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STATE OF ALASKA
1997 LEG ISLATIVE SESSION

FISCAL NOTE
B ILL  NO. SB 170

Revision Date: 
Title:

Sponsor:
Requester:

“ An Act relating to financial assistance 
for students attending certain graduate 
education programs, and providing for 
an effective date."

Senator Taylor
Senate HESS

Department Affected: 
BRU:

Component:

COMPONENT SER IAL NO.

Education

Student Loan Operations

213

EXPENDITURES/REVENUES:
OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

10.0 5.0 5.0 5.0 5.0 5.0

f
I

TOTAL OPERATING 10.0 5.0 5.0 5.0 5.0 5.0

CAPITAL EXPENDITURES

CHANGE IN R E V E N U E ( )
(T housands o f D o lla rs)

FUND SOURCE:
1002 Federal Receipts
1003 GF Match
1004 GF 10.0 5.0 5.0 5.0 5.0 5.0
1005 GF/Program Receipts
1006 GF/MHTIA 1

OTHER 1

TOTAL

Estim ate o f any c u rre n t yea r (FY 97) cos t: S 
POSITION:
FULL-TIME
PART-TIME
TEMPORARY

i

Analysis: Attach a separate page if necessary.)
I

This legislation w ill convert the WAMI Medical Education Program to a loan program. The new loan program will have forgiveness 
benefits based on the number o f years the borrower is employed within the state, in the field for which the financial aid was borrowed for. 
The benefit proposed is 20% per year up to full forgiveness (5 years)._________________________________________________________________j

Prepared by: Mike Maher, Dir, o f Student Loan Operations_______ Phone: 465-6743
Division: Student Loan_Operations_________________________  Date: April 20, 1997
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Agency: Alaska Commission o&Pdstsecondary Education Date: April 20, 1997
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 170
1997 LEGISLATIVE SESSION

A N A L Y S IS ; (co n tin u e d )
The interest rate would be the same as the Alaska Student Loan Program, and tied to the cost of bonds. It provides for a 6 month 
grace period upon terminating studies, and payment does not begin as long as the borrower remains qualified for forgiveness

Given the pass-through nature of the present WAMI Medical Education Program, the cost and time necessary to administer the 
program has been minimal. However, A CPE will incur costs for programming, establishing control records, and testing. It is estimated 
that testing will require two staff between 2-3 weeks of work, prior to a new loan program being added to the recently implemented 

loan management system, HELM S.

It would be inappropriate to continue to utilize A C P E 's primary operating funding source, corporate receipts, to administer a general 

fund loan program.______________________________________________________________________________________________________________________



The following information is provided to indicate what the impact of a WAMI loan would be from the borrower's 
perspective. This data assumes the borrower will experience the average residency period for Family 
Practitioners which is three years. Incomes earned during this residency period are extremely modest. Fund 
source would have to continue to be General Fund due to covenants on use o f A laska Student Loan  
Corporation funds.

Two WAMI calculations are provided. The first reflects the borrower bearing the entire cost of the 2nd, 3rd & 4m 
year of the program, FY97 approximately $1.3 million. The second calculation assumes that the borrower 
would only be responsible for repaying the tuition differential represented by nonresident tuition costs, that is 
only a portion of the support fee. In this scenario, even through the 1sl year costs are borne by the University 
of Alaska Anchorage, since the participants pay the resident rate of tuition for four years, four years' 
differentials are included. Also assumed is an average tuition increase of 8% a year. This is based on the 
average of the last five years at UWSM.

W A M I LOA N SCENARIOS 
Assumptions: 1) Individual begins program in 1997/98

2) Program costs increase approximately 4% a year
3) Interest rate is 8.6%, accrues following in-school period
4) In-school period followed by 6 month grace period
5) Typically loan is deferred for 3 years during residency when salaries generally range 

from $25,000-530,000; Interest accrues during deferment but no payments are due
6) 15-year repayment schedule

C alculation  #1 C alculation #2
1st year cost -—  =$12,435
2nd year cost =$40,612 =$13,429
3rd year cost =$42,236 =514,504
4th year cost =$43,925 =$15,664

5126,773 =$56,032

Monthly payment; 
Total to be repaid;

#1 $1,524.50 #2 $673.79
#1 5274,416 (5126,773, principal; $147,643,interest); 
#2 $121,291 ($56,032, principal; 565,259, interest)

Unknown Factors Average starting annual net income for Family Practitioners?
Additional college/medical education debt (without W AMI Loan) averaging 
$45,000-580,000.

