

or tr ust a g r e e m e n t  b e t w e e n  the c o r p o r a t i o n  and a c o r p o r a t e  trustee, 

w h i c h  m a y  be a tr ust  c o m pa ny , bank, or n a t i o n a l  b a n k i n g  a s s o c i a t i o n ,  

w i t h  c o r p o r a t e  t r u s t  po w e r s ,  l o c a t e d  i n s i d e  or o u t s i d e  th e state, or 

b y  a s e c u r e d  loan a g r e e m e n t  or o t h e r  i n s t r u m e n t  or u n d e r  a r e s o l u t i o n  

g i v i n g  p o w e r s  to a c o r p o r a t e  t r u s t e e  b y mt^.ns of w h i c h  the c o r p o r a t i o n  

m a y :

(1) e n t e r  int o a g r e e m e n t s  w i t h  the t r u s t e e  o r the b o n d­

h o l d e r s  that the b o a r d  d e t e r m i n e s  to b e  n e c e s s a r y  or  d e s i r a b l e ,  i n­

cl u d i n g  c o v e n a n t s ,  p r o v i s i o n s ,  l i m i t a t i o n s ,  anc o t h e r  a g r e e m e n t s  as to 

the

(A) a p p l i c a t i o n ,  i n v e s t m e n t ,  dep os it , use, a n d  d i s p o­

si t i o n  of the p r o c e e d s  of  b o n d s  of the c o r p o r a t i o n  or of  m o n e y  or 

o t h e r  p r o p e r t y  of the c o r p o r a t i o n  or in w h i c h  it ha s an i nt e r e s t :

(B) fixing- a n d  c o l l e c t i n g  lean p a y m e n t s  an d o t h e r  

c o n s i d e r a t i o n  for a s t u d e n t  loan;

(C) a s s i g n m e n t  b v the c o r p o r a t i o n  of its r i g h t s  in a 

st u d e n t  loan or in a m o r t g a g e  or o t h e r  s e c u r i t y  i n t e r e s t  c r e a t e d  

w i t h  r e s p e c t  to a s t u d e n t  l o a n  to a tr u s t e e  f o r the b e n e f i t  of 

b o n d h o l d e r s ;

(D) te rms  a n d  c o n d i t i o n s  u p o n  w h i c h  a d d i t i o n a l  b o n d s  

of the c o r p o r a t i o n  m a y  b e issued;

(E) v e s t i n g  in a t r u s t e e  of  ri gh ts,  p o w e r s ,  duties, 

funds, or p r o p e r t y  in tr ust for the b e n e f i t  of b o n d h o l d e r s ,  i n­

c l u d i n g  the r i g h t  to e n f o r c e  pa y me nt , p e r f o r m a n c e ,  a n d o t h e r  

r i g h t s  of the c o r p o r a t i o n  or o f  the b o n d h o l d e r s ,  u n d e r  a s t u d e n t  

loan or a s e c u r i t y  i n t e r e s t  c r e a t e d  w i t h  r e s p e c t  to a s t u d e n t  

l o a n ;

(2) pledge, m o r t g a g e  or a s s i g n  mo nev , a g r e e m e n t s ,  p r o p e r t v ,
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o r  o t h e r  a s s e t s  o f  the c o r p o r a t i o n  e i t h e r  p r e s e n t l y  in h a n d  o r  to be 

r e c e i v e d  in t h e  f u t u r e ,  o r  b o t h ;  a n d

(3) p r o v i d e  f o r  o t h e r  m a t t e r s  t h a t  in a n v  w a y  a f f e c t  the 

s e c u r i t y  o r  p r o t e c t i o n  o f  t h e  b o n d s .

