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FISCAL NOTE

WORK DRAFT

STATE OF ALASKA BILL NO. CSSB 67 <)
1994 LEGISLATIVE SESSION 5/05/93
Revision Date: December 14. 1993 Department Affected: Department of Law
Title: "mm.amendina...Ch. 66. SLA 1991, that relate to BRU: Legal Services
the mental health trust..." ; Component: Mental Hoalth Lands

Sponsor: Senate Resources Committee
Requestor: Governor's Office COMPONENT SERIAL NO. 1421

EXPENDITURES/REVENUES:

OPERATING FY 94 FY S5 FY 96 FY 97 FY 98 FY 99

PERSONAL

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &

GRANTS, CLAIMS

MISCELLANEOUS

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

REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA -0- -0- -0- -0- -0- -0-
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.

Prepared by: Richard |. Peaues. iisector Phone: 465-3672

Division: Administrative Services Division * Date: December 14. 1993
TUdZx & JNciq

Approved by Commissioner: Charles E. Ogle. Attorney General

Agency: Department of Law Date: December 14. 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE
For further distribution information Gl the Governor™s Lagislative Office
Rev 11/3 Page J of 3



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 67 (
1994 LEGISLATIVE SESSION 5/05/93

ANALYSIS CONTINUATION:

Enactment of the proposed amendments contained in the May 6,1993 work draft CS for Senate Bill No. 67 woul
substantially advance resolution of the mental health trust litigation as it would cure the two infirmities in Ch. 66, SU
1991, found by Judge Greene in her order dated April 26, 1993, and would eliminate the possible need for anyone t
appeal those portions of the order. Significantly, the trial court's April 26 order upheld most of Ch. 66 from the numerou
challenges raised by the Alaska Center for the Environment, et. al., indicating that the Ch. 66 settlement can resolve th
divisive, decade old, mental health trust litigation. Enactment of the proposed amendments will reduce the litigation effor
necessary to obtain approval of the settlement at both the trial and appellate court levels, and will enable the Departmen
of Law to direct more of its efforts toward reconstituting the trust rather than to litigating over challenges to Ch. 66.

The first infirmity found by Judge Greene is that the hypothecation of land as security for the reconstitution of thi
trust is invalid because Ch. 66 lacked adequate standards to guide the commissioner of natural resources in creating thi
hypothecated lands list. Judge Greene, however, v ont out of her way to give instruction as to how to cure this defect

Obviously, itwould be very c-sy forthe legislature to remedy this problem. Ifthe legislature amended section 56(a
to adopt a specific, known list or delegated the task of preparing a new list with adequate standards, the difficulty woulc
be eliminated. (Emphasis added).

Section 5 ofthe May 5,1993 work draft CS for Senate Bill No. 67 would "eliminate" the "difficulty” related tc
hypothecation by establishing adequate standards to guide the commissioner of natural resources in creating the
hypothecated lands list. First, original trust lands to be returned to trust status under section 54(1 )-(6) of Ch. 66 woulc
be hypothecated. Second, up to 1.5 million acres of additional acres of land that meet the criteria in section 55(d) anc
(e) -- (in general, land with comparable character to original trust land for which exchanges are necessary, witf
consideration given to the public interests related to possible transfer to trust status).

The second "infirmity" found by Judge Greene with Ch. 66 isthatthe planning and classification provisions in AS
38.04 and AS 38.05 apply to the transfers of land to the trust authority. The application of AS 38.04 and AS 38.05 is
an "infirmity" only because those statutes may make the reconstitution of the trust more time consuming and costly to
complete if DNR were required to classify or reclassify lands before reconstituting those lands into the trust.

Judge Greone found that AS 38.04 and AS 38.05 apply to the reconstitution because Ch. 66 does not explicitly
exempt those provisions, and the legislative history did not clearly evince the legislature's intent to exempt such
application. Significantly, Judge Greene also found that the Alaska Constitution does not require that AS 38.04 and AS
38.05 apply tc me reconstitution, therefore, a statutory exemption as contained in the proposed amendment would be
valid.

Sections 1-3 would exempt the reconstitution process from AS 38.04 and AS 38.05, and would replace a
process by which the public may participate in the reconstitution of the trust.

CONSEQUENCES FROM TAKING NO ACTION

The possible consequences if the legislature takes no action to cure the infirmities in Ch. 66 found f y Judge Greene
include:

1. Plaintiffs may terminate the settlement and return the parties to litigating a strict reconstitution of the trust
under the mandate of the Alaska Supreme Court. The validity of the hypothecation of lands and the exemption of AS
38.04 and AS 38.05 from the reconstitution were important elements of the settlement from the plaintiffs’ standpoint.
If either issue is not resolved to settling plaintiffs' satisfaction, settling plaintiffs have the right to terminate the settlement
agreement. If they terminate the settlement, the State has no alternative other than to begin implementing the Alaska
Supreme Court's mandate to reconstitute the trust. Implementing that mandate would undoubtedly require land title
litigation involving thousands of individual parcels, and would likely ensnarl lands in litigation for years, including lands:
(1) conveyed by the State to individual purchasers ("moms and pops"); (2) conveyed to Alaska Native corporations in



FISCAL NOTE

STATE OF LASKA BILL NO. CSSB 67 ( )
1994 LEGISLATIVE SESSION 5/05/93

ANALYSIS CONTINUATION:

litigation settlements and exchanges; (3) conveyed to municipalities; (4) conveyed to the University of Alaska; and (5
placed in legislatively designated areas.

2. The so called "land freeze* asto 6.7 million acres of hypothecated lands could continue
‘validation of the hypothecated lands under Ch. 66 does not free those parcels from the land management limitations
applicable to hypothecated lands, which limitations critics of Ch. 66 have characterized as creating a "land freeze.” h
Judge Greene's decision on hypothecation is appealed (almost certainly to come from settling plaintiffs), the full 6.7 millior
acres of hypothecated lands would remain embroiled in the litigation. Either Judge Greene or the Alaska Supreme Coun
could stay effect of the invalidation pending appeal. Even if no stay were entered, however, a reversal of the invalidatior
would return the 6.7 million acres to hypothecated status. The only way to reduce the amount of land subject tc
hypothecation and eliminate what critics of Ch. 66 call a "land freeze" is to enact the recommended amendments.

3. Resolution of the divisive mental health trust litigation will be delayed. Judge Greene has upheld most
provisions of the Ch. 66 settlement from the numerous challenges raised by the environmental intervenors, and has
provided guidance as to how to cure the two infirmities to Ch. 66 that the court found. Curing those two infirmities by
enactment of the-proposed amendment will expedite the process by which the trial court will approve the settlement, and
will expedite possible appeals by eliminating appeals related to these two infirmities.

CONCLUSION

Enactment of the amendments to Ch. 66, contained in this bill, will permit implementation of the Ch. 66
settlement to proceed with a minimum of legal challenges and without the associated costs and interruptions caused by
such challenges. The current annual amount budgeted for implementation, $589,500 in general funds and $1,500,000
in mental health lands trust funds, will be sufficient to carry out the implementation tasks without increasing these costs.
Conversely, if the settlement is terminated failing enactment of the bill, the cost for the department could be very high.
It is probable that we would become embroiled in land title litigation involving thousands of parcels. The cost would be
substantially greater than the cost of the Ch. 66 settlement, and it would continue for many years.

PageJ of 3
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 67 <)
1994 LEGISLATIVE SESSION 5/05/93

ANALYSIS CONTINUATION:

Enactment of the proposed amendments contaired inthe May 5, 1993 work draft CS for Senate Bill No. 67 would
substantially advance resolution of the mental health trust litigation as it would cure the two infirmities in Ch. 66, SLA
1991, found by Judge Greene in her order dated April 26, 1993, and would eliminate the possible need for anyone to
appeal those portions of the order. Significantly, the trial court's April 26 order upheld most of Ch. 66 from the numerous
challenges raised by the Alaska Center for the Environment, et. al., indicating that the Ch. 66 settlement can resolve the
divisive, decade old, mental health trun litigation. Enactment of the proposed amendments will reduce the litigation effort
necessary to obtain approval of the settlement at both the trial and appellate court levels, and will enable the Department
of Law to direct more of its efforts toward reconstituting the trust rather than to litigating over challenges to Ch. 66.

The first infirmity found by Judge Greene is that the hypothecation of land as security for the reconstitution of the
trust is invalid because Ch. 66 lacked adequate standards to guide the commissioner of natural resources in creating the
hypothecated lands list. Judge Greene, however, went out of her way to give instruction as to how to cure this defect:

Obviously, itwould be very easyforthe legislature to remedy this problem. Ifthe legislature amended section 56(a)
to adopt a specific, known list or delegated the task of preparing a new list with adequate standards, the difficulty would
be eliminated. (Emphasis added).

Section 5 ofthe May 5,1993 wc. kdraft CS for Senate Bill No. 67 would "eliminate” the "difficulty” related to
hypothecation by establishing adequate standards to guide the commissioner of natural resources in creating the
hypothecated lands list. First, original trust lands to be returned to trust status under section 54(1)-(6) of Ch. 66 would
be hypothecated. Second, up to 1.5 million acres of additional acres of land that meet the criteria in section 55(d) and
(e) -- (in general, land with comparable character to original trust land for which exchanges are necessary, with
consideration given to the public interests related to possible transfer to trust status).

The second "infirmity" found by Judge Greene with Ch. 66 is that the planning and classification provisions in AS
38.04 and AS 38.05 apply to the transfers of land to the trust authority. The application of AS 38.04 and AS 38.05 is
an "infirmity" only because those statutes may r ake the reconstitution of the trust more time consuming and costly to
complete if DNR were required to classify or reclassify lands before reconstituting those lands into the trust.

Judge Greene found that AS 38.04 and AS 38.05 apply to the reconstitution because Ch. 66 does not explicitly
exempt those provisions, and the legislative history did not clearly evince the legislature's intent to exempt such
application. Significantly, Judge Greene also found that the Alaska Constitution does not require that AS 38.04 and AS
38.05 apply to the reconstitution, therefore, a statutory exemption as contained in the proposed amendment would be
valid.

Sections 1- 3 would exemptthe reconstitution process from AS 38.04 and AS 38.05, and would replace a
process by which the public may participate in the reconstitution of the trust.

CONSEQUENCES FROM TAKING NO ACTION

The possible consequences if the legislature takes no action to cure the infirmities in Ch. 66 found by Judge Greene
include:

1. Plaintiffs may terminate tiie settlement and return the parties to litigating a strict reconstitution
under the mandate of the Alaska Supreme Court. The validity of the hypothecation of lands and the exemption of AS
38.04 and AS 38.05 from the reconstitution were important elements of the settlement from the plaintiffs’ standpoint.

If either issue is not resolved to settling plaintiffs' satisfaction, settling plaintiffs have the right to terminate the settlement
agreement. If they terminate the settlement, the State has no alternative other than to begin implementing the Alaska
Supreme Court's mandate io reconstitute the trust. Implementing that mandate would undoubtedly require land title
litigation involving thousands of individual parcels, and would likely ensnarl lands in litigation for years, including lands:
(1) conveytd by the State to individual purchasers ("moms and pops"); (2) conveyed to Alaska Native corporations in



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 67 <)
1994 LEGISLATIVE SESSION 5/05/93

ANALYSIS CONTINUATION:

litigation settlements and exchanges; (3) conveyed to municipalities; (4) conveyed to the University of Alaska; and (5)
placed in legislatively designated areas.

2. The so called "land freeze" asto 6.7 million acres of hypothecated lands could continue. T
invalidation of the hypothecated lands under Ch. 66 does not free those parcels from the land management limitations
applicable to hypothecated lands, which limitations critics of Ch. 66 have characterized as creating a "land freeze." If
Judge Greene's decision on hypothecation is appealed (almost certainly to come from settling plaintiffs), the full 6.7 million
acres of hypothecated lands would remain embroiled in the litigation. Either Judge Greene or the Alaska Supreme Court
could stay effect of the invalidation pending appeal. Even if no stay were entered, however, a reversal of the invalidation
would return the 6.7 million acres to hypothecated status. The only way to reduce the amount of land subject to
hypothecation and eliminate what critics of Ch. 66 call a "land freeze" is to enact the recommended amendments.

3. Resolution of the divisive mental health trust litigation will be delayed. Judge Greene |
provisions of the Ch. 66 s >nlement from the numerous challenges raised by the environmental intervenors, 3nd has
provided guidance as to ho / to cure the two infirmities to Ch. 66 that the court found. Curing those two infirmities by
enactment of the proposed amendment will expedite the process by which the trial court will approve the settlement, and
will expedite possible appeals by eliminating appeals related to these two infirmities.

CONCLUSION

Enactment of the amendments to Ch. 66, contained in this bill, will permit implementation of the Ch. 66
settlement to proceed with a minimum of legal challenges and without the associated costs arid interruptions caused by
such challenges. The current annual amount budgeted for implementation, $589,500 in general funds and $1,500,000
in mental health lands trust funds, will be sufficient to carry out the implementation tasks without increasing these costs.
Conversely, if the settlement is terminated failing enactmert of the bill, the cost for the department could be very high.
It is probable that we would become embroiled in land title litigation involving thousands of parcels. The cost would be
substantially greater than the cost of the Ch. 66 settlement, and it would continue for many years.
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FISCAL NOTE

of Alaska BILL NO. SB 70

Legislative Session

Title: An Act establishing a Department Affected: Education
loan guarantee and interest rate 3RU: Vocational Education
subsidy program for Assistive Component: Assistive Technology

Technology.

Sponsor: Senator Duncan
Requestor: Senator Duncan

The Assistive Technology of Alaska (ATA) Advisory Board has
recommended to the division that we investigate using federal funds
generated through the ATA project to fund the Technology Loan Fund.
With this direction we have proposed to the federal funding agency
a plan to fund the loan program by using federal receipts instead

of state capital or general funds.

If approved ATA"s fourth year grant includes a plan by which grant
funds can be used to establish the loan fund. This would provide
seed money to establish the loan fund. |If this bill becomes law,
the division can, by July 30, provide approximately 100.0 for this
purpose. It is our understanding that this amount®™ of money can be
leveraged into as much as 750.0 as a guarantee and interest buy
down depending on how the banking industry recommends the loans be
set-up. This legislation forms a partnership between private
industry and government to meet the needs of Alaskans with

disabilities.
No additional staff cost.

Initial funding 100.0 from federal receipts, one year
capitalization only.






Page 3, lines 2-3:

puerlgtgzr ifthere is less than $200,000 in the assistive technology loan guarantee

This language would mean that only amounts ov%r $200,000 could be %sed. {0
ﬁ]uahra?t e | aHsorsubmdlze Interest rates. The base $200,000 would be sitting
the fund with no purpose.

Add an immediate effective date for Sec. 2.

