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Register 94. July 1985

(i) Upon receipt of the request for hearing, the

chairman of the committee shall schedule a hear-
ing and shall notify the institution of the time
and place of the hearing and of 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(1) repealed 11/19/83;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 of 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) “committee” means the student financial
aid committee of 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(6) repealed 7/9/82;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 of study” means a
course of study, at least six weeks in duration,
which

(A) consists of the completion of 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 of that portion
of the hourly requirements which equals the
remaining portion of the school year;

(B) consists of the completion of 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 of that portion of the hourly
requirements which equals the remaining
portion of the school year: or

(C) for a career education program.

20-30.4
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(i) consists of the completion of a mini-
mum of 1.080 clock hours, as a clock
hour is defined in (9)(C) of this section,
withm one school year:

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

(iii) consists of the completion of that
portion of the hourly requirements of (i)
of this subparagraph which equals the por-
tion of 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
of 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 of 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 of nine
graduate semester, or quarter hours per
academic term;or

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

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

(if) two hours of laboratory, jhop train-
ing, or internship requiring outside
preparation;
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(iii) two hours of outside preparation
related to the activities specified in ti)
and (ii) of this subparagraph; or

(iv) three hours of laboratory, shop
training, or internship not requiring out-
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 of the submission date of his application
for a scholarship loan;

(13) repealed 7/9/S2;

(14) “total loan" means the total amount of
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-
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ment of Education. Office of 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;

(1S) “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. of 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
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CHAPTER 16.
EDUCATIONAL INCENTIVE GRANT
PROGRAM

Section
10.  Applicant eligibility
20.  Applicant priority
30.  Application procedure
40. Disbursement of 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 of study, according to the
standards and practices of 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.
(@) 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
considered

(1) are low-income applicants;

MISCELLANEOUS BOARDS. COMMISSIONS
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;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) of 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
of financial need.

(d) Distribution of funds remaining after
awards under (c) of this section have been made
will be made in the order of 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 #0276);

(4) complete the SEIG Student Application
Form and forward it to the financial aid office
of 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

20-30.6
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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 of 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 upona regular academic year
schedule and will not include a summer session
disbursement.

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

ing.

(c) The financial aid officer must certify on
the record of 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 of 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
of the record of 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

20-30.7
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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 of 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.

Ib) The executive secretary will acknowledge
receipt of 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 of the executive secretary may
be appealed to the student financial aid com-
mittee. The appeal must be made within 30 days
after the receipt of 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
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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 of 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 student’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 of Title IV of the Higher
Education Act of 1965, P. L. 89-329;

(7) “low income” means a demonstrated
financial need of S1500 or greater;

(8) “National Direct Student Loan Act”
means the National Direct Student Loan Act
provided for in Part E of Title IV of 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
student’s parent’s net income is S20.000 a
year or less; or

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

MISCELLANEOUS BOARDS. COMMISSIONS
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(10) “Supplemental Education Opportunity
Grant Program” means the Supplemental Educa-
tion Opportunity Grant Program provided fo- in
Subpart 2, Part A of Title IV of the Higher
Education Act of 1965. P. L. 89-329: aid

(11) “undergraduate” means a student pur-
suing a course of 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 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 1985-86 level of serving over 16,000
Alaskans. The true impact of this program is considerable, that is, the
financial assistance, not only to the individual, but to the individual's
family; the expanded educational opportunities afforded the citizens of
the state; the societal benefits of having a more highly trained and
educated citizenry; and the benefits to the state and the local
communities of having educational institutions and resources available to
meet current and future demands. AIll of these are related, either
directly or indirectly, to the availability of student loans. Alaska has
chosen to invest in the education of its people. Through these loans,
which are in large part repayable to the state, Alaska has committed
itself to providing opportunities and access to all those residents
seeking postsecondary education. The value of this commitment is
undeniable, but the program has now expanded to the point of placing a
significant annual demand upon the state treasury and creating the need
for greatly increased state staff'ng.

In the academic loan years of 1983-84, 1984-85, and again this year,
1985-86, loan demand has outstripped available funds, and thousands of
applicants have been turned away. The state is rapidly approaching the
time when some difficult decisions must be made concerning the future of
the student loan program. For the first time, borrowers in 1986-87 must
contribute at least $500 from a non-state-loan source toward their
eligible loan expenses. This alone will not solve the demand/
availability problem, but it is an indication of the types of changes and
alternatives which must be explored if the program is to be preserved for
future Alaskan students.



LEGISLATIVE HISTORY

The current -student loan program was created by the 1971 Alaska State
Legislature, however, it was based upon a program which originated in
1968. The 1968 Alaska State Legislature established a program of
Scholarship Loans (Senate Bill 378). These loans were for undergraduate
students studying in Alaska at an accredited institution. The student
could borrow up to $500 per year for up to four years. The loans were
non-interest-bearing and could be used only to meet the costs of books,,
tuition, and required fees (excluding room and board). If the student
lived in Alaska after ceasing study, the loans were forgiven at a rate of
$500 of loan indebtedness for each six months spent in Alaska.

This program was amended by the 1970 Alaska State Legislature after a
good deal of debate (based upon the bill number for the adopted
legislation - FCCS SCS CSHB599). Loans now were for up to $750; could be
used at any accredited college or university, could be used for books,
tuition, room and board, and required fees; and were eligible for
forgiveness at a rate of $750 of loan indebtedness for each full year
spent in Alaska. The loans were still restricted to undergraduate
students and were still non-interest-bearing.

In 1971, the Alaska State Legislature once again looked at student loans
and passed CSHB415 (Finance) am S. This bill created the true framework
for the present student loan program. Under the 1971 program, stu ent
loans could be obtained for undergraduate study, graduate study, and
career education programs. Undergraduate students and career education
students could borrow up to $2,500 per year and graduate students could
borrow up to $5,000 per year. Students could borrow for up to six years
of study. Loans were to bear interest at a rate of 5 percent and could
be used for books, tuition, room and board, and required fees.
Forgiveness was limited to 40 percent of the total borrowed (plus
interest), and was accrued in 10 percent increments for each year of
employment in Alaska after the grace year.

The loan program experienced minor amendments on a number of occasions,
but remained relatively unchanged until the 1976 Alaska State Legislative
Session. During that session, FCCSS870 passed. Under this bill, the
undergraduate and career education borrowing maximum was raised to $3,000

per year, but the $5,000 per year maximum for graduate students was
maintained.

Subsequently legislatures continued to make relatively minor adjustments
to the program, and then in 1981, the last major change occurred. The
1981 Legislature passed FCCSSB120, whicn raised the borrowing maximums to
116,000 per year for undergraduate and career education students and to
$7,000 per year for graduate students. The bill also raised the amount
of loan forgiveness up to 50 percent of the total borrowed (including
interest), and provided that this forgiveness be accrued in 10 percent
increments for each year of residence in Alaska after the grace year.
Loans under this program could be obtained for up to five years for
either undergraduate or graduate study or up to eight years of combined
study. This is the program currently being administered by tne state.

L0 -



PROGRAM DESCRIPTION

PURPOSES

1. To provide Alaskans with access to postsecondary educational
resources through low-interest loans to students.

2. To encourage an educated citizenry through initial access to
education and training and through inducements to utilize that
education and training in Alaska.

1. Undergraduates and vocational students may borrow up to $6,000
per year of full-time study.

2. Graduate students nay borrow up to $7,000 per year of full-time
study.

3. Students nay borrow for up to 5 years of undergraduate study,
or up to 5 years of graduate study, but for not more than 8
years combined.

4, A student must be a two-year Alaska resident to borrow and must

maintain full-time study in good standing to continue borrowing

Alaska student loans.

Loans may be used for attendance at any approved institution.

Proceeds from loans may only be used for the costs of tuition

and fees, room and board, and Dooks and supplies.

7. Loan repayment begins one year after the student ceases to be a
full-time student (except for approved periods of deferment).

o O1

8. Repayment is over a 10-year period with provision for extending
to 15 years if necessary.
9. Interest charged on the loans is 5%.

10. No loan will exceed the cost of tuition and fees, room and
board, and bocks and supplies less $500, or the loan maximums,
whichever is lower.

FORGIVENESS

If, upon completion of the program of study for which the loan was
granted, the borrower resides in Alaska, a portion of the loan, plus
interest, shall be forgiven by the State. That portion, for up to a
total of 50%, shall accrue as follows:

2-3 years residence in the state, 10%

3-4 years residence in the state, an additional 10%
4-5 years residence in the state, an additional 10%
5-6 years residence in the state, an additional 10%
Over 6 years residence in the state, a final 10%.

gD =

This residence must be continuous and must begin within one year of
completion of program.



REPAYMENT SCHEDULE

IF YOR
STUDENT

LOANS TOTAL:

$1,000.00
2,000.00
3,000.00
4,000.00
5,000.00
6,000 .00
7,000 .00
8,000 .00
9,000 .00
10,000 .00
15,000.00
20,000 .00
25,000.00
30,000.00
35,000 .00
40,000.00
45,000 .00
50,000.00

YOLR MONTHLY PAYNENT
FOR 120 MONTHS (10 YRS.)

WOULD BE:

$ 10.61
21.21
31.83
42.43
53.06
63.64
74.25
84.95
95.46

106.07
159 .10
212.13
265.16
318.20
371.23
424.26
477.29
530.33

% Interest

&

TOTAL TO BE REPAID:

273.20

545.20

818.40
1,091.60
1,363.60
1,636.80
1,910.00
2,182.00
2,455.20
2,728.40
4,092.00
5,455 .60
6,819.20
8,184.00
9,547 .60
10,911.20
12,274.80
13,639.60

Principal

$1,000.00
2,000.00
3,000.00
4,000 .00
5,000.00
6,000 .00
7,000.00
8,000.00
9,000 .00
10,000 .00
15,000.00
20,000 .00
25,000.00
30,000 .00
35,000 .00
40,000.00
45,000 .00
50,000 .00

Total

$ 1,273.20
2,545.20
3,818.40
5,091.60
6,363.60
7,536.80
8,910.00
10,182.00
11,455.20
12,728.40
19,092.00

