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Be it enacted by the People of the State of Maine as follows:
Sec. 1. 20-A MRSA c. 419-E is enacted to read:
CHAPTER 419-E
MAINE EDUCATION FOUNDATION

§117Q1, Establishment

The Maine Education Foundation, referred to in this chapter
as the "foundation," is established to foster, support and assist
qualified residents of the State with the resources necessary to

rtici in stsecondar ducation rograms includin

emplo nt opportunities in thig Sta and to assist in onomic
revitalization efforts in the State. The foundation shall carry
out its purposes in complement to and in coordination with the
postsecondary financing, student financial assistance and
educational attainment activities of State Government, the
Federal Government, institutions of higher education in the State
and the private sector.

The foundation exists as a nonprofit corporation with a
public purpose, and the exercise by the foundation of the powers
conferred by this chapter is deemed an essential governmental
function.

§11702. Definitions

As used in this chapter, unless the context otherwise
indicates, the following terms have the following meanings.

1, Academic achievement. "Academic achievement'” means

graduation in the top 25% of a class of graduating high school

nigrs or rning a grade point aver £ 2 r more, based on

a_ 4 rad int stem, or the equivalent, for currently

nroll llege tudent nd 11 her s condar

applicants. _ Eligibility for applicants not currently enrolled

must be based upon their most recent cumulative grade point
average.,

2. ard of irectors; board. "Board of directors" or
"board" means the board of directors of the foundation.

3. Chief executive officer. "Chief executive officer"
mean h hi xecutiv fficer of t foun ion.
4 1 n "College students'" means those

students who graduated from a high school in the State or the
equivalent and are residents of the State or who did not graduate
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from a high schoeol in this State or the equivalent but have been
residents of the State for at least one year and are attending an
institution of higher education in the State on a full-time basis

or a part-time basis at the time of application for program
participation,

5. Cos f _attendance. "Cost of attendance'" means the
tuition and required fees applicable to a student, together with
other educational expenses reasopably related to the cost of
attendance at an institution, including the cost of room and

0 transportation k and supplie as define rules
adopted by the foundation.

6. Duly enrolled. "Duly_ enrolled" means the status of the
eligible college student who has attended the first class meeting.

7. Education lgoan. "Education loan" means a supplemental
loan in accordance with chapter 417-A that is made by the Finance
Authority of Maine or by, or on behalf of, an institution to a
student or to parents of a student, or both, in amounts not in
excess of the maximum amounts specified by the Finance Authority
of Maine to finance a part or all of the student's cost of
attendance at an institution. An education loan constitutes a
Finance Authority of Maine loan.

8. Eligible program of study. '"Eligible program of study"

means a certificate program of at least one year, an associate's
degree program or a baccalaureate degree program.

. Endowment. . "Endowment" means _th Maine Education
Endowment Fund established in section 11703, subsection 1.
10 Fo ion. "Foundation" means the Maine Education
Foundation or its successors or assigms.

11. Institution; institution of higher education.
"Institution" or "institution of higher education" means any
public or private nonprofit educational institution Ilocated
within this State that is attended by residents of the State and
any proprietary educational institution within the State for
which loan guarantee services are readily and conveniently
available to the Finance Authority of Maine, both of which:

A. Provide a program of education beyond the high school
level:

B. Award an associate, bachelor or advanced degree: and

C. Meet the conditions of applicable rules adopted by the
foundation.
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12. Internship service. "Internship service'" means service
in _a business or enterprise in the State approved by the chief
executive officer in consultation with the commissioner for a
full school year.

13. Nonloan, student financial assistance. "Nonloan,
student financial assistance" means scholarships, grants,

work-study programs, loan forgiveness for qualified internships
and all other available sources, except an education loan, as

determined by the Finance Authority of Maine by rules adopted in
accordance with Title 5, chapter 375,

14. Qualified recipients. "Qualified recipients" means
private, nonprofit organizations qualified under the United
States Internal Revenue Code of 1986, Section 501(¢)(3) that are
related to public institutions of higher education in this State
or are not related to private institutions of higher education in
this State and that have the principal purpose of providing
scholarships to and otherwise enhancing the postsecondary
educational opportunities of college students enrolled in

eligible programs of study.

15. Rule. "Rule" means a rule adopted by the foundation
pursuant to section 11706, subsection 2.

16. Supplemental incentive grant. "Supplemental incentive
grant" means a grant of tuition assistance pursuant to section

11714 to an eligible student by a qualified recipient on behalf
of the State.

17. Unmet need. '"Unmet need” means the difference between
the cost of attendance for a student for an academic year at an
institution of higher education and the total of all a student's
sources of fipancial assistance, including  loans, grants,
work-study programs and all other available sources, as

determined by the foundation by rules adopted in accordance with
section 11706, subsection 2.

18. Workforce shortage area. "Workforce shortage area'
means a geographic region of the State for which there is an
insufficient supply of qualified workers, as determined by the
chief executive officer in consultation with the Commissioner of
Labor and the Commissioner of Economic and Communi Development.

117 Pur e

The foundation shall foster, assist and participate in

efforts that support increased levels of enrollment in
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postsecondary education programs and postsecondary educational
attainment for residents of the State, including efforts to
expand empl ent opportunities in this St nd to assist in
economic revitalization efforts in the State, in c¢oordination
with existing state, federal, regional and local agencies and
public and private sector institutions. The foundation shall
enter into a contract or contracts for services to carry out the
purposes described in this chapter. The foundation must operate

in accordance with the followin rovisions.

