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EXECUTIVE SUMMARY

The Student Financial Aid Transition Advisory Committee issued its first
report in December 1989. That report contained 14 recommendations designed to
accomplish the immediate transfer of all state student financial assistance

rograms to the Finance Authority of Maine (FAME) as provided by P.L. 1989,

hapter 558 which was enacted in June of 1989. Those recommendations were
incorporated into LD 2216 and enacted as P.L. 1989, Chapter 668, effective March
16, 1990. Chapter 668 also extended the life of the advisory committee and
directed it to study several additional financial aid issues.

This final report of the Student Financial Aid Transition Advisory
Committee addresses the following issues: The provision of financial aid
counseling and outreach services by FAME; the consolidation of the suPplemental
loan program which is currently offered by the Maine Educational Loan
Authority (MELA) under the direction of FAME; an expansion of the
supplemental loan }l:.le;’c.:lgram to meet the unmet need of certain students and
families; the establishment of a college savings or tuition prepayment plan; the
relationship of FAME and the existing TRIO programs; and the role of FAME in
the existing Maine Choice Program.

The advisory committee recognizes the important role that financial aid
information provided by counseling and outreach can play in the ability of many
students to Emrsue post secondary study. Six recommendations are designed to

ide F in establishing and operating a counseling and outreach program.
o legislation will be necessary to implement the recommendations.

The supplemental loan program currently offered by MELA has filled an
important gap in the financial aid needs of Maine families and out-of-state
families with children attending Maine institutions of higher education.
Approximately $6 million in loans were made in each of the first 2 years of the
program. The advisory committee’s 3 recommendations are designed to
encourage FAME and MELA to negotiate, if possible, FAME’s immediate
takeover of the program and, at least, the eventual offering of its own
supplemental loan program by FAME following termination of the initial MELA
bond authorization. Accomplishment of that merger would be consistent with
the one-stop-shopping goal of the original legislation. Necessar{ implementing
legislation is contained in the advisory committee’s proposed legislation.

The advisory committee found several misunderstandings centered on
what has been frequently called the loan of last resort program. In order to be
financially and administratively feasible, any loan program designed to meet the
needs of students and families who fall between the cracks of existing need-based
and credit-based aid c}:m:; ams must be carefully defined as to target population,
eligibility criteria and other goals. It is especially important that such a program
have sound credit-based criteria for eligibility. Otherwise the default rate would
be unmanageable. The advisory committee’s 3 recommendations direct FAME to
establish an auxiliary component of the supplemental loan program designed



to provide an additional level of review under slightly lessened credit worthiness
eﬂibﬂity criteria. That review is designed to serve certain Maine borrowers who
fall through the eligibility cracks of other aid programs.

After reviewing various types of hiﬁher education tuition assistance, the
advisory committee recommends that F take steps to establish and market a
Baccalaureate Bond Pro based on the sale of State issued capital appreciation
(zero coupon) bonds. The bonds should be available in denominations designed
to make the program attractive to families of low and moderate income as well as
higher income families. Language to accomplish this recommendation is
included in the advisory committee’s proposed legislation.
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Introduction

In 1989 during the First Regular Session of the 114th Legislature,
Public Law Chapter 559 was enacted. That law provided for the
consolidation of various existing and new student financial assistance
E;'ograms and services under the authority of the Finance Authority of

aine (FAME). In addition to its various existing financial programs,
FAME was to become, in effect, the "one—sth-shop" agency for student
financial assistance in Maine. Chapter 559 also established the Student
Financial Aid Transition Advisory Committee to study and make
recommendations on several important transition issues which were not
spelled out in the law. The advisory committee was to report to the Joint
Standing Committee on Education which would then introduce legislation
to the Second Regular Session of the 114th Legislature to address the
transition issues identified in Chapter 559.

During the summer and fall of 1989, the advisory committee
developed recommendations which it presented to the Education
Committee in December. The report addressed several key programmatic,
administrative, personnel and funding issues. Those recommendations
were incorporated into LD 2216 which was considered by the Legislature
in the Second Regular Session during the spring of 1990. The advisory
committee’s recommendations, as revised by deliberations of the
Legislature, were enacted as P.L. 1989, c. 698 effective on March 16, 1990.

In addition to the substantive recommendations of the advisory
committee, the Legislature also adopted a recommendation that the life of
the advisory committee be extended for one year to assist FAME and the
Legislature with the resolution of several remaining student financial
assistance issues. The charge to the advisory committee was to issue
recommendations on the role if any, which FAME should take with respect
to the following: a financial aid counseling and outreach program, a
supplemental loan program, a "loan of last resort" program, a prepaid
tuition or coﬂege savings plan, the Trio dprograms, and the Maine Choice
]i’rogram. The advisory committee was directed to report by December 1,

990.

