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

Authority: AS 14.43.105

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

(1) repealed 11/19/83;

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

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

(4) “comm ittee” means the student financial 
aid committee o f  the commission;

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

(6) repealed 7/9/82;

(7) repelaed 7/9/82;

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

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

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

(C ) for a career education program.

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

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

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

(9) “ full-time student”  means

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

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

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

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

(ii) two hours o f  laboratory, jhop train­
ing, or internship requiring outside 
preparation;

2 0 - 3 0 . 4
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(iii) two hours of outside preparation 
related to the activities specified in ti) 
and (ii) o f  this subparagraph; or

(iv) three hours of laboratory, shop 
training, or internship not requiring o u t­
side preparation;

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

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

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

(13) repealed 7/9/S2;

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

(15) “ undergraduate degree program" means

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

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

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

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

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

(B) a non-Alaska institution which has 
been approved by the United States Depart­

ment of Education. Office o f  Financial Assist­
ance for receipt of federal student financial 
aid; or

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

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

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

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

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

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

Authority: AS 14.43.105

2 0 - 3 0 . 5
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CHAPTER 16. 
EDUCATIONAL INCENTIVE GRANT 

PROGRAM

Section 
10. Applicant eligibility
20. Applicant priority
30. Application procedure 
40. Disbursement o f  grant awards 
50. Appeals 

100. Definitions

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

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

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

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

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

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

Authority: AS 14.43.405 
AS 14.43.410 
AS 14.43.415

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

(1) are considered low-income applicants;

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

(3) apply by the priority deadline.

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

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

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

Authority: AS 14.43.405 
AS 14.43.415

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

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

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

(3) indicate on the FAF that the FAF needs 
analysis report should be sent to  the commission 
(CSS code # 0 2 7 6 ) ;

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

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

2 0 - 3 0 . 6
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(6) submit the forms mentioned in this sub­
section each academic year for which a grant is 
requested.

(b) The commission

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

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

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

Authority: AS 14.43.405

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

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

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

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

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

Authority: AS 14.43.405

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

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

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

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

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

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

Authority: AS 14.43.405

20 AAC 16.100. DEFINITIONS. As used in AS 
14.43.400 -  14.43.500 and this chapter, unless 
the context requires otherwise

2 0 - 3 0 . 7
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(1) “accredited institution" means an institu­
tion accredited by a regional accrediting associa­
tion for the region in which the institution is 
located, and approved by the commission:

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

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

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

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

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

(7) “ low income” means a demonstrated 
financial need o f  S 1500 or greater;

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

(9) “substantial financial need” means

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

(B) the student’s, or when relevant, the 
s tuden t’s parent’s net income is S20.000 a 
year or less; or

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

(10) “ Supplemental Education Opportunity 
Grant Program” means the Supplemental Educa­
tion Opportunity Grant Program provided fo- in 
Subpart 2, Part A o f  Title IV o f  the Higher 
Education Act o f  1965. P. L. 89-329: a id

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

(A) a bachelor’s degree is awarded; or

(B) an associate degree or comparable 
certificate is awarded. (Eff. 6/13/80. Reg. 74)

Authority: AS 14.43.405
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INTRODUCTION

The Alaska^Student Loan Program i s  one of the  most s u cc e ss fu l  programs 
o f f e re d  by the  S t a t e  of Alaska.  I t s  purpose i s  to  p rovide  l o w - i n t e r e s t  
loans to  Alaskans wishing to  pursue  educa t ion  and t r a i n i n g  a t  a 
pos tsecondary l e v e l .  The program has grown from se rv ing  j u s t  over 1,000 
Alaskans in 1971-72, to  the c u r r e n t  1985-86 l e v e l  of serv ing  over 16,000 
Alaskans.  The t ru e  impact of t h i s  program i s  c o n s id e ra b le ,  t h a t  i s ,  the  
f i n a n c i a l  a s s i s t a n c e ,  not only to  the  i n d i v i d u a l ,  but to  the  i n d i v i d u a l ' s  
family ;  the  expanded educa t iona l  o p p o r t u n i t i e s  a f fo rded  the  c i t i z e n s  of 
the  s t a t e ;  the  s o c i e t a l  b e n e f i t s  of having a more h igh ly  t r a in e d  and 
educated c i t i z e n r y ;  and the b e n e f i t s  to  the  s t a t e  and the  lo c a l  
communities of having ed uca t iona l  i n s t i t u t i o n s  and re sources  a v a i l a b l e  to  
meet c u r r e n t  and f u tu r e  demands. All  of these  a re  r e l a t e d ,  e i t h e r  
d i r e c t l y  or i n d i r e c t l y ,  to  the  a v a i l a b i l i t y  of s tu d en t  loans .  Alaska has 
chosen to  in v e s t  in  the  educa t ion  of i t s  people .  Through these  loans ,  
which a re  in l a rg e  p a r t  repayable  to  the  s t a t e ,  Alaska has committed 
i t s e l f  to provid ing  o p p o r tu n i t i e s  and access  to  a l l  those  r e s id e n t s  
seeking pos tsecondary educa t ion .  The va lue  of t h i s  commitment i s  
undeniable ,  but the  program has now expanded to  the p o in t  of p lac ing  a 
s i g n i f i c a n t  annual demand upon the  s t a t e  t r e a s u r y  and c r e a t in g  the  need 
fo r  g r e a t l y  inc reased  s t a t e  s t a f f ' n g .

In the  academic loan years  of 1983-84, 1984-85, and again  t h i s  year ,  
1985-86, loan demand has o u t s t r ip p e d  a v a i l a b l e  funds ,  and thousands of 
a p p l i c a n t s  have been turned away. The s t a t e  i s  r a p id ly  approaching the 
time when some d i f f i c u l t  d ec i s io n s  must be made concerning the  f u tu r e  of 
the  s tuden t  loan program. For the  f i r s t  t ime, borrowers in 1986-87 must 
c o n t r ib u t e  a t  l e a s t  $500 from a n o n - s t a t e - lo a n  source  toward t h e i r  
e l i g i b l e  loan expenses.  This alone w i l l  not so lve  the  demand/ 
a v a i l a b i l i t y  problem, but i t  i s  an i n d i c a t i o n  of the  types  of changes and 
a l t e r n a t i v e s  which must be explored i f  the  program i s  to  be preserved  fo r  
fu tu r e  Alaskan s tu d e n t s .



LEG ISLAT IVE  H ISTORY

The c u r r e n t  -student loan program was c r e a te d  by the  1971 Alaska S ta te  
L e g i s l a t u r e ,  however, i t  was based upon a program which o r ig i n a t e d  in  
1968. The 1968 Alaska S ta te  L e g i s l a tu r e  e s t a b l i s h e d  a program of  
Scho la rsh ip  Loans (Senate B i l l  378). These loans  were for undergraduate 
s tu d en t s  s tudy ing  in Alaska a t  an a c c r e d i t e d  i n s t i t u t i o n .  The s tu d e n t  
could borrow up to $500 per year for up to four y e a r s .  The loans  were 
n o n - i n t e r e s t - b e a r i n g  and could be used only to  meet the co s t s  o f  books,, 
t u i t i o n ,  and re q u i re d  fees (excluding room and board ) .  I f  t h e  s tu d en t  
l i v e d  in Alaska a f t e r  ceasing s tu d y ,  the loans were forgiven a t  a r a t e  of  
$500 of loan indebtedness  for each s ix  months spen t  in  Alaska.

This program was amended by the  1970 Alaska S ta te  L e g i s l a tu r e  a f t e r  a 
good deal of debate (based upon the  b i l l  number for the  adopted 
l e g i s l a t i o n  -  FCCS SCS CSHB599 ). Loans now were for  up to $750; could be 
used a t  any a c c r e d i t e d  co l lege  or u n i v e r s i t y ,  could be used for  books, 
t u i t i o n ,  room and board ,  and requ i red  fees ;  and were e l i g i b l e  for 
forg iveness  a t  a r a t e  of $750 of  loan indebtedness  for each f u l l  year 
s p en t  in Alaska.  The loans were s t i l l  r e s t r i c t e d  to undergraduate  
s tu d en t s  and were s t i l l  n o n - i n t e r e s t - b e a r i n g .

In 1971, the Alaska S ta te  L e g i s l a tu re  once again  looked a t  s t u d e n t  loans 
and passed CSHB415 (Finance) am S. This b i l l  c r e a te d  the  t ru e  framework 
for the p re s e n t  s tu d en t  loan program. Under the 1971 program, s tu  ent 
loans  could be obta ined  for undergraduate s tu d y ,  g radua te  s tudy ,  and 
career  educa tion  programs. Undergraduate s tu d e n t s  and ca ree r  education 
s tu d en t s  could borrow up to $2,500 per year and graduate  s tu d en t s  could 
borrow up to $5,000 per year .  Students  could borrow for up to  s ix  years 
of s tu d y .  Loans were to bear  i n t e r e s t  a t  a r a t e  o f  5 pe rcen t  and could 
be used for books,  t u i t i o n ,  room and board ,  and requ i red  f e e s .
Forgiveness was l im i t ed  to 40 pe rcen t  o f  the  t o t a l  borrowed (plus 
i n t e r e s t ) ,  and was accrued in 10 p e rcen t  increments for each year of 
employment in  Alaska a f t e r  the  grace yea r .

The loan program exper ienced minor amendments on a number of  occas ions ,  
but remained r e l a t i v e l y  unchanged u n t i l  the  1976 Alaska S ta te  L e g i s l a t i v e  
Session .  During t h a t  s e s s io n ,  FCCSS870 passed.  Under t h i s  b i l l ,  the  
undergraduate  and career education borrowing maximum was r a i s e d  to $3,000 
per year ,  bu t  the $5,000 per year maximum for g radua te  s tu d en t s  was 
main ta ined .

Subsequently l e g i s l a t u r e s  continued to make r e l a t i v e l y  minor adjustments  
to the program, and then in 1981, the  l a s t  major change occur red .  The 
1981 L e g i s l a tu re  passed FCCSSB120, whicn r a i s e d  the  borrowing maximums to 
!I6 ,000 per year for undergraduate  and career educa t ion  s tu d e n t s  and to 
$7,000 per year for graduate  s t u d e n t s .  The b i l l  a l s o  r a i s e d  the  amount 
o f  loan fo rg iveness  up to 50 p e rcen t  o f  the t o t a l  borrowed ( inc lud ing  
i n t e r e s t ) ,  and provided t h a t  t h i s  forg iveness  be accrued  in 10 pe rcen t  
increments for each year o f  re s idence  in Alaska a f t e r  the grace year .  
Loans under t h i s  program could be obta ined  fo r  up to  f i v e  years  for 
e i t h e r  undergraduate or g raduate  s tudy  or up to e ig h t  years  o f  combined 
s tudy .  This is  the  program c u r r e n t l y  being adm in is te red  by tne  s t a t e .
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PROGRAM DESCR IPT IO N

1 .  To provide Alaskans with access to pos tsecondary educa t iona l  
resources  through l o w - i n t e r e s t  loans to  s t u d e n t s .

2. To encourage an educated c i t i z e n r y  through i n i t i a l  access to
education and t r a i n i n g  and through inducements to u t i l i z e  t h a t
education and t r a i n i n g  in Alaska.

TERMS

1. Undergraduates and v o ca t io n a l  s tu d en t s  may borrow up to $6,000 
per year of  f u l l - t i m e  s tudy .

2. Graduate s tuden t s  nay borrow up to $7,000 per year of  f u l l - t im e
s t u d y .

3. Students  nay borrow for up to 5 years  of undergraduate  s tudy ,  
or up to  5 years of g raduate  s tu d y ,  but for not more than 8 
years  combined.

4. A s tu d e n t  must be a two-year Alaska r e s i d e n t  to borrow and must 
mainta in f u l l - t i m e  s tudy  in good s tand ing  to continue  borrowing 
Alaska s tu d e n t  lo an s .

5 .  Loans may be used for a ttendance a t  any approved i n s t i t u t i o n .
6. Proceeds from loans may only be used for the cos ts  o f  t u i t i o n  

and fe e s ,  room and board ,  and Dooks and s u p p l i e s .
7. Loan repayment begins one year a f t e r  the  s tu d en t  ceases to  be a 

f u l l - t i m e  s tu d en t  (except for approved per iods  of defe rment) .
8. Repayment is  over a 10-year per iod  with p rov is ion  for extending 

to 15 years  i f  necessa ry .
9. I n t e r e s t  charged on the  loans i s  5%.

10. No loan w i l l  exceed the  c o s t  o f  t u i t i o n  and f e e s ,  room and
board ,  and bocks and su p p l ie s  l e s s  $500 , or the  loan maximums, 
whichever i s  lower.

FORGIVENESS

I f ,  upon completion of th e  program o f  s tudy  for which the loan was 
g ran ted ,  the  borrower r e s id e s  in Alaska,  a po r t ion  o f  the loan ,  plus 
i n t e r e s t ,  s h a l l  be forgiven by the  S t a t e .  That p o r t i o n ,  for  up to  a 
t o t a l  o f  50%, s h a l l  accrue  as fo llows:

PURPOSES

1. 2-3 years  re s idence in the s t a t e , 10%
2. 3-4 years  re s idence in the s t a t e , an a d d i t i o n a l 10%
3. 4-5 years  re s idence in the s t a t e , an addi t i o n a l 10%
4. 5-6 years  re s idence in the s ta t e , an a d d i t i o n a l 10%
5. Over 6 years  res idence in the  s t a t e , a f i n a l  10%.

This  res idence  must be continuous and must begin w i th in  one year of 
completion of program.
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REPAYMENT SCHEDULE

IF YOUR 
STUDENT 

LOANS TOTAL:

YOUR MONTHLY PAYMENT 
FOR 120 MONTHS (10 YRS. )  

WOULD BE:
TOTAL TO BE REPAID:

5% I n t e r e s t P r in c i p a l Total

$1,000.00 $ 10.61 & 273.20 $1,000.00 $ 1,273.20
2,000.00 21.21 545.20 2,000.00 2,545.20
3,000.00 31.83 818.40 3,000.00 3,818.40
4,000.00 42.43 1,091.60 4 ,000 .00 5,091.60
5,000.00 53.06 1,363.60 5,000.00 6,363.60
6 ,000 .00 63.64 1,636.80 6 ,000 .00 7,536.80
7 ,000 .00 74.25 1,910.00 7,000.00 8,910.00
8 ,000 .00 84.95 2,182.00 8,000.00 10,182.00
9 ,000 .00 95.46 2,455.20 9 ,000 .00 11,455.20

10 ,000 .00 106.07 2,728.40 10 ,000 .00 12,728.40
15,000.00 159 .10 4 ,092.00 15,000.00 19,092.00
20 ,000 .00 212.13 5,455 .60 20 ,000 .00 25,455.60
25,000.00 265.16 6,819.20 25,000.00 31,819.20
30,000.00 318.20 8 ,184.00 30 ,000 .00 38,184.00
35 ,000 .00 371.23 9 ,547 .60 35 ,000 .00 44,547.60
40,000.00 424.26 10,911.20 40,000.00 50,911.20
45 ,000 .00 477.29 12,274.80 45 ,000 .00 57,274.80
50,000.00 530.33 13,639.60 50 ,000 .00 63,639.60
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TABLE 1
STUDENT FINANCIAL AID ADMINISTRATION 

STATE STUDENT LOAN ACTIVITY 
P ro jec ted  to  1990-91

Year
Loan

Awards
%

Chanae
Loan 

Vol ume
%

Chanqe
Average
Loan

Loan
C o l le c t io n s

General
Fund

Loan
Forg iveness

Repayment*
Accounts

D e fa u l t1
Rate

1971-72 1,081 $ 1 ,6 0 3 ,1 58 $1 ,483 $ - 0 - $ 1 ,5 0 0 ,0 0 0 $ - 0 - $ - 0 - N.A.
1972-73 1 ,7 48 61 .8 2 ,8 70 ,3 84 79 .0 1 ,642 - 0 - 2 ,9 5 2 ,9 0 0 - 0 - - 0 - N.A.
1973-74 1 ,665 ( 5 . 0 ) 2 ,9 8 6 ,1 7 6 4 .0 1 ,793 - 0 - 2 ,9 5 2 ,9 0 0 - 0 - - 0 - N.A.
1974-75 1 ,457 ( 1 2 . 5 ) 2 ,6 5 9 ,8 0 7 ( 1 0 . 9 ) 1 ,826 235 ,476 3 ,1 0 5 ,6 0 0 703 1 ,626 80 .0
1975-76 1 ,719 18 .0 3 ,3 82 ,9 97 2 7 .2 1 ,9 68 465 ,530 3,791 ,500 44 ,233 2 ,153 44 .6
1976-77 1,921 11 .8 3 ,8 50 ,5 07 1 3 .8 2 ,004 1 ,141 ,461 3 ,5 5 0 ,9 0 0 64 ,74 6 2 ,775 24 .9
1977-78 2 ,265 17 .9 4 ,6 04 ,1 6 7 19 .6 2 ,033 1 ,191 ,851 2 ,0 0 6 ,1 0 0 314 ,306 3 ,470 22 .3
1978-79 2 ,795 23 .4 6 ,4 1 6 ,4 0 2 39 .4 2 ,296 . .  31 ,643 3 ,6 0 0 ,0 0 0 445 ,985 4 ,289 19 .3
1979-80 3 ,9 18 40 .2 9 ,3 73 ,9 49 46.1 2 ,393 1 ,6 03 ,4 36 8 ,1 30 ,0 00 409 ,501 5,301 14 .5
1980-81 6 ,460 64 .9 1 5 ,957 ,717 70 .2 2 ,475 2 ,2 25 ,3 88 12,821 , ' 2 7 555 ,494 7 ,196 11 .2
1981-82 0 ,8 98 70 .3 4 0 ,55 9 ,499 154 .2 4 ,0 9 8 2 ,7 79 ,9 00 3 7 ,7 0 1 ,0 0 0 785 ,769 10 ,683 9 .2
1982-83 13 ,058 31 .9 5 5 ,00 7 ,395 35 .6 4 ,213 4 ,609 ,051 52 ,0 0 0 ,0 0 0 (8 4 6 ,0 2 8 ) 15 ,669 9.1
1983-84 14 ,78* 13 .2 6 2 ,912 ,316 14 .4 4 ,255 6 ,4 1 0 ,1 2 4 6 0 ,0 0 0 ,0 0 0 1 ,1 7 1 ,2 3 9 21,771 13 .5
1984-85 17 ,173 16 .2 75 ,075 ,883 19 .3 4 ,372 9 ,5 7 2 ,7 95 60 ,0 0 0 ,0 0 0 1 ,6 6 4 ,6 12 27 ,886 12 .4
1985-86* 16 ,130* ( 6 . 1 ) 8 0 ,675 ,49 8 *- 7 .5 5 ,002* 6 ,8 67 ,7 3 7 * 6 3 ,6 0 0 ,0 0 0 1 ,1 9 0 ,2 6 3 * 36 ,341* 14 .3*

