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as required by the corporation [COMMISSION!.
*Sec. 14, AS 14.43.120(c), as amended by sec. 4, ch. 5, SLA 1996, is amended to read:
(c) To mamtain a loan awarded to a full-time student* the student must continue
to be enrolled as a mll-time student in good standing in a career education program,
college, or university that meets the requirements under (b) of this section. To maintain
a loan awarded to a half-time student, the student must continue to be enrolled as a half-
time student in good standing in (1) a career education program, college, or university in
the state that meets the requirements under (b) of this section, or (2) a career education
program, college, or university that meets the requirements under (b) of this section, and
be physically present in this [THE] state while attending the career education program,
college, or university. The corporation [COMMISSION] shall adopt regulations defining
"good standing” for purposes of this subsection.
* Sec. 15. AS 14.43.120(d), as amended by sec. 4, ch. 5, SLA 1996, is amended to read:
(d) Scholarship loans may not be made to a student

(1) for more than a total of $42,500 for undergraduate study;

(2) for more than a total of $47,500 for graduate study;

(3) for more than a combined total of $60,000 for undergraduate and
graduate study;

(4)to attend an institution, if the total amount of scholarship loansmade
to students to attend that institution exceeds $100,000 and the default rate on those loans
is (A) greater than 20 percent but less than 25 percent, and the institution is unable to
reduce its default rate within 24 months after the rate determination; or (B) equal to or
greater than 25 percent for two consecutive calendar years; for purposes of this paragraph,
the default rate shall annually be determined by the corporation [COMMISSION] from
loans required to be repaid under (g) of this section on or after July 1, 1996; if a
scholarship loan is refused based on the provisions of this paragraph and, under a
subsequent default rate determination [,] an institution’s default rate does not exceed the
limits established under this paragraph, the corporation [COMMISSION] may not refuse
to issue a scholarship loan to attend that institution based on the provisions of this
paragraph,

* Sec. 16. AS 14.43.120(f) is amended to read:
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(f) Interest on a loan made under AS 14.43.100 - 14.43.160 [AS 14.43.090 -
14.43.160] is equal to the interest rate

(1) paid in each year on bonds issued by the coiporation [ALASKA
STUDENT LOAN CORPORATION] under AS 14.42.220; and

(2) necessary to pay the administrative cost of the student loan program
that is represented by the loan.

* Sec. 17. AS 14.43.120(g), as amended by sec. 6, ch. 5, SLA 1996, is amended to read:
(g) A boirower’s obligation to commence repayment of the principal and interest
on the loan begins six months after the borrower is no longer enrolled under (c) of this
section. The borrower shall repay the total amount owed in periodic installments of at
least $50 a month over a period of not more than 15 years from the commencement of
the repayment obligation. 1f the corporation [COMMISSION] and the borrower agree
to a different repayment schedule, the borrower shall repay the loan in accordance with
the agreement. A borrower may make payments earlier than required by this subsection
or the agreement.
* Sec. 18. AS 14.43.120(i), as amended by sec. 8, ch. 5, SLA 1996, is amended to read:
(i) 1f a loan is in default, the corporation [COMMISSION]

(1) shall notify the borrower that [, IF THE BORROWERHAS AN
OCCUPATIONAL LICENSE ISSUED UNDER AS 08, THE LICENSE MAY NOT BE
RENEWED UNDER AS 08.02.025 AND THAT] repayment of the remaining balance
is accelerated and due and that if the borrower has an occupational license issued
under AS 08. the license mav not be renewed under AS 08.02.025. by mailing the
borrower a notice at the most recent address provided to the commission by the borrower;

(2)  may take the borrower’s permanent fund dividend under
AS 43.23.065(b)(3) to satisfy the balance due on a defaulted loan; and

(3) shall provide notice of the default to the Department of Commerce and
Economic Development, if the loan recipient is licensed under AS 08.

* Sec. 19.  AS 14.43.120(m), as amended by sec. 11, ch. 5, SLA 1996, is amendedtoread:
(m) In case of hardship, the corporation [COMMISSION] may extend repayment
of a loan for an additional period of up to five years.
* Sec. 20. AS 14.43.120(r) is amended to read:
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(r) The rate of interest, time of payment of an installment of principal or interest,
or other loan mterms-[OF. A SCHOLARSHIP LOAN] may be modified if required to
establish or maintain tax-exempt status under 26 U.S.C. 103 (Internal Revenue Code of
1986), as amended, for the interest on bonds issued by the corporation [ALASKA
STUDENT LOAN CORPORATION].

* Sec. 21. AS 14.43.120(t), as amended by sec. 13, ch. 5, SLA 1996, is amended to read:

(t) Payment of interest under (1) of this section and forgiveness under (s) of this
section are subject to appropnation by the legislature. Money obtained from the sale of
bonds by the corporation [STUDENT LOAN CORPORATION] under AS 14.42.220
may not be appropriated for the payment of interest or the forgiveness of loans.

* Sec. 22.  AS 14.43.120(u), as amended by sec. 14, ch. 5, SLA 1996, is amended to read:
(u) The corporation [COMMISSION] by regulation shall set a loan origination
fee, not to exceed five percent of the total [SCHOLARSHIP] loan amount, to be assessed
upon a [SCHOLARSHIP] loan that is funded from the student loan fund of the
corporation [ALASKA STUDENT LOAN CORPORATION]. The loan origination fee
shall be deducted at the lime the loan is disbursed. Subject to appropriation, the loan
origination fees shall be deposited into an origination fee account within the student loan
fund of the corporation [ALASKA STUDENT LOAN CORPORATION], and
subsequently used by the corporation to offset losses incurred as a result of death,
disability, default, or bankruptcy of the borrower.
*860,23. AS 14.43.120(v) is amended to read:
(v) In determining a rate of interest under (f)(2) of this section*

(1) the corporation [COMMISSION] shall use a method that ensures that
the rale of interest is as low as possible without precluding the ability of the corporation
[COMMISSION] to administer loans made under AS 14.43.100 - 14.43.160
[AS 14.43.090 - 14.43.160]; and

(2) the total amount charged for administrative costs of the student loan
program may not exceed two and one-half percent above the amount determined under
(f)(1) of this section.