This would allow DVR to deposi} federal funds from FY 94 into the account,
allowing more money to be available sooner.



|V 8-LS0404\D.l s
Lauterbach
5/6/94

AMENDMF,

OFFERED. IN THE HOUSE
TO: HCS CSSB 70(STA)

Page 1 line 2 after "technology":
Insert  and providing for an effective date"

Page 3, after line 20:
Insert a new il section to read:
"* Sec. 4. This Act takes effect immediately under AS 01.10.070(c)."



HAR-15-94 7UE 15:34 GOVCOUNDISBIL FAX NO. 5635357

WALTER J. HICKEL/GOVERNOR
State ot Alaska

P.0. Box 20249 = Anchorage, Alaska 99524-024S = Phone: 907-563-5355 « Fax: 907-563-5357

March 15, 1994

Senator Rick Halford

Alaska State Senate

Capital Building

Juneau, Alaska 99801 - 1182
(Interdepartmental Mail Stop 3100)

Dear Senator Halford:

The Governor's Council on Disabilities and Special Education supports
Senate Bill 70 and we request the hill be calendared for a vote by the
Senate. As Alaska's Developmental Disability Planning Council, we
have studied the bill and worked with people with disabilities to see
that their concerns have been addressed in the bill's present form.

It has heen said that technology is the great liberator. Peopie with
disabilities require access to assistive devices to achieve employment
and live with independence. The Council believes that SB 70 will go a
long way in accommodating these needs.

The current version of the bill clarifies the administrative procedures
that will be used to implement the program. The process to api)lg for a
loan is based upon sound banking principles. Federal money will be used
in a creative way to provide a sustainable program for future benefit of
Alaskans with disabilities.

Please schedule the bill for Senate action. We would be glad to answer
any questions that you may have about the bill

Sincerely,

David Maltman
Executive Director



penflu st/tts BgnK

119 N. Cushman Straet » (907)466-1400 = FAX (907) 456-2140 = P.0. Box 74668 < Fairberks, Alaska B3707-4568

March 10, 1991

Senator Jim Duncan
c/o Alaskan Senate
Juneau, AK

PE: SB373

Dear Senator Duncan:

Thank you for introducing the above referenced bill. This letter is in
support of your efforts to provide a loan guaranty and interest rate subsidy
program for assistive technology, Passage of this legislation and funding of
the program should allow many handicapped citizens of the State of Alaska to
continue to be productive workers in our society. As we all know, a mentally
or physically handicapped person can contribute much ;o0 a business or

organization and enactment of this legislation continues to help to
accunplish that purpose.

Denali State Bank stands ready cooperate in this program to provide loan
funds, | have also discussed this matter with my Alaskan colleagues and find
that they are in support of this issue.

May your efforts be rewarded with a swift passage of this bill. Thank you.

Sincerely, yours,

President and Chief Executive Officer

GR/bf



33/19/19S3 15:.35 pt. Ct Laboi— Hnch. :Q7 253 4370 p.02

(Governor9s Qmmiidtee m IEmapilwymewt <>fPmipk wink BimkHM/sz
P.O. Box 107018
Anchorage, Alaska 99510-7018
(907)269-4877: Voice (907)269-4879: Text Telephone

March 19, 1993

Senator Jim Duncan
Capitol, Room 119
Juneau, Alaska 99811-1182

Dear Senator Duncan:

The members of the Governor’s Committee on Employment of People with
Disabilities would like to express their support of Senate Bill No. 70 and its
companion House Bill No. 139. The Governor’s Committee is interested in any
legislation which may enable individuals with disabilities to gain, retain or advance
in"employment.

As you know, this legislation addresses a significant(i)opulation of individuals in
Alaska - the approximateIK 58% of individuals with gisabilities who do not have
access to the equipment which can help them live more sufficient lives. Not only
will this assist individuals with disabilities, but also their families and businesses.

The Governor’s Committee supports the intent of SB-70 and HB-139 and will be
monitoring its progress as it makes its way through committee. If we can be of
assistance in any way, please let us know.

Sincerely,

Don Brandon, Chair



Assistive Technology

Background

Technolog such as comPuters ?nd Wheelﬁharr ramps help eo le with grsabrlrtres
to communicate more effectively, to Wor and to gain a ce s to Independent

lifestyles. Work place changes can pave the way to economrc independ ence

A 1991 study estimates that over 23, 000 Alaskans could benefit from assistive
techpologies. However ever one henefits when (Paly ple who _[ould otherwise de-

plend on"social welfare’ prog ams ecome finan self-suff rcrent through em-
ployment.

PeoRIe with drsabrlrtres have a right to assrstrve techno I under the fede al laws
Technology-Related Assistance For_ Individ uas |h 3 ||t|es cto 1988, the
Individuals” with Disabilities Education At of ? the e abilitation Act
Amendments of 1992, Programs created by these laws are Iargeyfun ed by the

federal government with some state costs.

UntrI recently several organrzatrons offered "lending libraries" of assistive tejhnol-
one of these libraries was comprehensive. Small lending libraries’ have

s ed to create one comprehensive source to lend assistive technology to
rfrvrr?ua(fs with 8rs§3r|rtres statevF\)nde %

The ?tate Department of Edycation's Assistive Technologires of Alaska pr P qNam has
developed a computerized C o? erative Servrce Directory In cooperatjon With ser-
vice a encres natronwr e, ka Is the first state to"coordinate this directory
among”DOE divisions and the De artment of Health and Sociai Services. This.co-
operative effort eliminates du ||catron Increases inter- and [ntra-agency coordina-

thon meets several fe?er %urrements at once, and Is significantly ‘less costly
than developing multiple directories

Problem

nol%rrlr¥e§ 000 Alaskans want and need but do not have access to assistive tech-

Strategy
J Program of state %uaranteed low-interest, long-term loans to indjviduals with dis-
\a/PC ergr for purchas of assistive devices would address the gap In statewide ser-

» (Continue coordrnah fforts across Departrg r}}s and divisions to assure that ex-
Isting assistive tec Iogy resources are used efiectively.

Governor's Council on Disabilities and Special Education
Report to the Legislature March 1994



WALTER J. HICKEL :
p.a.sex ucaai
CDVEBNCS Juneau.Alaska 99SU-OCO|

(907) J65-3500

State of s k_\
office: of the governor
<JurrE-vu

March 11, 1994

The Honorable Rick Halford
President of the Senate
Alaska State Legislature -

State Capitol
Juneau, AK 99801-1182

Dear Mr. President:

Under ihe authority of art. Ill, sec. 18, of the Alaska Constitution, Iam transmitting a
bill relating to certain study, publication, and reporting requirements by and to state
agencies. The bill would eliminate certain reports and amend the frequency with
which other reports are required to be made. The bill also relates to certain fees for
reports by and to certain state agencies.

The bill would stream line the adm inistration of state government by repealing the
requirement for certain reports that study has revealed are unnecessary orduplicative.
Additional efficiencies can be gained by changing the mandatory reporting period for
certain other reports from annual to biennialin specified situations. All of these
changes are primarily designed as cost-saving or efficiency measures. None of the
changes would reduce the flow of information necessary to the effective execution of
governmental responsibilities or the monitoring of executive branch activities by the

legislature or the public.

Finally, some of the reports duplicate information already subm itted as part of the
state budgetprocess. Savings will result through more efficientuse of state personnel

formerly assigned to the production of these reports.

This bill is good for efficient government, and lurge your consideration and supportof
it.

Governor
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Senator Jim Duncan

Alaska S tate Legislature

Alaska State Senate -

State Capitol  » Room 119 < Juneau, Alaska 99801-1182 « (907)465-4766 < Fax 4654748
MEMORANDUM

D ate. May61994

To: Representative Eileen MacLean, Co-Chair
Representative Ron Larsen, Co-Chair
House Finance Committee

From | Senator Jim Dungan

subject  HCS SB 70 (STA), an act establishing a loan guarantee and
interest rate subSidy program for assistive technology.

Thank_ you for scheduling Senate Bill 70 in the House Finance
Committee._ This bill estaplishes the Assistive Te(f %?gﬁl Loan Gu?]rantee
Program The program will assist ﬂersonswnh 15a0 es to urchase
durable e%mpment adaptlve alds, a da55|st|ve deV|ces to obtain or
maintain Mymentorto ive more independ ent% SB 70]s subst?nttaII}/
5|m|Iar to a Ill'which was heard in the House HESS committee earlier this
year, H

The lorogram will aIIow the Division of Vocational Rehabilitation to
Puarantee 0ans or reduce the Interest rate on Ioan? from private lendin
nstitutions to make th epa ments more manageable for cons mers. Based
on a study of comparable programs natlonwme the Senate La %r and
Commerce amendments to SB 70 clarify the respective responsioiljties of
the lending institutions and the Divisidn of Vocational Rehabilitation.

Applicatjon for a loan will be made directly to a Iende institution
which will evaluate the credit-worthiness of the individual. [t the
|nst|tut|0n determlnes the |nd|V|duaI with a dlsablllty can repa the Ioan
retiueste utongwn a lower Interest rate or a oanﬁuarant e, the bank

| refer the borrower to the Division ofVocatlonaI Refabilitation for
assistance from the Assistive Technology Loan Program.

The D partmentofEducatlon suploor%s this bill. Under SB 70 the
funding fort e loan program is primarlly from federal ?rants which are
anticl ate to contlnue INto thef reseeable future. g (s e
Assistive Technology Loan Program would sunsetl federal fun S Were no
Icingeravallable SB 70 also %Ilows the contrtbutlgn of private funds, angd

already two Anchorage area banks have,indicated interest In contrlbutlng
funds prompted hy the federal Community Reinvestment initiative.

| respectfully urge your prompt and favorable action on SB 70.
Attachments
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Proposed Loan Program - Coat'd 2-

of the disabled person such as adding a wheel chair lift and/ar by installin
hand controls. R/Vith a ?ew exceptionsg, these alterations are Wlthblx the pres%nt

$5000.00 limit

s there a.neod fora.loan program in the first pIaCE? .
Persons with disabilities occupy the same economic range as the non-disabled

population. Most (60%) have an adequate income to méet most of their needs
and are sfufflmen_tly above tf(]jebofflm%l_po_\aertyl\l/levg] to preventequipment and
services from peing provide edicai edicare,

T%ereels a mn?cﬁﬁe 3rgup 822%)“40 are W|t%5n_125% of poverty level and who
may qualify for some services butnot all the time. Thebottom level (21%) are
fully qualified to receive public assistance services.

|t Is the two top groups who find themselves liable to pay for a device outright
butwho could well.manage to repay a loan that covereda period of six to
eighteen months. This is a significant portion of the disabled population.
Many of these people (128%) have accumulated some money (20.fo 50%) toward

the purchase of technology and need to borrow only the remainder.

W hatbenefits, if anu. do the state and the taxoauergetfrom such a
urogra

Several. Assistive Technology is used to keeP, disabled people tndependent_of
full time care in a nursing home or other institution. Technology is also used
to configure a home or apartment to permit an institutionalized person to
become mdeRendentan ive on his orhey own. The savings to the taxpa&/ [
are In the hundreds ofmillions of dollars (See U.S. Deptof Ed. Study, 1991
Secondly, many disahled persons are able to obtain a part time or full time job
by mastering some of the more sophisticated technologg such as computers
and the myriad tasks these devices govern. Cottage Industries abound in
everything from furniture and small i\g;t)llance repair to full scale advertlsm%
and research services. Others are able to go to work by getting a better wheg
chair or by having their cars configured to meet their needs. At least 30% of *
all loan applicants wanted to use technology to get, keep or enhance a work
situation. 'Wnrkfng -people nay taxes.

Alaska has a lotofunique conditionsnotfound in otherstates. How will
the LoanProgram work here !

The I%ska DIVISIOﬂ,OfVOC%tI?nM Reha?llltdatlon will serve as the operator of
record for the Assistive Techn ogiy loan Tund, DVR has extensive experignce in
growdlng comprehensive rehabi |ﬁat|on services to pfoBIe throu%hout the
tate. In addhnon to a professiopal staff. DVR can call Upon the Yalents of
volunteers who serve on several adwsorY boards apd commissjons angd the
active support of a large number of employers, including banking institutions.
In recent years, the Division has made several major chan_?es InIts operatin
methods in r] effort to better serve the disapled community in the Bush an
to more quickly process applications for assistance.



Tech Loan Program on the line
LegQS\'ature to 8ecr|]21e thtis year

If the Legislature OK’s the proposed Assistive Technologzy Loan proc{;ram,
Alaska WI||_{OIn_ 42 other states that provide loans for needed Technology to
persons with disabilities.

. Alaska's loan ro%(ram will offer some plusses for borrowers notnormally
available in regular bank loans, Dependlng[u on individyal circumstances, the
Loan Fund may guarantee the loan for up to 90% of the face value or will lower
the interest rate or principal the borrower has to pay by "buying down" a
;f)ortlon of either. These special features will permita lot of peaple to qualify

orneeded loans.

The Loan Rro?ram isnot a free ride, however.  Borrowers have to have
exhausted or be inelegible for other forms of cash assistance, such as
Medicaid and presenfa reasonably decent creditrating plus have enough
income to pay back the loan. Alotof disabled Alaskans have incomes and
many are employed butthe¥_maynotmake enough to lay out three or four
thousand dollars all at one time, None of the people, in this group are eligible
for public assistance. That's where the loan program comes inand whyit fills

a gap.

The loan fund will be operated by the Division of Vocational _
Rehabilitation who will develop regulations and create an operating committee
to work with nanks and creditunions and to make sure that everyone eligible
hears about the program

. The chances of the loan program's success in the legislature will be
increased if people who like the idea of a loan program forassistive technology
will write or call their representatives in the House and Senate. This is a
"people” bill and the people will' have to see that It gets the support it needs.

George Haynes
276—%801y



Forward

~Asof October 1, 1993, there weie 42 technology loan and grant funds in the
United States, Of these, only three are Wh0||¥ capitalized with N.L.D.RR. funds. The

remainder utilize (1) appropriations from state legis|atures, (2) bond Issyes, or
(3) other state argd)fe%peral? funds which pre-ems?ed for pro r)amsfocusmg on other

concerns, such as education, housing, employment, and small business support.

Each.of the existing programs have added Supportive Technology as an
Integral option.  While not sPecmcaIIy reserved for handl,cap,i),ed Citizens, these
Pro rams have made an_extra effort to advertise the availability of their respective
unds within the community of the handicapped.

_Several proposed programs have been unable to muster the necessary
legislative supé)ort to Initiate an IndependentTech_nolog%Loan program but continue
towork toward that goal. Two states have determined that their best opportunity to
achieve their goals fie In t[;]raftlng a specialized technology loan program Into an
existing loan flnd willing to cooperate.

. Technology Loan programs, perse, have existed only since the middle of 1991
so it Istoo soon fo rendera Verdict on their success,or failure. From the data thus far
made available to this study, there are several positive signs. Default rates for the
three N.LD.RR. programs hover around 3% which bankln% officials consider to be
more than acceptlble. |nother states, legislators who ha orlglnaIIY,prowded only
cautjous or even, rud%lnlg, support have raised annual appropriations to Include .
administrative cosfs and. none case, a loan-by-loan remuneration thereby maintain-
Ing the fund's full level.

