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3 / 1 2 / 7 9
S B  1 3 0  ( S e n .  F e r g u s o n ,  c h a i r i n g  m e e t i n g )

S e n .  R o d e y . '  M r .  R o m e s b u r g  h a s  s o me  p r o p o s e d  a m e n d m e n t s  f o r  
T h i s  b i l l .  T h e  b i l l  i s  v e r y  s i m p l e ,  i t  b a s i c a l l y  a l l o w s  t h o s e  
s t u d e n t s  wh o  g o  t o  s c h o o l  i n  A l a s k a  t o  r e c e i v e  a  q u i c k e r  
f o r g i v e n s s ,  a s  m e m b e r s  o f  t h e  c o m m i t t e e  a r e  a w a r e ,  u n d e r  t h e  
s t u d e n t  s c h o l a r s h i p  l o a n  p r o g r a m  t h e r e  i s  a  t o r e g i v n e s s  f o r  
4 y e a r s  a n d  t h i s  a l l o w s  t h o s e  p e o p l e  wh o  g o  t o  s c h o o l  i n  
A l a s k a  t o  r e c e i v e  3 y e a r s  o f  t h a t  f o r g i v n e s s  w h i l e  t h e y  a r e  
g c i n g  t o  s c h o o l .

T h e r e  a r e  s e v e r a l  b e n e f i t s  o f  t h i s .  F i r s t  o f  a l l ,  t h e  
d i r e c t  b e n e f i t  t o  A l a s k a n s  who  g o  t o  s c h o o l  i n  A l a s k a .  S e c o n d l y ,  
b e c a u s e  t h y  a v e r a g e  l o a n  f o r  u n d e r g r a d u a t e  s t u d e n t s  a t t e n d i n g  
s c h o o l  i n  A l a s k a  i s  l o w e r  t h a n  t h e  a v e r a g e ,  t h e r e  w o u l d  b e  a  
b e n e f i t  t o  t h e m  i n  t h a t  a d d i t i o n a l  w a y  a n d  w o u l d  h o p e f u l l y  
p r o v i d e  f o r  m o r e  l o a n s  i n  t h e  f u t u r e .  T h i r d ,  t h e  b e n e f i t  t o  
t h e  e c o n o m y ,  p a r t i c u l a r l y  A n c h o r a g e  a n d  F a i r b a n k s  w h e r e  we 
h a v e  m o s i  o f  o u r  s t u d e n t s  c e n t e r e d .

I am v e r y  f a m i l i a r  w i t h  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  w o u l d  b e  h a p p y  t o  a n s w e r  a n y  q u e s t i o n s .  T h i s  h i l l  w o u l d ,  
v e r y  s . m p l y ,  g i v e  a n  a d d i t i o n a l  a d v a n t a g e  t o  s t u d e n t s  i n  
A l a s k a ,  A l a s k a n ’ s  g o i n g  t o  s c h o o l  i n  A l a s k a  w i t h o u t  p e n a l i z i n g  
i n  a n y  w a y  t h o s e  p e o p l e  wh o  g o  o u t s i d e  t o  s c h o o l .  I r e a l i z e  
i t  i s  n e c e s s a r y  t o  g o  o u t s i d e .

S e n .  S t u r g u l e w s k i . We a r e  s u b s i d i z i n g  b y  a  g r e a t  d e a l  o f  
d o l l a r s  p e r  s t u d e n t  t o  k e e p  o u r  y o u n g  p e o p l e  wh o  g o  t h r o u g h  
e d u c a t i o n  h e r e  i s  a  v e r y  c o s t l y  p r o c e s s .  W h a t  d o  y o u  f e e l  
a g a i n ,  i f  y o u  c o u l d  g i v e  me s o m e  o f  y o u r  b e n e f i t s ,  w h a t  i s  
t h e  m a j o r  t h i n g  t h a t  y o u  s e e  a c c r u i n g  t o  h a v i n g  t h o s e  s t u d e n t s  
s t a y ?  F r om  w h a t  1 u n d e r s t a n d  a n  a w f u l  l o t  o f  k i d s  g o  o u t s i d e  
a s  my s o n  a n d ' m a n y  o t h e r s  d o  s i m p l y  b e c a u s e  t h e y  w a n t  t h a t  
e x p e r i e n c e ,  t h e y  c o m e  b a c k  a n d  w i l l  b e  p e r h a p s  e v e n  b e t t e r  
A l a s k a n s  a f t e r  a n  e d u c a t i o n  o u t s i d e .  Why e n c o u r a g e  t h e  
k e e p i n g  o f  t h e  s t u d e n t s  h e r e .  Why n o t  l e t  t h e m  g o  w h e r e  
t h e y  c a n  g e t  e x c e l l e n c e  i n  w h a t e v e r  p r o g r a m  t h e y  w a n t ?

S e n .  R o d e y . T h e r e  a r e  s e v e r a l  r e a s o n s .  F i r s t  o f f ,  man y  
s t u d e n t s  g o  o u t s i d e ,  w h e n  I w a s  i n  s c h o o l ,  b e c a u s e  i t  w a s  
c c a p e r  i n  m any  w a y s .  T h i s  w o u l d  h o p e f u l l y  g i v e  u s  p a r i t y ,  
w h e t h e r  y o u  a r c  a b u s i n e s s m a n  o r  a  w o r k i n g  p e r s o n  i n  A l a s k a ,  
we a l l  k n ow  t h t  i t  c o s t  m o r e  t o  l i v e  h e r e .  T h i s  i s  a  v e r y  
i n d i r e c t  w a y  o f  a c k n o w l e d g i n g  t h a t  p r o b l e m .

S e n . Fahi i  L a m p . I n  many  a r e a s  o f  t h e  U n i v e r s i t y  we a r e  
s u b s  i d  i  z i n g  a n d  w o r k i n g  i n  e v e r y  w a y  we c a n  t o  t r y  a n d  i m p r o v e  
t h e  e d u c a t i o n  t h a t  i s  a v a i l a b l e  f o r  t h e  s t u d e n t s  w i t h i n  t h e  
s t a t e .  T h i s  t y p e  o f  e n c o u r a g m e n t  w i l l  h e l p  u s  t o  r e a c h  f u r t h e r  
a l o n g  t o w a r d  o u r  g o a l s  o f  e x c e l l e n c e  w i t h i n  t h e  c o u r s e s  o f f e r e d  
h e r e .  M o r e  s t u d e n t s  we h a v e  a v a i l a b l e ,  t h e  b e t t e r  o u r  c h a n g e s  
a r e  o i  s e c u r i n g  a n d  h a v i n g  m o r e  e x c e l l e n t  p r o g r a m s .



S e n .  R o d e y .  I n  r e s p o n d e  t o  S e n .  S t u r g u l e w s k i ' s e a r l i e r  c o n c e r n ,  
e d u c a t i o n  i s  s u b s i d i z e d  r e g a r d l e s s  o f  w h a t  l e v e l  a n d  h o w  we m i g h t  
h a v e  i t ,  b u t  s o c i e t y  h a s  d e t e r m i n e d ,  p a r t i c u l a r l y  i n  A l a s k a ,  t h a t  
a b i l i t y  t o  h a v e  c o l l e g e  l e v e l  c o u r s e s  i n  a  s t a t e  u n i v e r s i t y  a r e  
a b s o l u t e l y  e s s e n t i a l  t o  t h e  w e l l b e i n g  o f  t h e  s t a t e .  We a r e  
p a y i n g  t h a t  s u b s i d y  a s  e v e r y  o t h e r  s t a t e  i s  a n d  I  t h i n k  i t  i s  a  
w o r t h w h i l e  o n e  a n d  a  d e c i s i o n  t h a t  w a s  m a d e  b y  t h e  p u b l i c  m an y  
y e a r s  a g o .

