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April 30, 2001

The Honorable Pete Kelly, Co-Chair
Finance Committee

Alaska State Senate

State Capitol Building, Room 518
Juneau, Alaska 99801

Dear Senator Kelly:

As the Executive Director/Officer of the partner agencies, the Alaska Commission on
Postsecondary Education (ACPE) and Alaska Student Loan Corporation, | am writing to
request your support for HB204, a bill creating the AlaskAdvantage Loan Program...
Specifically, | am requesting that the bill be heard by the Finance Committee as soon as
possible. In addition to public hearings on HB204 in both the House Special Committee on
Education and the House Finance Committee, it’s companion legislation in the Senate,

SB 155, was also the subject of two hearings in the Senate Health, Education and Social
Services Committee. In each event the bills were positively received, without objection from
members of either body or from a member of the public.

As | indicated during my briefing with you earlier this session, the bill is the result of
months of planning on the part of senior ACPE management working in consultation with
University of Alaska administrators. As you know, in recent years the ACPE and ASLC
have been successful in turning the financial status of the Alaska Student Loan Programs
around to its cunrent healthy condition. This transformation has only been possible through
the consistently strong bipartisan support of our initiatives to improve services and eliminate
financial risks for the programs. The AlaskAdvantage Program is designed to insure we are
able to continue on this positive trend through the years to come. Enclosed is ACPE’s
sectional analysis that describes changes to Alaska Statute contained in the bill.

I am confident that if HB204 is passed this legislative session, ACPE will be prepared
to offer the expanded benefits to our customers in 2002-2003. | hope that you will support

our efforts to implement this program as soon as possible. Thank you for your consideration
of my request, as well as for your long-time support of our programs.

Diane Barrans
Executive Director

DB/dm

Enclosure
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Re: HB 204 - An Act relating to the Alaska Commission on Postsecondary
Education and the Alaska Student Loan Corporation...

Dear Speaker Porter:

Alaska's student loan program has achieved great success in the past few years. The Commission
on Postsecondary Education and the Alaska Student Loan Corporation have turned the; rogram
around -- running it in the black for the first time in history and paying a dividend back to the
state. This year the dividend payment is S2.2 million with another $4 million expected for fiscal
year 2002. All of this while serving over 90,000 Alaska student loan customers with S615
million in loans.

This bill I transmit today establishes the AlaskAdvantage Loan Program, the next step in
continuing the growth and financial integrity of the state student loan program. Under this
legislation, Alaska would participate in the federal guaranteed student loan program

which brings benefits including low interest rates for borrowers and reduced risk to the state
through federal loan guarantees.

This bill also creates a supplemental loan program to provide financial assistance in the event the
AlaskAdvantage Loan is insufficient to cover education costs or the student does not qualify for
assistance under the federal guaranteed student loan program.

This bill will create a one-stop financial aid information center and financial opportunity,
guaranty the lowest possible borrowing rates, streamline aid delivery and reduce financial risk to
the State through the federal guarantee. This program will also offer expanded options

for borrowers with special needs in loan repayment.

At a time when access to quality education is at the forefront of our legislative agenda, lurge
your prompt and favorable action on this measure.

Sincerely,

/sl

Tony Knowles
Governor



BILL
SECTION

AK STATUTE SECTION TITLE

Findings and purpose.

ACPE advisory functions.

ACPE mandated functions.

ACPE authorized (permissive)
functions.

ACPE authorized role re:
postsccondary consortia in Alaska

ASLC purpose

ASLC general powers

PAGE
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LINE

12
1-25

26-31
1-14

15-23

24-31
1-25

26-31
1-7

8-18

19-31
1-31
1-31
1-16

S A O O I T A T
P

PURPOSE OF SECTION

Emphasize ACPE/ASLC joint missions to expand
economic benefit of education and training as broadly in
the state as possible; providing benefits to individuals,
institutions, and industries.

Remove archaic and/or unfunded functions.

Emphasize financial aid administration, regulation ofin-

state postsecondary institutions; and administration of
federal student financial aid.

Clarify: (1) regulation adoption authority to administer
state and federal financial aid programs and
postsccondary institutional authorization; (2) authority
to delegate operational administration to ACPE
executive director or subcommittees; (3) establish and
collect fees for review of non-Alaska institutions; and,
(4) collect financial aid debts from individuals,
including collection fees.

Authorization to negotiate agreements between the
University of Alaska and other consortia institutions.