IMPACT OF HB 193 FROM THE BORROWER'S PERSPECTIVE
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CS F O R  SEN A T E B IL L  NO. 170( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTIETH LEGISLATURE - FIRST SESSION

BY

Offered:

Referred:

Sponsor(s): SENATOR TAYLOR

A B ILL

F O R  AN A C T  E N TITL ED

1 "A n  A ct re la tin g  to financial assistance fo r studen ts a tten d in g  certa in  g ra d u a te

2 educa tio n  p ro g ram s; an d  p rov id ing  fo r an  effective d a te ."

3 B E IT  E N A C T E D  BY T H E  LE G ISL A T U R E  O F T H E  S T A T E  O F  A LA SK A :

4

5

6

7

8 

9

10

11

12

13

14

* S ec tio n  1. AS 14.42.030(d) is am ended to read:

(d) The com mission may enter into agreements with governm ent or 

postsecondary education officials of this state or other states to provide postsecondary 

educational services and program s to Alaska residents pursuing a medical education. 

An agreem ent with another state must be limited to services and program s that are 

unavailable in Alaska. T he  com m ission shall rco u ire  a  person  p a rtic ip a tin g  in a 

m ed ica l edu ca tio n  p ro g ram  offered  u n d e r  th is subsection  to  ag ree  to th e  

re p a y m e n t cond ition  im posed u n d e r  AS 14.44.040.

* Sec. 2. AS 14.44 is am ended by adding a new section to article 1 to read:

Sec. 14.44.040. R epaym en t condition fo r m edical ed u ca tio n  p ro g ra m  

p a rtic ip a n ts , (a) Except as provided under (b) and (c) o f this section, as a condition

-1-
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o f  eligibility for receiving financial aid under AS 14.44.010 - 14.44.040, a program 

participant shall agree to receive a portion o f the financial aid as a loan, to be repaid 

to the state. The portion of the financial aid received as a loan to be repaid to the 

state  is equal to the difference between resident and nonresident tuition at the 

contracting postsecondary institution plus interest. The rate o f interest is equal to the 

12th Federal Reserve District discount rate in effect on M arch 1 o f the year in which 

the financial aid is received plus two percentage points. Interest imposed under this 

subsection begins to accrue when the person terminates studies under the graduate 

education program. Accrued interest shall be added to the principal balance o f the 

loan at the time the borrower is obligated to com mence repaym ent and at the end o f 

a  deferm ent period.

(b) If a person required to repay a loan under (a) of this section lias graduated 

from  the graduate education program for which the loan was received and is employed 

w ithin the state in the field for which the person received the loan, including 

em ploym ent within the state in a medical residency program, the loan shall be forgiven 

and considered a grant in an amount equal to the following 

interest:

(1) one year employment, 20 percent;

(2) two years employment, an additional 20

(3) three years em ployment, an additional 20 percent;

(4) four years employment, an additional 20 percent; \ £

(5) five years employment, an additional 20 percent. ^

(c) Repayment under (a) o f  this section is required to begin not later than six 

m onths after the person terminates studies under the graduate education program, 

except that a person who qualifies for forgiveness under (b) o f this section is not 

required to begin repayment to the state as long as the person remains qualified for 

forgiveness under (b) of this section. A person em ployed in a medical residency 

program  is not required to begin repayment to the state as long as the person remains 

in the medical residency program, forgiveness under (b) o f this section only applies 

to that portion o f the loan that has not been repaid to the state.

(d) If a person meets the qualifying conditions under this section for

W O R K  D R A F T  W O R K  D R A F T  0 -L S 0 9 0 6 V E

1 7 0 (  ) -2-
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forgiveness after beginning repayment, the repaym ent requirement is deferred in the 

m onth following qualification for forgiveness. Repayment shall be deferred as long 

as the person remains qualified or until the balance of the loan has been fully forgiven. 

I f  the person is delinquent or in default on the person’s regular repaym ent schedule, 

repaym ent shall continue until the person is current in payments. A periou o f  tim e 

during which the person is making past due paym ents may not be considered as a 

qualifying period for the purpose o f calculating forgiveness benefits.

(e) For purposes of qualifying for forgiveness under this section, a person must 

be a  full-tim e em ployee for a period o f at least six months in order to qualify for a 

prorated forgiveness benefit. In this subsection, "full-time employee" does not include 

seasonal or temporary employment.

(0  A person’s obligation to repay the loan under this section ends if  the person 

dies and is deferred during any period in which a physician certifies that the person 

is totally disabled.

(g) This section does not apply to loans received by a person under AS 14.43.

(h) The commission may adopt regulations to implement this section. Except 

as provided in this section, regulations adopted under this subsection may not exem pt 

or defer a repaym ent required under this section.