During 1990, 2 new members were appointed to the advisory
committee replacing members of the original committee who had
resigned. The committee met twice sitting as a full committee and 4 times
in subcommittees. This report contains the advisory committee’s findings
and recommendations on the issues assigned to it for study by Chapter
698. Suggested legislation to implement its recommendations is attached
as an appendix.
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I. Counseling and Outreach Program

A. Background

In today’s increasingly complex world which places a premium
on post secondary academic, professional or vocational training, it is
clear that students and their families operate under a severe handicap
if they lack adequate information on opportunities for post secondary
study. Students may be deterred from considering higher education
based on the mistaken perception that the expense is too great and that
they will not be able to get sufficient financial assistance. Lack of
appropriate and timely Information may result in enrollment in
inappropriate programs or courses at the high school level foreclosing

st secondary study; it may also lower aspirations for higher
education altogether. Recognizing the need for such information, the
Legislature, in creating F ‘s one-stop-shopping financial assistance
role, directed FAME to establish a counseling and outreach program
for students and families.

B. Findings

1. The student financial assistance counseling and outreach
component is one of the most important elements of a
comprehensive financial aid program and deserves a higg J)riority
for development and implementation. The committee finds there
is a sense of urgency to establish such a glrogram in Maine because
its absence contributes significantly to the waste of human talent
which results when students and their families lack complete
information on post secondary study wt;ﬁt‘ons. A comprehensive
counseling and outreach program will provide much needed
information and support services for students and their families.

2. The legislation establishing FAME as the coordinating ai‘genr[:g for
financial assistance programs in the state, directs to
establish and operate a counseling and outreach program for
financial aid. Implementation of that directive does not mean that
FAME will replace all existing guidance and counseling services
in the state. FAME does not have the resources to do so; and, in
addition, most counseling and outreach responsibilities are
currently well handled by school guidance counselors and college
financial aid directors and their staffs. What FAME is in a unique
position to do is to identify and fill the financial aid informational
gaps which exist in the current system, help coordinate the
activities of the existing providers and act as a clearinghouse
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to direct applicants to the appropriate sources of information.
FAME's counseling and outreach role should supplement, not
supplant, the traditional sources of counseling such as parents,
teachers, guidance counselors, placement counselors and financial
aid officers.

The principal emphasis of FAME in financial aid counseling and
outreach should necessarily be providin% information on sources
of post-secondary financial assistance. To the extent that other
actions such as providing information on admission standards or
offerinﬁr::areer counseling are accomplished as part of FAME's
counseling and outreach program, that would be useful, but is not
the major goal of the program.

In addition to secondary students, it is critical that FAME's
counseling and outreach program also target middle school
students whenever possible and as resources permit. Too often
decisions made by those students and their parents without full
knowledge of post-secondary education opportunities and
requirements, result in foreclosing opportunities for academic,
vocational or professional study after high school.

More and more students who do not fit the traditional age group
or full-time status of typical college students are seeking
post-secondary educational opportunities in order to increase
their skills and earning capacity and to seek personal fulfillment.
These non-traditional sl'ucr:ants anticipate an enrichment of their
personal lives. They also represent a potentially valuable resource
to society. Most guidance and counseling programs and lines of
communication exist to serve tygical high school and college
students, not non-traditional students. FAME must constantly
and aggressively seek out opportunities to provide appropriate
information to non-traditional students.

The necessary degree of staff time and other resources devoted to
the counseling and guidance function should be determined by
FAME after assessing all the recommendations of this committee,
the effect of computerizing its financial aid operations (potentially
freeing up existing staff for other tasks such as counseling and
outreach) and further analysis of the individual talents of current
staff members. The committee believes that the responsibility for
providing the counseling and outreach program is clearly spelled
out in the authorizing legislation and the recommendations of this
committee and that the responsibility is well understood by
FAME. The specifics of how to administratively implement the
program within existing resources is best left to the discretion of
the Maine Education Assistance Board and the FAME staff.
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C. Counseling and Outreach Recommendations

1y

High priority for Financial Aid Counseling and Outreach

FAME should place a very high priority on designating
personnel responsible for the development and coordination of a
counseling and outreach program and begin implementation as
soon as possible.

Advisory Committee

Fame should establish a counseling and outreach
liaison/advisory committee to provide input in establishing
counseling and outreach strategies and programs and in
evaluating those strategies and programs once established. To
maximize the flexibility and usefulness of such a group, the
8) ointments should be made as necessary by the Chief Executive

icer of FAME. The groups represented should include, but
need not be limited to, the following: Maine Association of
Student Financial Aid Administrators, Maine Association for
Counseling and Development, New England Association of
College dmissions ounselors (Maine delegate), Maine
Educational Ocpportunjty Association, Maine Occupational
Informaton oordinatin Committee, Maine Aspirations
Foundation, University o% Maine Aspirations Project, Higher
Education Council, and any departments of State Government
serving displaced homemakers and workers, welfare recipients
and otﬁer potential non-traditional students.