Sec. 1 4 . 4 2 . 2 4 0 .  R E S E R V E S  A N D  C A P I T A L  R E S E R V E S .  (a) F o r  the 

p u r p o s e  o f  s e c u r i n g  o n e  o r  m o r e  i s s u e s  o f  b o n d s  o f  t h e  c o r p o r a t i o n ,

p r o c e e d s  o f  t h e  s a l e  o f  b o n d s  a n d  o t h e r  m o n e y  a v a i l a b l e  to t h e  c o r p o -

t h e  b o a r d  m a y  e s t a b l i s h  o n e  o r  m o r e  s p e c i a l  f u n d s ,  c a l l e d  " c a p i t a l  

8 !
r e s e r v e  f u n d s , "  a n d  m a y  p a y  i n t o  t h o s e  c a p i t a l  r e s e r v e  f u n d s  the

9 | i  

10
r a t i o n  f r o m  o t h e r  s o u r c e s  f o r  the p u r p o s e s  of t h e  c a p i t a l  r e s e r v e  

f u n d s .  A  c a p i t a l  r e s e r v e  f u n d  m a v  be e s t a b l i s h e d  o n l y  if t h e  b o a r d

12
d e t e r m i n e s  t h a t  t h e  e s t a b l i s h m e n t  o f  t h e  f u n d  w o u l d  e n h a n c e  t h e  m a r -

13
k e t a b i l i t y  or t h e  b o n d s .  M o n e y  in a c a p i t a l  r e s e r v e  r u n d . e x c e p t  as

14 1
p r o v i d e d  i n  t h i s  s e c t i o n ,  m a y  b e  u s e d  as r e q u i r e d  o n l y  f o r  t h e  (')

1 5 1
p a y m e n t  o f  t h e  p r i n c i p a l  of, a n d  i n t e r e s t  on, b o n d s  o r  o f  the s i n k i n g

16
f u n d  p a y m e n t s  w i t h  r e s p e c t  to t h o s e  b o n d s ;  (2) p u r c h a s e  o r  r e d e m p t i o n  

o f  the b o n d s ;  o r  (3) p a y m e n t  o f  a r e d e m p t i o n  orer.ium r e q u i r e d  to be

is
p a i d  w h e n  t h e  b o n d s  a r e  r e d e e m e d  b e f o r e  m a t u r i t y .  H o w e v e r ,  m o n e y  in a

19
c a p i t a l  r e s e r v e  f u n d  m a y  n o t  b e  w i t h d r a w n  ir the w i t h d r a w a l  w o u l d

20
r e d u c e  t h e  a m o u n t  in the c a p i t a l  r e s e r v e  r u n d  to le s s  t h a n  t h e  c a p i t a l

21
r e s e r v e  f u n d  r e q u i r e m e n t ,  e x c e p t  f o r  the p u r p o s e  of m a k i n g  p a y m e n t ,

22
w h e n  due, o f  p r i n c i p a l ,  i n t e r e s t ,  or r e d e m o t i c n  p r e m i u m s  o n  t h e  b o n d s

23
w h e n  o t h e r  m o n e y  o f  t h e  c o r p o r a t i o n  is r o t  a v a i l a b l e  f o r  t h e  p a y m e n t s .

2 4 :
I n c o m e  o r  i n t e r e s t  e a r n e d  by, o r  i n c r e m e n t  to, a c a p i t a l  r e s e r v e  fund,

25;
f r o m  the i n v e s t m e n t  o f  all o r  p a r t  o f  the run d ,  m a y  be t r a n s f e r r e d  b v

26

the c o r p o r a t i o n  to o t h e r  f u n d s  o r  a c c o u n t s  o f  the c o r p o r a t i o n  i f  the

27!;
t r a n s f e r  d o e s  n o t  r e d u c e  t h e  a m o u n t  or the c a p i t a l  r e s e r v e  f u n d  b e l o w

28!;
the c a p i t a l  r e s e r v e  fu n d  r e q u i r e m e n t .

