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MR. MCCORM ICK  r e p l i e d  t h a t  i t  i s  b a s e d  o n  t h e  c o s t  o f  m o n e y  w hen  
b o n d s  a r e  i s s u e d  t o  r e p l a c e  t h e  c a p i t a l  o f  t h e  l o a n  f u n d .  He s a i d  
t h e  i n t e r e s t  r a t e  f r o m  l o a n s  d i s b u r s e d  f r o m  t h e  b o n d  p r o c e e d s  w o u l d  
b e  t i e d  t o  t h e  c o s t  o f  t h e  b o n d  p r o c e e d s .

R EP .  OLBERG a s k e d  i f  t h e  r a t e  c o u l d  b e  a n n u a l l y  a d j u s t e d .

MR. MCCORM ICK  s a i d  i t  c o u l d  b e  a  p o s s i b i l i t y .  He s a i d  t h e  p r o b l e m  
w o u l d  b e  t h a t  a  g r e a t e r  a d m i n i s t r a t i v e  b u r d e n  w o u l d  b e  p u t  u p o n  t h e  
e n t i t y  t h a t  w o u l d  a d m i n i s t e r  t h e  l o a n  f u n d ,  b e c a u s e  t h e  i n t e r e s t  
r a t e  w o u l d  c h a n g e  f r o m  y e a r  t o  y e a r .

R E P .  OLBERG s a i d  h e  f e l t  t h a t  t h e  s o f t w a r e  r e q u i r e d  f o r  t h a t  
p r o c e s s  w o u l d  n o t  b e  a  d i f f i c u l t  t r a n s i t i o n .  H e  t h e n  a s k e d  i f  
t e a c h i n g  c e r t i f i c a t e s  w o u l d  b e  i n c l r d e d  u n d e r  d e n i a l  o f  l i c e n s u r e .

MR . MCCORM ICK  a n s w e r e d  t h a t  h e  h a d  a  f r i e n d l y  a m e n d m e n t  t o  r e s t r i c t  
t h e  i m p a c t  o f  S e c t i o n  1 t o  o n l y  p e r s o n s  l i c e n s e d  f o r  p r o f e s s i o n a l  
o r  o c c u p a t i o n a l  l i c e n s e s  o n l y .  He  t h e n  s t a t e d  t h a t  h e  w a s  u n s u r e  
i f  t e a c h i n g  c e r t i f i c a t e s  w o u l d  f a l l  u n d e r  t h e  p r o v i s i o n .

R E P .  BUNDE s t a t e d  t h a t  h e  c u r r e n t l y  s i t s  o n  a  c o m m i t t e e  t h a t  i s  
r e w r i t i n g  t h e  p r o v i s i o n s  f o r  g r a n t i n g  a  t e a c h e r ' s  l i c e n s e .  He  f e l t  
t h a t  a  t e a c h i n g  c e r t i f i c a t e  w o u l d  f a l l  u n d e r  t h a t  s e c t i o n  a n d  h e  
w o u l d  e n c o u r a g e  t h e  a m e n d m e n t .
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R E P .  OLBERG a g r e e d  w i t h  t h e  a m e n d m e n t .

R E P .  BUNDE m a i n t a i n e d  t h a t  t h e r e  a r e  m a n y  o t h e r  s t u d e n t  l o a n  
p r o g r a m s  t h a t  o f f e r  a  l o w e r  i n t e r e s t  r a t e  a n d  t h a t  s t u d e n t s  s h o u l d  
b e  e n c o u r a g e d  t o  s h o p  a r o u n d .

R E P .  V EZEY  a s k e d  w h a t  t h e  a v e r a g e  m a t u r i t y  d a t e  o f  a  s t u d e n t  l o a n  
i s .

MR. MCCORM ICK  r e s p o n d e d  b y  s a y i n g  t h e  a v e r a g e  s t u d e n t  i s  i n  s c h o o l  
2-1/2 y e a r s  w i t h  o n e  y e a r  g r a c e  a n d  a  s t a n d a r d  t e n  y e a r  r e p a y m e n t .  
H e  s a i d  t h a t  m a n y  s t u d e n t s  q u a l i f y  f o r  e x t e n d e d  r e p a y m e n t  p l a n s  o f  
15 y e a r s .  He s t a t e d  t h a t  t h e  a v e r a g e  i s  12 t o  13 y e a r s .

R E P .  V EZEY  s a i d ,  " p a y i n g  o n  t h e  l o a n  o r  h a v e  t h e  l o a n  o u t . "

MR. MCCORM ICK  s a i d ,  " p a y i n g  o n  t h e  l o a n . "

R E P .  VEZEY  c l a r i f i e d  t h a t  t h e  a v e r a g e  l o a n  h a s  a  15 y e a r  l i f e .

MR. MCCORM ICK  a d d e d  t h a t  t h e r e  i s  n o  s t a t e d  f o r g i v e n e s s  o n  t h e  
l o a n ,  s o  i t  c o u l d  b e  a n  o u t s t a n d i n g  b a l a n c e  f o r  a n  i n d e f i n i t e  
a m o u n t  o f  t i m e .
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R E P .  OLBERG s u g g e s t e d  t h a t  t h e  t e r m  o f  t h e  l o a n  b e  t i e d  t o  t h e  
s o u r c e  o f  t h e  f u n d s ,  a n d  e x p l a i n e d  t h a t  i f  t h e r e  a r e  t e n  y e a r  
b o n d s ,  t h e r e  s h o u l d  b e  t e n  y e a r  t e r m  l o a n s .

mR . MCCORM ICK  s t a t e d  t h a t  t h e  t e r m  o f  t h e  l o a n  i s  d e a l t  w i t h  i n  t h e  
s e c t i o n  p e r t a i n i n g  t o  r e f i n a n c i n g .  He a l s o  s a i d  t h a t  i n  c u r r e n t  
s t a t u t e  t h e r e  i s  a  p r o v i s i o n  t h a t  a l l o w s  u p  t o  15 y e a r s  i f  t h e  
s t u d e n t  h a s  a n  e x t r e m e l y  h i g h  d e b t .  He f e l t  t h e  t e r m s  o f  t h e  l o a n  
w i l l  b e  m u c h  m o r e  f l e x i b l e  w h e n  t h e r e  i s  a  c o n s o l i d a t i o n  p r o v i s i o n  
t h a t  w o u l d  a l l o w  s t u d e n t s  t o  c o l l a p s e  v a r i o u s  l o a n s  i n t o  o n e  new  
p r o m i s s o r y  n o t e  a t  a  n e w  i n t e r e s t  r a t e  w h i c h  w o u l d  b e  t i e d  t o  t h e  
b o n d  i s s u e .

R E P .  BUNDE s t a t e d  t h a t  t h e  c u r r e n t  i n t e r e s t  r a t e  i s  8%, b u t  i f  a l l  
t h e  i n t e r e s t  f r e e  t i m e  t h a t  a  s t u d e n t  h a s  i s  c o n s i d e r e d ,  i t  i s  
a c t u a l l y  c l o s e r  t o  5%. T h e  l o a n  w a s  b o n d e d  a t  6%, i n d i c a t i n g  a 
l o s s .

C H A I R  TOOHEY s a i d  t h a t  f o r g i v e n e s s  l o a n s  a r e  d y i n g  o u t  a s  t h e  
p r a c t i c e  s t o p p e d  i n  1987.

R E P .  V E Z E Y  s u g g e s t e d  t h a t  t h e  s t u d e n t  l o a n  p r o g r a m  s h ow e d  a 
p o s i t i v e  c a s h  f l o w .

MR .  MCCORM ICK  a g r e e d ,  b u t  h e  i n d i c a t e d  t h a t  w h e n  h e  u s e d  t h e  t e r m  
" a c t u a r i a l l y  s o u n d ,  " h e  w as  t a l k i n g  i n  t e r m s  o f  t h e  t o t a l  l i f e  o f  
t h e  l o a n s  a n d  t o t a l  l i f e  o f  t h e  b o n d s ,  n o t  j u s t  w h a t  t h e  b a l a n c e  
s h e e t  r e f l e c t s  f o r  o n e  p a r t i c u l a r  y e a r .

R E P .  V E Z EY  a s k e d  i f ,  a t  t h e  c u r r e n t  f i x e d  r a t e  o f  8% w i t h  
f o r g i v e n e s s  p e r i o d s  a n d  t h e  c o s t  o f  f u n d s ,  i s  t h e  p r o g r a m  o p e r a t i n g  
i n  t h e  b l a c k ?

MR .  M CCORM ICK  s a i d  y e s .

R E P .  B R I C E  a s k e d  M r .  M c C o r m i c k  w h a t  c o n s t i t u t e s  a  d e f a u l t e d  l o a n .  
H e  a l s o  a s k e d  i f  h e  k n e w  o f  t h e  U n i v e r s i t y  o f  A l a s k a  C o a l i t i o n  o f  
S t u d e n t  L e a d e r s  (UACSL) a n d  o f  t h e i r  p o s i t i o n  o n  t h e  b i l l .

C H A I R  TOOHEY  a s k e d  i f  R e p .  B r i c e  w o u l d  h o l d  h i s  q u e s t i o n s  t o  a l l o w  
f o r  t e l e c o n f e r e n c e  t e s t i m o n y .
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B R IA N  BRUBAKER ,  C o o r d i n a t o r ,  U n i v e r s i t y  o f  A l a s k a  C o a l i t i o n  o f  
S t u d e n t  L e a d e r s ,  t e s t i f i e d  v i a  t e l e c o n f e r e n c e  o n  HB 506. He s t a t e d  
t h a t  t h e  c o a l i t i o n  f a v o r s  a  c a p  t o  b e  p u t  o n  t h e  v a r i a b l e  r a t e ,  a s  
w e l l  a s  p r o v i s i o n s  f o r  e x c e p t i o n s  o n  a  c a s e  b y  c a s e  b a s i s .  He a l s o  
s a i d  t h a t  t h e  w i t h h o l d i n g  o f  l i c e n s u r e  s h o u l d  a l s o  b e  d e a l t  w i t h  o n  
a  c a s e  b y  c a s e  b a s i s .  He s t a t e d  t h a t  t h e  c o a l i t i o n  h a s  b e c om e  
i n v o l v e d  a s  a  r e s u l t  o f  p a s t  p r o b l e m s  w i t h  t h e  t i m e  f r a m e  t h a t  
l o a n s  w e r e  b e i n g  d e l i v e r e d  i n .  He  a l s o  s a i d  t h a t  t h e  s t u d e n t  l o a n  
p r o g r a m  d o e s  n e e d  t o  m o v e  a h e a d  t o  a  m o r e  b u s i n e s s  l i k e  a p p r o a c h ,  
c i t i n g  t h a t  a s  b e i n g  o n e  r e a s o n  t h e y  s u p p o r t  t h e  v a r i a b l e  r a t e  w i t h



i n t e r e s t  r a t e ,  s a i d  t h a t  t h e y  c a n ' t  t a k e  a d v a n t a g e  o f  l o w  i n t e r e s t  
r a t e s  w h e n  t h e y  a r e  a v a i l a b l e  a n d  r o t  p a y  t h e i r  f a i r  s h a r e  w h e n  
t h e y  a r e  h i g h e r .  He f u r t h e r  s t a t e d  t h a t  A l a s k a n  s t u d e n t s  a r e  
p a y i n g  o n l y  23% o f  t h e  a c t u a l  c o s t  o f  t h e i r  e d u c a t i o n .

N um b e r  816 R EP .  B R I C E  a s s e r t e d  t h a t  t h e  g o v e r n m e n t ' s  r o l e  i s  t o  
h e l p  s t u d e n t s  a l o n g .  He  f e l t  t h e r e  s h o u l d  b e  a  c a p ,  e s p e c i a l l y  i f  
t h e  p r i m e  r a t e  d o e s  g o  u p  t o  21% a g a i n .  He f e l t  t h e  c a p  s h o u l d  b e  
a t  15% a n d  e x p l a i n e d  t h a t  t h e  s t a t e  m u s t  m ak e  t h e  l o a n s  a t t r a c t i v e  
t o  s t u d e n t s .  H e  s u g g e s t e d  a n  a m e n d m e n t  t o  S e c t i o n  2 t h a t  w o u l d  
e s t a b l i s h  a  c e i l i n g  a t  15%.

R E P .  BUNDE s a i d  t h a t  h e  s y m p a t h i z e d  w i t h  t h e  s t u d e n t ' s  p l i g h t ,  b u t  
i n d i c a t e d  t h a t  t h e r e  i s  a  p r o v i s i o n  w i t h i n  t h e  b i l l  f o r  
r e f i n a n c i n g .
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R EP .  B R I C E  a s k e d  i f  t h e  p r o v i s i o n s  f o r  r e f i n a n c i n g  w e r e  o n l y  f o r  
c e r t a i n  c i r c u m s t a n c e s .

R E P .  BUNDE o b s e r v e d  t h a t  i f  t h e  c o s t  o f  m o n e y  w e n t  o v e r  15%, m o n e y  
t o  o p e r a t e  t h e  p r o g r a m  w o u l d  c om e  o u t  o f  g e n e r a l  f u n d s .  He  t h e n  
r e m i n d e d  t h e  c o m m i t t e e  t h a t  t h e  " s y m p a t h y  f o r  r u n n i n g  t h i s  p r o g r a m  
i n  t h e  l e g i s l a t u r e  u n d e r  g e n e r a l  f u n d s  i s  w a n i n g . "  He  i n d i c a t e d  
t h a t  t h e r e  a r e  l e g i s l a t o r s  t h a t  w o u l d  l i k e  t o  e l i m i n a t e  o r  
p r i v a t i z e  t h e  p r o g r a m .

MR. MCCORM ICK  a s s e r t e d  t h a t  t h e r e  h a s  b e e n  n o  g e n e r a l  f u n d  
e x p e n d i t u r e s  f o r  t h e  l o a n  p r o g r a m  s i n c e  1993.
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R EP .  BRTCE  a s k e d  u n d e r  w h a t  c i r c u m s t a n c e s  c a n  a  p e r s o n  r e f i n a n c e ,  
a n d  w h a t  i s  t h e  l i m i t  t o  t h e  a m o u n t  o f  t i m e s  a  p e r s o n  c a n  
r e f i n a n c e ?

MR. MCCORM ICK  r e p l i e d  t h a t  t h e r e  w o u l d  b e  n o  l i m i t a t i o n s  s p e c i f i e d  
i n  t h e  l a n g u a g e  o f  t h e  b i l l .  He  s a i d  t h a t  t y p i c a l l y  w h e n  a  s t u d e n t  
w a n t s  t o  r e f i n a n c e ,  t h e r e  i s  a  c a s h  f l o w  p r o b l e m .  T h e  s t u d e n t  
w o u l d  t h e n  c o l l a p s e  t h e  l o a n s  i n t o  o n e ,  a n d  t h e  i n d i v i d u a l  p a y m e n t  
w o u l d  b e  l e s s  t h a n  t h e  t o t a l  a m o u n t  o f  p a y m e n t s  o f  t h e  i n d i v i d u a l  
l o a n s .  He  f u r t h e r  s t a t e d  t h a t  t h e  r e f i n a n c i n g  t e r m s  s h o u l d  n o t  b e  
d i c t a t e d  b y  t h e  b i l l  i t s e l f .  He  f e l t  t h a t  t h e  l a n g u a g e  was  
f l e x i b l e  e n o u g h  a s  t o  h a v e  a  v i a b l e  r e f i n a n c i n g  s t r u c t u r e .  He 
a s s e r t e d  t h a t  t h e r e  a r e  a p p e a l  m e c h a n i s m s  i n  p l a c e  t h a t  w o u l d  b e  
i m p l e m e n t e d  w h e n  a  s t u d e n t  c h a l l e n g e s  t h e  d e n i a l  o f  a  l i c e n s e .

MR. MCCORM ICK  m a d e  r e f e r e n c e  t o  a  f r i e n d l y  a m e n d m e n t  t h a t  w o u l d  b e  
s u b m i t t e d  t o  R e p .  B u n d e  a t  a  l a t e r  t i m e .  He s u g g e s t e d  t h a t  t h e  
D e p a r t m e n t  o f  C o m m e r c e  w o u l d  n e e d  t h e  a u t h o r i t y  t o  r e q u i r e  
a p p l i c a n t s  f o r  p r o f e s s i o n a l  l i c e n s e s  t o  d i s c l o s e  t h e i r  s o c i a l  
s e c u r i t y  n u m b e r s  s o  c o m p u t e r  m a t c h e s  c o u l d  b e  d o n e  b e t w e e n  t h e  tw o  
d e p a r t m e n t s .



h e a r i n g  o f  HB 5 0 6 .

S e e i n g  n o  f u r t h e r  b u s i n e s s  b e f o r e  t h e  c o m m i t t e e ,  C HA IR  TOOHEY 
ADJOURNED t h e  m e e t i n g  a t  5:02 p . m .

HB 506 - HOUSE HES C o m m i t t e e  M i n u t e s  
M a r c h  7, 1994

HB 506 - STUDENT LOAN PROGRAM 
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JOE M CCORM ICK ,  E x e c u t i v e  D i r e c t o r ,  A i r  s k a  C o m m i s s i o n  o n  
P o s t s e c o n d a r y  E d u c a t i o n  ( A C P E ) , i n t r o d u c e d  h i m s e l f  a n d  b e g a n  h i s  
t e s t i m o n y  o n  HB 506.

C H A IR  TOOHEY  i n d i c a t e d  t h a t  s h e  w a s  t u r n i n g  t h e  g a v e l  o v e r  t o  R e p .  
B u n d e .  R e p .  B u n d e  p r e s i d e d  o v e r  t h e  r e m a i n d e r  o f  t h e  m e e t i n g .

C H A IR  BUNDE e x p l a i n e d  t h a t  t h e r e  w e r e  t w o  p r o p o s e d  a m e n d m e n t s  a n d  
i n d i c a t e d  t h a t  a m e n d m e n t  A . 2 (8-LS1752/A .2 ) ,  s u b m i t t e d  b y  R e p .
B r i c e ,  w o u l d  b e  r e f e r r e d  t o  a s  A m e n dm e n t  1 .  He t h e n  a s k e d  M r .  
M c C o r m i c k  h ow  t h e  a m e n d m e n t  r e l a t e d  t o  h i s  s u g g e s t e d  a m e n d m e n t s .
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MR. MCCORM ICK  s t a t e d  t h a t  t h e  a m e n d m e n t  w o u l d  p e r t a i n  t o  t h e  
v a r i a b l e  i n t e r e s t  r a t e  t h a t  t h e  ACPE  h a s  r e c o m m e n d e d .  He s a i d ,  i n  
g o o d  c o n s c i e n c e ,  h e  c o u l d  n o t  s u p p o r t  t h e  a m e n d m e n t  w i t h  a  15% c a p .  
He m a i n t a i n e d  t h a t  t o  p u t  a  c a p  o n  t h e  v a r i a b l e  r a t e  w o u l d  d e f e a t  
t h e  p u r p o s e  o f  h a v i n g  a  v a r i a b l e  r a t e .

R E P .  B R I C E  m ade  a  m o t i o n  t o  m o v e  A m e n d m e n t  1 .

R EP .  TOOHEY o b j e c t e d .

C H A IR  BUNDE m a i n t a i n e d  t h a t  i f  a  s t u d e n t  w a n t s  t o  t a k e  a d v a n t a g e  o f  
l o w  r a t e s  t h e y  " h a v e  t o  g a m b l e  o n  t h e  h i g h  r a t e s . "  H e  s a i d  h e  d i d  
n o t  s u p p o r t  t h e  a m e n d m e n t .