Program Coordination

FAME should function as a financial assistance coordinator
by establishing a systematic and proactive counseling and
outreach program and, at every opportunity during the
establishment and operation of that program, seeking to foster
direct contact between guidance counselors, financial aid officers
and Erents and students. FAME should act in a planned and
coordinated way to identify and fill existing gaps in available
information, policies and communication networks which inhibit
the effective communication of financial aid information between
any affected parties. FAME should actively seek ways to
disseminate pertinent information to the appropriate parties. For
the present, these activities should be undertaken with existing
resources.

Middle School Programs

Because of the importance of the middle school years in the
formation of student aspirations and in family planmnF for post
secondary study, FAME should develop a middle school
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component to the counseling and outreach program as existing
resources permit.

5. Expansion of the Scope of the Financial Aid Guide to Post
Secondary Education

FAME should Tclpand the scope of the existing Financial Aid
Guide to Post Seco Education to serve as a comprehensive
resource for school guidance <counselors, teachers and
administrators. The source book should be revised annually each
fall and should include: a complete description of all financial
assistance programs—federal, state and campus-based--includin
eligibility and filing requirements; a listing of financial ai
contacts at each campus; a description of important changes in
programs, a%plication procedures and forms; and a series of
uestions and answers designed to address common problems
aced by students and families applying for financial aid.

6. Informational Services

FAME should continue its already instituted toll free phone
number (1-800-228-3734) for financial assistance information. In
addition FAME should experiment to determine the need for a
limited time "hotline" to answer specific questions from parents
and students on filling out financial aid forms during peak times
of the year. The phones might be staffed by informed volunteers
from the financiali assistance community. %inally FAME should
develop a specific informational/advertisement program
designed to reach non-traditional students.

IIL.  Supplemental Loan Program

A. Background

In 1988 the Legislature passed legislation establishing the Maine
Educational Loan Authority (MELA) to offer a supplemental loan
program for students and families who do not meet the rigid need
standards of existing scholarship or Stafford Loan programs, and yet,
still have need for educational funds. MELA offers loans of between
$2,000 and $20,000 per school year at reasonable interest rates from
funds raised through the sale of tax exempt bonds. Borrowers must
meet ordinary standards of credit worthiness and show evidence of
sufficient income to make payments during the school and post
graduation periods.

The 1989 law establishing FAME as the central agency for
coordinating student financial assistance services and the December
1989 report of the Transition Advisory Committee direct FAME to
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offer a supplemental loan program for students and their families.

The Transition Advisory Committee considered the issue of what form

such a program should take in its initial report, but felt there were too

E:ny outstanding questions to make a definitive recommendation at
t time.

Briefly, the issues identified as needing attention were: (1)
assumption of the relatively large debt obligation of the current
proFram provided by MELA, (2) need for more information on the rate
of loans originated under the MELA program and projections on
payback of those loans, (3) need for agreement among the various
Earties with contractual relationships to the MELA program on how

AME could run the program, (4) how to structure future
supplemental loan bond issues, (5) how and who would be best to
service the supplemental loan program, and (6) staffing needs for
FAME to run the supplemental loan program.

B. Findings

1. At present, the basic options for offering a supplemental program
are to:

- Authorize FAME, through enactment of legislation in 1991, to
take over control of the existing MELA Lﬁroiram and to run
the entire supplemental loan program in the future;

- Authorize FAME, through enactment of legislation in 1991, to
implement a separate supplemental loan program which
would, for the time being, operate along side the MELA
program; or

- In the short term, enact legislation authorizing FAME to
contract with MELA to provide loan services (like MELMAC
now does) and direct FAME to negotiate with MELA and
MELMAC on how best to consolidate the supplemental loan
program

2. Providing for FAME to take over the MELA program would be in
line with the "one stop shopping" goal of the original legislation.
On the other hand, there are several factors which dictate against
legislating a takeover of the MELA program by FAME at this
time. Among them are:

-  The potential disruption of existing contractual arrangements
between MELA and other parties to the bond issue, such as
the letter of credit bank and the loan insurer;
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-  The debt obligation incurred bfy MELA as part of its start-up
costs and the cost to the State of FAME assuming those costs;

- Although currently increasing, the demand for supplemental
loans o%er the firsgr 2 years of%VIELA’s operation haE.sp been less
than originally projected; and

- Although indications are that they will be, it is not clear that
the payback rate on the MELA loans will be sufficient to meet
existing obligations.