25,455.60
31,819.20
38,184.00
44,547.60
50,911.20
57,274.80
63,639.60



TABLE 1
STUDENT FINANCIAL AID ADMINISTRATION
STATE STUDENT LOAN ACTIVITY
Projected to 1990-91

Loan % Loan % Average Loan General Loan Repayment* Defaultl
Year Awards Chanae Vol ume Change Loan Collections Fund Forgiveness Accounts Rate
1971-72 1,081 $ 1,603,158 $1,483 $ -0- $ 1,500,000 $ -0- $ -0- N.A.
1972-73 1,748 61.8 2,870,384 79.0 1,642 -0- 2,952,900 -0- -0- N.A.
1973-74 1,665 (5.0) 2,986,176 4.0 1,793 -0- 2,952,900 -0- -0- N.A.
1974-75 1,457 (12.5) 2,659,807 (10.9) 1,826 235,476 3,105,600 703 1,626 80.0
1975-76 1,719 18.0 3,382,997 27.2 1,968 465,530 3,791,500 44,233 2,153 44.6
1976-77 1,921 11.8 3,850,507 13.8 2,004 1,141,461 3,550,900 64,746 2,775 24.9
1977-78 2,265 17.9 4,604,167 19.6 2,033 1,191,851 2,006,100 314,306 3,470 22.3
1978-79 2,795 23.4 6,416,402 39.4 2,296 .. 31,643 3,600,000 445,985 4,289 19.3
1979-80 3,918 40.2 9,373,949 46.1 2,393 1,603,436 8,130,000 409,501 5,301 145
1980-81 6,460 64.9 15,957,717 10.2 2,475 2,225,388 12,821,217 555,494 7,196 11.2
1981-82 0,898 70.3 40,559,499 154.2 4,098 2,779,900 37,701,000 785,769 10,683 9.2
1982-83 13,058 31.9 55,007,395 35.6 4,213 4,609,051 52,000,000 (846,028) 15,669 9.1
1983-84 14,78* 13.2 62,912,316 14.4 4,255 6,410,124 60,000,000 1,171,239 21,171 135
1984-85 17,173 16.2 75,075,883 19.3 4,372 9,572,795 60,000,000 1,664,612 27,886 124
1985-86* 16,130* (6.1) | Usfo,f675,498* 1.5 5,002* 6,867,737* 63,600,000 1,190,263* 36,341* 14.3*

_ U]

Projections i 00
1986-87 18,431 N.A 81,557,175 N.A 4,425 15,985,103 63,572,072 2,839,506 46,280
1987-88 18,950 2.8 86,222,500 5.7 4,550 19,352,145 64,870,355 3,421,624 55,123
1988-89 19,325 15 90,441,000 5.0 4,680 22,762,094 65,678,906 4,011,160 63,380
1989-90 21,493 117 103,381,330 143 4,810 26,189,108 75,192,222 4,603,646 12,557
1990-91 23,373 8.7 115,696,350 11.9 4,950 30,104,760 83,591,590 5,280,612 82,765

*Repayment account totals and default rate are for June 30 of each year. All 1985-86 data are as of January 24, 1986.
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1985-36 ALASKA STUDENT LOANS

PROGRAM STATUS (January 24, 1986)

Student Level Number
Freshman 4,325
Sophomore 3,009
Junior 2,275
Senior 2,252
Vocational 3,019
Undergraduate 14,880
Graduate 1,250
TOTAL 16,130
AVAILABLE FUNDS
FY86 Appropriation
FY85 Carry-forward
Federal Receipts (GSL)
Estimated Receipts
Vocational Set-Aside
Collegia te

Amount

$20,819,066
14,629,396
11,282,137
10,818,533
15,696,602
$73,245,734

7,429,764

$80,675,498

$63,600,000
3,352,877
225,000
$67,177,877
11,879,790
$79,057,667
M5 ,811,533

;63,246,134

Sub-total

Total

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

Student Level

Freshman

Sophomore

Junior

Senior

Vocational

Undergraduate

Graduate

TOTAL

PERCENT IN-STATE
Year
1978-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86

Alaska %
2,250 52.0
1,459 48.5
1,027 45.1
1,000 44.4
2,285 75.7
8,021 53.9
252 20.2
8,273 51.3
PREVIOUS YEARS
Undergraduate
35.1
36.1
45.3
47.3
53.1
53.3
56.7
(1-24-86) 53.9

Out-of-State

2,075
1,550
1,248
1,252

734
6,859

998
7,857

Graduate

12.0
12.3
17.9
23.8
23.4
21.9
21.7
20.2

Average Loan

$4,814
4,862
4,959
4,804
5,199
$4,922
5,944
$5,022

%

48.0
51.5
54.9
55.6
24.3
46.1
79.8
48.7

All Loans
32.3
33.3
42.3
45.0
50.4
50.5
54.0
51.3



ATTENDANCE PATTERNS

Foe a number of years there has been a pattern of increased attendance in
Alaska. However, the out-of-state attendance has been surprisingly
consistent. As can be seen in Figures 1 and 2, and Tables 2 and 3, there
is a very heavy dominance of attendance in the West. After Alaska, the

top five states of preference have consistently been Washington, Oregon,
California, Arizona, and Colorado.



[7TTTL Over 200 students
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FIGURE 1
GEOGRAPHIC DISTRIBUTION OF ALASKANS UTILIZING
STATE LOANS FOR UNDERGRADUATE EDUCATION IN 1984-85
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| I 19-100 students
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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)

Institution

No.

University of Alaska, Fairbanks
University of Alaska, Anchorage
Anchorage Community College
University of Alaska, Juneau
Kenai Peninsula Community College
Alaska Pacific University

Alaska Masonry School

Alaska Computer Institute of Technology
Bookkeeping Concepts

Alaska Technical Institute
Matanuska-Susitna Community College
Alaska Vocational-Technical Center
Tanana Valley Community College
The Travel Academy

Sheldon Jackson College

Alaska Business College

Alaska Vocational School

Testing Institute of Alaska
Clerical Skills Training
Ketchikan Community College

New Anchorage Beauty School
Alaska Travel Institute

Air Cushion Guides, Inc.

North Pacific Business institute
Trend Setters School of Beauty
Charter College

Aviation Network

Prince William Sound Community College
Hutchison Career Center

Wilburs Flight Operation

Academy of Hair Design

Aviation North

Aero Tech Flight School

Elmendorf Aero Club

Kuskokwim Community College

Victorian Academy of Cosmetology and Barbering

Islands Community College

Kodiak Community College

Kotzebue Technical Center

People Count, Inc.

Fort Wainwright Flying Club

New Concepts Beauty School

High Tech Helicopters

Anchorage Alaska School of Barbering
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1,884
1,504
1,206
303
271
234
233
201
160
155
153
125
120
104
96
92
80
73
65
54
47
43
41
39
38
36
36
35
35
32
32
31
28
28
28
26
26
25
24
23
21
21
21
20

1985-86
Amount

$ 8,158,300
7,193,575
5,889,910
1,508,525
1,365,525
1,220,575
1,274,500
1,113,895

836 ,375
811,310
783,400
395,490
636,250
493,650
482,900
527,700
372,200
413,650
342,000
269,750
258,250

177,500
225,225

220,300
220,490
201,200
170,700
183,900
152,250
174,400
167,500
169,890
160,700
151,750
119,850
174,400
124,550
123,650
111,600
107,000
116,800
114,950
112,265
115,675



TABLE 2
(Continued)

Institution

Delta Greely Rural Educational Center

World Security Police Academy

Alaska Air Academv

Alaska Flying N o k

St. Herman's Theological Seminary

Alaska School of Professional Floral Design

Scruples 11, Action School of Broadcasting

American Pacific Aviation

Headquarters Barber & Beauty Academy

Fort Richardson Flying Club

Mat-Su Bush Flying

Vernair

Larry's Flying Service

Peninsula Hair Styling Academy

A.l.R. Center

Peninsula Institute of Welding Technology

Chapman College

Alaska Bible College

Fairbanks Beauty School

Action Helicopter

University of LaVerne

Amicus Curiae School of Court Reporting

Chukchi Community College

Northwest Community College

University of Alaska, Rural Education

Satellite Technicians Applied Research and
Development

Arctic Bible Institute

TOTAL

e
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8,111

1985-86
Amount

&
71,650
102,000
97,000
71,150
36,750
70,350
75,000
74,650
72,000
62,075
66,250
63,000
43,800
53,700
46,950
29,550
26,200
27,600
27,000
25,500
12,000
8,500

7,950
7,200

6,000
3,050

$39,185,400



TABLE 3

INSTITUTIONS AT WHICH AT LEAST FIFTY ALASKA
STUDENT LOAN BORROAERS ATTENDED

(1985-86 Loans as of November 15, 1985)

Institution

“University of Alaska, Fairbanks
“University of Alaska, Anchorage

* Anchorage Community College
“*University of Alaska, Juneau
‘*Kenai Peninsula Community College
University of Washington (WA
*Alaska Pacific University

* Alaska Masonry School

University of Oregon (OR)

Oregon State University (OR)

* Alaska Computer Institute of Technology
Arizona State University (A2
Northern Arizona University (AZ)
Washington State University (WA
‘Bookkeeping Concepts

Western Washington University (WA
“Alaska Technical Institute
‘Matanuska-Susitna Community College
Brigham Young University (UT)
‘Alaska Vocational-Technical Center
‘Tanana Valley Community College
University of Puget Sound (WA
‘The Travel Academy

Central Washington University (WA
DeVry Institute of Technology (AZ)
University of Arizona (A2
*Sheldon Jackson College

*Alaska Business College

Willamette University (OR)
University of lIdaho (ID)

Southern Oregon State College (OR)
‘Alaska Vocational School

Montana State University (M)
Gonzaga University (WA

‘Testing Institute of Alaska
University of Montana (M)

Seattle University (WA

“Alaskan Schools

No.

1,884
1,504
1,206
303
271
270
234
233
221
215
201
171
171
160
160
159
155
153
143
125
120
113
104
102
101
98
96
92
91
82
81
80
79
77
73
71
68

1985-86

Amount

5,889 !
1,508,!
1,365 !
1,553,
14220y
1,274 !
1,187,
1,157,(
1,113 6
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TABLE 3
(Continued)
/ 1985-86

Institution No. Amount
Denver Automotive & Diesel College (CO) 67 386,800
¢Clerical Skills Training 65 342,000
University of Colorado, Boulder (CO) 63 346,450
Eastern Washington University (WH 61 335,550
University of Hawaii, Manoa (HI) 59 293,500
Lewis and Clark College (OR) 59 215,000
Stanford University (CA) 58 345,550
Pacific Lutheran University (WQ 57 312,000
Seattle Pacific University (WA 54 310,250
Colorado State University (CO) 54 308,950
+Ketchikan Community College 54 269,750
West Coast Training Services (OR) 52 216,300

+Alaskan School

-13-



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 great number of changes in
the loan program. During the past year, seventeen such alternatives have
been examined. Two have now been adopted, three others have been
targeted for further consideration, and the others have been discarded as
being undesirable or unworkable. A short summary of those seventeen
alternatives is presented here.

Alternatives adopted.

1. Require each borrower to contribute at least $500 from a
non-state-loan source toward eligible loan items. The Alaska Student
Loan Program does not require a needs test or needs analysis in order to
qualify for a loan, but a borrower must list eligible costs and indicate
what resources are available to meet those costs. The loan amount will
not exceed the difference between those two totals. The funding sources
listed on the current application include:

SEIG, Pell Grant

Parents

Student Savings

Other Scholarships and Grants
WICHE

VA Benefits

Other

It is currently estimated that between 70-75 percent of all 1985-86
applicants list no resources available to meet the costs of tuition/fees,
room/board, and books/supplies. Using this estimate, the $500
requirement would result in a reduced program cost of around $4.0 tc $4.3
million in 1985-86, or, could have the effect of funding an additional
1,500 students.