The key to success appears to lie In the administrative mechanisms established
at the outsetand methodically pursued Ineach and every loan or grant. Expertise In
banking Isan Integral part of all successful loan Programs as well as the ability and
willingriess to provide client counseling, In the fields of technology use and personal
finanCial planning. Where these were lacking or - as Inthe case of New York, missing
altogether - the programs were far less successful. (New York's loan program Isso far
from the norm that [ts depressing statistics have not'been factored Into fhe running

averages listed In this study.)

For Alaska, there are many aspects of these programs worth emulatln? once
the loan fund Isestablished. Planners must also consider the potential gains To be
made by encouraﬁlng the addition of speclalzed tecnhology loans and grants within
existing programs Ineducation, housing, labor, and small buSiness development.

Vocational Rehabilitation programs have done much to reduce federal and
state costs in public assistance, medical care, and. transportation. B addm%_one
more O?IIOH to the existing services DVR offers, a significant segment of the Qisabled
populdtlon will be able to'achieve greater Independence and enjoy the option of
employmentand a more productive and satisfying life.

George W. Haynes &Associates



G eographic Distribution of
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"A Denotes location of participating loan program. In many cases, there is more than one participating loan program per location.



Part 1

Tech Loan Programs
Legislation, Administration, and Operations

n A\

1. Common Factors ,
There are 42 specialized |oan Rrograms presently operating In the US.
After five years of operation, theré appear to be five basic rules for success:
A. The applicant must be disabled under existing state definitions.
P. The alppllcantmustto be able to repa}/ the loan. .
J. The Technology must be appropriate to the consumer's disability.
D. The loan fund must be the sole remaining source of financial hefp for
eligible applicants. (Last Dollar conce t?
E The fund must be able to receive funds

To which this study adds a sixth axiom In two parts: , o
F. () Financial counselmrg before and during the loan cycle will assure a signif-
icant reduction Inthe default rate and provide the applicant with some
Insights Into personal financial planning that will materially enhance his or her

ability to achieve and maintain Indepéndence.

(B) Resource Review. Since most of the AT loan progzrams utilize the “[ast dollar"
concept. Itls Important to determine whether or not the applicant may

have other Fotentlal resources Inthe community. A professional review of the
applicant’s Involvement with state and federal agencies prior to the loan
application may reveal hitherto unknown resources that can meet the client's
needs Inwhole or In part. It must not be assumed that every applicant Is fully
aware of all of the possible assistance programs that may be available, Maine
discovered that full¥ 10% of those, persons applying for an assisted loan met the
bank's criteria for a Tull-rate unassisted loan.

Information and Referral -a hallmark of N.LD.R.R. - would appear to he
a necessary adjunct to any Assisted Emplpymentand,Technolog?y Loan,
grogram. he present activities of the Division s Assistive Techno oay Unit may
e 3 key component inall loan applications and ,E)Srocessmg. | &R'lsa never-
fitsand starts depending upon

rom any leg  source.

ending job and gne that Ismost often subject to
funding availability and central planning concepts.

L Legisation

The hills before the Alaska House and, Senate are essentially a_bare-bones, . .
framework upon which to build the appropriate Loan and Grant.activitles the Division
feels will be most beneficial to the person seeking an assistive device and to the
Division In being able to discharge Its duties to the general public.

Inarriving at suggested language, five (5) state loan programs were reviewed.
Loan administrators weré contacted with requests to comment on the usefulness of
the original statutory language and the kinds of problems generated which might
have been avoided or ameliorated had the statute been worded differently.



-

There was universal c jreement on the following statutory requirements:

A. The statute must contain provisions clearly Identifying the program asa
loan program with all of the necessary language requiring evidence of credit-
worthiness on the part of the applicant whether as an Individual or organization,

B. Organizations borrowing funds must demonstrate clearly that the loan will
benefit one or more Individuals with disabilities and require’such organizations
to specifically detail the need, uses to which the techology will be PUt’ and the
kinds of program and Individual support that will be provided over the lifetime
of the loan. "Individual borrowers should have a priority, unless othewlse stated.

C. A Governing Board or Commission must have. the following powers:
1 Ability to negotiate with lending Institutions to establish loan
duration, Interest, and service charges. _
2. Ability to "buy down" either prinCipal or Interest for any given loan.
3. Ability to write regulatmns (t;ovenlng the above and any Grant
provisions authorized by statute. _ .
4. Ability to contract with other appropriate Individuals and .
organizations to provide loan application services, Including Initial
credit check, technology and financial counseling, and post-loan
services as needed, "
5. The Board or Commission mav not delegate Its powers of loan
approval, modification of the loan terms, forgiveness, or default
activities. A contractor, Ifany, cannot chang e the rules cn Its own,
6. Ability to receive from any legal source. Including the United States,
funds arid support for the program.

D. Ifgrants are to he autharized,_these must be limited to a fixed percentage
of the"total available loan fund. Two states began with a 50-60 spilt between
loans and 8rants and both now regret It. For Initial capltallztlon of less than
$100,000.00, only 10% of the fund 'may be the appropriate limit. The statute
can. Ifdesired, seta series of Incremental Increases In the qrant-loan ratio
based upon the amount In the fund at some fixed date (July 1, for example)

and amended by the default rate for that year.

E The statute should authorize the admlnlste[m? Division or Agency to setand
recover administrative costs - where funds, exist for this purposg or may he
acquired In the future. A loan program without such mechanisms wilf forever
require the Division to absorh such™costs either directly. Indirectly, or under the
table. Forexample, a portion of each recovered loan may beproperly |
charged to Administration - usually 3% In the commercial market - and while
these funds will hot Initially cover the costs of administration, as the fund gnrows
and the default rate decreases with experience, this pool of monjes can be
meaningful gver the years. At this time In Alaska, It Isdoubtful If the Division

can successfully seek an agpro riation for this purpose from e Legislature, but
the enabling legislation should be Inplace for future use.

F. Reports. The Division (or the Commissioanust make an annual report to the
Legislature on the loan program detc'Ur.g the number of loans made, the pur-
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ses to which each have been put the number of defaults, total earned Income
from all loans. total In the loan fund from repaid loans plus an% grants or dona-
tions received during the year p receedlnq The default rate should be
compareq to that presen y experienced In the commercial market and/or
other, similar loan pro grams In other states, If known, {Seekoutthese data)
The Division may also ish to detail administrative costs and the means by
which It defrayed these charges - or again, you may not.

Virtually all of the Leglslatlve Aides who are familiar with this program stated that they
would best be able drafta clear and understandable statute if the authors would first
state their desires In clear unequivocal English rather than attempt to emulate the
Byzantine language of the professional statute Writers.

This raises the question as to why statutes themselves cannot be written In reasonably
clear English, Some suggested Loan Program components follow:

.. Rehabilitation Revolving Loan Guarantee Fund
Sec. 100  Definitions
Sec. 200 State Loan Fund, establishment of Loan Committee
Sec. 300  Nondiscriminatio
oec. 400 Limit on State Liability
Sec. 500 Excess applications; priority
Sec. 600  Purposes for which loans may be granted: limitations
Sec. 700 Payment of Funds
Sec. 800  Participation of Private Lenders
Sec. 900  Maximum amounts of single loan: criteria

Sec. 100 Definitions:
For the purpases of this Act:
(D) Assistive Technology Device means any.item, 1plece ofeqmpment or
product system, whether acquired commertially off the shelf, modified, or
ustomlzed that Is used to_Increase, maintain, or |mprove functional capa-
||t|e50 Ind |V|duaI3W|th disabilities 29USC 220 2
|V|duaIW|th Dlsabllltles means an% Individ
AW oIs N ered to have a disability or andlcap forthe pUrposes
of any Federal law. ncIudln? the Social SecuntxAc of 19
B. who_Is orwould be enab ed by assistive tec nology to achleve or
maintain a greatey level of unctmnmq In any |eact|V|%/ Inc ud|
the persuit ofassisted or Independent poyment % Stat 1048)
Department—means the D partment ofEdu ation, the Commisioner
tero his ass n(\] designees, orsuccessors t)
Division - nfeans the. Division ofVocatlona Re abilitation, the Director
hereof, his asmgns desi nees orsuccessors in function,
Quaélfle Borrower -means any Individual or non-profit Qpr oration (In
thatorder o recedence ).who demonstrates that the loan will assist one or
more persons W|th disabilities to Improve Independence or become more
productive members of the community. Borrowers must demonstrate
%redlt \{\{orthlness and repayment ability to the satisfaction of the Credit
ommittee
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5 Lendlan Instifution -any Bank or Credit Union Ilﬁensed by the Federal
Reserve Bank of the United State? or possestng a Charter from the Diyision
of Banking, Alaska Department of Commerce, and in good standing with same.
6. Non-Profit Corporation -Any entity Incorporated under the Laws of the
State of Alaska or licensed to do business therein, AND so designated b

the Internal Revenue Service under section 501 gC?(B) of the Internal Revenue
Code and Ingood standing with both the United Statés and the State of Alaska

200 Loan Fund: establishment, and creation of of Loan Committee

Sec. 1 Loan Fund ,
- There Is established within the Degartment of Education a fund
entitled, "The (Supported Employment and) Assistive Technolo?y Loan Fund."
-hereinafter called, “the fund"-whlc 1 shall'be used to provide [dans (and
%rants) to qualified horrowers within the State Inorder to acquire equipment
designed to assist die borrower In achieving independence, malntamm?
inde end(fnc,e, and/oc[ Ins,upport%d or Independent empIoYJment. The fund shall be
eposited with and administered Bthe Department orEducation with, as necessary,
the assistance and su_pP_ort of the, Departments of Revenue and Administration and
shall contain approPrla lons provided for that purpose by the State of Alaska, the
Federal Government, and any other legal source of fund$ that may be available in

any given fiscal year.

.. 9ec. 2 Administrative Expenses: Costs and exPe_nses of maintaining, .
servicing, and admlnsterlng the Fund establlshe%bg his chapter may be paid out
ofamounts In the fund or Gefrayed by other establiShed means.

Sec. 3. Loan Committee _ . _
. A Establishment. There Is established within the Department of Education

Division of Vocational Rehabilitation the Assisted Technology Loan Committee which
shall consist of not less than three (3 nor more than nlne(Q% members composed as

follows:
_ The Commissioner or his deS|anee,,an exrﬁ)erlenced consumer lending
specialist (Banker or other), and a Vocational Rehabiltation Counselor to be chosen
tc);ythe Director of the Division of Vocational Rehabilitation and submitted to the
overnor for formal appointment. |f more than three (3) membpers are appointed, the

remainder shall be_persons with disabilities appointed by the Governoy from a list
submitted by the Commissioner. This Commitiee may be located within the
Governors Council on the Employment of the HandiCapped at the option of the
Governor_or within other existing advisory bodies serving (he Department.

B. Terms of Office. Members of the Committee shal be_alopomted, fora term of
four (@ years. Vacancies occuring on the Committee shall be filled Ina like manner

overning original appointments. _ .
’ C.gDut%Jes 0 pre Committee -The Committee shall have the following powers

and duties:
Reel tofMone¥ nd Pro er[w. The Commi_ttef maya accepf and
evises from any source., including funds from the
Federal goverpment otr ang of Jts subdivisions.

(@
receive gifts, r)ants equests o

.. (@ Contracts. Tne committee may, with the approval of the _
Commissioner, enter into any necssary, c?ntr_act?_and agreements with apﬁropnatﬁ
state and community based a%e_nme_s, Including licensed lending Institutions, ‘for the
purposes of discharging the obligations of this Statute.
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_ @ Administration and Advice. The Committee shall, under regulations
established by the Diiector, administer the Assistive Technology Loan Program
established by this chapter.

(A%Rules. The.Committee may, promulgate, with the advice and
consent of the Director and in compliance with the Administrative Procedures Act.
such Regulations as it deems necessary to efhciendv discharge the duties and
obligations enumerated in this Chapter, m_cludln?, but not limited to, the setting of
loanlimitations as to amount on any indjvidual transaction, the settlng of limitations
on any Grant that may be requested, and the establishment by contract or other
valid means, remote processing mechanisms for the receipt of loan applications,
Initial processing, credit checks, and financial counseling for qualified applicants, as
necessary.

Sec. 300 Nondiscrimination. State guaranteed lpans made pursuant to this chapter,
shall be made without regard to race, color, creed, sex, age or handicap.

Sec. 400 Limits on Liability. The total amount of all outstanding debts, obligations
and liabilities which may be outstanding under the chapter is limited to the dmount
contained in the Revolving Loan Fund and die state shall not be liable beyond that

amount for any purpose.

Sec. 500 Excess Appllcadans, PrlorlOes. _ _

. The Department shall establish priorities for the awardmg\ of loans which shall
be in effect at al] times but especially when the total number ofloans requested
exceeds the available dollar amount’In the Fund.

Sec 500 Purposes forwhich loans may be awarded: lImitadons o
Loans m? be awarded to qualifying borrowers for the purposes, including

bhut not limited to, the.following: _ ,
D In |V|dua_?lnagependence. To assist one or more persons with

disabilities o |mJorov,e thelr_lndegendence or to achieve Independence through the
purchase of appropriate assistive technalogy. _ _

. (2 Productive Members of the CommunltY. To assist one or more
persons in achieving a measurable degree of productivity, whether for wages or not,
In their respective communides.

lellsal(_jgnﬁ: may not be granted for the purchase of motoy vehicles, boats
: 1€ pU )
or aircraft, alt ou_gﬁ ﬁ1e n}/eans 0] 9nod|fysuch m&s Inorder to maLe tﬂem useag‘e
to the individyal IS authorized. o
gﬁ} Loans may not be granted to an mdmdualorgrou that has oth”r
means to acquire assistive'technology and each applicant shall Certity that no other
s%urce exists at the time ofalopllca 0n to provide assistance for such ﬁurchases.
The Committee may, by requladon, require other evidence indicating that the Loan

Fund Is the sole remaining potendal source of assistance.

Sec. 700 Distribution of Funds. . _

_ Fund_sdlstrlbuéed to any a[)(]ee shall be paid in accordance with the
Administrative Procedures Act'by the Department of AdminlstraUon upon receipt of a
valid authorlzadon from the Division and by no other means.
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Sec. 800 Participation of Private Lenders. =~ . _
_.Loans will ordinarily be made by qualified private lenders with the Fynd
providing a guarantee of éither principal, Interest, or both, as may be expedient.

In entering Into any written agreement with a qualified private lender, the _
Department shall clearly Identify Joint liabilities to be incurred, Including the sharing
of loss of Interest payments In anK default that may occur. Private lending.
institutions may not’demand a wholly risk-free contract or other relations IR with
the State but nay be reimbursed forall reasonable administrative charges that may
occur which shall be taken from the interest accrued on each loan.

