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c FISCAL NOTESTATE OF ALASKA1991 LEGISLATIVE SESSION
Bill Version: 5 5 5 f i >  ^  7_

(S) Publish Date: 3 / ■ ? £ / ? / _

Revision Date: 3/25/91 Department Affected:
Title: Advance College Tuition Program; BRU

eft. date Component:
Sponsor: Kerttula
Requestor: Senate HESS Component Serial No.

Expenditures/Revenues: (Thousands of Collars)

University of Alaska 
Statewide Programs & Services

OPERATING FY92 FY93 FY94 FYS5 FY98 FY97
PERSONAL SERVICES 126.9 130.7 134.8 138.7 142.8 147.1
TRAVEL 6.8 7.1 7.5 7.9 3.3 8.7
OHNTRAOTtJAL 9S.0 90.9 104.7 110.0 115.3 121. E
SUPPLIES 2.5 2.6 2.6 2.9 3.0 3.2
EQUIPMENT 30.0
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 261.2 240.2 249.6 259.4 269.8 280.2

(c ap ita l

REVENUE

FUNDING: (Thousands of Doilara)
GENERAL FUND
FEDERAL FUNDS
OTHER: Interest Incom 261.2 240.2 249.8 259.4 239.6 280.2
TOTAL 261.2 240.2 249.6 259.4 289.6 280.2

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 1.1 1.1 1.1 1.1 1.1 1.1

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary.)
Funding for this program comos from Interest earned on the advance tuition payment fund and from othej 
University of Alaska interest Income, Staffing IncluGes two permanent PCNs (reallocated from existing' 
vaconoloc) and 9 temporary telephone worker*. Contractual Includes funding for advertising,

Prepared by: 
Division:

Approved by: 
Agency:

Marsha A. Hubbard Phone: 474-7593
Statewide Budoet O lliD fl f ^ Cate: 3/25/91

Brian Rooera. V ie r^p rdsT® ^6 f"Finance
university of 'Ala6KJT Date: 3/25/91

Distribution (by preparer): Legialitlva Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(les).



Revision Dale: March 26.1991

STATE OF ALASKA
1991 LEGISLATIVE SESSION

FISCAL NOTE g r' ~ T—  ^ ~r  \̂  Version: S 5 5 B ? ;
(S) Publish Date: V / X Q / ^ f

Tille: An act relaling to the Alaska advance college 
tuition payment fund._________________________

Departme 
BRU: Operations
Component: Treasury

Sponsor Kemula 

Requestor:_______ C o m p o n e n t S e r ia l No.

1 2 1 1

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES 5.0 5.0 5.0 5.0 5.0 5.0

TRAVEL

CONTRACTUAL 20.0 20.0 20.0 20.0 20.0 20.0

SUPPLIES

EOUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS , I

MISCELLANEOUS
1 I1

TOTAL OPERATING 25.0 25.0 25.0 25.0 25.0 25.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 25.0 25.0 25.0 25.0 25.0 25.0

TOTAL 25.0 25.0 25.0 25.0 25.0 25.0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year impact:

ANALYSIS: Basic personal services and contractual costs for a trust fund m anrreu by the Treasury division. Contractual costs 
would consist of external investment management, auditing and custodial services. Future costs increases are dependent on the asset 
growth of tlte trust fund from contributions and market gains.

Prepared by: Brian C. Andrews 0533"" Phone: 465-2350
Division: Treasury

Approved by Commission* 
Agency: Revenue

'L Date: March 26. 1991

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 10/90 Page o f __
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IN T H E  LEG ISLA TU RE O F  T H E  STA TE O F  ALASK A 

SEV EN TEEN TH  LEG ISLA TU R E - FIRST SESSIO N 

B Y  S E N A T O R S  K E R T T U L A , Sturgulewski

Introduced: 3/25/91

Referred: H E S , Finance

A B IL L  

F O R  AN A C T  E N T IT L E D  

" A n  A ct re la tin g  to  the  A laska  ad v an ce  college tu itio n  p a y m e n t fu n d ; a n d  p ro v id in g  fo r 

a n  effective d a te ."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* S ec tio n  I . AS 09.38.015(a) is am ended to read:

(a) An individual is entitled  to exem ption o f  the fo llow ing property:

(1) a burial p lot for the individual and the ind iv idual’s fam ily;

(2) health  aids reasonably  necessary  to enable  the individual o r a dependen t to 

w ork o r to sustain health;

(3) benefits paid o r payable for m edical, surgical, o r hospital care  to the ex ten t

they are o r will be used to pay for the care;

(4) an aw ard under AS 18.67 (V io len t C rim es C om pensation Board) o r  a crim e

v ic tim ’s reparations act o f  another ju risd iction ;

(5) benefits paid o r payable as a longevity  bonus under AS 47.45;

(6) com pensation o r benefits paid o r payable and exem pt under federal law:

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 97
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(7) liquor licenses granted under AS 04;

(8) lim ited en try  perm its granted under AS 16.43, excep t as provided in that

chapter^

(9) tu itio n  c re d its  u n d e r  an  a d v a n c e  co llege tu itio n  p a y m e n t c o n tra c t  

a u th o r iz e d  u n d e r  AS 14.40.809(a).

* Sec. 2. AS 14.40.803 is am ended to read;

Sec. 14.40.803. A LA SK A  A D V A N C E  C O L L E G E  T U IT IO N  P A Y M E N T  

(E D U C A T IO N  T R U ST ] FU N D  E ST A B L ISH E D , (a) T he  A laska  a d v a n c e  co llege  tu itio n  

p a y m e n t [E D U C A T IO N  TR U ST] fund is established as a n o n la p s in g  [A N  E N D O W M E N T  

T R U S T | fund o f  th e  U n iv ers ity  o f  A lask a . T h e  fu n d  is e s ta b lish e d  fo r  th e  p u rp o se  o f  

e n h a n c in g  th e  a b il i ty  o f  th e  u n iv e rs ity  to  p ro v id e  (1) h ig h e r  e d u c a tio n  fo r  th e  p eo p le  o f  th e  

s ta te ;  (2) w id e  a n d  a f fo rd a b le  access to  h ig h e r  e d u c a tio n  fo r  r e s id e n ts  a n d  th e i r  c h ild re n ;

(3) a n  in ce n tiv e  fo r  re s id e n ts  to  ach iev e  h ig h e r  a c a d e m ic  s ta n d a r d s  in g ra d e s  7 - 12; a n d

(4) a n  in ce n tiv e  fo r  re s id e n ts  to  c o n tin u e  a n d  c o m p le te  s e c o n d a ry  a n d  p o s t s e c o n d a ry  

e d u c a tio n  [SE PA R A T E  FR O M  TH E  G E N E R A L  FU N D ). T he fund m ay be d iv ided  into 

separa te  accounts fo r accounting purposes.

(b) T he  fund  consists o f

(1) perm anen t fund d ividend and cash con tribu tions m ade under AS 14.40.807 

under the term s o f  an advance tuition paym ent contract;

(2) a p p ro p r ia t io n s , gifts, bequests, and con tribu tions o f  cash  o r o ther assets 

[FR O M  A P E R S O N  I; and

(3) incom e and earnings o f  the fund.

(c) A ssets o f  the fund shall be expended [IN  T H E  FO L L O W IN G  O R D E R  O F 

PR IO R IT Y :

(1)J to m ake paym ents to the university , in c lu d in g  p a y m e n ts  fo r  [ON B E H A L F 

O F Q U A L IF IE D  B E N E FIC IA R IE S;

(2) T O  M A K E] refunds, re d e m p tio n s , a n d  a w a rd s  u n d e r  [U PO N  

T E R M IN A T IO N  OF] an advance tuition paym ent contract o r  a p re p a id  tu itio n  s c h o la rsh ip , a n d

I;

(3) T O  PA Y  TH E] costs o f  adm in istra tion  o f  the fund.

