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TASK FORCE ASSIGNMENTS 

The Task Force on Postsecondary Education Funding was established during November, 
1987 by the Commissioner of Education, Eve M. Bither. The Task Force was asked to 
accept the following assignments: 

• To study and evaluate the effectiveness of existing and potential postsecondary 
financial aid programs including those established by state and federal statutes 
and other financial resources. 

• To determine how the programs and resources can be expanded and/or coordinated 
better to meet the financial needs of postsecondary students. 

• To determine if and to what extent the lack of sufficient financial aid may 
deter students seeking higher education. 

• To review and evaluate the current servicing of loans under the Maine Guarante~d 
Student Loan Program. The review should include an analysis of servicing 
activities for public and private guarantee agencies in other states, and 
determine whether these activities could be expanded to provide a source for 
higher education and financial aid information for prospective Maine students. 

• To make recommendations which will identify ways to increase the aspirations of 
students to attend postsecondary educational institutions through more effective 
financing arrangements. 

• To make legislative and long range planning recommendations for a comprehensive 
program which will attempt to ensure that costs of postsecondary education are 
affordable for aspiring and qualified students. 
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MESSAGE FROM THE TASK FORCE CHAIRMAN 

The report of the task force makes some suggestions for immediate implementation, 
makes some suggestions for legislation, and notes the need for continuing research. 
The focal point of this report is its call for creation of a state authority or 
corporate body to provide leadership and coordination in directing financial aid 
services. In addition, it should accept some functions which are currently the 
responsibility of the Department of Educational and Cultural Services. It also 
should provide greatly increased information about higher education services in 
Maine to our students and parents. 

The work of a task force is always limited by time. Task force reports are 
essentially a "snapshot in time. II If, however, the corporate body suggested above 
is established and if it accepts the vision of this task force, then the work of 
this task force can continue through time as its recommendations are considered, 
implemented, and modified by the authority or corporate body in consultation with 
the Department of Educational and Cultural Services as well as the Legislature. 

Even if the state authority or corporate body is not established, the remaining 
recommendations are presented for consideration. The task force members believe 
they are worthy of the support of both the Commissioner and the Legislature. 
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PROPOSED STUDENT FINANCIAL AID PRINCIPLES 

The Task Force concluded at the very beginning that it needed to establish a set of 
guiding principles concerning financial aid for Maine. The following set of 
principles was overwhelmingly adopted by the Task Force and is recommended for 
adoption by the State Board of Education and by the Department of Educational and 
Cultural Services as policy for the State of Maine: 

Student Aid Based on Need 

• The student and his or her family (including parents, guardians and/or spouse as 
relevant) are primarily responsible for the student's cost of education. 
Student costs of education are defined as tuition and required fees, books and 
supplies, room and board, personal expenses, and transportation. 

• Maine's role is to supplement such student and family resources when they are 
not sufficient to cover educational expense. The presumption is that state aid 
is not to be used to replace student or family responsibility. 

• To best coordinate its efforts, the state should provide these need-based 
programs: scholarship, grant, loan, and employment. Whenever possible, such 
programs should be coordinated with federal and institutional aid. 

Student Choice 

• To the greatest extent possible, the student should be free to use any aid that 
Maine provides in a program at an educational institution of his or her choice 
accredited by an accrediting agency which is included on a list available from 
the New England Board of Higher Education and approved by the Commissioner of 
Education. The aid should be available to. full-time and part-time students, and 
they should be able to use any aid at either in-state or out-of-state 
institutions. If restrictions on portability are applied in any program, Maine 
should recognize state reciprocity provisions. 
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Public Policy Programs 

• If the state chooses, from time to time, to institute new programs of assistance 
to students or institutions that are not based on financial need but that 
satisfy some need of the public at large, such assistance should not lead to any 
reduction of funding for existing need-based programs. 

Financial Aid Review 

• Such state assistance as may be provided students (including need-based aid 
programs) should be reviewed regularly so that it can be altered, condensed, 
expanded, or terminated when the public need for such assistance no longer 
exists. 

Supplemental State Programs and Information Services 

• The State of Maine should encourage programs of service, either state or 
nonprofit, designed to help students and families, especially parents, both to 
plan and to meet their share of a student's educational costs under the most 
favorable terms possible. 

Student Financial Aid Research and Development 

• The State of Maine should encourage the designation of, and consider providing 
funding for, some agency, organization, authority, or corporate body, either 
state or private nonprofit, to provide basic information about and to seek to 
develop the other-than-state resources available for funding postsecondary 
education. This would include resources from specific institutions, from the 
private sector, and from other governmental units. 

(Refer to Appendix A for a definition of terms commonly used when discussing 
financial aid for higher education) 
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STUDENT AND PARENT ASPIRATIONS 

A determination was made by the Task Force that discussion of the adequacy of the 
levels of financial aid funding and the adequacy of the mechanisms for distributing 
those funds to students could not be answered without recognizing the correlation 
of student and parent aspirations for students as they relate to postsecondary 
education. 

Lack of financial aid is a major deterrent to students seeking a postsecondary 
education. This belief is supported by recent research conducted by The College 
Board and by a national Gallup Poll (both in 1988). There is inadequate 
communication within the State of Maine about available financial aid and this lack 
of communication is definitely a deterrent. 

It is strongly recommended that the new authority or corporate body recommended by 
this task force be charged with conducting research about the link between 
financial aid and higher education aspirations and with communicating financial aid 
information widely throughout the State. 

Additional research is needed, and other groups in the State have been charged with 
conducting that research about aspirations. Therefore, the recommendation is that 
support for such research be continued and that the findings be shared so that new 
education initiatives can result. 

Even before the conclusion of such research, the task force suggests that existing 
programs which directly relate to student aspirations be continued and, in fact, be 
considered for increased funding levels. Pending the conclusion of the research 
referred to above, the task force reached the conclusion that, with one exception, 
the programs are in place which are necessary to alter in dramatic ways aspirations 
for students and parents in Maine. What is needed is both continued and increased 
funding. 
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Recommendations 

• That the Maine Aspirations Project of the University of Maine have access to and 
be able to utilize the Maine Educational Assessment testing program for 
aspirations research purposes, and that the project specifically research the 
impact of availability of higher education funding on student-parent aspirations 
toward continued postsecondary education. 

• That the State of Maine provide funding for existing and new programs designed 
to assist students from disadvantaged backgrounds. Examples of these types of 
programs are the Maine Educational Talent Search and Upward Bound Program at the 
University of Maine and the additional Special Services prog~ams provided for 
students at six other Maine universities and colleges. These programs are 
designed to assist nontraditional and disadvantaged students in the seeking and 
attaining of postsecondary education by providing outreach programs to high 
school students and support services to students already enrolled in a college 
program. Additional funding would not only enhance programs currently in 
existence but would also promote the creation of additional new programs. 
Talent Search and Upward Bound are specifically recommended for special emphasis 
and increased funding while there is continuing study of the cost effectiveness 
of each program. (Refer to Appendix B for a summary of the TRIO Programs) 

• That higher education information services to Maine students and adults be 
significantly expanded. In addition to services already in existence, new 
services should include outreach and early awareness programs for high school, 
elementary, and junior high school students, more adult postsecondary education 
information and counseling or career awareness services, increased publication 
of higher educational opportunities, and increased public awareness programs for 
higher educational opportunities. 

• That the new loan authority maintain close links to the Maine Aspirations 
Compact and the Maine Aspirations Foundation for the purpose of exchanging 
information and possible joint projects. 
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LOAN PROGRAMS 

Overview 

The task force recognizes that borrowing is a legitimate method for financing 
educational costs. It also recognizes the wisdom of responsible borrowing in 
combination with using grants and student employment, especially when a high debt 
level may dampen aspirations or increase the risk of default. Rather than 
attempting to establish arbitrary ceilings on such debt (which would never work 
because of individual and family differences in fiscal resources), the task force 
believes that expanded and more detailed information about borrowing should be made 
available to students and parents. The quality and amount of such information 
presently received is very uneven -- depending on the institution involved and 
other factors. The task force sees this provision of information as a service to 
be provided by the authority or corporate body recommended for establishment 
previously. 

The task force does not see a lack of loan programs or a lack of available loan 
dollars. The range or programs is not the problem even though some people are not 
aware of programs that exist and are available. 