* Sec. 3. APPLICABILITY. This Act applies to a  person who begins a graduate education 

program  and who receives financial aid from the state under AS 14.44.010 - 14.44.040, or for 

a m edical education program under AS 14.42.030(d), on or after July 1, 1997.

* Sec. 4. This A ct takes effect July 1, 1997.

W O R K  D R A F T  W O R K  D R A F T  0 - L S 0 9 0 6 \ E
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S t a t e  L e g i s l a t u r e

Chairman.
Judiciary Committee

Member.
Resources Committee 
Rules Committee 
Committee on  Committees

'tate C ip ito l 
Juneau. Alaska WHOM IH2 

ton') ,65-58-5 
Fax (> ;tr i ,65-5*122

552 Front Street 
Ketchikan. Alaska *Wt>l 

IW 7) 225-8088 
Fax ( W )  225-0 -15S e n a t o r  R o b i n  L .  T a y l o r

S e n a te  M a jo r i t y  L e a d e r  

S p o n s o r  S t a t e m e n t

S E N A T E  B IL L  170.

S e n a t e  B i l l  1 7 0  w a s  i n t r o d u c e d  a t  t h e  r e q u e s t  o f
c o n s t i t u e n t s  i n t e r e s t e d  i n  p r e s e r v i n g  t h e  W A M I  M e d i c a l  
E d u c a t i o n  P r o g r a m .  T h i s  is  a  c o m p a n i o n  m e a s u r e  t o  H o u s e
B i l l  1 9 3  a n d  i t s  i n t e r d i c t i o n  is  i n t e n d e d  to  c o m p l im e n t  t h a t  
e f f o r t .  T h e s e  b i l l s  w o u ld  c o n v e r t  t h e  A la s k a  p r o g r a m  i n t o  a
l o a n  p r o g r a m .  T h e  s t a t e  o f  M o n t a n a  h a s  a l r e a d y  m a d e  t h i s
c o n v e r s i o n .

W A M I  h a s  b e e n  a  p r o g r a m  o f  f i n a n c i a l  a s s i s t a n c e  n a m e d  f o r  
t h e  p a r t i c i p a t i n g  s t a t e s  o f  W a s h i n g t o n ,  A la s k a ,  M o n t a n a  a n d  
I d a h o .  I t  is  i n t e n d e d  to  f a c i l i t a t e  t h e  e d u c a t i o n  o f  m e d ic a l  
p r o f e s s i o n a l s .  A l a s k a  p a r t i c i p a t e d  t o  t h e  t u n e  o f  $ 1 ,3 0 9 ,0 0 0  
in  F Y  9 7 .

W A M I  h a s  b e e n  c r i t i c i z e d  b e c a u s e  t h e r e  h a s  b e e n  n o  r e a l  
i n c e n t i v e  f o r  a  s t u d e n t  t o  r e t u r n  t o  t h e  s t a t e  u p o n  
c o m p l e t i o n  o f  t h e i r  e d u c a t i o n .

B y  c o n v e r t i n g  t h i s  p r o g r a m  to  a  lo a n  p r o g r a m  a n d  in c lu d in g  
a  p r o v i s i o n  f o r  l o a n  f o r g i v e n e s s ,  p r o p o n e n t s  f e e l  y o u n g  
A la s k a n s  w i l l  b e  m o r e  l i k e ly  t o  b r i n g  t h e i r  n e w  s k i l l s  b a c k  
to  A l a s k a .

T h e  H o u s e  s p o n s o r  h a s  b e e n  w o r k i n g  w i t h  t h e  
P o s t s e c o n d a r y  E d u c a t i o n  C o m m i s s i o n  a n d  h a s  d e v e l o p e d  a  
c o m m i t t e e  s u b s t i t u t e .  I  r e c o m m e n d  a d o p t i n g  t h e  s a m e  
l a n g u a g e  a s  a  s u b s t i t u t e  f o r  S B  1 7 0 .

D istric t A:
I l y i l c r  • Ketch ikan • Kuprennot' • Mevcrs C huck • Petersburg • Saxm nn • S itk a  • W rangell



\  J n i v e r s i t y  o f  A l a s k a  Fa1rbanks
A ssociated S tudents U niversity  of A laska Fairbanks

F a i r b a n k s ,  A l a s k a  9 9 7 7 5 - 0 2 2 0  •  ( 9 0 7 )  4 7 4 - 7 3 5 5

D e a r  R e p re s e n ta t iv e  B u n d e ,

A s  a  p r e -m e d ic a l s tu d e n t  s tu d y in g  a t  th e  U n iv e rs ity  o f  A la s k a  F a irb a n k s , I  
a m  w r it in g  to  e x p re s s  m y  s u p p o r t  f o r  y o u r  W A M I re fo rm  b ill.