To include creating financial aid administration
efficiencies. Provide operating principles to guide
corporation action.

Revise and claiify collection authority and to insure
ASLC activities arc financially self-sustaining.

TYPE OF CHANGE

New Language

Amended Language

Repeal and Reenacting
Language

Moves Existing Language and
Adds New Language

Amended Language

Amending and Clarifying
Language

Amending and Clarifying
Language

EFFECTIVE
DATE

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately
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SECTION

10

1

12

13

14

15

AK STATUTE SECTION TITLE

ASLC to finance education loan
programs.

Clarifies the purpose of the
education loan fund and describes
appropriate uses of the fund.

Education loan fund.

Education loan fund.

Bonds of the corporation.

Bonds of the corporation.

Trust indentures and trust
agreements.

Pledge and agreement o f state.

PAGE
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1
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1
12

12

LINE

17-31
1-1

12-31
1-8

9-16

17-26

27-31
1-2
36

7-31
1-8

9-18

PURPOSE OF SECTION

Provide direction for establishment of state
supplemental education loan programs. Provide
operating principles to insure flexibility for developing
various state loan products and that such products be
designed to attract and retain students in Alaska,
including offering terms and conditions that are more
attractive than prevailing market terms.

By reference, specifically authorize financing for
integrated state and federal financial aid programs.

Conforming change to incorporate the new programs
that have an effective date of 7/01/02.

Conforming change to incorporated the new programs
that have an effective dale of 7/01/02

Extend maximum time period for ASLC bond maturities
when longer terms are financially beneficial.

Increase two-year aggregate ASLC bonding capacity to
insure adequate cash flow to meet integrated programs
loan demand.

Conforming change clarifying broad collection authority
on all assets and obligations to the corporation.

Conforming change.

TYPE OF CHANGE

New Language

Amended Language

Amended Language

Amending Language.

Amended Language.

Amended Language.

Amended Language

Amended Language

EFFECTIVE
DATE

Immediately
implement,
but loans
disbursed
on or afier
July 1,2002

Immediately

Immediately
implement,
but 'oans
disbursed on
or after July
1,2002

Immediately
implement,
but loans
disbursed on
or after July
1,2002

Immediately

Immediately

Immediately

Immediately

March 27,10l
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SECTION

16

17

18

19

20

21

22

23

24

25

26

AK STATUTE SECTION TITLE

General provisions.

Education loan program.

Conditions of loans.

Conditions of loans.

Conditions of Loans.
Consolidation of loans.
Eligibility of Students,
Discrimination prohibited.

Default.

Default.

Default.

PAGE

12
13
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14

14

14

14

14

15

15

15
16

LINE

19-31
1-7

8-20

21-26

27-31
1-2

3-1

12-20

21-25

26-30

31

1-24

12-24

25-31
1-6

PURPOSE OF SECTION

Provide definitions of terms used throughout this

chapter.

Secs. 17 through 28 retain existing Alaska Student Loan
Program until AKAdvantagc is operating in 2002-2003.

Conforming change.

Conforming change.

Conforming change.
Conforming change.
Conforming change.
Conforming change.

Provide administrative collection power through
authority to issue liens against real properly as a means
ofrecovering on defaulted loans.

Extend uniform collection methods for all loans serviced
by the Commission. Recognize that default threshold
under AKAdvantagc will be set according to federal
standard; (currently at 280 days delinquency).

Provide default appeal piocess to borrowers regardless
of the specific loan type. Establish atimely response
standard for the ACPE executive director to act upon a

default appeal,

TYPE OF CHANGE

Moves Existing Language and

Adds New Language

New Language to Replace AS

14.43.090
Amended Language

Amended Language

Amended Language
Amended Language
Amended Language
Amended Language

New Language

Amended Language

Amended Language

EFFECTIVE
DA'PE

Immediately

Immediately

Immediately

Immediately

Immediately
Immediately
Immediately
Immediately

Immediately

Immediately
implement,
but loans
disbursed

on or alter
July 1,2002.

Immediately
implement,
hut loans
disbursed

on or alter
July 1,2002.

March 27, 2001
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SECTION

27

28

29

29

29

29

AK STATUTE SECTION TITLE PAGE

Lien. 16

Detlnitions. 16
17

Establish the federal guaranteed 17-22

AKAdvantage and the Alaska
Supplemental Education Loan

Programs.
Sec. 14.43.161 Purpose; creation. 17
Sec. 14.43.162 Eligibility. 17
18
Sec. 14.43.163 Restrictions on 18
award.
Sec. 14.43.164 Use of loan. 18
Sec. 14.43.165 Interest. 18
19
Sec. 14.43.166 Repayment. 19
Sec. 14.43.167 Consolidation of 19
loans.