Information about such programs and their coordination need additional emphasis in 
Maine. We need good consumer information provided by the new authority, the 
various institutions of postsecondary education and other sources. 
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STAFFORD LOAN PROGRAMS 

Loans to students and their parents have become an integral part of the packaging 
of financial aid for students at postsecondary educational institutions. This 
report surveyed and attempted to quantify existing loan programs, comment on their 
advantages, disadvantages, and general usefulness, and will conclude with certain 
observations, conclusions, and recommendations. 

The most widely used programs of student loans in Maine and throughout the nation 
is the Guaranteed Student Loan program (GSL) now currently designated as Stafford 
loans. These need-based loans are made by lending institutions (and occasionally 
by educational institutions and guarantee agencies) to students attending 
postsecondary institutions of higher education. The lender is insured against loss 
of principal and accrued interest through a guarantee extended by the United States 
Department of Education through an agency designated by the state. In Maine's 
case. this contract is currently awarded to United Student Aid Funds, Inc. (USAF). 
Loans are available in amounts of $2.625 per year for students prior to attainment 
of junior level standing in a baccalaureate program. The limit of $4,000 applies 
for each later year of study. Interest rates vary with the rates of the U.S. 
Treasury obligations. The borrower neither pays nor accrues interest during his or 
her in-school period and for six months thereafter. Loans may then be amortized 
over periods of up to ten years (and, under certain circumstances of loan 
consolidation, for longer periods). 

The lender is paid the contract rate of interest directly by the U.S. Department of 
Education during the in-school period, and thereafter by the borrower. The lender 
additionally receives from the federal government a supplemental interest payment 
to provide a reasonable rate of return and to induce the granting of such loans. 
Lenders are forbidden to exercise any credit judgement on GSLs and must provide 
loans on a nondiscriminatory basis. 

Currently, 83 lenders in Maine participate in the GSL program, lending $33.6 
million for fiscal 1987. This program also includes federally insured loans to 
parents (PLUS loans) in the amount of $1.1 million for 1987 and loans to 
independent students (SLS loans) in the amount of $.6 million in 1987. (Refer to 
Appendix C for an analysis of the most recent four years of loan activity in Maine) 

4 



SECONDARY MARKET ACTIVITIES 

One cannot view the volume of lending in the GSL program in Maine, and indeed 
throughout the nation, without noting the existence of the secondary market for 
GSLs. In Maine, the Maine Educational Loan Marketing Corporation (MELMAC) is 
designated by the Governor and the State Board of Education to purchase GSLs from 
Maine lenders. Other secondary market outlets are available within the New England 
region with the availability of the New England Education Loan Marketing 
Corporation (Nellie Mae) and the Student Loan Marketing Corporation (Sallie Mae) is 
the major factor on the national level. The existence of such a secondary market 
offers liquidity to a lender's portfolio and allows the "recycling" of funds 
committed to student loans. This market is a major factor in the availability of 
these loans. 

A further discussion of the role of Maine's secondary market, MELMAC, and related 
activities is presented under the section entitled Loan Origination and Related 
Services. 

5 



PERKINS LOAN PROGRAM 

A second form of federally supported lending to postsecondary students is the 
Perkins Loan Program (formerly known as the National Direct Student Loans "NDSLs"). 
Upon application, institutions are advanced federal funds through the U.S. 
Department of Education (matched in part by the institution) to be loaned at 
below-market rates (currently 5%), with repayment over a 10 year period after 
graduation. Institutions are encouraged to recycle principal payments on Perkins 
Loans. 
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NONFEDERAL COLLEGE LOANS 

Other loan plans offered by nonfederal sources are important in Maine. Educational 
institutions frequently offer loans to their students and parents from endowed 
funds given for this purpose. These loans are made at reduced rates of interest 
(or without interest) and offer extended repayment terms. At least two colleges in 
Maine (Bowdoin and Colby) have borrowed money by the issuance of tax-exempt bonds 
through the Maine Health and Higher Educational Facilities Authority and have 
re-loaned these funds to parents, with repayment over a 10-15 year period. 
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NONFEDERAL OTHER LOANS 

Supplemental Family Loans 

Nonprofit organizations have been created by legislative action to raise funds for 
educational loans. The newly created Maine Educational Loan Authority (MELA) 
offers loans from funds derived from the issuance of tax-exempt securities. Over 
$5 million was distributed to families in the Fall, 1988 for purposes of 
postsecondary education. Another such product is available through Nellie Mae 
which makes monies for students and families through its EXCEL program. 

Bank Loans 

Banks and other businesses organized for profit offer a variety of loan plans 
designed to ease the burden of the costs of higher education. Probably the program 
of commercial lenders most widely used to spread these costs over long periods of . 
time is the so-called "home equity loan." No statistics appear to be available as 
to the use of this program for educational expenses (as these monies are available 
for a wide use), but financial aid officers and bankers agree that such loans are 
an important source of funds for postsecondary education funding. 

Private Loans 

Foundations and service clubs offer loan programs in many areas and through many 
secondary schools. The total of such loans does not appear to be statistically 
significant, but the spirit of these programs, and their value to those who benefit 
from them, make them worthy of mention. 
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BLAINE HOUSE SCHOLARS AND PAUL DOUGLAS SCHOLARSHIP 

The State of Maine offers loans to postsecondary students through two programs and 
these are administered by the Department of Educational and Cultural Services: 

• The Blaine House Scholars program offers interest-free loans to both students 
and teachers. Repayment may, under certain circumstances, be made in the form 
of returned service for teaching in Maine. About $1,450,000 was available for 
loans in 1987-88, with about 1,000 recipients in the program. 

• The Paul Douglas Teacher Scholarship program provides renewable loans to those 
who plan to enter the teaching profession. These loans may be repaid by 
teaching service throughout the United States. In 1987-88, 19 recipients 
borrowed approximately $60,000 through this program. 
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DELINQUENCIES, DEFAULTS AND DEBT 

The federal government, through Congress and the U.S. Department of Education, has 
taken official notice of the matter of delinquencies and defaults and threatens to 
withdraw the availability of these loans to students at institutions whose previous 
borrowers have compiled a poor record of payment. 

The default rate in Maine approximates two-thirds of the national average, so the 
problem here appears less severe than in many other states. A word of caution 
concerns the calculation of default rates by the U.S. Department of Education as it 
is a controversial matter. Such rates might be calculated in many different ways, 
but the method using comparative rates among states and among institutions probably 
has validity. It should be noted that almost half of GSLs which go into default 
are ultimately repaid in full. 

Efforts on the part of holders of GSLs to enforce collection must continue. 
Programs of loan consolidation appear helpful to some in reducing defaults. It 
encourages postsecondary institutions to consult with their students regarding 
their responsibilities for loan repayments. An appropriate remedy for excessive 
defaults is not the exclusion from the program of students currently enrolled at 
institutions with high default ratios. Rather, there should be shared 
responsibility involving the student borrower, the educational institution, lending 
institutions, and the state to assure that students at risk receive necessary 
support services to reduce risk of default. (Refer to Appendix D for a list of the 
default ratios among Maine institutions as of 1986) 

The future availability of loans to students and to parents for the financing of 
postsecondary education must be considered. It concludes that there appears to be 
no movement on the part of the lenders to withdraw from the major component of the 
loan program involving GSLs. Over the past few years, the eligibility for GSLs has 
been curtailed, the yield to lenders has declined, and the complexities of 
administration for both educational institutions and lenders has increased, The 
federal guarantee may no longer be inviolate. A continuation of these trends will 
indeed do harm to the GSL program. Therefore, the continuing development of 
alternative programs of loans to students and their families is most important. 
This should be the responsibility of the authority or corporate body recommended 
for establishment. . 
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Recommendations 

• Students and their families should be encouraged, through early counseling, to 
plan in advance for the funding of postsecondary education. 

• Postsecondary educational institutions should offer counseling to their 
students, both concerning the amounts to be borrowed and concerning legal and 
moral obligations to repay such borrowings. 

• Loans to students at postsecondary educational institutions should, where 
possible, be part of a package of financial assistance. 

The acquisition of education beyond the secondary school level is indeed a capital 
expenditure, which will provide returns both monetary and personal in nature to the 
student. It is thus appropriate that students and their parents finance the 
acquisition of an education as they finance the acquisition of cars and homes -
over a period of years through the judicious use of borrowing in combination with 
other means of financing. 