* Sec. 24.  AS 14.43.122(a) is amended to read:
(@) The corporation [COMMISSION] may offer the option of consolidating
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into a single loan
(1) multiple loans made to a borrower who has received more than one
loan under this chapter [THE OPTION OF CONSOLIDATING THE MULTIPLE
LOANS INTO A SINGLE LOAN]; or
(2) [TO CONSOLIDATE] loans made to married borrowers if the married
borrowers agree to be jointly and severally liable for repayment of the consolidated loan
[,] regardless of the borrowers’ future marital status or the death of one of the borrowers.
* Sec. 25. AS 14.43.125(a), as amended by sec. 15, ch. 5, SLA 1996, is amended to read:
(@) A person may apply for and obtain a student [SCHOLARSHIP] loan if the
person
(1) is
(A) enrolled as a full-time student in a career education, associate,
baccalaureate, or graduate degree program;
(B) enrolled as a half-time student in a career education, associate,
baccalaureate, or graduate degree program
(i) in the state; or
(i) out of the state and is physically present in this state
while attending that program; or
(C) agraduate of a high school or the equivalent, or scheduled for
graduation from a high school within six months, with sufficient credits to be
admitted to a career education program or to an accredited college or university;
(L is not delinquent or in default ori a previously awarded student
[SCHOLARSHIP] loan; and
(3) s a resident of the state at the time of application for the loan; for
purposes of this section, a person qualifies as a resident of the state if at the time of
application for the loan the person
(A) has been physically present in the state for at least one year
immediately before the time of application for the loan;
(B) is dependent on a parent or guardian for care, the parent or
guardian has been present in the state for at least one year immediately before the

time of application for the loan, and the person has been present in the stale for
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at least one year of the immediately preceding five years* except that the
corporation [COMMISSION] may by a two-thirds vote, acting upon a written
appeal by the person, grant an exemption to the requirement that the person has
been present in the state for one year of the immediately preceding five years;
(C) has been physically present in the state for at least one year
immediately before the applicant was absent from the state and the absence is due
solely to
(1) serving an initial period of up to three years on active
duty as a member of the aimed forces of the United States;
(ii) serving for up to three years as a full-time volunteer
under the Peace Corps Act;
(iii) serving for up to three years as a full-time volunteer
under the Domestic Volunteer Service Act of 1973;
(iv)  required medical care for the applicant or the
applicant’s immediate family;
(v) being a person who otherwise qualifies as a resident
and is accompanying a spouse who qualifies as a resident under (i) - (iv)
of this paragraph;
(vi) an absence allowed under (D)(i)-(iv) of this paragraph;
or
(D) is a dependent of a parent or guardian who has been
physically present in the state for at least one year immediately before the parent
or guardian was absent from the state and the absence is due solely to
(i) participating in a foreign exchange student program
recognized by the corporation [COMMISSION];
(i) attending a school as a full-time student;
(i) full-time employment by the state;
(iv) being a member of or employed full-time by the
state’s congressional delegation;
(v) being a person who otherwise qualifies as a resident
and is accompanying a spouse who qualifies as a resident under (i) - (iv)
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of this paragraph;

(4) does not have a past due child support obligation established by court
order or by the child support enforcement division under AS 25.27.160 - 25.27.220 at the
time of application; and

(5) has not, within the previous five years, had a [SCHOLARSHIP] loan
discharged or written off by the corporation or the former Alaska Commission on
Postsecondary Education [COMMISSION] for any reason.

* Sec. 26. AS 14.43.125(c), as amended by sec. 16, ch. 5, SLA 1996. is amended to read:

(c) A person may not be awarded a scholarship loan under AS 14.43.100 -
14.43.160 [AS 14.43.090 - 14.43.160] if that person receives a teacher scholarship loan
under AS 14.43.600 - 14.43.700 for the same period of attendance.

* Sec. 27. AS 14.43.150(a) is amended to read:

»a) In a court proceeding regarding a defaulted loan under this chapter in which
the court has entered judgment in favor of the corporation or the former Alaska
Commission on Postsecondary Education [COMMISSION], the court may, on its own
motion or motion of the corporation [COMMISSION], after notice and an opportunity
for hearing, order the loan recipient to assign to the corporation [COMMISSION] that
portion of salary or wages due the loan recipient currently and in the future in an amount
sufficient to pay the amount ordered by the court to be repaid [TO THE COMMISSION].

* Sec. 28. AS 14.43.160 is amended to read:
Sec. 14.43.160. DEFINITIONS. In AS 14.43.100 - 14.43.160, IAS 14.43.090 -
14.43.160]

(1) "career education” means a course or program in vocational-technical
training or education approved by the corporation that is a half-time program at least
12 weeks in length or a full-time program at least six weeks in length
[COMMISSIONT;

(2) "federally insured" means a loan covered by the provisions of the
Guaranteed Student Loan Program of Title 1V, Part B, of the Higher Education Act of
1965 (P.L. 89-329), as amended,;

(3) "full-time student" means an undergraduate or career education student
who is enrolled and is in regular attendance at classes for at least 12 semester hours of

CSSB 301(HES) 12- SB03018

New Text Underlined [DELETED TEXT BRACKETED]



1 credit or the equivalent during the semester or a graduate student who is enrolled and is
2 in regular attendance at classes for at least nine semester hours of credit or the equivalent;
3 any combination of semester hours of credit, or the equivalent, aggregating to the requisite
4 number of semester hours and undertaken during a semester at two or more public or
5 private institutions of higher education constitutes full-time student status;

6 (4) "half-time student" means an undergraduate, graduate, or career
7 education student who during the semester is enrolled and is in regular attendance at
8 classes at one or more public or private institutions of higher education for at least a total
9 of six semester credit hours or an equivalent of six semester credit hours, and includes
10 a career education student enrolled and in regular attendance in classes for at least 15
11 hours a week;

12 (5) "school year" means the period from September 1of one year through
13 August 31 of the following year;

14 (6) "summer term" means the period from June 1 - August 31.

15 * Sec. 29. AS 14.43.255(a) is amended to read:

16 (@) There is created a memorial scholarship revolving loan fund to be
17 administered bv the corporation. The fund shall be used to provide educational
18 scholarship loans to students selected under AS 14.43.250 - 14.43.325. Repayments
19 [UNLESS THE INSTRUMENT EVIDENCING THE MEMORIAL SCHOLARSHIP
20 LOAN HAS BEEN SOLD OR ASSIGNED TO THE ALASKA STUDENT LOAN
21 CORPORATION, REPAYMENTS] of a loan shall be deposited into the memorial
22 scholarship revolving loan fund and shall be used to make new loans.
23 * Sec. 30. AS 14.43.300(g), as amended by sec. 18, ch. 5, SLA 1996, is amended to read:
24 (9) The corporation [COMMISSION] by regulation shall set a loan origination
215 fee, not to exceed five percent of the total memorial scholarship loan amount, to be
216 assessed upon a memorial scholarship loan. The loan origination fee shall be deducted
207 at the time the loan amount is disbursed. Subject to appropriation, the loan origination
218 fee shall be deposited into a origination fee account within the memorial scholarship
219 revolving loan fund, and subsequently transferred by the corporation [COMMISSION]
30 to the appropriate memorial scholarship accounts within the memorial scholarship
31 revolving loan fund to offset losses incurred due to loan debt cancellation as a result of
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death, disability, default, or bankruptcy of the borrower [STUDENT].
* Sec. 31. AS 14.43.305(i) is amended to read:

()  To the extent they are not in conflict with terms and conditions under
AS 14.43.250 - 14.43.325, the terms and conditions of a memorial scholarship loan made
under AS 14.43.250(b)(5) are the same as the. terms and conditions for a scholarship loan
under AS 14.43.100 « 14.43.160 [AS 14.43.090 - 14.43.160], except that the interest on
the loan is equal to five percent.