S e n .  S t u r g u l e w s k i . T h e  m o r e  s u c c e s s f u l  we a r e ,  t h e  m o r e  
e x p e n s i v e  i t  i s .  I  h a p p e n  t o  b e l i e v e  i n  e d u c a t i o n  a n d  w i l l  b e  
i n t e r e s t e d  i n  D r .  R o m e s b u r g ' s  c o m m e n t s .

K e r r y  R o m e s b u r g . I w a s  a s k e d  t o  g i v e  a  f i s c a l  n o t e  o n  i t  a n d  
we h a v e n ' t  g i v e n  o n e  o n  t h e  b i l l  a s  i t  s t a n d s  b e c a u s e  we r e a l l y  
d o n ' t  k n ow  w h a t  k i n d  o f  f i s c a l  i m p a c t  i t  w o u l d  h a v e .  T o  d e t e r m i n e  
f i s c a l  i m p a c t  we w o u l d  h a v e  t o  d e t e r m i n e  h ow m a n y  s t u d e n t s  w o u l d  
b e  g r a d u a t i n g  f r o m  A l a s k a n  i n s i t u t i o n s  t h a t  w o u l d  b e  n o t  r e m a i n i n g  
h e r e  b e c a u s e  i f  t h e y  s t a y e d  h e r e  t h e r e  i s  n o  f i s c a l  i m p a c t  a t  a l l .  
T h e y  w o u l d  g e t  t h e  s a m e  c a n c e l l a t i o n  b e n e f i t s  f r o m  w o r k i n g  a n d  
l i v i n g  i n  A l a s k a ,  i t  w o u l d  j u s t  t a k e  t h e m  l o n g e r  t o  g e t  i t ,  5 
y e a r s  a s  o p p o s e d  t o  h a v i n g  i t  u p o n  g r a d u a t i o n .  S o ,  a s s u m i n g  
t h e r e  s t a y  h e r e  t h e r e  i s  n o  i m p a c t .  S o m e ,  u n d o u b t e d l y  g o  o u t  
a f t e r  t h e y  g r a d u a t e  a n d  d o  n o t  r e t u r n  a n d  I h a v e  n o  i d e a  o f  t h e  
n u m b e r s  s o  we r e a l l y  c a n ' t  t e l l  w h a t  k i n d  o f  i m p a c t  i t  w o u l d  
h a v e  f i s c a l l y .

T h i s  m e r e l y  i s  t o  p r o v i d e  t h e  i n c e n t i v e  f o r  t h e m  t o  
a t t e n d  i n - s t a t e  a n d  i t  r e  i l l y  i s  a c o m p r o m i s e  t h a t ' s  c o m e  o u t  
o f  a  f ew  y e a r s  o f  t h i s .  D i s c u s s e d  p a s t  b i l l s .

We h a v e  a v a i l a b l e  t h e  a b i l i t y  t o  g e t  i n  o n  a  p r o g r a m .  T h e r e  
a r c  a  c o u p l e  o f  t h i n g s  i n  y o u r  p a c k e t ,  " 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 " . .  T h i s  p r o g r a m  h a s  b e e n  a r o u n d  f o r  s o m e  t i m e ,  i n  f a c t  
i t  w a s  p a r t  o f  t h e  1 9 0 5  h i g h e r  e d u c a t i o n  a c t .  I t  p r o v i d e s  f u n d s  
f o r  s t u d e n t s  t o  g o  t o  c o l l e g e  u n d e r  a  f e d e r a l  s u b s i d y .  I t  i s  
r e a l l y  a n  i n s u r a n c e  p r o g r a m .  W h a t  i t  i s ,  t h e  f e d e r a l  g o v e r n m e n t  
i n s u r e s  a l o a n  a n d  s a y s  t h a t  i f  a b a n k  o r  n o n - p r o f i t  s t a t e  o r  
o t h e r  a g e n c y  m a k e s  a  l o a n  t o  a  s t u d e n t  f o r  e d u c a t i o n a l  p u r p o s e s ,  
t h e  f e d e r a l  g o v e r n m e n t  w i l l  u n d e r w r i t e  i t ,  w i l l  g u a r a n t e e  t h a t  
t h a t  l o a n  w i l l  b e  p a i d  b a c k .  We h a v e  n o t  p a r t i c i p a t e d  i n  t h e  
p r o g r a m  a s  l a r  a s  t h e  s t a t e  g o e s .  We h a v e  p a r t i c i p a t e d i n  t h e  
p r i v a t e  s e c t o r  f o r  s on i c  y e a r s  a n d  o u r  a g e n c y  h a n d l e s  t h a t .

I n  N o v e m b e r  o f  t h i s  y e a r  C o n g r e s s  m a d e  a  c h a n g e  i n  t h i s  
p r o g r a m  w h i c h  e n a b l e s  u s  t o  g e t  i n t o  i t  n o w .  W h a t  t h e y  d i d  i s  
i n  t h e  p a s t ,  t h e y  h a d  a  p a r e n t a l  i n c o m e  r e s t r u c t i o n ,  now t h e y ' v e  
r e m o v e d  i t .  B e f o r e  t h e y  w o u l d  p a y  i n t e r e s t  o n l y  f o r  a  p e r s o n  
who  h a d  a s a l a r y  o f  l e s s  t h a n  $ 2 5 , 0 0 0 .  T h a t ' s  g o n e  n o w .  T h e r e  
a r c  n o  i n c o m e  r e s t r i c t i o n s .  S o  now we c a n  p a r t i c i p a t e  i n  t h e  
p r o g r a m .  W en t  o v e r  f i g u r e s  o n  t h e  s h e e t .  -  ~—

f i n s  r e q u i r e s  a n u m b e r  o f  a m e n d m e n t s  a n d  i n  y o u r  p a c k e t  
i s  a 3 - ,  i g c  s h e e t  o f  a m e n d m e n t s  t o  SD 1 3 0 .  I w o u l d  l i k e  t o  
a p p o l o g i v e  f o r  t h e  f a c t  t h a t  we h a v e  t o  d o  i t  b y  t h i s  m e c h a n i s m .  
I u n d e r s t a n d  t h a t  t h e  S e n a t e  h a s  t a k e n  a p o s i t i o n  t h a t  t h e y  w i l l  
t a k e  n o t  new b i l l s  a n d  s o  now we a r c  g o i n g  t h e  a m e n d m e n t  r o u t e



instead of trying a separate bill.

Sen. Rodey. I am in agreement with these amendments and I 
think that Mr. Romesburg is to be congratulated for finding 
a way to save the state money and provide additional educational 
opportunities for Alaskan students and I will be more than 
happy to help carry this on the floor. I think it is a very 
desirable part cf the bill.

Kerry Romesburg. A number of the amendments are really just 
housekeeping kinds of things. The principal change is the 
one labeled section 4 which makes__1 oans_in.t£Xest bearing whi 1 e 
a"f ;udent is enrolle'cH TTTe "reason for that is not even the 
federal government will pay us interest if our law says we are 
not charging any. So we are going to charge them interest. The 
truth is the student won't pay any. If the federal government 
doesn't pay it, the state will waive it and pay it for them 
anyway.