I  th in k  y o u r  p ro p o s it io n  is  a n  e x c e l le n t  lo a y  to  m a x im iz e  th e  s ta te 's  
b e n e f i t  f r o m  th e  W A A II p ro g ra m , b y  e n s u r in g  th a t e v e ry  s tu d e n t  w h o  
p a r t ic ip a t e s  in  th e  p r o g r a m  g iv e s  s o m e th in g  b a c k  to  A la s k a , e i th e r  b y  
p ra c t ic in g  m e d ic in e  in  th e  s ta te , o r  b y  r e p a y in g  a t  le a s t  a  p o r t io n  o f  th e  s ta te 's  
in v e s tm e n t  in  th e ir  e d u c a tio n .

I  a ls o  f e e l  th a t  th is  b i l l  w i l l  b e n e f i t  th e  s tu d e n ts  w h o  a t te n d  A la s k a n  
u n iv e rs i t ie s  a n d  p la n  to  s ta y  in  A la s k a . The p u rp o s e  o f  th e  W A M I p ro g ra m  is to 
p ro v id e  a n  o p p o r tu n i t y  f o r  s tu d e n ts  w h o  liv e  in  s ta te s  w ith o u t m e d ic a l s c h o o ls  
to  a t t e n d  m e d ic a l s c h o o l w ith o u t  p a y in g  n o n - re s id e n t  tu it io n  The s p i r i t  o f  the  
p ro g ra m  is  n o t  h o n o r e d  w h e n  8 0%  o f  th e  s tu d e n ts  w h o  p a r t ic ip a te  f in is h  
m e d ic a l s c h o o l, th e n  b e c o m e  re s id e n ts  o f  o th e r  s ta te s . Those s tu d e n ts  w h o  
w ish  to  le a v e  A la s k a  a f t e r  m e d ic a l s c h o o l d on 't r e a l ly  n e e d  th e  W A M I p ro g ram , 
s in c e  th e y  c o u ld  e a s i ly  le a v e  A la s k a  to  e s ta b lis h  re s id e n c y  in  a n o th e r  s ta te  
b e fo re  a t te n d in g  m e d ic a l s c h o o l.

W ith  y o u r  p r o p o s e d  re fo rm s , f e w e r  s tu d e n ts  w h o  p la n  to  le a v e  A la s k a  
w o u ld  a p p ly ,  s o  th o se  s tu d e n ts  w h o  b e n e f i t  m o s t f ro m  the  p ro g ra m , a n d  w h o  
r e tu rn  th e  g re a te s t  b e n e f i t  to  th e  s ta te  b y  re tu rn in g  a f t e r  m e d ic a l s c h o o l, w o u ld  
n o t  h a v e  to  c o m p e te  f o r  a  p la c e  in th e  p ro g ra m  a g a in s t s tu d e n ts  w h o  p la n  to 
le a v e  A la s k a  a n y w a y .

F in a lly , a s  th e  V ic e -P re s id e n t  o f  th e  s tu d e n t  b o d y  h e re  a t  UAF, I  am  
a w a re  o f  th e  d i f f ic u lt  f in a n c ia l s itu a t io n  th e  s ta te  is in. A la s k a  is s t i l l  a  w e a lth y  
s ta te , b u t , a s  o u r  r e v e n u e s  d e c lin e , o u r  s p e n d in g  m u s t  a ls o  d e c lin e . I a m  v e ry  
a p p r e c ia t iv e  th a t th e  le g is la tu re  re c o g n iz e s  th e  v a lu e  o f  th e  W A M I p ro g ram , 
a n d  th a t  y o u  s e e k  to  m a x im iz e  th e  p ro g ra m 's  re tu rn s , r a th e r  th a n  e lim in a t in g  it.

T hank  y o u  fo r  y o u r  su p p o r t o f  th e  University.

S in c e re ly ,

SUPPORT



To: Rep. Con Bunde
Alaska State Legislature 
Juneau, Alaska

From: Adam  K. Holmes
University o f Alaska, Fairbanks 
Fairbanks, A K

For over twenty years the Washington, Montana, Idaho and 

Alaska medical school program has provided tremendous 

opportunities fo r Alaska residents to pursue their dreams of 

becoming physicians. This program hasalready benefited the 

residents o f Alaska greatly, and the proposed changes to it 

(stipulating 5 years o f medical practice in the state or partial 

repayment o f the cost o f the student's medical education) would only 

increase its benefit. These changes are both reasonable and fair, 

w ith both the students and the state receiving a good return on their 

investment.

