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ACTI ON NARRATI VE

TAPE 01-29, SIDE A
Number 001

CHAl RWOVAN LYDA GREEN cal l ed the Senate Heal th, Education & Soci al
Services Conmttee neeting to order at 2:00 p.m Present were
Senators WIl ken, Ward and Green. The first order of business to
come before the commttee was SB 155.

#SB 155
SB_155- STUDENT LOANS/ COWN. ON POSTSECONDARY ED.

M5. DIANE BARRANS, Director of the Al aska Conmm ssion on
Post secondary Education (ACPE), gave the follow ng expl anati on of
SB 155. Recogni zing that the financial status of ACPE and its
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financing partner, the student |oan corporation, had been
stabilized 18 nonths ago, ACPE managenent was chal |l enged by the
board to identify ways to expand its services and increase the
public benefit of those services for Al askans. Wrking with the
Comm ssion's team of managers, the ACPE focused on a strategic
reconmendati on made by the agency's external audit firm of KPMG
Peat Marwi ck and devel oped the Al aska Advantage Program Over the
| ast 10 nonths, it has anal yzed custoners' needs and expectations.
That has included extensive conmmunication with adm nistrators at
the four institutions who collectively adm nister financial aid for
approxi mately 40 percent of ACPE s borrowi ng custoners. Wth its
outreach effort, ACPE has better identified the needs of its
custonmers and the ACPE is better infornmed to serve these custoners
now t han ever before.

To that end, SB 155 has been introduced by the Governor to
establish the Al aska Advantage Program The programw || return
meani ngful benefits and dividends to its stakehol der groups:
students; parents; higher education institutions in Al aska;
| egi sl ators; enployers; and bond hol ders. SB 155 sets out a
statutory franmework for the ACPE and the corporation to devel op and
i npl enent the premere educational |oan program in the United
States by and for Al askans. The statutory changes nade by the bil

will result in |ower cost educational |oans in Al aska and ot her
i nprovenents to borrowers' |oan terns. The ACPE s success in
mar keting such a program will be one neans of helping Al askans

fight the high cost of postsecondary education and hopeful |y change
their perception that education is unaffordable. SB 155 will allow
the ACPE to facilitate these changes wi thout putting at risk the
financial strength of the corporation. This initiative wll
i nprove and expand services to Al askans and assist the institutions
in Alaska in attracting and retai ning new students.

For borrowers, the Al aska Advantage Program will guarantee the
| owest possible borrowng rates. It will inprove aid packagi ng and
delivery by creating a one-stop shopping format. It ensures
si mul taneous grant and | oan application. |t approves and expands
the borrowers defernment and repaynent options and it provides an
opportunity for debt consolidation in A aska with an Al aska | ender.

For institutional partners, through ASL-net, the Conm ssion's
internet portal, Al aska Advantage provides a recruitnment and
retention tool through beneficial interest terms. It streamnlines
and inproves financial aid delivery, easing the admnistrative
burden. It elimnates unnecessary programdifferences to sinplify
adm ni stration of these prograns for staff and it will enhance | oan
product conparisons by students and their famlies. It also
provi des specific financial awards for borrowers renmaining in or
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returning to Alaska and it enhances default managenent support.
For the corporation, the Al aska Advantage Programw || reduce the
risk through the federal guarantee, hopefully resulting in an
i mproved bond rating to AAA and further bond cost reductions. The
federal interest subsidies will inprove cash flow and it wll
elimnate 98 percent of the loss on the federally underwitten
| oans due to borrowers' default, death, disability or bankruptcy.

In time, ACPE expects these changes to allow for additional Al aska
Advant age benefits such as upfront interest reductions, a rate
reduction for borrowers who remain in or return to Al aska,
repaynment rewards, bank paynent rewards, and other incentives for
good borrower behavior. The results achieved by the ACPE and the
corporation in recent years have neant a significant inprovenent in
both the program finances and servicing. These results could not
have been achi eved wi thout broad support of the Adm nistration, the
Legi slature, participating institutions and Al aska students.

SB 155 will enable the ACPE to convert these successes into
positive nonmentum and raise its services to the next |evel.
Conti nued and substantial inprovenent is only possible through
proposed integration of the programmati c and fi nancial strengths of
federal and state student services. The tineline reflects an
extrenely aggressive schedule as ACPE will seek to inplenent this
servicing nodel for the 2002-2003 year.