Sec. 900 Maximum amount of Individual loans. o

The Division may set a maximum amount for each loan, taklng into account
the balance of the fund, the demand for loans, and the default rate for loans
outstandm% In no case shall any Individual loan exceed ten (10%) percent of the
total available In the loan fund af Its Inception or at a given anniveérsary date to be

set by the Department.

Comment;

Loan legislation and the accompanying departmental regulations should have at
least the major topic headings listed above. _ ,
Strict limits on State liability and a clear set of priorities In the processing and gr,antm%
of loans must be set. Section 800, ‘Participation of Private Lenders" faer desCribes the
relationship between the Division and the banking community. This Includes a set of
definitions'and establishes the Joint liability of both entitles In dbsorbing costs associa-
ted with defaults. Banks stand to make money on these loans and therefore cannot
be wholly absolved from some deq_ree of risk. " Most banking Institutions accept such
language which, In the case of California, was added aftera number of painful set-
backs and confusion about the relative responsibilities of the State and the lending
Institution. When In doubt, put It In writing up front and without equivocation.
Anything else will lead to the loss of good will and may Involve litigation.

Regulations

Logn programs, particularly those aimed at a sEecmc grouP, need a good set of rules
for everyone to understand and follow. . In Alaska, es?epl_aly, where advocacy .
groups representing a wide varlet;{_ofdlsabllltles exertvisible Influence, the Division
will want to craft a series of requlations that create a level playing field for everyone -
Including those Individuals who do not have - and may notwant™a close relationship
with an advocacy group. Rural residents can easily bé overlooked In any_pro?ram o
service and this loan program will be no different unless the Division consciously takes

that significant segment of the disabled population Into account In Its Initial planning.

Concerns to be Addressed bv Division Staff

1. Processing Time. A major complaint In all assistive technolo%yloan programs Is the
amount of time taken to approve a loan once the application has been officially
filed. Since AT Loans require not only a credit check from one or more of the thrée
national credit re?ortlng agencies but some Investigation Into the possibility of
locating another funding source as well as some degree of pre-quallficatlon to use the
selected device, there will necessarily be a slightly onger period of processing than
might normally take place Ina standard commerCial Idan. How this process ¢an he
acCelerated without'loss of data should be an ongoing concern.
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2. Reaching remote or underserved areas. This factor has been mentlonedlprevmusly
but deserves a special emphasis since many Eotennal borrowers who are without
other financial means may well reside In Alaska's vast rural community. Their Individual
Incomes from federal and state disability sources may be sufficient to'repay a needed
loan and many have other casual resources that could be utilized for this purpose as
well. The problem Is,?l_) reaching this group, (2) educating them about the program,
F3) assisting them In filling out thé application, and, (4) arranging for a commercial
ender to make the locn’Inan area which may not have a banking Institution or
branch readily at hand. A rural outreach component In Alaska Isrecommended.

2. Use of VRC's or other Division Personnel to pre-qpprove requested technology..

A. Background,
All threegstates usmg NIDRR funds exclusively and the State of Maine which has a
$5,000,000.00 bond fund, stated that borrowers must be ore-auallfled In the uses.
Includlnq the limitations, of a desired assistive devices. While consumer control of
serviceslsa growing reality In most VR operations, there Isan unfortunate history of
wasted morey ha\_/mq been spent on technolo?y the consumer wanted but that later
E_rove,d to he Unsujtable or even counterproductive to the client's recovery. Lending
ibraries of Technology are one means of determining the actual usefulness of a
device hefore the complex ?roces,s of grantlng{a loan isinitiated. Whatever system Is
ultimately set In place. ftmust take into &ccount the consumer's perceptions halanced
by %he asselssed needs of that consumer on the part of a rehabilitation or health
professional.

B. Considerations and Challen(t;_es. _

States with substantial populations were able to locate and pay fora professional loan
mana?er to oversee this process while others found the necessary expertise In their
Departments of Commerce or Revenue (Treasury) One, (V|rg|n|a¥had an In-house
;ﬁrofessmnal already on the staff byt serving In dnother capacity. L

wo states utilized their VRC's for this purpoSe but are concerned that In dealing with a
group of persons no longer eligible for VR services, any time spent on thls%roup may
not be properly chargeable to any exisiting RSA (Rehabilitation, Services Adminlstra-
tlon) categor% (Statuses 10 to 30) “The DiviSion may elect to utilize one_or more of Its
grantees for this purpose but It Isdoubtful If many of these agencies will agree to
perform these services pro bono and there are no administrative funds for this purpose,
Itma%/ be necessary to tEraIn at least one employee In the Intracacles of small loans
and their administration. This person. Inturn, can supply TAto others In the Division and
elsewhere as needed.

3. Semi-annual and annual review of operations. N

A tracking system must be developed so that the strengths and weaknesses of Initial

grogram operations can be analeyzed and amended rom?th/ as needed. There wil
e thanges: all loan programs réport that despite their best Initial efforts the realities of
the actual foan prograni operation dictated a number of changes, most of them

minor bur all of them necessary.

4, . Funding SourcesOne of the duties of t )
the location of other fiinding sources to replenish the fund. Contacting other states
with similar programs for guidance Isrecommended.

he committee or loan working group must be
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Locn Program Models

There are seven variations in providing loans for Assisted Employment and Technolo%y
to persons with disabilities. While all options have heen defined In the Glossary (Part’,
2), the Division of Vocational Rehabilitation need consider only three of these,
given the limited ca,ol,tallzatlon of the Initial Joan program Itself and the decision to

avoid a direct, revolving loan program within the stdte executive departments.

These are:

1. Loan assistance through an Interest or principal buy-down arrangement with
private banks.

2. Loan assistance through a guarantee program administered by private
banks or other private lending Institutions, and,

3. The Division can 'package’ loans for private hanks to administer without
subsidy or guarantee.

Discussion:

1. Principal or Interest Buy Down. _ o

.. This model builds on the principle that sponsoring organizations can leyerage
their limited funds by attracting the financial parUmPatlon of private banks. One time
loan funds are used to "buy-down" the Interest rate that would otherwise be offered b
banks at their standard commercial lending rate. Forexample, Ifthe standard Interest
rate for loans of this type Is 12 percent, the Division might choose to reduce the
effecftlve Interest charged.to the borrower to 8 percent by paying the 4 percent
dlffernce to the bank. Similarly, the Division might chooseé to fedlice the principal by
some fixed percentage Inorder to reduce the total Interest and principal payments.
This method expends only a fraction of the total loan value for each loan which acts
as a multiplier for the original loan fund capitalization.

2J0.00 Guarantee Program _

ThisIsanother leveraged loan program but differs from the Buy Down
approach ln that, rather than directly alter the Interest or principal chiarged,
the Division would %_uarantee the loan Inthe event of a default, This guarantee
might be for the entire amount or for a percentage of the principal and Inter-
est, depending upon the a%reem ent negotiated hetween the Division and the
cooperating bank. This method Isto be preferred where () there Isa fixed
amount In the loan fund which Is unlikely to be replenished bg gither State or
Federal funds on-an annual basis, and, {2) the Division has Instituted a good
credit evaluation system for all applicants.

3. The Packaged Loan Program. _
. Thismodel Is premised on the fact that. In some Instances, the only barrier to
private fmancmﬁ; Isthe belief on the part of most banks that It Isnot profitable to make
a relatively small number of loans for'speclalzed Items. If this proves to be the cagse,
the Division can "package" a number of small Ioans_by pre-screening each applicant,
writing the loan Instruments, and delivering the multiple loan package to the bank all

%
\
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neatly polished and readY_ to go. The hank therefore has zero administrative costs In
the p_rocessmg of,ihe a[ﬁﬁ ication and may feel ﬁhat the reSI]JItant loans will meet Its
criteria of profitability. This model Is not urilversally applicable but should be
considered as another method of encourage {J_rlvate lending Institutions to enlarge
their customary loan portfolios to Include Assistive Technology.

Which Loan Program Model s Best for Alaska?

There Isno single program that can be said to he universally applicable to each and
every borrower or gedgraphic region. The Division can mixand match any number of
approaches In reachlng an accoomodatlon with private lending Institutions. The
exact method and model should be left to the regulatory authority of the Department
rather than defined In the statute Itself. Statutes are written In stone; regulations can
be amended when and as needed.

The Role of Banks and Credit Unions.

A general discussion of banks and banking isIncluded In this study. In Alaska, banks
have tended to concentrate their locations and seivices within the major market
centers.0; Anchorage and Fairbanks. Juneau Isalso a major market area consisting of
the fishing, logging, atid mining as principal users of banking services. State funds,
too, are & major factor In all banks. Branches of some - butnot all - major banks are
located throughout ine state In such communities as Nome, Bethel, Kotzebue, King
Salmon, Cordova Yakutat, Wrangell, Sitka, and Ketchikan. These towns often serve as
service centers for the surrounding areas they dominate and small village banking can
be done through these outlets. Banks with branches In the bush should be contacted

during the Initial planning phase.

Given the Incentives that Congress has mandated Inthe ‘Community Reinvestment
Act-among others - banks are generally receptive to the kinds of loan. Fackages
listed above and In the apRendlx. Some of the newer banks appear willing to
co-Invest with the state with both sharing risksand rewards. This method should be
explored Initially as a means of further léveraging limited funds.

IniHal Planning and Es+ablishina Banking Relationships

A Ot_her_TechnoIog¥ Loan Programs

The, Division will want to review other studies of the Supported Employment and
Assistive Technology Loan Programs before It begins Its planning to Implement Alaska's
own loan pro?rams. IncludedIn the Appendix ISa completed Study by the
Commonwealth of Virginia that lists major findings which are summarized In this study.

B Contacting Banks - o . . -
The Division V\%” want to Initiate several meetm?s with all major lending Institutions and

may best accomplish this by see,kinlg Letters OF Interest throuPh the normal bld/RFP
process. These talks will be Crucial In the creation of workable regulations and
consumer access to loans and grants.
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C. Review the Tech Act States Loan Programs _

[t should not be necess,ar¥ to reinvent the wheel - although many states did exactly
that when cieatng their Tech Loan Programs, forgetting or overlooklnq the fact that
there were many éxisting models for this kind of [oan program, some ot which have
been Inoperation for 20°years. While Alaska has some unique asPects In terms of
population concentrations and geographic Jmmensity, Itisnotall that different from
other states with sizeable rural oRulatlons with limited transportation and
communications capabilities. Where parallels exist, these should be noted and
emulated rather than make an attempt to devise a loan program from whole cloth.



Loan Process - from Application to Approvall

The actual process of applying for and receiving a loan Isdescribed below Insome
detail because there are differences between normal bank loans and tech loans.

A. Notice of Avcilabilltv of Specialized Loans o _
Information about the program Issent to all VR organizations, non-profits, and
often placed Inthe media as well. A widg variety of pam%hlets and other
rinted material Isproduced. (See Appendix) As with most helping pro?rams,
he emstmg formal and Informal networks have proven to be the most reliaple

method of speeding the word to the people who will make use of the service..

C. Eligibility Restrictions L _ _

1 All'of the loan programs require evidence that that the a,opllcant I (1) dis-
abled and, (2), can repay the loan. Most states additionally require evidence
that the applicant knows énough about the device to make'good use of Itand
has at least tried ltout, either through a Lending Library, or In Conjunction with
Job or rehabilitation training.

2. Most states follow the 'last dollarLconcept for their loan Brograms. The
applicant must prove that no other funding source Isavailable to acquire the
technology - or that the a source has requirements that the applicant cannot
meet - béfore the loan agency will process the application.

All states require proof of rejection from agencies such as VR, Medicaid or
Public Assistance. ,OnIY three of the states surveyed, actually conduct a file
search of the applicant's history with helping agéncies to prevent possible
misuse. If Alaska adopts the ‘Ldst Dollar concept, thought must be given to
a routine agency file'search to avoid the kinds of duplication that Inevitably
creep Into Such programs.

fAllllsta,tes route applications through a screening board to determine the
ollowing:
19 Ability of the ApP_Iicant to repay the loan. ,

0 2. Reasons for wanting to purchase the devlice(s) or services.

iscussion:

1.Flve states use VRC's, orthopedists, vision and hearing specialists, etc. or
similarly trained professionalsto approve the technolgy requested. Where there
Isa conflict between the board and the applicant, an appeals panel makes
a final decision, Qther states require only letters from rehal professionals or
physicians certifying to the need - but not necessarily conflrmlnél the applicant's
abllHy to use or understand the device or technology requested.

2. Credit Checks are made bv all states exce,E)t_New York. States that
guarantee loans made by commercial lending Institutions also pay for the Bank's |

Credit check - which they must make according to the Federal Reserve Act. but since
the loan Is guaranteed, banks routinely approve the application If the guarantor has

D. Processing Loan ApPIications

George W. Haynes & Associates
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pre-approyved the transaction, even though the applicant may fail to meet the bank's
more Testrictive credit criteria for personai or commerciai foans.

3, Credit standards. - ,
Credit standards for technolo%y loans are not as restrictive as those required

by commercial Iendln? institutions. The applicant need only demonstrate the
presence of a reqular Tncome with sufficient disposability torepay a loan, and
a recent history ot paying Indebtedness even If those pasrment_s Were
sometimes laté. Severe credit problems, however, will still require a co-slgner
or lead to re&ectlon. Some loan programs provide credit counseling whic
Isconsidered to be a necessity by an Increasing number of oan Pro ram
administrators. Collateral requirements are those acceptable to the bank.

3. Notification of Loan/Grant approval or disapproval.

After the preliminary data listed above istaken, analyzed and Judged, the
applicant Is notified of the Lending Committee's decision. Ifthe loan has been
approved, both the aﬁpllcant and the lending Institution are notified and the
bank or credit union then Processes the loan routlnel¥, Incorporating any buy-
downs or guarantees Intg the final agreement, If the Toan has beenrejected;
most states offer an applicant an opportunity to appeal or to take advantage
of free credit counseling usually offered by dne or more non-profit agencies:

4. Dyration of Loans _ ,

Routinely, loans are made for periods of three months to eight years,
depending on the amount borrowed and the reBayment schedule negotiated
wit the applicant by the Loan Authority and the bank.

5. Loan Payment. , o

Loans are repaid monthly to the lending Institution In exactly the same way
that commercial loans are handled. The bank provides the'tech loan agency
with a monthly report on the Status of Accounts,

0. Determinin? Payments - Qptions ,

The method of determining Just how much the borrower will pay each month
use the same formula: Disposable Income/total loan amount/useful lifetime of
the chattel/mortality considerations, and_the applicant*s credit hls_togv, usually
determines the length of time the loan will bu In'effect. There isthis difference,
however, with Technolo?y loans: the loan fund has the option of prowdln?