Commission Action. This requirement has now been adopted through
regulation, 20 AAC 15.030(c), for all loans beginning with the 1986-87
borrowing year. The one problem with this alternative is that it almost
solely effects University of Alaska students and vocational students.

2. Restrict loans to U.S. citizens or permanent alien residents.
In order to be eligible to apply for an Alaska Student Loan, an
individual must be a two-year Alaska resident, or be a dependent of a
two-year Alaska resident. It is possible for a non-U.S. citizen to move
to Alaska, wait two years, and qualify for a loan. In fact, the loan may
even be obtained to study out-of-state or out-of-country.

The reduced program cost would be quite small, probably less than $75,000
to $100,000 per year.
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Commisson Action. Upon further investigation, the Department of Law
determined that the residency requirement of AS 14.43.125 actually
involves two tests. One, the applicant must be an Alaska resident, and
two, the applicant must have been physically present in AlaL.;a for two
years. The first requirement of residency is further defined in

AS 01.10.55 which states that to be a resident (among other things) a
person must declare residency "with an inter; to remain a resident.” By
the terms of a student visa, an individual may not make such a
declaration. Therefore, we have ceased awarding loans to students
attending school on a student visa.

Alternatives for further consideration.

3. Reduce the maximum loan available. The 1981 Legislature
increased the undergraduate borrowing maximum from $3,000 per year to
$6,000 per year, and the graduate maximum from $5,000 to $7,000 per
year. The next year, the program experienced a 70 percent increase in
borrowers and a 288 percent increase in loan funds requested. A great
number of students who could not afford full-time schooling, now were
enabled to attend, and program participation has remained high (with
steady growth) since that time.

Reducing the borrowing maximum would directly affect the cost of the
program. However, its impact on individual borrowers is far less
certain. We do not know the balance between loan amount and denying
access to the needy student.

Approximate reductions in program costs resulting from reducing the loan
maximum are:

Amount of Reduction Reduced Cost
£ 250 ill.2 million
£ 500 £125 million
iii,000 $6.2 million

Translating this into spreading available funds to more students, the
reduced maximumj could mean 285, 595, or 1,476 additional borrowers for
the $250, $500, and $1,000 reductions, respectively.

Commission Action. The Commission considered this action in concert with
alternative one listed above. A regulatory change reducing the borrowing
maximum by $500 would, when combined with alternative one, treat all
borrowers equally.However, this alternative was not adopted. There
remains a good deal of question as to whether an agency should "undo"a
legislatively-enacted statute with an administrative regulation.

4. Establish a two-tier loan program. The state could continue to
emphasize loans as its principal means of providing student assistance,
but it could offer two programs. The first could be available to all
students in the same manner as the current program, except the borrowing



.laximum would be set at $4,000. The second program would be need-based
and available for up to $3,000 in additional loan funds if the borrower

could demonstrate (through a needs analysis mechanism) the need for the
assistance. <

It is felt tnat this approach, despite requiring additional stafc, would
result in reduced loan fund demand. A large majority of borrowers ».->uld
not bother with the supplemental loan, since so few would qualify and
since the needs analysis form is rather cumbersome. Estimated fund
reduced demand would be about $8.0 to $10.0 million.

Commission Action. The absence of a needs test is one of the most
popular aspects of the Alaska Student Loan Program. While remaining
strongly opposed to a required needs test for all borrowers, the
Commission feels this alternative may be a necessary compromise if demand
continues to exceed available funds. This alternative would require
statutory change.

5. Define institutional eligibility for student loan purposes as:
(1) being accredited by a national or regional accreditation association
recognized by the Council on Postsecondary Accreditation (COPA); or (2)
having been approved for authorization to operate by the Alaska
Commission on Postsecondary Education and having operated for two
consecutive years prior to becoming eligible. Current regulations
provide that a school is eligible to enroll students on Alaska Student
Loans if the school is accredited or approved by the Commission. The
two-year requirement is similar to that needed for federal VA benefit
approval, or for certain accreditation minimums (AICS and NATTS). The
largest impact of this change would be on vocational borrowers and
vocational schools. If there were no "grandfather clause,” a number of
private Alaska vocational schools would become ineligible. Only one
vocational school currently has COPA-recognized accreditation, and as
many as 30 currently-authorized vocational schools have been in operation
less than two years.

The resulting reduced program cost would be dependent upon whether or not

existing schools were "grandfathered" in. If the Commission imposed a
strict requirement of accreditation only, the reduced cost would be
around $13.0 million. If the Commission imposed accreditation and/or the

two-year rule, with no "grandfather clause,” the reduced cost would be
around $6.1 million, and if the "grandfather clause” were included, the
reduction would be negligible.

Commission Action. Much of the consideration of this alternative
centered on the issue of "grandfathering™ existing schools. Since
grandfathering resulted in such negligible savings, no further action was
taken.

-16-



Alternatives opposed.

6. Raise the grade-point requirements for good standing. In order
to receive a student loan, a borrower must be attending school full time
and be in "good standing.” Good standing is defined by the Commission

(through regulations) as enrolling in and successfully completing the
minimum full-time student requirement each term while maintaining a
cumulative grade point average (GPA) of 2.0 for undergraduate and 3.0 for
graduate students. Additionally, no single term GPA may fall below 1.5
or 2.5 for undergraduate or graduate students, respectively.

Two actions are available. The Commission could raise the single term
minimums, or the Commission could raise the cumulative GPA minimums.
Raising the single term minimum, to 1.8 and 2.8 or 2.0 and 3.0, would
eliminate some borrowers since they would be declared ineligible. The
largest impact would be on first term freshmen having difficulty
adjusting to college.

Raising the cumulative GPA would have a profound effect across all
student levels. It is estimated that raising the single term GPA could
result in reduced program costs of $250,000, while raising the cumulative
GPA could result in reduced program costs of as much as $25.0 to $30.0
million.

Commission Action. The existing good-standing requirement meats the
intent of the statute and is not unduly prohibitive or discriminatory.
Raising the required grade point average would simply deny educational
opportunity to too many persons. The Commission opposes this alternative.

7. Award out-of-state loans only if the program is unavailable in
Alaska. This approacn has been debated in the Legislature in the past,

and the problems are many. Should the choice of students, who are
incurring a debt, be restricted in what could be viewed as an attempt to
increase in-state enrollments? |Is the state willing to fund the cost of
greatly increased enrollments? Who is to compare programs, i.e., is a
Music Degree at a state school the same as at Juliard, is engineering the
same at a state school as it is at M.I.T., and so on?

However, depending upon how "unavailable” was defined, the resulting
reduction in loan fund demand could be rather substantial. On the
average, a student borrowing to attend in-state qualifies for a lower
loan than one attending out-of-state. Added to this is the hypothesis
that at least some students would attend out-of-state even if the loan
program were unavailable. This savings would be offset somewhat by the
increased cost of providing the education in-state, so a sound fiscal
impact is difficult to predict.

Commission Action. The Commission is opposed to creating a financial
barrier to student choice. This alternative is opposed.

17-



8. Restrict loans to collegiate borrowers. The loan program was
originally established to assist collegiate students. Vocational
borrowers were included in 1971. If all students cannot be accommodated,
the college'community should be served first. Eliminating the vocational
borrowers would reduce the loan fund requirement by around $15 million.

Arguments against this alternative would be that quite often the students
irt this classification are those most needing assistance. These students
normally borrow much less than college students, since their programs are
much shorter in duration, and the heavy representation of these students
attend in Alaska also argues against such an alternative.

Commission Action. The Commission opposed this alternative and can find
no sound basis for its support.

9. Eliminate the graduate student borrowing differential. The
borrowing maximum for graduate borrowers could be reduced to the same
level as undergraduate borrowers. Graduate students tend to be older
more established students, and hence, may be better able to absorb a
portion of the cost of college attendance. Quite often the credit hour
cost is exactly the same for graduate and undergraduate students, and
graduate students enroll in fewer hours per term. The reduced loan
demand resulting from this alternative would be around $500,000 per year.

Commission Action. As with alternative 3, such an action by the
Commission could be viewed as circumventing the statutes adopted by the
legislature. Secondly, the savings may not warrant singling out this
group to impact. The Commission opposes this alternative.

10. Restrict loans to vocational borrowers and collegiate borrowers
above the freshman level. Freshmen borrowers are among the worst credit
risks, since quite often they do not complete their programs of study and
are less likely to feel compelled to repay the state for benefits
received. Eliminating freshmen borrowers would reduce the loan fund
demand by nearly $20 million.

Arguments against this alternative include that it works against
educational opportunities and access and in many ways penalizes those
individuals, who need assistance most.

Commission Action. The Commission views this alternative as undesirable
and opposes it.

11. Eliminate forgiveness, if a borrower resides in Alaska after
completion of the program study for which a loan was obtained, up to
50 percent of the loan may be forgiven. This forgiveness (partial
cancellation) is earned at a rate of 10 percent per year of residence
after entering repayment. This alternative would result in saving a
great deal of money eventually. The only impact on the funding level for
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the first few years would be the possible change in borrowing patterns.
It could be that persons would not borrow as much if they did not
anticipate only having to pay back half.

I
Commission Action. The Commission supports maintaining the forgiveness
provisions and opposes this alternative.

12. Raise the interest rate charged on loans. The current interest
rate on Alaska Student Loans is 5 percent. Federal Guaranteed Student
Loans (GSL) currently have an interest rate of 8 percent. An interest
rate of 5 percent, combined with the absence of a needs test, provides no
disincentive for borrowing as much as one can possibly borrow. A higher
interest rate produces more income in four or five years and could result
in some borrowers borrowing less.

Commission Action. The Commission, in adopting alternative one,
attempted to provide some immediate ease to the demand for additional
loan funds. Raising interest does not impact the program for years, and
while the Commission opposes raising interest at this time. |If interest
rates are changed on all subsidized loan programs, an adjustment may be
appropriate for student loans as well.

13. Restrict loans to study in the United States. Loans may
currently be used at any approved postsecondary educational institution.
In 1984-85, 76 students borrowed to study in eighteen foreign countries.
The loan program could be restricted for use in the United States.

The reduced program cost of this alternative is quite small, since it is
believed that a number of students would not study abroad without the
assistance of the loan program. The net result would be around $300,000 .

Commission Action. As with alternative nine, the Commission felt the

savings to be questionable justification for singling out this group of
borrowers. The alternative is opposed.

14. Require a needs test and award loans based upon demonstrated
need. If there is not enough money to fund all persons wishing to
borrow, then those who can demonstrate the most need should receive
support. The state could require all loan applicants to submit a needs
analysis form (similar to the CSS Financial Aid Form). The applicant
would obtain the form, complete it, and mail it and a processing fee to a
regional processing center (probably California). The center would
provide the results to the applicant and to the Commission.