1. Maine Education Endowment Fund. The foundation shall

rive xpand acc nd nrollmen in ondar

cation rogr nd articipation in internshi rvice
opportunities in this State for resident students by providing
for h managemen and overnance £ h Main cation

Endowment Fund, which is established as a permaneant endowment
consisting of certain funds dedicated by the Legislature and by
other private and public sources for the purposes described in
this chapter. Any unexpended funds appropriated by the
Legislature to carry out the purposes of the endowment do mnot
lapse, but must be carried forward for continued use in the
endowment..

R lysi econdar artici ion
attai n economi evel n The foundation may:

A. Develop, propose and recommend new ideas and changes to

State Gover nt, institutions of higher ucation and other
programs and activities that can support and sustain the
growth of postsecondary participation and educational
attainment of state residents and the development of the
State's economy, including financing and student financial

i nce strategies and programs and workfor velopmen
strategies and economic development programs to best meet

the economic needs, problems and conditions of the State:

B Analyze opportuniti to improv rtici ion and
enrollment of state residents in postsecondary education and
trainin rogr includin artici ion in internshi
service and career development activities, especially with
i es and ublic ctor rganization nd agencies
acros he S e; and
C. Analyze opportunities to promote private sector and
busine investment in the s ondar ion and

training _programs offered by institutions of higher
education in the State.
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~leari e for secondar ucation programs and

student financial assistance; public, private partmerships. The
foundation shall strive to:

A. Provide a clearinghouse for all postsecondary education
programs in the State and all available public and private
sources of student financial assistance:

B. Expand the traditional government and higher education
sector partnership in providing postsecondary education
financing, student financial assistance and _educational
attainment to include other gignificant public and private
sectors of the economy: and

C. Build the leadership capacity of public and private

sector agencies and organizations and th capacit of

institutions of higher education to accomplish the
postsecondary enrollment, educational attainment and
economic development goals of the State.

§11704. Board of directors; chief executive officer

The Board of Directors of the Maine Education Foundation
consists of 11 directors appointed to serve in that capacity in
accordance with this section. The board of directors shall elect
a vice-chair and a treasurer from among the members of the board.

1. Chief executive officer. The board of directors shall
appoint a_chief executive officer of the foundation. The chief
executive officer may not be appointed from among the directors.
Upon _appointment, the chief executive officer becomes a
nonvoting, ex officio member of the bhoard of directors of the
foundation. The appointment and compensation of the chief
ex tive officer is subject to the civil rvice law. The ard
of directors shall provide advice to the chief executive officer

on the operation and investment of the endowment.

2. Membership. Membership of the board of directors is as
follows:

A. The Treasurer of State;

B Two members a i d b th G rnor  from he
membership of a statewide organization representing the
chief executive officers of public and private postsecondary
institutions in the State, one representing the public
institutions of higher education and one representing the
private institutions of higher education;
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C. _One member appointed by the Governor from the members of
the Finance Authority of Maine:

D. Two me r ointed by the Presiden f the Senate
representing institutions of higher education with

experience in and knowledge of institutional investment of
funds and higher education finance policies who must be
trustees, directors, officers or employees of apn institution
of higher education in the State. One member must be

appointed to represent public institutions of higher

education and one member must be appointed to represent

riv institution hi r ion;

E. Two members a inted b he eaker of the H wh
must be student financial aid administrators at
postsecondary institutions in the State, one representing

he ubli institution of higher ucation nd one

representing the private institutions ¢of higher education;

F. One member appointed the eaker of the House who

must be a chief executive officer or serve in a leadership
position in & private sector partnership, firm or

corporation in the State;
G. One member appointed by the President of the Senate who

must be a representative of a state financial institution
that is active in student lending:; and

H. One member appointed by the Speaker of the House who
must represent the interests of students, parents and other
members of the public who use student financial assistance

rogr S.

Each r the vernor, President of the Sen nd Speaker of

the House shall jointly select a chair of the board from among

he members of th oard

3. Terms. Members of the board of directors are appointed

for terms as follows.

A, Two members appointed by the Governor, 2 members
appointed by the President of the Senate and 3 members
appoin b h eaker of the Ho under bsection 2
must be appointed for initial terms of 2 years, and the

remaining members must be appointed for initial terms of 4
years. Thereafter, members must be a inted for terms of 4

years. Members may be removed for cause.

B. Except for members appointed to an initial term of 2
rs under paragraph A, who may serve their initial term
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plus one full term_in succession. and except for the chief

executive officer of the foundation, a person may not serve

as a director for more than 4 years in succession.
C. Members representing st agencies and institutions of

higher education nd h member representin a state
financial institution serve until their successors are
appointed and qualified or until their association with the

res ive agencies or institutions end whichever curs
first.

4. A in nt. In th ase that a member leaves the board
of directors, the respective appointing authority shall appoint a

new member to serve out the remainder of the term.

5. Organization. Each year the board of directors shall

elect from among its members a vice-chair and any other officers
it requires other than the chair. The board shall meet at the

call of the chair or at the request of 3 of its members. Eight

members constitute a quorum and no official action of the board
ma taken unless supported by at least 5 members of the board.