3. FAME currently lacks complete information on the cash flow
projections for the MELA loan program, including the impact of
switching servicers from CSX to TERI and the impact of the
present rate of loan originations on the rate of payback.

4. Exercising the 3rd option described above would permit FAME to
negotiate to administer the MELA supplemental loan program
temporarily--probably for the duration of the original A bond
issue (and any extension). It would also permit FAME to
neﬁoﬁate with the various parties regarding how best to assume
full responsibility for the su%emental loan program, includin
the possibility of seeking authorization to extend bon
authorization of the original issuance. It would also enhance
FAME's ability to plan how to structure future supplemental loan
bond issuances.

C. Supplemental Loan Recommendations:
1. FAME contract to provide services.

The MELA statute should be amended to authorize MELA to
contract with FAME to administer the supéslemental loan program
for the duration of the initial MELA bond authorization and any
extension of the bond authorization.

2. Negotiate transfer of MELA.

At the same time, FAME and MELA should negotiate on the
terms of transfer of the current MELA program to FAME to
ensure that the transfer, if it is to be accomplished, is done
without adversely affecting the viability of the program or the
integrity of the initial bond issuance.

3. New supplemental loan program.

Following the Period of the initial bond authorization, FAME
should be authorized by new legislation to offer its own
supplemental loan program when the details can be worked out
by FAME and other involved parties.
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IV. Loan of Last Resort Program

A. Background

The concept of a "loan of last resort" focuses on providing a source
of additional financial aid should all other available sources be
exhausted without meeting all legitimate unmet needs for post
secondary study. Families with unmet needs are apt to be in the
middle income range and may not qualify for sufficient need-based
grant or loan assistance from the state or federal governments while
also not qualifying for credit-based loans such as the MELA
supplemental loan.

The 1990 legislation which centralized student financial assistance
programs under the direction of FAME directed the Student Financial
Aid Transition Advisory Committee to study the issue of a loan of last
resort and to report to the Legislature and the Governor.

B. Findings

1. Although it is difficult to quantify the need for an auxiliary loan
program precisely, there are some students who have need and
who fall between the eligibility cracks of existing financial aid
programs, e.%., 230 students were turned down for MELA
supplemental loans this year.

2. Families may have need of auxiliary financial assistance for many
reasons. Often, the need is due to failure to qualify for credit
based loans, such as MELA, because of an excessive debt to
income ratio or because of a poor credit history, combined with
insufficient eligibility for need based grants and loans due to
excessive liquid assets. In some cases, the cost of certain
institutions may simply outstrip the aid that is available. Without
some additional assistance, these students will either have to
attend a different institution or delay attendance.

3. An auxiliary aid program cannot be all things to all people. It
cannot be a grant program; nor can the State afford to back loans
to all needy students regardless of credit worthiness or other
factors which have been proven to limit repayment ability. To be
manageable, financially and administratively, such a roEram
must be carefully defined as to target population, eligibility
criteria and other goals.

4. The term "loan of last resort” is misleading and confusing. One
implication of its use is that everyone who has unmet needs can
get a loan regardless of credit worthiness or ability to pay. If that
were the case, the program would be prohibitively expensive and
more akin to a grant program than a loan program.
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C. Auxiliary Loan Program Recommendations

1.

Expansion of Supplemental Loan Program

FAME should investigate the establishment of an auxilia
aid program which would provide loans to satisfy unmet needs
or, in appropriate cases, family contributions of students who
need additional financial assistance to attend the post second
institution of their choice. In lieu of a separate, new "loan of last
resort”, that program should, if practicable, take the form of an

extension of eligibility for a A supplemental loan with an
opportunity for review of individual circumstances.
Eligibility

To be eligible for the auxiliary loan review process, a
borrower must have (a) applied for other forms of financial aid,
including a MELA supplemental loan, and been turned down or
have continuing need even after aid has been awarded, (b) used
all available sources of aid , (c¢) satisfied credit worthiness
standards established by FAME which may be somewhat more
relaxed than existing A supplemental loan standards, (d) met
Maine residency requirements established by FAME and (e) been
admitted to an accredited institution of post secondary study-.