Since the regional processing would produce a federally-defined need
level, it would be necessary for the Commission to use the raw data and
re-calculate need based upon an Alaskan definition. AIll persons meeting
the need criteria would be eligible for funding, and all others would be
denied.
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Critics of this approach cite philosophical differences of relying upon
parental income, home equity, etc., as factors in computing need. Others
refer to the increased requirement for staff at the state level and the
increased processing time.

A substantial amount of program costs could be reduced—even with the
increased administration costs—depending upon how restrictive the
definition of need is made.

Commission Action. The Commission opposes this alternative and any
general comprehensive needs requirement. Alternative four is believed to
be much more desirable.

15. Eliminate the interest subsidy during the grace year. Interest
could be charged during the 12-month grace period and added to the total
indebtedness when the student enters repayment. Over a number of years,
this would produce quite a bit of program income, but not much in the
short term.

Commission Action. The Commission opposes this alternative since it
simply places an added financial burden to the borrower at a time when
unemployment is quite likely.

16. Reduce the grace period to six or nine months. The grace period
is currently twelve months, and has been since the program began. By
reducing the grace period, borrowers enter repayment earlier and the cash
flow of the program is greatly altered. The net effect is zero, since
receipts in later months are forgone for receipts in earlier months.

The federal GSL program, after moving from a twelve-month grade period to
a six-month grace period, is now moving back up to a nine-month grace
period. The reason for this reversal in Congress was given as the
shortened grace period resulted in increased loan defaults, and with the
government guaranteeing the loans, the result wasa loss.

Commission Action. The Commission opposes this alternative and cannot
endorse repeating the mistake of the federal program.

17. Increase full-time definition to 15 credit hours for
undergraduate students. This would reduce demand greatly, since it would
eliminate a large number of borrowers. The students would be forced to
carry a heavier load and many would not meet good standing. It is
estimated that this change could reduce fund demand by around $6 million.

Commission Action. The Commission opposes this alternative since it

feels it could unduly impact first-time freshman borrowers, particularly
those from rural Alaska.
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION
ADOPTED STATEMENT ON THE
ALASKA STUDENT LOAN
PROGRAM

The State of Alaska can make no better commitment of resources than
investing in the education of its citizens. Direct support of Alaska's
public elementary, secondary, and postsecondary school systems is vital
to the state's continued growth and oevelopment. It is in the best
interest of the state to provide access to these educational resources
for the citizens of Alaska.

The best method of assuring access and opportunity is through the direct
provision of educational services, but this is not always practical or
possible, particularly at the postsecondary level. Therefore, the most
effective and efficient method of attaining these goals of access and
opportunity is through a system of low interest loans which allow the
students to choose the educational setting most appropriate for their
particular needs.

The Commission endorses and recommends the continuation and full-funding
of the Alaska State Student Loan Program. Amendments which restrict
access by denying loans to groups of Alaskans, either by design or by
defaulc, are vigorously opposed.



APPENDICES



TABLE 4
STUDENT FINANCIAL AID ADMINISTRATION

Personnel Summary
Projected to 1988-89

Accounts

Loan Awards  Awards/ In Repayment/  Repayment  Accounts/  Records — Accounting/ Total Staff
Year Awards Staff Staff Repayment* Staff Clerks Clerk Staff Support Full-Time  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 1,665 3.0 555.0 0 0 0 N.A. 0 0 3.0 1.0
1974-75 1,457 3.0 485.7 1,626 2.0 1.0 1,626.0 0 0 5.0 1.0
1975-76 1,719 3.0 573.0 2,153 4.0 2.0 1,076.5 0 0 1.0 2.0
1976-77 1,921 3.0 640.3 2,175 4.0 2.0 1,387.5 0 0 7.0 2.0
1977-78 2,265 3.0 755.0 3,470 5.0 3.0 1,156.7 0 1.0 9.0 4.0
1978-79 2,795 4.0 698.8 4,289 1.0 4.0 1,072.3 0 3.0 14.0 4.0
1979-80 3,918 4.0 979.5 5,301 9.0 6.0 883.5 0 5.0 18.0 0
1980-81 6,460 6.0 1,076.7 7,196 9.0 6.0 1,199.3 0 5.0 20.0 4.0
1981 -82 9,898 1.0 1,414.0 10,683 10.0 6.0 1,780.5 1.0 6.0 24.0 5.0
1982-83 13,058 13.0 1,004.5 15,669 16.0 11.0 1,424 4 6.0 13.0 48.0 8.0
1983-84 14,785 13.0 1,137.3 21,771 14.0 11.0 1,979.2 6.0 13.0 46.0 8.0
1984-85 17,173 14.0 1,226.6 27,886 15.0 11.0 2,535.1 6.0 13.0 48.0 9.0
1985-86* 16,130* 15.0 1,075.3* 36,341* 15.0 11.0 3,303.7* 6.0 13.0 49.0 6.5
Projections
1986-87 18,431 15.0 1,228.7 46,280 15.0 11.0 4,207.3 6.0 13.G 49.0 6.5
1987-88 18,950 15.0 1,263.3 55,123 19.0 15.0 3,674.9 1.0 15.0 56.0 8.0
1988-89 19,325 15.0 1,288.3 63,380 22.0 18.0 3,521.1 8.0 16.0 61.0 9.0
1989-90 21,493 16.0 1,343.3 72,557 24.0 20.0 3,627.9 9.0 17.0 66.0 9.0
1990-91 23,313 17.0 1,374.9 82,765 21.0 23.0 3,598.5 10.0 17.0 71.0 10.0

*Repayment account totals are for June 30 of each year. All 1985-86 data are as of 1/24/86.

Note: At 242 work days (normal work year minus holidays and two weeks annual leave - no sick leave. 1n 1985-86,
each repayment clerk will be able to devote about 33 minutes per year per account.

1/24/86
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TABLE 5
STUDENT FINANCIAL AID ADMINISTRATION
COST OF ADMINISTRATION

T00 200 300 400 500 Full-Time Part-Time
Year Pers. Svcs. Travel Contractual Commodities Equipment Total Staff Staff
1971-72 N.A. N.A. N.A. N.A. N.A. N.A. 2.0 -0-
1972-13  § 459 $ 35 $ 23.0 $18 $ 24 $ 6.6 3.0 -0-
1973-74 58.1 3.9 23.8 2.3 3 88.4 3.0 1.0
1974-75 94.6 3.1 35.9 1.4 5.5 140.5 5.0 1n
1975-76 128.8 4.6 41.1 1.9 2.5 178.9 1.0 2.0
1976-77 165.9 6.7 71.6 4.7 T 249.6 7.0 2.0
1977-78 261.5 3.1 60.3 5.1 5.9 335.9 9.0 4.0
1978-79 349.4 6.8 135.1 2.0 2.7 496.0 14.0 4.0
1979-80 386.1 6.6 181.0 3.1 1.2 578.0 18.0 -0-
1980-81 521.5 41.7 312.5 11.3 117.9 1,010.9 20.0 4.0
1981-82 835.4 11.8 438.5 171 80.8 1,383.6 24.0 5.0
182-83 1,454.6 9.3 845.8 39.5 18.7 2,421.9 48.0 8.0
1983-84 1,511.3 28.3 414.4 48.9 58.4 2,061.3 46.0 8.0
1984-85 1,665.7 1.1 322.4 48.9 26.9 2,071.0 48.0 9.0
1985-86*  1,732.0 1.0 341.1 58.6 -0- 2,138.7 49.0 6.5
1986-87*  1,732.0 5.3 411.4 58.6 -0- 2,207.3 49.0 6.5

*1985-86 figures are adjusted base, and 1986-87 are Governor's budget.
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Cook
5/12/86.
Original sponsor: Ferguson
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 1s created the Alaska Student Loan Corporation. The corporation
IS a public corporation and government 1instrumentality 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 1t has bonds, notes or other obligations outstanding. Upon
termination of the corporation, 1its rights and property pass to the
state.

Sec. 14.42.110. PURPOSE OF CORPORATION. The purpose of the
corporation 1is 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. (@) 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 1is selected for the commission under AS 14.-
42.015(a)(1) - (@, (4 - () 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 electa chairman from among i1ts membership
at 1ts 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. (@) 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
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, 1iIn 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 1in which 1its

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 thecorporation
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 i1ts own name;

(2) adopt an official seal;

(3) makeand execute agreements, contracts and other in—
struments necessaryor 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) Dborrow money as provided in this chapter to carry out
and effectuate 1its corporate purposes and 1issue 1its 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;

@) invest or reinvest, subject to 1ts contracts with
noteholders and bondholders, money held by the corporation in obliga—
tions orother 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 1information on student loans available
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 1in 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 Iinterest,
time of payment of an installment of principal or interest, or other
terms of a student loan purchased by the corporation;

(18) procure 1insurance against any loss in connection with

HCS CSSB 13 (Fin) ~4-
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1 the operation of its programs;
2 (19) provide advisory services to borrowers and other
3 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
6 in AS 14.42.100 - 14.42.330.
! Sec. 14.42.210.  STUDENT LOAN FUND. (@) The student loan fund
8 is established in the corporation. The student loan fund is a trust
9 fund to be used to carry out the purposes of AS 14.42.100 - 14.42.330.
10 The student loan fund consists of money or assets appropriated or
" transferred to the corporation and money or assets deposited in it by
12 the corporation.
13W (b) Money and other assets of the student loan fund may be used
l4ij| to secure bonds of the corporation, invested iIn the types of iInvest—
155 ments the commissioner of revenue may make under AS 37.10.070(a), or
IGL used to purchase loans approved under AS 14.43.090 - 14.43.325 or
i;! 14.43.600 - 14.43.700. A& \M0<\

{ ©) The corporationmay not purchase student loans in excess of
1N! the total amount of the previous fiscal year
20 under AS 14.43.090 - 14.43.325 and 14.43.600 - 14.43.700#wt
21
22
3 Sec. 14.42.220. BONDS OF THE CORPORATION. (d) Subject to (9)
% of this section, the corporation may borrow money and may issue bonds,
& on which the principal and interest are payable from 1ts 1income and
2 receipts or other assets or a designated part or parts of them.
d (b) Bonds may be authorized only by resolution of the bos
2 They shall be dated and may not mature more than 20 years after the
29

date of issue. Bonds shall bear interest at the rate or rates, be in
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i**

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 1in the
manner, for the price or prices, and at the time or times that the
board determines.

| (e) Before issuance of any bonds, the board shall make provi-—I

sion, Dby 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 1in
connection with the agreement and all costs necessary to service the
bonds, unless the agreement provides that the obligations a-< to be
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.

