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Revision Date: _2/20/96 Department Atfecled: Reyenue

BILLNO., ECCS SB 123

Title: An Act relating to student loan programs BRU: Alaska Student Aid Corporalion

Component: Program Administration

Sponsor: (S)HES

Requester. (SJHES COMPONENT SERIAL NO.

2111

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 97 FY 98 FY 99 FY 00 FY 01

FY 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0-

[CAPITAL EXPENDITURES | [ [ | [ T

| CHANGE IN REVENUES |

FUND SOURCE { Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1008 GF Program Receipts

1006 GF MHTIA

Other - Corporate Receipts

TOTAL -0- -0- -0- -Q- -0-

POSITIONS:

FULL-TIME

PART-TIME

-~

TEMPORARY

Esumate of current year (FYS6) impact $ _.0.

ANALYSIS (Attach a separate page if necessary )

[

Prepared by Gillan R_Hays. Legislative Liausent /7 .~ 4656718
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Date
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Agency Revenue =EAE . . Dals,.__ s = g
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SUPPLIES
EQUIPMENT
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MISCELLANEOUS
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[CAPITAL EXPENDITURES | [ | [ [ [ J

[CHANGE IN REVENUES | l 1 | | 1 |

FUND S8OURCE (Thousands of Dollars)
1002 Federal Raceipls
1003 GF Maich

1004 OF

1008 OF/Program Recelpts
1006 GF/MHTIA

Other - Corporate Recaipts
TOTAL £ 0- 0 0- 0- -0-

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY R
Estimate of current year (FY98) mpact § _0-

ANALYSIS: Tha goal of the Alaska Student Ad Corporation i 10 ensure that student loan funds are avalabis for future
generationa of Alaskans. A number of programmatic changes are authorized In this bil thal move the program lowards a
financially viatle and seli-sustaining loan fund. Thers are also provisions to Improve customer sarvice, strengthen
coloecton efforts, and partner with postsecondary institutions to raise ecucations standards. The Alaska Student Loan
Program Is funded by corpornte receipts. No general fund dollars have been appropriated to the program since FY92,
forcing us to absorb lossos due ko death, disabilty, defautl, and forglveness on kans priof to 1987, Incorder to ensure
that finds are avallablo for Alaskans In the future, the changes recommended In this bill must cceur
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 123
1995 LEGISLATIVE SESSION
Revision Date: Dep* Affected: Education
Titla: An Act relating to student loan programs . . . Bk J: ACPE

Component: Student Loan Operations

Sponsor: (SIHESS
Requester: Sen. Green COMPONENT SERIAL NO.

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

[CAPITAL EXPENDITURES I

|CHANGE IN REVENUES | |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Recoipts

1006 GF/MHTIA
Other (T
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current yenr (FY95) cost: $ 0.0
POSITIONS \
FULL-TIME ()
PART-TIME
TEMPORARY
ANALYSIS: (Attach a separate page if necessary)
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April 25,
TO:
FROM:

SUBJECT:

8B 123

Conceptual Amendment:
Title Change: page 1, line 1 and 2:
Remove: interstate compacts for postsecondary education

Add:
administered by the Western Interstate Commission on Higher

Education,

1995
Legal Services

Norma Strickland, Senate Finance Secretary . .+ Y=< 6

FINAL LEGISLATION

I am requesting a final version for the bills listed below. I am
including conceptual amendments and faxing additional amendments

per bill.

Include Amendment #2 and 3 (separate faxed pages)

after "programs," "Professional Student Exchange Program




Apr=23-95 12:21:
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AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 123(HES)

Page 1, line 14;
Delete "$5,500 to a full-time student or 52,000"
Inscrt "$6,5C0 1o a full-time student or $3,000"

Page 2, lines | - 2;
Delete "nine or more months"

Insert "30 or more weeks"

Page 2, line 3:
Delete "$3,000 to0 a full-time smudeat or $1,000°
Insert "$4,500 10 a full-time itudent or $2,000"

Page 2, lines 4 - §:
Delete "nine months”

Insert “30, but at least 20 weeks®

Page 2, line 5, following "AS 14.43,125"

Inserz ™

(}--I(Lz,}-f led Y-25-95

P.0O3

9.LS0856\F.3 ~
Ferd
4/22/95

BY SENATOR ZHAROFF /s/474R/

SENATE FINANCE
COMMITTEE -
Amendment Number: <~
Bill Number:_s/2 /25 P
Sponsor:ZiA8F£_ Date: _z@//f_',
Logged In By: 7i /f’___

(5) 53,000 10 a full-time student or S1,000 10 a half-tme student if the
full- or half-time stdent is attending a carser education Frogram that is lcss than 20
but more than 10 weeks in length and is otherwise cligible under AS 14.43,125"

+Tn
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TO: CSSB 122(HES)

Page 3, line 17:
Delete "379,000"
Iﬂ.Scn "Mn

AMENDMENT

P.O2Z

9.LS0856\R.2
Ferd
42295

SENATE FAI:Q}@IECE
COMM
Amendment Number: i
8l Number:_S2 /2.7 X
Sponsor;, ﬁ! nGrp Dala:_z‘é_-‘- (\'ft 15
L d In By: L1412
ogge nv_ﬁ%
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SENATE FINANCE e
COMMITTEE P
Amendment Number: 5/95
Bill Number:___/ /2 5 - yEAEA b
Sponsor LA ANK_ Date: Z£/7%  \ \iENDMENT bk
Logged In By: };//;/F FROA RECD
OFFERED IN THE SENATE BY SENATOR FRANK

4

de LY

L

.‘..