P ro je c t io n s
J_ Ujf fj |

j o o
1986-87 18,431 N.A. 81 ,5 5 7 ,1 7 5 N.A. 4 ,4 25 15 ,9 8 5 ,1 0 3 63 ,5 7 2 ,0 7 2 2 ,8 3 9 ,5 0 6 46 ,280
1987-88 18 ,950 2 .8 8 6 ,22 2 ,50 0 5 .7 4 ,5 50 19 ,352 ,14 5 64 ,87 0 ,35 5 3 ,4 2 1 ,6 2 4 55 ,123
1988-89 19 ,325 1 .5 90,441 ,000 5 .0 4 ,6 80 2 2 ,762 ,09 4 65 ,67 8 ,90 6 4 ,0 1 1 ,1 6 0 63 ,380
1989-90 21 ,493 11 .7 103 ,381 ,330 14 .3 4 ,8 10 2 6 ,189 ,10 8 75 ,1 9 2 ,2 2 2 4 ,6 0 3 ,6 4 6 72 ,557
1990-91 23 ,373 8 .7 115 ,696 ,350 11 .9 4 ,9 50 3 0 ,104 ,76 0 83,591 ,590 5 ,2 8 0 ,6 1 2 82 ,765

*Repayment account t o t a l s  and d e fa u l t  ra te  are f o r  June 30 o f  each y e a r .  A l l 1985-86 data a re  as o f  January 24 , 1986.
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1 9 8 5 - 3 6  ALASKA STUDENT LOANS

PROGRAM STATUS (January 24, 1986)

Studen t  Level Number Amount Average Loan

Freshman 4,325 $20,819,066 $4,814
Sophomore 3,009 14 ,629,396 4,862
J  unior 2,275 11,282,137 4,959
Senior 2,252 10,818,533 4,804
Vocational 3,019 15,696,602 5,199

Undergraduate 14,880 $73,245,734 $4,922
Graduate 1,250 7,429,764 5,944

TOTAL 16,130 $80 ,675,498 $5,022

AVAILABLE FUNDS

FY86 Appropr ia t ion  
FY85 Carry-forward  
Federa l  Receipts  (GSL)

Estimated Receipts

Vocationa l Set-Aside 
C o l leg ia  te

$63,600,000 
3,352,877 

225,000 
$67,177,877 

11,879,790 
$79,057,667 
M5 ,811,533 
:;63,246,13 4

Sub- to ta l

Total

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

Student Level Alaska % O ut-o f -S ta te %

Freshman 2,250 52.0 2,075 48.0
Sophomore 1,459 48.5 1,550 51.5
Jun ior 1,027 45.1 1,248 54.9
Senior 1,000 44.4 1,252 55.6
Vocat ional 2,285 75.7 734 24.3
Undergraduate 8,021 53.9 6 ,859 46.1
Graduate 252 2 0.2 998 79.8

TOTAL 8,273 51.3 7,857 48.7

PERCENT IN-STATE PREVIOUS YEARS

Year Undergraduate Graduate All  Loans
1978-79 35.1 12.0 32.3
1979-80 36.1 12.3 33.3
1980-81 45.3 17.9 42.3
1981-82 47.3 23.8 45.0
1982-83 53.1 23.4 50.4
1983-84 53.3 21.9 50.5
1984-85 56.7 21.7 54.0
1985-86 (1-24-86) 53.9 20.2 51.3
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ATTENDANCE PATTERNS

Foe a number of y ea r s  the re  has been a p a t t e r n  of in c reased  a t tendance  in 
Alaska.  However, the o u t - o f - s t a t e  a t t en d an ce  has  been s u r p r i s i n g l y  
c o n s i s t e n t .  As can be seen in Figures 1 and 2, and Tables 2 and 3 ,  t h e r e  
i s  a very  heavy dominance o f  a t tendance  in the West. Afte r  Alaska,  the 
top f i v e  s t a t e s  of p re fe rence  have c o n s i s t e n t l y  been Washington, Oregon, 
C a l i f o r n i a ,  Arizona,  and Colorado.
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•  * [7TTT1 Over 200 students 
IS5S 100-199 students 

51-99 students 
21-50 students 

r — I 0-20 students

FIGURE 1
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING 

STATE LOANS FOR UNDERGRADUATE EDUCATION IN 1984-85



EZZZ3 Over 100 students 
I I 19-100 students 

1-18 students 
I j No students

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



TABLE 2
DISTRIBUTION OF ALASKA STATE LOANS 

FOR STUDENTS ATTENDING IN ALASKA 
(1985-86 Loans as of November 15, 1985)

___________1985-86________
I n s t i t u t i o n __________________________ No. Amount

U n iv e rs i ty  of Alaska, Fairbanks 1,884 $ 8,158,300
U nivers i ty  o f  Alaska,  Anchorage 1,504 7 ,193,575
Anchorage Community College 1,206 5 ,889,910
U n iv e rs i ty  o f  Alaska,  Juneau 303 1 ,508,525
Kenai Pen insu la  Community Col lege 271 1 ,365,525
Alaska P a c i f i c  Univers i ty 234 1 ,220,575
Alaska Masonry School 233 1,274,500
Alaska Computer I n s t i t u t e  of Technology 201 1 ,113,895
Bookkeeping Concepts 160 836 ,375
Alaska Technical  I n s t i t u t e 155 811,310
Matanuska-Susitna Community College 153 783,400
Alaska V ocat iona l-Techn ica l  Center 125 395 ,490
Tanana Valley  Community College 120 636,250
The Travel Academy 104 493 ,650
Sheldon Jackson Col lege 96 482,900
Alaska Business College 92 527,700
Alaska Vocationa l School 80 372,200
Tes t ing  I n s t i t u t e  of  Alaska 73 413,650
C l e r i c a l  S k i l l s  Tra in ing 65 342,000
Ketchikan Community College 54 269,750
New Anchorage Beauty School 47 258,250
Alaska Travel I n s t i t u t e 43 177,500
Air Cushion Guides,  Inc . 41 225,225
North P a c i f i c  Business i n s t i t u t e 39 220,300
Trend S e t t e r s  School of Beauty 38 220,490
Charter Col lege 36 201,200
Aviation Network 36 170,700
Prince  Will iam Sound Community College 35 183 ,900
Hutchison Career Center 35 152,250
Wilburs F l ig h t  Operation 32 174 ,400
Academy of Hair Design 32 167,500
Aviation North 31 169,890
Aero Tech F l ig h t  School 28 160,700
Elmendorf Aero Club 28 151,750
Kuskokwim Community Col lege 28 119,850
V ic to r ian  Academy o f  Cosmetology and Barbering 26 174,400
Is l a n d s  Community College 26 124,550
Kodiak Community College 25 123,650
Kotzebue Technical  Center 24 111,600
People Count,  Inc . 23 107,000
Fort  Wainwright Flying Club 21 116,800
New Concepts Beauty School 21 114,950
High Tech H e l ico p te r s 21 112,265
Anchorage Alaska School of Barbering 20 115,675
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TABLE 2 
(Continued)

1985-86
I n s t i t u t i o n No. Amount

Delta  Greely Rural Educational Center 20 OOOJ**o00

World S ecu r i ty  P o l ice  Academy 18 71,650
A1 aska Air Academv 17 102,000
Alaska Flying N o. k 17 97,000
St.  Herman's Theologica l  Seminary 17 71,150
Alaska School of P r o fe s s io n a l  F lo ra l  Design 17 36,750
Scruples  I I ,  Action School of  Broadcasting 15 70 ,350
American P a c i f i c  Aviation 14 75,000
Headquarters Barber & Beauty Academy 14 74,650
For t  Richardson Flying Club 13 72,000
Mat-Su Bush Flying 13 62,075
Vernair 12 66,250
L a r ry ' s  Flying Serv ice 11 63,000
Peninsula  Hair S ty l in g  Academy 10 43,800
A.I .R. Center 9 53,700
Peninsula  I n s t i t u t e  of  Welding Technology 8 46,950
Chapman College 6 29,550
Alaska Bible  College 6 26,200
Fairbanks Beauty School 5 27,600
Action H el icop ter 5 27,000
U n iv e rs i ty  of LaVerne 5 25,500
Amicus Curiae  School of Court Reporting 2 12,000
Chukchi Community College 2 8,500
Northwest Community College 2 7,950
U niv e rs i ty  of Alaska, Rural Education 2 7,200
S a t e l l i t e  Technicians  Applied Research and

Development 1 6 ,000
A rc t i c  Bible  I n s t i t u t e 1 3,050

TOTAL 8,111 $39 ,185,400
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TABLE 3
INSTITUTIONS AT WHICH AT LEAST FIFTY ALASKA 

STUDENT LOAN BORROWERS ATTENDED 
(1985-86 Loans as of November 15, 1985)

I n s t i t u t i o n No.
1985-86

Amount

‘ U n iv e rs i ty  of Alaska, Fairbanks 1,884
‘ U nivers i ty  o f  Alaska,  Anchorage 1,504
‘ Anchorage Community College  1,206
‘ U nivers i ty  o f  Alaska, Juneau 303
‘ Kenai Pen insu la  Community College  271

Univers i ty  o f  Washington (WA) 270
‘ Alaska P a c i f i c  U n ive rs i ty  234
‘ Alaska Masonry School 233

U n iv e rs i ty  of  Oregon (OR) 221
Oregon S ta te  Univers i ty  (OR) 215

‘ Alaska Computer I n s t i t u t e  of Technology 201
Arizona S ta te  U n ivers i ty  (AZ) 171
Northern Arizona U nivers i ty  (AZ) 171
Washington S ta te  U nivers i ty  (WA) 160

‘ Bookkeeping Concepts 160
Western Washington Univers i ty  (WA) 159

‘ Alaska Technical  I n s t i t u t e  155
‘ Matanuska-Susitna Community College 153

Brigham Young Univers i ty  (UT) 143
‘Alaska V ocat iona l-Techn ica l  Center 125
‘ Tanana Valley Community College  120

Univers i ty  o f  Puget Sound (WA) 113
‘ The Travel Academy 104

Cent ra l  Washington Univers i ty  (WA) 102
DeVry I n s t i t u t e  of Technology (AZ) 101
U nivers i ty  o f  Arizona (AZ) 98

‘ Sheldon Jackson College  96
‘ Alaska Business College 92
Willamette Univers i ty  (OR) 91
Univers i ty  o f  Idaho (ID) 82
Southern Oregon S ta te  Col lege (OR) 81

‘ Alaska Vocationa l School 80
Montana S ta te  Univers i ty  (MT) 79
Gonzaga U nivers i ty  (WA) 77

‘ Testing I n s t i t u t e  of Alaska 73
Univers i ty  o f  Montana (MT) 71
S e a t t l e  Univers i ty  (WA) 68

5,889 ,! 
1,508,! 
1,365 ,! 
1,553,! 
1 ,2 2 0 ,! 
1 ,274 ,! 
1,187,!  
1,157,( 
1,113 ,6

‘ Alaskan Schools
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TABLE 3 
(Continued)

/
I n s t i t u t i o n No.

1985-86
Amount

Denver Automotive & Diese l  College (CO) 67 386,800
♦ C l e r i c a l  S k i l l s  Train ing 65 342,000

U n iv e r s i ty  of Colorado, Boulder (CO) 63 346,450
Eas tern  Washington Univers i ty  (WA) 61 335,550
U n iv e r s i ty  of  Hawaii , Manoa (HI) 59 293,500
Lewis and Clark Col lege (OR) 59 215,000
Stanford U nive rs i ty  (CA) 58 345,550
P a c i f i c  Lutheran U n ive rs i ty  (WA) 57 312,000
S e a t t l e  P a c i f i c  U n ive rs i ty  (WA) 54 310,250
Colorado S ta te  U n iv e rs i ty  (CO) 54 308,950

♦Ketchikan Community College 54 269,750
West Coast Tra in ing  Serv ices  (OR) 52 216,300

♦Alaskan School
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ALTERNATIVES FOR AMENDING THE ALASKA STUDENT LOAN PROGRAM

The Alaska Commission on Postsecondary Education,  faced with denying 
loans to  thousands of Alaskans,  has explored a g r e a t  number of changes in 
the  loan program. During the  p a s t  year ,  seventeen such a l t e r n a t i v e s  have 
been examined. Two have now been adopted,  th re e  o th e r s  have been 
ta rg e ted  fo r  f u r t h e r  c o n s id e ra t i o n ,  and the o th e r s  have been d isca rded  as 
being und es i rab le  or unworkable. A sh o r t  summary of those  seventeen 
a l t e r n a t i v e s  i s  p re sen ted  here .

A l t e rn a t iv e s  adopted .

1. Require each borrower to  c o n t r ib u te  a t  l e a s t  $500 from a 
n o n - s ta t e - lo a n  source toward e l i g i b l e  loan i tems. The Alaska Student 
Loan Program does not r e q u i re  a needs t e s t  or needs a n a l y s i s  in  order  to  
q u a l i fy  fo r  a loan ,  but a borrower must l i s t  e l i g i b l e  c o s t s  and in d i c a t e  
what resources  a re  a v a i l a b l e  to  meet those c o s t s .  The loan amount w i l l  
not exceed the  d i f f e r e n c e  between those two t o t a l s .  The funding sources  
l i s t e d  on the  c u r r e n t  a p p l i c a t i o n  inc lude :

SEIG, Pe l l  Grant 
Paren ts
Student  Savings
Other Schola rsh ips  and Grants
WICHE
VA Benef i t s  
Other

I t  i s  c u r r e n t ly  e s t im ated  t h a t  between 70-75 p e rcen t  of a l l  1985-86 
ap p l i c an t s  l i s t  no re sources  a v a i l a b le  to  meet the  c o s t s  of t u i t i o n / f e e s ,  
room/board, and bo o k s / su p p l i e s .  Using t h i s  e s t im a te ,  the  $500 
requirement would r e s u l t  in a reduced program co s t  of around $4.0 t c  $4.3 
m i l l io n  in  1985-86, o r ,  could have the e f f e c t  of funding an a d d i t i o n a l
1,500 s tu d en t s .

Commission A c t ion . This requirement has now been adopted through 
re g u la t io n ,  20 AAC 1 5 .030 (c ) ,  fo r  a l l  loans  beginning with the  1986-87 
borrowing year .  The one problem with t h i s  a l t e r n a t i v e  i s  t h a t  i t  almost 
s o le ly  e f f e c t s  U n ive rs i ty  of Alaska s tuden t s  and v o ca t iona l  s tu d e n t s .

2. R e s t r i c t  loans  to  U.S. c i t i z e n s  or permanent a l i e n  r e s i d e n t s .
In order to  be e l i g i b l e  to  apply fo r  an Alaska Student  Loan, an 
ind iv id u a l  must be a two-year Alaska r e s i d e n t ,  or be a dependent o f  a 
two-year Alaska r e s i d e n t .  I t  i s  p o s s ib le  fo r  a non-U.S. c i t i z e n  to  move 
to Alaska,  wait  two y e a r s ,  and q u a l i fy  fo r  a loan.  In f a c t ,  the  loan may 
even be obta ined to  study o u t - o f - s t a t e  or o u t -o f - c o u n t ry .

The reduced program c o s t  would be q u i t e  smal l ,  probably l e s s  than $75,000 
to $100,000 per yea r .
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j u u i m p u m  i.

Commisson A c t ion . Upon fu r th e r  i n v e s t i g a t i o n ,  the Department of Law 
determined t h a t  the  res idency  requirement of  AS 14 .43.125 a c t u a l l y  
involves  two t e s t s .  One, the  a p p l i c a n t  must be an Alaska r e s i d e n t ,  and 
two, th e  a p p l i c a n t  must have been p h y s ic a l ly  p re sen t  in  AlaL.:a for two 
years .  The f i r s t  requirement o f  res idency  i s  f u r th e r  defined in 
AS 01.10.55 which s t a t e s  t h a t  to be a r e s i d e n t  (among o ther  th ings )  a 
person must d e c la re  res idency "with an i n t e r ;  to  remain a r e s i d e n t . "  By 
th e  terms of a s tu d e n t  v i s a ,  an in d iv id u a l  may not make such a 
d e c l a r a t i o n .  T he re fo re ,  we have ceased awarding loans to  s tu d en t s  
a t t e n d in g  school on a s tu d e n t  v i s a .

A l te rn a t iv e s  for fu r th e r  c o n s i d e r a t i o n .

3. Reduce the maximum loan a v a i l a b l e .  The 1981 L eg is la tu re  
inc reased  the  undergraduate borrowing maximum from $3,000 per year to 
$6,000 per y e a r ,  and the graduate  maximum from $5,000 to $7,000 per 
y e a r .  The next y ea r ,  th e  program experienced a 70 pe rcen t  in c re a s e  in 
borrowers and a 288 pe rcen t  inc rease  in loan funds reques ted .  A g r e a t  
number of s tu d en t s  who could not a f f o r d  f u l l - t i m e  sch o o l in g ,  now were 
enabled to a t t e n d ,  and program p a r t i c i p a t i o n  has remained high (with 
s teady  growth) s in ce  t h a t  t ime.

Reducing th e  borrowing maximum would d i r e c t l y  a f f e c t  the  c o s t  o f  the  
program. However, i t s  impact on in d iv id u a l  borrowers is  fa r  l e s s  
c e r t a i n .  We do no t  know the ba lance  between loan amount and denying 
access  to the  needy s t u d e n t .

Approximate r ed u c t io n s  in program cos ts  r e s u l t i n g  from reducing th e  loan 
maximum are:

T ran s la t in g  t h i s  in to  spreading  a v a i l a b l e  funds to more s t u d e n t s ,  th e  
reduced maximumj could mean 285, 595, or 1,476 a d d i t i o n a l  borrowers for 
the  $250, $500, and $1,000 r e d u c t io n s ,  r e s p e c t i v e l y .

Commission Act ion . The Commission considered t h i s  a c t i o n  in conce r t  with 
a l t e r n a t i v e  one l i s t e d  above. A r e g u la to ry  change reducing th e  borrowing 
maximum by $500 would, when combined with a l t e r n a t i v e  one, t r e a t  a l l  
borrowers eq u a l ly .  However, t h i s  a l t e r n a t i v e  was no t  adopted.  There
remains a good deal o f  ques t ion  as to whether an agency should "undo" a
l e g i s l a t i v e l y - e n a c t e d  s t a t u t e  with an a d m in i s t r a t iv e  r e g u l a t i o n .

4. E s ta b l i sh  a tw o - t i e r  loan program. The s t a t e  could continue to 
emphasize loans  as i t s  p r i n c i p a l  means of prov id ing  s tu d e n t  a s s i s t a n c e ,
bu t  i t  could o f f e r  two programs. The f i r s t  could be a v a i l ab le  to a l l
s tuden ts  in the  same manner as the  c u r re n t  program, except th e  borrowing

Amount of Reduction Reduced Cost

£ 250
£ 500
i i i , 0 0 0

i l l . 2 m i l l io n  
£12.5 m il l ion  
$6.2 m i l l io n



..laximum would be s e t  a t  $4,000. The second program would be need-based 
and a v a i l a b l e  for up to $3,000 in a d d i t i o n a l  loan funds i f  the  borrower 
could demonstrate (through a needs a n a ly s i s  mechanism) the need for the  
a s s i s t a n c e . <

I t  i s  f e l t  t n a t  th is  approach, d e s p i t e  r e q u i r in g  a d d i t i o n a l  s t a f c , would 
r e s u l t  in reduced loan fund demand. A l a r g e  m a jo r i ty  o f  borrowers  ».->uld 
not bother  with the supplemental  loan,  s in ce  so  few would q u a l i f y  and 
s ince  the  needs a na lys is  form i s  r a th e r  cumbersome. Estimated fund 
reduced demand would be about $8.0 to $10.0 m i l l i o n .

Commission Act ion . The absence o f  a needs t e s t  is  one o f  the most 
popular a spec ts  of t h e  Alaska Student  Loan Program. While remaining 
s t ro n g ly  opposed to a r equ i red  needs t e s t  for a l l  borrowers ,  the 
Commission f e e l s  t h i s  a l t e r n a t i v e  may be a necessa ry  compromise i f  demand 
continues  to exceed a v a i l a b le  funds.  This a l t e r n a t i v e  would r e q u i re  
s t a t u t o r y  change.