() The corporation may not 1issue bonds during any fiscal year
in an amount greater than $45,000,000 unless the legislature, by law,
approves 1issuance 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, Jlocated 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
may:

(1) make and enter 1into 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, 1investment, 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 of its rights 1iIn 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 1issued;

(E) vesting iIn a trustee of rights, powers., duties,
funds or property in trust for the benefit of bondholders, 1i1n—
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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(€)) provide for any other matters that 1iIn any w;
the security or protection of the bonis.

Sec. 14.42.240. RESERVES AND CAPITAL RESERVES. (@ 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 i1f 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 1in 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
paid when the bonds are redeemed before maturity. However, money 1in a
capital reserve fund may not be withdrawn if the withdrawal would
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 iIf the transfer does not reduce the amount
of the capital reserve fund below the capital reserve fund require—
ment.

(b) If the board decides to 1issue bonds secured by a capital

reserve fund, the bonds may not be 1issued 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 1in the fund, 1is not less than the capital reserve fund
requirement.

(©) 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 shallannually, no later than
January 2, certify in writing to the governor and the legislature the
amount, 1f 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 1in 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 1issues of bonds of the corpo—
ration. The corporation may deposit in areserve fund established
under this subsection the proceeds of sale of 1its bonds and other
money available from any other source. Areserve fund established
under this subsection must comply with (@) -(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.

) In this section, "capital reserve fund requirement™ means

the amount required to be on deposit in the capital reserve fund as of
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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 i1mmediate—
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 Dby which a pledge 1is 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. (@) 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 1issuance of the bonds.

(b) The bonds 1issued 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 %f the bo

d, .
ecantea 3>.1
Sec. 14.42.265. UNDERWRITERS. After aSMMpHMK the board
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WORT DRAFT WORK DRAFT WORK DRAFT

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 iIn 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 1in 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, 1income 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, 1income, receipts, and other 1in
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 i1ssued by a political subdivision of the state and for an essential
public and governmental purpose, and the bonds, and the interest on
them, the 1income from them and the transfer of the bonds, and all
assets, 1i1ncome 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 1inheritance and estate taxes
and taxes on transfers by or 1in contemplation of death. Nothing in

this section affects or Jlimits an exemption from Jlicense fees,

-11- HCS CSSB 13(Fin)



WORK DRAFT WORK DRAFT WORK DRAFT

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. 1A.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 1insurance 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 1loan 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 1in 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 iIs now or may hereafter be authorized.

Sec. 14.42.310. OPERATION OF CERTAIN STATUTES EXCEPTED. €))
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 1is
used in AS 37; but for all other purposes the corporation constitutes
a political subdivision and an instrumentality of the state.

(b) The funds, 1income or receipts of the corporation m;
considered and do not constitute money of the state, nor may real

HCS CSSB 13(Fin) -12-
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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 1in
art. V11l 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 Jlegislative 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 thecorpo—
ration ;
2 "corporation” means the Alaska Student Loan Corpora—

tion.
Sec. 2. AS 14.43.090(a) 1is amended to read:

(@ There 1s created a scholarship revolving loan fund. The
fund shall be used to make scholarship Iloans to students selected
under AS 14.43.090 - 14.43.160 and to pay the costs ofcollecting
student loans that are in default if those costs are not recovered
from the student. Unless the 1instrument evidencing the scholarship
loan has beensold to the Alaska Student Loan Corporation, [ALL]
repayments of principal and 1interest on a scholarship Jloan [LOANS]
shall be paid into the scholarship revolving loan fund. IT money
estimated to be available [FROM SCHOLARSHIP LOAN REPAYMENTS] 1is
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 1is amended by adding a new subsection to read:
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WORK DRAFT WORK DRAFT WORK DRAFT

1 (d) The student financial aid committee may sell notes and o

instruments evidencing scholarship loans to the Alaska Student Loan

3 Corporation. Proceeds from the sale of notes and other instruments
4 shall be deposited in the scholarship revolving loan fund.

b * Sec. 4. AS 14.43.120(d) 1is amended to read:

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

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

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

) (3 for morethan a total of eight years of undergraduate
10 and graduate studyj

H (4) to attend an 1institution if the default rate on loans
12 made to students to attend the institution exceeds the program default
1 rate by more than 150 percent.

o * Sec. 5. AS 14.43.255(a) 1is amended to read:

b (@) There is created a memorial scholarship revolving loan fi
16 The fund shall be used to provide educational scholarship Iloans to
{ students selected under AS 14.43.250 - 14.43.325. Unless the instru—
18 ment evidencing the memorial scholarship loan has been sold to the
= Alaska Student Loan Corporation, [ALL] repayments of principal on a
20 memorial scholarship loan shall be paid into the memorial scholarship
2 revolving loan fund and shall be used to make new scholarship loans.

2 * Sec. 6. AS 14.43.255 1i1s amended by adding a new subsection to read:

5 (© The student financial aid committee may sell notes and o
a 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
d loan fund.

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

29

Sec. 14.43.620. TEACHER SCHOLARSHIP REVOLVING LOAN FUND. There
HCS CSSB 13(Fin) -14-
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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 1instrument evidencing the teacher
scholarship loan has been sold to the Alaska Student Loan Corporation,
[ALL] repayments of principal and 1interest 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 1inadequate 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 1is amended by adding a new subsection to read:

(b) The student financial aid committee may sell notes and otl
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 relolving loan
fund.

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

10.070(c).-
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~ The Alaska Student Loan Program
is out of money for college students
this year, but lawmakers and loan of-
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 of the
loan, has Bassed through the Alaska
House of Representatives and will be
under consideration hy the Senate
Finance Committee in “January. The
Alaska Commission on Postsecondar
Education (ACPE), the loan's ag-
ministrative  body, also meets _in
January to discuss two possible
requlatory changes for the Rro ram.
CPE ‘commissioner Richard Helms
commented on the current condition of
the Wogram. ,
“We're out of money for collegiate
borrowers,” Helms said. “ We're not
out of money for Vo-tech (Voca-
tional/Technical) borrowers.” Helms
said the reason vo-tech money s still
available is because the commission set
aside a certain amount of money this
year, “ knowing that we were going to
run out of funds,” since the vo-tech
borrowers don't have the
“traditional” collegiate year.
Helms said no money would be
available for new borfowers next
semester. Warning students not to ex-
Pect, anything, Helms said, *what
raditionally happens is that there will
be a percentage of students that will
not maintain good academic standing,
or they will drop out of school or
choose not to utilize their next
semester's loan. Therefore, those
monies would revert back to the pro-
?ram and there would be some monvy
or students to borrow. We now have a
waiting list and we'll take students on a
first-come, first-served hasis.”
Helms said the commission estimates
the Bro%ram “will be unable to fund
1,500 students this year,"

DeW sutirrsuaa voice

ACPE student commissioner Rick Helms testifies at a recent hearing on HB

161. Rep. Johne Binkley looks on.

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

ercent and decrease the grace ﬁerlqd
rom one year to six months. The bill
also calls for a ramPlng of the interest
rate which would allow five percent in-
terest for the first three years of repay-
ment, and additional interest for the
next seven years, averaging eight per-
cent over “the ten-year repayment

period. ,
According to HB 161% fiscal note,
Erepared by the commission, on a
24,000 loan, a student would pay
525456 a month for the first three
Years of 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 requlatory changes, accor-
ding to"helms. The first alternative in-
volves reducing the maximum loan
available, from the present 56,000 (for
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 ellqlble loan items.
Accordln% to a report on this alter-
native, the $500 requirement would
result in_a reduced program cost of
around 56.0 to 56.5 million, which
could be used to fund an additional
1,500 students. _

Helms remarked that if HB 161
Fasses, the loan program will have con-
inued ?ood health, but "at the ex-
pense of 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 if 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.
Seepg. 8, LAWMAKERS
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Lawmakers, commission seek money-saving alternatives

Cont. from pg. 1

Helms felt that reducing the grace
period is “going against the trend
that's happening in the nation. As a
matter of fact, the federal government
just recently was looking at their GSL
(Guaranteed Student Loan) program,
and they're thinking of taking that
from six months to nine months.”

Helms pointed out that if one or
both of the regulatory changes are
passed by the commission, and HB 161
passes, “we will see a significant im-
pact on students. If the commission
passes one of those, that's going to be a
significant impact. If 161 passes on top
of that, 1don't know if we'll have an
effective loan program anymore.”

Effectiveness is what the program is
all about. The program's origins can be
found in a scholarship loan program
established by the 1968 state
legislature. The program was amended
in 1970 and restructured in 1971 to its
existing form. Since then, nearly

Wallet returned

Cont. from pg. 1

The money was used to buy a plane
ticket for his wife. She will return to
Korea at Christmas to see friends and
family, whom she hasn't seen in seven

80,000 student loans, worth S290
million, have been awarded to Alaska
residents.

The ACPE's 1984-85 Annual Report
on Alaska Student Financial Aid Pro-
grams says that currently, “educa-
tional loans of up to $6,000 and $7,000
per year for undergraduate and
graduate study, respectively, are pro-
vided to eligible state residents. An in-
centive of up to 50 percent cancellation
is offered to those borrowers who
reside in Alr_ka after completion of
their programs of study."

That *“incentive" is known as
forgiveness, and contrary to public
belief, not everyone who gets a loan
gets forgiveness.

Helms said to invoke forgiveness,
the graduate must meet three criteria.

“First of all, to invoke forgiveness
you have to get the degree that you
took the loan out for,” he said, ex-
plaining that if the student marked
“BA” on his loan application, that is
the degree he must obtain.

“Then you have to stay in the state
or return to the state for two years
after you get the degree. Then you have
to apply. It's not an automatic-type
thing. If granted forgiveness, then you
can take 10 percent o ff the principle of
the loan. Each year after that, you still

have to invoke forgiveness again. You
have to be in the state. You can do that
up to five times, so that's 50 percent of
the loan that can be forgiven, but only
if you meet that criteria. And very few
students invoke forgiveness.”

Helms also said that if the graduate
goes out o f state for a master's degree,
he cannot get forgiveness for his
undergraduate loan, since he won't be
physically present in the state for the
required two years. He said that only
one out of every five graduates even
applies for forgiveness, * and everyone
who applies doesn't necessarily get it.”

To be eligible for an Alaska student
loan, a student must be an Alaska resi-
dent for 24 months immediately prior
to filing; be, or plan to be, a full-time
student in good standing (cumulative
GPA — 2.0, undergraduate; 3.0,
grad:.'e) during the period for which
the funds are requested; attend an
ACPE-approved or nationally ac-
credited school; be, or plan to be,
enrolled in a career voca-
tional/technical program or an
associate, baccalaurate or graduate
degree program; not have had loans
under the program for more than eight
full school years; and reapply for each
year the loan is desired.