11 



I 

INVESTMENT PROGRAMS 

The cost of financing a student's education beyond high school is of great concern 
to most parents today. Between 1977 and 1987, independent four-year colleges 
raised tuition by an average of 114%, compared with a rise in the Consumer Price 
Index of 87% over the same period. The cost of a four-year college education at 
many independent colleges is approaching the average price of a home in the United 
States. According to 1988-89 data released by The College Board, tuition and fees 
at four-year independent colleges now average $7,693 while public universities 
remain considerably lower with average tuition and fees of $1,566. Adding between 
$4,500 to $5,600 for room and board, books, transportation and other personal 
expenses, this brings the average annual cost at an independent school to over 
$13,000 and the average public college cost to nearly $7,000. 

Within the context of the rising cost of education, it is important to define the 
scope of individual "investment" in financing higher education. The responsibility 
for financing educational costs should be a shared one with the consumer, 
institutions of higher education, the government, and the private sector all 
involved. Both short and long term investment strategies are desirable in order to 
achieve the generally accepted goal that higher education should be available to 
all who aspire and qualify to enroll regardless of cost. In order to achieve this 
goal, more discussion and planning will need to occur. Knowledge of selected 
investment strategies is useful to serve as a framework for decision making, 
however. 

Investment Perspective 

Investment is the use of money to earn income or profit. Most people invest part 
of their incomes for future financial gain. Others make investments to protect the 
purchasing power of their savings against rising prices. Within the context of 
investment, there are six major kinds of investments. These are (1) savings 
accounts, (2) life insurance, (3) business investments, (4) real estate, (5) bonds, 
and (6) stocks. Individuals and families save money for many reasons. They may 
want to buy a home, an automobile, new furniture, provide for retirement or for a 
vacation. Many parents save money to deal with a sudden illness or other emergency 
that may not be covered by insurance or by monthly family resources. For many 
parents, the largest investment they will ever make -- after a home -- is their 
children's education. 
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Personal Income 

The per capita income for the State of Maine is one of the lowest in the nation. 
According to the U.S. Bureau of Economic Analysis, Maine ranked 39th in 1980, and 
32nd in 1986. In Maine, personal income per capita (current dollars) was $7,224 
and six years later it rose to $11,106. Although the state's personal income is 
growing, it still ranks lowest within New England. 

Personal 

The ability of a family to save for future educational costs is directly tied to a 
number of variables. If personal income is reduced by the tax burden from all 
governments, the resulting figure is called disposable personal income. When the 
spending of individuals for food, clothing, shelter, etc., is subtracted from 
disposable personal income, only a small fraction of the personal income is 
available for personal savings. This has a real impact on the ability of Maine 
families to use this as a resource for funding postsecondary education. There has 
been a dramatic decline in the amount of personal savings available from disposable 
income in the United States over the past two decades as depicted in the Table 
below: 

TABLE I 

United States Percent of Savings from Disposable Income 
By Year 

1970 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
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8.1 
7.1 
7.5 
6.8 
5.4 
6.1 
4.5 
4.3 
3.5 (estimated) 

U.S. Department of Commerce 



Family Financial plans 

Many children born in 1988 will be enrolled in college in the year 2006. For those 
families that show an interest in making plans today for their children's 
educational future, they will certainly have everything to gain and more to lose if 
they do not save at all. 

In a recent national survey conducted by Stanford Research Institute (SRI), it was 
found that 47% of American adults plan to help a child under the age of eighteen 
pay for college. Of further interest to educational planners is that 72% of adults 
plan to help their children pay for college; 24% will help a grandchild or great 
grandchild; 16% will help a niece or nephewj and 10% will help some other child. 
When the adults in the study were asked, "How will they help?", the responses fell 
into three categories: 

• 84% will rely on savings 

• 76% will rely on current income 

• 44% plan to borrow funds 

While most adults in the survey are willing to help children with college, only 31 
percent are aware of new savings and borrowing programs. Given the high level of 
expectation and low level of awareness of programs specially designed or marketed 
for college assistance, there may be important opportunities in the banking 
industry for supporting the American people in their desire to assist their 
children. This aspect clearly plays a vital role in any investment strategy for 
Maine families. 
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PRINCIPLES OF INVESTMENT 

Concepts 

Investment in education is a capital investment. It is money spent to produce a 
return. The return in this case would be in the form of increased earnings. 
Lifetime earnings of the college educated surpass those of the high school 
graduate. This return on investment is analogous to an enterprise for profit. 
Educational capital investment may also produce a nonfinancial return such as 
improved life style, freedom of choice, and internal satisfaction. This would be 
somewhat similar to a "not-for-profit" institution that produces a return but not 
necessarily a financial return. 

Who Pay'>? 

How do we presently invest in higher education? Consideration of tax savings 
plans, tuition equalization, financial aid packages, and personal responsibility 
are issues to be discussed. Essentially, today's higher education system is based 
on four sources of financing: 

• Students. The students, their families, and supporters pay tuition and 
fees through present dollars (savings and income) and through future 
dollars (loans). Whatever the amount, this source is the greatest single 
source of financing in most independent colleges and universities; it is a 
smaller source in public institutions. 

• Government. Through grant-in-aid programs, special programs, grants and 
contracts, government agencies support the financing of higher education 
through the institutions or through the student. For most public 
institutions, the state government is the greatest single source of 
financing higher education. The exception to this would be a two-year 
college in states which permit sponsorship by a local taxing authority and 
thus support by property revenues. However, this does not apply to Maine. 
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Gifts. Scholarships, capital gifts, endowment mon.ies, and items of value 
have historically been provided by donors to both public and independent 
colleges. Total giving has continued to rise yearly in higher education. 
The proportion of gifts to public institutions has been rising by both 
total dollars and relative to the percentage of total dollars given. 

Other. This category includes all other sources of financing. Included 
here are auxiliary services or enterprises of colleges and universities 
that are now under scrutiny by the House Ways and Means Oversight 
Subcommittee relative to unrelated business income for nonprofit groups. 
For most institutions, whether public or independent, these activities may 
produce cash flow but do not usually contribute more than 10 percent to a 
college's annual operating budget. The exception may be an institution 
that has development projects that serve in lieu of, or supplemental to, 
endowment funds. 
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PRINCIPLE I: EARLY SAVINGS 

Families Should Be Encouraged To Save 
For Education Beginning ~len Children Are Young 

Our country does not have a laudable savings record when compared to other western 
countries. Rather than delayed gratification of reward through saving, we have 
accepted the social contract of "instant gratification" by borrow now and pay 
later. This attitude is evidenced by student financing of college costs through 
increased debt burdens. College students, once drawn from the wealthy and 
privileged minority, were able to pay for college from current funds. However, 
with the democratization of higher education as well as increased cost, 
upay-as-you-go" is no longer viable for many students. Therefore, families must be 
encouraged to save as much as they can for as long as they can. 

We recognize that this position presents a conflict. Parents with young children 
are raising children and buying houses; both of these costs are also rising. 
Furthermore, this process will be compounded with future generations as student 
loan indebtedness increases. Young children will graduate with college debt, 
forcing new families to face these costs while saving for their own children as 
they are able or willing. The issue of willingness must be addressed in order for 
an investment to occur. For a family to dally, or even cut back on certain 
consumption items to increase savings does yield a reward. That reward takes the 
form of even greater financial resources in some future period. By forgoing a 
dollar of spending today, a person can enjoy more than a dollar!s worth of spending 
in the future. By whatever means possible, the saving concept must be promoted. 
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PRINCIPLE II: DESIGN COMPONENTS 

Educational Savings Plans Should Be Simple In 
Design, Provide An Incentive, Be Flexible In Terms of 

Redemption And Must Be Fully Portable 

Simple in Design. One of the major reasons that the Individual Retirement Account 
(IRA) has been successful, at least with certain income groups, is its simplicity. 
An educational savings plan must have a similar level of simplicity so that the 
average family can grasp the issues quickly. 

Provide a Tax Incentive. The public has responded to opportunity for tax savings 
through IRAs. Providing tax incentives for expenses results in encouraging people 
to borrow, such as for home equity loans. College investment plans must reward 
savings. Earned interest that is used for educational costs should not be taxable 
income (at least for low and middle income families) .. The principal, at the time 
of deposit, should be sheltered to provide tax-exempt income. 

Be Flexible in Terms of Redemption. The saving program should reward those who 
save for college; however, it should not harshly penalize those who save and for a 
variety of reasons cannot apply the savings to a college education. The tax 
incentive should be lost in order to ensure the savings use is consistent with the 
intent of the plan. The penalty for change of use would be the loss of the 
incentive, not a loss of earned interest. The program could allow for conversion 
or withdrawal at any time -- as with IRA -- with a known penalty. 

Fully Portable. The program must not discriminate between kinds of institutions of 
higher education except as recognized by the U.S. Department of Education. The 
savings program should be used to support the cost of any postsecondary institution 
including public, independent, and proprietary institutions at the graduate and 
undergraduate levels. 