E v e r y b o d y  wh o  a p p l i e s  w i l l  b e  e l i g i b l e ,  y e s .  B u t  t h e y  ma y  
n o t  b e  a b l e  t o  g e t  1 0 0 o« o f  t h e i r  l o a n  i n s u r e d  b y  t h e  f e d e r a l  
g o v e r n m e n t .  T h e  r e m a i n d e r ,  f o r  i n s t a n c e  i f  we w e r e  t o  a w a r d  a 
s t u d n e t  $ 3 , 0 0 0 ,  $ 2 , 5 0 0  w o u l d  b e  i n s u r e d  b y  t h e  f e d e r a l  g o v e r n ­
m e n t ,  $ 5 0 0  b y  u s .  W h i l e  t h e y  a r e  i n  s c h o o l ,  i n t e r e s t  w o u l d  
a c c r u e  o n  a l l  o f  t h a t .  T h e  f e d e r a l  g o v e r n m e n t  w o u l d  p a y  u s ,  
t h e  S t a t e  o f  A l a s k a ,  t h e  i n t e r e s t  o n  t h e  $ 2 , 5 0 0 .  W e ,  t h e  S t a t e  
o f  A l a s k a ,  w o u l d  p a y  o n  b e h a l f  o f  t h e  s t u d e n t  t h e  $ 3 0 0 ,  we w o u l d  
w a i v e  i t .  S o ,  f o r  t h e  s t u d e n t  t h e r e  i s  n o  c h a n g e .  B u t  f o r  u s  
i t  a m o u n t s  f o  a  l o t  o f  m o n e y .

R i g h t  now we s a y  t h a t  p a y m e n t s  b e g i n  w i t h i n  a  y e a r  a f t e r  
t h e y  g r a d u a t e  a n d  t h e  f e d e r a l  l a n g u a g e  s a y s  ' s h a l l  b e g i n  n o  
e a r l i e r  t h a n  9 n o r  l a t e r  t h a n  1 y e a r .  S o  we a r c  c h a n g i n g  t h a t  
t o  g e t  t h e  n o  e a r l i e r  t h a n  t h e  n i n e  m o n t h s  i n  a n d  t h e  f a c t  t h a t  
i t  h a s  t o  b e  p a i d  i n  n o t  l e s s  t h a n  5 n o r  m o r e  t h a n  1 0  y e a r s .  
H o w e v e r ,  i f  t h e y  c a n  a c c c l e r a g e  t h e i r  p a y m e n t s  a n d  r e c e i v e  
b e n e f i t s  o f  t h a t  k i n d .

T h e n  we h a v e  t h e  d e f e r m e n t s .  T h e  m i l i t a r y  d e f e r m e n t  t h a t  
we c u r r e n t l y  h a v e  f o r  3 y e a r s  t h e  i n  t h e  P e a c e  C o r p s ,  w h i c h  we 
d o  n o t  c u r r e n t l y  h a v e .  We h a v e  i t  o n l y  i f  i t  i s  r e q u i r e d  a l t e r n a t e  
s e r v i c e .  T h e  3 y e a r s  i n  t h e  d o m e s t i c  v o l u n t e e r  s e r v i c e  w h i c h  i s  
t h e  V 1 S 1 A  p r o g r a m  a n d  t h e  r e a l  new o n e  w h i c h  we h a v e n ' t  e v e r  
h a d  b e f o r e  i s  t h e  u n e m p l o y m e n t  o n e .  I f  a p e r s o n  s i m p l y  c a n n o t  
f i n d  a j o b  a n d  t h e y  a r e  s e e k i n g  u n e m p l o y m e n t  a n d  a r e  r e g i s t e r e d  
a s  s e e k i n g  u n e m p l o y m e n t  we c a n  w a i v e  p a y m e n t s  f o r  u p  t o  1 2  m o n t h s .  
The i n t e r e s t  i s  p a i d  b y  t h e  f e d e r a l  g o v e r n c m n t  a t  t h a t  t i m e .
I t  i s  a o n e - t i m e  o n l y  d u r i n g  t h e  l i f e  o f  t h e  l o a n .

1 h e  r e m a i n d e r  i s  m o s t l y  h o u s e k e e p i n g .

On e  t h e  f i s c a l  n o t e ,  t h e s e  a r e  o u r  e s t i m a t e s .  T h e  f i r s t  
y e a r  t h a t  we w o u l d  r e c e i v e  b e n e f i t  w o u l d  b e  n o t  8 0  b u t  81  wh en  
we a c t u a l l y  r e c e i v e  p a y m e n t .  We w o u l d  r e c e i v e  3 0 0 , 0 0 0  f r o m  t h e  
f e d e r a l  g o v e r n m e n t  i n  t h e  wa y  o f  i n t e r e s t  p a y m e n t s  t h a t  w o u l d



c o m e  i n t o  t h e  p r o g r a m .  No  o n l y  w i t h  t h i s  p r o g r a m  p a y  i n t e r e s t ,  
b u t  t h e y  w i l l  a l s o  p a y  a n  a d m i n i s t r a t i v e  c o s t  a l l o w a n c e  f o r  t h e  
a g e n c y  h a n d l i n g  t h e s e  l o a n s  - -  1 % o f  t h e  a m o u n t .  S o ,  we w i l l  
g e t  $ 5 0 , 0 0 0  a n d  1 0 . 0 0 0  u n d e r  c o n t r a c t u a l .  S o  t h e  f i r s t  y e a r  
we c a n  g e t  $ 3 6 0 , 0 0 0  i n  i n c o m e  f r o m  t h e  f e d e r a l  g o v e r n m e n t  a n d  
w i l l  r e d u c e  t h e  g e n e r a l  f u n d  b y  t h a t  a m o u n t .

T h e  w a y  t h i s  l o o k s  t o  m e ,  o v e r  t h e  n e x t  4 y e a r s  we w i l l  
h a v e  a b o u t  $ 1 . 6  f o r  t h e  S t a t e  o f  A l a s k a  w i t h o u t  a n y  a p p r e c i a b l e  
c h a n g e  i n  t h e  p r o g r a m  w h a t s o e v e r .

W h a t  h a p p e n s  i f  t )  e f e d e r a l  p r o g r a m  d r i e s  u p ?  T h e  S t a t e  
o f  A l a s k a  r e v e r t s  t o  t h e  p r o g r a m  w e ' v e  a l w a y s  h a d .

S e n .  F e r g u s o n . I  am r e a d y  f o x  a  m o t i o n ,  I  w o u l d  t h i n g  i t .  
w o u l d  b e  b e t t e r  t o  c r e a t e  a CS  b y  t h i s  c o m m i t t e e .

S e n ,  F a h r e n k a m p . I w o u l d  m o v e  t h a t  t h i s  c o m m i t t e e  e n t e r  a 
CS  f o r  S B  1 3 0  t o  i n c l u d e  a m e n d m e n t s  p r o p o s e d  t o  S B  1 3 0 .

S e n . F e r g u s o n . No  o b j e c t i o n s ?  S o  o r d e r e d ?  T h e  t i t l e  s h o u l d  
b e  c h a n g e d .

S e n .  S t u r g u l e w s k i . I m o v e  t h a t  we p a s s  o u t  o f  c o m m i t t e e  
C S S B  1 3 0  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  No  o b s  s o  o r d e r e d .
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The Honorable Glenn Hackney 
Chairperson, Senate Health, Education 

and Social Services Committee 
Pouch V
Juneau, Alaska 99811

Dear Senator Hackney:

Pleased be advised that Sheldon Jackson College endorses the intent and 
the substance of Senate Bill V130 that establishes an additional incentive 
in the Student Scholarship Loan Program for students to attend colleges 
and universities in Alaska.

Thank you for your consideration and best wishes at this busy legislative 
season.