ANCHORAGE COMMUNITY COLLEGE STUDENT ASSOCIATION

Resolution Mo. P6-10
By: Virginia Belknap

OPPOSITION OF HP-161

WHEREAS the proposed changes suggested 1in HB-161 for the
Student Loan Program would have a dramatic effect on the lives of
students; and

WHEREAS students have been faced with tuition 1increases,
reduced class time, a cost of living increase, promises of paid
narking 1in the near future; and

WHFREAS the reduction of the grace period from one year to
six months would cause financial burdens to the student jJust
entering the work force; and

WHEREAS the U. S. House of Representatives has approved a
bill that increases the grace period from six months to nine
months for the 5.3 million students who vreceive guaranteed
student Jloans and other government educational funding and that
bill now goes to the U.S. Senate; and

WHEREAS education should be looked on as an investment 1in
the future of our people, not as an expense and burden on
society,

RE IT THEREFORE RESOLVED that the Assembly adopt this
resolution as an offical and formal expression of opposition to
HB-161, and

EE IT FURTHER RESOLVED that this resolution be forwarded to
the Alaska Legislature, the student member of the Commission on
Postsecondary Education, the ASIN representative and other
student governments 1in the state of Alaska.

Rruck Pruckman, ACCSA President
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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.

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%
$ 1,000 $ 10.61 $ 10.61/$ 12.80
$24,000 $254 .56 $254.56/$306.89

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).



TABLE 1
PROJECTED REPAYMENT WITH CURRENT
PROGRAM TERMS

BORROWING YEAR

Tear

of FYHB FYs7 Fvss FY89 FY90 FYol Fyo2 Fvo3 F7o4
Inpact P 1 P 1 P 1 P 1 P 1 P 1 P 1 p 1 3 1
FY66

Fys7

FYfiB $1,769.6  $ 376.9

Frs9 3,452.3 735.3  *1.702.1  $ 362.5

Ft90 5.174.5 1,102.2 3,320.5 707.3  $1,777.5 $ 378.6

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

Fro2 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

FYo3 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 $ 420.9

FYo4 7,278.6 1.550.3 7,202.1 1,553.0 7,935.2 1.690.2 8,027.9 1.709.9 5,645.4 1,202.5 3,037.6 038.7  $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 7,042.5 2,075.2 8,618.9 1.835.8 8,812.3 1,877.0 6.170.3 1,314.3 4,303.9 016.7  $2,306.5 $ 491.3
FYo7 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
Fvo3 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
FYoo 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 0,848.7 2,097.8 10,070.0 2.144.9
FY00 2.234.9 476.0 3,508.0 747.2 5,049.3 1.075.5 6,706.5 1,445.5 7,>'2.6 1,512.9 7,940.2 1.693.0  8.300.6 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:

3.

Percent Years After Borrowing

0.0 one year

2.4 two years

21.3 three years

21.8 four years

32.3 five years
2.2 six or oore

100.0

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



TABLE 2
PROJECTED REPAYMENT WITH
CSHB HI1 TERMS

BORROWING YEAR

tear

of FYH6 v87 FYB8 FY89 FY90 Fyol FY92 FY93 Fyos4
Irpact P 1 P 1 P 1 P 1 P 1 P 1 P 1 P 1 P 1
FYbb

FYbJ i ¥.o _\ M

FT88  $1,769.6  $ 376.9 1.740.1 370.6 $ 39.7 § 55

FV89 3.452.3 735.3 3.358.5 715.4 1.817.2 W1 S 4.4 $ 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 $ 4.1 $ 15.0

FTo1 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 $ 471 16.4

FYg3 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

FYo4 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 $ 17.9
FY95 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 4,353.1 820.5
FY9%6 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 1.58J.8
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 2,3b4.S
FYo8 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 3,504.4
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 3.583.2
FY0O 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 3.435.5

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

Fv68 FTB9 FT90 FYol
1 P 1 P 1 P
$ 227.2
443.2 $ 236.9
661.3 4b2.2 S 246.7
991.8 692.8 481.4 *
1.014.1 1,026.9 721.5
973.3 1.067.7 1.077.2
934.3 1.246.1 1.101.5
894.S 974.5 1,057.1
83S.6 933.0 1.014.6
831.6 873.0 971.6
646.3 8b7.3 907.7

Totals after FT94 will be effected by loans rude In FT95 and beyond.

257.9
603.2
754.3
1.126.2
1.151.5
1,106.1
1,061.0
1.015.6

FT92

J 269.7
526.1
788.5

1.177.4
1,203.9
1,155.4
1.061.9

S 281.9
550.0
624.4

1,231.0
1.259.7
1.207.9

294.8
575.0
861.9
1,2b6.9
1.J15.9

217.5

651.6
1.316.2
2,319.9
3.395.0
4,466.2
5.565.2
6.697.0
7.464.6
7,981.6

7,472.1
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MEMORANDU M

TO: Members, Senate Committee onHealth 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 iIn 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

{yng, and there are currently over 1200 students on the waiting
ist.

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:

SCRE$9, Relating to designating February 1986 as Community College
Month.

On October 22, 1985, President Reagan proclaimed February 71986
National Community College Month. SCR 29 affirms this designation
and calls upon the people of the state to observe 1t with
appropriate ceremonies and activities. Special events are planned
at the 11 community colleges in Alaska.
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MEMORANDUM

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 1interest, and 1 believe the
interest of the committee, 1is 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, 1 would ask that the Tfollowing 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 0loan,
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 iIn 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 1in 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 Iloans 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 orapproved college, university,
or vocational-technical program. An incentive of up to Tifty percent

cancellation 1is offered to those borrowers who reside in Alaska after
completion of their programs of study.

Program Summary A~

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 1loans 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.



Loan Award Amounts

The average loan award continued to rise sligntly in 1984-85, following
the dramatic rise 1in 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 1in Figure 1. It is

anticipated that the trend toward higher average loans will continue 1in
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 1loan amount
than the 1in-state borrower for every classification other than
vocational.



Loan Repayments

The student Jloan program is based wupon 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 1in

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 1loans 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 1is 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.
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Senate

January 15, 1986

MEMORANDUM

TO: All Members, Senate Finance Committee

FROM: Senator Jan Faiks, Co-Chairmanl
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 fTollows:

D

2

3

4)

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

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.

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

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



/bC/CH /4"S .
STIJDEt<T LO-.MS— oriE STUDENT"S PERSRECTI ME

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.

R

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 *20,000. NOBODY HAS A PROBLEM WITH
*50,000. 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 5X, SECOND-5-YEAR AT 10X SCHEDULE WOULD DO IT?



Offered: 5/9/85
Referred: Finance

Original sponsor: Binkley

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

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 entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 s
at the rate of eight [FIVE] percent ayear unless the loanis in
default. Interest on a loan that is in default is 10percenta year
for the period the loan is in default.

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

(g) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower's studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this
section. Interest shall accrue as provided in (f) of this section,
but the borrower shall be allowed to repay the loan at a five percent
interest rate for the first three years of the repayment period, with
the extra accrued interest to be paid i.: later years. |If the commis-
sion and the borrower agree to a different repayment schedule, the
borrower shall repay the loan in accordance with the agreement. A
borrower may make payments earlier than required by this subsection.

* Sec. 3. This Act takes effect July 1, 1985. *

1- SCS CSHB 161(HESS)



Senate HESS Committee
January 24, 1986

HB 161, Relating to student loans.

ORIGINAL
D Increases interest ratefrom 5% to &%.

2) Limitseligibility toonlythose who have graduated high
school within one year preceding application.

) Requ_res a needs test for applicants.

vi)) Repeals the forgiveness clause.

HOUSE LOANS COMMITTEE
D 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)

K)) Repeals the forgiveness clause.

HOUSE FINANCE COMMITTEE

D Increases interest rate from 5% to 8%.

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

)] Provides for a '"'ramped" repayment schedule; the Ffirst three
years would be paid at a 5% iInterest rate, wi :h the extra
accrued iInterest to be paid in later years.

HOUSE FINANCE WITH FLOOR AMENDMENT
The house fTloor 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.



§ 14.43.090 Alaska Statutes Supplement § 14.43.090

Effect of amendments. — The 1954  "Methodist" in paragraph i2) of subsection
amendment substituted "Pacific" for (at.

Chapter 43. Scholarship, Loan, and Grant
Programs for Postsecondary

Students.
Article
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)
1. Teacher Scholarship Loan Program (8§ 14.43.600 — 14.43.700)

Article 4. Scholarship Loan Program.,

Section _ . Section

90. Scholarship revolvm_? loan fund 120. Conditions of loans
95. Financial aid committee 125. EI|g|b|I|tJ of students
100. Applications 130. B&e_eale ]

110. Undergraduate loans 160. Definitions

115. Graduate loans

Sec. 14.43.090. Scholarship revolving loan fund, (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. All
repayments of principal and interest on scholarship 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.

(b) [Repealed, § 31 ch 59 SLA 1982 ]

(c) [Repealed, § 31 ch 59 SLA 1982.](8 1ch 98 SLA 1971; am § 1
ch 156 SLA 1972; am 88 1, 2 ch 136 SLA 1974; am § 1 ch 136 SLA
%8;2) am § 31 ch 59 SLA 1982; AS 14.40.751; am § 1 ch 158 SLA

Effect of amendments, — 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 of collecting student loans ~ scholarship loans" in the second sentence
that are in default if those costs are not and "money estimated to be" for "funds"
recovered from the student” at the end of and "is" for "are” in the third sentence.



§ 14.43.095 Education 8§ 14.43.110

Sec. 14.43.095. Financial aid committee, la) The student finan-
cial aid committee is composed of the members of the Alaska
Commission on Postsecondary Education. The commission may dele-
gate its functions under AS 14.43.090 — 14.43.100 to a committee of
Its members, with augmented membership as the commission con-
siders appropriate. The executive officer of the commission is the
executive secretary of the committee. The Alaska Commission on
Postsecondary Education shall administer the program established by
AS 14.43.090 — 14.43.160.

(b) Members of the committee serve without compensation but are
entitled to per diem and travel expenses authorized by law for boards
and commissions.

(c) The committee shall make an annual report reviewing the work
ofthe committee to the governor and the legislature.

(d) The committee shall meet at least once a year. The meetings
shall be held at the call of the chairman or upon petition by two
members. (8§ 1ch 98 SLA 1971; am § 2 ch 156 SLA 1972;am § 5¢h 78
?|9_8A4)1974; am § 3 ch 136 SLA 1974; AS 14.40.753; am § 57 ch 6 SLA

Effect of amendments. — The 1984  colleges and_universities where students
amendment substituted "and the legisla-  receiving tuition grants are enrolled” in
ture" for "the legislature and the private  subsection tc).

Sec. 14.43.100. Applications, (a) Applications shall be submitted
to the executive secretary ofthe committee.

