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C S  F O R  H O U S E  B E LL  N O . 2 5 7 (H E S )

IN  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - F IR S T  S E S S IO N

B Y  T H E  H O U S E  H E A L T H , E D U C A T IO N  A N D  S O C I A L  S E R V IC E S  C O M M IT T E E
O ffered:Referred:
Sponsor(s): H O U S E  H E A L T H , E D U C A T IO N  A N D  S O C I A L  S E R V IC E S  C O M M IT T E E

A B IL L

F O R  A N  A C T  E N T IT L E D

"A n  A c t re la t in g  to s tuden t lo a n  p ro g ram s , in te rsta te  com pacts f o r  p o s tseconda ry

ed u c a tio n , a n d  fees f o r  rev iew  o f  p ostseconda ry  educa tion  in s titu tion s ; and

p ro v id in g  f o r  an  e ffec tive d a te ."

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t io n  1 . A S 1 4 .4 3 .1 1 0  is repea led and reenacted to read:
Sec. 1 4 .4 3 .1 1 0 . S T U D E N T  L O A N S , (a ) In a schoo l year, the com m iss ion  

m ay m ake a loan not to exceed
(1 ) $ 8 ,5 0 0  to a fu ll-tim e  undergraduate student o r  $ 5 ,0 0 0  to a ha lf-tim e 

undergraduate student attending a co lle g e  o r un iversity i f  the fu l l-  o r  ha lf-tim e student 
is o therw ise e lig ib le  under A S  1 4 .4 3 .1 2 5 ;

(2 )  $ 9 ,5 0 0  to a fu ll- t im e  graduate student o r  $ 4 ,5 0 0  to a ha lf-t im e  
g raduate student attending a co lle g e  o r  un iversity  i f  the fu l l-  o r  h a lf-t im e graduate 
student is otherw ise e lig ib le  under A S  1 4 .4 3 .1 2 5 ;

(3 )  $ 5 ,5 0 0  to a hail-tim e student o r  $ 2 ,0 0 0  to a  ha lf-tim e student i f  the
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1 fu ll-  o r  ha lf-tim e student is attending a career education p rog ram  that is n ine o r  m ore
2 m onths in length and is otherw ise e lig ib le  under AS 1 4 .4 3 .1 2 5 ;
3 (4 )  $ 3 ,0 0 0  to a fu ll-t im e  student o r  $ 1 ,0 0 0  to a h a lf-t im e  student i f  the
4 fu l l-  o r  ha lf-tim e student is attending a career education p rog ram  that is less than nine

1 5
m onths in length and is otherw ise e lig ib le  under AS 1 4 .4 3 .1 2 5 .

1 6
(b ) The com m iss ion m ay make a loan fo r  a sum m er te rm , even i f  the tota l

1 7
loan fo r  the schoo l yea r exceeds the lim it im posed under (a ) o f  this section i f  the loan

I  8
fo r  the sum m er term is counted against the lim it imposed under (a ) o f  this section fo r

9 9 the fo llow in g  schoo l year.

i 10 (c ) The com m iss ion sha ll adopt regu la tions estab lish ing a m in im um  am ount
i i f o r  which a loan  m ay be made.
12 * S e c . 2 . A S  1 4 .4 3 .1 2 0 (a ) is amended to read:
13 (a ) Proceeds from  a scholarsh ip loan to a fu ll-tim e  student m ay o n ly  be used
14 fo r  books , tu ition and required fees, loan o r ig in a t io n  fG U A R A N T E E l fees, and room
15 and board . Proceeds from  a scho larsh ip loan to a ha lf-tim e student m ay o n ly  be used

3 16 fo r  b ooks , tu ition and required fees, and loan o r ig in a t io n  rG U A R A N T E E l fees.
17 * Sec . 3 . A S  1 4 .4 3 .1 2 0 (b ) is amended to read:
18 (b ) Scho la rsh ip  loans m ay on ly  be used to attend a

1 19 (1 )  career education p rog ram  op e ra t in g  on  a  so u n d  fisc a l basis that
20 has [B E E N ]
21 (A ) on e ra ted  TA PPRO V ED  B Y  T H E  C O M M IS S IO N  B E F O R E
22 J U L Y  I , 1986 ;

1 23 (B )  O P E R A T IN G ] fo r  tw o years b e fo re  the b o rrow e r attends;
24 an d
25 (B )  subm itted  an  execu ted u ro g ram  p a rt ic ip a t io n  ag re em en t
2 6 as re o u i re d  bv the c om m iss io n ; TOR
2 7 (C ) O P E R A T IN G  F O R  O N E  Y E A R  B E F O R E  T H E
2 8 B O R R O W E R  A T T E N D S  A N D  T H E  C O M M IS S IO N  D E T E R M IN E S  T H E
29 P R O G R A M  IS  O P E R A T IN G  O N  A  F IS C A L L Y  S O U N D  B A S IS ; ]  o r
3 0 (2 )  a co lleg e  o r un ive rs ity  that
31 (A ) has o p e ra te d  [B E E N  A P P R O V E D  B Y  T H E

L
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C O M M IS S IO N  B E F O R E  J U L Y  1, 1986 , O R  H A S  B E E N  O P E R A T IN G ] fo r  
at least two years be fo re  the b o rrow er attends;

(B )  is accredited by a nationa l o r reg iona l accred itation 
association recognized by the C ounc il on Postsecondary A ccred ita tion  o r  is 
approved by the com m iss ion ; [A N D ]

(C ) i f  the loan s are fede ra lly  insured, is approved by the Un ited 
States Secretary o f  E duca tion ;

is a  d eg re e  g ra n t in g  in s t itu tio n ; an d
(E )  has su bm itte d  an execu ted p ro g ra m  p a rt ic ip a t io n  

ag re em en t as re q u ire d  h v  th e  c om m iss io n .
*  Sec . 4 . A S 1 4 .4 3 .1 2 0 (d ) is amended to read:

(d ) Scho la rsh ip  loans m ay not be made to a student
(1 )  fo r  m ore than a  to ta l o f  $ 4 2 .5 0 0  f o r  [F IV E  Y E A R S  O F ] 

undergraduate study;
(2 ) fo r  more than a  to ta l o f  $ 4 7 ,5 0 0  f o r  [F IV E  Y E A R S  O F ] graduate

study ;
(3 )  fo r  m ore than a com b in ed  tota l o f  $ 7 9 ,0 0 0  fo r  [E IG H T  Y E A R S  

O F ] undergraduate and graduate study ;
(4 ) to attend an institution, other than a nonp ro fit institution, i f  the total 

am oun t o f  scho larsh ip loans made to students to attend that institution exceeds 
$ 1 0 0 ,0 0 0  and the de fau lt rate on those loans exceeds the program  defau lt rate by m ore 
than 150 percent as defined by regu la tion .

*  Sec . 5 . A S  1 4 .4 3 .1 2 0 (e ) is repea led and reenacted to read:
(e ) Interest on a scho larsh ip loan  accrues from  the time the loan is disbursed; 

how ever, the state sha ll pay the interest w h ile the b o rrow e r continues to be en ro lle d  
unde r (c ) o f  this section.

*  Sec . 6 . A S 1 4 .4 3 .1 2 0 (g ) is amended to read:
(g )  A b o r ro w e r 's  o b lig a t io n  to com m ence  re p a ym en t [R E P A Y M E N T ] o f  

the p rincipa l and interest on the loan  begins s ix  m on th s  [N O T  L A T E R  T H A N  O N E  
Y E A R ]  a fte r the b o r ro w e r  is n o  lo n g e r  e n ro l le d  u n d e r (c ) o f  th is sec tion . T h e  
b o r r o w e r  sh a ll re p ay  [B O R R O W E R 'S  S T U D IE S  A R E  T E R M IN A T E D . T H E  L O A N
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S H A L L  P R O V ID E  F O R  R E P A Y M E N T  O F ] the tota l amount ow ed in period ic 
insta llm ents o f  a t  le a s t $ 5 0  a m on th  o v e r  a  p e r io d  o f  [ IN ] no t m ore than 15 [1 0 ] 
years from  the commencement o f  th e  repayment ob lig a tion  [ IF  T H E  L O A N  IS T O  
A  F U L L -T IM E  S T U D E N T , O R  IN  N O T  M O R E  T H A N  F IV E  Y E A R S  F R O M  T H E  
C O M M E N C E M E N T  OF R E P A Y M E N T  IF  T H E  L O A N  IS  T O  A  H A L F -T IM E  
S T U D E N T , E X C E P T  AS P R O V ID E D  IN  (k ) A N D  (m ) O F  T H IS  S E C T IO N ]. I f  the 
com m iss ion  and the bo rrow er agree to a d iffe ren t repayment schedule, the bo rrow er 
sh a ll repay the loan  in accordance w ith the agreement. A  b o rrow e r m ay make 
paym ents e a r lie r than required by this subsection o r  th e  ag re em en t.

*  Sec . 7 . A S 1 4 .4 3 .1 2 0 (h ) is amended to read:
(h ) Secu rity may not be requ ired fo r  a loan ; how ever, a loan  o r ig in a t io n  

[G U A R A N T E E ] fee, as spec ified  in (u ) o f  this section, sha ll be deduc ted  
[C H A R G E D ] at the time that the loan is d isb u rsed  [A W A R D E D ]. A dd ition a lly , the 
b o r r o w e r  sh a ll p av  [P R O V IS IO N  S H A L L  B E  M A D E  F O R  P A Y M E N T  O F ] a ll fees 
and costs incurred in co llection [O F  T H E  A M O U N T  O W E D ] on the loan i f  it becomes 
de linquen t o r in defau lt.

*  Sec . 8 . A S  1 4 .4 3 .1 2 0 (i) is amended to read:
( i )  I f  a loan  is in de fau lt, the com m ission

(1 )  sha ll no tify  the bo rrow er that, i f  the bo rrow er has an occupationa l 
license issued under AS 08 , the license may not be renewed under AS 0 8 .0 2 .0 2 5  and 
that repaym ent o f  the rem ain ing balance is accelerated and due by m a ilin g  
[S E N D IN G ] the bo rrow er a notice a t the m os t re cen t add re ss  p ro v id e d  to the 
c om m iss io n  b v  the b o r ro w e r  [B Y  R E G IS T E R E D  O R  C E R T IF IE D  M A LL ];

(2 )  may take the borrow er's permanent fund  d iv idend  under 
A S  4 3 .2 3 .0 6 5 (b ) (3 )  to satis fy the balance due on a  [T H E ] de fau lted lo an ; and

(3 )  sha ll p rov ide notice o f  the de fau lt to the Departm ent o f  C om m erce 
and Econom ic  D eve lopm en t, i f  the loan  recip ient is licensed under A S  0 8 .