¥

TO: CSSB I23(HES)

Page I, line 2, after "for":

[nsert "postsecondary medical education programs and for’

Page 1, after line 4:
Insert a new bill section to read:
'* Section 1. AS 14.42.030(d) is amended to read:

(6) The commission may enter into agreements with zovernment or
postsecondary education officials of this state or other states to provice postsecondary
educauonal services and programs to Alaska residents pursuing a medical education.
An agreement with another state must be limited to services and programs that are

unavailable in Alaska. The_commission_may impose upon a state resident who

participates in a_medical education program authorized under this subsection,

fees that are necessary to compensate the state for costs incurred by the state by

participation in the medical education program.”

Page 1, line 5:
Delete “Section 1.”

Insert "Sec. 2.7

Renumber the following bill sections accordingly.

Page |1, line !8:

Delete “sec, 9

Insert “sec. 10"




9-LSOB56\F. |

1 Page 11, line 20:

2 Delete “sec, 28"
3 [nsert "sec. 29"
4+ Page |1, line 21:

Delete "sec, 30"

L

6 Insert "sec. 31"
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Alaska State Legislature

Sen. Lyda Green, Chairman

Sen. Loren Leman, Vice-Chairman
Sen, Mike Miller

Sen. Johnny Ellis

sen. Judith Sale

State Capitol
Room 123
dunenu, Alaska 998011182

9071653762

Senate Committee on
Health, Education and Social Services

A U"'/
Dk

MEMORANDUM
)b

TO: Senator Rick Halford, Co-Chairman =~ "U)

Senate Finance Committee
FROM: Senator Lyda Green, Chairman

Senate Committee on Health, Education and Social Services
DATE: March 22, 1995
RE: Scheduling Request for SB 123

[ respectfully request that SB 123, Relating to the Alaska Commission
on Postsecondary Education Loan Programs, be scheduled for a
hearing at the carliest convenience of the Chairman.

Thank you for your consideration.




CSSB 123(HES) - SECTIONAL BILL ANALYSIS
Revised 3/23/95

Section 1-- increases the annual borrowing maximum for college and university
undergraduate and graduate students. The University of Alaska, which receives
60% of the ASLs, recently increased the tuition rates for all levels of study. Over
the past 10 years, the University of Alaska has increased tuition by 140%, and
during that same time, there have been no increase in loan limits. Loan limits for
career education programs were adjusted to reflect costs relative to program
length. The number of financial aid sources available for graduate students has
dwindled, while the cost of education has increased at a steady pace. National

tatistics show that graduate/professional students rep pay their loans in the greatest

Scction 2 -- changes guarantee fee to grigination fee to more accuratelv describe

the fee being assessed -- to offset for loan losses to the Revolving Loan Fund due

to death, permanent and complete disability, bankruptcy, or detault of the
;‘l-rfl-l\ Ccr

Section d -- clarifies the Commission’s authority to ensure the financial and
admimistrative capability of an institution participating in the ASL. This sectior

strengthens consumer protection and protects the ASL fund from unnecessars

1055¢s due to detaults and school closure:

et
-y

Section 4 -- sets the borrowing maximum at a dollar amoun
number of loan vears that a borrower is eligible. This 1s a more ¢

¢l means of tracking student eligibility

practi

aection S -- eliminates the drain on the Revolving Loan Fund resulting from
interest-Iree deferment periods, Under \'cc!ws:-. 9 and 13, the borrower will

become responsible for the interest if the State does not appropriate the money

rather than placing the loss on the Alaska Student Loan program
Section 6 -- amends the terms of repavment ol the ASL as tollows

3) the traditional 12-month grace period prior to the beginning of
repayment 15 re t'*:ua! to six months
21 a mimimum monthly pavment of $50 per month is established

o) tie number o6 yeurs requued to repay the loan s extended to fifteen

Fagr |




Section 7 -- simplifies the procedure for collection of the origination fee.

Section 8 -- eliminates requirement for certified or registered mail thus
eliminating 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.

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

d) interest on the loan will continue to accrue during periods of deferment
as provided in Section §;
?*l the six vears of miln;sr" dc!'cr*ncnt IS rl‘duccd to :hn_c year .; anc

In order to move the Alaska Student Loan Program toward a self- -sustaining,
actuanally sound basis, these changes are essential.

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

Section 11 -- reduces administrative expenses by elimmnating the need for
continued renev-al of a hardship deferment.

Section 12 -- extends the due diligence period on a loan from 120 to 180 days
Ihis allows the borrower an additional 60 days to recover from temporan
financial problems and prevent the loan from being declared in default

Section 13 -- conforms with changes made in Section 3 and 9

Section 14 - provides consistency with changes made in Sections 2, 7 and 19, and
ailows the ACPE to set the ofigination fee amount by regulation, but not 1o c,\'cccd
five percent of the loan amount Additionally the fee is to be deducted from the
disbursement rather than added to the pnncipal and then deducted

Section 15 -~ contains technical amendments and amends the residence
requirement to comply with a court decision reducing the residenc y requirement
from two vear to one year. The allowable absence fength for military service is
reduced from six to three years

177194
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Section 16 -~ allows a student to borrow on the student's own behalf in the ASL
program at the same time a parent or spouse borrows on the student’s behalf in the
Family Education Loan program (FEL). The total amount borrowed in both
programs cannot exceed the student’s cost of attendance

Section 17 -- makes incarcerated persons ineligible for ASL funds.

Section 18 -- gives delinquent student loans priority, behind child support
enforcement, for gamishment of wages.

Section 19 -- provides consistency with Sections 7 and 14

-
[T

Section 20 -- caps the level in the Teacher Scholars hip Loan (TSL) program 10
37,500 rather than the number of vears of borrowing. This is consistent with

S
changes in the ASL program in Section 4

Scction 21 -- consistent with the change in Section 16, allows a TSL recipient to
borrow on the student’s own behalf while a familv member also borrows on the

student’s behalf.

