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J 14 40.810 §14.40.810

Education

<7) "consortium"™ meais a cnperative arrangement between two or
more public or private institutions of higher education specified in
agreements or memoranda of understanding to permit sharing of
“ocilities. instructional opportunities, and ot.ier educational services in
ucn a way that the integrity of each institution party to the consc* tium
? preserved while at the same time the institutions cooperatively plan
the academic calendar, scheduling, use of personnel and facilities, and
educational programs and offerings to the maximum advantage of the
ctuuents and faculties of the institutions that are parties to a
consortium. i85 ch 156 SLA 1972; am &3 ch 78 SLA 1974; am &318 -

20 ch 136 SLA 1974; am 85 ch 136 SLA 1975)

.fTect of amendment*. —Th* first 1974
amendment aaded paragraph Io».

Th* second 1974 amendment added th*
.Anguage beg-rning "any combination of 12
or more **m**ier bourn of cradIt" to the
»nd of paragraph (2). subtmuted “*h" for

"two” in paragraph (8) and auded
paragraph (7).

The 1975 amendment, effective July 1,
1975, substituted "thrae' for "nix" in

f agraph (8).

Article 10. Memorial Scholarship Revolving Loan Fund.

-ection

t 10 Declaration of purpose

*'5. Fjnd created

«20 Limit* on. condition* <f loans
«25 Kepayrrenl of loan*

Leoeal of firmer artltle. — Section 22.
n *0 SLV . *4. rejiei.- 1former Article
“I1)*d Milct.ael Murphy Scholarahip

S |

Section

dsO. Selection

¢35. Discriminationprohibited
wi0 Administering luthontt
i4d. Fjnding

and Oram Fund ' Th* f«im»r irtici*
mi i«ieq of 14 -iii — 1*it) 9], *e.1
u* ed TOIT. »1 mt .U. SLt IIMOD*

ie.4u.M10. tienaratinn of purptim*. Ia) The legislature may {iay

nhute to the memory of Alaskan* wnr. by the example of thmr lives,
r »y their distinguished contribution una service ui this state, tneir
=jimmunity or their profession. exemplified the best that is the chal lenge
fThe lirfat land" by the creation of memorial scholarships os a par:
" *generai remona. scholarship revoivirg loan fund, setting out the
p.iqi-IM- for ~hich eacn is created, and the condition* applicable to earn

wtwiarship.
(&l The p*tip

»a of the several memonai acholarship account* in the

memorial scht»U«*hip .avoiving loan fund are as folloss:

fit the Michael

Murphy memorial

scholarship j*rpetuaies the

memory of Michael Murphy, a member of th.Alasurt State Troopers,
«=jp, while on leave from that division, gave his life for his adopted
-—outry In Vietnam on May 22, 1968;



5 14.40.815 Alaska Statutes §14.40.820

(2) the Carroll L. “Butch" Swartz memorial scholarship perpetuates
the memory of Carroll L. "Butch" Swartz, of Jureau. who was a student
intern with the Criminal Justice Planning Agency and the Governor's
Commission on the Administration cf Justice during the summer months
of 1972 and 1973 and whose accidental and untimely death in November
1973, occurred while he was completing his undergraduate education at
Yale University, thus never realizing his educational goals or career
objective;

(3) the Harvey Golub memorial scholarship perpetuates the memory
of Harvey Golub, of Juneau, who was chief engineer of the bridge design
section of the Department of Highways of the State of Alaska and whose
accidental and untimely oeath September 13, 1971, cut short a wide»y*
respected career in civil engineering; and

(4) the Robert L. Thomas memorial scholarship perpetuates the
memory of Robert L Thomas, of Juneau, who as Deputy Commissioner
0? Education, and for 13 years as a member of the professional staff
of that department contributed significantly to the creation, operation
and administration of a sound system of public education in Alaska and
whose tragic and untimely death March 12, 1974, terminated a
distinguished career in education and public administration that long
will he exemplary for those whi aspire to service in that profession. (4
21 ch 136 SLA 1974)

Sec. 14.40.815. Fund created, (a) There is i *eatei? a memorial
scholarship revolving loan fund. The fund shall be ised to provide
educational scholarship loans to students selected und ;r 44 810 — 845
of this chapter. All repayments of principal shall b» paid into the
memorial scholarship revolving loan fund and shall be used to make new
scholarship loans.

(b) Each memorial scholarship, the purpose of which is set out in 4
810(b) ol this chapter, is a separate account in the memorial scholarship
revolving loan fund created under (a) of this section. (§ 21 ch 136 SLA
1974)

Editor*! noU — Section 34, ch 116.SLA  Michael Murphy memorial acholanhip
1V74, providr "On the effective dele of account In the memorial acholanhip
thie Act. the telenc* in the Michael Murphy ~ revolving loan fund created under AS
Kholarahv loan and (rant fund created 14.40.816 a> added by etc 21 of this Art"
under AS U 40.8&* a lraniferred to the

Sec. 14.40.820. Limits on. conditions of loons, (a) A scholarship loan
to a recipient under 4% 810 — 845 of this chapte. may not exceed $2,500
a school year for an undergraduate student or $5,000 a school year for
a graduate student Ix>ans may not be made to a student for more than
six years

(b) A loa.i made under Il 810— 845 of this chapter may be uaed only
as follows:

§14.40.825

(1) d Michael
pursue a degre*
enforcement, la
fields;

(2) t. Carroll
used only to pi
university in aiil
administration, jr
justice;

(3 a Harvey (
pursue a degree
mechanical, ele<
transportation,
engineering; and

(4) a Robert L
to pursue a degn
will lead to a ca
closely related fi<

(c) The recipier

(1) enrolled as i
to an Associate, 1
listed in (b) of this
loan received,;

(2) a graduate i
high school withii
admitted to a colie
leading to a degn
is appropriate to t

(*' an officer or
the state who intei
leading to a deg*
appropriate to the

(d) The recipient
student in good si

(e) In any year i
created under 4 81
loan in one of the
no loan in that act
shall be added U
succeeding year.

(f) The admimst
signed by the recipi
will help it carry oi
21 ch 136 SU 197

Sec. 14.40.825. 1
shall be noninterei



5 14.40.720 Education § 14.40.759

Article VIII. Construction and Severability.

This compact shall be liberally construed so as to effectuate the
purposes thereof. The provisions of this compact shall be severable and
ifany phrase, clause, sentence or provision of this compact isdeclared
to be contrary to the constitution of any state or of the United States,
or the applicability thereof to any government, agency, person or
circumstance is held invalid, the validity of the remainder of this
compact and the applicability thereof to any government, agency,
person, or circumstance shall not be affected thereby. Ifthis compact
shall be held contiary to the constitution of any state participating
therein, the compact shsll remain in full force and effect as to the state
affected as to all severable matters.

Article Xl. Stvte Defined.

As used in this compact, "state," means a state, territory, or
possession of the United States, the District of Columbia or the
Commonwealth of Puerto Rico. (6 1 ch 168 SLA 1980)

Sec. 14.40.720. Members of the commission, (@ One of the
commission members shall be the governor; one shall be the state
commissioner of education; two shall be members of the state
legislature selected by its respective houses and serving in the manner
the legislature may determine; one shall be the president of the state
Board of Education; and two shall be appointed at large by and serve
at the pleasure of the governor.

(b) TTie terms of office of the at-large members shall be four y-.*as;
however, the first members shall be appointed as follows; one for two
years, and one for four years. Each member shall hold oflice until his
successor is appointed and qualified.

The legislative and at-large members of the commission serve
without compensation but are entitled to per diem and travel expenses
provided by law for other state boards and commissions, it 1ch 168
SLA 1980)

Article 9. Scholarship ">oans and Tuition Grants.

Section Section
759 Undergraduate loan* 776 — 601 iRepealedl
763 Condition* of toon* 606 Definition*

767. Selectioncntem

Sec. 14.40.759. Undergraduate loans. The committee may make
a loan, not toexceed 83,000 inany one school year, toan undergraduate
student eligible under AS 14.40.765. <¢ 1ch 96 SLA 1971; am ( 6 ch
136 SLA 1974; am » 1ch 153 SLA 1978)

8l



814.40.763 Alaska Statutes Supplement

Effect of amendment. maximum amount of the loan from
The 1976 amendment increased the  $2,500.00 to $3,000 00.

Sec. 14.40.763. Conditions of loans.

() The loansmay only be used to attend a career education program
or a college or university approved by the commission, and, ifthe loans
are federal 1; insured, by the United States Commissioner ofEducation.

8§14.40.763

(® Loans are interest bearir g while a student isenrolled under (©)

of this section or is receiving a deferment ofpayments under (K) ofthis
section; however, a student isentitled to have a portion of the interest

paid on his behalf and for his account in accordance with (1) of this
section.

@ The required repayment of the principal amount of the loan and

any interest on the loan begins no earlier than nine months nor later
than one year after the student t»* inates his studies. The loan shall
provide for repayment of the Untl amount owed in periodic
installments in not less than five nor nore than 10 years from the
commencement of repayment or more than iu years from the date of
execution of the original promissory note evidencing the disbursement
of the loan, except as provided for in (k> and (m) of this section.
Notwithstanding the provisions of this subsection, a student may at his
option make payments earlier than this subsection requires.

@) A portion ofa loan shall be paid on behalfof the borrower by the
gTanted, the borrower spends at leastfthrei®years employed in the
state The portion of the loan which shalTbe paid by the state shall be
the follow impiejcentages of the total loan received plus interest for up
to a total ofUQjp™r centr*\5~

<1l two — three years residency, 10 per cent;

(2" three — four years residency, an additional 10 per cent;

(3" four — five vears residency, an additional 10 per cent;

S 0 «= over five vears residency, an additional 10 per cent.

ik Periodic installments of principal shall be deferred, but interest
shall accrue and be paid unless the student is eligible for interest
payment benefits under «l -ef this section during any of the following

(I* return to student status as provided in d of this section;

<> serving on active duty as a nember of the armed forces of the
United States;

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

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

(f© for n one time period up to 12 months inwhich the borrower is
seeking and unable to find employment in the United State; or

(6l ifthe borrower becomes 50 per cent or more disabled as c »rtified
by compcter® medical authority.

*1J0

814.40.7"

() The
federally
@ the
loan; and
(@ defe
m Ini
loan for ai
thin six i
section.
(n) Eac
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Effect ol
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814.40.767

Education

814.40.767

(1) The statewill pay the interest on that portion ofa loan that isnot

federally insured during

®

loan; and

the period before the beginning of the repayment period of the

(2L deferments under (K) of this section.

(m) In case of hardship, the committee may extend repayment ofa
loan for an additional period ofup to five years in increments no longer
than six months each within the 15-year requirement of (g) of this

section.
Q)

Each year spent attending a college or university in Alaska

qualifies as a year of employment and residency under (§) of this
section, ifthe borrower resides no less than three years in Alaska after
completion of the course for which the loan was granted, and has a total

Alaskan residency of 10 years time.

(am 55 1- 4ch 99 SLA 1977; am

Effect o' mendmenU.
The 19 amendment substituted
"commistion for  “Department  of

Education" in aubaectton Ib), substituted
"receiving ofdeferment of payment* under
ek eof thi* eceilin' for 'fulfilling required
military x-rvic*' at the end of subsection
<g), rewrote subsection g1l and added
eubaectmn 'k>

The 1979 amendment deleted "approvm
by the commi*»ion" following career
education program" and aub*ututed the
language beginning "approved by the
cummiMton” for "accredited by the
accreditation association for the region in
which the college or ui.iverally u located"
in subaettion 'hi. »uh»tituted”intere*1"fi>r
‘non-interest" in nubwction <* added the
language I*ginning "howveer, a Undent
ihall be entitled" lo thi end of »u*i«rr'ion
if, rewmie subsection ig». and in
subsection >3> aubatituted ‘paid on behalf
ci the borrower by the Mate’ for
"mnsldeted a grant." "borrower" for
rrante*." and three year*" for two
-ear*" in th* first sentence »uh*tituted
paid by the dale" for "regarded a* a

55 3 - 8 ch 87 SLA 1979)

grant” and "Intrt *t for up lo a total of 40
per cent" for "accrued interest" in the
introductory language of the second
sentence. and substituted "an additional
10 per rent" for "20 per cent" in paragraph
«2* for "30 per cent" in paragraph (3> and
for "40 per cent" In paragraph (4 The
Amendment al*o rewrote tubiection iki
and added subsections t/i, mu, and mi

A* the red of the fection wa* not
jifTerted by the amendment*, it t* not *et
out

Editor'™ note. — Section H ch 99. SLA
1977 provide* "The change in the
repayment period of ttudent loan* *et nut
in AS W 40 7ti3>g> «» amended by sec 3 of
thi* Act and the additional base* for
granting < deferment of repayment uf a
student loan act out iri AS 14 40 "A3>ki a*
enacted by *ec 4 of thi* Act »hall. upun
request of the lean recipient, lie uppiied
retroactively to 'he outstanding balance of
principal of and accrued interest on loan*
made under AS 14 40 7S1 — 14 4*MUI a*
they read before the effective date of thi*
Act"

See. 14.40.767. Selection criteria, mi The selection committee

khull grant loans based on total

point accumulations under this

subsection with priority going to those applicants with the highest
point accumulations, except as provided in Ib) of this section for hum
applications completed before Slay 15 of each year. Points shall be
awarded to applicants based upon stHrnt status and continuous
Alaskan residency, according to the following schedule:

til student status



814.40.776 Alaska Statutes Supplement § 14.40.801

(A) continuing undergraduate and graduate students with existing
Alaska scholarship loans ... ..o iiiiiiinie i 4 points

(B) continuing undergraduate and graduate students without

existing Alaska scholarship loans ... ... ... ... ...... 3 points
(O freshmen ... i it 2 points
(D) new graduate students without existing Alaska scholarship
loaNnS . i 1 point
(2) continuous Alaskan residency:
(G)) students with continuous Alaskan residency of 10 years or
more 3 points
IB) students with continuous Alaskan residency of at least 5 years
and less than 10 years. ... ..o iioiiii et 2 points
(C©) students with continuous Alaskan residency of more than
years and lessthan 5 years ... ... ... iioiiiiiioo.. 1 point
(3) students attending Alaska colleges or universities ... 1 point

(®) Inawarding loans the selection committee shall award loans to
applicants based upon the earliest date of completed applications if

(1) the applicant has accumulated at least 5 points under (@) of this
section: and

(@ the applicant has Tiled a completed application not later than

May 15 oftheyear forwhich the loan isrequested. <$¢ 1ch98SLA 1971;
am* 2 ch 87 SLA 1979)

Effect of amendment. — The 1979 undergraduate etuc™nt* attending
amendment rewrote thi* erction college* and univertllie* in Alaaka I*

Editor'* note. — Section l.ch 87. SLA
1978 provide* "The Irgttlaturr
determine* that

"e|t there are no incentive* Ir. the
elodent loan program for rc*>dent* of
Ala*ka to attend college* and univer»ttie*
in Alatka a* compared with college* and
univer*itie» uutmde Ala*ka.