MS. BARRANS asked for expedited consideration and passage of SB
155, which will permt the ACPE to i mrediately direct 100 percent
of its resources to the planning, mar keting and ot her
i npl ementation activities. Success is feasible if we begin in My
of this year, but the process cannot begin until the statutory
structure is in place.

SENATOR W LKEN asked Ms. Barrans if she could review for the
committee the projected incone that ACPE expects to nake with the
passage of SB 155. He also asked Ms. Barrans to inform the
commttee of the anmpunt of delinquent |oans that have been paid
t hrough permanent fund dividend col |l ections.

Number 689

M5. BARRANS directed the commttee's attention to the fiscal note,
whi ch shows a positive change in revenues. By 2003, ACPE expects to
have a $4.7 mllion increase in net income, with that anount
continuing as the programevolves. The fiscal note was estinmated
with all things remaining as they are. However, ACPE intends to
take the net gain and roll it back into the Ioan products
t hensel ves. ACPE would like to offer bel owmarket rate | oans.
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CHAI RWOVAN GREEN asked if the savings fromthe projected increase
woul d apply to borrowers in the future or whether they would have
any retroactive inpact.

M5. BARRANS said the savings shown on the fiscal note are specific
to the federally underwitten |aw. She noted regarding the
per manent fund dividend collections for bad debt, ACPE recovered
$13 mllion this year and $12 mllion | ast year.

Nunmber 846

SENATOR LEMAN poi nted out that the fiscal note contains funding for
four new enpl oyees. He asked her to address, to the Senate Fi nance
Comm ttee, whether four new enpl oyees are necessary and or whet her
contracting out some of that work would be a better approach.

CHAI RAMOVAN GREEN announced that she will hold the bill unti
Wednesday to provide commttee nenbers the opportunity to get any
ot her questions answer ed.

MS. BARRANS infornmed the commttee that the fiscal note will be
revi sed because the nunbers used are consistent with the current
default rate; that default rate is expected to decrease with the
new program nodel

CHAIl RMOVAN GREEN took a brief at-ease and then continued taking
public testinmony on SB 155.

MR RICK VWEEMS, University of Alaska Anchorage (UAA) finance
of ficer, stated support for SB 155 and said that UAA s partnership
with ACPE is providing great services for students.

There being no further testinony or questions on SB 155, the
commttee took up SB 91.
#

#SB 91
SB  91- ABORTI ON: | NFORMVED CONSENT; | NFORVATI ON

SENATOR WARD nobved to adopt a proposed conmittee substitute
(Version C) to SB 91 as the working docunent of the commttee.
There being no objection, the notion carri ed.

V5. SANDY ALTLAND, |egislative aide to Senator Ward, sponsor of SB
91, explained the changes to the commttee substitute. On page 3,
line 9, a new section (c) was inserted to specify where the
i nformational panphlet should be distributed, that it should be
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free, and that the Departnent of Health and Soci al Services shoul d
advertise the availability of the panphlet.

SENATOR WARD stated that under current |aw, information about
pl anned parent hood nust be distributed in certain |locations. The
new section in CSSB 91(HES) will place this panphlet next to those.

SENATOR LEMAN infornmed the commttee that he plans to propose an
amendnent to this bill in the Senate Finance Conm ttee.

There being no testinmony or questions, SENATOR WARD noved CSSB

91(HES) from commttee with individual recommendations. There
bei ng no objection, the notion carried.

#

#SB 149

SB 149 - TEACHER/ HEALTH CARE PROVI DER | NCENTI VES

CHAIl RAMOVAN CGREEN asked Senator Leman, the sponsor of SB 149, to
present the bill

SENATOR LEMAN said he introduced SB 149 because of the shortage of
teachers and health care providers, nost noticeably of nurses, in
Al aska. To address this problem he believes the state needs to
provide incentives to reverse this trend. The University of Al aska
(UA) is doing a capable job of filling sonme of the shortages, but
it is unable to fill themall so Al aska must attract professionals
fromoutside of the state.

SB 149 attracts newy trained people, it pronotes retention of the
exi sting workforce, and it will therefore attract retirees back
into the workforce. It provides financial incentives to notivate
entry-level teachers and health care providers to the state. It
has a partial |oan assunption el enent that provides up to $10, 000
in state-paid | oan paynent support. In addition, it contains a
| oan forgiveness provision for teachers in rural areas. He
believes that provision should be expanded to include certain
teachers in urban areas.