Operationally Diversified and Decentralized. Commercial banks, savings and loan 
institutions, credit unions, and other financial institutions can publicize, 
implement, and monitor a saving program more effectively than a public network 
operating an investment program. A state agency could not provide the coordination 
necessary. It would also be difficult for any central state agency to properly 
serve the target population. 

Tax Dollars. The private sector should set the rate, implement the program, and on 
a fee-for-service basis, support any required central coordination. This would 
ensure that tax revenues are not used to create or operate a public bureaucracy 
that answers to the state and not to the users. 
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Recommendations 

• All activities of the state and the authority or corporate body ought to be 
aimed at changing attitudes in accordance with Principle I. Financial 
institutions should be brought into discussions concerning methods by which to 
accomplish this. To the extent that investment programs can be developed, there 
should be no guarantee at all of future tuition rates or of investment results. 

Since the new State of Maine Educational Enhancement Deposit (SEED) Act was 
passed in 1987, the Internal Revenue Service has ruled to impose tax liability 
on the saver at time of redemption. Since the tax incentive appears to be no 
longer available, further study of the Act is warranted. If tax and legal 
constraints cannot be overcome, then the Act should be repealed. The SEED board 
has asked advice and counsel from the Governor and legislative leaders following 
issuance of a private letter by the Internal Revenue Service and an opinion by . 
the Maine Attorney General's office which appear to make the existing SEED 
legislation unworkable. Further consultations among the Legislature, the 
Governor1s office, and the SEED board to devise a new approach, seems to be 
indicated. 

The State of Maine should develop or revise the existing investment program 
incorporating the elements articulated in Principle II. 

• The program would require legislative action to incorporate the tax incentive 
relative to Maine taxes. 

• The Commissioner should gather a small group of advisors including college 
administrators, college financial aid administrators, legislators, and financial 
institutional administrators to draft enabling legislation. Clearly, the 
private sector and the recommended authority should be involved. 

• The enabling legislation should take cognizance of, and be consistent with, 
pending federal legislation, which federal legislation is supported by the task 
force, but actions should not be delayed. Tax incentive relative to state tax 
can be build into the· legislation immediately. Continuing costs would be 
absorbed by the program as stated in Principle II. A number of other state's 
experiences, notably programs in Massachusetts, Illinois, and others should be 
studied. 
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LOAN ORIGINATION AND RELATED SERVICES 

How it Works 

Initial eligibility for a loan is determined at the financial aid office of an 
educational institution, and the application process is initiated. Application 
information is then forwarded to a local financial institution participating in the 
guaranteed student loan program which completes the application. It is then 
forwarded to the United Student Aid Funds, Inc. (USAF) with whom the State of Maine 
currently contracts to provide guaranty services. USAF reviews the application and 
information and, if the application is approved, notifies the lender. The lending 
agency then disburses the loan proceeds to the student. Many lenders immediately 
sell their loans to the Maine Educational Loan Marketing Corporation (MELMAC), 
which is the state designated secondary market for student loans. MELMAC currently 
contracts for its servicing with CSX Technology, a Florida corporation. Some 
lending institutions retain their loans until the student leaves school and 
repayment starts, at which time they then sell the loans to MELMAC. A limited 
number of lending institutions retain the loans for the life of the loans and 
service them themselves. It was clear that this fragmented procedure often leads 
to frustrating and debilitating delays which, among other things, place serious 
financial strains on students awaiting loan proceeds. On the repayment end, delays 
and mix ups lead to default situations. It is assumed that a more efficient system 
would reduce the risk of defaults. 

The Guarantee Fee 

The State of Maine charges student borrowers the maximum guarantee fee of 3% and 
pays USAF to provide guaranty services for all loans for the state. Competitive 
independent guaranty agencies such as USAF or HEAF offer irldependent guaranty 
services in the range 3/4 of 1% to no fee. Other agencies vary their fees, such as 
the Vermont Student Assistance Corporation (VSAC) which currently charges only 1% 
but is considering a fee increase to 2%. Since flexibility is permitted in the fee 
structure, this is an item that needs to be further examined. It is possible that 
in the future, other guarantors could come into this state and potentially undercut 
Maine's guarantee business due to the imbalance in the fee structure. 
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Another State's Approach 

The Vermont Student Assistance Corporation (VSAC) can serve as an effective model 
of the coordination and delivery of loan origination and related services. A brief 
overview of the agency is presented as a framework for adaptation in Maine. 

VSAC is a public corporation, as distinguished from a private nonprofit 
corporation, but it is not part of the state government. As a result, VSAC hires 
its own personnel outside of the Vermont state personnel system. VSAC is governed 
by a board of directors who come from very specific specialty areas such as the 
department of education, higher education, the financial community, etc. VSAC 
administers a $12,000,000 direct grant program and has consolidated the loan and 
grant application process in Vermont so that one application serves both loans and 
grants. 

VSAC is also a direct lender and now is the biggest guaranteed student loan lender 
in the state. By being a direct lender, VSAC can cut one check to an educational 
institution for all of its grants and guaranteed student loans, thereby 
streamlining and simplifying the process considerably. VSAC is the direct lender 
or which it has purchased in the secondary market is four times better than the 
overall Vermont default rate because of the closer control which VSAC is able to 
exercise over those loans. 

Being the secondary lender appears to be critical for VSAC, because the earnings 
generated provide the funding for additional programs at no additional expense to 
the state. As a result, VSAC provides numerous important support services such as 
counseling for disadvantaged students, expanded adult education, and counseling in 
the middle schools. It is evident that VSAC's support programs have extremely 
successful. It clearly is a model that would serve as the basis for the 
conceptualization that is presented in this report. 

21 



Recommendations 

• Loans, grants and counseling should be handled by one body. 

• Consolidate secondary market and direct lending into the same entity. 

• Review the activities of the state secondary market (MELMAC) to determine what 
mechanisms would be allowed by tax counsel to incorporate issuance of tax exempt 
bonds under the new entity. 

• Use the already existing structure of the Maine Educational Loan Authority 
(MELA) to accomplish proposed program consolidation. 

• Have a central source to disseminate information about higher education services. 
in the state, including financial aid, loans, grants and all information reiated 
to aspirations. 

Reexamine Current Contracts 
, 

If a new entity such as an authority or corporate body cannot be created and the 
current system is left in place, then the contracts of other states with USAF 
should be examined carefully and the USAF contract renegotiated. In the 
alternative, a request for proposal could be prepared and competitive bids 
solicited in order to ensure that the guaranty services which Maine is receiving 
are the best available. This process should be reviewed carefully with counsel, 
and the risks of litigation or adverse competition considered. Whether USAF or 
another contractor continues to service Maine loans, Maine should insist that as 
many aspects of the loan servicing process be performed in Maine as possible with 
any out-of-state contractor providing the computer hardware and software but with 
Maine personnel doing the majority of data processing. 

• The Commissioner should create a working group to detail a proposal to explore 
the legal, financial, organizational, and political details necessary to 
establish an authority charged with all the foregoing responsibilities. 

Funding Concern 

The authority or corporate body suggested should be independent and self-financing. 
Grants to carry out specific projects might be made to it for special purposes by 
the state, but funds for such specific purposes should not be cut from the 
Department of Educational and Cultural Services unless a program has been 
transferred from the department to the authority. 
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MAINE STUDENT INCENTIVE SCHOLARSHIP PROGRAM 

How it Works 

Applying for and Receiving a MSISP Scholarship. Undergraduate students apply 
prior to May 1 for a Maine Student Incentive Scholarship (MSISP) by filing a 
Financial Aid Form (FAF) and paying $2.40 to the College Scholarship Service 
(CSS) in Princeton, New Jersey. The results of a needs analysis from CSS are 
then sent to the Maine Department of Educational and Cultural Services which 
uses the information to make awards and notify applicants in July. 
Postsecondary institutions begin receiving rosters of eligible students in 
August. Payment for the state scholarships is sent directly to colleges which 
must certify enrollment and some basic eligibility requirements. 

Federal Matching. MSISP funds are matched with federal funds from the State 
Student Incentive Grant Program. Because of the matching funds, MSISP funding 
is administered as Title IV federal aid. 