R E P .  B R I C E  a g r e e d  w i t h  C h a i r  B u n d e  a n d  i n d i c a t e d  t h a t  w a s  t h e  
r e a s o n  h e  s u g g e s t e d  a  c a p  a t  s u c h  a  h i g h  r a t e .  He  f e l t  a  c a p  a t  
15% w o u l d  r e a c h  a  c e r t a i n  l e v e l  o f  c o m p r o m i s e .  H e  s a i d  h i s  c o n c e r n  
w a s  i f  r a t e s  g o  a b o v e  20% t h a t  s t u d e n t s  w o u l d  n o t  b e  a b l e  t o  a f f o r d  
t o  g o  t o  s c h o o l .
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R EP .  V EZEY  s t a t e d  t h a t  t h e  i n t e r e s t  r a t e  o n  a  l o a n  i s  n o t  v a r i a b l e  
o v e r  t h e  l i f e  o f  t h a t  l o a n ,  a n d  t h e  p e r s o n  k n o w s  t h a t  r a t e  t o  b e  
s e t  f o r  t h e  l i f e  o f  t h e  l o a n .  He  s a i d  i f  t h e  c a p  i s  a t  15% a n d  t h e  
p r i m e  r a t e  i s  20%, t h e  i . u n d s  f o r  t h e  s t u d e n t  l o a n  p r o g r a m  w i l l  b e  
d e p l e t e d  q u i t e  r a p i d l y .



f r i e n d l y  a m e n d m e n t  t o  t h e  b i l l  a s  t o  a l l o w  f o r  t h e  k i n d  o f  l e v e r a g e  
n e e d e d  p r i o r  t o  t h e  d i s b u r s e m e n t s  o f  w a r r a n t s .  He s a i d ,  " I f  I  r e a d  
t h i s  r i g h t ,  t h a t  s a y s . . .  t h e  d i s b u r s e m e n t  i s  d u e  u n d e r  t e r m s  o f  a 
w r i t t e n  c o n t r a c t  w i t h  t h a t  p e r s o n . . .  w h i c h  w c u l d  m e a n  I  w o u l d  h a v e  
t o  p r i n t  i n  my  p r o m i s s o r y  n o t e  t h a t  I  h a d  t h e  a u t h o r i t y  t o  d o  t h i s .  
I  j u s t  d o n ' t  f e e l  t h a t ' s  n e c e s s a r y . "  He f u r t h e r  s t a t e d  t h a t  i t  i s  
t h e  p s y c h o l o g y  o f  t h e  p r o v i s i o n  t h a t  i s  t h e  f o c u s .  He s a i d  
s t u d e n t s  w i l l  s t o p  a n d  t h i n k  a b o u t  p u t t i n g  a  h i g h e r  p r i o r i t y  o n  
t h e i r  s t u d e n t  l o a n  p a y m e n t .  He s t a t e d  t h a t  h e  i s  o p p o s e d  t o  t h e  
a m e n d m e n t .

C H A IR  BU i .DE  a s k e d  i f  t h e r e  w a s  a n y o n e  p r e s e n t  t o  s p e a k  i n  f a v o r  o f  
t h e  a m e n d m e n t .  H e  t h e n  i n d i c a t e d  t h a t  t h e  a m e n d m e n t  c am e  f r o m  t h e  
A C P E .

MR. M CCORM ICK  s a i d  h e  o f f e r e d  a  f r i e n d l y  a m e n d m e n t  t o  am e n d  S e c t i o n  
9, w h i c h  w o u l d  a u t h o r i z e  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t o  
w i t h h o l d  w a r r a n t s  f r o m  c o n t r a c t o r s .  He  w a s  u n s u r e  i f  t h e  am e n dm e n t  
w o u l d  a c c o m p l i s h  t h a t .  He  i n d i c a t e d  t h a t  p a g e  6, l i n e  30, was 
u n d e r  S e c t i o n  10 .
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C H A IR  BUNDE a s k e d  L y n n e  S m i t h  w h e r e  t h e  a m e n d m e n t  o r i g i n a t e d  f r o m .  
LYNNE S M I T H ,  C o m m i t t e e  A i d ,  H o u s e  HESS C o m m i t t e e ,  e x p l a i n e d  t h a t  
t h e  a m e n d m e n t  c a m e  f r o m  D i a n n e  B e h r e n d s  f r o m  t h e  A CP E .

C H A I R  BUNDE s t a t e d  t h a t  h e  w i t h d r e w  h i s  m o t i o n  t o  a d o p t  t h e  
a m e n d m e n t .  H e  s a i d  i f  t h e  a m e n d m e n t  i s  n e e d e d ,  i t  c o u l d  b e  
a d d r e s s e d  i n  a  f u t u r e  c o m m i t t e e .  He  t h e n  a s k e d  f o r  f u r t h e r  
q u e s t i o n s  o r  t e s t i m o n y .
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P A IG E  ADAMS, V i c e - P r e s i d e n t ,  U n i v e r s i t y  o f  A l a s k a  S o u t h e a s t  S t u c . e n t  
C o u n c i l ,  S i t k a ,  t e s t i f i e d  i n  J u n e a u  i n  s u p p o r t  o f  HB 506. She  
s t a t e d  t h a t  s h e  d i d  n o t  t h i n k  t h e  r o l e  o f  t h e  ACPE  t o  b e  o n e  o f  a 
f i n a n c i a l  a d v i s o r  t o  s t u d e n t s .  S h e  f e l t  t h a t  s t u d e n t s  a r e  o l d  
e n o u g h  t o  f i g u r e  t h a t  o u t  f o r  t h e m s e l v e s .  S h e  a s s e r t e d  t h a t  i f  t h e  
i n t e r e s t  r a t e  w a s  t o  r e m a i n  a t  8%, t h e  a v a i l a b i l i t y  o f  l o a n s  w o u l d  
d e c r e a s e  f o r  f u t u r e  s t u d e n t s .  S h e  s a i d ,  p e r s o n a l l y ,  s h e  d i d  n o t  
w a n t  t o  p a y  h i g h e r  i n t e r e s t  r a t e s ,  b u t  s h e  f e l t  t h a t  a n y  l o a n  i s  
b e t t e r  t h a n  n o  l o a n .

N u m b e r  780

R E P .  B R I C E ,  a s  t h e  o n l y  l e g i s l a t o r  o n  t h e  c o m m i t t e e  w i t h  a n  
o u t s t a n d i n g  l o a n ,  r e l a t e d  h ow  t h e  i n t e r e s t  r a t e s  j u s t  c o n t i n u e  t o  
s t a c k  u p .  H e  s a i d  h e  h o p e d  M s .  Adams  w i l l  h a v e  a  j o b  a  y e a r  a f t e r  
s h e  g r a d u a t e s  t o  m a k e  l o a n  p a y m e n t s .

M S .  ADAMS s a i d  t h a t  h e r  p e r m a n e n t  f u n d  d i v i d e n d  i s  p a y i n g  f o r  h e r  
s c h o o l i n g .  S h e  s a i d  a f t e r  f o u r  h o u r s  o f  d e b a t e ,  t h e  c o u n c i l  
d e c i d e d  t h a t  g o i n g  w i t h  a  v a r i a b l e  r a t e  w o u l d  e n s u r e  t h e  p r o g r a m ' s



w h e r e b y  i f  t h e  DOA r e c e i v e s  a  c o u r t  o r d e r  t h a t  r e q u e s t s  p a y m e n t s  b e  
h e l d  f r o m  a p a r t i c u l a r  e m p l o y e e  o r  v e n d o r  t h e  p a y m e n t s  a r e ,  i n d e e d ,  
w i t h h e l d .  He  s u g g e s t e d  t h a t  t h e  l a n g u a g e  i n  S e c t i o n  10 b e  p l a c e d  
i n  T i t l e  14 a n d  t h a t  t h e  ACPE d o  t h e  n e c e s s a r y  r e s e a r c h i n g  a n d  
d o c u m e n t a t i o n  b e f o r e  t h e  DOA p r o c e s s e s  t h e m  t h r o u g h  t h e i r  e x i s t i n g  
m e c h a n i s m .

MR. WAN IE  s t a t e d  t h a t  u n d e r  l a n g u a g e  a l r e a d y  i n  T i t l e  9, t h e  ACPE 
c a n  g e t  a  c o u r t  o r d e r  t o  d i r e c t  w i t h h o l d i n g  o f  p a y m e n t s  f r o m  a 
v e n d o r .  He r e i t e r a t e d  t h a t  t h e r e  i s  a l r e a d y  a  m e c h a n i s m  i n  p l a c e  
t h a t  w o u l d  a l l o w  t h e  ACPE t o  o b t a i n  a  c o u r t  o r d e r .
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R EP .  OLBERG a s k e d  M r .  W a n i e  t o  d e f i n e  t h e  t e r m  v e n d o r .

MR. WAN IE  r e f e r r e d  t o  t h e  l i s t  f r o m  t h e  S u g g e s t e d  A m e n d m e n t s  t o  HB 
506 t h a t  w a s  h a n d e d  o u t  a t  t h e  p r e v i o u s  m e e t i n g .  H e  s a i d  t h e  ACPE 
s u g g e s t e d  a m e n d i n g  S e c t i o n  9 s o  t h a t  o n l y  d i s b u r s e m e n t  o f  p a y m e n t s  
f o r  g o o d s  a n d  s e r v i c e s  p r o v i d e d  b y  a n  i n d i v i d u a l  c o n t r a c t o r  w o u l d  
b e  w i t h h e l d .  He  s a i d  t h e  DOA w o u l d  n o t  w a n t  t o  w i t h h o l d  w e l f a r e  
p a y m e n t s ,  l o n g e v i t y  b o n u s  p a y m e n t s ,  a n d  o t h e r  p a y m e n t s  t h a t  a r e  
g e n e r a t e d  b y  t h e  s t a t e  s y s t e m .  He  f e l t  t h a t  t h e  ACPE  w a s  f o c u s i n g  
o n  p a y m e n t s  f o r  g o o d s  a n d  s e r v i c e s  p r o v i d e d  t o  t h e  s t a t e .
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R EP .  OLBERG a s k e d  i f  a  p e r s o n  c o u l d  b e  f o u n d  u n d e r  a n  a s s u m e d  n am e .

MR. WAN IE  r e s p o n d e d  n o .  He s a i d  t h e  DOA c a n  i d e n t i f y  t h o s e  p e o p l e  
w ho  p r o v i d e  g o o d s  a n d  s e r v i c e s  t o  t h e  s t a t e  i f  t h e y  u s e  a  s o c i a l  
s e c u r i t y  n u m b e r  (SSN) r a t h e r  t h a n  a n  e m p l o y e r  i d e n t i f i c a t i o n  
n u m b e r .  I f  t h e y  u s e  a n  e m p l o y e r  i d e n t i f i c a t i o n  n u m b e r  a s  a  s o l e  
p r o p r i e t o r ,  o r  i f  t h e y  a r e  i n c o r p o r a t e d  a n d  u s e  a n  i d e n t i f i c a t i o n  
n u m b e r ,  t h e  DOA c a n n o t  f i n d  t h e m .  H e  s a i d  t h e  o n l y  m a t c h e s  t h a t  
c a n  b e  m a d e  a r e  w i t h  S SN s .
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C H A IR  BUNDE r e f e r r e d  t o  M r .  W a n i e ' s  s u g g e s t i o n s  r e g a r d i n g  S e c t i o n s  
9 a n d  10 a n d  a s k e d  M r .  M c C o r m i c k  i f  h e  f e l t  I t e m  2, a s  i n d i c a t e d  i n  
C o m m e n t s  o n  HB 506, w o u l d  b e  a  f e a s i b l e  o p t i o n  f o r  t h e  A CPE .

MR. M CCORM ICK  s a i d  i t  w o u l d  b e  d o a b l e  w i t h o u t  c o n s i d e r a b l e  
a d d i t i o n a l  e x p e n s e .  He s a i d  a  c o m p u t e r  t a p e  m a t c h  s y s t e m  c o u l d  b e  
d e v e l o p e d  t o  m a t c h  S SN s .  He  f u r t h e r  e x p l a i n e d  t h a t  t h e  p r e v i o u s l y  
w i t h d r a w n  a m e n d m e n t  t h a t  r e l a t e d  t o  p a g e  6, l i n e  30, w o u l d  
r e f e r e n c e  t h e  c o n t r a c t o r  n o t  t h e  b o r r o w e r .  H e  i n d i c a t e d  t h a t  h e  was 
m i s t a k e n  i n  h i s  e a r l i e r  o p p o s i t i o n  t o  t h a t  a m e n d m e n t  a n d  c l a r i f i e d  
t h a t  h e  n o w  s u p p o r t e d  i t .

N u m b er  360



REP .  V EZ EY  i n t e r j e c t e d  t h a t  c o n f l i c t  a r i s e s  w h e n  t h e  e m p l o y e e  g o e s  
b a c k  t o  w o r k  f o r  t h e  e m p l o y e r  a f t e r  f i v e  y e a r s  a n d  t h e  c o u r t  o r d e r
i s  s t i l l  i n  e f f e c t .  He s t a t e d  t h a t  s t a t e  a g e n c i e s  h a v e  " g o n e
a f t e r "  e m p l o y e r s  a n d  h a v e  m a d e  t h e m  l i a b l e ,  a f t e r  t h e  r e h i r e ,  f o r
a l l  p a y  p e r i o d s  t h a t  t h e y  d i d  n o t  g a r n i s h  w a g e s .

R EP .  B R I C E  s a i d ,  " w h e t h e r  o r  n o t  h e ' s  w o r k i n g  o r  n o t . "

R EP .  V EZ EY  s a i d  n o ,  a n d  f u r t h e r  s t a t e d  t h a t  t h e  e m p l o y e r  h a s  t o  
h o n o r  t h a t  c o u r t  o r d e r  n o  m a t t e r  h ow  o l d  i t  i s .  T h e y  h a v e  t o  k e e p  
a l l  t h e i r  p e r s o n n e l  r e c o r d s  a c t i v e  t o  a v o i d  p o s s i b l e  p e n a l t i e s .

C H A IR  BUNDE r e i t e r a t e d  t h e  s am e  s c e n a r i o  a n d  f u r t h e r  a d d e d  t h a t  t h e  
e m p l o y e r  i s  e x p e c t e d  t o  r e m e m b e r  t h a t  t h e  e m p l o y e e  h a d  h i s  w ag e s  
g a r n i s h e d  f i v e  y e a r s  p r e v i o u s l y .  He i n d i c a t e d  t h a t  R e p .  V e z e y ' s  
a m e n d m e n t  w o u l d  r e q u i r e  t h e  ACPE  t o  n o t i f y  t h e  e m p l o y e r .
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R EP .  B R I C E  a s k e d  i f  M r .  M c C o r m i c k  w o u l d  h a v e  a c c e s s  t o  t h e  
D e p a r t m e n t  o f  L a b o r .

C H A IR  BUNDE i n d i c a t e d  t h a t  M r .  M c C o r m i c k  h a s  a c c e s s  t o  s k i p  t r a c e r s  
t h a t  w o u l d  t r a c k  t h e  s t u d e n t  f o r  t h o s e  f i v e  y e a r s .

MR. M CCORM ICK  s a i d  t h e  a m e n d m e n t  w o u l d  s h i f t  t h e  r e s p o n s i b i l i t y  o f  
t r a c k i n g  t o  t h e  A C P E .  H e  s a i d  h e  d i d  n o t  o b j e c t  t o  t h e  a m e n d m e n t .

C H A IR  BUNDE a s k e d  i f  t h e r e  w e r e  a n y  o b j e c t i o n s  t o  t h e  a m e n dm e n t .  
H e a r i n g  n o n e ,  C h a i r  B u n d e  s t a t e d  t h a t  A m e n dm e n t  3 w a s  a d o p t e d .  He 
t h e n  i n d i c a t e d  t h a t  s e v e r a l  c o m m i t t e e  m em b e r s  h a d  a n o t h e r  m e e t i n g  
t o  a t t e n d  a n d  a s k e d  t h a t  a l l  i n t e r e s t e d  p a r t i e s  a t t e n d  t h e  m e e t i n g  
t h e  n e x t  d a y  t o  f i n i s h  d i s c u s s i n g  HB 506.

S e e i n g  n o  f u r t h e r  b u s i n e s s  b e f o r e  t h e  c o m m i t t e e ,  C HA IR  BUNDE 
ADJOURNED t h e  m e e t i n g  a t  4:25 p . m .

HB 506 - HOUSE HES  C o m m i t t e e  M i n u t e s  
M a r c h  8, 1994

TAPE 94-40, S I D E  A N u m b e r  000

C H A IR  BUNDE c a l l e d  t h e  m e e t i n g  t o  o r d e r  a t  3:08 p . m . ,  n o t e d  m embe r s  
p r e s e n t  a n d  a n n o u n c e d  t h e  c a l e n d a r .  He  t h e n  r e a d  p o r t i o n s  o f  a n  
a r t i c l e  f r o m  t h e  A n c h o r a g e  D a i l y  News  r e g a r d i n g  s t u d e n t s  a n d  
s t u d e n t  l o a n s . H e  i n d i c a t e d  t h a t  c o l l e c t i v e l y  s t u d e n t s  i n  t h e  
U n i t e d  S t a t e s  ow e  $41 .9  b i l l i o n  o n  s t u d e n t  l o a n s .  He  s a i d  i n  many 
s c h o o l s  70% o f  t h e  s t u d e n t  b o d y  c h o o s e  t o  b o r r o w ,  a n d  t h e  a v e r a g e  
d e b t  p e r  s t u d e n t  i s  $79 ,000 .  He  f u r t h e r  r e l a t e d  t h a t  i n  a  s u r v e y  
o f  551 r e c e n t  c o l l e g e  g r a d u a t e s ,  f o u r  o u t  o f  t e n  s t u d e n t s  s a i d  t h e y  
c o u l d  h a n d l e  t h e i r  p a y m e n t s ;  h o w e v e r ,  o n e  o u t  f o u r  s a i d  t h e i r  d e b t  
a f f e c t e d  t h e i r  d e c i s i o n  a s  t o  w h e n  o r  i f  t o  m a r r y .  O n e - t h i r d  
s t a t e d  t h a t  i t  a l s o  i n f l u e n c e d  t h e i r  d e c i s i o n  t o  s t a r t  a  f a m i l y ,



R EP .  V E Z EY  p r o p o s e d  a n  a m e n dm e n t  t h a t  w o u l d  i n c o r p o r a t e  t h e  b o d y  o f  
a  b i l l  h e  i n t r o d u c e d  (HB 488) w i t h  t h a t  o f  HB 506 a s  a m e n d e d .  He 
s a i d  i t  d e a l t  w i t h  t h e  same c h a p t e r s  o f  A l a s k a  s t a t u t e s .

C H A IR  BUNDE i n t e r j e c t e d  a n d  s a i d  h e  a s s u m e d  R e p .  V e z e y ' s  am e n dm en t  
w o u l d  l i m i t  s t u d e n t  l o a n s  t o  A l a s k a n  s c h o o l s  o n l y .

R E P .  V E Z E Y  s a i d  y e s .

C H A IR  BUNDE a s k e d  i f  h e  w e r e  i n t e r e s t e d  i n  p u r s u i n g  t h e  i s s u e .

