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SENATE HESS TESTIMONY FOR HB 161 March 4, 1986

My name is Marie Motschman, 1°m the legislative coordinator
for the student association for UAA.

On February 3& 4, SAUAA sponsored our second annual Student
Information Days. It 1s a chance for a 2-way communication
between SAUAA Senators and the students they represent. The results o
relating to HB 161 are as follows in priority fashion:

Restricting loans to U.S. Citizens or permanent alien
residents. Since our survey, we have discovered the Commission
on Postsecondary education has regulated this proposal and we
feel i1t is a good regulation.

Our if 2 priority is to define institutional eligibility
for student loan purposes as: 1) being accredited by a national
or regional accreditition association recognized by the Council on
Postsecondary Accreditation (COPA); or 2 having been approved for
authorization to operate by the Alaska Commission on Postsecondary
Education and having operated for two consecutive years prior to
becoming eligible. We feel that i1f a vocational school has been
In business successfully for a couple of years, that they must
have a good program or they would not last long.

Our H 3 priority is to reduce the maximum loar. amount available
to $5,500 for undergraduates and to $6,500 for graduates. This
will inject approximately 2.5 million back into the loan program
immediately and would allow approximately 595 more perspective
students accessability to the loan program. Our students were
concerned with the discriminatory effect of the $500 contributory
regulation made by Postsecondary in December. This decrease 1in
in the loan amount would affect every borrower in-state or out-of-
state fairly.

Since our third priority would negate our fourth we do not
consider establishing a two-tier loan program as an alternative.
Our students feel that if a needs-based test were established
it would have to be liberal enough to allow a single parent to
own a home and a car and still be eligible for a loan.

Our students at UAA overwhelmingly oppose raising the interest
rate from 51 to 8%. They are more willing to give up $500 a year
than to restrict access due to a higher rate. There are other ways



to curb abuse of the loan program and SAUAA is looking into

peer pressure techniges at this time. OQur students are furious

with the abusers that are damaging the program for honest users.
The students are also very happy to hear of the harsh consequences

imposed upon defaulters.

Thank you for your time and good luck in this session



* Sec. 4. AS 14.43.120(b) 1is amended Co read:
(b) Scholarship [THE] loans may only be used co attend a
(1) career education program that has ~"een approved by the
commission before July 1, 1986 or has been operating for at least two years
before the borrower attends; or
(2) [a] college or university that
(A) has been approved by the commission before July 1,
1986 or has been operating for at least two years before the borrower
attends;
(B) is accredited by a national or regional accreditatic
association recognized by the Council on Postsecondary Accreditation”™ o\
is approved by the commission”™ [,] and
if the loans are federally insured, is approved by

the United States Commissioner of Education.
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SCS CSHB 161 (2d HESS), An Act relating to the interest rate, loan
conditions, and repayment provisions of scholarship loans.

A draft committee substitute has been prepared that would:

i) Require all applicants to submit information necessary to
determine their eligibility for federal assistance.

2) Reduce the maximum loan award for undergraduates from $6000 to
$5500 and for graduate students from $7000 to $6500.

3) Allow loans to be awarded only to students attending schools
that have been operating for at least two years.

4) Increase the interest rate from 5% to 8%.

5) Require the Commission on Postsecondary Education to report to
the Legislature by January 31, 1987 with recommendations for
meeting projected loan demand with decreased state
appropriations to the fund.

A draft letter of intent has been prepared that clarifies that:

1) the 1information received by the Commission concerning a
student®s eligibility for federal assistance is to be used to
encourage the use of federal aid programs and in the
development of recommended changes to the program, and

2) the report to the legislature should include proposals for a
"needs-based”™ program, a "two-tier" program, and a program
that matches the federal loan program requirements.
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Letter of Intent for SCS CSHB 161 (2d HESS), An Act relating to the
interest rate, loan conditions, and repayment provisions of
scholarship loans.

SCS CSHB 161 (2d HESS) proposes several changes to the Scholarship
Loan Program in an effort to enhance the activity of the program
without 1increasing state appropriations to the fund.

Section 1 would require all applicants to submit information
necessary to determine eligibility for federal financial aid. It
is the intent of the Senate Committee on Health, Education and
Social Services that this information be used to counsel and advise
students on the availability of federal financial aid and to
encourage qualified students to apply for federal assistance. It
is also the intent of the committee that the information be kept on
file with the Alaska Commission on Postsecondary Education and used
in the development of recommendations for revisions to the program.

Section 6 would require the Alaska Commission on Postsecondarv
Education to submit recommendations to the legislature for changes
to the scholarship loan program. It is the intent of the committee
that the report include a detailed study of a proposal based on
financial need, a "two-tiered"™ proposal that would provide
supplemental 1loan funds based on financial need, a proposal that
matches the features of the federal aid program and establishes the
state as a lender of last resort, and other proposals that would
enable the program to meet projected loan demand with reduced state
appropriations.



AS 14.43.120(b) is amended to read:

(b) The loans may only be used to attend a career education program
or a college or university accredited by a national or regional
accreditation association recognlzed by” the Council on Postsecondary
Accreditation or approved by the commission, and which has oBerated for
at least the two years previous to the loan attendance. (APPROVED BY THE
COMMISSION, AND, IF THE LOANS ARE FEDERALLY INSURED, BY THE UNITED STATES
COMMISSIONER OF 'EDUCATION.]



juid be set at $4,000. The second program would be need-based
.1.".ole for up to $3,000 in additional loan funds if the borrower
jenonstrate (through a needs analysis mechanism) the need for the

is felt tnat this approach, despite requiring additional staff, would
.esuit in reduced loan fund demand. A large majority of borrowers would
nor ootner with the supplemental loan, since so few would qualify and
since the needs analysis form is rather cumbersome. Estimated fund
reduced demand would be about $8.0 to $10.0 million.

Commission Action. The absence of a needs test is one of the most
popular aspects of the Alaska Student Loan Program. While remaining
rtrongly opposed to a required needs test for all borrowers, the
Commission feels this alternative may oe a necessary compromise if demand
continues to exceed available funds. This alternative would require
statutory change.

5. Define institutional eligibility for student loan purposes as:
(1) being accredited by a national or regional accreditation association
recognized by the Council on Postsecondary Accreditation (COPA) ; or (2)
having peen approved for authorization to operate ov the Alaska
Commission on Postsecondary Education and having operated for two
consecutive years prior to becoming eligible. Current regulations
provide that a school 1is eligible to enroll students on Alaska Student
Loans if the school 1is accredited or approved by the Commission. The
two-year requirement is similar to that needed for federal VA benefit
approval, or for certain accreditation minimums (AICS and NATTS). The
largest impact of this change would be on vocational borrowers and

vocational schools. If there were no "grandfather clause,” a number of
private Alaska vocational schools would become ineligible. Only one
vocational school currently has COPA-recognized accreditation, and as

many as 30 currently-authorized vocational schools have aen in operation
less than two years.

The resulting reduced program cost would be dependent upon whether or not

existing schools were "grandfathered" in. If the Commission imposed a
strict requirement of accreditation only, the reduced cost would be
around $13.0 million. If the Commission imposed accreditation and/or the

two-year rule, with no "grandfather clause,” the reduced cost would be
around $6.1 million, and if the "grandfather clause"™ were included, the
reduction would be negligible.

Commission Action. Much of the consideration of this alternative
centered on the issue of "grandfathering* existing schools. Since
grandfathering resulted in such negligible savings, no further action was
taken.

-16-



BILL SHEFFIELD, GOVER\OR

ALASKA COMMISSION ON POSTSECONDARY EDUCATION SSa™  sxa aasn
PHONE: 10U7>S$*5-2854

MEMORANDUM

TO: Danny Constanstein
Legislative Assistant to
Senator Bettye Fahrenkamp

FROM: Kerry D. Romesbura”&fe/pttfcLy™ Director
Alaska Commission/ttafTostsdctondary Education

DATE: March 14, 1986

Following is a list of schools operating in Alaska which will have been
in operation less than two years as of July 1, 1986. Also listed is the
number and amount of 1985-86 student loans awarded for attendance at
those schools.

Student Loans

School Number Amount

Air Cushion Guides 43 4235,798
Alaska Air Academy 22 120,330
Alaska Institute of Travel 50 200,750
American Pacific Aviation 23 107,950
Amicus Curial School of Court Reporting 2 12,000
Asbestos Removal Specialists of Alaska Not Approved for Loans
Aviation Network of Fairbanks 21 105,150

Bob Brooks School of Real Estate Not Approved for Loans
Charter College 46 247,200

Fort Wainwright Flying Club 22 122,566

Hair Studio School of Design 4 17,500

High Tech Helicopters 26 136,266
Jolido/Annlynn®s Not Approved for Loans
Mat-Su Bush Flying 17 73,074
Medical Support Services Not Approved for Loans
Myers Modeling & Self Development Services Not Approved for Loans
National Association of Bank Women Not Approved for Loans
New Frontier Voc-Tech Center -0- -0-
Northland Alaska Nannies Not Approved for Loans
Northwind Aviation -0- -0-
Professional Travel Institute Not Approved for Loans
Resurrection Christian College Not Approved for Loans
Skeers Word Processing Not Approved for Loans
The Secretarial Center Not Approved for Loans
Transalaska Data Systems Not Approved for Loans
Valley Natural Health Center Not Approved for Loans
Victorian Academy 47 243,624

Wayland Baptist University Not Approved for Loans



Danny Constanstein
March 14, 1986
Page 2

It would be incorrect to assume that loan amounts similar to those listed
above would be saved if these schools were suddenly declared ineligible,
since many of the students would simply attend another school Cone
approved). However, the impact upon any single school could mean the
difference between continued operation and closure.



§ 14.43.090

Effect of amendments. — The 1984
amendment substituted

§ 14.43.090

"Methodist" in paragraph (2) of subsection
"Pacific"  for (a..

Alaska Statutes Supplement

m BOSS £

wE [oan, and Grant 7

Article

4. Scholarship Loan Program (88 14.43.090.14.43.095,14.43.100,14.43.110, 14.43.115,
14.43.120, 14.43.125,14.43.130,14.43.160)

7. Teacher Scholarship Loan Program (8§ 14.43.600 — 14.43.700)

Article 4. Scholarship Loan Program.

Section

90. Scholarship revolving loan fund
95. Financial aid committee

100. Applications

110. Undergraduate loans

115. Graduate loans

Section

120. Conditions ofloans
125. Eligibility ofstudents
130. [Repealed]

160. Definitions

_ _ rawing'loan tuna.: Iaz)There IS
created a scholarship revolving loan fund. The fund shall be used to
make scholarship loans to students selected under AS 14.43.090 —
14.43.160 and to pay the costs of collecting student loans that are in
default if those costs are not recovered from the student. All
repayments of principal and interest on scholarship loans shall be
Bald into the scholarship revolving loan fund. If money estimated to
e available from scholarship loan repayments is inadequate to fully
fund estimated scholarship loans for any fiscal year, additional
Iﬁngmg from the general fund may be requested and appropriated for
at year.
b) IRepealed, § 31 ch 59 SLA 1982 ]
c LReEeaIed, § 31 ch 59 SLA 1982.3] (§ 1ch98 SLA 1971, am § 1
ch 150 SLA 1972; am 8§ 1, 2 ch 136 SLA 1974; am § 1ch 136 SLA
%8;2) am § 31 ch 59 SLA 1982; AS 14.40.751; am § 1 ch 158 SLA

Effect of amendments. — The 1984
amendment, in subsection (a), added "and
to pay the costs of collecting studentloans
that are in default if those costs are not
recovered from the student” at the end of

the first sentence and substituted "loan
fund" for "fund shall be used to make new
scholarship loans” in the second sentence
and "money estimated to be" for "funds”
and "is" for "are” in the third sentence.



§ 14.43.095 Education § 14.43.110

‘Sec. 14.43.095. Financial aid committee, (a% The student finan-
cial aid committee is composed of the members of the Alaska
Commission on Postsecondary Education. The commission may dele-
gate its functions under AS 14.43.090 — 14.43.160 to a committee of
Its members, with augmented membership as the commission con-
siders appropriate. The executive officer of the commission is the
executive secretary of the committee. The Alaska Commission on
Postsecondary Education shall administer the program established by
AS 14.43.090 — 14.43.160. _ _

(b) Members of the committee serve without compensation but are
entitled to per diem and travel expenses authorized by law for boards
and commissions. o

(c) The committee shall make an annual ref)ort reviewing the work
of the committee to the governor and the legislature. _

(d} The committee shall meet at least once a year. The meetings
shall be held at the call of the chairman or upon petition by two
members. (§ 1¢h 98 SLA 1971; am § 2 ch 156 SLA 1972;am § 5¢h 78
?5&)1974; am § 3 ch 136 SLA 1974; AS 14.40.753; am § 57 ch 6 SLA

Effect of amendments. — The 1984  colleges and universities where students
amendment substituted "and the legisla- receiving tuition grants are enrolled" in
ture" for "the legislature and the private  subsection (c).

Sec. 14.43.100. Applications, (a) Applications shall be submitted
to the executive secretary of the committee.

(b) A person w”jse loan application is not recommended or
presented to the committee by the executive secretary may appeal to
the committee through the chairman of the committee and the
committee shall consider the ag lication, (s 1ch 98 SLA 1971;am § 3
ch 156 SLA 1972; am § 4 ch 136 SLA 1974; AS 14.40.755; am § 58 ch
6 SLA 1984)

Effect of amendments. — The 1984
amendment deleted "or grant” following
“loan" in subsection (b).

Sec. 14.43.110. Undergraduate loans. The committee may make
a loan, not to exceed $6,000 in any one school year, to an undergrad-
uate student eligible under AS 14.43.125. The committee may make a
loan for a summer term, even if the total loan for the school year
exceeds the $6,000 maximum, if the loan for the summer term is
counted against the $6,000 maximum for the following school year.
8§ 1ch 98 SLA 1971: am § 6 ch 136 SLA 1974; am § 1 ch 153 SLA
978; am § 1ch 89 SLA 1981; AS 14.40.759; am § 1ch 34 SLA 1985)

65



§ 14,43.100 Alaska Statutes Education

jl"u%r’s notes, — AS 1443125 was  Effect
t egfor AS 1440765 to con%)rm to amendin’,

Revisor'snotes.— The amendments of  act that the re-enactment by ch 75
AS 14.43.095(&) by § 5, cftN78, SLA 1974 1974 should prevaiL

and § 3,ch. 136,SLA 1974 artein conflict, The last part ofsubsection ict ofii,, numbering 0T that section g the 99,000
the first act rewriting the subsection to  tjgn is ohsolete since the tuition prar. I 0f statutes under AS 01.05.031.
Daetsecondary Educaion il acevs the Y4 s epealed by Chapter { y .
financial aid committee, the second act and Chapter %, - 14.43.120. Conditions ofloans, ld
. In subsection la), AS [4.53.nu 19
changing the name and term of members 14,43 160 w o] substituted for a rei*. jjinay only be used for books, tuition
miltse 1L consiaered, on the patiso e S LADTSL — LLIOE to am... and poard.
legislative history, apparent legislative At(f}\?lsr(e)rrllérfnsbtgiluntgesolljgg%sreAssec&io&i £ne loans may only be used to attend ;
intent, and later effective date of the first |Iege or university approved b%/ the ct
o o (erally insured, by the United States (
Sec. 14.43,100. ApP“C&l’IOﬂS, ga) Ap[[)hcatlons shall be subm::* maintain a loan the student must
to the executive secretary of the committee. t student in good standing in a
(b) A person whose loan orgrant application is not recommended - or university designated under (b)t
presented to the committee by nuj executive secretary may appea. ill adopt regulations defining "goo
the committee through the chairm *of the committee and the cmir. - iBsection.
tee shall consider thé application. (7§ I\h 98 SLA 1971; am S3chiy tolarship loans may not be made
SLA 1972; am § 4 ch 136 SLA 1974; aXi4.40.755) Arnore than five years of underglr;
. more than five years of gradual*
, Revisor's notes. — The reference tothe tuition grant program by char. ffor more than a fotal of eight yi
grantapplication” in subsection iblofthis g} A 1980 and Chapter s9. SLA i<, d
section is obsolete in light of the repeal of ate stu y. . . .
.,&e)_ Loans are interest bearing while a
fi'this section or is receiving a deferment

— e o - <o - Vp Afr? h tudent’is entitled to 1
tary shall'administer thé programs Subject to review by the commute . [HOWEVET, 8 St s cactio
and in accordance with ihe rgeglulationg prescribed byythe comit; . . m_accortdancelwnh (1) Of“&'s ngtllo!
The promulgation of these regulations is subject to the Administrate. l\%r?e%et}ncgng%n)?elgren UNGET A %5
Procedure Act (AS 44.62), and a summary of the regulations sha'. payment of the principal and in

%sﬁlbxgeq }948§70g17§ppllcant. (8 1ch98 SLA 1971;am 8 5¢h 136.\ \ Jta 0ne year after the borrower's
_ Wall provide for repayment of the u

Sec. 14.43.110. Underghgduate loans. The committee may m.i-. Lhents in not more than 10 years
a loan, not to exceed $6,000' inahy Ine school year, to an undergradu. lent, except as provided in (k) ai
studentehglble under AS 1443125, (;3 T chi 98 SLA 1971 am 70 [esion and Phe borrower agree toac
136 SLA 1974; am § 1ch 153 SLA 1978; am 8 1ch 89 SLA 198L. [rrdwer shall repay the loan in acc
14.40.759) “itmay make payments earlier
suEset\iltiuseodr?ornztsesll4_40A%251t%‘4030‘r%1‘205rmwetlg amount of the loan from s2.00ti, u Z|A®§ECUFity may not he required for :
the renumbering of that section by the 83T0h060.001,981 amendment substitute ttmade for payment of attorney ft
revisor of statutes under AS 01.05.031, "$6,000" for "$3,000" following r.; are InC.ur_red in collection of he
Effect of amendments. — The 1978 exceed.” .. £loan is in default, the commist
amendment increased the maximum fltlbeaym%nt of the ren%.amlbng balatr
Sec. 14.43.115. Graduate'Joans. The committee may make a lo./ Ofﬁor?ré%vf{a% Eﬁ;ﬁebeypg?g'ér,
not to exceed $7,000 in ang one'school year, to a graduate stucieni W on completion of the course ¢
IS ell%lble under AS 14.43.12& ahdis pursuing an advanced deer .Phe horrower is a resident oftl
S§ Ich 98 SLA 1971, am g 7c¢h 136X<A 1974, am § 2¢h 89 sLA 1f. ﬁon of the loan that shall be pa-
S 14.40.761) gSges of the total loan received p

Mofthe total loan:
203



§ 1443115 Alaska Statutes Supplement § 1443120

Effect of amendments. — The 1985
amendment, effective May 24, 1985,
added the second sentence of the section.

Sec. 14.43.115. Graduate loans. The committee may make a loan,
not to exceed $7,000 in ang one school year, to a graduate student who
is eligible under AS 14.43.125 and is pursuing an advanced degree.
The committee may make a loan for a summer term, even if the total
loan for the school year exceeds the 87,000 maximum, if the loan for
the summer term Is counted against the $7,000 maximum for the
followin schoolzear. (§ Lch 98 SLA 1971;am § 7 ch 136 SLA 1974;
am § 2.¢ch 89 SLA 1981; AS 14.40.761; am § 2 ch 34 SLA 1985)

Effect of amendments. — The 1985
amendment, effective May 24, 1985,
added the second sentence.

Sec. 14.43.120. Conditions of loans, (a) Proceeds from scholar-
ship loans may only be used for books, tuition and required fees, and
for room and board. _

(b) The loans may only be used to attend a career education
Proqram or a college or university approved by the commission, and, if
Ehde oe%_ns are federally insured, by the United States Commissioner of

ucation.

fc) To maintain a loan the student must continue to be enrolled as a
full-time student in good standing in a career education program,
college or university designated under (b) of this section.” The
commission shall adopt regulations defining "good standing” for
purposes of this subsection.

d) Scholarship loans may not be made to a student

1) for more than five years of undergraduate study;

2) for more than five years of graduate study;

3) for more than a ‘total of eight years "of undergraduate and
graduate study. _ _ ,

‘e)_ Loans are interest bearing while a student is enrolled under (c)
of this section or is receiving a deferment of payments under (k) of this
section; however, a student'is entitled to have a portion ofthe interest
paid in accordance with (1) of this section, _

(0 Interest on a loan given under AS 14.43.090 — 14.43.160 is at
the rate of five percent a year unless the loan is in default. Interest on
a Iga? ti|1tat is in default is 10 percent a year for the period the loan is
in default.

(9) =~ Repayment of the ermpal and interest on the loan begins no
|latér than onie year after the borrower’s studies are terminated. The
loan shall provide for repayment of the total amount owed in periodic
installments in not more than 10 years from the commencement of
repayment, except as provided in (k) and (m) of this saction. If the

66
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§ 1443120 Education § 1443120

commission and the borrower agree to a different repayment schedule,
the borrower shall repay the loan in accordance with"the agreement.
A borrower may make payments earlier than required by this
subsection. _ N

(h) Security may not be required for the loans; however, provision
shall be made for payment of attorney fees and costs of court if either
or both are incurred M collection of the amount owed on the loan.

(|2 If a loan is in default, the commission shall notify the borrower
that repayment of the remaining balance is accelerated and due by
sending the borrower a notice by registered or certified mail.

(J) A portion of a loan shall be paid on behalf of the borrower by the
state if, upon completion of the course ofstudkl for which the loan was
%ranted,_the borrower is a resident of the state for at least two years.

he portion of the loan that shall be paid by the state is the foIIowm8
percentages of the total loan received plus interest up to a total of 5
percent ot the total loan; .

1) two— three years residence in the state, 10 percent;

2 tPree — four years residence in the state, an additional 10
percent, : . : .

(3) f?ur — five years residence in the state, an additional 10

ercent; _ , , .

d 4) five — six years residence in the state, an additional 10 percent;
5) over six years residence in the state, an additional 10 percent,
k) Periodic installments of principal shall be deferred, but interest
shall accrue and be paid unless the student is eligible for interest
payment benefits under (/) of this section during any of the following:

1) return to student status as provided in (c) of this section;

2) serving an initial period of up to six years on active duty as a
member of the armed forces ofthe United States;

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

(4) se_rvmq, for up to three years, as a full-time volunteer under the
Domestic Volunteer Service Actof 1973, _

(5). for a one-time period up to 12 months in which the borrower is
seekln,? and unable to find employment in the United States; or

(6) it the borrower becomes 50 percent or more disabled as certified
by comﬁetent medical authority. _ .

QD The state will Joay the interest on that portion of a loan that is
not federally insured during _

I (1) th(ei period before the beginning of the repayment period of the
0an; an o

2) deferments under (k) ofthis section.

m) In case of hardship, the committee may extend repayment of a
loan for an additional period of up to five years in increments no
longer than 12 months each,

(n) [Repealed by § 11 ch 89 SLA 1981.]
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§ 14.43.125 § 14.43.125

_ (g) fThIet provisions of (j) of this section do not apply to a loan that is
in default.

(n) For purposes of this section, a person qualifies as a resident if
the person is physically present in the state with the intent to remain
permanently In the state or, if not physically present in the state, the
person intends to return to the state and Is absent due to military
Service.

(q) For the purposes of this section a loan is in default if a loan
payment is 120 or more da>7/s past due. (8 1ch 98 SLA 1971;am § 4 ch
156 SLA 1972; am § 6 ch 78 SLA 1974; am § 8 ch 136 SLA 1974; am
§ 1— 4ch 99 SLA 1977; am §§ 3 — 8ch 87 SLA 1979; am § 3— 9,
%805 89 SLA 1981; am §§2 — 4 ch 158 SLA 1984; am § 3 ch 34 SLA

Alaska Statutes Supplement

Effect of amendments. — The 1984
amendment added subsection (q+and. in
subsection (fi, added the second sentence
and added "unless the loan is in default"
at the end of the first sentence; and, in
subsection (0), substituted "that is in
default" for "to a borrower named in a
complaint as a defendant in an action by
the state or by the commission to secure

payment of the unpaid balance of a loan
made under AS 14.43.110 or 14.43.115."

The 1985 amendment, effective May 24,
1985, inserted "an initial period of up to
six years" in paragraph (2) of subsection
(kb

Editor's notes. — This section is set
out above to correct errors in the main
pamphlet.

Sec. 14.43.125. Eligibility of students, (a) A person may apply for
ana obtain a scholarship loan if the person

1) 1s

SA)) enrolled as a full-time student in a career education, associate,
baccalaureate, or graduate degree pro%ram; or

(B) a graduate of a_high school or the equivalent, or scheduled. for
graduation from a high school within six months, with sufficient
credits to be admitted to a career education program or to an
accredited college or university; ,

ﬁZ) is not delinquent or ‘in default on a previously awarded
scholarship loan; and _ o

(3) is a resident of the state at the time of application for the loan:;
for purposes of this section, a person qualifies as a resident of the state
ifat the time of application for the loan the person
. (A) . has been physically present in the state for at least two years
immediately before the timé of application for the loan;

¢3) Is dependent on a parent or guardian for care, the parent or
guardian has been present in the state for at least two years
immediately before the time of application for the loan and the person
has been present in the state for at least one year of the immediately
preceding five years except that the commission may by a two-thirds
vote, acting upon a written appeal by the person, grant'an exemption
to the requirement that the person has been present in the state for
one year of the immediately preceding five years;
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§ 1443125 Education § 1443125

(C) has been physically present in the state, or is a dependent of a
Farent or guardian who has been physically present in the state, for at
east two years immediately before the applicant was absent from the
state and the absence is due solelyto _

(i) serving an initial period o lﬂF_tO six years on active duty as a
member of the armed forces of the United States;

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

(1li) serving, for up to three years, as a full-time volunteer under
the Domestic Volunteer Service Act of 1973; _
~(iv) required medical care for the applicant or the applicant’s
immediate family; _ B _ _

(v) being a person who otherwise qualifies as a resident and is
accompanying a spouse who qualifies as a resident under (i) — (iv) of
this paragraph; or . _

(D) has been physically present in the state, or is a dependent of a
Farent or guardian who has been physically present in the state, for at
east two years |mmed|ateIK before the applicant or the parent or
guardian was absent from the state and the absence is due solely to

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

i) attending a school as a full-time student;

i) full-time employment by the state; _

Iv) being a member of or employed full-time by the state’s
congressional delegation; _ B _ _

(v% being a person who otherwise qualifies as a resident and is
ac_companyln%a spouse who qualifies as a resident under (i) — (iv) of
this paragraph. _ _ _

(b) A person does not qualify as a resident of the state under this
section if the person declares or establishes residence in another state
during an absence from Alaska. (§ 1ch 98 SLA 1971; am § 10 ch 89
SLA 1981; am § 9ch 67 SLA 1983; am § 4 ch 34 SLA 1985)

Effect of amendments. — The 1983  dency requirement for scholarship loans
amendment, in paragraph (2) of subsec- provided by AS 14.43.125 is declared
tion (bl deleted "and" following "guardian  unconstitutional or otherwise invalid by a
for care” and added the language begin- court of competentjurisdiction, the Com-
ning "and the person has been present® at  mission on Postsecondary Education shall

the end ofthe paragraph. adopt regulations to impose the most
The 1985 amendment, effective May 24.  stringent residency requirement allow-
1985, rewrote the section. able under the Constitution of the State of

Editor's notes. — Section 18, ch. 67, Alaska and the United States Constitu-
SLA 1983 provided: "If the two-year resi- tion on scholarship loan applicants.”
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14.43.135 Education 14.43.160

student loan program for residents of
Alaska to attend colleges and universities
in Alaska as compared with colleges and
universities outside Alaska;

<> the result of this lack of incentives
is that 6-1.9 per cent of all undergraduate
student loans and 92.9 percentofgraduate
student loans go to students attending col-
leges and universities outside Alaska:

"(3) the amount of the average loan to
undergraduate students attending col-
leges and universities in Alaska is lower

than the average ofsimilarloans 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:

"(41 the funds spent on education in
Alaskan colleges and universities go
further than when the funds are spent out
of state; and

"(51 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 universities.”

Sec. 14.43.135. Discrimination prohibited. The student loan pro-
gram shall be carried out without regard to the race, creed, sex, color,
ancestry, national origin, or membership in fraternal or political orga-

nizations of the student applying for the loan. (§ 1ch 98 SLA 1971; AS
14.40.769)

Sec. 14.43.140. Enforceability of certain contracts w.
minors. Awritten obligation entered into by a minor at least 16 yean,
ofage, evidencing a loan or other assistance received by the minor from
any person for the purpose of furthering the minor’s education in a
career education program or an institution of higher learning, is
enforceable against the minor with the same effectas ifthe minor were,
at the time of its execution, 19 years of age, if the person making the
loan has before making the loan a certification from the institution
that the minor is enrolled in the institution or has been accepted for
enrollment. (§8 1 ch 98 SLA 1971; AS 14.40.771)

Editor's notes. — This section was with AS 01.05.031(c) and § 4, ch. 58, SLA
redrafted by the revisor of statutes to  1982.
remove personal pronouns in conformity

Sec. 14.43.160. Definitions. In AS 14143.090 — 14.43.160

(1) "career education" means a course or program in
voca' onal-technical training or education approved by the commis-
sion;

(2) "full-time student” means an undergraduate or careereducation
student who is enrolled and is in regular attendance at classes for at
least 12 semester hours of credit or the equivalent during the
or a graduate student who is enrolled and is in regular nttenc .incr *.
classes for at least nine semester houi' of credit or the equiv.i A
combination of semester hours ofcredit, — ..qui valent. «
to the requisite number of semester hours ar.t underta an A
semester at two or more public or private > ,u’ .
education operating under a consortium constii .t*
status;
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§ 1443130 Alaska Statutes Supplement § 1443160

Sec. 14.43.130. Selection criteria. [Repealed, § 19 ch 67 SLA 1983.]

Sec. 14.43.160. Definitions. In AS 14.43.090 — 14.43.160

(1) "career education” means a course or program in vocational-
technical training or education approved by the commission;

(2) "commission” means the Alaska Commission on Postsecondary
Education; N

(3) "federally insured” means a loan covered by the provisions of
the Guaranteed Student Loan Program of Title 1V, Part B, of the
Higher Education Act of 1965 (P.L. 89-329), as amended; _

8(12 "full-time student” means an undergraduate or career education
student who is enrolled and is in regular attendance at classes for at
least 12 semester hours of credit or the equivalent during the
semester or a ?raduate student who is enrolled and is in regular
attendance at classes for at least nine semester hours of credit or the
equivalent; any combination of semester hours of credit, or the
equivalent, aggregating to the requisite number of semester hours
and undertaken during a semester at two or more public or private
institutions of higher education constitutes full-time student status;

(5) "school year” means the period from September 1 of one year
through August 31 of the following year;

6) “summer term” means the pericd from June 1 — August 3L,
g§ 5¢h 156 SLA 1972; am § 8 ch 78 SLA 1974; am §§ 1S — 20 ch 136

LA 1974; am § 5¢h 136 SLA 1975, am § 7 ch 246 SLA 1976; am 8§ 5
— 7¢ch 99 SLA 1977: am § 9 ch 87 SLA 1979; am § 11 ch 89 SLA
%EgAl;ISg]Sf 59 ch 6 SLA 1984; am § 5¢ch 34 SLA 1985; am § 1 ch 52

Revisor's notes. — Reorganized in The second 1985 am ndment, effective
1985 to alphabetize the defined terms. May 31, 19S5 deleted perating under a
Effect of amendments. — The 1984 ¢y ertium™ following "higher education”

amendment repealed former paragraph
(3), which defingd "part-time stupdent.” PI near the end of paragraph (4).

The first 1985 amendment, effective
May 24. 1985, added paragraph (6).
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Introduced: 2/1/85

Referred: House Special Committee
on State Loans,Health.Education &
Social Services and Finance

IN THE HOUSE BY BINKLEY
HOUSE BILL NO. 161
IN THE LEG7.SLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to student loans; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.43.120(f) is amended to read:

C Interest on a loan given under AS 14.43.090 - 14.43.160 is
at the rate of eight [FIVE] percent ayear unless the loanis in
default. Interest >n a loan that is in default is 1Opercenta year
for the period the loan is in default.

* Sec. 2. AS 14.43.125(a) 1is repealed and reenacted to read:
(@) A person may apply for and obtain a scholarship loan if the
person
(1) is a resident of the state at the time of application
for a scholarship loan;
(2) meets the requirements of (b) of this section; and
(3) has
(A) graduated from high school within one year preced—

ing the date of application or is scheduled for graduation from a

high school within six months after the date of application, with

sufficient credits to be admitted to a career education program
or to an accredited college or university; or

(B) established financial need in accordance with
regulations adopted by the Alaska Commission on Postsecondary

Education.

* Sec. 3. AS 14.43.125 is amended by adding a new subsection to read:

1- HB 161



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

(c) The recipient of a scholarship loan may continue to ~pply
for and receive scholarship loans during each year in which the recip-
ient remains enrolled as a full-time student in a career education,
associate, baccalaureate or graduate degree program. A recipient who,
after the date of the initial application, interrupts study as a
full-time student for periods totaling more than two years may receive
a new Toan only if the recipient can establish financial need under
(a)(3)(B) of this section.

*Sec. 4. AS 14.43.640(b) 1is amended to read:

(b) If a borrower meets the conditions proviuad in (a) of this
section and is employed as a teacher in a rural elementary or secon-
dary school in the state, a portion of the loan shall be repaid by the
state. The [THE] portion of the loan that shall be paid by the state
[, NOTWITHSTANDING AS 14.43.120(j),] is the following percentages of
the total loan received plus interest up to a total of 100 percent of
the total loan:

(€D one year employment, 15 percent;

2 two years employment, an additional 15 percent;

(€)) three years employment, an additional 15 percent;

4 four years employment, an additional 25 percent;

(5) over four years employment, an additional 30 percent.
*Sec. 5. AS 14.43.640 is amended by adding a new subsection to read:

(e) Notwithstanding AS 14.43.120(f), interest on a loan made
under AS 14.43.600 - 14,43.700 is at the rate of five percent a year
unless the loan is in default. Interest on a loan that is in default
is 10 percent a year for the period the loan is in default.

*Sec. 6. AS 14.43.120(J), (o), and (p) are repealed.

* Sec. 7. A student who received a scholarship loan during the school

year before the year this Act takes effect may receive a new loan only if



the student

(D) initially applied for a loan while in high school or within
oneyear after graduation from high school, and has not interrupted study
asafull-time student for periods totaling mere than two years; or

(2) can establish financial need ur.der AS 14.43.125(a)(3)(B), as

amended by sec. 2 of this Act.
* Sec. 8. This Act takes effect July 1, 1985.

-3- HB 161



Offered: 3/4/85
Referred: Health, Education &
Social Services and Finance

Original sponsor: Binkley

BY THE HOUSE SPECIAL COMMITTEE
IN THE HOUSE ON STATE LOANS

CS FOR HOUSE BILL NO. 161 (Loans)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the interest rate, forgiveness
provisions, eligibility requirements, and conditions
of scholarship loans; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.43.120(f) is amended to read:

@) Interest on a loan given under AS 14.43.090 - 14.43.160
at the rate of eight [FIVE] percent ayear unless the loan 1is in
default. Interest on a loan that is in default is xopercent ayear
.for the period the loan is in default.

!;.t - '.'SEX? AS 14.43.120(k) is amended to read:

A — - ftk) Periodic installments of principal shall be deferred, but
inter *t shall accrue and be paid unless the student is eligible for
interest payment benefits under (1) of this section during any of the
following:

(1) return to student status as provided in (c) of this
section;

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

(3) serving, for up to three years, as a full-time volun—
teer under thePeace Corps Act;

(4) serving, for up to three years, as a full-time volun—
teer under theDomestic Volunteer Service Act of 1973;

(5) for a one-time period up to 12 months in which the

-1- CSHB 161(Loans)
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borrower is seeking and unable to find employment in the United
States; or

(6) if the borrower becomes 50 percent or more disabled as
certified by competent medical authority.
Sec. 3. AS 14.43.125 is repealed and reenacted to read:

Sec. 14.43.125. ELIGIBILITY OF STUDENTS. (a) A person may

apply for and obtain a scholarship loan if the person

(€D is

(A) enrolled as a full-time student ina career educa-
tion, associate, baccalaureate, or graduate degree program; or

(B) a graduate of a high school or the equivalent, or
scheduled for graduation from a high school within six months,
with sufficient credits to be admitted to a career education
program or to an accredited college or university;

2 is not delinquent or in defau” on a previously awarded
scholarship loan; and

(3) is a resident of the state at the time of application
for the loan; for purposes of this section, a person qualifies as a
resident of the state if at the time of application for the loan the
person

(A) has been physically present in the state for at
least two years immediately before the time of application for
the loan;

(B) is dependent on a parent or guardian for care, the
parent or guardian has been present in the state for at least two
years immediately before the time of application for the loan and
the person has been present in the state for at least one year of
the immediately preceding five years except that the commission

may by a two-thirds vote, acting upon a written appeal by the

CSHB 161(Loans) -2-



person, grant an exemption to the requirement that the person has
been present in the state for one year of the immediately preced—
ing five years;

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

) serving an initial period of up to six years
on active duty as a member of the armed forces of theUnited
States;

(i) serving, Tfor up to three years, as a full-—
time volunteer under the Peace Corps Act;

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

(iv) required medical care for the applicant
the applicant™s immediate family;

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

(D) has been physically present in the state, or is a
dependent of a parent or guardian who has been physically present
in the state, for at least two years 1immediately before the
applicant or the parent or guardian was absent from the state and
the absence is due solely to

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

(ii) attending a school as a full-time student;

-3- CSHB 161(Loans)
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(iii) full-time employment by the state;
(iv) being a member of or employed full-time by
the state"s congressional delegation;
(v) being a person who otherwise qualifies as a
resident and is accompanying a spouse who qualifies as a
resident under (i) - (iv) of this paragraph.
(b) A person does not qualify as a resident of the state under
this section if the person declares or establishes residence in anoth-
state during an absence from Alaska.
* Sec.4. AS 14.43.120(J), (o), and (p) are repealed.
* Sec.5. Section 4 of this Act takes effect September 1, 1990.
* Sec. 6. Section 1 of this Act takes effect July 1, 1985.
* Sec. 7. Sections 2 and 3 of this Act take effect immediately in

accordance with AS 01.10.070(c).-

CSHB 161(Loans) -4-
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Offered: 4/29/85
Referred: Rules

Original sponsor: Binkley

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 161 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the interest rate and repayment
provisions of scholarship loans; and providing for an
effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.43.120(f) is amended to read:

() Interest on a loan given under AS 14.43.090 - 14.43.160 is
at the rate of eight [FIVE] percent ayear unless the loanis in
default. Interest on a loan that is in default is 10percenta year
for the period the loan is in default.

* Sec. 2. AS 14.43.120(g) 1is amended to read:

(g) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower"s studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this
section. Interest shall accrue as provided in (f) of this section,
but the borrower shall be allowed to repay the loan at a five percent
interest rate for the first three years of the repayment period, with
the extra accrued interest to be paid in later years. If the commis—
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July 1, 1985.

-1- CSHB 161 (Fin)



Offered: 4/29/85
Referred: Rules

Original sponsor: Binkley

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 161 (Finance) am
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS 14.43.120(c) is amended to read:
(c) To maintain a loan the student must continue to be enrolled

as a full-time student in good standing, or as a part-time student in
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good standing in more than one institution for a total number of
credits equivalent to a full-time student in a career education pro-
gram, college or university designated under (b) of this section. The
commission shall adopt regulations defining "good standing"™ for pur-
poses of this subsection.

Sec. 2. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 is
at the rate of eight [FIVE] percent a year unless the loan is in
default. Interest on a loan that is in default is 10 percent a year
for the period the loan is in default.

Sec. 3. AS 14.43.120(g) is amended to read:

(g) Repayment cf the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower®s studies are
terminated. The loan shall provide for repayment of the total amount
owed 1in periodic installments in not more than 10 vyears from the
commencement of repayment, except as provided in (k) and (m) of this

section. Interest shall accrue as provided in (f) of this section.

-1- CSHB 161(Fin) am



but the borrower shall be allowed to repay the loan at a five percent
interest rate for the first three years of the repayment period, with
the extra accrued interest to be paid in later years. If the comniis-
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 4. This Act takes effect July 1, 1985.

CSHB 161(Fin) am -2-
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Offered: 5/9/85
Referred: Finance

Original sponsor: Binkley

BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 161 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
Foran Act entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;
and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.43.120(f) is amended to read:

() Interest on a loan given under AS 1A.A3.090 - 14.43.160 is
at the rate of eight [FIVE] percent a year unless the loan is in
default. Interest on a loan that is in default is 10 percent a year
for the period the loan is in default.

* Sec. 2. AS 14.43.120(g) 1is amended to read:

(g) Repayment of the principal and interest on the Jloan begins
no later than six months [ONE YEAR] after the borrower"s studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this
section. Interest shall accrue as provided in (f) of this section,
but the borrower shall be allowed to repay the loan at a five percent
interest rate for the first three years of the repayment period, with
the extra accrued interest to be paid in later years. If the commis-
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July 1, 1985.

-1- SCS CSHB 161(HESS)



To the Alaska State liegislature ~iarch 4, 19S6

he! Committee Hearings on Student -"oans

I have experience and professional degrees in Government, particularly
specializing in Public Finance. %y dissertation was about the Alaska

state budget process.

budgets often reveal priorities, in Alaska, the number one priority of
state government is education, according to Alaskan budgets. Gver the
years, the total spent on the University, State Uperated Schools, and
the Department of Education exceeds all other categories.

if education is the state®"s most important goal- as State and Territorial
budget history suggests it is— wouldn ™ you be wanting to further that

goal, rather than attempting to reduce it? Wouldn ™ you be finding ways
to increase student loan amounts to reasonable levels, rather than trying

to cut them?

I have been applying to- and getting accepted at- law schools that I
cannot afford to attend without assistance. Tuition, fees, transportation
and low-level student living expenses approach or exceed #20,000 per year
at many schools. *

Any reduction in loan amount defeat&fthe State > primary goal of education,

Please increase the loan amount even if, for financial reasons, you must
reduce the forgiveness rate cr otherwise change the program.

Texans have told me that their State, when oil revenues were high,
established a foundation that by now has made the University of Texas
one of the nation®"s best endowed...and has enabled state residents
there to gain a quality education at relatively low cost. Perhaps
further inspection of their example and practises can help you in
your deliberation”and choices.,

A .-Sonneman -tf' 324 Willoughby, Uuneau, AK 99s01
vprnment) Alaskan since 1971
*For example: Stanford, George Washington, Harvard, & Tale Law Schools

11



>ty name 1s Marie Motschman. 1 am the head lobbyist for the Student
Association for the University of Alaska, Anchorage Legislative Affairs
Committee.

On February 3 & 4 1986, 1 organized and coordinated the second
annual Student Information Days. Our main objectives were to create a
2-way communication between SAUAA and the students we represent. We
circulated a student survey and received the following results regarding
alternatives to HB 161, currently in the Senate Health, Education and
Social Services Committee (HESS). Ihe majority of students polled
agreed as listed in priority fashion:

1- Restricting loans to U.S. Citizens or permanent alien residents.