Please vote to retain the W A M I program in some form. It 

would make a world o f difference for a whole generation o f aspiring 

Alaskan doctors.

Tuesday, March 18,1997 ,

Sincerely, 

Adam  Holmes



March 16, 1997

D ear Representative Bunde,

I am  w riting  to show support for, and raise som e concerns about, the 

proposed changes to the W A M I program you have set out in your 

b ill. In  general, I believe these changes w ill be a positive thing for 

the State  o f A laska as a whole and the students involved in the 

program . I  think that it is  only fair that i f  a student receives the 

benefits o f the W A M I program, the funding for which com es from  

the State , he or she should be obligated to give something back, 

w hether it is  in the form  o f service or repayment.

A s  a future m e s c a l student who has applied to m edical school 

through W A M i, I realize the importance o f keeping such a program 

in p lace . A d m ission  to m edical schools throughout the nation is 

becom ing increasingly com petitive, a fact which is doubly true for 

A la sk an  residents. A  recent letter I  received from  the George 

W ashington School o f M ed icin e in W ashington D .C . stated that the 

sch o ol had received 10,096 applicants fo r only 113 positions, some o f 

w hich were earmarked for residents o f the D .C . area. The vast 

m ajo rity  o f  m edical schools in this country, both public and private, 

show  a preference for in-state students. Though m ost hold a few 

slo ts open for students from  out o f state, com petition for these 

position s is fierce, with hundreds o f students competing for the same 

spot. F o r students from  A laska, who do not have the benefit o f an 

in -state  m edical school, this m akes the process o f  gaining admission 

even m ore d ifficu lt. Th e  W A M I program attempts to address this 

pro b lem  by allow ing A laskan students who want a m edical education 

to be given special consideration for adm ission, giving us a much 

higher chance at getting into m edical school than we would receive 

by com peting for the few out-of-state spots available at other 

scho ols. F o r this reason, it is  important to maintain this program.

Though I ,  and m any other pre-m ed. students would find it 

preferable to retain the W A M I program in its current form , the 

condition o f the State budget demands that com prom ises be made by 

a ll. I  rea lize  that the W A M I budget represents a large sum o f money 

to spend on relatively few students and that the State o f A laska 

deserves som e sort o f guarantee that its citizen s w ill somehow 

benefit from  this expenditure. Th e com prom ise being proposed



#  m

w ould certain ly help to give this guarantee. I believe that it is only 

fa ir  that i f  the State o f A laska, and thus the citizen s o f A la sk a , are 

spending m oney on m y m edical education that I should be obligated 

to serve them in som e way. Though I know that I want to return to 

A la sk a  after com pleting m y education, some students taking 

advantage o f the program m ay not. B y  requiring students to either 

spend fiv e  years practicing m edicine in A laska or pay back part o f 

the State's investm ent, students w ill be obligated to g ive  something 

back to the com m unities that helped to finance their education. In 

fact, this requirem ent w ill not only help the state, it w ill a lso  help 

p re -m ed ica l students such as m yself. Im posing such restrictions on 

the W A M I program  m ight help to weed out aspiring m ed ical 

students who have no intention o f returning to A la ska  who take 

advantage o f the excellent deal W A M I provides. Th ese students 

w ould then seek positions elsewhere, rather than facing repaym ent. 

T h is  would m ake the odds o f  gaining adm ission better fo r those o f  us 

who are com m itted to this state and its people.

Th ough overall I  am pleased with this com prom ise on the W A M I 

program , I  have several concerns. F irst, I  am  somewhat concerned 

about the tim ing o f payback. Th e first year after a new doctor 

fin ish es his or her residency is  often a d ifficu lt one. T h e  pressures o f 

beginning to pay back m edical school loans which, even with this 

program , can add up to over $100,000; finding a jo b ; and getting 

established in a new com m unity can be rather taxing. M u ch  o f this 

f irst  year is often, in fact, spent ju st looking for a perm anent jo b . 

Though A laska  is alw ays in need o f doctors to serve in its hospitals 

now, there is no guarantee that a new doctor straight out o f 

residency w ill be able to gain an in-state position early in h is or her 

first  year. Su ch  a doctor m ight be forced to begin payback even 

though he or she is active ly  looking for a jo b  in this state. T h is  

concern also applies to doctors who, for one reason or another, decide 

to seek out o f state positions.