Consumer Information Dissemination. Information about MSISP is available on the 
Maine version of the Financial Aid Form which is usually distributed by Maine 
secondary school guidance officers and by postsecondary student financial aid 
offices. General information is also available in consumer literature to 
students and families made available by the Department of Educational and 
Cultural Services and colleges across the state. 
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General Findings 

• Maine ranked last among the fifty states in the average amount of 
need-based scholarships awarded to students in 1986-87 and forty-ninth in 
1987-88. 

• From 1978-80 through 1986-87, more than half of the eligible applicants 
received no assistance. (Refer to Appendix E for a summary of the MSISP 
program for 1979-88). It should be noted that from 10% to 18% of the 
students who are offered awards ultimately do not accept them. 

Funds are allocated based on whether a student will attend a public or 
private institution. Program guidelines generally have envisioned that 70% 
of the funds be directed to students attending private institutions in 
Maine or institutions outside of Maine which are public or private. 
Likewise, Maine benefits from similar payments from other states coming 
into Maine. The balance of scholarship assistance from the program goes to 
students attending the University of Maine System, Maine's Vocational 
Technical Institutes, and Maine Maritime Academy. 

• In 1987-88, all of the eligible applicants attending private institutions 
were funded at $430; those at public institutions were funded at $230. 

• The annual amount of available funds has not surpassed the 1980-81 level of 
$1,179,788 until 1987-88 when the amount rose to $1,417,856. The College 
Board reports that, nationally, between 1980-81 and 1987-88, the cost of 
attendance at public, four-year colleges has risen 43.2% in constant 1982 
dollars (91.5% in current dollars). In the same period, costs at private, 
four-year colleges rose 51.8% in constant 1982 dollars (103% in current 
dollars), 

• Based on national trends, loans make up a larger percentage of aid packages 
now than a few years ago when scholarship and grant assistance was much 
more prevalent. In the middle 1970's grants comprised 80% of all aid, .but 
1987-88, that percentage had declined to 47%. Loans were estimated to 
account for 50.4% of all aid in 1987-88 according t6 The College Board. 

• State administrative support to the MSISP was found to be very scant. In 
the absence of adequate administrative support such as staffing, equipment, 
and training sophisticated research and analysis on student aid appears to 
be virtually nonexistent at the state level. Only one computer programmer 
position exists among 548 other staff members in the Department of 
Educational and Cultural Services. 
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Relationship to Aspirations 

The Maine Student Incentive Scholarship Program (MSISP) ought to be one of the 
principal mechanisms by which state government implements public policy decisions 
related to improving the aspirations of Maine young people. One result of raised 
aspirations will be increased desire to attend postsecondary educational 
institutions. One barrier to such attendance for many Maine students and their 
families is inability, or perceived inability, to finance the cost. Significant 
grants under the MSISP will, in combination with other available financial aid 
including loans, serve to motivate more of our state's citizens to continue their 
education -- with obvious benefit both to themselves and also to the economy of 
Maine. 

Broadbased Constituency Support 

Because of the importance of the MSISP to the higher education community, the 
various constituencies such as the Maine Higher Education Council, the Maine 
Independent Colleges Association, the Maine Association of Student Financial Aid 
Administrators, the Department of Educational and Cultural Services, and others 
have been consulted regarding various aspects of this program. Suggested policies 
for MSISP are believed to be acceptable to all of the groups that play an important 
role in higher education within our state. Accordingly, these recommendations are 
ready to be forwarded via this report to the Department of Educational and Cultural 
Services, the Governor, and the Legislature. 
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Program Goals 

lit To build upon existing efforts to promot,e student access and choice through 
state support of public postsecondary educational institutions and through 
state grant and loan programs that assist students attending both public and 
independent postsecondary educational institutions. 

.. To assure diversity in postsecondary educational program opportunities 
available through independent as well as public institutions. 

.. To help raise aspirations of Maine students by reducing cost as an obstacle to 
pursuit of a postsecondary education, recognizing that to accomplish this will 
require additional funding so that award levels can be significantly raised 
over award levels for 1988-89 and earlier years. 

.. To facilitate student choice by providing aid for programs in accredited 
postsecondary educational institutions, independent and public, within Maine 
and out-of-state. 

• To assist every eligible student. 

• To provide a level of grant funding that, when combined with other available 
grants and loans, will enable each student to attend the institution of his or 
her choice. 

• To provide immediate assistance for all eligible full-time undergraduate 
students and to assist, when possible, part-time and graduate students. 

• To assure that the authority or corporate body responsible for administering 
MSISP has the capacity to adopt procedures to ensure both student access and 
choice of institution. To assure that family ability to pay, as well as cost 
of attendance, be incorporated into program procedures for determining the size 
of awards. To provide that, when funding and circumstances require, the 
authority or corporate body administering the MSISP may give awards of 
than $500, but never less than $200, when necessary to assist students who are 
eligible for less than a full award. 

• To assure that if there are dramatic,l1Ilanticipated shifts in funding students 
at in-state independent, in-state public, or out-of-state independent or public 
institutions, either individually or collectively, the folSISP administrator 
shall take whatever steps are necessary to correct any imbalance within the 
constraints of the law. Such steps necessary to correct any imbalance shall be 
adopted as rules guiding the MSISP and shall follow the procedures of the 
Administrative Procedures Act. 
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Program Objectives 

The following specific objectives are appropriate for use in making MSISP a more 
important mechanism relating to the raising of student aspirations, regardless of 
whether this program were to stay within the Department of Educational and Cultural 
Services or be placed under the recommended authority or corporate body. To begin, 
these objectives are intended to be implemented in three stages. The first year, 
1989-90, would be transition year in which all independent institutions would see the 
total value of awards increased, while public institutions would experience increases 
in both total value and number of recipients. The second year, 1990-91, would allow 
all eligible (new and continuation) applicants to receive minimum $1,000 awards 
(independent in-state and out-of-state) and $500 awards (public in-state and 
out-of-state). The third year, 1991-92, would increase the level of minimum grants to 
$1,500 and $750; in addition, part-time and possibly graduate students would become 
eligible for MSISP awards. The expectation is that beginning in 1990-91, the total 
value of awards to independent institutions in Maine will increase even though their 
share of the total MSISP declines because of increases in the number of grant 
recipients attending public institutions. The three year phased-in recommendations 
are as follows: 

By 1989-90: 
• Provide a minimum $500 award for each eligible student 

• Continue a 2:1 ratio of award amounts for students attending independent as 
compared to public institutions 

• Provide continuity for current recipients of MSISP awards who remain otherwise 
eligible and enrolled continuously in an accredited postsecondary institution 

• Fund all applicants with the least ability to pay first and not to discontinue 
funding (due to the impact on aspirations) for eligible students who have received 
past awards and who have been continuously enrolled and eligible for aid 

By 1990-91: 
• Fund the MSISP at a level that would achieve the four objectives previously 

described as applied to all eligible full-time undergraduate students (new and 
continuation) 

By 1991-92: 
• Increase minimum award levels to $1,500 and $750 and, when the program is fully 

funded, keep these levels current with inflationary changes 

• Include part-time students in the program and study inclusion of graduate students 



Technical Provisions 

• To increase awards in 1989-90: 500 and $1,000 minimum awards in 1990-91; $750 
and $1,500 awards in 1991-92 

• To provide a 2:1 ratio of independent to public awards 

• To define eligibility as a function of family contribution; students with 
lowest family contribution funded first 

• To provide that students currently funded not lose their funding unless the 
family contribution increases to remove eligibility 

• To provide the Congressional Methodology be used as the basis for needs 
analysis with appropriate adjustments and to provide that a minimum family 
contribution in keeping with task force principles should be included 

• To analyze the methodology and award parameters to assure that eligible 
students attending the vocational technical institutes are funded in an 
equitable manner through the program 

• To provide that no award be made if the Pell award plus the proposed MSISP 
award plus the family contribution exceed 75% of cost of attendance 

• To proved that no maximum family contribution limits any award except 
previously described 

• To provide that flexibility needs to be included to adjust awards as conditions 
and funding change 
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Recommendations 

In addition to all of the foregoing described program recommendations, the 
following specific recommendations are offered: 

e Legislation establishing an authority or corporate body to administer MSISP 
require that one of the directors or trustees of any such agency be required to 
be a college president or VTI director who is also a member of the Maine Higher 
Education Council 

• As full funding is important for the aspirations of Maine students, full 
funding for MSISP at the levels previously described should be accomplished as 
soon as possible 
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Appendix A 

Defiriitions of Higher Education FUnding Terms 
... ,,,, . 

The fo11oYing definition. AU provided to help vith the buic tCl"llUl 

~cronyma ulc:d in many financial aid publicAtionl. 

