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UHEAA Board Extends Eligibility for Student Loan Borrower Benefits; Interest 

Rates at Historic Low Levels 
 
 As students plan to head back to Utah’s colleges and universities this fall, their focus can be on learning and 
less on the cost of taking on student loan debt.  By a unanimous vote at its June 20 meeting, the Utah Higher 
Education Assistance Authority (UHEAA1) Board of Directors extended the UHEAA Borrower Benefits program for 
Stafford, Parent Loans for Undergraduate Students (PLUS), and Consolidation loans for new loans originated through 
June, 2003 (regardless of when the loans are purchased by UHEAA’s Secondary Market).  The Board’s action will 
continue one of the nation’s most borrower friendly loan programs, which in combination with the availability of 
historically low interest rates, provides students the opportunity to invest in their education while lowering the future 
burden of student loan debt.    
 The extension of the UHEAA Borrower Benefits program allows Utah’s students to continue to take 
advantage of the following: 
 

Guarantee Fee Benefit - UHEAA will pay the one percent guarantee fee (insurance premium) for 
Stafford and PLUS loan borrowers.  This equates to UHEAA paying, for the student, $100 on a loan 
of $10,000. 

 
Automatic Payment Benefit - For a borrower who agrees to have her loan payments automatically 
deducted from a checking or savings account, UHEAA will lower the interest rate charged on the loan 
by 1.25 percentage points.  For example, the rate for Stafford loans entering repayment after July 1, 
2002 will be 4.06 percent.  Borrowers who take advantage of this borrower benefit will reduce the 
interest rate on their loans to 2.81 percent (i.e. 4.06% - 1.25% = 2.81%).  

 
Origination Fee Credit Benefit - The federal government requires a 3 percent fee be deducted from 
the amount of each Stafford and PLUS loan.  For loans guaranteed by UHEAA after May 1, 2001 and 
before June 30, 2003, UHEAA will credit the entire amount taken by the Federal government to the 
borrower’s outstanding loan balance.  An undergraduate student with a loan amount of $5,000 would 
receive a $150 credit. 

 
Timely Payment Benefit - For Stafford and PLUS loans that entered repayment status after January 
1, 1993, borrowers can qualify for an additional interest rate reduction of 2 percentage points if the 
first 48 payments are paid on time.  The interest rate on the remaining balance will be reduced 
automatically for the rest of the repayment period, as long as the loan does not default.  For borrowers 
who qualify for this benefit and combine it with the Automatic Payment Benefit, the interest rate for 
their Stafford loan in repayment after July 1, 2002 will be .81 percent (i.e. 4.06% - 1.25% - 2.00% = 
.81%).  Borrowers with Consolidation Loans would qualify to have the interest rate reduced by 1 
percent after making the first 48 monthly payments on time and could combine this benefit with the 
Automatic Payment Benefit to reduce the interest rate, which is the weighted average of the loans 
being consolidated, by a total of 2.25 percentage points.  For example, if the weighted average of the 
loans included in the consolidation loan was 6 percent, UHEAA Borrower Benefits would reduce the 

                                                 

 1UHEAA is a subsidiary of the Utah State Board of Regents and administers Utah's student financial aid programs, 
including the student loan guarantee program and secondary market, state need-based financial aid, the Utah Educational Savings 
Plan Trust, and the Utah Engineering and Computer Sciences Loan Forgiveness Program.  
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interest rate to 3.75 percent after 48 on time monthly payments (i.e. 6.00% - 2.25% = 3.75%). 
 
PLUS Loan Interest Benefit - PLUS loans first disbursed between July 1, 1999 and June 30, 2003 
and sold to UHEAA’s secondary market within one year of being fully disbursed qualify for the 
PLUS Loan Interest Benefit.  If the first 12 monthly payments are made on time, UHEAA will credit 
to the loan balance the entire amount of interest charged during the first 12 months of repayment.  
This means that a parent who takes out a PLUS loan to help finance his child’s higher education with 
a PLUS loan from UHEAA could have an interest free loan for a full year. 