A  second concern I  have applies to medical s. ..dents who choose a 

sp ecia lty  which is not currently in demand in this state, i f  a doctor 

graduating with such a specia lty m akes a good-faith e ffo rt to get a 

jo b  here within his or her fie ld  but fa ils due to lack o f dem and, I  do 

not believe he o r she should be penalized for this. It  is  fo r these 

reasons that I  suggest that the changes in the W A M I program  be 

worded such that there is a one year grace period after residency in 

w hich a new doctor can attempt to find a jo b  and get established 

w ithout facing repaym ent.
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M y final concern pertains to doctors who, for one reason or another, 
decide to practice out o f state for several years, perhaps to gain 
valuable skills in their field which cannot be attained here, then 
return to serve Alaska. These doctors w ill, o f course, be obligated to 
make payments to the State o f Alaska for the years they spend 
away, but what o f the time after they return? One would suppose 
that repayment obligations would end, but what o f the money the 
doctors have already repaid? The same question applies to doctors 
who practice in this state for several years, go away fo r training or 
other opportunities, then come back. These situations might seem to 
by hypothetical speculations, but they are fa ir ly  common scenarios 
fo r doctors just out o f residency. I believe that these issues must be 
addressed so that doctors who wish to serve Alaska w ill be able to 
take advantage o f opportunities which arise in the early stages of 
their careers and still discharge their obligation to the state.

Overall, I  believe the proposed changes to the W A M I program are a 
good move for the State o f Alaska and its students. These changes 
ensure that Alaska w ill get a return on its investment in Alaskan 
medical students' educations while maintaining the W A M I program 
which so many students rely on. Though I have some concerns, I 
believe that they can be fairly easily addressed so that this 
compromise can serve all involved.

Sincerely,

University of Alaska, Fairbanks
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A PROGRAM THAT DESERVES PROTECTION

By Daily News editorial staff
When legislators look for places to cut the state budget, the 

four-state WAMI medical education program dangles tempting as a 
ripe apple.

WAMI is not a constitutional mandate. It's something most states 
don't need. On the surface, it serves relatively few Alaskans.
It's expensive: WAMI costs the state $1.3 million each year for 10 
s tu d e n ts .

Despite all that, it would be shortsighted at best for 
legislators to dism em ber the program.

WAMI is shorthand for the W ashington, Alaska, Montana, Idaho 
M edical School Program. The program allows students from the three
states with no graduate medical schools to complete their first 
year o f study at home, and their second, third and fourth years at 
the University o f W ashington School o f Medicine. Because o f the 
arrangem ent, students pay W ashington in-state tuition and the
state o f  Alaska picks up part of the rest o f the tab.

Almost every year legislators threaten to cut funding for WAMI.
Frequently they discuss requiring students to practice m edicine in
Alaska after they complete their education. But this is the first 
year anyone has recommended taking half the program 's money. The 
Alaska State Senate is recommending that $600,000 o f the program's 
$1.3 million yearly budget be cut.

That's a bad idea.
First, and not least, the WAMI students who'vc finished their 

first year at UAA and are now at UW will be left in the lurch.
It's tough to lure physicians to practice in rural area:;. In 

fact, as recently as four years ago, Alaska had the fewest doctors 
per capita in the nation - second only to Mississippi. V/hilc those 
numbers have improved in the past three years, most of the new 
doctors are specialists, not prim ary-carc physicians.

Alaskans benefit from this program. According to Dr. Michael 
Dimino, director o f the UAA Biomedical Program, which runs WAMI in 
Alaska, 85 percent o f the students were bom in Alaska, 90 percent 
graduated from Alaska high schools, and 48.6 percent o f those who 
have finished their medical training have practiced in Alaska.

This cut would make it more difficult for students from Iowcr- 
and middle-income families to attend medical school. In fact, 
according to Dr. Dimino, more than 30 percent o f students in the 
WAMI program come from families where no other member has finished 
c o lle g e .

Perhaps most important from an Alaska perspective, it's the WAMI 
program that makes it possible to attract Native students to 
attend medical school. Five Native students are in their 
residencies now. Alaska WAMI personnel arc under contract with the 
U niversity o f W ashington to recruit Natives and all m inorities 
undcr-rcprcscntcd  in the m edical profession.

In the end, WAMI is a bargain. Instead o f the average $79,000 
per year per student it costs to educate students in states with 
graduate medical schools, Alaska pays $42,000 per year per 
s tu d e n t .



And, Dr. Dimino says, 42 to 48 percent o f the money Alaska pays 
to UW for the program comes back to the state directly or 
indirectly in the form o f grants and contracts and support of 
c le r k s h ip s .

UAA through its linkage with WAMI is in the process of 
developing a physician assistant program which would be associated 
with the U niversity o f  W ashington. An Alaska fam ily-practice 
residency is set to start this summer through Providence Medical 
Center. Both these programs are jeopardized by the gutting of 
WAMI.