"<2' the rerult a tl « lack of incentive*
i* that 4 9 per cent of all undergraduate
Mudcnt loan* and 92 9 per cent of graduate
tudi-ni loan* go to »tudent* attending
college* and umvemtie* uuUidr Alatka

1 the amount of the average loan to

Sec*. 14.40.770 — 14.40.706.

lower than the average of mmtlar loan* in
all hut one of the 10 we»tem *late* and the
amount of the average loan for graduate
*tudent™* i* the lowe»t In Ihe We»l.

'eSi the fund* apent on education in
Alukkan college* and unlv*r»itle» go
further than when the fund* are »pent out
of ttale. and

“V it w.'uld Iw an aid to the Ala«kar.
economy if the fund* m the *tudent loan
program wrie *pent for education in
Ala»kan coliege* and univer*iti*e"

Repealed by 5 H>ch 94 SLA 1980

Editur'* note — The repealed lection*
dented from | 5.ch IM. SLA 1972. 1l 9

IS ch 136 SLA 1974.11 2—4 ch 136.

SLA 197S Il 1- 7.th 24S. SLA 1976

See. 14.40.801. Fiscal nnd businem* management practices.

Repealed by 7 ch 246 SLA 1976 and » 15ch 94 SLA 1980
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814.40.806 Education 814.40.806

Editor's note. — The repeal *d section  ch. 78. SLA 1974; It 16.17. ch. 136. SLA
derived from t 6. ch. 156. SLA 19"2; f 7. 1974

Sec. 14.40.806. Definitions. In AS 14.40.751 — 14.40.806

(D "career education" means a course oOr program ir.
vocational-technical training or education approved by the
commission;

(@ "full-time student” means an undergraduate or career education
student who isenrolled and is in regular attendance at classes for at
least 12 semester hours of credit or the equivalent during the semester
or a graduate student who isenrolled and is iNregular attendance at
classes for it least nin =semester hours of credit or the equivalent; any
combination ofsemester hours of credit, or the equivalent, aggregating
1o the requisite numb<r of semester hours and undertaken during a
semester at two or r.ore publ ¢ or private im.kitutions of higher
education operating unuer a consortium constitutes full-time student
statua;

(3 "part-time student” mean a student who isenrolled and is in
regular attendance at classes for at leas” three but less than the
semester hours of credit required for full-time student status under (2i
of this section during lhe semester;

(71 Repealed by 5 7 ch 246 SLA 1976.

(8 "federally insured" means a loan covered bv the provisions of the
Guaranteed Student Lean Program of Title IV, Part B, of the Higher
Education Act of 1965 iP.L. S9-329>, as amended
iam 57 ch 246 SLA 1976; am 55 5— 7ch99 SLA 1977: am 89 ch 87
SLA 19791

Effect of amendment*. paragraph <2l inserted "or ihr equivalent
The 1976 amendment repealed pitirding during the »emetier" in
paragraph 71 «hich defined  paragraph I3». and *uh»tltuted “the

~con*ortium" *emc*ter hour* of credit required for
Ilhr 1977 amendment iub*tituted full-time 'tudent »tatu* under >2' of thi*
inmiMion” for 'Department of *rctlon® for "12 >emr>t*i hour* of credit"

Education' in paragraph | aubitituted in paragraph 3>

‘an undergraduate or career education The 1979 amendment added paragraph

etudrnl" for “a tludrr.f j'kl the language

beginning "or a graduate »iudent who i» A* the re»t of the section «u not

enrolled” and ending *requisite number nf  affected by the amendment*, it I* not Mt
»*mexirr hour* and" for any romlunation  nut
of 12 nr more M-meMrr hourc of credit* in

Article 11. Alaska Commission on Posfsecondttry Education.

Section

9cv Function* nf the rommlwian
917 Lrgpl rountel
919 Con*ortin

85



ALASKA comMMiISSION ON POSTSECONDARY EDUCATION
POUCHF *TATE OFFICE BUILDING
JUNEAU,ALASKA 99811
| 1907) 465-2854

MEMORANDUM

T0: Members of Senate Health, Education and Social Services
Committee

eSenator Charles Parr, Chairman
Senator Terry Stimson, Vice Chairman
Senator Vic Fischer

Senator Tim Kelly

Senator Mike Colletta

FROM: Kerry D. Ron* sburg, F rector
AlasKa Commission on iry Education
DATE: February 11, 1901

A number of questions were raised during the recent Senate HESS hearing
on .SB 120, dealing with the student loan program. I believe I am
addressing all of the questions with this memorandum and accompanying
information sheets. In presenting these responses, | shall try to refer
to them in reference to the question asked.

1. How many individuals are in the repayment cycle of student loans?
What is the default rate of individuals, as opposed to dollar amount?

Response. Item 6 on page 2 of the enclosed revi ed "Fact Sheet"
lists the total number of individuals who are in repayment,
including those current in payments, past due, and in default
(120t days). The default rate on an individual basis, for
January, is lu.8%.

2. What 1is the average length of residercy of our student loan borrowers?

Response. 1 have added another Item to the "Fart Sheet.” Under
Item 11(a), | have included 4ata on residency. Two aspects of
these data are interesting. One, 30% of the borrowers are

lifelong Alaska residents, and two, the percentage of short-
restdency borrowers Increases dramatically ill* junior, senior,
anu graduate years.

3. What 1is tho age pattern cf our student loan borrowers?

Response Age data are now included in Item 11(b) of the revised
"Fact Sheet."



0fficial Business

Alaska ™~ lale ~legislature

Scné&fc
Charlie Parr, Chairman #
Terry Stimson, Vice-Chairman Comimfiee OH

Vic Fiecher

Hailth , GLOG. . Soill Svies

MEMCRANDUM

TO Senate HESS Committee Members
FROM Rocky

RE: Student Loan Program

Here is acheck list ofpolicy decisions the Committee may need to
regarding the StudentLoanProgram:

1)

2)

3)

4)

5)

6)

Eligibility

a. residency

b. full-time attendance
Cc. part-time attendance

Loan ftnount

a. undergraduates 3,000 (now)
3.500

b. graduates 5,000 (now)
6,000

7,000
8.500

Maximum Anount of Loans
a. 6 years '‘fnowT"
b. 8 years

Loan Forg veness

T . Alaskan residency after graduation (now)
b. grade point average

c. In-state school attendance

Loan Repayment
a. g*fauated payment schedule
b. percentage of income

Bankruifey

make

Rudv

State Capitol
Juneau, Alaska 99811

465-4908



For an Act entitle!: "An Act creating the Alasxa State Scholarship
Program, and providing For an effective date.” *

Section 1. PURPOSE. The Legislature finds and declares that the

provision of higher education for all residents of Alaska who desire such
education and are properly qualified therefore is important to the welfare
and security of this State and Nation. Many highly qualified high school
graduates are deterred by financi i! considerations from completing their
education in Alaska and represent . potential irreparable loss to the

State. A strong investment has been made to assure that quality education

is available for Alaskans, but the i ,-reasing costs of obtaining this education,
along with the increasing competitiveness of schools from outside the State
to recruit the most highly qualified of AlasLa"s high school graduates, makes
it imperative that a system of State scholarships be established.

Section 2. ADMINISTRATION. The Alaska State Scholarship Program shall
be administered by the Alaska Commission on Postsccondary Education. The
commission, 1in accordance with this chapter, shall prepare and supervise
the issuance of public information concerning this program; prescribe the
form and regulate the submission of applications for scholarships; conduct
anv conferences and interviews with applicants which may be appropriate;
determine the eligibility of applicants; provide for and conduct, or
cause to be conducted, all examinations of applicants; select the best
qualified applicants, award the appropriate scholarships; and determine
eligibility for, a id award annual renewals of, scholarships. The
commission may promulgate such regulations, not inconsistent with this
chapter, as m.ij be necessary to admin.ster this program.

Section 3. ELIGIBILITY. An applicant is eligible toapply for a
scholarship if tho applicant is:
(1) at least a two-year resident of Alaska;
(2) is either
(A) eligible to bo admitted to an eligible Alaska
postsccondary education institution within one year of
application date; or
(B) enrolled as a tull-time undergraduate student in an
eligible Alaska post3econdary education institution.

Sect*on AWARD AMOUNT. Each scholarship award s. .1 bo in the amount
of 54,000 annually, 1lor a maximum of four undergrade e years.

So* tion ?». USE OP AWARD. Ascholarship may be uuod:

(1) at a degree granting institution of postsccondary education
within tho state which 1is approved by the commission for this
purpose; and
(?) for educational expenses, including:

(a) tuition and fees

(b) room and board,

(c) transportation,

(d) books, and

(e) personal expanses.



Section 6. RENEWAL. A scholarship recipient shall have the
scholarship renewed annually, for up to three times, provided that the
recipient:
(1) maintain full-time student status at an eligible institution;
and
(2) maintain a grade-point-average equivalent to 3.25.

Section 7. SELECTION CRITERIA.* The commission shall annually determine
eligible candidates and make awards to the most qualified of these
candidates, based upon the following criteria:

(1) acceptance for admission in a regular undergraduate program

at an eligible institution;

(2) score on the competitive examination; SAT"

(3) potential scholastic success, based upon previous grade-

point-average; and

(9) wide geographic distribtion of awards throughout the State.

Section ». NUMBER OF SCHOLARSHIPS. The State shall annually provide for
scholarships in a number equal to:
(1) one for each high school with at least twenty graduates per
year;
(2) one, additional, for each high school with over one hundred
graduates per year; and
(3) one for each eligible scholarship renewal.

Section 9. OTHER SCHOLARSHIPS AND AWARDS. A scholai :hip recipient under
this program may not receive an Alaska Private/Public cooperative
cholarship for the same academic year as covered by this program.

Section 10. DEFINITIONS.
(1) "commission" means the Alaska Commission on Postsec”ndary
Education;
(2) resident" means a person who, except for brief intervals,
military service, attendance at an educational or training
institution, or for absences for goo"i cause she 1|, has resided in
Alaska and who has maintained his Jlomicilc in A <»ska, domicile is the
true and permanent home of a perron from which he has no present
intention of moving and to which he intends to return whenever he is
away;
(3) "undergraduate" means a tudent who has not completed a
baccalaureate, graduate, or professional degree.
(0 “"full-time student™ moans a student enrolled and in regular
attendance at classes for at least 1? semester hours of credit or
the equivalent during tho semester or *urm.



S

JAY S HAMMOND,GOVERNOR

ALASKA COMMISSION ON POSTSECONDARY EDUCATION
POUCH F mCTATE OFFICE BUILDING
JUNEAU, m1, SKA 99811
(907) 465 2854

MEMORANDUM

TO: Representative Don Clocksin
Chairman, House HESS Committee

FROM: Kerry D. Romesburg, Director
Alaska Commission on dary Education
DATE: February 2+, 1981

At the last hearing on bills relating to the student loan program,

you requested written positions of the Postsecondary Commission on two
suggested changes to the program. A subcommittee of the Commision met
Saturday, February 21, 1981, and the following are the responses on
behalf of the Commission.

Loan Cancellation (Forgiveness)

Tho provision of partial cancellation of student loans for living and
working in Alaska in one of tho mj3t attractive features of the student
loan program. It addresses and achieves two concerns which the Legislature
has historically recogui&vd. After a student completes 3ti<iy, a year of
delermont (a grace year) in given. This allows the borrower to find
employment and to get established, at least initially. Then if the
borrower resides and works in Alaska, a 101 per year cancellation of
indebtedness is awarded for each year, up to four years. Hence, the
borrower may have as much as of the loan cancelled.

Through the provision of this economic benefit and incentive, the
Legislature is encouraging our educated residents to remain in Alaska

and utilise their educational skills within the State. At the same time,
the Legislature is giving formal recognition to tho burden of tho cost ot
education and providing relief for up to 90% from part of that burden. The
Commission agrees with thin partnership between student and Stat* and
strongly encourages its continuation.