SENATOR LEMAN explained that the bill also targets enployed
prof essional s by increasing nedical benefits for those teachers who
work 25 years instead of 20. For the additional five years of
wor k, their coverage would increase to 100 percent upon retirenent.
Anot her provision of the bill recognizes out-of-state teaching
certificates and provides for a teaching excell ence award program

That program provides a $1500 award to up to 20 percent of the
teachers in Al aska school districts. The districts would determ ne
the nethods to decide who the awards will go to. He expects that
programto notivate teachers to i nprove our education system The
bill contains a fiscal note, which he expects the commttee to work
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on to fit within the budget gap.

SENATOR LEMAN poi nted out that under SB 149, retired teachers woul d
be able to come back into the systemand work. They coul d continue
to receive benefits but, if they chose not to, they could work at a
hi gher salary. He offered to go into nore detail on that section
i f necessary.

Number 1501

SENATOR GREEN asked if the Departnent of Law has issued an attorney
general's opinion on the question of whether it is discrimnator to
grant forgiveness on student loans for a certain segnment of the
popul ati on.

SENATCOR LEMAN stated that SB 149 has discrimnation built into it.
He believes the question is whether the discrimnation is
appropriate and, in his opinion, it is. He said he would wel cone
testinmony from the Departnent of Education and Early Devel opnent
and the assistant attorney general who represents that departnent
on that question.

SENATOR WARD commented that special housing |oans were given to
police officers in the Muntainview area of Anchorage. He asked
Senat or Leman whet her he considered offering a further subsidized
housi ng | oan programthrough the Al aska Housi ng Fi nance Cor poration
to provide incentive to teachers to nove to certain areas.

SENATOR LEMAN t hought that is a good idea and said he sees the bil
as a work in progress. He recogni zes that the bill has a l|arge
fiscal note and that it will have to be constrai ned.

SENATOR WARD asked the commttee to consider a housing subsidy and
t hought the police programwas subsidized wth federal noney.

SENATOR W LKEN asked when the ACPE w Il provide a fiscal note.
CHAl RWOVAN GREEN sai d she woul d request one.

SENATOR W LKEN asked whether the Departnent of Comunity and
Econom ¢ Devel opnent is the appropriate agency to adm nister the
| oan program [page 9, line 14].

SENATOR LEMAN said that provision refers to the grants that are
given directly to whoever nmade the | oan.

CHAI RWOVAN GREEN asked participants to keep their testinony brief
to all ow everyone tine to testify.

Number 1713
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DR. TI NA DELAPP, UAA School of Nursing, said she is pleased to see
the addition of health care providers to the bill as the greatest
shortage of workers in Alaska is in the category of registered
nurses. Al aska has a severe shortage of registered nurses, and a
substantial nunber of the existing nurses in the workforce is
expected to retire within 15 years. The sane shortage exists in
the other 49 states. In the past, Al aska has been able to rely on
recruitment fromother jurisdictions; it can no | onger do that so
it is crucial to retain the nurses who have been educated in
Al aska. G ven the heavy indebtedness that nost nursing students
have accunul ated at the tinme of graduation, forgiving a portion of
t hat indebtedness will give many a powerful incentive to remain in
the state. Nursing is a physically, enotionally and intellectually
demandi ng profession and those demands increase in tines of
short age. The burnout rate is high. It is not unconmon for a
recent graduate to be overcone by the demands and elect to seek
enploynment in a |l ess denmanding field. Extending the rate of |oan
repaynment over a five year period nay be useful in keeping nurses
actively enployed in the field until they have had sufficient tine
to gain experience and confort. The shortage in Alaska is nost
severe in rural areas therefore she applauds the provision that
adds an incentive for individuals who elect to practice in rural
areas, however she does not believe that was intended to be based
on a cunulative GPA. Inproving the quality of preventive, acute
and long termhealth care services will ultimately reduce costs and
provi de econom c advantages to communities that seek to attract and
retain workers to fill jobs both in and outside of the health care
arena. She believes SB 149 will attract and increase the retention
of nurses in Alaska, and especially in rural areas of the state.
She suggested providing nore continuing education opportunities in
rural Al aska.