6. Conflict of interest. The board of directors shall
establish conflict-of-interest provisions as part of its bylaws,
These provigions must include a requirement that a board member
is not considered to have a conflict of interest or the
appearance of a conflict of interest because of that member's use
of the programs of or association with a postsecondary
educational institution, high school or financial institution, as
lon as_no member artici es in an official capacity with
respect to any matter that has an effect on that member or on the
institution with which that member is associated that is unigue
and distinct from the effect on the general public or persons
engaged in similar professions, trades, businesses or employment

or sociated with similar institutions.

7. Expenses. Members of the board of directors must be

compensated according to the provisions of Title 5, chapter 379,
subchapter I.

8. Staffing assistance. The Treasurer of State shall
rovi appropriate staff ort to the board of directors.
117 neral wer

The foundation may:

l. Sue or be sued. Sue or be sued in its own name;:
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2. Apply for and receive funds. Apply for and receive
funds from any private source or governmental entity, whether by
way of grant, donation or loan or in an her manner:;

3. Administer programs. _Administer programs and contract
for services with the Finance Authority of Maine, financial
institutions, educational institutions, business enterprises,
nonprofit institutions and organizations or individuals for such
assistance in administering the programs as the foundation may

require:

4, Postsecondary education participation and economic
development services; fees. Provide services to public or private
institutions or organizations to assist their efforts in
postsecondary education and economic development in the State and

to har uch fees for these servi i m nsider
appropriate;

5. _Real and personal property. Purchase, receive, hold,
lease or acquire by foreclosure, operate, manage, license and
sell, convey, transfer, grant or leas real an ersonal
property, together with such rights and privileges as may be

inciden nd appurtenant to that real or personal property and
the use f that real r persconal roper includin but_not
limited to, any real or personal property acquired by the
foundation from time to time in the satisfaction of debts or

enforcement of obligations;

6. Expenditures and obligations regarding real and personal

by T Mak all expenditures and incur n ligations
reasonably required in the exercise of sound business principles
to secur oss ion of reserve, maintain, insure and improve
real and personal property or interests in_ real or personal

property acgqguired by the foundation:
7. Securities. Acquire, subscribe for, own, hold, sell,

assign, transfer, mortgage or pledge the stock, shares, bonds,
debentures, notes or other securities and evidences of interest
in or indebtedness of any person, firm, corporation, joint stock
company, partnership, association or trust and, while the owner
or holder of such an interest or indebtedness, exercise all the
rights, powers and privileges of ownership, including the right
to vote;

- _Enc rance of property. Mortgage, pledge or otherwise
encumber any property right or thing of value acquired pursuant
to the powers contained in subsection 5, 6 or 7 as security for
the payment of any part of the purchase price of such a property
right or thing of value:
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9., Officers, agents and employees. Elect, appoint or hire
officers, agents and employees of the foundation and define their
duties and fix their compensation:

10. _Contracts and liabilities. Make contracts and incur
liabilities for any of the purposes authorized in this chapter:

11, Debt. Borrow money and incur debt for any of the
purposes authorized in this chapter, including the power to issue
its bonds., debentures, notes or other evidences of indebtedness,
whether secured or unsecured: and secur he mortgage
pledge, deed of trust or other lien on its property, rights and
privileges of every kind and nature, or any part of or interest
in its property, rights and privileges:

12. Collaborate and cooperate with agencies, organizations

C rati . Collaborate with and avail itself of the
services of govermmental agencies and instrumentalities of the
State, including the State Planning Office within the Executive
Department, the Department of Economic and Community Development,
the Finance Authority of Maine, the Maine Development Foundation
and the institutions of higher education in the State to
coordinate the programs of the foundation; and cooperate and
assist and otherwise encourage organizations, local or regional,
private or public, in the various communities of the State in the
promotion, assistance and development of individual and community
prosperity and economic welfare of c¢itizens of the State,

communities and public and private institutions and corporations;

13. Bylaws. Adopt bylaws not inconsistent with this
chapter for the governance of its affairs or with the laws of

hi have th eneral powers accorded corporations under
Title 13-B, section 202 and do all other things pecessary or
convenient to carry out the lawful purposes of the foundation; and
14. Foundation costs and _expenses. Fund all c¢osts and
expenses incurred in connection with the exercise of powers
granted under this chapter as administrative costs of the

foundation and the endowment. The foundation may not assess the
endowment a fee in excess of 1% of the balance in the endowment
in any year for the administrative costs and expenses of the
foundation and the endowment.

11706. Limitation of wers

Notwithstanding any other provision of this chapter, the

foundation does not have power or authority to enter _into
contrac obligations or commitments of any kind on half of

the State or any of its agencies, nor does it have the power of
eminent domain or any other power not provided to nonprofit
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corporations nerally. Bonds notes and other vidences of
indebtedness of the foundation are not in any way a debt or

liagbility of the State and do not constitute a pledge of the
faith and credit of the State.

1. Public meetings and receords. Except for records
containing specific and identifiable personal information
acquired  from applicants for or recipients of fimancial
assistance, the books and records of the foundation are public
records and its meetings are public proceedings within the
meaning of Title 1, chapter 13, subchapter I.