The Commission recommends that the partnership be onhtnced to a 50-SO
arrangement by adding a fifth year of 101 cancellation. It in opposed
to suggestions exceeding a SO0-50 partnership

Cancellation tor In-State Attendance

iTr* Commission recognizes that the Alaska Student Loan Program in the best
Student loan program in the Nation. Tho program is, and should remain, a
neutral program. Through tho provision of low-inlerest student loans,
Alaskans are provided with a free choice of postsecondary attendance.

The program neither encourages persons to attend particular types ol
institutions, nor does it encourage persons to attend institutions in

a particular geographic location. Specifically, th program dies not
encourage attendance either In-state or out-of-state.



Representative Don Clocksin
February 2+, 1981
Page 2

Utilizing the loan program as a means for influencing +he educational
choice of a student is inappropriate. The Commission is opposed to
providing additional cancellation benefits for in-state attendant. It
feels there are better methods for making in-state attendance more

attractive to students and strongly discourages the use of the loan
program to achieve this purpose.

cc: Members, House HESS Committee
Members, Senate HESS Committee

%



Section 14.40.806. (7) ‘"resident" means a person domiciled in Alaska
who has resided inAlaska for at least two years before an application
for a [GRANT OR] loan is made under sections 751-806 of this chapter;
(6) "resided in Alaska" means being physically
present in \laska for an indepen jnt student, and means parental or
guardian physical presence for a dependent student.
(2) "dependent" means a person who does not qualify
as an independent.
(4) "indepc .dent" means a person who has not:
(@ lived vri’ * his/her parents for more than
six weeks in the prior calendar year,
(b) been claimed on his/her parents Fede-al
tax return in the prior calendar year, or
(c) received more than $1,000 worth of support
from his/her parents in the prior calendar year.



Sec. 14.40.763 (jJ) is amended to read:

A portion of a loan shall be paid on behalf of the borrower by
the state if, upon completion of the course of study for which the
loan was granted, the borrower spends at least ITHREE] two years
employed in the state. The portion of the loan which shall be paid
by the state shall be in ttie form o£ annual payment refunds and shall
be the following percentages of the total loan received plus interest
for up to [40] 50 percent:

(1) two - three years residr cy, 10 percent;

(2) three - four years residency, an additional 10 percent;
(3) four - five years residency, an additional 10 percent;

(4) five - six years residency, an additional 10 percent;

(5) over [FIVE] six years residency, an additional 10 percent.
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Original sponsors: gwnggcl)]r%e\e’xvns lDa‘ﬁl?vrvtc}r Aa,

1IN THE SENATE %CW%WWT@D

: (S FCR SENATE BILL NO. 120 (HESS)

; IN THE LEGISLATURE OF THE STATE 0% ALAKA

' TWELFTH LEGISLATURE - FIRST SESSION

; A 3ILL

; For 1. "A Act amending the undergraduate and graduate schol-
7 arship loan program; and providing for an effective
: date."

g BF |

y Sec. 14.40.759. UNDERGRADUATE LOANS. The committee may make a
" loan, not to exceed $5,001 ($3,000) in any one school year, to an
" undergraduate student eligible inder AS 14.40.765.

W *Sec. 2. AS 14.40.761 is amended to read:

s Sec. 14.40.761. CGRADUATE LOANS. The committee may moke a loan,
] not to exceed $7,000 [$5,000] in any one school year, to a graduate
; student who is eligible under AS 14.40.765 and is pursuing an advanced
. degree.

. T Sec. 3. AS 14.40.763(d) ts amended to read:

. (d) Scholarship loans may not be made to a student for more tha
N eight (SIX) years.

, - Sec. 4. AS14.40.763()) is repealed and reenacted co read:

s (J)  Aportion of a loan s'.all be paid on behalf of the borrower
y by the state if, upon completion of the course of study for which tho
loan was granted, the borrower Is employed for at least twoyears in
the state.  The portion of the loanwhich shall be paid by the state

75

*

70

- / shall bethe following  percentages of the total loan received plus
wInterest for up to a total of 30 percent of the total loan:

22. () two - three years residence In Luc state, 10pcrcontt

e 1- (SSB 120(HESS)
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1 (2) three - four years residence in the state, an additional
2 10 percent;
; (3) four - five years residence in the state, an additional
4 percent;
5 (4) five - six years residence in the state, an additional
6 10 percent;
7 (5) over six years residence in the state, an additional 10
8 percent.
., *Sec. b AS 14.40.765 is repealed and reenacted to read:
D Sec. 14.40.765. ELIGIBILITY CF STUDENTS. () Aperson  mayapply
1 for and obtain a scholarship loanif the person
D (D) is a resident of the state at the timg/4S7ippiyfeY fifor a
scholarship loan;
(2) meets the requirements of (b) of this section; and
s 3 s
(A) enrolled as a full-time studentin a career maoca-
tion orassociate or baccalaureate or graduate degree program; or
(B) a graduate of a high school, or scheduled for
graduation from a high school within six months, with sufficient

17

18

19

o\ credits to be admitted to . career education program or to an
11 accredited college or university.
) () In addition to the requirements of (a) of this section, to

obtain a scholarship loan a person must have heen a resident of the

state for at least two "ears at the tInj* " pplies for the loan. For
purposes of this subsection, a person qualifies asa resident of the

state if at the tIm**tpplles for the loan

- J|>)/O h as been present IN the state for at least two years
s unlesu/hls*absence from the state during any part of the two years was
) due t{ mllltairy service; or

23
24
25

26

-2- CSSB 120(11KSS)
LA-L 20A
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i

(2)/ 1, is a person who Is -.pendent on a parent or guardian
to ¢ Nisycare®-dod the parent or guardian has been present in the state
foV-<r least two years.

41  Sec. 6. The reenactment of AS 14.40.763()) in sec. 4 of this Act applies
s {0 any student who has obtained a scholarship loan under AS 14.40.751 -

s 14.40

. *dec. 7. This Act takes effect July 1, 1981

8

9
10
1
12
13
14
15
16
17
18
19
20
21
22
23
74
25

26
27

78

28L

LA-L 20A

-3- CSSB 120(HESS)



Draft letter of intent for CS SB 120 - Student Loans

The HESS Committee formally recognizes the value of education and
educated citizeary for the State of Alas ta and endorses the continued
investment in the futures of the people of the State through the
provision of State student loans.

Under the amendments to the loan program, which CSSB 120 proposes,
the State is entering into an equal partnership with the students in
pursuing postsecondary education and training. The program provides
low interest loans to students and Increases maximum borrowing levels
and carries an increased incentive for the student to utilize an
education by training within the State.

It is the intention of the Committeee that this increased spending in

the form of grants for up to fifty percent of the total borrowed be
provided to the students in a more timely fashion.

Under current administrative practice, the borrower may not realize

the grant benefits for having made loan payments for as long as six
years. For the incentive to be truly effective, these benefits

must be realized as they are earned. Therefore, through this letter

the Commitle issues Its intentions that grant benefits be provided to
the borrower in che form of annual refunds as eligibility is established

rather than crediting the grants at the end of the repayment cycle as Is
currently the practice.

Under this refund policy, the borrower will continue to make timely
repayments =Uk» of the loan but after remaining and =irking in the State the
required period of time, refunds in incremental amounts equal to ten

percent of the total loan will be annually provided to the borrower.

The amendments Included in CSSB 120 and the new method of administratively

handling the grant provisions, the Comlttee strongly endorses legislative
support for Alaska®"s ntudent loan program.
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Alaska Student Loan Program

Pact Sheet

Total Leans 10/1-72 through 1979-f0:

Undergraduate 16,359 $ 30.9 million
Graduate 2,210 7.9 million
Total 16,569 $ 37.8 million
loC LfIC,
Current Year
(1980-81, as of 1/19/81): 5,880lcans $ 16.0 million

P<i .nt Loans rn-State/Ouf-of-State (1979-80):

Tn-State Qut-of-State
Und rgraduate 36.1 293.5; 539 256.5;
Graduate 123 (190 977 (810
Loin Collections (per month average):
1979-15 19673
1975-16 38,79
19/6-71 95,122
1977-18 0321
1978-19 116970
197990 133620
199081 (.st.J 170,000
I/Oin Cancellations (per month iver.-g**)!
) M948581979.75 D
1975-76 3,636
1976-71 5390
- 7%9?
%g,g

1980-81 (cr.t. ) 96,000



6. last Due and Default Loars

October Novettner December January
Past Cue No. Amount No. Amount No. Amount No. Amount
31-60 diys 989 1,171,102 *478 1,032,186 397 1,179,*413 508 1,053,685
61-90 20%4 *4bl ,853 268 6*49,596 288 585,991 295 585,775
91-120 180 605,039 178 J89,083 188 963,252 193 385,669
120+ 878 1,981,08U 909 2,038,126 95*4 2,096,983 927 2,159,220
TOTAL 1,756 ** 109,078 1,833 *4,108,991 1,977 4,320,639 1,923 9,179,399

Default Rate 11 2. 11.21 11.31 11.31

7. Current Year (as of 1/19/81)

In-State Qut-of-State Total
freshman 869  (96.0) 1,019 (59.0) 1,876
Sophomore 512 (91.1 739 (58.9) 1,296
Junior 399 (91.0) 575  (69.0) 979
Senior 327  (96.0) 389 (59.0) 741
Vocat ioml 173 (90.9) 250 (59.1) *4/3
Dub-Total 2,27b  (93.5) 2,957  (56.5) 5,23/
Graduate 123 (19.0) 625 (81.0) %
TOTAL 2,398 (90. M 3,98? (58.2) 5,880
falsing Loan Limit:;
IJndergr iduati— 3,500 $*t,500 $6,000
Grndun*ll $6,000 ,500 $7,000

1981-6? Cost $1,575,70~ ,3,619,G00 $9,091,709
Tek/IVI»44t/
9. Other Issuer.

a. Addinr. a section which btatuu that it a j»*.on allows th" lour,
to becotm default (120t days pant <«e), all cancellation benetitt
aro frtt'fi’iti'd,

S. Providing additional cancellation tor In-state attcndar.c. tor
"xatoplc, an additional M per year oj aft"'nd mee, for up to a
max tnun ot W"...

c. Irovidinp. additional cancellation for maintaining i *B" gra *«
average tor undergraduates, for matnile, an additional 5. upi
gra Juat ion.

d. lioviding grant |>i"ovit.ions tot* Alaskan borrowers age 60 and over.



10.

Sample Costs:

ae

1

Single Student College-Approved Budgets

University ol Alaska, Anchorage
University of Alaska, Fairbanks
University of Washington
Gonzaga University

Western Washington University
University of Oregon

University of Colorado

Stanford University

Undergraduate

$

Tuition and/or Required Fee.; (1980-81)

Universiry ol Alaska, Fairbanks
University of Arizona*

University of olo o
University of Hawail
Univw*rsity OoF Idaho*
University of QOregon*

it ivet'si ly of Washington*

re- ldent

Undergraduate

$

(1980-81)

5,922
3,814
5,654
7,010
6,280
6,940
8,150
9,800

562
2,500
3,584

480
1,990
3,431
2,394

Graduate
$8,500
5,684
7,12C
7,340
7,890
8,12u
9,540
11,250

Graduate
0 797
2,500
3,752
582
2,000
2,133
2,736



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

REQUEST

Bill/Resolution Nc. SB 120

Title Amending Scholarship Loan Program

Requested by Senate Hess Dite. 1/30/81

FISCAL DETAIL

Agency Affected Education
Program Category Affected ronmir.sion on Pistsecond jiv Education
BRU. Program, or Subprogram(s) Affected, Student Loon Program

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

Fv 81 FY 32 FY 83 FYy 04 FY 85 .FY 3C

Q0 PERSONAL SERVICES
nn TRAVEL
m CONTRACTUAL
.00 COMMODITIES
5c0 EQUIPMENT
60Q0Q LAND £ STRUCTURES
no GRANTS. CLAIMS. ETC. N.A- u.oul.7 5.010.5 5.814.1 f..051.0

TOTAL N.A. t4,041.7 5.C10.5 5,914.1 6,953.0 §,755.3

FUNDING iThousands of Dollars)

CENTRAL FUND *LA 4.041.7 5.0L0.5 5.rt!14.i 6.T-3 0 1 a.i4",r-.3

FEDERAL FI \D>
OTHER <3»ee fv r ,nd Source!

POSITIONS
FULL TIMF. -0- -0- -0- -0_ -0-
IV.RT I[IMI
TEMPORARY
111, ANALYSIS 'See Fiscal Note Preparation Instructions, Section IlII)
rfrinl nf raising limitn is faced upon th? following assumption*:
1. nix of 11* graduate, 896 undergraduate will cortinue
2. rijrre"it borrowing pattern will continue with slight increase upward, 1l.e.,
P*_dergraduato: 27.Si 550-91,950 Grviduntv: nr*.5" $50-5u, I,(»
?4.31 52,000-S?, 950 53.51 $5,000
41.21 53,000
J. ™ % harrowing the maximum, if maximuira ar* increased,
Ur.dergmduate: 501 55,000 Graduate: 551 57,000
uol 53,500-%$4,950 201 50,000-50,950
101 $1,000-53,450
IV. DATE Inn PREPARED BY - ?. vV Rr
AGENCY --- 'A_ _1
Or.ginaL Lept.atpe Finance PHONE i— !