29 j;
(b) I f  t h e  b o a r d  d e c i d e s  to i s s u e  b o n d s  s e c u r e d  b v  a c a p i t a l  
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r e s e r v e  fund, t h e  b o n d s  m a y  n o t  b e  i s s u e d  if t h e  a m o u n t  in t h e  c a p i t a l  

r e s e r v e  f u n d  is l e s s  t h a n  t h e  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t ,  u n l e s s  

t h e  c o r p o r a t i o n ,  a t  t h e  t i m e  o f  i s s u a n c e  o f  t h e  b o n d s ,  p l e d g e s  to 

d e p o s i t  in t h e  c a p i t a l  r e s e r v e  f u n d  f r o m  t h e  p r o c e e d s  o f  t h e  b o n d s  to 

b e  i s s u e d  o r  f r o m  o t h e r  s o u r c e s ,  an a m o u n t  t h a t ,  t o g e t h e r  w i t h  the 

a m o u n t  then i n  t h e  f u n d ,  is n o t  l e s s  t h a n  the c a p i t a l  r e s e r v e  fu n d  

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

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

p u r p o s e  o f  t h i s  s e c t i o n ,  s e c u r i t i e s  in w h i c h  a l l  o r  a p o r t i o n  o f  the 

f u n d  is i n v e s t e d  a n d  c r e d i t  f a c i l i t i e s  d e p o s i t e d  in or c r e d i t e d  to a 

c a p i t a l  r e s e r v e  f u n d  u n d e r  (f) o f  th i s  s e c t i o n  s h a l l  be v a l u e d  b y  a 

r e a s o n a b l e  m e t h o d  e s t a b l i s h e d  b y  the b o a r d  b y  r e s o l u t i o n .  V a l u a t i o n  

s h a l l  i n c l u d e  t h e  a m o u n t  o f  i n t e r e s t  e a r n e d  or a c c r u e d  as o f  t h e  date 

o f  v a l u a t i o n .

(d) E v  J a n u a r y  2 o f  e a c h  y e a r ,  the c h a i r m a n  o f  the b o a r d  s h a l l  

c e r t i f y  in w r i t i n g  to t h e  g o v e r n o r  a n d  the l e g i s l a t u r e  the a m o u n t ,  if 

any, r e q u i r e d  to r e s t o r e  a c a p i t a l  r e s e r v e  f u n d  to the c a p i t a l  r e s e r v e  

f u n d  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a v  a p p r o p r i a t e  to t h e  c o r p o r a t i o n  

the a m o u n t  c e r t i f i e d  b y  the c h a i r m a n .  T h e  c o r p o r a t i o n  s h a l l  d e p o s i t  

t h e  a m o u n t s  a p p r o p r i a t e d  u n d e r  t h i s  s u b s e c t i o n  d u r i n a  a f i s c a l  v e a r  in 

the p r o p e r  c a p i t a l  r e s e r v e  fun d .  T h i s  s u b s e c t i o n  d o e s  n o t  c r e a t e  a 

d e b t  or l i a b i l i t y  o f  t h e  s t a t e .

(e) T h e  b o a r d  m a y  e s t a b l i s h  r e s e r v e  f u n d s ,  o t h e r  t h a n  c a p i t a l  

r e s e r v e  f u n d s ,  to s e c u r e  o n e  o r  m o r e  i s s u e s  o f  b o n d s  o f  t h e  c o r p o ­

r a t i o n .  T h e  c o r p o r a t i o n  m a v  d e p o s i t  in a r e s e r v e  f u n d  e s t a b l i s h e d  

u n d e r  this s u b s e c t i o n  t h e  p r o c e e d s  o f  s a l e  o f  i t s  b o n d s  a n d  o t h e r  

m o n e y  a v a i l a b l e  f r o m  a n y  o t h e r  s o u r c e .  T h e  c o r p o r a t i o n  m a v  a l l o w  a 

r e s e r v e  fund e s t a b l i s h e d  u n d e r  t h i s  s u b s e c t i o n  to b e  d e p l e t e d  w i t h o u t  

c o m p l y i n g  w i t h  (d) o f  this s e c t i o n .



(f) The corporation m a y  hold in a capital reserve fund, in lieu 

of money and in satisfaction of all or part of a capital reserve fund 

requirement, irrevocable letters of credit issued bv a commercial 

bank, surety bonds, insurance policies, and similar credit facilities.

(g) In this section, "capital reserve fund r e q u i r e m e n t "  means 

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

the date of computation as determined by resolution of the board.