(b) A person whose loan application is not recommended or
presented to the committee by the executive secretary may appeal to
the committee through the chairman of the committee and the
committee shall consider the application. (§ 1ch 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)

Effect of amendments. — The 1954
amendment deleted "or grant” following
"loan" in subsection <

Sec. 14.43.110. Undergraduate loans. The committee may make
a loan, not to exceed $6,000 in any one school year, to an undergrad-
uate student eligible under AS 14.43.125. The committee may make a
loan for a summer term, even if the total loan for the school year
exceeds the $6,000 maximum, if the loan for the summer term is
counted against the $6,000 maximum for the following school year.
(8 Lch 98 SLA 1971; am § 6 ch 136 SLA 1974; am § 1 ch 153 SLA
1978; am ii 1ch 89 SLA 1981; AS 14.40.759; am § 1 ch 34 SLA 1985)
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§ 14.43.100 Alaska Statutes

Revisor's
AS 14.43.09
d h

tes. — The amendments of ] ]
5. cfiS)S, SLA 1074 b, (1A%Ihp fe-enaptment > ch 7-

notes. —
3.C i l§)(A§1974 fc in conflict
and § 3. ch. 136, SL/ , arfc in conflict, ioni -
the ﬁrst act rewriting the subsection to tioTnhi% Laﬁs‘oﬁ’g{etSiﬁ]%%btshegtt'ﬁﬂigcﬁOfr‘rhw
rovide that the Alaska Commresion o0 gram”was repealed by Chapter V'
oslsecondary Education will actkis the (1’930 ang Chapter 59 5|_A|%m- v
financial aid” committee, the second act jn ‘sybsection (a) AS 14431
changing the name and term of members 1443 160" was subStituted fof 4 re-,-
of the existing financial aid selection cor... o' AS14.40.750 — 14.40 806 to com’ -
B BT Sishck SN e et of el
in(tlent, and later e%fectrij\gje date of%he first Y HVisor of statutes under AS 11105

Sec. 14.43.100. Applications, (a) Applications shall be subtr.:
to the executive secretary o( the committee.

(b) A person whose loan orV-ant application is not recommenci-
presented to the committee by Une executive secretary ma?/W appe.
the committee through the chairrmhiofthe committee and the com:
tee shall consider the application. (7§ rx"n 98 SLA 1971:am * 3,
SLA 1972; am § 4 ch 136 SLA 1974; AS\14.40.755) '

Revisor's notes. — The refe ence 10 the tuitio
"grant application” in subsection ibjofthis S A 1980 and Ch
séction s obsolete in light of the repeal of

Sec, 14.43.105. Administration ofprogram. The executive m-
tary shall administer the programs subject to review by the coini,..
and in accordance with the regulations prescribed by the comm::
The promulgation of these regulations is subject to the Adminisir.i-
Procedure Act (AS 44.62), and a summarz of the regulations shu.
distributed to each applicant. (S 1ch 98 SLA 1971; am S 5 ch 13«
1974: AS 14.40.757)

Sec. 14.43.110. Undergquuate loans. The committee may n.
a loan, not to exceed 86,000 in ahglone school year, to an undercraou
student ehglble under AS 14.43.|"5.}§ 1ch 98 SLA 1971:am : «
13648%/5\9)1 74, am § 1ch 153 SLA\T8; am § 1¢ch 89 sLA 197
r40.

nt of the loan from S25(K*

Rev'sor's notes. — AS 14.43.125 was §5n86|0t00

substilued for AS 14.40.765 to conform to

the renumbering of that section by the I'A
revisor ofstatutgs under AS 01.05.0!1. "sg,oeoo" 1308} 5%”688d”%§||”§w.§3b5}‘ .
Effect of amendments. — The 1978  exceed"

amendment increased the maximum

Sec. 14.43.115. Graduat&'Joans. The committee may mak- ai
not to exceed $7,000 in ang one”chool year, to a graduate student »:
is eligible under AS 14.43.12™ abd is pursuing an advanced de."'

(3.1.6h 38 SLA 1671 am § 7 ch 136 Si<A 1974 am § 2 ch 89 SLA D-
$714.40.761)

202

14.*, 11-

Education

,f{a"r’s notes. — AS 14.43.125 was Effcc

iqtuted for AS 14.40.765 to.conform to aénen n
umbering of that section bg the  "$5,00(V

~ ofstatuteés under AS 01.05.031.

N 14.43.120. Conditions ofloans, it
may only be used for books, tuition
and board.
”_\'he loans may only be used to attend
rvjllege or university approved hy the ¢
federally insured, by the United States
'to maintain a loan the student mu?
«time student in good standing in a
sepruniversity designated under (bl
shall adopt regulations defining "got
Subsection.
.Scholarshl’? loans-may not be made
JIOl' more than five years of undergr
or more than five years of gradual
for more than a total of eight \
£T*duate study. . ) .

(e) Loans are interest bearing while a
this section or is receiving a deferment
Hction; however, a student is entitled to 1
;*id in accordance with (o of this sectio:
Mnterestonaloan given under AS 14
jinroffive percenta year, ,
rv.f%) Repayment of the principal and in
r,1 7 than one year after the borrower?

all provide for repayment of the i
.Lij*Ullinents in not more than 10 year?

, VVgi®ent, except as provided in (k) a:
E . itc"mission and the borrower agree toar
SBAIVArrower siall repay the loan in acc
o’ver may make payments earlier

Hwy.'ﬂrity-may not be required for
formade for payment of attorney «
axe incurred in collection of the
alodn is in default, the commis.-
~w.rtpayment of the remaining balar
mie bo.Tower a notice by reglst
portion of a loan shall be paid or
[1jupon completion of the course ¢
" fhe borrower is a resident of |
"ofthe loan that shalllbeé)a
“umiges 0f the to*tal loan received p
ptthe total Ic"i; 03



§ 14.43.115 Alaska Statutes Supplement § 14.43.120

Effect of amendments. — The 1985
amendment, effective May 24, 19S5,
added the second sentence of the section.

Sec. 14.43.115. Graduate loans. The committee may make a loan,
not to exceed $7,000 in any one school year, to a graduate student who
is eligible under AS 14.43.125 a is pursuing an advanced degree.
The committee may make a loan for a summer term, even if the total
loan for the school year exceeds the $7,000 maximum, if the loan for
the summer term 1s counted against the $7,000 maximum for the
following school year. (8 1ch 98 SLA 1971; am § 7 ch 136 SLA 1974;
am § 2ch 89 SLA 1981; AS 14.40.761; am § 2 ch 34 SLA 1985)

Effect of amendments. — The 19S5
amendment, effective May 24, 1985,
added the second sentence.

Sec. 14.43.120. Conditions of loans, (a) Proceeds from scholar-
ship loans may only be used for books, tuition and required fees, and
for room and board. _

(b) The loans may only be used to attend a career education
p~jgram or a college or university aﬁprove_d by the commission, and, if
.me loans are federally insured, by the United States Commissioner of
Education. _

SC)_TO mairtain a loan the student must continue to be enrolled as a
full-time student ir good standing in a career education program,
college or university designated under (b) of this section. The
commission shall adopt regulations defining "good standing” for
purposes of this subsection.

d) Scholarship loans may not be made t< a student

1) for more than five years of undergraduate study;

2) formore than five years of graduate study;

3) for more than a total of eight years of undergraduate and
graduate study. . _ _

(e) Loans are interest bearing while a student is enrolled under (c)
ofthis section  ” receiving a deferment of payments under (k) of this
section; howewv ,a student is entitled to have a portion of the interest
paid in accordance with (1) ofthis section. .

(f) Interest on a loan given under AS 14.43.090 — 14.43.160 is at
the rate of five percent a year unless the loan is in default. Interest on
aI%arf] tr|1tat is in default is 10 percent a year for the period the loan is
in default.

(9) Repayment of the principal and interest on the loan begins no
later than one year after the borrower's studies are terminated. The
loan shall provide for repayment of the total amount owed in periodic
installments in not more than 10 years from the commencement of
repayment, except as provided in (k) and (m) of this section. If the
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a nmission and the borrower agree to a different repayment schedule,
the borrower shall repay the loan in accordance with the agreement.
A borrower may make payments earlier than required by this
subsection.

(h) Security may not be required for the loans; however, provision
shall be made for payment ofat.torne?/ fees and costs of court if either
or both are incurred in collection of the amount owed on the loan.

(i) Ifa loan is in default, the commission shall notify the borrower
that repayment of the remaining balance is accelerated and due by
sending the borrower a notice by registered or certified mail.

(j) Aportion ofa loan shall be paid on behalfof the borro%ver by the
state if, upon completion of the course of study for which the loan was

ranted, the borrower is a resident of the state for at least two years.

he portion of the loan that shall be paid by the state is the followmg
percentages of the total loan received plus interest up to a total of 5
percentofthe total loan: .

%!% two — three years residence in the state, 10 percent;

2 tpree — four years residi ace in the state, an additional 10
percent;

(3) f?ur — five years residence in the state, an additional 10
percent;

4) five — six years residence in the state, an additional 10 percent;
5) over six years residence in the state, an additional 10 percent.
k) Periodic installments of principal shall be deferred, but interest
shall accrue and be paid unless the student is eligible for interest
payment benefits under (7) of this section during any of the following:
{1; return to student status as provided in (c) ofthis section:

2) serving an initial period of up to six years on active duty as a
member of the armed forces ofthe United States;

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

(4) se.rvmq, for up to three years, as a full-time volunteer under the
Domestic Volunteer Service Actof1973, .

(5) for a one-time period up to 12 months in which the borrower is
seekm? and unable to find employment in the United States; or

(6) it the borrower becomes 50 percent or more disabled as certified
by competent medical authority.

(7) The state will pay the interest on that portion of a loan that is
notfederally insured during _
| (1) thg period before the beginning of the repayment period of the
0an; an

2) deferments under (k) of this section.

m) In case of hardship, the committee may extend repayment ofa
loan for an additional period of up to five years in increments no
longer than 12 months each.

(n) [Repealed by § 11 ch 89 SLA 1981
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_ (((j)) fThle provisions of (j) of this section do not apply to a loan that is
in default,

(p) For purposes of this section, a person qualifies as a resident if
the person is physically present in the state with the intent to remain
permanently in the state or, if not physically present in the state, the
person intends to return to the state and is absent due to military
service.

(q) For the purposes of this section a loan is in default if a loan
paymentis 120 or more days past due. (§ 1ch 98 SLA 1971;am § 4 ch
156 SLA 1972; am 8§ 6 ch 78 SLA 1974; am ii 8 ch 136 SLA 1974: am
88 1— 4¢h99 SLA 1977; am 8§ 3 — 8 ch 87 SLA 1979; am § 3 — 9,
11 ch)89 SLA 1981; am 8§ 2 — 4 ch 158 SLA 1954; am § 3 ch 34 SLA
1985

Alaska Statutes Supplement

Effect of amendments, — The 1984
amendment added subsection () and, in
subsection (fi, added the second sentence
and added “unless the loan is in default"
at the end of the first sentence: and, in
subsection (0), 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 of the unpaid balance of a loan
made under AS 14.43.110 or 14.43.115."