'eC:

Budcet :r.J Vanaeemcnt
Pnn:e Sp:nscr (First Legislator Named)



n I Pl JAY S.HAMMOND, GOVERNOR
' )

m rn m

ALASKA coMMISSION ON POSTSECONDARY EDUCATION
POUCH F -STATE OFFICE BUILDING
JUNEAU.ALASKA 99811
19071 465-2854

The Alaska Commission on Postsecondary Education

The basic purpose of the Alaska Commission on Postsecondary Education

is to provioe for the coordinated efficient use ot Alaska®"s financial
resources in providing postsecondary educational services to the

citizens of the state. The Commission is charged with coordinating

the development of comprehensive plans for the systei..atic growth of
postsecondary education in Alaska, advising as to functions and purposes
of colleges and universities operating in the state, reviewing annual
budget requests from colleges and universities in the state, serving as
the consumei protection agency for the citizens of the state in obwaining
postsecondary education, and advising the Governor®s Office, the Legislature,
and other appropriate federal and state agencies and institutional boards
on postsecondur/ educ.ition issues and concerns in and lor Alaska.

Through a 13-member public board and a series of advisory councils, the
Commission serves as the impartial coordinating board for j Il Alaskan

postsecondary education. Specific programs and sei .?ces provided through
the Commission include:

1. authorization ot postsecondary education institu”ions to operate in
Alaska

2. serving as consumer complaint agency tor postseco idary education
services

3. serving as Alaska"s :tato upprovjl agency lor v*t<run®"s educational
benefits and program approval
administrat ion ol the federal Continuing Cd .cation ind Community
Service 1"rogrum (Title 1, HEA)

p. administration of the federal Guaranteed Student |<cai Program
ill- 1V, 1IEA)

G. administration of the federal Postnecondar®™ Lduca lon Planning

Grants Program (Titla XII, HEA)

administration of the Aluakj State Student Loan Program

tt. administration of the combined federal/statu State Education Incentive
Grant Program SEIG (Titlo 1V, HEA)

9. administrat ion of the State Memorial Scholarship Loan Pro(rama

10. serving as Alaska"s agency for coordinating activities in the
13-state Western Interstate Commission on Higher Education (WICHE)

11. administration of the WICHE Student Exchange Program forAlaska

12. administration of the W1CHP Tallows Program for Alaska

13. coordination of fedoral reporting for tho Higher Education General
Information Survey (UEGIS)

I*. serving as the State EEO agency for postsecondary education

IS5, administration of the federal Higher Education facilities Grant
Program (Title VII, HEA)

16. administration of Alaska®"s participation in tne Federal Education
Information Centoro, I.IC Program (Title 1V, HEA)

17. providing oversight and arbiter urvic«.R tar consortia agreooanto
between and among public and private lnotitutions.

~
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Senate Bill 120
Senator Charlie parr, Chairman ren. B, 1®

Senate HESS Comi ttee
Alaska State Legislature

Mr. Chairman,

The Alaska Statewide Student Association in concerned mith
tlie permittee action on SB120. The Student Trwi Toogr*m has neen
an area of concern for the statewide student association ror the
past four vears.

"yhe legislation hefore you, w N»liew,win have a positive
effect in keenin? the nooeram un to date iryterms of the dotlae
amounts and the period under which the loar. is extended. *™*
hilieve that for tiie loan to keen pace with the escalating costs
of education then the annual amounts must he increase”. ’fe«>e
increases will more reali.sticallv offset the costs o* tuition r<nm
many st>»dents who are participating in the program out or state,
hut more importantly, it will better provide the which arc
necessary to attend higher education institutions in the state o*
Alaska for those students who are married, those who a*v. returning
to education, and those who ace not nactVioatine in *esi<vnoe
carmu3 housing programs.

The extensicn of the period of eligibility, we helieve *s
must needed and more realistic. "he nirrmt period does not
take into consideration those students »Aio ace in undergraduate
work for more than Xwars in cases of the pursuit of dnhMe
majors or more than one decree, and vAto will pee” assistance in
graduate school. "he current nroown would Toeicallv arrord assistance
to a student who wnuld take a four war underrre kiate nrneram and
a twn vears graduate nrnmr. Manv grwkiate nrmvew are emr inneee
periods than two wars, and assistance is needed ror a tWee nr rcue
V*ar period.

Vk» wnuld also like to suggest, as we haw 1in the nast, iprentiws >~
added to the State loan “cogram vAiich would help Ween fniwcsitv
Graduates in Alaska after they obtain their degree. At the same time
we would like to promote academic excel lance, and as stirh we would like
to suggest /rsending BBI?n to include the rorgiwrens rl/r*nen and
academic 1incentives which are contained in "enresentatiw ~rhholdt"s
pre-filed House Bill **?.



JAY S. HAMMOND, Governor

ALASKA COMMISSION ON POSTSECONDARY EDUCATION 0w ¢ state orrice siiLs 1 2

JUNEAU. ALASKA 99811
DIVEStOO Of STVOfMT AVAHCIAL UO PHONT: <9071 46C2962

MEMORANDUM

TO: Senator Charles H. Harr
FROM: Billie Jean Hall
Loan Award Officer
Alaska Student Loan Program

DATE: January 22, 1981

The 1981-82 Alaska State Student Loan applications are now available
for distribution.

If you would like a supply of applications for your office, please
contact us by calling 465-2962.

OMIIN



Official Buaineas

Alaska j~tate legislature

Senate poun v

Charlie Parr, Chairman State Capitol
Terry Stimson. Vice-Chairman Committee Oil Juneau. Alaska 99811
Vic Fischer
Wike Colletts Healtfi , GduCliion & Sodil Services 465-4908
MEMORANDLM
TO Senate HESS Committee Menbers

FRCM Rocky

RE Student Loan Program

Here is a check list of policy decisions the Committee nmay need to meke
regarding the Student Loan Program:

1) Eligibility [« » W ¢S astute
a. residency - /)° ™ touldaras A
b. full-time attendance (“noUn
c. part-time attendance”}

2) UianAmount
a. undergraduates 3,000 (now)
,500
jA
‘A
b. graduates 5,000 (now) rlopox
C7,00Q)> N o7k
b p
3) Maeximum Amount of Loans
6 vears"(no'wr~
8 years
P
4) Loan Forgiveness ~0 b (pCCd)
al Alaskan' residency amgraduation (now)
b. grade point average ] .

c. In-state school attendance g
5) Loan Repayment

ai graduated payment schedule

b. percentage of income

Bankruifey
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Official Busisess

Alaska jitaie legislature

Sem is

Pouch v

Charlie Parr. Chairman . Sut€ Capitol
wvurfisch«’r*Mc Gtln“n Gommittse O Jreay Alka
Mika Colletta HEllifi . GducjJwn & Sodil Services 465-4908
MEMCRANDLM
TO. Sentte HESS Committee Members

FROM Rocky

RE Student Loan Program

Here is a check list of policy decisions the CcTmittee may need to make
regarding the Student Loan Program:

1) rilglbH1ty /
MfTresTdency — £>77%*, /
Ub7 full-time attendance
part-time attendance

{) Loan Arount
unde-graduates 3,M 1| (now)

3.560
IIb . graduates 5,000 (now)
|/S) ftaximur Amount of Loans
fears (now!
4) Loan Fc-giveness

t). Alesk-Presidency after greduatlen (now)
X grade point average
In-state school attendance

5) Loan Reoayrient -/ N .
a. graduated payment schedule 1 2 »
b. percentage of income =

Bankrupts Xrnm j& Himc




. 2, 1981

Februa:

Dear Mr. President:
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(lfélv S, Hammond

Sincerely,



MSG 81-00005874 PRTY 1 02/25/81 11:27:10 ORIG: LAOO IN= 0006 OuUT* 0022
FROM: ROBERTA TO: JUNO INFO
TARGET: LJH2 SUBJ: POM PAGE 0001

TO: SENATE HESS COMMITTEE- SENATORS PARR, STIMSON, COLLETTA, FISCHER, KEILY
FROM: BETH CROW, 7400 PETERSBURG DRIVE, *2, ANC. 99507, 344-8179

| SUPPORT THE FOLLOWING CHANGES IN THE STATE STUDENT LOAN PROGRAM:

ACADEMIC AND IN STATE SCHOOL INCENTIVES IN THE FORM OF ADDITIONAL
FORGIVENESS OF LINGER GRADUATED FORGIVENESS PERIOD AND AN INCREASE IN THE
AMOUNT OF THE LOAN TO $6000 A YEAR FOR UNDERGRADUATES AND $8500 "OR GRADS.
| FEEL THAT THIS IS A GOOD INVESTMENT IN ALASKA'S FUTURE.



March 11, 1981 ==
Charlie:

Here is the draft for a letter of
intent for B 120 - the student loan
bill. So far | have got the "okay"
from Fischer and Colletta on the
committee substitute. Maybe Kelly
or Stimson said something to you. (?)

Rocky



Draft letter of intent for CS B 120 - Student Loans

Under the amendments to the loan program, which CSSB 120 proposes,
the State is entering into an equal partnership with the students in
pursuing postsecondary education and training. The pgegeam peovftfyy
Lt.n .nforocr loins to 3rtA increases maximum borrowing levels
and carries an increased incentive for the student to utilize an
education by training within the State.

It is the intention of the Conmltteee that this increased spending in

the form of grants for up to fifty percent of the total borrowed be
provided to the students in a more timely fashion.

Under current administrative practice, the borrower may not realize

the grant benefits for having made loan payments for as long as six

years. For the incentive to be truly effective, these benefits jJ
must be realized as they are earned. Therefore, through this letter 1v/-J "
the Commltee l0sess 1fee Intrnfinns that grant benefits be provided to

the borrower in the form of annual refunds as eligibility Is established

rather than crediting the grants at the end of the repayment cycle as is
currently the practice.

Under this refund policy, the borrower will continue to make timely
repayments *JUe of the loan but after remaining and working In the State the
required period of time, refunds In Incremental amounts equal to ten
percent of the total loan will be annually provided to the borrower.



Senate
harI| Parr, C alrm )
eH HHSOH ICe- mrman Committee OH
MkC%OIIetta hetltfl, Gducaiion & Socul Services
MEVCRANDLM
TO: Senate HESS Conmlttee Members
FROM Rocky
RE Student Loan Program
Here 1s acheck list ofpolicy derisions the Coinnlttee may need to make
regarding the StudentLoanProgram:
1) Eligibility
a. residency
b. full-time attendance
c. part-time attendance
2) Loan Amount
a. undergraduates 3,000 (now)
3.500
b. graduates %% (now)
1
7,000
8.500
3) Maximum Amountof loans
a” 6 years (nowT
b. 8 years
4) Loan forglveness
aAlaskan residency after graduation (now)
b. grade print average
c. In-stue school attendance
5) Loan Repaynent

0

Official Buainesa

(Alaska jitate JHegislature

a. graduated payment schedule
b. percentage of Income

Bankrujjcy

Pouch V
State Capitol
Juneau, Alaska 99811

465-4907
465-4908
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WILSON L. COiJECU suojtct student Loan Bankruptcy
ATTORNEY GENERAL Procedures

By: Amy J. Stcphson
Assistant Attornoy General
Anchorage - AGO

You have asked several questions regarding the
collectability of student loan payments when tno debtor
files for bankruptcy. These questions arc (1) under what
circumstances arc student loan payments not dischargeable 1in
bankruptcy and what action need tlie Division of Student
Financial Aid take in this regard; (2) how does Cd filing
of a bankruptcy petition affect any lawsuit tho division may
file or plan to file against the debtor; and (3) how do
Chapter 13 cases come about and whnt 1is tho division®s role
with regard to plans of arrangement submitted by the debtor,
lie will answer these questions in turn.

(D) Generally, a straight bankruptcy action
(Chapter 7 of tho Bankruptcy Code) serves to discharge tho
debtor from his debts. Certain exceptions, however, to

discharge arc set out in 11 U.S.C. 5323. With regard to
student loans, 11 U.S.C. 523(a)(8) provides that a discharge
in a straight bankruptcy docs not dischargo .n individual
debtor from any debt

) fOf aa Bducational loan made, 1insured, or
uarantee y n governmental unit, or ﬁwdé under
any program funded in whole or in part by a

governmental unit or a nonprofit institution
of higher education, unloss-

(A) such loan first bocanc duo before five
_y»Am (exclusive of ony applicable suspension
of tho repayment period) boforo tho date of tho
filing of tho petition: or

*0

(U) excepting such dobt from dischnrne under
thin paragraph will impose an nnduo hardship on
tlie dobtor and tho dobtor®"s dependents.

Under this provision, studont loan debts to tho division aro
not dischargcablo if tho dnto tho first payment on tho loan
was duo in within 5 yoarn, oxclunlve oi repayment ounpennion
periods, of tho date the bankruptcy petition i1 filed. If



the first payment was due before 5 years before the date of
filing, exclusive of repayment suspension, tho loan dobt is
dischargeable.

In those cases where the due date meets the 5 year
requirement set forth above, the exception from discharge is
self-executing, i.e., v;e are not required to file a complaint
to determine tho nondischargcability of the debt. Thus, if
the Division"s proof of claim establishes that the first
loan payment was due within 5 yeara of the bankruptcy
petition date, the loan debt is automatically nondischargoablc
unless and until tho debtor comes forward and objects to the
nondischarge for some reason. Although tho "Discharge of
Debtor™ orders issued by tlie bankruptcy court may appear to
state that our student loan debts have been discharged, that
is not in fact what the order says or means. Rather, as you
can soo on tho attached copy of one of these orders, the
order only releases tho debtor from "dischargeable debts,"
not from any and all debts.