I may note at this time that during a United Campus®s of Alaska
teleconference held on January 27, which includes eight representatives
of the university student government system, the #1 priority of UAA was
supported by UAF, ACC, Kenai Community, Valdez Community, Sitka Community
and Ketchikan Community Colleges.

2- Defining institutional eligibility for student loan purposes as: 1)
being accredited by a national or regional accreditation association
recognized by the Council on Postsecondary Accreditation (COPA); or
2) having been approved for authorization to operate by the Alaska
Commission on Postsecondary Education and having operated for two
consecutive years prior to becoming eligible.

Upon inplimentation of this priority, SAUAA realizes that the
approximate 30 schools that have not been in business for two years
would have to be "grandfathered in." lhe United Campus®s of Alaska at
the teleconference also agreed with UAA"s 2nd priority. lhe student
body representatives were from UAF, UAJ, Anchorage Community, Kenai

Ccmmunity and Ketchikan Community Colleges.

W



3- Reducing the maximum loan available to $5,500.

UAA students are the only ones to favor reduction of the loan
amount. Seme students and statewide student representatives were concerned
about the discriminatory effect of the $500 contributory clause made in
regulations in December of 1985. Reducing the amount would create a
fair, across the board cut for all loan borrowers, those attending in—
state and those attending out-of-state.

4- The establishment of a two-tier loan program.

This alternative was supported by a very narrow minority of UAA
students. Since the third priority would cancel out the fourth priority,
we do not consider it an alternative. Many students I spoke with agreed
that if a needs-based test were considered, it would have to be more
liberal than federal standards. Also, a single parent and full-time
student owning a house and a car should be eligible for such a loan
program. The administration cost of such a program by the Postsecondary
Commission could be a forbiding reason as well.

Raising the interest rate was overwhelmingly turned down by students.
Many students are furious with abusers that are ruining the program for
honest users. Many students are glad to hear of the strict policy for
repayment.

I have recommended to the Postsecondary Education®s subcommittee on
financial aid to print up a one page flyer enumerating the consequences
of defaulting on a loan. These flyers would then be sent to each school
instructing state loan recipients. The perspective percentage that
would default in the future could drop dramatically in SAUAA Legislative

Affairs Committee®™s opinion.



TESTIMONY: SENATE H.E.S.S.
MARCH 4, 198-6
RE: C.S. for C.S. for H.B. 161
PRESENTED BY: LESA M. STEBBINS
REPRESENTING: STUDENT ASSOCIATION OF THE
UNITVERSITY OF ALASKA, ANCHORAGE (S.A.U.A.A.)
2801 PORVIDENCE DRIVE
ANCHORAGE AK 99508-4870
(907) 786-1207
TITLE: S.A.U.A.A. SENATOR,
CHAIRMAN, S.A.U.A_A. LEGISLATIVE AFFAIRS COMMITTEE

l. S.A.U.A.A. students appreciate the deletion of the grace
period reduction clause in H.B. 161.

. S.A_U.A.A,. students do not support an interest rate iIn—
crease to the Alaska student loan program.*

A. The first purpose of the Alaska student loan program
as stated by the Alaska Commission on Postsecondary
Education, reads:

"To provide Alaskans with access to postsecondary
educational resources through low-interest loans
to students.”

1. Education costs are not limited to tuition, books,
room and board.

a. Non-traditional students may have high financial
obligations upon re-entry.

b. Opportunity costs are high, especially when lost
wages are considered.

I11. SPEAKING PERSONALLY ** I am opposed to lowering the loan
limit for graduate students to $5500, but favor a $500 reduction.

A. This dramatic reduction of $1500 per year toward graduate
studies would place hardship on those graduate borrowers
already in the midst of their program.

B. Graduate studies are much more costly than undergraduate
studies.

C. Alaska does not have a well developed graduate school
at this time, thus graduate students generally must
travel out-of-state to receive their educations, and
travel expenses are not loanable items. (Only 251 of
the 1241 students receiving state loans attend
Alaskan institutions.***)

E. The effects would be minimal, as graduate students only
constitute approximately 8% of all borrowers.
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Stebbins
H.B. 161
V. S.A.U.A_A_ supports a $500 reduction in the maximum

loan amount*
A. More students would be able to receive the loan.

B. This proposal 1s more equitable than others pre—
sented previously.

The second purpose of the Alaska student loan program
as stated by the Alaska Commission on Postsecondary
Education reads:
"To encourage an educated citizenry through initial
access to education and training and through in—
E?ceﬂents to utilize that education and training in
aska."

A. Though the student loan program may be costly for the
state in monitary terms, 1t makes good economic
sence. An educated citizenry has a positive impact
on the Alaskan economy. Thank you for your support
of the loan program, and for your endeavors to keep
the program around for posterity.

*Results of a recent S.A.U.A.A. student opinion survey.

**This question was not asked in the survey described above.

***EjgureS courtesy of the Alaska Commission on Postsecondary
Education.
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Alaska State Legislature

Senate

Official Business Pouch V

State Capitol
Juneau, Alaska 99811

MEMORANDUM

March 3, 1986

TO*" All Legislators
FROM: Senator Fred F.
RE: HB 161 - State Student Loan Program

I have been requested by the Kodiak Community College Student Government to
share this resolution with members of the legislature. The Senate HESS
Committee will be holding a public hearing on HB 161 tomorrow at 1:30pm in the
Beltz Room.



Kodiak Community College Student Body Government
Resolution No, 86-01

A resolution by the Kodiak Community College
Student Body Government opposing House Bill 161.

The Student Body of Kodiak Community College
has voted unanimously to oppose House Bill 161
or to any change relating to the interest rate,

loan conditions and repayment provisions of the
Alaska Student Loan Program.

Passed and approved this® Q ~ day 0f 197
Kodiak Community College Student GcWernment

Student Body Representative



PROPOSED STUDENT LOAN PROGRAM REGULATION CHANGES

20 AAC 15.900(b)(3)(C) is repealed and readopted to read:
(b) For the purposes of 20 AAC 15.010 - 20 AAC 15.081
(3) “full-time" student means
(C) a student enrolled in a non-flight school career education
pro?_ram for at least 30 clock hours per week, a clock hour being a period
of time which is equivalent of:
(] a 50 to 60 minute class, lecture, or recitation; or
~(11)  two hours of outside preparation related to the
activities in_ (i) of this subparagraph, for up to a maximum of ten
such preparation” hours per week; or
20 AAC 15.900(b)(3) is amended by adding a new paragraph (D) which reads:
(b) For the purposes of 20 AAC 15.010 - 20 AAC 15.081
(3) “"full-time" student means
(D) a student enrolled in an approved flight school .proct;ram viho
logs a minimum of 40 hours per month, including pre- and post-fligh

ms_trgction and ground school hours, or averages 80 hours for a two-month
period.



P. 0. Box 1214
Juneau, Alaska 99802

March 4, 1986

Bettye Fahrenkamp, Chairperson

Health, Education, and Social Services Committee
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Fahrenkamp and members of the Committee:

I am a full time student at UAJ, majoring in Business
Administration with an emphasis in Computer Information Systems.
I hope to complete my requirements for a Bachelor®s degree by
December, 1987.

Il regret that | am unable to attend your hearing on the student
loan bill, but you have unfortunately scheduled your hearing
during mid-term exams at UAJ. IT you have few students at this
hearing, youshould not assume that it indicates a lack of
interest 1in this legislation, sincemany of us are busy doing

what we have put ourselves 1in debt to do...attend school.

I am a re-entrant student who returned to school at age 37. |
cannot count on my widowed mother to provide support while |1
attend school. While 1 now have a part-time student job at UAJ,
possible University budget cuts prevent me from depending on the
availability of that income during the next two years. In spite
of adiligent search for work last summer, | was unable to find

employment for all but six weeks of the summer, and that job was
in a fish processing plant where | was paid only $6.00 per hour.
Therefore, | must be able to count on the continued availability
of student loans if | am going to be able to stay in school until
I graduate.

During the last year and a half, I have exhausted my savings and
put myself in debt to the state (uhrough the student loan
program) for $10,400. For students 1living alone in off-campus
housing, themaximum loan amount of $6000 per year is
insufficient to meet Juneau®s living costs, the increased
tuition, and the high prices of textbooks.

When 1 decided to return to school after an absence of 18 years,
I knew that it would involve considerable sacrifice. I attempted
to plan my finances for the three and one-half years that |1
expected to be in school, based on the maximum Jloan amounts.

IT this bill reduces the maximum amount of student loan”T, 1 may

find myself financially unable to finish school unless 1 take
some time off to seek work in a job market where the major
employer (the state) has just announced a job freeze. In spite

of my best attempt at sound financial planning for my education,
I may be the victim of attempts to help newcomers to the student



loan program. Is this fair? I am relatively fortunate, since |1
am a single person. What about the single parents (mostly women)
who made the difficult decision to return to school so that they
would not be condemned to attempt to support their children 1in
pink-collar jobs? IfT you change the rules in midstream for those
already in the program, vyou will make it even more difficult for
us to finish our educations.

The Post-Secondary Commission has held meetings with high school
students around the state to discuss the program, and | commend
them for it. Unfortunately, the testimony of students who have
never had to work for a living, have always depended on their
families for support, and who have no idea of the true cost of
attending college cannot be considered well-informed. The
Commission has made little or no effort to discuss their lower
loan amount recommendation with self-supporting, independent, or
single-parent students.

I would suggest making minimal changes to the program for those
already receiving loans, and making changes for new applicants.
This would cause the least disruption to those already in the
program. In addition, your committee should consider restricting
the use of loans to attend schools outside Alaska to those
seeking training or degrees that are not available 1in the state.
This will help to keep loan money circulating in the state and
decrease the Ilikelihood of defaults.

Thank you for this opportunity to testify on this important
subject. I hope that vOu will consider the needs of students who
cannot depend on parental support when you make your decisions
about this bill.



A.
Year

FY87
FY88
FY89
FY90
FY91
FY92
FY93
FY94

B

Increased Interest Rates - Fiscal Impact
5 1/12% 6% 6 1/2%
N.A. N.A. N.A.
§ -0- £ - § -0- §
36.3 712.5 108.8
108.6 217.2 325.8
219.4 438. 7 658.1
386. 7 7173.3 1,160.0 1
565.8 1,131.7 1,697.5 2
144.4 1,488. 7 2,233.1 2
1
Reducing Loan Maximum - Fiscal Impact

Reduction

§ 250
§ 500
§1,000

M OCC 1

k0 )00

Annual Savings

ki

N.A.

~Noo P oo !

~NLWDE P~
.. - LT '

ALASKA STUDENT LOAN PROGRAM

ti>\?

h

§

7 1/12%
N.A

OO D
~ RO OO o

s OO WA= O
oo UITo ool

wcworO—E—

(> /|- =

8%

.-|>oo|\:u—\
I PICFICY L P
OO G !
SCIO s O
I\JOQOl\J(‘S)OI



SECTIONAL ANALYSIS FOR HOUSE BILL 161 (versions 1

An Act relating to the interest rate, loan conditions and
repayment provisions of scholarship loans and providing for
an effective date

Section 1

Increases the annual interest rate on a student loan from
5% to 8%. On a $1000 loan, that would add $2.19 to the
monthly payment during the last 7 years of the loan. On a
$24,000 loan, the increase woulé& amount to $52.33 a month.

Section 2

Raising the interest rate from 5% to 8% would not increase
the monthly payment of the borrower during the first three

years of repayment. Instead, this additional 1interest rated
would be reflected in the monthly payments of the last 7
years of the loan. Essentially, this results in an

interest average of 5% for the first three years and 10%
for the remaining seven.

Version 2 includes an additional section that does the
following. Under current law, a borrower has a one year
grace period after studies are terminated before repayment
begins. This section would reduce that time period to 9
months.

Section 3

Effective date of July 1, 1986,

Comments

As passed by the House, this bill contained a section which
allowed borrowers to attend more than one institution 1in
order to reach the 12 units needed, "0 qualify for a student
loan. The Senate HESS Committee deleted that section
because Senate Bill 17, which did the same thing, passed
during the 1985 session.

\VL



GRAMM-RUDMAN-HOLLINGS DEFICIT REDUCTION:

The Amendment to the Debt Ceiling Extension Bill passed
the House and Senate on Wednesday December 11th - over two
months after its original introduction the first week of
October. The Conference agreement which passed the Senate
61-31 and the House 271-154 calls for reducing the deficit to
zero by 1991 through a massive overhaul of both the budget
process and Congressional deadlines for action. Cuts will be
forced by "sequestering” 1f the budget/appropriations process
does not come up with the proposed savings (within $10
billion) by September 1 of each year. For FY 1987 - the
budget to be released on February 5, 1986 - the deficit
target 1is $144 billion. This requires cuts of $50 billion
which will most likely be requested out of the domestic part
of the budget.

. For FY 1986 - the fiscal year which began this past
October 1, 1985 there will be forced cuts if $11.7 billion to
get closer to the deficit target of $171.9 billion for FY
1986. Current estimates of the deficit are at least $188
billion. These cuts will be issued in a February 1
Presidential order based on the Government Accounting Office
report developed in January 1986 with implementation of the
cuts on March 1, 1986.

WHAT WILL GRAMM-RUDMAN-HOLLINGS DO FOR EDUCATION FUNDING? The
final conference agreement includes two amendments that
minimize some of the damage to higher education funding
during sequestering. The first iIs an amendment which allows
two options for Guaranteed Student Loans. If segestering
takes place there will be a 1/2 of one percent increase 1In
the origination fee and a reduction in the special allowance
to no lower than 3%. The special allowance is a fee paid.to
the lender in addition to the interest rate. The rate of the
allowance helps determine whether banks remain in the GSL
program.

The original Senate passed Gramm-Rudman would have
disproportionately cut funding for all education programs
since they are forward funded - that means the dollars
appropriated in one year pay for programs in the next
academic year. The final version passed on December 11th
would cut education in the same proportion as other programs
during sequestering, yet the pot of programs that are
"controllable™ or cuttable 1s much smaller than in the
original Senate passed Gramm-Rudman-Hollings.

For FY 1986 only 27% of the budget or $265 billion is subject
to sequestering. It is from this pot that $11.7 billion must
be cut.



THE SPRING AHEAD:

¢¢Sequestering is the beginning of the process for FY
1986 bufTTt is"The* end of the process for the FY 1987 bndgpt
calling for $50 billion in cuts.. USSA anticipates that the
budget for education will call for the elimination of many
programs and major cuts and changes 1in every student aid
programs. Predictions abound that the budget will be along
the lines of FY 1982 which called for 60% cuts 1in education
funding. Last year®s proposed cuts were 25% and we were able
to defeat those very effectively. This year will be more
difficult since Congress has tied its hands through
Gramm-Rudman and the political pressure to come up with the
deficit reduction targets right before the 1986 elections /7.,
will be very strong.

We must be sure that education is seen at the Lop of
every memberes agenda since none of the education programs
are considered in the low income or exempt category which
does 1include Food stamps, AFDC, Veteran®"s, Social Security,
Child Nutrition, Supplemental Security Income, Women,
Infants, and Children (WIC) - which means that the potential
for cutting our programs 1isS even greater.

THE PLAN FOR 1986: Students must be in the forefront of
organizing to maintain funding for student aid programs. Our
response from campus must be very strong. You must begin NOW
to plan letter-writing, district events, campus forums,
rallies, articles in your campus newspaper, and lobbying 1in
D.C. so that once again in 1986 as in 1982 it was student
response to proposed cuts that made the differencelll!

DATES AHEAD: *January 20, 1986: Martin Luther King Holiday

¢January 21, 1986: Congress returns to D.C.
*January 22-24: USSA West Coast Regional
Conference, Berkeley, CA
*Late January: State of the Union
*February 5, 1986: Deadline for FY 1987 Budget
*February 8-18: Congressional Recess -
Members in Home Districts
*March 14-17: USSA Legislative Conference

Lobby Day to "Put the Green
Back in the Education Budget"”



Pell Grants:

USSA has consistently supported the expansion of Pell
Grants and an increased importance in funding for grant and
work-study programs instead of massive increases in loan
indebtness. The maximum award levels in the House passed
legislation are $2300 for academic year 1987-88 with a $200
increase each year until 1991-92. The percentage of cost
limitation would be 60 percent. The minimum Pell Grant would
be $50. for less than half-time students instead of the
current $200. In addition the campus can make corrections to
minimize delays that currently occur through the Pell Grant
processor. The FY 1987 ceiling is $4.8 billion

The Senate Subcommittee draft Reauthorization bill calls
for a $2400 maximum award 1in 1987-88 with $200 increases for
the succeeding years. There 1is a family income cap of
$30,000. These 1issues will definitely be a major debate 1in
Conference late Spring.

Supplemental Educational Opportunity Grants (SEO0G):

The House authorization for FY 1987 is $500 million. The
maximum grant would increase from $2,000. to $4,000. and
there would be increased efforts to target the funds to low
income students. All students must demonstrate need and 75%
of a campuses allocation of SEOG grants must be to Pell Grant
recipients.

The Senate Subcommittee bill calls for a maximum grant
of $3,000/year with targetting on exceptionally needy
students. The FY 1987 ceiling is $455 Million.

State Student Incentive Grants (SSIG):

The authorization level would be $100 million with the
maximum grant increased from $2,000 to $3,000. The allocation
of funds for a specific state will only count those students
who could be served by the grant program. The matching share
of the funds must be direct state approprations by FY 1989.

TRI10: Special Programs for Students from Disadvantaged
Backgrounds:

The authorization level would be $400 million. A
National Center for Postsecondary Opportunity would be
established to ensure that adequate information on student
aid is available for students, parents, counselors, community
services programs, etc. The Senate Bill does not include the
Center or the Toll Free 800 Student Information Hotline.

National Direct Student Loans (Perkins Loans):

The House authorization level would be $300 million.
Priority for getting loans will be to students with family
income below $25,000. Eligibility or ineligibility for a



Pell Grant must be granted prior to receiving a GSL or NuSL.
Loan limits would be increased from $3,000. to $5,000 for the
first two years of undergraduate with a total loan limit of
$10,000 at 7% interest, up from the current 5% interest.

The Senate authorization level would be $228 million
with loan limits at current levels and a 7% interest rate.

College Work Study (CWS):

The House authorization level is $700 million for FY
1987. The match from the institution would rise from 25% 1in
1989-90 to 30% after 1990-91. 25% of alloted funds can be
used for jJobs in the private sector whose match will be 40,
45 and 50% in the next three years. Funds available for
reallotment would be split between cooperative education
programs and literacy projects.

The Senate would authorize a FY 1987 ceiling of $622
million and would allow CWS funds to be used for community
service learning programs.

TAX REFORM: The tax bill passed the House of Representatives
during the last week of the session after a stormy time on

the House floor. When the Rule originally came up for a
floor vote, it was defeated by a coalition of Democrats and
Republicans who opposed the bill - H.R. 3838 as it was
reported out of the House Ways and Means Committee. USSA
strongly supported the retention of the State and Local Tax
Deduction which 1is in H.R. 3838. President Reagan had

initially stated that he would not support any Tax Reform
which did not eliminate the deduction, yet he went up to
Capitol Hill supporting the House Ways and Means Bill in an
effort to keep Tax Reform alive.

The Senate will begin their version of Tax Reform early
this Spring, yet Senator Packwood (R-OR), Chair of the
Senate Finance Committee has stated that he doesn"t expect
his version to be too different especially since the
President actively supported House passage.

CIVIL RIGHTS RESTORATION ACT: H.R. 700/S.431 are still alive
in both the House and Senate. The first three months of 1986
will be very critical to the future of the legislation. A
massive grassroots effort 1is being planned which starts with
discussion of civil rights over the past 20 years focussed on
Martin Luther King®"s Birthday and other state and national
events in the Spring including February 28th - the second
anniversary of the Supreme Court decision. We will be
working in coalition with other organizations both 1in
Washington and in states to focus on the importance of
quickly passing the legislation.



Carl Triplehorn
Executive Assistant/UAF
ASUA/October 1985

Joe Student

The purpose of this project is to show how much it costs a
freshman to go to school at UAF and how much it has gone up
between 1983-84 and 1985-86.

Introducing Joe Student

He is a resident of Alaska.

He owns a car.

He lives in Nerland Hall in a double room.

He eats 19 meals a week.

He needs tutoring in Calculus.

The semester is 16 weeks long.

He is taking a course load of 14 credits:

CHEM 105 - General Chemistry 4 credits
MATH 200 - Calculus 1 4 credits
MUS 155 - Class lessons-Brass 1 credit
ENGL 111- Methods of Written

Communications 3 credits
PE 100 - Beginning Fencing L credit
LS 101 - Library Skills L credit

Joe' Expenses

Eeepaid for 1983-84 1984-1985
Admission Fee $10.00 $20.00
(This is a fee for

processing new students

materials)

Dorm Deposit $50.00 $50.00



Early Orientation for
New Students

Tuition
Meal Ticket
Double Occupancy
Dorm Room
Health Insurance
Activity Fee
Classifies

CHEMJ 05

Lab Fee

Lab hook
Book

Study Guide

MATH 200
Book

Tutoring
L hour a week

$30.00
$25.00 per credit

$800.00

$350.00

$56.00

$24.00

Deposit $2.00
$21.35
$34.95
$14.95

$42.75

FREE

Carl Triplehorn
Executive Assistant/UAF
ASUA/October 1985

$35.00
$35.00 per credit CMF

$725.00
$500.00

$72.00

$24.00

Deposit $5.00
$10.00
$41.05
$15.50

$42.75

$4.00 an hour



Carl Triplehorn
Executive Assistant/UAF
ASUA/October 1985

MJS.155
Fee for Class Lessons $15.00 $65.00
Music Locker Deposit $10.00 Pay $10.00
ENGL 111
Book $19.05 $19.95
Book $14.40 $14.40
Book $14.40 $14.40
ELM
Gym Fee FREE $10.00
Gym Locker Fee $5.00 $5.00
LilQ|
Book $5.00 $7.00
Others
Dorm Dues $10.00 $15.00
Hockey Game $1.50 $2.00
ASUA Movies $1.00 $1.50
Personal Expenses $20.00 a week $20.00 a week

Parking Sticker for Car $10.00 $25.00



Carl Triplehorn
Executive Assistant/UAF
ASUA/October 1985

Parking Ticket $12.00 $15.00

TOTAL $2162.25 $2543.55

If Joe Student paid for this exact amount with his student
loan, at the present 5% for 10 years on the principle, his first
freshman semester would have cost him:

Amount Joe would

pay for his first semester

his freshman year

(this figure does not include

the forgiveness clause) $3522.05 $4142.44

If Joe Student worked at the University of Alaska he would
have earned $6.44 an hour in 1983 and $5.60 in 1985. This
amounts to:

10 hrs a week for
16 weeks $1030.40 $896.00

Joe Student had a Student Loan both years. In 1983-84
1,902 students recieved loans at UAF for a total of $6,700,571.
This fall 2,111 checks were recieved by UAF for a total income
of $8,953,578. As college gets more expensive students must
borrow more money:



Carl Triplehorn
Executive Assistant/UAF
ASUA/October 1985

Average Student Loan Check
recieved by a student at UAF  $3,522.90 $4241.39
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WEATHER

Mostly cloudy
tonight. Low near
20. Thursday,
cloudy. High near
32.

Weather, page B-8

Thursday daylight

7 Hrs. 36 Min.
SUNFiSE...ceiecree. 9:26 a.m.
Sunset...eiee 5:02 p.m.

Friday daylight

7 Hrs. 42 Min.
SUNFiSE...eicrercnne. 9:23 am.
SUNSet...covviiiins 5:05 p.m.
Alaska Life........cccceeerennan.
Business
City/State ©
Classified........ccoveveienne. C—I

-Movies 1*3
Obituaries........ceueuu.e. B-4
On the Record.................. H-3
Sports........... F-1
Tune Out .. M

TV listings . 1-6

Times pholo by Al Grlllo

Inlet View Elementary School students watch the flag being
lowered to half-staff Tuesday after the space shuttle explosion

- - "inS 38)$
p.ih-1 .illv.illy has brgun
Illg d.Uii.

Allell tllv It'itivi! lamml .mtvts,
il will fiee a mountain of data,
thousands uf photographs .nut li-
braries of papers tracing the his-
tory of each and every one of the

millions of parts that made up

Army halts Fairbanks

FAIRBANKS (AP) - The
Army has ordered a contractor
to stop work on a $50-million, 400-
unit housing project at Fort
Wainwright because of protests
from four unsuccessful bidders
on the project.

The housing project is being
built to accommodate 3,500 sol-
diers and family members of a
new brigade in the 6th Army Di-
vision, which is to have its head-
quarters at Fort Wainwright.
Brigade personnel will be arriv-
ing in Alaska over the next two
years.

Army officials have said the
presence of the new brigade will
lead to the hiring of about 500 ci-
vilian workers for service jobs.

The losing bidders claim that

in the first of two rounds of bid-
ding, North Star Alaska Housing
Corp. exceeded an $8.14-million
annual cost ceiling set by the
government, Pat Richardson,
spokeswoman for the Army
Corps of Engineers, said Tues-
day.

She said North Star, run by
Fairbanks  developer Dick
Fischer, was ordered last week

to halt work and minimize fur- .

ther costs associated with the
contract. The stop-work order
will remain in effect until a rul-
ing by the General Accounting
Office in Washington, she said.

Fred Frink, North Star’s vice
president, said the shutdown
would not affect his business im-
mediately.

“We don't expect to really do
anything out there until March or
April,” he said. “We don't feel
it’s any detriment to us.”

In a letter to North Star, the
Corps of Engineers said that be-
cause of the project’s urgency, it
was seeking authorization to let
Fischer resume work despite the
protests.

North Slope won the bid Dec.
31, 1985, with a first-year annual
rent of $7.7 million. The contract
calls for the company to build
and lease back to the Army 400
housing units at Fort Wain-
wright.

The contract will be worth
more than $150 million during its
duration of 195 years, with rent
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See Challenger, page A12
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adjusted to offset inflation as the
contract progresses.

The request for proposals on
the project specified that the
“average annual cost" of the
rent was not to exceed $8.14 mil-
lion. The Corps interpreted that
to mean the first-year rent pro-
posed by each bidder, and Fisch-
er’s initial bid was just $200
under the mark.

But the protesting bidders
said the specifications mean the
average rent over the life of the
project. They said Fischer
should have been disqualified in
the first round because inflation
adjustments would put his aver-
age rent over the life of the proj-
ect above the $3.14 million ceil-

ing.

. Lawmakers call new loan rule discriminatory

Botlve Fohrenkomp

by Beth Barrett
Times Jluneau Bureau

JUNEAU — A new regulation
requiring many in-state college
students to pay $500 of their
annual schooling costs v,-as
called discriminatory Tuesday
by some lawmakers on the Sen-
ate Health Education and Social
Services Committee.

The regulation was adopted

last December by the Alaska
Commission on Postsecondary

Education and would apply to
students getting state loans next
year, said Kerry Romesburg, ex-
ecutive director of the commis-
sion.

In 1987, students who attend
schools where the annual cost is
less than $6,000 will have $500 de-
ducted from their loan amount.
Those who go to more expensive
schools, mostly Outside-, could
get the $6,000 without the deduc-
tion.

“l don’t like the discrimina-
tory flavor of it,” said committee
chairwoman Bettye Fahren-
kamp, D-Fairbanks. "But | don’t
know what the solution is.”

Sen. Joe Josephson, D-An-
chorage, said the regulation is
regressive because it could keep
the state’s financially disadvan-
taged students from getting an
advanced degree.

Students from middle and

See Legislators, page A-12

JoeJosephson



Legislators criticize

Continued from page A-1

upper class families can auto-
matically get $6,000 a year, he
said. Poor students may not have
the S500 to pay the balance of
their education costs, he said.

Romesburg said the lawmak-
ers’ concerns were justified. He
said, however, that in-state stu-
dents attending accredited in-
stitutions could apply for a S500
federal grant to make up the dif-
ference.

Josephson said that depending
on revenue trends within the
next few months, he may pro-
pose legislation reducing the
$6,000 maximum loan amount for
all students.

He said such a change might
be required if state dollars avail-
able for the loan program de-
cline.

The postsecondary commis-
sion disliked changing the regula-
tions, Romesburg said, but did so
because the loan fund is running
out of money each year and leav-
ing thousands of students
stranded without loans.

“We're trying to find a way to
spread funds to more students,”
Romesburg said. “We’re turning
away thousands of people.”

This year 1300 applicants
weren’t able to get loans. If the
$500 deduction had been in place
last year, it would have meant an
additional $4 million to the pro-
gram and all the applicants
would have gotten loans, he said.

In another action important to
students, the Senate Finance
Committee kicked back to the
health, education and social ser-
vices panel a loan bill regarding
interest rates and grace periods
for state loans to students.

The bill, introduced last year
by Rep. Johne Binkley, R-Bethel,
would raise interest rates on stu-
dent loans from 5 percent to 8
percent. Students would have to
begin repayment within six
months instead of a year.

Lawmakers said the solution
to the student loan program
might be more complicated than
tinkering with interest rates and
payment schedules.

The federal government, for
instance, is returning to a 12-
month grace period after experi-
menting with the shorter one,
Romesburg said.

The commission has es-
timated the state would have to
spend $383 million-by 1990 to sat-
isfy all loan applicants under the
present terms of the loan pro-
gram. That’s $20 million more
than the state spent in 1986.

Health, education and social
services panel vice chairman
Arliss Sturgulewski, R-Anchor-
age, said the state can’t make
that kind of contribution tc the
loan program in the face of de-
clining oil revenues.

Dial Window Thermometer
complements any patio or den.
High-impact plastic case won't
rust. With mounting bracket. 5310

|19 ValueBright'

4-Pk. Light Bulbs provide a soft,
frosty glow for any room. Stock up
nowon 40,60,75 or 100W sizes for
your lamps. 268173/250167/510/56

Prices Expire 2/2/86

ANCHORAGE
HARDWARE

On Dimond between Arctic &C
Open: 8-8 Mon-Sat; 10-5 Sun
344-9215
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Register 1985 MISCELLANEQUS BOARDS, COMMISSIONS 20 AAC 15.036
TITLE 20. MISCELLANEOUS SOARDS, COMMISSIONS

Chapter
15, Student Financial Aid (20 AAC 15.010 - 20 AAC 15.900)

CHAPTER 15.  STUDENT FINANCIAL AID
Article

1. Scholarship Loans (20 AAC 15.010 - 20 AAC 15.081)
ARTICLE 1. SCHCLARSHIP LOANS
Section

10. Purpose of scholarship loan program

15, Administration

20. Filing dates _

25. Priority r.ankln? of applicants

30.  Computation ot authorized loan awards

35, Limitations ongranting authorized loan awards

36.  Limitations on[qrantlng loan awards
Conditions and limitations of loans

Dishursement of loan awards

Repayment of loans

Deferment of payments

BtaTte forgiveness payments

efault

Appeals to the executive secretary
"'Appeals to the commission

Complaint file _
Loan audit and institutional sanctions
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20 AAC 15.036 is amended by adding a new subsection(4) to read:

20 AAC 15.036. (4) a program of studK offeredoutside thestate in
which the institution is located, unless the program's Ioca/tu}n ishased

upon, and serves, a hona fide educational purpose. (Eff.
Authority: AS 14.43.105
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20 AAC 15 1is amended by adding a new section to read:

20 AAC 15.036. LIMITATIONS ON GRANTING LOAN AWARDS. A loan will
not be awarded for

) (1) an educational program that 1is avocational or recrea—
tional in nature;

) (2) flight instruction leading to certification as a private
pilot; or

(3 flight instruction for type ratings or other proficien—
cies, unless the student currently holds a commercial license. (EfT.
1/q /<>, Reg.ril)

Authority: AS 14.43.105
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STUDENT LOAMS- ONE STUDENT-S PEASPECT ImEQ ¢ ( G-I
RROBLEi"™ UITh HE 1-1;

6'V. INCREASE IN INTEREST- WHY SHOULD THE STUDENT LOAN PROGRAM,
WHICH HAS ONE OF THE BEST RECORDS FOR PAYBACK, BE SINGLED OUT FOR
SUCH A HUGE INCREASE IN INTEREST?

GRACE PERIOD ON REPAYMENT MOWED AHEAD 6 MONTHS, AT A TIME WHEN
THE GRADUATING STUDENT CAN LeEasT AFFORD IT.

THE BILL DOES NOT DO WHAT IT IS INTENDED TO DO

WHAT IS WRONG WITH THE STUDENT LOAN PROGRAM?

PEOPLE COME UP FROM OUT-OF-STATE LONG ENOUGH TO QUALIFY FOR THE
RESIDENCY REQUIREMENT, APPLY FOR A LOAN. AND TAKE THE MONEY BACK
OUT OF THE STATE. ALASKA PAYS FOR THEIR EDUCATIONS AND THE MONEY
SPENT ON LIMING EXPENSES (OFTEN THE MAJOR PART OF THE LOAN> IS
SPENT OUT OF THE STATE.

THERE ARE CASES OF PEOPLE WHO MAKE OVER *50,000 ANNUALLY, APPLY
FOR THE LOW-INTEREST LOAN, AND THEN PROCEED TO MAKE MONEY BY
REINVESTING THE LOAN FUNDS.

THE POSTSECONDARY EDUCATION COMMISSION HAS DECREED THAT STUDENTS
MUST SHOW THAT THEY SPEND *500 OF THEIR OWN MONEY TO ATTEND
SCHOOL. THIS AFFECTS IN-STATE STUDENTS PRIMARILY BECAUSE
OUT-OF-STATE STUDENTS HAVE NO PROBLEM SHOWING THAT THEIR COSTS
FOR LIMING, TUITION, AND BOOKS ALREADY EXCEED THE MAXIMUM AMOUNT
OF THE LOAN BY AT LEAST *500.

ALTERNATIVES TO HB 1SI:

i. CHARGE A DIFFERENTIAL RATE OF INTEREST 5% TO IN-STATE
STUDENTS, 87. TO OUT-OF-STATE STUDENTS. EXEMPT THOSE STUDENTS
ENROLLED IN DEGREE PROGRAMS NOT OFFERED WITHIN ALASKA.
OR
UA  REQUIRE GRADUATION FROM AN ALASKA HIGH SCHOOL FOR STUDENTS WHO
A3 WANT A STUDENT LOAN TO ACQUIRE A DEGREE FROM OUTSIDE ALASKA IF
THAT PROGRAM 1S ALGO OFFERED WITHIN THE STATE.

2, INSTITUTE A REALISTIC- INCOME/NEEDS FORMULA FOR ELIGIBILITY ON
THE LOW-INTEREST LOAN. SOME STUDENTS HAVE A PROBLEM WITH AN
INCOME CEILING FIGURE OF *20,000. NOBODY HAS A PROBLEM WITH
*50,000. A REALISTIC FIGURE IS PROBABLY SOMEWHERE IN BETWEEN.

A 3. ANOTHER SUGGESTION THAT WOULD BRING MONEY BACK INTO THE
P PROGRAM MORE QUICKLY IS TO CREATE INCENTIVES FOR EARLY PAYBACK.
y HM&H' THE CURRENT PROGRAM OFFERS NO REASON FOR EARLY PAYBACK. PERHAPS
A FIRST-5-YEAR hT 5.X, SECOND-5-YEAR AT 107. SCHEDULE WOULD DO IT"
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Student Aid

~The House approved. 350 to 67, a bill pro-
viding S10.6 billion in fiscal 1987 to extend
for five years education aid programs for col-
lege students. The provides (or Pell grants,
guaranteed student loans and"tEer'govern-
ment educational programs used by about 5.8
million graduate and undergraduate students.’
The measure would apply a needs test to all
families, not just those with incomes above

$30,000 as is currently the case. And for the
first time it would consider a family s assets,
and not just income, in the needs test.Jjie bul
would retain._the_SiL50fl .ann.ual_borrowm% .
Timit for undergraduatesin j*hejirst twp.yeat?.
nf~rn||pg§~ but would allowjhem jo _
$57000°a year injKelrjasUw o.years. The bill
wmilri extendThe grace period for repayment *
of loans~1from six to nine months alter grad-
uation with students receiving
loans irTT 9805 a cost-saving measure and
incentive to repay their ?uaranteed loans
quickly, the legislation would increase inter-
est rates on the loans from 8 percent to 10
percent, beginning in their fifth year of repay-
ment. The measure also would tighten loan-
collection procedures. It now goes to the ben-
ate. The administration opposes the hill, call-
ing for further program cuts. (HR3700; Dec.4)



The Student Association of the University of Alaska, Anchorage
(SAUAA), recognizes the need for revision of the Alaska Student Loan
Program so that it may be available for future generations, but SAUAA
completely rejects HB 161 for the following reasons:

1- The accessability of the loan program must not be threatened, Ihe
five percent rate of interest encourages many Alaskans to further their
educations. A three percent increase would mean on a $20,000 loan an
extra $27 per month over a 10 year period, lIhe burden of repayment
becomes too great. The Postsecondary Education Commission no longer
supports this increase and neither do the students of UAA.

.2- The decrease of the grace period from one year to six months would
create unneeded hardships for students. This part of the bill could
increase the default rate due to problems encountered directly after
graduation. If a student graduates in May, their note would become due
in November which is typically a depressed financial time of year. |If
students take a break in the course of their studies, they will be
forced into a repayment schedule, lhe students should be allowed the
time of one year just to get their lives stable after being in school
for so long. As many of us know, the federal government loan programs
do not endorse six month grace periods either.

3- lhe ramping clause is misleading. It could not only lead to an
administrative nightmare, but could lead to massive confusion by the
students as well. SAUAA can see no good reason for its inclusion in the
bill.

4-  The Postsecondarv Education Commission administers the Alaska
Student Loan Program. With the budget cuts to the agency, the staff

perform amazingly efficient. The commissioners are prominant, educated



leaders of Alaska. Their expertise and broad experiences should contribute
towards a positive direction. On December 14, 1985, The commission

passed a regulation that each student recipient of a loan must contribute
$500 to their own education. This will create an additional $4.3

million into the fund to help other perspective students afford their
educations.

We feel the commission has solved the problem Representative Binkley
was concerned with in the beginning, the Postsecondary Education Canmissioners
should be congratulated on their efforts to rescue the Alaska Student
Loan Program. Representative Binkley recognized a need and helped
stimulate constructive discussions. There is no current need for HB 161

and SAUAA believes it should be taken off the agenda.
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From: Mike Bradner

Problem:

The Administration is not unfreindly necessarily to the Alaska Student Loan
Program supplemental, which has been forwarded from Post Secondary Commission to
the Administration. However, it appears that the Administration®s attitude may
be to "wait-and-see" whether legislators are interested.

It may help if Legislators query both Ayers and Ray Gillespie about the
status of the supplemental. Are they going to include it in their early
February requests, and if so: How much?"

Second Problem:

There is a potential problem concerning funding of vocation technical
leans as compared to four-year college loans. iThe problem is complex and is something
the Post Secondary Commission will have to wrestle with, along with interested
legislators, regarding a long term solution. In the meantime some kind of short-term
solution may be needed to get by the immediate problem.

The problem has to do with how students approach a four-year academic program
as opposed to short-term vocational training. University students tend to go on to
school regardless, and leave their loan request on the table. Sort on in priority
order.

Vocational technical students usually opt for training on an immediate basis,
perhaps due to some change in their circumstances. They approach a school and
decide or walk-away. They don"t leave applications “on the table." What this means
is that potentially the May ]5th deadline and inadvertantly favors university level
students in £ supplemental funding situation. The vresult is that voc-tech programs

this spring could be empty.

In a year-long basis Post Secondary uses a 80% university and 20% voc tech
funding. It would appear that care should le caken to split supplemental funds on
an 80%/20% split. Or, given the inadvertent problem, created by the pattern intent
might categorize supplemental funds only at a 70/30 split, insuring the variety of
shortern term and diverse voc tech programs to have c reasonable life in the spring
and summer period.

WHAT TO DO: 1In query of the governor®"s office might say there appears to be
some problems witli funding for voc tech programs, and ask if governor is going to
specify some share to voc-tech. In the end probably the Finance Committees should
simply establish some kind of intent. Additionally, it she®d not be assumed that
Post Secondary is necessarily opposed to such direction. They, in fact, may need it.



Senator Bettye Fahrenkamp February 19, 1986
Chairperson - Senate HESS Committee

Dear Senator Fahrenkamp,

The Alaska Student Loan Program has been one of the most successful
loan programs instituted by the State"s Legislature. Both in its purpose and
its structure, the Student Loan Program has performed w&ll in comparison
to many other loan programs available to Alaska®s citizens. Inasmuch as this
is the case, we would prefer that no changes be instituted in the Alaska
Student Loan Program. However, in recognition of the fiscal realities facing
the Stat , we have discussed the following list of alternatives for change in
the program. We want to be sure that it is understood that this list serves
only as suggestions for possible changes. The United Campuses of Alaska has
officially taken a stand of "No Change™ and 1is in opposition to those changes
proposed in HB161. We hope this list will prove helpful to you in your

deliberations. If we can otherwise help you, please let us know.

Steve Cole
| ment

Mike Smith
President - UAJ Student Government



Two-Tier Program -

- Essentially 2 programs

a) Irst Program - administered essentially the sare as current loan
program but with borrowing maximum set at $4000, with 3% interest.

b) 2nd Program - needs based; provides up to $3000 in additional Iloan

funds 8 5% interest

Reduce borrowing miximums to:
— $5500 for all undergraduate, voc-tech, special program borrowers.

— $6500 for all graduate borrowers.

Incentive Based Limits on Loan Maximums -

Collegiate Borrowers

Year Loan Maximum
Irst $5,000
2nd 5.000
3rd 5.500
4th & 5th 6.000
Graduate 6.500

* (these changes to be instituted in FY 88)

Increase interest rate on loans from 5% to 7%.



Alaska g>tate Megislature

BETTYE FAHRENKAMP. Chairman P °'BOX V
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PAUL FISCHER (907)465-3834
EDNA ARMSTRONG-DE VRIES (907)465-3762

Senate Committee on
Health, Education and Social Services

M EMORANDUM

TO: Members, SenateCommittee on Health, Education and Social
Services

FROM: Committee Staff

RE: Committee Meeting, March4, 1986

DATE: March 3, 1986

On Tuesday, March 4, 1986, from 1:30-3:30 pm in the Beltz Room, the
Senate Committee on Health, Education, and Social Services will
hold a teleconferenced hearing on CSHB 161 (Finance)am, relating to
the 1interest rate, loan conditions and repayment provisions of
scholarship loans.

The attached draft committee substitute would:

1) reduce the maximum Jloan available for undergraduate
students from $6000 to $5500,

2) reduce the maximum loan available to graduate students
from $7000 to $5500, and

3) Increase the interest rate from 5% to 8%.
Under the draft, the grace period would remain at 12 months and
forgiveness of up to 50% of the loan amount would continue to be
allowed.

Attached 1s a copy of the bill and an explanation of its fiscal
impacts.