*  Sec . 9 . A S  1 4 .4 3 .1 2 0 (k ) is amended to read:
(k )  A  b o r ro w e r 's  o b lig a t io n  to m a k e  p e rio d ic  p a ym en ts  [P E R IO D IC  

IN S T A L L M E N T S ] o f  p rinc ipa l sh a ll be de fe rred , but the b o r ro w e r 's  o b lig a t io n  to 
p a v  interest sh a ll con tinue u n le ss  th e  sta te  t a v s  the in te re s t b v  a p p ro p r ia t io n
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u n d e r ft ) [A C C R U E  A N D  B E  PA ID  U N LE S S  T H E  B O R R O W E R  IS  E L IG IB L E  FO R  
IN T E R E S T  P A Y M E N T  B E N E F IT S  U N D E R  (1)] o f  this section , du ring any o f  the 
fo llow in g  periods :

(1 )  [ IF  T H E  B O R R O W E R  R E C E IV E D  A  L O A N  T O  A T T E N D  AS A 
F U L L -T IM E  S T U D E N T ,] return to fu ll-tim e student status in good standing in a  career 
education p rog ram , co llege , o r  un iversity that meets the requirements under (b ) o f  this 
section ;

( 2 )  i f  the b o rrow e r rece ived a loan  to attend as a h a lf-t im e  student, 
return to at least h a lf-t im e  student status in good  standing in

(A ) a career education p rog ram , co lleg e , o r  un ive rs ity  in the 
state that meets the requirem ents under (b ) o f  this section , o r

(B )  a career education program , co llege , o r  university that meets 
the requ irem ents under (b ) o f  this section , and the b o rrow e r is physica lly  
present in the state w h ile  attending the career education p rog ram , co lle g e , o r 
un iv e rs ity ; a b o rrow e r is not e lig ib le  fo r  d e fe rra l under this parag raph fo r  a 
p e riod  lon g e r than e igh t years;

( 3 )  se rv ing an initia l pe riod  o f  up to th re e  [S IX ] years on active duty 
as a m em ber o f  the arm ed fo rc es  o f  the Un ited  States;

( 4 )  se rv ing , f o r  up to three years , as a fu ll-t im e  vo lu n tee r under the 
Peace C o rp s Act;

( 5 )  serv ing , f o r  up to three years , as a fu ll-t im e  vo lu n tee r under the 
D om estic  V o lu n te e r Se rv ice  A ct o f  19 73 ;

( 6 )  fo r  a one-tim e pe riod  up to 12 m onths in which the b o rrow e r is 
seek ing and unab le to Find em p loym en t in the U n ited  States; o r

(7 )  du ring the period o f  d isab ility  if , a f t e r  the lo a n  is d isb u rs e d , the 
b o rrow e r becom es to ta l ly  [5 0  P E R C E N T  O R  M O R E ] d isab led  as ce rtified  by 
com petent m ed ica l au thority .

Sec . 1 0 . A S 1 4 .4 3 .1 2 0 (1 ) is amended to read:
(1) The state sh a ll pay the interest on that po rtion  o f  a  loan that is not fede ra lly  

insu red du ring
(1 )  the pe riod  w h ile  [ IN  W H IC H ] the b o rrow e r c on tin u es  to  be
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e n ro lle d  u n d e r (c ) o f  th is section [IS  A  F U L L -T IM E  O R  H A L F -T IM E  S T U D E N T ] ; 
a n d

(2 )  deferments under (k )  o f  th is section.
*  Sec. 11. A S 1 4 .4 3 .1 2 0 (m ) is amended to read:

(m ) In case o f  hardship, the com m iss ion  may extend repayment o f  a lo an  fo r  
an additiona l period o f  up to five years [ IN  IN C R E M E N T S  N O  L O N G E R  T H A N  12 
M O N T H S  EA C H ].

*  Sec . 12. AS 1 4 .4 3 .1 2 0 (q ) is amended to read:
(q ) F o r the purposes o f  this s e c t io n  a loan is in de fau lt i f  a loan  paym en t is 

180 [1 2 0 ] o r  m ore days past due.
*  Sec. 13. AS 1 4 .4 3 .120 (t) is amended to read:

(t ) P a ym en t o f  in te res t u n d e r  (T) o f  th is section  a n d  fo rg iv e n e s s  
[F O R G IV E N E S S ] under (s ) o f  this section a r e  [ IS ] sub ject to app rop ria tion  by the 
leg is la tu re . M oney obtained from  the sa le o f  bonds by the Student L oan  C orpo ra tion  
under A S 14 .4 2 .2 2 0  may not be appropria ted  fo r  the p a ym en t o f  in te re s t o r  the 
fo rg iveness o f  loans.

*  Sec . 14. A S 1 4 .4 3 .1 2 0 (u ) is amended to read:
(u ) T h e  com m iss ion  bv re g u la t io n  sh a ll se t a [A ] loan  o r ig in a t io n  

[G U A R A N T E E ] fee , n o t to exceed fiv e  [O F  O N E ] percent o f  the to ta l scho la rsh ip  
loan  a m o u n t jo  [S H A L L ] be assessed upon a scho larsh ip loan that is funded from  the 
student loan  fund o f  the A laska Student L o an  C o rpo ra tion . The loan  o r ig in a t io n  
[G U A R A N T E E ] fee sha ll be deducted  a t th e  tim e [A D D E D  A S  A  F IN A N C E  
C H A R G E  T O ] the [T O T A L ] loan  is d isb u rsed  [A M O U N T  A W A R D E D , 
N O T W IT H S T A N D IN G  T H E  L O A N  L IM IT S  SE T  O U T  A T  AS 1 4 .4 3 .1 1 0  A N D  
1 4 .4 3 .1 1 5 ]. Subject to appropriation, the loan o r ig in a t io n  [G U A R A N T E E ] fees sha ll 
be deposited into an  o r ig in a tio n  [A  G U A R A N T E E ] fee account w ith in  the student 
lo an  fund o f  the A laska  Student L oan  C o rp o iauu ii, and subsequen tly  used
[T R A N S F E R R E D ] by the c o rp o ra t io n  [C O M M IS S IO N  T O  L O A N  A C C O U N T S  
W IT H IN  T H E  S T U D E N T  L O A N  F U N D ] to o ffs e t losses incu rred  [D U E  T O  
S T U D E N T  LO A N  D E B T  C A N C E L L A T IO N ] as a resu lt o f  death, d isab ility , d e fa u lt  
o r  bankruptcy o f  the b o r ro w e r  [S T U D E N T ].
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Sec . 1 5 . A S  1 4 .4 3 .1 2 5 (a ) is amended to read:
(a ) A  person m ay app ly fo r  and obtain a scho la rsh ip  loan i f  the person

( 1 )  is
(A ) en ro lled  as a fu ll- t im e  student in a ca ree r education , 

associate, baccalaureate, o r  graduate degree prog ram ;
(B )  en ro lled  as a h a lf-t im e  student in a ca ree r education , 

associate, baccalaureate, o r  graduate degree p rog ram  [IN ]
( i )  in  the state; o r
( i i )  o u t o f  the s ta te  [A  C A R E E R  E D U C A T IO N , 

A S S O C IA T E , B A C C A L A U R E A T E , O R  G R A D U A T E  D E G R E E  
P R O G R A M ] and is ph ys ica lly  present in th is [T H E ] state while 
attending that [T H E  C A R E E R  E D U C A T IO N , A S S O C IA T E , 
B A C C A L A U R E A T E , O R  G R A D U A T E  D E G R E E ] p rog ram ; o r

(C ) a graduate o f  a high schoo l o r the equiva lent, o r  scheduled 
fo r graduation from  a high schoo l w ithin s ix  months, with su ffic ien t credits to 
be adm itted to a career education p rog ram  o r  to an accredited co lle g e  o r 
un ivers ity ;

(2 )  is not delinquent o r in defau lt on  a p rev iou s ly  aw arded scho larsh ip
loan ; and

*

( 3 )  is a resident o f  the state at the time o f  application fo r  the loan ; fo r  
pu rposes o f  this section , a person qua lifie s  as a resident o f  the state i f  at the tim e o f  
app lication  fo r  the loan the person

(A ) has been physica lly present in the state fo r  at least one  y e a r 
[T W O  Y E A R S ] immediate ly b e fo re  the time o f  app lication fo r  the loan ;

(B )  is dependent on a parent o r  guardian fo r  care, the parent o r 
guard ian has been present in the state f o r  at least on e  y e a r  [T W O  Y E A R S ] 
im m ed ia te ly  b e fo re  the time o f  app lication fo r  the loan , and the pe rson  has 
been present in the state fo r  at least one ye a r o f  the immediate ly p reced ing five 
years excep t that the com m iss ion  m ay by a tw o-th irds vote , ac ting upon a 
w ritten appea l by the person, g rant an exem ption  to the requ irem ent that the 
person has been present in the state fo r one yea r o f  the im m ediate ly  preceding
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• •

1 f iv e  years;
2 (C ) has been phys ica lly  present in the state [, O R  IS  A

3 D E P E N D E N T  O F  A  P A R E N T  O R  G U A R D IA N  W H O  H A S  B E E N
4 P H Y S IC A L L Y  P R E S E N T  IN  T H E  S T A T E .l fo r  at least one  v e a r  1TW O

5 Y E A R S ] im m ediate ly be fo re  the applicant was absent from  the state and the
6 absence is due so le ly  to

7 ( i l  se rv ing  an in itia l pe riod  o f  up to th re e  rSDCI vears
8 on active duty as a m em ber o f  the arm ed fo rces o f  the U n ited  States;

9 ( ii ) serving fo r up to three years as a fu ll-t im e  vo lun teer
10 under the Peace C orps Act;
11 (iii) serving fo r up to three years as a fu ll-tim e  vo lun teer
12 under the D om estic V o lun tee r Serv ice A ct o f  1973 ;
13 ( iv )  required m edical ca re fo r  the app lican t o r  the
14 applicant's immediate fam ily ;
15 (v ) being a person who otherw ise qualifies as a resident

16 and is accompanying a spouse who qu a lifie s  as a resident under ( i )  -

17 ( iv ) o f  this paragraph; [O R ]
18 (v i) an absence a llow e d  u n d e r  (D ) ( i )  - ( iv )  o f  th is

19 n a ra e ra n h : o r
2 0 (D )  [H A S  B E E N  P H Y S IC A L L Y  P R E S E N T  IN  T H E  S T A T E ,
21 O R ] is a dependent o f  a parent o r  guardian who has been ph ys ica lly  present in
22 the state 1.1 fo r  at least one v e a r  [T W O  Y E A R S 1  im m ed ia te ly  b e fo re  HTHE
23 A P P L IC A N T  O R ] the parent o r  guardian was absent from  die state and the
2 4 absence is due so le ly  to
2 5 ( i ) participating in a fo re ig n  exchange student p rog ram

26 recognized by the com m ission ;
2 7 ( i i )  attending a schoo l as a fu ll- t im e  student;
2 8 ( i i i )  fu ll-t im e  em p loym en t by the state;

2 9 ( iv ) being a m em ber o f  o r  em p loyed  fu ll- t im e  by the

3 0 state's congressional de legation ;

3 1 (v ) being a person who otherw ise qua lifies as a resident

L
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and is accompanying a spouse who qua lifies as a residen t under ( i )  - 
( iv )  o f  this paragraph;
( 4 )  does not have a past due ch ild  support ob lig a tion  estab lished by 

cou rt o rd e r o r  by the ch ild  support en forcem ent d iv ision under A S 2 5 .2 7 .1 6 0  - 
2 5 .2 7 .2 2 0  at the time o f  application ; and

(5 )  has not, within the previous five  years, had a scho la rsh ip  loan 
d ischarged  o r  w ritten o f f  by the comm ission fo r  any reason.