5.  Define i n s t i t u t i o n a l  e l i g i b i l i t y  for s tu d en t  loan purposes as:
(1) being a c c r e d i t e d  by a n a t i o n a l  or r e g io n a l  a c c r e d i t a t i o n  a s s o c i a t i o n  
recognized by the  Council on Pos tsecondary  A ccred i ta t ion  (COPA); or (2) 
having been approved for a u th o r iz a t io n  to ope ra te  by the  Alaska 
Commission on Postsecondary  Education and having opera ted  for two 
consecu t ive  years  p r io r  to becoming e l i g i b l e .  Current  r e g u la t io n s  
provide t h a t  a school is  e l i g i b l e  to e n r o l l  s tuden t s  on Alaska Student 
Loans i f  th e  school is  a c c re d i t e d  or approved by the  Commission. The 
two-year requirement is  s im i l a r  to t h a t  needed for f e d e r a l  VA b e n e f i t  
approva l ,  or for c e r t a in  a c c r e d i t a t i o n  minimums (AICS and NATTS). The 
l a r g e s t  impact o f  t h i s  change would be on v o c a t io n a l  borrowers and 
v oca t io n a l  schoo ls .  I f  t h e r e  were no "grandfa ther  c l a u s e , "  a number of 
p r iv a te  Alaska v o ca t iona l  schools  would become i n e l i g i b l e .  Only one 
v o ca t iona l  school c u r r e n t l y  has COPA-recognized a c c r e d i t a t i o n ,  and as 
many as 30 c u r re n t ly -a u th o r  ized v o c a t io n a l  schoo ls  have been in o p e ra t io n  
l e s s  than two year s .

The r e s u l t i n g  reduced program co s t  would be dependent upon whether or not 
e x i s t i n g  schoo ls  were "grandfa thered"  in.  I f  the  Commission imposed a 
s t r i c t  requirement o f  a c c r e d i t a t i o n  only,  the  reduced cos t  would be 
around $13.0 m i l l i o n .  I f  the Commission imposed a c c r e d i t a t i o n  and/or the  
two-year r u l e ,  with no "grandfa ther  c l a u s e , "  t h e  reduced co s t  would be 
around $6.1 m i l l i o n ,  and i f  the "grandfa ther  c lause"  were inc luded ,  the  
reduction would be n e g l i g i b l e .

Commission Action. Much of th e  c o n s id e ra t io n  of t h i s  a l t e r n a t i v e  
centered  on the is sue  of "grandfa ther ing"  e x i s t i n g  schoo ls .  Since 
g rand fa the r ing  r e s u l t e d  in such n e g l i g i b l e  s av in g s ,  no fu r th e r  a c t i o n  was 
tak en .
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A l t e r n a t i v e s  opposed .

6. Raise the g rade-po in t  requirements  for good s t a n d in g .  In order 
to r e c e iv e  a s tu d en t  loan ,  a borrower must be a t t e n d in g  school f u l l  time 
and be in "good s ta n d in g . "  Good s tan d in g  i s  def ined  by the  Commission 
(through r e g u la t i o n s )  as e n r o l l i n g  in and s u c c e s s f u l ly  completing the 
minimum f u l l - t i m e  s tu d en t  requirement  each term while  main ta in ing  a 
cumulative grade po in t  average (GPA) o f  2.0 for undergraduate  and 3.0 for 
graduate s t u d e n t s .  A dd i t iona l ly ,  no s i n g l e  term GPA may f a l l  below 1.5 
or 2.5 for undergraduate  or gradua te  s t u d e n t s ,  r e s p e c t i v e l y .

Two ac t io n s  a re  a v a i l a b l e .  The Commission could r a i s e  the  s i n g l e  term 
minimums, or the  Commission could r a i s e  the cumulative GPA minimums. 
Raising th e  s i n g l e  term minimum, to  1.8 and 2.8 or 2.0 and 3 .0 ,  would 
e l im ina te  some borrowers s ince  they would be dec la red  i n e l i g i b l e .  The 
l a r g e s t  impact would be on f i r s t  term freshmen having d i f f i c u l t y  
a d ju s t in g  to c o l l e g e .

Raising the  cumulative GPA would have a profound e f f e c t  across  a l l  
s tu d en t  l e v e l s .  I t  i s  es timated t h a t  r a i s i n g  the s in g l e  term GPA could 
r e s u l t  in reduced program costs  of $250,000, while  r a i s i n g  t h e  cumulative 
GPA could r e s u l t  in reduced program cos t s  o f  as much as $25.0 to $30.0 
m i l l i o n .

Commission Action. The e x i s t i n g  good-s tanding requirement meats the 
i n t e n t  of the s t a t u t e  and i s  no t  unduly p r o h i b i t i v e  or d i s c r im in a to ry .  
Raising the  requ i red  grade po in t  average would simply deny ed u ca t io n a l  
oppor tun i ty  to too many persons .  The Commission opposes t h i s  a l t e r n a t i v e .

7 . Award o u t - o f - s t a t e  loans  only i f  t h e  program is  u n ava i lab le  in 
Alaska.  This approacn has been debated in the L e g i s l a tu re  in  the p a s t ,  
and the problems are many. Should the choice o f  s t u d e n t s ,  who are 
incurr ing  a d eb t ,  be r e s t r i c t e d  in what could be viewed as an at tempt  to 
increase  i n - s t a t e  enrollments? I s  the  s t a t e  w i l l i n g  to fund the co s t  of  
g r e a t ly  in c reased  enro llments?  Who i s  to compare programs, i . e . ,  i s  a 
Music Degree a t  a s t a t e  school the  same as a t  J u l i a r d ,  i s  eng ineer ing  the 
same a t  a s t a t e  school as i t  i s  a t  M . I .T . , and so  on?

However, depending upon how "unava i lab le"  was de f ined ,  the  r e s u l t i n g  
reduction in loan fund demand could be r a t h e r  s u b s t a n t i a l .  On the 
average,  a s tu d e n t  borrowing to a t t e n d  i n - s t a t e  q u a l i f i e s  for a lower 
loan than one a t t e n d in g  o u t - o f - s t a t e .  Added to t h i s  i s  the  hypothes is  
th a t  a t  l e a s t  some s tuden t s  would a t t e n d  o u t - o f - s t a t e  even i f  the  loan 
program were u n a v a i l ab le .  This savings  would be o f f s e t  somewhat by the  
increased cos t  of  provid ing the educa t ion  i n - s t a t e ,  so a sound f i s c a l  
impact i s  d i f f i c u l t  to p r e d i c t .

Commission Action . The Commission is  opposed to  c r e a t in g  a f i n a n c i a l  
b a r r i e r  to  s tu d en t  choice.  This a l t e r n a t i v e  is  opposed.
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8. R e s t r i c t  loans to c o l l e g i a t e  borrowers .  The loan program was 
o r i g i n a l l y  e s t a b l i s h e d  to a s s i s t  c o l l e g i a t e  s t u d e n t s .  Vocat ional 
borrowers  were inc luded in 1971. I f  a l l  s t u d e n t s  cannot be accommodated, 
the  college'community should be served  f i r s t .  E l imina t ing  th e  v o c a t io n a l  
borrowers would reduce the  loan fund requ irement  by around $15 m i l l i o n .

Arguments a g a in s t  th i s  a l t e r n a t i v e  would be t h a t  q u i t e  o f ten  the s tu d en t s  
irt t h i s  c l a s s i f i c a t i o n  are  those most needing a s s i s t a n c e .  These s tu d en t s  
normally  borrow much l e s s  than co l lege  s t u d e n t s ,  s in ce  t h e i r  programs a re  
much sh o r te r  in d u ra t io n ,  and the  heavy r e p r e s e n t a t i o n  of  these  s tuden t s  
a t t e n d  in Alaska a l so  argues a g a i n s t  such an a l t e r n a t i v e .

Commission Act ion . The Commission opposed t h i s  a l t e r n a t i v e  and can f ind 
no sound b a s i s  for i t s  suppor t .

9 .  El iminate  the graduate  s tu d e n t  borrowing d i f f e r e n t i a l .  The 
borrowing maximum for g radua te  borrowers could be reduced to the same 
leve l  as undergraduate borrowers .  Graduate s tu d e n t s  tend to be older  
more e s t a b l i s h e d  s t u d e n t s ,  and hence ,  may be b e t t e r  able to absorb a 
por t ion  of th e  cos t  o f  co l lege  a t t e n d a n c e .  Quite o f ten  the  c r e d i t  hour 
cos t  is  e x ac t ly  the same for g radua te  and undergraduate  s t u d e n t s ,  and 
graduate  s tu d en t s  en ro l l  in fewer hours per term. The reduced loan 
demand r e s u l t i n g  from t h i s  a l t e r n a t i v e  would be around $500 ,000 per y ea r .

Commission Action . As with a l t e r n a t i v e  3 ,  such an ac t ion  by the 
Commission could be viewed as c ircumvent ing the  s t a t u t e s  adopted by the 
l e g i s l a t u r e .  Secondly, t h e  savings  may n o t  warran t  s i n g l i n g  out th i s  
group to impact.  The Commission opposes t h i s  a l t e r n a t i v e .

10. R e s t r i c t  loans  to v o c a t io n a l  borrowers and c o l l e g i a t e  borrowers 
above the freshman l e v e l .  Freshmen borrowers a r e  among th e  wors t  c r e d i t  
r i s k s ,  s in c e  q u i t e  o f ten  they do not complete t h e i r  programs o f  s tudy and 
a re  l e s s  l i k e l y  to f ee l  compelled to repay the  s t a t e  for b e n e f i t s  
r e ce iv ed .  E l iminating freshmen borrowers  would reduce the  loan fund 
demand by n e a r ly  $20 m i l l i o n .

Arguments a g a in s t  th i s  a l t e r n a t i v e  inc lude  t h a t  i t  works a g a in s t  
educa t iona l  o p p o r tu n i t i e s  and acce ss  and in many ways pena l i ze s  those 
i n d i v i d u a l s ,  who need a s s i s t a n c e  most.

Commission A c t ion . The Commission views t h i s  a l t e r n a t i v e  as undes i rab le  
and opposes i t .

11. El iminate  fo rg iv en es s ,  i f  a borrower r e s id e s  in Alaska a f t e r  
completion o f  the program s tudy for which a loan was o b ta ined ,  up to 
50 p e rcen t  o f  th e  loan may be fo rg iv en .  This fo rg iveness  ( p a r t i a l  
c a n c e l l a t i o n )  i s  earned a t  a r a t e  o f  10 percent per year o f  re s idence  
a f t e r  e n te r in g  repayment. This a l t e r n a t i v e  would r e s u l t  in  saving a 
g rea t  deal  o f  money ev en tu a l ly .  The only impact on the funding l e v e l  for
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the f i r s t  few years  would be the p o s s ib le  change in borrowing p a t t e r n s .  
I t  could be t h a t  persons would no t  borrow as much i f  they  d id  no t  
a n t i c i p a t e  only having to pay back h a l f .

I
Commission Action. The Commission suppor ts  main ta in ing  th e  fo rg iveness  
p ro v is io n s  and opposes t h i s  a l t e r n a t i v e .

12. Raise  the  i n t e r e s t  r a t e  charged on lo a n s .  The c u r r e n t  i n t e r e s t  
r a t e  on Alaska Student Loans i s  5 p e rc en t .  Federa l  Guaranteed Student  
Loans (GSL) c u r r e n t l y  have an i n t e r e s t  r a t e  o f  8 p e rc e n t .  An i n t e r e s t  
r a t e  o f  5 p e r c e n t ,  combined with  the  absence o f  a needs t e s t ,  provides  no 
d i s i n c e n t i v e  for borrowing as much as one can p o s s ib ly  borrow. A higher 
i n t e r e s t  r a t e  produces more income in four or f ive  years  and could r e s u l t  
in some borrowers borrowing l e s s .

Commission Act ion . The Commission, in adopt ing  a l t e r n a t i v e  one, 
a t tempted  to provide some immediate ease  to the  demand for a d d i t i o n a l  
loan funds.  Raising i n t e r e s t  does no t  impact the program for y e a r s ,  and 
while the  Commission opposes r a i s i n g  i n t e r e s t  a t  t h i s  t ime. I f  i n t e r e s t  
r a t e s  are  changed on a l l  su b s id iz e d  loan programs, an ad jus tment  may be 
a p p ro p r ia te  for s tu d en t  loans  as w e l l .

13. R e s t r i c t  loans to  s tudy  in the United S t a t e s .  Loans may 
c u r r e n t l y  be used a t  any approved pos tsecondary e d u ca t io n a l  i n s t i t u t i o n .  
In 1984-85 , 76 s t u d e n t s  borrowed to  s tudy  in e ighteen  fore ign  c o u n t r i e s .  
The loan program could be r e s t r i c t e d  for use in the  United S t a t e s .

The reduced program c o s t  o f  t h i s  a l t e r n a t i v e  i s  q u i t e  sm a l l ,  s in ce  i t  is  
b e l iev ed  t h a t  a number of s tu d en t s  would no t  s tudy  abroad w i thou t  the  
a s s i s t a n c e  o f  the  loan program. The n e t  r e s u l t  would be around $300 ,000 .

Commission Action. As with a l t e r n a t i v e  n in e ,  th e  Commission f e l t  the  
savings  to  be q u e s t io n ab le  j u s t i f i c a t i o n  for s i n g l i n g  ou t  t h i s  group of 
borrowers .  The a l t e r n a t i v e  i s  opposed.

14. Require a needs t e s t  and award loans  based upon demonstrated 
n e ed . I f  t h e r e  i s  not enough money to fund a l l  persons wishing to  
borrow, then those who can demonstrate the most need should re c e iv e  
s u p p o r t .  The s t a t e  could r e q u i r e  a l l  loan a p p l i c a n t s  to submit a needs 
a n a ly s i s  form ( s im i la r  to the  CSS F inanc ia l  Aid Form). The a p p l i c a n t  
would ob ta in  the  form, complete i t ,  and mail i t  and a p rocess ing  fee  to a 
re g io n a l  process ing  cente r  (probably C a l i f o r n i a ) .  The cente r would 
provide the r e s u l t s  to the  a p p l i c a n t  and to  the  Commission.

Since the r eg io n a l  process ing  would produce a f e d e r a l l y - d e f in e d  need 
l e v e l ,  i t  would be necessary  for the  Commission to use the  raw data  and 
r e - c a l c u l a t e  need based upon an Alaskan d e f i n i t i o n .  All persons meeting 
the  need c r i t e r i a  would be e l i g i b l e  for funding, and a l l  o th e r s  would be 
d e n ied .
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C r i t i c s  of t h i s  approach c i t e  p h i lo so p h ic a l  d i f f e r en c es  o f  r e ly in g  upon 
p a r e n t a l  income, home eq u i ty ,  e t c . ,  as f a c t o r s  in computing need. Others 
r e f e r  to the increased  requirement for s t a f f  a t  the  s t a t e  l e v e l  and the 
inc reased  process ing  t im e.

A s u b s t a n t i a l  amount o f  program cos ts  could be reduced—even with the  
inc reased  a d m in i s t r a t io n  c o s t s —depending upon how r e s t r i c t i v e  the 
d e f i n i t i o n  of need i s  made.

Commission Action. The Commission opposes t h i s  a l t e r n a t i v e  and any 
genera l  comprehensive needs requirement .  A l t e rn a t iv e  four  i s  be l ieved  to 
be much more d e s i r a b l e .

15.  Eliminate  the i n t e r e s t  subsidy  dur ing th e  grace year .  I n t e r e s t  
could be charged during the 12-month grace per iod  and added to the t o t a l  
indebtedness  when the s tu d e n t  e n t e r s  repayment.  Over a number of y e a r s ,  
t h i s  would produce q u i t e  a b i t  of program income, bu t  no t  much in the 
s h o r t  term.

Commission Action. The Commission opposes t h i s  a l t e r n a t i v e  s ince  i t  
simply places  an added f i n a n c i a l  burden to the  borrower a t  a time when 
unemployment i s  q u i t e  l i k e l y .

16.  Reduce the grace per iod  to  s i x  or n ine  months. The grace pe r iod  
i s  c u r r e n t ly  twelve months, and has  been s ince  the program began. By 
reducing th e  grace pe r io d ,  borrowers en ter  repayment e a r l i e r  and the  cash 
flow o f  the program is  g r e a t l y  a l t e r e d .  The n e t  e f f e c t  i s  z e ro ,  s in c e  
r e c e i p t s  in l a t e r  months a re  forgone for r e c e i p t s  in e a r l i e r  months.

The f e d e ra l  GSL program, a f t e r  moving from a twelve-month grade period to 
a six-month grace pe r iod ,  i s  now moving back up to  a nine-month grace 
pe r io d .  The reason for t h i s  r e v e r s a l  in  Congress was given as the
shor tened  grace per iod  r e s u l t e d  in inc reased  loan d e f a u l t s ,  and with the
government guaran tee ing  the lo a n s ,  the  r e s u l t  was a l o s s .

Commission A ct ion. The Commission opposes t h i s  a l t e r n a t i v e  and cannot
endorse r e p e a t in g  the mistake  o f  the f e d e ra l  program.

17. In c rease  f u l l - t i m e  d e f i n i t i o n  to 15 c r e d i t  hours  for 
undergraduate  s t u d e n t s .  This would reduce demand g r e a t l y ,  s in ce  i t  would 
e l im in a te  a l a r g e  number of borrowers .  The s tu d e n t s  would be forced to 
ca r ry  a heav ier  load and many would not meet good s t a n d in g .  I t  i s  
e s t imated  t h a t  t h i s  change could reduce fund demand by around $5 m i l l i o n .

Commission Action. The Commission opposes t h i s  a l t e r n a t i v e  s ince  i t  
f e e l s  i t  could unduly impact f i r s t - t i m e  freshman borrowers ,  p a r t i c u l a r l y  
those  from r u r a l  Alaska.
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION 
ADOPTED STATEMENT ON THE 

ALASKA STUDENT LOAN 
PROGRAM

The S ta t e  of Alaska can make no b e t t e r  commitment of re sources  than 
in v e s t in g  in the  educa t ion  of i t s  c i t i z e n s .  D i r e c t  support  of A laska ' s  
pu b l ic  e lementary,  secondary,  and pos tsecondary  school systems i s  v i t a l  
to  the  s t a t e ' s  continued growth and oevelopment. I t  i s  in the  b e s t  
i n t e r e s t  of the  s t a t e  to  provide  access  to  th e se  ed u ca t iona l  resources  
fo r  the  c i t i z e n s  of Alaska.

The b e s t  method of a ssu r in g  access  and o p p o r tu n i ty  i s  through the  d i r e c t  
p ro v is io n  of educa t iona l  s e r v i c e s ,  but t h i s  i s  not always p r a c t i c a l  or 
p o s s i b l e ,  p a r t i c u l a r l y  a t  the  pos tsecondary l e v e l .  There fore ,  the  most 
e f f e c t i v e  and e f f i c i e n t  method of a t t a i n i n g  these  goa ls  of access  and 
o p por tun i ty  i s  through a system of low i n t e r e s t  loans  which allow the  
s tu d en t s  to  choose the educa t iona l  s e t t i n g  most a p p ro p r i a t e  fo r  t h e i r  
p a r t i c u l a r  needs.