Number 1879

V5. DEBBIE OSSI ANDER, a nenber of the Anchorage School Board

expressed enthusiastic support for SB 149. This bill will go a
long way toward sonme of the challenges that public schools are
facing. Sections 3 and 4 are particularly inportant. The five
year tinmeframe on reciprocity of teacher certification is
particularly helpful. Additionally, the enploynent of retired
teachers is a provision that the Anchorage School District, and
others, has pushed for several years. The Anchorage School
District would like to see that provision apply to hiring teachers
in areas of shortage. The Anchorage School District is also
appreciative of being able to determ ne areas of shortage; that bit
of local flexibility will go along way towards benefiting it.
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M5. OSSI ANDER said she is confused about Sections 8 and 10,
regarding the |oan forgiveness provisions. Section 10 would be
particularly hel pful for urban Al askan school districts. She also
appreci ates the teacher award program Overall, the Anchorage
School Board supports SB 149.

Nunmber 2005

MR. STEVE CATHERS from Valdez testified on his own behalf. He
finds SB 149 to be a bold and creative bill that provides a nunber
of strategies to attract teachers to the state. This bil

addresses all teachers: new teachers through |oan forgiveness
provisions; retired teachers by not interrupting their retirenent
benefits; and it provides for teacher certification reciprocity.
He expressed concern about whether a teacher who, through
reciprocity, has received a five year certificate can reapply for a
provi sional certificate when the five years is up. Regarding the
teacher award program the State of Arizona has proven that
objective criteria for awardi ng i ncentives can be inplenented. The
superi ntendents have di scussed and strongly support the possibility

of elimnating the Tier Il designation fromthe teachers retirenent
system SB 149 will certainly be of use to school districts but
timng is critical as the job fair will occur soon.

MS. MELISSA HILL, Al aska Teacher Placenent director, expressed
support for SB 149, especially for the certification reciprocity
provision. The certification process in A aska is very expensive.
She asked that the Institutional Recommendati on Form be revi ewed by
the teacher certification office. She also expressed support for
reenpl oyment of retired nenbers and for the |oan forgiveness
provision. Oher states have offered signing bonuses that do not
necessarily lead to higher retention rates. She recomrended
all ow ng school districts in urban areas to use these incentives to
hire staff in high demand positions.

Number 2308

M5. LARRAINE DERR, representing the Alaska State Hospital and
Nur si ng Home Associ ation, said she is speaking specifically to the
shortage of nurses although there is a shortage in many of the
health care provider areas. O 33 categories of health care
providers that the Departnent of Labor keeps track of, 5400
vacancies are projected to occur within the next 10 years,
according to a 1998 study. Since 1998, 580 vacanci es per year have
been occurring. By 2008, Alaska wll need nore than 1300
regi stered nurses (RNs) and 150 nore |icensed practical nurses
(LPNs). Currently the UA enrolls 60 students per year in its RN
program and 30 in the LPN program About 15 percent of LPNs pl an
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to leave that field in the next five years. That extrapolates to
an additional 550 vacancies or nore than 100 per year. The UAis
addi ng new prograns but additional students nust be attracted into
these areas. The |legislature can help by supporting UA' s budget
and by supporting SB 149. This is not an Al aska issue al one; the
Anerican Hospital Association has naned workforce devel opnent as
its nunber one priority in 2001. The problemis nationwi de. This
| egislation will help to attract students to Al aska.

TAPE 01-29, Side B

MS. DI ANE BARRANS, Executive Director of the Al aska Commi ssion on
Post secondary Education, said she |ooked at the forgiveness
provi sion on state student | oans and the provision that establishes
a program within the Departnent of Community and Economc
Devel opnent. The bill contains wi ndows of opportunity for people
who have borrowed student |oans fromJuly 1, 2001 through June 30,
2004. However, this bill does not provide tools that can be used
to recruit this year. The | oan forgiveness provision does not
apply to any existing loans; it will begin to apply to |oans
borrowed this next year. The sunset provision will provide for a
periodic review to see whether the | oan forgiveness provision would
remai n.

SENATOR LEMAN asked if that wi ndow of opportunity could be changed
by making the date earlier

M5. BARRANS said it could. She also pointed out the ACPE has not
provided a fiscal note yet because there is sonme uncertainty about
the health care provider definition and who the benefits would be

extended to. The definition is very broad; 14 health care
professions are licensed by the state and could fit the definition
of the bill. She stated wi thout further guidance fromthe sponsor,
the ACPE will craft a fiscal note for the broadest interpretation

of that definition.

CHAl RWOMAN GREEN asked Senator Leman to discuss that definition
with Ms. Barrans.