Sec. 14.42.250. V A L I D I T Y  OF PLEDGE. It is the i n t e ntion  of theI;

9 H
legislature that a pledge m a d e  in respect to bonds or the corporation 

shall be v a l i d  and binding from the time the pledge is made: chat the

11 !■
money or p r o perty  so p l edged and thereafter received bv the corpora-

12
tion shall immediately be subject to the Her. of the pledge w i thout

13
physical delivery or further act; and that the lien of the pledge

14 )'
shall be v a l i d  and binding as against all parties h a v i n g  claims of any

isL .. . . . , . .
k m a  m  tort, contract, or otherwise against the corpo r a t i o n  irrespec-

16
tive of w h e t h e r  the parties have notice. Neither the resolution, 

trust agreement, nor other instrument by w h i c h  a p ledge is created

18
need De recorded or riled u n d e r  the provisions of m e  U n i f o r m  Commer-

19
cial Code (AS i S . O 1 - AS A5.G9) to be valid, binding, or effective.

Sec. 1U . 12.260. N O N L I A B I L I T Y  ON BONDS. (a) The m e m b e r s  of the

21
board and individuals executing the bonds of the c o r p o r a t i o n  are not

22
liable person ally on the bonds or subject to p e r sonal l i a b ility or

2 3 1|
accountability by reason of the issuance of the bonds.

24 i
(b) The bonds issued by the corporation do not consti t u t e  an

It
25

indebtedness or other liability of the state or of a p o l i t i c a l  sub-

26 i!
division of the state, except the corporation, but shall be payable

27I
solely from the income and receipts or other runds or p r o p e r t y  of the

2 8 1;
corporation. The corporation mav not pledge the faith or credit cf

• I291!
the state, or of a political subdivision of the state, except the 
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corporation, to the payment of a bond. Issuance of a b o n d  by the 

corporation does not directly, indirectly, or c o n t i n g e n t l y  obligate 

the state or a pol itical subdi vision of the state to apply m o n e v  from, 

or levy or pledge any form of taxation whatever to the paymr*..'_ of the 

bond.

Sec. 14.42.265. U N D E R W R I T E R S . The board m a y  select an u n d e r­

writer for its bonds in accor dance with procedures the board considers 

a p p r o p r i a t e .

Sec. 14.42.270. P L EDGE AND A GREE M E N T  OF STATE. The state 

pledges to and agrees with holders of bonds issued by the corporation 

that the state will not limit or alter the rights and powers v e s t e d  in 

the corporation under AS 14.42,100 - 14. 42.330 to fulfill the terms of 

a contract made by the c o rporation w i t h  the bondholders or in any wav 

impair the rights and remedies of the bondholders until the bonds, 

together wit h the interest on them w i t h  interest on unpaid i n s t a l l­

ments of interest, and all costs and expenses in conne c t i o n  with an 

action or proceeding bv or on b ehalf  of the bondholders, are fully met 

and discharged. The corporation m a y  include this pledge and agreement 

of the state in a contract w i t h  bondholders.

Sec. 14.42.280. E X E M P T I O N  F R O M  TAXATION. The real and oersonal 

p r o p ertv of the corporation and its assets, income, and receipts are 

declared to be the p r o p e r t y  of a political subdivision of the state 

and devoted to an essential public and governmental function and 

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

terests of the corporation are exempt from all taxes and special 

assessments of the state or a political subdivision of the state, 

including mu nicipalities, school districts, public u t i l i t y  districts, 

and other governmental units. Bonds of the corporation are declared 

to be issued by a political subdivision of the state and for an
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essential public and governmental purpose, and the bonds, interest on 

them, income from them, and transfer of them, and all assets, income, 

and receipts ple dged to pay or secure the payment of the bonds, or 

interest on them, are exempt from taxation by or under the au thority

of the state, except for in heritance and estate taxes and taxes on

transfers by or in c o n templatio n of death.