*  S e c . 16. A S 1 4 .4 3 .1 2 5 (c ) is amended to read:
(c )  A  person may not be awarded a scho larsh ip loan under AS 1 4 .4 3 .0 9 0  - 

1 4 .4 3 .1 6 0  [ IF  A  F A M IL Y  E D U C A T IO N  L O A N  IS M A D E  O N  B E H A L F  O F  T H A T  
P E R S O N  U N D E R  A S  14 .43 .7 10  - 1 4 .4 3 .7 9 0  O R ] i f  that person receives a teacher 
scho la rsh ip  lo an  under AS 14 .43 .600  - 1 4 .4 3 .7 0 0  fo r  the same p e r io d  o f  a tten d an ce  
[S C H O O L  Y E A R ] .

*  S ec . 17. A S  1 4 .4 3 .1 2 5  is amended by adding a new subsection to read:
(d ) A  person incarcerated fu ll-tim e in a correctiona l fac ility  m ay not be

aw arded  a scho la rsh ip  loan  under AS 14 .4 3 .0 9 0  - 1 4 .4 3 .1 60  i f  the person's schedu led 
re lease date is m ore than two months after the scheduled com pletion date o f  the career 
educa tion  o r  degree prog ram  fo r  which the loan is requested. In this subsection , 
"c o rrec tio n a l fa c ility " has the meaning given in A S  3 3 .3 0 .9 0 1 .

*  S e c . 18. AS 1 4 .4 3 .1 5 0  is amended by adding a new subsection to read:
(d ) A n  assignment o f  wages authorized under this section that is m ade under

cou rt o rd e r has p rio rity , as against an attachment, execution , o r  other assignment,
excep t fo r  an assignment fo r  payment o f  ch ild  support under A S 2 5 .2 7 .0 7 0  o r as 
o the rw ise  o rde red  by the court.

*  S e c . 19. A S  1 4 .4 3 .3 0 0 (g ) is amended to read:
(g ) T h e  com m iss ion  b v  re g u la t io n  s h a ll se t a [A ] loan  o r ig in a t io n  

[G U A R A N T E E ] fee , n o t to exceed fiv e  [O F  O N E ] percent o f  the tota l m em oria l 
scho la rsh ip  loan  amount, to  [S H A L L ] be assessed upon a m em oria l scho la rsh ip  loan . 
T h e  lo an  o r ig in a t io n  [G U A R A N T E E ] fee sh a ll be deducted  a t th e  tim e  [A D D E D  
A S  A  F IN A N C E  C H A R G E  T O ] the [T O T A L ] loan is d isb u rs e d  [A M O U N T  
A W A R D E D ] . Subject to appropriation, the loan o rig in a tion  [G U A R A N T E E ] fee sha ll
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be deposited into an  o r ig in a t io n  [A  G U A R A N T E E ] fee account w ithin the m em oria l 
scho la rsh ip  re vo lv in g  loan fund, and subsequently transferred by the com m ission  to the 
approp ria te m em oria l scho larsh ip accounts w ithin the m em oria l scho la rsh ip  re vo lv ing  
lo an  fund to o ffs e t losses incurred due to loan debt cance lla tion  as a re su lt o f  death, 
d isab ility , o r  bankrup tcy o f  the student.

*  Sec . 2 0 . A S  1 4 .4 3 .6 4 0  is amended by adding a new subsection to read:
(e )  T eache r scho la rsh ip  loans made to a student m ay not exceed a total o f  

$ 3 7 ,5 0 0 .
*  Sec . 2 1 . A S  1 4 .4 3 .6 5 0 (c ) is amended to read:

(c )  A  student m ay not be awarded a teacher scho la rsh ip  loan  under 
A S  1 4 .4 3 .6 0 0  - 1 4 .4 3 .7 0 0  [ IF  A  F A M IL Y  E D U C A T IO N  L O A N  IS  M A D E  O N  
B E H A L F  O F  T H E  S T U D E N T  U N D E R  AS 1 4 .4 3 .7 1 0  - 1 4 .4 3 .7 9 0  O R ] i f  the student 
rece ives a scho la rsh ip  loan  under AS 1 4 .4 3 .0 9 0  - 1 4 .4 3 .1 6 0  fo r  the same p e r io d  o f  
a t te n d an c e  [S C H O O L  Y E A R ].

*  Sec . 2 2 . A S  1 4 .4 3 .7 4 0 (a ) is amended to read:
(a ) The p rov is ions o f  AS 14.4** 100, 1 4 .43 .110 , [1 4 .4 3 .1 1 5 ,] 1 4 .4 3 .1 2 0 (a ) - (d ),

( i ) ,  (m ), and ( r )  - (u ) , and 14 .4 3 .1 3 5  app ly  to a loan  made under AS 1 4 .4 3 .7 1 0  - 
1 4 .4 3 .7 9 0 .

*  Sec . 2 3 . A S  1 4 .4 3 .7 9 0 (a ) (1 )  is amended to read:
(1 )  "d e fau lt" means a loan that is 1 8 0  [1 2 0 ]  days o r  m ore past due in

repaym en t;
*  Sec . 2 4 . A S  14 .43  is amended by adding a new section to read ;

Sec . 1 4 .4 3 .9 2 0 . U N A U T H O R IZ E D  S C H O L A R S H IP S , L O A N S , A N D  
G R A N T S . I f  a person receives a scho larsh ip , loan , o r  grant under this title  fo r  which 
the pe rson  is not e lig ib le  under the p rov is ion s o f  this title , the scho la rsh ip , loan , o r  
g ran t is v o id  and the en tire balance o f  m oney paid is im m ed ia te ly  due to the 
sch o la rsh ip , lo an , o r  grant fund . T h is  section is in add ition  to any penalty that m ay 
be im posed  accord ing  to another p rov is ion  o f  law .

*  S ec . 2 5 . A S  14 4 4 .0 2 5  is amended to read:
Sec . 1 4 .4 4 .0 2 5 . P R O V IS IO N S  O F  S E R V IC E S . State partic ipation  under 

A rtic le s  V U I  and X H I o f  the W estern  R eg ion a l H igh e r Education  C om pact sha ll be
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lim ited  to the p rov is ion  o f  adequate services and fac ilities in the p ro fe s s io n a l fie ld s  
o f  s tu d y  a v a i la b le  th ro u g h  the P ro fe s s io n a l S tu d e n t E xch an g e  P r o g ra m  
a d m in is te re d  b v  the W e s te rn  In te rs ta te  C om m iss io n  o n  H ig h e r E d u c a t io n . T h e  
A la s k a  C om m iss io n  on  P o s ts econd a rv  E du c a tio n  sh a ll e s tab lish  fu n d in g  p r io r it ie s  
u n d e r  A S  1 4 .4 4 .0 3 5  f o r  the a v a i la b le  fie ld s  o f  s tudy  b v  a n a ly z in g  s tu d en t access 
a n d  sta te  la b o r  needs [F IE L D S  O F  L A W , D E N T IS T R Y , M E D IC IN E , 
O S T E O P A T H Y , P U B L IC  H E A LT H , V E T E R IN A R Y  M E D IC IN E , P H A R M A C Y , 
P H Y S IC A L  T H E R A P Y , O C C U P A T IO N A L  T H E R A P Y , O P T O M E T R Y , P O D IA T R Y , 
F O R E S T R Y , A R C H IT E C T U R E , G R A D U A T E  N U R S IN G , P E T R O L E U M  
E N G IN E E R IN G , M A R IT IM E  T E C H N O L O G Y , A N D  G R A D U A IE  L IB R A R Y  
S T U D IE S ] .

*  Sec . 2 6 . A S  1 4 .4 8 .0 5 0  is amended by adding a new paragraph to read:
(1 0 ) estab lish fees fo r the review  o f  institutions requesting approva l fo r 

partic ipa tion in the scho la rsh ip  loan p rog ram  under AS 1 4 .4 3 .1 2 0 (b ) (2 ) (B ) .
*  Sec . 27. A S 1 4 .4 2 .0 3 2 ; A S  14 .4 3 .1 1 5 , and 1 4 .4 3 .7 5 0 (b ) are repea led .
*  Sec . 2 8 . T R A N S IT IO N . The A laska C om m ission  on Postsecondary Education may 

p roceed  to adopt regu la tions necessary to im p lem ent this Act. The regu la tions take e ffe c t 
under A S  4 4 .6 2  (A dm in istra tive  Procedure A ct), but no t be fo re  Ju ly  1, 1995 .

*  Sec . 29. A P P L IC A B IL IT Y . A  borrower's ob liga tion  to pay interest on a student loan , 
as requ ired by AS 1 4 .4 3 .1 2 0 (k ) , amended in sec. 9 o f  this Act, app lies to a scho la rsh ip  loan 
d isbursed a fte r June 3 0 , 1995 .

*  Sec . 30. Section  2 8  o f  this A ct takes e ffe c t im m ediate ly under A S 0 1 .1 0 .0 7 0 (c ) .
*  Sec . 31. Excep t as p rov ided  in sec. 3 0  o f  this Act, this A ct takes e ffec t Ju ly  1, 1995 .