R E P .  V E Z E Y  a s k e d  t h e  p l e a s u r e  o f  t h e  c o m m i t t e e  i n  r e g a r d s  t o  HB 
488.

R E P .  B R I C E  s a i d  h e  f e l t  t h a t  t h e  a m e n d m e n t  m i g h t  h o l d  m e r i t  i n  
c e r t a i n  c i r c u m s t a n c e s ,  b u t  i n d i c a t e d  t h a t  h e  w o u l d  f e e l  m u c h  m o r e  
c o m f o r t a b l e  w i t h  b a c k - u p  i n f o r m a t i o n  a n d  t h e  o p p o r t u n i t y  t o  d e b a t e  
t h a t  s p e c i f i c  b i l l  b e f o r e  t h e  a m e n d m e n t  w o u l d  b e  m a d e .  He s a i d  h e  
o p p o s e d  t h e  a m e n d m e n t .

N u m b e r  262

C H A IR  BUNDE a s s e r t e d  t h a t  h e  w o u l d  r a t h e r  a d d r e s s  HB 488 s e p a r a t e l y  
t o  a l l o w  o p p o r t u n i t y  f o r  t e s t i m o n y  a n d  d i s c u s s i o n .

HB 5 0 6  -  HOUSB HBS C o m m i t t e e  M i n u t e s
M a r c h  8 ,  1 9 9 4

HB 506 - HOUSE HES C o m m i t t e e  M i n u t e s  
M a r c h  8, 1994

REP .  TOOHEY  s u g g e s t e d  t h a t  a  r o l l  c a l l  v o t e  b e  t a k e n .

C H A IR  BUNDE s t a t e d  t h a t  b e f o r e  t h e  am e n d m e n t  c o u l d  b e  a d d r e s s e d  i t  
w o u l d  h a v e  t o  b e  s e e n  a n d  t e s t i f i e d  u p o n .  He  s a i d  t h e  c o m m i t t e e  
w o u l d  n o t  v o t e  o n  s o m e t h i n g  t h a t  h a s  n o t  b e e n  d i s c u s s e d .  He 
r e i t e r a t e d  t h a t  h e  w a n t e d  t o  h a n d l e  i t  a s  a  s e p a r a t e  i s s u e .

R E P .  V E Z EY  c o n c u r r e d .  C H A IR  BUNDE a s k e d  f o r  f u r t h e r  d i s c u s s i o n  o n  
HB 506.

R E P .  B R I C E  s u g g e s t e d  t h a t  p e r h a p s  some  d i s c u s s i o n  s h o u l d  b e  m ad e  i n  
t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  i n  r e g a r d s  t o  c a p p i n g  t h e  i n t e r e s t  
r a t e  a t  15% o r  16%. He  r e f e r r e d  t o  t h e  a r t i c l e  t h a t  i n d i c a t e d  t h a t  
e m p l o y e r s  a r e  l o o k i n g  f o r  h i g h l y  s k i l l e d  a n d  t e c h n i c a l l y  t r a i n e d  
c o l l e g e  g r a d u a t e s .  He s a i d  t h a t  a  f r e e  f l o a t i n g  p e r c e n t a g e  r a t e  
c o u l d  l e a v e  s t u d e n t s  i n  v e r y  d i f f i c u l t  s i t u a t i o n s  a n d  t h a t  t h e  l o a n  
p r o g r a m  w o u l d  n o t  b e  m a k i n g  a n y  l o a n s .

C H A IR  BUNDE a s k e d  t h e  p l e a s u r e  o f  t h e  c o m m i t t e e .

REP. VEZEY m a d e  a  m o t i o n  t o  p a s s  HB 5 06  a s  a m e n d e d  o u t  o f  c o m m i t t e e



HB 506 -  STUDENT LOAN PROGRAM

R EP . CON BUNDE, C o - C h a i r  o f  t h e  H o u s e  HESS C o m m i t t e e ,  
p r e s e n t e d  HB 5 0 6 . R e p . B u n d e  s t a t e d  t h a t  HB 506 w a s  
r e q u e s t e d  b y  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 is s io n  t o  a l l o w  
t h e  p r o g r a m  t o  r u n  i n  a  m o re  b u s i n e s s  l i k e  f a s h i o n .

R EP . BUNDE o u t l i n e d  t h e  im p o r t a n t  c h a n g e s  t o  t h e  p r o g r a m  a n d  
a s k e d  M r .  M c C o rm ic k  o f  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 is s io n  t o  e l a b o r a t e .

N u m b e r  080

JO E  M cCO RM IC K , E x e c u t i v e  D i r e c t o r ,  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 is s io n ,  D e p a r tm e n t  o f  E d u c a t i o n ,  t e s t i f i e d  i n  s u p p o r t  o f  
HB 5 0 6 . H e s t a t e d  t h a t  HB 506 w o u ld  a c c o m p l i s h  t h e  
f o l l o w i n g :

1 )  E n h a n c e m e n t  o f  r e p a y m e n t  t e r m s  b y  a l l o w i n g  f o r  a  v a r i a b l e  
i n t e r e s t  r a t e  a n d  p r o v i d i n g  a  c o n s o l i d a t i o n  p r o g r a m .

2) Im p r o v e d  a b i l i t y  t o  c o l l e c t  l o a n s .

3) W o u ld  a l l o w  f o r  g a r n i s h m e n t  o f  w a g e s  w h e n  l o a n  i s  i n  
d e f a u l t .

4) S i m p l i f y  t h e  l o a n  p r o c e s s .

5) P r e v e n t  f u t u r e  d e l i n q u e n c i e s  b y  d i s a l l o w i n g  p e o p le  t o  
r e a p p l y  f o r  a  s t u d e n t  l o a n  w i t h i n  f i v e  y e a r s  o f  b a n k r u p t c y  
o r  d e f a u l t .

N u m b e r  17 5

NANCY BEAR USERA , C o m m is s io n e r ,  D e p a r tm e n t  o f  
A d m i n i s t r a t i o n ,  t e s t i f i e d  i n  o p p o s i t i o n  t o  c e r t a i n  
p r o v i s i o n s  o f  HB 5 0 6 . M s . U s e r a  s t a t e d  t h e r e  a r e  t h r e e  
a r e a s  o f  t h e  b i l l  t h a t  t h e  d e p a r tm e n t  o b j e c t s  t o :

1 )  HB 506  g i v e s  p r i o r i t y  t o  g a r n i s h m e n t  o f  w a g e s  f o r  
r e p a y m e n t  o f  s t u d e n t  l o a n s  o v e r  a n d  a b o v e  a l l  o t h e r  
g a r n i s h m e n t s  o r  a t t a c h m e n t s  w i t h  t h e  e x c e p t i o n  o f  c h i l d  
s u p p o r t .

M S . USERA  s t a t e d  t h a t  b e t t e r  t o o l s  n e e d  t o  b e  g i v e n  t o  t h e  
c o m m is s io n  t o  m a ke  b e t t e r  l o a n s ,  b u t  t o  s u p e r c e d e  p r i v a t e  
s e c t o r  o b l i g a t i o n s  i s  n o t  t h e  w a y  t o  h a n d l e  i t .

2) Ti.*» D e p a r tm e n t  o f  A d m i n i s t r a t i o n  a l s o  o b j e c t s  t o  t h e  
p r o v i s i o n  i n  HB 506 t h a t  w o u ld  h o l d  u p  v e n d o r  p a y m e n t s  t o  
c o n t r a c t o r s  w h o  h a v e  o t h e r w i s e  c o m p le t e d  t h e  t e r m s  o f  a  
c o n t r a c t  b u t  h a v e  a  s t u d e n t  l o a n  d e l i n q u e n c y .

M S . USERA n o t e d  t h a t  t h e  c o m m is s io n  a l r e a d y  h a s  t h e  a b i l i t y  
t o  g a r n i s h  w a g e s ;  t h i s  b i l l  w o u ld  p l a c e  t h e  s t u d e n t  l o a n  
p r o g r a m  s e c o n d  b e h in d  c h i l d  s u p p o r t  p a y m e n t s .

Number 275



M S . U SERA  o f f e r e d  a n  a m e n d m e n t t h a t  w o u ld  i n  e f f e c t  r e m o v e  
t h e  p r i o r i t y  o f  t h e  s t u d e n t  l o a n s  p r o g r a m s  f o r  g a r n i s h m e n t  
s e c o n d  t o  c h i l d  s u p p o r t  o b l i g a t i o n s .  S e c o n d l y ,  i t  w o u ld  
r e m o v e  t h e  r e q u i r e m e n t s  t h a t  t h e  d e p a r tm e n t  w o u ld  w i t h h o l d  
v e n d o r  p a y m e n t s .

N u m b e r  2 95

R E P . MULDER  s t a t e d  t h a t  h e  w a s  o p p o s e d  t o  t h e  a m e n d m e n t 
b e c a u s e  i t  i s  b a d  p u b l i c  p o l i c y  t o  t u r n  a  b l i n d  e y e  t o  
s o m e o n e  w h o  i s  d e l i n q u e n t  o n  t h e i r  s t u d e n t  l o a n  a n d  t h e n  
a w a r d  a n d  p a y  th e m  t h r o u g h  a  s t a t e  c o n t r a c t .

N u m b e r  3 1 0

R E P . PORTER a g r e e d  w i t h  R e p .  M u l d e r ,  b u t  s t a t e d  h e  d o e s  
s u p p o r t  t h e  p r o v i s i o n  i n  t h e  b i l l  t h a t  w o u ld  g i v e  t h e  
s t u d e n t  l o a n  c o r p o r a t i o n  p r i o r i t y  o v e r  a n d  a b o v e  a l l  o t h e r  
g a r n i s h m e n t s  e x c e p t  c h i l d  s u p p o r t .

N u m b e r  3 1 5

CO M M IS S IO N ER  USERA n o t e d  t h a t  t h e r e  w o u ld  b e  a  s i g n i f i c a n t  
f i s c a l  im p a c t  o n  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  i f  HB 506 
p a s s e s  a s  i s .

N u m b e r  330

R E P . C IT T O N  a s k e d  w h a t  s o r t  o f  im p a c t  HB 506 w o u l d  h a v e  o n  
t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n .

N u m b e r  3 35

M R . M cCO RM ICK  i n t e r j e c t e d  t h a t  t h e  c o m m is s io n  h a s  
a p p r o x im a t e l y  1 2 5 ,0 0 0  l o a n  a c c o u n t s  o u t ,  a n d  o n l y  a  s m a l l  
p e r c e n t a g e  d o  c o n t r a c t u a l  w o r k  f o r  t h e  s t a t e  o f  A l a s k a .  O f 
t h o s e ,  o n l y  a  f r a c t i o n  m a y  b e  i n  d e f a u l t .

N u m b e r  3 42

C O M M IS S IO N ER  USERA r e p l i e d  t h a t  t h e  d e p a r tm e n t  w o u l d  h a v e  t o  
s c a n  1 2 5 ,0 0 0  f i l e s  p r i o r  t o  m a k in g  a  d i s b u r s e m e n t  t o  a  
v e n d o r .

N u m b e r  3 75

R E P . S IT T O N  a s k e d  w h a t  t h e  a v e r a g e  n u m b e r  o f  v e n d o r s  w a s  i n  
a  t y p i c a l  m o n t h .

N u m b e r  3 85

C O M M IS S IO N ER  USERA r e s p o n d e d  t h e r e  a r e  5 2 ,0 0 0  v e n d o r s  t h a t  
t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  p r o c e s s ' s  c h e c k s  f o r .

N u m b e r  3 95

R E P . MULDER  d i s c u s s e d  t h e  w a y s  i n  w h i c h  t h e  D e p a r tm e n t  o f  
A d m i n i s t r a t i o n  c o u l d  m e ld  1 5 0 ,0 0 0  s t u d e n t  l o a n  a p p l i c a n t s  
w i t h  5 2 ,0 0 0  v e n d o r s .
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M R . M cCORM ICK  r e s p o n d e d  t h a t  h e  d i d n ' t  b e l i e v e  t h e  i s s u e  t o  
b e  a n  a d m i n i s t r a t i v e  o n e ,  b u t  m o re  o f  a  p u b l i  i l i c y  
q u e s t i o n  o f  w h e t h e r  o r  n o t  t o  7a y  v e n d o r s  i f  t h e y  a r e  b e h in d  
i n  t h e i r  s t u d e n t  l o a n  p a y m e n t s .

M R . M cCORM ICK  s t a t e d  h e  f e l t  i t  w a s  im p o r t a n t  t o  s e n d  a  
m e s s a g e  t o  a p p l i c a n t s  t h a t  t h e  s t a t e  o f  A la s k a  s i n c e r e l y  
e x p e c t s  th e m  t o  r e p a y  t h e  l o a n s  t h e y  h a v e  w i t h  t h e  s i1: a t e .

N u m b e r  435

R E P . PORTER s t a t e d  t h e  t e c h n o l o g y  i s  s u c h  t h a t  r u n n i n g  t h e  
d e l i n q u e n c y  l i s t  a g a i n s t  t h e  v e n d o r  l i s t  o n c e  a  m o n th  
w o u l d n ' t  i n v o l v e  m u c h .

C O M M IS S IO N ER  USERA s t a t e d  t h a t  t h e r e  w o u ld  b e  a  h e f t y  
a d m i n i s t r a t i v e  c o s t  t o  a c c o m p l i s h  t h i s  f u n c t i o n  a n d  i t  i s  
n o t  a s  s im p l e  a s  i t  s o u n d s .

R E P . W IL L IA M S  a s k e d  h o w  t h e  s t u d e n t  l o a n  p r o g r a m  i s  f u n d e d .

CO M M IS S IO N ER  USERA r e p l i e d  t h a t  t h e  l o a n s  a r e  f u n d e d  t h r o u g h  
b o n d s .

N u m b e r  460

C H A IR M AN  HUDSON c l a r i f i e d  f o r  t h e  c o m m i t t e e  w h a t  h e  t h o u g h t  
t h e  i s s u e s  w e r e  i n  t h i s  d e b a t e .

N u m b e r  480

C O M M IS S IO N ER  USERA r e i t e r a t e d  t h a t  a d d in g  t h e  f u n c t i o n  o f  
s c a n n i n g  t h e  s t u d e n t  l o a n  r o l l s  t o  m a t c h  d e l i n q u e n t  
a p p l i c a n t s  t o  v e n d o r  p a y m e n ts  a d d s  a  t r e m e n d o u s  b u r d e n  t o  
t h e  D i v i s i o n  o f  F i n a n c e .  S h e  a d d e d  t h a t  i f  t h e r e  w a s  s om e  
R SA  f u n d s  s u g g e s t e d  t o  c o v e r  t h i s  a d d e d  b u r d e n  s h e  w o u ld  
c e r t a i n l y  r e c o n s i d e r .

N u m b e r  490

M R . M cCORM ICK  r e s p o n d e d  b y  s a y i n g  t h a t  h e  w o u l d  e n t e r t a i n  a  
r e a s o n a b l e  c h a r g e  b a c k  t y p e  o f  a r r a n g e m e n t .

N u m b e r  5 10

R E P . GREEN a s k e d  i f  t h e r e  w a s  a  h i g h e r  d e l i n q u e n c y  r a t e  f o r  
t h o s e  s t u d e n t s  w h o  a t t e n d e d  s c h o o l  o u t s i d e  t h e  s t a t e  a n d  m a y  
h a v e  s t a y e d  o u t s i d e .  A l s o ,  c a n  y o u  g a r n i s h  o u t s i d e  t h e  
s t a t e ?

N u m b e r  525

M R . M cCORM ICK  r e s p o n d e d  t h a t  w e  c a n  g a r n i s h  o u t s i d e  t h e  
s t a t e ,  b u t  y o u  h a v e  t o  l o o k  a t  t h e  c o s t s  i n v o l v e d  t o  s e e  
w h e t h e r  o r  n o t  i t s  w o r t h  i t .
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P A IG E  ADAMS , C o a l i t i o n  o f  S t u d e n t  L e a d e r s ,  t e s t i f i e d  v i a  
t e l e c o n f e r e n c e  i n  s u p p o r t  o f  HB 5 0 6 .

N u m b e r  549

T R A C I COHEN , S t u d e n t  N e tw o r k ,  K e n a i  P e n i n s u l a  C o l l e g e ,  
t e s t i f i e d  v i a  t e l e c o n f e r e n c e  i n  s u p p o r t  o f  HB 5 0 6 . M s . 
C o h e n  f e l t  i t  w a s  im p o r t a n t  t h a t  t h e  m e s s a g e  g e t  o u t  t o  
p e o p l e  t h a t  i f  y o u  d o  n o t  p a y  y o u r  s t u d e n t  l o a n  y o u r  w a g e s  
w i l l  b e  g a r n i s h e d .

N u m b e r  573

HELEN  P H IN N EY  t e s t i f i e d  v i a  o f f n e t  i n  s u p p o r t  o f  HB 5 0 6 .
S h e  s t a t e d  s h e  c o u l d  n o t  o v e r s t a t e  t h e  im p o r t a n c e  o f  t h e  
s t u d  a n t  l o a n  p r o g r a m  a n d  t h e  im p o r t a n c e  o f  u s i n g  a l l  t h e  
a v a i l a b l e  r e s o u r c e s  t o  m a k e  s u r e  t h e s e  l o a n s  a r e  p a i d  b a c k .

N u m b e r  588

B R IA N  BREBAKER , U n i v e r s i t y  o f  F a i r b a n k s ,  C o a l i t i o n  o f  
S t u d e n t  L e a d e r s ,  s t a t e d  h i s  s u p p o r t  o f  HB 506 v i a  o f f n e t .
H e  a d d e d  t h a t  t h e  c o a l i t i o n  w o u l d  l i k e  t o  s e e  a  c a p  o n  t h e  
i n t e r e s t  r a t e  f o r  t h e  l o a n s .

T A P E  9 4 - 2 7 ,  S ID E  B 
N u m b e r  0 0 1

N IC K O  BRANCHEK s t a t e d  h e  i s  a  r e c i p i e n t  o f  a  s t u d e n t  l o a n  
a n d  s u p p o r t s  HB 5 0 6 . H e a d d e d  t h a t  h a  i s  s u p p o r t i v e  o f  t h e  
i d e a  o f  a  c a p  o n  t h e  i n t e r e s t  r a t e s  o n  s t u d e n t  l o a n s .

N u m b e r  020

B IN G  SANTAMOUR t e s t i f i e d  v i a  t e l e c o n f e r e n c e  i n  s u p p o r t  o f  HB 
5 0 6 . M s .  S a n t a m o u r  s t a t e d  s h e  a l s o  s u p p o r t s  t h e  c a p  o n  
i n t e r e s t  r a t e s .

N u m b e r  082

S TEV E  L E V IN S O N , A l a s k a  S t a t e  C h a m b e r  a n d  B e t h e l  C h a m b e r  o f  
C o m m e rc e , t e s t i f i e d  v i a  t e l e c o n f e r e n c e  i n  s u p p o r t  o f  HB 5 0 6 . 
B o t h  c h a m b e r s  h a v e  a d o p t e d  r e s o l u t i o n s  i n  s u p p o r t  o f  r e f o r m  
o f  t h e  p r o g r a m .  T h e  S t a t e  C h a m b e r  o p p o s e s  a  c a p  o n  i n t e r e s t  
r a t e s  b e c a u s e  t h e  c o s t s  o f  t h e  b o n d s  c o u l d  g o  w e l l  b e y o n d  
t h e  c a p  a n d  m a k e  t h e  p r o g r a m  n o t  c o s t  e f f i c i e n t .