The Commission endorses and recommends the  c o n t in u a t io n  and fu l l - fu n d in g  
of the  Alaska S ta te  Student Loan Program. Amendments which r e s t r i c t  
access  by denying loans  to  groups of Alaskans,  e i t h e r  by design or by 
d e fa u lc ,  a re  v igorous ly  opposed.
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TABLE 4
STUDENT FINANCIAL AID ADMINISTRATION 

Personnel Summary 
P ro jec ted  to  1988-89

Accounts
Loan Awards Awards/ In Repayment/ Repayment Accounts/ Records Accounting/ Total S t a f f

Year Awards S t a f f S t a f f Repayment* S t a f f C le rks C lerk S t a f f Support Fu ll-T ime Seasonal

1971-72 1 ,081 2 .0 540 .5 0 0 0 N.A. 0 0 2 .0 0
1972-73 1 ,748 3 .0 582 .7 0 0 0 N.A. 0 0 3 .0 0
1973-74 1 ,6 65 3 .0 555 .0 0 0 0 N.A. 0 0 3 .0 1 .0
1974-75 1 ,457 3 .0 485 .7 1 ,6 26 2 .0 1 .0 1 ,6 2 6 .0 0 0 5 .0 1 .0
1975-76 1 ,719 3 .0 573 .0 2 ,1 53 4 .0 2 .0 1 ,0 7 6 .5 0 0 7 .0 2 .0
1976-77 1,921 3 .0 640 .3 2 ,775 4 . 0 2 .0 1 ,3 8 7 .5 0 0 7 .0 2 .0
1977-78 2 ,265 3 .0 755 .0 3 ,4 70 5 .0 3 .0 1 ,1 5 6 .7 0 1 .0 9 .0 4 .0
1978-79 2 ,7 95 4 .0 698 .8 4 ,289 7 .0 4 .0 1 ,0 7 2 .3 0 3 .0 14 .0 4 .0
1979-80 3 ,9 18 4 .0 979 .5 5,301 9 .0 6 .0 883 .5 0 5 .0 18 .0 0
1980-81 6 ,460 6 .0 1 ,0 7 6 .7 7 ,196 9 .0 6 .0 1 ,1 9 9 .3 0 5 .0 20 .0 4 .0
1981 -82 9 ,898 7 .0 1 ,4 1 4 .0 10 ,683 10 .0 6 .0 1 ,7 8 0 .5 1 .0 6 .0 24 .0 5 .0
1982-83 13 ,058 13 .0 1 ,0 0 4 .5 15 ,669 1 6 .0 1 1 .0 1 ,4 2 4 .4 6 .0 1 3 .0 4 8 .0 8 .0
1983-84 14 ,785 13 .0 1 ,1 3 7 .3 21,771 1 4 .0 1 1 .0 1 ,9 7 9 .2 6 .0 13 .0 46 .0 8 .0
1984-85 17 ,173 14 .0 1 ,2 2 6 .6 27 ,886 1 5 .0 11 .0 2 ,535 .1 6 .0 13 .0 4 8 .0 9 .0
1985-86* 16 ,130* 15 .0 1 ,0 7 5 .3 * 36 ,341* 1 5 .0 11 .0 3 ,3 0 3 .7 * 6 .0 13 .0 49 .0 6 .5

P ro je c t io n s

1986-87 18,431 15 .0 1 ,2 2 8 .7 46 ,280 15 .0 1 1 .0 4 ,2 0 7 .3 6 .0 1 3 .G 49 .0 6 .5
1987-88 18 ,950 15 .0 1 ,2 6 3 .3 55 ,123 19 .0 1 5 .0 3 ,6 7 4 .9 7 .0 15 .0 56 .0 8 .0
1988-89 19 ,325 15 .0 1 ,2 8 8 .3 63 ,380 22 .0 18 .0 3 ,521 .1 8 .0 1 6 .0 61 .0 9 .0
1989-90 21 ,493 16 .0 1 ,3 4 3 .3 72 ,557 24 .0 20 .0 3 ,6 2 7 .9 9 .0 17 .0 66 .0 9 .0
1990-91 23 ,373 17 .0 1 ,3 7 4 .9 82 ,765 27 .0 23 .0 3 ,5 9 8 .5 1 0 .0 17 .0 71 .0 1 0 .0

*Repayment account t o t a l s  are f o r  June 30 o f  each y e a r .  A l l  1985-86 data a re  as o f  1 /24 /8 6 .

Note: At 242 work days (normal work yea r minus h o l id ays  and two weeks annual leave -  no s ick le a v e . 1n 1985 -86 , 
each repayment c le r k  w i l l  be ab le  to  devote about 33 minutes per yea r  per account.

1/24/86
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TABLE 5
STUDENT FINANCIAL AID ADMINISTRATION 

COST OF ADMINISTRATION

TOO 200 300 400 500 Fu l l-T im e Part-Time
Year P e rs . Svcs. T ravel Contractua l Commodities Equipment T o ta l S t a f f  S t a f f

1971-72 N.A. N.A. N.A. N.A. N.A. N.A. 2 .0 - 0 -
1972-73 $ 45 .9 $ 3 .5 $ 2 3 .0 $ 1 .8 $ 2 .4 $ 7 6 .6 3 .0 - 0 -
1973-74 58.1 3 .9 23 .8 2 .3 .3 8 8 .4 3 .0 1 .0
1974-75 94 .6 3.1 3 5 .9 1 .4 5 .5 1 4 0 .5 5 .0 1 .n
1975-76 128 .8 4 .6 41.1 1 .9 2 .5 1 78 .9 7 .0 2 .0
1976-77 165 .9 6 .7 71 .6 4 .7 .7 2 49 .6 7 .0 2 .0
1977-78 261 .5 3.1 6 0 .3 5.1 5 .9 3 35 .9 9 .0 4 .0
1978-79 349 .4 6 .8 135.1 2 .0 2 .7 4 9 6 .0 1 4 .0 4 .0
1979-80 386.1 6 .6 1 81 .0 3.1 1 .2 5 7 8 .0 1 8 .0 - 0 -
1980-81 527 .5 41 .7 3 12 .5 11 .3 117 .9 1 , 0 1 0 .9 2 0 .0 4 .0
1981-82 835 .4 1 1 .8 4 38 .5 17.1 80 .8 1 ,3 8 3 . 6 2 4 .0 5 .0
182-83 1 ,4 5 4 .6 9 .3 8 45 .8 39 .5 78 .7 2 , 4 2 7 .9 48 .0 8 .0
1983-84 1 ,5 1 1 .3 28 .3 4 14 .4 4 8 .9 58 .4 2 ,0 6 1 . 3 4 6 .0 8 .0
1984-85 1 ,6 6 5 .7 7.1 3 22 .4 4 8 .9 2 6 .9 2 ,0 7 1 .0 4 8 .0 9 .0
1985-86* 1 ,7 3 2 .0 7 .0 341.1 58 .6 - 0 - 2 , 1 3 8 .7 49 .0 6 .5
1986-87* 1 ,7 3 2 .0 5 .3 4 11 .4 5 8 .6 - 0 - 2 , 2 0 7 .3 4 9 .0 6 .5

*1985 -86  f igu re s  a re  ad jus ted base, and 1986-87 a re  Governor's budget.
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IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 13 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to student loans; creating the

Alaska Student Loan Corporation; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.42 is amended by adding new sections to read:

ARTICLE 2. ALASKA STUDENT LOAN CORPORATION.

Sec. 14.42.100. CREATION OF ALASKA STUDENT LOAN CORPORATION.

There is created the Alaska Student Loan Corporation. The corporation 

is a public corporation and government instrumentality within the 

Department of Education but having a legal existence independent of 

and separate from the state. The corporation may not be terminated as 

long as it has bonds, notes or other obligations outstanding. Upon 

termination of the corporation, its rights and property pass to the 

state.

Sec. 14.42.110. PURPOSE OF CORPORATION. The purpose of the

corporation is to improve higher educational opportunities of resi­

dents of Alaska in accordance with the provisions of this chapter.

Sec. 14.42. 120. CORPORATION GOVERNING BODY. (a) The corpor­

ation shall be governed by a board of directors appointed by the 

governor consisting of four members of the Commission on Postsecondarv 

Education, each of whom is selected for the commission under AS 14.- 

42.015(a)(1) - (2), (4) - (6) or (8), and one member of the commission 

selected under AS 14.42.015(a)(3). Members of the board serve without 

compensation but a^p entitled to per diem and travel expenses

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

(b) The board shall elect a chairman from among its membership

at its annual meeting each year. A majority of the members constitute

a quorum for organizing the board, conducting its business and

exercising the powers of the corporation.

Sec. 14.42.130. MEETINGS OF THE BOARD. (a) The board shall 

meet at the call of its chairman and at other times as the board may 

determine in accordance with its regulations.

(b) Public notice of a meeting of the board at which the issu­

ance of corporation bonds is authorized shall be provided at least 24 

hours before the meeting.

Sec. 14.42.140. MINUTES OF MEETINGS. The board shall keep

minutes of each meeting and send a certified copy to the governor and 

to the Legislative Budget and Audit Committee.

Sec. 14.42.150. ADMINISTRATION OF AFFAIRS. The board shall 

manage the assets and business of the corporation and may adopt, amend 

and repeal bylaws and regulations, in accordance with the Admin­

istrative Procedure Act (AS 44.62), governing the manner in which the 

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

powers are exercised. The board shall delegate supervision of the 

administration of the corporation to the executive of the

corporation.

Sec. 14.42.160. EXECUTIVE OFFICER. The executive officer of the 

Commission on Postsecondary Education appointed under AS 14.42.040(a) 

shall serve as executive officer of the corporation.

Sec. 14.42.170. EMPLOYMENT OF PERSONNEL. The executive officer 

may hire employees of the corporation and, subject to the approval of 

the board, engage professional and technical advisors under contract 

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

HCS CSSB 13(Fin) -2-
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professional and technical advisors as independent contractors. The 

board shall prescribe the duties and compensation of corporation j 

personnel, including the executive officer.

Sec. 14.42.190. BUDGET. The operating budget of the corporation

is subject to the Executive Budget Act (AS 37.07).

Sec. 14.42.200. GENERAL POWERS. In addition to other powers 

granted in this chapter, the corporation may:

(1) sue and be sued in its own name;

(2) adopt an official seal;

(3) make and execute agreements, contracts and other in­

struments necessary or convenient in the exercise of the powers and

functions of the corporation, including contracts with any person or 

governmental entity;

(4) receive, administer and comply with the conditions and 

requirements respecting any appropriation or gift, grant or donation 

of property or money;

(5) borrow money as provided in this chapter to carry out 

and effectuate its corporate purposes and issue its obligations as 

evidence of the borrowing;

(6) include in borrowing the amounts to pay financing

charges, interest on the obligations for a period not exceeding one

year after the date on which the corporation estimates funds will 

otherwise be available to pay the interest, consultant, advisory and 

legal fees and other expenses necessary or incident to this borrowing;

(7) invest or reinvest, subject to its contracts with

noteholders and bondholders, money held by the corporation in obliga­

tions or other securities authorized for investments of the commis­

sioner of revenue under AS 37.10.070(a);

(8) collect from a borrower amounts owed with respect to a

-3- HCS CSSB 13(Fin)
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student loan the corporation has purchased;

(9) gather information on student loans available to resi­

dents of Alaska and disseminate the information to reasonably assure 

that qualified students are aware of financial resources available to 

those attending or desiring to attend institutions for which loans may 

be made under AS 14.43.090 - 14.43.325 or 14.43.600 - 14.43.700;

(10) service student loans held by the corporation;

(11) purchase or participate in the purchase of student

loans;

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

loans;

(13) sell or participate in the sale, either public or

private and on terms authorized by the board, of student loans to the

Student Loan Marketing Association or to other purchasers;

(14) collect and pay reasonable fees and charges in connec­

tion with the purchase, sale, and servicing of student loans;

(15) enter into agreements with the federal government, 

including guaranty agreements and supplemental guaranty agreements as 

described in the United States Higher Education Act of 1965, as neces­

sary to provide for the receipt by the corporation of administrative 

allowances and other benefits available under the United States Higher 

Education Act of 1965;

(16) administer federal money allotted to the state with 

respect to insured student loans and related administrative costs and 

other matters;

(17) consent to the modification of the rate of interest, 

time of payment of an installment of principal or interest, or other 

terms of a student loan purchased by the corporation;

(18) procure insurance against any loss in connection with

HCS CSSB 13(Fin) -4-
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the operation of its programs;

(19) provide advisory services to borrowers and other parti­

cipants in the corporation's programs;

[7(20) do all acts and things necessary, convenient or desir-\

able to carry out the powers expressly granted or necessarily impliec 

in AS 14.42.100 - 14.42.330.

Sec. 14.42.210. STUDENT LOAN FUND. (a) The student loan fund 

is established in the corporation. The student loan fund is a trust 

fund to be used to carry out the purposes of AS 14.42.100 - 14.42.330. 

The student loan fund consists of money or assets appropriated or 

transferred to the corporation and money or assets deposited in it by 

the corporation.

(b) Money and other assets of the student loan fund may be used

to secure bonds of the corporation, invested in the types of invest­

ments the commissioner of revenue may make under AS 37.10.070(a), or

used to purchase loans approved under AS 14.43.090 - 14.43.325 or

14.43.600 - 14.43.700. &  \^ 0 < \
A

(c) The corporation may not purchase student loans in excess of

the total amount of the previous fiscal year

under AS 14.43.090 - 14.43.325 and 14.43.600 - 14.43.700#wt

Sec. 14.42.220. BONDS OF THE CORPORATION. (a) Subject to (g) 

of this section, the corporation may borrow money and may issue bonds, 

on which the principal and interest are payable from its income and 

receipts or other assets or a designated part or parts of them.

(b) Bonds may be authorized only by resolution of the board. 

They shall be dated and may not mature more than 20 years after the 

date of issue. Bonds shall bear interest at the rate or rates, be in
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the denominations, be in the form, either coupon or registered, carry 

the registration privileges, be executed in the manner, be payable in 

the medium of payment, at the place or places, and be subject to the 

terms of redemption as provided by the resolution or a subsequent 

resolution.

(c) All bonds, regardless of form or character, are negotiable 

instruments for all the purposes of the Uniform Commercial Code 

(AS 45.01 - AS 45.09).

(d) All bonds may be sold at public or private sale in the 

manner, for the price or prices, and at the time or times that the
I

board determines.
| |

(e) Before issuance of any bonds, the board shall make provi­

sion, by agreement or otherwise, at least sufficient in the judgment 

of the board to pay the principal of and interest on the bonds as they 

become due and to create and maintain the reserves for the bonds the 

board considers necessary or desirable and to meet all obligations in 

connection with the agreement and all costs necessary to service the
i

bonds, unless the agreement provides that the obligations a- ° to be
i

met or costs are to be paid by a party other than the corporation.

(f) The superior court has jurisdiction to hear and determine 

proceedings relating to the corporation, including proceedings brought 

by or for the benefit of a holder of its bonds or by a trustee for or 

other representative of a holder.

(g) The corporation may not issue bonds during any fiscal year 

in an amount greater than $45,000,000 unless the legislature, by law, 

approves issuance of a greater amount.

Sec. 14.42.230. TRUST INDENTURES AND TRUST AGREEMENTS. An 

issue of bonds by the corporation may be secured by a trust indenture 

or trust agreement between the corporation and a corporate trustee, 

HCS CSSB 13(Fin) -6-
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(which may be a trust company, bank, or national banking association," 

with corporate trust powers, located inside or outside the state, or 

by a secured loan agreement or other instrument or under a resolution 

giving powers to a corporate trustee by means of which the corporation 

m a y :

(1) make and enter into any and all the covenants and 

agreements with the trustee or the holders of the bonds that the board 

determines to be necessary or desirable, including covenants, pro­

visions, limitations and agreements as to the

(A) application, investment, deposit, use and. disposi­

tion of the proceeds of bonds of the corporation or of money or 

other property of the corporation or in which it has an interest;

(B) fixing and collection of loan payments and other 

consideration for a student loan;

(C) assignment by the corporation o f its rights in a 

student loan or in a mortgage or other security interest created 

with respect to a student loan to a trustee for the benefit of 

bondholders;

(D) terms and conditions upon which additional bonds 

of the corporation may be issued;

(E) vesting in a trustee of rights, powers., duties, 

funds or property in trust for the benefit of bondholders, in­

cluding the right to enforce payment, performance and all other 

rights of the corporation or of the bondholders, under a student 

loan or a security interest created with respect to a student 

loan;

(2) pledge, mortgage or assign money, agreements, property, 

or other assets of the corporation either presently in hand or to be 

received in the future, or both; and

-7- HCS CSSB 13(Fin)
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(3) provide for any other matters that in any way affect 

the security or protection of the bonis.

Sec. 14.42.240. RESERVES AND CAPITAL RESERVES. (a) For the 

purpose of securing one or more issues of bonds of the corporation, 

the board may establish one or more special funds, called "capital 

reserve funds," and may pay into those capital reserve funds the 

proceeds of the sale of bonds and other money available to the 

corporation from other sources for the purposes of the capital reserve 

funds. A capital reserve fund may be established only if the board 

determines that the establishment of the fund would enhance the mar­

ketability of the bonds. Money in a capital reserve fund, except as 

provided in this section, may be used as required only for the (1) 

payment of the principal of, and interest on, bonds or of the sinking 

fund payments with respect to those bonds; (2) purchase or redemption 

of the bonds; or (3) payment of a redemption premium required to be
I

paid when the bonds are redeemed before maturity. However, money in a
!

capital reserve fund may not be withdrawn if the withdrawal would 1 

reduce the amount in the capital reserve fund to less than the capital 

reserve fund requirement, except for the purpose of making payment, 

when due, of principal, interest redemption premiums on the bonds, and 

sinking fund payments when other money of the corporation is not 

available for the payments. Income or interest earned by, or incre­

ment to, a capital reserve fund, from the investment of all or part of 

the fund, may be transferred by the corporation to other funds or 

accounts of the corporation if the transfer does not reduce the amount 

of the capital reserve fund below the capital reserve fund require­

ment. i
I

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

reserve fund, the bonds may not be issued if the amount in the capital 

HCS CSSB 13(Fin) -8-
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reserve fund is less than the capital reserve fund requirement, unless 

the corporation, at the time of issuance of the bonds, pledges to 

deposit in the capital reserve fund from the proceeds of the bonds to 

be issued or from other sources, an amount that, together with the 

amount then in the fund, is not less than the capital reserve fund 

requirement.

(c) In computing the amount of a capital reserve fund for the 

purpose of this section, securities in which all or a portion of the 

fund is invested shall be valued by a reasonable method established by 

the board by resolution. Valuation shall include the amount of inter­

est earned or accrued as of the date of valuation.

(d) The chairman of the board shall annually, no later than

January 2, certify in writing to the governor and the legislature the 

amount, if any, required to restore a capital reserve fund to the 

capital reserve fund requirement. The legislature may appropriate to 

the corporation the amount certified by the chairman. The corporation 

shall deposit the amounts appropriated under this subsection during a 

fiscal year in the proper capital reserve fund. Nothing in this 

section creates a debt or liability of the state.

(e) The board may establish reserve funds, other than capital 

reserve funds, to secure one or more issues of bonds of the corpo­

ration. The corporation may deposit in a reserve fund established

under this subsection the proceeds of sale of its bonds and other 

money available from any other source. A reserve fund established

under this subsection must comply with (a) - (c) of this section. The

corporation may allow a reserve fund established under this subsection 

to be depleted without complying with (d) of this section.

