AN ACT
RELATI NG TO EDUCATI ON, ENACTI NG THE TEACHER LOAN FOR SERVI CE
ACT; PRESCRI BI NG POANERS AND DUTI ES; PROVI DI NG FOR CONTRACTS
AND THEI R ENFORCEMENT; CREATI NG A FUND

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO

Section 1. SHORT TITLE.--This act may be cited as the
"Teacher Loan for Service Act".

Section 2. PURPGCSE. --The purpose of the Teacher Loan
for Service Act is to proactively address New Mexico's
| oom ng teacher shortage by providing qualified teacher
education candidates with the financial nmeans to conplete
their post-secondary teacher preparation education.

Section 3. DEFINITIONS.--As used in the Teacher Loan
for Service Act:

A.  "comm ssion" means the comm ssion on higher
educati on;

B. "loan" means a grant of noney under contract
bet ween the conmmi ssion and a student to defray the costs
incidental to a teacher preparation programoffered in a New
Mexi co institution of higher education and that requires
repaynent in services; and

C. "student" nmeans a United States citizen who is
enrolled in an undergraduate or graduate degree teacher
preparation programat a regionally accredited post-
secondary educational institution in New Mexico.

Section 4. TEACHER STUDENT LOANS AUTHORI ZED- -
QUALI FI CATI ONS. - -
A.  The conm ssion may grant a loan to a student

deened qualified by the comm ssion upon such terns and
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conditions as may be inposed by rule of the conm ssion.

B. The conm ssion shall only receive, pass upon
and all ow or disallow an application for a | oan nade by a
student enrolled in or accepted by a teacher preparation
program approved by the state board of educati on and who
declares his intent to serve as a public school teacher in
New Mexi co.

C. The conm ssion shall nmake a full and careful
investigation of the ability and qualifications of each
applicant and determ ne his fitness to becone a recipient of
a loan. The conm ssion shall give preference to qualified
appl i cants who denonstrate financial need.

D. The conm ssion and the state departnent of
public education shall arrange for |loan recipients to
receive assistance in locating enploynment with a public
school in New Mexi co.

Section 5. DELEGATION OF DUTIES TO OTHER STATE
AGENCI ES. - - The conm ssion may arrange with other agencies
for the performance of services required by the provisions
of Section 4 of the Teacher Loan for Service Act.

Section 6. TEACHER LOANS- - CONTRACT TERMS- - REPAYMENT. - -

A.  Each applicant who is approved for a | oan by
the comm ssion may be granted a | oan in such anmounts and for
such periods as the commi ssion determnes. The | oan shal
not exceed the necessary expenses incurred while attending a
teacher preparation program

B. A loan shall bear interest at the rate of:

(1) eighteen percent per year if the
student conpletes his teacher preparation program and no

portion of the principal and interest is forgiven pursuant
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to Subsection E of this section; or
(2) seven percent per year in all other
cases.

C. The loan shall be evidenced by a contract
bet ween t he student and the conm ssion acting on behal f of
the state. The contract shall provide for the paynment by
the state of a stated sumcovering the costs of a teacher
preparation program and shall be conditioned on the
repaynment of the loan to the state, together with interest,
over a period established by the comm ssion after the
conmpl etion of the teacher preparation program and any post-
graduate study or internship required to conplete the
student's education. The contract shall further provide
that i mmedi ately upon conpletion or term nation of the
student's education, all interest then accrued shall be

capitalized.

D. A loan nmade to a student who fails to conplete

hi s teacher preparation program shall becone due, together

with interest, inmrediately upon term nation of his teacher

preparation education. The conm ssion, in consultation with

the student, shall establish terns of repaynent, alternate

service or cancellation terns.

E. The contract shall provide that the comm ssion

shall forgive a portion of the |loan principal and interest
for each year that the |oan recipient practices his
profession as a |licensed teacher in New Mexico. Loan
principal and interest shall be forgiven as foll ows:

(1) loan ternms of one year shall require
one year of practice. Upon conpletion of service, one

hundred percent of the principal plus accrued interest shall
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be forgiven;

(2) loan ternms of two years shall require
one year of practice for each year of the |oan. Upon
compl etion of the first year of service, fifty percent of
the principal plus accrued interest shall be forgiven. Upon
conmpl etion of the second year of service, the remainder of
the principal plus accrued interest shall be forgiven; and

(3) for loan ternms of three years or nore,
forty percent of the principal plus accrued interest shal
be forgiven upon conpletion of the first year of service,
thirty percent of the principal plus accrued interest shal
be forgiven upon conpletion of the second year of service
and the remai nder of the principal plus accrued interest
shall be forgiven upon conpletion of the third year of
service.

F. Recipients shall serve a conplete year in
order to receive credit for that year. The mninmum credit
for a year shall be established by the conm ssion.

G If a loan recipient conpletes his professional
educati on and does not serve in a New Mexico public school
the comm ssion shall assess a penalty of up to three tines
the principal due, plus eighteen percent interest, unless
the commi ssion finds acceptabl e extenuating circunstances
for why the student cannot serve. |If the comm ssion does
not find acceptable extenuating circunstances for the
student's failure to carry out his declared intent to serve,
the comm ssion shall require i medi ate repaynent of the
unpai d principal anpunt of the |oan plus accrued interest
owed the state plus the anmpbunt of any penalty assessed

pursuant to this section.
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H.  The conm ssion shall adopt and pronul gate
rules to inplenent the provisions of this section. The
rules may provide for the repaynent of teacher student | oans
in annual or other periodic installnments.

Section 7. CONTRACTS- - LEGAL ASSI STANCE- - ENFORCEMENT. - -
The general formof the contract shall be prepared and
approved by the attorney general and signed by the student
and a desi gnee of the comm ssion on behalf of the state.

The commi ssion is vested with full and conplete authority
and power to sue in its own name for any bal ance due the
state froma student on a contract.

Section 8. FUND CREATED- - METHOD OF PAYMENT. - - The
"teacher loan for service fund" is created in the state
treasury. Money appropriated for |oans to teachers pursuant
to the Teacher Loan for Service Act; interest earned on
i nvestment of the fund; gifts, grants or donations to the
fund; and all paynents of principal and interest on | oans
made pursuant to that act shall be deposited in the fund.
Money in the fund shall not revert at the end of a fisca
year. All paynents of money for | oans shall be made on
vouchers signed by the comm ssion's designated
representative.

Section 9. CANCELLATION. --The conm ssion may cancel a
contract between it and a student for any reasonabl e cause
deened sufficient by the comm ssion.

Section 10. REPORTS. --The conm ssion shall report
annual |y by January 1 to the governor and the | egislature on
its activities pursuant to the Teacher Loan for Service Act,
i ncluding the | oans granted, the nanes and addresses of | oan

reci pients, the teacher preparation prograns they are
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attendi ng and the names and | ocations of practice of |oan
reci pients who have conpleted their teacher preparation

educati on and are teaching. SB 90
Section 11. EFFECTIVE DATE. --The effective date of the Page 6

provisions of this act is July 1, 1999.