L ~cknowledgment The ruponlle you receive when you file the Financhl Aid 
Form (FAY) or the Family Financial Statement (FFS). 

2.' Additiond College Request (ACR) - Part of the acknowledgment; it a 110'Wn a 
IItudent to lend copieD of, the PM or FFS to additional collegcll &t 41 later 
date without filing a DCV applic&tion • 

.3. Aid to Need - A financial aid Avard that meeta a IIItudent'lI full. calculated 
need. 

4. Base Year - The calendar year preceding the academic year for 'Which aid is 
requested. Base year ia al .... lIyn ,used in need calculations by centrsl services 
and government contractors. 

5. College Work Study (CWS) A federally sponnored .... ork program for needy 
IItudents. Eighty percent of the funds are provided by the federal government 
Yith the college ahare act at twenty percent. CWS jobs are federally funded 
in part, but the .... ork performed does not differ in any way from other 
employment. 

6. Cost, of Attendance - The sum of charges for tuition. required fees. room, 
boar~ and an allo .... ance for books, supplies, personal expenses and travel (if 
applicable). The cost is established by the college. 

7. 

8. 

Expected Family Contribution (EFe) - The amount derived 
formulA which parents and the student can reasonably 
COlleg~ costs from both their income and their Anets. 

Financial Aid Form (FAF) - A nationally distributed aid 
atate and institutional aid published annually by 
Service of the College Board. 

through a needs analysis 
be expected to pay fO#' 

application for federal, 
the College Scholarship 

9. Family Financial Statement (FYS) - A nationally distributed .aid application 
for federal, state And institutional aid published annually by American College 
Teating Program. 

10. Federal Aid - Financial aid that is provided, either directly or indirectly, 
to students in the form of grants, loans and jobn. All of this aid is need 
based. The five major federal aid programs are: Pell Grants, SEOG. Perkins 
Loans, GSL and CWS. 

11. Financial Aid - A Dum of money to 8ssist II student 'With the educational expenses 
included in the cost of attendance. 

12. Financial Aid Package - The term used to deacribe an a\/ard composed of t\/O 
elementa: grant and lIelf helpi the Belf help may include either loan or job 
or both. The grant and self help funds could come from federal, state, 
inatitutional or any c.ombination of these sourceD. 

13. Financial Need - The difference bet .... een the atudent'e cost of attendance and 
his or her resources, principilly the expected family contribution. 



14. Gunt = That put of A .tudent 'i tinanchl dd that 11 ,ift and datil not nquire 
rc:parment . or other obll&at.1oo 00 the itudent ' • part. Ot~er term. that Jaell!n 

15. 

the ume thing arc schol&rllhlp grant I iunt aid or "ift.!l.ld. 

Guaranteed Student Loan (CSt) Lw interut 10ana 
private lender., 110111 t ly blink.. Theu: 10ano Are need 
eligibility for them 111 determined by the college. 
&1 part of the .tudent', financial aid p.acktlge even 
apply Icparately for the approved amount at a lender of 

provided to Itudentll by 
bll.!llcd 4Ilndthe I tudent 'II 

GSr. 15 0 (ten included 
though the a tudent muD t 
hi. or her choice. 

16. Job ~ Employment prOVided by or through 4 col 
educational expenle. Include! jObB under CWS. 

to help _ otudent with current 

17. Loan· That part of .. ztudent', financial aid package that the .tudeot muftI:: 
borrow And eventually repay. M08 t of thea e. loans carry no intere.a t while 
the Itudent 11 in IIchool and II subsidized rate during repayment. The repayment 
period begins after the III tudcnt leavea school and u8u611y runs ten yearB or 
more, with time out for graduate. work, military, Vinta, Peace Corps aod other 
IIcrvices. Cancellation optiona, exist under .,certain circumstances on some 
of theBe loans. Perkins Loans and GSL are the 1argcs t of the loan program 
currently available to students. 

18. Need Analysis - The method, or fonrruh that is used to derive the Expected 
Family Contribution (EFC). M08 t colleges now use the "Congressional 
Methodo logy") which is the fonrru la that cs tllblhhes eligibility for federal 
aid, although adjustments to it for other forms of aid or for unusual family 
circumstances are not uncommon. 

19. Outside Aid - A term commonly ulled to dencribe !lny form of financial aid, 
especially graots, that come from outBidc the institution and is not under 
the direct control of the college itself. 