Section 22 -- technical amendment: repeal of duplicitous language for graduate
loan limits that 1s now covered in Section | of this bill.

Section 23 -- consistent with the change in Section 12, extending the due diligence
period on the Family Education Loan from 120 to 180 days
Section 24 -- clanifies that a loan obtained illegally by a person who does not meet

the ehgibility cnteria must be paid in full upon demand

Section 28 -« allows the ACPE ot arget funds adminmistered as part of the Westem
Interstate Commission on Higher Education's (WICHE) l’r-.-:v'-« nal Student

Exchi inge Program, and eliminates the SpeCilic Categornies previousiy in statute
. . ] ] 1 N ] . v »
Ihis change would make possible the atiotment of these funds in accordance with

)

over-all needs of Alaskans

ection 26 - allows the ACPE to initiate user fees from non-accredited
Postseconds Iy institutions, outside of Alaska, that wish 1o receive the procecds of
ASL loans. The fees would ensure that the state does not subsidize the review i

outside institutions

Vage )




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 ASL or TSL as referenced in Sections 16 and 21 of this bill.

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 will be obligated to
pay interest during deferments as referenced in Section $

Section 30 -- provides for an immediate effective date to promulgate regulation

referenced in Section 28.

Scetion 31 -- provides for an effective date of this bill at the beging

11 ! 5C car
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ALASKA COMMISSION ONPOSTSECONDARY EDUCATION IOVINTAGE LVE

Apnil §, 1995

T'he Honorable Rick Halford, Co-Chair
Senate Finance Commuttee

\laska State Senate

Juneau, Alaska 99801

Dear Senator Halford

| would like to request scheduling of CSSB 123 (HESS), “An Act relating to

student loans™, sponsored by the Senate HESS Committee

i}‘!]'v }‘1“ I

currently in the Senate Finance Commuttee after passing out of the Senate

{ESS Committee

Tts legislation will go a long way toward insuning the tinancially viability of
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~ Bill Analysis for CSSB 123 (HESS), “An Act reiatin "8 to student loan programs, inferstate

~ compacts for Postsecondary education, and jecs for review of Postsecondary education
institutions; and providing for an effective date.” .S'pansared by the Seuate HESS Committee
March 30, 1995

BACKGROUND:

The goal of the Alaska Commission on Postsecondary Education is to improve customer service
and ensure that student loan funds are available for future generations of Alaskan borrowers. To
achieve this, we must move the Alaska Student Loan Program toward a completely self-
sustaining financially sound future. A number of programmatic changes must be made in order
to achieve these goals,

Ihe Alaska Student Loan Program is funded solely hy corporate receipts. No general fund
dollars have been appropriated to the program since FY 92. As a result, the Program has been
forced to absorb losses due to death, disability, default, forgiveness on loans prior to 1987 and
interest-free deferment periods. The loan fund cannot continue to absorb these losses. In order
to ensure that student loan funds are available for Alaskans in the future, the changes made in SB
123 must occur.

ANALYSIS OF BILL/PROGRAM EFFECTS:
Provisions of SB 123 (in the order they appear in the bill);

raises graduate and undergraduate loan limits
increases loan ongination fees to cover loan losses

¢ allows ACPE to insure the financial and administrative capability of institutions receiving
ASL funds

¢ scts the borrowing maximum at a dollar amount rather than the number of loan years

¢ provides for the accrual of interest during periods of deferment

¢ amends repayment options

¢ reduces administrative costs

¢ alters the terms of student deferments

¢ denies loans to incarcerated individuals

¢ cxtends the period before a loan goes into default

¢ expands students’ financial aid options

¢ cstablishes wage garnishment priority (behind Chuld Support Enforcement)

¢ amends Alaska’s participation in the Wester Interstate Commission on Higher Education
(WICHE) Program to provide for more directed student funding

¢ cstablishes fees for insti - .jonal review

¢ requires istitutions to sign a program pasticipation agreement
¢ makes vanous technical amendments which are intended to improve program administration.

Ihese changes are intended to improve the overall financial stability of the Alaska Student Loan
Program as well as elevate levels of customer service.

(Please see attached sectional analysis for more detail.)
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ACPE 1995 - 1996
OPERATION/SERVICE OBJECTIVES

The Alaska Student Loan Program (ASLP) is funded solely by corporate receipts. No general fund
dollars have been appropriated to the program since FY 1992, As a result the Corporation has had to
absorb losses due to the following statutory provisions:
« Interest paid by the State while borrower is in school and authorized deferred periods
« Forgiveness of principal and interest for eligible borrowers
Payment of third-party collection vendors not recovered from defaulted borrowers
Write-offs due to death, disability, and uncollectible loans
Bond issuance costs paid from bond proceeds
Difference between the yield on bonds outstanding (interest paid by the Corporation) and
the yield on loans in the portfolio (interest earned on loans in the portfolio)

Finally, the Alaska Student Loan Program has suffered for a number of years with serious problems
related 1o its loan servicing system software. After serious audit deficiencies were identified and the
ASLC lost its insurance on the 1993 student loan bonds, ACPE has taken dramatic steps to resolve
its loan servicing system problems. This FY96 budget request, as well as ACPE's 1995 Legislative
Proposals, reflects the continuing effort of the commission to finally resolve these problems by
meeting three major objectives in the coming year:
« To maintain a high level of customer satisfaction and service in the programs
administered by the ACPE
« To enhance the financial stability now and for the long ‘erm in the ASLP
e To improve the ASLP loan servicing system to reduce defaulls through enhanced
repayment activity supported by a new up-to-date, fully automated loan servicing system