L
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ACPE 1995-1996 
OPERATION/SERVICE OBJECTIVES

T h e  A la s k a  S tu d e n t  L oan  P ro g ra m  (ASLP) is fu n d ed  sole ly  by c o rp o ra te  r e c e ip ts .  No g e n e ra l  fund 
do lla rs  h a v e  b e e n  a p p ro p r ia te d  to th e  p ro g ra m  s in c e  FY 1992. A s  a  resu lt  th e  C orpo ra t ion  h a s  h ad  to 
a b s o r b  l o s s e s  d u e  to th e  following s ta tu tory  provisions:

•  In te re s t  paid by th e  S t a t e  while b o rrow er  is in sc h o o l  a n d  a u th o r ized  d e fe r r e d  p e r io d s
•  F o rg iv e n e s s  of principal a n d  in te res t  for eligible b o r ro w ers
•  P a y m e n t  of third-party  collection v e n d o r s  no t  r e c o v e re d  from defau lted  b o r ro w e rs
•  Write-offs d u e  to d e a th ,  disability, a n d  uncollectible lo a n s
•  B ond  i s s u a n c e  c o s t s  paid  from bond  p r o c e e d s
•  D ifference b e t w e e n  th e  yield on b o n d s  o u ts tan d in g  ( in te re s t  paid  by th e  C orpora tion)  an d  

th e  yield on lo a n s  in th e  portfolio ( in te re s t  e a r n e d  on  lo a n s  in th e  portfolio)

Finally, th e  A laska  S tu d e n t  L oan  P ro g ra m  h a s  su f fe red  for a  n u m b e r  of y e a r s  with s e r io u s  p ro b lem s 
re la ted  to its loan se rv ic ing  s y s t e m  softw are .  After s e r io u s  aud i t  de f ic ienc ie s  w e r e  identified a n d  the  
A S L C  lost its in s u r a n c e  o n  th e  1993  s tu d e n t  loan b o n d s ,  A C P E  h a s  ta k e n  d ra m a t ic  s t e p s  to reso lve  
its loan  se rv ic ing  s y s t e m  p ro b lem s.  This FY96 b u d g e t  r e q u e s t ,  a s  well a s  A C P E 's  19 9 5  Legislative 
P ro p o s a ls ,  ref lec ts  th e  cont inu ing  effort of th e  c o m m iss io n  to  finally re so lv e  t h e s e  p ro b lem s  by 
m e e t in g  th re e  m ajo r  o b je c t iv e s  in th e  com ing  year:

•  To  m ain ta in  a  high level of c u s to m e r  sa tis fac tion  a n d  se rv ic e  in th e  p ro g ra m s  
a d m in is te re d  by th e  A C P E

•  T o  e n h a n c e  th e  f inancial stability now  a n d  for the  long te rm  in th e  A SLP
■ T o  im prove  th e  A S L P  loan servic ing s y s t e m  to r e d u c e  defau l ts  th ro u g h  e n h a n c e d  

r e p a y m e n t  activity s u p p o r te d  by a  n e w  up - to -da te ,  fully a u to m a te d  loan se rv ic ing  s y s te m

ACPE Objective One: Maintenance of high levels of customer satisfaction and service

O v e r  th e  p a s t  two y e a r s ,  A C P E  h a s  m a d e  m ajo r  p r o g re s s  tow ard  improving its c u s to m e r  se rv ice  a n d  
overa li  p ro g ra m  adm in is tra t ion .  Staff  h a s  b e e n  r e o rg a n iz e d  on  a  m o re  horizontal a n d  functional bas is ;  
p r o c e d u r e s  h a v e  b e e n  r e v a m p e d  to im prove efficiency a n d  e f fec t iv e n ess ;  a n d  c h a n g e s  to law an d  
re g u la t io n s  th a t  would  im p ro v e  p ro g ra m  adm in is tra t ion  h a v e  b e e n  a g g re ss iv e ly  p u r s u e d .  Outlined 
be low  a r e  s o m e  of th e  m a jo r  a c h ie v e m e n ts  in 1994 tha t  h a v e  g rea tly  con tr ibu ted  to  A C P E 's  im proved 
le v e ls  of c u s to m e r  se rv ice :
• A New Executive D irec to r  - Dr. Joe L. McCormick, Executive Officer o f  the Corporation became 

Executive Director o f  the Commission on December I, 1993, Dr. McComtick comes to the Corporation 
with more than 25 years o f  experience in the student loan industry at both the national and state level.

•  U .s t ru c tu r in g  Com m iss ion  S ta f f  • Since December 1, 1993. the Executive Director has taken the 
following actions:
•  H ired  an  in te rna l  a u d i to r  to monitor all Commission functions and assess progress toward corrective 

loan servicing functions on January 18, 1994.
» H ired  a new f inance officer to oversee the Com mission’s accounting department in April o f  1994.
•  Reassigned functions  o f  the C om m ission staff. Effective April I, 1994 the commission was 

restructured and organized to maximize the efficiency and effectiveness o f  the workforce and to 
"flatten the organizational structure” o f  the Commission staff  as follows:
•  F inance division includes the Finance Officer, accounting staff, administrative support staff, and 

personnel staff.
•  S tuden t  F inanc ia l  Aid P ro g ram  division directs all financial aid programs including the award 

function o f  the ASLP, all institutional authorization and compliance functions, Veterans Affairs, 
special program, and all policy research functions.
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• Inform ation Support Services, a new division, directs ail functions related to the management o f  the information o f  the computer mainframe and network o f  the entire Corporation. In addition, this division is responsible for resolution o f  special problems due to the 1991 computer conversion and records management functions.• Loan Servicin g  division directs the communications between the borrowers, payment and deferment processing, forgiveness provisions, skip tracing, and collections on delinquent loans.
• Identified a solution to long standing A S L P  loan servicing problem s and now actively seeking funds to implement a permanent solution to a fully automated, up-to-date loan servicing system. (Total commission staff is 98 permanent positions and 6 temporary positions).• Issued S50.0 m illion in student loan bonds fully insured by A M B A C  (the 1993 student loan bonds were uninsured).• Initiated a 72-hour turnaround time for processing A S L P  applications (in prior years the commission took up to eight weeks to process loan applications).• B acklogs in correspondence, processing deferm ents, and paid-in-full accounts have all but been elim inated.• T elephone Service at A C P E  has greatly im proved to the point the commission now has a 98+% answer rate every month,
T h e  FY 96  B u d g e t  R e q u e s t  ref lec ts  a  level o f  funding to  allow th e  co m m iss io n  to m ain ta in  the  high 
s t a n d a r d s  o f  c u s to m e r  s e rv ic e  th a t  h a v e  b e e n  im p lem e n te d  t h e s e  p a s t  s e v e r a l  m on ths .  Funds are  
requested to allow A C P E  to insta ll a 1/800 telephone num ber to assist borrowers who must 
com m unicate with o u r office. In addition, fu n d s  a r e  r e q u e s t e d  to  re p la c e  s o m e  very  old m o d u la r  
furniture th a t  now  r e p r e s e n t s  a  s e r io u s  w ork  h a z a r d  to e m p lo y e e s .

A C P E  O b je c tive  Two: Enhance the financial stability and secure a strong financial future for 
the program

N ew  sta tu to ry authority w ill a llow  the Corporation to:
•  T ie  th e  in te re s t  r a te  on  lo a n s  to th e  in te re s t  paid  o n  b o n d s  a n d  th e  c o s t  of serv ic ing

•  R es tr ic t  b o r ro w e r 's  ability to re c e iv e  a  loan  if p rev io u s  lo a n s  w e r e  written off

•  R es tr ic t  r e n e w a l  o f  s t a te  o cc u p a t io n a l  l i c e n s e s  for d e fa u l ted  A SLP b o r ro w ers
•  R e c e iv e  a n  a s s i g n m e n t  of  w a g e s  from b o r ro w e rs  with d e fa u l ted  lo a n s  by a  c o u r t  of law

Proposed 1995 Legislative Proposals
•  I n c r e a s e  loan  limits for s tu d e n t s

•  B egin  c h a rg in g  in te re s t  on  lo a n s  during d e f e rm e n t  p e r io d s

•  C h a n g e  th e  definition of  defau lt  from 120  d a y s  to 180  d a y s  to b e  c o n s is te n t  with o th e r
s e rv ic e r s  in th e  industry  a n d  to allow for m o re  t im e to perfo rm  d u e  d il igence on  th e  loan

•  R e d u c e  th e  g r a c e  period from tw elve  m o n th s  to six  m o n th s

•  Im p le m en t  a  r e q u i r e d  p e r  loan  m in im um  p a y m e n t  o f  $ 5 0  p e r  m onth

•  R e d u c e  th e  military d e fe rm e n t  pe r iod  from six y e a r s  to th re e  y e a r s

•  C h a n g e  th e  la n g u a g e ,  a  " g u a ra n te e  fee" to  a  loan  origination f ee  of u p  to five p e r c e n t  o f  th e  
lo a n  a m o u n t .  F e e  u s e d  to o ffse t l o s s e s  d u e  to d e a th ,  disability a n d  loan  write-offs

•  Alter th e  t e r m s  o f  r e p a y m e n t  to a llow for fifteen y e a r  r e p a y m e n t  a n d  a  $ 5 0  m in im um  p a y m e n t

•  Allow s tu d e n t  a n d  family m e m b e r  to  h a v e  bo th  A S L P  a n d  F EL P  in s a m e  y e a r

•  Prohibit l o a n s  to  in c a r c e ra te d  s tu d e n t s

•  V a r io u s  te c h n ic a l  a m e n d m e n t s

ACI’fi
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ACPE Objective Three: Improve loan servicing to reduce defaults through enhanced 
repayment activity
T h e  C o m m iss io n 's  m o s t  s ignificant i s su e  is to p rov ide  A laska  s tu d e n t  b o r ro w ers  a n  up- to -da te ,  fully 
a u to m a te d  loan serv ic ing  s y s te m .  T h e  FY 96  b u d g e t  h a s  r e q u e s t e d  funding for a  Capita l B udge t  
R e q u e s t  of $1 .4  million to  prov ide  A CPE th e  n e c e s s a r y  r e s o u r c e s  to  im p lem e n t  a  fully a u to m a te d  
s tu d e n t  loan se rv ic ing  s y s te m .  In D e c e m b e r  1994, th e  Legislat ive B u d g e t  a n d  Audit C o m m ittee  
a u th o r iz e d  A C P E  $ 2 5 0 ,0 0 0  to  find th e  loan se rv ic ing  so f tw are  requ ired  to  c o m p le te  this  effort. T h e  
cap ita l  b u d g e t  r e q u e s t  will p rov ide the  r e s o u r c e s  n e c e s s a r y  to modify th e  so f tw are  to th e  A SL P  a n d  
im p lem en t  th e  n ew  s y s t e m  to a  fully opera tional  s t a tu s  a s  follows:

$ 2 5 0 ,0 0 0  P e r s o n n e l  c o s t s  re la ted  to th e  hiring of  four te m p o ra ry  p ro g ra m m in g  staff.
$ 5 ,050  C o n t ra c tu a l  s e rv ic e s  to a s s i s t  with modification a n d  c o n v e rs io n  i s s u e s .
$ 1 ,144 ,950  E q u ip m e n t  c o s t s  to p u r c h a s e  h a rd w a re ,  so f tw are  a n d  installation se rv ic es .

T h is  projec t is vital to th e  C o m m iss io n  a s  th e  cu r ren t  so f tw are  d o e s  no t  h a v e  the  c a p ac i ty  to  m e e t  the  
n e e d s  of  the  C o m m iss io n  in properly  servic ing lo a n s  a n d  will riot m e e t  fu ture  n e e d s  of th e  A laska  
S tu d e n t  Loan P ro g ram .  C u r re n t  s y s te m  defic ienc ies  include:

•  I n a d e q u a te  aud i t  trails
•  Labor in tens ive  p r o c e d u r e s  requiring multiple s c r e e n s  to  pe rfo rm  b a s ic  t a s k s
•  P o o r  s u p p o r t  o f  in te re s t  ac c ru a l  a n a  billing c y c le s
•  A collection m o d u le  w hich  ca n n o t  h a n d le  a  la rg e  v o lu m e  of  a c c o u n t s
•  Highly labor  in tensive ,  m a n u a l  ta s k s  requ ired  to  s e rv ic e  lo a n s  properly
• Inability to reconc ile  s y s t e m  tran sa c t io n s  a n d  verify a c c u r a c y  of  d a t a
•  M a in te n a n c e  of  th e  c u r re n t  s y s te m  is a n  u n a c c e p ta b le ,  high risk to  the  ASLC



ALASKA COMMISSION ON POSTSECONDARY EDUCATION 
FY96 BUDGET SUMMARY AND COMPARISON

(N arra tive  Explanation  of  B u d g e t  C o m p o n e n ts  to follow)

Operating Budget
General Fund:

W I C H E  Administration 

W I C H E  Student Exchange 

W A M I  Medical Program 

Federal Student Aid (State Match)

FY95 Budaet

$79,000

579,800

1,162,400

329,500

FY96 Request

$

474,600

1,307,000

369,100

Total General Fund $2,150,700 $2,150,700

Corporate Receipts:

Postsecondary Commission: 

Program Administration 

Loan Operations 

Data and Word Processing 

Student Loan Corporation

$635,100

4,465,100

843,700

382,200

$717,900

6,451,500

Total Corporate Receipts $6,326,100 $7,169,400

Federal Funds:

Program Administration:

Veterans Administration 

State Postsecondary Review Entity 

(SPRE) Program 

Federal Student Aid (SEIG)

Governors Council on Vocational Ed.