2. Rulemaking. The foundation hall b rulemakin
establish requirements and limitations for each program governed
by or operated pursuant to this chapter in accordance with this

subsection. The foundation shall adopt rules to ensure that each
program maintains maximum feasible 11 ration an ration

with any current or future agency., department, authority,
instrumentality or corporation created, designated or establighed
th ate, includin hut n limited he State Plannin
Office within the Executive Department, the Department of
Economic and Community Development, the Finance Authority of
Maine, the Maine Development Foundation, the University of Maine
System, the Maine Maritime Academy and the Maine Technical
11 m. In adoptin r amending rule the foundation
shall consider to the extent possible the rule-making procedures
set forth in Title 5, chapter 375, subchapter II. The foundation
m not. a r amend rules without providing the opportunit
for interested persons to make public comment on the proposed
rules. The foun ion shall provide public¢ noti t least 14
days prior to the date of a public hearing or at least 30 days
prior to the last date on which views and arguments may be
submitted to the foundation for consideration if no public
hearing is scheduled. Public notice must provide to the extent
possible the procedures for public notice set forth in Title 5,

i 3. For he urposes of this subsection, the
foun ion shall rovide written notice to the State Planning

Qffice within the Executive Department, the Department of
Economic and Community Development, the Finance Authority of
Main he Main evelopment Foundation, the University of Maine
System, the Maine Maritime Academy, the Maine Technical College
System an any other agencies, departments, authorities and
instrumentalities of the State identified by the bhoard of
directors. Any rule must be approved by the board of directors
after review of the rule and an accompanying fairness opinion
prepared by an independent 3rd party.

3. Use of competitive bidding. The foundation may enter
into contracts for services through an open, competitive bidding
process in accordance with this subsection. The foundation shall
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ad rules requirin that contracts may n ntere into

without prior public notice and opportunity for interested
rson mak r als, an he foundation m n ado the

rules until after providing public notice and opportunity for
public comment on the proposed rules in accordance with

subsection 2. In a tin those rules h foundation shall
consider to the extent possible the rules and procedures with
respect to the competitive bidding process set forth in Title 5,
chapter 155, subch er I-A. Any contract must be reviewed by

the board of directors and an accompanying fairness opinion
repared by an in ndent 3r art rior to board roval.
11707. Liabili f officers; directors

All officers, directors, employees and other agents of the
foun ion entrusted with the ¢ ody of th ecurities of or
authorized to disburse the funds of the foundation must be
bonded, either by a blanket bond or by individual bonds, with a
suret ond r bond with a mipimum limi ion f 1 000
coverage for each person covered, conditioned upon the faithful
pexformance of their duties, the premiums for which must be paid
out of the assets of the foundation.

11708. Proghibited inter f officers, dir T 1 es

An officer, director or employee of the foundation or the
spouse or dependent child of an officer, director or employee may
not receive any direct personal benefit from the activities of
the foundation in assisting any private entity. This provision
does not prohibit corporations or other entities with which an
officer or director is associated by reason of ownership or
employment from participating in _educational attainment and
economic development activities with the foundation, as long as
such ownership or employment is made known to the board of
directors and the officer or director abstains from voting on
matters relating to such participation.

11709. nation e
Th at through the Tre rer of t m a t
donations, bequests, devises, grants _ or other interests of any

nature n behalf of the foundation nd transfer uch funds
property or other interests to the foundation.

11719. 1l r rt: audit

The foundation shall provide an annual report and an
independent audit of its activities to the Govermnor, the
Legislature and its board of directors. The foundation is
subject to further audit and review if considered necessary by
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the Governor or the Legislative Council at the expense of the
tate.

§11711. General conditions; dissolution

The foundation operatesg as _a nonprofit organization
consistent with its composition and broad public purposes. _ The
following conditions apply to the operation or disscolution of the
foundation.

1. Net earnings of the foundation. No part of the net
earnings of the foundation inure to the henefit of any officer,
director or employee, except that the foundation is authorized
and empowere a reasonable compensation for services
rendered and otherwise hold, manage and dispose of its property
in furtherance of the purposes of the foundation.

2. Dissolution of foundation. Upon dissolution of the
foundation, the directors and chief executive officer shall,
after paying or making provision for the payment of all
liabilities of the foundation, cause all of the remaining assets
of the foundation to be transferred to the State.

§11712, Liberal construction

This chapter must be construed 1liberally to effect the
interest and purposes of the foundation for improved educational
attainment and economic development efforts in the State and must

be broadly interpreted to effect such intent an urposes and not
as a limitation of powers.,

1171 ine Edu ion Endo nt Fund: pu e

1. nerally. The purpose of the endowment i rovide
financial assistance to and for the benefit of eligible residents
f th e to tend an ingtitution of higher educati in the

State by providing funds appropriated or allocated by the

Legislature for the creation and maintenance of a permanent

endowment to carry out the purposes of this chapter.

2 Fin e £f endo : nonl ing f The endowment
in 1] asset funds and holdings held in trust in the name
of, on behalf of or for the benefit of the endowment. This is a
nonlapsing fund, the sources of which include all appropriations
and allocations by the Legislature to the endowment; money from
an other source whether ubli or rivate designate for
deposit into or credited to the endowment; and interest or other
income or assets ¢of the endowment. Any funds appropriated and
allocated by the Legislature to carry out the purposes of this

Page 12-LR0075(1)



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

chapter may not lapse and must be carried forward for continued
use in the endowment.