* See. 3. AS 14.40.805 is am ended to read:

SSSB ‘>7 -2-
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Sec. 14.40.805. PO W ERS A N D  D U TIES O F  T H E  C O M M ISS IO N E R  O F  R E V E N U E . 

T he com m issioner o f revenue is the c u s to d ia n  (T R U ST E E  | o f  the fund and has the pow ers and 

duties under this section to

(1) act as official cu s to d ia n  [TR U STEE] o f  the cash  and investm ents belong ing  

to the fund and to secure adequate and safe custodial facilities;

(2) receive all item s o f  cash  and investm en ts belong ing  to the fund;

(3) co llect a n d  d ep o sit the principal and incom e ffom  investm en ts  o f 

[A C Q U IR E D  BY  T H E  T R U STE E A N D  D E P O S IT  T H E  A M O U N TS IN SE P A R A T E  

P R IN C IP A L  A N D  IN C O M E A C C O U N TS FO R] the fund;

(4) invest and reinvest the assets o f  the fund  as provided in th is section and in 

a c c o rd a n c e  w ith  in v es tm e n t o b jec tives , c r i te r ia ,  a n d  a sse t a llo c a tio n  g u id e lin es  e s ta b lis h e d  

by  th e  b e a rd  [AS PR O V ID E D  FO R  T H E IN V E S T M E N T  O F  R E T IR E M E N T  FU N D S U N D E R  

AS 14.25.180];

(5) exercise the pow ers o f  a c u s to d ia n  [TR U STEE] with respect to the asse ts o f

the fund;

(fi) do all acts, w hether o r no t expressly  au thorized , that the com m issioner o f  

revenue considers necessary  or proper in adm inistering , as a c u s to d ia n  [T R U ST E E ], the asse ts 

o f  the fund;

(7) m aintain accounting records o f  the fund in accordance w ith investm ent 

accounting  princip les [AND W ITH  D IST IN C T IO N  B E T W E E N  TH E PR IN C IPA L  A N D  

IN C O M E A C C O U N T S O F TH E  FU N D ];

(8) engage an independent firm  o f  certified  public accountants to [A N N U A L L Y ] 

audit the financial condition o f  the fu n d ’s investm ents and investm ent transactions;

(9) en ter into and enforce contracts o r  agreem ents considered  necessary  fo r the 

investm ent purposes o f  the fund , in c lu d in g  th e  use o f  in v e s tm e n t m a n a g e rs , c o n s u lta n ts , a n d  

o th e r  c u s to d ia n s  o f  th e  fu n d ;

(10) report to the university  the cond ition  and investm ent perfo rm ance o f  the

fund:

(11) m ake paym ents to the university  as  re q u e s te d  by the h o a rd , in c lu d in g  

p a y m e n ts  fo r [ON BEH A LF OF Q U A LIFIED  B E N E FIC IA R IE S;

(12) M AK E[ refunds a n d  re d e m p tio n s  u n d e r  [U PO N  T E R M IN A T IO N  OF] an

SII00971) •3-
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1 advance  tu ition  paym ent contract o r  a  p re p a id  tu itio n  s c h o la rsh ip . [;J and

2 1(13) PA Y  T H E | costs o f  adm in istra tion  o f  the fund.

3 * S ec . 4. AS 14.40.807(a) is amended to read

4 <a) C ontribu tions to the fund under the term s o f  an advance tu itio n  paym ent con tract

> m ay be m ade by d irec t cash paym ents o r  by contribu tions from  the perm anent fund div idend.