(1), a 100% guarantee of the loan principal, or, (2) reducing the pnnmga

or the Interest bﬁ/ paying a portion of It from the fund which |Scalled a "buy-
down™ In bankirig terms. In‘the latter option, the borrower then has less to"pay
overall wnlch Isreflected In reduced monthly payments. (See definitions, page 1)

7. Defaults, , , ,

Tech Act Loan defaults are handled Identically to routine commercial loans.
That Is, the defaulting credjtor Is notified for two, 30 day periods prior to fore-
closure of the note and seizure of the chattel, (eg. the'device purchased)
There Is this exception, however; The Loan Committee Isnotified after the
first payment has heen missed which will permit them to directly contact the

Georg© W. Haynes & Associates
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borrower Inorder to provide assistance In making the payment by restructuring
the borrower's gverall debt schedule, by locating a guarantor or. In some
cases, persuading the bank to provide a temﬂorary 0 day) morltorlum on
Payments as long as the Interest |s remitted. The funds do not make payments
or'defaulted loans, however, although that Isan option.

Types of Loans and Guarantees.

Briefly, states offer the following services for Assistive Technology Loans

L Guaranteed loans using standard commercial Interest rates through

banks and credit unions. .

2. Loans with either a buv-down on the principal or the Interest charged.

3. Variable rate loans.-at prime or one or two points above - that
depend on the financial ability of the borrower to Bay and take Into account
%R_emal conditions that may affect the horrowers ability handle a regular loan,

is type of Joan Isoffered Solely by the lending Institution and almost always

for substantial amounts (In excess of $20,000.00) where the horrower has an
excellent credit rating and a dependable Income. Payments may begin
at a lower rate and Increase over a period of time or maY remain the same
with an agreed upon lump sum payable at a fixed date later Inthe loan cycle.
This Is called a "Balloon Payment™ and assumes that the borrower's financial
situation will Improve oveytime. Normal Inlarge real estate loans but fairly
rare Intechnology or similar loans. ItIs, however, an option which Isavailable.

4. Loans {0 service providers are made but at Jess favorable, rates than
for Individuals. Usually the Interest rate Iseither at prime or two points above
which Is still better than that available to most banking customers. ,

Regular rate loans, Approximately 10% of the applications received

by the Maine program qualified for a normal bank loan but the applicant
needed assistance In making the application. Once that was accomplished,
banks routinely approved the application. People tend to think that handicap-
ped consumers are necessarily poor but that Isnot always the case. Alaska
would do well to determine those applicants who can qualify fora normal
bank loan before proceeding with a supported loan.

Grants

Some states also make outriﬁht grants for the purchase of techn,ologfy
aIthouqh the dollar amount S ustially much less than a loan. Maine, or
exam£ e, determined that approximately 12% of Its apﬁllcants needed less
than $1,000.00 to purchase desired te_chnolo%y, but whose credit limit for a
loan was less than the cost of the desired techinology, or who had most of
the needed cash on hand but lacked those last feW dollars. In Virginia,
grants are limited.to $500.00 on a one-time basis. ($500.00 appears to be the
Universal choice for grants In Tech Act loan programs. (4 States))

Grants are also used to purchase specialized training In technology or to

pay foran upgrade In technolo?y. $500.00 loans are not considéred cost
effective by many commercial Iénding Institutions - all loans haye fixed costs
regardless 0f the amount -which provided an additional Incentive for tech loan
funds to make provision for a grant program.

George W. Haynes &Associates
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Usually %rants are made where It Isdetermined that the amount will S|(T1n|f|cant-
Ié/a53|st he applicant In the acquisition of technology, notjust help a Tittle.
rants are the "last resort" for applicants seeking technology, not an Interim step
Inthe amassing of money towarq its Purchase. [he grant must purchase a
complete Itemor service, bv Itself or In conjunction With a loan or cash-on-hand

In those states where grants are Included Inthe Technology Loan program,

there Is usually a_history of personal grants for other purposes, such as special
education, housmgi configuration, and skill training. For states with a limited
amount of money In the fund, ap{)rommately 25%"Is earmarked forthe,grant
Program. Only Virginia spilt Its Initial $50,000.00 loan fund down the middle, but
heir loan program Issubject to annual state funding In addition to the ability to
actively seek other funds from private sources. For those states with a one-time
LurPa%ng source - such as Alaska - a less generous grant formula may be appro-

George W. Haynes &Associates



Part 3 - Universe of Need
Page 1

Forward

~In 1991, the Division of Vocatjonal Rehabilitation contracted with the |nstitute of
Social and Economic Research at the University of Alaska, Anchorage, (ISER) to
E_erform a statewide survey of Individuals with disabilities, PeoRle were asked what
inds of disabilities they exi)erlenced, the quality of services they had received which
Included how well they believed their needs had been metand any unmet needs
that remained to be addressed, ISER estimated that there were almost 20,000 persons
with disabilities In Alaska, only a small portion of which were known to state agencies.

_Because a survey of this t){pe, Isnecessarily open-ended (data Issupplied In
narrative form by the réspondent without cross controls assessing "real” versus
perceived disabilities and associated needs? Plus the extreme |ff1cu_|t¥ Inreaching a
representative population sample Ineach, of the state's Judicial Districts, the statistical
confidence level was slightly less than optimum In terms of the kinds of pure SPSS1
formulas usually applied.” Nevertheless, the body of data that was %athered explored
new territories and was Important In terms of whiat It revealed about the concentra-
tion and mix of persons with disabilities, many of whom had not been processed .
throu(_ih the Vocational Rehabilitation sysfer,. and/.or those whose needs were stil
partidlly or largely unmet. Itlsimportant'to emphasize that the findings of that stu_d%/
Were consistent with the accumulated perceptions and data already on hand wit

the Division.

Alaska's efforts were replicated by other states with Tech Act grants which
revealed a number of very real needs, among which were the need for financial
assistance In the purchasg, rental, training, and customization of available

technology.

This studr attempts to predict the number of persons who would Sl_) be eligible
fora Tech Act [oan, and, (2) the kmdsqftechnology that might be most in demand.
Inan Ideal settlngz a study of this magnitude would e backed by a substantial %rant
at least equal to that spent on the original surve¥_._ Since fiscal resources for all vV
activities are limited. Ithas been necéssary to utilize existing data which has been
sug lemented by one national survey conducted by the Un_|ver3|_t|yof Maontana In
1992-93 and historical and current ddta supplied by'the Assistive echnolog% Unit |n
Anchorage. Some degree of control was ﬁ,ossmle y utilizing the Quarterly Cumula-
tive Casework Report for 1992 and 1993 which Isrequired by the Rehabilitation Ser-

vices Administration of the U.S. Department of Education.

Clearly, the absolute accuracy of this p,rol)ection can be called Into question

but we beligve that Itfairly represents the available data and best estimates of

g_rofg_slstl_onals continuously engaged In the provision of services to persons with
isabilities.

In

1 Statistical Program for the Social Sciences. ThOn©used here was designed for MS-DOS(IBM)
microcomputerS with a number of enhancements,

George W. Haynes * Associates
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Princlpal Findings

.Algskgns with disabilities Pre found throu?hout the stote invirtually every town
and village. "Disability statistics for Alaska do not differ markedly from those published
by other States and particularly those In the western US. where population distribution
begins to approximate those found here.

. Most people with disabilities In Alaska felt that they had received useful
services in the course of their Individual rehabilitation, although the maintenance of
these services and the continued need for good medical care and a means to
achieve better Independence were also keéy factors Inthe 1991 survey.

Disabled Alaskans wanted to know more about the kinds of equipment and
technology that was available and, esKemaIIy, the%/ needed to know what financial
resources were available to pay for It A review of the activities of DVR's Assistive
Technology Section In September of 1993 demonstrated that thlslgoal was heing met.
Other relévant statistics are appended with appropriate comments.

What Is ‘Technology? _ o
"Technology” means Justabout an%thmg That can Improve the quality of life f
a person Including off-the-shelf items such as Canes and crutches as well as some o
the more costly technology such as Augmentative Communication systems and
computerized household and workplace controls. "High Tech' comprises only a part
of the. kind? o technolo%y that peaple need to achieve Independence; most of the
things that people with disabilities find useful are not expensive and most of those
surveyed fc't that they had adequate access to these devices and services. But for
those'peaple with moderate to severe disabilities who could be served onlg with
some of the more costly Items, less than half were able to afford them and better than
gg%lé%%l})hat they did not know about the latest development intechnology that

Who pays and how much?
Paying for these Items can be a
e

or
f

—h

rustrating experience for people who make
t00 much monex to be eligible for the federal money E)ro rams of Medicare or
MiJcald but who cannotafford to bug the more costly Items outright from their fixed
Incomes.  Thisgroup - approximately 40% of those with"Incomes above the poverty
line - could manage to qualify for the kinds of specialized loan pro?rams 42 other
states now have l.tplace. These people 'fall through the cracks" of Alaska's otherwise
well des%ned comprehensive assistance system. ‘With thé necessary downsizing of
state Medicaid and anticipated reductions In the overall budgets of'DVR and Public
Assistance, more persons will be displaced from the system.

—

Loan Cabs and Innovatjve Savings. ,

States with exRerlence In Technology Loam have seta ¢ap on maximum loan
amounts based on the average cost of high-tech assistive devices. Thiscap Is.most
often set at S5.CX30.00. Banks and other lending Institutions feel comfortable with this
limitand are more willing to cooperate In Implementing the program without re_(?_umng
100% default guaranteeS. By using the Innovative talents of DVR personnel familiar
with the most Commonly requested devices, costs may be reduced even further by
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Packagln? a device from off-the-shelf hardware and software rather than purchase
he completed unit from a speciality manufacturer.

What kinds ofTechnoIo%y Is Most Requested? . ,
InAlaska, people want 10 achieve some degree of Independent moblllty. This can
mean having a vehicle refitted with special controls which may also Include a wheel
chair liftas well as hand controls. This kind of retrofit can cost dp to $8,000.00 but the
average cost Isabout $2,200.00 to 3,000.00, well within the proposed lean cap. _

Augmentative Communications Devices are second on the list. Thisterm .~
encompasses such things as simple hearing aids as well as complex artificial voice
communicators for persons with a limited speaking and/or hearing ab|||t¥ or range. of
motion. Most of these devices cost from $3,500.00"to $4,500.00. Some of these dévices
will operate a wide range of equipment, Including wheel chairs, computers and
permit the user to ORen and close doors, enter a ramp Into a vehicle or to get Into and
ut of bed and bathtubs.. These customized systems can approach $20,000 to
§40,000 with accompanying hardware and specialized equipment. The Alaska Loan
und cannot meet these needs but there Isa wide variety of professional assistance for
persons In need of this kind of sophisticated technology whereas Persons needing.
some of the,less costly systems have found that their iéeds have lower priorities With
such agencies and nonprofit corporations. Hence,the loan program as a reasonable
answer,

Thirdly, there Isa need to retrofit homes and apartments to accommodate disabled
persons so that they can move around easily, reach kitchen cabinets, ranges, and
refrigerators without needln% help, and to uSe the bathroom on their own. These costs
can range from $40.00 (for hand rails Inthe bath) to over $6,000.00 for a complete
retrofit Including customized appliances. The average, however. In Alaska Isabout

$3,000.00.

Based on the average costs of the kinds of technology mentioned In this report Plus
reports from Virginia; California, Maine, Vermont, and"Minnesota, the $5,000.00 loan
limitwill meet the needs of 90% of Alaskans currently believed to be eligible for and in
need, of technology to Increase their Individual Independence. Thislsnot a hard and
fast fl%ure, however, In most statos and can be amended up or down de endln?
upon the amount remaining Inthe loan fund or demonstrated need to alter the figure
Inthe marketplace. Seldom are caps defined In the authorizing statute.

Where are) the peoPIe located who want assistive technolo%y?
The short answer Isthat people with disabilities are all over the state. Rural areas are a
special concern for service providers and It Is believed that loans,can be serviced by
both the Qlvislon Itself and cooperating banks who er+erinto Indivigual operating
agreements with the Division. Both entitles have either branches, offices, or contacts In
a number of rural towns and villages,

The majority of disabled persons reside In the ma&or communities In Alaska, as would
be expectéd, Jupeay, Anchorage, and Fajrbanks serve as major centers of activity
for persons with disabilities because these cities have the kinds of medical and suppaort
services that many of the more severely disabled need. But there Isanother group of
disabled people who, though less severely handicapped, are still In need of
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technology to make their lives more meaningful and even obtain employment. These
are the people we find everywhere, but esRemaII)r] inrural Alaska. Given the present
statistics available. It Isestimated that rural Alaska hcs some 3.500 such people. This
figure Incorporates formal DVR and Dept, of Health and Social Services statistics as
well as estimates based on past experiences In conducting similar surveys.

In the Railpelt and In southeast Alaska, there are approximately 3.500 persons who
meet the loan e|lgi_lbl|l'[Y criteria and there may oe many more who will come forward
once the availability o1 such a fund becomes generally known. An additional 800
persons reside In thé Alaska's remote rural areas.

In 1992, the University of Montana conoucted a surveP{ of disabilities In rural areas In
the western US., Including Alaska. Their find'ngs parallel those of our own LSER. In
that over 90% of disabled persons reportec rhat Independence - Including the
opportunity to become employed - was . primary concern. Thissame group,
however, reported that less'than 50% of  n had been able to afford or find the
money for the kinds of technology and 0. itinulna training they needed to achieve
these universally accepted goals.

Of this group, 20% reported that they had Incomes that placed them well outside the
boundaries of eligibility for Medicaid or other public assistance. Thisgroup Isthe
primaty market for Assistive Technology Loans In Alaska.

END
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Appendix 1
Banks and Banking

All Tech Act Loan pro%rams_ utilize the banking industry as the primary means
of providing loan services -at a minimum -to applicants for [oans. Several [oan
Programs rely Inbanks as the primary source of funds, reserving their own loan

undl to defray Interest, principal or both.

It is Important, therefore, to understand how banks operate and the kinds of
constraints this major Industry feels have been Imposed on it.

. As the discussign states, "banks deal in money," and money is a commadity,
just like Pork Bellies. Soybeans, or gold bullion. Conimodities have to be Pald for.” If
you buy a $1,000.00 woith of Soybéans %ou have the beans In gxchange foryour
money. Ifyou borrow $1,000.00°from a bank you pay Interest for the Use of'that
money because you have "bought" the money Just as ¥ou have "bought" the
Soybe_ans. Therg |? noihlng mysterm%s aboUt paying Tor Soybeans but money Is
ubiquitous in peoples’ lives while Soybeans are not.



A Note On Banks and Banking

Banks deal In money. That is their expertise and ?rincipal reason for being, To under-
stand the banking Industrﬁ, one must recognize that banks do not make their profits
from checking accc jnt charges, the sale of money orders, or Christmas Club

accounts.