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

Over the past two years, ACPE has made major progress toward improving its customer service and
overall program administration. Staff has been reorganized on a more horizontal and funclional basis,
procedures have been revamped to improve efficiency and effectiveness, and changes to law and
iegulations that would improve program administration have been aggressively pursued. Outlined
below are some of the major achievements in 1994 that have greatly contributed to ACPE's improved
levels of customer service
* A New Exceutive Director - Dr. Joe L. McConmick, Exccutive Officer of the Corporation became
Executive Director of the Commission on December 1, 1993, Dr. McCormick comes to the Corporation
with more than 25 years of experience in the student loan industry at both the national and state level
¢  Restructuring Commission Staff - Since December 1, 1993, the Fyecutive Director has taken the
following actions
*  Hired an internal auditor to monitor all Commussion functions and assess progress toward corective
loan servicing functions on January 18, 1994
*  Hired a new finance officer to uversee the Commussion’s accounting department in April of 1994
*  Reassigned functions of the Commission staff  Effective Apnl I, 1994 the commission was
restructured and organized to maximize the efficiency and effectiveness of the workforce and to
‘flatten the organizational structure™ of the Commission staff as follows
e  Finance division includes the Finance Officer, accounting stafl, administrative support stafl, and
personnel staff
¢ Student Financial Aid 'rogram division directs all financial awd programs including the award
function of the ASLP, all instiutional authorization and compliance functions, Veterans Aflairs,
special program, and all policy rescarch functions

ACTI March 17, |998
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« Information Support Services, & new division, directs all functions related to the management
of the information of the computer mainframe and network of the entire Corporation. In addition,
this division is responsible for resolution of special problems due to the 1991 computer
conversion and records management functions,

» Loan Scrvicing division directs the communications between the borrowers, payment and
deferment processing, forgiveness provisions, skip tracing, and collections on delinguent loans.

» Identified a solution to long standing ASLP loan servicing problems and now actively secking funds to
implement a permanent solution to a fully automated, up-to-date loan servicing system. (Total commission

stafT is 98 permanent positions and 6 temporary positions).
o Issued $50.0 million in student loan bonds fully insured by AMBAC (the 1993 student loan bonds were

uninsured).
» Initiated a 72-hour turnaround time for processing ASLP applications (in prior years the commission

took up 10 cight weeks to process loan applications).
o Backlogs in correspondence, processing deferments, and paid-in-full accounts have all but been

climinated.
» Telephone Service at ACPE has greatly improved to the point the commission now has a 98+% answer

rate every month

The FY96 Budget Request reflects a level of funding to allow the commission to maintain the high
standards of customer service that have been implemented these past several months. Funds are
requested to allow ACPE to install a 1/800 telephone number lo assist borrowers who must
communicale with our office. In addition, funds are requested to replace some very old modular
furniture that now represents a serious work hazard to employees.

ACPE Objective Two: Enhance the financial stability and secure a strong financial future for
the program

Naw slalulory authonty will allow the Corporation to:
o Tie the interest rate on loans to the interest paid on bonds and the cost of servicing

« Resltrict borrower’s ability to receive a loan if previous loans were wri'ten off

« Restnct renewal of state occupational licenses for defauited ASLP borrowers
» Receive an assignment of wages from borrowers with defau'ted loans by a court of law

Proposed 1995 Legislative Proposals
* Increase loan limits for students

» Begin charging interest on loans dunng deferment periods

» Change the definition of default from 120 days to 180 days to be consistent with other
servicers in the industry and to allow for more time to perform due diigence on the loan

» Reduce the grace period from twelve months to six months
* Implement a requirad per loan minimum payment of $50 per month
¢ Reduce the miltary deferment peniod from six years (o three years

* Change the language, a "guarantee fee” to a loan ongination fee of up to five percen of the
loan amount Fee used o offset losses due 1o death, disability and loan write-offs

+ Alter the terms of repayment 1o allow fot fiteen year repayment and a $50 minimum payment
* Allow student and family member 1o have both ASLP and FELP in same year

« Prohibit loans o incarcerated students

« Vanous lechnical amendments

ALKl March 17, 1wt
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ACPE Objective Three: Improve loan servicing to reduce defaults through enhanced
repayment activity

The Commission’s most significant issue is to provide Alaska student borrowers an up-to-date, fully
automated loan servicing system. The FY 96 budget has requested funding for a Capital Budget
Request of $1.4 million to provide ACPE the necessary resources to implement a fully automated
student loan servicing system. In December 1994, the Legislative Budget and Audit Committee
authorized ACPE $250,000 to find the loan servicing software required to complete this effort, The
capital budget request will provide the resources necessary to modify the software to the ASLP and
implement the new system to a fully operational stalus as follows:

$ 250,000 Personnel costs related to the hiring of four temporary programming staff.
$ 5,050 Contractual services o assist with modification and conversion issues
$ 1,144,950 Equipment costs to purchase hardware, software and installation services.

This project is vital to the Commission as the current software does not have the capacity 1o meet the
needs of the Commission in properly servicing loans and will not meet fulure needs of the Alaska
Student Loan Program. Current system deficiencies include.

Inadequate audit trails

Labor intensive procedures requiring multiple screens to perform basic tasks
Poor support of interest accrual and billing cycles

A collection module which canrot handle a large volume of accounts

Highly labor intensive, manual tasks required to service loans properly
Inability to reconcile system transactions and venfy acr 2, nf data
Maintenance of the current system is an unacceptable, high risk to the ASLC

" ® ® ® ® = @
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION

FYS6 BUDGET SUMMARY AND COMPARISON

(Narrative Explanation of Budget Components to follow)

Operating Budget
General Fund:
WICHE Administration
WICHE Student Exchange
WAMI Medical Program
Federal Student Aid (State Malch)

Total General Fund

Corporate Receipts:
Postsecondary Commission:
Program Administration
Loan Operations
Data and Word Processing
Studen! Loan Corporation

Total Corporate Receipts

Federal Funds:
Program Administration:
Veterans Administralion
State Postsecondary Review Entity
(SPRE) Program
Federal Student Aid (SEIG)
Governors Council on Vocational Ed.