Number 2244

DR. BRUCE JOHNSON, Deputy Conmi ssioner of the Departnent of
Educati on, comended Senators Lenman and Davis for their efforts in
trying to address the teacher shortage issue. He noted the state
board of education passed, this last Friday, a provisional two-year

certificate, which is simlar to what is outlined in the bill. He
asked the conmttee to review the provisional certification to
determ ne whether that will be sufficient.
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SENATOR LEMAN asked if the state board has the statutory authority
to make that change.

DR. JOHNSON said the board does believe it has that authority.

M5. KAREN PEARSON, Director of Public Health, DHSS, comrended
Senator Leman for including health care providers in SB 149,
especially nental health care providers. She assured the commttee
that certain areas in Al aska are experiencing shortages in every

type of health care provider. She pointed out the Denal
Comm ssion has provided funding to inprove health facilities in
rural Alaska. SB 149 will help provide the staff needed to nake

sure those facilities are utilized and that services can be
del i ver ed.

CHAl RMOVAN GREEN asked Ms. Pearson to describe the Denal
Comm ssion's program

M5. PEARSON said that funding will be com ng through the Denal
Commi ssion to address the need for primary care health facilities,
especially in rural Al aska. The funding will be for both |arger
clinics that wll serve populations of over 750, and for small
clinics. There is separate funding for the two types so they wll
not be conpeting agai nst each other. There has been extensive work
done on | ooking at where the needs are, where the sustainability
exists, and to cone up with technical assistance for conmunities
with high needs but little capacity to do their own devel opnent.
She reiterated Ms. Barran's concern that the prospective dates in
SB 149 will delay, for about two years, any ability to recruit
based on | oan forgiveness.

Nunber 2082

SENATOR LEMAN said he agrees the dates should be changed so that
the bill has a nore imediate inpact. He expressed concern that
the fiscal inpact of SB 149 has to be constrained so he asked M.
Pearson to work with himto determ ne where the incentives need to
be provided anong the health care professions.

MS. PEARSON agreed to do so.

V. SHARON BARTON, Director of the Division of Personnel,

Departnment of Administration, informed the conmttee that the
division is concerned about recruitnent and retention prograns on a
statewide |l evel. The division appreciates the bill's focus on two

critical areas but the shortage problemis occurring across state
government and many mssion-critical jobs in all agencies need
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simlar incentives. She provided the conmttee with a chart that
shows that all state departnents are sharing in this problem The
average age of a new hire in state governnent is 38 years old and
the average age of state enployees is 44. The state has invested
in 12 years of education for its youth. Anything that can be done
to encourage those college students to return to these jobs will be
in the state's best interest. State government will be | osing nost
of its nost qualified people in the next five to seven years so it
needs incentives to keep themin the workforce |onger.

Regardi ng the "doubl e di ppi ng" issue, M5. BARTON said the provision

in this bill does not add cost to the retirenent program The
di vi si on has no compunction, on the other hand, of hiring "double
di ppers.” Furthernore, other enployers do not mnd hiring state

governnment retirees so the state governnent is cutting itself off
from keeping sonme of its best qualified people in its workforce
W thout providing an incentive to remain. The problem is not
al ways rural in these other job classes. The division has been
surveying applicants for state governnent jobs since |ast
Septenber. Qut of 1800 responders to the survey, only 130 were in
the 22 to 24 year old age group. She urged the commttee to
consider the rest of the workforce as it considers the provisions
in SB 149.

CHAl RWOVAN GREEN asked what other specific professions are
experiencing a shortage.

M5. BARTON said engineers, accountants and other higher |eve
adm ni strative positions, biologists and other natural resource and
scientific job classes, anobng others.

SENATOR LEMAN poi nted out that he wanted the provisions of SB 149
to also apply to engineers but he did not want the bill to be too
self serving. He asked if M. Barton has a simlar age
distribution chart fromfive or ten years ago so that the commttee
can get a better picture of the state government workforce.

M5. BARTON said the division will be working on that data and it
will take nore of a manual effort to get those figures but she wll
provi de the conmttee with a copy.

SENATOR LEMAN t hought a neasurabl e change will be evident over the
| ast ten years.

CHAl RWOVAN GREEN suspected the problemis nationw de.

SENATOR WARD asked Senator Lenan to contact the AHFC to explore the
possibility of offering | owinterest housing | oans as an incentive.
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There being no further business to cone before the commttee,
CHAI RWOVAN GREEN announced the conmmttee wll hear an overview on
Medi cai d on Wednesday and that she has requested DHSS to provide
the conmttee with information on the costs of the recommendati ons

made by the Long Term Care Task Force. She then adjourned the
nmeeting at 3:15 p.m
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