* Sec. 32. AS 14.43.320(b) is amended to read:

(b) To the extent that they are not in conflict with the provisions of AS 14.43.250
- 14.43.325, the provisions of AS 14.43.100 - 14.43.160 [AS 14.43.090 - 14.43.160]
relating to scholarship loans are applicable to loans made under AS 14.43.250 -14.43.325.

* Sec. 33. AS 14.43.405(b) is amended to read:

(b) To the extent that they are not in conflict with the provisions of AS 14.43.400
. 14.43.405, the provisions of AS 14.43.100 - 14.43.160 [AS 14.43.090 - 14.43.160]
relating to student financial aid are applicable to the grants made under AS 14.43.400 -
14.43.500.

* Sec. 34. AS 14.43.410 is amended to read:

Sec. 14.43.410. DISTRIBUTION OF FUNDS. The funds appropriated for the
educational incentive grant program shall be allocated to eligible students in accordance
with the provisions of the federal state student incentive grant program and regulations
adopted under AS 14.42.200 and AS 14.43.405 [AS 14.43.105 AND 14.43.405].

* Sec. 35. AS 14.43.415 is amended to read:
Sec. 14.43.415. ELIGIBILITY; PRIORITY, (a) A student may apply for an
educational incentive grant if the student
(1) is a resident of Alaska;
(2) is [EITHER]
(A) enrolled as a full-time undergraduate student in a degree
program in an accredited postsecondary educational institution; or
(B) eligible to be admitted to an accredited postsecondary
educational institution; and
(3) establishes financial need in accordance with standards for determining
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financial need adopted by the corporation [COMMISSION] under 20 U.S.C. 1070c-2.
(b)  The corporation [COMMISSION] shall adopt regulations to [, BY
REGULATION,] establish a system of priority in the selection of recipients of grants
under AS 14.43.400 - 14.43.500 under which students from "low income" families or
whose incomes are considered "low income" shall be given preference in the award of
the educational incentive grants.
* Sec. 36. AS 14.43.620(a) is amended to read:

(@) The [THERE IS CREATED A] teacher scholarship revolving loan account
is created within the student loan fund (AS 14.42.210). The account [FUND] shall be
used to make scholarship loans to students selected under AS 14.43.600 - 14.43.700.
Repayments [UNLESS THE INSTRUMENT EVIDENCING THE TEACHER
SCHOLARSHIP LOAN HAS BEEN SOLD OR ASSIGNED TO THE ALASKA
STUDENT LOAN CORPORATION, REPAYMENTS] of principal and interest on a
teacher scholarship loan shall be paid into the teacher scholarship revolving loan account
[FUND] and shall be used to make new teacher scholarship loans. If estimated funds
available are inadequate to fully fund estimated teacher scholarship loans for any fiscal
year, additional funding from the general fund may be requested and appropriated for that
year.

* Sec. 37. AS 14.43.630(a) is amended to read:

(@ [THE TEACHER SCHOLARSHIP LOAN PROGRAM SHALL BE
ADMINISTERED BY THE COMMISSION IN ACCORDANCE WITH
REGULATIONS ADOPTED BY THE COMMISSION.] The corporation
[COMMISSION] shall

(1) annually allocate the [LOAN AWARDS] available [FOR] teacher
scholarship loans awards [ANNUALLY] to local school boards giving a preference to
rural school districts; and

(2) [DEVELOP AND] distribute to the local school boards an application
form for teacher scholarship loans; [THE FORM MUST INCLUDE A REQUIREMENT
THAT] the applicant must provide [SUPPLY] a high school academic transcript and a
statement of intent to enter a teaching career at the elementary or secondary school level

in the state.
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* Sec. 38. AS 1443.650(a) is amended to read:

(@) To be eligible for a teacher scholarship loan, a student must

(1) be a graduate of a public or private high school in the state [,] with
sufficient credits to be admitted to an accredited college or university;

(2) be enrolled in or show evidence of intent to enroll in a degree
program directed at a teaching career at the elementary or secondary school level;

(3) meet the conditions set by the student’s local school board with
respect to the district’s requirements for teachers in particular subject areas;

(4) submit to the local school board an application on a form provided
by the corporation [COMMISSION] under AS 14.43.630(a)(2); an application may be
submitted six months before graduation from high school; and

(5) not have a past due child support obligation established by court order
or by the child support enforcement division under AS 25.27.160 - 25.27.220 at the time

of application.

* Sec. 39. AS 14.43.650(c), as amended by sec. 20, ch. 5, SLA 1996, is amended to read:

(c) A student may not be awarded a teacher scholarship loan under AS 14.43.600
- 14.43.700 if the student receives a student [SCHOLARSHIP] loan under AS 14.43.100
- 14.43.160 [AS 14.43.090 - 14.43.160] for the same period of attendance.

* Sec. 40. AS 14.43.720(a) is amended to read:

(@)  The family education loan account is created within the student
[SCHOLARSHIP REVOLVING] loan fund (AS 14.42.210 [AS 14.43.090]). The account
shall be used to make family education loans to families selected under AS 14.43.710 -
14.43.790, to pay the costs of collecting family education loans that are in default if those
costs are not recovered from the family, and to pay the costs of administering the account.
Repayments [UNLESS THE INSTRUMENT EVIDENCING THE FAMILY
EDUCATION LOAN HAS BEEN SOLD OR ASSIGNED TO THE ALASKA
STUDENT LOAN CORPORATION, REPAYMENTS] of principal and interest on family
education loans shall be paid into the family education loan account. If estimated funds
available from family education loan repayments are inadequate to fully fund estimated
family education loans in a fiscal year, additional funding from the general fund may be

requested and appropriated for that year.
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* Sec. 41. AS 14.43.740(d) is amended to read:

Wy & Diiiiunci a uuiiyauun m iGRiiih-iiic icurtvivem TIOErA RAEINT Y OF the
principal and interest on a family education loan [MADE UNDER AS 14.43.710 -
14.43.790] begins on the first of the month immediately following loan disbursement.
The loan may be cancelled without prejudice at any time before actual disbursement. The
borrower shall repay [LOAN SHALL PROVIDE FOR REPAYMENT OF] the total
amount owed in periodic installments over a period of [EN] not more than 10 years from
the commencement of the repayment obligation. If the corporation [COMMISSION]
and the borrower agree to a different repayment schedule, the borrower shallrepay the
loan in accordance with the agreement. The borrower may make paymentsearlier
than required by this section or the agreement.

* Sec. 42. AS 14.43.990 is repealed and reenacted to read:

Sec. 14.43.990. DEFINITION. In this chapter, "corporation” means the Alaska
Student Loan Corporation.

* Sec. 43. AS 14.44.035 is amended to read:

Sec. 14.44.035. ADMINISTRATION. The Alaska Student Loan Corporation
[COMMISSION ON POSTSECONDARY EDUCATION] shall administer the state’s
participation in the Western Regional Higher Education Compact.

* Sec. 44. AS 14.48 is amended by adding a new section to read:

Sec. 14.48.035. ALASKA COMMISSION ON POSTSECONDARY
EDUCATION, (a) The Alaska Commission on Postsecondary Education is created in
the department consisting of the commissioner of revenue, the commissioner of
administration, a person representing the department appointed by the governor, and four
public members appointed by the governor. The public members are subject to
confirmation by the legislature and serve at the pleasure of the governor for four-year
staggered terms.