Sec. 14.42.290. BONDS L E G A L  INVESTMENTS FOR FIDUCIARIES. The 

bonds of the corporation are securities in which public officers and 

bodies of the state, municipal ities, insurance companies, insurance 

associations, other persons carryi ng on an insurance business, banks, 

bankers, trust companies, savings banks, savings associations, b u i l d­

ing and loan associations, investment companies, other persons c a r r y­

ing on a banking business, administrators, guardians, executors, 

trustees, other fiduciaries, and other persons who are author i z e d  to 

invest in bonds or other obliga tions of the state, m a y  p r o p e r l y  and
I

legally invest funds including capital in their control or b e l o nging j 

to them. N otwit hstanding any other provisions of law, the bonds of 

the corporation are also securities that m a y  be deposited w i t h  and may 

be received by public officers and bodies of the state and m u n i c i p a l­

ities for any purpose for w h i c h  the deposit of bonds or other o b l i g a­

tions of the state is n o w  or m a y  be authorized.

Sec. 14.42.300. O P E R A T I O N  OF CERTAIN STATUTES EXCEPTED. (a)

The corporation is not a m u n i c i p a l i t y  as the term is defined  in 

AS 01.10.060. Except as p r o v i d e d  in AS 14.42.190, the corpor a t i o n  is 

not subject to AS 37. For all other purposes the corpor a t i o n  is a 

politi cal subdivision and an i n s t r um entality of the state.

(b) The funds, income, and receipts of the c orporati on are not 

m o n e y  of the state, nor m a y  real p r o p e r t y  in which the c o r p o r a t i o n  has 

an interest be considered land o wned  in fee by the state or to w h i c h  
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the state m a y  become entitled or in any w a y  land b e l o n g i n g  to the

state, or state land referred to in art. VIII of the Alaska C o n s t i t u­

tion.

Sec. 14.42.310. ANNUAL AUDIT. The financial records of the

c o rpo ration shall be audited annual ly by the legislative auditor or by 

a c e r t ified  public accountant a p p roved  by the legislative auditor. 

The legislative auditor m a y  prescri be the form and content of the

financial records of the cor por a t i o n  and shall have access to these 

records at any time.

Sec. 14.42.500. DEFINITIONS. In AS 14.42.100 - 14.42.500,

(1) " b o a r d” means the b o a r d  of directors of the c o r p o­

ration;

(2) "corporation" means the A l a s k a  Student Loan C o r p o r a­

tion.

* Sec. 2. AS 14.42.265 is amended to read:

Sec. 14.42.265. UNDERWRITERS. The b o a r d  m a y  select an u n d e r­

wri t e r  for its bonds in accordance w i t h  procedures the board considers 

appropriate. However, the procedures m u s t  include a compe titive 

m etho d for selecting the underw r i t e r  that is established bv r e g u l a t i o n  

of the board.

* Sec. 3. AS 14.43.090(a) is amen ded to read:

(a) There is created a s c holarshi p r e v o l ving loan fund. The

fund shall be used to make scholarsh ip loans to students selected 

u nder AS 14.43.090 - 14.43.160^ [AND] to pay the costs of collectin g 

student loans that are in default if those costs are not recov e r e d  

from the s t u d e n t , and to pay the costs of admin istering the fund.

Unless the instrument evidencing the schola rship loan has been sold or 

assigned to the Alaska Student Loan Corporation, f. ALL1 repayments 

of princ ipal and interest on a s c holarship  loan [LOANS] shall be paid

-13- CSHB 3 9 ( H E S S )
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into the scholarship revolving loan fund. If m o n e y  estimated to be 

available [FROM SCHOLARSHIP LOAN REPAYMENTS] is inadequate to fully 

fund estimated scholarship loans for any fiscal year, additional 

funding from the general fund m a y  be reque s t e d  and a pprop r i a t e d  for 

that year.

* Sec. 4. AS 14.43.090 is amended by adding a n e w  subsection to read:

(d) The student financial aid committee created u n d e r  AS 14.43.- 

095 m a y  sell or assign notes and other instruments e vi dencing s c h o l a r­

ship loans to the Alaska Student Loan Corporati on and enter into 

a greements w i t h  the corporation rel ating to loans, the a d m i n i stration 

of the student loan fund created under AS 14.42.210, and the payment 

of and security for bonds of the corporation. Proceeds from the sale 

or assignment of notes and other instruments shall be deposited in the 

scholarship revol ving loan fund.