N u m b e r  1 1 5

T R A C I COHEN a d d e d  t o  h e r  p r e v i o u s  t e s t i m o n y  b y  s a y i n g  t h a t  
s h e  p e r c e i v e s  t h e  p e r m a n e n t  f u n d  t o  b e  a  p r i v i l e g e  a n d  t h e  
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N u m b e r  16 0
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C H A IR M AN  HUDSON s t a t e d  t h a t  h e  w a s  s y m p a t h e t i c  t o  t h e  i d e a  
o f  a  p e r s o n  l o s i n g  t h e i r  p e r m a n e n t  f u n d  d i v i d e n d  i t  t h e y  
w e r e  d e l i n q u e n t  i n  t h e i r  s t u d e n t  l o a n .  H e a d d e d  t h a t  h e  
f e l t  t h a t  g i v i n g  p r i o r i t y  o f  t h e  s t u d e n t  l o a n  p r o g r a m  o v e r  
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Number 049
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d e f a u l t i n g  o n  a  s t u d e n t  J o a n ,  i n c l u d i n g  d e n i a l  o f  a  
s t a t e  o c c u p a t i o n a l  l i c e n s e  o r  d i s b u r s e m e n t  o f  s t a t e  
m o n e y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . *

R E P R E S EN TA T IV E  CON BUNDE s p o k e  i n  s u p p o r t  o f  HB 5 0 6 . He 
e m p h a s iz e d  t h a t  t h e  l e g i s l a t i o n  w i l l  m a k e  t h e  s t u d e n t  l o a n  
p r o g r a m  m o re  v i a b l e  f r o m  a  b u s i n e s s  s t a n d  p o i n t .  H e o b s e r v e  
t h a t  p r o f e s s i o n a l  a n d  o c c u p a t i o n a l  l i c e n s e s  w o u ld  n o t  b e  
r e n e w e d  f o r  p e o p l e  t h a t  a r 9  i n  d e f a u l t  o n  t h e i r  s t u d e n t  
l o a n s .  T h e  i n t e r e s t  r a t e  w o u ld  b e  v a r i a b l e .  I f  a n  
i n d i v i d u a l ' s  l o a n  h a s  b e e n  w r i t t e n  o f f  d u e  t o  m e d i c a l  o r  
o t h e r  r e a s o n s ,  t h e y  w o u ld  b e  i n e l i g i b l e  f o r  a  p e r i o d  o f  f i v e  
y e a r s . H e m a i n t a i n e d  t h a t  F a m i l y  e d u c a t i o n  l o a n s  w o u ld  b e  
m o r e  r e a d i l y  a v a i l a b l e .  He o b s e r v e d  t h a t  t h e  l e g i s l a t i o n  
c o n t a i n s  a  p r o v i s i o n  t o  h o l d  s t a t e  w a r r a n t s  t o  i n d i v i d u a l s  
i n  d e f a u l t  o f  t h e i r  s t u d e n t  l o a n  a n d  d o i n g  b u s i n e s s  w i t h  t h e  
s t a t e ,  u n t i l  t h e i r  l o a n  i s  r e s o l v e d .

R e p r e s e n t a t i v e  B u n d e  p r o v i d e d  m e m b e rs  w i t h  a  p r o p o s e d  
c o m m i t t e e  s u b s t i t u t e ,  w o r k  d r a f t  8 - L S 1 7 5 2 \ D , d a t e d  3/25/94  
( c o p y  o n  f i l e )  . H e e x p l a i n e d  t h a t  t h e  p r o p o s e d  c o m m i t t e e  
s u b s t i t u t e  a d d r e s s e s  t h e  WAMI p r o g r a m  m e d i c a l  s c h o o l  
a r r a n g e m e n t  w i t h  t h e  s t a t e  o f  W a s h in g t o n .  H e  o b s e r v e d  t h a t  
t h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  w o u ld  c h a n g e  t h e  p r o g r a m  
f r o m  a  d i r e c t  g r a n t  t o  a  l o a n  w i t h  a  f o r g i v e n e s s  o f  o n e  
f i f t h  o f  t h e  l o a n  f o r  e a c h  y e a r  t h e  i n d i v i d u a l  p r a c t i c e s  
m e d i c i n e  i n  t h e  s t a t e  o f  A l a s k a .

D IA N E  BARRANS , D IR E C TO R , STUDENT F IN A N C IA L  A ID  PROGRAM, 
DEPARTMENT OF EDUCAT IO N  s t r e s s e d  t h a t  t h e  l e g i s l a t i o n  w i l l  
s e n d  a  m e s s a g e  t o  b o r r o w e r s  a n d  b o n d h o l d e r s  t h a t  t h e  
C o m m is s io n  c o n s i d e r s  t h e  s t u d e n t  l o a n  d e b t  t o  b e  a  s e r i o u s  
o b l i g a t i o n .  S h e  a s s e r t e d  t h a t  t h e  A l a s k a  S t u d e n t  L o a n  
P r o g r a m  s h o u l d  b e  m a d e  a s  c o n s u m e r  f r i e n d l y  a s  p o s s i b l e .

M s .  B a r r a n s  d i d  n o t  t h i n k  t h e  C o m m is s io n  w o u l d  o p p o s e  t h e  
p r o p o s e d  c o m m i t t e e  s u b s t i t u t e .

E R IC  FORRER , MEMBER, POSTSECONDARY EDUCAT IO N  COM M ISS IO N  
s p o k e  i n  s u p p o r t  o f  t h e  l e g i s l a t i o n .  H e n o t e d  t h a t  t h e  
s t a t e  o f  A l a s k a  h a s  i n v e s t e d  a p p r o x im a t e l y  $ 5 0 0 .0  m i l l i o n  
d o l l a r s  i n  t h e  S t u d e n t  L o a n  P r o g r a m .  H e a s s e r t e d  t h a t  t h e  
P r o g r a m  m u s t  b e  3e l f  p e r p e t u a t i n g .  He s p o k e  i n  s u p p o r t  o f  
r i g o r o u s  m a n a g e m e n t .

R e p r e s e n t a t i v e  G r u s s e n d o r f  d i s c u s s e d  l o a n  r e p a y m e n t .  M r .
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F o r r e r  o b s e r v e d  t h a t  r e p a y m e n t s  g o  i n t o  t h e  G e n e r a l  F u n d .  
T h e  C o m m is s io n  n e e d s  l e g i s l a t i v e  a u t h o r i t y  t o  s p e n d  
r e c e i p t s .

R e p r e s e n t a t i v e  M a r t i n  e x p r e s s e d  c o n c e r n  t h a t  i n d i v i d u a l s  
w o u l d  b e  d e p r i v e d  o f  t h e  a b i l i t y  t o  r e p a y  t h e i r  l o a n  i f



M r .  F o r r e r  n o t e d  t h a t  i n d i v i d u a l s  i n  d e f a u l t  c a n  n e g o t i a t e  
w i t h  t h e  C o m m is s io n  t o  b e  i n  g o o d  s t a n d i n g .  T h e  l o a n  d o e s  
n o t  h a v e  t o  b e  r e p a i d  i n  i t ' s  e n t i r e t y  f o r  t h e  i n d i v i d u a l  t o  
b e  i n  g o o d  s t a n d i n g .  He r e i t e r a t e d  t h a t  t h e  f u n d  m u s t  b e  
m a n a g e d  r i g o r o u s l y  t o  e n s u r e  t h a t  i t  c o n t i n u e s .

R e p r e s e n t a t i v e  P a r n e l l  e x p r e s s e d  c o n c e r n  w i t h  la n g u a g e  
s p e c i f y i n g  d e f a u l t .  H e a s k e d  h o w  t h e  C o m m is s io n  w o u ld
a d m i n i s t e r  d e f a u l t s .

R e p r e s e n t a t i v e  B r o w n  a s k e d  t h e  l o n g  t e r m  f i s c a l  s o u n d n e s s  o f  
t h e  F u n d .  S h e  n o t e d  t h a t  i n  FY 9 3 , $ 7 .6  m i l l i o n  d o l l a r s  
w e r e  f o r g i v e n  a n d  $ 8 . 4  m i l l i o n  d o l l a r s  w e r e  l o s t  t h r o u g h  
w r i t t e n  o f f  l o a n s .  S h e  a s k e d  i f  l o a n  r e p a y m e n t s  a r e
r e t u r n i n g  t o  t h e  p r o g r a m .

M s .  B a r r a n s  n o t e d  t h a t  r e p a y m e n t s  a r e  r e t u r n e d  t o  t h e  
R e v o l v i n g  L o a n  F u n d .  L e g i s l a t i v e  a u t h o r i t y  i s  n e e d e d  f o r  
e x p e n d i t u r e  o f  o p e r a t i o n a l  c o s t s .  N ew  l o a n s  a r e  m a d e  f r o m  
r e p a y m e n t s  a n d  s a l e s  o f  b o n d .

R e p r e s e n t a t i v e  B ro w n  e x p r e s s e d  c o n c e r n  w i t h  s e c t i o n  2 w h i c h  
c h a n g e s  t h e  w a y  i n t e r e s t  i s  c a l c u l a t e d .

( T a p e  C h a n g e ,  HFC 9 4 - 1 1 3 ,  S id e  2)

I n  r e s p o n s e  t o  a  q u e s t i o n s  b y  R e p r e s e n t a t i v e  B ro w n ,  M s . 
B a r r a n s  s t r e s s e d  t h a t  o v e r s i g h t  w i l l  c om e  f r o m  t h e  B o a r d  a n d  
t h e  - m m is s i o n  a n d  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  
C o m m i t t e e  t o  a s s u r e  t h a t  t h e  a d m i n i s t r a t i v e  c o s t  i s  
e f f i c i e n t .  T h e  a m o u n t  f o r g i v e n  e a c h  y e a r  i s  t h e  a m o u n t  o f  
s t a t u t o r y  o b l i g a t i o n  o n  l o a n s  m a d e  p r i o r  t o  1 9 8 7 . W r i t e  
o f f s  a r e  t h e  s um  t o t a l  o f  d e a t h  a n d  d i s a b i l i t y ,  b a n k r u p t c y  
a n d  m a j o r  m e d i c a l . S h e  o b s e r v e d  t h a t  l o a n  f o r g i v e n e s s  h a s  
p e a k e d .  W r i t e  o f f s  w i l l  r e m a in  c o n s t a n t .  S h e  e x p l a i n e d  
t h a t  a  1 p e r c e n t  g u a r a n t e e  f e e  w i l l  b e  a d d e d  t o  s t u d e n t s '  
l o a n s  t o  c o v e r  w r i t e  o f f  c o s t s .  T h e  f e e  i s  a  o n e  t im e  f e e ,  
a d d e d  a t  t h e  t im e  o f  o r i g i n a t i o n .

R e p r e s e n t a t i v e  T h e r r i a u l t  n o t e d  t h a t  r e s p o n s e  t im e  f r o m  t h e  
C o m m is s io n  t o  s t u d e n t ' s  i n q u i r e s  c a n  b e  l e n g t h y .  A  s t u d e n t  
m a y  b e  i n  d e f a u l t  b e f o r e  t h e y  c a n  r e s o l v e  d i s p u t e s  w i t h  t h e  
C o m m is s io n  i n  r e g a r d s  t o  p a y m e n t s  o r  o t h e r  m a t t e r s .

t h e i r  l i c e n s e  ren ew a l  i s  d e n ie d .
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C o - C h a i r  M a c L e a n  a s k e d  i f  s e c t i o n  10  w h i c h  a l l o w s  t h e  s t a t e  
t o  w i t h h o l d  p a y m e n t s  o n  w a r r a n t s  w o u l d  w i t h s t a n d  l i t i g a t i o n .

NANCY B EAR -U SER A , COM M IS S IO N ER , DEPARTMENT OF A D M IN IS T R A T IO N

s p o k e  i n  s u p p o r t  o f  a g g r e s s i v e  m a n a g e m e n t .  S h e  n o t e d  t h a t  
r e p a y m e n t s  o n  t h e  l o a n  g o  t o  p a y  o f f  t h e  b o n d s  i s s u e d  f o r  
n e w  l o a n s .  S h e  e x p r e s s e d  c o n c e r n  w i t h  t h e  r e l a t i v e  a u to n o m y

«



C o m m is s io n e r  U s e r a  n o t e d  t h a t  t h e  D e p a r tm e n t  i s  c o n c e r n e d  
w i t h  t h e  p r o v i s i o n  t o  w i t h h o l d  p a y m e n ts  o n  w a r r a n t s .  S h e  
s u g g e s t e d  i t  w o u ld  b e  d i f f i c u l t  t o  a d m i n i s t e r .  S h e  
a n t i c i p a t e d  t h a t  t h e  s t a t e  w o u ld  b e  a s s e s s e d  p e n a l t i e s  o n  
p a y m e n t s  w i t h h e l d .  S h e  n o t e d  t h a t  t h e  a u t h o r i t y  t o  a t t a c h  
p a y m e n t s  a l r e a d y  e x i s t s .  S h e  o b s e r v e d  t h a t  t h e  c o s t  o f  o n e  
l a w s u i t  r e g a r d i n g  w i t h h e l d  v e n d e r  p a y m e n ts  c o u l d  c a n c e l  o u t  
r e c e i p t s  f r o m  c o l l e c t e d  p a y m e n t s .

R e p r e s e n t a t i v e  B ro w n  q u e s t i o n e d  i f  t h e  D e p a r tm e n t  o f  
A d m i n i s t r a t i o n  w o u ld  b e  a u t h o r i z e d  u n d e r  f e d e r a l  l a w  t o  u s e  
s o c i a l  s e c u r i t y  n u m b e r s  i n  o r d e r  t o  t r a c k  l i c e n s e e s  i n  
d e f a u l t .

I n  r e s p o n s e  t o  a  q u e s t i o n  b y  R e p r e s e n t a t i v e  M a r t i n ,  M s . 
B a r r a n s  s t a t e d  t h a t  t h e  C o m m is s io n  w i l l  g i v e  b o r r o w e r s  
p l e n t y  o f  w a r n i n g  t h a t  t h e  p r o v i s i o n s  t o  d e n y  r e n e w a l s  m a y  
a f f e c t  t h e m .

I n  r e s p o n s e  t o  a  q u e s t i o n  b y  R e p r e s e n t a t i v e  P a r n e l l ,  M s . 
B a r r a n s  e x p l a i n e d  t h a t  t h e  i n d i v i d u a l ' s  h i s t o r y  w i t h  t h e  
l o a n  p r o g r a m  w o u l d  d e t e r m i n e  w h e n  t h e i r  l i c e n s e  r e n e w a l  
w o u l d  b e  a p p r o v e d .

I n  r e s p o n s e  t o  a  q u e s t i o n  b y  R e p r e s e n t a t i v e  M a r t i n ,  M s . 
B a r r a n s  n o t e d  t h a t  $ 8 .0  m i l l i o n  d o l l a r s  w e r e  g a r n i s h e d  
t h r o u g h  p e r m a n e n t  f u n d  d i v i d e n d  c h e c k s .  S h e  s t r e s s e d  t h a t  
t h e r e  i s  a  a p p r o x im a t e l y  $ 5 0 0 .0  m i l l i o n  d o l l a r s  i n  s t u d e n t  
d e b t  o w e d  t h e  s t a t e  o f  A la s k a .  S h e  e m p h a s iz e d  t h a t  t h e  
p o r t i o n  w r i t t e n  o f f  i s  a  s m a l l  p o r t i o n  o f  t h e  d e b t .

C o m m is s io n e r  U s e r a  n o t e d  t h a t  t h e  D e p a r tm e n t  o f  
A d m i n i s t r a t i o n ' s  f i s c a l  n o t e  f o r  $ 5 7 .0  t h o u s a n d  d o l l a r s  
w o u l d  b e  z e r o  i f  s e c t i o n s  r e q u i r i n g  t h e  h o l d i n g  o f  v e n d e r  
w a r r a n t s  a r e  r e m o v e d .

M s .  B a r r a n s  d i s c u s s e d  t h e  r e v i s e d  f i s c a l  n o t e .

R e p r e s e n t a t i v e  B u n d e  r e q u e s t e d  t h a t  t h e  p r o p o s e d  c o m m i t t e e  
s u b s t i t u t e  b e  h e l d .  He e x p l a i n e d  t h a t  h e  w o u ld  l i k e  t o  h a v e  
t h e  W AM I p r o g r a m  a d d r e s s e d  i n  s e p a r a t e  l e g i s l a t i o n .
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o f  th e  Com m ission  and C o r p o r a t io n  Board.

R e p r e s e n t a t i v e  B ro w n  p r o v i d e d  m em b e rs  w i t h  AMENDMENT 1  ( c o p y  
o n  f i l e )  . S h e  e x p l a i n e d  t h a t  t h e  a m e n dm e n t w o u ld  d e l e t e  t h e  
f l o a t i n g  i n t e r e s t  r a t e .  S h e  s u g g e s t e d  t h a t  t h e  p r o v i s i o n  
w o u l d  a l l o w  a n  o p e n  e n d e d  c h a r g i n g  o f  a d m i n i s t r a t i v e  
e x p e n s e s  o f  t h e  C o m m is s io n .

R e p r e s e n t a t i v e  H a n le y  e c h o e d  R e p r e s e n t a t i v e  B r o w n 's  c o n c e r n .  
H e s u g g e s t e d  t h a t  a  p e r c e n t a g e  o f  a d m i n i s t r a t i v e  c o s t s  b e  
i n c l u d e d  t o  e q u a l  t h e  a m o u n t p a i d  o n  b o n d s  i s s u e d  p l u s  a  
m a x im um  o f  2 p e r c e n t .

Com m iss ione r  U s e r a  n o ted  th a t  f i n a n c i a l  i n s t i t u t i o n s



c o m m o n ly  c h a r g e  a  2 p e r c e n t  s p r e a d  o n  t h e  c o s t  o f  m o n e y  
v e r s u s  t h e  r e t u r n  o n  m o n e y  t o  p a y  f o r  a d m i n i s t r a t i v e  
o v e r h e a d .

A m e n d m e n t 1  w a s  h e l d  f o r  r e v i s i o n  t o  i n c l u d e  s u g g e s t i o n s  
t h a t  a d m i n i s t r a t i v e  c o s t s  b e  t i e d  t o  a  p e r c e n t a g e  o f  t h e  
a m o u n t  p a i d  o n  b o n d s .

R e p r e s e n t a t i v e  B ro w n  p r o v i d e d  m e m b e rs  w i t h  AMENDMENT 2 ( c o p y  
o n  f i l e )  . S h e  e x p l a i n e d  t h a t  t h e  a m e n d m e n t w o u ld  r e q u i r e
t h a t  t h e  b o r r o w e r  r e c e i v e  a d e q u a t e  n o t i c e  t h a t  t h e
C o m m is s io n  i s  p r o c e e d i n g  t o  n o t i f y  t h e  D e p a r tm e n t  o f  
C o m m e rc e  a n d  E c o n o m ic  D e v e lo p m e n t  t h a t  t h e  l o a n  i s  i n  
d e f a u l t .  T h e  b o r r o w e r  w o u ld  h a v e  60 d a y s  t o  t a k e  a c t i o n  t o  
b r i n g  t h e  l o a n  c u r r e n t  o r  m a k e  o t h e r  a r r a n g e m e n t s .