Banks must loan money to make a profit and remain solvent. A bank may have 50
million dollars In deposits, but not one cent of that money belongs to the"bank. All of
those little bank charges In personal checking accounts that so annoy the average
cystomer are nota part of the profit generating activities of il ie bank: They are
administrative charges that In many cases donot fully cover the costs en?endered by
the customer's movement of money Inan Individual account. Itlsonly by Toaning
money and charging a fee for that'service that banks earn Income. "~ IS that simple.
Commercial, personal, real estate, and aytomobile loans account for the bulk of a
bank's Income producing activities. Credif cards are another source of Income, And
banks are always looking for other types of loans that can help them realize a profit,

All of the new laws and reagulatlons that bankers uniformly lament date from 1989
when Congress attempted to correct what It saw as serious deficiencies In banking's
commercial loan processes. With some 2,500 failed banks and Savings and Loan
Institutions as costIP{ examples of “greed unbound". Congress tightened up all around,
making thuallY_a loan processes a_difficult and tortugus procedure. The hill to the
taxpas{,er for balling out some 15 million small and medium account holders will total
330 billion dollars as of 1993. If, as claimed, Congress over-corrected. It thought It had
good reason at the time. Many of these measures are In the process of revision.

Some highlights of the newer laws and regulatlons affectlng all lending Institutions:
(1) Financial Institutions Reform and Enforcement ACt of 1989 (FIRREA'
+ Banks must revise existing appraisal practices to meet federal guidelines
that Rpromote consistency. _ ,
+ | e(iugreskFederal Regulators to make public all enforcement actions taken
against banks.
Grants exceptional powers to Federal Regulators to suspend or remove

bank directors and officers. .
+ Increases civil penalties for some violations to as much as $1,000,000.00 per

day.

(2) Federal Deposit Insurance Corporation Improvement Act of 1991
+ Requires annual audits of all records and annual management reports.
+bF|€_ethJ_res banks to show the current market value of all assets, loans, and
obligations.
+ Ingcreased the amount of reserved capital for weaker banks and amended
theformula that determines the reserves all banks must have.
+ Severely limits loans to bank directors, officers, and employees and
requires an"annual report of all loans granted. , o
+ Increases FDIC Insurance premiums for all banks and lending Institutions.
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(3) Truth In Savinas Act of 1991 _
+ Requires banks to standardize interest rates for savings accounts and to
notify customers of Interest rates and fees, ,
+ Réquires banks to use a uniform type size In ltsads when footnoting Interest
rates or listing exceptions to any advertised service.

(4) Home Mortgage Disclosure Act, Amendments of 1989, ,

+ Requires banks to report more fully on mortgage activities, Including

the ethnic background of applicants and borrowers, lenders decision on the
loan and the antount borrowed or requested.

These and other regulations are the cause of the bankln? Industry's distress and
current lobbying efforts to permit them to act with more Independence and %et out
from under the avalanche of paperwork. - about two pounds a month. Banks have
stated that If they had the option, they could pump some four hundred billion dollars
of pension fund money Intq the Investment economy which, they feel, would more
than meet the venture capital needs of American Industry for years to come.

Banks were not wholly blameless In this matter, During the “‘Commercial Fever" of the
1980's, many banks downplaYed consumer and small business loans almost to the
Fomt of no feturn. Large, mufti-bank loans to fund leveraged buy-outs of national and
nternational companies - RIR Nabisco being the best known - earned these
Institutions exceptionally large Interest payments and the temptation to back even
bigger loans for even bigger profits was Nard to resist. For example, personal bank
accounts were discouraged by a few banks, some of whom tried to eliminate this
tradifional phase of banklng altogether. After the great Savmgsand Loan crash, a
lot of regulations and laws CameInto being to corréct at least the most visible
problems. Atthisjuncture. Banks are strongly encouraged to Invest In their local
communities, keep close tabs on the kinds'of loans they make and. to which ethnic,
cultural or racial group, and. Ingeneral, make a visiblé and realistic effort to serve
persons deemed underserved by the Federal Reserve.

Banks claim that theY would do these things without federal mandates and point to
an overall record of Increased local comniunity Involvement, The excesses of a few
banks and S &L's ought not be used to penalize and hamstring the vast majority of
Iendlntg Institutions that remained above the feeding frenzy that characterized Some
aspects of 80's financial excesses.

Enter the Teghn_ologY Loan Program. _ _
Lendlng Institutions, therefore, are actively seeklng new and befter ways to serve their
local communities within the constraints of?qod usiness practices. But banks are
routinely and justifiably cautious about Involving themselves in Investment areas.
forelgn to their usual areas of competence. Spécial Education, Accessible Housing,
and the Techn_olo%y program proposed here ma wellgrove to be an untapped vein
of reliable profits, but thére Isno track record to date. One of the goals of the Tech
Act loan proqram Isto demonstrate that loans to consumers and Seryice providers will
be a profitable and reliable means of enhancing the bank's bottom line. Thatwill take
time and. Initially, require some safeguards Inorder to attract and secure the banking
Institution's Interést and cooperation:
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Amended Funds to Include ADA Requirements. o

. Some states amended existing funds to include Assistive T_e_c_hnolo?y for the
Disabled as a means of complying with the American with Disabilities Act. Minnesota
has been mentioned In the Housing area, others have added, technology to standard
education loans and three emﬁhas;lze supported or competitive employment
opportunities through the purchose of technology. Tech Act money I>not Involved.

Default Rates:

.Asof the date of Rubllcatlon of this study, default rates avera’\?e 4.2%, not
counting New York whic .hasad]%fault rate of 15%. [Tis.isbecause New York does not
runa credit check on isapplicants. Thsamazing aspect of their loan proPram Isinthe process
of substantial revision.) New York's statistics were omitted from overal computations,

Loan Applications - contents , o

... Most Technology Loan Funds Issue their own loon awllcatlons_. These are
similar -and Insome_cases, |dentical, to the standard small loan application Issued by
banks and credit unions, but contain additional questions conceming the kind of
technology for which the Joan IsIntended and how much the applicant knows about
the devlce&s). Some a IJoll,ca,ltlons plainly state that the applicant will need to
demonstrate not only of|C|enc¥ Inthe use of the requested device, but must supply
a supplemental letter or letters of approval from a rehabilitation agency, employer, or

hysician. States which emphasize consumer k_nowled%e of technology state that
héy have had a long history of purchasing devices that (1) were not Used after
urchase, (2) were réturned because of a"misunderstanding about, Its uses or because
hey were disappointed In the results, and, (3) wer, unable o obtain training,
servicing, or upgrades after purchase. Sample application appended.
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Notes on Loan Forms and Qualification Process

L Included in this portion of the Appendix are two loan applications. One is a regular
commercial bank’s standard application (reduced) _ _

The other is one designed for disabled applicants and requires more details on the
specific kind of technology the consumer wanL to buy with the proceeds from the loan.

2. All of the Tech Act loan programs found that it was necessary to pre-qualify the applicant
in his or her choice of the item desired because all too often the desire was based on hearsay
or froma TV program or word of mouth.

3. The most successful loan programs are in states with extensive “Lending libraries” of
equipment which permitted the app[hcant to try out the requested device befcne committing
to a lengthly repayment process. The default rate dropped dramatically.



Association for Cerebral Palsy

Serving people with disabilities

73 Main Screec, Room 402 Executive Director
Moncperier, VT 05602 Lee Viets
&IF SKﬁ *EQUIPMENT FOR INDEPENDENCE

APPLICATION

Any Vermont resident with a disability is eligible to apply for a loan to
assist with the purchase of adaptive equipment. This application form can be
used to apply for a no-interest loan of up to 51000, or a low-interest loan
of up to 55000. |If you are requesting a loan of more than 51000, an
additional credit review will be necessary.

Depending on your level of financial need and the cost of the equipment, you
may also be eligible for a small direct grant when other funds are not
available. The loan fund coordinator will review this option with you.

1. Name: Date of Birth:
Address:
Phone (home): Phone (work):

Social Security Number:

Primary Disability:

Secondary Disabilities (if any):

iPLEASE INCLUDE DOCUMENTATION OF .YOUR DISABILITY” This can be a physician"s
letter, eligibility for Vocational Rehabilitation, special education,
Supplemental Security Income (SSI), or Social Security disability insurance
(SSDI1), or other information. You are not vrequired to have a medical
examination for this purpose.

2. IT you are completing this application for someone else, please give the
following information:

Name: ? - n Positiin/Title”

Address:

Phone (work): Phone (home):



If you are completing this application for your minor/dependent child,
please give the Tfollowing information about yourself:

Check one: Parent Guardian
Date of Birth: Social Security #:
IfT you are requesting a loan of more than $1000 for your minor/dependent

child, please give the following 1information about your spouse, if
applicable:

Name : ;

Date of Birth Social Security Tte
Please 1list and describe equipment for which funding 1is requested.

Attach descriptive materials such as brochures, clippings, or written
estimates.

Equipment:

Specifications:

Any modifications needed? (Describe):

Will training by needed? Who will provide it?
Place of Purchase: ; ;
Have you had an opportunity to try out this equipment? ;

Briefly describe how this equipment meets a disability-related need:

What is the total cost of the equipment?

Amount of loan requested:

IfT your application for a loan is approved, what monthly payment would
be convenient for you? $ per month.



11.

Who has recommended or prescribed this equipment:? If the applicant is
under are 22. vou must attach a brief statement from the person named
below that describes the need and proposed benefits of the equipment.

Name : _

Address:

Position: Telephone:

Are you a Vocational Rehabilitation client?

If YES, who is your VR Counselor?

If NO, have you applied to VR or are you interested in applying?

Do you have private health 1insurance?

Do you have Medicaid health insurance?

Do you have Medicare health insurance?

We need to know what other organizations you have approached for funding
to buy this equipment. Please list anyfundingyou haveobtained or any

denials you have received. Include copies ofallletters ofdenial.
Amount Denial
Source Approved Received

How long have you lived at your present address?

IT less than 2 years, what was your previous address?

Check one: Rent Oown

Place of Employment:

Position:

How long have you worked there?



n Personal Income and Expenses

Nirrent Monthly Income

ielf income (take-home pay) $
jouse income (take-home pay) $_

£L1 dividends

Sent receipts

Jacial Security

Supplemental Security
I income (SSI1)

Social Security disability
| insurance (SSDI)

Welfare benefits
Unemployment Insurance

ild suDoort-.
ié;cellaneous .income
i OTAL INCOME
Personal Assets
“hacking Account Balance: $_
pavings Account Balance: $_
Either Assets:
personal Liabilities

Car Creditor:

Current Monthly Expenses

Car payment
Home/rent payment
Loan payments
Monthly food bill
Mo. heating bill
Mo. electric bill
Mo. telephone bill
Mo. insurance bill

Mo. child support
payments

Mo.-, prescriptions

Miscellaneous
expenses

TOTAL EXPENSES

Name of Bank:

Name of Bank:

(Loans and Debts Outstanding)

Balance:

Jlortgage Creditor:

Balance:

N"ducation Creditor:

Balance:

%ther Creditor:

Balance: $

iscellaneous-Debts (List all outstanding miscellaneous debts over $500)

C iitor:

reditor:

X

Balance:

$

Balance:



ajuauuudi - LXALAX

1 BRANCH.
Tre Petfi GeaQRU padfaeredon| - refa. ratnn rdiael K54
ipjoriiv I%v%maamﬂggwd amw s dﬂﬁu rtgg}'gof H otjgEctfc w mqn e—pﬁﬂr e o
gtom malngnjtd‘ﬁ earosed ai ael\qm -gﬁre'l"ad |M U dn wdatik«e »B| IHalaNaaen
%arrﬂ\/stmwrgngOaggllL »N
UNT RECUESTED REGUESTED term PURPOSEQOF LOMN -'-'- DESmai UONTM.Y PAYMENT
i F A w j ¢ A n w 1 e 7~ [saamrrroFFEJisc
t Syaad Varied _ Umnrid
| AppticANr Cd-AbpUcAWt
|HR3TrtAME PI JLAST HRSTNAUE | NITI‘?L LAST"NAVE
UArtINQADDRESS APT)  WEATAOcaus UAIUTaACDRESS apt Jég%
enr STATE 3PCCOE cmr sate 3PCCCE—
MEIIUINCCADDHESS RESIDENCEACPHES3
FGRMEHAOCRES3 aPTA nUgAng& FORMERADDRESS apt* tmataodreb
oTT , 1 SIATE  2PCCCE— oTT STATE  ZIPCODE
SCOAL SECLRITY4 DATE CF BIRTH Nb‘ﬂ)gﬁgg arlgs SOCIALSEQRITY » DATEOFBIRTH o 220
toae phone » DfuvsrsifcacE* HOMEPHONE™ ORMEj ticarsE™
OmST NAMES ONUES? “YHtCH YDUIHAVE * ™1 GRANTS) CRHHT CTHHENAVES UNDERWHICH YOU HA7FBBBT GRANTED CHEDY T
HAMACORESACTNEAFCSTBIATVGNOTUYMOWITHTCO - RALATIONHIP NAIADCHERBCFKAHESTHRATTYENOtUVM IMTIETQU~ RILATIOEISP
! Iff- I 1'/empl eﬁ.]éu]cft b (
i ~wrhployeri orseasonal /employ icftincome bx retum (orpsst2 years.
CURRBTTSOUTBI pcsmew JUARSIt 30" Tovai POSITICN
ADDRESS (elephone™ address TB-EPHONS 0
WBﬂ'U.\r]Ig)_ sor FOTATIG\I OATE  EIB WrunsasAAABr Whtioo ROTATIONBATE  IETS = j{M\/IIHr(PC%GUVI
fofwachemploys &position nowloo FORMER EMPLOYER & PCSITION NOWIONO
YWt K% e MM
Reuse deZk tax A.lf yourir.fnrrrsianis Jomt(yau 2nd aj-applicentfcp. Chpck hnX 3il Ct?Information isin ycur nacnronly crfccxC it Ihslrdaragfcjisinyonr
_ Soxrtars cf Sanairst ncor et Feal SC refrterTL Beci. Innat e received fremenild SushorL alimany.cr .- tenancii is optional
S 4 il %ernu ; amlshgf%only nryou eSIeret eISQMclometo Beccll\rlls(lj ere CIt cvgllda ing yourg Xllcatloln ! ﬁ I
n SCVRCEOFOTHSIINCOMS .S
1 S per
BANK NAME & LOCATION ACCOUNT* TYPE EALANCE
m
srocars/bonos
M I
PRIMARYRESIDENCE IVEAHBOUGHT CosT CURRENTVALUE ~ CURRENTOWINC é/U\m-LY* INCOVE = MONTHLYPUT.
S S * t
OTHER
" Byouiru»» yn toanyatBcte guetAone. egxen a aowcarr m il nw *ac&n, CCrmenK
Areym«<MttndMInal*alaanierat«7 QYra QNo .
1 reTyumroQewarKreXfr oe* QN8 M '
ASSETS (OWhH) CgiﬁgyT LUSEITES(ONED) BALANGE MONTHLY.
CA5H INBAWLS (SCHEDULE 1) s M[g B%%?\JLFOANS SOrQXILE 2) HENT, S s
STOCXS80«3S (SCHHWLE I AUTOLONGI
REALESTATE OWNED (SCMEQULE?2) AUTOLOMANISE
1 AUTOAAJtSLh YEAR MAKS OTHER BANK LOANS
|- AUTOMOSEE YEAH MAKS OTHER BANKLOANS
PERSONAL PROPERTY CRHXT CAROS (USTSEPARATS..Y)
COAT (CESRIEE) CRS3T CARDS (LISTSB ARATO.Y)
CASH VALUE UF= INSURANCE CWU3SUPPORT
CASHVALUERETngueirPLAN " OHEHOEReQISTSEPSWB.T)