(f) In this section, "capital reserve fund requirement" means 

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

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

Sec. 14.42.250. VALIDITY OF PLEDGE. It is the intention of the 

legislature that a pledge made in respect of bonds shall be valid and 

binding from the time the pledge is made; that the money or property 

so pledged and thereafter received by the corporation shall immediate­

ly be subject to the lien of the pledge without physical delivery or 

further act; and that the lien of the pledge shall be valid and bind­

ing as against all parties having claims of any kind in tort, contract 

or otherwise against the corporation irrespective of whether the 

parties have notice. Neither the resolution, trust agreement nor any 

other instrument by which a pledge is created need be recorded or 

filed under the provisions of the Uniform Commercial Code (AS 45.01 - 

AS 45.09) to be valid, binding or effective.

Sec. 14.42.260. NONLIABILITY ON BONDS. (a) The members of the 

board and individuals executing the bonds of the corporation are not 

liable personally on the bonds or subject to personal liability or 

accountability by reason of the issuance of the bonds.

(b) The bonds issued by the corporation do not constitute an 

indebtedness or other liability of the state or of a political sub­

division of the state, except the corporation, but shall be payable 

solely from the income and receipts or other funds or property of the 

corporation. The corporation may not pledge the faith or credit of 

the state, or of a political subdivision of the state except the 

corporation, to the payment of a bond and the issuance of a bond by 

the corporation. Issuance of a bond by the corporation does not 

directly, indirectly, or contingently obligate the state or a politi­

cal subdivision of the state to apply money from, or levy or pledge 

any form of taxation whatever to the payment of the bond. . .
D e c a n t e d  3 > .  1

Sec. 14.42.265. UNDERWRITERS. After a S M M p H M K  the board 
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may select an underwriter only by using a competitive method.

Sec. 14.42.270. PLEDGE OF STATE. The state pledges to and 

agrees with holders of bonds issued by the corporation that the state 

will not limit or alter the rights and powers vested in the corpor­

ation under AS 14 .42. 100 - 14.42.330 to fulfill the terms of a con­

tract made by the corporation with the holders or in any way impair 

the rights and remedies of the holders until the bonds, together with 

the interest on them with interest on unpaid installments of interest, 

and all costs and expenses in connection with an action or proceeding 

by or on behalf of the holders, are foJ.ly met and discharged. The 

corporation is authorized to include this pledge and agreement of the 

state in a contract with the holders.

Sec. 14.42.280. EXEMPTION FROM TAXATION. The real and personal 

property of the corporation and its assets, income and receipts are 

declared to be the property of a political subdivision of the state 

and devoted to an essential public and governmental function and 

purpose, and the property, assets, income, receipts, and other in­

terests of the corporation are exempt from all taxes and special 

assessments or the state or a political subdivision of the state, 

including, municipalities, school districts, public utility districts 

and other taxing units. All bonds of the corporation are declared to 

be issued by a political subdivision of the state and for an essential 

public and governmental purpose, and the bonds, and the interest on 

them, the income from them and the transfer of the bonds, and all 

assets, income and receipts pledged fo  pay or secure the payment of 

the bonds, or interest on them, are exempt from taxation by or under 

the authority of the state, except for inheritance and estate taxes 

and taxes on transfers by or in contemplation of death. Nothing in 

this section affects or limits an exemption from license fees,
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property taxes, or excise, income or other taxes provided under other 

law, nor does it create a tax exemption with respect to the interest 

of a person, other than the corporation, in property, assets, income, 

receipts, or other interests.

Sec. 1 A.42.290. BONDS LEGAL INVESTMENTS FOR FIDUCIARIES. The 

bonds of the corporation are securities in which all public officers 

and bodies of the state, all municipalities, all insurance companies, 

associations, and other persons carrying on an insurance business, all 

banks, bankers, trust companies, savings banks, savings associations, 

including savings associations and building and loan associations, 

investment companies and other persons carrying on a banking business, 

all administrators, guardians, executors, trustees and other fidu­

ciaries, and all other persons are authorized to invest in bonds or 

other obligations of the state, may properly and legally invest funds 

including capital in their control or belonging to them. Notwith­

standing any other provisions of law, the bonds of the corporation are 

also securities that may be deposited with and may be received by all 

public officers and bodies of this; state and all municipalities for 

any purpose for which the deposit of bonds or other obligations of the 

state is now or may hereafter be authorized.

Sec. 14.42.310. OPERATION OF CERTAIN STATUTES EXCEPTED. (a) 

The corporation shall not be considered or constitute (1) a political 

subdivision of the state as the term is used in AS 37.10.085; (2) a

municipality as the term is defined in AS 01.10.060; or (3) except as 

provided in AS 14.42.190 and 14.42.320, a state agency as the term is 

used in AS 37; but for all other purposes the corporation constitutes 

a political subdivision and an instrumentality of the state.

(b) The funds, income or receipts of the corporation may not be 

considered and do not constitute money of the state, nor may real 
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property in which the corporation has an interest be considered land 

owned in fee by the state or to which the state may become entitled or 

in any way land belonging to the state, or state lard referred to in 

art. VIII of the Alaska Constitution.

Sec. 14.42.320. ANNUAL AUDIT. The financial records of the 

corporation shall be audited annually by the legislative auditor or by 

a certified public accountant approved by the legislative auditor. 

The legislative auditor may prescribe the form and content of the 

financial records of the corporation and shall have access to these 

records at any time.

Sec. 14.42.330. DEFINITIONS. In AS 14.42.100 - 14.42.330,

(1) "board" means the board of directors of the corpo­

ration ;

(2) "corporation" means the Alaska Student Loan Corpora­

tion.

* Sec. 2. AS 14.43.090(a) is amended to read:

(a) There is created a scholarship revolving loan fund. The 

fund shall be used to make scholarship loans to students selected 

under AS 14.43.090 - 14.43.160 and to pay the costs of collecting

student loans that are in default if those costs are not recovered 

from the student. Unless the instrument evidencing the scholarship 

loan has been sold to the Alaska Student Loan Corporation, [ALL]

repayments of principal and interest on a scholarship loan [LOANS] 

shall be paid into the scholarship revolving loan fund. If money

estimated to be available [FROM SCHOLARSHIP LOAN REPAYMENTS] is 

inadequate to fully fund estimated scholarship loans for any fiscal 

year, additional funding from the general fund may be requested and 

appropriated for that year.

* Sec. 3. AS 14.43.090 is amended by adding a new subsection to read:

-13- HCS CSSB 13(Fin)
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(d) The student financial aid committee may sell notes and other 

instruments evidencing scholarship loans to the Alaska Student Loan 

Corporation. Proceeds from the sale of notes and other instruments 

shall be deposited in the scholarship revolving loan fund.

b * Sec. 4. AS 14.43.120(d) is amended to read:

(d) scholarship loans may not be made to a student

(1) for more than five years of undergraduate study;

(2) for more than five years of graduate study;

(3) for more than a total of eight years of undergraduate

and graduate studyj_

(4) to attend an institution if the default rate on loans

made to students to attend the institution exceeds the program default 

rate by more than 150 percent.

* Sec. 5. AS 14.43.255(a) is amended to read:

(a) There is created a memorial scholarship revolving loan fund. 

The fund shall be used to provide educational scholarship loans to 

students selected under AS 14.43.250 - 14.43.325. Unless the instru­

ment evidencing the memorial scholarship loan has been sold to the 

Alaska Student Loan Corporation, [ALL] repayments of principal on a 

memorial scholarship loan shall be paid into the memorial scholarship 

revolving loan fund and shall be used to make new scholarship loans.

* Sec. 6. AS 14.43.255 is amended by adding a new subsection to read:

(c) The student financial aid committee may sell notes and other 

instruments evidencing memorial scholarship loans to the Alaska Stu­

dent Loan Corporation. Proceeds from the sale of a note or other 

instrument shall be deposited in the appropriate memorial scholarship 

loan fund.

* Sec. 7. AS 14.43.620 is amended to read:

Sec. 14.43.620. TEACHER SCHOLARSHIP REVOLVING LOAN FUND. There 
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is created a teacher scholarship revolving loan fund. The fund shall 

be used to make scholarship loans to students selected under AS 14.-

43.600 - 14.43.700. Unless the instrument evidencing the teacher

scholarship loan has been sold to the Alaska Student Loan Corporation, 

[ALL] repayments of principal and interest on a teacher scholarship 

loan [LOANS] shall be paid into the teacher scholarship revolving loan 

fund and shall be used to make new teacher scholarship loans. If 

estimated funds ava'.lable [FROM TEACHER SCHOLARSHIP LOAN REPAYMENTS] 

are inadequate to fully fund estimated teacher scholarship loans for 

any fiscal year, additional funding from the general fund may be 

requested and appropriated for that year.

* Sec. 8. AS 14.43.620 is amended by adding a new subsection to read:

(b) The student financial aid committee may sell notes and other 

instruments evidencing teacher scholarship loans to the Alaska Student 

Loan Corporation. Proceeds from the sale of the notes or other in­

struments shall be deposited in the teacher scholarship re\olving loan 

fund.

* Sec. 9. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).
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Dew  B u l i r r / U A A  V O I C E

ACPE student commissioner Rick Helms testifies at a recent hearing on HB  
161. Rep. Johne Binkley looks on.

The Alaska Student Loan Program 
is out o f money for college students 
this year, but lawmakers and loan o f­
ficials are working to bring more funds 
into the program.

However, the two groups have dif­
ferent angles. HB 161, affecting the in­
terest rates and frace period o f the 
loan, has passed through the Alaska 
House o f Representatives and will be 
under consideration hy the Senate 
Finance Committee in January. The 
Alaska Commission on Postsecondary 
Education (ACPE), the loan’s ad­
ministrative body, also meets in 
January to discuss two possible 
regulatory changes fo r the program.

ACPE commissioner Richard Helms 
commented on the current condition o f 
the program.

“ We’ re out o f  money for collegiate 
borrowers,”  Helms said. “ We’re not 
out o f money for Vo-tech (Voca­
tional/Technical) borrowers.”  Helms 
said the reason vo-tech money is still 
available is because the commission set 
aside a certain amount o f money this 
year, “ knowing that we were going to 
run out o f funds,”  since the vo-tech 
b o rrow e rs  d o n ’ t have the 
“ traditional”  collegiate year.

Helms said no money would be 
available fo r new borrowers next 
semester. Warning students not to ex­
pect anything, Helms said, “ what 
traditionally happens is that there will 
be a percentage o f students that will 
not maintain good academic standing, 
or they will drop out o f school or 
choose not to utilize their next 
semester’s loan. Therefore, those 
monies would revert back to the pro­
gram and there would be some monvy 
fo r students to borrow. We now have a 
waiting list and we’ ll take students on a 
first-come, first-served basis.”

Helms said the commission estimates 
the program “ will be unable to fund
1,500 students this year,"

The legislature’s effort to create 
more student access to the program is 
HB 161. The bill would increase the 
loan’s interest rate from five to eight 
percent and decrease the grace period 
from one year to six months. The bill 
also calls for a ramping o f the interest 
rate which would allow five percent in­
terest fo r the first three years o f repay­
ment, and additional interest for the 
next seven years, averaging eight per­
cent over the ten-year repayment 
period.

According to HB 161 *s fiscal note, 
prepared by the commission, on a
524,000 loan, a student would pay 
5254.56 a month for the first three 
years o f the lo?n and 5306.89 a month 
for the last seven ye|rs if the ramping is 
introduced.

The commission is seriously con­
sidering two regulatory changes, accor­
ding to helms. The first alternative in­
volves reducing the maximum loan 
available, from the present 56,000 (fo r 
undergraduates) to 55,500, which 
would save the program 52.5 million. 
Last year, more than 575 million was 
spent on student loans.

Another alternative under considera­
tion is to require each borroweKo con­

tribute at least 5500 from a non-state- 
loan source toward eligible loan items. 
According to a report on this alter­
native, the $500 requirement would 
result in a reduced program cost o f 
around 56.0 to 56.5 million, which 
could be used to fund an additional
1,500 students.

Helms remarked that if HB 161 
passes, the loan program will have con­
tinued good health, but "at the ex­
pense o f people who cannot borrow. It 
will reduce access considerably, and 
people who really need the loan pro­
gram to gain access to the educational 
mainstream will not be able to do it.”

Helms said that i f  the grace period is 
reduced, the commission will have to 
re-work its computer data system. 
Also, he said “ traditionally, students 
will have a break in their education for 
many reasons. It ’s not uncommon for 
students to return to school during the 
12-month grace period.”  With a 
shorter grace period, a student who 
goes back to school after six months 
would force the commission to spend 
money to hire more staff to handle the 
additional administrative work, he 
said.

See pg. 8, LAWMAKERS
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Lawmakers, commission seek money-saving alternatives
Cont. from pg. 1 

H elm s fe lt that reducing the grace 
pe riod  is “ going against the trend 
that's happening in the n a tion . A s a 
m atte r o f  fac t, the fede ra l governm ent 
ju s t recently  was lo ok in g  at the ir G S L  
(G uaran teed  Student L o a n ) p rog ram , 
and they ’ re th inking  o f  tak ing  that 
from  six m onths to  nine m on th s .”  

H e lm s po in ted  ou t that i f  one o r  
both  o f  the regu la to ry  changes a re 
passed by the com m ission , and H B  161 
passes, “ we w ill see a significant im ­
pact on  students. I f  the com m ission 
passes one  o f  those, that's going to  be a 
significan t im pact. I f  161 passes on  top  
o f  tha t, 1 d o n ’ t know  i f  w e'll have an 
effec tive lo an  p rog ram  an ym o re .”  

E ffectiveness is what the p rog ram  is 
a ll ab ou t. The p rog ram ’ s orig ins can be 
fo und  in a scho la rsh ip  lo an  p rog ram  
e s ta b lis h e d  b y  th e  1 9 6 8  s ta te  
leg is la tu re . The p rog ram  was amended 
in 1970 and restructu red in 1971 to  its 
existing fo rm . Since then , nearly

Wallet returned
Cont. from pg. 1 

The m oney was used to  buy a p lane 
ticket fo r  his w ife . She w ill re tu rn  to  
K o re a  at Ch ristm as to  see friends and 
fam ily , w hom  she hasn ’ t seen in seven

80 ,0 0 0  student lo an s , w o rth  S290 
m illio n , have been awarded to  A laska  
residents.

The A C P E ’ s 1984-85 A nnua l R eport 
on  A la ska  Student F inancia l A id  P r o ­
gram s says that cu rren tly , “ educa­
tio n a l loan s o f  up to  $ 6 ,0 0 0  and $7 ,0 00  
per yea r f o r  underg radua te  and 
graduate study , respectively , a re p ro ­
v ided to  e lig ib le state residents. A n  in­
centive o f  up to  50  percent cance llation 
is o ffe re d  to  those bo rrow ers who 
reside in A lr_ k a  a fte r com p le tion  o f  
the ir p rog ram s o f  s tu d y ."

T ha t “ in cen tiv e " is know n as 
fo rg iveness, and con tra ry  to  pub lic 
b e lie f, not everyone who gets a lo an  
gets fo rg iveness.

H e lm s said to  in voke  fo rg iveness, 
the graduate must meet three c rite ria .

“ F irst o f  a ll , to  invoke  forgiveness 
y ou  have to  get the degree that you 
to o k  the lo an  out f o r , ”  he said , ex­
p la in ing that i f  the student m arked 
“ B A ”  on  his lo an  app lica tion , that is 
the degree he must ob ta in .

“ Then you  have to  stay in the state 
o r  re tu rn  to  the state fo r  tw o years 
a fte r you  get the degree. Then you have 
to  app ly . I t ’ s not an autom atic-type 
th ing . I f  g ranted forg iveness, then you  
can take 10 percent o f f  the p rinc ip le  o f  
the lo an . Each year a fte r that, you  still

have to  in voke  forg iveness again . Y o u  
have to  be in the state. Y o u  can do that 
up to  five tim es, so th a t ’ s 5 0  percent o f  
the lo an  that can be fo rg iven , but o n ly  
i f  y ou  meet that c rite ria . A nd  very  few  
students in voke  fo rg iveness .”

H e lm s a lso  said that i f  the g raduate 
goes ou t o f  state fo r  a m aste r’ s degree, 
he cannot get fo rg iveness fo r  his 
underg raduate lo a n , since he w on ’ t be 
physica lly  present in the state fo r  the 
requ ired tw o years. H e  said that o n ly  
one ou t o f  every five  graduates even 
applies fo r  fo rg iveness, “ and everyone 
who app lies doesn ’ t necessarily get i t . ”  

T o  be e lig ib le  fo r  an A la sk a  student 
lo a n , a student must be an A la ska  resi­
dent fo r  24  m onths im m ed ia te ly  p r io r 
to  fi lin g ; be , o r  p lan to  be, a fu ll-t im e  
student in g ood  standing (cum ulative 
G P A  —  2 .0 , underg raduate ; 3 .0 , 
g r a d : . ’ e) du ring  the pe riod  fo r  which 
the funds are requested; attend an 
A C P E -a p p ro v e d  o r  n a t io n a lly  ac­
credited sch oo l; be, o r  p lan  to  be, 
e n r o l l e d  in  a c a r e e r  v o c a ­
t io n a l/ t e c h n ic a l p ro g ra m  o r  an 
associate , bacca lau ra te  o r  graduate 
degree p rog ram ; n o t have had loans 
under the p rog ram  fo r  m o re  than eight 
fu l l schoo l years; and  reapp ly  fo r  each 
year the lo a n  is desired.

fi j



A N C H O R A G E  C O M M U N I T Y  C O L L E G E  S T U D E N T  A S S O C I A T I O N

R e s o l u t i o n  Mo. P 6 -1 0 

By: V i r g i n i a  B e l k n a p

O P P O S I T I O N  O F  H P - 1 6 1

W H E R E A S  t h e  p r o p o s e d  c h a n g e s  s u g g e s t e d  in H B - 1 6 1  f o r  t h e  

S t u d e n t  L o a n  P r o g r a m  w o u l d  h a v e  a d r a m a t i c  e f f e c t  on the l i v e s  of 
s t u d e n t s ;  a n d

W H E R E A S  s t u d e n t s  h a v e  b e e n  f a c e d  w i t h  t u i t i o n  i n c r e a s e s ,  
r e d u c e d  c l a s s  t i m e ,  a c o s t  o f  l i v i n g  i n c r e a s e ,  p r o m i s e s  o f  p a i d  
n a r k i n g  in th e  n e a r  f u t u r e ;  and

W H F R E A S  t h e  r e d u c t i o n  o f  t h e  g r a c e  p e r i o d  f r o m  o n e  y e a r  to  
s i x  m o n t h s  w o u l d  c a u s e  f i n a n c i a l  b u r d e n s  t o  t h e  s t u d e n t  j u s t  
e n t e r i n g  the w o r k  f or ce ; and

W H E R E A S  t h e  U. S. H o u s e  o f  R e p r e s e n t a t i v e s  h a s  a p p r o v e d  a 
b i l l  t h a t  i n c r e a s e s  t h e  g r a c e  p e r i o d  f r o m  s i x  m o n t h s  to n i n e  

m o n t h s  f o r  t h e  5.3 m i l l i o n  s t u d e n t s  w h o  r e c e i v e  g u a r a n t e e d  
s t u d e n t  l o a n s  and  o t h e r  g o v e r n m e n t  e d u c a t i o n a l  f u n d i n g  a nd  t h a t  
b i l l  n o w  g o e s  to the U.S. S e nate; and

W H E R E A S  e d u c a t i o n  s h o u l d  b e  l o o k e d  o n  as a n  i n v e s t m e n t  in 
t h e  f u t u r e  o f o u r  p e o p l e ,  n o t  as a n  e x p e n s e  a n d  b u r d e n  on  
s o c i e t y ,

R E  IT T H E R E F O R E  R E S O L V E D  t h a t  t h e  A s s e m b l y  a d o p t  t h i s  
r e s o l u t i o n  as an o f f i c a l  and f o r m a l  e x p r e s s i o n  of o p p o s i t i o n  to 
H B - 1 6 1 , and

EE  IT F U R T H E R  R E S O L V E D  tha t t h is  r e s o l u t i o n  be f o r w a r d e d  to 
t he A l a s k a  L e g i s l a t u r e ,  t he  s t u d e n t  m e m b e r  of t h e  C o m m i s s i o n  on 

P o s t s e c o n d a r y  E d u c a t i o n ,  t h e  A S I N  r e p r e s e n t a t i v e  a n d  o t h e r  
s t u d e n t  g o v e r n m e n t s  in th e s t a t e  of A l a s k a .