Register 94. July 1985

CHAPTER 15.
STUDENT FINANCIAL AID

Article
1. Scholarship Loans
(20 AAC 15.010-20 AAC 15.085)

ARTICLE 1.
SCHOLARSHIP LOANS

Section

10.  Purpose of scholarship loan program

15.  Administration

20.  Filing dates

25.  Priority ranking of applicants

30. Computation of authorized loan awards

35.  Limitations on granting authorized loan
awards

40.  Conditions of loans

45.  Disbursement of loan awards

50. Repayment of loans

55.  Deferment of payments

60.  State forgiveness payments

65. Default

70.  Appeals to the executive secretary

75.  Appeals to the committee

80.  Complaint file

81. Loan audit and institutional sanctions

85.  Definitions

20 AAC 15.010 PURPOSE OF SCHOLAR-
SHIP LOAN PROGRAM. The scholarship loan
program provides low-.ost educational loans to
Alaskan students enrolled in undergraduate,
graduate, or career degree programs. (Eff.
2/3/77, Reg. 61)

Authority: AS 14.43.105

20 AAC 15.015. ADMINISTRATION. The
executive secretary of the student financial aid
committee shall appoint, subject to approval of
the committee, a director of student financial
aid. The director reviews all applications for
scholai. n loans and determines an applicant’s
eligibility and amount of award, subject to
review by the executive secretary and the
committee. (Eff. 2/3/77, Reg. 61)

Authority: AS 14.43.105

Editor's Note: Applications for scholarship loans arc available
from the Alaska Commission on Poslsccondary Education.
Ed%elcltor of Student Financial Aid. l'oucli E. Juneau, Alaska

20 AAC 15.020. FILING DATES, (a) The

MISCELLANEOUS BOARDS. COMMISSIONS

20 AAC 15.010
20 AAC 15.025

application deadline for loan applications is
May 15 preceding the school year for which the
loan is requested.

(b) An application will be considered timely
only if it is postmarked on or before the
applicable deadline, contains all information re-
quired to make a determination of the ap-
plicant's eligibility and the amount of the loan
award, and is accompanied by four signed verifi-
cation of residency forms. The residency forms
must be signed by adults who live at different
addresses from each other and who have
periodic contact with the applicant. At least one
residency form should be signed by a relative of
the applicant.

(c) An incomplete application will be returned
to the applicant with a request for further infor-
mation. No further action will be taken on an
incomplete application until it is resubmitted.

(d) Repealed 12/7/S0.

(e) Except for good cause shown, as deter-
mined by the director, an application will not
be accepted from a person who has attended
more than two weeks of the school term for
which the loan is requested. (Eff. 2/3/77. Reg.
61: am 12/7/80. Reg. 76: am 7/9/82, Reg. 83;
am 6/12/85, Reg. 94)

Authority: AS 14.43.105

20 AAC 15.025. PRIORITY RANKING OF
APPLICANTS, (a) Upon receipt of a completed
application for collegiate study, an applicant
will be assigned priority points based upon the
schedule set out in (b) of this section.

(b)  Each applicant for a loan for a collegiate

program will be assigned priority points based
upon student status and state of attendance,
according to the following schedule:

(1) student status (during loan period):
(A) continuing undergraduate or grad-
uate students with existing Alaska student

loans for the previous school year or
TEIM i 6 points
(B) remaining senior students. .. 5 points

(C) remaining junior students. .. 4 points

20-217
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(D) remaining sophomore students
.................................................................... 3 points
(E) remaining freshman students
.................................................................... 2 points
(F) remaining graduate students
........................................................................ 1 point
(2) students attending colleges or universities
INALASKa ..o, 1 point
(c) Completed applications for collegiate study

received by February 15 will be grouped together.
Complete applications received after February
15th will be grouped in monthly lots. The
groups will be processed according to priority
point accumulation. Those applicants receiving
the highest priority point accumulation within
a group will be processed first and those re-
ceiving the lowest priority point accumulation
within a group will be processed last. In the case
of equal point accumulation within a group,
priority will be based upon the earliest date of
receipt of the completed application.

fd) Completed applications for a non-
eollegiate postsecondary program will be pro-
cessed in the order of receipt of the application
in the loan office. (Eff. 2/3/77, Rea. 61; am
12/7/80. Reg. 76; am 11/19/83, Reg. 88)
Authority: AS 14.43.105

20 AAC 15.030. COMPUTATION OF AU-
THORIZED LOAN AWARDS, (a) Repealed
7/9/82.

(b) The maximum authorized loan for an
applicant enrolled for less than a full school
year, as defined by the enrolling institution and
as approved by the director, is determined by
prorating the maximum authorized loan award
based upon the actual period of attendance,
unless the period of attendance encompasses the
entire program of study, in which case the award
will be based upon computation of financial
need.

(c) Subject to the limitations of (b) of this
section, an applicant’s authorized loan award
will be based on the director’s computation of
the applican j financial need. Financial need
will be computed as the diference between the
required fees, tuition, room, board, books and

20-28
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20 AAC 15.040

supplies, as applicable, charged by the institu-
tion for the course of study for which the
applicant has been accepted or is enrolled in
full-time status and the amount of funds avail-
able to the applicant from other sources to meet
those expenses. The amount of the authorized
loan award will be the next lower multiple of
S50 below the computed financial need.

(d) Married students applying for separate
loans may apportion those expenses listed on
their applications which are for common use or
commonly held property as they see fit. How-
ever, the total of commonly shared expenses
listed on botl: applications may not exceed
100 percent of the actual expense.

(e) An applicant who elects to live off campus
when room or board is available from the
institution may list as an expense only the cost
of the room or board available from the insti-
tution, unless it can be demonstrate 1 that any
additional expense for living off campus is
reasonable and necessary.

(f) The director may require an applicant to
furnish copies of financial records and other
relevant information to verify statements on his
application.

() An applicant who has been awarded a loan
based on admission to a particular institution
shall notify the director immediately if the
applicant elects to attend a different institution.
The applicant shall then resubmit a loan applica-
tion based on admission at the new institution.
The applicant will not lose his or her priority
category status, as determined under 20 AAC
15.025(a), but shall give 60 days’ notice of the
change in institutions to insure the timely
receipt of money. (Eff. 2/3/77, Reg. 61; am
7/9/82, Reg. 83; am 12/13/84, Reg. 92)

Authority: AS 14.43.105
AS 14.43.110
AS 14.43.115

20 AAC 15.035. LIMITATIONS ON GRANT-
ING AUTHORIZED LOAN AWARDS. Re-
pealed 12/7/80.

20 AAC 15.040. CONDITIONS OF LOANS.
(@) The recipient of a scholarship loan shall
report to the director any changes which affect
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the conditions of his loan or his repayment
schedule, including any change of address, with-
drawal or dismissal from his full-time course of
study, change in schools, or state residency
status, or change in financial status.

(b) Money received for scholarship loan may
be used only for books and supplies, tuition,
required fees, room and board.

(c) A promissory’ note in full amount of
the loan award must be signed by the recipient,
or by the recipient’s parent or legal guardian
if the recipient is under 16 years of age. How-
ever, liab'lity for the loan is limited to the actual
amount of the loan funds disbursed to the
recipient, plus interest and collection tees as
necessary.

(d) The provisions of this chapter will be
incorporated by reference into each promissory
note.

(e) Loans will not be granted for more than
five full undergraduate school years, or more
than five full graduate years, or more than a
total of eight full school years of combined
undergraduate and graduate study.

(f) The costs incurred in the collection of a
defaulted loan, including attorney fees and court
costs, shall be borne by the recipient.

(g) Interest on a  -r v*"ins to accrue on the
date of initial ursement. However,
interest will be p. .a mi a student during the
period before the repayment period of the loan
begins and during a period of deferment pro-
vided under 20 AAC 15.055.

(h) Interest shall be computed at the annual
'of five percent of the outstanding balance
oi u.- loan.

(i) At the time student applies for a loan, the
director will provide an anticipated repayment
schedule for the total amount of the current
loan and any loans received in prior consecutive
yea,s. The repayment schedule will be computed
from the date the recipient anticipates the com-
pletion of his or her full-time course of study.
The schedule will include a 12-month optional
deferment period, the number and amount of
payments, including interest, over the 10

MISCELLANEOUS BOARDS. COMMISSIONS

20 AAC 15.040

succeeding years: and the annual percentage rate
of interest.

(j) For non-collegiate postsecondary programs,
the commission applies for standard of good
standing used by the institution of attendance.
For collegiate programs, the commission applies
the cumulative grade point average (G.P.A.)
based upon the following minimums. computed
for two or more terms:
Student Level Minimum Requirement

2.00 cumulative G.P.A.
3.00 cumulative G.P.A.

Undergraduate
Graduate

(k) In addition to the requirements estab-
lished in (j) of this section, a borrower in a
collegiate program must successfully com-
plete all course work in which he or she is en-
rolled while a borrower under AS 14.43. up to
the required full-time enrollment in each term of
enrollment, and must maintain a grade point
average of at le 1.50 or 2.50, for under-
graduate and graduate students respectively, for
each term in which he or she has borrowed
under AS 14,43. If a borrower fails to meet
good standing requirements, the borrower is
ineligible to receive further loans or loan dis-
bursements until the borrower successfully com-
pletes a term of full-time study and meets the
minimum grade point average requirement.

() A borrower who fails to meet the good
standing requirements in (j) a»d (k) of this sec-
tion may request from the director a waiver of
the requirements for good cause. The request for
waiver must be filed on forms provided by the
commission for that purpose and must set out
the reasons for the request. The director shall
determine whether the reasons constitute good
cause shown as defined in 20 AAC 15.085(16)
and may require documentation from the
borrower. In his discretion, the director shall
grant or deny the request for waiver.

(in) A borrower in a flight school program
must hold, as a prerequisite for eligibility, a valid
private pilot’s certificate.

(n) A borrower may be enrolled in more than
one institution, but must be enrolled for at least
75 percent of the full-time student requirement
in the degree-granting institution for which the

20-29
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loan is obtained. The combined total of these
multiple enrollments must be equivalent to at
least full-time enrollment.

(0) A borrower who has previously received
loans under this program, and whose loans are in
repayment, must be current in monthly pay-
ments through the month immediately preceding
the new loan period in order to receive a new
loan. (Eff. 2/3/77. Reg. 61: am 5/10/78. Reg.
66; am 12/7/SO. Ree. 76; am 7/9/82. Rea. 83:
am 11/19/83. Reg. 88; am 12/13/84, Reg. 92;
am 12/13,84, Reg. 92)

Authority: AS 14.43.105
AS 14.43.120
AS 14.43.140

20 AAC 15.045. DISBURSEMENT OF LOAN
AWARDS, (a) The loan will be disbursed in
equal or proportionate installments, with each
installment issued before the school term which
the recipient has indicated he will attend.

(b) A warrant for the appropriate amount of

the loan disbursement and a record of disburse-
ment and receipt form will be mailed to the
recipient in care of the financial aid officer of
the institution which the recipient is attending.

(c) Before delivering the warrant to the
borrower, the financial aid officer shall certify,
on a form to be provided by the commission,
that the borrower is a full-time student in good
standing at the institution. If the full-time status
is the result of attendance at more than one
institution, the certifying institution must
certify full-time and good standing status for
the multiple enrollments.

(d) At the time the warrant is delivered to
him. the recipient must certify its receipt on the
record of disbursement and receipt form.

(e) The recipient is responsible for the return
of the record of disbursement receipt form to
the director. Failure to return a completed form
will result in no further warrants being issued to
the recipient.

(f) An institution may not hold loan warrants
for longer than 60 calendar days after the begin-
ning of the school term, or specified date of
beginning, for which the warrant is issued. If

20-30
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20 AAt 15.040
20 AAC 15.050

the warrant is unclaimed or the student is in-
eligible at the end of the 60-day period, the in-
stitution shall return the warrant to the commis-
sion. stating the reasons for its return: the loan
will then be cancelled. (Eff. 2 3 77. Reg. ol:am
12/TS0. Reg. 76: am 7 9,82. Reg. 83; am
11/19/83. Reg. SS: am 12/13/84. Ree. 92: am
5/12/85. Reg. 941

Authority: AS 14.43.105

20 AAC 15.050. REPAYMENT OF LOANS,
(a) The repayment period of a loan begins 12
months after the date the loan recipient ends
full-time student status. The first payment be-
comes due on the first day of the 13th month
after the date the recipient ends full-time
student status.

(b) At the time the recipient first ends his
full-time student status, he must contact the
director and establish a repayment schedule
satisfactory' to the director.

(c) Payments for all loans granted to a recipi-
ent may be consolidated into single monthly
payments.

(d) Subject to the deferment provisions of
20 AAC 15.055 and the hardship provisions of
(e) and (D of this section, a loan must be fully
repaid within 10 years from the date first pay-
ment is due.

(ej In cases of hardship and based on such
factors as the seriousness of the hardship, its
anticipated duration and the expectation of
increased earnings in later years, the director
may, in his discretion, alter the repayment sche-
dule by extending the period of repayment,
subject to the deferment provisions of 20
AAC 15.055, to a maximum term of 11 years,
or weight the regular payments to ease payment
in the first years and require larger payments
in later years, or both.

(0 A recipient whose repayment schedule has

been modified as a result of hardship must
certify annually to the director the continued
existence of the conditions under which the
hardship determination was made. At the time
the conditions no longer exist, the recipient
must notify the director and renegotiate his
payment schedule, based on the loan’s outstand-
ing balance and accrued interest, over a term
acceptable to the director.

==
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() 1 a recipient chooses to make a payment
in an amount larger than that required by the
repayment schedule, the difference will be
applied to the remaining principal of the loan
unless otherwise specified by the recipient.
(EN. 2/3/77, Reg. 61: am 5/10/7S. Res. 66:
am 12/7/80, Reg. 76)

Authority: AS 14.43.105
AS 14.43.120

COMMISSIONS
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20 AAC 15.055. DEFERMENT OF PAY-
MENTS. (a) Periodic installments of principal
will be deferred, but interest accrues and must
be paid unless the loan recipient is eligible for
interest payment benefits under 20 AAC
15.040(g) during any of the following:

(1) return to full-time student status;

(2) active duty as a member of the armed
forces of the United States;

(3) service for up to three years a? a full-time
volunteer under the Peace Corps Act;

(4) sendee for up to three years as a full-time
volunteer under the Domestic Volunteer Sendee
Act of 1973:

('5) for a one-time period of up to 12 months
in which the loan recipient is seeking and unable
to find employment in the United States;

(6) a period of disability of the loan
recipient if the loan recipient is at least 50 per-
cent disabled as certified by competent medical
authority; or

(7) an internship or residency which is re-
quired as part of the program of study if the in-
ternship or residency does not exceed 24
months.

(b) A recipient who desires a deferment of
payments under this section must inform the
director of his request to be considered for a
deferment. Upon receipt of this notification, the
director will send the recipient a form by certi-
fied mail, return receipt requested, which must
be completed by the recipient describing the
conditions under which he requests the defer-
ment. A failure to return the form within 30
days of the date it is received without good
cause will result in the continuation of interest
accrual and required payments, if applicable.

(c) Repealed 12/7/80.

(d) A recipient who has received a payment
deferment must notify the director immediately
when the conditions under which the deferment
was granted no longer exist. When the director
receives this notification, he will redetermine the
recipient’s payment schedule and notify the
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recipient of the number and amount of the

payments required to retire the loan. (Eff.

23 77. Rec. 61: am 5 10'7S. Reg. 66: am
12/7/80. Reg. 76

vuthoritv: AS 14.43.105

AS 14.43.120

20 AAC 15.060. STAT FORGIVENESS
PAYMENTS, (a) Under AS 14.43.120fj). a
recipient of a loan is eligible to have up to 50
percent of the total loan and accrued interest
paid by the state if the borrower continues
Alaskan residency after the successful comple-
tion of the course of study for which thj loan
was granted, and ;s awarded an appropriate de-
gree. diploma, or certificate, and remains, except
for brief periods, in the state during the period
for which forgiveness is claimed.

(b) In order to qualify for forgiveness pay-
ments under AS 14.43.120(j). a borrower must,
within one year after either the last day of the
school year in which the borrower completed
full-time study, or an extension of that period
by deferment under AS 14.43.120(k). return to
Alaska to live.

(e) Forgiveness payments under this section
will be computed as follows:

(1) if the recipient satisfies the requirements
of (a) and (b) of this section for at least two, but
less than three, consecutive years, the recipient
will be eligible for a first forgiveness payment
in an amount equal to 10 percent of the total
loan, plus 10 percent of the interest accrued as
of the second anniversary of the date the
recipient first returned to Alaska;

(2) if the recipient satisfies the requirements
of (a) and (b) of this section for at least three,
but less than four, consecutive years, the recip-
ient will be eligible for a second forgiveness
payment in an amount equal to 10 percent of
the total loan, plus 10 percent of the interest
accrued as cf the third anniversary of the date
the recipient first returned to Alaska;

(3) if the recipient satisfies the requirements
of (a) and (b) of this section for at least four,
but less than five, consecutive years, the re-
cipient will be eligible for a third forgiveness
payment in an amount equal to 10 percent of
the total loan, plus 10 percent of thr interest

20-30.1
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accrued as of the fourth anniversary of the
date the recipient first returned to Alaska:

(41 if the recipient satisfies the requireme its
of (a) and (b) of this section for at least five, but
less than six. consecutive years, the recipient
will be eligible for a fourth forgiveness payment
in an amount equal to 10 percent of the total
loan, plus 10 percent of the interest accrued as
of the fifth anniversary of the date the recipient
first returned to Alaska;

(5) if the recipient satisfies the requirements

of (a) and (b) of this section for at ieast six con-
secutive years, the recipient will be eligible for a
fifth forgiveness in an amount equal to 10 per-
cent of the total loan plus 10 percent of the in-
terest accrued, as of the sixth anniversary of the
date the recipient first returned to Alaska.

(d) Subject to (g) of this section, that portion

of the forgiveness payment based on the total
loan will be credited against principal and that
portion of the forgiveness payment based on
accrued interest will be credited against interest.
In order to receive the forgiveness credit, the
recipient must be in repayment under AS
14.43.120(g) on the loan for which he or she
claims the forgiveness. Subject to the require-
ments of this section, any previous state forgive-
ness due will be credited against principal. The
forgiveness credit does not alter the amount of
monthly principal and interest payments due or
the terms and conditions of the repayment
schedule.

(e) In order to receive a state forgiveness pay-
ment. the recipient must notify the director of
his or her eligibility, and complete a form avail-
able from the director, certifying that the
recipient has satisfied the appropriate require-
ments.

(f) A recipient who ceases to be physically
present in Alaska during the period he or she is
eligible for a state forgiveness payment loses
eligibility for any further state forgiveness pay-
ment under this section.

(@) A recipient whose loan is completely re-
paid before becoming entitled to the maximum
forgiveness payment available to that recipient
may notify the director of his or her eligibility
for a state forgiveness payment in the manner
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provided in le) of this section each time he or
she qualifies for a rccomputation of the for-
giveness. Upon verification of the recipient's
eligibility, the director will issue a warrant pay-
able to the recipient in the amount to which lie
or she is entitled.

(h) A recipient who fails to meet the require-
ments of this section may request a waiver of
the requirements from the director. The request
for waiver must be filed on a form provided by
the commission for that purpose and must set
out good cause for the request as determined by
the director. The director may require documen-
tation. and may grant or deny the request. | Eff.
2/3/77. Reg. 61; am 12/7/S0, Ren. 76; am
7 9/82. Ret.. S3: am 12/13/84. Rea. 92; am
12/13/84. Reg. 92)

Authority: AS 14.43.105
AS 14.43.120

20 AAC 15.065. DEFAULT, (a) A recipient’s
loan will be considered in default if he fails to
make three consecutive monthly payments or
two consecutive quarterly payments, fails to
comply with the reporting requirements of 20
AAC 15.040(a). or is determined by the director
to have falsified any document required by this
chapter,

(b)  When a loan is found to be in default by
the director, the recipient will be notified of
that fact by certified mail, return receipt re-
quested. The recipient has 30 days from the
receipt of the notification to cure the default or
otherwise respond in writing to the director’s
finding. Failuie to cure the default or otherwise
respond to the default notification within this
time period will result in the director forwarding
the recipient’s file to the executive secretary for
appropriate action. (Eff. 2/3/77, Reg. 61)

Authority: AS 14.43.105
AS 14.43.120

20 AAC 15.070. APPEALS TO THE EX-
ECUTIVE SECRETARY, (a) A decision or
other determination of the director under this
chapter may be appealed in writing to the
executive secretary of the committee, Alaska
Commission on Postsecondary Education, Pouch
F, Juneau, 99811. The appeal must be post-
marked within 30 days of the date the decision
or determination being appealed was mailed,
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must clearly state the objections to that deci-
sion or determination, and must set out justifica-
tion for any alternative action sought.

(b) The executive secretary shall acknowledge
receipt of an appeal by certified mail, return
receipt requested, within 30 days. The executive
secretary shall render his decision, in writing, as
expeditiously as possible after receipt of the
appeal and send it to the' appellant by certified
mail, return receipt requested.

(c) At the appellant’s request, the executive
secretary shall afford the appellant or his desig-
nated representative the opportunity to present
his appeal in person. (Eff. 2/3/77, Reg. 61)

Authority: AS 14.43.105

20 AAC 15.075. APPEALS TO THE COM-
MITTEE. (a) A decision of the executive secre-
tary may be appealed to the chairman of the
committee. The appeal must be made within 30
days of the receipt of the executive secretary’s
decision, must clearly state the objections to
that decision, and must set out justification for
any alternative action sought.

(b) The chairman of the committee will place
an appeal on the agenda for the committee’s
next meeting and notify the appellant of the
time and location of the meeting and that he or
his designated representative may present his
appeal in person to the committee at that time.

(c) The committee’s decision on an appeal is
final. (Eff. 2/3/77, Reg. 61)
Authority: AS 14.43.105

20 AAC 15.080. COMPLAINT FILE, (a) A
written complaint regarding the administration
of the scholarship loan program must be
answered within 30 days of its receipt.

(b) The director shall maintain a separate
complaint file.

(c) At the committee’s first meeting of the
calendar year the director shall provide the
committee with a synopsis of all written com-
plaints received during the prior 12 months
and a description of the action taken on each
complaint. (Eff. 2/3/77, Reg. 61)

Authority: AS 14.43.105
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20 AAC 15.081. LOAN AUDIT AND IN-
STITUTIONAL SANCTIONS, (a) No loan may
be made to a person to attend an institution
which has failed to consent to periodic audits by
the director for purposes of determining verifi-
cation of student loan eligibility, management of
student loan documents, and compliance with
state student loan laws. The consent must be on
forms provided by the commission.

(b) At the conclusion of the audit, the director
shall set out an error rate based upon the num-
ber of institution loan files divided into the
number of files failing to comply with eligibility
requirements, necessary documentation, or
other requirement of state student loan law.

(c) An institution enrolling less than 50
student loan recipients which receives an audit
error rate of 10 percent or greater, or an institu-
tion enrolling 50 or more student loan recipients
which receives an audit error rate of five percent
or greater, must be placed on probation. The
director shall specify the period of probation,
not to exceed 24 months. The institution placed
on probation may be audited again during the
probationary period.

(d) An institution audited after being placed
on probation will receive a new error rate and
general audit report. If the error rate has been
reduced to iess than the level prescribed in (c)
of this section, the probationary status will be
removed.

(e) An institution audited after being placed
on probation and receiving a second error rate
in excess of that prescribed in (c) of this section
must be designated “ineligible.”

(f) An ineligible institution may not receive
or distribute student loans under this program.
The period of ineligibility will extend for not
less than one year nor more than three years,
as determined by the committee.

(g) After the period of ineligibility has ex-
pired, the institution will be placed on proba-
tion for a 24-month period, with audits to be
performed at the end of 12 and 24 monttu>.

(h) An institution declared ineligible under (e)
of this section may request a hearing before the
committee.

(corrected)
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(i) Upon receipt of the request for hearing, the

chairman of the committee shall schedule a hear-
ing and shall notify the institution of the time
and place of the hearing and of its opportunity
to present facts and argument on its alleged non-
compliance. (Eff. 11/19/83, Reg. 88)

Authority: AS 14.43.105

20 AAC 15.085. DEFINITIONS. In this
chapter and AS 14.43.090 - 14.43.140, unless
the context requires otherwise

(1) repealed 11/19/83;

(2) “career education degree program” means
a full-time course of study in a recognized occu-
pation leading to a degree, diploma or com-
parable certificate of completion;

(3) “commission” means the Alaska Commis-
sion on Postsecondary Education;

(4) “committee” means the student financial
aid committee of the commission;

(5) “director” means the director of student
financial aid;

(6) repealed 7/9/82;
(7) repelaed 7/9/82;

(8) “full-time course of study” means a
course of study, at least six weeks in duration,
which

(A) consists of the completion of a mini-
mum of 24 semester or 36 quarter hours
within one school year by an undergraduate
student or, if enrollment commences after
the first term, the completion of that portion
of the hourly requirements which equals the
remaining portion of the school year;

(B) consists of the completion of a mini-
mum of 18 semester or 27 quarter hours with-
in one school year by a graduate student or,
if enrollment commences after the first term,
the completion of that portion of the hourly
requirements which equals the remaining
portion of the school year: or

(C) for a career education program.

20-30.4
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(i) consists of the completion of a mini-
mum of 1.080 clock hours, as a clock
hour is defined in (9)(C) of this section,
withm one school year:

(i) consists of the completion of that
portion of the hourly requirements of t'i)
of this subparagraph which equals the
remaining portion of the school year if
enrollment commences after the first
term of the school year; or

(iii) consists of the completion of that
portion of the hourly requirements of (i)
of this subparagraph which equals the por-
tion of the school year represented by the
length of the career education program if
the career education program does not
last for the entire school year.

(9) “full-time student” means

(A) an undergraduate student, in good

standing, who is enrolled in any combination
of courses, work exepriences, research, or
special studies which the school requires
to consider the student as engaged in full-
time study and which amount to the
equivalent of 12 undergraduate semester, or
quarter hours per academic term; or

(B. a graduate student, in good standing,
who is enrolled in any combination of
courses, work experiences, research, or special
studies which the school requires to consider
the student as engaged in full-time study and
which amount to the equivalent of nine
graduate semester, or quarter hours per
academic term;or

(© a student enrolled in a career educa-
program for at least 30 clock hours per week,
a clock hour being a period of time which is
equivalent of:

(i) a 50 to 60 minute class, lecture, or
recitation;

(if) two hours of laboratory, jhop train-
ing, or internship requiring outside
preparation;
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(iii) two hours of outside preparation
related to the activities specified in ti)
and (ii) of this subparagraph; or

(iv) three hours of laboratory, shop
training, or internship not requiring out-
side preparation;

(10) “graduate degree program” means an
educational program for which a master’s
degree, doctorate, or other degree requiring
study beyond that necessary for a bachelor’s
degree is awarded;

(11) “hardship” means being unable to meet
the obligation to repay a scholarship loan over
the term or in the amount determined by the
director;

(12) “prospective graduate” means a high
school student who will graduate within six
months of the submission date of his application
for a scholarship loan;

(13) repealed 7/9/S2;

(14) “total loan" means the total amount of
all loans received by a recipient:

(15) “undergraduate degree program™ means

(A) an educational program for which a
bachelor's degree is awarded: or

(B) an educational program for which an
associate degree, or comparable certificate is
awarded, and which is acceptable, upon trans-
fer, for full credit towards a bachelor's degree;

(16) *“good cause shown” means duress,
major medical disability, death in the immediate
family, administrative error, or academic record
which is at least five years old;

(17) "approved school” or “school approved
by the commission” means an institution which
is not on probation under 20 AAC 15.081 and is

(A) an Alaska institution which has been
authorized to operate by the commission and
issued a certified authorization; or

(B) a non-Alaska institution which has
been approved by the United States Depart-
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ment of Education. Office of Financial Assist-
ance for receipt of federal student financial
aid; or

(C) a non-Alaska institution which is
accredited by a national accreditation associa-
tion. or the regional accreditation association
for the area in which the school is located: or

(D) a non-Alaska institution which is au-
thorized as a certified flieht school under 14
C.F.R. Part 141;

(1S) “maintain a loan" nic.ais to continue to
be eligible for loan disbursements:

(19) “present” or "physically present” means
physically located in Alaska, except for absences
of no longer than eight consecutive weeks or no
more than 16 total weeks, for the 24 months
immediately preceding loan application;

(20) "at least 50 percent disabled” means an
illness or injury becaus. of which the borrower
is unable either to attend school or to be gain-
fully employed:

(21) “successfully complete” means to com-
plete a course for which academic credit is
earned. (Eff. 2 3/77. Reg. 61: am 12/7/80. Reg.
76; am 7/9/82. Reg. S3; am 11/19/83. Rea. 88;
am 6/12/85. Reg. 94)

Authority: AS 14.43.105
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CHAPTER 16.
EDUCATIONAL INCENTIVE GRANT
PROGRAM

Section
10.  Applicant eligibility
20.  Applicant priority
30.  Application procedure
40. Disbursement of grant awards
50.  Appeals
100.  Definitions

20 AAC 16.010. APPLICANT ELIGIBILITY.
A student may apply for an educational incen-
tive grant if he or she

(1) is enrolled, or is eligible for admissio* . as
a full-time undergraduate in a degree program or
comparable certificate program at an accredited
postsecondary educational institution;

(2) if enrolled, is maintaining satisfactory
progress in a course of study, according to the
standards and practices of the institution in
which he or she is enrolled;

(3) does not owe a refund on a grant pre-
viously received under the Basic Educational
Opportunity Grant. Supplemental Educational
Opportunity Grant, or the state educational
incentive grant program for attendance at the
institution in which he or she is (or intends to
be) enrolled;

(4) is not in default on a loan made, insured,
or guaranteed under the National Direct Student
Loan Act or Guaranteed Student Loan Program
for attendance at the institution in which he or
she is (or intends to be) enrolled; and

(5) establishes substantial financial need.
(Eff. 6/13/80. Reg. 74)

Authority: AS 14.43.405
AS 14.43.410
AS 14.43.415

20 AAC 16.020. APPLICANT PRIORITY.
(@) To the extent not inconsistent with appli-
cable federal regulations, in selecting from
among the eligible applicants those who will be
awarded grants, priority will be given to those
who
considered

(1) are low-income applicants;
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;2) are not in default on an Alaska scholar-
ship loan awarded under the provisions of
AS 14.43.090 14.43.160 and 20 AAC 15:
and

(3) apply by the priority deadline.

(b) Distribution of funds among applicants
who meet all criteria under (a) of this section
will be made in order of greatest demonstrated
financial need.

(c) Funds remaining after awards under (a)
of this section have been made will be distri-
buted to applicants who are not in default on an
Alaska state scholarship loan and who applied
by the priority deadline, based upon the degree
of financial need.

(d) Distribution of funds remaining after
awards under (c) of this section have been made
will be made in the order of receipt of applica-
tions. (Eff. 6/13/S0. Reg. 74)

Authority: AS 14.43.405
AS 14.43.415

20 AAC 16.030. APPLICATION PROCE-
DURE. (a) An Alaska resident attending, or
plann’ng to attend, an undergraduate program at
either an in-state or out-of-state postsecondary’
institution, who wishes to apply for a state
educational incentive grant shall

(1) obtain an SEIG Student Application
Form and a current Financial Aid Form (FAF);

(2) complete and submit the FAF including
the Basic Educational Opportunity Grant Pro-
gram section;

(3) indicate on the FAF that the FAF needs
analysis report should be sent to the commission
(CSS code #0276);

(4) complete the SEIG Student Application
Form and forward it to the financial aid office
of the institution to be attended for budget
verification;

(5) mail the completed SEIG Student Appli-
cation Form to the institution to be attended in
time to allow institutional verification and for-
warding to the commission by May 31 for prior-
ity processing; and
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(6) submit the forms mentioned in this sub-

section each academic year for which a grant is
requested.

(b) The commission

(1) will receive and evaluate the SEIG stu-
dent application forms and FAF needs-analysis
reports, verify student eligibility, and establish
applicant priority;

(2) will determine and approve grant awards
which meet all required criteria; and

(3) will issue grant-award warrants and send
them to the student in care of the appropriate
institutional office of financial aid. (Eff.
6/13/80, Reg. 74)

Authority: AS 14.43.405

20 AAC 16.040. DISBURSEMENT OF
GRANT AWARDS, (a) The grant will be dis-
bursed in equal installments, not to exceed
$750, with each installment issued for the
school term the recipient will attend. Money will
be disbursed upona regular academic year
schedule and will not include a summer session
disbursement.

(b) A warrant for the appropriate amount
of the grant disbursement and a record of dis-
bursement and receipt form will be mailed to
the recipient in care of the financial aid officer
of the institution which the recipient is attend-

ing.

(c) The financial aid officer must certify on
the record of disbursement and receipt form
that the recipient is a full-time student in good
standing at the institution before delivering the
warrant to the recipient.

(d) The recipient must certify receipt of the
warrant on the record of disbursement and
receipt form at the time it is delivered to the
recipient.

(e) The recipient is responsible for the return
of the record of disbursement and receipt form
to the commission. Failure to return a com-
pleted form will result in no further warrants
being issued to the recipient. (Eff. 6/13/80. Reg.
74; am 12/13/84. Reg. 92)

Authority: AS 14.43.405
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20 AAC 16.050. APPEALS, lat A decision or
other determination of the commission under
this chapter may be appealed in writing to
the executive secretary of the student financial
aid committee, Alaska Commission on Post-
secondary Education, Pouch F, Juneau. Alaska
99811. The appeal must be postmarked within
30 days after the date the decision or deter-
mination being appealed was mailed, must
clearly state the objections to that decision or
determination, and must set out justification for
any alternate action sought.

Ib) The executive secretary will acknowledge
receipt of an appeal by certified mail, return
receipt requested, within 30 days. The executive
secretary will render his or her decision, in
writing, as expeditious!’. as possible after receipt
of the appeal and send it to the appellant by
certified mail, return receipt requested.

(c) At the appellant’s request, the executive
secretary will afford the appellant or designated
representative the opportunity to present liis
or her appeal in person to the executive secre-
tary.

(d) A decision of the executive secretary may
be appealed to the student financial aid com-
mittee. The appeal must be made within 30 days
after the receipt of the executive secretary’s
decision, must clearly state the objections to
thaL decision, and must set out justification for
any alternative action sought.

(e) The chairman of the committee will place
an appeal on the agenda for the committee’s
next regular meeting and notify the appellant of
the time and location of the meeting and his or
her right to present his or her appeal in person,
through a representative, or in writing to the
committee at that time.

(0 The committee’s decision on an appeal
is final. (Eff. 6/13/80. Reg. 74)
Authority: AS 14.43.405

20 AAC 16.100. DEFINITIONS. As used in AS
14.43.400 - 14.43.500 and this chapter, unless
the context requires otherwise
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(1) *accredited institution” means an institu-
tion accredited by a regional accrediting associa-
tion for the region in which the institution is
located, and approved by the commission:

(2) “Basic Educational Opportunity Grant
Frogram™" or “BEOG" means the federal Basic
Educational Opportunity Grant Program pro-
vided for in Subpart 1, Part A of Title IV of the
Higher Education Act of 1965. P. L. 89-329;

(3) “commission” means the Alaska Com-
mission on Postsecondary Education;

(4) “executive secretary” means the execu-
tive director of the commission;

(5) “expected family contribution” means
the sum of amounts which reasonably may be
expected from the student and the student’s
spouse to meet the student's cost of education
and, when relevant, the amount wliich reason-
ably may be expected to be made available to
the student by the student’s parents for this pur-
pose as determined by the College Scholarship
Service needs-analysis system;

(6) “Guaranteed Student Loan Program”
means the Guaranteed Student Loan Program
provided for in Part B of Title IV of the Higher
Education Act of 1965, P. L. 89-329;

(7) “low income” means a demonstrated
financial need of S1500 or greater;

(8) “National Direct Student Loan Act”
means the National Direct Student Loan Act
provided for in Part E of Title IV of the Higher
Education Act of 1965, P. L. 89-329;

(9) “substantial financial need” means

(A) the student’s expected family con-
tribution to the educational costs of the stu-
dent is S2,800 a year or less: or

(B) the student’s, or when relevant, the
student’s parent’s net income is S20.000 a
year or less; or

(C) the difference between the student’s
cost of education is at least S90 greater than
the student's expected family contribution;

MISCELLANEOUS BOARDS. COMMISSIONS
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(10) “Supplemental Education Opportunity
Grant Program” means the Supplemental Educa-
tion Opportunity Grant Program provided fo- in
Subpart 2, Part A of Title IV of the Higher
Education Act of 1965. P. L. 89-329: aid

(11) “undergraduate” means a student pur-
suing a course of study for which the degree or
certificate will be the first such degree or certifi-
cate for the student, and

(A) a bachelor’s degree is awarded; or
(B) an associate degree or comparable

certificate is awarded. (Eff. 6/13/80. Reg. 74)
Authority: AS 14.43.405
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INTRODUCTION

The Alaska”Student Loan Program is one of the most successful programs
offered by the State of Alaska. Its purpose is to provide low-interest
loans to Alaskans wishing to pursue education and training at a
postsecondary level. The program has grown from serving just over 1,000
Alaskans in 1971-72, to the current 1985-86 level of serving over 16,000
Alaskans. The true impact of this program is considerable, that is, the
financial assistance, not only to the individual, but to the individual's
family; the expanded educational opportunities afforded the citizens of
the state; the societal benefits of having a more highly trained and
educated citizenry; and the benefits to the state and the local
communities of having educational institutions and resources available to
meet current and future demands. AIll of these are related, either
directly or indirectly, to the availability of student loans. Alaska has
chosen to invest in the education of its people. Through these loans,
which are in large part repayable to the state, Alaska has committed
itself to providing opportunities and access to all those residents
seeking postsecondary education. The value of this commitment is
undeniable, but the program has now expanded to the point of placing a
significant annual demand upon the state treasury and creating the need
for greatly increased state staff'ng.

In the academic loan years of 1983-84, 1984-85, and again this year,
1985-86, loan demand has outstripped available funds, and thousands of
applicants have been turned away. The state is rapidly approaching the
time when some difficult decisions must be made concerning the future of
the student loan program. For the first time, borrowers in 1986-87 must
contribute at least $500 from a non-state-loan source toward their
eligible loan expenses. This alone will not solve the demand/
availability problem, but it is an indication of the types of changes and
alternatives which must be explored if the program is to be preserved for
future Alaskan students.



LEGISLATIVE HISTORY

The current -student loan program was created by the 1971 Alaska State
Legislature, however, it was based upon a program which originated in
1968. The 1968 Alaska State Legislature established a program of
Scholarship Loans (Senate Bill 378). These loans were for undergraduate
students studying in Alaska at an accredited institution. The student
could borrow up to $500 per year for up to four years. The loans were
non-interest-bearing and could be used only to meet the costs of books,,
tuition, and required fees (excluding room and board). If the student
lived in Alaska after ceasing study, the loans were forgiven at a rate of
$500 of loan indebtedness for each six months spent in Alaska.

This program was amended by the 1970 Alaska State Legislature after a
good deal of debate (based upon the bill number for the adopted
legislation - FCCS SCS CSHB599). Loans now were for up to $750; could be
used at any accredited college or university, could be used for books,
tuition, room and board, and required fees; and were eligible for
forgiveness at a rate of $750 of loan indebtedness for each full year
spent in Alaska. The loans were still restricted to undergraduate
students and were still non-interest-bearing.

In 1971, the Alaska State Legislature once again looked at student loans
and passed CSHB415 (Finance) am S. This bill created the true framework
for the present student loan program. Under the 1971 program, stu ent
loans could be obtained for undergraduate study, graduate study, and
career education programs. Undergraduate students and career education
students could borrow up to $2,500 per year and graduate students could
borrow up to $5,000 per year. Students could borrow for up to six years
of study. Loans were to bear interest at a rate of 5 percent and could
be used for books, tuition, room and board, and required fees.
Forgiveness was limited to 40 percent of the total borrowed (plus
interest), and was accrued in 10 percent increments for each year of
employment in Alaska after the grace year.

The loan program experienced minor amendments on a number of occasions,
but remained relatively unchanged until the 1976 Alaska State Legislative
Session. During that session, FCCSS870 passed. Under this bill, the
undergraduate and career education borrowing maximum was raised to $3,000

per year, but the $5,000 per year maximum for graduate students was
maintained.

Subsequently legislatures continued to make relatively minor adjustments
to the program, and then in 1981, the last major change occurred. The
1981 Legislature passed FCCSSB120, whicn raised the borrowing maximums to
116,000 per year for undergraduate and career education students and to
$7,000 per year for graduate students. The bill also raised the amount
of loan forgiveness up to 50 percent of the total borrowed (including
interest), and provided that this forgiveness be accrued in 10 percent
increments for each year of residence in Alaska after the grace year.
Loans under this program could be obtained for up to five years for
either undergraduate or graduate study or up to eight years of combined
study. This is the program currently being administered by tne state.

L0 -



PROGRAM DESCRIPTION

PURPOSES

1. To provide Alaskans with access to postsecondary educational
resources through low-interest loans to students.

2. To encourage an educated citizenry through initial access to
education and training and through inducements to utilize that
education and training in Alaska.

1. Undergraduates and vocational students may borrow up to $6,000
per year of full-time study.

2. Graduate students nay borrow up to $7,000 per year of full-time
study.

3. Students nay borrow for up to 5 years of undergraduate study,
or up to 5 years of graduate study, but for not more than 8
years combined.

4, A student must be a two-year Alaska resident to borrow and must

maintain full-time study in good standing to continue borrowing

Alaska student loans.

Loans may be used for attendance at any approved institution.

Proceeds from loans may only be used for the costs of tuition

and fees, room and board, and Dooks and supplies.

7. Loan repayment begins one year after the student ceases to be a
full-time student (except for approved periods of deferment).

o O1

8. Repayment is over a 10-year period with provision for extending
to 15 years if necessary.
9. Interest charged on the loans is 5%.

10. No loan will exceed the cost of tuition and fees, room and
board, and bocks and supplies less $500, or the loan maximums,
whichever is lower.

FORGIVENESS

If, upon completion of the program of study for which the loan was
granted, the borrower resides in Alaska, a portion of the loan, plus
interest, shall be forgiven by the State. That portion, for up to a
total of 50%, shall accrue as follows:

2-3 years residence in the state, 10%

3-4 years residence in the state, an additional 10%
4-5 years residence in the state, an additional 10%
5-6 years residence in the state, an additional 10%
Over 6 years residence in the state, a final 10%.

gD =

This residence must be continuous and must begin within one year of
completion of program.



REPAYMENT SCHEDULE

IF YOR
STUDENT

LOANS TOTAL:

$1,000.00
2,000.00
3,000.00
4,000.00
5,000.00
6,000 .00
7,000 .00
8,000 .00
9,000 .00
10,000 .00
15,000.00
20,000 .00
25,000.00
30,000.00
35,000 .00
40,000.00
45,000 .00
50,000.00

YOLR MONTHLY PAYNENT
FOR 120 MONTHS (10 YRS.)

