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Federal Direct Loan Program 
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Amount requested: $1,006,800.00 Appropriation Authority: Sec 1 Ch 41 SLA 2010 
Pg 30 Ln 29 

Funding source:   Federal Receipts - Operating Statutory Authority: AS 44.31.020 (7) 
 
PURPOSE 

The Department of Labor and Workforce Development, Alaska Vocational Technical Center (AVTEC) 
component requests $1,006,800 of additional federal grants line authorization to accommodate an 
increase in federal Pell Grant awards to students and the William D. Ford Federal Direct Loan Program 
for new federal student loans starting July 1, 2010.  Approval of this request would increase the total 
FY2011 federal authorization for AVTEC from $493,200 to $1,500,000. 

 
Students apply for Federal Title IV Pell Grants through the Free Application for Federal Student Aid 
(FAFSA) process.  The students are the actual recipients of the federal funds, with AVTEC being a pass-
through agency.  The US Department of Education (DOE) has increased the maximum Federal Title IV 
Pell Grant award to post-secondary students in FY2011 by $300 per award.  Also, starting in FY2010, 
DOE has started authorizing a second Pell Grant award for students who received a Pell Grant award 
earlier in the year, this will occur again in FY2011 and future fiscal years.  Pell Grant awards for 
AVTEC students in FY2011 are expected to total approximately $600,000. 

 
With enactment of the Health Care and Education Reconciliation Act (HCERA) of 2010, all Title IV 
eligible post-secondary institutions must use the William D. Ford Federal Direct Loan Program (direct 
loans) for new federal student loans starting July 1, 2010.  Similar to the Pell Grant awards, students will 
apply through the FAFSA process and will be the actual recipients of the federal funds, with AVTEC 
being a pass-through agency.  After July 1, 2010, AVTEC will certify the direct loans online and 
disburse the funds for AVTEC students.  At this time it is anticipated that the direct loans for AVTEC 
students in FY2011 will total approximately $700,000-$800,000. 
 
An additional $100,000 in federal grants line authority has been built into this request due to uncertainty 
as to what the actual volume of the direct loans and Pell Grant awards will be. 

 
PREVIOUS LEGISLATIVE CONSIDERATION 

In FY2010, AVTEC requested and was granted an additional $18,200 in federal authorization for the 
changes to the Pell Grants awards (RPL#: 07-0-1149).  There have been no previous department 
requests or legislative appropriations for the direct loans to run through AVTEC.  

 
TIMING ISSUES 

The budgeted federal authorization for Pell Grant awards was sufficient prior to FY2010, when DOE 
first issued a second round of Pell Grant awards.  The issuance of second Pell Grant awards will 
continue into the future with no known sunset date.  The effective date for the direct loans program is 
July 1, 2010.  AVTEC will be responsible for certifying and disbursing direct loans to students.  These 
changes cannot be absorbed within the existing federal authorization. 

 
If AVTEC does not receive the increased authorization the funds available for future training activities 
will be reduced.  There may also be an issue relating to not disbursing the Pell Grant awards and direct 
loans which could jeopardize AVTEC’s qualification as a Title IV funding institution.  Losing Title IV 
Pell Grant award authorization and direct loans for AVTEC students could reduce the number of 
Alaskans seeking vocational and technical training at AVTEC because of financial limitations.   



 
Although federal regulations regarding the second Pell Grant award were finalized on October 29, 2009, 
the actual federal authorization shortfall was not known in time to be incorporated in the FY2011 
budget.  Training for AVTEC staff on the changes was not received until April and May 2010.  HCERA 
was not signed until March 30, 2010 and on April 2, 2010 AVTEC received a letter from DOE 
providing a high level description of its provisions.   

 
BUDGETARY ISSUES 

Providing Federal Title IV Pell Grant awards and direct loans is aligned with AVTEC’s mission to 
provide training to prepare state residents for jobs that are Alaska’s future.  Having the opportunity to 
receive Pell Grant awards and/or direct loans allows students to pay for much of their training costs. 
 
Since DOE will reimburse AVTEC for all Pell Grant awards, the federal authorization to receive and 
disburse these funds will not increase AVTEC’s operational costs.  AVTEC is a pass-through agency 
from DOE to post-secondary students. 

 
The Pell Grant award and direct loan changes continue into the foreseeable future. Therefore, the 
department will submit a related FY2012 federal grants line authorization budget request for AVTEC. 
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