OTHEHASSETS (CESCWBd



JI  <eesME  turw Omi3birfCFTT j

I jCASHVALLERCTIHEVEfr FLAN Oil I ERGBTISOSTGHERATELY)
11
1 ,
1 -
I -
TcrTOt"sErsawNEir S total sahANCEsavren? s S
TucNThypAYMefrs:
Expeesss uancALo<PO»ses3 AUTO EXPT34SE3 S
FOOOALUWANCSS CHBCAEEFENEESS

Tt L T A DR e Y T L e N e

SGNATUr DATE Sgnature®_ DATE

Jp>-8eftef cain-rhgiapouscramquireseaardafttoncim/itamm Uu ,



PURPOSE

The assrstrve technolr\JNqY I%aSa und is rnt nded tq rovrd an alternatrve

rnoq sourc1e ger on bl res nt e acqurs tron o ssrsr
o%y he lo B IS structure If sust arnrn g?(vr rates
terms more flexipl an raditiona ere n

Y %omme cr
opportunrt ) estahlrs gn ance a positive credit history will be an outcome to
participants of the loan fun

ELIGIBILITY

Virginia disability or their representa ve 1S eligi
el Bl
frﬁ\é%vtg%/t Individual's quality of life, Independence, or abl

Assrftrvef ﬁhn o%y rsajpevrce lece of egujpment or product, whether
commercra|¥ tes e e dor ustomrz éaf 15 used to Increase,
maintain or improve functiona capabrlrtreso individuals with disabilities.

|%Bto agg Yofor

HI
wr/ e used to
to function

CONSUMER FOCUS

These mode]l resent a.fundin (Pr%%am that WB| make loans excluswely
to consumers raﬁ er than organizationg Or DUSINESSes. ec(}rons rndrc%
eefing individua consumerg will reg Ire extensrve raising which must

e resolved before opening the "Hind U up to dther applicants.

REVOLVING LOAN
Because the goals of this program make it desirable to have flexibjlity qver
! e%y £ ; b f Xb?

the Ioan terms on a as -cas€ 0asis, a revolving loan str cture is pre e to

one that | nltees arantee pr am would work th rou

commercial an! whrc mean a 0ans Wou e at commercial rest
ught.down by the here WOU also be the ris

ates ynless rogram.
[) ﬁ |scont|nurﬁg involvement, vtr)h as occurred with other programs

A revolving Ioan ftind ves the proHraHr gmpletF control over the
Plrcatron grocesst 0an lr)ns and t arh ||n9 misse ga ments and

ult ddition structura] arriers that mrg ePe\ren arr) S Wit
|sa ities from going throug pplication ‘process can he

avoided.

a commercial lo

LOAN TgRMS

Loans may he made up.to the amount of %5 000. This amount HI rovide
for the many de ices su s van lifts, commuhr ation nf? g

urchase 0 (i 8 fin
rLurpm nt, 1ess ahxgen rve eectrr ee chaérs et% An initial, cap ﬁ
0an wi ensuret] solvenc te un can erncr]eased In the r]
Interest rate on the loan can range from a maximum of the prime rate at the trme



of loan agoroval to a m|n|mum of 2% bhelow prime rate, The len th of the loan
can rarC] rom. 3 ohths to 8 Xeas Because settin mcome requlreme ts would
contra ct the flexinilit need? the pro Ea[n two general financial guidelines
should be used to determine financial eligibility:

Ht BB“E%H% gh%?ﬁ egre]r(t)grsa|§ltenoatbhletyelt|%|ﬁg% commercial loan funding

There 15 also. a need within the d| abled oPulatlon or those with ve% low
incomes, gﬁ\ |cu|ar| those IVIn |mar f ernment subsidies, t le to
btalns oans a rous ﬁa |n| ans" WI| be made avai t meet

8 plscrettoh)g SIyC?Hoome n%vetotoexge\zle a$y earryerlncom% nt(r)ttﬁpdg)r((tgshe Ehg |b| ?
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he”teta” ol et%tht O N T
Pun S(feve ?n $E an(?1 ﬁ)not exceeg f? A separate mec anlsnt/ fgr mini

to potential fun raisers. This il be HISC?JStSOed ?‘n'”éagté'?%g%%er finds cre(?t%thty

In recommending the terms of a specific loan, the loan processor will
determine:

-Th month a ment that can reasonahly be expected of the applicant
l ?n l)hl;/) e ent F;Oanrj)ne ardaneqmg X/Vlt?t np Interest rate aﬁg \oan
ﬂe 0an ﬁ onab e {0 t]e flnan |a| 05|t|on of the
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will refer potential applicants to their nearest Assistive Technology Resource
Center, Center for Independent Living, or other point of contact for additional

information and an application.

-MAssistiye. Technology Resource Centers (ATRC'S) and Centers For Independent
Living f@fﬁ_gf \ ﬁ\s_ —%o r

Support at the regional or local level could be provided by the four Assistive
Technology Resource Centers (ATRC's) and the Centers for Independent Living
(CILS) of which there are currently ten in Virginia. These consumer support
centers could potentially serve several functions in the program, including:

-Fielding questions about the programs, so the central office will not 'Qtied
up with calls

-Mailing applications to prospective applicants

-Assisting applicants who need help filling out the application, ranging from
phone contacts to in-person counseling sessions

-Helping the applicant determining what AT would be most beneficial and
appropriate to his/her disability

-Pre-screening applications to make sure that all necessary information and
verification is provided, which would speed the application process by
reducing the need for repeated contacts with applicants to acquire
additional information

-Determining the initial e.igibiiity of the application as to whether or not the
loan would be used to purchase AT for a person(s) with a disability, and
that the AT is appropriate to the individual's disability

-Forwarding the applications, along with a summary sheet verifying the
applicant's eligibility as described above, to be processed

"'---The ATRC's and CILS appear best suited to provide these functions to the
program.' They serve a good portion of the state and they already provide most of
the services necessary to assist appjicants with this program. This program will
also help the CILS fulfill part of their independent living and advocacy goals. Title
7, Part A monies received by the CILS from the Department of Rehabilitative
Services should be considered prior to directing consumers to the loan fund.

The primarily administrative functions should be careful not to place too
much of an additional burden on the ATRC's and CILS. The face-to-face sessions
during which staff will help applicants with their application may create a staffing
and reso«fce-burden-that-maY need to be offset financially, otherwise extensive
waiting jjsrs-wriHrecome a oarrieTTrrthH'application process.

The need still exists to provide readily accessible consumer loan fund
application support to some of the less accessible localities of the Commonwealth.
Perhaps the most effective way to fill in the gaps would be to identify contacts in
the underserved areas such as the Department of Rehabilitative Services offices or
Health Care Centers that provide similar support services to persons with
disabilities. The ATRC's and CILS could then refer applicants in need of personal



contact and assistance to these alternative resources. For the purpose of this
model, the ATRC's and CILS will be referred to as the entitities fulfilling this
function as an example of how this part of the program might work.

It is important that the ATRC's and CILS involvement in the process end
with the forwarding of the application, otherwise they will be held responsible to
the applicant throughout the processing of the application, over which they have
no control. The applicant should make and receive all further communication with

the central administrator of the program.

-Application Form

A potential application form is attached in Appendix B. The form requests
the following information:

-Personal information, description of disability

-Description of desired AT

-Statement of expected benefit from acquisition of AT

-Specific loan request

-Description of other funding avenues sought

-Financial information: monthly income and expenses, assets and liabilities,

employment history

Verification of sources of income, the cost of the AT, and the value of any
collateral will be included with the completed application. Verification should take
the form of tax returns, xeroxed checks (social security checks, etc.), appraisals,
and brochures and quotes on the AT.

A cover letter will need to be developed to be included with the application
form that outlines the program and describes what forms of verification need to be
submitted with the application. A statement to be signed by the applicant,
testifying tn the truth of the information on the application, shouid also be added

to the application form.
-Application Fee

A application fee of $5 will be required to submit an application for
consideration. This amount will off-set some of the costs of processing the
application (credit report, postage, etc.), therefore eliminating part of the cost
burden of the program, but is nominal enough that it not act as a barrier to

potential applicants.

MODELS FOR PROGRAM ADMINISTRATION
General Loan Commonalities

Board r
The loan fund decision-making body previously mentioned across all models

will be a 7-member independent, volunteer board which will meet once a month to
approve loan applications, rule on loan defaults, and make any other decisions
necessary to continue or improve the loan program. The board will consist of 4
at-large members with disabilities, a public accountant, a loan officer, and a

designee of VATS or DRS.



At least 4 members must be present to have a quorum. A majority vote of
those present can approve a loan or rule on a default. A 2/3's vote of those
present can waive a program guideline, such as extending the length of the loan
beyond the maximum, for an individual application. A 2/3's vote of the entire
board is required to permanently alter a program guideline.

When deciding on loan approval, the board should take into consideration:

*Recommendations made by the ATRC's/CILS stalff

-Recommendations of the loan processor

-The applicant's statement of expected benefit from the desired AT

-The extent to which the applicant has investigated other avenues of
funding

-In general, whether or not the loan is a beneficial use of loan funds that
helps the program meet its human service objectives and does not
endanger the integrity of the loan fund (meaning it does not present a high

default risk)

The extent to which other avenues of funding have been sought should only
be taking into account as a mitigating circumstance along with the other central
considerations, instead of acting as a primary barrier to receiving loan funding.
This fund is not intended to act only as a payor of last resort.

The members of the board will serve 3-year renewable terms. The terms of
some of the members of the initial board should be lengthened in order to
established staggered terms. The board members will be acting as volunteers, but
should be reimbursed for expenses they incur in attending board meetings.

Oversight Body

Concerns have been expressed that administrative and policy responsibilities
should be separated from ongoing loan board approval/denial review activities. A
recommendation has been made to have a small three or four person oversight
body responsible for policy development and interpretation, appeal contact points,
and other associated administrative activities. These, like the board positions
would be voluntary in nature and would meet quarterly, semi-annually or as the
need requires. The concern is that funds approval and spending be separated
from policy and administrative activities.

Commercial Bank/State Treasury Department

In each of the models program will make use of a commercial bank or the
State Treasury for the investment of the loan fund. A commercial bank account
will allow the program the liquidity it needs to sustain the flow of payments to and
from the loan fund. In exchange for making such a sizable deposit, a bank may be
willing to assist the program with some accounting and/or administrational
services. Either entity may provide an accountant to sit on the board. In model B,
the finance agency will be in charge of maintaining the loan fund, for which it
might use its own resources, a commercial bank, or the Department of the
Treasury.

Staff Support

It is anticipated that one full time staff person will need to be designated
within the administrative component of each model to coordinate outreach and
loan processing activities between all parties. Many of the related duties within



the financial components can be contracted. As loan volume increases, staff
support may increase as well particularly in the clerical functions to ensure loan
application preparation for review by the loan fund board.

Credit-Reporting Agency

In Model B, the state agency or department processing the applications will
presumably already have the facilities to run credit checkr. In models A and C,
the central entity will join a credit bureau in order to p° ~mdit reports on

incoming applications. The program may elect to [ jdit checks on
mini-loans. Since the applicants in this income br._ juld most likely euner
have no credit history or a poor one, and with the am of the loan being small,

a credit check would not have much bearing on loan approval. If credit checks
were not required for these loans, the registration fee could be waived or credited
towards their loan repayment.

Collection Agency

Default is the most difficult aspect of a program of this nature. The
incidence of default can be diminished by limiting the number of risky loans that
are approved, but it will not be eliminated. In the event that a borrower has an
unforeseen change in income or expenses that precludes meeting monthly
payments, the loan can be restructured, payments can be deferred for a set period
of time, or, in extreme cases, the loan can be written off. All of these changes
must be approved by the board. When a borrower is simply delinquent on a
payment for an extended period of time, then the board will probably decide to call
the loan up and might consider referring the loan to a collection agency. This
decision will have to be made with the understanding that the collection agency
will probably work for a percentage of recovered funds, and therefore will be very
aggressive in its attempts to recover the loan funds. Defaults may be minimized
due to the length of the loan terms making payments far more reasonable for the
average borrower.

Mini-Loans

Mini-loans are intended to be low interest (1 -3%) loans for individuals
requesting under $500. Due to the special nature of these loans, it has been
recommended that contributions from service organizations be solicited specifically
for this mini-loan distribution. Those organizations would have the opportunity to
"sponsor" individuals with their contributions. Early application approval would be
allowed for these loans and this is discussed later in this document. This
approach would allow for expediant small loan approvals without jeopardizing the

larger loans solvency.

MODEL A:
Private Administration

The ATRC’s and CILS will forward completed applications to a central
coordinating entity. This entity will be a private organization,jsuch as a bank or
savings institution. This institution will mainly act as "a facilitator of day-to-day
operations of the program, but will also hold ultimate responsibility for the
program.

The institution will notify the applicant that his/her application has been
received, pull a credit report on the applicant, and forward the report along with
the application to one of the volunteer loan officers (discussed below), who will



review the application and return it along with a recommendation for loan terms
and loan approval. At the monthly board meetings, the coordinator will present
the loan applications and recommendations for approval. If the loan is denied, the
coordinator will send the applicant a letter explaining the reasons for denial and
detailing the process for appeal. If the loan is approved, the coordinator will mail a
loan agreement to the borrower, and upon receipt of the signed agreement from
the borrower, issue a 3-party check(s) in the name of the borrower and the
appropriate vendor or manufacturer.

At the time that the check is issued, the data-processing service contracted
by the program (discussed below), will issue the borrower a coupon book with
wh'ch to monitor his/her repayment. The institution will receive monthly reports
on the repayment status of borrowers from the data-processing service. In the
event of default, the institution will take requests for deferrals, restructuring, and
loan forgiveness to the board. When other options are exhausted, the institution,
with board approval, will refer the case to a collection agency and keep files on
any collateral that is used to secure the loan.

Volunteer Loan Officers
While it is not plausible to expect a commercial bank to volunteer to process

the loan applications, it is possible that a number of individual loan officers would
volunteer several hours a month to review applications on their own time and
make recommendations to the board. This would require the commitment of 7-10
loan officers from across the state, although a few should be in Richmond to
process the applications received closest to the day of the board meeting. The
applications packets would be mailed in groups of 5-10 to the volunteer, who
would review them and mail them back with his/her recommendation. This should
require a commitment of only 3-5 hours per month on the part of the loan officer.