(b) Members of the commission serve without compensation, but the members
who are not state employees are entitled to per diem and travel expenses authorized for
hoards and commissions under AS 39.20.180.

(c) The commission shall elect a chair from among its membership at its annual

meeting each year. A majority of the members constitute a quorum for organizing the
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commission, conducting its business, and exercising the powers of the commission.
(d) The employees of the department shall serve as staffto the commission.

* Sec. 45. AS 14.48.040 is amended to read:

Sec. 14.45.040. COMMISSION TO ADMINISTER CHAPTER. The Alaska
Commission on Postsecondary Education shall administer this chapter [AND MAY HIRE
NECESSARY PERSONNEL]. The commission may obtain from departments,
commissions, and other state agencies information and assistance needed to carry out the

provisions of this chapter.

* Sec. 46. AS 14.48.050 is amended by adding new subsections toread:

(b) The commission has the following advisory functions to the governing boards
of higher education institutions in this state, the governor, the legislature, and other
appropriate state and federal officials:

(1) coordinate the development or the start of comprehensive plans for the
orderly systematic growth of public and private postsecondaiy education, including
community colleges and occupational education, and submit recommendations on the need
for, and location of, new facilities and programs; and

(2) advise as to the functions and purposes of the public and private
colleges and universities in the state and counsel as to the programs appropriate to each.

(c) The commission may

(1) require the institutions of public and private higher education and other
institutions of postsecondaiy education in the state to submit data on costs, selection and
retention of students, enrollments, plant capacities and use, and other matters pertinent to
effective planning and coordination, and shall furnish information concerning these
matters to the governor, the legislature, and other state and federal agencies as requested;

(2) establish task forces, committees, or subcommittees, not necessarily
consisting of commission members or employees, to advise and assist the commission in
carrying out its functions assigned by this chapter and federal statute; the commission may
contract with, or use, existing institutions of higher education or other individuals or
organizations to make studies, conduct surveys, submit recommendations, or otherwise

contribute to the work of the commission.

* Sec. 47. AS 14.48.090 is repealed and reenacted to read:

CSSB 301(HES) 18- SB03018

New Text Underlined [DELETED TEXT BRACKETED]



Sec. 14.48.090. FEES. The commission shall adopt regulations that establish the
amount and manner of payment of fees for applications, authorizations, permits, and
renewals under this chapter.

* Sec. 48. AS 14.48.120 is amended by adding a new subsection to read:

(d) In addition to the sanctions imposed under (a) of this section, the commission
may assess a civil fine, not to exceed $5,000, for costs of investigating and adjudicating
a matter under Inis chapter.

* Sec. 49. AS 39.05.100(a) is amended to read:

(a) A person appointed to a board or commission of the state government shall
be and have been hefore the last general election, (1) a registered voter in the state, if the
appointment is made at large or (2) a registered voter from the judicial district, if the
appointment is made from a specific judicial district. The student member of the Board
of Regents of the University of Alaska appointed under AS 14.40.150(b), the student
member of the Alaska Student Loan Corporation [COMMISSION ON
POSTSECONDARY EDUCATION] appointed under AS 14.42.120 [AS 14.42.015(e)],
and a member of the Alaska Human Relations Commission appointed under
AS 44.19.600, are exempt from the requirement of this subsection if the member was riot
old enough to be a registered voter in the last general election.

* Sec. 50. AS 39.25.110(11) is amended to read:
(11) the officers and employees of the following boards, commissions, and
authorities:
(A) [REPEALED
(B)] Alaska Permanent Fund Corporation;
(B) [(C)] Alaska Industrial Development and Export Authority;
(C) [(D)] Alaska Commercial Fisheries Entry Commission;
(D) [(E)] Alaska StudentLoan Corporation [COMMISSION ON
POSTSECONDARY EDUCATION];
(E) [(F)] Alaska Aerospace Development Corporation;
* Sec. 51. AS 39.50.200(b)(32) is amended to mad:
(32) Alaska Commission on Postsecondary Education (AS 14.48.035)
[(AS 14.42.015)];
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* Sec. 52. AS 39.50.200(b) is amended by adding a new paragraph to read:
(56) Alaska Student Loan Coiporation (AS 14.42.100).
* Sec. 53. AS 43.23.067(a) is amended to read:

(@) AS 09.38 does not apply to permanent fund dividends taken under
AS 14.43.120(i). Notwithstanding AS 09.35. the Alaska StudentLoan Corporation may
take a permanent fund dividend [EXECUTION ON A CLAIM] una”™ AS 14.43.120(i)
[IS ACCOMPLISHED] by delivering a certified claim to the department containing the
following information:

(1) the name and social security number of the individual whose dividend
is being claimed,;
(2) the amount the individual owes on the scholarship loan; and
(3) a statement that
(A) a [THE] debt for at least the amount claimed has not been
contested, or, if contested, that the issue has been resolved in favor of the Alaska
Student Loan Corporation [COMMISSION ON POSTSECONDARY
EDUCATION]; and
(B) if the debt has been contested and resolved in favor of the

Alaska Student Loan Corporation [COMMISSION ON POSTSECONDARY

EDUCATION], no appeal is pending, the time limit for filing an appeal has

expired, or the appeal has been resolved in favor of the commission.

* Sec. 54. AS 43.23.067(b) is amended to read:

(b) The Alaska Student Loan Corporation [COMMISSION ON
POSTSECONDARY EDUCATION] shall notify the individual of a claim under (a) of
this section. The notice shall be sent to the address provided in the individual’s permanent
fund dividend application and must provide the following information:

(1) the amount of the claim; and

(2) notice that the amount of the permanent fund dividend that does not
exceed the amount of the claim shall be paid to the Alaska Student Loan Corporation
[COMMISSION ON POSTSECONDARY EDUCATION] unless the commission releases
the claim or the individual requests a hearing within 30 days after the date the notice is

sent by the commission,
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*Sec. 55. AS 14.42.010, 14.42.015, 14.42.020, 14.42.025, 14.42.030, 14.42.035, 14.42.040,
14.42.045, 14.42.050, 14.42.055, 14.42.170, 14.42.200(18), 14.42.210(c); AS 1443.090,
14.43.105, 14.43.255(c), 14.43.320(a), 14.43.405(a), 14.43.620(b), and 14.43.720(b) are repealed.

* Sec. 56. TRANSITIONAL PROVISION: TEMPORARY FEE SCHEDULE FOR

CERTAINACTIVITIESRELATEDTOPOSTSECONDARY EDUCATIONALINSTITUTIONS
AND AGENTS. Until a new fee schedule is adopted by regulation to implement the changes
made by sec. 47 of this Act, the commission may charge the fees set out in the following
schedule for an authorization to operate an institution in this state and for an agent's permit related
to activities for postsecondary educational institutions: m

(1) authorization to operate $100;
(2) renewal of authorization to operate $100;
(3) an agent's permit $ 50;
(4) renewal of an agent's permit $ 50.