* Sec. 5. AS 14.43.120 is amended by adding a n e w  subsection to read:

(r) The rate of interest, time of payment of an installment of 

princip al or interest, or other terms of a scholarship loan m a y  be 

m o d i f i e d  if required to establish or m a i n t a i n  tax-exempt status under

26 U.S.C. 103 (Internal Revenue Code of 1986), as amended, for the

interest on bonds issued by the Alaska Student Loan Corporation.

* Sec. 6. AS 14.43.255(a) is amended to read:

(a) There is created a memorial scholarship r e v o l v i n g  loan fund. 

The fund shall be used to provide educational sc holarship loans to 

students selected under AS 14.43.250 - 14.43.325. Unless the i n s t r u­

ment evid encing the m e m orial scholarship loan has b e e n  sold or a s­

signed to the Alaska Student Loan Corporation, repayments [R E P A Y M E N T S ] 

of a loan [LOANS M A D E  U N D E R  AS 14.43.250(b)(1) - (4)] shall be d e­

posited into the memor ial scholarship revolving loan fund and [REPAY­

MENTS OF LOANS M A D E  UNDER AS 14.43.250(b)(5) SHALL BE DEPOSITED INTO 

CSHB 3 9 (HESS) -14-
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T H E  SCHOLARSHIP REVOLVING LOAN FUND CREATED UNDER AS 14.43.090. 

REPAYMENTS] shall be used to make n e w  loans.

* Sec. 7. AS 14.43.255 is amended by adding a new subsection to read:

(c) The student financial aid committee created under AS 14.43.- 

095 m a y  sell or assign notes and other instruments evidencing memori al 

scholarship loans to the Alaska Student Loan Corporat ion and enter 

into agreements with the corporation relatin g to loans, the a d m i n i s­

tration of the student loan fund created under AS 14.42.210, and the

payment  of and security for bonds of the corporation. Proceeds from

the sale or assignment of a note or other instrument shall be d e­

pos i t e d  in the appropriate m e m o r i a l  scholarship loan fund account.

* Sec. 8. AS 14.43.620 is amended to read:

Sec. 14.43.620. T E ACHER  SCHOLARSHIP REVOLVING LOAN FUND. There 

is created a teacher scholarship revolvi ng loan fund. The fund shall

be used to make scholarship loans to students selected under AS 14.-

43.600 - 14.43.700. Unless the instrument evidencing the teacher

scholarship loan has been sold or assig ned to the Alaska Student Loan 

C o r p o r a t i o n , [ALL] repayments of principal and interest on a teacher 

scholarship loan [LOANS] shall be paid into the teacher scholarship 

r evolving loan fund and shall be used  to m a k e  n e w  teacher scholarship 

loans. If estimated funds available [FROM TEACHER S C H O L A R S’ . LOAN 

REPAYMENTS] are inadequate to fully fund estimated teacher s<_ .rship 

loans for any fiscal year, additional funding from the general fund 

m a y  be reques ted and appropriated for that year.

* Sec. 9. AS 14.43.620 is amended by adding a new subsection to read:

(b) The student financial aid committee created u nder AS 14.43.- 

095 may sell or assign notes and other instruments e videncing teacher 

scholarship loans to the Alaska Student Loan Corporat ion snd enter 

into agreements with the corporati on rela ting to loans, the adminis-
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tration of the student loan fund create d under AS 14.42.210 and the 

payment of and security for bonds of the corporation. Proceeds from 

the sale or assignment of the notes or other instruments shall be 

deposited in the teacher scholarship r e v o lving  loan fund.

* Sec. 10. Except for sec. 2, this Act takes effect immediately under 

AS 0 1 .1 0.070(c) .

* Sec. 11. Section 2 of this Act takes effect July 1, 1988.
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