To apply tho above theory to practice, the proofs
of claim which you are submitting in bankruptcy cases should
set fort!) tho date on which the first loan paymentwas due
and owing and any suspensionof rcpaymunt period so as to
establish whether or not the 5 yoar requirement in mot. You
should also note tho maturity date of tho loan and of course
includa the amount owing and tho other loan information you

have Loon including. Upon receipt f tho "Discharge of
Debtor"™ order, you may then seek to collect the loan if the
5 year requirement *s met. If the 5 yoar requirement is not

met, that order acts to dischargo the student®"s dobt and you
might an well write tho loanoff unless tho dobtor voluntarily
agrees to pay it donnice thodischarge.

(2) With regard to lawsuits against borrowt?rs who
have filed in bankruptcy, the general rulo is that tho
division cannot commence or continue any legal prococdings
against tho borrower i/ho has filed in bankruptcy until tho
bankruptcy cauo 1is closed or dismissed or a dischargo is
granted or denied. 11 U.S.C. S3C2(c)(2). Thin in boeausn
an automatic "stay" 1is issued u|*on tho filing of a bankruntcy
petition which prohibits creditors in most circumstances
from commencing or continuing collection actions against the
dobtor until the bankruptcy case has been resolved. Thun if
tho borrower®"s debt 1is nondiscliarguablu as discussed above
and you have roceivod a "Dischargo of Oubtor" notice, or d

<>
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notice that the bankruptcy case ha3 been dismissed or
closed, you may at that time institute suit against the
debtor or continue with a suit that was filed before the
bankruptcy petition wan filed. You may not, however, do
anything before the discharge order is entered by the court
or the bankr* otcy case 1is dismissed or closed.

3) Chapter 13 of the new bankruptcy code
U.S.C. US1301-1330) basically sets out a scheme whereby
individuals with regular income set up a plan to pay all or
part of their debts from future earnings while under tho
protection of the bankruptcy court. Tho plan must comply
with a variety of requirements but for your purposes, the
significant thing is that you need not and indeed cannot
accept or reject the plan. Rather, it is the court that
decides whether or not a particular p:an will be accepted
and confirmed. 11 U.S.C. £1324. What the division can do,
however, 1is to object to a particular plan if it believes
that the plan does not comply with tho law. 11 U.S.C.
51324. Thus in chapter 13 cases, the division ohould receive
a copy of the plan and notico of the dato of tho confirmation
hearing and if it is not satisfied with the plan, it should
contact our office to see if a valid objection can bn made.

It should also bo noted that in Chapter 13 cases,
a student loan dobt can be discharged if tho debtor®s *>lan
rakes some provision lor payment of tho loan and tho debtor
completes payment under tho plan. 11 U.S.C. 51320(a)-
Under other circumstances, however, tho lo; n debt m\y bo
non-dischargcable. 11 U.S.C. £1320(b) and (c). 1In Chapter
13 cases, therefore, an individual determination will have
to be made os to whether tho student loan debt 1is dischargeable
or not and thus whether it in permissible) for tic division
to uuu the debtor in otnto court.

Cue other note concornii.g Chapter 13 cases: the
division should file a proof of claim as it dona 1in any
bankruptcy case, 1including in it tho Information conccrninj
date of first payment, maturity date and suspension period,
if anv. You may uno the bankruptcy court chapter 13 forma
or year own forma; if you u.c your own form, however, do not

make rcferonco to nondiochargnability under 11 U.F.C. 5523( ) (0)

since that provision is not necessarily applicable in chapter
13 caauo as was dincuonud above.

I hope that tills memorandum answers your questions
and that bankruptcy is a bit lens of a puzzle to you.
Plcasa do not hesitate to contact uo if you have any furthor
questions or problems.

AJR/jmo
lhicl <

(11
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PREFACE

The Annual Report of the Alaska Student Loan Program
for 1979-80 is hereby transmitted to the Governor and
the Legislature of the State of Alaska. The Student
Loan Program is administered by the Alaska Commission
on Postsecondary Education with advice and guidance of
the Student Financial Aid Advisory Committee. Member—
ship of this advisory committee for 1979-80 included:

Mrs. Mildred Banfield (Chairman, Juneau)
Mr. Ron Castle (Wrangell)

Mr. Walter Furnace (ex officio, Anchorage)
Ms. Ida Greiner (Fairbanks)

Mr. Darrell Moore (Sitka)

The Commission and staff wish to express their gratitude
for the work of this advisory committee.
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Introduction

The 1971 Alaska State Legislature established the Alaska
Student Loan Program to provide low cost educational loans
to Alaskan students enrolled in undergraduate, graduate, or
career degree programs. In the nine years of operation,
from 1971-72 through 1979-80, over 18,500 loans have been
awarded to Alaskans pursuing education at the postsecondary
level. These loans have a combined total over $37 million
in State financial assistance.

Educational loans of up to $3,000 and up to $5,000 per
year for undergraduate and graduate study, respectively,
are provided to eligible State residents. These need-based
loans offer the borrower a ten-year repayment period at an
annual interest rate of five percent. The loans may be
used for attendance at any accredited or approved college,
university, or vocational-technical program. An incentive,
in the form of up to forty percent cancellation, is offered
to those borrowers wi» work in Alaska after completion of
their programs of study and for those who study in Alaskan
institutions.



Program Summary

1979-80 was the ninth year ot operation for the Alaska

State Student Loan Program. The program has now provided
Alaskans 18,569 loans, totalling $37,747,547. Of these loans,
64.5% have been loans for postsecondary attendance out-of-state,
and 35.5% have been for attendance in Alaska.

Undergraduate loans still dominate the loan volume, with

only 11.9% of the student loans going for graduate study

over the past nine years. Freshmen continue to be the largest
group of borrowers, representing 28.4% of the loan recipients
for 1979-80.

Ailaskans use these loans for study throughout the United
States, and in a few cases, in foreign countries. In
1979-80, students used state loans for attendance in every
state except Delaware and West Virginia. The most fiaquent
choice remains to be Alaska by nearly a three-to-one margin
ovor any other state.

Loan Award .amounts

The average loan award continues to rise as the cost of
postsecondary attendance increases. The over-all average

loan n 1979-80 was $2,393, a 4% increase over the $2,296
averago award for 1978-79, and a 61.4% increase over tho
$1,483 average for 1971-72. This trend is graphically
presented In Figure 1 for in-otate, out-of-stato and total
loans of the program. All loans, whether in-stato or

out, have continued to rise in 1960-81. This is iIn part

a reflection of the increased loan maximum for undergraduates,
which in 1978-79 changed from $2,500 to $3,000.

Table 1 contains average loan amounts by student level for
1979-80. Since this is tho first year for these ’int* of data

no historical comparisons are available, however, 1t (s

readily seen that loan amounts are smaller for in-state

than for out-of-state attendance in all cases oxcept

vocational. There is a large degree of consistenc among
undergraduate loans in-state for all four undergraduate
collegiate levels (around $1,900) and again for all out-of-otate
undergraduate collegiate levels (around $2,300).
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(Year)

FIGURE 1

MEAN LOAN AMOUNT FOR ALL LOANS
IN-STATE, OUT-OF-STATE, ANI) COMBINED



TABLE 1

MEAN LOAN AMOUNT PER RECIPIENT BY
IN-STATE/OUT-OF-ST .TE AND STUDENT IEVEL

1979-80

STUDENT LEVEL IN ALASKA  OUT-OF-STATE  TOTAL
Freshman $1,879 $2,298 $2,143
Sophomore 1,913 2,388 2,222
Junior 2,027 T 341 2,227
Senior 1,905 2,375 2,192
Vocational 2,766 2,480 2,571
Undergraduate 1,983 2,356 2,222
Graduate 2,906 3,750 3,646
TOTAL $2,024 $2,576 $251393

Ur ~rgraduate Loans

The number of undergraduate students securing loans under
the state program has increased greatly over the pa»t nine
years. In 1971-72, 990 undergraduates received assistance,
while in 1979-80, the number has grown to 3,448 (nearly a
250% increase). Of these 3,448 loan recipients, 63.9%

used their loans for attendance out-of-state, and 36.1%
used their loans within Alaska. The states most frequently
chosen by -undergraduates in 1979-80 are presented below 1in

Table 2.
TABLE 2
EN TOP STATES OF ATTENDANCE
FOR ALASKANS WITH
UNDERGRADUATE LOANS
NUMBER AVERAGE IT*'%

STATE 1977-78  1978-79 mm t-mm ;l9*i—79 1979-80
Alaska 713 S61 1,245 $1,699 $1,933 $1,983
Washington 322 352 479 1,982 2,226 2,3%
Oregon 220 285 372 2,021 2,297 2,360
California 136 192 191 2,000 2,271 2,517
Colorado 91 144 157 2,092 2,501 2,549
Arisona 49 61 104 1,859 2,163 2,261
Idaho 55 62 A 1,824 2,172 2,217
Hawai i 42 58 89 1,308 1,950 1,888
Utah 42 49 53 1,756 1,911 2,001
Montana 36 41 51 1,943 2,285 2,536
Remaining U.S. 279 347 613 N.A. N.A. N.A.

TOTAL msm ibhuhmum
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The consistency of student choice over the past Csw years
Is quite high. Alaska remains the most frequent choice for
undergraduate attendance this year, as it has in the past.
In fact, the number of undergraduates electing attendance
Iin-state increased by 44.6% this year over last.

The average loan amount increased in almost every case, with
the most pronounced increase in loans for attendance in
Montana and California. Hawali continues to be the state for
which undergraduate loan amounts are the lowest ($1,888).

The percent of undergraduates using their loans for attendance

in Alaska increased this year. In fact, as can be seen in

Figure 2, the 1979-80 rate of 36.1% iIs the highest rate
since 1974-75.

(Yoar)

FIGURE 2

PERCENT Or UNDERGRADUATE LOANS
USED IN Al.ASKA



The wide geographic distribution of Alaskans pursuing
undergraduate education is shown most vividly in Figure 3,
with Alaskan undergraduates attending institutions in every
state except Delaware and West Virginia. The predominance
of the West and the Northwest is quite evident; with only
"laska, Washington, Oregon, California, Colorado, and Arizona
receiving over 1% Alaskan undergraduates on state loans.
Of the thirteen western states comprising the W1CHF Compact
(Western Interstate Commission for Higher Education), only
Wyoming, I%ew Mexico, and Nevada receive fewer than 21
Alaskan undergraduates on state loans. In fact, the WICHE
states account for 82.9% of these loan recipients.

Under the state loan program, Alaskans may pursue their
educational goals in whatever setting seems moat appropriate
for then. The freedom ol choice which this provides is
quite evident by the wide geographic distribution of our
studonts.



21-100 Students

11-20 Students
6-10 Stud”ts

0-5 Students
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FIGURE 3

GEOGRAPHIC DISTRIBUTION OF AIASKAHS UTILIZING
STATE LOANS FOR UNDERGRADUATE EDUCATION IN 1979-80
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Graduate Loans

The number of Alaskans receiving loans for graduate study has increased
by over 500% since 1971-72, with 470 students receiving assistance in
1979-60. Of these 470, 87.7% used their loans for attendance outside

of Alaska, while 12.3% used them for attendance in-state. The percentage
of graduate loan recipients attending school in Alaska has increased

both last year and again for 1979-80, after decreasing steadily from
1971-72 through 1977-78. This apparent reversal iIn trend is presented

in Figure 4.

(Year)

FIGURE 4

PERCENT OT GRADUATE LOANS
USED IN ALASKA



The states most frequently chosen by graduate students from Alaska

In 1979-80 are presented in Table 3. Again, as with indorgraduates,
the students® preference is quite stable. The most dramatic increase
iIs certainly Alaska, with a 41.5% increase over last year.

The average loan award for 1979-80 increased in most cases from the
1978-79 average, with the largest increases for students attending
graduate institutions in Washington.

TABLS 3

TEH TOP STATES OF ATTENDANCE
FOR ALASKANS WITH
GRADUATE LOANS

-JUMBER AVERAGE LOAN
STATE 1977-70  1978-79  1979-80 1977-78  1978-79  1979-80

Washington 56 2 77 $3,743 $3,542 $3,847
California 42 /5 73 3,150 3,650 3,441
A* *ka 27 41 58 2,367 2,637 2,906
Oregon 34 42 49 3,125 3,287 3,526
Colorado 15 15 18 3,930 3,840 3,972
New York 7 8 13 2,214 4,375 3,701
lowa 4 6 10 4,063 4,083 4,330
Massachusetts 11 9 9 3,900 4,389 3,911
Arlsona 7 7 9 3,429 3,300 3,586
Hawai i 4 5 8 2,350 2,780 2,988
Roma®.ting U.S. 74 62 146 N.A. N.A. N.A.

TOTAL 280 343 470 $3,203 lit* }* ~_H 1646

Alaskans pursuing graduate educational goals are also disbursed quite
widely across the nationi with Alaskan graduate loan recipients attending
institutions in all but fourteen of the fifty states. The predominance
of the West, and particularly the Nest Cowst is readily apparent in
Figure 5.

Only Alaska, Washington, Oregon, and California receive more than 40
Alaskan graduate students on state loans. The thirteen states coag>rising
the WICHE caeipact account for 65.5% of all the graduate Alaskan loan
recipients for 1979-80.
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FIGURE 5

GEOGRAPHIC DISTRIBUTION Of aLaskans UTILIZING
8"ATE 1/JAVS 10R GRADUATE EDUCATION IN 1979-80
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Loan Repayments

The student loan program is based upon a revolving fund with the students®
loan repayments being re-utilized for future loans. Since 1971-72
(actually 1974-75, since that was the year payments were first received),
Alaskans have repaid over $6 million on their educational loans. The
volume of these revolving funds now contribute a significant portion of
the loan account, and as can be seen in Figure 6, these repayments

are rapidly increasing each year.