3. Maine Education Endowment Fund Reserve: established.
The Maine Education Endowment Fund Reserve, referred to as the
"reserve" in this chapter, is established beginning the fiscal
year ending June 30, 2001 and continuing in each fiscal year
thereafter in the General Fund for the purpose of accumulating
funds to provide student financial assistance for citizens in
this State to enroll in postsecondary educational programs _in
this State and to continue their participation in such programs
until they have attained a postsecondary education degree at an
i itution of higher edu ion in thi tate. Subject to the
requirements of this section and subsections 4, 5 and 6, funds in
he r rve may be ma available in fiscal year 2001-02 and each
fiscal year thereafter to the General Fund Maine Education
Endowment Fund program in the Maine Education Foundation through
allotment by financial order, upon the recommendation of the
State Budget Officer and approval of the Governor, to be used for
providing student financial assistance to eligible citizens of
this State pursuant to this chapter.

4, Excess neral Fun revenue: transfer of funds.
Notwithstanding any other provision of law, as the first priority

before any other transfer, at the close of fiscal year 2000-01
following the end of that fiscal year and at the close of each
fiscal year thereafter and following the end ¢of each fiscal year,
the ©State Controller shall transfer any excess General Fund
revenue in _an_ amount mnot to exceed $15,000,000 over accepted
revenue estimates for fiscal year 2000-01 and each fiscal year
thereafter to the reserve.

5. Transfer to the reserve. Notwithstanding any other
provision of law, as the next priority after any transfer
rsuan sub tion 4 t _the close of fiscal year 2000-01
following the end of that fiscal year and at the close of each
fiscal year thereafter and following the end of each fiscal year,
the State Controller shall transfer to the reserve the available

balance remaining from the unappropriated surplus of the General
Fund.

Limitation of neral Fund transfers. Beqginning in the
fiscal year ending June 30, 2001 and continuing in each fiscal
year thereafter, the aggregate amount of transfer of General Fund

available balances in subsections 4 and 5 may not exceed
$125,000,000.

7. Treasurer of State authority for deposit of state funds:
interest earped on endowment: disbursement of endowment funds.

The Treasurer of State is responsible for the custodial care of
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the endowment and may deposit into the endowment state funds
pursuant to Title 5, section 135. Interest earned on the

inv ment of the endowment must be redited he lified
recipients pursuant to sections 117 an 1171 r must be
deposited in the endowment to be invested with other assets. The
Treasurer £ State is re nsibl for di rsemen £ _the
endowment assets to qualified recipients upon certification by

the chief executive officer that the provisions established under
sections 11714 and 11715 are met.

8. Investment of endowment ; fiduciary roles and
responsibilities. The chief executive officer shall act as
fiduciary and financial agent with respect to the management and
administration of the endowment. The chief executive officer,
with the advice of the board of directors, shall direct the
Treasurer of State to invest endowment funds in any investments
determined by the foundation to be appropriate, notwithstanding
any general statutory limitations on investments of public

fun The chief executive officer shall tr h ndowment a

hel in rust on half of the t onl for th r es
specified in this chapter and no other and shall separately
account for the endowment as investmen set attributing to
the endowment its proportional share of investment returns and
inv ment man men os and _expen including c and
expenses of the foundation arising because of its investment of
the endowment.

9. Annual plan: investment, administration and allocation
£ en nt funds. The use of the endowment mus e based on a
lan vel d annually by the chief executiv fficer after

consultation with the Treasurer of State and the board of
directors., Prior to June 15th of each year., the chief executive
officer shall present the annual plan for the investment,
administration and allocation of the endowment and endowment
investment return to gqualified recipients in _accordance with
sections 11714 and 11715. The annual plan must also include the
related investment accounting, investment return and expense

attri ion in a rdance with section 11705 section 14,

10. Use of endowment. Until otherwise provided by the
Legislature, and subject to the limitations in section 11705,
subsection 14, the endowment may be used for necessary audit
services, legal expenses, investment management fees and services
and general administrative expenses related to the management and

administration of the endowment.

11. Audit of en nt The chief executiv fficer shall

ensure adequate audit of the investment management of the
endowment and the expenditures of the endowment each state fiscal
year within the scope of the annual audit of the foundation or
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as considered appropriat the board of

directors., Any separate audit must be reported to the Governor,

e Legislature h hief executiv officer an h tate

Controller in as timely a manner as possible after the close of
each state fiscal year.

12. Annual report. The chief executive officer shall

rovi an nnual report of its tiviti rel to the

endowment to the Governor and the Legislature. The foundation

activities related to the endowment are subject to further review

if considered necessary by the Governor or the Legislative
Council at the expense of the State.

13. Reduction prohibited. Allocations from endowment
assets must be in addition to_any other funds appropriated to the
University of Maine System, the Maine Technical College System
and the Maine Maritime Academy and may not be used to reduce
appropriations for other purposes.

11714. A1l ion of en nt assets: loan forgiveness
program; eligibility

1. Allocation of endowment assets. In July of each year,
beginning in the year 2002, the Treasurer of State shall withdraw
at least 5% of the assets that were in the fund on the previous
Ju 30th nd in accordance with the annual plan appr by the
board of directors under section 11713, subsection 9, shall
allocate the amounts necessary to gqualified recipients for the
purposes of providing student financial assistance in accordance
with the provisions of this chapter. Endowment assets must be
distributed to eligible students enrclled in an eligible program
of study in institutions of higher education as follows:

A, The primary disbursal of the annual withdrawal of
endowment assets must be distributed to eligible students
enrolled at institutions of higher education in_ this State
who have been approved to participate in a loan forgiveness

for alifi internshi fined in section
11717;: and

B. The ndar isbursal of the annual withdrawal of
endowment assets must be distributed to qualified
recipients, which must receive these funds solely for the
ur e of providin te matching fun s described in
section 11715.