Sincerely,

Hugh H. Holloway, Ph.D. 
President

cc: Rep. Eliason
Senator Mel and
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U n i v e r s i t y  o f  A l a s k a
F A I R B A N K S .  A L A S K A  9970 t

March 8, 1979

The Honorable Glenn Hackney 
Chairperson, Senate Health, Education

and Social Services Committee 
Pouch V
Juneau, Alaska 99811 I
Dear Senator Hackney:

I want you and other members of your committee to know that the University 
of Alaska strongly endorses both the intent and substance of Senate Bill 130, 
establishing an additional incentive in the Student Scholarship Loan Program 
for students to actend colleges and universities in Alaska.

This legislation— also favored by the Alaska Student Lobby— has particular 
merit because it is not coercive, would not force students to attend institutions 
of higher learning within the state, and yet it would very substantially benefit
those students who want to study and make their homes in Alaska. Current law
provides an incentive to students to live and work in Alaska following completion 
of their education by converting to a grant up to AO percent of their loans, based 
upon length of residence and employment in the state. To also allow time spent 
at an Alaskan colxege or university to be taken into account for this incentive
would seem to be a move to strengthen the basic objective of the loan act.

As you are well aware, a majority of those students receiving state scholar­
ship loans are attending colleges and universities outside Alaska. While many of 
these students undoubtedly desired to attend particular institutions beyond Alaska,
for one reason or another, there could very well be among them a number who might
have chosen to pursue their education in Alaska were an incentive such as that
proposed in SB 130 available to them.

I have heard no adverse comments on SB 130 and would, again, commend it highly 
as a means of increasing that body of trained and educated persons who are con­
tributing so substantially to Alaska's general well-being and progress. The legis­
lation will also, I believe, materially strengthen Alaskan colleges and univer­
sities, public and private, and thereby provide yet another incentive for students 
to remain in the state.

Sincerely,

Foster F. Diebold 
President

FFD/bkd
cc: Members, Senate HESS Comm.
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M E M O R A N D U M

TO:

FROM:

SUBJECT:

DATE:

The Honorable Glenn Hackney 
Alaska State Senate

Kerry D. Romesb 
Alaska Commissi

SB 130

March 16, 1979

ecutive Director
tsecondary Education

An example: If a student wishes a loan to attend Alaska Bible College, they
would still receive a loan under the state loan program. The difference 
being that their loan would not be federally guaranteed. Rather, it would 
be state "guaranteed"; that is, it would be handled the same as it is 
currently.

There would be no attendance restrictions which do not currently exist.
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AMENDMENTS TO

SB 130

The S t a t e  o f  A l a s k a ,  t h r ough  the s t a t e  s c h o l a r s h i p  loan program,  i s
e l i g i b l e  t o become a l e n d e r  under the Gua r an t eed  S t ud en t  Loan Program
as p r o v i d e d  f o r  under  T i t l e  ' V, P a r t  B o f  t he  Higher  E d u c a t i o n  Act  o f  
1965, a s  amended.  T h i s  program wou l d  p r o v i d e  c e r t a i n  b e n e f i t s  to the 
S t a t e  and t o  the S t a t e  l oan program wh i ch o t h e r w i s e  wou l d  be u n a v a i l a b l e .
To e n a b l e  t h i s  o a r t i c i p a t  i on ,  t he f o l l o w i n g  amendments most  be made t '  
t he s c h o l a r s h i p  'oan program.

S e c t i o n  3* AS 1 *4. *»0. 763 (b) i s  amended t o  r ead :

(b) The l oan s  may on l v  be used to a t t e n d  a c a r e e r  e d u c a t i o n  program
[APPROVED BY THE COMMISSION] o r  a c o l l e g e  o r  u n i v e r s i t y  [ACCREDITED 
BY THE ACCREDITATION ASSOCIATION FOR THE REGION IN WHICH THE 
COLLEGE OR UNIVERSITY IS LOCATED] approved  by the commi s s i on ,
and i f the l oans  a r c  f e d e r a l l y  i n s u r e d ,  by the U.S.  Commi ss i oner
o f  E d u c a t i o n .

S e c t i o n  I t . AS 1 **. ^0. 7&3 (e) i s  amended to r e ad :

(e) Loans a r e  [NON-INTEREST] i n.te. c s t  bea r  i nq w h i l e  a s t u d e n t  i s  
e n r o l l e d  under  (c) o f  t h i s  s e c t i o n  or  i s  r e c e i v i n g  a de f e rmen t  
o f  payments unde r  (k) o f  t h i s  s e c t i o n  howeve r ,  a s t u d e n t  s h a l l  
be e n t i * l e d  to have pa i d  on h i s  b e h a l l  and f o r  h i s  a ccoun t  a 
p o r t i o n  o f  t he  i n t e r e s t  in a c c o r da nce  w i t h  (m) o f  t h i s  s e c t i o n .

S e c t i o n  5- AS 1̂ . 1*0.763(g) i s  r e p l a c e d  by:

(g ) Loan repayment  o f  t he p r i n c i p a l  amount t o g e t h e r  w i t h  i n t e r e s t
t h e r e o n ,  in p e r i o d i c  i n s t a l l m e n t s ,  s h a l l  b e g i n  no e a r l i e r  than 
n i n e  months nor l a t e r  than one y e a r  a f t e r  the s t u d e n t  t e r m i n a t es 
h i s  s t u d i e s  and s h a l l  p r o v i d e  f o r  repayment  o f  the t o t a l  amount  
owed in not  l e s s  than l i v e  hor more than ten y e a r s  f rom the 
commencement o f  repaym6n„ and not  more than f i f t e e n  y e a r s  from 
t he  d a t e  o f  e x e c u t i o n  o f  the o r i g i n a l  p r om i s s o r y  no t e  e v i d e n c i n g  
t he  d i s b u r s eme n t  o f  t he  l oan ,  excep t  as p r o v i d e d  f o r  in (k) and 
(e) o f  th i s s e c t  i(in .

S e c t i o n  6 . AS . <40. 763 (k) i s  r e p l a c e d  by:

( k 1 P e r i o d i c  i n s t a l l m e n t s  o f  p r i n c i p a l  s h a l l  be d e f e r r e d ,  bu t  i n t e r e s t  
s h a l l  a c c r u e  and be p a i d  u n l e s s  t he bo r rower  i s  e l i g i b l e  f o r  
i n t e r e s t  payment b e n e f i t s  under  (m) of t h i s  s e c t i o n ,  d u r i n g  any 
o f  the f o l l o w i n g :

PURPOSE OF AMENDMENTS.

r e t u r n  to s t ud en t  s t a t u s  as p r o v i d e d  in (c) o f  t h i s  s e c t i o n ;



of the Un i ted S tate s ;

s e r v i n g ,  f o r  up to t h r e e  y e a r s ,  as  a v o l u n t e e r  under the
Peace Corps Ac t ;

s e r v i n g ,  f o r  up to t h r e e  y e a r s ,  as  a f u l l - t i m e  v o l u n t e e r
unde r  the Domes t i c  V o l u n t e e r  S e r v i c e  Ac t  o f  1573;

f o r  a one- t ime ,  up to t w e l v e  months ,  p e r i o d  in whi ch the  |
bo r rowe r  i s  s e e k i n g  arid u na b l e  to f i n d  employment  in t he  1
Un i t e d  S t a t e s ; o r

i f  bo r rowe r  becomes d i s a b l e d ,  50 p e r c e n t  o r  g r e a t e r , as
c e r t i f i e d  by competent  med i ca l  a u t h o r i t y .

S e c t i o n  7- AS 1*4.*40. 763 i s  amended by a dd i ng  a new s e c t i o n  wh i ch r e a d s :

(e) In c a s e  o f  h a r d s h i p ,  the commi t t ee  may,  i n up t o  s i x  month i n c r emen t s ,  
e x t e nd  repayment  o f  a l oan f o r  an a d d i t i o n a l  p e r i o d  o f  up to f i v e  
y e a r s ,  w i t h i n  the f i f t e e n  y ea r  r e qu i r emen t  of  (g) o f  t h i s  s e c t i o n .