$176,800

150,000

163,500

160,700

$148,100

100,000

163,500

160,100

Total Federal Receipts $651,000 $571,700

Total Operating $9,127,800 $9,891,800

Capital Projects (All Corporate Receipts): 
Intelligent Dialing System 

Expanded System Network 

and D P  Enhancement 

Microfiche Replacement Equipment 

Feasibility Study 

Office Furniture 

N e w  Loan Servicing Software

$185,500

400.000

130.000

100.000

$

0

1,400,000

Total Capitol Projects $815,500 $1,400,000

TOTAL $9,943,300 $11,291,800
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ACPE OPERATIONAL BUDGET COMPONENTS
GENERAL FUND PROGRAMS

WICHE (Western Interstate Commission on Higher Education) Student Exchange Program
T h e  goal  o f  this c o m p o n e n t  is to provide p ro fe ss io n a l  e d u c a t io n  opp o r tu n i t ie s  to  A lask an  s tu d e n t s  in 
fields for which th e re  a r e  n o  p ro g ra m s  o p e ra t in g  in A la s k a  a n d  to e n c o u r a g e  them , th ro u g h  S i a t e  labor 
d a ta ,  to  re turn  a n d  p rac t ice  in A laska. T h e  C o m m iss io n  p a r t ic ip a te s  in th r e e  s t u c e n t  e x c h a n g e  
p ro g ra m s :  W e s te rn  U n d e r g ra d u a te  (WUE), P ro fe s s io n a l  S tu d e n t  ( P S E P )  a n d  W e s te r n  Reg iona l  
G ra d u a te  (W R G P ).

T h e  C o m m iss io n  a n t ic ip a te s  funding 15 continu ing  s tu d e n t s  a n d  15 n e w  s tu d e n t s  in n ine  s e p a r a t e  
fields from a n  ap p l ica n t  field of  approxim ate ly  98  s tu d e n t s  in th e  P S E P  W IC H E  p rog ram . Total W ICHE 
fu n d s  r e q u e s t e d  for FY96 is $474 ,600 .  T h e  C o m m iss io n  a n t ic ip a te s  p a s s a g e  of  r e la ted  legislation 
modifying th e  p ro g ra m  to inc lude  physician a s s i s t a n t  a s  a  n e w  field.

WICHE Changes from FY95 authorized budget requested in the FY96 Budget:
$ 7 9 ,0 0 0  T ra n s fe r  th e  W ICHE Adm inistra tion  c o m p o n e n t  into th is  c o m p o n e n t  
$  0  Line item  tran s fe r  from g r a n t s  to fund  trave l a n d  su p p ly  e x p e n d i tu r e s
$ 1 4 4 ,6 0 0 )  T ra n s f e r  to  the  WAMI M edica l E d u ca t io n  c o m p o n e n t  to  c o v e r  th e  in c r e a s e  in the  

c o m m is s io n 's  con trac tua l  obligation 
($ 3 9 ,6 0 0 )  T ra n s fe r  of F edera l  S tu d e n t  Aid c o m p o n e n t  to fund  additiona l n e e d - b a s e d  a w a rd s

# WICHE PSEP STUDENTS

WAMI (Washington, Alaska, Montana and Idaho) Medical Education

This  p ro g ra m  p ro v id es  g u a r a n te e d  a c c e s s  to  a  m e d ica l  sc n o o l  for te n  (new ) A lask an  r e s id e n t s  p e r  
year .  T h e  University of W a sh in g to n  S choo l o f  M edic ine  (UW SM ) a c t s  a s  th e  reg iona l  m ed ica l  schoo l 
for W ash in g to n ,  A laska,  M o n ta n a  and  Id ah o  by re se rv in g  a  p r e d e te r m in e d  n u m b e r  of c l a s s  p la c e s  
e a c h  year .  A la s k a  currently  c o n r a c t s  a n d  p a y s  for thirty p la c e s ,  te n  in e a c h  y e a r  o f  s tudy . S tu d e n ts  
a t te n d  th e  first y e a r  of training a t  the  University of A lask a ,  A n c h o r a g e  c a m p u s  be fo re  transfe rr ing  to 
th e  University  of  W a sh in g to n  c a m p u s ,  F und ing  r e q u e s t  for WAMI in FY 96  is $ 1 ,3 0 7 ,0 0 0 .
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W AMI Changes from F Y  95 authorized budget:
$ 1 4 4 ,6 0 0  T ra n s f e r  from th e  W ICHE S tu d e n t  E x c h a n g e  c o m p o n e n t  to  c o v e r  th e  c o s t  o f  living 

i n c r e a s e  in th e  C o m m iss io n 's  co n t ra c tu a l  obligation.

U WAMI S TU D EN TS

□ Applica tions 
■ Funded

C O R P O R A T E  R E C E IP T S

P r o g r a m  A d m i n i s t r a t i o n  (FY 96 funding r e q u e s t  $ 7 1 7 ,9 0 0 )

This c o m p o n e n t  h a s  two g o a ls :  to  provide overall  adm in is tra t ion  a n d  policy direction  to the  
C o m m iss io n  p r o g r a m s  a n d  s ta f f  a n d  to  e x e rc is e  rev iew  a n d  o v e rs ig h t  of p o s t s e c o n d a r y  p ro g ra m s  a n d  
institutions o p e ra t in g  in th e  s ta te ,  with th e  ex c ep t io n  of th e  University of  A laska  sy s te m .  This 
c o m p o n e n t  a d m in is te r s  th e  V e te r a n s  Administration a n d  S P R E  p rog ram . In addition, th e  c o m p o n e n t  
c o n ta in s  funding for th e  C o m m iss io n  to s e t  policy, th e  Office of th e  E xec u tiv e  Director to  im p lem en t 
policy a n d  th e  Institutional Authoriza tion  staff, which e n f o r c e s  the  C o m m is s io n 's  regu la tions  a n d  policy 
di e c t iv e s .  S o u r c e s  o f  funding inc lude  co rp o ra te  a n d  fede ra l  rece ip ts .

Ch inges from FY95 authorized budget:
$  0  C o m b in a t io n  of two part-tim e pos it ions  into o n e  full- t im e position.
$ 0  Line item  t r a n s f e r s  to align federa l  au tho riza t ion  with e x p e n d i tu re s .  (
$ 8 2 ,8 0 0  I n c r e a s e  in C o rp o ra te  r ec e ip ts  to fully fund  an t ic ip a ted  e x p e n d i tu r e s  b a s e d  on

a c tu a l  e x p e n d i tu r e s  incurred  in p a s t  y e a r s  a n d  a n t ic ip a te d  activity for th e  com ing  
y ea r .

($ 7 8 ,7 0 0 )  D e c r e m e n t  in fede ra l  au thoriza t ion  to m o r e  c lose ly  re f lec t ac tu a l  g ran t  receip ts .

A la s k a  S t u d e n t  L o a n  O p e r a t i o n s  (FY96 funding r e q u e s t  $ 6 ,4 5 1 ,5 0 0 )

T h e  g o a l s  o f  th is  c o m p o n e n t  a r e  to provide low c o s t  f inancing to  th e  A la s k a  S tu d e n t  L oan  P ro g ra m  
(ASLP). d i s b u r s e  low -cos t  lo a n s  to  eligible A la s k a n s  en a b l in g  th e m  to  p u r s u e  p o s ts e c o n d a r y  
e d u c a t io n  a n d  vai- j  a n d  to  s e rv ic e  the  o u ts tan d in g  loan portfolio in a  m a n n e r  w hich m a x im iz es  
r e p a y m e n t  to  iude :i t  L oan  fund a n d  p ro tec ts  th e  financial integrity o f  th e  A laska  S tu d e n t  Loan 
P ro g ra m .  This  c o m p o n e n t  is fu n d e d  solely from c o r p o r a te  rece ip ts .  £

In FY96 the follow ing FY95 com ponents were com bined with this com ponent in an effort to eliminate 
unnecessary com ponents and to combine a ll related activ ity into one component:

•  D a ta  a n d  W o rd  P ro c e s s in g
•  A la s k a  S tu d e n t  L oan  C orporation
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O ther changes from  the FY95 authorized budget:
$ 8 4 3 ,7 0 0  T ra n s f e r  o f  D a ta  a n d  W ord  P ro c e s s in g  c o m p o n e n t  into this co m p o n e n t .
$ 3 7 4 ,2 0 0  T ra n s f e r  o f  A lask a  S tu d e n t  Loan C orporation  appropria t ion  to  this c o m p o n e n t .  
$ 2 5 0 ,0 0 0  Addition of four CIP  fu n d ed  posit ions  for im plem enta tion  of  th e  n ew  loan  servicing 

s y s t e m  r e q u e s te d  th ro u g h  a  capita l pro jec t budget .
$ 2 9 2 ,0 0 0  F u n d in g  for a  1 -800  n u m b e r  for b o rro w er  use .
$  8 ,0 0 0  I n c r e a s e  in th e  c o s t  of s e r v ic e s  to  b e  p rovided  by the  D e p a r tm e n t  of C o m m e r c e  and  

E c o n o m ic  D ev e lo p m e n t  to  im p lem en t  n ew  legislation p a s s e d  in H B506. 
$ 2 1 8 ,5 0 0  I n c r e a s e  in o th e r  line item e x p e n d i tu re s  b a s e d  on  ac tu a l  e x p e n d i tu re s  in p a s t  y e a r s  

a n d  an t ic ip a ted  activity for th e  co m in g  year .

Federal Funds
T h e  V e te ra n  Affairs p ro g ra m  a n d  th e  S ta te  P o s t s e c o n d a r y  Rev iew  Entity (S P R E )  a r e  fed e ra l  funds 
lo c a te d  in th e  P ro g r a m  Adm inis tra tion  c o m p o n e n t  o f t h e  A C P E  budge t .  U n d e r  th e  VA p rog ram , A C P E  
cert if ies  s c h o o l s  eligibility for VA benefits; in th e  S P R E  program , A C P E  a c t s  a s  a n  overs igh t  a g e n c y  
for th e  U.S. D e p a r tm e n t  o f  E duca t ion  for all A la sk a  S c h o o ls  th a t  par t ic ipa te  in federa l  s tu d e n t  aid 
p ro g ra m s .