R r u c k  P r u c k m a n ,  A C C S A  P r e s i d e n t
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Comments:

1. The $20.0 in contractual is for modifying the existing student 

loan on-line system to accommodate for individuals with loans 
carrying varying interest rates.

2. The monthly payments for borrowers would change upward the last 

seven years of the repayment cycle. Examples of the repayment 
schedule are:

Loan Amount Current 5% Delayed 8%

3. Forgiveness would be applied as it is now, with the State paying 

on behalf of the borrower up to 50% of the principal and 
interest accrued. Hence, the delayed impact of the 8% interest 
will actually provide a small additional incentive for 
forgiveness (about $26 on a $24,000 loan).

$ 1,000 
$24,000

$ 10.61 

$254.56
$ 10.61/$ 12.80 
$254.56/$306.89



TABLE 1

PROJECTED REPAYMENT WITH CURRENT 

PROGRAM TERMS

BORROWING YEAR

Tear

of

Inpact

FYH6 FY87 FY88 FY89 FY90 FY91 FY92 FY93 F 7 94
P I P 1 P 1 P I P I P I P I P I P I

FY66

FY87

FYfiB $1,769.6 $ 376.9

FY89 3,452.3 735.3 *1.702.1 $ 362.5

Ft 90 5.174.5 1,102.2 3,320.5 707.3 $1,777.5 $ 378.6

r 191 7.726.2 1.645.7 4,977.0 1.060.1 3,467.7 738.6 $1,853.9 $ 394.9

FY92 7.900.0 1.682.7 7,431.3 1,582.9 5,197.6 1,107.1 3,616.7 770.4 $1,930.6 $ 411.2

FY93 7,581.5 1,614.9 7,598.5 1.618.5 7,760.6 1,653.0 5,420.9 1.154.7 3.766.5 802.3 $2,018.4 $ 429.9
FY94 7,278.6 1.550.3 7,292.1 1,553.0 7,935.2 1.690.2 8,027.9 1.709.9 5,645.4 1,202.5 3,937.6 038.7 $2,110.2 $ 449.5

FY95 6.968.6 1.484.3 7.000.8 1.491.2 7,615.3 1,622.1 8,276.2 1.762.8 8,429.3 1.795.4 5,901.9 1,257.1 4,116.7 876.9 $2,206.2 $ 469.9

FY96 6.509.3 1,386.5 6,702.6 1 .427.7 7,311.0 1.557.2 7,942.5 2,075.2 8,618.9 1.835.8 8,812.3 1,877.0 6.170.3 1,314.3 4,303.9 916.7 $ 2,306.5 $ 491.3
FY97 6.478.0 1,379.8 6,260.9 1,333.6 6,999.6 1.490.9 7,625.2 1.624.2 8,271.4 1.761.8 9,010.5 1.919.2 9.213.1 1.962.4 6,450.9 1,374.0 4,499.6 958.4

FY93 5.026.9 1.070.7 6.230.0 1.327.2 6,538.3 1,392.6 7,300.4 1.555.0 7.940.9 1.691.4 8,647.2 1.041.9 9.420.3 2.006.5 9.632.1 2.051.6 6.744.3 1.436.5
F Y 99 3,647.1 776.8 4.035.0 1,029.9 6,506.9 1.386.0 6,831.2 1 .455.0 7.602.7 1.619.4 6,301.7 1,768.3 9.040.5 1,925.6 9,848.7 2,097.8 10,070.0 2.144.9

FYOO 2.234.9 476.0 3,508.0 747.2 5,049.3 1.075.5 6,706.5 1,445.5 7, >'02.6 1,512.9 7,940.2 1 .693.0 8.309.6 1,769.9 9.451.6 2,013.2 10.296.6 2.193.2

Assumptions: 1. General Fund appropriation remains constant at J60.0 million after FYB7.

2. The percentage of borrowers entering repayment, with a 12-month grace period, will be:

Percent Years After Borrowing

0.0 one year

22.4 two years

21.3 three years

21.8 four years

32.3 five years

2.2 six or oore

100.0

3. Borrowing rates will not be reduced If Interest Is Increased to 8 percent.



TABLE 2 

PROJECTED REPAYMENT WITH 

CSHB HI TERMS

BORROWING YEAR

tear

of

Irpact

FYH6 "Y87 FYB8 FY89 FY90 FY91 FY92 FY93 FY94

P I P I P I P I P I P I P I P I P I

FYbb

FYbJ i ¥_.o .\ M
F T 88 $1,769.6 $ 376.9 1.740.1 370.6 $ 39.7 f _ 5-5
F V 89 3.452.J 735.3 3.358.5 715.4 1.817.2 387.1 $ 41.4 $ 8.8

F190 5.174.5 1,102.2 5.015.0 1.068.2 3,507.4 747.1 1,895.2 403.7 $ 43.1 $ 15.0

FT91 7.726.2 1.645.7 7,431.3 1,582.9 5,237.2 1,115.5 3,658.1 779.2 1.973.7 686.8 $ 45.1 $ 15.7
FY92 7.900.0 1.682.7 7.598.5 1.618.5 7,760.6 1,653.0 5,462.3 1.163.5 3,609.6 1,325.7 2,063.4 718.1 $ 47.1 $ 16.4

F Y 93 7.581.5 1.614.9 7.285.3 1,551.8 7,935.2 1.690.2 8.094.1 1.724.0 5,688.5 1.979.6 3.962.6 1.385.9 2,157.2 750.7 $ 49.2 $ 16.8
F Y 94 7,278.6 1,550.3 6.994.0 1.489.7 7,608.1 1.620.5 8,276.2 1,762.8 8,429.3 2,933.4 5,946.9 2.069.5 4.163.8 1.449.0 2.255.4 764.9 $ 51.5 $ 17.9

F Y 95 6.96H.6 1.484.3 6,695.8 1.426.2 7,303.9 1,555.7 7.935.1 1.690.2 8,618.9 2.999.4 8.812.3 3,066.7 6.217.4 2.163.7 4,353.1 1.514.9 2,357.9 820.5

F Y96 6,509.3 1.366.5 6,261.0 1.333.6 6,992.5 1 .489.4 7.617.7 1.622.6 8,263.6 2,875.7 9,010.5 3,135.7 9.213.1 3,206.2 6,500.1 2,262.0 4,551.1 1.58J.B

F197 6,478.0 1.3/9.8 6,230.8 1,327.2 6,538.3 1.392.7 7,293.0 1,553.4 7,933.2 2,760.8 8,639.1 3,006.4 9.420.3 3,278.3 9.632.0 3,351.9 6,795.8 2,Jb4.S

FY98 5.026.9 1,0/0.7 4.803.9 1,023.2 6,506.9 1,386.6 6,b19.3 1.452.5 7.595.0 2,643.1 8.293.6 2,806.2 9.032.0 3,143.1 9.848.7 3,427.3 10,070.1 3,504.4

FY99 3,647.1 7/6.0 3,476.8 740.6 5,016.8 1.068.6 6.786.5 1.445.5 7,101.6 2,471.4 7,940.1 2,763.2 8,670.8 3,017.4 9,442.7 3,286.1 10,296.6 3.583.2

FYOO 2^234.9 4/6.0 2,118.5 451.2 3,630.8 773.4 5,232.4 1.114.5 7,067.5 2.459.6 7.424.3 2.583.7 7.551.7 2.628.0 9.064.8 3.154.6 9.B72.2 3.4J5.5

Assumptions: 4. The percentage of borrowers entering repayment, with a 6-month grace period, will be:

Percent Years After Borrowing

0.5 during first year

22.4 one year

21.3 two years

21.8 three years

31.8 four years

2.2 five or more years

100.0

5. Forgiveness benefits will be received by IB percent of the borrowers.

6. Default rate 1s not Included.
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TABLE 4 

FISCAL IMPACT OF 

61 INTEREST

BORROWING TEAR

far

f

-*ICt

FTB6 FT87 FV68 FTB9 FT90 FY91 FT 92 FT93 FT94 Total*

P I P I P I P I P 1 P I P I P I P 1 I P I

»S6

»87

MetJir-j ;* 2w.s / I  217.5

.. m w * $ 227.2 651.6

r 91 63b.1 443.2 $ 236.9 1.316.2

192 94V. 7 661.3 4b 2.2 S 246.7 2,319.9

f93 971.1 991.8 692.8 481.4 * 257.9 3.395.0

194 931.8 1.014.1 1,026.9 721.5 603.2 J 269.7 4,466.2

»9S

f<Jb

894.7 97J.3 1.067.7 1.077.2 754.3 526.1 S 281.9 5.565.2

Bbb.b • 934.3 1.246.1 1.101.5 1.126.2 788.5 550.0 I 294.8 6.697.0

197 8U0.2 894.S 974.5 1,057.1 1.151.5 1.177.4 624.4 575.0 7.464.6

f93 79b.3 83S.6 933.0 1.014.6 1,106.1 1,203.9 1,231.0 861.9 7,981.6
pi bl 7.9 831.6 873.0 971.6 1,061.0 1,155.4 1.259.7 1,2b6.9

<00 44b. 3 646.3 8b7.3 907.7 1.015.6 1.061.9 I 1.207.9 1.J15.9 7,472.1

DTE: Totals after FT94 will be effected by loans rude In FT95 and beyond.
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TO: Members, Senate Committee on Health Education and Social
Services

FROM: Committee Staff

RE: Committee Meeting, January 28, 1986

DATE: January 24, 1986

On Tuesday, January 28, from 1:30-3:30 pm in the Beltz Room, the 
Senate Committee on Health, Education and Social Services will 
receive a briefing on the state's student loan program.

The Scholarship Revolving Loan Fund provides low interest loans to 
eligible state residents for education at a postsecondary level. 
Since its origin in 1968, 80,000 student loans have been made, for 
a total of $290 million. Despite annual appropriations to the fund 
($63 million in FY 86), demand has outstripped the resources of the 
fund, and there are currently over 1200 students on the waiting 
list.

Dr. Kerry Romesburg, Executive Director of the Commission on 
Postsecondary Education, will present an overview of the program 
and discuss alternatives for meeting the short and long term needs 
of the fund.

In addition, the Committee will hear:

SCR 29, Relating to designating February 1986 as Community College 
Month.

On October 22, 1985, President Reagan proclaimed February ’1986
National Community College Month. SCR 29 affirms this designation 
and calls upon the people of the state to observe it with 
appropriate ceremonies and activities. Special events are planned 
at the 11 community colleges in Alaska.

A l a s k a
BETTYE FAHRENKAMP. Chairman 
ARL1SS STURGULEWSKI, Vice Chairman 
JOE JOSEPHSON  
PAUL FISCHER
EDNA ARMSTRONG-DE VRIES
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M E M O R A N D U M

TO: Kerry D. Romesburg, Executive Director
Postsecondary Education Commission

FROM: Senator Bettye Fahrenkamp, Chairman
Senate Committee on Health, Education and Social Services

DATE: January 22, 1985

RE: Presentation on student loans

This memo is to confirm your 1:30, January 28 presentation to 
the Senate Committe on Health, Education and Social Services on the 
state's student loan program. My interest, and I believe the 
interest of the committee, is in ensuring the long term stability 
of the program while meeting the short term cash requirements of 
the fund. Several approaches to meeting this goal have been 
proposed. I would appreciate your comments and insight on them as 
well as some general information on the origin of the loan program.

Specifically, I would ask that the following points be 
discussed:

History of the loan program
Date of enactment/stated purpose 
Original program/current program

Eligibility (residency, income level, academic 
standing, course of study)

Loan conditions (eligible expenses, forgiveness)
Loan terms (interest, repayment terms, maximum loan, 

default provision)

Discussion of the components of the Federal program or a model 
student loan program may be beneficial.

Loan activity
Annual income to the fund from repayments of principal 

and interest 
Annual legislative appropriations to fund 
Number of students being served (in state, out of state, 

average amount of loan)
Number of eligible students currently unserved 
Default rate, efforts to reduce



Alternatives
Many of the suggestions being made now have been discussed and 
considered in past years. Your perspective on their viability 
would be appreciated, as would information on the economic 
benefits of each alternative.

Reduce maximum loan amount by $500 
Require recipients to donate $500 toward eligible 

expenses
Increase interest rate (including graduated and 

fluctuating)
Reduce grace period
Deny loans for foreign study
Employ a needs test
Eliminate forgiveness
Limit loans to U.S. citizens
Other

I look forward to seeing you on Tuesday.
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ALASKA STUDENT LOAN PROGPAM

The Alaska Student Loan Program is one of the most successful programs 

offered by the State of Alaska. Its purpose is to provide low-interest 
loans to Alaskans wishing to pursue education and training at a 
postsecondary level. The program has grown from serving just over 1,000 

Alaskans, in 1971-72, to the current 1984-85 level of serving over 17,000 
Alaskans.

The Alaska Student Loan Program had its origin in a program of 

scholarship loans established by the 1968 Alaska State Legislature. This 

program was amended in 1970 and completely restructured in 1971, when the 
Legislature established the loan program generally as it exists at 
present. In the fourteen years of operation since then, nearly 80,000 

student loans have been awarded to Alaskan residents, for a total of 
nearly $290 million.

Educational loans of up to $6,000 and $7,000 per year for undergraduate 

and graduate study, respectively, are provided to eligible state 
residents. These loans, to be used only to offset the costs of tuition, 

room, board, and books, offer the borrower a ten-year repayment period at 
an annual interest rate of five percent. The loans may be used for
full-time attendance at any accredited or approved college, university,

or vocational-technical program. An incentive of up to fifty percent 
cancellation is offered to those borrowers who reside in Alaska after 
completion of their programs of study.

Program Summary ^

During the iSSOuft school year over 19,000 loans were awarded, and 17,173 

were finalized and used for postsecondary attendance. Of these 17,173

loans, 54.0 percent were for attendance in Alaska, and 46.0 percent were
for attendance out-of-state.

Undergraduate loans continue to dominate the loan volume, with only 7.9 
percent of the 1984-85 loans going for graduate study. The largest 

single group of loans were for freshman borrowers, who accounted for 28.8 
percent of all the 1984-85 loans.

Alaskans use these loans for study throughout the United States, and in a 

number of foreign countries. During the 1984-85 loan year, students from 
Alaska used state loans for attendance in every state in the Union and in 

eighteen foreign countries. The most frequent choice continues to be 

Alaska by more than a four-to-one margin over any other state.

- 2 -



Loan Award Amounts

The average loan award continued to rise sligntly in 1984-85, following 

the dramatic rise in 1981-82. when the borrowing maximums were raised. 

For 1984-35, an undergraduate average loan was $4,288 while the average 
graduate loan was $5,363. Out-of-state student loans continue to be 
higher, on the average, than in-state loans, due largely to non-resident 

tuition fees. This is graphically presented in Figure 1. It is 
anticipated that the trend toward higher average loans will continue in 

the years ahead as tuition rates continue to increase.

Table 1 contains average loan amounts by student level for tne last three 

years, 1982-83, 1983-84, and 1984-85. In general all loans, regardless 
of level, have steadily increased, for students attending in-state, and 
have leveled, or even dropped slightly, for those attending 

out-of-state. The out-of-state borrower averages a higher loan amount 
than the in-state borrower for every classification other than 
vocational.



Loan Repayments

The student loan program is based upon a revolving fund with the 

students' loan repayments being re-utilized for future student loans. 

Since 1971-72 (actually 1974-75, since there were no repayments -eceived 
the first few years), Alaskans have repaid nearly $32 million cn their 

educational loans. The volume of these revolving funds now contribute a 
significant portion of the loan account, and as can be seen in Figure 6, 

these repayments are rapidly increasing each year.

Also presented in Figure 6 is a representation of the forgiveness history 

of the student loan program. Students who reside in Alaska after 

completion of their course of study are eligible to have up to 50 percent 
of their loans forgiven. Beginning with the first such forgiveness in 
1974-75, the total amount of loan funds (including interest) which the 
State of Alasxa has forgiven has generally shown large annual increases, 

with the exception of 1979-80 when forgiveness benefits temporarily 

leveled. During 1984-85 nearly 4,300 Alaskans received partial 
forgiveness of their student loans. Increases are projected to continue 
over the next few years as larger numbers of students complete their 
educational programs.



Default

Nationally, student loans have a notoriously high default rate, and, 

unfortunately, Alaska's program also has experienced problems with loan 

collections. Although the Alaska program had been doing considerably 
better than the federal loan programs, the default rate began to rise 
during 1983-84. As can be seen in Table 6, the default rate had been 

steadily decreasing since the concerted effort began in 1975-76 to pursue 
these bad debts. However, during 1983-84 default volumes outstripped 
available manpower and the rate rose dramatically. In 1984-85, the loan 
program contracted with a private collection firm and the default rate 

has slowly begun to drop again. A default rate of 10.0 percent is the 
target for 1985-86.

TABLE 6 

ANNUAL DEFAULT RATES OF 
ALASKA STATE STUDENT LOANS 

1971-72 through 1984-85

LOAN YEAR DEFAULT RATE* (June 30)

1971-72 N.A.
1972-73 N.A.
1973-74 N.A.
1974-75 80.0%
1975-76 44.6%
1976-77 24.9%
1977-78 22.3%
1978-79 19.3%
1979-80 14.5%
1980-81 11.5%
1981-82 9.2%
1982-83 9.1%
1983-84 13.5%
1984-85 12.4%

*Default is 120+ days past due.

Statistical Data

In the Appendix are Tables 11-17 containing data on the Alaska Student 

Loan Program from 1971-72 through 1984-85. Information on the number and 
amounts of loans made annually to undergraduate and graduate students 
attending in-state and out-of-state is presented in Tables 11-14. Table 
15 contains summaries of the average size loan awarded each year, and 
Tables 16 and 17 contain data on institutions most frequently attended by 

Alaska Student Loan borrowers.

- 1 9 -
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January 15, 1986

MEMORANDUM

Senate

TO:

FROM:

All Members, Senate Finance Committee

Senator Jan Faiks, Co-Chairman1 
Senate Finance Committee

SUBJECT: House Bill 161

I received the following recommendations from the Student 
Financial Aid Advisory Committee of ACC and UAA over the 
telephone and was requested to relay them to the Finance 
Committee.

The recommendations are as follows:

1) Support restricting loans to United States 
citizens and permanent resident aliens only. They 
estimate a savings of $75,000 to $100,000.

2) Define institutional eligibility as being 
accredited by national or regional accreditation 
organization or having been approved by the 
Postsecondary Education Commission and having 
operated for 2 consecutive years prior to becoming 
eligible.