The 1985 amendment, effective May 24.
1985, inserted "an initial period of up, to
six years" in paragraph (2> of subsection

k.. o

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

Sec. 14.43.125. Eligibility of students, (a) A person may apply for
and obtain a scholarship loan if the person

L) is . . . .
EA) enrolled as a full-time student in a career education, associate,
baccalaureate, or graduate degree prO(t;ram; or

(B) a graduate of a high school or

he equivalent, or scheduled for

graduation from a high school within six months, with sufficient
credits to be admitted to a career education program or to an

accredited college or university;

) is not delinquent or ‘in default on a previously awarded

s
scholarship loan; and

(3) is a resident of the state at the time of application for the loan;
for purposes of this section, a person qualifies as a resident of the state
ifat the time of application for the loan the person
~(A) has been physically present in the state for at least two years
immediately before the time of application for the loan;

(B) is dependent on a parent or guardian for care, the parent or

guardian has been

present in the state for at least two years

Immediately before the time of application for the loan and the person
has been present in the state for at least one year of the immediately
preceding five years except that the commission may by a two-thirds
vote, acting upon a written appeal b?; the person, grant'an exemption
to the requirement that the person has been present in the state for
one year ofthe immediately preceding five years;
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(C) has been physically present in the state, or is a dependent of a
parent or guardian who has been physically present in the state, for at
least two years immediately before the applicant was absent from the
state and the absence is due solely to

(I) serving an initial period of up to six years on active duty as a
member of the armed forces of the United States:

(i) serving, for up to three years, as a full-time volunteer under the
Peace Corps Act;

(ii1) serving, for up to three years, as a full-time volunteer under
the Domestic Volunteer Service Act of 1973;

(iv) required medical care for the applicant or the applicant's
immediate family;

(v) being a person who otherwise qualifies as a resident and is
accompanying a spouse who qualifies as a resident under (i) — (iv) of
this paragraph;or

(D) has been physically present in the state, or is a dependent of a
parent or guardian who has been physically present in the state, for at
least two years immediately before the applicant or the parent or
guardian was absent from the state and the absence is due solely to

(i) participating in a foreign exchange student program recognized
by the commission;

(i) attending a school as a full-time student;

(ii1) full-time employment by the state;

(iv) being a member of or employed full-time by the state’s
congressional delegation;

(v) being a person who otherwise qualifies as a resident and is
accompanying a spouse who qualifies as a resident under (i) — (iv) of
this paragraph.

(b) A person does not qualify as a resident of the state under this
section if the person declares or establishes residence in another state
during an absence from Alaska. (§ 1 ch 9S SLA 1971; am S 10 ch 89
SLA 1981;am § 9ch 67 SLA 19S3; am § 4 ch 34 SLA 1985)

Effect of amendments. — The 1983  dency requirement for scholarship loans
amendment, |n"para},gra§)h (2) of subsec-  provided 'by AS 14.43.125 Is declared
tion Ib) deleted "and™ following "guardian  unconstitutional or otherwise invalid by a
for care” and added the language begin-  court of competent jurisdiction, the Com-
ning "and the person has been present™at  mission on Postsecondarv Education shall
the'end of the paragraph. _ adopt regulations to impose the most

The 1985 amendment, effective May -1 stringent™ residency  requirement _allow-
1985, rewrote the section. able under the Constitution of the State of

Editor's not ' — Section 18, ch. 67, Alaska and the United States Constitu-
SLA 1983 provided: "If the two-year resi-  tion on scholarship loan applicants.”
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14.4 1.135 Education

student loan program for residents of than the average ofsimilar loans in all but
Alaska to attend colleges and universities one of the 10 western states and the

In Alaska as compared with colleges and ~ amount of the avera%e, loan for graduate
universities outside Alaska: students is the lowest in the West.
, ﬁ),the result of this lack of incentives — “i4 the funds spent on education in
is tha' 64.9 per cent of all undergraduate  Alaskan ~colieges and universities go

student loans and 92.9 percent of graduate ~ fyrther tha wﬁen the funds are spent out
student loans 6)0 to ,stuéjents atten%m col- oli state; ang P

leges and universities outside Alaska; "i5i it would be an aid to the Alaskan

'(53) the amount of the average loan to  economy If the funds in the student loan
undergraduate students attending col- program were spent for education in
leges and universities in Alaska is'lower  Alaskan colleges and universities.'

Sec. 14.43.135. Discrimination prohibited. The student loan pro-
gram shall be carried out without regard to the race, creed, sex. color,
ancestry, national origin, or membership in fraternal or golltlcal 0iba-

nizations of the student applying for the lean. <S 1ch 98 SLA 1971; AS
14.40.769)

Sec. 14.43.140. Enforceability of certain contracts with
minors. A written obligation entered into by a minor at least 16 years
ofage, evidencing a loan or other assistance received by the minor from
any person for the purpose of furthering the minors education in a
career education program or an institution of higher learning, is
enforceable a?amst the minor with the same effect as 1f the minor were,
at the time of its execution. 19 years of age, if the person making the
loan has b_efore_makln? the loan a certification from the institution
that the minor is enrolled in the institution or has been accepted for
enrollment. (§ 1ch 98 SLA 1971; AS 14.40.771)

Editor's notes. — This section was with AS 01.05.0311c) and 5 4. ch. 58, SLA
redrafted by the revisor of statytes to 982

remove personal pronouns in conformity

m V 47437160: Definrtions-InAS 11.43.090- 14.43.160
ypaptionahtechifica training"or educdtion®®§fov d by the commis-

stnHr.r,fU”ut'me stuc’ent means an undergraduate or career education

least 19 W ° 1Senro™ectan” is.in reqular attendance.at classes for .it
seme]s%el hours o cregltor%ﬁe equwaﬁen?durmg t\wesemr»trr

cl U3% s”ucenwh® * enrolled and is in reg[ular atendr.<«- .
a aes orat least nine semester hours ofcredit or the equivalent "¢
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0 e requisite number of semester hours and undertaken . % . -

semester at two or more public or private institution* f ‘w-m»

education operating under a consortium constitutes luii

status;
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§ 14.43.130 Alaska Statutes Supplement § 14.43.160
Sec. 14.43.130. Selection criteria. [Repealed. ( 19 ch 67 SLA 1953 ]

Sec. 14.43.160. Definitions. In AS 14.43.090 — 14.43.160

(1) ™career education” means a course or program in vocational-
technical training or education approved by the commission;

(2) "commission” means the Alaska Commission on Postsecondary
Education:

(3) "federally insured” means a loan covered by the provisions of
the Guaranteed Student Loan Program of Title IV, Part B, of the
Higher Education Act of 1965 (P.L. 89-329), as amended:

(4) "full-time student" means an undergraduate or career education
student who is enrolled and is in reqular attendance at classes for at
least 12 semester hours of credit or the equivalent during the
semester or a graduate student who is enrolled and is in regular
attendance at classes for at least nine semester hours of credit or the
equivalent; any combination of semester hours of credit, or the
equivalent, aggregating to the requisite number of semester hours
and undertaken during a semester at two or more public or private
institutions of higher education constitutes full-time student status;

(5) "school year” means the period from September 1 of one year
through August 31 ofthe following year;

(6) "summer term” means the period from June 1 — August 31.
(8 5¢ch 156 SLA 1972;am S 8 ch 78 SLA 1974; am $8 18 — 20 ch 136
SLA 1974;am § 5¢ch 136 SLA 1975; am £ 7ch 246 SLA 1976;am 5
— 7¢ch 99 SLA 1977; am § 9 ch 87 SLA 1979; am § 11 ch 89 SLA
1951; am § 59 ch 6 SLA 1984; am § 5 ch 34 SLA 1985; am S 1 ch 52
SLA 1985)

19I§§\t/05&% Sabré?}zees e de ﬁg(rjgtaer}lrﬁ%d in MThe3 1seclogns% 39?5 %mendment effeé:tlve
a eleted "operating under a
Etfect Oq A mens - con}gortlum following ' hﬁj%her egducatmn

1984
?Tnﬁ?e%ﬂ egg apart tol%neegtmragraph near the end of paragraph 4)
May 24,1985, adde(fp
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TO: Members, SenateCommittee on Health, Education and Social
Services

FROM: Committee Staff

P.E: Committee Meeting, May 9, 1PP5

CSHB 16l (FIN) Relating to the interest rate and repayment
provisions of scholarship loans; ofd

CSHB 161 (FI1*) would increase the Student Scholarship Loan Prccrf.m
cash flev.7 bv:

1) iIncreasing 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 - months;

3 restructuring the repayment schedule by calculating the first:
3 payments at 5% interest rate with the additional interest
to be paid iIn later years.

el 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 iar. 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

IN THE HOUSE BY THE FINANCE COVMMTTEE

For

SCS CS FOR HOUSE BILL NO. 161 (Finance) am N€SS
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to the interest rate, loan condi-
tions and repayment provisions of scholarship loans;

and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
'—mlSeetion 1.— A6-144¢43i120(e)—O' amendod -to--road<m

ge—a full-timo-ctudont in good Et-andj.ng-—or as—a—p-irfctxmd—sk.udant -in
gaod amending—in-more—thon one — - f»g— a— ko-kal— numbar.

---------- ey™di-t6- e”uivalont to-a—full-time--student--in-a carear education prom

*

gram) ooH-ego-»r-university d&s-i-gnated-under- () af- th-i-s-seG+i-on-. The m

p00eo-04-t:hio--oub'tHVtiraFw
Sec.Jjf. AS 14.43.120(f) is amended to read:

(f) Interest on a loan given under AS 14.43.090 - 14.43.160 is
at the rate of eight [FIVE] percent a year unless the Iloan is in
default. Interest on a loan that is in default is 10 percent a year
for the period the loan is in default.

SecMvjf.  AS 14.43.120(g) is amended to read:

(9) Repayment of the principal and interest on the loan begins
no later than six months [ONE YEAR] after the borrower's studies are
terminated. The loan shall provide for repayment of the total amount
owed in periodic installments in not more than 10 years from the
commencement of repayment, except as provided in (k) and (m) of this

section. Interest shall accrue as provided in (f) of this section.

-1- SCS»CSHB 161(Fin) am U65S



but the borrower shall be allowed to repay the loan at a five percent

interest rate for the first three years of the repayment period, with

the extra accrued interest to be paid in later years. |If the commis-

sion and the borrower agree to a different repayment schedule, the

borrower shall repay the loan in accordance with the agreement. A

borrower may make payments earlier than required by this subsection.
*S T h i s Act takes effect July 1, 1985.

CSHB 161(Fin) am -2-
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BEThEﬁﬁM%Sg
Representative Johne Binkley
MEMORANDUM
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."

The Alaska Student established in 1971 to
provide aid to Alask ow interest loans. It
is the most successful yiuyiam iu me 1ilauuu. 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 repaymentof 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 a5% 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.