T h e  F e d e ra l  S tu d e n t  Aid c o m p o n e n t  inc ludes  th e  S ta te  S tu d e n t  E duca tiona l  Incentive  G ra n t  p rog ram  
a n d  th e  P au l  D o u g la s  T e a c h e r  S ch o la rsh ip  p rog ram . T h e  S ta te  S tu d e n t  E duca tiona l Incentive  G ran t 
p r o g ra m  utilizes fed e ra l  a n d  s t a t e  funding to  prov ide  $ 1 ,5 0 0  n e e d - b a s e d  g r a n ts  to  eligible low-incom e 
s tu d e n t s  en ro l led  in full-time u n d e r g r a d u a te  p ro g ra m s .  E a c h  y e a r  ap p ro x im ate ly  1 ,400 s tu d e n t s  apply 
fo r  th is  g ra n t  a s  it is th e  only n e e d - b a s e d  s tu d e n t  aid p ro g ra m  offered  by th e  S ta te  of A laska .  T h e  
C o m m is s io n  fu n d e d  3 1 9  g r a n t s  in PY94 a n d  an t ic ip a te s  funding 2 9 6  a n d  3 2 5  in FY95 a n d  FY96 
respec t ive ly .  T h e  s t a t e  m a tch in g  fund r e q u e s t  for FY96 is $ 3 6 9 ,100 .

T h e  C o m m iss io n  a c t s  a s  A la s k a 's  adm inistra tive a n d  fiscal a g e n t  for the  fede ra l  P au l  D o u g la s  te a c h e r  
s c h o la r s h ip  lo a n  p ro g ra m .  T h is  p ro g ra m  is fu n d ed  exclusively  by th e  fede ra l  g o v e rn m e n t .  T h e  
C o m m iss io n  p ro v id ed  s e v e n  lo a n s  in FY 94  a n d  an t ic ip a te s  providing ten  a n d  e igh t  lo a n s  in FY95 an d  
FY 96  respec tive ly .

Finally, th e  C o m m is s io n  a c t s  a s  a n  ad m in is t ra to r  o f  th e  fede ra l  fu n d s  a l lo ca te d  to th e  G o v ern o r 's  
C ouncil  on  V oca t iona l  E duca t ion .  FY96 funding r e q u e s t  is $ 1 6 0 ,1 0 0 .  T h e  goal  of th e  g o v e rn o r 's  
counc il  on  C a r e e r  a n d  V oca tiona l E duca t ion  is to  e x p a n d  a n d  im prove  th e  delivery of voca tional 
e d u c a t io n a l  o p p o r tu n i t ie s  to  A lask an  citizens.

Federa l S tudent A id  Changes from FY95 authorized budget:
$ 3 9 ,6 0 0  T ra n s f e r  f rom  th e  W ICHE S E P  to fund additional n e e d - b a s e d  a w a r d s  
($600 )  D e c r e m e n t  in federa l  au thoriza t ion  to  m o re  c losely  reflect ac tu a l  g ran t  re c e ip ts
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ACPE FUNDING SOURCES 
ILLUSTRATED

FY96 BUD GET

$2,150,700

$571,700 $1,757,000

□ Genera l Fund
■ Corpo ra te R ece ip ts
□ Federa l Fu n d s
□ Capital P ro jects

F ED ER A L FUNDS

$180,000
$160,000
$140,000
$120,000
$100,000
$30,000
$60,000
$40,000
$20,000

$0

$163,500 $160,100

VA SP R E S E IG G C V E
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Alaska Commission on Postsecondary Education

M e m b e r s

T o m  W a g o n e r ,  C h a ir G e n e ra l  Public

S tu a r t  Bowdoin G e n e ra l  Public

B o b e t te  B ush G e n e ra l  Public

D e b b ie  Fullenwider G e n e ra l  Public

V a c a n t G e n e ra l  P ublic

S e n a t o r  J o h n n y  Ellis A laska  S t a t e  S e n a t e

R ep .  C o n  B unde A laska  H o u s e  of
R e p r e s e n ta t i v e s

R o g e r  Ja rv is B oard  of  E d u ca t io n

Eric F o rre r B oard  of R e g e n t s

Mary J a n e  F a te Board  of  R e g e n t s

M arie B e c k e r G o v e rn o r 's  C ouncil

H e le n  F inney P riva te  H igher  E duca t ion

Milton Byrd P roprie ta iy  E duca t ion

P atr ic ia  M acP ike S tu d e n t

A la s k a  S t u d e n t  L o a n  C o r p o r a t i o n  

M e m b e r s

T o m  W a g o n e r P o s t s e c o n d a r y  C o m m iss io n

V a c a n t P o s t s e c o n d a r y  C o m m iss io n

Will C o n d o n C o m m is s io n e r  of R e v e n u e

M ark B oyer C o m m is s io n e r  of  Administra tion

Willie H en s ley C o m m is s io n e r  o f  C o m m e r c e  a n d  
E c o n o m ic  D e v e lo p m e n t
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GENERAL DU. IES AND RESPONSIBILITIES
A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  (A C PE )

•  C o n s u m e r  P ro tec t ion
Monitor s c h o o l  advertis ing  a n d  c o n t ra c ts  with s tu d e n ts .
H and le  c u s to m e r  com plain ts .
Help to a s s u r e  loan/tuition r e fu n d s  a n d  s tu d e n t  te a c h -o u t s  w h e n  s c h o o ls  c lose .

•  Institutional Authorization
P rov ide  biennial review  a n d  re-au thor iza tion  for approx im ate ly  100
p o s t s e c o n d a r y  institutions.
R e g u la te  p ro g ra m  a n d  d e g r e e  offerings.
A pprove  institutions for A lask a  a n d  V e te r a n s  s tu d e n t  loans .

•  S tu d e n t  F inancial Aid
Full-time, half-time, te a c h e r  scho la rsh ip ,  a n d  family ed u c a t io n  loans.
S p ec ia l  s t a t e  a n d  federa l  s c h o la r sh ip  loans.
S ta te  a n d  fede ra l  g ra n ts  for low incom e s tu d e n ts .
Tuition su b s id y  for p ro fe ss iona l  p ro g ra m s  n o t  ava ilab le  in A laska:
W ICHE P ro fess io n a l  E x c h a n g e  a n d  WAMI M edical P ro g ra m s .
Tuition b r e a k s  for A la s k a n s  en ro lled  in ce r ta in  reg ional u n d e r g r a d u a te  a n d
g r a d u a te  p ro g ra m s .

•  S ta te  P o s t s e c o n d a r y  R ev iew  Entity (S P R E )  P ro g ra m  to in su re  continuing availability of 
F e d e ra l  Title IV eligible A laska  institutions.

•  Adminis tra tive s u p p o r t  p rovided to th e  G o v e rn o r 's  C ouncil  on  V ocational E d u ca t io n

A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  (A S L C )(A S  14 .42 .200)

• Collec t from a  b o rrow er  a m o u n ts  o w e d  with r e s p e c t  to a  s tu d e n t  loan t h e  corpora tion
h a s  p u r c h a s e d  or  originated.

•  S e rv ic e  s tu d e n t  lo a n s  held by the  C orporation .

•  E n te r  into a g r e e m e n t s  with the  federa l  g o v e rn m e n t ,  including g u a ra n ty  a g r e e m e n t s  an d  
s u p p le m e n ta l  g u a ra n ty  a g r e e m e n t s  a s  d e s c r ib e d  in th e  United S t a t e s  H igher  E duca tion  
Act o f  1965.

•  A dm inis ter  fede ra l  do lla rs  allotted to  th e  s t a te  involving in su re d  s tu d e n t  lo a n s  an d  
re la ted  adm in is tra t ive  c o s t s  a n d  o th e r  m a tte rs .

•  Borrow m o n e y  to ca r ry  o u t  the  p u r p o s e  of the  co rpo ra tion  a , id  i s s u e  ob liga tions  a s  
e v id e n c e  o f t h e  borrowing.

•  Inves t  o r  re in v e s t  m o n e y  held  by th e  Corporation .

•  G a th e r  information o n  s tu d e n t  lo a n s  ava ilab le  to r e s id e n t s  of A laska  a n d  d is s e m in a te  
th e  information to re a s o n a b ly  a s s u r e  th a t  qualified r e s id e n ts  a r e  a w a r e  of financial 
r e s o u r c e s  ava ilab le  to t h o s e  a t ten d in g  o r  des iring  to a t te n d  institutions for w hich  the 
co rpo ra tion  c a n  m a k e  loans .

•  E n te r  into a g r e e m e n t s  with th e  A la sk a  C o m m iss io n  o n  P o s t s e c o n d a r y  E duca tion  
relating to s tu d e n t  loans ,  th e  adm inis tra tion  of th e  s tu d e n t  loan  fund, a n d  th e  p a y m e n t  
of a n d  security  for b o n d s  of  th e  corpora tion .
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Fund History.
The Alaska Student Loan Corporation (Corporation) was created in 1987 through an act o fth e  Legislature. A 
public corporation and a governmental instrumentality, the corporation was specifically established fo r the 
purpose o f  financing student ioans through the issuance o f  bonds, notes, or other debt instruments.

The corporation must determine the funding fo r Alaska student loans on an annual basis. The A laska Student 
Loan Fund consists o f  a blend o f  funds from tax-exempt bonds, loan repayments and prior years State o f  A laska 
general fund support. Repayments are used to make new loans, to pay debt service on the outstanding bonds, 
and to pay operating expenses o f  the Corporation. The chart below illustrates the amount o f  previous bond 
issuance by the Corporation.

©

State Appropriations to A SLP

03.8
Series A Bonds 

Issued
50.0

40.0 

,0.0

20.0 

10.0-

©

Sm illio n s  
60.0
55.0
50.0
45.0
40.0
35.0
30.0
25.0
20.0
15.0
10.0 
5.0
0.01988
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T h e  1994 Bond Issue;
The 1994 offering was viewed by all parties as successful with A SLC incurring favorably low debt service 
costs. In comparing the Series 1994 bonds with the 1993 issue, it should be noted that A M BAC agreed to insure 
the 1994 issue after refusing to insure the 1993 bonds. A M B A C ’s participation in the 1994 issue was primarily 
due to their confidence in the new senior management’s ability to rectify the servicing difficulties which have 
persisted over the years. Even though the 1994 issue was offered during weak market conditions, the true 
interest costs (TIC) o f  the transaction was among the lowest ever achieved. See Chart A below. In addition, the 
1994 underwriter’s discount compared favorably to discounts previously paid by the corporation (competitive 
or negotiated) and resulted in an aggregate discount o f  $449,500 versus the budgeted discount o f  $750,000 
producing a savings o f  $300,500. See Chart B for a summary o f th e  corporation’s historical bond insurance 
costs.