Reserve for Defaults

Because under the reduced credit worthiness standards there
is an increased likelihood of defaults under the auxiliary loan
review process, provision must be made to pay off any additional
defaults which do occur. In negotiating to assume operation of
the existing MELA sup}glemental loan program, F should
also investigate the possibility of implementing this auxiliary loan
review process under the provisions of the current bond issue. If
it is not possible to do so under the restrictions of that bond
issuance, future bond issuances should be structured to permit it.
In order to permit implementation of an auxiliary loan review
process before the next bond issuance, FAME should make
projections on the demand for such a program, the likely default
rate and the needed reserve fund to satisfy any defaults. A
General Fund appropriation may be requested to establish the
reserve fund. In any event, the increased risk of default must
ultimately be borne largely by the state.
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Ye

Prepaid Tuition and College Savings Plans

A. Background

In 1987, the Student Educational Enhancement Deposit Act (SEED)
was created as a guaranteed prepaid tuition program for Maine families.
For a number of legal and administrative reasons, SEED has not yet been

ut into operation. As a result of the comprehensive financial aid
egislation and the recommendations of the first report of the Transition
Advisory Committee, the responsibility for administering SEED was
transferred to FAME in 1990. However, the report recognized the
difficulties facing the program and also recommended that SEED and
alternatives to it be further studied this year.

B. Findings

1. The SEED program which is currently established in law but not
implemented 1s burdened with several difficulties. Among the
more serious problems are tax disadvantages under federal law
and a conflict with the Maine Constitution.

2. The committee has examined the various types of college tuition
assistance programs, including SEED and other prepaid tuition
plans, the federal Series EE saving plan, and various college
savings programs, including savings bond plans. It is our
conclusion that each of them has advantages and disadvantages.
However, of all of the programs, a college savings program based
on a combination of promotion of the %edera.l ries Savings
Bond Program and the sale of general obligation zero coupon
bonds issued by the State has the most advantages and fewest
disadvantages.

3. A zero coupon bond college savings program has the greatest
amount of flexibility among the various types of programs
reviewed by the committee and, therefore, has the greatest
potential for tailoring to meet the widest range of family needs. If
such a program were actively marketed by FAME, it would have
wider appeal than similar privately offered investment options
because of the State’s endorsement of the program, double tax
exemption and the fact that maturities can be selected to provide
funds in the ufrear they are likely to be needed. A zero coupon
program would be easy to admiruster and would be cost effective.

4. A zero coupon bond program cannot easily serve the needs of low
to middle income families. These families would be better served
by investment in the federal Series EE savings bond program.
Series EE bonds can be purchased in amounts as low as $25 and

roceeds are double tax exempt when used in compliance with
ederal law for post secondary education.
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C. College Savings Plan Recommendations
1. Baccalaureate Bond Program

As a replacement for the SEED Plan, FAME, in cooperation
with the Treasurer of the State, shall seek to develop a
Baccalaureate Bond Program based on the sale of State issued zero
coupon bonds. This program should be marketed in conjunction
with the federal Series EE Saving Bond Program designed to
appeal to all family income levels.

2. Further Research

FAME's first step in establishing the Baccalaureate Bond
Program should be to work with the gtate Treasurer to research
and investigate the likely demand for bonds, the effect on State
borrowing and bond repayment, and the necessary approvals,
legislative changes and other actions neces to implement the
program. Other elements to the program which FAME should
examine are the desirability of establishing a layaway type
payment plan for those who cannot afford the full purchase price,
the usefulness of exempting some amount invested in the bond
program from being counted as family assets during the
determination of need for other State aid programs, and the need
for a cap on the amount which can be purchased under the
grogram. FAME should include in its annual report to the Joint

tanding Committee on Education a report on its implementation
of the Baccalaureate Bond Program.

3. Marketing

A critical element of the family savings bond program is the
marketing of it as a student financial assistance tool to families
who might not otherwise use such a method to save for college
expenses. Once the program is established, FAME should
concentrate on this aspect to assure the program'’s fullest use and
to target use of the zero coupon bonds to those saving for
educational expenses.

VL Trio Programs

A. Background

The so-called Trio Program consists of the Student Support
Services, Talent Search and Upward Bound Eio rams. These 3
programs are federally funded grant programs which provide money
to states for education-related services for economically and
educationally disadvantaged or disabled high school and college
students who are potential first generation college graduates. Each

rogram has a different focus and method of operation; but all are
designed to provide positive educational experiences which raise
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educational aspirations, as well as specific educational support
services such as counseling and tutoring. In some cases, the services
are provided to high school age students; other times to students
already in college.

In each of the last 2 legislative bienniums, bills have been
introduced to appropriate state funds to supplement the federal
money going to 'Frio. The rationale for the bills was the success of the
Trio Program as measured by the rate of drop out from high school,
the rate of enrollment in college and the college continuation rate.
However, at the present level of federal funding, Trio serves only a
small percentage of eligible students—about 5%*. In addition, there is
the ongoing threat of federal cutbacks in the program. Each of the bills
received preliminary apgroval from the Legislature, but both died for
lack of funding at the end of the Session.