WOULD BE:

$ 10.61
21.21
31.83
42.43
53.06
63.64
74.25
84.95
95.46

106.07
159 .10
212.13
265.16
318.20
371.23
424.26
477.29
530.33

% Interest

&

TOTAL TO BE REPAID:

273.20

545.20

818.40
1,091.60
1,363.60
1,636.80
1,910.00
2,182.00
2,455.20
2,728.40
4,092.00
5,455 .60
6,819.20
8,184.00
9,547 .60
10,911.20
12,274.80
13,639.60

Principal

$1,000.00
2,000.00
3,000.00
4,000 .00
5,000.00
6,000 .00
7,000.00
8,000.00
9,000 .00
10,000 .00
15,000.00
20,000 .00
25,000.00
30,000 .00
35,000 .00
40,000.00
45,000 .00
50,000 .00

Total

$ 1,273.20
2,545.20
3,818.40
5,091.60
6,363.60
7,536.80
8,910.00
10,182.00
11,455.20
12,728.40
19,092.00

25,455.60
31,819.20
38,184.00
44,547.60
50,911.20
57,274.80
63,639.60



TABLE 1
STUDENT FINANCIAL AID ADMINISTRATION
STATE STUDENT LOAN ACTIVITY
Projected to 1990-91

Loan % Loan % Average Loan General Loan Repayment* Defaultl
Year Awards Chanae Vol ume Change Loan Collections Fund Forgiveness Accounts Rate
1971-72 1,081 $ 1,603,158 $1,483 $ -0- $ 1,500,000 $ -0- $ -0- N.A.
1972-73 1,748 61.8 2,870,384 79.0 1,642 -0- 2,952,900 -0- -0- N.A.
1973-74 1,665 (5.0) 2,986,176 4.0 1,793 -0- 2,952,900 -0- -0- N.A.
1974-75 1,457 (12.5) 2,659,807 (10.9) 1,826 235,476 3,105,600 703 1,626 80.0
1975-76 1,719 18.0 3,382,997 27.2 1,968 465,530 3,791,500 44,233 2,153 44.6
1976-77 1,921 11.8 3,850,507 13.8 2,004 1,141,461 3,550,900 64,746 2,775 24.9
1977-78 2,265 17.9 4,604,167 19.6 2,033 1,191,851 2,006,100 314,306 3,470 22.3
1978-79 2,795 23.4 6,416,402 39.4 2,296 .. 31,643 3,600,000 445,985 4,289 19.3
1979-80 3,918 40.2 9,373,949 46.1 2,393 1,603,436 8,130,000 409,501 5,301 145
1980-81 6,460 64.9 15,957,717 10.2 2,475 2,225,388 12,821,217 555,494 7,196 11.2
1981-82 0,898 70.3 40,559,499 154.2 4,098 2,779,900 37,701,000 785,769 10,683 9.2
1982-83 13,058 31.9 55,007,395 35.6 4,213 4,609,051 52,000,000 (846,028) 15,669 9.1
1983-84 14,78* 13.2 62,912,316 14.4 4,255 6,410,124 60,000,000 1,171,239 21,171 135
1984-85 17,173 16.2 75,075,883 19.3 4,372 9,572,795 60,000,000 1,664,612 27,886 124
1985-86* 16,130* (6.1) | Usfo,f675,498* 1.5 5,002* 6,867,737* 63,600,000 1,190,263* 36,341* 14.3*

_ U]

Projections i 00
1986-87 18,431 N.A 81,557,175 N.A 4,425 15,985,103 63,572,072 2,839,506 46,280
1987-88 18,950 2.8 86,222,500 5.7 4,550 19,352,145 64,870,355 3,421,624 55,123
1988-89 19,325 15 90,441,000 5.0 4,680 22,762,094 65,678,906 4,011,160 63,380
1989-90 21,493 117 103,381,330 143 4,810 26,189,108 75,192,222 4,603,646 12,557
1990-91 23,373 8.7 115,696,350 11.9 4,950 30,104,760 83,591,590 5,280,612 82,765

*Repayment account totals and default rate are for June 30 of each year. All 1985-86 data are as of January 24, 1986.

1-24-86



1985-36 ALASKA STUDENT LOANS

PROGRAM STATUS (January 24, 1986)

Student Level Number
Freshman 4,325
Sophomore 3,009
Junior 2,275
Senior 2,252
Vocational 3,019
Undergraduate 14,880
Graduate 1,250
TOTAL 16,130
AVAILABLE FUNDS
FY86 Appropriation
FY85 Carry-forward
Federal Receipts (GSL)
Estimated Receipts
Vocational Set-Aside
Collegia te

Amount

$20,819,066
14,629,396
11,282,137
10,818,533
15,696,602
$73,245,734

7,429,764

$80,675,498

$63,600,000
3,352,877
225,000
$67,177,877
11,879,790
$79,057,667
M5 ,811,533

;63,246,134

Sub-total

Total

IN-STATE/OUT-OF-STATE ATTENDANCE BY LEVEL (January 24, 198")

Student Level

Freshman

Sophomore

Junior

Senior

Vocational

Undergraduate

Graduate

TOTAL

PERCENT IN-STATE
Year
1978-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86

Alaska %
2,250 52.0
1,459 48.5
1,027 45.1
1,000 44.4
2,285 75.7
8,021 53.9
252 20.2
8,273 51.3
PREVIOUS YEARS
Undergraduate
35.1
36.1
45.3
47.3
53.1
53.3
56.7
(1-24-86) 53.9

Out-of-State

2,075
1,550
1,248
1,252

734
6,859

998
7,857

Graduate

12.0
12.3
17.9
23.8
23.4
21.9
21.7
20.2

Average Loan

$4,814
4,862
4,959
4,804
5,199
$4,922
5,944
$5,022

%

48.0
51.5
54.9
55.6
24.3
46.1
79.8
48.7

All Loans
32.3
33.3
42.3
45.0
50.4
50.5
54.0
51.3



ATTENDANCE PATTERNS

Foe a number of years there has been a pattern of increased attendance in
Alaska. However, the out-of-state attendance has been surprisingly
consistent. As can be seen in Figures 1 and 2, and Tables 2 and 3, there
is a very heavy dominance of attendance in the West. After Alaska, the

top five states of preference have consistently been Washington, Oregon,
California, Arizona, and Colorado.



[7TTTL Over 200 students

1S5S 100-199 students
51-99 students
21-50 students

r — I 0-20 students

FIGURE 1
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING
STATE LOANS FOR UNDERGRADUATE EDUCATION IN 1984-85



EzzzZ3 Over 100 students

| I 19-100 students
1-18 students

I j No students

FIGURE 2
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING
STATE LOANS FOR GRADUATE EDUCATION IN 1984-85



TABLE 2

DISTRIBUTION OF ALASKA STATE LOANS

FOR STUDENTS ATTENDING IN ALASKA

(1985-86 Loans as of November 15, 1985)

Institution

No.

University of Alaska, Fairbanks
University of Alaska, Anchorage
Anchorage Community College
University of Alaska, Juneau
Kenai Peninsula Community College
Alaska Pacific University

Alaska Masonry School

Alaska Computer Institute of Technology
Bookkeeping Concepts

Alaska Technical Institute
Matanuska-Susitna Community College
Alaska Vocational-Technical Center
Tanana Valley Community College
The Travel Academy

Sheldon Jackson College

Alaska Business College

Alaska Vocational School

Testing Institute of Alaska
Clerical Skills Training
Ketchikan Community College

New Anchorage Beauty School
Alaska Travel Institute

Air Cushion Guides, Inc.

North Pacific Business institute
Trend Setters School of Beauty
Charter College

Aviation Network

Prince William Sound Community College
Hutchison Career Center

Wilburs Flight Operation

Academy of Hair Design

Aviation North

Aero Tech Flight School

Elmendorf Aero Club

Kuskokwim Community College

Victorian Academy of Cosmetology and Barbering

Islands Community College

Kodiak Community College

Kotzebue Technical Center

People Count, Inc.

Fort Wainwright Flying Club

New Concepts Beauty School

High Tech Helicopters

Anchorage Alaska School of Barbering

-10 -

1,884
1,504
1,206
303
271
234
233
201
160
155
153
125
120
104
96
92
80
73
65
54
47
43
41
39
38
36
36
35
35
32
32
31
28
28
28
26
26
25
24
23
21
21
21
20

1985-86
Amount

$ 8,158,300
7,193,575
5,889,910
1,508,525
1,365,525
1,220,575
1,274,500
1,113,895

836 ,375
811,310
783,400
395,490
636,250
493,650
482,900
527,700
372,200
413,650
342,000
269,750
258,250

177,500
225,225

220,300
220,490
201,200
170,700
183,900
152,250
174,400
167,500
169,890
160,700
151,750
119,850
174,400
124,550
123,650
111,600
107,000
116,800
114,950
112,265
115,675



TABLE 2
(Continued)

Institution

Delta Greely Rural Educational Center

World Security Police Academy

Alaska Air Academv

Alaska Flying N o k

St. Herman's Theological Seminary

Alaska School of Professional Floral Design

Scruples 11, Action School of Broadcasting

American Pacific Aviation

Headquarters Barber & Beauty Academy

Fort Richardson Flying Club

Mat-Su Bush Flying

Vernair

Larry's Flying Service

Peninsula Hair Styling Academy

A.l.R. Center

Peninsula Institute of Welding Technology

Chapman College

Alaska Bible College

Fairbanks Beauty School

Action Helicopter

University of LaVerne

Amicus Curiae School of Court Reporting

Chukchi Community College

Northwest Community College

University of Alaska, Rural Education

Satellite Technicians Applied Research and
Development

Arctic Bible Institute

TOTAL

e
S]
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8,111

1985-86
Amount

&
71,650
102,000
97,000
71,150
36,750
70,350
75,000
74,650
72,000
62,075
66,250
63,000
43,800
53,700
46,950
29,550
26,200
27,600
27,000
25,500
12,000
8,500

7,950
7,200

6,000
3,050

$39,185,400



TABLE 3

INSTITUTIONS AT WHICH AT LEAST FIFTY ALASKA
STUDENT LOAN BORROAERS ATTENDED

(1985-86 Loans as of November 15, 1985)

Institution

“University of Alaska, Fairbanks
“University of Alaska, Anchorage

* Anchorage Community College
“*University of Alaska, Juneau
‘*Kenai Peninsula Community College
University of Washington (WA
*Alaska Pacific University

* Alaska Masonry School

University of Oregon (OR)

Oregon State University (OR)

* Alaska Computer Institute of Technology
Arizona State University (A2
Northern Arizona University (AZ)
Washington State University (WA
‘Bookkeeping Concepts

Western Washington University (WA
“Alaska Technical Institute
‘Matanuska-Susitna Community College
Brigham Young University (UT)
‘Alaska Vocational-Technical Center
‘Tanana Valley Community College
University of Puget Sound (WA
‘The Travel Academy

Central Washington University (WA
DeVry Institute of Technology (AZ)
University of Arizona (A2
*Sheldon Jackson College

*Alaska Business College

Willamette University (OR)
University of lIdaho (ID)

Southern Oregon State College (OR)
‘Alaska Vocational School

Montana State University (M)
Gonzaga University (WA

‘Testing Institute of Alaska
University of Montana (M)

Seattle University (WA

“Alaskan Schools

No.

1,884
1,504
1,206
303
271
270
234
233
221
215
201
171
171
160
160
159
155
153
143
125
120
113
104
102
101
98
96
92
91
82
81
80
79
77
73
71
68

1985-86

Amount

5,889 !
1,508,!
1,365 !
1,553,
14220y
1,274 !
1,187,
1,157,(
1,113 6



fja alll

TABLE 3
(Continued)
/ 1985-86

Institution No. Amount
Denver Automotive & Diesel College (CO) 67 386,800
¢Clerical Skills Training 65 342,000
University of Colorado, Boulder (CO) 63 346,450
Eastern Washington University (WH 61 335,550
University of Hawaii, Manoa (HI) 59 293,500
Lewis and Clark College (OR) 59 215,000
Stanford University (CA) 58 345,550
Pacific Lutheran University (WQ 57 312,000
Seattle Pacific University (WA 54 310,250
Colorado State University (CO) 54 308,950
+Ketchikan Community College 54 269,750
West Coast Training Services (OR) 52 216,300

+Alaskan School

-13-



ALTERNATIVES FOR AMENDING THE ALASKA STUDENT LOAN PROGRAM

The Alaska Commission on Postsecondary Education, faced with denying
loans to thousands of Alaskans, has explored a great number of changes in
the loan program. During the past year, seventeen such alternatives have
been examined. Two have now been adopted, three others have been
targeted for further consideration, and the others have been discarded as
being undesirable or unworkable. A short summary of those seventeen
alternatives is presented here.

Alternatives adopted.

1. Require each borrower to contribute at least $500 from a
non-state-loan source toward eligible loan items. The Alaska Student
Loan Program does not require a needs test or needs analysis in order to
qualify for a loan, but a borrower must list eligible costs and indicate
what resources are available to meet those costs. The loan amount will
not exceed the difference between those two totals. The funding sources
listed on the current application include:

SEIG, Pell Grant

Parents

Student Savings

Other Scholarships and Grants
WICHE

VA Benefits

Other

It is currently estimated that between 70-75 percent of all 1985-86
applicants list no resources available to meet the costs of tuition/fees,
room/board, and books/supplies. Using this estimate, the $500
requirement would result in a reduced program cost of around $4.0 tc $4.3
million in 1985-86, or, could have the effect of funding an additional
1,500 students.

Commission Action. This requirement has now been adopted through
regulation, 20 AAC 15.030(c), for all loans beginning with the 1986-87
borrowing year. The one problem with this alternative is that it almost
solely effects University of Alaska students and vocational students.

2. Restrict loans to U.S. citizens or permanent alien residents.
In order to be eligible to apply for an Alaska Student Loan, an
individual must be a two-year Alaska resident, or be a dependent of a
two-year Alaska resident. It is possible for a non-U.S. citizen to move
to Alaska, wait two years, and qualify for a loan. In fact, the loan may
even be obtained to study out-of-state or out-of-country.

The reduced program cost would be quite small, probably less than $75,000
to $100,000 per year.



Juuiibputi L

Commisson Action. Upon further investigation, the Department of Law
determined that the residency requirement of AS 14.43.125 actually
involves two tests. One, the applicant must be an Alaska resident, and
two, the applicant must have been physically present in AlaL.;a for two
years. The first requirement of residency is further defined in

AS 01.10.55 which states that to be a resident (among other things) a
person must declare residency "with an inter; to remain a resident.” By
the terms of a student visa, an individual may not make such a
declaration. Therefore, we have ceased awarding loans to students
attending school on a student visa.

Alternatives for further consideration.

3. Reduce the maximum loan available. The 1981 Legislature
increased the undergraduate borrowing maximum from $3,000 per year to
$6,000 per year, and the graduate maximum from $5,000 to $7,000 per
year. The next year, the program experienced a 70 percent increase in
borrowers and a 288 percent increase in loan funds requested. A great
number of students who could not afford full-time schooling, now were
enabled to attend, and program participation has remained high (with
steady growth) since that time.

Reducing the borrowing maximum would directly affect the cost of the
program. However, its impact on individual borrowers is far less
certain. We do not know the balance between loan amount and denying
access to the needy student.

Approximate reductions in program costs resulting from reducing the loan
maximum are:

Amount of Reduction Reduced Cost
£ 250 ill.2 million
£ 500 £125 million
iii,000 $6.2 million

Translating this into spreading available funds to more students, the
reduced maximumj could mean 285, 595, or 1,476 additional borrowers for
the $250, $500, and $1,000 reductions, respectively.

Commission Action. The Commission considered this action in concert with
alternative one listed above. A regulatory change reducing the borrowing
maximum by $500 would, when combined with alternative one, treat all
borrowers equally.However, this alternative was not adopted. There
remains a good deal of question as to whether an agency should "undo"a
legislatively-enacted statute with an administrative regulation.

4. Establish a two-tier loan program. The state could continue to
emphasize loans as its principal means of providing student assistance,
but it could offer two programs. The first could be available to all
students in the same manner as the current program, except the borrowing



.laximum would be set at $4,000. The second program would be need-based
and available for up to $3,000 in additional loan funds if the borrower

could demonstrate (through a needs analysis mechanism) the need for the
assistance. <

It is felt tnat this approach, despite requiring additional stafc, would
result in reduced loan fund demand. A large majority of borrowers ».->uld
not bother with the supplemental loan, since so few would qualify and
since the needs analysis form is rather cumbersome. Estimated fund
reduced demand would be about $8.0 to $10.0 million.

Commission Action. The absence of a needs test is one of the most
popular aspects of the Alaska Student Loan Program. While remaining
strongly opposed to a required needs test for all borrowers, the
Commission feels this alternative may be a necessary compromise if demand
continues to exceed available funds. This alternative would require
statutory change.

5. Define institutional eligibility for student loan purposes as:
(1) being accredited by a national or regional accreditation association
recognized by the Council on Postsecondary Accreditation (COPA); or (2)
having been approved for authorization to operate by the Alaska
Commission on Postsecondary Education and having operated for two
consecutive years prior to becoming eligible. Current regulations
provide that a school is eligible to enroll students on Alaska Student
Loans if the school is accredited or approved by the Commission. The
two-year requirement is similar to that needed for federal VA benefit
approval, or for certain accreditation minimums (AICS and NATTS). The
largest impact of this change would be on vocational borrowers and
vocational schools. If there were no "grandfather clause,” a number of
private Alaska vocational schools would become ineligible. Only one
vocational school currently has COPA-recognized accreditation, and as
many as 30 currently-authorized vocational schools have been in operation
less than two years.

The resulting reduced program cost would be dependent upon whether or not

existing schools were "grandfathered" in. If the Commission imposed a
strict requirement of accreditation only, the reduced cost would be
around $13.0 million. If the Commission imposed accreditation and/or the

two-year rule, with no "grandfather clause,” the reduced cost would be
around $6.1 million, and if the "grandfather clause” were included, the
reduction would be negligible.

Commission Action. Much of the consideration of this alternative
centered on the issue of "grandfathering™ existing schools. Since
grandfathering resulted in such negligible savings, no further action was
taken.
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Alternatives opposed.

6. Raise the grade-point requirements for good standing. In order
to receive a student loan, a borrower must be attending school full time
and be in "good standing.” Good standing is defined by the Commission

(through regulations) as enrolling in and successfully completing the
minimum full-time student requirement each term while maintaining a
cumulative grade point average (GPA) of 2.0 for undergraduate and 3.0 for
graduate students. Additionally, no single term GPA may fall below 1.5
or 2.5 for undergraduate or graduate students, respectively.

Two actions are available. The Commission could raise the single term
minimums, or the Commission could raise the cumulative GPA minimums.
Raising the single term minimum, to 1.8 and 2.8 or 2.0 and 3.0, would
eliminate some borrowers since they would be declared ineligible. The
largest impact would be on first term freshmen having difficulty
adjusting to college.

Raising the cumulative GPA would have a profound effect across all
student levels. It is estimated that raising the single term GPA could
result in reduced program costs of $250,000, while raising the cumulative
GPA could result in reduced program costs of as much as $25.0 to $30.0
million.

Commission Action. The existing good-standing requirement meats the
intent of the statute and is not unduly prohibitive or discriminatory.
Raising the required grade point average would simply deny educational
opportunity to too many persons. The Commission opposes this alternative.

7. Award out-of-state loans only if the program is unavailable in
Alaska. This approacn has been debated in the Legislature in the past,

and the problems are many. Should the choice of students, who are
incurring a debt, be restricted in what could be viewed as an attempt to
increase in-state enrollments? |Is the state willing to fund the cost of
greatly increased enrollments? Who is to compare programs, i.e., is a
Music Degree at a state school the same as at Juliard, is engineering the
same at a state school as it is at M.I.T., and so on?

However, depending upon how "unavailable” was defined, the resulting
reduction in loan fund demand could be rather substantial. On the
average, a student borrowing to attend in-state qualifies for a lower
loan than one attending out-of-state. Added to this is the hypothesis
that at least some students would attend out-of-state even if the loan
program were unavailable. This savings would be offset somewhat by the
increased cost of providing the education in-state, so a sound fiscal
impact is difficult to predict.

Commission Action. The Commission is opposed to creating a financial
barrier to student choice. This alternative is opposed.
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8. Restrict loans to collegiate borrowers. The loan program was
originally established to assist collegiate students. Vocational
borrowers were included in 1971. If all students cannot be accommodated,
the college'community should be served first. Eliminating the vocational
borrowers would reduce the loan fund requirement by around $15 million.

Arguments against this alternative would be that quite often the students
irt this classification are those most needing assistance. These students
normally borrow much less than college students, since their programs are
much shorter in duration, and the heavy representation of these students
attend in Alaska also argues against such an alternative.

Commission Action. The Commission opposed this alternative and can find
no sound basis for its support.

9. Eliminate the graduate student borrowing differential. The
borrowing maximum for graduate borrowers could be reduced to the same
level as undergraduate borrowers. Graduate students tend to be older
more established students, and hence, may be better able to absorb a
portion of the cost of college attendance. Quite often the credit hour
cost is exactly the same for graduate and undergraduate students, and
graduate students enroll in fewer hours per term. The reduced loan
demand resulting from this alternative would be around $500,000 per year.

Commission Action. As with alternative 3, such an action by the
Commission could be viewed as circumventing the statutes adopted by the
legislature. Secondly, the savings may not warrant singling out this
group to impact. The Commission opposes this alternative.

10. Restrict loans to vocational borrowers and collegiate borrowers
above the freshman level. Freshmen borrowers are among the worst credit
risks, since quite often they do not complete their programs of study and
are less likely to feel compelled to repay the state for benefits
received. Eliminating freshmen borrowers would reduce the loan fund
demand by nearly $20 million.

Arguments against this alternative include that it works against
educational opportunities and access and in many ways penalizes those
individuals, who need assistance most.

Commission Action. The Commission views this alternative as undesirable
and opposes it.

11. Eliminate forgiveness, if a borrower resides in Alaska after
completion of the program study for which a loan was obtained, up to
50 percent of the loan may be forgiven. This forgiveness (partial
cancellation) is earned at a rate of 10 percent per year of residence
after entering repayment. This alternative would result in saving a
great deal of money eventually. The only impact on the funding level for
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the first few years would be the possible change in borrowing patterns.
It could be that persons would not borrow as much if they did not
anticipate only having to pay back half.

I
Commission Action. The Commission supports maintaining the forgiveness
provisions and opposes this alternative.

12. Raise the interest rate charged on loans. The current interest
rate on Alaska Student Loans is 5 percent. Federal Guaranteed Student
Loans (GSL) currently have an interest rate of 8 percent. An interest
rate of 5 percent, combined with the absence of a needs test, provides no
disincentive for borrowing as much as one can possibly borrow. A higher
interest rate produces more income in four or five years and could result
in some borrowers borrowing less.

Commission Action. The Commission, in adopting alternative one,
attempted to provide some immediate ease to the demand for additional
loan funds. Raising interest does not impact the program for years, and
while the Commission opposes raising interest at this time. |If interest
rates are changed on all subsidized loan programs, an adjustment may be
appropriate for student loans as well.

13. Restrict loans to study in the United States. Loans may
currently be used at any approved postsecondary educational institution.
In 1984-85, 76 students borrowed to study in eighteen foreign countries.
The loan program could be restricted for use in the United States.

The reduced program cost of this alternative is quite small, since it is
believed that a number of students would not study abroad without the
assistance of the loan program. The net result would be around $300,000 .

Commission Action. As with alternative nine, the Commission felt the

savings to be questionable justification for singling out this group of
borrowers. The alternative is opposed.

14. Require a needs test and award loans based upon demonstrated
need. If there is not enough money to fund all persons wishing to
borrow, then those who can demonstrate the most need should receive
support. The state could require all loan applicants to submit a needs
analysis form (similar to the CSS Financial Aid Form). The applicant
would obtain the form, complete it, and mail it and a processing fee to a
regional processing center (probably California). The center would
provide the results to the applicant and to the Commission.

Since the regional processing would produce a federally-defined need
level, it would be necessary for the Commission to use the raw data and
re-calculate need based upon an Alaskan definition. AIll persons meeting
the need criteria would be eligible for funding, and all others would be
denied.
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Critics of this approach cite philosophical differences of relying upon
parental income, home equity, etc., as factors in computing need. Others
refer to the increased requirement for staff at the state level and the
increased processing time.

A substantial amount of program costs could be reduced—even with the
increased administration costs—depending upon how restrictive the
definition of need is made.

Commission Action. The Commission opposes this alternative and any
general comprehensive needs requirement. Alternative four is believed to
be much more desirable.

15. Eliminate the interest subsidy during the grace year. Interest
could be charged during the 12-month grace period and added to the total
indebtedness when the student enters repayment. Over a number of years,
this would produce quite a bit of program income, but not much in the
short term.

Commission Action. The Commission opposes this alternative since it
simply places an added financial burden to the borrower at a time when
unemployment is quite likely.

16. Reduce the grace period to six or nine months. The grace period
is currently twelve months, and has been since the program began. By
reducing the grace period, borrowers enter repayment earlier and the cash
flow of the program is greatly altered. The net effect is zero, since
receipts in later months are forgone for receipts in earlier months.

The federal GSL program, after moving from a twelve-month grade period to
a six-month grace period, is now moving back up to a nine-month grace
period. The reason for this reversal in Congress was given as the
shortened grace period resulted in increased loan defaults, and with the
government guaranteeing the loans, the result wasa loss.

Commission Action. The Commission opposes this alternative and cannot
endorse repeating the mistake of the federal program.

17. Increase full-time definition to 15 credit hours for
undergraduate students. This would reduce demand greatly, since it would
eliminate a large number of borrowers. The students would be forced to
carry a heavier load and many would not meet good standing. It is
estimated that this change could reduce fund demand by around $6 million.

Commission Action. The Commission opposes this alternative since it

feels it could unduly impact first-time freshman borrowers, particularly
those from rural Alaska.
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION
ADOPTED STATEMENT ON THE
ALASKA STUDENT LOAN
PROGRAM

The State of Alaska can make no better commitment of resources than
investing in the education of its citizens. Direct support of Alaska's
public elementary, secondary, and postsecondary school systems is vital
to the state's continued growth and oevelopment. It is in the best
interest of the state to provide access to these educational resources
for the citizens of Alaska.

The best method of assuring access and opportunity is through the direct
provision of educational services, but this is not always practical or
possible, particularly at the postsecondary level. Therefore, the most
effective and efficient method of attaining these goals of access and
opportunity is through a system of low interest loans which allow the
students to choose the educational setting most appropriate for their
particular needs.

The Commission endorses and recommends the continuation and full-funding
of the Alaska State Student Loan Program. Amendments which restrict
access by denying loans to groups of Alaskans, either by design or by
defaulc, are vigorously opposed.
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TABLE 4
STUDENT FINANCIAL AID ADMINISTRATION

Personnel Summary
Projected to 1988-89

Accounts

Loan Awards  Awards/ In Repayment/  Repayment  Accounts/  Records — Accounting/ Total Staff
Year Awards Staff Staff Repayment* Staff Clerks Clerk Staff Support Full-Time  Seasonal
1971-72 1,081 2.0 540.5 0 0 0 N.A. 0 0 2.0 0
1972-73 1,748 3.0 582.7 0 0 0 N.A. 0 0 3.0 0
1973-74 1,665 3.0 555.0 0 0 0 N.A. 0 0 3.0 1.0
1974-75 1,457 3.0 485.7 1,626 2.0 1.0 1,626.0 0 0 5.0 1.0
1975-76 1,719 3.0 573.0 2,153 4.0 2.0 1,076.5 0 0 1.0 2.0
1976-77 1,921 3.0 640.3 2,175 4.0 2.0 1,387.5 0 0 7.0 2.0
1977-78 2,265 3.0 755.0 3,470 5.0 3.0 1,156.7 0 1.0 9.0 4.0
1978-79 2,795 4.0 698.8 4,289 1.0 4.0 1,072.3 0 3.0 14.0 4.0
1979-80 3,918 4.0 979.5 5,301 9.0 6.0 883.5 0 5.0 18.0 0
1980-81 6,460 6.0 1,076.7 7,196 9.0 6.0 1,199.3 0 5.0 20.0 4.0
1981 -82 9,898 1.0 1,414.0 10,683 10.0 6.0 1,780.5 1.0 6.0 24.0 5.0
1982-83 13,058 13.0 1,004.5 15,669 16.0 11.0 1,424 4 6.0 13.0 48.0 8.0
1983-84 14,785 13.0 1,137.3 21,771 14.0 11.0 1,979.2 6.0 13.0 46.0 8.0
1984-85 17,173 14.0 1,226.6 27,886 15.0 11.0 2,535.1 6.0 13.0 48.0 9.0
1985-86* 16,130* 15.0 1,075.3* 36,341* 15.0 11.0 3,303.7* 6.0 13.0 49.0 6.5
Projections
1986-87 18,431 15.0 1,228.7 46,280 15.0 11.0 4,207.3 6.0 13.G 49.0 6.5
1987-88 18,950 15.0 1,263.3 55,123 19.0 15.0 3,674.9 1.0 15.0 56.0 8.0
1988-89 19,325 15.0 1,288.3 63,380 22.0 18.0 3,521.1 8.0 16.0 61.0 9.0
1989-90 21,493 16.0 1,343.3 72,557 24.0 20.0 3,627.9 9.0 17.0 66.0 9.0
1990-91 23,313 17.0 1,374.9 82,765 21.0 23.0 3,598.5 10.0 17.0 71.0 10.0

*Repayment account totals are for June 30 of each year. All 1985-86 data are as of 1/24/86.

Note: At 242 work days (normal work year minus holidays and two weeks annual leave - no sick leave. 1n 1985-86,
each repayment clerk will be able to devote about 33 minutes per year per account.

1/24/86
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TABLE 5
STUDENT FINANCIAL AID ADMINISTRATION
COST OF ADMINISTRATION

T00 200 300 400 500 Full-Time Part-Time
Year Pers. Svcs. Travel Contractual Commodities Equipment Total Staff Staff
1971-72 N.A. N.A. N.A. N.A. N.A. N.A. 2.0 -0-
1972-13  § 459 $ 35 $ 23.0 $18 $ 24 $ 6.6 3.0 -0-
1973-74 58.1 3.9 23.8 2.3 3 88.4 3.0 1.0
1974-75 94.6 3.1 35.9 1.4 5.5 140.5 5.0 1n
1975-76 128.8 4.6 41.1 1.9 2.5 178.9 1.0 2.0
1976-77 165.9 6.7 71.6 4.7 T 249.6 7.0 2.0
1977-78 261.5 3.1 60.3 5.1 5.9 335.9 9.0 4.0
1978-79 349.4 6.8 135.1 2.0 2.7 496.0 14.0 4.0
1979-80 386.1 6.6 181.0 3.1 1.2 578.0 18.0 -0-
1980-81 521.5 41.7 312.5 11.3 117.9 1,010.9 20.0 4.0
1981-82 835.4 11.8 438.5 171 80.8 1,383.6 24.0 5.0
182-83 1,454.6 9.3 845.8 39.5 18.7 2,421.9 48.0 8.0
1983-84 1,511.3 28.3 414.4 48.9 58.4 2,061.3 46.0 8.0
1984-85 1,665.7 1.1 322.4 48.9 26.9 2,071.0 48.0 9.0
1985-86*  1,732.0 1.0 341.1 58.6 -0- 2,138.7 49.0 6.5
1986-87*  1,732.0 5.3 411.4 58.6 -0- 2,207.3 49.0 6.5

*1985-86 figures are adjusted base, and 1986-87 are Governor's budget.
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Cook
5/12/86.
Original sponsor: Ferguson
IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 13 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to student loans; creating the

Alaska Student Loan Corporation; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.42 is amended by adding new sections to read:
ARTICLE 2. ALASKA STUDENT LOAN CORPORATION.

Sec. 14.42.100. CREATION OF ALASKA STUDENT LOAN CORPORATION.
There 1s created the Alaska Student Loan Corporation. The corporation
IS a public corporation and government 1instrumentality within the
Department of Education but having a legal existence independent of
and separate from the state. The corporation may not be terminated as
long as 1t has bonds, notes or other obligations outstanding. Upon
termination of the corporation, 1its rights and property pass to the
state.

Sec. 14.42.110. PURPOSE OF CORPORATION. The purpose of the
corporation 1is to improve higher educational opportunities of resi—
dents of Alaska in accordance with the provisions of this chapter.

Sec. 14.42_. 120. CORPORATION GOVERNING BODY. (@) The corpor—
ation shall be governed by a board of directors appointed by the
governor consisting of four members of the Commission on Postsecondarv
Education, each of whom 1is selected for the commission under AS 14.-
42.015(a)(1) - (@, (4 - () or (8, and one member of the commission
selected under AS 14.42.015(a)(3). Members of the board serve without
compensation but a”p entitled to per diem and travel expenses

-1- HCS CSSB 13 (Fin)
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authorized by law for boards and commissions.

(b) The board shall electa chairman from among i1ts membership
at 1ts annual meeting each year. A majority of the members constitute
a quorum for organizing the board, conducting its business and
exercising the powers of the corporation.

Sec. 14.42.130. MEETINGS OF THE BOARD. (@) The board shall
meet at the call of its chairman and at other times as the board may
determine in accordance with its regulations.

(b) Public notice of a meeting of the board at which the
ance of corporation bonds is authorized shall be provided at least 24
hours before the meeting.

Sec.14.42.140. MINUTES OF MEETINGS. The board shall keep
minutes of each meeting and send a certified copy to the governor and
to the Legislative Budget and Audit Committee.

Sec. 14.42.150. ADMINISTRATION OF AFFAIRS. The board shall
manage the assets and business of the corporation and may adopt, amend
and repeal bylaws and regulations, 1iIn accordance with the Admin—
istrative Procedure Act (AS 44.62), governing the manner in which the

business of the corporation is conducted and the manner 1in which 1its

powers are exercised. The board shall delegate supervision of the
administration of the corporation to the executive of the
corporation.

Sec. 14.42.160. EXECUTIVE OFFICER. The executive officer of the
Commission on Postsecondary Education appointed under AS 14.42.040(a)
shall serve as executive officer of the corporation.

Sec. 14.42.170. EMPLOYMENT OF PERSONNEL. The executive officer
may hire employees of the corporation and, subject to the approval of
the board, engage professional and technical advisors under contract

with the corporation. The board may appoint other officers and engage

HCS CSSB 13(Fin) _2-
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professional and technical advisors as independent contractors. The
board shall prescribe the duties and compensation of corporation j
personnel, including the executive officer.

Sec. 14_.42.190. BUDGET. The operating budget of thecorporation
IS subject to the Executive Budget Act (AS 37.07).

Sec. 14.42.200. GENERAL POWERS. In addition to other powers
granted in this chapter, the corporation may:

(1) sue and be sued In i1ts own name;

(2) adopt an official seal;

(3) makeand execute agreements, contracts and other in—
struments necessaryor convenient in the exercise of the powers and
functions of the corporation, including contracts with any person or
governmental entity;

(4) receive, administer and comply with the conditions and
requirements respecting any appropriation or gift, grant or donation
of property or money;

(5) Dborrow money as provided in this chapter to carry out
and effectuate 1its corporate purposes and 1issue 1its obligations as
evidence of the borrowing;

(6) include in borrowing the amounts to pay financing
charges, interest on the obligations for a period not exceeding one
year after the date on which the corporation estimates funds will
otherwise be available to pay the interest, consultant, advisory and
legal fees and other expenses necessary or incident to this borrowing;

@) invest or reinvest, subject to 1ts contracts with
noteholders and bondholders, money held by the corporation in obliga—
tions orother securities authorized for investments of the commis—
sioner of revenue under AS 37.10.070(a);

(8) collect from a borrower amounts owed with respect to a
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student loan the corporation has purchased;

9 gather 1information on student loans available
dents of Alaska and disseminate the information to reasonably assure
that qualified students are aware of financial resources available to
those attending or desiring to attend institutions for which loans may
be made under AS 14.43.090 - 14.43.325 or 14.43.600 - 14.43.700;

(10) service student loans held by the corporation;

(11) purchase or participate 1in the purchase of student
loans;

(12) contract in advance for the purchase or sale of student
loans;

(13) sell or participate in the sale, either public or
private and on terms authorized by the board, of student loans to the
Student Loan Marketing Association or to other purchasers;

(14) collect and pay reasonable fees and charges in connec—
tion with the purchase, sale, and servicing of student loans;

(15) enter into agreements with the federal government,
including guaranty agreements and supplemental guaranty agreements as
described in the United States Higher Education Act of 1965, as neces—
sary to provide for the receipt by the corporation of administrative
allowances and other benefits available under the United States Higher
Education Act of 1965;

(16) administer federal money allotted to the state with
respect to insured student loans and related administrative costs and
other matters;

(17) consent to the modification of the rate of Iinterest,
time of payment of an installment of principal or interest, or other
terms of a student loan purchased by the corporation;

(18) procure 1insurance against any loss in connection with

HCS CSSB 13 (Fin) ~4-
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1 the operation of its programs;
2 (19) provide advisory services to borrowers and other
3 cipants in the corporation®s programs;
¢ [7(20) do all acts and things necessary, convenient or desir-\
) able to carry out the powers expressly granted or necessarily impliec
6 in AS 14.42.100 - 14.42.330.
! Sec. 14.42.210.  STUDENT LOAN FUND. (@) The student loan fund
8 is established in the corporation. The student loan fund is a trust
9 fund to be used to carry out the purposes of AS 14.42.100 - 14.42.330.
10 The student loan fund consists of money or assets appropriated or
" transferred to the corporation and money or assets deposited in it by
12 the corporation.
13W (b) Money and other assets of the student loan fund may be used
l4ij| to secure bonds of the corporation, invested iIn the types of iInvest—
155 ments the commissioner of revenue may make under AS 37.10.070(a), or
IGL used to purchase loans approved under AS 14.43.090 - 14.43.325 or
i;! 14.43.600 - 14.43.700. A& \M0<\

{ ©) The corporationmay not purchase student loans in excess of
1N! the total amount of the previous fiscal year
20 under AS 14.43.090 - 14.43.325 and 14.43.600 - 14.43.700#wt
21
22
3 Sec. 14.42.220. BONDS OF THE CORPORATION. (d) Subject to (9)
% of this section, the corporation may borrow money and may issue bonds,
& on which the principal and interest are payable from 1ts 1income and
2 receipts or other assets or a designated part or parts of them.
d (b) Bonds may be authorized only by resolution of the bos
2 They shall be dated and may not mature more than 20 years after the
29

date of issue. Bonds shall bear interest at the rate or rates, be in
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i**

the denominations, be in the form, either coupon or registered, carry
the registration privileges, be executed in the manner, be payable in
the medium of payment, at the place or places, and be subject to the
terms of redemption as provided by the resolution or a subsequent
resolution.

(c) All bonds, regardless of form or character, are negotiable
instruments for all the purposes of the Uniform Commercial Code
(AS 45.01 - AS 45.09).

(d All bonds may be sold at public or private sale 1in the
manner, for the price or prices, and at the time or times that the
board determines.

| (e) Before issuance of any bonds, the board shall make provi-—I

sion, Dby agreement or otherwise, at least sufficient in the judgment
of the board to pay the principal of and interest on the bonds as they
become due and to create and maintain the reserves for the bonds the
board considers necessary or desirable and to meet all obligations 1in
connection with the agreement and all costs necessary to service the
bonds, unless the agreement provides that the obligations a-< to be
met or costs are to be paid by a party other than the corporation.

(f) The superior court has jurisdiction to hear and determine
proceedings relating to the corporation, including proceedings brought
by or for the benefit of a holder of its bonds or by a trustee for or
other representative of a holder.

() The corporation may not 1issue bonds during any fiscal year
in an amount greater than $45,000,000 unless the legislature, by law,
approves 1issuance of a greater amount.

Sec. 14 .42 _230. TRUST INDENTURES AND TRUST AGREEMENTS. An
issue of bonds by the corporation may be secured by a trust indenture

or trust agreement between the corporation and a corporate trustee,

HCS CSSB 13(Fin) -6-
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(which may be a trust company, bank, or national banking association,"”
with corporate trust powers, Jlocated inside or outside the state, or
by a secured loan agreement or other instrument or under a resolution
giving powers to a corporate trustee by means of which the corporation
may:

(1) make and enter 1into any and all the covenants and
agreements with the trustee or the holders of the bonds that the board
determines to be necessary or desirable, including covenants, pro—
visions, limitations and agreements as to the

(A) application, 1investment, deposit, use and. disposi—
tion of the proceeds of bonds of the corporation or of money or
other property of the corporation or in which it has an interest;

(B) fixing and collection of loan payments and other
consideration for a student loan;

(C) assignment by the corporation of its rights 1iIn a
student loan or in a mortgage or other security interest created
with respect to a student loan to a trustee for the benefit of
bondholders;

(D) terms and conditions upon which additional bonds
of the corporation may be 1issued;

(E) vesting iIn a trustee of rights, powers., duties,
funds or property in trust for the benefit of bondholders, 1i1n—
cluding the right to enforce payment, performance and all other
rights of the corporation or of the bondholders, under a student
loan or a security interest created with respect to a student
loan;

(2) pledge, mortgage or assign money, agreements, property,
or other assets of the corporation either presently in hand or to be
received in the future, or both; and

-7- HCS CSSB 13(Fin)
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(€)) provide for any other matters that 1iIn any w;
the security or protection of the bonis.

Sec. 14.42.240. RESERVES AND CAPITAL RESERVES. (@ For the
purpose of securing one or more issues of bonds of the corporation,
the board may establish one or more special funds, called "capital
reserve funds,” and may pay into those capital reserve funds the
proceeds of the sale of bonds and other money available to the
corporation from other sources for the purposes of the capital reserve
funds. A capital reserve fund may be established only i1f the board
determines that the establishment of the fund would enhance the mar—
ketability of the bonds. Money in a capital reserve fund, except as
provided 1in this section, may be used as required only for the (1)
payment of the principal of, and interest on, bonds or of the sinking
fund payments with respect to those bonds; (2) purchase or redemption
of the bonds; or (3) payment of a redemption premium required to be
paid when the bonds are redeemed before maturity. However, money 1in a
capital reserve fund may not be withdrawn if the withdrawal would
reduce the amount in the capital reserve fund to less than the capital
reserve fund requirement, except for the purpose of making payment,
when due, of principal, interest redemption premiums on the bonds, and
sinking fund payments when other money of the corporation is not
available for the payments. Income or interest earned by, or incre—
ment to, a capital reserve fund, from the investment of all or part of
the fund, may be transferred by the corporation to other funds or
accounts of the corporation iIf the transfer does not reduce the amount
of the capital reserve fund below the capital reserve fund require—
ment.

(b) If the board decides to 1issue bonds secured by a capital

reserve fund, the bonds may not be 1issued if the amount in the capital
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reserve fund is less than the capital reserve fund requirement, unless
the corporation, at the time of issuance of the bonds, pledges to
deposit in the capital reserve fund from the proceeds of the bonds to
be issued or from other sources, an amount that, together with the
amount then 1in the fund, 1is not less than the capital reserve fund
requirement.