Also presented in Figure 6 is a representation of the cancellation
history of the student loan program. Studerts who work in Alaska

after completion of their course of study are eligible to have up to

40% of their loans cancelled. Beginning with the first such cancellation
in 1974-75, the total amount of loan funds (including interest) which

the State of Alaska has cancelled has reached nearly $1.3 million.

The amount cancelled has increased rapidly the past few years and then
essentially leveled this year, but this is expected to increase greatly
over the next tew years as larger numbers of students complete their
educational programs.



(Year)

FIGURE G

STIDE’rr LOAN COLLECTIONS
and CANCELLATIONS

Statistical Data

Following ara Tables 4-6 containing data on the Alaska student
Loan rrograu from 1971-72 through 1979-60. Informallen on

the number and amount of loans made annually to und irgraduate
and graduate students attending in-state and out-oi-st.ite are
presented in Tables 4-7. Table 8 contains kvmmtarie* rf the
average size loan awarded each year.



ALASKA STUDENT LOAN PROGRAM
(1971-72 through 1979-80)

TABLE 4
NINE-YEAR SUMMARY

(1971-72 through 1979-80)

STUDENTS ATTENDING IN-STATE STUDENTS ATTENDING OUT-OF-STATE TOTAL
Percent Percent Percent Percent

STUDENT Loan of of Loan of of Loan

” .EVEL Recipients Total Loan Amount Total Recipients Total Loan Amount Total Recipients Loan Amount
Under —
graduate 6,280 38.4  $10,273,835 33.8 10,079 62.2  $20,107,873 66.2 16,359 730,331,708
GrMuate 321 14.5 $854,682 11.6 1,889 85.5 $6,511,157 88.4 2,210 $7,365,839
TOTAL 6,601 35.5  $11,128,517 29.5 11,968 64.5 $26,619,030 70.5 18,569 $37,747,547



YEARLY SUMMARY
OF
UNDERGRADUATE STUDENT LOANS

STUDENTS ATTENDING IN-STATE STUDENTS ATTENDING OUT-OF-STATE TOTAL
Percent Percent Percent Percent

ACADEMIC Loan of of Loan of of Loan

YEAR Recipients Total Loan Amount Total Recipients Total Loan Amount Total  Recipients Loan Amount
1971-72 570 57.6 $680,351 50.1 420 42 .4 $660,536 49.5 990 $1,346,6d7
1972-73 761 48.7 965,274 421 801 51.3 1,326,975 57.9 1,562 2,292,249
1973-74 585 40.1 913,284 38.8 674 59.9 1,438,990 61.2 1,4c: 2,352,274
1974-75 528 41.5 764,872 36.4 745 58.5 1,336,279 63.6 1,273 2,101,151
1975-76 456 30.5 747,112 27.9 1,041 69.5 1,927,334 72.1 1,497 2,674,446
1976-77 561 33.1 858,139 28.6 1,132 66.9 2,143,458 71.4 1,693 3,001,597
1977-78 713 35.9 1, "11,203 32.7 1,272 64.1 2,496,063 67.3 1,985 3,707,266
1978-79 861 35.1 1,664,246 31.7 1,591 64.9 3,581,002 68.3 2,452 5,245,248
1979-80 1,245 36.1 2,469,354 32.2 2,203 63.9 5,191,236 67.8 3,448 7,660,590

TOTAL 6,280 38.4 $10,273,835 33.8 10,079 62.2 $20,10*. ,873 66.2 16,359  $30,301,708



TABLE 6

YEARLY SUMMARY
OP
GRADUATE STUDENT LOANS

STUDENT ATTENDING IN-STATE STUDENTS ATTENDING OUT-OF-STATE TOTAL
. Percent Percent Percent Percent
ACADEMIC Loan of of of Loan

of
YEAR Recipients Total Loan Amount Total Recipients Total Loan Amount Total Recipients Loan Amount

1971-72 3l A1 $74,613 29.1 60 . > $161,650 70.9 a $256,271
1972-72 40 25.0 113,990 19.7 130 2 464,145 60.3 166 570,135
1973-74 37 10.0 107,908 17.0 169 02.0 525,914 03.0 206 633,902
1974-75 31 16.0 06,266 15.4 153 03.2 472,390 4.6 164 556,656
1975-76 25 11.3 61,424 0.7 197 00.7 647,127 91.3 222 700,551
1976-77 23 10.1 69,033 0.2 205 09.9 779,077 91.6 226 046,910
1977-70 27 9.6 63,919 7.1 253 90.4 032,902 92.9 260 096,901
1970-79 41 12.0 100,130 9.: 302 00.0 1,063,024 90.0 343 1,171,154
1979-00 0 12.3 160,519 9.0. 412 07.7 1,544,640 90.2 470 1,713,359
TOTAL 321 14.5 $054,602 11.6 1,009 05.5 $6,511,157 00.4 2,230 17,365,039

-St-



ACADEMIC

YEAR

1971 72

1972-73

1973-74

1974-75

1975-76

1976-77

1977-78

1978-79

1979-80

TOTAL

STUDENTS ATTENDING IN-STATE

Loan

Recipients

601

809

622

559

481

584

740

902

1» 303

6,601

Total

Percent

of

55.6 $754,964

46.3 1,079,264

37.4 1,021,272

38.4 851,138
28.0 808,536
30.4 927,972

32.7 1,275,122

32.3 1,772,376

33.3 2,637,871

35.5 $11,128,517

Loan Amount

TABLE 7

YEARLY SUMMARY
OF

ALL STUDENT LOANS

STUDENTS ATTENDING OUT-OF-STATE

Percent
of Loan

Total Recipients
47.1 480
37.6 939
34.2 1,043
32.0 898
23.9 1,238
24.1 1,337
27.7 1,525
27.6 1,893
28.1 2,615
29.5 11.968

Percent

of
Total

44.4

53.7

62.6

61.6

72.0

69.6

67.3

67.7

66.7

64.5

$848,194

1,791,120

1,964,904

1,808,669

2,574,461

2,922,535

3,329,045

4,644,026

6,736,076

$26,619,010

Percent

of

Loan Amount Total

52.9

62.4

65.5

68.0

76.1

75.9

72.3

72.4

71.9

70.

Loan

TOTAL

Recipients Loan Amount

1,081

1,748

1,665

1,457

1.719

1,921

2,265

2,795

3,918

16,569

$1,603,158

2,870,384

2,986,176

2,659,807

3,382,997

3,050,507

4,604,167

6,416,402

9,373,949

537,747,547



ACADEMIC

YEAR

1971-72

1972-73

1973-74

1974-75

1975-76

1976-77

1977-78

19/6-79

1979-80

TOTAL

STUDENTS ATTENDING

Number of

Loan

Recipients

601

009

622

559

401

504

740

902

1« 303

6,601

IN-STATE/OUT-OF-STATE INSTITUTIONAL ATTENDANCE

MEAN LOAN AMOUNT PER RECIPIENT

TABLE 8

BY

STUDENTS ATTENDING OUT-OF-STATE

IN-STATE

Total Mean Loan Number
Amount per Loan
Loaned Recipient Recipi
$754,964 $1,256 400
1,079,264 1,334 939
1,021,272 1,642 1,043
051,130 1,523 098
000,536 1,601 1,238
927,972 1,509 1.337
1,275,122 1,723 1,525
1,772,376 1,965 1,093
2,637,073 2,024 2,615
<11,120,517 <1,606 11,968

of

ents

Total
Amount
Loaned

$848,194

1,791,120

1,964,904

1,800.669

2,574,461

2,922,535

3,329,045

4,644,026

6,736,076

<26,619,030

Mean Loan

per

Recipient

$1,767

1,907

1,604

2,014

2,080

2,106

2,183

2,453

2,576

$2,224

Number of

Loan

Recipients

1,001

1,748

1,665

1,457

1,719

1,921

2,265

2,795

3,910

10,569

TOTAL.

Total
Amount
Loaned

$1,603,158

2,870,384

2,966,176

2,659,007

3,302,997

3,850,507

4,604,167

6,416,402

9,373,949

<37,747,547

Kean Loan
per
Recipient

$1,403

1,642

1,793

1,826

1,968

2,004

2,033

2,296

2,393

<,033,!



11120 Glacier Highway
Juneau, Alaska 99801

Senate B. Us 88 and 120
February 25, 1981

Senator Parr, Chairman
Senate HESS Committee
Alaaka State Legislature

Mr, Chairman,

Representin% the United Students of the Univeraity of Alaska, Juneau,
| endorse the passage of House Bill;. 88 and 120, Many students are
unable to make ends meet, due to tha present cost of living, and thus
can only attend school on a part-time basis. The passage of a b ill
increasing thr lean amount will relieve a portion of this burden.

The passag of the above bills will create a hetter atmosphere for
those attaining higher education by providing adequate funds while
attending school and alleviatina financial burden, hrough added
forgiveness clauses, when one leaves school.

J thank you for your attention.



Unite/ Students of
m s University of Alaska,
Juneau

11120 Glacier Highway
Juneau, Alaska 99801

Senate Bills 88 & 120

Senator Charlie Parr, Chairman Feb, 24, 1981
Senate HESS Committee
Alaska State Legislature

Mr. Chairman,

The United Students ofthe University of Alaska at Juneau heartily support
passage of Senate Bill 88.

It is imperative that:

1) the Alaska Student Loan Program continue in order that all Alaskan nay
continue to enjoy the benefits of higher education, and that

2) the celling on State Loans be raised comcnsurate with current cost of
living standards, thus alleviating the strain that most full-time students
on financial aide experience in "making ends meet."

We further encourage amendment of SB 120 to Include such incentives as those

which currently exist. Alaska isa state rich in natural resources, but human
potential will always be the most valuable of these. The.current 402 max. for—
giveness Incentives encourage graduates to remain within the state thus converting
raw potential to usuable energy. Greater incentive measures can only promote
greater response. The student loan prog-am as envisioned under SB 88 and 120
(with suggested amendments) will prove to tbe benefit of all Alaska.

Sincerely,

S t)y)osthta (/

Patricia 5."Matherly |
University of Alaska

at Juneau, Upper Division
Student representative to
the faculty Assent?ly



Associated Stud 2ts Un verslty o' Alaska (907) 479-7355

University of Alaska, Fairbanks

Fairbanks, Alaska 99701

Testimony
Alaska Student Loan Program / SSHB32-SSHB42
by
Jason Kuehn, President, Associated Students of the University of Alaska
on teleconference of the House Ccmuittee

February 25, 1981

Hi, 1"m Jason Kuehn, President of the Associated Students of the
University of Alaska, better known as ASUA. | appreciate this opportunity to
present testimony before you on SSHB-32 and SSHB-42.

As a representative of the students here in Fairbanks 1 would like to
speak In favor of these bills.

Increasing the amounts of a state loan. While the current maximm loan
is adequate for a single student attending school at the University of Alaska in
canpus housing, it is not adequate for other students. Off campus students, married
students that have f adlics, and students who must transfer out of state to conplete
their programs, such as W\MI students, or get graduate degrees, often find the
maximm loan L ufficient to meet their tvc 3. Therefore we support the proposed
increase in the _naximm loan from $3,000 to $6,000 for undergraduates and from $5,000
to $8,500 for graduate students.

Increasing the period of participation in the loan program. The current
participation limit of six years Is very restrictive to students. Students vho want
to participate in extracurricular activities such as music, student gpvemnent, and
athletics often require 5 years Just to complete an undergraduate program. Such
extracurricular activities can supplement the classroom experience very nuch and
should be encouraged. Many students who arc studying engineering or are pursu’ng
double majors also find It difficult to complete an undergraduate program within four
years. Expanding the participation limit to eight years would enable these people
to obtain an undergraduate degree and still have enough participation time left to
pursue a graduate degree. It is very important that the participation limit be
Increased to eight years and that five of the eight years be available for under—
graduate work. In order not to restrict people who wish to advance to Ph.D. status,

medical, or law school, it is Important to have a six year raaxImm limit on graduate
=tudy.

AihicaniOl T « mAUU* i,»1rw ot Nighci rdiK.ilion



Incentives to attend in state institutions. |In order to attract more
students to Alaskan schools which will strengthen t"lose schools it is inportant to
create an incentive to encourage Alaskans to attend school in state. A good way to
accomplish this would be to offer an additional ten percent forgiveness of the
original loan amount for attendance at Alaskan institutions. We propose that it be
2.5 percent per year for up to four years attendance.

Increasing incentives to return to the state after graduation. This
loan program is investing lots of state money in hunan resources. To encourage these
resources to remain in Alaska and thereby benefit the state who invested in the , we
propose increasing incentives to live in this state after graduation. We propose that
the forgiveness of the loan be increased to 60 percent. This would be based on 15
percent per year for each year fZrayear two to year five after graduation.

Default on the state loan. To encourage the maintenance of the Alaska
Student Loan Programs good collection rate, we feel that the forgiveness clauses
should be forfeited if the loan goes into default.

Thank you for this oppoi .unity to testify before you.



Associated Students University of Alaska

Universitv of A laska. Fairbanks

Fairbanks, Alaska 99701

TESTIMDNY

Alaska Student Loan Program/® SSHB 32
by
Jo A. Ruchle
of the Associated Students University of Alaska
Teleconference of the House HTSS Canmittee
February 25, 1981

Good afternoon, 1 am Jo Kuchle and I represent the students on the University
of Alaska, Fairbanks, carpus. | am the Legislative Coordinator for
student government.