6 T he D epartm en t o f  R evenue shall

7 (1) prepare the perm anen t fund d iv idend  application  to allow  an applicant |,]  or

N parent, legal guard ian , or o ther au thorized  represen tative o f  an applicant w ho is an

ft unem ancipated  m inor to contribute 50 percent o f  a d iv idend  to the fund under the term s o f  an

10 ad v an ce  tu ition  paym ent contract; and

11 (2) include  with each application  fo r a  perm anent fund d iv idend an explanation

12 o f  the a d v a n c e d  tu itio n  p ay m en t p ro g ra m  [T R U ST  FU N D ], including the right [O F A

13 PU R C H A S E R ] to receive a refund, a  d isc lo su re  o f  th e  p o te n tia l [U PO N  T E R M IN A T IO N  O F

14 AN A D V A N C E  T U IT IO N  PA Y M EN T C O N T R A C T , A N D  A ST A T E M E N T  T H A T  TH E] tax

15 liab ility  o f  the fu n d , a n d  d isc lo su re  o f  th e  possib le  g e n e ra l effec t o f th e  tax  lia b ility  on th e

16 a d v a n c e  co llege  tu itio n  p ay m en t p ro g ra m  [H A S N O T  Y E T  B EEN  D E T E R M IN E D : A FT E R

17 T H E  IN T E R N A L  R EV EN U E SE R V IC E  D E T E R M IN E S T H E  T A X  L IA B IL IT Y  O F T H E

IS FU N D , A S T A T E M E N T  SU M M A R IZIN G  T H E  T A X  D E T E R M IN A T IO N  SH A L L  B E

10 IN C L U D E D  W IT H  E A C H  A PPLIC A TIO N  FO R  A P E R M A N E N T  FU N D  D IV ID E N D ],

2ft * Sec. 5 . A S 14.40.807 is am ended by adding  a new  subsection  to read:

21 (c) In o rd er to  assure the actuarial soundness o f  the fund, the legislature m ay  appropriate

22 annually  to the  fund the sum. certified by the board  to the governor and the leg isla ture , that is

23 necessary  to res to re  the fund to an am ount that is actuaria lly  sound. T he board annually , before

24 January  30, shall m ake and deliver to the governor and to the leg islature a certifica te  stating the

25 sum  requ ired  to  resto re  the fund to an am ount that is actuaria lly  sound, and that sum  m ay be

26 appropria ted  and paid to the fund during that fiscal year. T h is subsection does not create  a debt

27 o r liab ility  o f  the state.

2.8 * See. 6. AS 14.40.809 is am ended to read

2ft Sec. 14.40.809. POW ERS AN D D U TIES O F T H E  U N IV E R SIT Y  O F A L A SK A , (a)

3ft T he  Board o f  R egents o f  the U niversity o f  A laska m ay con tract w ith a purchaser fo r the advance

31 paym ent o f  tu ition  by the purchaser for a [Q U A L IFIE D ] beneficiary  o f  any age to a ttend  a

SSSIJ ft7 -4-
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I branch o f  the university  to w hich the [Q U A LIFIED ] beneficiary  is adm itted  |,  W IT H O U T

FU R T H E R  T U ITIO N  C O ST  T O  T H E Q U A LIFIED  B E N E FIC IA R Y ]. A p u rch ase r and a 

|Q U A L IF IE D ] beneficiary  m ay be the sam e person.

4 (b) The board shall

5 (1) m ake appropriate  arrangem ents as necessary to fu lfill the b o a rd ’s ob liga tions

6 under an advance tu ition paym ent contract;

7 (2) establish  a n d  a d o p t  a  fo rm a l p lan  fo r a d m in is t ra t io n  o f  th e  a d v a n c e

8 college tu itio n  p a y m e n t p ro g ra m  a n d  p re p a id  tu itio n  sc h o la rsh ip  p ro g ra m  [ST A N D A R D

9 PA Y M E N T  PLA NS T O  BE U SED  U N D ER  A D V A N C E  T U IT IO N  P A Y M E N T  C O N T R A C T S ];

10 (3) estab lish  in v e s tm e n t o b jec tiv es , c r i te r ia  a n d  asse t a llo c a tio n  g u id e lin e s  fo r

11 th e  fu n d  b a sed  on  p ru d e n t  in s titu tio n a l in v e s to r  gu id elin es  a n d  a c tu a r ia l  a n a ly s is  o f  th e

12 e a rn in g s  re q u ire m e n ts  fo r  th e  a d v a n ce  co llege tu itio n  p a y m e n t p lan ;