Total Federal Receipts
Total Operating

Capital Projects (All Corporate Receipts):
Intelligent Dialing System
Expanded System Network

and DP Enhancement
Microfiche Replacement Equipment
Feasibility Study
Office Furniture
New Loan Servicing Software

Total Capitol Projects

TOTAL

\CPE
Page 6

FY95 Budget FY96 Request
$79,000 $ -
579,800 474,600

1,162,400 1,307,000
329,500 369,100
$2,150,700 $2,150,700
$635,100 $717.900
4,465,100 6,451,500
843,700 At
382,200 =
$6,326,100 $7,169,400
$176,800 $148,100
150,000 100,000
163,500 163,500
160,700 160,100
$651,000 $571,700
$9,127,800 $9,891,800
$185,500 S
400,000
130,000 -
100,000 -
- 0
- 1,400,000
$815,500 $1,400,000
$9,943,30. $11,291,800
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ACPE OPERATIONAL BUDGET COMPONENTS
GENERAL FUND PROGRAMS

WICHE (Western Interstate Commission on Higher Education) Student Exchange Program

The goal of this component is to provide professional education opporunities to Alaskan students in
fields for which there are no programs operating in Alaska and to encourage them, through State labor
data, to return and practice in Alaska. The Commission participates in three student exchange
programs: Western Undergraduate (WUE), Professional Student (PSEP) and Weslern Regional
Graduate (WRGP).

The Commission anticipates funding 15 continuing students and 15 new students in nine separate
fields from an applicant field of approximately 98 students in the PSEP WICHE program. Total WICHE
funds requested for FY96 is $474,600, The Commission anticipates passage of related legislation
modifying the program to include physician assistant as a new field.

WICHE Changes from FY95 authorized budgel requesled in the FY96 Budget,
$ 79,000 Transfer the WICHE Administration component into this component
S 0 Line item transfer from grants to fund travel and supply expenditures
$144,600) Transfer lo the WAMI Medical Education component to cover the increase in the
commission’s contractual obligation
($ 39,600) Transfer of Federal Student Aid component to fund additional need-based awards

# WICHE PSEP STUDENTS

120
100
,I‘ N Ny "N . -
JE-E- B B- | Rl
SHEEEHEL

o — - - - -

89- 90- 9. 92. 93 04. 95
90 9 92 9 94 95 96

* Due to budget cuts, no new participants are supported in the current year 1994-1995,

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

This program provides guarantecd access 1o a medical school for ten (new) Alaskan residents per
year. The University of Washington School of Medicine (UWSM) acls as the regional medical school
for Washington, Alaska, Montana and Idaho by reserving a predelermined number of class places
each year. Alaska currently conlracts and pays for thirty places, ten in each year of sludy. Students
attend the first year of training at the University of Alaska, Anchorage campus before transferring to
the University of Washington campus. Funding request for WAMI in FYS6 is $1,307,000.

ACTE March |7, 1998
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WAMI Changes lrom FY 95 authorized budgel:
$144,600 Transfer from the WICHE Student Exchange component to cover the cost of living

increase in the Commission’s contractual obligation.

# WAMI STUDENTS

OApplications
W Funded

89- 90- 91- 92- 93- 94. 95-
90 91 92 93 94 85 96

CORPORATE RECEIPTS
Program Administration (FY96 funding request $717,800)

This component has two goals: to provide overall administration and policy direction to the
Commission programs and staff and 10 exercise review and oversight of postsecondary programs and
institutions operating in the state, with the exception of the University of Alaska system This
component administers the Veterans Administration and SPRE program. In addition, the component
contains funding for the Commission lo set poiicy, the Office of the Executive Director to implement
policy and tre Institutional Authorization staff, which enforces the Commission’s regulations and policy
directives. Sources of funding include corporate and federal receipts.

Changes from FY35 authonzed budget.
S 0 Combination of two part-time positions into one full- ime position
3 0 Line .em transfers to align federal authorization with expenditures
$82.800 Increase in Corporate receipts to fully fund anticipated expenditures based on
actual expenditures incurred in past years and anticipated activity for the coming
year.
($78,700) Decrement in federal ~uthorization to more closely reflect actual granl receipts

Alaska Student Loan Operations (FY35 funding request $6,451,500)

The goals of this component are to provide low cost financing to the Alaska Student Loan Program
(ASLP), disburse low-cost lcans lo eligible Alaskans enabtling them to pursue postsecondary
education and training and to service the outstanding loan portfolio in @ manner which maximizes
repayment ‘o the Student Lean fund and protects the financial integrity of the Alaska Student Loan
Program. This component is funded solely from corporate receipts

In FYS6 the lollowing FYS85 componenlts were combined with this component in an effort lo eliminale
unnecessary components and to combine all related activity into one component.

. Data and Word Processing

- Alaska Student Loan Corporation

ACPE March 17, 1793
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Other changes from the FY95 authorized budget:

$843,700 Trancfer of Data and Word Processing component inte this component.

$374,200 Transfer of Alaska Student Loan Corporation appropriation to this component.

$250,000 Addition of four CIP funded positions for implementation of the new loan servicing
system requested through a capital project budgel.

$292,000 Funding for a 1-800 number for borrower use.

$ 8,000 Increase in the cost of services to be provided by the Department of Commerce and
Economic Development to implement new legislation passed in HB506.

$218,500 Increase in other line item expenditures based on aclual expenditures in past years
and anticipated activity for the coming year.