(©) In computing the amount of a capital reserve fund for the
purpose of this section, securities in which all or a portion of the
fund is invested shall be valued by a reasonable method established by
the board by resolution. Valuation shall include the amount of inter—
est earned or accrued as of the date of valuation.

(d) The chairman of the board shallannually, no later than
January 2, certify in writing to the governor and the legislature the
amount, 1f any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appropriate to
the corporation the amount certified by the chairman. The corporation
shall deposit the amounts appropriated under this subsection during a
fiscal year 1in the proper capital reserve fund. Nothing in this
section creates a debt or liability of the state.

(e) The board may establish reserve funds, other than capital
reserve funds, to secure one or more 1issues of bonds of the corpo—
ration. The corporation may deposit in areserve fund established
under this subsection the proceeds of sale of 1its bonds and other
money available from any other source. Areserve fund established
under this subsection must comply with (@) -(c) of this section. The
corporation may allow a reserve fund established under this subsection
to be depleted without complying with (d) of this section.

) In this section, "capital reserve fund requirement™ means

the amount required to be on deposit in the capital reserve fund as of

-9- HCS CSSB 13 (Fin)
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the cate of computation as determined by resolution of the board.

Sec. 14.42.250. VALIDITY OF PLEDGE. It is the intention of the
legislature that a pledge made in respect of bonds shall be valid and
binding from the time the pledge is made; that the money or property
so pledged and thereafter received by the corporation shall i1mmediate—
ly be subject to the lien of the pledge without physical delivery or
further act; and that the lien of the pledge shall be valid and bind—
ing as against all parties having claims of any kind in tort, contract
or otherwise against the corporation irrespective of whether the
parties have notice. Neither the resolution, trust agreement nor any
other instrument Dby which a pledge 1is created need be recorded or
filed under the provisions of the Uniform Commercial Code (AS 45.01 -
AS 45.09) to be valid, binding or effective.

Sec. 14.42.260. NONLIABILITY ON BONDS. (@) The members of the
board and individuals executing the bonds of the corporation are not
liable personally on the bonds or subject to personal liability or
accountability by reason of the 1issuance of the bonds.

(b) The bonds 1issued by the corporation do not constitute an
indebtedness or other liability of the state or of a political sub—
division of the state, except the corporation, but shall be payable
solely from the income and receipts or other funds or property of the
corporation. The corporation may not pledge the faith or credit of
the state, or of a political subdivision of the state except the
corporation, to the payment of a bond and the issuance of a bond by
the corporation. Issuance of a bond by the corporation does not
directly, indirectly, or contingently obligate the state or a politi—
cal subdivision of the state to apply money from, or levy or pledge
any form of taxation whatever to the payment %f the bo

d, .
ecantea 3>.1
Sec. 14.42.265. UNDERWRITERS. After aSMMpHMK the board

HCS CSSB 13(Fin) -10-
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may select an underwriter only by using a competitive method.

Sec. 14.42.270. PLEDGE 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 vested in the corpor—
ation under AS 14 .42. 100 - 14.42.330 to fulfill the terms of a con-—
tract made by the corporation with the holders or iIn any way impair
the rights and remedies of the holders until the bonds, together with
the interest on them with interest on unpaid installments of interest,
and all costs and expenses 1in connection with an action or proceeding
by or on behalf of the holders, are foJ.ly met and discharged. The
corporation is authorized to include this pledge and agreement of the
state in a contract with the holders.

Sec. 14.42.280. EXEMPTION FROM TAXATION. The real and personal
property of the corporation and its assets, 1income and receipts are
declared to be the property of a political subdivision of the state

and devoted to an essential public and governmental function and

purpose, and the property, assets, 1income, receipts, and other 1in
terests of the corporation are exempt from all taxes and special
assessments or the state or a political subdivision of the state,
including, municipalities, school districts, public utility districts
and other taxing units. All bonds of the corporation are declared to
be i1ssued by a political subdivision of the state and for an essential
public and governmental purpose, and the bonds, and the interest on
them, the 1income from them and the transfer of the bonds, and all
assets, 1i1ncome and receipts pledged fo pay or secure the payment of
the bonds, or interest on them, are exempt from taxation by or under
the authority of the state, except for 1inheritance and estate taxes
and taxes on transfers by or 1in contemplation of death. Nothing in

this section affects or Jlimits an exemption from Jlicense fees,

-11- HCS CSSB 13(Fin)
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property taxes, or excise, income or other taxes provided under other
law, nor does it create a tax exemption with respect to the interest
of a person, other than the corporation, in property, assets, income,
receipts, or other interests.

Sec. 1A.42.290. BONDS LEGAL [INVESTMENTS FOR FIDUCIARIES. The
bonds of the corporation are securities in which all public officers
and bodies of the state, all municipalities, all 1insurance companies,
associations, and other persons carrying on an insurance business, all
banks, bankers, trust companies, savings banks, savings associations,
including savings associations and building and 1loan associations,
investment companies and other persons carrying on a banking business,
all administrators, guardians, executors, trustees and other fidu—
ciaries, and all other persons are authorized to invest in bonds or
other obligations of the state, may properly and legally invest funds
including capital 1in their control or belonging to them. Notwith—
standing any other provisions of law, the bonds of the corporation are
also securities that may be deposited with and may be received by all
public officers and bodies of this; state and all municipalities for
any purpose for which the deposit of bonds or other obligations of the
state iIs now or may hereafter be authorized.

Sec. 14.42.310. OPERATION OF CERTAIN STATUTES EXCEPTED. €))
The corporation shall not be considered or constitute (1) a political
subdivision of the state as the term is used in AS 37.10.085; (2) a
municipality as the term is defined in AS 01.10.060; or (3) except as
provided in AS 14.42.190 and 14.42.320, a state agency as the term 1is
used in AS 37; but for all other purposes the corporation constitutes
a political subdivision and an instrumentality of the state.

(b) The funds, 1income or receipts of the corporation m;
considered and do not constitute money of the state, nor may real

HCS CSSB 13(Fin) -12-
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property in which the corporation has an interest be considered land
owned in fee by the state or to which the state may become entitled or
in any way land belonging to the state, or state lard referred to 1in
art. V11l of the Alaska Constitution.

Sec. 14.42.320. ANNUAL AUDIT. The financial records of the
corporation shall be audited annually by the legislative auditor or by
a certified public accountant approved by the legislative auditor.
The Jlegislative auditor may prescribe the form and content of the
financial records of the corporation and shall have access to these

records at any time.

Sec. 14.42.330. DEFINITIONS. In AS 14.42.100 - 14.42.330,
(1) "board"™ means the board of directors of thecorpo—
ration ;
2 "corporation” means the Alaska Student Loan Corpora—

tion.
Sec. 2. AS 14.43.090(a) 1is amended to read:

(@ There 1s created a scholarship revolving loan fund. The
fund shall be used to make scholarship Iloans to students selected
under AS 14.43.090 - 14.43.160 and to pay the costs ofcollecting
student loans that are in default if those costs are not recovered
from the student. Unless the 1instrument evidencing the scholarship
loan has beensold to the Alaska Student Loan Corporation, [ALL]
repayments of principal and 1interest on a scholarship Jloan [LOANS]
shall be paid into the scholarship revolving loan fund. IT money
estimated to be available [FROM SCHOLARSHIP LOAN REPAYMENTS] 1is
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.

* Sec. 3. AS 14.43.090 1is amended by adding a new subsection to read:
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1 (d) The student financial aid committee may sell notes and o

instruments evidencing scholarship loans to the Alaska Student Loan

3 Corporation. Proceeds from the sale of notes and other instruments
4 shall be deposited in the scholarship revolving loan fund.

b * Sec. 4. AS 14.43.120(d) 1is amended to read:

6 (d) scholarship loans may not be made to a student

f (1) for more than five years of undergraduate study;

8 (2) for more than five years of graduate study;

) (3 for morethan a total of eight years of undergraduate
10 and graduate studyj

H (4) to attend an 1institution if the default rate on loans
12 made to students to attend the institution exceeds the program default
1 rate by more than 150 percent.

o * Sec. 5. AS 14.43.255(a) 1is amended to read:

b (@) There is created a memorial scholarship revolving loan fi
16 The fund shall be used to provide educational scholarship Iloans to
{ students selected under AS 14.43.250 - 14.43.325. Unless the instru—
18 ment evidencing the memorial scholarship loan has been sold to the
= Alaska Student Loan Corporation, [ALL] repayments of principal on a
20 memorial scholarship loan shall be paid into the memorial scholarship
2 revolving loan fund and shall be used to make new scholarship loans.

2 * Sec. 6. AS 14.43.255 1i1s amended by adding a new subsection to read:

5 (© The student financial aid committee may sell notes and o
a instruments evidencing memorial scholarship loans to the Alaska Stu-—
& dent Loan Corporation. Proceeds from the sale of a note or other
% instrument shall be deposited in the appropriate memorial scholarship
d loan fund.

2 * Sec. 7. AS 14.43.620 is amended to read:

29

Sec. 14.43.620. TEACHER SCHOLARSHIP REVOLVING LOAN FUND. There
HCS CSSB 13(Fin) -14-
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is created a teacher scholarship revolving loan fund. The fund shall
be used to make scholarship loans to students selected under AS 14.-
43.600 - 14.43.700. Unless the 1instrument evidencing the teacher
scholarship loan has been sold to the Alaska Student Loan Corporation,
[ALL] repayments of principal and 1interest on a teacher scholarship
loan [LOANS] shall be paid into the teacher scholarship revolving loan
fund and shall be used to make new teacher scholarship loans. If
estimated funds ava".lable [FROM TEACHER SCHOLARSHIP LOAN REPAYMENTS]
are 1inadequate to fully fund estimated teacher scholarship loans for
any fiscal year, additional funding from the general fund may be
requested and appropriated for that year.
* Sec. 8. AS 14.43.620 1is amended by adding a new subsection to read:

(b) The student financial aid committee may sell notes and otl
instruments evidencing teacher scholarship loans to the Alaska Student
Loan Corporation. Proceeds from the sale of the notes or other in—
struments shall be deposited in the teacher scholarship relolving loan
fund.

* Sec. 9. This Act takes effect immediately in accordance with AS 01.-

10.070(c).-
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~ The Alaska Student Loan Program
is out of money for college students
this year, but lawmakers and loan of-
ficials are working to bring more funds
into the program, _
However, the two groups_have dif-
ferent angles. HB 161, affecting the in-
terest rates and frace period of the
loan, has Bassed through the Alaska
House of Representatives and will be
under consideration hy the Senate
Finance Committee in “January. The
Alaska Commission on Postsecondar
Education (ACPE), the loan's ag-
ministrative  body, also meets _in
January to discuss two possible
requlatory changes for the Rro ram.
CPE ‘commissioner Richard Helms
commented on the current condition of
the Wogram. ,
“We're out of money for collegiate
borrowers,” Helms said. “ We're not
out of money for Vo-tech (Voca-
tional/Technical) borrowers.” Helms
said the reason vo-tech money s still
available is because the commission set
aside a certain amount of money this
year, “ knowing that we were going to
run out of funds,” since the vo-tech
borrowers don't have the
“traditional” collegiate year.
Helms said no money would be
available for new borfowers next
semester. Warning students not to ex-
Pect, anything, Helms said, *what
raditionally happens is that there will
be a percentage of students that will
not maintain good academic standing,
or they will drop out of school or
choose not to utilize their next
semester's loan. Therefore, those
monies would revert back to the pro-
?ram and there would be some monvy
or students to borrow. We now have a
waiting list and we'll take students on a
first-come, first-served hasis.”
Helms said the commission estimates
the Bro%ram “will be unable to fund
1,500 students this year,"

DeW sutirrsuaa voice

ACPE student commissioner Rick Helms testifies at a recent hearing on HB

161. Rep. Johne Binkley looks on.

The legislature’s effort to create
more student access to the program is
HB 161. The bill would increase the
loan’s interest rate from five to eight

ercent and decrease the grace ﬁerlqd
rom one year to six months. The bill
also calls for a ramPlng of the interest
rate which would allow five percent in-
terest for the first three years of repay-
ment, and additional interest for the
next seven years, averaging eight per-
cent over “the ten-year repayment

period. ,
According to HB 161% fiscal note,
Erepared by the commission, on a
24,000 loan, a student would pay
525456 a month for the first three
Years of the lo?n and 5306.89 a month
for the last seven ye|rs if the ramping is
introduced. =~ =~
_The commission is seriously con-
sidering two requlatory changes, accor-
ding to"helms. The first alternative in-
volves reducing the maximum loan
available, from the present 56,000 (for
undergraduates) to 55,500, which
would"save the program 52.5 million.
Last year, more than 575 million was
spent’on student loans. .
_Another alternative under considera-
tion is to require each borroweKo con-

tribute at least 5500 from a non-state-
loan source toward ellqlble loan items.
Accordln% to a report on this alter-
native, the $500 requirement would
result in_a reduced program cost of
around 56.0 to 56.5 million, which
could be used to fund an additional
1,500 students. _

Helms remarked that if HB 161
Fasses, the loan program will have con-
inued ?ood health, but "at the ex-
pense of people who cannot borrow. It
will reduce access considerably, and
people who really need the loan pro-
gram to gain access to the educational
mainstream will not be able to do it."

Helms said that if the grace period is
reduced, the commission will have to
re-work its computer data system.
Also, he said “ traditionally, students
will have a break in their education for
many reasons. It's not uncommon for
students to return to school during the
12-month grace _period.” With a
shorter grace period, a student who
goes back to school after six months
would force the commission to spend
money to hire more staff to handle the
additional administrative work, he

said.
Seepg. 8, LAWMAKERS
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Lawmakers, commission seek money-saving alternatives

Cont. from pg. 1

Helms felt that reducing the grace
period is “going against the trend
that's happening in the nation. As a
matter of fact, the federal government
just recently was looking at their GSL
(Guaranteed Student Loan) program,
and they're thinking of taking that
from six months to nine months.”

Helms pointed out that if one or
both of the regulatory changes are
passed by the commission, and HB 161
passes, “we will see a significant im-
pact on students. If the commission
passes one of those, that's going to be a
significant impact. If 161 passes on top
of that, 1don't know if we'll have an
effective loan program anymore.”

Effectiveness is what the program is
all about. The program's origins can be
found in a scholarship loan program
established by the 1968 state
legislature. The program was amended
in 1970 and restructured in 1971 to its
existing form. Since then, nearly

Wallet returned

Cont. from pg. 1

The money was used to buy a plane
ticket for his wife. She will return to
Korea at Christmas to see friends and
family, whom she hasn't seen in seven

80,000 student loans, worth S290
million, have been awarded to Alaska
residents.

The ACPE's 1984-85 Annual Report
on Alaska Student Financial Aid Pro-
grams says that currently, “educa-
tional loans of up to $6,000 and $7,000
per year for undergraduate and
graduate study, respectively, are pro-
vided to eligible state residents. An in-
centive of up to 50 percent cancellation
is offered to those borrowers who
reside in Alr_ka after completion of
their programs of study."

That *“incentive" is known as
forgiveness, and contrary to public
belief, not everyone who gets a loan
gets forgiveness.

Helms said to invoke forgiveness,
the graduate must meet three criteria.

“First of all, to invoke forgiveness
you have to get the degree that you
took the loan out for,” he said, ex-
plaining that if the student marked
“BA” on his loan application, that is
the degree he must obtain.

“Then you have to stay in the state
or return to the state for two years
after you get the degree. Then you have
to apply. It's not an automatic-type
thing. If granted forgiveness, then you
can take 10 percent o ff the principle of
the loan. Each year after that, you still

have to invoke forgiveness again. You
have to be in the state. You can do that
up to five times, so that's 50 percent of
the loan that can be forgiven, but only
if you meet that criteria. And very few
students invoke forgiveness.”

Helms also said that if the graduate
goes out o f state for a master's degree,
he cannot get forgiveness for his
undergraduate loan, since he won't be
physically present in the state for the
required two years. He said that only
one out of every five graduates even
applies for forgiveness, * and everyone
who applies doesn't necessarily get it.”

To be eligible for an Alaska student
loan, a student must be an Alaska resi-
dent for 24 months immediately prior
to filing; be, or plan to be, a full-time
student in good standing (cumulative
GPA — 2.0, undergraduate; 3.0,
grad:.'e) during the period for which
the funds are requested; attend an
ACPE-approved or nationally ac-
credited school; be, or plan to be,
enrolled in a career voca-
tional/technical program or an
associate, baccalaurate or graduate
degree program; not have had loans
under the program for more than eight
full school years; and reapply for each
year the loan is desired.



ANCHORAGE COMMUNITY COLLEGE STUDENT ASSOCIATION

Resolution Mo. P6-10
By: Virginia Belknap

OPPOSITION OF HP-161

WHEREAS the proposed changes suggested 1in HB-161 for the
Student Loan Program would have a dramatic effect on the lives of
students; and

WHEREAS students have been faced with tuition 1increases,
reduced class time, a cost of living increase, promises of paid
narking 1in the near future; and

WHFREAS the reduction of the grace period from one year to
six months would cause financial burdens to the student jJust
entering the work force; and

WHEREAS the U. S. House of Representatives has approved a
bill that increases the grace period from six months to nine
months for the 5.3 million students who vreceive guaranteed
student Jloans and other government educational funding and that
bill now goes to the U.S. Senate; and

WHEREAS education should be looked on as an investment 1in
the future of our people, not as an expense and burden on
society,

RE IT THEREFORE RESOLVED that the Assembly adopt this
resolution as an offical and formal expression of opposition to
HB-161, and

EE IT FURTHER RESOLVED that this resolution be forwarded to
the Alaska Legislature, the student member of the Commission on
Postsecondary Education, the ASIN representative and other
student governments 1in the state of Alaska.

Rruck Pruckman, ACCSA President
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Comments:

1.

The $20.0 in contractual is for modifying the existing student
loan on-line system to accommodate for individuals with loans
carrying varying interest rates.

The monthly payments for borrowers would change upward the last
seven years of the repayment cycle. Examples of the repayment
schedule are:

Loan Amount Current 5% Delayed 8%
$ 1,000 $ 10.61 $ 10.61/$ 12.80
$24,000 $254 .56 $254.56/$306.89

Forgiveness would be applied as it is now, with the State paying
on behalf of the borrower up to 50% of the principal and
interest accrued. Hence, the delayed impact of the 8% interest
will actually provide a small additional incentive for
forgiveness (about $26 on a $24,000 loan).



TABLE 1
PROJECTED REPAYMENT WITH CURRENT
PROGRAM TERMS

BORROWING YEAR

Tear

of FYHB FYs7 Fvss FY89 FY90 FYol Fyo2 Fvo3 F7o4
Inpact P 1 P 1 P 1 P 1 P 1 P 1 P 1 p 1 3 1
FY66

Fys7

FYfiB $1,769.6  $ 376.9

Frs9 3,452.3 735.3  *1.702.1  $ 362.5

Ft90 5.174.5 1,102.2 3,320.5 707.3  $1,777.5 $ 378.6

riol 7.726.2 1.645.7 4,977.0 1.060.1 3,467.7 738.6  $1,853.9 $ 394.9

Fro2 7.900.0 1.682.7 7,431.3 1,582.9 5,197.6 1,107.1 3,616.7 770.4  $1,930.6 $ 411.2

FYo3 7,581.5 1,614.9 7,598.5 1.618.5 7,760.6 1,653.0 5,420.9 1.154.7 3.766.5 802.3  $2,018.4 $ 420.9

FYo4 7,278.6 1.550.3 7,202.1 1,553.0 7,935.2 1.690.2 8,027.9 1.709.9 5,645.4 1,202.5 3,037.6 038.7  $2,110.2 $ 449.5

FY95 6.968.6 1.484.3 7.000.8 1.491.2 7,615.3 1,622.1 8,276.2 1.762.8 8,429.3 1.795.4 5,901.9 1,257.1 4,116.7 876.9  $2,206.2 $ 469.9

FY96 6.509.3 1,386.5 6,702.6 1.427.7 7,311.0 1.557.2 7,042.5 2,075.2 8,618.9 1.835.8 8,812.3 1,877.0 6.170.3 1,314.3 4,303.9 016.7  $2,306.5 $ 491.3
FYo7 6.478.0 1,379.8 6,260.9 1,333.6  6,999.6 1.490.9 7,625.2 1.624.2 8,271.4 1.761.8 9,010.5 1.919.2 9.213.1 1.962.4 6,450.9 1,374.0 4,499.6 958.4
Fvo3 5.026.9 1.070.7 6.230.0 1.327.2  6,538.3 1,392.6 7,300.4 1.555.0 7.940.9 1.691.4 8,647.2 1.041.9 9.420.3 2.006.5 9.632.1 2.051.6 6.744.3 1.436.5
FYoo 3,647.1 776.8 4.035.0 1,029.9 6,506.9 1.386.0 6,831.2 1.455.0 7.602.7 1.619.4 6,301.7 1,768.3 9.040.5 1,925.6 0,848.7 2,097.8 10,070.0 2.144.9
FY00 2.234.9 476.0 3,508.0 747.2 5,049.3 1.075.5 6,706.5 1,445.5 7,>'2.6 1,512.9 7,940.2 1.693.0  8.300.6 1,769.9 9.451.6 2,013.2 10.296.6 2.193.2

Assumptions: 1. General Fund appropriation remains constant at J60.0 million after FYB7.
2. The percentage of borrowers entering repayment, with a 12-month grace period, will be:

3.

Percent Years After Borrowing

0.0 one year

2.4 two years

21.3 three years

21.8 four years

32.3 five years
2.2 six or oore

100.0

Borrowing rates will not be reduced If Interest Is Increased to 8 percent.



TABLE 2
PROJECTED REPAYMENT WITH
CSHB HI1 TERMS

BORROWING YEAR

tear

of FYH6 v87 FYB8 FY89 FY90 Fyol FY92 FY93 Fyos4
Irpact P 1 P 1 P 1 P 1 P 1 P 1 P 1 P 1 P 1
FYbb

FYbJ i ¥.o _\ M

FT88  $1,769.6  $ 376.9 1.740.1 370.6 $ 39.7 § 55

FV89 3.452.3 735.3 3.358.5 715.4 1.817.2 W1 S 4.4 $ 8.8

F190 5.174.5 1,102.2 5.015.0 1.068.2 3,507.4 747.1 1,895.2 403.7 $ 4.1 $ 15.0

FTo1 7.726.2 1.645.7 7,431.3 1,582.9 5,237.2 1,115.5 3,658.1 779.2 1.973.7 686.8 $ 45.1 $ 15.7

FY92 7.900.0 1.682.7 7.598.5 1.618.5 7,760.6 1,653.0 5,462.3 1.163.5 3,609.6 1,325.7 2,063.4 718.1 $ 471 16.4

FYg3 7.581.5 1.614.9 7.285.3 1,551.8 7,935.2 1.690.2 8.094.1 1.724.0 5,688.5 1.979.6 3.962.6 1.385.9 2,157.2 750.7 $ 49.2

FYo4 7,278.6 1,550.3 6.994.0 1.489.7 7,608.1 1.620.5 8,276.2 1,762.8 8,429.3 2,933.4 5,946.9 2.069.5 4.163.8 1.449.0 2.255.4 $ 17.9
FY95 6.96H.6 1.484.3 6,695.8 1.426.2 7,303.9 1,555.7 7.935.1 1.690.2 8,618.9 2.999.4 8.812.3 3,066.7 6.217.4 2.163.7 4,353.1 820.5
FY9%6 6,509.3 1.366.5 6,261.0 1.333.6 6,992.5 1.489.4 7.617.7 1.622.6 8,263.6 2,875.7 9,010.5 3,135.7 9.213.1 3,206.2 6,500.1 1.58J.8
F197 6,478.0 1.3/9.8 6,230.8 1,327.2 6,538.3 1.392.7 7,293.0 1,553.4 7.,933.2 2,760.8 8,639.1 3,006.4 9.420.3 3,278.3 9.632.0 2,3b4.S
FYo8 5.026.9 1,0/0.7 4.803.9 1,023.2 6,506.9 1,386.6 6,b19.3 1.452.5 7.595.0 2,643.1 8.293.6 2,806.2 9.032.0 3,143.1 9.848.7 3,504.4
FY99 3,647.1 7/6.0 3,476.8 740.6 5,016.8 1.068.6 6.786.5 1.445.5 7,101.6 2,471.4 7,940.1 2,763.2 8,670.8 3,017.4 9,442.7 3.583.2
FY0O 2/234.9 4/6.0 2,118.5 451.2 3,630.8 773.4 5,232.4 1.114.5 7,067.5 2.459.6 7.424.3 2.583.7 7.551.7 2.628.0 9.064.8 3.435.5

Assumptions: 4. The percentage of borrowers entering repayment, with a 6-month grace period, will be:

Percent Years After Borrowing
0.5 during first year
22.4 one year
21.3 two years
21.8 three years
31.8 four years
2.2 five or more years
100.0

5. Forgiveness benefits will be received by IB percent of the borrowers.
6. Default rate 1s not Included.
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TABLE 4
FISCAL IMPACT OF
61 INTEREST

BORROWING TEAR

Fv68 FTB9 FT90 FYol
1 P 1 P 1 P
$ 227.2
443.2 $ 236.9
661.3 4b2.2 S 246.7
991.8 692.8 481.4 *
1.014.1 1,026.9 721.5
973.3 1.067.7 1.077.2
934.3 1.246.1 1.101.5
894.S 974.5 1,057.1
83S.6 933.0 1.014.6
831.6 873.0 971.6
646.3 8b7.3 907.7

Totals after FT94 will be effected by loans rude In FT95 and beyond.

257.9
603.2
754.3
1.126.2
1.151.5
1,106.1
1,061.0
1.015.6

FT92

J 269.7
526.1
788.5

1.177.4
1,203.9
1,155.4
1.061.9

S 281.9
550.0
624.4

1,231.0
1.259.7
1.207.9

294.8
575.0
861.9
1,2b6.9
1.J15.9

217.5

651.6
1.316.2
2,319.9
3.395.0
4,466.2
5.565.2
6.697.0
7.464.6
7,981.6

7,472.1
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MEMORANDU M

TO: Members, Senate Committee onHealth Education and Social
Services

FROM: Committee Staff

RE: Committee Meeting,January 28, 1986

DATE: January 24, 1986

On Tuesday, January 28, from 1:30-3:30 pm in the Beltz Room, the
Senate Committee on Health, Education and Social Services will
receive a briefing on the state"s student loan program.

The Scholarship Revolving Loan Fund provides low interest loans to

eligible state residents for education at a postsecondary level.

Since its origin iIn 1968, 80,000 student loans have been made, for

a total of $290 million. Despite annual appropriations to the fund
($63 million in FY 86), demand has outstripped the resources of the

{yng, and there are currently over 1200 students on the waiting
ist.

Dr. Kerry Romesburg, Executive Director of the Commission on
Postsecondary Education, will present an overview of the program
and discuss alternatives for meeting the short and long term needs
of the fund.

In addition, the Committee will hear:

SCRE$9, Relating to designating February 1986 as Community College
Month.

On October 22, 1985, President Reagan proclaimed February 71986
National Community College Month. SCR 29 affirms this designation
and calls upon the people of the state to observe 1t with
appropriate ceremonies and activities. Special events are planned
at the 11 community colleges in Alaska.
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MEMORANDUM

TO: Kerry D. Romesburg, Executive Director
Postsecondary Education Commission
FROM: Senator Bettye Fahrenkamp, Chairman
Senate Committee on Health, Education and Social Services
DATE: January 22, 1985
RE: Presentation on student loans

This memo is to confirm your 1:30, January 28 presentation to
the Senate Committe on Health, Education and Social Services on the
state"s student loan program. My 1interest, and 1 believe the
interest of the committee, 1is in ensuring the long term stability
of the program while meeting the short term cash requirements of
the fund. Several approaches to meeting this goal have been
proposed. I would appreciate your comments and insight on them as
well as some general information on the origin of the loan program.

Specifically, 1 would ask that the Tfollowing points be
discussed:

History of the loan program
Date of enactment/stated purpose
Original program/current program
Eligibility (residency, income level, academic
standing, course of study)
Loan conditions (eligible expenses, forgiveness)
Loan terms (interest, repayment terms, maximum 0loan,
default provision)

Discussion of the components of the Federal program or a model
student loan program may be beneficial.

Loan activity
Annual income to the fund from repayments of principal
and interest
Annual legislative appropriations to fund
Number of students being served (in state, out of state,
average amount of loan)
Number of eligible students currently unserved

Default rate, efforts to reduce



Alternatives

Many of the suggestions being made now have been discussed and
considered iIn past years. Your perspective on their viability

would be appreciated, as would information on the economic
benefits of each alternative.

Reduce maximum loan amount by $500

Require recipients to donate $500 toward eligible
expenses

Increase interest rate (including graduated and
fluctuating)

Reduce grace period

Deny loans for foreign study

Employ a needs test

Eliminate forgiveness

Limit loans to U.S. citizens

Other

I look forward to seeing you on Tuesday.
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ALASKA STUDENT LOAN PROGPAM

The Alaska Student Loan Program is one of the most successful programs

offered by the State of Alaska. Its purpose is to provide low-interest
loans to Alaskans wishing to pursue education and training at a
postsecondary level. The program has grown from serving just over 1,000

Alaskans, in 1971-72, to the current 1984-85 level of serving over 17,000
Alaskans.

The Alaska Student Loan Program had its origin 1in a program of
scholarship loans established by the 1968 Alaska State Legislature. This
program was amended in 1970 and completely restructured in 1971, when the
Legislature established the loan program generally as it exists at
present. In the fourteen years of operation since then, nearly 80,000
student Iloans have been awarded to Alaskan residents, for a total of
nearly $290 million.

Educational loans of up to $6,000 and $7,000 per year for undergraduate
and graduate study, respectively, are provided to eligible state
residents. These loans, to be used only to offset the costs of tuition,
room, board, and books, offer the borrower a ten-year repayment period at

an annual interest rate of five percent. The loans may be used for
full-time attendance at any accredited orapproved college, university,
or vocational-technical program. An incentive of up to Tifty percent

cancellation 1is offered to those borrowers who reside in Alaska after
completion of their programs of study.

Program Summary A~

During the iSSOuft school year over 19,000 loans were awarded, and 17,173
were finalized and used for postsecondary attendance. Of these 17,173

loans, 54.0 percent were for attendance in Alaska, and 46.0 percent were
for attendance out-of-state.

Undergraduate loans continue to dominate the loan volume, with only 7.9
percent of the 1984-85 1loans going for graduate study. The largest
single group of loans were for freshman borrowers, who accounted for 28.8
percent of all the 1984-85 loans.

Alaskans use these loans for study throughout the United States, and in a
number of foreign countries. During the 1984-85 loan year, students from
Alaska used state loans for attendance in every state in the Union and in
eighteen foreign countries. The most frequent choice continues to be
Alaska by more than a four-to-one margin over any other state.



Loan Award Amounts

The average loan award continued to rise sligntly in 1984-85, following
the dramatic rise 1in 1981-82. when the borrowing maximums were raised.
For 1984-35, an undergraduate average loan was $4,288 while the average

graduate loan was $5,363. Out-of-state student loans continue to be
higher, on the average, than in-state loans, due largely to non-resident
tuition fees. This is graphically presented 1in Figure 1. It is

anticipated that the trend toward higher average loans will continue 1in
the years ahead as tuition rates continue to increase.

Table 1 contains average loan amounts by student level for tne last three
years, 1982-83, 1983-84, and 1984-85. In general all loans, regardless
of level, have steadily increased, for students attending in-state, and
have leveled, or even dropped slightly, for those attending
out-of-state. The out-of-state borrower averages a higher 1loan amount
than the 1in-state borrower for every classification other than
vocational.



Loan Repayments

The student Jloan program is based wupon a revolving fund with the
students® loan repayments being re-utilized for future student loans.

Since 1971-72 (actually 1974-75, since there were no repayments -eceived
the first few years), Alaskans have repaid nearly $32 million cn their

educational loans. The volume of these revolving funds now contribute a
significant portion of the loan account, and as can be seen in Figure 6,
these repayments are rapidly increasing each year.

Also presented in Figure 6 is a representation of the forgiveness history

of the student loan program. Students who reside in Alaska after
completion of their course of study are eligible to have up to 50 percent
of their loans forgiven. Beginning with the first such forgiveness 1in

1974-75, the total amount of loan funds (including interest) which the
State of Alasxa has forgiven has generally shown large annual increases,
with the exception of 1979-80 when forgiveness benefits temporarily
leveled. During 1984-85 nearly 4,300 Alaskans received partial
forgiveness of their student loans. Increases are projected to continue
over the next few years as larger numbers of students complete their
educational programs.



Default

Nationally, student 1loans have a notoriously high default rate, and,
unfortunately, Alaska®"s program also has experienced problems with loan
collections. Although the Alaska program had been doing considerably
better than the federal loan programs, the default rate began to rise
during 1983-84. As can be seen in Table 6, the default rate had been
steadily decreasing since the concerted effort began in 1975-76 to pursue
these bad debts. However, during 1983-84 default volumes outstripped
available manpower and the rate rose dramatically. In 1984-85, the loan
program contracted with a private collection firm and the default rate
has slowly begun to drop again. A default rate of 10.0 percent is the
target for 1985-86.

TABLE 6
ANNUAL DEFAULT RATES OF
ALASKA STATE STUDENT LOANS
1971-72 through 1984-85

LOAN YEAR DEFAULT RATE* (June 30)
1971-72 N.A.
1972-73 N.A.
1973-74 N.A.
1974-75 80.0%
1975-76 44.6%
1976-77 24 9%
1977-78 22.3%
1978-79 19.3%
1979-80 14.5%
1980-81 11.5%
1981-82 9.2%
1982-83 9.1%
1983-84 13.5%
1984-85 12._.4%

*Default is 120+ days past due.

Statistical Data

In the Appendix are Tables 11-17 containing data on the Alaska Student
Loan Program from 1971-72 through 1984-85. Information on the number and
amounts of loans made annually to undergraduate and graduate students
attending in-state and out-of-state 1is presented in Tables 11-14. Table
15 contains summaries of the average size loan awarded each year, and
Tables 16 and 17 contain data on institutions most frequently attended by
Alaska Student Loan borrowers.

-19-
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January 15, 1986

MEMORANDUM

TO: All Members, Senate Finance Committee

FROM: Senator Jan Faiks, Co-Chairmanl
Senate Finance Committee

SUBJECT : House Bill 161

I received the following recommendations from the Student
Financial Aid Advisory Committee of ACC and UAA over the
telephone and was requested to relay them to the Finance
Committee.

The recommendations are as fTollows:

D

2

3

4)

Support restricting loans to United States
citizens and permanent resident aliens only. They
estimate a savings of $75,000 to $100,000.

Define institutional eligibility as being
accredited by national or regional accreditation
organization or having been approved by the
Postsecondary Education Commission and having
operated for 2 consecutive years prior to becoming
eligible.

Reduce the maximum loan available to $5500.
Estimate savings of $2.5 million.

Establish a two-tier loan program partially based
upon need. Everyone would be eligible to borrow
up to $4,000. Remaining $2,000 - $3,000 would be
loaned using a needs based test. However, they~"do
not want to use federal standards of need because
of Alaska®s higher cost of living.

The Committee wanted to stress that they were most
supportive of recommendations 1 and 2.

OUT OF SESSION

1024 WEST SIXTH AVENUE. SUITE 302 ANCHORAGE, ALASKA 99501  907-274-6611
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PROBLEMS WITH HB 161:

60'/. INCREASE IN INTEREST— UJHY SHOULD THE STUDENT LOAN PROGRAM,
WHICH HAS ONE OF THE BEST RECORDS FOR PAYBACK, BE SINGLED OUT FOR
SUCH A HUGE INCREASE IN INTEREST?

GRACE PERIOD ON REPAYMENT MOWED AHEAD 6 MONTHS, AT A TIME WHEN
THE GRADUATING STUDENT CAN LEAST AFFORD IT.

THE BILL DOES NOT DO WHAT IT IS INTENDED TO DO

WHAT IS WRONG WITH THE STUDENT LOAN PROGRAM?

PEOPLE COME UP FROM OUT-OF-STATE LONG ENOUGH TO QUALIFY FOR THE
RESIDENCY REQUIREMENT, APPLY FOR A LOAN, AND TAKE THE MONEY BACK
OUT OF THE STATE. ALASKA RAYS FOR THEIR EDUCATIONS AND THE MONEY
SPENT ON LIVING EXPENSES (OFTEN THE MAJOR PART OF THE LOAN) IS
SPENT OUT OF THE STATE.

THERE ARE CASES OF PEOPLE WHO MAKE OVER $50,000 ANNUALLY, APPLY
FOR THE LOW-INTEREST LOAN, AND THEN PROCEED TO MAKE MONEY BY
REINVESTING THE LOAN FUNDS.

THE POSTSECONDARY EDUCATION COMMISSION HAS DECREED THAT STUDENTS
MUST SHOW THAT THEY SPEND *500 OF THEIR OWN MONEY TO ATTEND
SCHOOL. THIS AFFECTS IN-STATE STUDENTS PRIMARILY BECAUSE
OUT-OF-STATE STUDENTS HAVE NO PROBLEM SHOWING THAT THEIR COSTS
FOR LIVING, TUITION, AND BOOKS ALREADY EXCEED THE MAXIMUM AMOUNT
OF THE LOAN BY AT LEAST *500.

ALTERNATIVES TO HB 141:

1. CHARGE A DIFFERENTIAL RATE OF INTEREST 5X TO IN-STATE
STUDENTS, SX 70 OUT-OF-STATE STUDENTS. EXEMPT THOSE STUDENTS
ENROLLED IN DEGREE PROGRAMS NOT OFFERED WITHIN ALASKA.

R

REQUIRE GRADUATION FROM AN ALASKA HIGH SCHOOL FOR STUDENTS WHO
WANT A STUDENT LOAN TO ACQUIRE A DEGREE FROM OUTSIDE ALASKA IF.
THAT PROGRAM IS ALSO OFFERED WITHIN THE STATE.

2. INSTITUTE A REALISTIC INCOME/NEEDS FORMULA FOR ELIGIBILITY ON
THE LOW-INTEREST LOAN. SOME STUDENTS HAVE A PROBLEM WITH AN
INCOME CEILING FIGURE OF *20,000. NOBODY HAS A PROBLEM WITH
*50,000. A REALISTIC FIGURE IS PROBABLY SOMEWHERE IN BETWEEN.

3. ANOTHER SUGGESTION THAT WOULD BRING MONEY BACK INTO THE
PROGRAM MORE QUICKLY IS TO CREATE INCENTIVES FOR EARLY PAYBACK.
THE CURRENT PROGRAM OFFERS NO REASON FOR EARLY PAYBACK.  PERHAPS
A FIRST-5-YEAR AT 5X, SECOND-5-YEAR AT 10X SCHEDULE WOULD DO IT?



Offered: 5/9/85
Referred: Finance

Original sponsor: Binkley

BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COVMTTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 161 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 s
at the rate of eight [FIVE] percent ayear unless the loanis in
default. Interest on a loan that is in default is 10percenta year
for the period the loan is in default.

* Sec. 2. AS 14.43.120(g) is amended to read:

(g) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower's studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this
section. Interest shall accrue as provided in (f) of this section,
but the borrower shall be allowed to repay the loan at a five percent
interest rate for the first three years of the repayment period, with
the extra accrued interest to be paid i.: later years. |If the commis-
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July 1, 1985. *

1- SCS CSHB 161(HESS)



Senate HESS Committee
January 24, 1986

HB 161, Relating to student loans.

ORIGINAL
D Increases interest ratefrom 5% to &%.

2) Limitseligibility toonlythose who have graduated high
school within one year preceding application.

) Requ_res a needs test for applicants.

vi)) Repeals the forgiveness clause.

HOUSE LOANS COMMITTEE
D Increases interest rate from 5% to 8%.

2) Clarifies eligibility requirements (these provisions were
included in HB 185, which was signed into law May 25, 1985)

K)) Repeals the forgiveness clause.

HOUSE FINANCE COMMITTEE

D Increases interest rate from 5% to 8%.

2 Reduces the grace period from one year to six months.

)] Provides for a '"'ramped" repayment schedule; the Ffirst three
years would be paid at a 5% iInterest rate, wi :h the extra
accrued iInterest to be paid in later years.

HOUSE FINANCE WITH FLOOR AMENDMENT
The house fTloor amendment has the same effect as provided for
in SB 17, relating to consortium agreements, which was signed
into law on May 6, 1985.

SENATE HESS COMMITTEE

Same as HOUSE FINANCE COMMITTEE.



§ 14.43.090 Alaska Statutes Supplement § 14.43.090

Effect of amendments. — The 1954  "Methodist" in paragraph i2) of subsection
amendment substituted "Pacific" for (at.

Chapter 43. Scholarship, Loan, and Grant
Programs for Postsecondary

Students.
Article
4. Scholarship Loan ProgTam <& 14.43.090,14.43.095, 14.43.100, 14.43.110. 14.43.115,

14.43.120,14.43.125.14.43.130,14.43.160)
1. Teacher Scholarship Loan Program (8§ 14.43.600 — 14.43.700)

Article 4. Scholarship Loan Program.,

Section _ . Section

90. Scholarship revolvm_? loan fund 120. Conditions of loans
95. Financial aid committee 125. EI|g|b|I|tJ of students
100. Applications 130. B&e_eale ]

110. Undergraduate loans 160. Definitions

115. Graduate loans

Sec. 14.43.090. Scholarship revolving loan fund, (a) There is
created a scholarship revolving loan fund. The fund shall be used to
make scholarship loans to students selected under AS 14.43.090 —
14.43.160 and to pay the costs of collecting student loans that are in
default if those costs are not recovered from the student. All
repayments of principal and interest on scholarship loans shall be
paid into the scholarship revolving loan fund. If money 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 may be requested and appropriated for
that year.

(b) [Repealed, § 31 ch 59 SLA 1982 ]

(c) [Repealed, § 31 ch 59 SLA 1982.](8 1ch 98 SLA 1971; am § 1
ch 156 SLA 1972; am 88 1, 2 ch 136 SLA 1974; am § 1 ch 136 SLA
%8;2) am § 31 ch 59 SLA 1982; AS 14.40.751; am § 1 ch 158 SLA

Effect of amendments, — The 1984 the first sentence and substituted "loan
amendment, in subsection (a), added "and  fund” for "fund shall be used to make new
to pay the costs of collecting student loans ~ scholarship loans" in the second sentence
that are in default if those costs are not and "money estimated to be" for "funds"
recovered from the student” at the end of and "is" for "are” in the third sentence.



§ 14.43.095 Education 8§ 14.43.110

Sec. 14.43.095. Financial aid committee, la) The student finan-
cial aid committee is composed of the members of the Alaska
Commission on Postsecondary Education. The commission may dele-
gate its functions under AS 14.43.090 — 14.43.100 to a committee of
Its members, with augmented membership as the commission con-
siders appropriate. The executive officer of the commission is the
executive secretary of the committee. The Alaska Commission on
Postsecondary Education shall administer the program established by
AS 14.43.090 — 14.43.160.