LINE

7-18

19-31
1-14

16-20

21-31
1-11

12-22

23-25

26-31

10-17

18-25

PURPOSE OF SECTION TYPE OF CHANGE

Describe the lien authority ofthe ACPE regarding New Language.
defaulted student loans.

Conforming changes. Amended Language.

New Language.

Sec. 29 as a whole, describes the new, integrated loans programs. AKAdvantagc to be first
loan offered to borrowers,

Recognize that the eligibility criteria is established by federal student loan rules. Additional
AKAdvantagc criteria are that a borrower be an Alaska resident or attending school in
Alaska. Defines residency criteria.

Recognize that annual lending limits under this program are set by federal student loan
rules.

Recognize that permitted use of funds determined by federal student loan rules.

Recognize: (1) that the formula for setting the interest rate on the loan is determined by
federal rules (variable with current cap of 8.25%); (2) the rate may be no more than the
federal student loan rate; (3) interest accrues from the time the loan is disbursed to the
borrower; (4) during periods of enroliment or deferment the borrower may elect to pay the
interest or to have it capped; and (5) for those borrowers who qualify, the federal
government may pay interest on their behalfduring qualifying periods.

Clarify that loan terms include a six-month grace period during which payments are
deferred. Clarify that loans obtained in error or by falsification by borrower may be subject

to accelerated repayment requirement permitted by federal student loan rules.

Clarify ACPE authority to offer consolidation of loans.

EFFECTIVE
DATE

Immediately

Immediately

Immediately
implement,
but loans
disbursed

on or after
July 1,2002.

March 27, 2001
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SECTION

29

29

29

31

AK STATUTE SECTION TITLE

Sec. 14.43.168 Default.

Sec. 14.43.170 Creation; purpose.

Sec. 14.43.171 Applicability of
other laws.

Sec. 14.43.172 Eligibility.

Sec. 14.43.173 Loan award
maximums.

Sec. 14.43.174 Interest.

Sec. 14.43.175 Repayment of
loans.

Memorial Scholarship Loan Fund

Memorial loan payment.

PAGE

19

20

20
21

21
22

22

22

22

23

23

LINE

26-31

1-10

11-14

15-31
1-27

22-27

28-31

1-5

PURPOSE OF SECTION TYPE OF CHANGE

Authorize ACPE to establish default requirements that are compliant with federal student
loan rules.

Alaska non-federal loan to be provided to supplement AKAdvantagc loan to address
remaining financial need or to provide aid if AKAdvantage loan is unavailable.

Incorporate, by reference, certain specific existing Alaska Student Loan requirements. This
section creates alignment of terms and conditions of the Supplemental loans with
AKAdvantage loans to reduce consumer confusion and administrative complexity where
possible. Applicable laws arc regarding: minimum standards for institutional default rates;
prohibited discrimination; contracting with minors; default and collection tools ~PFD
garnishment, leveraging licenses, administrative wage garnishment, creating li :ns);
definitions; use of loans; loan consolidation, and, default.

Provide for Supplemental loans to continue to be available to Alaska institutions that may
not participate or qualify for participation in the federal student loan program and allow
ACPE to establish certain standards with which the institutions may be required to comply.
Provide the authority to perform credit review o f applicants for Supplemental loans.
Establish minimum credit standards. Specify conditions under which an applicant who fails
to meet the standards may become qualified for a loan, including obtaining a credit-worthy
co-signer.

Establish annual and aggregate loan award maximum for the Supplemental loan. Provide
that borrowers must be considered in good standing by their institution to continue to
receive loan disbursements.

Provide authority for the ASLC to set the interest rates and provides that the rate not exceed
8.25%. Clarify that interest accnies from the time a loan is disbursed and that interest may
be paid or deferred and capped, as elected by the borrower.

Provide for a six-month grace period following the in-school period when payments arc
deferred.

Conforming change. Throughout this chapter references Amending Language.
to “scholarship loans” are being amended to read

"education loans” to eliminate any confusion about

whether the aid is a scholarship or a loan.

Conforming changes. Amended Language,

EFFECTIVE
DATE

Immediate

Immediate

March 27, 201



BILL
SECTION

32

36

37

30

41

42

AK STATUTE SECTION TITLE

Meinorial loan administering
authority.