R e p r e s e n t a t i v e  P a r n e l l  n o t e d  t h a t  a n o t h e r  t e r m  i s  b e i n g  
a d d e d  t o  t h e  c o n t r a c t  b e tw e e n  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 is s io n  a n d  t h e  s t u d e n t .  M s . B a r r a r ^  s t a t e d  t h a t  t h e
C o m m is s io n  c o u l d  c o m p ly  w i t h  Am en dm e 1 2 t h r o u g h  a n  
a t t a c h m e n t  t o  t h e  12 0  d a y  l e t t e r .  S h e  r e s s e d  t h a t  t h e  
C o m m is s io n  i n t e n d s  t o  n o t i f y  t h e  b o r r o v  o f  t h e  s t a t u t e  
c h a n g e s  i n  m u l t i p l e  w a y s .

R e p r e s e n t a t i v e  B ro w n  MOVED t o  ADOPT AMENDMENT 2 .  T h e r e
b e i n g  NO O B JE C T IO N , i t  w a s  s o  o r d e r e d .

R e p r e s e n t a t i v e  B ro w n  p r o v i d e d  m e m b e rs  w i t h  i T)MENT 3 ( c o p y
o n  f i l e )  . S h e  n o t e d  t h a t  t h e  a m e n d m e n t w o u lc .  i  t o  p a g e  2 ,
l i n e  1 7 ,  * i f  t h e  b o r r o w e r  h a s  a n  o c c u p a t i o n a l  l i c e n s e  i s s u e d  
u n d e r  AS 0 8 . t h e  l i c e n s e  m a y  n o t  b e  r e n e w e d  u n d e r  AS 
0 8 . 0 2 . 0 2 5 . *  R e p r e s e n t a t i v e  B ro w n  MOVED t o  ADOPT AMENDMENT
3 .  T h e r e  b e i n g  NO O B JE C T IO N , i t  w a s  s o  o r d e r e d .

R e p r e s e n t a t i v e  B ro w n  p r o v i d e d  m e m b e rs  w i t h  AMENDMENT 4 ( c o p y  
o n  f i l e ) . S h e  e x p l a i n e d  t h a t  A m e n d m e n t 4 w o u ld  d e l e t e  
s e c t i o n s  r e q u i r i n g  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  t o  
w i t h h o l d  v e n d e r  p a y m e n t s  ( s e c t i o n s  3 ( c )  a n d  9 a n d  1 0 ) .
R e p r e s e n t a t i v e  B ro w n  MOVED t o  ADOPT AMENDMENT 4 .  T h e r e
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b e i n g  NO O B JE C T IO N , i t  w a s  s o  o r d e r e d .

R e p r e s e n t a t i v e  M a r t i n  MOVED t o  d e l e t e  s e c t i o n  1 .  H e
a s s e r t e d  t h a t  t h e  p r o v i s i o n  t o  d e n y  r e n e w a l  o f  l i c e n s i n g  
d i s c r i m i n a t e s  a g a i n s t  i n d i v i d u a l s  w i t h  s t a t e  l i c e n s e s .  He 
p o i n t e d  o u t  t h a t  o t h e r  i n d i v i d u a l s  c o u l d  c o n t i n u e  t o  b e  
e m p lo y e d  e v e n  i f  t h e y  a r e  i n  d e f a u l t  o f  t h e i r  s t u d e n t  l o a n s .

R e p r e s e n t a t i v e  H a n le y  e m p h a s iz e d  t h a t  t h e  D e p a r tm e n t  o f
C o rm n e rc e  a n d  E c o n o m ic  D e v e lo p m e n t  w i l l  g i v e  i n d i v i d u a l s  i n
d e f a u l t  a  g r a c e  p e r i o d  t o  b r i n g  t h e i r  l o a n  i n t o  g o o d  f a i t h .

A  r o l l  c a l l  v o t e  w a s  t a k e n  o n  t h e  m o t i o n  t o  d e l e t e  s e c t i o n  
1 .

I N  FAVO R : M a r t i n ,  F o s t e r



OPPOSED : B r o w n ,  G r u s s e n d o r f ,  H o f fm a n ,  P a r n e l l ,  T h e r r i a u l t ,
L a r s o n ,  M a c L e a n

R e p r e s e n t a t i v e  N a v a r r e  w a s  n o t  p r e s e n t  f o r  t h e  v o t e .

T h e  M O T IO N  F A IL E D  ( 2 - 8 ) .

R e p r e s e n t a t i v e  D a v id s o n  r e f e r r e d  t o  t h e  F a m i l y  E d u c a t i o n  
L o a n  P r o g r a m .  H e q u e s t i o n e d  i f  b o r r o w e r s ,  w h o  a r e  r e s i d e n t s  
o f  t h e  s t a t e ,  s h o u l d  b e  a b l e  t o  a p p l y  f o r  s t u d e n t s ,  w h o  a r e  
n o t  r e s i d e n t s  o f  t h e  s t a t e .

M s .  B a r r a n s  n o t e d  t h a t  t h e  r e s i d e n t  b o r r o w e r  w o u ld  b e  
a l l o w e d  t o  a p p l y  f o r  t h e i r  c h i l d r e n  r e s i d i n g  o u t s i d e  o f  t h e  
s t a t e .  R e p r e s e n t a t i v e  D a v id s o n  c l a r i f i e d  h i s  i n t e n t i o n  a s  
t h e  s p o n s o r  o f  t h e  F a m i l y  E d u c a t i o n  L o a n  P r o g r a m .  He 
s t a t e d  t h a t  h i s  i n t e n t i o n  w a s  t h a t  a  f a m i l y  w o u ld  c o - s i g n  a  
l o a n .  C o - C h a i r  M a c L e a n  n o t e d  t h a t  ' A l a s k a n  r e s i d e n t '  c o u l d  
b e  a d d e d  t o  ' f a m i l y  m e m b e r ' o n  l i n e  3 0 , p a g e  5 .  C o - C h a i r  
L a r s o n  s p o k e  a g a i n s t  t h e  c h a n g e .  He s t r e s s e d  t h a t  t h e  
r e s i d e n t  i s  o b t a i n i n g  b e n e f i t s  f r o m  t h e  l o a n .

HB 506  w a s  H ELD  i n  C o m m i t t e e  f o r  f u r t h e r  d i s c u s s i o n .



POSITION PAPER ON HOUSE BILL 506

Alaska Commission on Postsecondary Education 
March 3. 1994

House BiU 506--an act relating to student loans and to sanctions for defaulting on a 
student loan--has been introduced by the House Committee on Health. Education and 
Social Services at the request of the Alaska Commission on Postsecondary Education 
(ACPE). The legislation has been crafted to address several significant problems 
encountered in the administration of the Alaska Student Loan program: specifically, the 
need to protect an eroding capital base by increasing loan repayment and by lending at 
rates which reflect costs of capital.

This paper provides the context within which the bill should be considered as well as the 
rationale for each of the sections.

BACKGROUND

The Alaska Student Loan Program (ASL) began in 1971 as a student assistance program 
supported by the state General Fund. The program grew out of a widely-expressed desire 
that the state's new oil wealth be used, in part to increase educational opportunities for 
Alaska students. For the first decade and a half, the program was generously supported 
by general fund appropriations. However, as oil prices and state oil revenues declined, 
full state funding could no longer be assured and a separate state entity-the Alaska 
Student Loan Corporation-was established by the legislature to raise alternative 
financing in the form of tax-exempt bonding. Since the first bond sale in spring of 1988. 
the Corporation has raised more than $250 million in private capital markets to support 
student loans.

Over its 20 plus years of existence, the ASL program has undergone numerous legislative 
changes:

• loan maximums have been raised from $2,500 to $5,500 for undergraduate study;
• loan interest rates have increased from 5% to 8%;
• the loan repayment period has been extended from 6 to 10 years; and
• forgiveness benefits for those borrowers returning to the state have gone from 40% 

to 50% and then to zero.

P O S I T I O N  P A P E R  -  A L A S K A  C O M M I S S I O N  OF  P O S T S E C O N D A R Y  E D U C A T I O N



By and large, program changes from 1971 to 1986 were made to benefit students by 
providing easier access to larger amounts of postsecondarv education aid. Although the 
program was originally created as a revolving loan fund, provisions such as forgiveness 
and interest subsidies while the student remained in school assured that the fund could 
not continue without infusions of state support. In 1986. forgiveness benefits were ended 
and interest subsidies were reduced in an attempt to cut back-but not eliminate-this 
drain on state resources.

With the advent of private funding through tax-exempt bonds, the ASL began to shift 
from a student-centered program to one responsible to bondholders. Loan conditions 
which resulted in losses to fund principle or to earned interest-such as forgiveness 
provisions and in-school interest subsidies-could be continued only with state general 
fund appropriations to replace losses. Although such appropriations did continue through 
FY92, the amount of the appropriation was never related to the losses incurred by 
mandated loan conditions. Today, the fund receives no state support. Thus, the student 
loan fund continues to expense forgiveness and interest subsidy benefits v/ith no 
compensating revenue source.

Elad debts are a further drain on the capital base. The program has succeeded in reducing 
iis default rates from the high levels of the mid-1980's; however, it continues to write off 
a portion of its portfolio as non-performing. In addition, some loans must be canceled 
because of death or disability of the borrower. The following table shows the annual and 
cumulative effect of the forgiveness and write off provisions since the program 
transitioned to bond funding.

Table 1
Losses to the Alaska Student Loan Fund

Fiscal Year Forgiveness Loan write offs

FY88 S5.6I2.5 S500.0
FY89 S6.050.6 S800.0
FY90 S6.598.2 S5.0OI.0
FY9I S8.80I.4 S6.426.3
FY92 S7.894.8 S6.753.0
FY93 S7,675.9 S8.454.8

Total S42,633.4 527,935.1



A further erosion of the fund occurs because the statutorily-set interest rate on loans (8% 
simple interest since FY87) has. until this current year, resulted in a gap between the 
effective rate on loans and the true cost of capital. For a typical college student who 
borrows for four years, the effective rate over all of the loans is 5 .8% because interest is 
deferred while the student is in school. The following table displays the difference 
between the bond rates and the interest received on a four-year collegiate loan.

Table 2
Difference Between Cost of Capital 

to Program and to Borrower

School Year True Interest 
Rate on Bonds

Effective Interest 
Rate on 

4-year Loan

Difference
(Subsidy)

1988/89 8.4% 5.8% -2.6%
1989/90 8.1% 5.8% -2.3%
1990/91 7.3% 5.8% -1.5%
1991/92 6.7% 5.8% -0.9%
1992/93 6.0% 5.8% -0.2%
1993/94 5.5% 5.8% 0.3%

At the present borrowing rate, effective interest just covers the cost of capital for the most 
recent bond sale; however, it does ooi allow the fund to recover any loan awarding and 
servicing costs. In earlier days, administrative costs were supported by general fund 
appropriations. Since FY88, however, these program costs have been taken from 
program receipts-that is. from repayments on prior loans.

A recent legislative audit of the Alaska Student Loan Program1 recognizes the changed 
fiscal situation of the program and the strains that earlier legislation and state policy have 
placed on maintaining fund viability. The report recommends that the loan fund be 
secured. The proposed legislation seeks to follow that recommendation by recognizing 
the true cost of capital, accounting for reasonable administrative expenses and increasing 
penalties for non-repayment of loans.

1 Division of Legislative Audit Alaska Student Loan Corporation Organizational and Operational 
Efficiency and Alternatives, October 28. 1993 (Audit Control No. 05-4466-94). The findings were echoed 
by the Legislative Research Agency in Privatizing the Alaska Student Loan Program, a January 4. 1994 
research report prepared at the request of Rep. Mark Hanley (Research Request 94.068)
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Title: An Act relating to student loans;to sanctions BRU: Alaska Student Loan Corporation.________________
for defaulting on a student loan, including denial of a state  Component: Student Loan Program____________________________
Sponsor: House HESS by Request
Requestor: Senate HES Committee COMPONENT SERIAL NO. ________________ 218___________

STATE OF ALASKA BILL NO. CS HB 506 (FIN) am
1994 LEGISLATIVE SESSION

Expenditures/Revenues___________________________________________________________________ (thousands)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

99.7 91.7 91.7 91.7 91.7 91.7

TOTAL OPERATING 99.7 91.7 91.7 91.7 91.7 91.7

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 .. 0 0 0.0

CHANGES IN REVENUES ( 1022 ) | 1,408.3 1,451.9 1,534.2 1,621.5 1,714.3 1,812.6 |

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other Fund 1022 99.7 91.7 91.7 91.7 91.7 91.7
TOTAL 99.7 91.7 91.7 91.7 91.7 91.7

0.0
Estimate of any cuncnt year (FY94) costs ($): ____
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS (Attach a separate page if necessary): Fiscal analysis of this bill is presented by bill section:
Section I: this section directs Alaska Department of Commerce and Economic Development to withhold renewal of professional licenses upon notice 
from ACPE that a person has defaulted on an Alaskan Student Loan. Estimated cost to the ACPE to provide such notice:

FY95 FY96 FY97 FY98 FY99 FYOO
0.0 0.0 0.0 0.0 0.0 0.0

_________________________________________ (continued on reverse)__________________________________________________

Prepared by: Diane M. Barrans_____________________  Phone Number (907) 465-6743
Division: Alaska Commission on Postsecondary Education Date: 4/18/94
Approved by Commissioner Joe L. McCormick, Executive D ire c to p ffZ f 7 7 ) D,le: 4/18/94
Agency: Alaska Commission on Postseconjify Education

PREPARER TO PROVIDE ALL Dla I RIBUTION COPIES TO GOVERNOFPsT eGISLATIVE OFFICE
For further distribution information, call Governor's Legis lative Office

(Rev 10/93) 94fi*no.xl»/DBR Page I of



HB 506 Analysis (continued):

Section 2: this section creates a variable interest rate that is tied to the cost of money.

NO Fiscal Impact. Zero (0) fiscal note.

Section 3: this section amends the provisions defining the actions of the Commission if a loan is in default.

NO Fiscal Impact. Zero (0) fiscal note.

Section 4: this section provides for loan consolidation.

NO Fiscal Impact. Zero (0) fiscal note.

Section 5: this section changes eligibility for ASL if applicant has had a previous loan discharged through 
bankruptcy proceedings.

NO Fiscal Impact. Zero (0) fiscal note.

Section 6: this section provides for assignment of wages on a defaulted loan.

NO Fiscal Impact. Zero (0) fiscal note.

Section 7 and Section 8: these sections amend the requirements for family education loans.

NO Fiscal Impact. Zero (0) fiscal note.

These changes to the loan servicing will create significant opportunities for operational efficiencies and, more 
importantly, enhance the collection efforts of the program and increase the flow of student loan receipts. The 
following estimate of increased receipts as a result of these changes is based upon the following assumptions:
1) collection on defaulted loans increases 5 percent per year as a result of the assignment of wages and 
Commerce’s withholding on renewal of professional licenses; 2) loan consolidation will reduce the number of 
loans going into default by 15 percent; and 3) loan consolidation will improve collection (accounts not going into 
default) by 2 percent per year.

Estimated increased revenues to the Corporation:
in thousands

FY95 FY96 FY97 FY98 FY99 FYOO
1) Increased collection vendor 208.3 215.9 235.7 257.3 281.0 306.8
2) loan consolidation 1.200.0 1.236.0 1.298.5 U M 2  L43L1 L5Q.L8
Total 1,408.3 1,451.9 1,534.2 1,621.5 1,714.3 1,812.6

Costs based on interagency RSA with Department of Commerce and Economic Development.
(Rev 10/93) 94fisno.x ls/DBR Page 2 of 2



POSITION PAPER ON CSHB506(FIN) am
Alaska Commission on Postsecondary Education 

April 15, 1994

House Bill 506-an act relating to student loans and to sanctions for defaulting on a 
student loan-was introduced by the House Committee on Health, Education and Social 
Services at the request of the Alaska Commission on Postsecondary Education (ACPE). 
The legislation has been crafted to address several significant administrative problems of 
the Alaska Student Loan program specifically, the need to protect an eroding capital base 
by increasing loan repayment and by lending at rates which reflect costs of capital.

This papev provided the context within which the bill should be considered as well as the 
rationale for each of the sections.

BACKGROUND
The Alaska Student Loan Program (ASL) began in 1971 as a student assistance program 
supported by the state General Fund. The program grew out of a widely-expressed desire 
that the state’s new oil wealth be used, in part, to increase educational opportunities for 
Alaska students. For the first decade and a half, the program was generously supported 
by general fund appropriations. However, as oil prices and state oil revenues declined, 
ftill state funding could no longer be assured and a separate state entity-the Alaska 
Student Loan Coiporation-was established by the legislature to raise alternative 
financing in the form of tax-exempt bonding. Since the first bond sale in spring of 1988, 
the Corporation has raised more than S250 million in private capital markets to support 
student loans.

Over its 20 plus years of existence, the ASL program has undergone numerous legislative 
changes;
• loan maximums have been raised from $2,500 to $5,500 for undergraduate study;
• loan interest rates have increased from 5% to 8%;
• the loan repayment period has been extended from 6 to 10 years; and
• forgiveness benefits for those borrowers returning to the state have gone from 40% to 

50% and then to zero.

By and large, program changes from 1971 to 1986 were made to benefit students by 
providing easier access to larger amounts of postsecondary education aid. although the 
program was originally created as a revolving loan fund, provisions such as forgiveness 
and interest subsidies while the student remained in school assured that the fund could 
not continue without infusions of state support. In 1986, forgiveness benefits were ended 
and interest subsidies reduced in an attempt to cut back-but not eliminate-this drain on 
state resources.

With the advent of private funding through tax-exempt bonds, the ASL began to shift 
from a student-centered program to one responsible to bondholders. Loan conditions 
which resulted in losses to fund principle or to earned interest-such as forgiveness 
provisions and in-school interest subsidies-could be continued only with state general 
fund appropriations to replace losses. Although such appropriations did continue through
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FY92, the amount of the appropriation was never related to the losses incurred by 
mandate loan conditions. Today, the fund receives no state support. Thus, the student 
loan fund continues to expense forgiveness and interest subsidy benefits with no 
compensating revenue source.

Bad debts are a further drain on the capital base. The program has succeeded in reducing 
its default rates from the high levels of the mid-1980’s; however, it continues to write off 
a portion of its portfolio as non-performing. In addition, some loans must be canceled 
because of death or disability of the borrower. The following table shows the annual and 
cumulative effect of the forgiveness and write off provisions since the program 
transitioned to bond funding.

TABLE 1
Losses to the Alaska Student Loan Fund

i  Fiscal Year i Forgiveness 1 Loan Write-Offs I t
FY88 $5,612.5 $500.0
FY89 $6,050.6 $800.0
FY90 $6,598.2 $5,001.0
FY91 $8,801.4 $6,426.3
FY92 $7,894.8 h $6,753.0
FY93 $7,675.9 $8,454.8

I  TOTAL 1 $42,633.4 $27,935.1

A further erosion of the fund occurs because the statutorily-set interest rate on loans (8% 
simple interest since FY87) has, until this current year, resulted in a gap between the 
effective rate on loans and the true cost of capital. For a typical college student who 
borrows for four years, the effective rate over all of the loans is 5.8% because interest is 
waived while the student is in school. The following table displays the difference 
between the bond rates and the interest received on a four-year collegiate loan.