(b) Members of the committee serve without compensation but are
entitled to per diem and travel expenses authorized by law for boards
and commissions.

(c) The committee shall make an annual report reviewing the work
ofthe committee to the governor and the legislature.

(d) The committee shall meet at least once a year. The meetings
shall be held at the call of the chairman or upon petition by two
members. (8§ 1ch 98 SLA 1971; am § 2 ch 156 SLA 1972;am § 5¢h 78
?|9_8A4)1974; am § 3 ch 136 SLA 1974; AS 14.40.753; am § 57 ch 6 SLA

Effect of amendments. — The 1984  colleges and_universities where students
amendment substituted "and the legisla-  receiving tuition grants are enrolled” in
ture" for "the legislature and the private  subsection tc).

Sec. 14.43.100. Applications, (a) Applications shall be submitted
to the executive secretary ofthe committee.

(b) A person whose loan application is not recommended or
presented to the committee by the executive secretary may appeal to
the committee through the chairman of the committee and the
committee shall consider the application. (§ 1ch 98 SLA 1971;am § 3
ch 156 SLA 1972; am § 4 ch 136 SLA 1974; AS 14.40.755; am § 58 ch
6 SLA 1984)

Effect of amendments. — The 1954
amendment deleted "or grant” following
"loan" in subsection <

Sec. 14.43.110. Undergraduate loans. The committee may make
a loan, not to exceed $6,000 in any one school year, to an undergrad-
uate student eligible under AS 14.43.125. The committee may make a
loan for a summer term, even if the total loan for the school year
exceeds the $6,000 maximum, if the loan for the summer term is
counted against the $6,000 maximum for the following school year.
(8 Lch 98 SLA 1971; am § 6 ch 136 SLA 1974; am § 1 ch 153 SLA
1978; am ii 1ch 89 SLA 1981; AS 14.40.759; am § 1 ch 34 SLA 1985)

65



§ 14.43.100 Alaska Statutes

Revisor's
AS 14.43.09
d h

tes. — The amendments of ] ]
5. cfiS)S, SLA 1074 b, (1A%Ihp fe-enaptment > ch 7-

notes. —
3.C i l§)(A§1974 fc in conflict
and § 3. ch. 136, SL/ , arfc in conflict, ioni -
the ﬁrst act rewriting the subsection to tioTnhi% Laﬁs‘oﬁ’g{etSiﬁ]%%btshegtt'ﬁﬂigcﬁOfr‘rhw
rovide that the Alaska Commresion o0 gram”was repealed by Chapter V'
oslsecondary Education will actkis the (1’930 ang Chapter 59 5|_A|%m- v
financial aid” committee, the second act jn ‘sybsection (a) AS 14431
changing the name and term of members 1443 160" was subStituted fof 4 re-,-
of the existing financial aid selection cor... o' AS14.40.750 — 14.40 806 to com’ -
B BT Sishck SN e et of el
in(tlent, and later e%fectrij\gje date of%he first Y HVisor of statutes under AS 11105

Sec. 14.43.100. Applications, (a) Applications shall be subtr.:
to the executive secretary o( the committee.

(b) A person whose loan orV-ant application is not recommenci-
presented to the committee by Une executive secretary ma?/W appe.
the committee through the chairrmhiofthe committee and the com:
tee shall consider the application. (7§ rx"n 98 SLA 1971:am * 3,
SLA 1972; am § 4 ch 136 SLA 1974; AS\14.40.755) '

Revisor's notes. — The refe ence 10 the tuitio
"grant application” in subsection ibjofthis S A 1980 and Ch
séction s obsolete in light of the repeal of

Sec, 14.43.105. Administration ofprogram. The executive m-
tary shall administer the programs subject to review by the coini,..
and in accordance with the regulations prescribed by the comm::
The promulgation of these regulations is subject to the Adminisir.i-
Procedure Act (AS 44.62), and a summarz of the regulations shu.
distributed to each applicant. (S 1ch 98 SLA 1971; am S 5 ch 13«
1974: AS 14.40.757)

Sec. 14.43.110. Undergquuate loans. The committee may n.
a loan, not to exceed 86,000 in ahglone school year, to an undercraou
student ehglble under AS 14.43.|"5.}§ 1ch 98 SLA 1971:am : «
13648%/5\9)1 74, am § 1ch 153 SLA\T8; am § 1¢ch 89 sLA 197
r40.

nt of the loan from S25(K*

Rev'sor's notes. — AS 14.43.125 was §5n86|0t00

substilued for AS 14.40.765 to conform to

the renumbering of that section by the I'A
revisor ofstatutgs under AS 01.05.0!1. "sg,oeoo" 1308} 5%”688d”%§||”§w.§3b5}‘ .
Effect of amendments. — The 1978  exceed"

amendment increased the maximum

Sec. 14.43.115. Graduat&'Joans. The committee may mak- ai
not to exceed $7,000 in ang one”chool year, to a graduate student »:
is eligible under AS 14.43.12™ abd is pursuing an advanced de."'

(3.1.6h 38 SLA 1671 am § 7 ch 136 Si<A 1974 am § 2 ch 89 SLA D-
$714.40.761)
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,f{a"r’s notes. — AS 14.43.125 was Effcc

iqtuted for AS 14.40.765 to.conform to aénen n
umbering of that section bg the  "$5,00(V

~ ofstatuteés under AS 01.05.031.
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.Lij*Ullinents in not more than 10 year?

, VVgi®ent, except as provided in (k) a:
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alodn is in default, the commis.-
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mie bo.Tower a notice by reglst
portion of a loan shall be paid or
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" fhe borrower is a resident of |
"ofthe loan that shalllbeé)a
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ptthe total Ic"i; 03
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Effect of amendments. — The 1985
amendment, effective May 24, 19S5,
added the second sentence of the section.

Sec. 14.43.115. Graduate loans. The committee may make a loan,
not to exceed $7,000 in any one school year, to a graduate student who
is eligible under AS 14.43.125 a is pursuing an advanced degree.
The committee may make a loan for a summer term, even if the total
loan for the school year exceeds the $7,000 maximum, if the loan for
the summer term 1s counted against the $7,000 maximum for the
following school year. (8 1ch 98 SLA 1971; am § 7 ch 136 SLA 1974;
am § 2ch 89 SLA 1981; AS 14.40.761; am § 2 ch 34 SLA 1985)

Effect of amendments. — The 19S5
amendment, effective May 24, 1985,
added the second sentence.

Sec. 14.43.120. Conditions of loans, (a) Proceeds from scholar-
ship loans may only be used for books, tuition and required fees, and
for room and board. _

(b) The loans may only be used to attend a career education
p~jgram or a college or university aﬁprove_d by the commission, and, if
.me loans are federally insured, by the United States Commissioner of
Education. _

SC)_TO mairtain a loan the student must continue to be enrolled as a
full-time student ir good standing in a career education program,
college or university designated under (b) of this section. The
commission shall adopt regulations defining "good standing” for
purposes of this subsection.

d) Scholarship loans may not be made t< a student

1) for more than five years of undergraduate study;

2) formore than five years of graduate study;

3) for more than a total of eight years of undergraduate and
graduate study. . _ _

(e) Loans are interest bearing while a student is enrolled under (c)
ofthis section  ” receiving a deferment of payments under (k) of this
section; howewv ,a student is entitled to have a portion of the interest
paid in accordance with (1) ofthis section. .

(f) Interest on a loan given under AS 14.43.090 — 14.43.160 is at
the rate of five percent a year unless the loan is in default. Interest on
aI%arf] tr|1tat is in default is 10 percent a year for the period the loan is
in default.

(9) Repayment of the principal and interest on the loan begins no
later than one year after the borrower's studies are terminated. The
loan shall provide for repayment of the total amount owed in periodic
installments in not more than 10 years from the commencement of
repayment, except as provided in (k) and (m) of this section. If the
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a nmission and the borrower agree to a different repayment schedule,
the borrower shall repay the loan in accordance with the agreement.
A borrower may make payments earlier than required by this
subsection.

(h) Security may not be required for the loans; however, provision
shall be made for payment ofat.torne?/ fees and costs of court if either
or both are incurred in collection of the amount owed on the loan.

(i) Ifa loan is in default, the commission shall notify the borrower
that repayment of the remaining balance is accelerated and due by
sending the borrower a notice by registered or certified mail.

(j) Aportion ofa loan shall be paid on behalfof the borro%ver by the
state if, upon completion of the course of study for which the loan was

ranted, the borrower is a resident of the state for at least two years.

he portion of the loan that shall be paid by the state is the followmg
percentages of the total loan received plus interest up to a total of 5
percentofthe total loan: .

%!% two — three years residence in the state, 10 percent;

2 tpree — four years residi ace in the state, an additional 10
percent;

(3) f?ur — five years residence in the state, an additional 10
percent;

4) five — six years residence in the state, an additional 10 percent;
5) over six years residence in the state, an additional 10 percent.
k) Periodic installments of principal shall be deferred, but interest
shall accrue and be paid unless the student is eligible for interest
payment benefits under (7) of this section during any of the following:
{1; return to student status as provided in (c) ofthis section:

2) serving an initial period of up to six years on active duty as a
member of the armed forces ofthe United States;

(3L serving, for up to three years, as a full-time volunteer under the
Peace Corps Act; _

(4) se.rvmq, for up to three years, as a full-time volunteer under the
Domestic Volunteer Service Actof1973, .

(5) for a one-time period up to 12 months in which the borrower is
seekm? and unable to find employment in the United States; or

(6) it the borrower becomes 50 percent or more disabled as certified
by competent medical authority.

(7) The state will pay the interest on that portion of a loan that is
notfederally insured during _
| (1) thg period before the beginning of the repayment period of the
0an; an

2) deferments under (k) of this section.

m) In case of hardship, the committee may extend repayment ofa
loan for an additional period of up to five years in increments no
longer than 12 months each.

(n) [Repealed by § 11 ch 89 SLA 1981
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_ (((j)) fThle provisions of (j) of this section do not apply to a loan that is
in default,

(p) For purposes of this section, a person qualifies as a resident if
the person is physically present in the state with the intent to remain
permanently in the state or, if not physically present in the state, the
person intends to return to the state and is absent due to military
service.

(q) For the purposes of this section a loan is in default if a loan
paymentis 120 or more days past due. (§ 1ch 98 SLA 1971;am § 4 ch
156 SLA 1972; am 8§ 6 ch 78 SLA 1974; am ii 8 ch 136 SLA 1974: am
88 1— 4¢h99 SLA 1977; am 8§ 3 — 8 ch 87 SLA 1979; am § 3 — 9,
11 ch)89 SLA 1981; am 8§ 2 — 4 ch 158 SLA 1954; am § 3 ch 34 SLA
1985

Alaska Statutes Supplement

Effect of amendments, — The 1984
amendment added subsection () and, in
subsection (fi, added the second sentence
and added “unless the loan is in default"
at the end of the first sentence: and, in
subsection (0), substituted "that is in
default" for “to a borrower named in a
complaint as a defendant in an action by
the state or bv the commission to secure

payment of the unpaid balance of a loan
made under AS 14.43.110 or 14.43.115."

The 1985 amendment, effective May 24.
1985, inserted "an initial period of up, to
six years" in paragraph (2> of subsection

k.. o

Editor's notes. — This section is set
out above to correct errors in the main
pamphlet.

Sec. 14.43.125. Eligibility of students, (a) A person may apply for
and obtain a scholarship loan if the person

L) is . . . .
EA) enrolled as a full-time student in a career education, associate,
baccalaureate, or graduate degree prO(t;ram; or

(B) a graduate of a high school or

he equivalent, or scheduled for

graduation from a high school within six months, with sufficient
credits to be admitted to a career education program or to an

accredited college or university;

) is not delinquent or ‘in default on a previously awarded

s
scholarship loan; and

(3) is a resident of the state at the time of application for the loan;
for purposes of this section, a person qualifies as a resident of the state
ifat the time of application for the loan the person
~(A) has been physically present in the state for at least two years
immediately before the time of application for the loan;

(B) is dependent on a parent or guardian for care, the parent or

guardian has been

present in the state for at least two years

Immediately before the time of application for the loan and the person
has been present in the state for at least one year of the immediately
preceding five years except that the commission may by a two-thirds
vote, acting upon a written appeal b?; the person, grant'an exemption
to the requirement that the person has been present in the state for
one year ofthe immediately preceding five years;
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(C) has been physically present in the state, or is a dependent of a
parent or guardian who has been physically present in the state, for at
least two years immediately before the applicant was absent from the
state and the absence is due solely to

(I) serving an initial period of up to six years on active duty as a
member of the armed forces of the United States:

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

(ii1) serving, for up to three years, as a full-time volunteer under
the Domestic Volunteer Service Act of 1973;

(iv) required medical care for the applicant or the applicant's
immediate family;

(v) being a person who otherwise qualifies as a resident and is
accompanying a spouse who qualifies as a resident under (i) — (iv) of
this paragraph;or

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

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

(i) attending a school as a full-time student;

(ii1) full-time employment by the state;

(iv) being a member of or employed full-time by the state’s
congressional delegation;

(v) being a person who otherwise qualifies as a resident and is
accompanying a spouse who qualifies as a resident under (i) — (iv) of
this paragraph.

(b) A person does not qualify as a resident of the state under this
section if the person declares or establishes residence in another state
during an absence from Alaska. (§ 1 ch 9S SLA 1971; am S 10 ch 89
SLA 1981;am § 9ch 67 SLA 19S3; am § 4 ch 34 SLA 1985)

Effect of amendments. — The 1983  dency requirement for scholarship loans
amendment, |n"para},gra§)h (2) of subsec-  provided 'by AS 14.43.125 Is declared
tion Ib) deleted "and™ following "guardian  unconstitutional or otherwise invalid by a
for care” and added the language begin-  court of competent jurisdiction, the Com-
ning "and the person has been present™at  mission on Postsecondarv Education shall
the'end of the paragraph. _ adopt regulations to impose the most

The 1985 amendment, effective May -1 stringent™ residency  requirement _allow-
1985, rewrote the section. able under the Constitution of the State of

Editor's not ' — Section 18, ch. 67, Alaska and the United States Constitu-
SLA 1983 provided: "If the two-year resi-  tion on scholarship loan applicants.”
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14.4 1.135 Education

student loan program for residents of than the average ofsimilar loans in all but
Alaska to attend colleges and universities one of the 10 western states and the

In Alaska as compared with colleges and ~ amount of the avera%e, loan for graduate
universities outside Alaska: students is the lowest in the West.
, ﬁ),the result of this lack of incentives — “i4 the funds spent on education in
is tha' 64.9 per cent of all undergraduate  Alaskan ~colieges and universities go

student loans and 92.9 percent of graduate ~ fyrther tha wﬁen the funds are spent out
student loans 6)0 to ,stuéjents atten%m col- oli state; ang P

leges and universities outside Alaska; "i5i it would be an aid to the Alaskan

'(53) the amount of the average loan to  economy If the funds in the student loan
undergraduate students attending col- program were spent for education in
leges and universities in Alaska is'lower  Alaskan colleges and universities.'

Sec. 14.43.135. Discrimination prohibited. The student loan pro-
gram shall be carried out without regard to the race, creed, sex. color,
ancestry, national origin, or membership in fraternal or golltlcal 0iba-

nizations of the student applying for the lean. <S 1ch 98 SLA 1971; AS
14.40.769)

Sec. 14.43.140. Enforceability of certain contracts with
minors. A written obligation entered into by a minor at least 16 years
ofage, evidencing a loan or other assistance received by the minor from
any person for the purpose of furthering the minors education in a
career education program or an institution of higher learning, is
enforceable a?amst the minor with the same effect as 1f the minor were,
at the time of its execution. 19 years of age, if the person making the
loan has b_efore_makln? the loan a certification from the institution
that the minor is enrolled in the institution or has been accepted for
enrollment. (§ 1ch 98 SLA 1971; AS 14.40.771)

Editor's notes. — This section was with AS 01.05.0311c) and 5 4. ch. 58, SLA
redrafted by the revisor of statytes to 982

remove personal pronouns in conformity

m V 47437160: Definrtions-InAS 11.43.090- 14.43.160
ypaptionahtechifica training"or educdtion®®§fov d by the commis-

stnHr.r,fU”ut'me stuc’ent means an undergraduate or career education

least 19 W ° 1Senro™ectan” is.in reqular attendance.at classes for .it
seme]s%el hours o cregltor%ﬁe equwaﬁen?durmg t\wesemr»trr

cl U3% s”ucenwh® * enrolled and is in reg[ular atendr.<«- .
a aes orat least nine semester hours ofcredit or the equivalent "¢

com ination ol semester hours ofcredit, or the equivalent, u*.vre

0 e requisite number of semester hours and undertaken . % . -

semester at two or more public or private institution* f ‘w-m»

education operating under a consortium constitutes luii

status;

2-1
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Sec. 14.43.130. Selection criteria. [Repealed. ( 19 ch 67 SLA 1953 ]

Sec. 14.43.160. Definitions. In AS 14.43.090 — 14.43.160

(1) ™career education” means a course or program in vocational-
technical training or education approved by the commission;

(2) "commission” means the Alaska Commission on Postsecondary
Education:

(3) "federally insured” means a loan covered by the provisions of
the Guaranteed Student Loan Program of Title IV, Part B, of the
Higher Education Act of 1965 (P.L. 89-329), as amended:

(4) "full-time student" means an undergraduate or career education
student who is enrolled and is in reqular attendance at classes for at
least 12 semester hours of credit or the equivalent during the
semester or a graduate student who is enrolled and is in regular
attendance at classes for at least nine semester hours of credit or the
equivalent; any combination of semester hours of credit, or the
equivalent, aggregating to the requisite number of semester hours
and undertaken during a semester at two or more public or private
institutions of higher education constitutes full-time student status;

(5) "school year” means the period from September 1 of one year
through August 31 ofthe following year;

(6) "summer term” means the period from June 1 — August 31.
(8 5¢ch 156 SLA 1972;am S 8 ch 78 SLA 1974; am $8 18 — 20 ch 136
SLA 1974;am § 5¢ch 136 SLA 1975; am £ 7ch 246 SLA 1976;am 5
— 7¢ch 99 SLA 1977; am § 9 ch 87 SLA 1979; am § 11 ch 89 SLA
1951; am § 59 ch 6 SLA 1984; am § 5 ch 34 SLA 1985; am S 1 ch 52
SLA 1985)

19I§§\t/05&% Sabré?}zees e de ﬁg(rjgtaer}lrﬁ%d in MThe3 1seclogns% 39?5 %mendment effeé:tlve
a eleted "operating under a
Etfect Oq A mens - con}gortlum following ' hﬁj%her egducatmn

1984
?Tnﬁ?e%ﬂ egg apart tol%neegtmragraph near the end of paragraph 4)
May 24,1985, adde(fp
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TO: Members, SenateCommittee on Health, Education and Social
Services

FROM: Committee Staff

P.E: Committee Meeting, May 9, 1PP5

CSHB 16l (FIN) Relating to the interest rate and repayment
provisions of scholarship loans; ofd

CSHB 161 (FI1*) would increase the Student Scholarship Loan Prccrf.m
cash flev.7 bv:

1) iIncreasing the interest rate from 5% to 8%;

2 rolling back the grace period (the time between graduation and
commencing repayment cf the loan); from one year to - months;

3 restructuring the repayment schedule by calculating the first:
3 payments at 5% interest rate with the additional interest
to be paid iIn later years.

el None of these provisions affect existing loans.

% A Committee Substitute has been prepared which deletes an
amendment thar was added on the House floor. The amendment has the
same affect as provided for iar. SB 17, relating to consortium
agreements, which passed the House today and has been transmitted
to the Governor®s office.



Offered: 4/29/85
Referred: Rules

Original sponsor: Binkley

IN THE HOUSE BY THE FINANCE COVMMTTEE

For

SCS CS FOR HOUSE BILL NO. 161 (Finance) am N€SS
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;

and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
'—mlSeetion 1.— A6-144¢43i120(e)—O' amendod -to--road<m

ge—a full-timo-ctudont in good Et-andj.ng-—or as—a—p-irfctxmd—sk.udant -in
gaod amending—in-more—thon one — - f»g— a— ko-kal— numbar.

---------- ey™di-t6- e”uivalont to-a—full-time--student--in-a carear education prom

*

gram) ooH-ego-»r-university d&s-i-gnated-under- () af- th-i-s-seG+i-on-. The m

p00eo-04-t:hio--oub'tHVtiraFw
Sec.Jjf. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 is
at the rate of eight [FIVE] percent a year unless the Iloan is in
default. Interest on a loan that is in default is 10 percent a year
for the period the loan is in default.

SecMvjf.  AS 14.43.120(g) is amended to read:

(9) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower's studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this

section. Interest shall accrue as provided in (f) of this section.

-1- SCS»CSHB 161(Fin) am U65S



but the borrower shall be allowed to repay the loan at a five percent

interest rate for the first three years of the repayment period, with

the extra accrued interest to be paid in later years. |If the commis-

sion and the borrower agree to a different repayment schedule, the

borrower shall repay the loan in accordance with the agreement. A

borrower may make payments earlier than required by this subsection.
*S T h i s Act takes effect July 1, 1985.

CSHB 161(Fin) am -2-



S t ate o f A 1 a s k a

POUCH V
JUNE 33ft
finance COMMITTEE
SPECIAL COMMITTEE ON " ShERIES

PO SOX TGS

BEThEﬁﬁM%Sg
Representative Johne Binkley
MEMORANDUM
TO: All Members, House of Representatives
FROM: Representative Johne Binkle
DATE: May 4, 1985
RE: CSHB 161 (Finance) - "An Act relating to the interest rate

and repayment provisions of scholarship loans; and providing
for an effective date."

The Alaska Student established in 1971 to
provide aid to Alask ow interest loans. It
is the most successful yiuyiam iu me 1ilauuu. iu maintain this program
and protect this opportunity for future generations we must make some
small changes now.

The Student Loan Program has provided loans to -more than 50,000

Alaskans since Its inception at a total investment by the state of $285
million. 16,992 students are currently receiving assistance for their
education from the program. This year the state is looking to receive
back just $10 million to help fund new applicants.

CSHB 161 (Finance) would put the Student Scholarship Loan Program on a
stronger financial base. The bill would change current regulations in the
following ways:

1. Increase the interest rate from 5% to 8%, a more realistic
interest rate and still a relatively low figure in today"s
money markets.

2. Roll back the grace period (the time between graduation
and commencing repaymentof the loan) from one year to
six months. The federal student loan program has
previously made this identical change.

3. Restructure the repayment schedule, calculating the first
three years®™ payments at a5% interest rate with the
extra accrued interest to be paid in later years. This
pian would give a break to students in their years just
out of school before most have fully established themselves
in the working market. It would also apply more value
to the forgiveness clause.



Memorandum re CSHB 161 (Finance)
May 4, 1985
Page 2

4. The forgiveness portion of the student loan program
would remain intact.

What this plan would mean to the student is that for $1,000 borrowed,
payments for the first three years would be $10.61 per month and then
$12.80 per month for the remaining seven years. At a straight 8% interest,
by comparison, payments would be $12.13 per month per $1,000 borrowed for
ten years. What this would mean to the state is a cumulative savings over
fifteen years of approximately $186 million.

I urge you to support and vote in favor of CSHB161. In a state with a
young, growing population those dollars saved will help ensure the existence
of this fine program for future students as well.

The following items are attached in further support of this bill:

Attachment Mo. CSHB 161 (Finance)
Attachment No. Sectional Analysis
Attachment No. 3 Fiscal Note
Fiscal Impact, charted by years, FY86 - FY98
Cumulative Fiscal Impact
Attachment No. Bill History - Sectional Comparison
Attachment No. Post Secondary Commission position in support
Attachment No. 6 Resolution by Associated Students of the
University of Alaska, Fairbanks
Attachment No. 7 Resolution by Student Association University
of Alaska, Anchorage

N -
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Offered: 4/29/S5
Referred: Rules

Original sponsor: Binkley

IN THE HOUSE BY THE FINANCE COMMTTEE
CS FOR HOUSE BILL NO. 161 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the interest rate and repayment
provisions of scholarship loans; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 * 14.43.160 s
at the rate of eight [FIVE] percent ayear unless theloan is in
default. Interest on a loan that is in default is 10percent a year
for the period the loan is in default.

* Sec. 2. AS 14.43.120(g) is amended to read:

(9) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower’s studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 vyears from the
commencement of repayment, except as provided in (k) and (m) of this
section. Interest shall accrue as provided in (f) of this section,
but the borrower shall be allowed to repay the loan at a five percent
inte.ast rate for the first three years of the repayment period, with
the extra accrued interest to be paid in later years. |If the commis-
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July 1, 1985.

-1- CSHB 161(Fin)
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Section 1:

Section 2:

Section 3:

Comments:

DUNCAN
CSHB 161

SECTION ANALYSIS

Raises loan interest to 8%, The current

rate is 5%, which it has been since 1971.

(@ The '"grace period”, that time after a
s+tudent ceases full-time study, is reduced
to six months. Currently, students are
given a full year before interest begins
accruing and payment begins.

() The monthly payment impact of increasing
the interest to 8% i1s delayed until the
third year of loan repayment. During the
first three years of repayment (and probably
the lowest i1ncome years for the borrowers),
the monthly payments are held at the same

rate as i1f the loan were still at 5%.

Effective date.

1. The increased interest will create
increased program receipts after FY89 (due
to the three-year monthly payment impact
delay).

t v v

ATTACHMENT NO. 2 - Page 1



2. The reduced grace period will place
borrowers into repayment six months sooner
and hence will generate additional receipts
in the early repayment cycle and balancing
lower receipts iIn the latter part of the

repayment cycle.

v v v

ATTACHMENT NO. 2 - Pn%e 2



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: 4124185

REQUEST FISCAL DETAIL
Bill/Resolution No.: CSHB 161 Agency Affected: Education
Title: Re: Student Loans Program Category Affected: Postsecondary
Education Commission
Sponsor: Binkley BRU, Program or Subprogram!s) Affected:
Requestor: House Finance Student Loan Administration
Date of Request: 4/24/85 Student Loan Program
of Dollarsl
fv 8b FY 86 Fy 87 FY 88 FY 89 FY 90
OPERATING

rU0 PLR5ONACSERVICES'
200 TRAVEL - . 60.2 B3 67.6
300 CONTRACTUAL 20.0 -®
t(00 SUPPLIES 1 Vi 9 9
500 EQUIPMENT 1.2 1.2
500 LAND 11 STRUCTURES
700 GRANTS, CLAIMS
300 MISCELLANEQUS

TOTAL OPERATING N.A. 20.0 29.7 61.6 65.0 67.8
£ CAPITAL I | fun.70 (7.774.5)1 (4.707.9H6.209.0) 1(9.629.4)]

REVENUE |

jfg#HfNﬁﬁU (Thousands of Dollarsl

T DS N.A. 178.73 f7.7UL.81 (4.146.31(6.144.0) (9,561.6)
DTHR
TOTAL
UL e
PART-TIVE N.A. 1.0 .0 2.0 r.o 2.0

[temporary
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Proposal No. 6.

Increase loan Interest to 8* beginning In FYSG. reduce orace period to six months, but maintain current monthly

payment level for the first three years of repayment, then increase payments for the last seven years®

Fiscal Impact:

(a)

BORROWING ~ YEAR Total
FY87 FY80 FY09 FYOO0 FY91 FY92 FY93 FY94 FY95 FY96 FYo7  FY9%  Impact
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Additional Administrative Cost:

(b)

The increase workload would result In the need for additional repayment staff, but.not until FY87.
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Comments:

1.

The $20.0 in contractual is for modifying the existing student
loan on-line system to accommodate for individuals with loans
carrying varying interest rates.

The monthly payments for borrowers would change upward the last

seven years of the repayment cycle. Examples of the repayment
schedule are:

Loan Amount Current 5% Delaved &%
$ 1,000 $ 10.61 $ 10.61/$ 12.80
$24,000 $254.56 $254.56/8306.89

Forgiveness woulo be applied as it is now, with the State paying
on behalf of the borrower up to 50% of the principal and
interest accrued. Hence, the delayed impact of the 8% interest
will actually provide a small additional incentive for
fora™'veness (about $26 on a $24,000 loan).

T y v
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CUMULATIVE FISCAL IMPACTS

CSHBI61 (Finance) Delayed 8% and 6 month grace period

ONE YEAR FIVE YEARS TEN YEARS FIFTEEN YEARS

48-7 22,369.5 93,397.6 186,015.3

v v r
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HOUSE BILL 161

Original Bill

Raises Interest rates on
loans from 5% to 8%.

Changes eligibillty—adds
applicant must have graduated
within one year, be within

6 months of graduating, or
demonstrated financial need.

If study Interrupted for

more than two years a new
loan could be obtained only
If financial need is shown.

A technical amendment clari-
fying the conditions for
repayment of the rural teachers
loans, and allowing the forgive-
ness portion to continue for
these loans.

Keeps the interest rate for Sec.
teachers scholarship loan at

5% unless it is in default.

Repeals the forgiveness Sec.

portion of the student
scholarship loan.

Specifies when and for whom * Sec.

new eligibility requirements
a{)ply. Must be newl?/ %radu-
ated “from high school, have
applied within one year of
graduation and not’interrupted
studies for more than 2 years.

Effective date: July 1, 1985

Sec.

* Sec.

* Sec.

‘Sec.

Loans Committee Substitute

1  Raises interest rate to 8%.

2(k) Limits the amount of time a
person can defer principal
payments while in the military
up to 6 years.

3 Repealed and reenacted. Adds
rovision that a person cannot
e delinquent or in default on

a loan.

Grants exemptions for absences
from th* state under certain
describ J conditions.

4 Repeals the forgiveness,

5  Makes forgiveness repealer take
effect September 1, 1990.

6 Increases interest rate as of
July 1, 1985.

7 Makes new eligibility and_limits
on military service effective

* Elements of HB 185 which were
incorporated into CSHB161

NOTE:

By eliminating Sec. 4 of HB 161
the committee substitute in
effect raises interest rates

oln rural teacher loans to &%
also.

ATTACHVENT NO. 4

Sec. 1

Finance Committee Substitute

Raises Interest rate to 8%

Sec. 2(g) Reduces grace period from one

Sec. 3

MOTE:

year to six months.

Interest accrues at 8% but
goayment_s are calculated at
0% for first three years with
extra accrued interest to be

...paid in later years.

Effective date: July 1, 1985

HB 185
Loans C

rovisions included in
were removed and

passed out as HB 185 independeni

of CSHB161 (Finance).



CSHB 161

Summary: The bill accomplishes three things:
1. interest on student loans is raised to 8% (Sec. 1);

2. the "grace period”, after ceasing full-time study, is reduced to
6 months (Sec. 2); and

3. the impact of increased interest on increased monthly payments
is delayed until after the first three years of repayment.

Need:

-1. Interest on Alaska Student Loans has been at 5% since 1971. At
this low rate, there 1is no reason not to borrow as much as
possible, that is, the loan rate is less than what is paid on
regular bank savings accounts. Additionally, the federal
student loan rate is 8%. This change brings Alaska®s loan
program more closely in line with that available to students in
the rest of the nation.

2. Reducing the grace period to 6 months has a large fiscal
impact. It places borrowers into repayment earlier, and hence,
greatly enhances program receipts (see fiscal note).

3. Rather than uniformly increasing the monthly payments for
borrowers as a result of increasing interest, this bill allows a
borrower®*s payments to remain at the same level as if it were a
5% loan for the first three years of repayment. Then, after the
person is more settled and, hopefully, better able to pay, the
monthly payments are adjusted upward.

Comments:

1. The Commission on Postsecondary Education endorses this bill and
has requested, by resolution, that interest be raised to 8%.

2. There 1is some administrative cost associated with reducing the
grace period (see fiscal note). This reflects the fact that

about 20,000 accounts will be shifted forward in the repayment
cycle over the next few years.

ATTACHVENT NO. 5
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University of Alaska-Fairbanks

Associated Students of the University of Alaska
Wood Center

Fairbanks. Alaska 99701 (907) 474+735:

- «

SENATE BILL 83

Introducedi 4/28/85 BY KNOX

IN THE SENATE

BE IT RESOLVED BY THE ASUA SENATE " = ‘
. WHEREAS a finance Eub-committee has produced a proposed substitute
bill for HB161, a bill relating to the student loan program; and
WHEREAS this substitute motion raises the interest rate from five
to eight percent and reduces the grace period from twelve to six months,
but leaves the forgiveness clause intact; and
. WHEREAS the Legislative Council of ASUA, as well as student represent—
atives of UAA, ACC, and UAJ have expressed some amount of support for this
proposed substitution; and
WHEREAS members of the Alaska Legislature have requested chat ASUA
take a formal stand; therefore
BE IT RESOLVED that ASUA accepts and endorces the proposed conr.ittee
substitute of HB161 (Fin) in lieu of the original bill.
COPIES of thi9 motion will be sent to Rep. Johne 3inkley, Rep. Al Adams,

Rep. Don Clocksin, Rep, Terry Martin, and Rep. Niiln Koponen,

fi SB

Date

Senate Clerk Date

ASUA President



By: Legislative Affa.
Date: 18 March 1985
Referred:

SENATE RESOLUTION # 38

Be it enacted in the Senate of SAUAA:

Whereas; 16 House Special Committee on State Loans has addressed

the majority of the criticisms of HB161 that have been expressed by
students, and

Whereas; CSHB161 removes the discrimination against non-traditional
students, the financial needs requirement, and postpones the repeal

of the forgiveness clause until 1990 that was incorporated in the original
bill, and

Whereas; these two changes are changes “n which students can live with
and absorb,

Be 1t resolved, that SAUAA formally support CSHB161 as written,
in order to promote a self-sufficient loan program.

CC: AIll members of the State House
All members of the state Senate
Governor Bill Sheffield
ACCSA
UASA
Dave Hayse Leg. Affairs Coordinato.
UAJ Student Government.

The Anchorage Times
The Anchorage Daily News
KENI Radio- Wayne Maloney

This act i1s to take effect immediately , contingent upon results of Information

Day survey.
Approved £2. A/ldrch
Failed
Withdrawn
f .

/N /pbger S/chman n
President, SAUAA

ATTACHMENT NO.- 7 Page 1



FINAL RESULTS OF UAA INFORMATION DAY SURVEY

1. To continue to make the Alaska Student Loan Program available,
would you support an interest rate increase from 5 percent to 8 percent?

# OF SURVEYS SUPPORT OPPOSE MAYBE/NO COGENT
355 247 87 21
SURVEY PERCENTAGE
# OF SURVEYS SUPPORT OPPOSE MAYBE/NO COMMENT
355 69.58% 24.51% 5.92%
RESPONSE PERCENTAGE
#OF RESPONSES / .SUPPORT OPPOSE
334 26.05%

2. IT the Forgiveness Clause of the Alaska Student Loan Program were
discontinued would you stay in Alaska after graduation?

# OF SURVEYS YES NO MAYBE/NO COGENT
355 177 120 58
SURVEY PERCENTAGE
ft oF SURVEYS YES NO MAYBE/NO CQNMENT
355 49.86% «33.80% 16.34%
RESPONSE PERCENTAGE
# OF RESPONSES NO
297 40.40
3. In face of budget cuts, would you support an increase in tuition?
# OF SURVEY"S SUPPORT OPPOSE MAYBE/NO COMAENT
355 163 168 24
SURVEY PERCENTAGE
# OF SURVEYS SUPPORT OPPOSE MAYBE/NO COMMENT
7S 45.92% 47 .32% 6.76
RESPONSE PERCENTAGE
H OF RESPONSES SUPPORT OPPOSE
331 49.24% 50.76%
T v
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Dally News-Miner, Fairbanks, Alaska, Sunday, May J, 198S-A-7
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Senate takes hard look
at student loan aid cuts

JUNEAU (AP)-The Alaska
Senate is telling college students
they'd better talk now about the
least harmful of financial aid cuts,
hecause the cuts are inevitable.

“They should know we'll be out
of money hy August,_” Sen, Bettye
Fahrenkamp, D-Fairbanks, told
student leaders who came to
Juneau on Tuesda)( to testify on a
measure (HB161) to
dent loan amounts and increase
their interest rates. _

The Senate Health, Education
and Social Services Committee,
which FahrenkamP heads, is
trying to find the least painful way
to-make up for financial shortfalls
that are strangling the Alaska Stu-
dent Loan Program. The crux of
the dilemma is how much the state
has to hurt all students who depend
on the loans inorder to help every-
one who applies for them.

The Alaska Commission on Post-
secondary Education believes the
loan program will be short $7 mil-
lion in the 1986-87 school year, and
aIread}/ the program *as turned
away 1410 potential students who
sou%ht loans this year. _

"Those 1,410students are very in-
volved In the intent behindthe
(bill),” Fahrenkamp said.

The program has run out of
money each of the last three school
years. For the first time this fall, it
will be broke before the school year
begins, unless the Legislature finds
some way to cut_loan amounts be-
fore August, said Kerry Romes-
burg, executive direcfor of the
Alaska Commission on Postsecon-
dary Education.

The money-saving measure_now
before the education committee
calls, for cuttm% the yearly loan
maximum to $5500, from the cur-
rent $6,000 for undergraduate and
$7,500 for graduate students. It also
would inCrease the interest rate
from 5 percent to 8 percent.

Several student rqroups have
_{JroPosed a two-tier foan éJrogram
ithat would ?we $4,000 at 8 percent
linterestto all students, and another

decreade stu-

§3.000 at 5 percent to those who
rove financial need, said Steve
ole, a student at the University of

Alaska-Juneau. N
All students who testified oppose

settm? graduate loan caps at the

same level as u,nder?raduat_e loans.

“The reduction of $1,500 is quite
dramatlc,_esPemaIIy for students
who are in the middle of their
graduate programs,” said Lesa

tebbens, of the University of Alas-
ka-Anchorage student association,

Stebbens and others pointed out

that Alaska has few raduatepro?-

rams in the state, f"rcing students
togo elsewhere atgreater expense.

regulation requiring students
to kick” in $500 toward college ex-
penses before getting a state loan
was passed by"the commission in

December and would save an esti-

SEN. BETTYE
FAHRENKAMP
Out ofmoney

mated $ million, Romeshurg said,
but the regulation could be shot
down by thé LeP!sIature because of
arguments that'it hurts Alaska col-
leges and universities.



WIRK DRAFT WIRK CRAFT

Original sponsor: 3inkley

3Y THE HEAL EDUCATION
IN THE HOUBE SOCIAL SERV COMWITE

SENATE CS FCR CS FOR HOUBE 3ILL NO 16! (2d HESS)
IN THE LEGISLATURE CF THE STATE CF ALASKA
FOURTEENTH LEGISLATURE - SEGOND SESSION
A3ILL
For an Act entitled: "An Act relating to the interest rate, loan con i
tions and repayment provisions of scholarship lea
and providing for an effective dace.”
3E IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 14.43.110 is amended to read:

Sec. H.A3.110. UNDERGRADLAIE LOANS.  The committee may meki
loan, not to exceed S5,500 (S6.000) in any one schooL year, to
undergraduate student eligible under AS 14,A3.125. The committee t
meke a loan for a summer term, even if the total loan for the schc
year exceeds the S5.500 [S6.000] meximum,  if the loan for the s'—
term is counted against the S5.500 [S6.000] meximum for the follcvi
school year.

* Sec. 2. AS 14.43.115 is amended co read:

Sec. 14.43.115. CRADUATE LOANS. The committee nmay cake a loa
not to exceed S5.500 (S7.0001 in any one  school year, co a gracua
scudenc who is eligible under AS 14.43.125and is pursuing an advar.c
degree. The committee may meke a loan for a summer term, even if t.
total loan for the school year exceeds the 55,500 [S7,000> maximum,
Che loan for the summer term is counted against the S5.500 (S7,0Cf
meximum for Che following school year.

* Sec, 3. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 i

at the race of eight (FIVE) percent a year unless the loan is i

default. Interest on a loan that is in defaulc is 10 percent a yea
rcua yc't0* urr-»
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2411
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WORK BDRAFT

for the period Che loan is in defaulc.
* Sec. 4. This Acc cakes effecc July 1 1gg6.

SCS CSHB 161(2d HESS)

WIRK DRAFT

WORK



Senate HESS Committee
March 3, 1986

FISCAL IMPACTS OF SCS CSHB 161 (2d HESS)
D INCREASED INTEREST RATES

Year 6.5% ii
FY87 N_A. N.A.
FY88 $ -0~ $ -0-
FY89 108. 8 217.5
FY90 325.8 651.6
FYol 658. 1 1,316.2
FY92 1,160.0 2,319. 9
FYo93 1,697.5 3,395.0
FYo4 2,233.1 4,466. 2

NOTE: Average loan award 1is $4500. $100,000 will serve

approximately 22 students.
Effect of Increased Interest on Monthly Payments

An Increase In the interest rate from 5% to 6.5% wouldresult in
an increase in monthly payments by $00.68 per; $1000.

An increase iIn the interest rate from 5% to 8% wouldresult 1iIn an
increase in monthly payments by $1.37 per $1000.

Loan Amount Monthly Payment at Sk at 6.5% at
$1000.00 $10.61 $ 11.29 $ 11.98

6000.00 63.66 67.74 71.88
10000.00 106.10 112.90 119.80
20000.00 212.13 225.80 239.60

2) REDUCING UNDERGRADUATE LOAN MAXIMUM

Reduction Annual Savings # of Students Served

$ 500.00 $2.5 million 555

)] REDUCING GRADUATE LOAN MAXIMUM

Reduction Annual Savings # of Students Served

$1500.00 $500,000. i

i) STUDENT CONTRIBUTION TO ELIGIBLE COSTS

# of Students Served

Contribution Annual Savings

$ 500.00 $4.0 million 889
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United Campuses of Alaska

Seven of the nine charter member campuses of the United Campuses of
Alaska student organization met March 13 and 14 in Anchorage. A list of
approved recommendations and endorsements resulted from these
deliberations concerning the Alaska Scholarship Loan Program and HB 161.
The representatives of the United Campuses respectfully submit this list
to the Health, Education and Social Services Committee membership for
consideration. Please accept the thanks of the United Campuses of Alaska

for the HESS Committee's cooperation and forbearance.

SUGGESTED ACTIONS AND RECOMMENDATIONS CONCERNING HB 161
AND THE SCHOLARSHIP LOAN PROGRAM

1 Reduce the loan maximum from $6000 to $5500 for undergraduates and
from $7000 to $6500 for graduate borrower”.

Comments: While the UCA feels that this action represents a less than
perfect method for redistributing funds to meet current loan program
demand, it is felt that this action is the most effective way of meeting
the short-term loan program shortfall and will have a minimal negative
on the average loan recipient.

2. Increase the interest rate on loans to students attending out-of-state
postsecondary institutions from 5% to 8%.

Comments: In the spirit of encouraging attendence at Alaskan post-
secondary institutions, the United Campuses representatives feel
strongly that this differentiated interest rate should be applied to
out-of-state loans.

3. Recommend that the HESS Committee request that the Alaska
Commission on Post-Secondary Education compile further information
which examines the effects of more restrictive authorization
requirements for proprietary schools which currently benefit from the
receipt Alaska Student Loan program funds.