 
 With the costs of higher education going up, more students and parents are turning to loans to help finance 
college.  Chalmers Gail Norris, Executive Director of UHEAA, applauded the vote of the UHEAA Board.  “Students 
who choose wisely in the amount of money they must borrow for college are investing in their future.  The UHEAA 
Board demonstrated that the future fiscal well-being of students is UHEAA’s main priority,” Norris stated.  Norris 
cautioned students to consider their ability to repay their loans once they finish school and enter the job market.  
However, Norris also noted that students should take advantage of the benefits of higher education because “with 
historically low interest rates available this summer in addition to UHEAA’s generous Borrower Benefits program, 
there has never been a more advantageous time to invest in a college education.” 
 
  Rates on Federal Stafford and Federal PLUS loans are reset every year on July 1 based on formulas that 
follow the 91-day Treasury bill.  Stafford loans issued after July 1, 1998 that currently carry a 5.99 percent interest 
rate will automatically have the interest rate reduced to 4.06 percent, sharply below the 8.19 percent rate of just two 
years ago.  Students still attending school who are accruing interest charges until graduating will see their interest 
rates drop to 3.46 percent, down from the current 5.39 percent.  Parents who have taken out loans since July 1, 1998 
to help pay for their children’s higher education will see their PLUS loan rate drop from 6.79 percent to 4.86 percent. 
 
 With Stafford student loan interest rates at all time lows after July 1, many borrowers, including those still in 
school, will find it advantageous to lock in low interest rates by refinancing current loans into new Consolidation 
Loans.  UHEAA offers exceptional potential savings on Consolidation Loans as well as the underlying Stafford loans.  
Consolidation Loans should be attractive to anyone who feels interest rates may rise by one percentage point or more 
in the future 
 
  Savings to UHEAA’s borrowers in the fiscal year just ending are projected to be $8 million.  Those for next 
fiscal year will be substantially higher. 
 
       ##### 
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1Through modest growth in funds available through the Utah Centennial Opportunity Program for Education
(UCOPE).

2Utah Educational Savings Plan Trust (UESP).

FY 2003 TUITION AND STUDENT FINANCIAL AID SITUATION 
May 12, 2002

(Adapted from UHEAA Board Report for April Board Meeting)

Several years ago, a  Regents’ four-point strategy  for financial access to higher education was
informally put forth as part of master planning reviews.  Although not formally adopted, this strategy 
has represented an informal target for policy and budget deliberations.  The strategy was included as
part of the USHE data book for several years, but dropped from the 2002 edition, ostensibly because
recent tuition increases and limited state-funded need-based financial aid rendered the first two of its
four parts obsolete.  The four parts (paraphrased) were: (1) Maintain moderate tuition; (2) Expand
state-funded need-based financial aid; (3) Encourage college savings; and (4) Maintain local control of
student loans.  The rationale for the first three strategy goals seem fairly self-evident.  The rationale for
the fourth goal is that local control and operation of the student loan programs allows the programs to
give back appropriate portions of their net cash flows in the form of cost reductions for student and
parent borrowers.  Until Fiscal Year 2002, USHE in recent years had been achieving some small gains
on strategy parts (1) and (2).1

Utah’s college savings program2 has been growing rapidly as part of a national trend fostered
by favorable federal legislation, representing reasonable progress on strategy part (3), and the
percentage of participation in the Utah Student Loan Programs by Utah institutions has remained stable
at a near universal level (strategy part (4)).  Investment in college savings accounts, however, both
nationally and in Utah, appears to be mostly by upper middle and higher income families, and only
marginally by  those from income groups experiencing difficulty financing postsecondary education
enrollment costs.    