Education Incentive Grant
Administration.

Teacher Education Loan selection
criteria.

Teacher Education Loan selection
criteria.

Family Education Loan account.

Definitions.

Definitions.

Repayment condition for (VVICHE)
program participants.
Repayment.

Duties of recorder.

Repealer section.

PAGE

23

23

23

23

24
24

24

24

24

25

25

LINE

13-17

18-22

23-27

28-31

2-14

15-17

18-24

25-27

28-31

1-3

4-5

PURPOSE OF SECTION TYPE OF CHANGE EFFECTIVE

DATE
Conforming changes. Amended Language. Immediate
Conforming changes. Amended Language. Immediate
Conforming changes. Amended Language. Immediate
Conforming changes to incorporate the two new Amended Language. Immediate
programs.
Conforming changes. Amended Language. Immediate
Adding a chapter definition for corporation to mean New Language. Immediate
ASLC.
Adding chapter definitions for “federal guaranteed New Language Immediate
student loan program” and approved FFEL institution.” implement,
but loans
disbursed on
or after July
1,2002.
Confomv.ig changes. Amended Language. Immediate
Provide for collection authority in the event of default of New Language Immediate
a W1CIIE Professional Student Exchange Program loan.
Conforming change related to ACPE authority to place a New Language Immediate
lien as a means of collcctio | on a defaulted loan.
Repeal 14.42.010(a), ACPI purpose and intent, and Amending Language. Immediate
14.42.030(c) ACPE functions. Replaced in Secs. 1-4 of
this bill.
Repeal 14.42.390, ASLC definitions, replaced in Sec. 16
of this bill.
March 27. 2001
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SUCTION

47

AK STATUTE SECTION TITLE

Transition language.

Transition language.

Instruction to Revisor

Effective Date Section.

Effective date section.

PAGE

25

25

25
26
27
27

27

LINE

6-13

14-20

21-31
1-31
1-9

10-11

12

PURPOSE OF SECTION TYPE OF CHANGE

Repeal 14.43.090, creation of the scholarship loan fund,
which is replaced in Sec. 17 of this bill.

Repeal 14.43.255(c), memorial loan fund, authority to
sell or assign loans to the corporation.

Repeal 14.43.315, memorial loan discrimination
prohibited section. Protection provided through
incorporation by reference in Sec. 32 of this bill.

Repeal 14.43.730; family education loan administration
section. Authority provided through incorporation by
reference in Sec. 3 of this bill.

Repeal 14.48.050(10), ACPE power to establish fees for
review of institution. Replaced in Sec. 4 of this bill.

Provide ACPE with ability to immediately begin Transition language.

AKAdvantagc implementation processes that arc
necessary in order to offer student loans under the new
program for the 2002-2003 academic period.

P.ovide ACPE with ability to immediately begin Amended Language.

AKAdvantage regulation promulgation necessary to
offer student loans under the new program for the 2002-
2003 academic period.

Conforming changes to provide consistent use of
terminology relating to loan programs administered by
ACPE.

EFFECTIVE
DATE

Immediate

Immediate

Immediate

March 27, 2001
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March 20. 2001

The Honorable Brian Porter
Speakc of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Porter:

Alaska’s student loan program has achieved great success in the past few years. The
Commission on Postsecondary Education and the Alaska Student Loan Corporation have turned
the program around - running it in the black for the first time in history' and paying a dividend
back to the state. This year the dividend payment is S2.2 million with another S4 million
expected for fiscal year 2002. All of this while serving over 90.000 Alaska student loan
customers with S615 million in loans.

This bill | transmit today establishes the AlaskAdvantage Loan Program, the next step in
continuing the growth and financial integrity of the state student loan program. Under this
legislation, Alaska would participate in the federal guaranteed student loan program which
brings benefits including low interest rates for borrowers and reduced risk to the state through
federal loan guarantees.

This bill also creates a supplemental loan program to provide financial assistance in the event the
AlaskAdvantage Loan is insufficient to cover education costs or the student does not qualify for
assistance under the federal guaranteed student loan program.

This bill will create a one-stop financial aid information center and financial opportunity,
guaranty the lowest possible borrowing rates, streamline aid delivery and reduce financial risk to
the State through the federal guarantee. This program will also offer expanded options for
borrowers with special needs in loan repayment.

At a time when access to quality education is at the forefront of our legislative agenda. 1urge
your prompt and favorable action on this measure.

Sincerely.
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