13 (4) e n te r  in to  a re c ip ro c a l a g re e m e n t w ith  S h e ld o n  J a c k s o n  C o lleg e  a n d

14 A laska  P ac ific  U n iv e rs ity ; a n d

15 (5) m a k e  th e  o b lig a tio n  u n d e r  a n  a d v a n c e  college tu itio n  p a y m e n t p ro g ra m

16 a g e n e ra l o b lig a tio n  o f  th e  u n iv e rs ity  [TH E C IR C U M ST A N C E S U N D E R  W H IC H  A N

r  17 A D V A N C E  T U IT IO N  PA Y M E N T  C O N T R A C T  M A Y  BE T E R M IN A T E D  A N D  T H E

18 A M O U N T  O F  T H E  R E FU N D  T H E  PE R SO N  EN T IT L E D  T O  T E R M IN A T E  T H E  C O N T R A C T

19 M AY R E C EIV E].

20 * Sec. 7. AS 14.40.811 is am ended to read:

21 Sec. 14.40.811. A D V A N C E  C O L L E G E  T U IT IO N  PA Y M E N T  C O N T R A C T S , (a) A n

22 advance  co llege tuition paym ent con tract m ust se t o u t o r  include by  re fe re n c e  to  th e  p lan

23 (1) if  an  in s ta llm e n t p u rc h a s e  p ro g ra m  is e s ta b lish e d  bv th e  b o a rd ,  the am ount

24 o f  paym ents required from  the purchaser^ [O N  B E H A L F  O F  TH E  Q U A L IFIE D  B E N E F IC IA R Y ;

25 ( 2 ) ]  the term s and conditions fo r m aking  the paym ents, a n d  [;

26 (3)] provisions for late paym ent charges [A N D  FO R D E FA U L T ];

27 {2} [(4)] the nam e and age o f  the p r im a ry  a n d  a l te rn a te  b e n e fic ia r ie s

28 |Q U A L IF IE D  B E N EFIC IA R Y ] under the con tract [A N D  A S T A T E M E N T  T H A T  T H E

29 P U R C H A S E R , W ITH T H E  A PPR O V A L  O F T H E  BO A R D , M A Y  S U B S T IT U T E  A N O T H E R

30 PE R SO N  FO R 'H IE  Q U A L IFIE D  B E N EFIC IA R Y  O R IG IN A L L Y  N A M E D  IN TH E

31 C O N T R A C T ];

SH0097h -5-
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(32 |(5 ) | the num ber o f  tu itio n  c re d its  [C R E D IT  H O U R S 1 to be provided to the 

p r im a ry  a n d  a l te rn a te  b e n e fic ia rie s  [Q U A LIFIED  B E N EFIC IA R Y ] under the contract:

14) |(6 ) T H E  N A M E O F T H E  PERSO N S E N T IT L E D  T O  T E R M IN A T E  TH E 

CON I R A C T ,| the term s and conditions under which the con tract m ay be term inated a n d  re fu n d s  

m ad e  | , A N D  T H E  A M O U N T  O F  T H E REFU N D  T O  W H IC H  T H E  P E R S O N  T E R M IN A T IN G  

T H E  C O N T R A C T  IS EN TIT LED ];

(5) |(7 )] the assum ption o f  a contractual obligation by the board to provide tu itio n  

c re d its  for [C R E D IT  H O U R S OF] h igher education to  th e  b e n e fic ia ry  [A T TH E 

U N IV ER SITY ];

(6 ) [(8) T H E  N U M B E R  O F C R E D IT  H O U R S T H E  Q U A L IF IE D  B E N E FIC IA R Y  

M AY R E C EIV E IF  T H E  Q U A L IFIE D  B EN EFIC IA R Y  IS N O T  E N T IT L E D  T O  IN -ST A T E  

T U IT IO N  A T  T H E  T IM E  O F E N R O L L M E N T  AT TH E U N IV E R S IT Y ;

(9)J the period o f  tim e during which the [Q U A L IFIE D ] beneficiary  m ay receive 

the benefits o f  the contract; and

(7) 1(10)] o ther term s and conditions the board de term ines to be appropriate .