A. By 1991, restrict the funding of out-of-state loans* Applicants must
meet one of the following three criteria in order to qualify for a loan to
be used for attending an out-of-state institution:

- The program attended must not be offered by an "in-state" institution
R
- The applicant must be a graduate of an Alaskan High School
R
- The applicant must have completed a minimum of sixty (60) credit
hours of instruction at an Alaskan Institution.

5. Institute a $10 per applicant annual ""application processing fee*.

Comments: It is the UCA% intention that the fee receipts could be used
to offset the cost of planning for further modifications in the student
loan program (re; the "1991“plan, etc.) It was further intended that
provision for waiving this fee be made under circumstances where the
applicant is incapable of payng the $10.

6. Request that the Legislature, in cooperation with the Alaska
Commission on Post-Secondary Education and student loan recipients
develop a plan for the delivery of a'needs* based" loan program.* The
plan for this program is to be presented to the Legislature by January
15, 1987 for further consideration.

7. Request that the Alaska Commision on Post-Secondary Education
require that each applicant for a Scholarship Loan simultaneously file aj
FAF (Federal Aid Formi a copy of which would be sent to each campus’
student financial aid officer to serve as an additional aid for securing
other financial aid when possible.

Comments: The United Campuses recognize that currently, it is
extremely easy to obtain the Alaska student loan and that often times,
loan recipients view the ASL as the 'sole source™ of financial
assistance for attending college. The UCArepresentatives feel that
requiring the filing of this form could possibly open the door to other
grants and loans. The representatives also felt that this requirement
would possibly discourage potential abuse of the student loan program
by reasoning that those applicants that will not go to the trouble of
filing the FAF aren truly in need of the assistance.



REPRESENTATIVES TO THE UNITED CAMPUSES OF ALASKA MEETING
MARCH 13,14,15:

Karen Yetka - Coordinator for the United Campuses of Alaska
University of Alaska at Fairbanks

Box 1069

Fairbanks, Alaska 99775

Phone: 474-7355

Steve Cole - Co-Coordinator for the United Campuses of Alaska
University of Alaska at Juneau

11120 Glacier Highway

Juneau, Alaska 99801

Phone: 789-4537/789-9141

Francis Longshore - Chair; United Campuses Council
Islands Community College

Box 1767

Sitka, Alaska 99835

Phone: 747-6653

Mike Bowlin - UCA Representative to University Statewide Assembly
Ketchikan Community College

Box 8871

Ketchikan, Alaska 99901

Phone: 225-9760

Virginia Belknap

Anchorage Community College
2533 Providence Drive
Anchorage, Alaska 99508
Phone:786-1220

Susan McKinnon

University of Alaska at Anchorage
3211 Providence Drive
Anchorage, Alaska 99508

Susan Ness

Prince William Sound Community College
Box 1961

Valdez, Alaska 99686

Phone: 835-2627
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April 24, 1986

Senator Frank Ferguson
State of Alaska

P.O. Box V

Juneau, Alaska 99811

Dear Senator Ferguson:

We have run several different scenarios as to the level of bonds
that can be financed on a sustained basis versus the terms on the
loans and have found the following results:

Leaving the student Loan Program exactly like it is with a %
interest rate and forgiveness clause allows us to sell $40
million worth of bonds per year on a sustained basis assuming
there are $80 milllion in loans to be funded each year.

If the interst rate is raised from Soto 8% $45 million of
bonds can be sold with a $35 million equity contribution to the
general fund.

If the state abolishes forgiveness onthe student loans, the
ratio is $48 million of bonds and $32 million of appropriation.

If the state abolishes both the forgiveness clause and charge
8%, $55 million in bonds could be financed with a $25 million
general fund contribution.

Yours Truly,

JOHN NUMEEN & CO. INCORPORATED

Sterling Gallagher
Vice President



ALASKA COMMISSION ON POSTSECONOARY EDUCATION
ALASKA STUDENT LOAN PROGRAM
SERIES 1906 VARIABLE RATE DEMAND BONDS
ANALYSIS OF AMORTIZATION

YEAR
ENDING
6/30

1987
1988
1989
1990
1991
1998
1993
1994
1995
1996
1997
1998
1999
8000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

NEU BOND
LOANS
MADE

40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000
40,000,000

EQUITY i
RECYCLED
LOANS ADE

42,912,599
44,030,779
45,307,660
46,680,866
48,097,170
49,527,857
50,934,326
52,253,711
53,401,266
54,309,836
54,986,002
55,486,034
55,856,535
56,131,143
56,361,994
56,566,545
56,752,291
56,920,303
57,068,318
57,192,045
57,297,588
57,381,372
57,446,204
57,499,011

COLLECTIONS
ON PRIOR
LOANS &

14,547,599
20,152,279
25,396,203
29,461,182
31,071,125
31,077,952
30,504,435
29,184,877
26,901,710
23,29V,945
18,406,869
12,546,025
7,024,621
2,642.964
649,219
146,531

0

OO O O o oo

COLLECTIONS
ON HEN BOND
LOANS «

0

0

544,890
1,888,954
4,504,428
7,882,749
11,442,700
15,075,304
18,707,907
22,340,510
25,973,114
29,605,717
32,693,430
34,981,970
35,999,099
36,253,381
36,326,033
36,326,033
36,326,033
36,326,033
36,326,033
36,326,033
36,326,033
96,326.033

CASH FLOW COVERAGE FACTORI
VARIABLE RATE DEMAND BONO INTEREST RATE)
DEFAULT RATE ON NEW LOANSt

COLLECTIONS
ON EQUITY
LOANS h

0

0

584,567
2,041,730
4,902,617
8,661,656
12,724,191
16,985,530
21,373,648
25,888,800
30,527,019
35,278,292
39,542,984
43,014,710
45,144,176
46,421,632
47,430,258
48,266,769
48,998,285
49,621,511
50,138,555
50,557,339
50,891,171
51,156,477

* Collections on Prior Loans are based on 4/17/86 projections.
i* Col lectins on Hew Loans reflects Forgiveness on 15X of expected repaynenls.

OUTSTANDING
PRINCIPAL

40,000,000

72,365,000
103,480,000
132,610,000
159,160,000
182,695,000
202,870,000
219,420,000
232,370,000
242,025,000
249,010,000
253,990,000
257,445,000
259,785,000
261,255,000
261,950,000
261,890,000
261,075,000
259,510,000
257,205,000
254,170,000
250,420,000
245,960,000
240,785,000

INTEREST

4,000,000

7,236,500
10,348,000
13,261,000
15,916,000
18,269,500
20,287,000
21,942,000
23,237,000
24,202,500
24,901,000
25,399,000
25,744,500
25,978,500
26,125,500
26,195,000
26,1e9,000
26,107,500
25,951,000
25,720,500
25,417,000
25,042,000
24,596,000
24,078,500

1.25

10.00X
15.00X

PRINCIPAL
RETIREMENT

7,635,000

8,885,000
10,870.000
13,450,000
16,465,000
19,825,000
23,450,000
27,050,000
30,345,000
33,015,000
35,020,000
36,545,000
37,660,000
38,530,000
39,305,000
40,060,000
40,815,000
41,565,000
42,305,000
43,035,000
43,750,000
44,460,000
45,175,000
45,905,000

ENDING
PRINCIPAL
BALANCE

32,365,000

63,480,000

92,610,000
119,160,000
142,695,000
162,970,000
179,420,000
192,370,000
202,025,000
209,010,000
213,990,000
217,445,000
219,785,000
221,255,000
221,950,000
221,890,000
221,075,000
219,510,000
217,205,000
214,170,000
210,420,000
205,960,000
200,785,000
i94,e€0,000



ALASKA COMMISSION ON POSTSECONOARY EDUCATION
ALASKA STUDENT LOAN PROGRAM
SERIES 1986 VARIABLE RATE DEHAND BONDS

ANALYSIS OF AMORTIZATION (FUTURE LOANS AT 0X)

YEAR
ENDING
6/30

1987
1988
1989
1990
1991
1992
1993
199A
1995
1996
1997
1998
1999
2000
2001
£002
2003
2004
2005
2006
2007
2008
2009
2010

NEW BOND
LOANS
HADE

95,000,000
95,000,C00
95,000,000
95,000,000
95,000,000
95,000,000
95,000,000
95,000,000
95,000,000
95,000,000
45,000,000
43,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000
45,000,000

EQUITY 1
RECYCLED
LOANS MADE

37,912,599
39,030,779
40,342,944
41,801,480
43,380,487
45,024,450
46,666,137
40,223,146
49,622,038
50,785,635
51,730,074
52,509,021
53,121,077
53,603,318
53,966,614
54,257,251
54,526,608
54,763,157
54,979,318
55,170,480
55,330,953
55,463,959
55,574,578
55,667,252

COLLECTIONS
ON PRIOR
LOANS &

14,547,599
20,152,279
25,396,203
29,461,182
31,071,125
31,077,952
30,504.435
29,184,877
26,901,710
23,297,945
18,406,869
12,546,025
7,024,621
2,642,964
649,219
146,531

OO OO oo o

COLLECTIONS
ON NEU BOND
LOANS h

0

0

705,422
2,445,462
5,831,487
10.205,102
14,813,857
19,516,669
24,219,481
28,922,293
33.625,104
38,327,916
42,325,306
45,288,078
46,604,865
46,934,062
47,028,118
47,028,118
47,028,118
47,028,118
47,028,118
47,028,118
47,028,118
47,028,118

CASH FLOW COVERAGE FACTOR)
VARIABLE RATE DEMAND BOND INTEREST RATE)
BEfoULT RATE ON NEU LOANS:

COLLECTIONS
ON EQUITY
LOANS <t

0

0

594,319
2,077,936
4,994,376
8,936.896
13,008,345
17,409,100
21,972,348
26,702,897
31,598,601
36,649,579
41,245,149
45,070,876
47,560,530
49,204,658
50,593.490
51,783,039
52.859,700
53,801,362
54,608,835
53,279,841
55,836,960
56,294,634

| Collections on Prior Loans are based on A/17/B6 projections,
Collections on New loans reflects Forgiveness on 15X of expected repayments.

OUTSTANDING
PRINCIPAL

45,000,000

B2,865,000
120,030,000
155.680,000
189,065,000
219,455,000
246,305,000
269,275,000
288,315,000
303,675,000
315,905,000
325,595,000
333,140,000
338,980,000
343,480,000
346,980,000
349,650,000
351,530,000
352,635,000
352,990,000
352,630,000
351,590,000
349,905,000
347,605,000

INTEREST

4,500,000

8,286,500
12,003,000
15,568,000
18,906,500
21,945,500
24,630,500
26,927,500
28,831,500
30,367,5C0
31,590>500
32,559,500
33,314,000
33,898,000
34,340,000
34,698,000
34,965,000
35,153,000
35,263,500
35,299,000
35,263,000
35,159,000
34,990,500
34,760,500

1.25
\c\m

15.00X

PRINCIPAL
RETIREMENT

7,135,000

7,835,000

9,350,000
11,615,000
14,610,000
18,150,000
22,030,000
25,960,000
29,640,000
32,770,000
35,310,000
37,455,000
39,160,000
40,500,000
41,500,000
42,330,000
43,120,000
43,895,000
44,645,000
45,360,000
46,040,000
46,685,000
47,300,000
47,895,000

ENDING
PRINCIPAL
BALANCE

37,865,000
75,030,000
110,680, (00
144,065,000
174,455,000
201,305,000
224,275,000
243,315,000
250,675,000
270,905, 000
280,595,000
2ea,140000
293,960,000
298,480,000
301,980,000
304,650,000

306,530,000
307,635,000

307,990,000
307,620,000
306,590,000
304,905,000
302,605,000
299,710,000
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IN THE BY
BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to student loans; creating
the Alaska student Loan Corporation; and
providing -or an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 14.42 is amended by adding new sections to

read:
ARTICLE 2. ALASKA STUDENT LOAN CORPORATION

Sec. 14.42.100. CREATION OF ALASKA STUDENT LOAN
CORPORATION. There is created the Alaska Student Loan Corporation.
The corporation is a public corporation and government
instrumentality within the Department of Education but having a
legal existence independent of and separate from the state. The
corporation may not be terminated as long as it has bonds, notes or
other obligations outstanding. Upon termination of the corporation,
its rights and property pass to the state.

Sec. 14.42.110. PURPOSE OF CORPORATION. The purpose of
the corporation is to improve higher educational opportunities of
residents of Alaska in accordance with the provisions of this
chapter.

Sec. 14.42.120. CORPORATION GOVERNING BODY. (a) The
corporation shall be governed by a board of directors consisting of
four individuals serving on the Commission of Postsecondary
Education pursuant to AS 14.42.015(a) (1) - (2), (4)—6) and (8),
and one member appointed under AS 14.42.015(a)(3). Members of the
board serve without compensation but are entitled to per diem and
travel expenses as may be authorized by law for boards and
commissions.

Sec. 14.42.130. MEETING OF THE BOARD. (a) The board shall
elect a chairman from among the membership at its annual meeting
each year. A majority of the memhers constitute a quorum for
organizing the board, conducting its business and exercising the
powers of the corporation. The board shall meet at the call of its
chairman and at such other times as the board may determine in
accordance with its regulations.

(b) The board may meet and transact business by electronic
media if

(1) public notice of the time and locations where the
meeting will be held by electronic media has been given in the same
manner as if the meeting were held in a single location;

(2) participants and members of the public in
attendance can hear and have the same right to participate in the
meeting as if the meeting were conducted in person; and

(3) copies of pertinent reference materials,
statutes, regulations, and audiovisual materials are reasonably
available to participants and the public.

(c) A meeting by electronic media as provided in this



section has the same legal effect as a meeting in person.

(d) For purposes of AS 14.42.100 - 114.42.310. public
notice of 24 hours or more; is adequate notice of a meeting of the
board at which the issuance of corporation bonds is authorized.

Sec. 14.42.140. MINUTES OF MEETINGS. The board shall
keep minutes of each meeting and send a certified copy to the
governor and to the Legislative Budget and Audit Committee.

Sec. 14.42.150. ADMINISTRATION OF AFFAIRS. The board
shall manage the assets and business of the corporation and may
prescribe, amend and repeal bylaws and regulations governing t'.e
manner in which the business of the corporation is conducted and the
manner in which its powers are exercised in accordance with the
administrative procedures act AS 44-160. The board shall delegate
supervision of the administration of the corporation to the
executive director of the corporation.

Sec. 14.42.160. EXECUTIVE DIRECTOR. The corporation shall
employ an executive director, who may not be a member of the board.
The executive director shall be the executive director of the
Commission on Postsecondary Education appointed under AS 4:42.040a.

Sec. 14.42.170. EVPLOYMENT OF PERSONNEL. The board may
appoint other officers and engage professional and technical
advisors as independent contractors. The executive director may
. hire employees of the corporation and, subject to the approval of

the board, engage professional and technical advisors under contract
with the corporation. The boar! shall prescribe the duties and
compensation of corporation personnel, including the executive
director.

Sec. 14.42.190. EXECUTIVE BUDGET ACT. The operating
budget of the corporation is subject to the Executive Budget Act (AS
37.07).

Sec. 14.42.200. EXECUTIVE POWERS. In addition to other
powers granted in this chapter, the corporation may

(1) sue and be sued in its own name;

(2) adopt an official seal;

(3) adopt bylaws for the regulation of its affairs and the
conduct of its business;

(4) employ fiscal consultants, attorneys, and such other
consultants and employees as may be required in the judgment of the
corporation, and fix and pay their compensation from money available
to the corporation;

(5) make and execute agreements, contracts and other
instruments necessary or convenient in the exercise of the powers
and functions of the corporation under this chapter, including
contracts with any person, firm, corporation, governmental agency or
other entity;

(6) receive, administer, and comply with the conditions
and requirements respecting any appropriation or gift, grant or
donation of property or money;

(7) acquire real property, or any interest in real
property, in its own name, by purchase, transfer or foreclosure,
when the acquisition is necessary or appropriate to protect any loan
in which the corporation has an interest; sell, transfer and convey
any such property to a buyer; and, if the sale, transfer or



conveyance cannot be effected with reasonable promptness or at a
reasonable price, rent or lease the property to a tenant pending the
sale, transfer or conveyance;

(8) borrow money as provided in this chapter to carry out
and effectuate its corporate purposes and issue its obligations as
evidence of any such borrowing;

(9 include in any borrowing the amounts necessary to pay
financing charges, interest on the obligations for a period not
exceeding one year after the date on which the corporation estimates
funds will otherwise be available to pay the interest, consultant,
advisory and legal fees and such other expenses as are necessary or
incident to this borrowing;

(10) invest or reinvest, subject to its contracts with
noteholders and bondholders, any money or funds held by the
corporation in any obligations or other securities authorized under
AS 37:10:070.

(11) collect from a borrower amourts owed with respect to
a student loan the corporation has purchased or made;

(12) gather information on loans available to residents of
Alaska attending or planning to attend an eligible institution and
disseminate the information to reasonably assure that qualified
students are aware of financial resources available to those
attending or desiring to attend an eligible institution;

(13) require an eligible institution or eligible lender to
file reports with the corporation as the corporation considers
necessary for the effective performance of its duties and publish
the information form the reports or other sources as the corporation
considers necessary;

(14) service student loans held by the corporation;

(15) except as specifically prohibited by law, obtain
information from a state agency or instrumentality or other source
to verify information submitted by or on behalf of a student
applying for or receiving assistance from the corporation;

(16) make or participate in the making of and purchase or
participate in the purchase of student loans;

(17" contract in advance for the purchase or sale of
student loans;

(18) sell or participate in the sale, either public or
private and on terms authorized by the board, or student loans to
the Student Loan Marketing Association or to other purchasers;

(19) collect and pay resonable fees and charges in
connection with the purchase, sale, and servicing of student loans,

(20) enter into agreements with the federal government
(including guaranty agreements and supplemental guaranty agreements
as described in the United States Higher Educaiton Act of 1965) as
necessary to provide for the recipt by the corporation of
administrative allowances and other benefits available under the
United states Higher Education Act of 1965;

(21) enter into contracts with lenders upon terms and
conditions agreed upon between the corporation and the lenders,
which terms and conditions may reflect the requirements of the
United States Higher Education Act of 1965;

(22) enter into contracts with institutions upon the terms
and conditions agreed upon between the corporation and the



institutions, which terms and conditions may reflect the
requirements of the United States Higher Education Act of 1965;

(23) administer federal money allotted to the state with
respect to insured student loans and related administrative costs
and other matters;

(24) consent to the modification of the rate of interest,
time of payment of an installment of principal or interest, or other
terms of a student loan made or purchased by the corporation;

(25) procure insurance against any loss in connection with
the operation of its programs under this chapter;

(26) provide advisory services to borrowers and other
participants in the corporation's programs under this chapter;

(27) do all acts and things necessary, convenient or
desirable to carry out the powers expressly granted or necessarily
implied in this chapter.

(28) Sec. 14.42.210. STUDENT LOAN FUND. (a) The student
loan fund is established in the corporation. The student loan fund
is a trust fund for the uses and purposes of AS 14.42.010-310. The
student loan fund consists of money or assets appropriated or
transfered to the corporation and other money or assets deposited in
it by the corporation.

(b) Money and other assets of the student loan fund
may be used to secure bonds of the corporation in the types of
investments under AS 37.100.070 A or shall be used to make or
purchase loans approved under AS.14.43.090-160.

Sec. 14.42.220. BONDS OF THE CORPORATION. (a) Subject to
(g) of this section, the corporation may borrow money and may issu”
bonds, including but not limited to bonds on which the principal and
interest are payable, (1) exclusively from the income and receipts
or other money derived from the loans financed with the proceeds of
the bonds, (2) exclusively from the income and receipts or other
money derived from designated loans whether or not they are financed
in whole or in part with the proceeds of the bonds, or (3) from its
income and receipts or other assets generally, or a designated part
or parts of them.

(b) Bonds shall be authorized by resolution of the
authority, and be dated and shall mature more than 20 years from the
date of its issue. Bonds shall bear interest at the rate or rates,
be in the denominations, be in the form, either coupon or
registered, carry the registration privileges, be executed in the
manner, be payable in the medium of payment, at the place or plac s,
and be subject to the terms of redemption which the resolution or a
subsequent resolution may provide.

(c) AIll bonds, regardless of form or character, shall be
negotiable instruments for all the purposes of the Uniform
Commercial Code.

(d) AIll bonds may be sold at public or private sale in the
manner, for the price or prices, and at the time or times which the
corporation may determine.

(e) Before the issuance of any bonds, the corporation
shall make provision by agreement or otherwise at least sufficient
in the judgment of the corporation to pay the principal of and
interest on the bonds as they become due and to create and maintain
the reserves therefor as the corporation considers necessary or



desirable and to meet all obligations in connection with the
agreement and all costs necessary to service the bonds unless the
agreement provides that the obligations are to be met or costs are
to be paid by a party other than the corporation.

(f) The superior court shall nave jurisdiction to hear and
determine suits, actions or proceedings relating to the corporation,
including suits, actions or proceedings brought to foreclose or
otherwise enforce a mortgage or other security interest or brought
by or for the benefit of a holder of its bonds or by a trustee for
or other representative of the holders,.

(g) The corporation may not issue bonds during any fiscal
year in an amount greater than $100,000,000 unless the legislature,
by law, approves issuance of a greater amount..

Sec. 14.42.230. TRUST INDENTURES AND TRUST AGREEMENTS. In
the discretion of the corporation, an issue of bonds may be secured
by a trust indenture or trust agreement between the corporation and
a corporate trustee (which may be a trust company, bank, or national
banking association, with corporate trust powers, located inside or
outside the state) or by a secured loan agreement or other
instrument or under a resolution giving powers to a corporate
trustee (hereinafter in this section referred to as "trust
agreement”) by means of which the corporation may:

(1) make and enter into any and all the covenants and
agreements with the trustee or the holders of the bonds which the
corporation may determine to be necessary or desirable, including,
without limitation, covenants, provisions, limitations and

treements as to

(A) the application, investme it, deposit, use and
disposition of the proceeds of bonds of the corporation or of money
or other property of the corporation or in which it has an interest;

(B) the fixing and collection of loan payments and other
cc isideration for, and the other terms to be incorporated in, a
st dent loan;

(C) the assignment by the corporation of its rights in a
s’ Jdent loan or in a mortgage or other security interest created
with respect to a student loan to a trustee for the benefit of
bondholders;

(D) the terms and conditions upon which additional bonds
of the corporation may be issued

(E) the vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders,
including, without limitation, the right to enforce payment,
performance and all other rights of the corporation or of the
bondholders, under a student loan or a security interest created
with respect to a student loan;

(2) pledge, mortgage or assign money, agreements,
property, or other assets of the corporation either presently in
hand or to be received in the future, or both; and

(3) provide for any other matters of like or different
character which in any way affect the security or protection of the
bonds.

SEC. 14.42.240. CAPITAL RESERVE FUNDS AND CAPITAL RESERVE
FUND REQUIREMENTS. (a) For the purpose of securing one or more
issues of its bonds, the corporation may establish one or more



special funds, called "capital reserve funds", and shall pay into
those capital reserve funds the proceeds of the sale of its bonds
and other moneys which may be made available to the corporation from
other sources for the purposes of the capital reserve funds. A
capital reserve fund may be established only if the corporation
determines that the establishment of the fund would enhance the
marketability of the bonds. Money in a capital reserve fund, except
as provided in this section, maybe used as required only for (1)
the payment of the principal of,and interest on, bonds or of the
sinking fund paymen'-s with respect to those bonds; (2) the purchase
or redemption of the bonds, or (3) the payment or a redemption
premium required to be paid ..hen the bonds are redeemed before
maturity. However, money in a capital reserve fund may not be
withdrawn if the withdrawal would reduce the amount in the capital
reserve fund to les than the capital rc~erve fund requrement, except
for the purpose of making payment, when v).ue, of principal, interest
redemption premiums on the bonds, and sinking fund payments when
other money of the corporation is not available for the payments.
Income or interest earned by, or increment to, a capital reserve
fund, from the investment of allor part of the fund, may be
transferred by the corporation to other funds or acco. tsof the
corporation if the transfer doesnot reduce the amount of the
capital reserve fund below the capital reserve fund requirement.

(b) if the corporation decides to issue bonds secured by a
capital reserve fund, the bonds may not be issued if the amount in
the capital reserve fund is less than the capital reserve fund
requirement, unless the corporation, at the time of issuance of the
bonds, deposits in the capital reserve fund from the proceeds of the
bonds to be issued or from other sources, an amount which, together
with the amount then in the fund, is not less than the capital
reserve fund requirement.

(¢) In computing the amount of a capital reserve fund for
the purpose of this section, securities in which all or a portion of
the fund is invested shall be valued by a reasonable method
established by the corporation by resolution. Valuation shall
include the amount of interest earned or accrued as of the date of
valuation.

(d) The chairman of the corporation shall annually, no
later than January 2, certify in writing to the governor and the
legislature the amount, of any, required to restore a capital
reserve fund to the capital reserve fund requirement. The
legislature may appropriate to the corporation the amount certified
by the chairman of the corporation. The corporation shall deposit
the amounts appropriated under this subsection during a fiscal year
in the proper capital reserve fund. Nothing in this section created
a debt or liability of the state.

(e) In this section, "capital reserve fund requirement”
means the amount required to be on deposit in the capital reserve
fund as of the date of computation as determined by resolution of
the corporation.

(f) The corporation may establish reserve funds, other
than capital reserve funds, to secure one or more issues of its
bonds. The corporation may deposit in a reserve fund established
under this subsection the proceeds of sale of its bonds and other



money which may be made available from any other source, a reserve
fund established under this subsection must comply with (a) - 9c) of
this section. The corporation may allow a reserve fund established
under this subsection to be depleted without complying with (d) of

this section.

Sec. 14.42.250. VALIDITY OF PLEDGE. It is the intention
of the legislature that a pledge made in respect of bonds shall be
valid and binding from the time the pledge is made; that the money
or property so pledged and thereafter received by the corporation
shall immediately be subject to the lien of the pledge without
physical delivery or further act; and that the lien of the pledge
shall be valid and binding as against all parties having claims of
any kind in tort, contract or otherwise against the corporation
irrespective of whether the parties have notice. Neither the
resolution, trust agreement nor any other instrument by which a
pledge is created need be recorded or filed under the provisions of
the Uniform Commercial Code to be valid, binding or effective
against the parties.

Sec. 14.42.260. NONLIABILITY ON BONDS, (a) Neither the
members of the corporation nor a person executing the bonds are
liable personally on the bonds or are subject to personnel liability
or accountability by reason of the issuance of the bonds.

(b) The bonds issued by the corporation do not constitute
an indebtedness or other liability of the state or of a political
subdivision of the state, except the corporation, but shall be
payable solely from the income and receipts or other funds or
property of the corporation. The corporation may not pledge the
faith or credit of the state or of a political subdivision of the
state (except the corporation) to the payment of a bond and the
issuance of a bond by the corporation does not directly or
indirectly or contingently obligate the state or a political
subdivision of the state to applyh money from, or levy or pledge any
form of taxation whatever to the payment of the bond.

Sec, 14.42.270. PLEDGE OF STATE. The state pledges to and
agrees with holders of bends issued under this chapter that the
state will not limit or alter the rights and powers vested in the
corporation by this chapter to fulfill the terms of a contract made
by the corporation with the holders or in any way impair the rights
and remedies of the holders until the bonds, together with the
interest on them with interest on unpaid installments of interest,
and all costs and expenses in connection with an action or
proceeding by or on behalf of the holders, are fully met and
discharged. The corporation is authorized to include this pledge
and agreement of the state in a contract with the holders.

Sec. 14.42.280. EXEMPTION FROM TAXATION. The real and
personal property of this corporation and its assets, income and
receipts are declared to be the property 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 interests of the corporation shall be exempt from all taxes
and special assessments of the state or a political subdivision of
the state, including, without limitation, all boroughs, cities,
municipalities, school districts, public utility districts and other



taxing units. All bonds of the corporation are declared to be
issued by a political subdivision of the state and for an essential
public and governmental purpose and to be a public instrumentality,
and the bonds, and the interest on them, the income from them and
the transfer of the bonds, and all assets, income and receipts
pledged to pay or secure the payment of the bonds, or interest on
them, shall at all times be exempt from taxation by or under the
authority of the state, except for inheritance and estate taxes and
taxes on transfers by or in contemplation of death. Nothing in this
section affects or limits an exemption from license fees, property
taxes, or excise, income or any other taxes provided under any other
law, nor does it create a tax exemption with respect to the interest
of any business enterprise or other person, other than the
corporation, in any property, assets, income, receipts, or other
interests.

SEC. 14.42.290. BONDS LEGAL INVESTMENTS FOR FIDUCIARIES.
The bonds of the corporation are securi \es in which all public
officers and bodies of the state and all municipalities and
municipal subdivisions, all insurance companies and associations and
other persons carrying on an insurance business, all banks, bankers,
trust companies, savings banks, savings associations, including
savings and loans associations anmd building and loan associations,
investment companies and other persons carrying on a banking
business, all administrators, guardians, executors, trustees and
other fiduciaries, and all other persons whatsoever who are now or
may hereafter be authorized to invest in bonds or other obligations
of the state, may properly and legally invest funds including any
other provisions of law, the bonds of the corporation are also
securities which may be deposited with and may be received by all
public officers and bodies of this state and all municipalities and
municipal subdivisions for any purpose for which the deposit of
bonds or other obligations of the state is now or may hereafter be
authorized.

Sec. 14.42.310. OPERATION OF CERTAIN STATUES EXCEPTED.

(a) The corporation shall not be considered or constitute
(1) a political subdivision of the state as the term is used in AS
37.10.085, (2) a municipal corporation or political subdivision of
the state as the terms are used in AS 29, or (3) except as provided
in AS 14.42.330, a state agency as the term is used in AS 37, but
for all other purposes the corporation constitutes a political
subdivision and an instrumentality of the state as provided in this
chapter.

(b) The funds, income or receipts of the corporation shall
not be considered or constitute money of the state, nor shall real
property in which the corporation has an interest be considered land
owned in fee by the state or to which the state may become entitled
or in any way lands belonging to the state, or state lands referred
to in Art. VIII of the Alaska Constitution.

Sec. 14.42,320. ANNUAL AUDIT. The corporation shall have
its financial records audited annually by the legislative auditor or
by a certified public accountant approved by the legislative
auditor. The legislative auditor may prescribe the form and content
of the financial records of the corporation and shall have access to



these records at any time.
Sec. 14.42.330. OPERATING BUDGET. The operating budget of
the corporation is subject to the Executive Budget Act (AS 37.37).
Sec. 2. 14.43.120(d) is amended to read:
(d) scholarship loans may not be made to a student
(1)for more than five years of undergraduate study;
(2)for more than five years of graduate study;
(3)for more thana total of eight years of
undergraduate and graduate study;
(4)to attend an institution for which the default
rate on loans made to students to attend the
institution exceeds the program default rate by more
then 150%.
Sec. 3. This Act takes effect immediately in accordance
with AS 01.10.070(c).
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April 17, 1986

Senator Frank Ferguson
State of Alaska

P.O. Box V

Juneau, Alaska 99811

Dear Senator Ferguson,

We have evaluated the cash flows of the Alaska Commission on
Postsecondary Education student loan program and estimate that we
could finance at least a $100 million student loan program over the
next two years. This would reduce the general fund expenditures by
$60 million for the next two years. This will give the legislature
two years to further strengthen the student loan program. W would
be happy to show the legislature the impact of various measures to
strengthen the program.

We would use an authority approach working around an executive
committee of the Alaska Commission on Postsecondary Education to
operate the program. We recommend the accountability for loan
disbursement and collection be closely allied with the bonding
function.

The foil.wing is an outline of the bill:

1. The Alaska Student Loan Corporation shall have the following
powers.

(1) To sue and be sued;

(2) adopt and alter an official seal;

(3) make and enforce bylaws and regulations under the
Alaska Administrative Procedures Act to conduct its
business for the use of its services and facilities;

(4) maintain an office in the state;

(5) acquire, hold, use and dispose of its income,
revenues, funds and money;

(6) acquire, rent, lease, hold use and dispose of other
personal property for its purposes;

(7) borrow money and issue its negotiable bonds or notes
and provide for and secure their payment, provide for
the rights of their holders and purchase, hold and
dispose of any of its bonds or notes;



(8) accept gifts or grants from the United States, or
from any governmental unit or persor firm or
corporation, carry out the terms or provisions or
make agreements with respect to the gifts or grants,
and do all things necessary, useful, desirable, or
convenient in connection with procuring, accepting or
disposing of the gifts or grants;

(10) do anything authorized by this chapter, through its
officers, agents or employees or by contracts with a
person;

(11) invest funds or money of the corporation not required
at the time of investment for loan to students in the
same manner as permitted for investment of funds
belonging to the state;

(12) prescribe the form of application or procedure
required of students for a loan, fix the terms and
conditions of the loan or purchase;

(13) allow the legislature to set the general terms and
conditions of the student loans;

(14) procure insurance against any losses in connection
with its property, operations or assets in amounts
and from insurers as it considers desirable;

(15) shall have an annual report and audit which shall be
submitted to the legislature;

(16) the corporation shall prepare and submit an annual
budget to the governor and legislature.

2. Governance: We recommend that an executive committee be
selected by the governor from the members of the Alaska Commission
on Postsecondary Education to form the corporation's board. The
corporation's board will consist of five members, one of which must
be the State Board of Education representative. The directors of
the corporation shall select from their members a chairman. The
corporation must transact its business in a public forum. The
directors of the corporation shall be reimbursed for actual expenses
or per diem for discharging its duties. The corporation shall
employ the executive director and other staff as necessary. The
employees shall be under the exempt service. In addition to staff,
the corporation may employ bond counsel, consultants and other
financial advisors.

3. Bond security: The corporation may enter into contracts
with various institutions to secure it's transactions. It may set
up reserve funds including a capital reserve fund that may include a

state's moral obligation. The bond holder's rights cannot be
overriden by the legislature once the contract is entered.



Other changes we recommend in the student loan program are:

1. to allow the payment of the administrative costs of the
student loan program out of the program receipts;

2. strengthen the default provisions of student loans as it
affects various institutions;

3. ask the Alaska Congressional delegation to obtain tax
exemption for the Alaska student loan program.

Yours truly,



ALASKA COMMISSION ON POSTSECONOARY EDUCATION
ALASKA STUDENT LOAN PROGRAM
SERIES 1984 VARIABLE RATE OEHANO BONOS
ANALYSIS OF AMORTIZATION

YEAR

ENDING

4/30

*

«

1987
1988
1989
1990
1991
1992
1993
1994
1995
1994
1997
1998
1999

COLLECTIONS
OH PRIOR
LOANS »

14,547,599
20,152,279
25,396,203
29,441,182
31,071,125
31,077,952
30,504,435
29,184,877
24,901,710
23,297,945
18,404,869
12,546,025

7,024,621

COLLECTIONS
ON NEU
LOANS «*

0
2,339,176
7,017,529
9,356,706
9,356,706
9,356,706
9,354,706
9,356,706
9,356,706
9,356,706
9,356,704
7,017,529
2,339,176

CASH FLOW COVERAGE FACTOR:
VARIABLE RATE DEMAND BOND INTEREST RATE:
DEFAULT RATE Qil NEW LOANS:

OUTSTANDING
PRINCIPAL

100,000,000
95,365,000
84,050,000
44,005,000
37,435,000

7,715,000
(84,090, 000)
(57,665, 000)
(92,530,000)

(128,010, 000)

(163,090,000

(196,713, 000)

(226,135,000)

INTEREST

7,000,000
6,675,550
5,883,500
4,480,350
2,620,450
540.050
(1,686,300)
(4,036,550)
(6,477,100)
(8,960,700)
(11,416,300)
(13,770,050)
(15,629, 450)

1.25
7.00K
15.00a

Collections on Prior Loans are based on A/17/86 projections.
Collections on New Loans reflects Forgiveness on 15X of expected repayments.

PRINCIPAL
RETIREMENT

4,635,000
11,315,000
20,045,000
26,570,000
29,720,000
31,205,000
33,575,000
34,865,000
35,480,000
35,080,000
33,625,000
29,420,000
23,320,000

ENDING
BALANCE

100,000,000
95,365,000
84,050,000
64,005,000
37,435,000

7,715,000

(24,090,000)

(57,665,000)

(92,530,000)

(128,010,000
(163,090, 000)
(196, 715,000)
(226, 135,000)
(249,455, 000)



ALASKA COMMISSION OH POSTSECONOARY EDUCATION
ALASKA STUDENT LOAN PROGRAH
ANALYSIS OF LOAN REPAYHEN;

YEAR

ENDING

6/30

1972
1973
1974
1975
197L
1977
1978
1979
1980
1981
1982
1983
e}
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994

1995 .

19%
1997
1998
1999
2000
2001
2002
2003

VOLUME OF
STUDENT
LOANS MADE

1,603,158
2,070,384
2,986,176
2,659,007
3,382,997
3,850,507
4,604,167
6,416,402
9,373,949
15,957.717
40,559,499
55,007,395
62,712.316
75,075,083
80,675,498
0

O O O OO OO OO OO DODO OO O©

367,935,855

LOANS
BEGINNING
REPAYMENT

0
0
240,474
703,252
1,640,516
2,397,227
2,820,707
3,055,447
3,487,061
4,226,198
5,460,112
7,928,727
14,530,168
25,140,833
39,682,445
53,057,540
64,536,012
60,798,315
48,248,123
21,953,895
5,535,293
1,613,510
0

0
0
0
0
0
0
0
0
0

CUMULATIVE
LOANS IN
REPAYMENT

0

0

240,474
1,023,726
2,664,242
5,061,470
7,882,177
10,937,624
14,424,685
18,650,833
24,110,993
32,039,722
46,329,416
70,686,997
103,729,925
160,189,238
221,904,542
279,647,410
324,408,472
342,136,169
342,211,350
335,896,133
321,365,965
296,225,132
256,542,687
202,685,148
138,149,136
77,350,921
29,102,698
7,148,803
1,613,510

0

367,935,055 3,679,353,550

UNADJUSTED
REPAYMENT
CASH FLOW

0

0

31,142
132,577
345,032
655,483
1,020,778
1,416,472
1,868,063
2.415,375
3,122,484
4,149.291
5,999,871
9,154,289
14,080,893
20,745.239
29,737,653
36,215,619
42,012,381
44,308,199
44,317,935
43,500,086
41,618,363
38,362,510
33,223,452
26,248,654
17,890,945
10.017,285
3,768,932
925,803
208,957

0

476,493,765

REPAYMENT
ADJUSTED FOR

DEFAULTS

0

0

26,471
112,691
293,277
557,161
867,661
1,204,001
1,587,853
2,053,068
2,654,112
3.526,897
5,099,891
7,781,146
11,968,759
17.633,453
24.427,005
30,783,276
35,710,524
37,661,969
37,670.245
36,975,073
35,375,608
32,608.133
28,239,934
22,311,356
15,207,303
8,514,692
3,203,593
786,932
177,613

0

405,019,700

TIMING OF FIRST LOAII REPAYMENTi

1 YEAR AFTER LOAN IS MADE
2 YEARS AFTER LOAN IS HADE
3 YEARS AFTER LOAN IS HADE
4 YEARS AFTER LOAN IS MADE
5 YEARS AFTER LOAN 1S MADE
6 YEARS AFTER LOAN IS MADE
7 YEARS AFTER LOAN IS HADE

N o N
NP AN G o
>< >< >< >< >< >< ><

LESS:
LOANS
FORGIVEN

0

0

4,632
19,721
51,323
97,503
151,841
210.700
271,874
359,287
464.470
617,207
892,481
1,361,701
2,094,533
3,085.854
4,274,726
5,387,073
6,249,342
6.590,845
6,592,293
6,470,638
6,190,731
5,706.423
=4,041,988
3,904,487
2,661,278
1,490,071
560,629
137,713
31,082

0

70.873.448

NET LOAN
COLLECTIONS

0
0
21,83?
92,970
241,953
459,453
715,221
993,301
1,209,979
1,693,732
2,189,642
2,909.690
4,207,410
6.419,445
9,874,226
14,547,597
20,152,277
25,396,203
29,461,182
31,071,1=5
31,077,952
30,504,4-5
29,184,877
26,901,710
23,297,945
18,406,869
12,546,025
7,024,621
2,642,954
649,219
146,531
0

334,141,253



COMMITTEE REPORT
SENATE

FURTHER:  FINANCE

Date 3 ""Z"7 "ftfc
1/16/86

Mr. President

The Committee on hfse considered CSHB 161 Fin am

interest rate, loan conditions and repayment provisions of scholarship
loans; efd.

and (a majority of the committee) (the committee) reports it back with
the following recojnmendations:

do pass
[ 1 do pass with attached amendment(s)
[Xi replace with/or adopt ~>CS for £-~.S/001 /h=A

[ ] new title
[1 same title and recommends

M4 and attached a "LETTER OF INTENT" [ 1 NEU FISCAL NOTE
[ 1 reports it back without recommendation

[ 1 recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS

Chairman recommendation



COMMITTEE REPORT

SENATE
FURTHER: si- AL
5/7/85 Sate
Mr. President
The Committee on  H.: considered CSIiB 161 (Fi ]-
. i te, ion co - . 1epj ; i Bcho..arshi.

.can..; cid.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

[ ] do pass
[ ] do pass with attached amendment(s)
v 1 replace with/or adopt ,bCS for JOMH
new title
1/1 same title and recommends
[ ) and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE
[ ] reports it back without recommendation
[ ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
i i f -/L.
y o

Chairman

Chairman recommendation



United Campuses of Alaska

Seven of the nine charter member campuses of the United Campuses of
Alaska student organization met March 13and 14 in Anchorage. A list of
approved recommendations and endorsements resulted from these
deliberations concerning the Alaska Scholarship Loan Program and HB 161
The representatives of the United Campuses respectfully submit this list
to the Health, Education and Social Services Committee membership for
consideration. Please accept the thanks of the United Campuses of Alaska

for the HESS Committee’s cooperation and forbearance.

SUGGESTED ACTIONS AND RECOMMENDATIONS CONCERNING HB 161
AND THE SCHOLARSHIP LOAN PROGRAM

1 Reduce the loan maximum from $6000 to $5500 for undergraduates and
from $7000 to $6500 for graduate borrowers.

Comments: While the UCA feels that this action represents a less than
perfect method for redistributing funds to meet current loan program
demand, it is felt that this action is the most effective way of meeting
the short-term loan program shortfall and will have a minimal negative
on the average loan recipient,

. Increase the interest rate on loans to students attending out-of-state
postsecondary institutions from 5%to &%

Comments: In the spirit of enqouraé;lng attendence at Alaskan post-
secondary institutions, the United Campuses representatives feel
stron(T;Iy that this differentiated interest rate should be applied to
out-of-state loans.

Recommend that the HESS Committee request that the Alaska
Commission on Post-Secondary Education compile further information
which examines the effects of more restrictive authorization
requirements for proprietary schools which currently benefit from the
receipt Alaska Student Loan program funds.