Upon determination that the provisions under this section and
section 1171% have been met, the Treasurer of State shall provide
that endowment funds are made available to gualified recipients.
A t 5% of the endowment assets mu nnuall llocated
pursuant to this section, provided that the amount appropriated
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under this allo i may no xceed an n would brin

the endowment balance below the allocation m in fiscal year
2002.

2. Primary disbursal of endowment assets: loan forgiveness
program for qualified internships. In accordance with the annual
lan roved he board of directors under section 11713
subsection 9 and upon determination that the provisions under
section 11717, subsection 2 have been met, the Treasurer of State
shall disburse the necessary amounts to qualified recipients for

the purposes of providing a loan forgiveness program for

gqualified internships pursuant to section 11717.

3. Eligibility. Loan forgiveness for qualified internships

ma warde nly to residen f the St who ¢

A. Have graduated from an approved secondary school or

matriculated at a postsecondary school prior to high school

r ion or _have (o full mple a eneral

educational development examination or its eguivalent:

B. Have been accepted for enrollment as full-time or
part-time undergraduates _or are in good standing as
undergraduates at institutions of higher education in an
eligible program of study pursuant to section 11702 and have
not received a previous baccalaureate degree:

C. Have applied for a gqualified student internship program
according to schedules and procedures and on forms developed
by the foundation:

D. Have been determined by the foundation to have satisfied
a financial need according to the criteria set forth in
rules; and

E. Meet the state residency requirements that must be
established by rules adopted by the foundation.

Eligible students may accept student financial assistance
pursuant to this section in addition to any other types of
student aid, except that in no case may a student receive
additional student financial assistance that would exceed 100% of
the otal cost of attendan t an institution of higher
edu ion Recipien of a state student incentive scholarshi
may be eligible to receive student financial assistance pursuant
to this section, The foundation shall adopt rules for awarding
student financial assistance and determining award _amounts
pursuant to this section.

1171 condary disbursal of endo nt assets: e

Page 16-LR0075(1)



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

matching fund program: qualified recipients:
administration of endowment allocations

1. ondar i rsal of endowmen In accordance
with the provisions of section 11714, the secondary disbursal of
the annual withdrawal of endowment assets must be distributed to
gualified recipients for the purposes of providing state matching
funds t lified institutions in __accordance with the
requirements of subsections 2 and 3. Upon determination that the
provisions under subsection 3 have been met, the Treasurer of
State shall provide that endowment funds are made available to
gualified recipients who have had a match certified by the board
of directors.

2. Private, nonprofit organizations. Private, nonprofit
organizations that are qualified recipients may receive endowment
funds solely for the purpose of matching gualifying private gifts
or grants that must bhe wused for providing scholarships to
eligible _students pursuant to this section. A _qualifying
m hin rant must be a gift of §5 or more from a single
donor to the qualifying private, nonprofit organization.

3. Administration of endowment allocatioms. The respective
governing boards of gqualified recipients shall adopt criteria
establishing qualifications for public and private gifts and
grants to be matched from the endowment: and may establish any
other gualifications determined by the respective boards to
provide the greatest incentive for encouraging private endowment
gifts for scholarship or student financial assistance purposes.

4, Use of matchi fund: 1ifi recipients.
gualified recipients that are private, nonprofit institutions not
related to a private institution of higher education may
establish cooperative arrangements with private institutions of
higher education to use the funds allocated under this section to
provide student financial assistance to resident students of this
State enrolled in eligible programs of study in private
insti ions of higher education consistent with the requirements
of this section. Qualified recipients that have been certified
by the board of directors to have available a gualifying matching
gift shall use the funds allocated wunder this section in

accordance with the terms of their scholarshi rogr rovided
hat the fun e used solely for the purposes 4 ri in this
section.

Funds provided to eligible students pursuant to this section must
be based on financial need and must be applied to the student's
unmet need for financial assistance or to replace a supplemental
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education loan included in the student's financial assistance
package in accordance with rules established by the foundation.
An institution of higher education or ualifi recipi that
is a private, nonprofit institution may not supplant or reduce
the existing level of ncnloan, student financial assistance
awarded to students with matching funds provided by the State,

5. Eligibility. Student financial assistance provided by
sta matching funds may be awarded only to residents of the
State who meet the eligibility requirements of section 11714,
subsection 3. Eligible students may receive State matching funds
pursuant to this section in addition to any other types of
student financial assistance, _except that in no case may a
student receive state matching funds that combined with the
student's exigting financial assistance would exceed 100% of the
total cost of attendance at an institution of higher education.
Recipients of a state student incentive scholarship may also be
eligible to receive state matching funds pursuant to this
section. The foundation may adopt or amend rules for awarding
student financial assistance and determining supplemental
incentive grant award amounts pursuant to this section.

6. Prorated grants. A recipient of state matching funds
whose course load is reduced from full time must receive a
prorated level of student financial assistance for that term of
the recipient's enrollment.

7. Withdrawal. If a recipient of state matching funds
withdraws from an institution and the student is entitled to a
refund of tuition, fees or other charges, the institution shall
retain the amount of state matching funds awarded in accordance
with the institution's refund policy and shall carry such funds
forward for continued use in the program.

8. Length of awards. State matching funds are for a period
not to exceed one academic year. A recipient of state matching
funds who remains eligible must be considered in the succeeding
award vear.