S e c t i o n  8 . AS 1*1.*40.763 i s  amended by a dd i ng  a new s e c t i o n  wh i ch r e ad s :

(m) a bo r rowe r  i s  e l i g i b l e  f o r  payment on h i s  b e h a l f  by the U.S.
Commi s s i oner  o f  E d u c a t i o n ,  a p o r t i o n  o f  t he  i n t e r e s t  on t h a t  
p o r t i o n  o f  h i s  l oan wh i ch  i s  f e d e r a l l y  i n s u r e d ,  and by the S t a t e  
o f  A l a s k a ,  a p o r t i o n  of  the i n t e r e s t  on t h a t  p o r t i o n  o f  h i s  
l oan wh i ch i s  not  f e d e r a l l y  i n s u r e d  d u r i n g

1. t h a t  p e r i o d  p r i o r  t o the b e g i n n i n g  o f  the repayment  p e r i o d  
o f  t h a t  l oan

2 . d e t r i m e n t s  as p r o v i d e d  f o r  under  (k) o f  t h i s  s e c t i o n  excep t

( i )  wnen m i l i t a r y  s e r v i c e  under  ( k ) (2) ex c eed s  t h r e e  y e a r s ,  
ar d ,

( i i )  whin d i s a b i l i t y  undct  ( k ) (6 ) i s  50 p e r c e n t  or  g r e a t e r ,  
bu' l e s s  than t o t a l

in whi  h c a s e ,  the S t a l e  o f  A l a s k a  w i l l  pay on b e h a l f  
of  t he bor rowe i  the i n t e r e s t  on a l l  l oan amount s .

S e c t i o n  9. AS I *i. *40. 763 ( j ) i s  amended to road:

( j )  A p o r t i o n  o f  a l oan s h a l l  be (CONSIDERED A GRANT] p a i d  on b e h a l f  
ot the b or rowe r  by the S t a t e ot A l a s k a , i f ,  upon c omp l e t i on  of  
t ue c o u r s e  o f  s t u d y  l o r  whi ch the loan was g r a n t e d ,  the (GRANTEE] 
bo r rowe r  spends  at  l e a s t  two y e a r s  employed In the s t a t e .  The 
p o r t i o n  o f  the loan whi ch s h a l l  be (REGARDED AS A GRANT] p i i d by 
the S t a t e  s h a l l  be the f o l l o w i n g  p e r c e n t a g e s  o f  the t o t a l  loan 
r e c e i v e d  p l u s  [ACCRUED] I n t e r e s t . :
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1 . two-three years res i dency 10 per cent
2 . th ree - fou r  years res i dency [ 2 0 ] 10 per cent
3 . f o u r - f i v e  years res i dency [ 3 0 ] 10 per cent
*♦. over f ive years res i dency No ] 10 per cent
fo r l to a to ta l  o f *40 per cent.

Section • ;). AS 1*4.*40.806 is amended by adding a new de f in i t i o n ,  and 
renumbering as required, that reads:

. Whn

(2) " f e d e r a l l y  insut .*d" means a loan covered by the provisions 
o f  the Guaranteed Student Loan Program o f  T i t l e  IV, Part B, 
o f  the Higher Education Act o f  1365 (P .L . 8 9 — 325>) , as amended,
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I n t r o d u c e d :  2 / 1 2 / 7 9
Referred: Health, Education
& Social Services and 
Finance

IN THE SENATE BY RODEY, HACKNEY AND SACKE. ' 

SENATE BILL NO. 130

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act establishing incentives for students to attend

colleges and universities in Alaska;^uj^^etr^Cding for 

an effective date." _ U A s
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section J . The legislature determines that

(1) there are no incentives in the student loan program for resi­

dents of Alaska to attend colleges and universities in Alaska as compared 

with colleges and universities outside Alaska;

(2) the result of this lack of incentives is that 64.9 per cent of

all undergraduate student loans and 92.9 per cent of graduate student loans

go to students attending colleges and universities outside Alaska;

(3) the amount of the average loan to undergraduate studentn 

attending colleges and universities in Alaska is lower than the average of 

similar loans in all but one of the 10 western states and the amount of the 

average loan for graduate students is the lowest in the West;

(4) the funds spent on education in Alaskan colleges and univer­

sities go further than when the funds are spelt out of state; and

(5) it would be an aid to the Alaskan economy if the funds in the

student loan program were spent for education in Alaskan colleges and univer­

sities .

* Sec. 2. AS 14.40.763 is amended by aduing a new subsection to read:

(1) Each year spent attending a college or university in Alaska 

qualifies as a yeur of employment and residency under (J) of this 

section.

-1- SB 130



AMENDMENTS TO

SB 130 '

The S t a t e  o f  A l a s k a ,  t h rough t he  s t a t e  s c h o l a r s h i p  loan prog ram,  i s  
e l i g i b l e  t o  become a l e n d e r  unde r  t he  Gua r an t eed  S t uden t  Loan Program 
as  p r o v i d e d  f o r  unde r  T i t l e  iV,  P a r t  B o f  the Hi gher  F - u c a t i o n  Act  o f  
1965, a s  amended.  T h i s  program wou 1 d’ p r o v i d e  c e r t a i n  b e n e f i t s  t o the 
S t a t e  and t o  t he  S t a t e  l oan program wh i ch o t h e r w i s e  wou l d  be u n a v a i l a b l e .
To e n a b l e  t h i s  p a r t i c i p a t i o n ,  the f o l l o w i n g  amendments must  be made to 
t h e  s c h o l a r s h i p  l oan program.

S e c t i o n  3- AS lA.AO.763(b) i s  amended t o  r ead :

(b) The l oan s  may o n l y  be used t o  a t t e n d  a c a r e e r  e d u c a t i o n  program
[APPROVED BY THE COMMISSION] o r  a c o l l e g e  o r  u n i v e r s i t y  [ACCREDITED 
BY THE ACCREDITATION ASSOCIATION FOR THE REGION IN WHICH THE 
COLLEGE OR UNIVERSITY IS LOCATED] approved by the commi s s i on ,  
and i f  t he l oans  a r e  f e d e r a l l y  i n s u r e d ,  by the U.S.  Commiss■~ner 
o f  E d u c a t i o n .

S e c t i o n  A. AS IA . AO. 763(e) i s  amended to r ead :

(e) Loans a r e  [NON-INTEREST] i n t e r e s t  b e a r i n g  w h i l e  a s t u d e n t  i s  
e n r o l l e d  unde r  (c) o f  t h i s  s e c t i o n  o r  i s  r e c e i v i n g  a de f e rmen t  
o f  payment s  unde r  (k) of  t h i s  s e c t i o n ,  howeve r ,  a s t u d e n t  s h a l l  
be c n t i t l e d  to have pa i d  on-h i s  b e h a l f  and f o r  h i s  a ccoun t  a 
p o r t i o n  of  t he  i n t e r e s t  in a c c o r d a n ce  w i t h  M - o f  t h i s  s e c t i o n .