Trends beginning with FY 2002 increased markedly for FY 2003 due to the national and state-
level revenue shortfalls and ensuing serious budget problems.  Average USHE tuition increases in FY
2002 were approximately 7.8% (greater on an enrollment-weighted basis) and the policy ideal of
maintaining the purchasing power of need-based financial aid through UCOPE funding increases was
eroded further, as it had been in the two preceding fiscal years.  Funding for need-based aid in the
Regents’ Student Financial Aid Line Item in FY 2003 is $416,000 below the funding finally available in
FY 2002, and $645,000 below the amount available at the start of the fiscal year.  And tuition
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increases finally approved for USHE institutions represent an estimated  ten percent average increase
for FY 2003. 
FY 2003 TUITION AND STUDENT FINANCIAL AID SITUATION 
May 12, 2002–Page 2

For the nine USHE institutions (exclusive of UCAT), the combined effect of the student aid
appropriation reduction and the tuition increases is a reduced purchasing power for current numbers of
aid recipients calculated at about $6.9 million.  These trends will be offset to a small degree (less than a
million dollars) by the Regents’ decision to allocate one-half a percentage point of the approved tuition
increases in each institution to be used for student financial aid within the institution’s budget .  And Salt
Lake Community College apparently is adding another half a percent for student financial aid from its
approved “tier two” increase.  Still a shortfall of about six million dollars will remain.

How will students with substantial financial need cope with these further changes?  Probable
coping mechanisms will include borrowing more, further reducing course loads and increasing numbers
of hours worked at low-wage jobs (if available), dropping out, or never enrolling in the case of some
prospective new students from lower income families.  Nevertheless preliminary reports from
institutions suggest that enrollment demand for the next academic year appears to be remaining strong. 
The unanswered question is the extent to which students from lower-middle and lower income
categories are being affected, and whether all qualified students from the lower income levels will be
able to plan to enroll or to continue to enroll.  

Attachments–

1.  Utah SBR Student Financial Aid Line Item, FY 2003 Appropriation Status      Page   3

2.   Notes Regarding Student Financial Aid Issues      Page   7

3.   Excerpt from Minutes of State Board of Regents Meeting, March 2002      Page   9

4.  Resolution adopted by UHEAA Board of Directors, April 30, 2002      Page 10

5.  One Way Institutional Funds Can Effectively Be Used for Need-Based Aid      Page 11

6.  “Study: For Undergrads Who Work, Achievement Suffers” (Ed Daily, 5-6-02)      Page 12

7.  UHEAA Average Debt Burden by Highest Grade Level & Out-of-School Date      Page 13

8.  Utah Student Financial Aid Allotments for Fiscal Year 2002      Page 14
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NOTES REGARDING STUDENT FINANCIAL AID ISSUES
May 12, 2002

(Adapted from Notes Originally Prepared for Regents Discussion Group in March)

A.  Background 

1.  Utah families have close to average family income, but well below average per capita.

2.  Utah families tend to have multiple children in postsecondary education at the same time.

3.  Utah institutions have substantially more independent students than national averages.

4.  Coming from an earlier tradition of low tuitions, Utah tends to be toward the lower end among
states in provision of state-funded need-based student financial aid for its residents.

5.  A study several years ago identified a substantial unmet need for student financial aid for Utah
residents and institutions.  The study was followed by enactment of UCOPE.

6.  The exact amount of true unmet need is rather difficult to identify–by a range of tens of millions
of dollars.  This is especially true because of “entitlement” availability of Federally-backed
guaranteed student loans (Federal Family Education Loan Program).

7.  Regarding Utah’s need-based aid ranking in national comparisons:   When statutory tuition
waivers (only partly used for “impecunious” awards) and institutionally-funded grants and
scholarships are  taken into account,  they appear to move Utah’s rank among the states up a few
notches, but Utah still ranks in the lowest decile.  While somewhat reduced, a material gap in need-
based resources remains.