Eederal Funds

The Veleran Affairs program and the State Postsecondary Review Enlity (SPRE) are federal funds
located in the Program Administration component of the ACPE budget. Under the VA program, ACPE
certifies schools eligibility for VA benefits; in the SPRE program, ACPE acts as an oversight agency
for the U.S. Department of Education for all Alaska Schools thal participate in federal student aid
programs

The Federal Student Aid component includes the State Student Educationa! Incentive Grant program
and the Paul Douglas Teacher Scholarship program. The State Student Educational Incentive Grant
program utilizes federal and state funding to provide $1,500 need-based grants to eligible low-income
students enroiled in full-time undergraduate programs. Each year approximately 1,400 students apply
for this grant as It is the only need-based student aid program offered by the State of Alaska. The
Commission funded 318 grants in FY94 and anlicipates funding 296 and 325 in FY35 and FY96
respectively, The state matching fund request for FY36 is $369,100.

The Commission acts as Alaska’s administrative and fiscal agent for the federal Paul Douglas teacher
scholarship loan program. This program is funded exclusively by the federal government. The
Commission provided seven loans in FY 94 and anticipates providing ten and eight loans in FY95 and
FYS5 respectively.

Finally, the Commission acls as an administralor of the federal funds allocated to the Govarnor's
Council on Vocational Education. FYS96 funding request s $160,100. The goal of the governor's
council on Career and Vocational Education is 10 expand and improve the delivery of vocational
educational opportunities to Alaskan citizens.

Federal Sludent Aid Changes from FY95 authonzed budget
$39.600 Transfer from the WICHE SEP to fund additional need-based awards
(S600) Decrement in federal authorization to more closely reflect actual grant receipts

ACIPE Muth 17, 1998
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ACPE FUNDING SOURCES
ILLUSTRATED

FY96 BUDGET

$571,700 $1,757,000

$2,150,700

OGeneral Fund

® Corporale Receipls
OFederal Funds
OCapital Projects

$7,169,400

FEDERAL FUNDS

$180,000 - $163,500 $160,100
$160,000 {$148.100
$140,000
$120,000 $100,000
$100,000
$80,000 -
$60,000 |
$40,000 -
$20,000 |

$0 4 ~
VA SPRE SEIG
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Alaska Commission on Postsecondary Education

Members

Tom Wagoner, Chair General Public
Stuart Bowdoin General Public
Bobette Bush General Public
Debbie Fullenwider General Public
Vacant General Public
Senator Johnny Ellis Alaska State Senate
Rep. Con Bunde Alaska House of

Representatives
Roger Jarvis Board of Education
Ernc Forrer Board of Regents
Mary Jane Fate Board of Regents
Marie Becker Governor's Council
Helen Finney Private Higher Education
Milton Byrd Propnetary Education
Patricia MacPike Student

Alaska Student Loan Corporation
Members

Tom Wagoner Postsecondary Commission
Vacant Pos.secondary Commission
Will Condon Commissioner of Revenue
Mark Boyer Commussioner of Administration
Willie Hensley Commissioner of Commerce and

Economic Development
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GENCRAL DUTIES AND RESPONSIBILITIES

Alaska Commission on Postsecondary Education (ACPE)

Consumer Protection

.
Monitor school advertising and contracts with students
Handle customer complaints
Help 10 assure loanftution refunds and student teach-outs when schools close
o Inshtubonal Authoriz aton
Provide eannial review and re-authorizabon for 32070 matlely 100
postsecondary insttubons
Regulate program and degree offerngs
Approve instiutons for Alaska and Velerans studen! loans
o Sludent Financial Axd
Full.bme, hotf-lene, teachet scholarsh, and lamey educa’ ans
opec:al slale and federal scholarshp loans
Slale and federal grants for low ncome students
Tuton substy for professonal programs not avaladle in Alaska
VACHE Prolessional E xachange and VWAMI Modcal Programs
Tution braaks for Alaskans entoiiod i Cortan regonal undergraduate and
graduate programs
« SLe Postsocondary Revew Entty (SPRE) Program to evsure cont j AVaiabaty
L o Tdhe Ve " Bile l‘l,‘.‘.",.,.\ 11 LEa T
. A '.S’.r"_.;';u-‘Tf‘:‘--ff‘_" (L. ] . \ at ) : a f.l‘ -
Alaska Student Loan Corporation (ASLCHAS 14 42 200)
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. 0oy 000! 0N 4 ) ' I
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ALt of 1084
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ALASKA STUDENT LOAN PROGRAM

PORTFOLIO
CHARACTERISTICS
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Fund History
The Alaska Student Loan Corporation (Corporation) was created in 1987 through an act of the Legislature. A

public corporathion and a governmeital instrumentality, the corporation was specificaliy established for the
purpose of financing student loans through the issuance of bonds, notes, or other debt instruments

Ihe corporation must determine the funding for Alaska student loans on an annual basis  The Alaska Student
Loan Fund conuists of a blend of funds from tax-cxempt bonds, loan repayments and prior years State of Alaska
general fund support. Repayments are used to make new loans, to pay debt service on the outstanding bonds,
and to pay operating expenses of the Corporation.  The chart below illustrates the amount of previous bond

nsuance by the Corporation
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The 1994 Bond Issuc;

The 1994 offering was viewed by all parties as successful with ASLC incurring favorably low debt service
costs. In comparing the Series 1994 bonds with the 1993 issue, it should be noted that AMBAC agreed to insure
the 1994 issuc after refusing to insure the 1993 bonds. AMBAC's participation in the 1994 issue was primarily
due to their confidence in the new senior management's ability to rectify the servicing difficultics which have
persisted over the years. Even though the 1994 issuc was offered during weak market conditions, the true
interest costs (TIC) of the transaction was among the lowest ever achieved. See Chart A below. In addition, the
1994 undsrwriter’s discount compared favorably to discounts previously paid by the corporation (competitive
or negotiated) and resulted in an aggregate discount of $449,500 versus the budgeted discount of $750,000
producing a savings of $300,500. See Chart B for a summary of the corporation’s historical bond insurance
costs