S e c t i o n  5. AS lA.AO.763(g) i s  r e p l a c e d  by:  ^

(y ) Loan repayment  o f  t he  p r i n c i p a l  amount t o g e t he r  w i t h  i n t e r e s t  
t h e r e o n ,  in p e r i o d i c  i n s t a l l m e n t s ,  s h a l l  b eg i n  no e a r l i e r  than 
n i ne  months nor  l a t e r  t han one y ea r  a f t e r  the s t u d e n t  t e rm i n a t e s  
h i s  s t u d i c s  and s h a l l  p r o v i d e  f o r  repayment  o f  t he  t o t a l  amount 
owed in not  l e s s  t han f i v e  nor more than ten y e a r s  f rom the 
commencement o f  repayment  and not  more than f i f t e e n  y e a r s  f rom 
the  d a t e  o f  e x e c u t i o n  o f  the o r i g i n a l  p r om i s s o r y  note  e v i d e n c i n g  
t he  d i s b u r s emen t  o f  t he  l oan ,  e x c ep t  as p r o v i d e d  f o r  in (k) and 
(e) o f  t h i s  s e c t i o n . .

S e c t i o n  6 . AS I A . i|0. 76.3 (k) i s  r e p l a c e d  by:

(k ) P e r i o d i c  i n s t a l l m e n t s  o f  p r i n c i p a l  s h a l l  be d e f e r r e d ,  bu t  i n t e r e s t  
s h a l l  a c c r u e  and be pa i d  un l e s s  the bo r rower  i s  e l i g i b l e  f o r  
i n t e r e s  1 payment b e n e f i t s  under  o f t h i s  s e c t i o n ,  d u r i n g  any 
o f  the f o l l o w i n g

I . r e t u r n  to s t u d e n t  s t a t u s  as p r o v i d e d  in (c) o f  t h i s  s e c t i o n  ;

PURPOSE OF AMENDMENTS.



3 . s e r v i n g ,  f o r  up t o  t h r e e  y e a r s ,  a s  a v o l u n t e e r  under  the
Peace Corps A c t ;

A. s e r v i n g , f o r  up t o  t h r e e  y e a r s ,  as  a f u l l - t i m e  v o l u n t e e r
unde r  the Domes t i c  V c l u n t  ' e r  S e r v i c e  Act  o f  1973;

5 . f o r  a one- t ime ,  up to t w e l v e  months ,  p e r i o d  in wh i ch t he
b o r rowe r  i s  s e e k i n g  and unab l e  to f i n d  employment  in t he  
Un i t e d  S t a t e s ;  or

6 . i f  bo r rowe r  becomes d i s a b l e d ,  50 p e r c e n t  o r  g r e a t e r ,  as
c e r t i f i e d  by competent  med i ca l  a u t h o r i t y .

S e c t i o n  7. AS 1A.A0.763 i s  amended by a dd i ng  a new s e c t i o n  wh i ch  r e a d s :

(e) In c a s e  o f  h a r d s h i p ,  the commi t t ee  may, in up to s i x  month I n c r emen t s  
e x t e nd  repayment  o f  a loan f o r  an a d d i t i o n a l  p e r i o d  o f  up t o  f i v e  
y e a r s ,  w i t h i n  the f i f t e e n  y e a r  r equ i r emen t  o f  (g) o f  t h i s  s e c t i o n .

S e c t i o n  8. AS 1A.A0.763 i s  amended by a dd i ng  a new s e c t i o n  wh i ch r e a d s :

a bo r rowe r  i s  e l i g i b l e  f or  payment on h i s  b e h a l f  by t he  U.S.  
i Commi s s i oner  c f  E d u c a t i o n ,  a p o r t i o n  o f  the i n t e r e s t  on t ha t
r  p o r t i o n  o f  h i s  l oan wh i ch  i s  f e d e r a l l y  i n s u r e d ,  and by the S t a t e

o f  A l a s k a ,  a p o r t i o n  o f  the i n t e r e s t  on t ha t  p o r t i o n  o f  h i s  
l oan wh i ch  i s  not  f e d e r a l l y  i n s u r e d  d u r i n g

I .  t h a t  p e r i o d  p r i o r  to t he  b e g i n n i n g  o f  the repayment  p e r i o d
o f  t h a t  loan

?. d e f e rm en t s  as p r o v i d e d  f o r  under  (k) o f  t h i s  s e c t i o n  excep t

( i )  when m i l i t a r y  s e r v i c e  undci  (k ) (2 ) exceed s  t h r e e  y e a r s ,  
a n d ,

( i i )  when d i s a b i l i t y  under  ( k ) (6) i s  50 percent o r  g r e a t e r ,  
b u t  l e s s  t han t o t a l

i n  wh i ch  c a s e ,  t he  S t a t e  o f  A l a s k a  w i l l  pay on b e h a l f  
o f  t he bo r rower  the i n t e r e s t  on a l l  l oan amount s .

S e c t i o n  9- AS 1A.A0.763(j ) i s  amended to read :

( j )  A p o r t i o n  o f  a loan s h a l l  be [CONSIDERED A GRANT] pa i d  on b e h a l f  
o f  t he b or rowe r  by t he  S t a t e  o f  A l a s k a , i f ,  upon c omp l e t i o n  o f  
t he c o u r s e  o f  s t u d y  f o r  wh i ch the l oan was g r a n t e d ,  the [GRANTEE] 
b o r rowe r  spends  a t  l e a s t  two y e a r s  employed in the s t a t e .  The 
p o r t i o n  o f  t he loan wh i ch s h a l l  be [REGARDED AS A GRANT] p a i d by 
the S t a t e  s h a l l  be the f o l l o w i n g  p e r c e n t a g e s  o f  t he t o t a l  l oan 
r e c e i v e d  p l u s  [ACCRUED] i n t e r e s t :



2. t h r e e - f o u r  y e a r s  r e s i d e n c y  [20] JjO per  c e n t
3. f o u r - f i v e  y e a r s  r e s i d e n c y  [30] pe r  c e n t
k .  o v e r  f i v e  y e a r s  r e s i d e n c y  [^0] 10 per  ce n t

f o r  up to a t o t a l  o f  kO per  c e n t .

S e c t i o n  10. AS 1̂ .^0.806 i s  amended by a dd i ng  a new d e f i n i t i o n ,  and 
r enumber i ng  as r e q u i r e d ,  t h a t  r e a d s :

(2) " f e d e r a l l y  i n s u r e d "  means a loan c o v e r e d  by t he  p r o v i s i o n s  
o f  the Gua ran t eed  S t u d en t  Loan Program o t  T i t l e  IV,  P a r t  B, 
o f  the Hi gher  E du c a t i o n  Act o f  1965 (P .L .  89-329) ,  as  amended.



ALASKA STUDENT LOAN PROGRAM

1978-79

Financial .Status:
ActUc'l Balance of Revolving Fund 6-30-78 
79 Appropriation

Total Available 
78-79 Loans Awarded as Per Authorization 

Balance
78-79 Loans Awarded - Additional 

Balance
Anticipated Collections thru 6-30-79 
Projected Balance FY 80

$ 2,690.2
5.600.0 

$ 6,290.2
(5,000.0) 

S 1,290.2
 (900.0)
S 390.2

1.440.0 
S 1,830.2

FY SO Budget (Original Request):

General Fund 
Revolving Fund 

Total

Loan Awards:

Cont.
$4,420.0
1,400.0

$5,820.0

Add.
$1,227.0

453.0
$1,680.0

Undergrad. Graduate Total
77-78 Actual 1,985 280 2,265
78-79 Present (S-27-7S) 2,328 545 2,673 ‘
78-79 Pending (11-17-78) N. A. N.A. 513

Descriptive Information:
1. Average award 77-78 $2,035

78-79 2,207
2. Undergrad./Grad. Ratio

Undergrad. Graduate
77-78 87.6% 12.4%
78-79 (8-27-78) 87.1 12.9

5. Attendance In-State/Out:-of-State:
Undergraduate Graduate Total

In-State _Out In-State Out In-State
77-78 35.9% 9.6% /"90;4V) 32.*.*^
78-79 51.9 ( y  69.1/ 16. S VSSJjy ' 20.0

Observations:
1. The huge increase in applications this year is an acros_ the-board 

increase occurring at both the undergraduate and graduate levels.
2. The ivcreasing cost of attending a postsecondary educational 

institution, as well as the increased undergraduate loan maximum (from $2,500 
to $5,000) is reflected in an 8.6% increase in the average loan award.