*Sec. 57. TRANSITION, (a) The terms of the members of the Alaska Commission on
Postsecondary Education terminate on the effective date of sec. 1of this Act. The governor may
appoint to the Alaska Student Loan Corporation a person who has served on the Alaska
Commission on Postsecondary Education and who meets the qualifications of AS 14.42.120, as
repealed and reenacted by this Act. The terms of public persons initially appointed to the Alaska
Student Loan Corporation must be set as provided in AS 39.05.055.

(b) Litigation, hearings, investigations, and other proceedings pending under a law
amended or repealed by this Act, or in connection with functions transferred by this Act, continue
in effect and may be continued and completed notwithstanding a transfer or amendment or repeal
provided for in this Act.

(c)Regulations adopted by the Alaska Commission on Postsecondary Education under
authority of AS 14.43 remain in effect until regulations adopted by the Alaska Student Loan
Coiporation under that chapter, as amended by this Act, take effect. The Alaska Student Loan
Corporation may implement and enforce commission regulations until the regulations of the
coiporation take effect. Notwithstanding sec. 59 of this Act, the Alaska Student Loan Corporation
may immediately proceed to adopt regulations necessary to implement the changes made by this
Act to AS 14.43. The regulations take effect under AS 44.62 (Administrative Procedure Act),
but not before the effective date of sec. 1 of this Act.
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(d) Regulations adopted under the authority of AS 14.48 by the Alaska Commission on
Postsecondaiy Education, as constituted before July 1, 1996, remain in effect.' Notwithstanding
sec. 59 of this Act, the commission may immediately proceed to adopt regulations necessary to
implement the changes made by this Act to AS 14.48. The regulations take effect under
AS 44.62 (Administrative Procedure Act), but not hefore the effective date of sec. 1of this Act.

(e) Contracts, rights, liabilities, notes, or other obligations created by or under a section
of AS 14.43 amended or repealed by this Act, and in effect on June 30, 1996, remain in effect
notwithstanding this Act, with all contracts, rights, liabilities, notes, or other obligations created
by or under a section of AS 14.43 amended or repealed by this Act becoming contracts, rights,
liabilities, notes, or other obligations of the Alaska Student Loan Coiporation.

(f) Records, equipment, appropriations, and other property of agencies of the state whose
functions are transferred under this Act shall be transferred to implement the provisions of this
Act.

() An individual who is an employee of the Alaska Commission on Postsecondary
Education on June 30, 1996, becomes an employee of the Alaska Student Loan Corporation on
July 1, 1996.

(h) Employees of the Alaska Student Loan Corporation who were,on June 30, 1996,
employees of the Alaska Commission on Postsecondary Education, are nolonger eligible to
accrue credited service under AS 14.25.

* Sec. 58. Section 57(c) and (d) take effect immediately under AS 01.10.070(c).
* Sec. 59. Except as provided in sec. 58 of this Act, this Act takes effect July 1, 1996.
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Please Sign-In Below
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Current Postsecondary Education Commission

14 members including:

Two members of the Board of Regents '

One member representing private higher education

One member representing Dept, of Education

Four public members *

One member of the state Advisory Coucil on Vocational Education
One member representing community colleges *

Two members from the Legislature

On* full-time student *

Or.., member of a proprietary institution *

'‘AptinterylhAGover* nronfirmedbylheLegtelatur®AAAAAAAA

Current Student Loan Corporation

5 members including:

Two members of the Commission **

Commissioner of Revenue *

Commissioner of Administration *

Commissioner of Commerce & Economic Development *
*Appointed by the Governor and confirmed by the Legislature

** Confirmed only if members represent a position that is appointed by the Governor

SB 301 Proposed Postsecondary Education Commission

7 members including:

4 public members *

Commissioner of Revenue *

Commissioner of Administration *

Member representing Dept, of Education *

“ Appointed by the Governor and confirmed by the Legislature

SB 301 Proposed Corporation

7 voting members & 3 non-voting members including:
7 members of the Commission (Voting) *
Two members from the Legislature (non-voting)

One full-time student (non-voting)
* Appointed by the Governor and confirmed by the Legislature



A laska State L egislature

Sen. Lyda Green, Chairman lg g g llg k Sla, c<pl,0l
Sen. Loren Leman, Vice-Chairman Koom 123
Sen. Mike Miller | Juneau, Alaska 99801-1182
Sen. Johnny Ellis 907-165-3702

Sen. Judith Salo

Senate Committee on
Health, Education and Social Services

MEMORANDUM

TO: Senator Rick Halford, Co-Chairman
Senate Finance Committee
FROM: Senator Lyda Green, Chairman
Senate Committee on Health, Education and Social Services
DATE: April 3,1996
RE: Scheduling Request for SB 301

| respectfully request that SB 301 be scheduled for a hearing by the Senate Finance
Committee at the earliest convenience of the Chairman.

The main provisions included in SB 301 propose to:

* Move the Alaska Student Loan Corporation from the Department of Education to the
Department of Revenue;

* Transfer the administrative functions of the Alaska Commission on Postsecondary
Education to the Alaska Student Loan Corporation;

* Change the membership of the Corporation Board to eliminate special interests and
create a majority of public members, not commissioners;

* Retain the legislative confirmation process of the public members, which Executive
Order 97 eliminated;

These changes seek to achieve the same administrative efficiencies proposed in the
Governor’s Executive Order, remove the outdated provisions in state law that have been
since removed from federal regulation and at the same time preserve legislative oversight.

Thank you for your consideration. If you have any questions, please contact me or Mike in
my office at 3762,
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/ TONYKNOWLES. GOVERNOR
J
J 3030 VINTAGE BLVO
JUNEAU. ALASKA 99801-7109
ALASKA COMMISSION ONPOSTSECONDARY EDUCATION VOICE (800) 441-2982
InJuneau 465-$7/40
TDD (907) 485-3143
NDUM FAX (907)465-3293
TO; Members, Finance Committee
Alaska Stale
FROM: Diane RnrranVRsecutive Director
DATE; April 12,1996
RE: SB 301

Alnsku Student Loan Program

lam writing to you about the continuing efforts to provide for the long-term stability ofthe Alaska
Student Loan programs through SB 301. Ourcommitmentisto making changes necessary for the
financial success ofthe loan program, the goal ofwhich isto supportall Alaskans in lifelong learning

and workforce preparation.

Many provisions in the legislation were first proposed in Executive Order 97 (see attached comparison
sheet). The governor’s plan called for elimination ofa nearly redundant board and consolidation ofall

student Financial aid functions under an expanded, special interest-free coiporation board. The primary
goal was to create and maintain a clear and distinct focus on the general welfare ofourprograms and

customers.

This legislation would also make some positive changes—separating the institutional authorization
activity and assigning itto the Department of Education while moving the administration ofthe loan
fund and the loan programs, within the Alaska StudentLoan Corporation, to tine DepartmentofRevenue;
eliminating special interest representation on the board; and, repealing unnecessary or redundant statutes.