TABLE 2 
Difference Between Cost of Capitol 

to Program and to Borrower
1

School Year

g g " g
True Interest 

Rate no Bands 4

“Effective Interest 
Rate on

4^Yt^Loait^fll:S
Difference
{Subsidy)

1988-89 8.4% 5.8% -2.6%
1989-90 8.1% 5.8% -2.3%
1990-91 7.3% 5.8% -1.5%
1991-92 6.7% 5.8% -0.9%
1992-93 6.0% 5.8% -0.2%
1993-94 5.5% 5.8% 0.3%

At the present borrowing rate, effective interest just covers the cost of capital for the most 
recent bond sale; however, it does not allow the fund to recover any loan awarding and
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servicing costs. In earlier days, administrative costs were supported by general fund 
appropriations. Since FY88, however, these program costs have been taken from 
program receipts-that is, from repayments on prior loans.

A recent legislative audit of the Alaska Student Loan Program1 recognizes the changed 
fiscal situation of the program and the strains that earlier legislation and state policy have 
placed on maintaining fund viability. The report recommends that the loan fund be 
secured. The proposed legislation seeks to follow that recommendation by recognizing 
the true cost of capital, accounting for reasonable administrative expenses and increasing 
penalties for non-repayment of loans.

SECTIONAL ANALYSIS

Section I prohibits the Department of Commerce and Economic Development from 
renewing an occupational or professional license if the licensee is in default on an Alaska 
student loan. ACPE must notify the Department of defaulting borrowers. This section 
also provides for continuation of a license in the event that the borrower has a pending 
appeal of this action.

Rationale: Borrowers who have received state support for education or framing leading 
to a occupational/professional license must honor their loan repayment obligations. The 
legislation allows the original license to be issued in order that the borrower may earn the 
income necessary to repay the loan. If repayment is not made in a consistent and timely 
manner, however, the borrower should not continue to benefit from the state's 
investment. It should also be noted that there currently are mechanisms in place such as 
unemployment deferment and hardship payment schedules to accommodate borrowers 
experiencing financial difficulties. This sanction is targeting those borrowers who fail to 
respond to any attempt to work with the Commission and must be transferred to 
collection agencies for more aggressive action on their defaulted account.

Section 2 ties the interest rate on a student loan to 1) the cost of the private capital 
backing that loan and 2) the administrative expense of disbursing and servicing the loan.

Rationale: The present interest rate of 8% bears no relationship to either the interest paid 
on bonds or the cost of running the loan program, today’s capital market provides a very 
advantageous rate to tax-exempt bond issuers. Savings from low rates should benefit 
students. By the same token, in times of higher rates, the costs must be passed on to the 
borrowers if the fund is to remain sound.

Section 3 directs the Commission to notify the Department of Commerce and Economic 
Development when a borrower is in default.

Rationale: Since this department is charged with withholding license renewal, it is the 
Commission’s responsibility to provide timely notification of default status.

1 Division o f Legislative Audit, Alaska Student Loan Corporation Organisational and Operational 
Efficiency and Alternatives, October 28,1993 (Audit Control No. 05-4466-94). The findings were echoed 
by the Legislative Research Agency in Privatising the Alaska Student Loan Program, a January 4,1994 
research report prepared at the request of Rep. Mark Hanley (Research Request 94.068).
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Section 4 specifies that the Commission “ensures that the rate of interest is as low as 
possible without precluding” their ability to properly administer the loans and places a 
cap of 2.5% on that portion of the interest rate which is charged for administrative costs.

Rationale: This language provides incentive to loan administrators to operate loan 
servicing as efficiently and economically as possible by statutorily limiting the interest 
allowance available to cover loan origination and loan servicing expenses. This 
allowance does not cover losses to ASL funds due to forgiveness benefits and loan loss 
due to defaults.

Section 5 allows the Commission to consolidate a borrower’s or a married couple’s 
loans. Married borrowers must agree to be jointly and severally liable for repayment and 
the loan is not forgiven on the death of one of the borrowers.

Rationale: The existing loan portfolio is composed of varying conditions and interest 
rates, as shown in the following table.

TABLS3 
Difference Between Cost of Capitol 

to Program and to Borrower

1 M ll l l i l  Type of Loan i i  H  l i t l Percent o f Portfolio H i
5% interest 27%
8% with no grace year interest 13%
8% with grace year interest 60%

Each loan is accounted for separately. Borrowers are often confused by the billing 
statement and by the apportionment of the monthly payment across the various loans. In 
some cases, a borrower may choose to pay off a higher interest loan more rapidly than a 
lower interest one. In order to split payment in such cases, staff must enter the payment 
manually, approximately one and three-quarters FTE staff Time is directed to manual 
posting of these payments each month. Because the loan consolidation will be 
eliminated. However, borrowers will be encouraged to take the option and a significant 
decrease in special payments is anticipated.

Section 6 excludes from eligibility any borrower who has had a previous loan written off 
by the Commission within the previous five years.

Rationale: Currently, a borrower can have a student loan written off if the borrower is 
certified as 50% or more permanently disabled by two doctors or if a loan has been 
discharged by a bankruptcy proceeding. Nothing in present statute prohibits a borrower 
from applying for and obtaining a new loan immediately. The proposed language would 
close this loop hole.



Rationale: Wage assignment is a powerful tool for enforcing loan repayment. In many 
cases, the threat of withholding wages is sufficient to encourage repayment. Where an 
assignment has been made, the loan fund benefits from at least partial payments. While 
wage garnishment can be done c irrently, this language would streamline the legal process 
by having the order included in the initial judgment by a court rather than having to 
request that by a separate action.

Section 8 applies the one-year residency requirement for Family Education Loans (FEL) 
to the borrower rather than the student.

Rationale: The Commission frequently encounters situations where a separated or 
divorced Alaskan resident parent wishes to borrow on behalf of a child for whom he/she 
does not have physical cust'dy. In these cases, the parent with custody is often not a 
resident, the intent of the FEL program was to encourage parents to assist in funding a 
child’s postsecondary education. FEL borrowers are generally very credit worthy and the 
default rate on these loans is only 4%. Therefore, it is in the best interests of the loan 
program to expand participation in tliis program to eligible Alaskans.

Section 9 deletes the requirement that an FEL can be made only on the behalf of a child 
who has been claimed as a dependent for federal tax purposes.

Rationale: Many potential FEL participants wish to borrow for children who are no 
longer claimed as dependents but who still need assistance in pursuing postsecondary 
education goals. Additionally, some parents object to sharing federal tax information 
with the loan program. The proposed changes would further encourage family 
responsibility and would provide relatively secure assets for the loan program without 
violating the financial privacy of the borrower.

CONCLUSION

The Commission supports CSHB 506(FIN) am because it provides the tools for fiscally- 
responsible management of the Alaska Student Loan program. Without the provisions of 
this bill, the fund will continue to erode. With it will erode the higher education 
opportunities for the coming generations of Alaskan students. Adoption of this bill will 
also strengthen our financial standing with New York bond firms such as AMBAC, 
Standard & Poors, and Moody’s.

Section 7 allows the courts to assign to the Commission a portion of a defaulter’s wages.

Acpe7cshbS06.doc (4/18/94)
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TO: CSHB 507(HES)

Page 1, line 6 after "lincensure":

Delete "may"
Insert "shall"

Page 1, line 6 after "person":

Insert "or by telephone"

A M E N D M E N T  I

OFFERED IN THE HOUSE BY REPRESENTATIVE DROWN



H EA LTH . E D U C A T IO N  A N D  S O C IA L  S E R V IC E S  C O M M IT T E E
ALASKA STATE LEG ISLATURE 
HOUSE OF REPRESENTATIVES

STATE C A P I T O L  JUNEAU  99801
(9 0 7 ) -165-3759

HB 507

An A c t  r e l a t i n g  t o  l i c e n s u r e  b y  t h e  S t a t e  M e d i c a l  B o a r d  a n d  t e m p o r a r y
p e r m i t s  f o r  c e r t a i n  o p t o m e t r i s t s .

T h i s  b i l l  w a s  i n t r o d u c e d  b y  t h e  H o u s e  HESS C o m m i t t e e  b y  t h e  r e q u e s t  
o f  t h e  S t a t e  M e d i c a l  B o a r d  a n d  t h e  A l a s k a  O p t o m e t r i c  A s s o c i a t i o n .

S e c t i o n  1 a d d r e s s e s  t h e  c o n c e r n s  o f  t h e  S t a t e  M e d i c a l  B o a r d  f o r  
i n t e r v i e w i n g  a p p l i c a n t s  f o r  l i c e n s u r e  i n  p e r s o n .  T h e y  w o u l d  l i k e  
i t  t o  b e  e x p a n d e d  t o  " t h e  b o a r d  o r  i t s  d e s i g n a t e d  r e p r e s e n t a t i v e " .  
T h i s  w o u l d  l e s s e n  t h e  c o s t  i n  t i m e ,  m o n e y ,  a n d  i n c o n v e n i e n c e  f o r  
a p p l i c a n t s  w h o  w i s h  t o  p r a c t i c e  m e d i c i n e  i n  t h e  s t a t e .

S e c t i o n  2 d e a l s  w i t h  g r a n t i n g  a  t e m p o r a r y  p e r m i t  f o r  l o c u m  t e n e n s  
f o r  t h e  p u r p o s e  o f  p r o v i d i n g  t e m p o r a r y  m e d i c a l  c o v e r a g e  f o r  a n  
u n d e r s e r v e d  a r e a  a s  a p p r o v e d  b y  t h e  b o a r d .

U n d e r  c u r r e n t  s t a t u t e ,  l o c u m  t e n e n s  p e r m i t s  m ay  o n l y  b e  i s s u e d  t o
p h y s i c i a n s  w h o  a r e  s u b s t i t u t i n g  f o r  a n  a b s e n t  p h y s i c i a n .  W i t h  t h i s  
c h a n g e ,  a  t e m p o r a r y  p e r m i t  m ay  b e  i s s u e d  t o  a  p h y s i c i a n  who  w i l l  
b e  p r a c t i c i n g  i n  a n  a r e a  t h a t  d o e s  n o t  h a v e  a  r e g u l a r ,  r e s i d e n t  
p h y s i c i a n .

I n  S e c t i o n  3 o f  t h i s  b i l l ,  a  l o c u m  t e n e n s  p e r m i t  m ay  b e  i s s u e d  t o
a  n o n r e s i d e n t  o p t o m e t r i s t  f o r  t h e  p u r p o s e  o f  a s s i s t i n g  o r
s u b s t i t u t i n g  f o r  a n  o p t o m e t r i s t  l i c e n s e d  u n d e r  AS 08 .72 .

A l a s k a  h a s  a  l o t  o f  s o l o  p r a c t i t i o n e r s  i n  r e m o t e  a n d  s e m i - r e m o t e  
a r e a s  o f  t h e  S t a t e .  I f  t h e  p r a c t i t i o n e r  b e c o m e s  i n j u r e d ,  s e r i o u s l y  
i l l  o r  m u s t  l e a v e  t e m p o r a r i l y ,  h e  p r e s e n t l y  m u s t  c l o s e  d ow n  h i s  
c l i n i c .  T h i s  c a n  b r i n g  a  h a r d s h i p  t o  h i s  p a t i e n t s ,  e s p e c i a l l y  i f  
t h e  t i m e  a w a y  e x t e n d s  t o  s e v e r a l  m o n t h s .

A l s o ,  o u t s i d e  s p e c i a l i s t s  i n  s u b n o r m a l  v i s i o n ,  v i s u a l  t h e r a p y ,  e t c ,  
c a n  b e  s c h e d u l e d  t o  a s s i s t  l o c a l  d o c t o r s  w h e r e  s p e c i a l t y  c a r e  d o e s  
n o t  n ow  e x i s t .

I  u r g e  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  o f  t h i s  l e g i s l a t i o n .

S P O N S O R  S T A T E M E N T
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HOUSE BILL NO. 507

HB 507

LICENSING OF OPTOMETRISTS AND PHYSICIANS 

"An Act relating to licensure by the State Medic;-! Board and temporary permits for certain optometrists."

RECOMMENDATIONS: 
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I the same title 

.[ ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Depl)

[ ] fiscal impact________________________

[ ] zero fiscal note

APPROVES PREVIOUS:

[XI fiscal note(s) DGbD 

[ ] zero fiscal note(s)__________

(Dept/D *xc)



STATE OF ALASKA 
1994 LEGISLATIVE SE
Revision Data: 2/25/94
Title:

No. I
\ Bill Version: c s h b  507 Ch e s )

(H) Publish Date : 3 /2 / 9 4

An A ct relating to  licensure by the
State Medical B o a rd .. ..
Sponsor
Requestor

H ouse HES

Department: Com m erce and Econom ic Dev.
8RU: Occupationa l Licensing________

Component: Opera tions ____

H ouse HES
Expenditures/Revenues

COMPONENT SER IAL NO. 

(Thousands oI Dollars)

1844

OPERATING EXPEND ITURES FY 95 FY 96 | FY  97 FY 98 1 FY  39 |  FY 00

PERSONAL SERV ICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

1
1

2 .5 1 1

1 1
1 1

1 !
1 1

1 1 !

TOTAL OPERATING 2 .5  1 0 .0  1 0 .0  1 0 .0  1 0 .0  I 0.0

CAPITAL EXPEND ITURES

CHANGE IN REVENUES i 0 .0 1 0 .0  1 ■ 0 .0  1 0 .0  1 0 .0  i 0.0

FUND SOURCE (Thousands oI Dollars)

1002 Federal Receipts I I I I • !
1003 G F Match I I I I I
1004 Ge eral Fund I I I I I
1005 GF/Program Receipts 2-5 I | I I
1006 GF/MHT1A I I I i
Other I I I I I
TOTAL 2.5 O o o b o o

oo'oo'

Estimate of any currant y ea r  (FY 94) co st : S None

POSITIONS

FULL-TIME 0.0 0.0 0 .0  I 0.0 O b o b

PART-TIME 0.0 0.0 o b o b 0 .0  I 0 .0 !
TEMPORARY 0.0 0.0 0 .0  I 0 .0  I o.o I o .o :

ANALYSIS: (Attach a separate page if necessary)

The bill provides for a designee of the State Medical Board to interview an applicant for licensure and 
expands the purpose of a medical temporary permit. -The bill also creates a locum tenens permit for 
nonresident optometrists. The bill calls for the State Medical Board and the Board of Examiners in 
Optometry to adopt regulations to define new phrases. The expenditures shown above are the estimated 
costs of the regulations projects and additional printing costs when the regulations become effective.

Prepared by:

Ohrision:
A p p r o v e d  b y  C o m m i s s i o n e r

A g e n c y :

oAnne Cummings, Regulations Specialist 
ccupational Licensing

Phone: 465-2537
PaulFuhs
Commerce and Economic Development

Date: 2/25/94 
Date: 2-2? .<= r*f

P R E P A R E R  T O  P R O V I D E  A L L  D I S T R I B U T I O N  C O P I E S  T O  G O V E R N O R ' S  L E G I S L A T I V E  O F F I C E

F o r  f u r t h e r  d i s t r i b u t i o n  i n f o r m a t i o n ,  c a l l  t h e  G o v e r n o r ' s  L e g i s l a t i v e  O f f i c e

C O M M I T T E E  C O P Y
Page I of 1



Proposed revision to statute from a previous Board meeting:
Item No, 8

PROPOSED REVISIONS TO STATUTES

New Agenda Item: Reword AS 08.64.255 Interview Required

Current Wording:
All applicants for licensure must be interviewed in person by at least one member of 
the board before a license will be issued.

Proposed Wording:

Ail applicants for licensure must be interviewed in person by at least one member of 
the board or its designated representative before a license will be issued.

Rationale:
Given the large geographical area of the state and the considerable expense involved in 
travelling this great expanse, this statute as currently worded often places an onerous 
burden on the applicant for licensure.
By inserting the words "... or its designated representative" interviews may be conducted by 
actively licensed physicians who have been previously approved by the Board. This will 
lessen the cost in time, money, and inconvenience for applicants who wish to practice 
medicine in the state.

1479M
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* * D R A F T * *
I t e m  H o .  6

Agenda Item 14: Reword Sec. 08.64.275(a)
Temporary permit for locum tenens practice.

Current Wording:
A member of the board or its executive secretary may grant a temporary permit to a 
physician or osteopath fo~ the purpose of substituting for another physician or 
osteopath licensed in this state.

Proposed Wording:

A member of the board or its executive secretary may grant a temporary permit to a 
physician or osteopath for the purpose of substituting for another physician or 
osteopath licensed in this state or for the purpose of providing temporary medical 
coverage for an underserved area as approved bv the board.

Rationale:
Many remote Alaskan communities do not have medical services available to them within 
the community. In many cases, there has never been a physician located in these areas. To 
provide periodic medical services, the Board wishes to amend this section of the statute to 
allow locum tenens physicians to practice for limited periods of time (locum tenens licenses 
are 60-day permits) in remote, underserved areas with the knowledge, scrutiny, and 
approval of the Board.
Under the current wording, locum tenens permits may only be issued to physicians who are 
substituting for an absent physician. With the revised wording, a temporary permit may be 
issued to a physician who will be practicing in an area that does not have a regular, 
resident physician.
The licensing approval process is not quite as rigorous for a locum tenens as it is for a fuil 
licensure; however, the essential elements of the individual’s record are required the same 
as for full licensure and are carefully scrutinized. These elements include proof of 
education, residency or internship, FSMB approval, and at least one verification from 
another state where the physician is licensed.

1466M
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Sec . OS.xxxxx Temporary p erm it  f o r  locum t e n en s  p r a c t i c e . '
(a) A member o f  th e  board o f  exam iners  in  Optometry may g ran t  
a temoorarv  perm it  t o  an o p t o m e t r i s t  f o r  tha purpose  or a s a i s t i i

S** i  « n/v 4. t - ------------    * • - 1

PROPOSED:

 F    wi-; 'v'uuumei;;;.5^ l o r  z r iQ  purpose  or a s s i s t i n goj: s u b s t i t u t i n g  f o r  ano th e r  o p t o m e t r i s t  l i c e n s e d  ir. t h i s  s t a t e .  /ThA o"inin,.i , r ----  -------  • ‘ s t a b l i s h e d
;ka l i c e n c e d

J    _ _ wwvw—••••«.« w y  W W il lC ^ « « O t l  J. w w C U J C ' J  «•«! v-» A1 . - -
/The o f f i c e  emp loy ing  a Locum Cptcrr.ecricc must be an e s t a b l i s h e d  
practice)/ and t h e  Locum emp loyed  by a r e s i d e n t  A las*
o n t n m o ^  ■>» < a ■» i iW>— —---------  * —  ^ rt. — , w j  w v* y -.«« « CO P .U I7U u r*. 1 .0  J  r* a. w V.o p t o m e t r i s t  who owns and p r a c t i c e s  f u l l  t ime in  t h a t  p r a c t i c e . )  
The p e rm i t  i s  v a l i d  f o r  s i x t y  (60) c o n s e c u t i v e  day s .  I f  c ircum ­
s t a n c e s  warran t,  an e x t e n s i o n  o f  t h e  p e rm it may be g r a n t e d  by the  b o a rd .
(b) A Locum O p tom e t r i s t  a p p l y in g  under (a, o f  t h i s  s e c t i o n  s h a l l  
pay t h e  r e q u i r e d  f e e  and s h a l l  meet  th e  r e q u i r em en t s  o f  AS 08.72- 
140. In a d d i t i o n ,  t h e  o p t o m e t r i s t  s h a l l  subm it  e v i d e n c e  o f  h o l d ­
in g  a l i c e n s e  to  p r a c t i c e  o p t om e t r y  i n  a s t a t e  o r  t e r r i t o r y  o f  
t h e  Un i t ed  S t a t e s  o r  in  a p r o v in c e  o r  t e r r i t o r y  o f  Canada.
(c) W ith in  t e n  (10) days a f t e r  t h e  p erm it  has been g r an t ed ,  th e  
board member s h a l l  forward t o  th e  department a r e p o r t  o f  t h e  i s s u a n c e  o f  t h e  p e rm i t .
(d) P erm it s  and e x t e n s i o n s  o f  p e rm i t s  i s s u e d  under t h i s  s e c t i o n
to  an i n d i v i d u a l  are n o t  v a l i d  f o r  more then 240 (two hundred
fo r ty)  c o n s e c u t i v e  days dur ing  any c o n s e c u t i v e  12 (twelve)  month s ,

RATIONALE:
A l a s k a  h a s  a l o t  o f  s o l o  p r a c t i t i o n e r s  i n  r e m o t e  a n d  s e m i - r e m o t e  
a r e a s  o f  t h e  S t a t e .  I f  t h e  p r a c t i t i o n e r  b e c o m e s  i n j u r e d ,  s e r i o u s l y  
i l l  o r  m u s t  l e a v e  t e m p o r a r i l y ,  h e  p r e s e n t l y  m u s t  c l o s e  d ow n  h i s  
c l i n i c .  T h i s  c a n  b r i n g  a  h a r d s h i p  t o  h i s  p a t i e n t s .