Data-Processing Service
Rather than committing staff time and resources to monitoring the

repayment process, it is more efficient and less costly to contract with a data-
proctssing service. The data-processing service will issue coupon books to the
borrower. These coupon books will have a stub for the borrower to tear out every
month and send in with the payment. The service will receive the monthly
payments, make the deposit, and keep track of each borrower’s repayment record.
The service will send out letters of notification for late payments and notify the
coordinator of delinquent payments. In addition, the service will provide general
accounting services and financial statements to the program. The service can also
send annual reports to borrowers detailing the status of their loan. The service
will also provide the coordinator the ability to call up any borrower's repayment
status at the central coordinator's office, so that the coordmator can field
questions from borrowers without competing the service.

MODEL B:;
State Administration

This model would place the program almost entirely under state control.
Two state agencies or departments, one human-service oriented and the other
financial, will divide the administrative and operative burden between themselves.
The finance agency should already have the resources to administer loans The



human services agency should be involved in the support of individuals with
disabilities.

The ATRC's / CILS will forward applications to the human services agency
or department, which will send notification of receipt to the applicants, and
forward them in groups to the finance agency. There they will be processed,
including credit checks, and a recommendation will be made.

The human services agency will present applications at the board meetings.
If the loan is denied, the human services agency will send a letter of explanation to
the applicant. If the loan is approved, the finance agency will be in charge of
closing the loan agreement, issuing the check and coupon book, keeping records
of collateral, monitoring the repayment process, and sending annual statements to
the borrower. Inthe case of late payments, the finance agency will issue
notification letters to the delinquent borrowers and notify the human services

agency.

The human services agency will handle requests for loan deferral,
restructuring, or forgiveness, according to the instructions of the board. In the
event that the loan is called up, this could be handled by either the finance agency
or referred to a collection agency.

The finance agency would also be in charge of investing and administering
the loan fund, or this function could possibly be handled through the Department

of the Treasury. .

Models A & B;
Additional Functions

The coordinator and human services agency would both serve additional
support functions to the program, including:

-Spearheading publicity and information distribution efforts for the program
-Keeping data files on applications, loans approved and denied

-Coordinating with the ATRC/CILS and any other agencies involved in
regional or local support

-Commiting board members and planning monthly board meetings
-Administering an expense fund for the program, subject to board approval

-Acting as the central contact to provide information and answer the
guestions of applicants and borrowers

-Bearing ultimate responsibility for the continuation of the program

Model C:
Non-Profit Administration



In this model, a single existing or newly established non-profit corporation
would carry out the majority of program operations. A single coordinating staff
person with support staff could provide the foundation from which the program
could expand. A non-profit corporation that already provides services to persons
with disabilities, could provide existing office space and staff support to the
program, therefore reducing overhead costs.

The non-profit organization will receive the application from the
ATRC's/CILS and complete all the processing steps necessary to make a
recommendation to the board: notify the applicant, pull a credit report, process the
application, organize the monthly board meeting. If the loan is approved by the
board, the employee also handles all follow-up procedures: closing the loan,
issuing the check(s) and coupon book, receiving and monitoring repayment. This
office would also handle most of the other support functions of the program, such
as coordinating with the ATRC’s/CILS, keeping data files, and fielding questions
from applicants and borrowers. In the event that a loan goes into default, and no
alternative to calling the loan up can be arranged, the loan can be referred to a

collection agency.

The non-profit staff will need to have both administrative skills and some
experience in loan financing. As the demands of the program increase, specifically
identified clerical support will become increasingly necessary.

Discussion of Models
MODEL A- o >>, '

Pros:
-Program is largely under private control, therefore not competing with other

state programs
-The use of volunteer loan officers and a data-processing service reduces

the need for staff and facilities to perform these functions

Cons:
-The operational structure is very dispersed, good communication
would be essential
-The program would have to rely on volunteers to meet
deadlines and do qualiily work without pay

MODEL B-

Pros:
-If the state funds the program or the state entities absorb costs into their
own budget, the operational costs coming out of the program budget would
be reduced
-The program would largely make use of existing structures rather than
creating new ones

Cons:

-The program would be under state control and would compete with other

state programs i
-The program is likely to be bureaucratic under state control
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Model C- e \

Pros:
-Almost all operations would be handled at one central point, reducing

the bureaucracy and expediting the entire process
-Less bureaucracy would make the program more adaptable

Cons:
-More overhead costs are involved, including the hiring
of staff
-This program foregoes the expertise utilized in other models that make
use of specialized entities

Other Operational Procedures

Early Approval
In order to speed the application process, some loans can be closed without

board approval. In these instances, once primary eligibility has been determined
by the ATRC/CILS, and the loan processor recommends that the loan funds be
granted, the loan can then be automatically approved, provided that:

-The amount requested is less than $1,000

-Eligibility is clear

-The applicant's financial information is well verified

-The applicant's sources of income and general financial position are stable
-There are no controversial issues regarding the application

Records will be kept of early approval loans and reviewed by the board, so
that they can monitor and evaluate this process.

Appeal
An avenue of appeal will be made available to applicants who are denied

loan funding. An indivdual (Loan Coordinator or Board member) will be designated
to receive requests for appeal. The denied applicant can send a letter to that
identified party within 30 days of receiving notification that the loan is denied, that
explains what aspect they feel was not properly considered by the board. The
appeal contact person will request that the application file be brought to the next
board meeting for reconsideration along with the letter. If the appellant desires,
he/she may appear in person to state his/her case for appeal. The letter that
notifies the applicant that the loan was denied will detail this course of appeal and
give the address of the designated contact person for appeals.

Denied applicants can only re-apply with a new application when a change
has occurred that would significantly alter their application.

Default Time-Table

There will be a default time-table for loans that go beyond specified time
frames for payment. This may be dete; mined by percent of loan outstanding or
number of days late depending on who conducts this function and policies

developed by the board.
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Cosigners
The proposed application form gives directions for providing cosigners to a

loan. It would be beneficial for the program to encourage applicants with
uncertain financial positions to arrange for a cosigner. Attaching cosigners to a
loan reduces the risk to the program of losing funds through default, therefore
making it easier to approve the loan. In addition, there are often fewer difficulties
associated with using cosigners than with securing a loan with collateral. For
examole, if an applicant uses a car to secure a loan, then there are concerns with
whetl )r or not insurance is kept up on the car, if the car’s condition is properly
maintained, and so forth. There are generally fewer procedural burdens on the
program to close loa ' using cosigners than those using collateral.

Steps to Implement

Phase I
-Finalize proposed loan model
-Build base of support among interest groups, political figures, etc.
-Begin fundraising (See Addendum), continuing through establishment
process
-Commit central entity (Model A: Coordinator, Model B: Human resources
agency, Model C: Non-Profit Oversight)
-Investigate legalities and regulations that apply to the loan model
(See Addendum)

Phase II:

-Commitment of bank and investment of loan fund

-Commitment of private and public entities necessary to the operation of
the program (Model A: Data-processing service, Model B: Finance agency,
Model C:Begin recruiting non-profit agency), negotiate contracts

-Finalize arrangement with ATRC's/CILS, educate staff about the program
-Develop board policies

Phase I
-Begin large-scale publicity efforts
-Join credit bureau, if necessary
-ldentify board members
-Design and print applications, pamphlets, brochures, etc.
-Design loan contract and other legal documents needed

Incentives/Disincentives

For individuals with disab. ;ties or applicants on their behalf-

Incentives:
-The establishment of a credit history
-The critei.a for eligibility is broad and non-restrictive
-Loan terms are. flexible and much lower than what could be obtained
elsewhere
-The ATRC's CILS will assist with choosing the appropriate AT and
completing the application form
-The program has the ability to adapt if borrowers have unforeseen
circumstances that alter their ability to make payments
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Disincentives:
-Completing the application will require ample time, effort, and initiative
in order to complete the form and provide all the necessary documentation
-There will be atime lag in receiving loan funds during which the board
must meet and give approval, the loan must be closed, and the check must
be issued.
This time lag is enhanced by the fact that so much of the process is done

through the mail

For commercial entities-

Incentives:
-If they are participating by contributing funds, publicity will be provided
in return for providing a community service (they could be mentioned in the
press releases to local newspapers, for example)
-If they are participating in the operations of the program, the program will
enlarge and increase their income over time

Disincentives: _ _
-For contributors, the fact that the program is unproven will act as a

disincentive
-For participators, they will be committing to an enlarging program over

which they do not have control

For private non-profits-

Incentives:
-This program addresses a broad and largely untouched need in the disabled

population

-1t would most likely help them fulfill their own goals as an organization

-It might allow them to expand their own services (for example, stretching
out their grants to disabled individuals by combining them with loans funds)

Disincentives:
-This will be an enlarging commitment as loans accumulate over time

-Participating will probably require introducing new operational
procedures to their organization

For non-consumer applicants (if eligible)-

Incentives:
-They will also probably receive loan terms much more generous than what

they would receive from a commercial bank

Disincentives:
-Thfe program will probably require them to make an up "front, dollar for

dotar match to the loan funding



Addendum: Operating Cost Projections:;

Operational costs are difficult to project without the final model in place, but
rough estimates can be made.

First Year:
Model A Model B Model C

CILS $30,000 $30,000 $30,000
Board Mtg

meals 480 480 480

travel 600 600 600
Publicity 2,000 2,000 2,000
Printing 2,000 2,000 2,000
Misc: phone,

copy, supplies 800 800
Postage 400 300 200
Credit Bureau

membership 125 125

software 160 160
Computer 1,300 1,300
Data-Processing

Service 3,000
Other Entities
Providing Services 15,000 30,000

Personnel 25,000

$55365  $65380  $62,665
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Third Year:
Model A Model B Model C

CILS $30,000 $30,000 $30,000
Board Mtg

meals 480 480 480

travel 600 600 600
Publicity 800 800 800
Printing 500 500 500
Postage 400 300 200
Misc: phone,

copies, supplies 800 800

Data-Processing
Service 9,500

Other Entities
Providing Services 15,000 35,000

Personnel 40,000
$58,080 $67,680 $73,380

These estimates depend on several assumptions, such as: that the state will
provide the necessary initial legal services, a meeting room for the board can be
obtained without cost, the application fee will offset postage costs and pay for
credit checks, and publicity efforts will be largely low-cost rather than more
expensive mass media efforts.

There are additional ways in which these costs could be significantly
reduced. The state might fund the ATRC's/CILS specifically for this project,
therefore reducing or eliminating a substantial portion of the cost. It is also
possible that the computer needed in models A and C could be donated, possibly
by IBM Corp. The costs in model B would depend on the money needed to
commit state entities to participate in the program, which the entities themselves
might do for a lower price or the state might fund. Finally, Model C might not
have as much of an increase in cost if additional labor was provided by a
volunteer, or if the office the program was operating from agreed to provide staff

support.”?

These cost projections do not include the time and resources that will be
spent during the establishment of the program, which will depend entirely on the
model used, the method and success of fundraising efforts, bureaucratic red tape,
and many other variables. The largest resource drain will be fundraising efforts to
get the initial loan fund established.



Addendum: Fundrai' iqg Aoenda

Raising the initial loan fund will require a good deal of time and effort.
Because this program needs to raise more than several million dollars, it needs to
concentrate on large sources of money rather than small foundations that only
give out a few thousand dollars per grant.

In order for the initial fundraising to be successful, this program will need
the backing of one or several key business or government figures. It would be
help”.'l for the program to find a spokesperson of sorts, such as a CEO of a well-
k ,vn company, who would be able to approach potential contributors on a
uigiier level than what the program would otherwise be granted. It would also be
beneficial to have the backing of one of more influential political figures.

There are several different sources from which money for the fund might be
raised;

Federal Sources
Federal entities such as the Economic Development Agency, the Department

of Health, the Department of Education, or the Small Business Association are
sources of grant money, but usually for specific purposes. For example, a grant
might have to be earmarked such that it will only go towards loans that allow
people to gain employment.

State Government
The General Assembly could contribute to this program in several ways. As

mentioned earlier, they could fund the CILS or state agencies specifically for this
program, reducing or eliminating the operating costs that would be paid out of the
loan fund. The General Assembly might also allocate money to the loan fund,
particularly after the program has proven its effectiveness and has loan recipients
to testify on its behalf before state committees.

Corporations
Many corporations give grants both as a corporation and through a

foundation, so both avenues should be pursued. Because of the amount of funds
needed for this program, it would be better to focus on the larger corporations
who have the most money to give and are in fairly good financial condition. Phillip
Morris, RJ Reynolds, Ethyl Corp., and most petroleum companies are all potential
contributors. In addition, Circuit City, which is a locally based company, chooses
only one cause a year to fund. This program could be a candidate. Finally, IBM is
a potential contributor, if not of funds, at least of equipment, such as the
computer mentioned earlier.

Manufacturers of Assistive Technology
This industry has the most to gain from contributing to the fund, since the

monies borrowed will be used to purchase their products.

Insurance Companies
The larger insurance companies that operate in Virginia might also be
sources of funds, but the actual level of funding granted might be small.
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Private Foundations
It would take a large amount of resources to apply for grants from every

potential contributing foundation. Therefore, it is best to concentrate on the larger
ones that tend to make large lump-sum contributions, such as the Ford or Carnegie
Foundations. A listing of foundations that operate primarily in Virginia is being
submitted along with this model, with about 15 foundations highlighted that look
the must promising based on criteria for funding and general size of grants.

Virginia Commonwealth University has a research facilit\ for Corporate
Development, which would be a more comprehensive source of information with
which to identify potential corporate contributors and backers.

Addendum: Potential Participating Entities

Mode! A:

Data-Processing Service
Not all data-processing services provide the sort of services that this

program would require. Automated Business Solutions was consulted during the
research of this model and would be willing to contract with this program. They
are also located almost directly between a post office and bank, so they could
easily receive payments and make deposits. As the program expands, they might
want to switch over to a "lock-box" procedure in which payments are sent directly

to a bank and then posted by computer to the service.

Central Coordinator
There are several different private entities that might serve as the central

coordinator. One of the more general private non-profits, such as Easter Seals,
might want to become involved. Or a smaller, more specialized entitiy might take
on the coordination of this program if there were incentives that would further
their specific interest. Virginia Head Injuries Foundation has already expressed an
interest in the program. A public entity, such as one of the human resources
agencies or departments mentioned below could also participate.

Model B:

Finance Agency
The best alternative for a finance agency would be one of the authorities

that operate under the Department of Economic Development. These authorities
already provide loans in their specialized areas, so they have the resources and
experience to do so for this program. These potential authorities are the Virginia
Small Business Financing Authority, Virginia Housing Development Authority,
Virginia Agricultural Development Authority, and the Virginia Resources Authority.
Since none of these entities are specifically directed towards support of persons
with disabilities, incentives and legalities would need to be addressed. The VHDA
does make loans to individuals with disabilities for the'purpose of adapting their

homes.

Human Services Agencies
There are several different agencies or departments that might be tapped for

participation. The Department of Medical Assistive Services, the Department of
Rehabilitative Services, and the Department of Social Services all have purposes