I would like to speak in favor of the passage of the Sponsor Substitute to
House Bill 32. The following areas in this piece of legislatLxi students
feel are of great importance:

Increasing the level of Student Loans We support the increase in the amount of
loan funding fron the current $3000 dollar limit to $6000 dollars for
undergraduates, and from $5000 dollars to $8500 dollars for graduates.

These amounts are based on single students living in University provided
housing. Yet a great nunber of students who live off caupus are equally
ai.feeted by the high: cost of living which increases their educational

costs.

Intending the Loan Period We also agree that the period for which a
student may reeleve a loan should be Increased to eight years from the
current six year limit. Often the ruber of years a student requires to
ccnplctc either d bachelor or graduate program is greater than the standard
four years/ two years, respectively.

Tho Sponsor Substitute for House Bill 3? would help alleviate this problem
for many students throughout the state, therefore we support Its passage.
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FISCAL .NOTE.

1. REQUEST
Bill/Resolution No. rnR 1?Q
Title Ancndinr. Scholarship Levin Program
Requested by Lonote Hor.r. ..Date J/30/S1

1. FISCAL DETAIL

Agency Affected Education
Program Category Affected ror.nir.sion on Pr«-.tsecond n v Kumch ;icn
BRU. Program, or Subprogram(s) Affected S»uicnt Loan Pvorr.un

(Note: If more Ilian one budget component is affected, separate line-item amounts and funding for each
component in the analysis ser*ion.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 32 FY 83 FY 64 FY 35 FY 36
100 PERSONAL SERVICES
-on TRAVEL
300 CONTRACTUAL
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500 EQUIPMENT
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TEMPORARY !
IIl. ANALYSIS (Set Fiscal Note Preparation Instructions. Section IlI)
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“1.2% $3,000
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Un>rf,raduate: SOI CS,030 OrflJiuttt S$% $7,000
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Tripnap. Le;:slativ* Ftrancr PHONE L:
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SR* 20691
Fairbanks, 99701
U79-2978
February U» 19®!

Mr. Charles Parr
Fairbanks State Senator
Chairman; Health, Education and Social Services

Charlie:

I ¥Ye got a brain storm and (its only fiir to disclose)
I Ye got an ax to grind] I would like to see the breadth
of the States®™ student loan program Increased to allow for
a greater percents e of forgiveness of debt.

Legislation could be passed ti help mitigate the huge
costs involved 1in pursuing a special degree which 1is not
presently available in Alaska. I an speaking about any
number of prof/esaional and other specialty programs which
are not economically feasible for Alaska s Unlversltys to

maintain.

Granted that there are WICK? tyre programs presently
available; but I think that Its im-ortant to note their
specialised and rather narrow scope. My 1idea would be to
stim slate and encourage Alaska residents to further thtir

courage ycur committee to conrlder dcublinc that posslbil-
-yi cr more, givinr th* increased advantage to long
term residents(measured both before and after graduation).

As for my own personnel “ax? Z ve*,lId like to see the
above tmpllment*d and made retroactively available to those
or us in the State who are now paying the very costly price
for having pursued those apocialty degrees]

Many thinks for giving your measured consideration to my
scheme. Please feel free to call upon me if I can be of any
assistance with this or —en*_

STEVF 90RTE\"
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EXPEND!! URLS (Thousands of Dollars)

FY 91 FY 82 FY 83 FY Gd
100 PERSON AL SLRVICLS
:00 TRAVEL
'00 CON1RACTL* VL
400 CO.VLMODII1LS
5CO0 FOL'lI'MIM
(00 LAND A SIR! « IL'KI S_
TOO GRANTS- CLAIMS. EEC __ ** 0'«l.7 S.010.S COH e
TOTAL N.A. ** ns*|.7 1,,010.1»  **01** *
I L'NDINi m  ilhouMinis of fv*I|jr\)
GENERAL | ' ND V.A. Cowel 7 Vit x4  SitfH*.!

FI DFHAI 11 SDN
oTIC R «Speofv *un ; S*mik<)

positions

FULL 1IMI .n. 1

U.Ml

AN ALYSIS (See liwi‘N. Ic PtepjiJtion Instruction*. Section lit)

FY 85

IM.1

Loe* L
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JUNEAU OFFICE ANCHORA AL OFFICE FAIRBANKS REGIONAL OFFICE Juneau O ffice

147SOUTH FRANKLIN *207 42SCOLLEGE ROAD

JUNEAU. ALASKA 99401 FAIRBANKS. ALASKA 99701 '

PHONE (907)341 7090 3 PHONE (907)4444438 getgtglib%e:miﬂl
Anchorage Office

Dianne Anderson

f«w Stan

February 9, 1981

Anchorage Office
TO: Chairman Parr ieve Pulkkinen
Members of the Senate HESS Committee &M&ﬂ
Anchorage Office
FROM: NEA-Alaska Mary Ann Elninger
Deputy ( aecutne Secrete”™
RE: SB 88 - Special Appropriation to Scholarship Fairbanks Office

Revolving Loan Fund

SB 120 - Amending the Graduate ind Undergraduate
Scholarship Loan Progra/i

MEMORANDUM OF SUPPORT

NEA-Alaska strongly supports and urges passage of SB 88 and SB 120.

Inflation has probably adversely impacted the cost of a college
education as severely, 1if not more so, as anything in the basic
economy today.

It is incumbent on us to make the fullest opportunity for a com—
prehensive public and college education available to all youth in
Alaska who possess the motivation, skills, and desires to do so.

Our youth are our greatest assot and natural resource. Their access
to a comprehensive education is our best hope for solutions to the
problems of this and future generations.

It is our feeling that SB 88 and SB 120 greatly enhance this potential.
Respectfully submitted:

Robert Manners

Executive Secretary

RM: jw
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION PLCJ)HCHPiTATE OFFICE BUILOING

The Alaska Commission on Postsecondary education

The basic purpose of tho Alaska Commission on Postsecondary education

is to provide for tho coordinated efficient use of Alaska®"s financial
resources 1in providing postsecondary educational services to the

citizens of the state. The Commission Is charged with coordinating

tho development of comprehensive plans for the systematic growth of
postnccondai®y education in Alaska, advising as to functions and purposes
of colleges and universities operating in tho state, reviewing annual
budget requests from colleges and universities in the state, serving as
tho consumer protection agency for tho citizens of the state in obtaining
poritsecondary education, and advising the Governor®s Office, tho Legislature,
and other appropriate federal and state agencies and institutional boards
on postsecondary education issues and concerns in and tor Alaska.

Through a 13-memt>«r pulilie t>oard anil a series ol advisory council;:, the
Commission nejves as tho impartial coord atlng board for all Alaskan
po <«secondury education. .Specific prog.«os and services provided through

the Commission include:

| authorization of postse* on tary oauc ition institutions tc operate in
Alaska
serving as consumer complaint agency tor pontsecondary education
services

3. serving as Alaska"s stale approval agency for veteran"s educational
benefits anJ program approval

a. almInifiTration of the federal Continuing education md Community
==tvice Program (Title 1, MCA)
administration of the federal Cuaran’ *od Student tvoun Program
(Title 1V, MCA)
administrat ion of the federal Postsecondary education Pl.it.ning
Grants Program (Title XI1, HCA)

1. administration of the Alaska itate Studont Loan Program

8. administration of the combined federal/state State Lducat lon Incentive
Grant Program ECIC (Title 1V, MCA)

9. administiat i<ll if flv- State Memorial Scholarship Loan 1%ivyrtiu

10 serving an Alaska®s agency f«*ccordlnating actlvitfes In the
Id*: .rate Western Interstate Commission on Higher education (iflCMC)

11, administratlot: of the WICHC Student exchange Program lor Alaska

U. aduinistiut l«<n oi the Wh*HC follows Program for Alaska

13, coordination of federal reporting for the Higher Liucation General
Information Survey (HFf.GIS)

11. serving as the State LCO agency for posrsecondary educat lon

15, sdm"nistrut ion of the Pederal Higher education facilities Grant
Proi»am (Title* 1, MCAI

16. admilstration of Alaska"s participation In the redera) education
Information Centers, CIC Program (Title 1V. HCA>

17.  providing overnight and arbiter services for consortia agreements
between and among public and private institutions.
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MEMORANDUM State of Alaska

reggy Shows DAt November 21, 1900

Collections Specialist

Alaska Commission on Postsecondary"™™ NO A66-049-01
Education

Division of Student Financial TKI<IMONE NO

fMOM WILSON L. COWEON suiutCT Student Loan Bankruptcy
ATTORNEV GENERAL Procedures

By:: Amy J. Stcphson
Assistant Attorney General
Anchorage - AGO

You have asked several questions regarding tho
collectibility of student loan payments when the debtor
files for bankruptcy. These questions are (1) under what
circumstances are student loan payments not dischargeable in
bankruptcy and what action need tlie Division of Student
Financial Aid take in this regard; (2) how does tho filing
of a bankruptcy petition affect any lawsuit tlie division may
file or plan to file against the debtor; and (3) how do
Chaptor 13 cases come about and what is tho division®s rolo
with regard to plans of arrangement submitted by the debtor.
Ke will answer these questions in turn.

¢H) Generally, a straight bankruptcy action
(Chapter 7 of tho Bankruptcy Code) serves to discharge tho
debtor from his debts. Certain exceptions, hov;evor, to

dischargo are act out in 11 U.S.C. 5U23. With regard to
student loann, 11 U.S.C. 523(a)(0) provides that a dischargo
in a straight bankruptcy does not dischargo an individual
dobtor from any dobt

(0) for an educational loan macfo, insured, or
guaranteed by n governmental unit, or mado under
any program funded in v/holc or in part by a
governmental unit or a nonprofit institution

of higher oducatlon, imless-

(A) such loan first became duo kofora fivo
yonrn (exclusive of any applicablo suspension
of tho repayment period) before tho data of tho ~
filing of tho petition; or K&/10
(U) excepting such dobt fron dischargo under
this paragraph will impose an unduo hardship on
tho dobtor and tho debtor®"s dependents.

Under this provision, studont loan debts to tlie division arc
not diacliargcsblo if tho date the first payment on tho loan
was duo in within 5 yoarn, exclusive o1 repayment suspension
periods, of the dato tho bankruptcy petition is filed. If

VM|
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the fir3t payment was due before 5 years before the date of
filing# exclusive of repayment suspension# tho loan dobt is
dischargeable.

In those cases where the duo date r.octs the 5 year
requirement set forth above, the exception from discharge 1is
self-executing# i.e.# we arc not required to file a complaint
to determine the nondicchargcability of the debt. Thus, if
the Division®"s proof of claim establishes that tlie first
loan payment was due within 5 years of tho bankruptcy
petition date# the loan debt is automatically nondischargcablc
unless and until the debtor comes forward and objects to the
nondischarge for some reason. Although the "Discharge of
Debtor"™ orders issued by the bankruptcy court may appear to
statu that our studont loan debts have been discharged# that
is not in fact what tho order says or means. Rather, an you
can see on the attached copy of one of these orders, tho
order only releases tho debtor from "dischargeable debts,"
not from any and all debts.

To apply the above theory to practice, the proofs
of claim which you are submitting in bankruptcy cases should
set forth the date on which the first loan payment wan due
and owing and any suspension of repayment period so as to
establish whether or not the 5 year requirement in not. You
should also note tho maturity dato of the loan and of courso
include the amount owing and tho other loan information you

have boon including. Upon receipt of tho "Dischargo of
Debtor"™ order, you may then sock to colloct tha loan if tho
5 yoar requirement is net. If the 5 yoar requirement is not

mot, that order acta to dischargo the student"o debt and you
might as woll write tho loan off unions tho dobtor voluntarily
agrees to pay it donpite tho dischargo.

@) With rugard to lawsuits against U rrouarn who
have filed in bankruptcy, tho general rule is thul tho
division cannot corrconca or continue any legal proceedings
against tho borrower who has filed in bankruptcy until tho
bankruptcy cauo is closed or dismissed or a discharge is
granted or donlcd. 11 U.S.C. S<()2(c)(2). This in because
=in automatic "stay" Js 1issued uj«on tho filing of a bankruptcy
petition which prohibits creditors in moot circumstances
from commencing or continuing collection actions against tho
debtor until tho bankruptcy case bus beau resolved. Thus if
tho borrower"s debt is nondischargenblu as discussed above
and you have received a "Discharge of Debtor"™ notice# or a
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«
notice thnt tho bankruptcy case has been dismissed or
closed, you nay at that tine institute suit against the
debtor or continue with a suit that was filed before the
bankruptcy petition was filed. You may not, however, do
anything before the discharge order is entered by the court
or tho bankruptcy case 1is dismissed or closed.

€)) Chapter 13 of tho new bankruptcy codo
U.S.C. 5S1301-1330) basically cots out a scheme whoreby
individuals with regular income sot up a plan to pay all or
part of their debts from future earnings while under the
protection of the bankruptcy court. The plan must comply
with a variety of requirements but for your purposes, the
significant thing is that you need not and indcod cannot
accept or roject tho plan. Rather, it is the court that
decides whether or not a particular plan will be accepted
and confirmed. 11 U.S.C. 51324. What tha division can do,
however, is to oLjoct to a particular plan if it believes
that the plan docs not comply with the law. 11 U.S.C.
S1324. Thus 1in chapter 13 cases, the division should rccoive
a copy of tho plan and notice of the dato of tho confirmation
hearing and if it is not satisfied with tho plan, it should
contact our office to sou if a valid objection can bn made.