3. The number of persons remaining in school if inrreasing, as is the 
number of new applicants. This is probably ir. part, a reflection of the 
post-pipeline economy of the State.

4. The FY 80 budget request is must likely underestimated. Funding 
for the current year could require as mjch as $7.3 millior, if all applicants 
were to receive funds. If $7.5 million is used for 1 977- 7S , 78-79 could 
require about SS.2 million. This is based upon 5,400 applicants at an average 
loan award of $2,400.



F. Alternate Actions:
AS 14.40.751. "There is created a scholarship revolving loan 

fund. . . . All repayments of principal and interest on scholarship loans 
shall be paid into the scholarship revolving loan fund and shall be used 
to make new scholarship loans. If estimated funds available from scholar­
ship loan repayments are inadequate to fully.fund estimated scholarship 
loans for any fiscal year, additional funding from the General Fund may be 
requested and appropriated for that year."

1.(a) We have mailed letters to all pending applicants informing them 
of the difficulty. We told them we will fund them if funds become available, 
and then maybe only for the second half of the academic year. We could 
continue in this manner, seek a supplemental budget appropriation when the 
Legislature convenes, and act accordingly.

(b) If we do this, it means that 515 applicants get nothing for 
fzrst semester. It means some of these, plus new additional applicants 
attending a school on a quarter-term wouln get nothing for the first and 
possibly second quarter. If the supplemental passes, and if it survives 
veto possibilities, some students would receive funds. Based upon a 50% 
estimate, this would require about $700 thousand and mean an 78-79 outlay 
of $6.6 million. It also means we would have the projected $1.8 million 
in the revolving fund for our FY SO match.

2. (a) We could fund all applications out of the revolving fund, h'e 
could then ask the Legislature for a supplemental to reimburse the revolving 
account and theiebv produce the FY SO match. Or, we could go into FY SO 
with little or no match (an estimated $400 thousand would be left).

(b) The initial budget recommendations for FY 80 call for us to 
deplete ttie revolving fund next year in exactly the manner suggested here. 
The reason for this is to minimize the General Fund requirement. If we 
deplete the revolving fund this year and rely on total General Fund support 
for next year, we could face a difficult time -- if not in the Legislature, 
then surviving veto provisions. If funds are not forthcoming in FY 80, we 
would confront denying continued funding to as many as 1,500 students.

5. With either of the above alternatives, or any others, a number of 
changes could be suggested to reduce the loan volume. These include:

a. increasing the interest rate
b. removing the cancellation provisic *
c. increasing the residency requiremei ts, or 

giving preference to those with longer residency
d. making the loan program more "need" based in 

the Federal loan sense, i.e., restrictions on 
parental income, personal income, etc.

e. restricting the loans to certain programs, states, 
levels.
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Finance

Introduced: 2/12/79

IN THE SENATE BY RODEY, HACKNEY AND SACKETT

SENATE BILL NO. 130 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act estab1ishing incentives for students to attend

colleges and universities in Alaska; and providing for 

an effective date."

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

* Section 1. The legislature determines that

(1) there are no incentives in the student loan program for resi­

dents of Alaska to attend colleges and universities in Alaska as compared 

with colleges and universities outside Alaska;

(2) the result of this lack of incentives is that 64.9 per cent of

all undergraduate studem. loans and 92.9 per cent of graduate student loans

go to students attending colleges and universities outside Alaska:

(3) the amount cf the average loan to undergraduate students 

attending colleges and universities in Alaska is lower than the average of 

similar loans in all but one of the 10 western states and the amount of the 

average loan for graduate students is the lowest in the West;

(4) the funds spent on education in Alaskan colleges and univer­

sities go further than when the funds are spent out of state; and

(5) it would be an aid to the Alaskan economy if the funds in the

student loan program were spent for education in Alaskan colleges and univer­

sities .

* Sec. 2. AS 14.40.763 is amended by adding a new subsection to read:

(1) F.ach year spent attending a college or university in Alaska 

qualifies as a yeur of employment and residency under (j) of this 

section.

-1- SB 130



REQUEST 
Bill/Resolution No. 
Title____________

THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE

. r i5CAL_MTE .

SB 130 (as amended)_____________ __

Requested by_ Date

II. FISCAL DEI AIL
Agency Affected Education (Alaska roirjnicsion on Lucicc-con-larr Education 1
Program Category Affected Education
BRU, Program, or Subprogram(s) Affected Student Scholarship Loan Program______________(Note: If more than one budget component is affected, separate line-item amounts and fundi,ig for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 79 FY HO FY 81 FY H2 FY 83 FY 84
100 _TERSONAL SERVICES . . . .  ■ , 1 57.0 63.0 6 0 . 0
200 TRAVEL
300 CONTRACTUAL 10.0 11.0 12.0 13.0
4 0 0 C O M M O D I U L Soo EQUIPMENT600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 0 L.

J o o o 3h0.0 37'>t.O 1(11.0h  ' -
TOTAL 0 0 3o0.0 ho8  o It 1(0.0 '<93.0

FUNDING (Thousands of Dollars)
GENERAL FUND 0 0 (360 .0 ) ( 1(0 8 . 0 ) (1(1(9. 0) (1*93.0)FEDERAL FUNDS 0 0 <360.Ot 1(0 8 . 0 1(1(9.0 1(93.0
Oi l 11 R (Specify Fund Source)

POSITIONS 
FULL TIMK 0 0 0 0 ■J 0
p a r ; Tl MI- 0. 1 • 0 0 0 0TEMPORARY o u o 0 0 , _Q_____

111. ANALYSIS (See Fiscal Note Preparation Instructions. Section III)
Ff 82, 33, 8h Is based roughly upon n 10% finmml increase in loan volumes.

IV. DATE M-o-'-l 1-', _____
Original: Legislative Finance 
cc: Budget and Management

Prune Sponsor (First Legislator Named)
3 3 -0 0 1  tKev. 12/78)



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

The Guaranteed Student Loan Program (GSL) was originally enacted under 
Title IV, Part B of the Higher Education Act of 19G5. The purpose is 
to: encourage State and private non-profit agencies to establish ade­
quate loan insurance programs for students in eligible institutions; 
provide a Federal program of student loan insurance for students not 
having reasonable access to a state or private non-profit student loan 
program (FISL) ; and pay Federal interest, subsidy on loans made under 
these programs as well as on loans made under direct state loan programs.

Under this program students may borrow up to $2,500 as an undergraduate 
and up to $5,000 as a graduate student per year. Repayment is to include 
a maximum of 7% interest on the ? ns.

While a student is enrolled in school or under the following deferments:

1. return full-time student status,
2. active duty in Armed Forces (up to 3 years),
3. service in the Peace Corps or VISTA (up to 3 years),
4. seeking and unable to secure employment (up to 12 months), and
5. totally disabled

the federal program v ill pay, on behalf of the student borrower, the 
interest on the loams).

If a borrower defaults, files bankruptcy, or dies, the holder of the
note is reimbursed the entire amount due, interest and principal. That
is, the federal program "guarantees" the payment of the loan.

The program also provides for additional payments if defau1ted loans 
are pursued and collected and annual admin:
The administrative cost, allowances are bas<
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FR0M: FOSTER Fr DIEBOLD. PRESIDENT. UNIVERSITY OF ALASKA. F B K 5 . , AK 9970!