4, By 1991, restrict the funding of out-of-state loans. Applicants must
meet one of the following three criteria in order to qualify for a loan to
be used for attending an out-of-state institution:

N The program attended must not e offered by an “in-state” institution
N The applicant must be a graduate of an Alaskan High School

- The applicant must have completed a minimum of sixty (60) credit
hours of instruction at an Alaskan Institution.

5 Institute a $10 per applicant annual ‘application processing fee".

Comments: It is the UCA’s intention that the fee receipts could be used
to offset the cost of planning for further modifications in the student
loan program (re; the "1991" plan, etc.) It was further intended that
provision for waiving fhis fee be made under circumstances where the
applicant is incapa. ~ J payng the $10

6. Request that the Legislature, in cooperation with the Alaska
Commission on Post-Secondary Education and student loan recipients
develop a plan for the delivery of a "neegs- hased" loan program. The

lan for this program is to be Fresented to the Legislature by January
5)5 1987 for further consideration.

7. Request that the Alaska Commision on Post-Secondary Education
reunwe that each applicant for a Scholarship Loan simultaneously file a
FAF (Federal Aid Form), a copy of which would be sent to each campus'
student financial aid officer to serve as an additional aid for securing
other financial aid when possible.

Comments: The United Campuses recognize that currently, it is
extremely easy to obtain the Alaska student loan and that often times,
loan recipients view the ASL as the "sole source” of financial
assistance for_attendln%_college. The UCA representatives feel that
requiring the filing of this form could possmIY open the door to other
grants and loans. The representatives also felt that this requirement
would possibly discourage potential abuse of the student loan program
by reasoning that those applicants that will not go to the trouble of
filing the FAT aren't truly in need of the assistance.
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PREFACE

The Annual Report on Alaska Student Financial Aid Programs for 1984-85 is
hereby transmitted to the Governor and the Legislature of the State of

Alaska. The Student Loan Program 1is administered by the Alaska
Commission on Postsecondary Education witn advice and guidance of the
Student Financial Aid Advisory Committee. Membership of this advisory

committee for 1984-85 included:

Ms. Patricia Abney, Chair (Anchorage)
Mr. Jack Blair (Anchorage)

Ms. Eleanor Brown (Anchorage)

Ms. lda Greiner (Fairbanks)

Mr. Rick Helms (Anchorage)
Representative Niilo Koponen (Fairbanks)

The Commission and staff wish to express their gratitude for the work of
this advisory committee.

September 1985
(Date)
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INTRODUCT ION

The State of Alaska provides student financial assistance for
postsecondary study througn three programs: the Alaska Student Loan
Program, the WICHE Student Exchange Program, and the State Educational
Incentive Grant (SEIG) Program. The three programs provide Alaskans with
access to postsecondary education which otherwise might not be avail—

able. Through the loan and grant programs direct financial assistance is
awarded to students in an effort to remove or lessen financial barriers
to postsecondary education. Through the student exchange program,

Alaskans have access to graduate, professional, and highly specialized
fields which are unavailable in-state.

This report briefly summarizes each of these programs and the
participation levels for 1984-85. The Student Loan Program will be
discussed first, then the WICHE Student Exchange Program, and finally,
the Incentive Grant Program.
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ALASKA STUDENT LOAN PROGRAM

The Alaska Student Loan Program is one of the most successful programs

offered by the State of Alaska. Its purpose 1is to provide low-interest
loans to Alaskans wishing to pursue education and training at a
postsecondary level. The program has grown from serving just over 1,000

Alaskans, in 1971-72, to the current 1984-85 level of serving over 17,000
Alaskans.

The Alaska Student Loan Program had its origin 1in a program of
scholarship loans established by the 1968 Alaska State Legislature. This
program was amended in 1970 and completely restructured in 1971, when the
Legislature established the loan program generally as it exists at
present. In the fourteen years of operation since then, nearly 80,000
student 1loans have been awarded to Alaskan residents, for a total of
nearly $290 million.

Educational loans of up to $6,000 and $7,000 per year for undergraduate
and graduate study, respectively, are provided to eligible state
residents. These loans, to be used only to offset the costs of tuition,
room, board, and books, offer the borrower a ten-year repayment period at

an annual interest rate of five percent. The 1loans may be used for
full-time attendance at any accredited or approved college, university,
or vocational-technical program. An incentive of wup to Tfifty percent

cancellation is offered to those borrowers who reside in Alaska after
completion of their programs of study.

Program Summary A~

During the i$&3=8b school year over 19,000 loans were awarded, and 17,173
were Tfinalized and used for postsecondary attendance. 0Of these 17,173
loans, 54.0 percent were for attendance in Alaska, and 46.0 percent were
for attendance out-of-state.

Undergraduate loans continue to dominate the loan volume, with only 7.9
percent of the 1984-85 1loans going for graduate study. The largest
single group of loans were for freshman borrowers, who accounted for 28.8
percent of all the 1984-85 loans.

Alaskans use these loans for study throughout the United States, and in a

number of foreign countries. During the 1984-85 loan year, students from
Alaska used state loans for attendance in every state in the Union and in
eighteen foreign countries. The most frequent choice continues to be

Alaska by more than a four-to-one margin over any other state.



Loan Award Amounts

The average loan award continued to rise slightly in 1984-85, following
the dramatic rise 1in 1981-82 when the borrowing maximums were raised.
For 1984-85, an undergraduate average loan was $4,288 while the average

graduate loan was $5,363. Out-of-state student loans continue to tie
higher, on the average, than in-state loans, due largely to non-resident
tuition fees. This 1is graphically presented 1in Figure 1. It is

anticipated that the trend toward higher average loans will continue 1in
the years ahead as tuition rates continue to increase.

Table 1 contains average loan amounts by student level for tne last three
years, 1982-83, 1983-84, and 1984-85. In general all loans, regardless
of level, have steadily increased, for students attending in-state, ind
have leveled, or even dropped slightly, for those attending
out-of-state. The out-of-state borrower averages a higher loan amount
than the in-state borrower for every classification other than
vocational.
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TABLE 1
MEAN LOAN AMOUNT PER RECIPIENT BY
IN-STATE/OUT-OF-STATE AND STUDENT LEVEL
1982-83 thru 1984-85

Student In Alaska Out-of-State Combined

Level 82-83 83-84 84-85 82-83 83-84 84-85 82-83 83-84 84-85
Freshman $3,236 $3,275 $3,336 $4,322 $4,166 $4,433 $3,739 $3,681 $3,788
Sophomore 3,693 3,687 3,714 4,371 4,377 4,557 4,046 4,045 4,142
Junior 3,705 3,889 3,942 4,503 4,541 4,721 4,143 4,249 4,488
Senior 3,745 3,920 3,960 4,480 4,450 4,711 4,140 4,180 4,351
Vocational 5,076 5,224 5,169 4,769 4,544 4,721 4,996 5,028 5,076
Undergraduate 3,847 3,992 4,050 4,432 4,377 4,597 4,122 4,171 4,288
Graduate 4,454 4,527 4,434 5,336 5,257 5,620 5,129 5,097 5,363

TOTAL $3,872 $4,013 $4,062  $4,558 $4,502 $4,735 $4,213 $4,255 $4,372



Undergraduate Loans

The number of undergraduate students receiving loans under the state
program has increased greatly over the past fourteen years. In 1971-72,
990 undergraduates received assistance, while in 1984-85, tne number has
grown to 15,814. 0f these 15,814 loan recipients, 56.7 percent used
their loans for attendance in Alaska, and 43.3 percent used their loans
out-of-state. The states most frequently chosen by undergraduates in
1984-85 are presented in Table 2.

The consistency of student choice over the past few years is quite high.
Alaska remains the most frequent choice for undergraduate attendance this
year, as it has been in the past, followed by Washington, Oregon and
California.

The average loan amount increased in almost every case, with the most
pronounced increase in loans for attendance in Hawaii, Texas, and ldaho.
Of the top ten states of attendance, only Utah (i>3,762) has a lower
average loan rate than Alaska.

The percent of undergraduates using their loans for attendance in Alaska
continued to 1increase again this year. In fact, as can be seen 1in
Figure 2, the 1984-85 rate of 56.7 percent is the highest in-state rate
since the first year of the program, 1971-72.

The increasing drawing power of Alaskan institutions 1is hypothesized to
be the result of a number of factors including the maturation of Alaska"s
schools and the accompanying wider array of offerings, as well as the
increased cost of attendance at schools outside of Alaska.



STATE

Alaska
Washington
Oregon
California
Arizona
Colorado
Idaho
Hawai i
Utah
Texas
Remaining
U.s.
Foreign

TOTAL

80-81

2,606
700
500
280
142
161
125

79
85
93

1,000
N.A.

5,751

81-82

4,225
1,045
746
373
206
280
199
160
153
114

1,434
N.A.

TABLE 2

TEN TOP STATES OF ATTENDANCE
FOR ALASKANS WITH
UNDERGRADUATE LOANS

NUMBER
82-83

6,305
1,314
908
556
352
372
265
258
202
153

1,168
26

1980-81 through 1984-85

83-84

7,175
1,549
949
664
404
408
253
248
209
187

1,365
34

8,935 11,879 13,449

84-85

8,971
1,662
1,030
780
538
373
237
230
224
198

1,517
54

15,814

80-81

$2,137
2,495
2,506
2,519
2,413
2,502
2,407
2,076
2,029
2,331

= =
> >

$2,319

AV ERAGE
81-82  82-83
$3,751 $3,847
4,091 4,610
4,242 4,756
4,268 4,858
4,344 4,444
4,584 5,050
3,826 3,866
3,463 3,514
3,564 3,664
4,003 4,189
N.A. N.A.
N.A. 4,101
$3,977 $4,139

LOAN
83-84

$3,992
4,511
4,590
4,919
4,717
5,233
4,002
3,426
3,763
4,227

N.A.
4,234

$4,171

84-85

$4,050
4,665
4,600
4,953
4,716
5,042
4,300
4,226
3,762
4,554

N.A.
4,113

$4,287



FIGURE 2
PERCENTAGE OF UNDERGRADUATE LOANS
PERCENTAGES USED IN ALASKA
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The wide geographic distribution of Alaskans pursuing un®.rgraduate
education is shown most vividly in Figure 3, with Alaskan undergraduates
attending institutions in every state of the Union. The predominance of
the West and Northwest 1is quite evident, with only Alaska, Washington,
Oregon, California, Arizona, Colorado, Idaho, Hawaii and Utah, receiving
over 200 Alaskan undergraduates on state loans. Of the thirteen western
states comprising the WICHE compact (Western Interstate Commission for
Higher Education), only Wyoming received fewer than 20 Alaska
undergraduates on state loans. In fact, the WICHE states account for
90.7 percent of Lhe undergraduate loan recipients.

Under the state loan program, Alaskans may pursue their educational goals
in whatever setting seems most appropriate for them. Tne freedom of
choice which this provides is quite evident by the wide geographic
distribution of our students.

As can be seen 1in Table 3, Alaska attendance accounts for a very high

percentage of vocational borrowers (75.2% in 1984-85). Also, more than
half (58.8%) of the freshman borrowers elected to attend in Alaska in
1984-85. There seems to be an Increased tendency toward attendance

out-of-state as student level increases, however this could be due to a
number of factors Including the changing attendance patterns the last few
years and the propensity to remain in scnool rather than stop-out or
drop-out. Hence, caution should be used in drawing inferences from these

data.



TABLE 3
IN-STATE/OUT-OF-STATE ATTENDANCE
BY STUDENT LEVEL
1982-83 through 1984-85

ALASKA OUT-OF -STATE
STUDENT 1982-83 1983-84 1984-85 1982-83 1983-84 1984-85
LEVEL No. % No. % No. % No. % No. % Ho. %
Freshman 2,041 53.8 2,229 544 2,910 58.8 1,756 46.2 1,868 45.6 2,036 41.2

Sophomore 1,255 47.9 1,331 48.1 1,487 49.3 1,364 52.1 1,439 519 1,532 50.7

Junior 871 45.0 956 44.8 1,021 44.0 1,063 55.0 1,176 55.2 1,297 56.0
Senior 793 46.3 850 44.5 1,066 47.9 918 53.7 1,060 55.5 1,158 52.1
Vocational 1,334 740 1,809 71.2 2,487 75.2 468 26.0 731 28.8 820 24.8

TOTAL 6,294 53.1 7,175 53.3 8,971 56.7 5,569 46.9 6,274 46.7 6,843 43.3
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FIGURE 3
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING
STATE LOANS FOR UNDERGRADUATE EDUCATION IN 1984-85



Graduate Loans

The number of Alaskans receiving loans for graduate study has increased
nearly twelve fold since the program began in 1971-72, but seems to have
stabilized this year. In 1984-85, 1,359 students received assistance for
the pursuit of graduate study. Of these 1,359, 78.3 percent used their
loans for attendance outside of Alaska, while 21.7 percent used them for
attending school in-state. The percentage of graduate loan recipients
attending school in Alaska has been relatively stable the last few years,
after decreasing steadily from 1971-72 through 1977-78, and then
increasing steadily from 1978-79 through 1982-82. Tnis trend is
presented in Figure 4, and 1is probably Jlargely due to the increased
availability of programs in Alaska.

The states most frequently chosen by graduate students from Alaska in
1984-85 are presented in Table 4. Again, as with undergraduates, the
students®” preference is quite stable.

The average loan award for 1984-85 increased for some states and
decreased for others, with the largest increases for students attending
graduate institutions in Oregon and California.

Alaskans pursuing graduate educational goals are also distributed quite
widely across the nation, with Alaskan graduate loan recipients attending
institutions in all but four of the fifty states. The predominance of
the West, and particularly the West Coast, is readily apparent in
Figure 5.

Only Alaska, Washington, California, and Oregon received more than 100
Alaskan graduate students on state loans. The thirteen states comprising

the WICHE compact account for 71.8 percent of all the graduate Alaskan
loan recipients for 1984-85.

-12-
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TABLE 4
TEN TOP STATES OF ATTENDANCE
FOR ALASKANS WITH
GRADUATE LOANS
1980-81 through 1984-85

NUMBER AVERAGE LOAN

STATE 80-81 81-82 82-83 83-84 84-85 80-81 81-82 82-83 83-84 84-85
Alaska 127 229 276 292 295 $3,086 $4,630 $4,454 $4,527 $4,434
California 90 113 183 237 217 3,937 5,693 5,599 5,783 6,293
Washington 129 148 161 164 178 3,848 5,740 5,447 5,535 5,843
Oregon 75 91 127 143 136 4,011 5,103 5,351 4,682 5,463
Colorado 19 27 35 42 44 4,149 5,303 5,369 5,210 5,488
Massachusetts 18 25 32 33 42 4,953 5,927 6,217 6,404 6,346
New York 17 15 19 28 35 4,159 4,989 5,153 5,471 5,471
Texas 10 20 23 28 34 3,204 4,445 4,830 4,971 4,609
Arizona 17 18 29 32 33 3,041 4,408 4,822 4,950 5,29£
Ohio 3 7 10 16 23 5,000 5,450 5,810 5,697 5,852
Remaining

U.s. 204 270 270 298 300 N.A. N.A. N.A. N.A. N.A.
Foreign N.A. N.A. 14 23 22 N.A. N.A. 5,084 4,410 4,830

TOTAL 709 963 1,179 1,336 1,359 $3,746 $5,218 $5,151 $5,097 $5,363
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FIGURE 5
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING
STATE LOANS FOR GRADUATE EDUCATION IN 1984-85



Foreign Study

Alaskans used state loani for study in fifty-two different institutions
in eighteen foreign countries in 1984-85. The distribution of these

students by country of attendan-.e is presented in Table 5. Not too
surprisingly, Canada is the most popular foreign country for attendance
of Alaskan students.

TABLE 5
DISTRIBUTION OF BORROWERS
BY FOREIGN COUNTRY OF ATTENDANCE

1984-85

FOREIGN UNDERGRADUATE GRADUATE
COUNTRY Number Average Loan Number Average Lean
Austria 2 $4,500 — $ -0-
Australia - -0- 3 5,750
Canada 13 4,400 12 5,100
Costa Rica 1 2,850 - -0-
Dominican

Republic 1 6,000 - -0-
England 9 4,200 2 6,800
France 7 2,950 1 4,350
Greece 3 4,650 - -0-
Ireland 2 3,150 1 7,000
Israel 1 5,000 - -0-
Italy 2 4,000 - -0-
Japan 1 6,000 - -0-
Mexico 3 2,150 1 3,850
Scotland - -0- 1 5,250
Spain 3 4,550 - Q-
Switzerland 3 4,650 1 —0-
Taiwan 1 6,000 - -0-
West Germany 2 2,300 - -0-

TOTAL 54 84,026 22 85,273
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Loan Repayments

The student loan program is based wupon a "evolving fund with the
students® loan repayments being re-utilized for future student loans.

Since 1971-72 (actually 1974-75, since there were no repayments received
the first few years), Alaskans have repaid nearly $32 million on their

educational loans. The volume of these revolving funds now contribute a
significant portion of the loan account, and as can be seen in Figure 6,

these repayments are rapidly increasing each year.

Also presented in Figure 6 is a representation of the forgiveness history

of the student loan program. Students who reside in Alaska after
completion of their course of study are eligible to have up to 50 percent
of their loans forgiven. Beginning with the first such forgiveness in

1974-75, the total amount of loan funds (including interest) which the
State of Alastca has forgiven has generally shown large annual increases,
with the exception of 1979-80 when forgiveness benefits temporarily
leveled. During 1984-85 nearly 4,300 Alaskans received partial
forgiveness of their student loans. Increases are projected to continue
over the next few years as larger numbers of students complete their
educational programs.
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VOLUME IN FIGURE 6
THOUSANDS STUDENT LOAN COLLECTIONS
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Default

Nationally, student loans have a notoriously high default rate, and,
unfortunately, Alaska ™ program also has experienced problems with loan
collections. Although the Alaska program had been doing considerably
better than the federal 1loan programs, the default rate began to rise
during 1983-34. As can be seen in Table 6, the default rate had been
steadily decreasing since the concerted effort began in 1975-76 to pursue
these bad debts. However, during 1983-84 default volumes o -tripped
available manpower and the rate rose dramatically. In 1984-85. loan
program contracted with a private collection firm and the defaurt rate
has slowly begun to drop again. A default rate of 10.0 percent is the
target for 1985-86.

TABLE 6
ANNUAL DEFAULT RATES OF
ALASKA STATE STUDENT LOANS
1971-72 through 1984-85

LOAN YEAR DEFAULT RATE* (June 30)
1971-72 N_A.
1972-73 N.A.
1973-74 N_A.
1974-75 80.0%
1975-76 44 _6%
1976-77 24 9%
1977-78 22.3%
1978-79 19.3%
1979-80 14.5%
1980-81 11.5%
1981-82 9.2%
1982-83 9.1%
1983-84 13.5%
1984-85 12.4%

"Default is 120+ days past due.

Statistical Data

In the Appendix are Tables 11-17 containing data on the Alaska Student
Loan Program from 1971-72 through 1984-85. Information on the number and
amounts of loans made annually to undergraduate and graduate students
attending in-state and out-of-state is presented in Tables 11-14. Table
15 contains summaries of the average size loan, awarded each year, and
Tables 16 and 17 contain data on institutions most frequently attended by
Alaska Student Loan borrowers.
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WICHE STUDENT EXCHANGE PROGRAM

Through its participation in the thirteen-state Western Interstate
Commission for Higher Education (WICHE), Alaska provides residents with
access to sixteen fields of professional -education not available
in-state. The WICHE Student Exchange Program provides access to these
sixteen fields at participating institutions throughout the compact
states, and makes these programs available at a reduced tuition rate to
the out-of-state WICHE students. These reduced rates wusually amount to
the normal in-state tuition rate at public colleges and universities and
one-third the regular tuition rate at private colleges and universities.
Alaskans certified for participation in this exchange program may also
expect preferential admissions consideration by the schools to which they
apply. For this, Alaska pays the college or wuniversity in which the
Alaskan exchange student enrolls a set fee for a particular field of
study. This fee, the support fee, covers the non-resident portion of the
tuition and a portion of the institution®"s operating costs. The student
does not receive any direct payment under this program.

Exchange Fields

The WICHE exchange fields in which Alaska would support students for the
1984-85 year included:

Architecture Occupational Therapy
Dentistry Optometry

Forestry Osteopathy

Graduate Library Studies Pharmacy

Graduate Nursing Physical Therapy

Law Podiatry

Maritime Technology Public Healtn
Medicine Veterinary Medicine

A student eligible for state certification in any of these fields must
apply for and gain admission to the program of study. The admission
decision rests solely with the receiving institution.

-20-



Support Fees

The amount of the support fee to be paid for each fielu of study is set
annually by the WICHE Commission, with membership from ail thirteen
member states. These fees have increased more or less steadily over the
last six years. As can be seen in Table 7, the total support fees
exceeded $1.7 million in 1984-85.

TABLE 7
WICHE STUDENT EXCHANGE PROGRAM SUPPORT COSTS
1976-77 through 1984-85

Academic Year Total Students Total Fees
1976-77 114 $ 368,473
1977-78 134 634,114
1978-79 171 639,244
1979-80 209 853,959
1980-81 232 956,509
1981-82 269 1,223,091
1982-83 300 1,498,232
1983-84 284 1,591,440
1984-85 287 1,785,378

TOTAL 2,000 $9,550,440

Participation Rates

Law continues to be the most popular field for Alaskan students. In

1983-84 Law students accounted for 58.1 percent of the students supported
under the exchange program. In 1984-85, Law represented 56.5 percent of
the exchange students. The growth fields for 1984-85 were Maritime

Technology, Medicine, Optometry, Osteopathy, Pharmacy, and Veterinary
Medicine. These data are listed in Table 8.
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TABLE 8

WICHE EXCHANGE STUDENTS BY FIELD
1976-77 through 1984-85

Field of Study 77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85
Architecture 6 9 7 9 15 17 18 13
Dental Hygiene* 1 1 1 0 1 0 0 0
Dentistry 11 13 13 15 18 15 15 15
Forestry 4 10 9 7 6 6 6 4
Graduate Library L 5 2 11 8 7 9 %
Graduate Nursing 1 1 2 6 3 4 7

Law 64 75 100 142 155 180 165 162
Maritime Technology N.A. N.A. N_A. N.A. 7 7 4 5
Medicine 12 11 8 6 11 11 11 17
Occupational Therapy 3 1 1 3 3 4 6 6
Optometry 4 7 7 5 5 4 3 5
Osteopathy N_.A. N.A. N.A. N.A. 3 6 10 13
Pharmacy 3 4 3 5 3 5 3 6
Physical Therapy 4 3 2 2 6 9 4 0
Podiatry 0 2 2 3 4 2 1 0
Public Health 1 2 1 10 14 11 7 6
Veterinary Medicine 7 8 8 8 7 12 15 20

TOTAL 123 152 166 232 269 300 284 287

*Di3continued as an exchange field in 1981-82.



The cost of the student exchange for 1984-85 is detailed
low support fee for Law, Law
exchange students accounted for only 36.1 percent of the total exchange
cost (as opposed to accounting for 56.5 percent of the students).

can be seen that because of the relatively

TA3LE 9

WICHE SUfi.ORT COSTS BY FIELD OF STUDY

Field of Study

Architecture
Dentistry

Forestry

Graduate Library
Graduate Nursing
Law

Maritime Technology
Medicine
Occupational Therapy
Optometry
Osteopathy

Pharmacy

Physical Therapy
Podiatry

Public Health
Veterinary Medicine

TOTAL

1984-85

Support Fee

$ 3,200
10,500
3,200
4,000
5,800
4,000
7,700
21,000
3,700
5,700
9,500
4,700
4,200
6,500
4,900
13,000

N.A.

Total Students

13
15
4

=
(o2}

=
DO OO0 Wuro N UIN g @

[EEN

N
o

287

in Table 9. It

Total Costs

$ 37,333
170,932
9,600
24,000
31,031
645,000
38,500
336,000
17,767
28,500
123,500
28,200
0

0
23,015
272,000

$1,785,378



STATE EDUCATIONAL INCENTIVE GRANT (SEIG) PROGRAM

The State Educational Incentive Grant (SEIG) Program provides need-based

grants to eligible Alaskans enrolled in undergraduate programs. Grant
awards vrange from a minimum of $100 to a maximum of $1,500 each,
depending upon demonstrated need. One-half of each grant 1is federally

funded and one-half 1is provided by the State. Grants are awarded to
eligible applicants in order of greatest financial need asmeasured by a
standard need analysis.

Participation Rates

1984-85 was the seventh year of operation of the SEIG Program in Alaska.
Over 1,500 Alaskans applied for grant funds 1in 1984-85, but because of
fund limitations, only 168 grants were awarded. As can be seen in Table
10, however, this 1is a increase from 1983-84 when 126 grants were
awarded. Tne increase is the result of a smallboost in funds at the
federal level. The grant funds available in 1984-85 were 27.0 percent
more than the previous year.

Also listed in Table 10 are the awards for 1in-state and out-of-state
attendance and an institutional listing of the in-state awards. As in
the past, University of Alaska, Anchorage students received the most SEIG
awards.
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[nstitution

Uof Alaska, Anchorage

Uof Alaska, Fairbanks

Uof Alaska, Juneau
Anchorage CC

Kenai Peninsula CC

Mat-Su CC

Tanana Valley CC

Sheldon Jackson College
Alaska Pacific University
Alaska Business College
Kuskokwim Community College
Islands Community College
Ketchikan Communicy College
Prince William Sound
Gordon's Aviation

Total In-State
Total Out-of-State

TOTAL

#Reported In UAA totals.
e e&Reported In UAF totals.

78-79

87
42
i

*

O OO O OO O

—
=3
o

193

Number of Grants

19-80 80-81
85 84
12 24
0 1

35
S
** )

8 5
0 2
0 0
0 0
0 0
0 0
0 0
0 0
116 158
b1 80
177 238

43
25
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OO O OO DO DD = U1 OO PO

—
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[ —
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—
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29
20

b
23
10

@

—_
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105
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156

17
17
2
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F PO WO OO B

[=2]
oo

58

126

TABLE 10

DISTRIBUTION OF STUDENTS RECEIVING STATE

EDUCATIONAL INCENTIVE GRANTS
1978-79 through 1984-85

81-82 82-83 83-84 84-85

28
17
2
17
b

—
—_

O MR PN O O M U1 00O

100

68

168

78-79 79-80

$ 61,225  $119,219
30,464 12,357

6,082 6,798

35 *
7,500
k

**

26,753 12,000
2,265

copmpoo o

$126,789  §157,874
$ 2323 § 82,731

$129,112  $240,605

80-81

$118,511
28,500
1,500
52,500
6,000
4,500

0

7,500
3,000

0

OO O O o

$222,011

$116,909

$338,920

Award Total

81-82

$ 55,750
36,000
3,000
22,144
6,000
1,500
2,250
9,750

0

0
0
0
0
0
0

$136,994
$102,030

$239,024

82-83 83-84

$ 41,500 § 25,500
27,000 25,500

7,500 3,000
34,000 25,500
14,250 1,500
4,500 3,000
0 0
14,250 6,000
750 0
1,500 1,500
1,500 0
0 4,500

0 3,000

0 1,500

0 1.500

$146,750  $102,000
$ 70.500 § 87,000

$217,250  $189,000

84-85

$ 39,750
24,750
3,000
21,750
8,250
1,500

0
25,500
7,500
3,000
0

0
3,000
3,000
0

$141,000

$ 99,500

$240,500
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| STUDENT
8 LEVEL

Under-
graduate

Graduate

TOTAL

STUDENTS ATTENDING IN-STATE

Number Percent

of of
Loans Total Loan Amount
35,562 49.3  $120,916,632
1,540 199 $ 6,166,210
37,102 46.4  $127,032,842

ALASKA STUDENT LOAN PROGRAM
(1971-72 through 1984-85)

TABLE 11

FOURTEEN-YEAR SUMMARY
(1971-72 through 1984-85)

Percent

of
Total

48.0

17.5

44.2

STUDENTS ATTENDING OUT-OF-STATE

Number Percent Percent
of of of
Loans Total Loan Amount Total
36,625 50.7  $131,185,525 52.0
6,216 80.1 $ 29,025,553 82.6
42 841 53.6 $160,211,078 55.8

Number
of
Loans

12,187

7,756

79,943

TOTAL

Loan Amount

$252,102,157

$ 35,191,763

$287,293,920



TABLE 12
YEARLY SUMMARY
OF
UNDERGRADUATE STUDENT LOANS

STUDENTS ATTENDING IN-STATE STUDENTS ATTENDING OUT-OF-STATE TOTAL
Percent Percent Percent Percent
ACADEMIC Loan of of Loan of of Loan

YEAR  Recipients  Total Loan Amount  Total Recipients Total Loan Amount Total Recipients  Loan Amount

1971-72 570 57.6 § 680,351 50.1 420 424§ 666,536 49.5 990 § 1,346,887
1972-73 761 48.7 965,274 42.1 801 513 1,326,975  57.9 1.562 2,2921749
1973-74 585 40.1 913,284 38.8 874 59.9 1,438,990 61.2 1,459 2,352,274
1974-75 528 41.5 764,872 36.4 745 58.5 1,336,279 63.6 1,273 2,101,151
1975-76 456 30.5 1112 279 1,041 69.5 1,927,334 721 1.497 2,674,446
1976-77 561 33.1 858,139 28.6 1,132 66.9 2,143,458 714 1,693 3,001,597
1977-78 3 35.9 1,211,203 32.7 1,272 64.1 2,496,063 67.3 1,985 3,707,266
1978-79 861 35.1 1,664,246 317 1,591 64.9 3,581,002 683 2,452 5,245,248
1979-80 1,245 36.1 2,469,354 32.2 2,203 63.9 5,191,236  67.8 3,448 7,660,590
1980-81 2,600 45.3 5,568,580 41.8 3,145 54.7 7,166,597  58.2 5,751 13,335,177
1981-82 4,225 47.3 15,846,331 44.6 4,710 52.1 19,688,486 55.4 8,935 35,534,817
1982-83 6,305 53.1 24.254,812 49.5 5,574 46.9 24,705,330  50.5 11,879 48,960,142
1983-84 1.175 53.3 28,642,717 011 6,274 46.7 27,459,737 48.9 13.449 56,102,454
1984-85 8.971 56.7 36,330,357 53.6 6,843 43.3 31,457,502 46,4 15,814 67.787,859

TOTAL 35,562 49.3  $120,916,632  48.0 36,625 50.7  §$131,185,525 52.0 12,187 $252,102,157



ACADEMIC

YEAR

1971-72

1972-73

1973-74

1974-75

1975-76

1976-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84

1984-85

TOTAL

STUDENTS ATTENDING IN-STATE

Loan
Recipients

3l
48
37
31
25
23
2
41
58
127
229
276
292
295

1,540

Percent

of

Total

34.1
25.8
18.0
16.8
11.3
10.1

9.6
12.0
12.3
17.9
23.8
23.4
21.9
211

19.9

L

$

oan Amount

74,613
113,990
107,988

86,266

61,424

69,833

63,919
108,130
168,519
391,885

1,060,365
1,229,172
1,321,950
1,308,156

$6,166,210

TABLE 13

YEARLY SUMMARY

OF

GRADUATE STUDENT LOANS

Percent

of

Total

29.1

19.7

17.0

15.4

8.7

8.2

1.1

9.2

9.8

14.8

21.1

20.3

19.4

17.9

17.5

STUDENTS ATTENDING OUT-OF-STATE

Loan

Recipients

60
138
169
153
197
205
253
302
412
582
134
903

1,044
1,064

6,216

Percent

of

Tota

65.9

74.2

82.0

83.2

88.7

89.9

90.4

88.0

87.7

82.1

76.2

76.6

8.1

8.3

80.1

Loan Amount

$ 181,658
464,145
525,914
472,390
647,127
179,077
§32,9%. im

1,063,024
1,544,840
2,264,218
3.964,317
4,818,081
5,487,912
5,979,868

$29,025,553

Percent

of

Tota

70.9

80.3

83.0

84.6

91.3

91.8

92.9

90.8

90.2

85.2

8.9

19.7

80.6

82.1

82.5

Loan

Recipients

91
186
206
184
222
228
280
343
470
709
963

1,179
1,336
1,359

7,756

TOTAL

Loan Amount

$ 256,271
578,135
633,902
5L"0,656
708,551
848,910
896,901

1,171,154
1,713,359
2,656,103
5,024,682
6,047,2" "
6,809,862
7,288,024

$35,191 763



ACADEMIC

YEAR

1971-72

1972-73

1973-74

1974-75

1975-76

1976-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84

1984-85

TOTAL

STUDENTS ATTENDING IN-STATE

Loan

Recipients

601
E09
622
559
481
584
740
902
1,303
2,133
4,454
6,581
1,467
9,266

37,102

Percent

of

Total

55.6

46.3

31.4

38.4

28.0

30.4

32.1

32.3

33.3

42.3

45.0

50.4

50.5

54.0

46.4

Loan Amount

$  754.964
1,079,264
1,021,272
851,138
808,536
¥21,972
1,275,122
1,772,376
2,637,873
5,960,465
16,906,695
25,483,984
29,964.667
37,638,513

$127,082,841

TABLE 14

YEARLY SUMMARY

OF

ALL STUDENT LOANS

STUDENTS ATTENDING OUT-OF-STATE

Percent

of Loan
Total  Recipients
47.1 480
37.6 939
34.2 1,043
32.0 898
23.9 1,238
24.1 1,337
21.7 1,525
27.6 1,893
28.1 2,615
37.3 3,121
41.7 5,444
46.3 6,477
47.6 7.318
50.1 7,907
44.2 42,841

Percent

of

Total

444
53.7
62.6
61.6
72.0
69.6
67.3
67.7
66.7
57.7
55.0
49.6
49.5
46.0

53.6

Loan Amount

$ 848,194
1,791,120
1,964,904
1,808,669
2,574,461
2,922,535
3,329,045
4,644,026
6,736,076

10,030,815
23,652,804
29,523,411
32,947,649
37,437,370

$160,211,079

Percent

of

Total

52.9

62.4

65.8

68.0

6.1

75.9

72.3

12.4

71.9

62.7

58.3

3.7

52.4

49.9

55.8

Loan

Recipients

1,081
1,748
1,665
1,457
1,719
1,921
2,265
2,795
3,918
6,460
9,898
13,0=8
14,785
17.173

79,943

TOTAL

Loan Amount

$ 1,603,158
2,870,384
2,986,176
2,659,807
3,382,997
3,850,507
4,604,167
6,416,402
9,373,949

15,991,280
40,559,499
55,007,395
62,912,316
75,075,883

$287,293,920



TABLE 15
KEAN LOAN AMOUNT PER RECIPIENT
BY
IN-STATE/OUT-OF-STATE INSTITUTIONAL ATTENDANCE

STUDENTS ATTENDING IN-STATE STUDENTS ATTENDING OUT-OF-STATE TOTAL
Number of Total Mean Loan ~ Number of Total Mean Loan  Number of Total Mean Loan
ACADEMIC Loan Amount per Loan Amount per Loan Amount per
YEAR  Recipients Loaned  Recipient Recipients Loaned  Recipient  Recipients Loaned Recipient
1971-72 601§ 754,964 $1,256 480 $ 848.194 $1,767 1080 $§ 1,603,158 $1,483
1972-73 809 1,079,264 1,334 939 1,791,120 1,907 1.748 2,870,384 1,642
1973-74 622 1,021 272 1,642 1,043 1,964,904 1,884 1,665 2,986,176 1,793
1974-75 559 851,138 1,523 898 1,808,669 2,014 1,457 2,659,807 1,826
1975-76 481 808,53C 1,681 1,238 2,574,461 2,080 1,719 3,382,997 1,968
1976-77 584 927,972 1,589 1,337 2,922,535 2,186 1,921 3,850,507 2,004
1977-78 740 1,275,122 1,723 1,525 3,329,045 2,183 2,265 4,604,167 2,033
1978-79 902 1,772,376 1,965 1,893 4,644,026 2,453 2,195 6,416,402 2,296
1979-80 1,303 2,637,873 2,024 2,615 6,736,076 2,576 3,918 9,373,949 2,393
1980-81 2,133 5,960,465 2.181 3.121 10,030,815 2,691 6,460 15,991 280 2,475
1981-82 4,454 16,906,695 3,796 5,444 23,652,804 4,345 9,898 40,559,499 4,098
1982-83 6,581 25,483,984 3,872 6,477 29,523,411 4,558 13,058 55,007,395 4,213
1983-84 7,467 29,964,667 4,013 7.318 32,947,649 4,502 14,785 62,912,316 4,255
1984-85 9,266 37,638,513 4,062 7,907 37,437,370 4,735 17,173 75,075,883 4,372

TOTAL 37.102  $127,082,841 $3,425 42,841  $160,211,079  $3,740 79,943 $287,293,920 $3,594



TABLE 16

DISIRIBUTTON OF ALASKA STATE LOANS

FOR STUDENTS ATTENDING
(1984-85 Loans)

Institution

University of Alaska, Fairbanks
Anchorage Community College
University of Alaska, Anchorage
Kenai Peninsula Community College
University of Alaska, Juneau

Alaska Pacific University
Bookkeeping Concepts

Alaska iMasonry School

Testing Institute of Alaska

Alaska Vocational-Technical Center
Tanana Valley Community College
Matanuska-Susitna Community College
Alaska Computer Institute of Technology
Sheldon Jackson College

New Anchorage Beauty School

Alaska Business College

Clerical Skills Training

Alaska Vocational School

North Pacific Business Institute
Scruples 11, Action School of Broadcasting
Trend Setters School of Beauty

Aviation Network
Ketchikan Community College

Prince William Sound Community College

Hutchison Career Center

Satellite Technicians Applied Research and
Development

Wilburs Flight Operation

Aero Tech Flight School

Gordon Aviation, Inc.

People Count, Inc.

Victorian Academy of Cosmetology & Barberi

Academy of Hair Design

Islands Community College

Headquarters Barber & Beauty Academy

Elmendorf Aero Club

Fort Richardson Flying Club

Vernalr

Anchorage Alaska School of Barbering

Kodiak Community College

Aviation North

New Concepts Beauty School

Kotzebue Technical Center

-39

IN ALASKA

No.

2,064
1,531
1,403
390
283
263
235
232
199
195
180
176
154
153
142
134
107
71

68

67

66

63
60

59
59

54
52
46
46
39
ng 38
38
38
34
33
33
30
28
28
27
27
26

1984-85
Amount

$ 7,296.300
5,470,650
5,372,500
1,515,000
1,032,900
1,086,400
1,203,650
1,230,050
1,028,050

528,050
681,500
666,700
900,900
618,600
743,050
768,500
626,500
364,350
387,400
322,800
395,350

336,500
211,350

211,500
210,750

328,000
263,850
235,450
206,850
205,600
201,600
168,050
133,450
179,950
180,300
180,150
173,200
138,550

91,250
126,100
111,700
118,600



TABLE 16
(Continued)

Institution

Kuskokwim Community College

Worid Security Police Academy
Larry's Flying Service

A.l.R. Center

Peninsula Hair Styling Academy
Alaska Air Academy

Delta Greely Rural Educational Center
The Travel Academy

Peninsula Institute of Welding Technology
High Tech Helicopters

Alaska Flying Network

St. Herman's Theological Seminary
American Pacific Aviation
Fairbanks Beauty School
University of LaVerne

Club 1 Flight Group

Action Helicopter

Alaska Bible College

Chapman College

Mat-Su Bush Flying

Air Cushion Technologies
Northwest Community College
Arctic Bible Institute

Alaska Technical Institute
Alaska Aviation School

Fort Wainwright Flying Club
Far North Bible College

University of Alaska, Rural Education
Alaska School of Medical & Dental Assisting
Marenco, Inc.

Flight Training Devices

TOTAL
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9,266

1984-85

Amount

$ 59
79
120
113
89

82,

61

67,

84

*6,
76,
53,
73,
42,

39
32

30,
22,

15

15,
14,
10,
10,

9,
15,
10,

5

g o w o

$37,638,

,450
,200
,950
,800
,900
850
,550
850
,900
300
800
250
850
700
,400
,500
700
750
,000
750
750
900
150

300
850

200
,550
,000
,000
,000
, 700

500



TABLE 17

STUDENT LOAN BORROWERS ATTENDED
(1984-85 Loans)

"Bookkeeping Concepts
*Alaska Masonry School

Institution No.

*University of Alaska, Fairbanks 2,064
*Anchorage Community College 1,531
*University of Alaska, Anchorage 1,403
*Kenai Peninsula Community College 390
*University of Alaska, Juneau 283
*Alaska Pacific University 263
University of Washington (WA) 254

Oregon State University (OR) 244

235

232

University of Oregon (OR) 213

*iesting Institute of Alaska 199
*Alaska Vocational-Technical Center 195
*Tanana Valley Community College 180
*Matanuska-Susitna Community College 176
Western Washington University (WA) 166

Arizona State University (AZ) 165

Brigham Young University (UT) 163

*Alaska Computer Institute of Technology 154
*Sheldon Jackson College 153
International Air Academy (WA) 150

*New Anchorage Beauty School 142
*Alaska Business College 134
Washington State University (WA) 133

Northern Arizona University (AZ) 109

*Clerical Skills Training 107
Central Washington University (WA) 107

University of Puget Sound (WA) 104

Gonzaga University (WA) 96

University of Arizona (AZ) 94

Willamette University (OR) 90

West Coast Training Services (OR) 90

Montana State University (MT) 85

University of Hawaii, Manoa (HI) 78

University of Colorado, Boulder (CO) 76

Seattle University (WA) 76

*Alaska Vocational School 71
Pacific Lutheran University (WA) 70

Seattle Pacific University (WA) 70

*North Pacific Business Institute 68
University of ldaho (ID) 67

*Irend Setters School of Beauty 66

*Alaskan Schools

-34-

INSTITUTIONS AT WHICH AT LEAST FIFTY ALASKA

1984-85
Amount

(7,296,307 =
5,470,650
5,372,500
1,515,000
1,032,900
1,086,400
1,239,400
1,054,450
1,203,650
1,280,050
953,800
1,028,050
528,050
681,500
666,700
739,800
810,250
549,000
900,900
618,600
606,650

743,050
768,500

682,400
478,550
626,500
466,800
563,750
534,600
431,800
503,950
324,800
358,600
393,250
384,700
338,300
364,350
367,650
338,400
387,400
326,650
395,350



TABLE 17
(Continued)

Institution

University of Montana (MT)
*Aviation Network

Lewis and Clark College (OR)
*Ketchikan Community College

Eastern Washington University (WA)

*Prince William Sound Community College

*Hutchison Career Center
Colorado State University (C0)
Stanford University (CA)
Linfield College (OR)

*Satellite Technicians Applied Research and

Development

DeVry Institute of Technology (AZ)
Southern Oregon . "-ate College (OR)

*Wilbur®"s Flight Operation
Highline Community College (WA)

*Alaskan School

-35-

No.

66
63
63
60
59
59
59
56
55
55

54
53
53
52
50

1984-85

Amount

241,850
336,500
304,950
211,050
X.79 ,250
211,500
210,750
298,600
283,100
265,100

328,000
246,050
238,600
263,850
186,450