B.  Current SBR Policy Statement (Intent to consider, not a mandate!)

“3.8. Student Financial Aid Appropriation Requests Related to Tuition Increases - For any
fiscal year after 1999-2000, when the Board’s higher education appropriation recommendations
contemplate tuition rate increases, the Board will consider [emphasis supplied] including a request
for a related appropriation increase for the Utah Centennial Opportunity Program for Education
(UCOPE).  The amount considered for such a request will be calculated to offset, in conjunction
with any anticipated increases in federal need-based grant and work-study programs, the costs of
tuition and fee increases for resident students receiving need-based financial aid from both federal
and state sources, in eligible institutions in the preceding year.”
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NOTES REGARDING STUDENT FINANCIAL AID ISSUES
May 12, 2002–Page 2

The Board has, since adoption of the policy, included material increases for UCOPE as part of its
annual appropriation requests.  In two of the four years so far (before FY 2003), the legislature
was able to respond in part to the requests.  Net effect, however, has been further loss of student
aid purchasing power for tuition and other  cost-of-attendance increases.

C.  Efficiency Considerations–Both for Students and for Institutions

1.  One very visible result of students and families major difficulties in financing higher education
is a widespread pattern of less than full-time enrollment together with substantial hours worked by
students in low-wage jobs.

2.  This is a major contribution to substantial delays in graduation, and possibly to higher dropout
and incompletion rates as well.  Individuals experience substantial delays in entering the workforce
at higher wage or salary rates.   Institutions incur operating cost inefficiencies due to higher head
count to FTE ratios.

3.  The effectiveness of the educational experience also is compromised when students work
excessive numbers of hours during periods of enrollment.  

*A 1995-96 study of undergraduate students seeking degrees who work more than 15
hours per week reported that working creates a number of complications.

*The frequency of these problems increases as the number of hours worked goes up.
Limited class schedules was the most widespread problem although the percentage
reporting work had an adverse impact on grades doubles among those working 16 to 20
hours instead of 1 to 15 hours per week.

*Fifty to sixty percent of the students working full-time (35 or more hours per week)
encountered all of these problems.

4.  A  minority of students may take out larger loan amounts than really needed, in order to enjoy
greater than necessary life-style or consumption of goods and services.  However, this appears to
be a quite small minority.  

5.  Much more common–especially in Utah–seems to be a degree of aversion to borrowing, which
leads to an excessive reliance on the economically inefficient part-time attendance pattern described
above.  It seems possible that financial counseling for families and students may need to place
greater emphasis on the value of loans used for effective investment in education in addition to the
important service of advising on the need to limit borrowing by consideration of future earnings

mbrace
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Excerpt from Minutes of March 2002 Board of Regents Meeting–
Reports of Study Groups–Study Group 1–Student-centered Issues*

“Regent Grant reported that the group spent most of their time on two of the issues.

* * * * *

Financial Aid – As tuition and fees increase, it will have a relative financial impact on a greater
number of students.  If tuition were raised ten percent, it would cost $7 million more to meet the needs
of those students who are currently receiving financial aid.  The Legislature effectively placed a tax on
the students, given the Regents’ desire to protect access and quality.  The Regents want to maintain
access and the level of quality; however, when our budget is cut, all the Regents can to is pass those
increased costs on to the students.  The group’s conclusion was that this was a complex situation but
financial aid does need to be addressed as tuition is increased.  Financial aid increases should be a state
response.  If institutions fund aid increases [from]  general tuition revenues, it is a cost transfer to those
not receiving financial aid.  It was noted that sometimes scholarship recipients are already able to afford
a college education.

* * * * *

The group’s recommendation on financial aid was that it was important and should be
considered, but they would like to see an economic model following the various complexities with the
consequences of non-state funding, keeping in mind the Regents’ goals and objectives.”