However, this hill still leaves in its wake the inefficiencies ofa state agency having'to run two separate
boards- when only one is needed. Also, the corporation’s bond counsel, Ken Vassar, Wohlforth,
Argctsingcer, Johnson and Brecht, has reviewed the legislation and has expressed serious concerns about
the proposed composition ofthe corporation hoard. His letter is attached.

Inourcurrentclimate of budgetreduction and restraintan obvious solution to the first issue would be to
eliminate the Commission altogether and letthe State Board of Education accept, amend or rejectthe
recommendations ofthe Institutional Authori®ition staff. Secondly, to address bond counsel’s concerns,
the bill could be amended to remove the nonvoting legislative members. | urgeyouto considerthese
options inyoureffort to ensure thatthe bestinterestofthe programs and the Alaskan people can continue

to be served.

Asyou deliberate over this legislation, | would appreciate your inputon this orany other matter
involving the student loan programs.

Attachmenls



APR-12-96 FRi 16:15

STATE AK ACPE

FAX NO. 907 465 5316

COMPARISON OF EXECUTIVE ORDER 97 AND RELATED LEGISLATION
ALAKACOVMISSONONPCETSEOONDARY EDUCATION

Feature

ASL Fund Stability

Administrative
Efficiency

Underlined text indicates language NOt included in EO

-

Executive Order97

Eliminates 14 member
Commission;

Transfers agency to the
Department of Revenue;

ASL program governed
by asingle group of 7
members instead oftwo
groups totaling 17
members.

Eliminates costs
associated with a 14
member commission
meeting 4 times a year;

Provides additional
bonding expertise from
die Departmentof
Revenue;

Strcamlinca the
investment functions of
the student loan fund;

..CSHB535

Transfers Commission

ijdvicron forovsrsfAUt
of rnstimrinnal
Authorization:

Transfers administration
of the loan fund and
ASL programs, to the
Departmentof Revenue;

ASL programs governed
bv ASL Corporation of
10 members (s nrC
officio, non voting
members’™:

Provides authority to
ndopt rcenlotions under
seneral provisions for
all programs.

Reduces costs associated
with a 14 member
commission meeting 4
times a year;

Provides additional
bonding expertise from
the Departmento f
Revenue;

Streamlines the
investment functions of
the student loan fund;

Replaces Commissioner
ofC & ED with
representative from
Department of Eduation:

Transfers authority to

WAMI pmpram to the
lIniversitv of Alaska:

o1

'CSSB 301

Transfers Commission
to theDcDartmentof
Education for oversight
of Institutional
Authorization:

Transfer?: rtdministration
of tin* loan fupd and
ASL procrams. to the
Denartmerit of Revenue:

ASL programs governed
bv AST. Corporation of
10 members f3 aro ex
officio, non voting
members'l:

PrOvidrs.autboritv to
adoptregulations under
general provisions for
all programs.

Reduces costs associated
with a 14 membher
commission meeting 4 .
times a year;

Provides additional
bonding expertise from
the Departmentof
Revenue;

Streamlines the
investment functions of
the student loan fund;

mReplaces Commissioner
of C €ED with
representative fjom
DepartmentofEduation:

Transfers authority to
receive GF funds for
WAMI Droaram to the
Univcrsitv of Alaska:
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. -.-Featurs

Constitutional and
Legal Authority
Clarifications

Technical Changes

krlined text indicates language not included in EO

STATE AK ACPE

Executive Order91

Resolves constitutional
issue thatexists with
two legislators sitting on
a regulatory
commission;

The staffof the
corporation transfer to
the Departmentof
Revenue for
administrative support
purposes only;

Expands scope of policy
and planning by the
Department of
Education to include
postsecondaiy

education;
o

none

FAX NO. 907 465 5316

CS HB 535

.Qoes notresulsk
constitutional issue that;
exists with Icsislative
representation on o
public Corporation;

The staff ofthe
corporation transfer to
die Departmentof
Revenue for
administrative support
purposes only;

Leaves legislative
‘confirmation of
CommissiotLmemhers:

Requires membership of
the_.Corporati(m to sjlso
serve on Commission:

Expands scope o fpolicv
and nlanr.ing bv the
Department of
Education to perform
Institutional
AuthonVx-ition functions:

Commission to adoot
remilafiona to establish
institutional review fees.

Correctsemirs found in
SB 123 re”ardin? half-
time loan amounts and
length qf smdv for half-
time career education
programs.

2=

CS SB 301

Ttoc? notresolve
eonntitutionnl issue that
exists with Iceislstive
representation on a
nublic Corooration:

The staffofdie
corporation transfer to
the Department of
Revenue for
administrative support
purposes only;

T.eaves legislative
confirmation of
Commission members:

Requires membership of
the Commission to also
serve on Corporation:

Expands scope o fpolicv
and planningrljYib.e
Department of
Education to ncrform
Institutional
Authorization functions:

Comm ission_to_adopt
regulation? to establish
institutional review fees.

Corrects errors found in
SR P 3 regarding half-
time loan amounts and
lentrth o fstudv tor half-
time career education
programs.
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memorandum

TO: Diane Barrens

Executive Director
Ala3da Student Loan Corporation

Teresa E. Williams
Assistant Attorney Genera!
Attorney GoneraFs Office

FROM: KenVassar™r™ A

DATE: Amil 4,1996

SUBJECT: Comments Regarding CS for Senate Bill No. 301 (HES) (Legislative
Affaire Work Draft 9-LS1749\F Dated 3/29/96) and CS for House Bill
No. 535 (HES) (Legislative Affairs Work Draft 9-851748\K Dat-
ed 3/27/96)
Our File No. 4908.0213

Aswe discussed over (lie telephone yesterday, Ihove reviewedthe above-
referenced draft legislation. The two bills are similar in moat respects, although
there are some differences, Iofferthe fallowing comments for your consideration.

My first and most serious, concern arises on page 3, lines 8 through 11. of
the Senate Bill and at page 3, lines 9 through 12, oftha House BIIL Underthese
provisions, two legislators would be included as members ofthe board ofdirectors
cfthe Alaska Student Loan Corporation. Even thouPh these members would be
nonvoting, lam very concerned that Inclusion of legislators on the governing hoard
ofan executive branch agency may violate the separation ofpowers conceptcfthe
Alaska Constitution.

This concern is particularly serious because it goes to the validity of the
Corporation's decision-making process. Any Issuance ofbonds bythe Corporation
must be approved by its board of directors, and the vafidity of any ouch approval
by the board ofdirectors depends upon the validity of tha board's membership, \
fear that the inclusion of legislators on the board may constitutionally laint the
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board™s validity. [fthere isany reasonable possibility thatthis isHie case, itwould
be diffiailt, ifnet impossible, for us to provide an approving opinion in connection
wilhan attempt by the Corporationto Issue bonds. This issueWill certainly require
further research and consultation wHH tha Department of Law ifitremains a part

of the legislation.

Also relating to tire membership of the board of directors. 1note that the
language contained on page 3, linssU through 16, ofthe Senate Aill, relating to
the student members of the board, is an improvement over the corresponding
language contained inthe House Bill {page 3, lirnes 15 through 17). The previous
version would have specified certain existing universities from which the student
members would be chosen. The currentversion callsfor selection; ofthemembers
from colleges in Alaska without naming particular colleges.  In the interest of
avoiding questions ofspecial or local legislation under Article 1, Section 19, of the

<State Constitution, Ithink the currentversion kfar preferable.