' WANT y o u  a n d  o t h e r  m e m b e r s  o f  y o u r  c o m m i t t e e  t o  k n o w  t h a t  t h e  u n i v e r s i t y

OF ALASKA STRONGLY ENDORSES BOTH THE INTENT AND SUBSTANCE OF SB 130, 
ESTABLISHING AN ADDITIONAL INCENTIVE IN THE STUDENT SCHOLARSHIP LOAN 
PROGRAM FOR STUDENTS TO ATTEND COLLEGES AND UNIVERSITIES IN ALASKA.

THIS LEGISLATION— ALSO FAVORED BY THE ALASKA STUDENT LOB B Y — HAS 
PARTICULAR MERIT BECAUSE IT IS NOT COERCIVE, WOULD NOT FORCE STUDENTS 
TO ATTEND INSTITUTIONS OF HIGHER LEARNING WITHIN THE STATE, AND YET IT 
WOULD VERY SUBSTANTIALLY BENEFIT THOSE STUDENTS WHO .WANT TO STUDY AND 
MAKE THEIR HOMES JN ALASKA. CURRENT LAW PROVIDES AN INCFNTIVE TO STUDENTS 
TO LIVE AND WORK IN ALASKA FOLLOWING COMPLETION OF THFIR EDUCATIC' BY 
CONVERTING TO A GRANT UP TO 40 PERCENT OF THEIR LOANS, BASED UPON LENGTH 
OF RESIDENCE AND EMPLOYMENT IN THE STATE. TO ALSO ALLOW TIME SPENT AT AN 
ALASKAN COLLEGE OR UNIVERSITY TO BE TAKEN INTO ACCOUNT FOR THIS INCENTIVE 
WOULD SEEM TO BE A MOVE TO STRENGTHEN THE BASIC OBJECTIVE OF THE LOAN ACT.

$  ★★★★★THIS MESSAGE TO BE C O N T I N U E D * ^ * *  * EOM

i
•  LA21 2395 15.55 JA01 0071 15.55 03/09/79

I I
•  CONTINUATION OF MESSAGE TO SEN. HACKNEY FROM FPSlER DIEBOLD

I AS YOU ARE WELL AWARE, A MAJORITY OF THOSE STUDENTS RECEIVING STATE 
SCHOLARSHIP LOANS ARE ATrENDlNG COLLEGES AND UNIVERSITIES OUTSIDE 
ALASKA. WHILE MANY OF THESE STUDENTS UNDOUBTEDLY DESIRED TO ATTEND 
PARTICULAR INSTITUTIONS BEYOND ALASKA, FOR ONE REASON OR ANOTHER,

#  THERE COULD VERY WELL BE AMONG THEM A NUMBER WHO MIGHT HAVE CHOSEN TO 
PURSUE THEIR EDUCATION IN ALASKA WERE AN INCENTIVE SUCH AS THAT 
PROPOSED IN SB 130 AVAILABLE TO THEM.

I HAVE HEARD NO ADVERSE COMMENTS ON SB 130 AND WOULD, AGAIN, COMMEND IT 
HIGHLY AS A MEANS OF INCREASING THAT BODY OF TRAINED AND EDUCATED PERSONS 
WHO ARE CONTRIBUTING SO SUBSTANTIALLY TO ALASKA'S GENERAL WELL-BEING AND 
PROGRESS. THE LEGISLATION WILL ALSO, I BELIEVE, MATERIALLY STRENGTHEN 
ALASKAN COLLEGES AND UNIVERSITIES, PUBLIC AND PRIVATE, AND THEREBY 
PROVIDE YET ANOTHER INCENTIVE FOR STUDENTS TO REMAIN IN THE STn._.

F B K 5 LIO/AW/EOM

$
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. . f.*CT SHEET ON SB 130; "An act establishing incentives for students to attend
colleges and universities in Alaska; and providing for 
an effective date."-

Purpose: This bill would amend AS 14.40.763, changing the Alaska Student Loan 

Program by establishing financial incentives for Alaskan students to pursue their 

postsecondary education in-state. It does not punish, in any way, those students 

who nonetheless choose to go "outside" for their college education. For those per­

sons, the loan program remains exactly the same.

Introduction: Established by the 1971 Legislature, the Alaska Student Loan Program 

provides low-cost educational loans to Alaskan students enrolled in undergraduate,

graduate or career degree programs. In the seven years of operation, from 1971-72

through 1977-78, nearly 12,000 loans have been awarded to Alaskans pursuing education 

at the postsecondary level. These loans account for a combined total of over $21 

million in state financial assistance.

Loan amount ceilings have been $2,500 and $5,000 respectively for undergraduate 

and graduate students, though the maximum loan limit for undergraduate study was 

raised to $3,000 by the 1978 Legislature. These need-based loans offer'the recipient 

a ten-vear repayment period at an annual interest rate of five percent. The student 

may use the state loan to attend any accredited college or university in the nation, 

or to attend approved vocational-technical education programs. An incentive, in the 

form of up to 40 percent cancellation, is offered to those individuals who work in 

Alaska after completion of their programs of studies.

Objectives: This bill, without changing rhe existant provision relating to the 40 

percent cancellation, would ajlsô  tie that provision to attendance at a college, uni­

versity or voc-tech program in Alaska so that the student would enjoy a 10 percent 

cancellation after two years of attendence in-state, 20 percent after three years,

30 percent after four years, and the maximum cancellation of 40 percent after either 

w a r s  of attendence or residence.



'i

The benefits of this bill are primarily threefold:

1) Alaskans going to school in Alaska would receive direct financial 

benefit - without causing any reduction in benefits to those who still choose to 

go outside for their education;

2) because the amount of the average loan to undergraduate students attending 

colleges and universities in Alaska is lower than the average of similar loans

in all but one of the 10 western states and the amount of the average loan for grad­

uate students is the lowest in the West, the funds spent on educational loans would 

go further if a greater percentage of those funds were spent in-state (at present,

64,9 percent of all undergraduate student loans and 92.9 percent of graduate stu­

dent loans go to students attendJng colleges and universities outside Alaska);

3) in addition to tne point made above, that more students could receive 

loans without an increase in allocation of funds if more loans were made to students 

in-state, the Alaskan economy would also benefit from a greater expenditure of funds 

in-st ate.

Othor Considerations*L

I ian awards for FY 1979 have increased by approximately $2.2 million over the 

total of $4.6 million spent in FY 1978. That huge increase was due to three factors:

* increase in applications;

* increase in cost of education;

* increase in maximum undergraduate loan ceiling from $2,500 to $3,000.

There is another bill being considered by the Legislature this year, S3 10 by

S u m ne r  and Ferguson, which would make a special appropriation for FY 1980 of $7.5

m i l l i o n  ($5.6 million General Fund), and for FY 1981 of $8 million ($5.9 million 

G e n e r a l  Fund) to the student scholarship loan program. That bill has slrend) passed 

, i t  o i  Senate HESS and is presently before Senate F i n a n c e ,  i t s  significance rests in 

: t that it would mandate a two-year appropriattor. <3 li.at loans could still

* .irded in the spring of 'SO for the '81 school year.



In addition, Kerry Romesburg, executive director of the Postsecondary Edu­

cation Commission, has indicated that he will attempt to add several amendments 

to S3 130 when it comes before Senate HESS Committee. The effect of those amend­

ments will be to enable the State Scholarship Loan Program to participate in the 

Federal Guaranteed Student Loan Progam. The purpose of that is to take advantage 

of several of the provisions of the federal program which will, without increasing 

the costs to either the student or the state, make available a significant araodnt 

of federal money (possibly $300,000) to add to the state funds for the program.

Prepared by Jim. Kelly, Admin. Ass't.
Senator Pa Rodey
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