It should also bo noted that in Chapter 13 cases,
a student loan dobt can be discharged if the dcbtorrs plan
cokes oor.n provision »or payment of the loan and tho debtor
cooploteo payment under tho plan. 11 U.F.C. 51320(a).
Under other circumstances, however, the loan dobt may bo
non-dischargoablc. 11 U.S.C. 51320(b) and (c). In Chapter
13 cases, therefore, an individual determination will have
to be made art to whether tho student loan debt is dinchargoablc
or not and thus whether It in permissible for tho divinlon
to sue the debtor in atato court.

Cue other note concerning Chapter 13 cases: the
divinlon should file a proof of claim an it does in any
bankruptcy caito, including in it tho information concerning
dato of first payment, maturity data and suspension period,
if any. You may uao the bankruptcy court chaptor 13 forra
or your own (OTM] 1if you u-.u your own form, howovor, do not

make reference to nondiochargeatiility under 11 U.S.C. 5523(a)(6)

nlnco that provision is not necessarily applicable In chaptor
13 casco as wan discussed above.

X hope that this monorandun answern your quootiono
and that bankruptcy is a4 bit loss of a puzzle to you.

Mouse do not hesitate to contact uo if you havo any Ffurther
quoatlons or problemn.

Alr./imo
Ihtcl |
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Testimony 5 & / 2-6
Alaska Student Loan Progqram / SSHB 32 - SSHB 42
————————————————————————————————— by
Bill Zybach, Director of the Alaska Statewide Student Assoc.
before the
House HESS Committee
Feb. 18, 1981

Good Afternoon. Let nme Introduce myseK and explain wh: | represent. My
name is Bill Zybach, | ama full time student at the University of
Alaska and am currently enrolled at UAJ. | am the Director of the

Alaska Statewide Student Association. The Association represents the
Interests of students in post-secondary education institutions in Alaska.
| have just concluded statewide telephone conferences with the rep-
resentatives of our members schools and would like to present to you our
united positions on these bills and the Student Loan Program.

Regarding SSHB 42, | would like to relnterate the earlier testimony of
Representative Bucholdt's legislative aid, Lou Ann Culter. The students
we represent are in favor of coupling academic excellar.ce to the for-
giveness clause of he state loan program.

Default On The State Loan* In relation to SSHB 42, we iupport the recom-
mended changes concerning notification of students 1n default. ALSO we
suggest that the forgiveness provisions of the program not be extended
to those students who abuse the program through default. However, the
idea suggested to give the barrower a second chance to return to a good
paying status seems fair.

Increasing The Level Of State Loans We support provisions of SSHB 32 to
increase the amount of the loans to $6,000 and $8,500 respectively for
undergraduates and graduates. The reasons outlined in nly testimony on
SB 120 (which | have distributed) as well as the testimony and inform-
ation you have received from Rep. Gardiner and Kerry Romesburg, clearly
delineate the need for the Increase. Let me stress, however, that the
levels quoted are in reference to single students, not married, and to
those who live on campuses where housing Is provided. A great number of
students are married and are not in student housing, both factors which
Increase the cost of education to them.

Extending the Period for Loan Participation Regarding the period for
which the loans nay be extended, we agree that it should be extended
from the current six years to eight. Again, the reasons have been
outlined. We would like to see the provision dealing specifically with
the number of years of graduate work which 1s suggested in SSHB32 changed
from five to six years if that clause is necessary. Such a change would
allow those students who have sought two graduate degrees to pursue them
under the state loan program, e.g., a student may take a Masters In
Business Administration prior to entering Law School, or a student
seeking entrance into a medical doctor's program may take an advanced
degree in Biology in order to become a more attractive applicant.

Graduated Repayment Of Loan We strongly idvocate a graduated repayment
program for the studentloan, one which acknowledges the Increasing
earning / Income potential of students after receiving their degrees and
participating in the job market over time. Often, whe* a student Is
just out of college, his earning ability Is relatively low compared to
his earning potential five or ten years later. We believe this must be
recognized In the repayment schedule of the loan. It Is much more
realistic and better fiscal management, as nany bankers have realized,
to have graduated repayment which better suits the eccomic ability of
the barrower and thus reducing the complications of collection and
default. The payment schedule should start out at a l'w level and
balloon towards the end of the period of loar repayment.

Increasing Incentives To Return To Alaska Aftrr Graduation** Recog-
nizing the ever increasing costs of an education and t-e continuing need
for education as an investment 1n the states hjran restjrces, we would
like to suggest that the forgiveness for the lean be |’creasrd from the
current 40 percent to 60 percent. The additional 20 ftrcent. we suggest
should be distributed over the current fomula »n 5 percent ncrements.
This would increase the incentives for students to ret.m and contribute
tc the state and also keep their Indebtedness at a reasonable level.



Incentives To Attend In-State Institutions*** We believe that there
should be incentives to induce residents to attend in-state educational
institutions. We contend that state citizens have valuable contri-
butions to make while attendingschool, and these benefits can only be
reaMzed if the students remainin the state. The state gains eco-
nomically and socially fror, its citizens who participate in Higher
Education in Alaska. To encourage this, we suggest that a maximum of 10
percent of the State Loan be forgiven for attendence 1n Alaska. We
suggest that it be administeredon thebasis of forgiving ?.5 percent
per year for up to four years.

Encouragement Of Academic Excellence**** Despite the controversy which
may surround a definition of quality education or a standard of academic
excellence, we believe that their is great value 1n attempting to
promote excellence in all that we do, especially ir higher education.
Therefore, we suggest that students who graduate with honors from post-
secondary Institutions be given a 10 percent reduction in their loan.
Rather than debating the issue of how excellence 1s defined, "graduating
with honors" and other such value judgements whould be determined by the
Institution.

Default Rate | would like to bring to the committee's attention the
excel lent collection rate and payment rate which this program has. The
default rate is 11 percent in Federally defined dollar terms, or 14
percent 1n terms of people. This rate, | am lead to believe from the
Post-Secondary Education Commission, Is lower than the federal rate of
almost 28 percent on their state loans, and one of the best payment
rates in the nation. The Alaskan Student's taking out the Loans are
responsible and are, relatively speaking, out "repaying" their loans in
comparison to students in other states.

Bankruptcy We believe that students should be responsible for paying
back the loans they secure from the state. This is the best state loan
program In the nation and we respect that fact, and do not beleive that
students will jeopardize the program by abusing bankruptcy. We believe
that the loan should not be discharged due to bankruptcy except In
hardship cases. This may be a moot point anyway due to the information
| received from the Attorney General's Office. | was Informed that
bankruptcy was a federal act and that the student loans fell under
section seven of that act. The act provides that students are not
released from repaying their loans In a case of bankruptcy If the loan
came from a government agency.

Attached are changes to the State Loan Program which are not mentioned
In SSHB 32 or SSHB 42:



Alaska Statewide Student Assoc, (cont.)

Suggested Changes to the Alaska Student Loan Program which were not
discussed in SSHB 32 / SSHB 42 / SB 120.

1. Amend AS 14.40.763 to add (p):

(p) Portions of the loan shall bepaid by the state under sections
(). (n), or (o), only if the barrower has not defaultedon the
loan. Default under this section shall be determined bythe
commission.

2. Amend AS 14.40.763 (j) to read:

(j) A portion of a loan shall be paid on behalf of the borrower by
the state, if upon completion of the course of study for which
the loan was granted, the barrower spends at least three years
employed in the state. The portion of the Loan which shall be
paid by the state shall be the following percentages of the
total loan received plus interst up to 60 [40] percent:

(11 two-three years residency, 15T)0] percent
(2) three-four years residency,T5 [10] percent
v four-five yearsresidency, iSTpOJ percent
(4) over five yearsresidency, an additional 15 [10] percent

3. Amend AS 14.40.763 to delete (n) and replace It with the following:
(n) A portion of the loan, 1n addition to allowances under (j) of
this section and (o) of this section, shall be paid on benalf of
this barrower by the state if the barrower attends a post-secondary
Institution In AlasKa. The portion of the loan to be paid by the
state shall be the following percentage of the total loan
plus Interest up to 10 percent:

m) One year In-state attendance, 2.5 percent
) Two years 1n-state attendance, 5.0 percent
) Three years 1n-state attendance, 7.5 percent
) Four years Instate attendance, 10 percent

4. Amend AS 14.40.763 to add (o0):
(o) In addition to allowances u*-er (j) and (n) of this section,
the state shall pay 10 percent >f the loan on behalf of
the barrower If the barrower completes his course of study
with honors. Graduating with honors or other measures of
academic excellance are or shall be thoses established by
the particular institution.



517 Sixth Street
Juneau, Alaska 99801
February 19, 1981

The Honorable Charles Parr
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Re: Alaska Student Loan Program
Dear Senator Parr:

Our son 1is in the process of applying for an Alaskan
Student Loan as he will be attending college in the Fall
of 1981. While he has not yet received a loan, we under—
stand that if his application is submitted early enough,
his chances for securing one are relatively good.

I am writing to say how much we appreciate this loan
program and the fact that the application asks only what
other loans, grants, etc. a student has been awarded and
what amount the student and parents will provide towards
his education, 1instead of asking for complete documentation
of the family®"s income and then determining how much the
State thinks the family should provide towards his educa—
tion. We have found that for our son to attend a small
private school in the Fall the costs will be anywhere from
$8*000-812,000 per year and for a state school (outside
Alaska) anywhere from $6,000-88,000. Ho matter what a
family®s 1income that amount of additional expense would
surely be felt and the student loan programoffers a
reasonable way for a student and his family to meet these
costs.

We would encourage your continued support of the student
loan program making it available to all Alaska students

who apply and are willing to meet the conditions of the
contract in paying back the loan. Also, the fact thatas
much as 40% of the loan will be forgiven ifa student
returns to Alaska after graduation to work is a real incen—
tive for our young people to cos* back to Alaska.

Sincerely,

Carolyn A. Baker



Alaska Student Loan Program

Fact Sheet

Total Loen.*; 1971-72 through 1979-80:

Undergrad late 16,359 $ 30.4 mi
Graduate 2,210 7% million
10,509 * $ 37.8 million
t™u rent Yejr
(1980-81, an of 1/14/81): *.,880 loann j [h.0 mil]ion

Pcm .it Loan-; In-Stan/Out-of - tato (147 1-80):

In-Stat- Ou*-o0f= teit
In<I»rr,r_Kluat* nt. i 6.1,4 f.S)
y-y. (S- o W o«i 0l
ol iect loti;. I;«eee month iv>r*d£e):
1*74-76
I»76-70 AM,7m4
1476.77 45,127
19/7-7M 99,121
1970-74 i..,471]
1979-M0 | *1,620
1980-0] (« I » [7r.,0)n
Lom 1:md lon: (|<«i* month »v *i»'« J:
1974-V
14 "6 =Hi i,tah)
14/6*77 %. Fi
1977-78 76,192
1978-/4 »/ , 1%*
1*74-MJ »4.|/9
J*MO-MI (e.t.1 f =



6. Past Due and Dofault Loans
bact D } October November December January
ac u» 0. Amount No. \nount No. Amount No. A t
31-60 days 969 1,1.1,102 973 1,032,186 597 1,179,913 508 1,022?2_)
SH%O 209 268 699,596 288 585,991 295 585,775
126+ 180 505,039 178 188 963,252 193 385,669
870  1,981.089 909  2,038"126 959  2,096,983. 927 2.159.220 *
TOTAL_ . '['SiHL ** 1231078 1,833 108,9*11 - -
Default Kate 11.2% 11.2% r I !/0 I
Current Year (as ol 1/1%/81)
In-5t.»to Out*of«State Total 30 d~p
1Y :d,man o (90.0) 1,0la (59.0 1,8'"®
Sopr]otnnpr M2 (91.)) 739 §58.9§ i
Junior 39 (91.0) 576 (59.0) 979
Sen lor 327 190.0° 389 (.9.0) 711
Vocal ion11 173 (90.9) 250 (59.1) **23
Su*--To*.il _ "93.5) , 1% ftc.s) 5,23?
r.(d <.t Vv (19.0) (81.0) 198
> Al f, 138 (90.H) J,98? <584 ~.880
Paining 1 ,r, Liniti
IJtidari't a lu.it'd . - ] 6 .fir
J iluaic* . 1 57.30,1
51/.7.,”00 . 59 ,in.;, /on
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Sample i.ontr.:

a.

Single Sfu lent

College-Approved budgets (L980-8L)

., - . Undergraduate
University of Alu&ka, Anchorap.* $5,922
iversity f Alaaka, Tai u Meiu
IJniversiry of Washington 5,65U
Conzaga University 7#0i0
Western Washington University 6,280
University of Oregon 6T9U0
University e} Colorado 8,160
Stanford University q tfloo

Tuition anl/or Required ber (nao-fli)

nt/oi iiry i
University of
Ifnlwrelry of
iJniveruitv of
cniver..:»v of
IRilver ,»y ct
mly, W r*iLiily Ui

o Undergraduate
Alaska, Puiriijnltr,
Arizona* ?2*W0
rolonid *
Haw. .11 »R0
Hahn* ,$.,0
On>r.oti9 ,

W.r Hin»antre vt

Graduate
>6 500

5*684
7*120
y “gno
7+%90
d7120
9,560
11*250

>«r . iduatc

< s00
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