3) Reduce the maximum loan available to $5500. 
Estimate savings of $2.5 million.

4) Establish a two-tier loan program partially based 
upon need. Everyone would be eligible to borrow 
up to $4,000. Remaining $2,000 - $3,000 would be 
loaned using a needs based test. However, they'do 
not want to use federal standards of need because 
of Alaska's higher cost of living.

The Committee wanted to stress that they were most 
supportive of recommendations 1 and 2.

OUT OF SESSION

1024 WEST SIXTH AVENUE. SUITE 302 ANCHORAGE, ALASKA 99501 907-274-6611
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PROBLEMS WITH HB 161:

60'/. INCREASE IN INTEREST—  UJHY SHOULD THE STUDENT LOAN PROGRAM, 
WHICH HAS ONE OF THE BEST RECORDS FOR PAYBACK, BE SINGLED OUT FOR 
SUCH A HUGE INCREASE IN INTEREST?

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

THE BILL DOES NOT DO WHAT IT IS INTENDED TO DO

WHAT IS WRONG WITH THE STUDENT LOAN PROGRAM?

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

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

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

ALTERNATIVES TO HB 141:

1. CHARGE A DIFFERENTIAL RATE OF INTEREST 5X TO IN-STATE 
STUDENTS, SX 70 OUT-OF-STATE STUDENTS. EXEMPT THOSE STUDENTS 
ENROLLED IN DEGREE PROGRAMS NOT OFFERED WITHIN ALASKA.
OR
REQUIRE GRADUATION FROM AN ALASKA HIGH SCHOOL FOR STUDENTS WHO 

WANT A STUDENT LOAN TO ACQUIRE A DEGREE FROM OUTSIDE ALASKA IF. 
THAT PROGRAM IS ALSO OFFERED WITHIN THE STATE.

2. INSTITUTE A REALISTIC INCOME/NEEDS FORMULA FOR ELIGIBILITY ON 
THE LOW-INTEREST LOAN. SOME STUDENTS HAVE A PROBLEM WITH AN 
INCOME CEILING FIGURE OF * 2 0 , 0 0 0 .  NOBODY HAS A PROBLEM WITH 
* 5 0 , 0 0 0 .  A REALISTIC FIGURE IS PROBABLY SOMEWHERE IN BETWEEN.

3. ANOTHER SUGGESTION THAT WOULD BRING MONEY BACK INTO THE 
PROGRAM MORE QUICKLY IS TO CREATE INCENTIVES FOR EARLY PAYBACK. 
THE CURRENT PROGRAM OFFERS NO REASON FOR EARLY PAYBACK. PERHAPS 
A FIRST-5-YEAR AT 5 X , SECOND-5-YEAR AT 1 OX SCHEDULE WOULD DO IT?
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Offered: 5/9/85
Referred: Finance

Original sponsor: Binkley

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

SENATE CS FOR CS FOR HOUSE BILL NO. 161 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  to the i n t e r e s t  r a t e ,  loan condi­

t ions  and repayment provis ions  of schola rsh ip  loans; 

and providing for  an e f f e c t iv e  d a te . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.43.120(f)  i s  amended to read:

(f )  I n t e r e s t  on a loan given under AS 14.43.090 - 14.43.160 i s

at  the r a te  of e ight [FIVE] percent  a year  unless  the loan i s  in

d e fa u l t .  I n t e r e s t  on a loan th a t  i s  in  d e fau l t  i s  10 percent  a year

fo r  the period the loan i s  in  d e fau l t .

*  Sec. 2. AS 14.43.120(g) i s  amended to read:

(g) Repayment of the p r in c ip a l  and i n t e r e s t  on the loan begins 

no l a t e r  than s ix  months [ONE YEAR] a f t e r  the borrower 's  s tud ies  are 

terminated.  The loan s h a l l  provide fo r  repayment of the t o t a l  amount 

owed in  per iod ic  in s ta l lm en ts  in  not more than 10 years from the 

commencement of repayment, except as provided in  (k) and (m) of t h i s  

s ec t ion .  In t e r e s t  s h a l l  accrue as provided in  (f )  of t h i s  sec t ion ,  

but the borrower s h a l l  be allowed to repay the loan a t  a f ive  percent 

i n t e r e s t  r a te  for  the f i r s t  th ree  years of the repayment per iod ,  with 

the ex t ra  accrued i n t e r e s t  to be paid i.: l a t e r  years .  I f  the commis­

sion and the borrower agree to a d i f f e r e n t  repayment schedule,  the 

borrower s h a l l  repay the loan in  accordance with the agreement. A 

borrower may make payments e a r l i e r  than required by th i s  subsection.

* Sec. 3. This Act takes e f f e c t  July 1, 1985. *•

-1- SCS CSHB 1 6 1 (H E SS )



Senate HESS Committee
January 24, 1986

ORIGINAL

1) Increases interest rate from 5% to 8%.

2) Limits eligibility to only those who have graduated high
school within one year preceding application.

3) Requ_res a needs test for applicants.

4) Repeals the forgiveness clause.

HOUSE LOANS COMMITTEE

1) Increases interest rate from 5% to 8%.

2) Clarifies eligibility requirements (these provisions were 
included in HB 185, which was signed into law May 25, 1985)

HB 161, Relating to student loans.

3) Repeals the forgiveness clause.

HOUSE FINANCE COMMITTEE

1) Increases interest rate from 5% to 8%.

2) Reduces the grace period from one year to six months.

3) Provides for a "ramped" repayment schedule; the first 
years would be paid at a 5% interest rate, wi :h the 
accrued interest to be paid in later years.

three
extra

HOUSE FINANCE WITH FLOOR AMENDMENT

The house floor amendment has the same effect as provided for 
in SB 17, relating to consortium agreements, which was signed 
into law on May 6, 1985.

SENATE HESS COMMITTEE

Same as HOUSE FINANCE COMMITTEE.
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E ffec t o f  amendments. — The 19S4 "Methodist" in paragraph i2) o f subsection 
amendment substituted "Pacific" for (at.

C hapter 43. Scholarship, Loan, and G rant 
Program s for Postsecondary 

Students.
A rtic le
4. Scholarship Loan ProgTam <§§ 14.43 .090,14.43.095 , 14.43.100, 14.43.110. 14.43.115, 

14 .43 .120 ,14 .43 .125 .14 .43 .130 ,14 .43 .160)
7. Teacher Scholarship Loan Program (§§ 14.43.600 —  14.43.700)

A rt ic le  4. S c h o la rs h ip  L o a n  P ro g ra m .

Section Section
90. Scholarship revolving loan fund 120. Conditions of loans
95. Financial aid committee 125. E lig ibility o f students
100. Applications 130. [Repealed]
110. Undergraduate loans 160. Definitions
115. Graduate loans

Sec . 14 .43 .090 . S c h o la rs h ip  re v o lv in g  lo a n  fu n d , (a) There is 
created a scholarsh ip revo lv ing  loan  fund. The fund sha ll be used to 
m ake scholarsh ip loans to students selected under AS 14 .43 .090 —  
14 .43 .160 and to pay the costs o f  collecting student loans that are in 
de fau lt i f  those costs are not recovered from  the student. A ll 
repayments o f principal and in te rest on scholarship loans sh a ll be 
paid into the scholarship revo lv ing  loan fund. I f  money estimated to 
be ava ilab le  from  scholarship loan  repayments is inadequate to fu lly  
fund estimated scholarship loans fo r any fiscal yea r, additional 
fund ing from  the genera l fund m ay be requested and appropriated fo r 
th at year.

(b) [Repealed, § 31 ch 5 9  SLA  1982 .]
(c) [Repealed, § 31 ch 59  SLA  1 982 .] (§ 1 ch 98 SLA  1971; am § 1 

ch 156 SLA  1972 ; am §§ 1, 2 ch 136 SLA  1974 ; am § 1 ch 136 SLA  
1975; am § 31 ch 59 SLA  1982 ; AS 14 .40 .751 ; am § 1 ch 158 SLA  
1984)

E ffec t o f  am endm ents. —  The 1984 the first sentence and substituted "loan
amendment, in subsection (a), added "and fund” for ' fund shall be used to make new
to pay the costs o f collecting student loans scholarship loans" in the second sentence
that are in default i f  those costs are not and "money estimated to be”  for "funds" 
recovered from the student" at the end o f and "is" fo r "are” in the third sentence.
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Sec. 14 .43 .095 . F in a n c ia l a id  com m ittee , la ) The student fin an ­
cial aid committee is composed o f the members o f the A laska 
Commission on Postsecondary Education. The commission m ay de le­
gate its functions under AS 14 .43 .090 —  14 .43 .100 to a committee o f 
its members, w ith augmented membership as the commission con­
siders appropriate . The executive officer o f the commission is the 
executive secretary o f the committee. The A laska Commission on 
Postsecondary Education sh a ll adm in iste r the program  established by 
AS 14 .43 .090 — 14 .43 .160 .

(b) Members o f  the committee serve w ithout compensation but are 
entitled to per diem and trave l expenses au thorized by law  fo r boards 
and commissions.

(c) The committee sh a ll m ake an annua l report review ing the w ork 
o f the committee to the governor and the leg is la tu re .

(d) The committee sh a ll meet at least once a year. The meetings 
sh a ll be he ld a t the ca ll o f the chairm an o r upon petition by two 
members. (§ 1 ch 98 SLA  1971; am § 2 ch 156 SLA  1972; am § 5 ch 78 
SLA 1974 ; am § 3 ch 136 SLA  1974; AS 14 .40 .753 ; am § 57 ch 6 SLA  
1984)

E ffec t o f  amendments. —  The 1984 
amendment substituted "and the legisla­
ture" for "the legislature and the private

colleges and universities where students 
receiving tuition grants are enrolled”  in 
subsection tc).

Sec. 14 .43 .100 . A p p lic a t io n s , (a ) Applications sh a ll be subm itted 
to the executive secretary o f the committee.

(b ) A person whose loan application is not recommended or 
presented to the committee by the executive secretary may appeal to 
the committee th rough the chairm an o f the committee and the 
committee sh a ll consider the application . (§ 1 ch 98 SLA  1971; am § 3 
ch 156 SLA  1972; am § 4 ch 136 SLA  1974; AS 14 .40 .755 ; am § 58 ch 
6 SLA  1984)

>
E ffec t o f  amendments. —  The 19S4 

amendment deleted "or grant”  following 
"loan" in subsection <b>.

*

Sec. 14 .43 .110 . U n d e rg ra d u a te  lo a n s . The committee may make 
a loan , not to exceed $6 ,000  in any one school year, to an undergrad­
uate student e lig ib le under AS 14 .43 .125 . The committee m ay make a 
loan fo r a sum m er te rm , even i f  the to ta l loan fo r the school yea r 
exceeds the $6 ,000  m axim um , i f  the loan fo r the summer te rm  is 
counted against the $6 ,000  maximum  fo r the fo llow ing school year. 
(§ 1 ch 98 SLA  1971 ; am  § 6 ch 136 SLA  1974; am § 1 ch 153 SLA  
1978; am ii 1 ch 89 SLA  1981; AS 14 .40 .759 ; am § 1 ch 34 SLA  1985)
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R ev iso r ’s notes. — The amendments o f 

AS 14.43.095(a) by § 5. cfiSJS. SLA 1974 
and § 3. ch. 136, SLA 1974, arfc in conflict, 
the firs t act rew riting the subsection to 
provide that the A laska Commresion on 
Poslsecondary Education w ill actkis the 
financial aid committee, the second act 
changing the name and term o f members 
o f the existing financial aid selection cor... 
mittee. It. is considered, on the basis o f the 
legislative history, apparent legislative 
intent, and later effective date o f the first

11-
E d u c a t i o n

act, that the re-enactment b> ch 7- , 
1974 should prevail.

The last part o f subsection ict o f th;, 
tion is obsolete since the tuition pr„r,*. 
gram was repealed by Chapter y ; . 
1980 and Chapter 59, SLA IPm;

In subsection (a), AS 14.431.. 
14.43.160 was substituted for a re-,.-, 
to AS 14.40.751 —  14.40.806 to com -  
the renumbering o f those section- r . 

v »visor o f statutes under AS 111.05 ••

Sec. 14 .43 .100 . A p p lic a t io n s , (a ) Applications sh a ll be subtr.: 
to the executive secretary o ( the committee.

(b) A person whose loan  o rV -a n t application is not recommenci- 
presented to the committee by U^e executive secretary may appe. 
the committee th rough the ch a irrm h io f the committee and the com: 
tee sh a ll consider the application . (§ rx^h 98 SLA  1971 : am * 3 
SLA  1972; am § 4 ch 136 SLA  1974 ; A S \14 .40 .755 ) cr.

R ev iso r ’s notes. — The refe ence to 
"grant application" in subsection i b) o f this 
section is obsolete in light o f the repeal o f

the tuition grant program bv Cn.n 
SLA 1980 and Chapter 59. SLA

Sec . 14 .43 .105 . A d m in is t ra t io n  o f  p ro g ram . The executive m- 
ta ry  sh a ll adm in ister the program s subject to review  by the coini:,.: 
and in accordance w ith the regu lations prescribed by the comm::: 
The prom ulgation o f these regu la tions is subject to the Adminisir.i- 
Procedure Act (AS 44 .62 ), and a summary o f the regulations shu.. 
d istributed to each applicant. (S 1 ch 98 SLA  1971; am S 5 ch 13i;.«* 
1974; AS 14 .40 .757 )

Sec. 14 .43 .110 . U n d e rg b q du a te  lo a n s . The committee m ay  n:. 
a loan , not to exceed 86 ,000  in  ahy one school year, to an undercraou 
student elig ib le under AS 14.43?i^5. (§ 1 ch 98 SLA  1971: a m  : • 
136 SLA  1974; am § 1 ch 153 S L A \ 7 8 ;  am § 1 ch 89 SLA 19,*1. 
r  .40 .759 )

Rev 'so r's  notes. — AS 14.43.125 was 
substilued for AS 14.40.765 to conform to 
the renumbering o f that section by the 
revisor o f statutes under AS 01.05.031.

E ffec t o f  amendments. —  The 1978 
amendment increased the maximum

amount o f the loan from S2.5(K* 
S3.000.00.

The 1981 amendment subsu!-'^ 
"S6.000" fo r "S3.000" following r  • •- 
exceed."

Sec. 14 .43 .115 . G raduat& 'Joans. The committee may mak- a i •' 
not to exceed $7 ,000  in any one^chool year, to a graduate student »: 
is e lig ib le under AS 14.43.12^ abd is pu rsu ing an advanced de."-' 
(§ 1 ch 98 SLA  1971; am  $ 7 ch 136 Si<A 1974 ; am § 2 ch 89 SLA D -- 
AS 14 .40 .761 )

202

fja^ r’s notes. — AS 14.43.125 was E ffcc
iqtuted fo r AS 14.40.765 to conform to amendn
{^umbering o f that section by the ” $5,00(V
~ o f statutes under AS 01.05.031.

^ 14 .43 .120 . C on d it io n s  o f  lo a n s , it 
m ay on ly  be used fo r books, tu ition
and board.
‘'{'he loans may on ly be used to attend 

rvjllege o r un ive rs ity  approved by the c 
federally insured , by the Un ited States 

'to m ain ta in  a loan the student mu? 
•time student in good standing in a 

s e pr un ive rs ity  designated under (bl 
shall adopt regu la tions defin ing "got

Subsection.
Scholarsh ip loans may not be made--j- ------  „
jfol- m ore than five years o f undergr 
^or m ore than  five years o f gradual 
fo r m ore than a to ta l o f eight y<

£T*duate study.
( e )  Loans are interest bearing while a 
this section o r is receiving a deferment 

Hction; however, a student is entitled to 1 
;*id in accordance w ith (1) o f th is sectio: 
^ I n t e r e s t  on a loan given under AS 14 

jih ro f five per cent a year, 
rv .fg ) Repayment o f the principal and in 
r , 1 ^  than one yea r a fte r the borrower’?

a ll provide fo r repayment o f the ti 
...Lij^iUllinents in  not more than 10 year? 

„  v V q i^ e n t ,  except as provided in  (k ) a:
E . itc^mlssion and the borrow er agree to a r
S B A iV ^ r r o w e r  si a l l repay the loan in acc 

o^ver m ay make payments ea rlie r
p ■Hwy.iirity m ay not be required for ■ 

fb^made fo r payment o f attorney f< 
A  axe incu rred in  collection o f theica',* ,, ,I f  a loan is in de fau lt, the commis.- 

.•w .rtpaym en t o f the rem ain ing balar 
■the bo.Tower a notice by regist 
portion o f a loan  sh a ll be paid or 

[ijupon completion o f the course c 
'  the borrow er is a resident o f l!jv ,.,o f the loan that sh a ll be pa 

“■‘ig’es o f the to*tal loan received p 
p t  the to ta l l c " i :
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E ffec t o f  amendments. — The 1985 
amendment, effective May 24, 19S5, 
added the second sentence o f the section.

Sec. 14 .43 .115 . G ra d u a te  lo a n s . The committee m ay make a loan , 
not to exceed $7 ,000 in any one school year, to a graduate student who 
is e lig ib le under AS 14 .43 .125 a i s  pursu ing an advanced degree. 
The committee may m ake a loan fo r a sum m er term , even i f  the tota l 
loan fo r the school yea r exceeds the $7 ,000  m aximum , i f  the loan fo r 
the sum m er te rm  is counted against the $7 ,000  maximum  fo r the 
fo llow ing school year. (§ 1 ch 98 SLA  1971 ; am § 7 ch 136 SLA  1974; 
am § 2 ch 89  SLA  1981 ; AS 14 .40 .761 ; am  § 2 ch 34 SLA  1985)

E ffec t o f  amendments. —  The 19S5 
amendment, effective May 24, 1985, 
added the second sentence.

Sec. 14 .43 .120 . C o n d it io n s  o f  lo a n s , (a ) Proceeds from  scho la r­
ship loans m ay on ly be used fo r books, tu ition  and required fees, and 
fo r room  and board.

(b) The loans may on ly  be used to attend a career education 
p~ jg ram  o r a college or un ivers ity  approved by the commission, and, i f  
.me loans are fed e ra lly  insured , by the Un ited  States Comm issioner o f 
Education.

(c) To m a ir ta in  a loan the student must continue to be en ro lled  as a 
fu ll-tim e student i r  good standing in a career education program , 
college o r un ive rs ity  designated under (b) o f th is section. The 
commission sh a ll adopt regu la tions defin ing "good standing” fo r 
purposes o f th is subsection.

(d) Scholarsh ip loans may not be made t< a student
(1 ) fo r more than  five years o f undergraduate study;
(2 ) fo r m ore th an  five years o f graduate study;
(3 ) fo r more th an  a to ta l o f eight years o f undergraduate and 

graduate study.
(e) Loans are in terest bearing while a student is en ro lled  under (c) 

o f th is section ^  receiving a deferm ent o f payments under (k ) o f th is 
section; howevv , a student is en titled to have a portion o f the in terest 
paid in accordance w ith (1) o f th is section.

(f) In te rest on a loan given under AS 14 .43 .090 —  14 .43 .160 is a t 
the ra te  o f five percent a year un less the loan  is in  de fau lt. In te res t on 
a loan  that is in  de fau lt is 10 percent a year fo r the period the loan  is 
in defau lt.