A l s o ,  o u t s i u e  s p e c i a l i s t s  i n  s u b n o r m a l  v i s i o n ,  v i s u n  I. t h e r  p y  d t c .  
c a n  b e  s c h e d u l e d  t o  a s s i s t  l o c a l  d o c t o r s  w h e r e  s p e c i a l t y  c a r e  d o e s
n o t  n ow  e x i s t .

T h e  L o c um  T e n e n s  s t a t u t e  w o u l d  a l l o w  a t e m p o r a r y  p e r m i t  b e  i s s u e d  
t o  a n o n r e s i d e n t  o p t o m e t r i s t  f o r  t h e  p u r p o s e  o f  a s s i s t i n g  o r  
s u b s t i t u t i n g  f o r  a n  o p t o m e t r i s t  l i c e n s e d  u n d e r  t h i s  c h a p t e r .

3 A CK U P  FOR  S E C T I O N  3



§ 08.72.115 A l a s k a  S t a t u t e s § 08.72.150

Sec. 08.72.115. Malpractice insurance. [Repealed. § 40 ch 117 SLA 1978.]
Sec. 08.72.120. Registration. [Repealed § 9 ch 50 SLA 1988.]
Sec. 08.72.125. Licensing of branch offices, (a) The board shall 

UooT.-cv branch office of an Alaskan licensee.
t,by A person may not practice, or attempt or offer to practice, op­

tometry without obtaining a license for each branch office from the 
board.

(c) The board shall prescribe in the regulations the factors to be 
considered in issuing a branch office license. (§ 2 ch 76 SLA 1969; am 
§ 9 ch 75 SLA 1980; am § 12 ch 37 SLA 1986; am § 4 ch 50 SLA 1988)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1 9 8 8  "w ith o u t  o b ta in in g  a lic e n se  fo r  each
am en d m en t , e ffe c t iv e  M ay  2 6 , 1 9 8 8 , s u 'd - b ra n c h  o ff ic e ”  fo r  " in  c om m u n it ie s  on  a
s t itu te d  " L ic e n s in g "  fo r " R e g is t r a t io n "  in  p a r t - t im e  b a s is  w ith o u t o b ta in in g  a
the  c a tc h lin e . rew ro te  s u b s e c t io n  (a ) ,  b ra n c h  o ffic e  c e r t i f ic a te  o f  r e g is t r a t io n ”  in
w h ich  re a d  T h e  b oa rd  s h a l l  is su e  a su b sec tion  (b ) and  " lic e n s e ”  fo r  " c e r t i f ic a te
b ran ch  o ffic e  c e r t i f ic a te  o f  r e g is t r a t io n  to 0 p r e g is t r a t io n ”  in  su b se c tio n  (c ).
an  A la s k a n  lic e n se e ,”  a n d  su b s titu te d

Sec. 08.72.130. Optometry register. [Repealed. § 13 ch 37 SLA 1986.]
Sec. 08.72.140. Qualifications for examination. The board shall 

admit to the examination a person who furnishes proof that the person
(1) has a visual acuity of a standard of at least 20/40 in at least one 

eye as corrected;
(2) is not afflicted with a contagious or infectious disease;
(3) has had education equivalent to four years attendance at a state 

high school;
(4) is a graduate of a recognized school or college of optometry. 

(§ 35-3-141 ACLA 1949; am § 1 ch 95 SLA 1966; am §§ 3 — 5 ch 76
SLA 1969; am §§ 10, 23 ch 75 SLA 1980)

Sec. 08.72.150. Application for examination and issuance of 
license. An applicant shall apply for the examination by filing an 
application with the department together with the examination fee at 
least 15 days before the examination. Upon successful complete;. _i 
the examination by the applicant and payment of the license fee, the 
board shall issue a license to the successful applicant. The applicant 
may practice optometry in the state upon receipt of the license.
(§ 35-3-141 ACLA 1949; am § 6 ch 76 SLA 1969; am § 5 ch 50 SLA
1988)
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HOUSE BELL NO. 510

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
Introduced: 2/18/94 
Referred: Finance
Funding Information: General Fund $433,500

Other Funds 327.000 
$760,500

A BILL 

FOR AN ACT ENTITLED

1 "An Act making appropriations to satisfy the agreed-upon monetary terms of a

2 collective bargaining agreement for certain employees of the University of Alaska;

3 and providing for an effective date."
i

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. The sum of $253,500 is appropriated to the University of Alaska for a three
6 percent salary adjustment to satisfy the monetary terms of the collective bargaining agreement
7 entered into with the Alaska Community College Federation of Teachers bargaining unit for
8 the period January 1, 1994, through June 30, 1994, from the following sources:
9 SOURCE AMOUNT

10 Federal receipts $ 8,000
11 General fund 144,100
12 General fund/mental health trust 400
13 Student tuition/fees/services 83,600
14 Indirect cost recovery 300

HB0510a -1- HB  510
H  N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]
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(

University receipts 17,100
* Sec. 2. The sum of $507,000 is appropriated to the University of Alaska for a three 

percent salary adjustment to satisfy the monetary terms of the collective bargaining agreement 
entered into with the Alaska Community College Federation of Teachers bargaining unit for 
the fiscal year ending June 30, 1995, from the following sources:

SOURCE AMOUNT
Federal receipts $ 16,000
General fund 288,200
General fund/mental health trust 800
Student tuition/fees/services 167,000
Indirect cost recovery 800
University receipts 34,200

* Sec. 3. The unexpended and unobligated balance of the appropriation made by sec. 1 of 
this Act lapses into the funds from which it was appropriated, June 30, 1994.

* Sec. 4. The unexpended ana unobligated balance of the appropriation made by sec. 2 of 
this Act lapses into the funds from which it was appropriated, June 30, 1995.

* Sec. 5. This Act Lakes effect immediately under AS 01.10.070(c).

G A5 5IO •2*
N e w  T e x c  U n d e r l i n e d  { D E L E T E D  T E X T  B R A C K E T E D )



To :  A l a s k a  H o u s e  F i n a n c e  C o m m i t t e e
F r o m : E r i c  L e e g a r d ,  UAS-ACCFT C am pu s  R e p r e s e n t a t i v e
3/8/94

My B a c k g r o u n d :
1. T e a c h i n g  - f a c u l t y  a t  UA -for 15 1/2 y e a r s
2 . M embe r  o f  ACCFT ( A l a s k a  C o m m u n i t y  C o l l e g e  F e d e r a t i o n  o f  

T e a c h e r s )  f o r  a l l  t h a t  t i m e  a n d
3 . ACCFT  C am pu s  R e p r e s e n t a t i v e  f o r  p r o b a b l y  10 y e a r s .  

P r e v i o u s l y  s h a r i n g  t h o s e  d u t i e s  w i t h  A r t  P e t e r s o n ,  M i k e  M cC om a s ,  
a n d  D i c k  H a n d  f o r  t h e  f i r s t  f i v e  y e a r s .

4. I  w as  h i r e d  a s  an  i n s t r u c t o r  a t  J D C C ,  l i v e d  t h r o u g h  t h e  
v a r i o u s  r e o r g a n i s a t i o n s :  U A J , w i t h  a nd  w i t h o u t  t h e  comma ,  was  
c a m p u s  r e p r e s e n t a t i v e  f o r  t h e  y e a r s  t h e  U n i v e r s i t y  w o u l d n ' t  
r e c o g n i s e  u s .

5. I  c o n s i d e r  t h e  ACCFT t h e  o n l y  s t a t e w i d e  p r o f e s s i o n a l  
o r g a n i s a t i o n  t h a t  U n i v e r s i t y  i n s t r u c t o r s  h a v e .

C a l l e d  u p o n  l a s t  n i g h t  b y  R a l p h  M c G r a t h ,  p r e s i d e n t  o f  ACCFT  t o  
g i v e  a  p r e s e n t a t i o n  i n  h i s  a b s e n c e .

Two T o p i c s :

1. E q u i t y :
We w i s h  t o  h a v e  t h e  s ame  r e n um e r a t i on  a s  o t h e r  U n i v e r s i t y  
e m p l o y e e s .  P a r d o n  t h e  c o l l o q u i a l i s m ,  b u t  i ^- ' s  a  f i n e  k e t t l e  o f  
f i s h  w h e n  ACCFT  member  a r e  r e d u c e d  f r o m  b e i n g  l e a d e r s  i n  w o r k i n g  
f o r  b e t t e r  w o r k i n g  c o n d i t i o n s  a n d  w a g e s  t o  a s k i n g  t o  b e  t r e a t e d  
e q u a l l y  t o  t h o s e  who o n l y  s i t  a n d  w a i t  f o r  w h a t  t h e  U n i v e r s i t y  
h a s  t o  h a n d  o u t .

2 . C o n t r a c t  M a i n t e n a n c e :
T h i s  37. i n c r e a s e  i s  n o t  a b o v e  a n d  b e y o n d  a n y  g r e a t  m o n e t a r y  
s t r i d e s  we h a v e  made  o v e r  t h e  l a s t  y e a r .  I t ' s  s i m p l y  t o  t r y  t o  
s t a y  a b r e a s t  o f  r i s i n g  c o s t s .  T h e  U n i v e r s i t y  h a s  s e e n  t h e  n e e d  
f o r  t h i s  i n c r e a s e  f o r  i t s  e m p l o y e e s  a n d  h a s  g i v e n  t h i s  a m o u n t  t o  
a i r  b u t  B a r g a i n i n g  U n i t  m e m b e r s .  T h e  U n i v e r s i t y  i s  o b l i g a t e d  t o  
r e q u e s t  f u n d i n g  f o r  e q u a l  t r e a t m e n t  f o r  t h o s e  B a r g a i n i n g  U n i t  
m e m b e r s .  By c o n t r a c t  t h e y  d o  n o t  h a v e  t o  p a y  u s  t h e  37. t h e y  h a v e  
g i v e n  t h e  o t h e r s ,  t h e y  a r e  o n l y  o b l i g a t e d  t o  make  t h e  L e g i s l a t i v e  
r e q u e s t .  T h i s  i s  why  many  o f  y o u  r e c e i v e d  v i s i t s  f r o m  ACCFT 
m em b e r s  l a s t  m o n t h .  I t  c o s t  o u r  ACCFT m em b e r s  b e t w e e n  *13-14,000 
t o  f l y  t o  J u n e a u  t o  l o b b y  f o r  i t e m s  we f e e l  i m p o r t a n t  t o  u s .
M o s t  o f  u s  f e e l  g o o d  a b o u t  s p e n d i n g  o u r  d u e s  f o r  t h i s  c a u s e  a n d  
a r e  t h a n k f u l  f o r  t h e  o p p o r t u n i t y  t o  w o rk  f a r  o u r .  37.. 1 T h e  
a l t e r n a t i v e  i s  n o  i n c r e a s e ,  o r  t o  s e e  o u r  p r o g r a m s  c u t  a s  
i n t e r n a l  f u n d i n g  s h r i n k s  t h e  U n i v e r s i t y  f r o m  t h e  i n s i d e .

T h a n k  y o u  f o r  t h i s  o p p o r t u n i t y  t o  make  t h e  r e q u e s t s  o f  t h e  ACCFT  
m em b e r s  a n d  a l l  o u r  B a r g a i n i n g  U n i t  M em b e r s  k n o w n .  P a s s i n g  t h i s  
b i l l  w i l l  t r e a t  U n i v e r s i t y  t e a c h e r s  e q u a l l y ,  a n d  i t  i s  a 
n e g o t i a t e d  c o n t r a c t u a l  a g r e e m e n t  b e t w e e n  t h e  U n i v e r s i t y  a n d  t h e  
A l a s k a  C o m m u n i t y  C o l l e g e  F e d e r a t i o n  o f  T e a c h e r s .
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P e r s o n a l  c o m m e n t s :
I  w o u l d  l i k e  t o  a d d  t h e  ■ fo l l o w i n g  f o r  m y s e l f  a n d  my s o n ' s  c a t ,  
w ho  a l w a y s  w a k e s  me a t  4 :00 am .

I t  s e em s  p r e t t y  s t r a n g e  w o r k i n g  f r o m  m i d  y e a r  t o  m i d  y e a r .  We 
s t a r t e d  i n  A u g u s t  a n d  a r e  a s k i n g  f o r  a  37. i n c r e a s e  f r o m  J a n u a r y ,  
t h a t ' s  4 1/2 m o n t h s  l e s s  t h a n  w e ' v e  b e e n  w o r k i n g .  I  g u e s s  w e ' r e  
a l l  h o p i n g  w e ' l l  b e  a r o u n d  t h o s e  s ame  4 1/2 m o n t h s  n e x t  y e a r  t o  
r e c e i v e  t h i s  y e a r s  i n c r e a s e .  We a l s o  a s s u m e  t h a t  i t  w i l l  b e  
a d d e d  o n  an  o n g o i n g  b a s i s .

I  w o u l d  l i k e  t o  s a y  a f e w  w o r d s  a b o u t  p a y  r a i s e s  a n d  r e a l i t y .
S i n c e  t h e  m e r g e r  o f  t h e  C o m m u n i t y  C o l l e g e s  i n t o  t h e  U n i v e r s i t y  
s y s t e m  i n  1986, t h e r e  h a v e  b e e n  n o  p r o m o t i o n s  f o r  a n y  o f  t h e  
f o r m e r  B a r g a i n i n g  U n i t  M e m b e r s ,  e x c e p t i o n s  b e i n g  f o r  t e a c h e r s  on  
t h e  A n c h o r a g e  c a m p u s .  I n  K o t z e b u e ,  N om e ,  F a i r b a n k s ,  J u n e a u ,
B e t h e l ,  e t c .  T h e  o n l y  p r o m o t i o n s  h a v e  b e e n  a t  t h e  UAA. A t  l e a s t  
t h i s  i s  w h a t  e v e r y o n e  k e e p s  s a y i n g .  T h e r e  i s  a n o t h e r  e x c e p t i o n ,  
a n d  t h a t  i s  m y s e l f ,  b u t  I ' m  s u c h  a n  e m b a r r a s s m e n t ,  I  g e t  
c o n d o l e n c e s  r a t h e r  t h a n  c o n g r a t u l a t i o n s .  I  w a s  3 c r e d i t s  s h o r t  
o f  a l a n e  c h a n g e  a n d  s a l a r y  i n c r e a s e  i n  1986. I t  t o o k  u n t i l  1992 
t o  g e t  a p r o m o t i o n  a n d  a 107. s a l a r y  i n c r e a s e .  So  v i r t u a l l y  n o  
m one y  h a s  g o n e  t o  o f f  c am p u s  BUM s a l a r y  i n c r e a s e s  f o r  6 y e a r s .

P r e s e n t l y  u n d e r  o u r  n ew  n e g o t i a t e d  c o n t r a c t  t h e r e  i s  a  s p e c i a l  
p r o c e d u r e  f o r  o f f  c a m p u s  p r o m o t i o n  a n d  t e n u r e .  -7 ~2— M em be r s  a r e  
g o i n g  t h r o u g h  t h e  p r o c e s s .  I n  S o u t h e a s t ,  4 a r e  a p p l y i n g  f r o m  
J u n e a u  f r o m  K e t c h i  k a n  . y _ J l f  t f j e  f o u r  f r o m  J u n e a u ,  tw o  h a v e ^ ^ ^ ^ t / T * .
n o t  b e e n  e n d o r s e d  b y  t h e i r  s d p ^ ^ i l b ' c f r ^ a n d  o n e  q’u a l  i f  i e d j ^ i n e  
o n e  e n d o r s e m e n t  i s  f o r  t e n u r e  a n d  h e  i s  n o t  a p p l y i n g  f o r  
p r o m o t i o n .  I f  we a t  ACCFT a r e  a b l e  t o  p r e v a i l  a n d  g e t  p r o m o t i o n  
f o r  t h e  t h r e e  p e o p l e  a n d  t h e  o n e  i n  K e t c h i k a n ,  i t  w i l l  b e  l o n g  
o v e r d u e  a n d  o f  m i n i m a l  e x p e n s e  t o  t h e  U n i v e r s i t y .

I  c o u l d  g o  o n ,  i n  t h i s  c o n g l o m e r a t e  o f  a  U n i v e r s i t y  t r y i n g  t o  
f u l f i l l  c o m m u n i t y  n e e d s ,  n o n e  o f  t h e  B a r g a i n i n g  U n i t  M em be rs  h a v e  
a  " n o r m a l "  s i t u a t i o n .  M o s t  o f  u s  d o n ' t  e x p e c t  t o  b e  p r o m o t e d  f o r  
t h e  r e s t  o f  o u r  c a r e e r s .  So  o u r  37. i n c r e a s e s  a r e  a l l  we h a v e  
u n t i l  we c a n  s u c c e s s f u l l y  n e g o t i a t e  a  c h a n g e  i n  t h e  s y s t e m .



f e d e r a t i o n  o f  t e o c h e r s
$533 providence, anchorage, oloska 99508-4670, (907) 562-2660

House Finance Committee Members March 8, 1994
Alaska State Legislature 
State Capitol (MS3100)
Juneau, Alaska 99801-1182 
FAX 465-2278

Dear House Finance Committee Members;

On behalf of the Alaska Community College's Federation of Teachers, AFT/APEA 
I request your support of House Bill No. 510 "An Act making appropriations to satisfy 
the agreed- upon monetary terms of a collective bargaining agreement for certain 
employees of the University of Alaska: and providing for an effective date."

This legislation would provide funding for a three percent salary adjustment negotiated 
under provisions of the Alaska Public Employee Relations Act for approximately 250 full 
time teachers, librarians and counselors who provide educational services at all statewide 
campuses of the University of Alaska. These faculty members are primarily responsible 
for the delivery of community college programs and courses including all vocational- 
technical programs, rural (extended) campuses, adult and continuing education offerings 
as well as distance delivery and 100-200 level academic transfer courses.