20. Parental Contribution (PC) - That part of the Expected Family Contribution 
~~~--~--------~----~--~ (EFC) that comca from parental income and 8asets. It is based upon information 
aupplied by parcnta on the PAF, the FFS or nome other acceptable aid 
application. 

21. Pell Grant - An entitlement grant from the federal government. The amount 
ia determined by formula (somewhat different from the Congrcosional Methodology) 
and the grant i8 available for a atudent'a usc at any accredited or recognized 
poatsccondary institution. 

22. Perkins Loan -, A federally spoDsored, revolving loan program that i8 need 
based. Ninety percent of the money for thene loans comes from the federal 
government with the remainder provided by the college. Unlike CSL, all Perkins 
Loana are given by the college 1tuelf. 

23. Student Aid Report (SAR) The report the student receiveD \Then he or she 

24. 

applics for 11 Pell Grant. The SAR aho includclI 11 payment document for those. 
who are eligible for a Pell Grant i the complete SAR, including that payment 
document, must be submit ted to the financial aid offic.e of the college the 
student attends before payment of the Pell Grant can be made. 

Sat h fa c tory 
ita criteria 
be eligible 
ins t itu tiona I 
mandatory for 

Academic ProgruD - Each inBtitution muot establhh and publish 
for the atandarda and time. frame to complete itD program. To 
for financial aid the: student must usually Bat18£y those 
requirements. Maintaining satisfactory Academic progress in 

all federal funds in any Cllie. 



25. Self Rel2 & The part of the Aid p",c1u.&e that includu loan and/or job offer 
and thua, placu ,ultilll4tc ruponll1bility for repayment 01'· urningll upon the 
• tudcnt. 

26 •. Supplementary EducatioDal Opportunity Grant (SlOG) • 'A aum of lDOney liven 
to collegcl by the federal government for lublcquent divi.ion ~nd diatr1butlon 
to the needieit ,tudentl on the balil of ~heir aid application to thole 
college.. Not related in any way to Pell Grant. 

27 •• Verificat ion - A proceu of confindng the aCC\ft"ACY of thehmil:y infonnation 
income lind "let dat£ on the original aid .II.pplication. UlIulllly requirea Ai 

family to submit lupporting documentation, such .11.8 a tax return, and may include 
other items aa veIl. Verification Can take place either before or after ,an 
award haa been made and awarda can be adjuated if verified data ia significantly 
different from estimates uae.d on the aid application. Some aid applications 
are verified every year and aome collegea routinely verify all aid applicationa • 
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" Programs: 
12 

Numbers Served: 
3458 

Federal Budget £. 
(cost per client) 

$1,596,594 
($461) 

Locations: 

Services 
Offered: 

Eligible 
Participants: 

Goals: 

I\f!sults: 

AppendiX B 
'TRIO IN HAINE: 1985-86 

Upward Bound 
(4) 

337 

$675,201 
($2003) 

Bowdoin College 
UM-Farmington 
UM~Presque Isle 
UHaine 

Basic skills 
instruction, personal 
counseling, tutoring, 
academic advising. 
Also, career explora
tion £. assistance in 
applying to college 
& for financial aid. 
Students spend 6 
weeks on a college 
campus during the 
SUD~er receiving the 
above services and 
attending weekly 
cultu~al events/activ
ities. Senior students 
also attend a 3-day 
urban field trip. 

T~lJ.e'l1 t Se':lrch 
(1) 

1301 

$138,976 
($106) 

UNaine 

Information & counsel
ing regarding post
secondary programs, 
their admissions re
quireoents b financial 
aid available. Also, 
interest testing, 
career exploration & 
academic advising. 

Special Services 
(7) 

1820 

$782,417 
($429) 

Husson College 
Unity College 
UM-Augusta 
UM-Farmington 
ml-Fort Kent 
UM-Presque Isle 
UMaine 

Tutorial services 
Diagnostic testing 
Academic advising 
Personal counseling 
Instruction (special 
courses) 

Financial aid 
counseling 

Peer counseling 
(adaptive) Special 
Services for 
Handicapped. 

Low income, first generation and physically handicapped students, 
primarily rural Hainers whose educational and cultural backgrounds 
have impeded tl~ir ability to successfully pursue and complete 
either secondary or post-secondary education. 

To identify qualified high school students and adults from low
income families who are the iirst generotion in their family to 
attend college; to prepare these individuals for post-secondary 
education; to provide special supportive services for them yhile 
they pursue programs of post-secondary educatipn; and to help high 
school students acquire skills ond,motivation to stay in high 
school nnd pursue post-secon~ary education. In order to facilitate 
these primary goals, the training·of persons serving or preparing 
for service in programs and ptojects so designed is also emphasized~ 

About 75% of partici
pants enroll in Some 
for~ of education be
yond the secondary 
l,evel. Low sccQndQty 
dropout rates \- 14). 

Over 60: of program 
participants enroll 
in sc~~ forn of cduca
beyond the secondary 
lev~J.. Low secQndpfY 
dropoct rates l-l%). 

Increased access Dnd 
retention of p~ysicnll) 
handicapped, lew income 
and first genc:ation 
college students. 



1984 

1985 

1986 

1987 

1984 

1985 

1986 

1987 

1984 

1985 

1986 

1987 

APPENDIX C 

June 13, 1988 

Report of Subcommittee on Loans ,I 

GSLs, PLUS Loans ($000 Omitted) (D Loans) 

GSLs PLUS Loans Totals 

$43.9 (21149) $1.4 (558) $45.2 (21707) 

44.5 (21403) 1.7 (673) 47.2 (22076) 

40.4 (18878) 1.8 (682) 42.2 (19560) 

33.6 (24743) 1.7 (624) 35.3 (25367) 

Number of Lenders 
81 

78 

78 

83 

Use by Maine Stud'ents 

At Maine Institutions At Out-oi-State Institutions 

$29.7 

30.7 

27.0 

19.4 

$14.1 

13.8 

13.4 

14.1 



APPENDIX D 

UNITED STATES DEPARTMENT OF .EDUCATION 
YO.SHINGTON. 0 C, 20~Ol 

GUARANTEED STUDENT LOAN FY 1985 DEFAULT RATES 
BY POSTSECONDARY INSTITUTIONS 

Attached is a list indicating the FY 1985 default rate of the 
7,295 postsecondary institutions, grouped by state or location, 
participating in the Guaranteed Student Loan (GSL) program. 
The FY 1985 default rate is calculated as the percentage of 
borrowers entering repayment in FY 1985 who default before the 
end of FY 1986. 

This listing is based on FY 1985 and FY 1986 GSL data reported 
by state and other guarantee agencies to the Department of 
Education. These data were voluntarily reported. Starting in 
FY 1987, reporting of these data is mandatory and data quality 
will b~ improved. 

For each institution, the following information is provided: 

1. Institutional name as listed on the FY 1986 data base. 
Some of the institutions listed have since closed. 

2. Default rate (percent in default) calculated as a 
percentage of borrowers entering repayment status in FY 
1985 who default in FY 1985 or FY 1986. On the printout 
this is called a "2-year rate," but technically this 
default rate is known as the FY 1985 "cohort default rate" 
because the rate tracks the defaults of the group (cohprt) 
of borrowers entering repayment status in FY 1985 for two 
years (FY 1985 and FY 1986). 

3. Number of borrowers in repayment status. This is the 
number of borrowers entering repayment status in FY 1985, 
not the number of borrowers repaying their loans. To get 
the number of defaulters, multiply the default rate by the 
number of borrowers in repayment status. 

For further information, contact: 

John Bertak or Tom Lyon 
Office of Public Affairs 
U.S. Department of Education 
Washington, D.C. 20202 
(202) 732-4576 

Release date: 3/4/87 





TABLE 11 COMPARISON OF CUMULATIVE DEFAULT RATES AGENCIES VS. HEAF/USAF 

FOR STATE RESIDENTS THROUGH FY 1985 (%'s IN THOUSANDS) 

STATE DEFAULTS DEFAULT RATE DEFAULT RATE DEFAULT RATE 
AGENCY AGENCY HEAF USAF 

Alabama $ 14,990 11.60% 17.31% 9.2% 

Alaska 480 2.50% 12.17% 14.70% 

Arkansas 6,023 4.50% 18.16% 11.46% 
Arizona 1/ 69,763 21. 90% 15.94% 28.83% 

California 439,830 18.70% 7.50% 17. 10% 

Colorado 27,955 8.00% 14.21% 15.00% 
Connecticut 137,139 10.40% 5.71% 5.24% 

Dist. of Col. 1/ 38,549 21. 00% 28.03% 14.82% 

Delaware 5,234 6.90% 8.05% 29.88% 

Florida 98,384 13.70% 16.60% 13.01% 

Georgia 37,809 9.90% 15. 17% 15.20% 

Hawaii 1/ 7,282 10.70% 8.63% 13.10% 

Iowa 29,245 4.40% 16.07% 12.39% 

Idaho 10,681 14.70% 9.08% 20.44% 

Illinois 264,215 14.30% 16. 13% 15.10% 