As a new hill section to be added at page 5 before the existing section Sat
liro 2 of the Senate Billand liro 6 ofthe House Bill, we discussed amending AS
14.42.200(9). This paragraph, as ftaurently reads, gives the Corporation the
power to "‘collect from a borrower amounts owed with respect to a student loan the
corporation has purchased”. Under the proposed legislation, the Corporation will
make leans directly rather than purchasing them from another entity. Accordingly,
AS 14._42 .200(9) should more appropriately read: "'collectfrom a borrower amounts,
owed with respect to a student loan held by the corporation'.

Fnally, this legislation would also shift many of the duties of the Alaska
Commission on Postsecondary Educgtion overtothe Corporation arid® (atpage?l,
lire 2 of the Senate Bill and lire4 Ol the House Bil)would repeal AS 14.43.090
(establishing the scholarship revolving lcan fund and describing howthatfund can
be used). Since the Corporation would be taking on many of the Commission®
resparsibilities, itshould be given adequate powers to accompl ish those duties aa
vell. Accordingly, Mwould suggesthborroving fromAS 14.43,090 the phrase "'topay
the costs of adninistering the fund'' and add itto the proposed amendment ofAS
14.42.210(b) on page 5, at lires 18 through 21 of the Senate Bili and lines22

through 25 cfthe House Bili.

Ihope these comments are Felpful. lam happy to review further drafts as
you consider appropriate.

Comment* 5|ayurv%y CS for Sowtv DMHe. 301 (vEs) {lotfskfrt ATTUrww * Dt %2'?3%%17“ PnCmf3030%}
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ST.ME OF ALASKA FISCAL NOTE BILL NO: CS SB 303(FIN)
1996 LEGISLATIVE SESSION

Revision Date:  April 23. 1996 Dept. Affected: Revenue

Title: An Act relating to the management ol the budget BRU: Revenue Operations
reserve fund Component Treasury

Sponsor Senate Finance Committee

Requestor: Senate Finance Committee COMPONENT SERIAL NO. 121

Expendlturea/Rcvenuea: (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

UNO &STRUCTURES

GRANTS, CLAIMS

MISCELLANEOQUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1001 Constitutional Budget Reserve Fund
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY96) cost S

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
Page 1 of 1

LEG.DOCNAME.XLS



PROVIDED BY THE SENATE FINANCE COMMITTEE
CSSB 303 (FIN) OVERVIEW
As of April 24, 1996

Giving the Governor the ability to transfer management of all or a portion of
the Constitutional Budget Reserve Fund (CBRF) to the Permanent Fund
Corporation

1. provides another tool to increase the investment return on the CBRF
so
a. the CBRF can become a long range income source for the

operations of state government; and

b. the increased annual earnings will be available to reduce the
budget gap; and

2. avoids the pitfalls of a statutory micro-management of the CBRF.

The 1investment performance reporting requirements will keep the
legislature appraised of the administration®s efforts to improve the
performance of the CBRF.



04/23/96 SENATE JOURNAL PAGE 3446
SB 303
The Finance Committee considered SENATE BILL NO. 303 An
Act relating to management of the budget reserve fund; and
providing for an effective date and recommended it be replaced
with

CS FOR SENATE BILL NO. 303(FIN)

Signing do pass: Senator Frank, Cochair, Senators Rieger, Phillips,
Donley, Sharp. Signing no recommendation: Senator Halford,
Cochair, Senator Zharoff.

Fiscal note information forthcoming.

The bill was referred to the Rules Committee.



04/24/96 SENATE JOURNAL PAGE 3527

SB 303

Senator Halford moved and asked unanimous consent that the bill be
considered engrossed, advanced to third reading and placed on final
passage. Without objection, it was so ordered.

CS FOR SENATE BILL NO. 303(FIN) was read the third time.

The question being: Shall CS FOR SENATE BILL NO. 303(FIN)

An Act relating to management of the budget reserve fund; and
providing for an effective date pass the Senate? The roll was
taken with the following result:

CSSB 303 (FIN)
Third Reading - Final Passage
Effective Date

YEAS: 19 NAYS: 1 EXCUSED: 0 ABSENT: 0

Yeas: Adams, Donley, Duncan, Ellis, Frank, Green, Hoffman, Kelly,
Leman, Lincoln, Miller, Pearce, R.Phillips, Rieger, Salo, Sharp,
Taylor, Torgerson, Zharoff

Nays: Halford

and so, CS FOR SENATE BILL NO. 303(FIN) passed the Senate.

Senator Halford moved and asked unanimous consent that the vote

on the passage of the bill be considered the vote on the effective

date clause. Without objection, it was so ordered.

Senator Duncan gave notice of reconsideration.









DATE: 3/8/96 FURTHER:

Date of 5-Dav Notice: 3 -/V -7 & DATE TURNED
(in accordance with Uniform Rule 23) INTO OFFICE:
The Finance Committee considered  SB 303

Relating to the management of the budget reserve fund.

and /reoormends . . TSenate_ﬂBiII:
- -Tsame title
\y f be replaced with CS / zZ] <3723 (“p:/>CS)) [J] new title
_ y House Bill:
[ ] adopt previous CS ( ) [ ]setitle
[ technical change
[ ] attached amendment(s) new. SCR*
[ ] adopt Letter of Intent by Committee
[ ] further referra to the Committee
Co-Chair: J
Co-Chair: +Co-Chair:
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Dte Zero Fiscal Department Date Zero Fiscal
T f. - . . i .,

[ ) APPROPRIATION -- no fiscal note sinclude fiscal notes accompanying Governor’s bill



BILL NO: CS SB 303(FIN)

STAT.E OF ALASKA FISCAL NOTE

1996 LEGISLATIVE SESSION

Revision Date:  April 23,1996 Dept. Affected: Revenue

Title: An Act relating to the management of the budget BRU: Revenue Operations
reserve fund Component: Treasury

Sponsor: Senate Finance Committee

Requestor: Senate Finance Committee COMPONENT SERIAL NO. 1

Expenditures/Revenues: (Thousands ol Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY 01 FY 02
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEQUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Recelpls
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1001 Consiitutional Budget Reserve Fund
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY96) cost S

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

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



WORK DRAFT WORK DRAFT WORK DRAFT

O-LS1697XF
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CS FOR SENATE BILL NO. 303(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SEHNATE ANANCE COMMITTEE

Cfferect
Refaredt

Foors®: SENATE ANANCE GCOMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to management of the budget reserve fund; and providing for

an effective date."

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

* Section 1. AS 37.10 is arended by adding a new section to reedt

Sc. 37.10430. MANAGEMENT OF THE BUDGET RESERVE FUND, (@
The Department of Revenue may transfer management responsibility over all or a
portion of the budget resene fund (art. 1X, ssc 17, Constitution of the Sate of Alaska)
to the Alaska Permanent Fund Corporation.