(g) Repayment o f  the p rincipa l and in terest on the loan begins no 
la te r than one yea r a fte r the borrow er’s studies are term inated . The 
loan sha ll provide fo r repaym ent o f the to ta l am ount owed in periodic 
insta llm en ts in not m ore than 10 years from  the commencement o f 
repayment, except as provided in (k ) and (m ) o f th is section. I f  the
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a  nm ission and the borrow er agree to a d ifferen t repaym ent schedule, 
the borrow er sh a ll repay the loan in accordance w ith the agreement. 
A  borrow er m ay m ake payments e a r lie r than required by th is 
subsection.

(h) Security  m ay not be requ ired fo r the loans; however, provision 
sha ll be made fo r payment o f  attorney fees and costs o f court i f  e ither 
or both a re  incurred in collection o f the amount owed on the loan.

(i) I f  a loan  is in de fau lt, the commission sha ll notify the borrow er 
that repaym ent o f the rem ain ing  balance is accelerated and due by 
sending the borrow er a notice by registered or certified m ail.

(j) A portion o f  a loan sh a ll be paid on b eha lf o f the borro%ver by the 
state if, upon completion o f  the course o f  study fo r which the loan  was 
granted, the borrow er is a resident o f the state fo r a t least two years. 
The portion o f the loan  th a t sh a ll be paid by the state is the fo llow ing 
percentages o f  the to ta l loan received p lus interest up to a to ta l o f 50 
percent o f  the to ta l loan :

( ! )  two —  th ree yea rs residence in the state, 10 percent;
(2) th ree —  fou r years residi ace in the state, an additiona l 10 

percent;
(3) fou r —  five yea rs residence in the state, an add itiona l 10 

percent;
(4) five —  six years residence in  the state, an additiona l 10 percent;
(5) over six years residence in the state, an additiona l 10 percent.
(k ) Periodic in sta llm en ts o f  p rincipa l sh a ll be deferred, but interest

sha ll accrue and be paid un less the student is e lig ib le fo r interest 
payment benefits under (7) o f th is section during any o f the fo llow ing:

(1) re tu rn  to student status as provided in (c) o f th is section;
(2) se rv ing  an in it ia l period o f  up to six years on active duty as a 

member o f the armed forces o f the U n ited  States;
(31 serving , fo r up to th ree years , as a fu ll-tim e vo lun teer under the 

Peace Corps Act;
(4 ) serving , fo r up to th ree years , as a fu ll-tim e vo lun tee r under the 

Domestic V o lun tee r Service Act o f 1973;
(5) fo r a one-time period up to 12 months in which the borrow er is 

seeking and unab le to find employment in the Un ited States; or
(6) i f  the borrow er becomes 50 percent o r more disabled as certified 

by competent medical au tho rity .
(7) The state w ill pay the in te res t on that portion o f a loan  th a t is 

not fed e ra lly  insured du ring
(1) the period before the beginning o f the repaym ent period o f  the 

loan; and
(2) deferments under (k ) o f th is section.
(m ) In  case o f  hardship , the committee may extend repaym ent o f a 

loan fo r an add itiona l period o f up to five  years in increments no 
longer than 12 months each.

(n ) [Repea led by § 11 ch 8 9  SLA  1981 .]
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(o) The provisions o f ( j) o f th is section do not apply to a loan that is 
in defau lt.

(p) F o r purposes o f th is section, a person qualifies as a resident i f  
the person is physica lly  present in the state w ith the intent to rem ain 
perm anen tly in the state or, i f  not physica lly present in the state, the 
person intends to re tu rn  to the state and is absent due to m ilita ry  
service.

(q) F o r the purposes o f  th is section a loan is in de fau lt i f  a loan 
payment is 120 o r more days past due. (§ 1 ch 98 SLA  1971; am § 4 ch 
156 SLA  1972 ; am § 6 ch 78 SLA  1974; am  ii 8 ch 136 SLA  1974; am 
§§ 1 —  4 ch 99 SLA  1977 ; am  §§ 3 —  8 ch 87 SLA  1979; am §§ 3 —  9, 
11 ch 89 SLA  1981 ; am §§ 2 —  4 ch 158 SLA  19S4; am § 3 ch 34 SLA 
1985)

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

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

The 1985 amendment, effective May 24. 
1985, inserted "an in itia l period o f up to 
six years" in paragraph (2> o f subsection 
(k).

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

Sec. 14 .43 .125 . E lig ib i l i t y  o f  s tu d en ts , (a ) A person may app ly for 
and obtain a scholarsh ip loan  i f  the person

(1 ) is
(A ) en ro lled  as a fu ll-tim e  student in a career education, associate, 

baccalaureate, o r  g raduate degree program ; or
(B ) a graduate o f a h igh school o r the equivalent, or scheduled for 

g raduation from  a h igh school w ith in  six months, w ith sufficient 
credits to be adm itted to a ca reer education program  o r to an 
accredited college o r un ivers ity ;

(2 ) is not de linquent o r in de fau lt on a previously awarded 
scholarship loan ; and

(3 ) is a resident o f the state at the time o f application fo r the loan ; 
fo r purposes o f th is  section, a person qualifies as a resident o f the state 
i f  at the tim e o f app lication fo r the loan the person

(A ) has been physica lly  present in the state fo r a t least two years 
im m ediate ly before the tim e o f application fo r the loan ;

(B ) is dependent on a pa ren t o r guard ian fo r care, the pa ren t or 
guard ian has been present in the state fo r at least two years 
im mediate ly before the tim e o f application fo r the loan and the person 
has been present in  the state fo r at least one year o f the immediate ly 
preceding five years except th a t the commission may by a two-thirds 
vote, acting upon a w ritten appeal by the person, g ran t an exemption 
to the requ irem ent that the person has been present in the state fo r 
one yea r o f the im m ediate ly preceding five years;
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)

P

(C ) has been physica lly  present in the state, o r is a dependent o f a 
paren t o r guard ian who has been physica lly  present in the state, fo r at 
least two years im m ediate ly before the applicant was absent from  the 
state and the absence is due so le ly  to

(i) se rv ing an in itia l period o f  up to six years on active duty as a 
member o f the armed forces o f the Un ited States:

(ii ) se rving , fo r up to th ree years , as a fu ll-tim e vo lun teer under the 
Peace Corps Act;

(ii i) serving , fo r up to th ree years , as a fu ll-tim e vo lun tee r under 
the Domestic V o lun tee r Service Act o f 1973:

(iv ) requ ired medical care fo r the applicant o r the app lican t’s 
immediate fam ily ;

(v ) being a person who otherw ise qualifies as a resident and is 
accompanying a spouse who qua lifies as a resident under (i) —  (iv ) o f 
th is p a rag rap h ;o r

(D ) has been physica lly  present in  the state, o r is a dependent o f a 
paren t o r guard ian who has been physica lly  present in the state, fo r at 
least two years im m ediate ly before the applicant o r the paren t or 
guard ian was absent from  the state and the absence is due so le ly  to

(i) pa rtic ipating in a fore ign exchange student program  recognized 
by the commission;

( ii ) attending a school as a fu ll-tim e student;
( ii i) fu ll-tim e  employment by the state;
(iv ) being a member o f o r employed fu ll-tim e by the state ’s 

congressional delegation;
(v ) being a person who otherw ise qualifies as a resident and is 

accompanying a spouse who qua lifies as a resident under (i) —  (iv ) o f 
th is parag raph.

(b) A person does not qua lify  as a resident o f the state under this 
section i f  the person declares o r estab lishes residence in another state 
during an absence from  A laska . (§ 1 ch 9S SLA  1971; am S 10 ch 89 
SLA  1981 ; am  § 9 ch 67 SLA  19S3; am § 4 ch 34 SLA  1985)

E ffec t o f  am endm ents. — The 1983 
amendment, in paragraph (2) o f subsec­
tion lb) deleted "and” following "guardian 
for care" and added the language begin­
ning "and the person has been present" at 
the end o f the paragraph.

The 1985 amendment, effective May 2-1. 
1985, rewrote the section.

E d ito r's  not '. — Section 18, ch. 67, 
SLA 1983 provided: " I f  the two-year resi­

dency requirement for scholarship loans 
provided by AS 14.43.125 is declared 
unconstitutional o r otherwise invalid by a 
court o f competent jurisdiction, the Com­
mission on Postsecondarv Education shall 
adopt regulations to impose the most 
stringent residency requirement allow­
able under the Constitution o f the State of 
A laska and the United States Constitu­
tion on scholarship loan applicants.”
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14 .4  1.135 E d u c a t i o n

student loan program for residents of 
A laska to attend colleges and universities 
in A laska as compared with colleges and 
universities outside A laska:

"(2) the result o f this lack o f incentives 
is tha' 64.9 per cent o f a ll undergraduate 
student loans and 92.9 percent o f graduate 
student loans go to students attending col­
leges and universities outside Alaska;

"(3) the amount o f the average loan to 
undergraduate students attending col­
leges and universities in A laska is lower

than the average o f sim ilar loans in a ll but 
one o f the 10 western states and the 
amount o f the average loan for graduate 
students is the lowest in the West:

" i 4 i the funds spent on education in 
Alaskan colieges and universities go 
further than when the funds are spent out 
o f state: and 

” i 5 i it would be an aid to the Alaskan 
economy if the funds in the student loan 
program were spent for education in 
Alaskan colleges and universities.'

Sec. 14 .43 .135 . D is c r im in a t io n  p ro h ib ite d . The student loan pro­
gram  sh a ll be carried out w ithout regard to the race, creed, sex. color, 
ancestry, nationa l o rig in , o r membership in fra te rn a l o r political o iba- 
nizations o f the student app ly ing fo r the lean. <S 1 ch 98 SLA 1971; AS 
14 .40 .769 )

Sec . 14 .43 .140 . E n fo rc e a b i li t y  o f  c e rta in  c o n tra c ts  w ith  
m in o rs . A  w ritten  ob ligation entered into by a m inor at least 16 years 
o f age, evidencing a loan o r other assistance received by the m inor from 
any person fo r the purpose o f fu rthe ring  the m ino rs  education in a 
career education program  or an institu tion  o f h igher learn ing , is 
enforceable against the m inor w ith the same effect as i f  the m inor were, 
at the time o f its execution. 19 years o f age, i f  the person making the 
loan has before m aking the loan a certification from the institu tion 
that the m inor is en ro lled  in  the institu tion  o r has been accepted fo r 
en ro llm en t. (§ 1 ch 98 SLA  1971; AS 14 .40 .771 )

E d ito r ’s notes. — This section was 
redrafted by the revisor o f statutes to 
remove personal pronouns in conformity

with AS 01.05.0311c) and 5 4. ch. 58, SLA
,982.

m V 4'43'160: Definitions- In AS 11.43.090- 14.43.160

vocationahtechn6 ^  a . courses jon . nica tra in in g o r education approv d by the commis-

stnHr.r,fU^ut 'me stuc ênt means an undergraduate o r career education 
least 19 W °  1S en ro^ec* an^ is in re g u la r attendance at classes fo r .it 

semestei hours o f credit o r the equivalent during the s e m r» t r r  
cl U3 ê s ûc ên  ̂wh° *s en ro lled  and is in regu la r at,end.»r.<-«- j :

a aes o r a t least nine semester hours o f credit or the e q u iv a le n t  • 
com ination ol semester hours o f  credit, o r the e q u iv a le n t . u * .v re  
0 e requ isite num ber o f  semester hours and u n d e r ta k e n  •:...*•• c  - 

semester a t two o r more public o r private institution* f '■ ,-■*» 
education opera ting under a consortium  constitutes lu i i  
status;

2 -7



§ 14 .43 .130 A la s k a  S t a t u t e s  S u p p le m e n t § 14.43 .160

Sec. 14 .43 .130 . Selection criteria . [Repealed. ( 19 ch 67  SLA  19S3.]

Sec. 14 .43 .160 . D e fin it io n s . In  AS 14.43 .090 —  14 .43 .160
(1 ) '"career education”  means a course or program  in vocational- 

technical tra in ing  o r education approved by the commission;
(2 ) "commission”  means the A laska  Commission on Postsecondary 

Education:
(3) " fed e ra lly  insu red”  means a loan covered by the provisions o f 

the Guaranteed Student Loan Prog ram  o f T itle  IV , P a rt B , o f the 
H igher Education Act o f 1965 (P .L . 89-329), as amended;

(4 ) " fu ll-tim e student" means an undergraduate o r career education 
student who is en ro lled  and is in regu la r attendance a t classes fo r at 
least 12 semester hours o f  credit o r the equ iva lent du ring the 
semester o r a graduate student who is enro lled and is in regu la r 
attendance at classes fo r a t least nine semester hours o f credit or the 
equivalent; any combination o f semester hours o f  credit, o r the 
equiva lent, aggregating to the requisite number o f semester hours 
and undertaken during a semester at two or more public or private 
institu tions o f h igher education constitutes fu ll-tim e student status;

(5 ) "school y e a r”  means the period from  September 1 o f one year 
through August 31 o f the fo llow ing year;

(6 ) "summer te rm ” means the period from  .June 1 —  August 31. 
(§ 5 ch 156 SLA  1972 ; am S 8 ch 78 SLA  1974; am $§ 18 —  20 ch 136 
SLA  1974; am § 5 ch 136 SLA  1975; am £ 7 ch 246 SLA 1976; am 5 
—  7 ch 99 SLA 1977 ; am § 9 ch 87 SLA  1979; am § 11 ch 89 SLA 
19S1; am § 59 ch 6 SLA  1984; am § 5 ch 34 SLA  1985; am S 1 ch 52 
SLA  1985)

Rev iso r's notes. — Reorganized in 
1985 to alphabetize the defined terms.

E ffec t o f  amendments. — The 1984 
amendment repealed former paragraph 
(3), which defined "part-time student."

The first 1985 ami ""ective
May 24 ,1985 , added p <

The second 1985 amendment, effective 
May 31, 19S5 deleted "operating under a 
consortium" following "higher education" 
near the end of paragraph (4).
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M E P O  R A >1 0 U M

TO: Members, Senate Committee on Health, Education and Social
Services

FROM: Committee Staff

P.E: Committee Meeting, May 9, 1PP5

CSHB .1.61 (FIN) Relating to the interest rate and repayment 
provisions of scholarship loans; ofd

CSHB 161 (FI*) would increase the Student Scholarship Loan Prccrf.m
cash flev.7 bv:

1) increasing the interest rate from 5% to 8%;

2) rolling back the grace period (the time between graduation and
commencing repayment cf the loan); from one year to si:-: months;

3) restructuring the repayment schedule by calculating the first:
3 payments at 5% interest rate with the additional interest
to be paid in later years.

** None of these provisions affect existing loans.

*•*' A Committee Substitute has been prepared which deletes an 
amendment thar was added on the House floor. The amendment has the 
same affect as provided for ir. SB 17, relating to consortium 
agreements, which passed the House today and has been transmitted 
to the Governor's office.



Offered: 4/29/85
Referred: Rules

Original sponsor: Binkley

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 S C S  CS FOR HOUSE BILL NO. 161 (Finance) am n e s s

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act e n t i t l e d :  "An Act r e l a t i n g  to the i n t e r e s t  r a t e ,  loan condi-

7 t ions  and repayment provis ions  of scho la rsh ip  loans;

8 and providing fo r  an e f f e c t iv e  d a te . "

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 '—■'1 See t i on 1.— A6 - 14-t43 i l20(e)—iO' amendod -to--road< ■

-F2------------ ere—a f u l l - t im o - c tu d o n t  i n  good E t-an d j.ng -,—or  a s—a—p-irfc^txmd—sJ-.ud a n t  - i n

4  3------------ g a o d am end ing—i n - m ore—th o n  one — - f »g— a— ko-kal— numba r .

4  4----------- e-y^d-i-t-6- e^ui-va l-ont to --a—f u l l - t  ime--s tuden t --in -a  ca re ar education pro ■

4  5--------gram) oo-l-l-ego— » r-university d&s-i-gnated—under— -(-b-)— af— th-i-s— seG-t-i-on-. The ■

4 7 ............... p o o e -o -o -f --t:h i o- -oub'tHM) ti-iraFW

18 * Sec.Jjf. AS 14.43 .120(f )  i s  amended to read:

19 ( f )  I n t e r e s t  on a loan given under AS 14.43.090 - 14.43.160 i s

20 a t  the r a te  of e igh t  [FIVE] percent a year unless the  loan i s  in

21 d e fa u l t .  I n t e r e s t  on a loan tha t  i s  in  d e fa u l t  i s  10 percent a year

22 fo r  the per iod the loan i s  in  d e fa u l t .

23 * Sec^vjf .  AS 14.43.120(g) i s  amended to read:

24 (g) Repayment of the p r in c ip a l  and i n t e r e s t  on the loan begins

25 no l a t e r  than s ix  months [ONE YEAR] a f t e r  the  borrower 's  s tud ies  are

26 terminated.  The loan s h a l l  provide for  repayment of the  t o t a l  amount

27 owed in  pe r iod ic  in s ta l lm en ts  in  not more than 10 years from the

28 commencement of repayment, except as provided in  (k) and (m) of t h i s

29 sec t ion .  I n t e r e s t  s h a l l  accrue as provided in  (f )  of t h i s  sec t ion .

- 1 - SCS»CSHB 1 6 1 ( F i n )  am U 6 5 S



but the borrower shall be allowed to repay the loan at a five percent

i n t e r e s t  r a t e  fo r  the  f i r s t  th ree  years of the repayment per iod ,  with 

the  ex t ra  accrued i n t e r e s t  to be paid in  l a t e r  years .  I f  the  commis­

sion and the borrower agree to a d i f f e r e n t  repayment schedule,  the 

borrower s h a l l  repay the loan in  accordance with the agreement. A 

borrower may make payments e a r l i e r  than requ ired  by t h i s  subsection .

* S T h i s  Act takes  e f f e c t  Ju ly  1, 1985.

CSHB 161(Fin) am - 2 -



S t a t e  o f  A l a s k a

finance COMMITTEE 

SPEC IAL COM MITTEE ON ^ S h E R iES

POUCH  V 
JUNEAU ALASKA 9 3 3 ft  

(907)4654737

PO SOX TG65 
B EThEL  A l a s k a  9 9559  

.907«5O:9?2

R e p r e s e n t a t i v e  J o h n e  B i n k l e y

M E M O R A N D U M

TO: All Members, House of Representatives

FROM: Representative Johne Binkle

DATE: May 4, 1985

RE: CSHB 161 (Finance) - "An Act relating to the interest rate
and repayment provisions of scholarship loans; and providing 
for an effective date."

provide aid to Alask ow interest loans. It
is the most successful yiuyiam i,u m e  iiauuu. iu maintain this program 
and protect this opportunity for future generations we must make some 
small changes now.

The Student Loan Program has provided loans to -more than 50,000 
Alaskans since its inception at a total investment by the state of $285 
million. 16,992 students are currently receiving assistance for their 
education from the program. This year the state is looking to receive 
back just $10 million to help fund new applicants.

CSHB 161 (Finance) would put the Student Scholarship Loan Program on a 
stronger financial base. The bill would change current regulations in the 
following ways:

1. Increase the interest rate from 5% to 8%, a more realistic 
interest rate and still a relatively low figure in today's 
money markets.

2. Roll back the grace period (the time between graduation
and commencing repayment of the loan) from one year to
six months. The federal student loan program has 
previously made this identical change.

3. Restructure the repayment schedule, calculating the first
three years' payments at a 5% interest rate with the
extra accrued interest to be paid in later years. This 
pian would give a break to students in their years just 
out of school before most have fully established themselves 
in the working market. It would also apply more value
to the forgiveness clause.

The Alaska Student established in 1971 to