Funding of this legislation would provide the ACCFT teaching faculty with the same 
salary increase that has already been provided by the Board of Regents to all non- 
representcd University employees.

Your support of this legislation would be a wonderful reflection of the long standing 
legislative commitment to community education, as evidenced in this the 41st 
anniversary of the Alaska Community College Act. On behalf of the statewide ACCFT 
members I thank you for your continued support.

Sincerely,
4 ? o k f J L
Ralpfi J. McGrath, President 
ACCFT, AFT/APEA



ATTACHMENT A-l
ARTICLE 7

University of Alaska/Alaska Community Colleges’ Federation 
of Teachers, Local 2404 Collective Bargaining Agreement

May 8,1992

Salaries and Benefits

7.1 Salaries

A. Faculty Members shall be compensated in a manner consistent with the
provisions of Regents Policy and University Regulation 04.05.01 - 03 in 
effect as of the date of this Agreement, except that any compensation 
increases shall be subject to legislative appropriation in accordance with the 
provisions of AS 23.40.215 and shall be requested separately from 
compensation increases requested for other employees of the University.

B. The University agrees to request the same level of salary increase for
Faculty Members as is requested of the Legislature for other University 
employees. If the University grants other University employees salary 
increases but does not receive an appropriation to fund salary increases for 
Faculty Members at the same level, the University agrees to submit to the
Legislature at the beginning of the next regular session following the
increase for University employees an amount necessary to permit Faculty 
Members to receive a salary increase of the same level received by 
University employees.

SYNOPSIS

7.1 Salaries
A. Salaries for “Faculty Members,” a term meaning bargaining unit members, 

is set by Regents Policies and University Regulations 04.05.01-03 as in 
effect May 8, 1992. This means a minimum three percent annual salary 
increase; however, application of this provision is subject to receipt of an 
appropriation to fund the increase.

B. The University agrees to seek the same level of salary increase for 
bargaining unit members as for other University employees. If no 
appropriation is made to fund the bargaining unit increase, and the 
University grants an increase to other employees, the University agrees to 
make a request to the next regular legislative session for a supplemental 
appropriation to fund a bargaining unit salary increase.



(

ARTICLE 12
University of Alaska/Alaska Community Colleges’ Federation 

of Teachers, Local 2404 Collective Bargaining Agreement
May 8, 1992

Scope and Interpretation

12.5 Legislative A ppropriation

A. No legislative appropriation requested by the University, with regard to 
funding this Agreement, shall be made without prior discussion with the 
Union pursuant to Article 11. The University shall give adequate notice to 
the Union of such requests as to provide reasonable response time from the 
Union. The University shall request and actively support full funding of 
this Agreement.

B. It is agreed by and between the parties that any provision of this Agreement 
requiring legislative action to permit its implementation, by amendment of 
law or by providing additional funds therefore, shall not become effective 
until the appropriate legislative body has given approval.

SYNOPSIS

12.5 Legislative Appropriation
A. The University agrees to discuss with the union its budget request to fund 

the Agreement prior to the submission of the request to the Legislature.

B. Provisions of the Collective Bargaining Agreement which require 
legislative action for implementation become effective only after approval 
by the appropriate legislative body.

ATTACHMENT A-2
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llson M. ElgM -
iractor Statewide Budget 

ill 4th Street 
Juneau, A laska 99801 
Phone (*»07> 063-.10R6 
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November 1 2 , 1 9 9 3 •UDQET REVIEW

Shelby Stastny, Director 
Office of Management and Budget 
Office of the Governor

Re: Proposed FY9 4  supplementala
Dear Shelby:
The University of Alaska requests consideration of the following 
shortfalls for supplemental appropriation for F> 9 4 :
1 . The Board of Regents has authorized a 3 % salary increase 
effective January 1 , 1 9 9 4 . Members of the ACCFT bargaining unit
are, under the terms of their contract with the University, entitled to * ‘
the same increase* subject to appropriation. The amount necessary 
to cover this increase for FY9 4  is $2 5 3 . 5  comprised of the following 
fund sources: $1 4 4 . 1  GF; $8 . 0  Fed.: $ . 4  GF/MHT; $8 3 . 6  Student fees;
$ . 3  Indirect cost recovery: and $1 7 . 1  University Receipts.

In addition, a similar appropriation is necessary to cover the 
cost of the increase in FY9 5 . The amount needed is $5 0 7 . 0  with the 
following fund source distribution: $2 8 8 . 2  GF; $1 6 . 0  Fed.; $ . 8  
GF/MHT; $1 6 7 . 2  Student fees; $ . 6  indirect cost recovery; and $3 4 . 2  
University Receipts.
2 . AS 1 4 .4 0 .4 6 0 - 5 0 0  requires the University of Alaska to provide ...
scholarships for free room to the top graduating student attending / ,
the University of Alaska from each Alaskan high school, for the first

■6 j0 -C; •
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two years of University study. These scholarships represent a 
significant cost to the University of Alaska Fairbanks which provides 
the majority of the scholarships. The housing programs are funded 
using revenues generated by the program. The failure to receive 
revenue to compensate for the scholarship rooms jeopardizes the 
quality of the housing program offered. AS 1 4 .4 0 . 5 0 0  states that 
revenue to the University is to be provided by the Department of 
Administration from appropriations made for that purpose. Without 
an appropriation, the University must absorb this cost.

A general fund supplemental of $1 3 3 , 5 8 0  is requested for the 
Department of Administration to allow reimbursement to the 
University. The costs for FY9 4  are as follows:

University of Alaska Fairbanks ( 1 1 5  students est.) $1 2 8 , 7 8 0
University of Alaska Southeast ( 2  students) $ 4 , 8 0 0

3 . The University of Alaska Fairbanks received $3 0 0 . 0  Oil and 
Hazardous substance release response funds in FY9 4  for 
"Contaminated Site Assessment and Cleanup". These funds are being 
utilized to monitor and mitigate benzene contamination of the main 
well source for water on the University of Alaska Fairbanks campus. 
At thia point, no supplemental need has been identified. However, 
the situation has the potential for cost overruns. We will keep you 
apprised of any additional need for funding. .

Sincerely,

n u a u i i  at a*







SENATE FINANCE COMMITTEE REPORT

D A TE : 5/4/94 FURTHER:
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The Finance Committee considered HOUSE BILL NO. 510
"An Act making appropriations to satisfy the agreed-upon monetary terms of a collective bargaining 
agreement for certain employees of the University of Alaska; and providing for an effective date."
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K j i  z j  o
HB5 1 0  "An Act making appropriations to satisfy the agreed-upon 
monetary terms of a collective bargaining agreement for certain 
employees of the University of Alaska; and providing for an effective date.’’
Article 7  of the Collective Bargaining Agreement between the University of Alaska and the Alaska Community College's Federation 
of Teachers, Local 2 4 0 4  states:
" 7 . 1  Salaries

A. Faculty Members shall be compensated in a manner 
consistent with the provisions of Regents Policy and University 
Regulation 0 4 .0 5 .0 1 -0 3 , in effect as of the date of this Agreement, 
except that any compensation increases shall be subject to legislative appropriation in accordance with the provisions of AS 2 3 .4 0 . 2 2 1 5  and shall be requested separately from compensation increases 
requested for other employees of the University.”
The Board of Regents authorized a 3 % increase for all university 
employees effective January 1 , 1 9 9 4 . (University employees are not 
on a step system and no movement in salary, except promotion, is 
made without authorization by the Board. It had been 1 8  months 
since the last Board approved increase). In accordance with the collective bargaining agreement, the Governor introduced on behalf 
of the University of Alaska, HB 5 1 0  to fund the monetary provisions 
of the 3 %  increase for the Alaska Community College's Federation of 
Teachers. No increase can be given the union members without 
legislative appropriation under the terms of the contract.
HB 5 1 0  contains two sections:
Section 1 funds the FY9 4  portion of the 3 %  salary increase at a cost of 
$2 3 5 ,5 0 0 . Included in that total is a general fund amount of $1 4 4 ,5 0 0 .
Section 2  funds the continuation of the 3 % salary increase awarded in 
January, 1 9 9 4  through FY9 5 . No additional salary increase money is being sought. The FY9 5  cost of the increase is $5 0 7 ,0 0 0 , with 
$2 8 9 , 0 0 0  coming from the state general fund.
The Alaska Community College Federation of Teachers represents all faculty teaching at the extended campuses and bi-partite faculty at 
the three main campuses.
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HB5 1 0  "An Act making appropriations to satisfy the agreed-upon 
monetary terms of a collective bargaining agreement for certain employees of the University of Alaska; and providing for an effective date/
Article 7  of the Collective Bargaining Agreement between the University of Alaska and the Alaska Community College's Federation 
of Teachers, Local 2 4 0 4  states:
" 7 . 1  Salaries

A. Faculty Members shall be compensated in a manner 
consistent with the provisions of Regents Policy and University 
Regulation 0 4 .0 5 .0 1 -0 3 , in effect as of the date of this Agreement, 
except that any compensation increases shall be subject to legislative appropriation in accordance with the provisions of AS 2 3 .4 0 . 2 2 1 5  
and shall be requested separately from compensation increases 
requested for other employees of the University."
The Board of Regents authorized a 3 % increase for all university 
employees effective January 1 , 1 9 9 4 . (University employees are not 
on a step system and no movement in salary, except promotion, is 
made without authorization by the Board. It had been 1 8  months 
since the last Board approved increase). In accordance with the collective bargaining agreement, the Governor introduced on behalf of the University of Alaska, HB 5 1 0  to fund the monetary provisions 
of the 3 % increase for the Alaska Community College's Federation of 
Teachers. No increase can be given the union members without 
legislative appropriation under the terms of the contract.
HB 5 1 0  cjntains two sections:
Section 1 funds the FY9 4  portion of the 3 % salary increase at a cost of 
$2 3 5 ,5 0 0 . Included in that total is a genera] fund amount of $1 4 4 ,5 0 0 .
Section 2  funds the continuation of the 3 % salary increase awarded in 
January, 1 9 9 4  through FY9 5 . No additional salary increase money is being sought. The FY9 5  cost of the increase is $5 0 7 ,0 0 0 , with 
$2 8 9 , 0 0 0  coming from the state general fund.
The Alaska Community College Federation of Teachers represents all faculty teaching at the extended campuses and bi-partite faculty at 
the three main campuses.



W A L T E R  J .  H I C K E L P. O. Box UOOOI 
Juneau, Alaska SSSIt-CCCl 

( 9 0 7 )  4 6 5 - 3 5 0 0

S t a t e  o f  A l a s k a
□  F F l C E  O F  T H E  G O V E R N O R  

J  C  -N H  A  U

February 18, 1994

The Honorab le R am ona L. B arnes
S p e ak e r  o f the H ouse
A laska S ta te  Legislature
S ta te  Capitol
Juneau , AK 99801-1182

D ear S p e ak e r  B arnes:

U nder the authority o f art. Ill, sec. 18, of the A laska Constitution, I am  transm itting a  
bill m aking appropria tions to satisfy the agreed-upon m onetary  te rm s o f collective 
bargain ing a g re em en ts  for certain public em ployees o f the University o f Alaska.

This bill, if e n a c te d  into law, would m ake a  total appropriation o f $760,500 to the 
University o f A laska to satisfy the m onetary term s of the  collective bargain ing  
ag re em en t with the A laska Community College Federation of T eache rs bargain ing  
unit. The appropria tions a re  n ec e ssa ry  to satisfy agreed-upon obligations unde r that 
ag reem en t.

I u rge  you r p rom p t consideration a n d  p a s s a g e  of the bill.

Sincerely,

Governor
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^ S o u a e  o f  ^ f o p r a s e n t a t t o e s

House Judiciary Committee
State Capitol, Room 120 

Juneau, Alaska 99801-1182 
(90?) 466-4990

HOUSE JUDICIARY COMMITTEE LETTER OF INTENT
TO

THE HOUSE FINANCE COMMITTEE 
REGARDING 

HOUSE BILL 5 2 4

It is the intent of the House Judiciary Committee to request the 
House Finance Committee to consider an amendment to HB524. The 
amendment would state that if a person is arrested according to the 
provisions of HB524, which provide for a warrantless arrest, that the 
person receive an immediate hearing before a judge or magistrate.

This amendment would minimize to the greatest extent 
possible the amount of time the person is held without a warrant.

Rep. Brian Porter - Chairman



F IS C A L  N O T E  A  N o . 5
ST A T E  O F  A L A S K A  w  “  B ill V e rs io n : HB 524

1994 L E G IS L A T IV E  S E S S IO N  (H ) P u b lish  D a te :— 3 / 9 / 9 4 .

Revision Date: February 15. 199*________________

Title: "An Act relating to a defendant's violation

of conditions of release;..."________________________

Sponsor: __________ Rules/Bv Request of Governor

Requestor: Governor's Office_____________________

EXPENDITURES/REVENUES:

Department Affected: Department of Law

BRU: Prosecution________________________

Component: _AM__________________________

COMPONENT SERIAL NO. 0085 through 0090

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

PERSONAL

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE

FUNDING:

1002 Federal
■ -1

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-

PART-TIME

TEMPORARY

Estimate of current year (FY94) impact: -0-

ANALYSIS: (Attach a separate page if necessary.) 
Please see the attached analysis.

R ' J - v . r L <
t: R ic h a r d  I. P e o u e s .  D ir e c t o rPrepared by: Richard I. Peoues. Director___________________________Phone:__465-3672________

Division: Administrative Services Diyision ■  . Date: February 15. 1994
X  < U  . a / M .

Approved by Commissioner: Bruce M, Botelho. Atttynev General_____________________________
Agency: Departm ent o f Law_____________________________________ Date : February 1 5 . 1 9 9 4

PREPARER TO PROVIDE ALL D ISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For fu rth e r distribution i n f o r m a t i o n j g g j j J m j ^ >£ ^ f j& V e 0 ff ic e



F IS C A L  N O T E

STA TE O F ALASKA B IL L  NO

1994 L E G IS L A T IV E  SESSION

ANALYSIS CONTINUATION:

This bill amends AS 12.30 to allow police officers to act quickly to arrest, without warrant or order, defendants 
who are released on bail, when those peace officers have reasonable cause to believe that the defendant has confronted 
the victim or has otherwise violated conditions of release. Currently, if a person accused of stalking, domestic violence, 
assault, or sexual assault confronts the victim while the person is released on bail, or violates another condition of release, 
peace officers are limited in their ability to protect the victim or the public in general because they cannot make an 
immediate arrest. Generally, the peace officer must first meet with a prosecutor, go into court to make a motion to 
remand, and obtain a court order before they can act to put the defendant back in jail. Because a substantial number of 
these incidents involve repeat offenders who often are impaired by alcohol or drugs, this lengthy procedure is particularly 
dangerous for the public, especially those already victimized by the defendant. The Department of Law does not anticipate 
a fiscal impact because, in most cases, the bill will speed up the process of arrest, and it will not increase the number of 
arrests.

P ag e  2 o f  __ 2



R e v is io n  D a te : ________________________________

T it le :  D e fe n d a n t 's  C o n d it io n s  n f  R e le a s e

S T A T E  O F  A L A SK A
1 9 9 4  LEG ISLA T IV E  S E S S IO N

S p o n s o r : R u le s  h v  R e n u e s t

R e q u e s to r : G o v e r n o r

FISCAL NOTE
BILL

D e p t . A f fe c t e d :  

BPL»:

C o m p o n e n t :

t ,ill V e rs ion : HB 524
(H) Publish Date: 3 / 9 / 94

ruanc aaieat___________________
S ta te w id e

COMPONENT SERIAL NO.
EXPENDITURES/REVENUES: (Thousands of Dollars) ( in f la t io n  n o t  in c lu d e d )

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
P E R S O N A L  S E R V IC E S

T R A V E L

C O N T R A C T U A L

S U P P L IE S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S .  C L A I M S

M I S C E L L A N E O U S

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL EXPENDITURES -0- -0- -0- -0- -0- -0-
CHAMGE M  REVENUES ( ) -0 - -0 - -0 - -0 - -0 - -0 -

IWvifMM Cods

FUNDING: (Thousands of Dollars)
1 0 0 2  Fe d e ra l R e c e ip ts

1 0 0 3  G F  M a t c h

1 0 0 4  G F

1 0 0 5  G F/ P rogram  R e c e ip ts

10 0 6  G F / M H T IA

O th e r

TOTAL -0- -0- -0- -0- -0- -0-
E s t im a te  o f  current y e a r  ( F Y  9 4 )  im p a c t : $ 
P O S IT IO N S :

F U L L - T IM E 0 0 0 0 0 0
P A R T - T IM E 0 0 0 0 0 0
T E M P O R A R Y 0 0 0 0 0 0

A N A L Y S I S :  ( A t ta c h  a s ep a ra te  p a g e  if n e c e s s a ry .)

/fab Prepared  B y : 

i i l c H 1 D iv is io n :M W
Lee Ann Lur.as

A p p r o v e d  b y  C o m m is s io n e r  

A g e n c y :

465-432?
2/16/94

D a te : C O M M I T T E E  COPY

R*v 01/M

R ic h 3 r r i^  B u r to n . D e p t , n f  P n h lic  S a fe ty

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office Page 1 of 1



F I S C A L  N O T E
S T A T E  O F  A L A S K A
1 9 9 4  L E G IS L A T IV E  S E S S IO N

N o . 3
B ill V e rs io n : hb 52.4

BILL
(H) Publish Date: 3/9/94

Revision Date: 0*pl. Allacied: Adm inistration
T it le : *An Act Relating to Defendant's Conditions of BRU Olfice  of Public Advocacy

Release...* Component: Office of Public  Advocacy
Sponsor:
Requestor: Governor C O M P O N E N T  S E R IA L  N O . 4 3

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0

P E R S O N A L  S E R V IC E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
T R A V E L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
C O N T R A C T U A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
S U P P L E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
E Q U IP M E N T 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
L A N D  &  S T R U C T U R E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
G R A N T S ,  C L A IM S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
M IS C E L L A N E O U S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL EXPENDITURES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CHANGE IN REVENUES ( ) 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

FUND SOURCE (Thousands of Dollars)
10 0 2  F e d e r a l  R e c e ip t s 0.0 0 .0 0 .0 0 .0 0 .0 0 .0
10 0 3  G F  M a tc h 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
1004 GF 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
10 0 5  G F / P r o g r a m  R e c e ip ts 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
10 0 6  G F / M H T I A 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
O t h e r 0.0 0 .0 0 .0 0 .0 0 .0 0 .0
Total 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Es tim a te  o f  current year (FY9 4) co st: n o n e

POSITIONS:
F U L L - T IM E 0 0 0 0 0 0
P A R T - T IM E 0 0 0 0 0 0
T E M P O R A R Y 0 0 0 0 0 0

A N A L Y S I S :  (Attach a  separate page if necessary)

Prepared by: 
Division:

B r a n t  M c G e e ,  P u b l ic  A d v o c a t e
O f f ic e  o f P u b l ic  A d v o c a c y

Phone : 2 7 4 - 1 6 8 4  
D a te :

Approved by Comm issioner: 
A gency : _________

N a n c y  B e a r  U s e r a  * \ \ j\ (->— / D ate :
A o u t m is t r a t io n W  'I

PREPARER TO PROVIDE ALL DISTRIBUTION CORES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office Pag* 1 ot 1
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