(b) An advance c o l lege tuition paym ent contract m ay be term inated

(1) [IF T H E  Q U A L IFIE D  B E N EFIC IA R Y  DIES OR B E C O M E S SO  D ISA B L E D  

T H A T  T H E  B E N E FIC IA R Y  C A N N O T  C O M PL E T E  AN E D U C A T IO N ;

(2) IF  T H E  Q U A LIFIED  B E N E FIC IA R Y  IS N O T  A D M IT T E D  T O  A B R A N C H  

OF T H E  U N IV ER SITY  A F T E R  M A K IN G  A PR O PE R  A P PL IC A T IO N :

(3) IF  T H E Q U A LIFIED  B E N E FIC IA R Y  C E R T IFIE S  T O  T H E  B O A R D , A FTER  

T H E  C O N T R A C T E D  D A TE O F  E N T R A N C E  T O  TH E U N IV E R S IT Y  O R  A FTER  TH E 

Q U A L IFIE D  B E N E FIC IA R Y  H A S R E C EIV ED  A H IG H  S C H O O L  D IPL O M A  OR R E A C H E D  

T H E  A G E  O F  M A JO R IT Y , T H A T  T H E  Q U A L IFIE D  B E N E FIC IA R Y  H A S D E C ID E D  N O T 

T O  A T T E N D  T H E  U N IV ER SITY ;

(4)] if  the board determ ines that the num ber o f  purchasers is in su ffic ien t to 

m aintain the fund on an actuaria lly  sound basis; or

(2) |( 5 ) | under o ther circum stances determ ined  by the board  and set ou t in the 

advance tuition paym ent contract o r  in th e  p la n .

* Sec. 8. AS 14.40.817 is am ended to read:

Sec. 14.40.817. D E FIN IT IO N S. In AS 14.40.803 - 14.40.817.

(
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(1) "advance college tuition paym ent contract" m eans a con tract en tered  into by 

the board and a purchaser to provide for the h igher education  o f  a [Q U A LIFIED ] beneficiary:

(2) " b e n e f ic ia ry "  m ea n s  a p e rso n  w h o  h as  r ig h ts  u n d e r  a n  a d v a n c e  college 

tu itio n  p a y m e n t c o n tr a c t  a n d  w ho  is

(A) a  re s id e n t o r  w ho  will be  a re s id e n t  b e fo re  rece iv in g  b en efits  

u n d e r  a n  a d v a n c e  college tu itio n  p a y m e n t c o n tr a c t :  o r

(B) a ch ild  o r  legal w a rd  o f  a  r e s id e n t o r  o f  a n  a lu m n u s  of th e

u n iv e rs ity ;

(3) "board" m eans the B oard o f  R egents o f  the university ;

(4) [(3)] "fund" m eans the A laska a d v a n c e  co llege tu itio n  p a y m e n t 

| E D U C A T IO N  T R U ST ] fund established under AS 14.40.803;

(5) " p la n "  m ea n s  th e  fo rm a l p lan  fo r  a d m in is tra t io n  o f  an  a d v a n c e  college 

tu itio n  p a y m e n t p ro g ra m  a n d  p re p a id  tu itio n  s c h o la rsh ip  p ro g ra m  a d o p te d  bv  th e  b o a rd  

u n d e r  AS 14 .40 .809(b);

(6) [(4)] "purchaser" m eans a  person w ho m akes o r is ob ligated  to m ake advance 

tu ition paym ents under an advance college tu ition paym ent contract;

£71 [(5) "Q U A LIFIED  B E N E FIC IA R Y " M EA N S A R E S ID E N T  W H O  HAS 

RIG H TS U N D E R  A N  A D V A N C E T U ITIO N  P A Y M E N T  C O N T R A C T ;

(6)J "university" m eans the U niversity  o f  A laska, including a  com m unity  college 

affiliated  with the university .

* Sec. 9. T h is A ct takes effec t im m ediately  under AS 01 .10 .070(c).
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