Indiana 23,058 4.30% 12.25% 13.37% 

Kansas 1/ 76,076 16.90% 14.97% 8.63% 

Kentucky 25,429 8.90% 16.54% 10.05% 

Louisiana 41,786 13.30% 15.58% 19.53% 
Massachusetts 173,339 9.90% 6.05% 4.40% 

Maryland 70,641 12.50% 17.33% 8.06% 

Maine 21,780 8.50% 8.17% 6.17% 

Michigan 152,125 12.50% 10.56% 15.46% 

Minnesota 1/ 103,729 11.00% 9.55% 7.57% 

Missouri 57,208 12.40% 20.52% 14.14% 

Mississippi 9,874 13.30% 13.46% 9.63% 

Montana 5,360 7.30% 8.19% 16.98% 

No. Carolina 17,193 7.40% 12.59% 6.65% 

North Dakota 5,254 8.90% 6.95% 9.94% 

Nebraska 36,734 13.00% 12.78% 13.44% 

New Hampshire 12,131 8.00% 6.44% 6.Q9% 

New Jersey 263,261 13. 10% 10.91% 7.53% 

New Mexico 5,094 6.20% 9.77% 24.16% 

Nevada 9,673 14.20% 10.33% 24.81% 

New York 925,431 13.80% 6. 11 % 6.39% 

Ohio 51,875 3.40% 20.54% 12. 14% 

Oklahoma 27,428 13.60% 23.21% 15. 12% 

Oregon 24,288 7.40% 6.80% 24.31% 

Pennsylvania 478,937 13.40% 9.59% 3.73% 

Puerto Rico 3,539 5.30% 7.32% 13.25% 

Rhode Island 23,483 9.30% 5.30% 4.70% 

So. Carolina 1,443 3.10% 11 .79% 10.97% 

South Dakota 12,214 5.90% 8.89% 7.25% 

Tennessee 22,277 3.70% 22.21% 15.77% 

Texas 58,640 10.00% 11.00% 1/L 96% 

Utah 19,434 10.00% 7.82% 12.21% 

Virginia 53,336 7.80% 9.85% 5.39% 

Vermont 7,866 6.10% 11.95% 5.94% 

Washington 33,484 11 .20% 7.72% 17.73% 

Wisconsin 142, 111 12.40% 7.99% 8.71% 

West Virginia 1/ 29,239 14.20% 16.51% 9.62% 

Wyoming 2,916 7.70% 7.02% 9.85% 





TE DEFAULTS DEFAULT RATE DEFAULT RATE DEFAULT RATE 
AGENCY AGENCY HEAF USAF 

HEAF NATIONAL 73,932 19.70% N/A N/A 

USAF NATIONAL 91,885 9.20% N/A N/A 

Total $4,381,523 12. 10% 13.26% 16.47% 

1/ Programs Operated By NEAF or USAF 





MAINE 

SCHOOL NAME 

Mansfield Beauty Academy of Maine 
Beauty Academy of Maine 
Univ. of Maine Gorham State College 
Univ. of Maine at Fort Kent 
Pierres School of Beauty Culture 
Mid-State Business College 
Mansfield Beauty Academy of Maine 
Maine State Academy of Hair Design 
Mr. Richard's Hairstyling Academy 
Univ. of Maine at Augusta 
Maine Med. Ctr. Sch. of Operat. Rm. Tech. 
Andover College 
Portland School of Art 
Univ. of Maine at Presque Isle 
Univ. of Maine at Machias 
College of the Atlantic 
Nasson College 
Kennebec Valley Voc~ Tech. Institute 
Casco Bay College 
Univ, of Southern Maine 
So. Maine Voch. Tech Institute 
Mr. Bernard's Sch. of Hair Fashion, Inc. 
Washington County Voc. Tech Inst. 
No. Maine Voc. Tech. Institute 
Beal College 
Uni ty College 
Univ. of Maine at Farmington 
Husson College 
Westbrook College 
Bangor Theological Seminary 
Univ. of Maine at Orono 
St. Mary's Gen. Hasp. Sch. of Nursing 
D'Lor Beauty School 
Eastern Maine Voc. Tech. Institute 
Thomas College 
Mercy Hasp. Sch. of Nursing 
Central Maine Voc. Tech. Institute 
st. Josephs College 
Univ. of New England 
Central Maine Med. Ctr. Sch. Nursing 
Maine Maritime Academy 
Bowdoin Coll ege 
,Col by Call eg e 
B'ates College 
Central Maine Med. Ctr. Sch. Rad-Tech 
Maine Med. Ctr. Sch. of Rad-Tech 
Mercy Hasp. Schol of X-Ray Tech. 
Thayer Hasp. Sch. of X-Ray Tech. 
Eastern Maine Med. Ctr. Sch. of Nursing 
Central Beauty School 
st. Mary's Gen. Hasp. Sch. of Nurse Anesth. 
Univ. of Maine at Bangor 
Eastern Maine Med. Ctr. Sch. Nur. anest. 
Mercy Hasp. Sch. of Anesthesia 
st. Joseph Hasp. Sch. Diploma Nursing 
Maine Medical Ctr.-Sch. of Med-Tech. 
New England Col. of osteopathic Med. 

IN 
(2 

DEFAULT BORROWERS IN 
YEAR RATE) REPAYMENT STATUS 

56.0000 25 
55.5556 9 
33.3333 3 
26.6667 45 
24.7059 85 
23.8938 113 
23.8095 63 
22.2222 72 
22.2222 9 
20.2703 148 
20.0000 10 
19.2661 218 
18.7500 48 
17.9104 134 
17.5676 74 
16.6667 24 
15.3846 13 
15.0000 60 
14.4444 90 
13.7853 885 
12.6904 197 
12.5000 32 
11.3208 106 
10.4839 124 
10.3774 106 
9.8361 61 
9. 1286 241 
8.2988 241 
7.9545 176 
7.6923 13 
7.3999 1473 
7.1429 14 
6.8966 24 
6.7227 119 
6.0606 99 
5.8824 17 
4.0541 74 
3.9801 201 
3.6697 109 
3.4483 29 
3.1250 96 
2.8090 178 
1.3514 222 
1.1236 178 
0.0000 2 
0.0000 
0.0000 3 
0.0000 4 
0.0000 14 
0.0000 20 
0.0000 2 
0.0000 1 
0.0000 7 
0.0000 3 
0.0000 1 
0.0000 
0.0000 21 





AP!;id1~ r E. A 

}IAINE STUDENT INCENTIVE SCHOLARSHIP PROCRA.'1 nISISP) 
FACT SHEET FOR THE YE.~~S 19i9-88 

1979-80 1980-81 1981-82 1982-83 1983-84 1981.-85 1985-86 1986-l!7 ~ ':S7-d8 

l. Number of Applications 8,739 13,712 15,852 13,613 13,857 12,396 12,727 H,O!.6 U.t>91 

2. Nunber (and ~) ~f Eligible 
Applicants X/A ,8,723 (64%) 12,567 (797,) 9,445 (69Z) 11. 703 (84;;) 8.009 (657,) 7.911 (6n) 8,795 (6.:?;:) ~. ';03 (~O': 

3. Nu~ber (and ~) of Recipients 2,852 4,313 (49%) 1. 550 (12~) 1.102 (In) 2,627 (22Z) 3.277 PU) 2,011 (267,) 4, 14t (47/~: ':',815 (59" 

, ... Total of '; ... ards S1.062,097 Si,179,788 $536,i88 $517,756 S476,i95 S794,H4 $809,380 $1.151,383 $t .. ~17*$j6 

5. A\¥et'age A· ... ·.;rrl S372 S2i3 S346 $4iO $181 S2!.2 $391 $278 ~':::4 

6. Average Stucent 'Seed Sl,676 $2,633 S3,673 $~,425 $5,560 55,735 $6,967 S6.585 S;.. '::;,2 

Average of Gru~$ Fa~i1y 
!n~o=.e (Recipients) ~8.273 $14,926 S15,605 $16,927 S16,628 Sl5.i':'2 $16,733 $14,712 SU.13'l 

B. Percentage or Recipient~ b~: 

(a) ~Iaine ?ubli.:: In,;titutions 60% 61Z 37% 387. 35:4 43;: 41.7- 647, ~~I : 

(b) ?rh'ate 3:ld Qut-af-State 
P,,':>l.!c Ins ti tutions 40X 39% 63X 627. 65~ S8X 567. 361. 3l:~ 

(.::) In-~t3toi! looZ 9~Z 73Z ilZ i3~ .,' / _"'1 1;3£ i07. ;.:. ;: 
" 

(d} Illit-oi-Stat<! 3~ 27Z 2S~ 277. 29~ 37Z 30Z ~~ ; 



Ap pendix F. 

MSIS? FUNDING ~~D ~LLOCATION ALTERNATIVE 

The Higher Education Council of the State of Maine (HECl 
endorses the following MSISP funding and allocation alterna
tive. The Higher Education Council stands unified and firm in 
its attempts to: increase financial aid available to stu
dents, maintain access to higher education, support students' 
freedom of choice in selection of institutions, and meet the 
goals established by the Maine Legislature in 1977. Speci
fically, HEC proposes the following: 

1) That the total MSISP allocation be increased by 
$1,000,000 annually up to the year 1993-1994. 

2) That the individual award level for students attend
ing private institutions be twice that of students 
attending public institutions. 

3) That there be a maximum award amount of $1,500 per 
private institution recipient (amount specified by 
current law) and $750 per public institution re
cipient. 

4) That increases in the amount of the award 
be phased in over four years maintaining 
incremental increases of two to one. Until all 
eligible recipients are served, award 
amounts will not exceed the above stated 
maximums. 

[By 1990-1991, all private institution students will 
be funded, but approximately only one-third of public 
institution students will be funded. The cap of 
$1,500 would be maintained through 1993-1994 at which 
time, 100% of eligible private institution students 
would receive $1,500 and 100% of eligible public 
institutions would receive $750.] 

5) That allocation to public institutions will not 
be less than 30% of the total allocation. 



Y.m 

65-07 

S7...fJ8 

88..09 

89-90 

90-91 

Si-92 

92-93 

93-94 

A 

lata! 
1 

1,160,522 

2,160,522 

3,160,522 

4,160,522 

5,160,522 

6.160,522 

7,150,522 

8,160,522 

.... ,-
G) 7~at fol:cwing the yea~ 1993-1994, e forts ~ill 

be made to raise t~c ~und~ng limits or both 
public and private, continuing the two to one 
ratio. 

,·.·~LQ~:,. T ~~'\ti ~~~=c~ Q; APPLZC61 TS \,jfo(;':,,;; ;~':::i';::":: J...t..~,:'?2L 

:I C 0 - F G H 

~l.l~ 1 i ': p,.ivHe .:.uu allis;. p ~ 1 v ~ ;&. ;.~:> i;!< ~ rj:r: ill II 
1. t 1 ~ ! t!. f!. ~ Z; IJ. Z! 

345,157 lO 812,365 70 8,700 6,500 2,200 \,7<0 27 2.0~Q . sz 

675,:25 31 l,<aS.JS6 69 B.100 6,500 2.200 2.:leO 31 2,200 100 

1,070,126 34 2.0itO,396 (is 5,700 5,500 2,200 2.25:<! ~5 2,200 100 

1 .4S5. 125 3S 2,695,396 65 8,700 6,500 2,200 2.392 37 2,200 100 

1,860,522 36 3,300.000 64 5,700 6,500 2,200 2,480 38 2.200 100 

2,aSO,S2Z '5. 3,JOO,OO~ 54 8,'00 5.50u 2,ZO:: !.~1': :l9 2.2Cii 'lijO 

3,8:50.522 S4 3,300,000 46 S,700 6,500 2,200 5.147 79 2.Z00 lCO 

~,8~O,522 60 3,300,0:)0 40 a,700 6,500 2.200 6,481 lOa 2.200 100 

Approved by HEC Membership, April 11, 1987 
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2CQ 4:30 

:!J8 675 

475 9S0 

6~3 1,225 

750 1,500 

75{) i,SilO 

750 1,500 

750 1,500 