In its preliminary report last year, the Transition Advisory
Committee recognized that if Trio were expanded by an infusion of
State money, State-level administrative responsibilities would
certainly increase. Were that to occur, the committee felt that FAME
should be restFonsible for coordinating those responsibilities in
conjunction with its comprehensive student financial assistance duties.

B. Findings

1. All 3 Trio programs are very successful and represent an excellent
model for encouraging post secondary study among a specific
population of students. Trio programs should continue to operate
within their defined target population with whatever resources
are available from various sources.

2. FAME's role should be to draw on the experience and expertise of
Trio programs and Eersonnel, especially in performing its
counseling and outreach function.

C. Trio Recommendation

FAME should integrate and incorporate Trio personnel in
developing and implementing its counseling and outreach program.
That involvement could take several forms. lgirst, Trio agencies should
be considered as lead organizations where FAME desires to target
disadvantaged students for counseling and outreach or other aspects
of its program. Second, FAME shouﬁd include representation from
Trio programs, especially Talent Search and Upward Bound, on its
counseling and outreach advisory group. ird, FAME should
actively recruit Talent Search and other Trio counselors to be part of
the bchosuhnseling and outreach information network which it will
establish.

* From Statement of Fact to LD 1212, introduced in 1989.
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VIL Maine Choice Program

A, Background

The Maine Choice Program was established in 1989 to provide
financial assistance in the form of educational loans to superior
students seeking post-secondary education in the field of nursing or
other allied health occupations such as physicians’ assistant or nurse
practitioner. An advisory board consisting of 5 ex officio and 5 public
members to be appointed by the Governor was created to assist in the
implementation of various aspects of the program. No money has
been appropriated to fund the loan program. Beginning in January
1991, the advisory board is charged with the responsibility of advising
FAME annually on the amount of money necessary to implement the
program.

B. Finding

The committee finds that it has little role to play at this time in the
operation of the Maine Choice Program. The authorizing legislation
has been enacted, the process for its operation is in place and members
are in the process of bein ap(fointed to the advisory board. When the
board is fully constitutecP and has made its funding recommendation,
FAME will forward that request to the Governor's Office and the
Legislature as part of the budgetary process.

C. Choice Program Recommendation

FAME should monitor the work of the Maine Choice Program
Advisory Board as appropriate. When the advisory board formulates
its budget recommendation, FAME shoul consider that
recommendation, along with those of other advisory groups, in
constructing its budget request.

VIII. Completion of Advisory Committee Charge
A. Background

The committee published its first report in December 1989 to
provide for the immediate transition of ncial aid programs and
administrative functions to FAME. That report also provided for
continuation of the advisory committee to examine the additional
financial aid issues addressed in this report. With the publication of
this report and introduction of accompanying legislation, the Student
Financial Aid Transition Advisory C;:)mmittee created in 1989 has
completed its work.
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B. Recommendation

Any funds left in the account of the Student Financial Aid
Transition Advisory Committee after all its expenses are paid should
be transferred to lErAI\/IE and earmarked for use in establishing the
counseling and outreach program.
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APPENDICES

- Authorizing Legislation : PL 1989, c. 698

- Proposed Legislation: 1991 LR #357






APPRQVED CHAPTER

-

MAR 16780 8773

STATE OF MAINE BY GOVERNOR PUBLIC LAW

IN THE YEAR OF OUR LORD
NINETEEN HUNDRED AND NINETY

S.P. 865 — L.D. 2216

An Act to Coordinate and Consolidate Student Financial
Assistance Services under the Finance Authority of Maine

Emergency preamble. Whereas, Acts of the Legislature do not
become effective until 90 days after adjournment unless enacted
as epergencies; and

Whereas, students attending or planning to attend
institutions of higher education, who are residents of the State
or attending these institutions in the State, and families of
these students, are in need of financial assistance; and

Whereas, it is desirable for the State to improve the methods
of delivery of this financial assistance: and

Whereas, it is desirable to provide a comprehensive,
consolidated system of delivering this financial assistance
immediately so that students and their families will have access
to improved methods of delivery as soon as possible; and

Whereas, the Finance Authority of Maine has been designated
in legislation enacted in the First Regular Session of the 11l4th
Legislature as the agency responsible for providing a
comprehensive, consolidated financial assistance program; and

Whereas, additional legislation is necessary for the Finance
Authority of Maine to begin implementing the program as soon as
possible; and

Whereas, in the judgment of the Legislature, these facts

create an emergency within the meaning of the Constitution of
Maine and require the following legislation as immediately
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Maine Choice Fund with adequate funds to be used for loan
purposes and to maintain an adequate balance in the fund.

Sec. 72. 20-A MRSA §12660, as enacted by PL 1989, c. 579, §2, is
repealed.