WAMI has survived since 1971 - even before the oil money started 
rolling. But this cut likely would kill it. Dr. Dimino says, "This 
is serious. If  we lose this program we'll never get it back. The 
opportunity for Alaskans to get medical education will be 
d im in ished  dram atically ."

There’s no cheap way to provide a quality medical education. But 
there's a cost-effective way, and WAMI is it, for Alaskans.

*



RE: CSHB193(H)/CSSB170(H)

The following information is provided to indicate what the impact of a WAMI loan would be from the borrower’s 
perspective. Program fund source would continue to be General Fund due to covenants on use of 
Alaska Student Loan Corporation funds. Any repayment income would be deposited into State 
General Fund.

Two WAMI calculations are provided. Calculation #1 reflects the participants’ borrowing the non-resident 
tuition differential loan for all four years of the program. Calculation #2 assumes that the borrower would be 
borrowing the tuition differential loan for 2nd-  4m years of the program which take place in Seattle at the 
University of Washington School of Medicine. Also assumed is an average tuition increase of 4%  a year and 
an interest rate of 7% (current 12lh Federal Reserve District discount rate plus two percentage points).

W A M I LO AN  SCENARIOS 
Assumptions: 1) Individual begins program in 1997/98

2) Interest rate is 7%, accrues following in-school period
3) In-school period followed by 6-month grace period and 3-year deferment during 
residency. Interest accrues during deferment but no payments are due.
4) 15-year repayment schedule (To be set by regulation— Possible that 20-year 
schedule would be allowed.)
These calculations are only estimates based on currently available tuition 
information.

C alculation #1 C alculation #2
1s’ year loan $13,000 —

2nd year loan $13,520 $13,520
3rd year loan $16,200 $16,200
4th year loan $16,898 $16,898
Original Principal Balance $59,618 $46,618

Deferment Interest $14,606 $11,421
Capitalized Principal Bal. $74,254 $58,039

Monthly payment: $643.93 $503.32

Total to be repaid: #1 $123,638 ($74,254, principal; $49,384, interest);
#2 $ 96,638 ($58,039, principal; $38,599, interest)

Unknown Factors Average starting annual net income for Family Practitioners
Additional college/medical education debt (without WAMI Loan) averaging 
$45,000-$80,000.



TONY KNOWLES, GOVERNOR

ALASKA COMMISSION ON POSTSECONDARY EDUCATION
I 3030 VINTAGE BLVD.

JUNEAU, ALASKA 99B01-7109

MEMORANDUM
/

VOICE (BOO) 441-2962 
In Juneau J65-6740 
TDD (907) 465-3143 
FAX (907) 465-3293

TO: Senator Gary Wilken, Chair 
Senate HESS

FROM: Diane Barrans^Jfecutive Director
Alaska Commission on Postsecondary Education APR 2 9 1997

DATE: April 29, 1997

SUBJECT: CSSB 170(H )

At last Friday’s committee hearing, Senator Leman posed a question regarding the 
potential tax implication, to a participant in the proposed WAMI loan progTara, o f  
receiving forgiveness benefits.

I have received information from a peer organization in Wyoming that currently 
administers student aid programs with work-related loan forgiveness provisions. While 
this memorandum should not be construed as a legal opinion, my colleagues in Wyoming 
cited Internal Revenue Code Sec. 108. Income from discharge o f  indebtedness:

f) Student loans
(1) In general
In the case o f an individual, gross income does not include any 

amount which (but fo r this subsection) would be includible in gross 
income by reason o f the discharge (in whole or in part) o f any student 
loan if  such discharge was pursuant to a provision o f such loan under 
which all or part o f the indebtedness o f the individual would be 
discharged if  the individual worked fo r a  certain period o f time in 
certain professions fo r any o fa  broad class o f employers.

I was also informed that the Wyoming administrators do not report the annual 
forgiveness benefits to the Internal Revenue Service and have no record o f  ever being 
asked to do so. It appears that so long as this provision remains in federal tax code, 
program participants may expect to receive forgiveness benefits under a WAMI loan 
program without negative tax implications.

I hope this is helpful to the committee in your deliberations. Please don’t hesitate to 
contact me if  I can be o f further assistance.
Cc: Senator Robin Taylor



TONY KNOWLES, GOVERNOR

JUNEAU, ALASKA 99801-7109
3030 VINTAGE BLVD.