9. Period of study. An eligible student may receive state
matching funds for a period not to exceed 8 semesters or its
equivalent for a fuil-time student and 16 semesters or 120 credit

hours, whichever is completed first, for a part-time student.

The period may be extended for not more than one additional
academic year, if:

A, The student is pursuing a course of study leading to a
first degree in a program of study that is designed by the

institution offering it to extend over 5 academic years: or
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B. The student will be unable to complete a course of study
within 4 academic years because of a reguirement of the
institution that the student enroll in a noncredit remedial
course of study. "Noncredit remedial course of study" means
a_course of study for that no credit is given toward an
academic degree and that is designed to increase the ability
of the student to_engage in an undergraduate course of study
leading to that degree.

10. Nonlapsing funds. Any unexpended funds ropriated b
the Legislature to carry out the purposes of this section do not

lapse, but must be carried forward for continued use in the
rogram.

11716 R e for pr sal: endowmen rogr

The foundation shall develop a process for requesting
roposals to provide technical assistance and raticonal support

~for the development and implementation of endowment scholarship

and internship programs pursuant to this chapter. A proposal for

a _personal services contract or contracts must follow the
competitive bidding procedures required in section 11706,
subsection 3. A proposal must contain at_a minimum;

1. of chnical assist re r rational

support services. The types of technical assistance and
research, administrative and operational support services that
can assist the foundation in fulfilling its mission to provide
student financial assistance for students in the State through
the development and implementation of endowment programs;

2. Definition of services. A clear description of how the
bidder will provide technical asgistance and research,
administrative and operational support services that include, but
are not limited to, strategic planning for and research in
identifying nonstate sources of scholarship and grant aid from
the private and philanthropic sectors, the identification and
recruitment strategies for private and public sector businesses
and enterprises that may provide gualified internship
opportunities for postsecondary education students in the State
an h m f how endowment funds are used to fulfill its

established purposes;

3. Student financial assistance administration services.
A _clear description of how the bidder will provide technical
assistance and administrative support services to enhance the
ability of the foundation to develop a public-private partpnership
that will implement student financial assistance programs that

incilude, but are not limited to, scholarship, grant, internship,
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service-learning, work-study., lcan and loan forgiveness programs:;
and

- Assessment program. A clear description of how the
bidder will develop an assessment program that includes, but is
not limited to, tracking the outcomes of the student financial
assistance programs funded by the endowment on the recipients of
the aid, the institutions of higher education in the State and

busin n onomic developmen region across the tate.
Th men rogr description must incl im costs

of full implementation of the assessment program.

11717 Interns for ine Program

There is established the Interns for Maine Program to

provide financial assistance to full-time and part-time c¢ollege
students pursuing an associate's degree or a baccalaureate degree

and who demonstrate an interest in pursuing a career in this
State Th rogram re iz outstandin olle udents. The

chief executive officer shall administer the program and shall
establish by rule the rates of interest or fees to be charged.
The chief executive officer may contract for services with the

Finance Authority of Maine, financial institutions, educational

insti ions, business enterprises, nonprofit institutions and

organizations or individuals for such assistance in administering

he programs as the foundation may require.

1. Nonlapsing, revolving fund. The Interns for Maine fund
is created as a nonlapsing, interest-earning, revolving fund to

carry ou h urposes of this section. Any unexpend balance
in the Interns for Maine fund carries over for continued use

under this section. The foundation may receive, invest and
expend, on behalf of the Interns for Maine funds money from
gifts, grants, bhequests, loans and donations., in addition to
money appropriated or allocated by the State, Loan repayments
under this section or other repayments to the foundation must be
invested by the foundation, as provided by law, with the earned
income to be added to the fund. Money received by the foundation

n half of the fun xcept interes income, m be used for

the designated purpose:; interest income may be used for the
designated purpose or to pay student financial assistance
administrative costs incurred by the foundation as determined

ropri the foundation.

2. Interns for Maime loan recipients. Each year, full-time
and part-time college students who show evidence of academic
achievement may be considered for recognition as Interns for
Maine loan recipients. Applications must be submitted to the

chief executive officer at a time and in a format to be
determined by. rule of the foundation. The Governor, after
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consultation with the chief executive officer, shall announce the

names of those individuals selected by the chief executive
icer In ns for Maine loan recipients.

3. Allocation of funds. The foundation shall establish by
rule the allocation of funds available under this section.

A. Interns for Maine loans of 3,000 r academic
ar r 12,00 total m be made to ligibl 11
students pursuing a bachelor's degree.

B Interns for Maine loans of up t 0 _per academic

r or 6 0 tal ma be mad eligibl students
ursuin n ociate's degree.

c. Interns for Maine loans for undergraduat tudents are

for one academic year and are automatically renewed if the

recipient maintains a grade point average of 2.5 based on a
4.0 grade point system or the eguivalent.

In no event may an individual receive Interns for Maine 1loans
totaling more than $12,000,

4 Eligibility for postsecondary education loans. A
postsecondary education loan under this section may be given only
to a high school graduate, or the egqguivalent, who is a resident
of the State, who has been recognized as an Interns for Maine
loan recipien n who has met her ligibili criteria
established by rule of the foundation. Preference must be given
to students enrolled in an educational program that has been
determined to be in a workforce shortage area.