C H A R T  A
T R U E  IN T E R E S T  C O S T  on A S L C  BONDS

C H A R T  B 
A S L C  BOND IN S U R A N C E  C O S T S  

(p e r  S I ,000 in bonds)

] 0.00
90 1991

O verco l la te ra l iza t ion  of  the A laska S tu d en t  Loan F und  - One o f  the questions most frequently asked about 
the Alaska Student Loan Program has to do with its financial solvency and ability to retire the bond debt that 
now exists in the loan fund. The following summary clearly indicates that the total assets o f  the ASLP Loan 
Fund remain at over twice the amount o f  student loan bond debt to be retired. The tremendous support o f th e  
Alaska Legislature in the early years o f  the loan program created this highly overcollateralizcd fund. However,

ACPI;
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since 1992 no General Fund Revenue has been appropriated to the A S L P , In order to remain financially solvent, the A S L P  will have to continue to eliminate certain losses to the loan fund due to lost interest, defaults, and forgiveness benefits. The A C P E  1995 Legislative Proposals and the FY96 budget plan are designed to secure the future financial solvency ofth e  A S L P .
Sum m ary o f  O vercollateralization o f  the A lask a  Student L oan  Fund

1994 1993 1992 1991
Loans receivable 490,615,743 486,836,311 483,959,466 479,681,427
Less allowances for: Doubtful Loans: Forgiveness 96,503,19812.880.026 93,158,00018.709.788 100,534,19026.385.723 102,144,00029.588.948
Net Loans receivable 381.232.519 374.956,523 357.039.553 347.948.479
Cash and equivalents 13,185,091 8,146,615 11,083,015 5,584,929
Investments held by trustee 87.239.970 70.951.944 42.701.143, 69.222.894

IQQ,425,06.1. 79.038,559. 53.784.158 74.807.823
Total assets 481.657.580 454.067.082 410.823.711 422.756.302
Bonds payable, net o f  bond discounts 216,889,540 188,407,638 150,988,410 156,032,505
Total Assets Net o f  Loan 2,22% 2.41% 2.72% Allowance/Bond payable (ratio is showing that our assets bv far exceed bonds payable)

2.71%
Total Assets to Total Bonds Payable Compared

• • l1994 1993 1992 1991

ACPE
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A laska  S tu d en t  L oan  V olum e - the level o f  lending in the ASLP for the past several years has remained stable 
in the S50.0 million range. All dem and for ASLP loan s has been met each year. The chart below illustrates the 
loan activity since FY88.

ASLP Loan Volume
68.6

Profile o f  the  1994 A laska  S tu d en t  Loan Portfolio

T y p e  o f  S tuden ts

Undergraduates
Graduate

Total

N u m b e r  nf  S tudents

11,418
1,075

12,535

T o ta l $ L o an s 1994

S45.I81.000
$5,065,000

$50,246,000

A verage  Loan p e r  
B o rro w er

$3,956
$4,712
$4,022

Residency
In-state

Out-of-state

T o ta l  Portfolio
62.6%
37.4%

U n d e rg ra d u a te s
65.5%
34.5%

G ra d u a te
32.3%
67.7%

T y p e  o f  s tu d e n t s  Io.tili_C .u n n i la t iyc Tota l C u m u la t iv e  Alnskn S tuden ts  
flSiUdgWs  SDollars P e r centage

Total
Undcrgrad
Graduate

208,772
190.285
18,487

$830,076,741
$740,679,840
$89,396,901

52.2%
55.4%
23.5%

O nt-of-S tn te
StadenlS

P erce n tag e
47.8%
44.6%
76.5%
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Average ASLP Loan

Cumulative ASLP Loan Volume
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1994 Borrower Residency

20.00%
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T h e  P e rm a n e n t  F und  D ividend - According to AS 43.23.065 (b)(3) to satisfy the balance o f  a defaulted loan, 
the Commission can garnish an Alaskans Permanent Fund Dividend. The Alaska Permanent Fund is a fund 
held and managed by the state which was established by an amendment to the constitution o f  the State in 1976. 
The Alaskan Permanent Fund may be taken to satisfy the balance o f  a defaulted loan. Through this 
garnishment process, approximately 33.5 million dollars have been garnished since 1987, from defaulted 
borrowers. During dividend year 1994, to dale, 4.83 million has been collected.

Permanent Fund Dividend Garnishments

L oan F o rgiveness Provis ions - A rather unique feature o f  the Alaska Student Loan Program is that loans made 
prior to July I, 1987 are eligible for forgiveness benefits. I f  a borrower completes the program o f  study for 
which a loan is made and then lives in Alaska after completion o f  study, the borrower may be eligible to have 
up to 50% o f  the loan forgiven (canceled). Forgiveness benefits are earned in 10% increments for each year o f  
residency after the second year following completion o f  study.

</)c
o

12.0-fl
11.0
10.0
9.0
8.0
7.0
6.0
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3.0
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1.0 
0.0

Student Loan F org iveness  Volume  
FY77 - FY94
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i - Since its inception, the Alaska Student Loan Program lias been based 
upon a revolving fund with loan repayments and proceeds being used for loans in subsequent years. Since 
1976-77, student loan borrowers have repaid over 362 million. The annual and dramatic growth in repayment 
is presented graphically below.

</)co

Student Loan Repayment Volume 
FY77 - FY94 62.9

80 81 82 83 84 85 86 87

Fiscal Year

S tu d en t  Loan Collection Agency Recoveries - Collection contractors have been utilized since September 
1984 to provide debt collection services to the Commission on accounts which have reached at least 120 days 
past due. The contracts are contingency fee based, covering the cost o f  pursuing collection o f  defaulted loans, 
including skiptracing, legal fees, and judgment enforcement. Four collection contracts between the 
Commission and private contractors are currently in effect. The Commission recently solicited bids for 
additional contractors, with additional emphasis on skiptracing. Three new nationally known collection 
agencies will be added tentatively set by March 1, 1995. A table summarizing the recovery on accounts by 
private vendors since 1984-85 follows:

S tu d en t  Defaulted Loan Recoveries from  Collection Agencies

84-85 85-86 86-87 87-88 88-89 89-90 90-91 91-92 92-93 93-94
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A S L P  Default Exper ience  - The A SL P ’s default rale has been unusually high during the past five years with 
default rates ranging from 22 to 26%. During this past year the default rate dropped below 20%  and was 19.3% 
as o f  June 30, 1994. This decline is due in part to our increased collection efforts and in part to the steady 
increase in the number o f  borrowers entering repayment. The default rates illustrated below arc cumulative 
rates calculated on the total dollars that have defaulted since inception o f  the A SLP as a numerator and the total 
outstanding principle balance o f  loans in the portfolio minus loans “ in-school” or “ in-grace” status as a 
denominator.

Alaska Student Loan Program Default Rates

Year
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P a g e  2 2

March 17, 1995
9



ACI'I:
Page 23

March 17,1995



♦ A llow e d  S cho la rsh ip  R e v o lv in g  Loan  Fund  to be used to pay costs o f  co lle c tin g  de fau lted  
student loan s i f  costs no t recovered  from  student

♦ In te rest rate fo r  de fau lted  loan s increased to 1 0%
♦ Teache r S ch o la rsh ip  L o an  P rog ram  estab lished

1 9 86
♦ M ax im um  loan  am oun ts decreased to $ 5 ,5 0 0  fo r  undergraduates, $ 6 ,5 0 0  fo r  graduates
♦ In te rest rate increased to 8 %

1987
♦ A la sk a  Student L o a n  C orpora tion  created to  a llo w  the sa le o f  tax -exem p t revenue bonds 

to fin ance the p rog ram
♦ C om m iss io n  to con tinue adm in istering the p rog ram
♦ Fo rg iveness  p ro v is io n  repea led
♦ O ne -y ea r grace p e riod  on  interest accrua l e lim inated
♦ A llow an c e  g iven  f o r  paym en t o f  adm in istra tive costs from  S c h o la rs i fp  R e v o lv in g  L oan  

Fund
♦ A la s k a  F am ily  E duca tion  L o an  estab lished

1991
♦ A la sk a  H a lf-T im e  L o an  P rog ram  estab lished

1993
♦ Guaran tee fee o f  1%  estab lished

1994
♦ V a ria b le  interest ra te  estab lished
♦ N on -ren ew a l o f  occupa tion a l licenses to de fau lted  b o rrow e rs  un til d e fau lt re so lved .
♦ B o rrow e rs  have the op tion  o f  con so lid a ting  m u ltip le  loan s in to a s ing le  loan  o r  to 

con so lid a te  loan s m ade to m arried  bo rrow e rs . The new  interest rate is the w eighted 
ave rage o f t h e  respec tive  loan s .

♦ F am ily  Education  L o an s  m ade m ore accessib le  to A la skan s w ish ing  to b o rrow  on b e h a lf 
o f  a ch ild  o r  spouse .

D e fau lte d  b o rrow e rs  sub jec t to w age garn ishm ent as a part o f  any ju d gm en t issued L oan  by
the cou rts .
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. .MAR-17-95 FRI 18:42 AK. COMM 2nd ED.

30 30  VINTAGEBL VO.
JUNEAU. ALASKA 7 9 3 0 /-/1 0 9  
PHONE (9 07 ) 465 -2962  
FAX 1907) 465-53<6

M E M O R A N P V M
TO: Lynne Smith

(H )I IE S S

FROM : G illian  R.
E x e c u t iv e  A ss is ta n t

DATE: March i 7, 1995

RE: HB  257  - amendments

I he Department o f  Law is concerned about the section in the b ill that denies loans to 
incarcerated individuals. Accordit g to our attorney, this languige is in conflict with 
C leary and could pose problems with the Department o f  Correc.ions. Attached is 
amended language fo r  Section 17 that w ill make the bill m ore palatab'e fo r a ll concerned.

There are two other sections I see that need revising. The change fo r Section 15 ju s t 
makes it ‘ read’ easier. The change in Section 19 should have been caught during the first 
draft.

Section 15 on page 7, line 11.
T he line should read . . .  physically present in [this] [TH E ] A laska while . . .

Section 19 on page 9 , lines 2 9  and 30.
The lines should read . . .  the loan [G U A RA N TE E ] o r igination fee s h a l l . . .
. . .  a [G U A RA N TEE ] origination fee account. . .

Please call me i f  you have questions. Thank you so much fo r you r support.

Attachment

"jyy (1 'in li.n l o i l  h  i vcli.il l> y C  t)
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*  S ec . 17 . AS 14.43 .126 is  am ended  b y  a d d in g  a new  s u b s e c t io n  lo  re a d :

( d )  A p e rs o n  In c a r c e ra te d  f u l l - t im e  in  a c o r r e c t io n a l  f a c i l i t y  n u y  

n o t  be  a w a rd e d  a s c h o la r s h ip  lo a n  u n d e r  A S  14 .43 .090  -  14 .43 ,160  i f  t l . e  

p e r s o n 's  s c h e d u le d  re le a se  d a te  is  m o re  th a n  s ix  m o n th s  a f t e r  th e  

s c h e d u le d  c o m p le t io n  d a le  o f  th e  c a re e r  e d u c a t io n  o r  d e c re e  p r o g ra m  f o r  

w h ic h  th e  lo a n  Is r e q u e s te d . In  t h is  s u b s e c t io n ,  'c o r r e c t io n a l  f a c i l i t y "  

h a s  th e  m ean in g  g iv e n  In  AS 33 .30 .901 .