CHART A
TRUE INTEREST COST on ASLC BONDS

6.04%

0.00% — —
1988 1989 1991 1992 199)

CHART
ASLC BOND INSURANCE COSTS
(per $1,000 in bonds)

1400, Al 1308

1200 1139

1000 = ECEL

.00 : M
.00

—

400

-

e 000 0.00
000

1 1949 1 " 1992 19 194

(hercollateralization of the Alasks Student Loan Fund - Une of the gqueitions most frequently ashed about
the Alashas Student Loan Program has to do with s financial solvency and ability to retire the bond debt that
nos caiits in the boan fund The following summary clearly indicates that the total avsets of the ASLP Loan
Fund remain a1 over twice the amount of student loan boad deb to be retired  The tremendous support of the
Alask s Legislatute in the cazly yean of the loan program created this highly overcollateralized fund However,
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since 1992 no General Fund Revenue has been appropriated to the ASLP. In order to remain finarcially
solvent, the ASLP will have to continue to eliminate certain losses to the loan fund due to lost interest, delaults,
and forgiveness benefits, The ACPE 1995 Legislative Proposals and the FY96 budget plan are designed to
secure the future financial solvency of the ASLP.

Summary of Overcollateralization of the Alaska Student Loan Fund

Loans receivable

L.ess allowances for:
Doubtful Loans:
Forgiveness

Net Loans receivable

Cash and equivalents

Investments held by trustee

Total assets
Bonds payable, net of bond discounts

Total Assets Net of Loan
Allowance Bond pavable

(ratio1s showing that our asscts by far excecd
1

1994
400,615,743
06,503,108
12,880,026
381.232,519
13,185,091

§2.239.970

216,889,540

1993
AR6, 816,311
93,158,000
18,709,788
174,986,523
8146615
70,951,944

79,008,550
12000022

-

1992

483,950 466

100,534,190
20,385,723

11,083,015

42,701,143

33,784,135
410,823,711

wadma

150% S.410

“Jds !‘.A\.lh1('

1991

479,681,427

102,144,000
29,588,948

247,948,479
5,584,020
69,222,804

alla

74,807,823

- b
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156,032 45058

Total Assets to Total Bonds Payable Compared

¥
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$500,000,000 4*
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$400,000.000 {
$150,000,000
$300,000,000
$250.000,000
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$100,000.000
$50.000.000
0

O Total assetls
mBonds Payable




Alaska Student Loan Volume - the level of lending in the ASLP for the past several years has remained stable
in the $50.0 million range. All demand for ASLP loan s has been met cach year. The chart below illustrates the
loan activity since FY88,

ASLP Loan Volume

Profile of the 1994 Alasha Student Loan Portlolio

fspe ol Students Numberof Students Lotal  Loans 1994 Averape Loan per
Borrower
I 'nderpraduates 11418 S45, 181,000 83,056
Graduate 1.078 S45.065,000 1.712
Total 12,535 €50.246,000 €4.022
Residency Total Portlolio Undergraduales Craduate
In-state 62 6% 6S 32 3%
Out-of-sate 17.4% 14.5% 67.7%
ypeolStudents  Tolal Cumulative  Total Cumulative  Alaska Students Qut-uf-State
HSludents SDollars Percoentage Students
Percentag
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The Permanent Fund Dividend - According to AS 43.23.065 (b)(3) to satisfy the balance of a defaulted loan,
the Commission can gamish 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 of the State in 1976,
Ie Alaskan Permanent Fund may be taken to satisfy the balance of a defaulted loan. Through this
gamishment process, approximately 33.5 million dollars have been gamished since 1987, from defaulted
borrowers. During dividend year 1994, to date, 4.83 million has been collected

Permanent Fund Dividend Garnishments

o

o

(=]

w Mibonsol Doilarsy
(=]

o
"

00 - v v v
1987 1988 1989 19%0 1391 1692 1993 1954

Loan Forgivencss Provisions - A rather vingue feature of the Alaska Student Loan Program is that 'oans made
prior to July 1, 1987 are chigible for forgiveness benefits 1fa borrower completes the program of study for
which a loan is made and then Lives in Alaska after completion of study, the borrower may be ehgible to have
up to 50%s of the loan forgiven (canceled). Forgiveness benefits are camed in 10%a increments for each year of
residency after the second sear following completion of study
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Loan Repayments and Recoveries - Since its inception, the Alaska Student Loan Program has 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
15 presented graphically below.
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Student 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 continpency fee haced covering the cost of pirsuine collection of defaulted loans,
nent i [ Letween the

wadding ssapliacing, iegal lees, aiu judy, i Wn i '
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 tematively set by March 1, 1995, A table summarizing the recovery on accounts by

rivate vendors since 1984-85 follows
P

Student Defaulted Foan Recoveries from Collection Agencies

84.85 85.86 8687 87.88 88-89 8590 9091 91.62 92.91 9394
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ASLP Default Experience - The ASLP's default rate 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 of June 30, 1994, This decline is due in part to our increased collection efforts and in part to the steady
increase in the number of borrowers entering repayment. The default rates illustrated below are cumulative
rates calculated on the total dollars that have defaulted since inception of the ASLP as a numerator and the total
outstanding principle balance of loans in the portfolio minus loans “in-school” or “in-grace” status as a
denominator,
@
Alaska Student Loan Program Default Rates
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HISTORY OF CHANGES TO THE
ALASKA STUDENT LOAN PROGRAM

1968

Administered by the Department of Education

Maximum loan amount $500 per year up to four years

Non-interest bearing

Forgiven at the rate of $500 for each six months student lives in Alaska after completing

studies

* > o o

1970
¢+ Maximum loan amount increased to $750
¢ Forgiven at a rate of $750 for cach full year student lives in Alaska after completing

studies

1971
¢ Framework for current student loan program established

¢ Created the Scholarship Revolving Loan Fund
+ Maximum loan amount of $2,500 for undergraduates, $5,000 for graduates
¢ Interest rate of 5%
¢ Forgiveness of up to 40% at the rate of 10% for cach year student remains in Alaska after
completing studices
11974
+ Alaska Commission on Postsecondary Education created and charged with administering

the program

¢ Scholarship Revolving Loan Fund established as seli-supporting unless funds needed
from general fund

¢ Memorial Scholarship Loan Fund created

1978
¢ Maximum undergraduate loan amount increased to $3,000

1981
+  Maximum loan amount increased to $6,000 for undergraduaies, $7,000 for graduates
¢ Forgiveness amount raised to 50%

HISTORY OF CHANGES CONTINUED...