Sec. 73. 20-A MRSA c. 430-B is enacted to read:
CHAPTER 430-B
FINANCIAT, ATD AND CAREER COUNSELING
671. ogram established

he Finance Authority of Maine shall administer an outreach
program of post-secondary education information services as

provided in this chapter.

1. Duties. The authority shall implement a program that:

A. Provides middle school and high school students, the

parents of these students and adults seeking to acquire a

post-secondary education with career and financial aid
unseling;

B’ Provides, to the extent of available resources,

counseling services throughout the State in accessible

cations to assist eligible participants; and

C. Provides to eligible participants information concerning
career options, educational programs and post-secondary

schools.

2. Nonlapsin und. There is created under the
jurisdiction of the authority a nonlapsing, interest-earning,
;gvolvina fund to carry out the purposes of this chapter. Any

ended bal in the fund carries over for continued use
ggder this chanter. The authority may receive, invest and

expend, on Qghglf of the fund, money from gifts, grants, bequests

and donations, in addition to money approprlateg or allocated by
a e ents unde S s o] othe

epayme to the authoritv must be invested by the authorit as
vid b aw, with the earned income to be added to the fund.
Mone ceived by the authority on behalf of the fund, except
interest income, must be used for the designated purpose;
interest Lgcame may be used for the designated purpose or to pay
udent na al assistance administrative costs incurred by the

uthori as determined appropriate by the authorit

Sec. 74. PL 1989, c. 559, §12 is amended by adding at the end a new
subsection 7:
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7. Additional issues; continuation of advisory committee.
Following submission of the report to the Joint Standing
Committee on Education. the Governor and the Finance Authority of
Maine described in subsection 4, the transition advisory
committee established in this section shall continue in
existence. The committee shall continue to act in an advisory
capacity and shall report to the Joint Standing Committee on
Education on the following matters: the Maine Educational Loan
Authority supplemental loan program, the loan of last resort
program, the student financial assistance counseling and outreach
program, and other financial assistance programs which may be
implemented or expanded in the future such as the Student
Educational Enhancement Deposit Plan, the Maine Choice Program,
the Advanced Study for Educators Program and the Trio Program.
The transition advisory committee may request staff assistance
from the TIegislative Council and shall report to the Joint
Standing Committee on Education by December 1, 1990. Funds
remaining in the committee’s account must be carried over to
fiscal vear 1990-91 to accomplish that task.

Sec. 75. PL 1989, c. 559, §14, under the caption "LEGISLATURE," last sentence,
is repealed and the following enacted in its place:

Funds not used for these purposes do not
lapse but carry forward for use by the
transition advisorvy committee in fiscal yvear
1990-91 to perform the additional tasks

identified in section 12 of this Act.

Sec. 76. Transition provisions. The following provisions apply to
the assumption of the responsibility of administering a
consclidated, coordinated program of student financial assistance
by the Finance Authority of Maine as provided in this Act.

1. Funds transferred. Notwithstanding the Maine Revised
Statutes, Title 5, sections 1585 and 1586, all accrued
expenditures, assets, 1liabilities, balances or allocations,
transfers, revenues or other available funds in excess of
allocations in any account or subdivision of an account of the
Division of Higher Education Services of the Bureau of School
Management within the Department of Educational and Cultural
Services and authorized for use by or for the Finance Authority
of Maine must be paid to the Finance Authority of Maine. The
Commissioner of Educational and Cultural Services and the Chief
Executive Officer of the Finance Authority of Maine shall jointly
determine the funds, revenues, liabilities and assets to remain
with the Division of Higher Education Services within the
department. )

2. Property and equipment transferred. The Commissioner of
Educational and Cultural Services and the Chief Executive Officer
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Emergency preamble. Whereas, Acts of the Legislature do
not become effective until 90 days after adjournment unless
enacted as emergencies; and

Whereas, Changes in existing law recommended by the Student
Financial Aid Transition Advisory Committee are necessary to
provide prompt, equitable access to financial assistance
programs for students and families; and

Whereas, Those changes need to be enacted before the start
of the next school year in order to have the greatest impact;
and

Whereas, in the judgment of the Legislature, these facts
create an emergency within the meaning of the Constitution of
Maine and require the following legislation as immediately
necessary for the preservation of the public peace, health and
safety; now, therefore,

Be it enacted by the People of the State of Maine as follows:
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Sec. 1. 5 MRSA §145-C is enacted to read:

1. Definitions. For the purpose of this section, "College
savi nds" mean ner i i f th
which:



Treasurer. The Treasurer may covenant and consent to establish
T Fund v fomd l S

Sec. 2. 10 MRSA §363, sub-§6, is amended by PL 1987, c. 413, is
further amended to read:

6. Allocation to the Finance Authority of Maine. That
portion of the state ceiling allocated to the category of bonds
which are limited obligations of the issuer payable solely from
the revenues of the projects financed with the proceeds of the
bonds, other than for housing-related projects or issues
included in an issue of the Maine Municipal Bond Bank, as well

. e
ﬂ5Tfhi;_2%1f1Q?_Q;_LhgE5fﬂL£TQﬂl;LnQ_ﬁl%Qf?tﬂ@rtQ_%ﬁﬁﬂg
pursuant to Title 20-A, chapter 417-B, shall be allocated to
the Finance Authority of Maine, which may further allocate that

portion of the state ceiling to bonds requiring an allocation
in order to qualify as tax-exempt bonds.

Sec. 3. 10 MRSA 1013, sub-§8 is amended as follows:

8. Supplemenpal loan program. The supplemental loan

program as established in Title 20-A, chapter 417-B;
Sec. 4. 10 MRSA §1013, sub-§11 is repealed.
Sec. 5. 20-A MRSA, c.417-B is enacted to read:

CHAPTER 417-B
SUPPLEMENTAL LOAN PROGRAM
§11441. Program established
There is established the student financial aid supplemental
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9. Education loan. "Education loan" means a loan which is
16 ] ] ) ¢ ; = hehalf of - it .

n f a
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n "p nt" mean i

Eadeny - Ctuti £ hial 3 1o
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E., Information xten h uthori
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which it has or may have an interest:
< n any liti i in whi
has appeared, introduction for the record of any

H, Pursuant to a subpoena, request for production of

documents, warrant or other order by competent authority.
provided that any such order appears to have first been
- : = fidential inf :







luti h i visi which




n T jec an l] liabili f

of refunding any outstanding bonds. including refunding bonds
- 3 3 hi ] : T} - : the ] ; )
iti n r A7, he ri i
. o R -
h?%gg1?Tﬁnd_L%gTf1ghL?T_2gTﬂIﬁT_€§1IJJEQ§E¢_ﬁ%Lf£§TfDﬂ
visi i i f b d 1
§11447. Loan transactions
i vi inv
in, hold, trade, accept as collateral or otherwise deal in,
ir nsf n nditi
h m if n n n = 39






such amount as would reduce the amount of any such fund to less
than the maximum amount of principal and interest becoming due
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reason of ma i r re ir
nex u in -mon withi i h maturi
occurs or any such payment 5 ;ggulngdl t,l_'lg amount bein ng
referred to as the "capital reserve requirement,"” except for
Mwwwuw
inki
whlgb is secured by any §1;gh ggmd,

4. Issuance 11m1t. The authority may provide that it

h n issu ital v irem with
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n n 11 u
vi n
applicable.
457 i T
This chapter being necessary for the welfare of the State

3] o hahttan hail b 11l 11 ! y !
effect its purposes.

Sec. 6. 20-A MRSA chapter 430 is repealed.
Sec. 7. 20-A MRSDA §11417, sub-§4 is amended as follows:

4. Administration. 1In carrying out its powers under this
chapter, the authority shall, whenever determined desirable by
the authority, contract with the secondary market, the Finance
AuLnQIlL!_Qt_MﬁLneL_QL_chﬁl_iaﬂigﬂllihﬂ_entlzx for necessary

clerical and administrative services.

Sec. B. Transfer of funds. Funds remaining in the account
of the Student Financial Aid Transition Advisory Committee
after payment of its expenses shall not lapse but shall be
transferred to the account of the Finance Autority of Maine to
be used to provide counseling and outreach related services.

Emergency clause. In light of the emergency cited in the
preamble, this act shall take effect when approved.

STATEMENT OF FACT

This bill is submitted pursuant to PL 1989, chapter 698 to
implement the unanimous report of the Student Financial Aid
Transition Advisory Committee. The bill repeals the Student
Educational Enhancement Deposit (SEED) Act establishing a
prepaid tuition program. For various reasons that program has
not been implemented. The bill replaces SEED with a college
savings bond program to be run by the State Treasurer with
assistance from the Finance Authority of Maine (FAME). The
bill provides authority for FAME to offer a supplemental loan
program, as part of a one-stop-shopping financial aid program,
which is parallel to the current Maine Educational Loan
Authority (MELA) loan program. The FAME supplemental loan
program authorized in the bill could be expanded to provide an
auxiliary program which has been referred to as a loan of last
resort. The bill also authorizes MELA to contract with FAME or
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other appropriate entity to provide administrative services for
the current MELA supplemental loan program. Finally, the bill
transfers funds remaining in the Student Financial Aid
Transition Advisory Committee's account after payment of its

expenses to FAME for use in providing financial aid counseling
and outreach services.
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