_________

____________________
*Study Group 1 was assigned and reported on several issues.  One of the questions assigned to the
Group was “How do we address student financial aid issues?”   Only the portions of the Group’s report
that dealt with financial aid are excerpted here.
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Resolution Adopted by UHEAA Board of Directors

April 30, 2002

Resolved, that the UHEAA Board of Directors recognizes and is deeply
concerned about the continuing and growing gap between students’ costs of
attendance in Utah higher education and need-based financial aid available for
students with substantial demonstrated need.  While student loan borrowing in Utah
is below many other states and national averages, the student loan balances carried
by graduates can be a serious problem if not kept to manageable levels.  The
UHEAA Board therefore charges the Executive Director to continue to present to
Utah’s Congressional Delegation the strong need to support and increase federal
need-based aid programs.  The UHEAA Board also supports recommendations to
the State Board of Regents to continue to request state funds for UCOPE sufficient
to avoid future deterioration in financial opportunity for students as tuition and fees
are increased.
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One Way Institutional Funds Can Effectively Be Used for Need-Based Aid

If an institution were to simply offset tuition charged to selected students, the application of the
half a percent of tuition increase for need-based financial aid apparently would be questioned as use of
tuition waivers in excess of the statutory authorization.  However, there are strong precedents in other
states (and probably some in Utah) for :  (1) collecting tuition from all students and accounting for the
collected tuition as revenue; and (2) budgeting a portion of revenues for expenditure in the form of
student aid grants or scholarships.  In such cases the revenue is not offset or reduced in the form of
waivers, but expended as grants-in-aid (which may be applied toward costs of attendance including
living expenses and other costs, in addition to crediting toward actually-assessed tuition charges).

Each institution has in place a strong administrative process and capability for determining costs
of attendance and offsetting against the cost of attendance expected family contributions based on
federal need analysis (using the FAFSA), federal Pell grants, and other scholarships and institutional aid
such as waivers.  Institutional financial aid offices are equipped to base the  packaging of  need-based
financial aid from a combination of sources on these initial calculations.  Existing sources for need-based
aid packaging include the federal campus-based matching programs (Perkins Loans, SEOG and
Work-Study), state allocations for LEAP and UCOPE, and in limited instances already-budgeted
institutional funds for need-based scholarships or grants-in-aid.

Additional funds, based on the amount of revenue raised by a half a percent increase in tuition
charges, might simply be budgeted for use as institutional opportunity grants (e.g., SLCC Educational
Opportunity Grants), and made available for use in need-based aid packaging by the student financial
aid office.

11
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Utah Higher Education Assistance Authority
Average Debt Burden by Highest Grade Reported and Year Left School

Fiscal
Year

First
Year

Second
Year

Third
Year

Fourth
Year

Fifth
Year

Grad
One

Grad
Two

Grad
Three

Grad
Over 3

1992 $2,720 $4,286 $5,605 $7,222 $8,382 $11,119 $15,244 $20,642 $24,396

1993 $2,798 $4,633 $5,789 $7,760 $8,642 $11,858 $16,919 $21,159 $28,916

1994 $2,925 $5,095 $6,756 $8,931 $10,015 $13,129 $18,316 $23,156 $30,974

1995 $3,070 $5,377 $7,281 $10,208 $11,191 $13,154 $18,242 $26,435 $34,400

1996 $3,079 $5,222 $7,387 $10,704 $11,413 $14,907 $19,881 $31,166 $40,847

1997 $2,926 $5,450 $8,000 $11,386 $12,267 $15,932 $22,195 $35,101 $45,978

1998 $3,006 $5,252 $7,817 $11,698 $12,451 $17,211 $22,443 $36,761 $51,914

1999 $3,027 $5,531 $7,701 $11,476 $12,496 $16,514 $24,240 $34,277 $56,011

2000 $3,097 $5,908 $7,356 $11,002 $12,254 $16,430 $26,794 $36,104 $60,220

2001 $3,179 $6,116 $8,189 $12,554 $13,091 $20,271 $31,874 $42,415 $65,888

March 2002
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