1984

ACH \arch 17, 1098
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¢ Allowed Scholarship Revolving Loan Fund to be used to pay costs of collecting defaulted
student loans if costs not recovered from student

¢ Interest rate for defaulted loans increased to 10%

¢ Teacher Scholarship Loan Program established

1986
+ Maximum loan amounts decreased to $5,500 for undergraduates, $6,500 for graduates

¢ Interest rate increased to 8%

1987

¢ Alaska Student Loan Corporation created to allow the sale of tax-exempt revenue bonds
to finance the program

Commission to continue administering the program

Forgiveness provision repealed

One-year grace period on interest accrual eliminated

Allowance given for payment of administrative costs from Scholarship Revolving Loan
Fund

¢ Alaska Family Education Loan established

> > > @

1991
¢ Alaska Half-Time Loan Program established

1993
¢ Guarantee fee of 1% established

1994

¢ Variable interest rate established

¢ Non-renewal of occupational licenses to defaulted borrowers until default resolved.

¢ Borrowers have the option of consolidating multiple loans into a single loan or to
consolidate loans made to married borrowers. The new interest rate is the weighted
average of the respective loans.

¢ Family Education Loans made more accessible to Alaskans wishing to borrow on behalf
ol a child or spouse.

Defaulted borrowers subject to wage garnishment as a part of any judgment issued Loan by
the courts,

ACTI March 17, 1954
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ALASKA COMMISSION ONFOSTSECONDARY EDUCATION 3030 VINTAGE BLVD
April 13, 1995 ;r,t::'\g:é ;';;;ij;?;f?ﬂw
FAX [§07] 445-5316
The Honorable Steve Frank, Co-Chair
Senate Finance Committee
Alaska State Senate
Juneau, Alaska 99801

Dear Senator Frank:
I am writing to advocate full funding for the WAMI Medical Education Program.

When [ joined the Commission a year and a half ago. | was very skeptical of the value of this program and
the “grow your own" approach the state seemed to be taking. Over the past year, I have met with cuient
and former WAMI participants as well as UA and UWSM faculty and administrators and my opinion has
changec Jramatically. 1 have been most impressed by the program’s beneficial impact on Alaska by
providing a regional medical center as well as a variety of services which come to Alaska directly as a result
of our participation in WAMI. Our partnership with Washington, Montana and Idaho in this regional
resource-sharing approach to medical education has provided Alaskans with:

Residency Training Program development

Biomedical infrastructure to the health and biological science divisions at the University of Alaska
Anchorage

Emphasized admission for Alaska Natives

Medical care provided by WAMI doctors to approximately 95,000 Alaskans in seventeen different
communities around the state:

Minority health sciences recruitment

Commumity health systems development

Elimination of the WAMI program would be extremely detnmental to the quantity and quality of medical
care in Alaska and we would like to work with the Committee to explore alternatives.

Your proposed amendment to CSSB 123 (HESS) would provide tor the possibility of charging fees to
WAMI! participants in order to “compensate the state for costs incurred by the state by participation in the
medical education program”™, [ believe we should take whatever steps necessary to insure Alaska's
continued participation in the WAMI Medical Education Program. If it is determined that this change is the
only way for Alaska to participate in program, | will strongly urge the members of the Alaska Commission
on Postsecondary Education to support the amendment.

Sincerely,

¥ / g A

r. Joe L. McCormick
Executive Director

Govermnor Knowles

Dr. Komisar, President, University of Alaska

Dr. Michael Dimino, Director, UAA Biomedical Program
ACPE Commissioners




April 26, 1995

A /y-

TO: Ann Ringsta?
Val Rader /-
Cam Toohey '
Tom Panamaroff

FROM: Norma Strickland, Sec'y
Senate Finance Committee

SUBJECT: CSSB 122 (FIN)

The attached final has been returned from legal. Please
review to ensure that the new language is correct. I am holding
the new CS for your approval and will pass on to the Senate
Secretary once I receive your concurrence.

Thank you,

(.__,-//’ n_{,} A

Norma Strickland
x4935
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Ann Ringstad ©!“
Val Rader :
Cam Toohey #*
Tom Panamaroff )

FROM: Norma Strickland, Sec'y
Senate Finance Committee

SUBJECT: CSSB 123 (FIN)

The attached final has been returned from legal. Please
review to ensure that the new language is correct. I am holding
the new CS for your approval and will pass on to the Senate
Secretary once I receive your concurrence.

Thank you,

Norma Strickland
¥4935




April 26, 1995

TO: Ann Ringstad
Val Rader
Cam Toohey
Tom Panamaroff

FROM: Norma Strickland, Sec'y
Senate Finance Committee

SUBJECT: CSSB 123 (FIN)

The attached final has been returned from legal. Please
review to ensure that the new language is correct. 1 am holding
the new CS for your approval and will pass on to the Senate
Secretary once I receive your concurrence.

Thank you,
C97).
7 Jpzima

Norma Strickland
%4935
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