VOICE (800) 441-2962  
In Juneau 465-6740  
TDD (907) 465-3143  
FAX (907)465-3293M emorandum

TO: Honorable Gary Wilken, Chair 
Members, HESS Committee 
Alaska State

FROM: Diane Barran^OcxSeutive Director
Alaska Commission on Postsecondary Education

DATE: April 21, 1997

SUBJECT: Comm ents/Questions RE: SB 170 (WAMI Loan)

The members o f  the Comm ission have not reviewed this legislation nor have they taken a 
position with respect to supporting or opposing this substantive program change. S taff 
have reviewed the bill and respectfully offer the following questions and com ments for 
your consideration:

• W hile this bill, under certain conditions, provides for 100% grant benefits, because 
interest is charged and the loan may have to be repaid— it should be consistently 
referred to as a loan that may become a grant (or sim ilar language). The loan contract 
will be subject to the requirements o f  federal consum er truth-in-lending laws that 
require extensions o f  credit to be clearly identified as a loan.

•  What portion o f  program funding will be directly borne by participants? Currently 
the UWSM charges WAMI states for the full cost o f  training rather than subsidize 
non-resident students with W ashington taxpayers’ dollars. Are pa; .icipants 
individually responsible for all costs or som ething less such as me tuition differential 
between resident rate (approximately $8,000 per year) and nonresident rate which is 
currently $20.6 thousand per year for years one and two o f  the program and $27.5 for 
years three and four? Truth-in-lending requires not only that the principal loan 
am ount be disclosed prior to disbursing funds but also that total finance charges be 
disclosed.

•  If  the intent o f  the program is to increase access for Alaskans to a medical education 
and increase the pool o f ‘home grow n’ Alaskan physicians, the legislature may wish 
to recommend an increase in A laska's level o f  participation from ten students in each 
class to 15 or 20. This would assist in achieving the goals o f  the program while at the 
same time reduce the ner participant costs through efficiency o f  scale. UWSM has 
indicated that while the overall costs would likely increase, the cost per student
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actually decreases. Alaska has the lowest participation level relative to Montana, 
Idaho and possibiy Wyoming.

No term s/conditions o f  repaym ent are set out: length o f  repayment; deferment 
allowances due to periods of: full-time study, medical disability, military service, 
unem ployment, etc.; capitalization o f  interest, etc. These elements m ust be known 
and disclosed by the loan servicer. I f  the term s are to be determined by the 
Comm ission, it may be necessary to specifically authorize the Comm ission to do so 
through the regulatory process.

A ssum ing that the general fund will continue as the program ’s fund source (Alaska 
Student Loan Corporation (ASLC) funds cannot be used due to covenants to 
bondholders), the interest rate on WAMI loans m ight more reasonably be tied to 
prim e rate plus some additional percentage each year rather than based on a formula 
driven by the rate ASLC pays to bondholders.

The bill proposes an interest-free six-month period following term ination o f  studies 
under this program. Why provide an interest benefit to participants who w ithdraw 
w ithout com pleting or fail to return and work in the state? If  interest is to accrue it 
should be capitalized prior to the beginning o f  any repaym ent period. I f  the 
participant is eligible for debt forgiveness— that will include interest.

Bill refers to ‘repaying’ and ‘reim bursing’ the aid. To avoid confusion and ensure 
clarity, the statute should use consistent language. Regardless o f  the language, the 
adm inistering agency will have to report the benefits to the Internal Revenue Service 
and participants will be responsible for any resulting tax liability.

Bill references forgiveness o f  ‘financial aid’ from the state. Language should clarify 
that any additional loans made to, or on behalf of, the individual under AS 14.43 
would not be subject to forgiveness benefits— or som ehow identify that the scope o f  
the benefit is limited to this WAMI program funding specifically.

I f  a participant begins repayment o f the loan and later qualifies for forgiveness 
benefits, is repaym ent suspended at the time they are employed in their field in the 
state or at the end o f  the first qualifying year?

W hat is the minimum period o f  qualifying time for the purposes o f  prorating a 
forgiveness benefit?

What is considered ‘em ployed within the state’? Does the participant qualify if  they 
perform  interim  work in A laska that is seasonal, temporary or otherwise less than 
“full-tim e”? To what extent would a medical specialist, who does ‘visits’ or ‘clinics’ 
in A laska, be considered eligible for forgiveness? Will the participant be considered 
qualified if  acting in an administrative capacity in the state?



•  Under what, i f  any, circumstances would a participant be held harm less from 
provisions o f  this bill?: 100% perm anent disability; death; inability to find 
em ploym ent in their field in Alaska; need to provide family medical care; m ilitary 
reservist called to active duty; etc.

As you are aware there is a com panion piece o f  legislation in the H ouse o f 
Representatives. These issues have been raised on H B193 and a  new CS for that bill is 
anticipated. S taff is prepared to review and provide feedback as this bill is developed and 
these issues are addressed or, alternatively, as legislative intent is clarified for the 
Com m ission to im plem ent through the regulatory process, should the bill be enacted.