. P n rovisions Payment of Interns for Maine loans

must be made directly to the institution for credit to the

student's account and be made within 60 followin vidence
th h nt h become duly enrcolled at the postsecondary
ingtitution, These loans may be used only to substitute or
replace a family contribution or interest-accruing locans. If a
recipient of a loan withdraws from an institution and if the
student is entitled to a refund of tuition, fees or other
har he institution shall ay directl he foundation

from that refund a sum that represents the portion of the loan
paid to the student for the portion of the academic year that the

student did not complete.

6. Repayment: internship service provisions; deferment.
Each 11 s nt who receives an Intern r Maine lgoan m

cancel the total amount of the loan by completing one year of
internghip services in a gqualified internship project in the

tate for ch ear the individual ¢ ives a loan. The
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internship service requirement is one year of internship service
for every 2 years or less that the individual receives a loan if
the internship service is performed in a workforce shortage
area. Internship service for this purpose must be performed

during the period of time when the college student is enrolled in

an eligible program of study as defined in this chapter. If the
chief executive officer grants a deferment, the time period for
performance of internship service may b xte d for the same
period as the deferment. Internship service may not be credited
for the same mester for which an individual receives an Interns
for Maine loan pursuant to this section. Failure to fulfill the
internship service option necessitates repayment of the loan to
the foundation as follows.

A. The debt must include the total amount of the loan and
interest at the rate established by rule of the foundation,

less he ount if n that has been _cancelled b
internship service,

B. The total debt must be repaid to t foundation within
10 years of graduation from the institution of higher
education according to a schedule established by the chief
executive officer. Due dates for repayments are set by the

chief executive officer and may be extended for the same
period of any deferment granted by the chief executive

officer.

C. A recipient of a loan may seek a deferment of the annual
payments for a period or periods as established by rule of
the foundation. A request for deferment must be made to the
chief executive officer who shall make a determination on a
case-by-case basis. The chief executive officer may grant a
deferment in the event that a recipient ¢of a loan evidences
intent to participate in a qualified internship project but
is _unable to establish a gualified internship project
necessary to obtain forgiveness of the loan at the time the

deferment is sought. The chief executive officer shall
T ir rtification of the i nt annuall and gran a
one-year deferment for each approved request for deferment.
A recipient may not receive more than 5 one-year
deferments, The decision of the chief executive officer is
final.

lifie internship projects. In order for an

internship project to be eligible for financial assistance under
the program, the following criteria must be met.

A The gqualifying internshi roject must be en in or

involve at least one of the following enterprises:
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(1) Marine science:
2 Biotechnol :
3 Manufacturing:

(4) Export of goods or services to locations outside
the State or activities that result in significant
amounts of capital being imported into the State:

(5) Software development;

6 Provision or development of environmental services

or technologies;

(7) Provision or development of financial or insurance
products or services;

8 Provision or developmen f health care products
or services:

(9) Production of value-added goods from natural
resources; or

1 Other nterprises that the bear of dir rs
determines will further the purposes and intent of the
program,

B. Th ualifyin internshi roj must have a irect

relationship to the intern's academic program, must
demonstrate the potential for the intern's skill Jevelopment
and must benefit the public as determined by the chief
executive officer.

C. The prospective intern for the gqualifying internship

r c mus submi t the chief X iv officer n
internshi roject lan includin ate mechanisms to
monitor th ccomplishment of the internshi roj lan as

T ed.

D. The foun ion shall regquire th each institution of

higher education report on the gualifying internship
projects engaged in by the institution's students at least
annually on each of the following factors:

(1) Enterprises providing gqualifying internship
projects and their satisfaction with the projects;:

2 S satisfaction with h lifyin

internship projects;
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3 Student academic progress:

4 Job creation; and

(5) Any other factors as the foundation may reguire.

Sec. 2. Report. The Maine Education Foundation shall submit a
report to the Joint Standing Committee on Education and Cultural
Affairs by January 30, 2002 on the rules and rule-making process
to implement the Maine Education Endowment Fund.

SUMMARY

This bill establishes the Maine Education Foundation and the
Maine Education Endowment Fund to provide eligible Maine
residents with the financial resources to access postsecondary
education opportunities and achieve higher levels of educational
attainment. The bill accomplishes the following.

1. It establishes a ll-member board of directors to advise
the Chief Executive Officer of the Maine Education Foundation on
the operation of the foundation programs and investment of the
endowment fund.

2. It provides that endowment funds be allocated to
qualified institutions of higher education in the State and
qualifying nonprofit corporations for the purpose of implementing
a supplemental incentive grant program that targets these funds
to a student's unmet need or supplemental education loan
balance. These funds may not supplant scholarships, grants or
other nonloan sources of financial assistance, but must be
applied to an eligible student's unmet need or supplemental
education loan balance.

3. It establishes an internship program for postsecondary
education students with public and private sector organizations
and institutions throughout the State. Students who participate
in a qualified internship may be eligible for forgiveness of all
or part of their student loans.

4. It authorizes the foundation to establish a
clearinghouse for postsecondary education programs and student
financial assistance, and to foster the leadership capacity of
public and private sector agencies and organizations and the
capacity of institutions of higher education in the State to
accomplish the postsecondary education enrollment, educational
attainment and economic development goals of the State.
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5. It authorizes the foundation to establish a request for
proposal process for administering student financial assistance
programs with proceeds from the endowment fund, including

researching and tracking the outcomes of the student financial
assistance programs.
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