P O S IT IO N  P A P E R  ON  H B  257
A laska Comm ission on Postsccondary Education 

M arch 17, 1995

House B il l 257 -- an act relating to student loan programs, interstate compacts lo r  
postsccondary education, and fees fo r review o f  postsccondary education institutions; and 
providing fo r an effective date, was introduced by the Committee on Health , Education 
and Social Sendees at the request o f  the A laska Comm ission on Postsecondary Education 
(A CPE ).

The goal o f  the A laska Comm ission on Postsccondary Education is to ensure that student 
loan funds are available fo r future generations o f  A laskan borrowers. T o achcive this, we 
must move the A laska Student Loan program toward a completely self-sustain ing, 
financially sound future. W e have gone a long way toward achieving this goal. Our last 
general fund appropriation was in F Y  92. In  addition, the bond debt issued by the A laska 
Student Loan Corporation is not pledged to (he State o f  A laska, but is backed by the 
assets o f  the A laska Student Loan Fund.

Our continued effo rts toward financial independence and stability have greatly improved 
our standing in the bond market. This is reflected in the change in bond rating status 
from  1993 to 1994. Un like the uninsured bonds issued in 1993, the $ 5 0  m illion  in bonds 
issued in 1994 were fu lly  insured and were negotiated at one of the lowest rates in our 
history. Unfortunately, this favorab le oond rating is insecure and w ill remain so until 
vital changes arc made.

Today, ACPE  operates so le ly  on corporate receipts from the A SL  fund. Loan p rovisions 
resulting in losses lo  the fund due to forgiveness provisions, and interest subsidies during 
times o f  deferment cannot continue. In order fo r  the loan fund to maintain a healthy 
existence, these losses can no longer be ‘ absorbed.’ Statutory changes must be made in 
order to:

♦ Increase the loan lim its fo r graduate and undergraduate students
♦ A llow  us to increase loan origination fees *o cover loan losses due to death, d isability , 

forgiveness, and default
♦ Provide fo r the accrual o f  interest during periods o f  deferment
♦ Increase the number o f  months before a loan goes into default
♦ Amend the repayment provisions to provide fo r m inimum month ly payments, a six- 

month grace period, and extend repayment from  ten to fifteen years
♦ Make various technical amendments
The 1995 proposed legislation seeks to improve customer service, continue to restore the 
financial soundness o f  the loan fund, and make various technical amendments to im prove 
overa ll program administration. The legislation has been developed to m ove the student 
loan program toward a completely self-sustaining financia lly sound future.

P O S I T I O N  P A P E R



SECTIONAL ANALYSIS
All talmical mm'iul m c n t s  liaic been g rouped tofcilier a n d  imlinltil al llio c u d  o f  llus. seclion

I m p ro v e  C u s t o m e r  S e r v ic e
Section 1-- increases the annual borrow ing maximum tor co llege and university 
undergraduate and graduate students, and lim its the amount loaned fo r career education 
programs to a leve l more c lose ly  reflect costs re lative to the program length.

Rationale: The University o f  A laska, which receives 6 0%  o f  the A SLs , recently 
increased the tuition rales fo r a ll leve ls o f  study. O ver the past 10 years, the 
University o f  A laska has increased tuition by 140% , and during that same time, 
theie have been no increase in loan lim its. The number o f  financial aid sources 
available fo r graduate students has dw indled, while the cost o f  education has 
increased at a steady pace. National statistics show that graduate/professional 
students repay their loans in the greatest numbers.

Section 3 -- c larifies the financial condition o f  an institution and con form s to regulatory 
language changed in 1992 ; form alizes the responsibility o f  the institution to manage 
student loan funds appropriately by establishing a participation agreement.

Rationale: The C om m ission ’ s needs to ensure the financial and adm inistrative 
capability o f  an institution participating in the A SL . This section strengthens 
consumer protection and protects the A S L  fund from  unnecessary losses due to 
defaults and school closures.

Section 4 -- replaces the borrow ing maximum at a d o l la r  amount rather than the n um be r 
o f  lo an  yea rs that u oorrow er is e lig ib le .

Rationale: This is a more flex ib le  and practical means o f  tracking student 
e lig ib ility and is easier to adm inister and explain to applicants.

Section 6 — amends die terms o f  repayment o f  the A SL  as fo llow s:

a) the traditional 12-month grace period p rio r to the beginning o f  repayment is 
reduced to six months.
b) a m inimum m onth ly payment o f  $50 per month is established.
c ) the number o f  years required to repay the loan is extended to fifteen years.

Section 11 -  om its the length o f  time a borrow er can be in hardship status.

Rationale: This reduces administrative expenses by elim inating the need fo r s ta ff 
to continue to renew a hardship deferment.

Page 2
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Section 12 —  extends the due diligence period on a loan from 120 to 180 days.

Rationale: 1 his allows the borrower an additional CO days to work with 
Commission staff to recover from temporary Financial problems and prevent tire 

loan from being declared in default.

Section 16 -- allows a student to borrow on the student’s own behalf in the A S L  program 

at the same time a parent or spouse borrows on the student’s behalf in the Family 

lidueatiou Loan program (FEL). The total amount borrowed in both programs cannot 

exceed the student’s cost of attendance.

Rationale: This expands the students’ financial aid options and allows a more 
financially stable family member to contribute to the cost of education for a 

family member.

Section 25 —  allows the A C P E  to target funds administered as part of the Western 

Interstate Commission on 1 lighcr Education’s (WICHF.) Professional Student Exchange 

Program, and eliminates the specific categories previously in statute.

Rationale: This change would make possible the allotment of these funds in 
accordance with over-all needs of Alaskans. The Commission will work with the 

Department of Labor and allied institutions to determine the availability of jobs in 

certain fields thus meeting the needs ofthe Alaska workforce.

Section 27 —  repeals limits on the amount of loans that can be awarded in any one year; 

repeals separate seciion for graduate loan limits; and enables a family member to borrow 

a loan for a student at the same lime the student is borrowing an ASL or TSL as 

referenced in Sections 16 and 21 of this bill.

Rationale: Allows the loan fund to meet customer demand.

Section 5 —  Under sections 9 and 13, the State of Alaska would pay the interest subject to 
appropriations.

Rationale: eliminates the drain on the Revolving Loan Fund resulting from 
interest-free deferment periods.

Section 9 - alters the following terms and conditions involving student loan deferments:

a) interest on the loan w ill continue lo  accrue during periods o f  deferment 
as provided in Section 5;
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I -

b) I he six years uf military deferment is reduced to three years; and

c) borrower must be totally disabled to qualify for a medical deferment.

Rationale. In order to move the Alaska Student Loan Program toward a self- 

sustaining, actuariully sound basis, these changes are essential.

Section 14 -- title of fee more accurately describes the fee being assessed -  to offset for 

loan losses to the Revolving Loan Fund due to death, permanent and complete disability, 

bankruptcy, or default of the borrower; and provides consistency with changes made in 

sections 2, 7 and 19.

Rationale: This allows the ACPli to set the origination fee amount by regulation, 

but not to exceed five percent of the loan amount. Additionally the fee is to be 

deducted from the disbursement rather than added to the principal and then 

dcducted-a much easier process.

Section 17 -  makes incarcerated persons ineligible for A S L  funds because of the 

person’s inability to repay the loan.

Rationale: This is a standard statement in all other student loan programs, and 
will help bring the Alaska Student Loan program closer to programs familiar to 

the bond market.

Section 18 - gives delinquent student loans priority, behind child support enforcement, 

for garnishment of wages.

Rationale: The Commission needs to m ake a statement that the Alaska Student 
Loan must be repaid.

Section 26 -- allows the ACPli to initiate user fees from non-accredited Postsecondary 

institutions, outside of Alaska, that wish to receive the proceeds of A S L  loans.

Rationale: The fees would ensure that the state does not subsidize the review of 
outside institutions.

Section 8 -  eliminates requirement for certified or registered mail.

Rationale: This eliminates an unnecessary cost of administration. Once a loan is 
in a default status, the borrower will be notified by mail at the most recent address 
provided by the borrower.

Page 4
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Section 15 -  contains technical amendments to the eligibility criteria, amends the 

residence requirement from two years to one year, and reduces the length of an allowable 

absence for military service f m m  six to tlirec years.

Rationale: I he technical amendment and the change to the residency requirement 
to comply with the Hillgurdnor case court decision is required by the Department 

of Law. The Commission reduced the length of an allowable absence for military 

service to promote repayment to the loan fund at an earlier stage. Military 

personnel are paid on a regular basis therefore allowing the borrower to maintain a 

monthly payment cycle.

Section 20 -  caps the level in the Teacher Scholarship Loan (TSL) program to a dollar 

amount ($37,500) rather than the number of years of borrowing.

Rationale: This is consistent with changes in the A S L  program in Section 4 
making it a more practical means of tracking student eligibility.

Section 24 —  clarifies that a loan obtained illegally by a person who does not meet the 

eligibility criteria must be paid in full upon demand

Rationale: The Department of Law required this amendment to support current 
policy to collect those funds.

Section 27 —  repeals limits on the amount of loans that can be awarded in any one year, 

repeals separate section for graduate loan limits; and enables a family member to borrow 

a loan for a student at the same time the student is borrowing an A S L  or TSL as 

referenced in Sections lb and 21 of this bill.

Rationale: Allows a more financially stable family member to borrow on behalf 
of the student.

Section 2 -  technical amendment: changes guarantee fee to origination fee.

Section 7 -  technical amendment: simplifies the procedure for collection ofthe 
origination fee.

Section 10 - clarifies when a borrower’s accrued interest will be paid by the State of 
Alaska.

Section 13 - conforms with changes .ade in Section 5 and 9.

Section 19 -  provides consistency with sections 7 and 14.
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Section 21 - consistent with the change in Section 16, allows a TSL recipient to borrow 

on the student’s own behalf while a family member also borrows on the student’s behalf.

Section 22 -- technical amendment: repeal of duplicitous language for graduate loan 

limits that is now covered in Section 1 of this bill.

Section 23 -- consistent v\i;h the change in Section 12, extending the due diligence period 

on the Family Education Loan from 120 to 180 days.

Section 28 -  provides the Commission with interim authority to promulgate regulations 
to implement this bill.

Section 29 -- clarifies that loans disbursed after June 30, 1995 wall be obligated to pay 

interest during deferments as referenced in Section 5.

Section 30 -- provides for an immediate effective date tc >rornulgate regulations 
referenced in Section 28.

Section 31 -- provides for an effective date of this bill at the beginning of the fiscal year.

CONCLUSION

The Alaska Commission on Postsecondary Education and legislative staff of the office of 

the Governor supports I IB 257 and the direction it provides for fiscally-rcsponsible 

management of the Alaska Student Loan program and the institutions benefiting from 

those funds. Without the provisions of this bill, the fund will continue to erode and 

Alaska’s credibility in the bond market will decline.
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