(b) By March 15 of each year, the Department of Revenue shall, after
consulting with the Alaska Permanent Fund Corporation, prepare a report setting out
the balance in the budget resene fund (art. IX, sec. 17, Constitution of the State of
Alaska) on January 1 ad on Decaember 31 of the previous calendar year. The report
shall state the nominal, redl, and realized retum on the budget resene fund compared
to the nominal, real, ad redlized retum on the permanent fund and the generd fund

Bt CSSB 303(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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1 during the previous calendar yeer.
2 * Sec 2. AS 44.25.020 is amended to react
3 Sec. 44,25.020. DUTIES OF DEPARTMENT. The Department of Reverue
4 shell
5 (1) enforce the tax lans of the State;
6 (2 odllect, account for, have custody of, invest, and manege all state
7 funds and all revenues of the State exoept revenues incidental to a program of licensing
8 and regulation carmied on by another state department* [AND] funds meneged and
9 invested bythe Alaska State Pension Investment Board, and asotherwise provided
10 bv law;
11 (3 regster cattle brands;
12 (4 supply necessary derical and administrative senvices for the
13 Alcoholic Beverage Control Board;
14 (B) invest ad manege the balance of the power development fund in
15 acoordance with AS 44.83.386;
16 (6) in acoordance with the palicies estabdished by the board of trustees
17 of the Alaska State Pension Investment Board, collect, acoount for, have custody df,
18 invest, and manage the state funds for which the board is responsible;
19 (7) administer the surety bond program for licasure as a fish prooessar
20 or primary fish buyer.

21 * Sec. 3. This Act takes effect July 1, 19%6.

CSSB 303(FIN) o
New Text Underlined [DELETED TEXT BRACKETED]
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Division of Finance Comments Regarding SB303

1 Our comments regarding the bill concam its effect on cash flow.

2. Historically (the pest 4-5 years) the front section of the budget hes contained language
appropriating money from the CBRF to the GF for the purpose of balanaing revenues ad
expenditures.

3 During that same time, the State spending pettemn hes een such that during the first four
to five months of each fiscal year expenditures have exceeded revenues by aywhere
from S250 million on the low end to well over S350 million on the high end, creating
cash flow prodlens.

4. To meet those cash shortfall conditions and to avoid shutting down State payents to
vendors, schoal districts, municipalities, and the university, the division of finance hes
transferred cash from the CBRF 1o the Generdl fund.

5 QOur concam now is thet if the custody of the CBRF is transferred to the Permanent Fund
Corporation will the same opportunity exist to transfer cash from the CBRF for the

purpose of balancing expenditures and revenues and for cash flow purposes?

6. If the opportunity is preserved through the use of front section language then our primary
concem will ke how quickly the funds can be mede available when acash crisis ooours?

7. I the opportunity is not preserved, thenwe are wondering what the mechanismwill ke
for balancing revenues and expenditures and will it also apply to cash shortage situations.



SENATE FINANCE COMMITTEE

S B 3 0 3 P U R P O S E S
March 18, 1996

Having the Constitutional Budget Reserve Fund (CBRF)
managed by the Permanent Fund Corporation is intended

to:

1. maximize the investment return on the CBRF:

2. promote the CBRF as a lona range income source for
the operations of state government; and

3. allow the annual earnings to be used to reduce the

budget gap.
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BILL ANALYSIS - SB 303
ANALYSIS OF BILL/PROGRAM EFFECTS

Effect of the Bill
The bill transfers ass=t management of the Constitutional Budget Resenve Fund (CBRF) from the
Department of Reveue t the Alaska Pemarnet Fund  Corporation (APFC).

CQurrent Constitutional Budget Resenve Fund Investment Management Approach

The Treasury Division believes thet because of the need for liquidity, the CBRF hes a noderate
risk tderance. The Treasury Division maneges the Fund's rnisk expasure by investing in United
States Treasury and high quality corporate fixed income (bbonds) securities with maturities that will
not exceed five years. Graurstances can require thet money in the CBRF be used in the current
or upcoming fiscal year'. The Department of Revenue eqoeds the legislature to neke
appropriations from this fund over the next few years, ad prgects thet the fund will last at least
four years. Therefore, the Treasury Division invests the money in the CBRF in a manmner that
entails soe principal nsk.

How the APFC Manages Their Portfolio
The APFC manages the assats of the Fund in a similar manner to the Public Employees’ ad

Teachers’ Retirement Systerms.  The APFC hes a longterm investment time horizon.  This allonws
the APFC to invest in adiversified portfolio of asset dasses that have greater near-term volatility
to achieve higher expected retums owver the longer term The .APFC invests in domestic equities,
intermational equities and real estate as well as fixed iIncome securities.

Historical Retums

On July 1, 1994, the Treasury Division podled fixed income assets from multiple portfolios. By
pooling the funds, the Treasury Division can invest fener assats in lower yielding short-term
seaurties. This investment goproach hes increased revenue to the General Fund and the CBRF by
an aggregate 550 million per year.

While the CBRF eamed 10.25% for cdendar year 1995, the Treasury Division’s gpproach to
manege the risk of the CBRF is highlighted by the retums to the portfolio in FY 1998, In FY
1993, the bond market lost 1.45% for the year. By comparison, the CBRF eamed 3.45% for the

Yedr.
Investment Considerations

Commingling the assets of the Constitutional Budget Resenve Fund in a portfolio that invests in
domestic ad intemational equities exosss the fund to short-term market volatility and ignores the
probability of negative retums. This would not only expose the CBRF to potential losses,
appropriations from the Fund could potentially have a negative impact on APFC dividend payouts.

Conclusion

Funds can e ggpropriated from the CBRF to the General Fund because of unanticipated revenue
decrease or an inarease in expenditures.  While it is dear every attenpt is being made tonards
fiscal discipline, neither revenues nor expenditures can be guaranteed for a prolonged period of
time.

The Treasury Division maneges multiple asset dass portfolios.  If the CBRF hed a longer
investment time  horizon, the Treasury Division would employ nore aggressive investment
Slrateges.
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MONTH

12-95
11-95
10-95
09-95
08-95
07-95

06-95
05-95
04-95
03-95
02-95
01-95

12-94
11-94
10-94
09-94
08-94
07-94

06-94
05-94
04-94
03-94
02-94
01-94

12-93
11-93
10-93
09-93

Note:

FAHHIIAAXXX MONTH _END VALUES ($000)
RECV*"S
/PAY"S

CASH
EQUIV EQ

CUMULATIVE

CUMULATIVE
CUMULATIVE
CUMULATIVE
CUMULATIVE

131,660
111,919
79,281
55,648
151,944
210,223

210,901
203,728
72,116
47,637
50,776
51,665

48,734
127.858
125,631
147,401
246,642
960,124

770,290
757,733
693,641
493,866
491, 123
445,099

233,087
199,318
94,397
91,330

Month-end values
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RETURN

RETURN
RETURN
RETURN
RETURN

Include accrued dividend and
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CONSTITUTIONAL BUDGET RESERVE

FIXED
INCOME

SINCE INCEPTION (03/91)

CALENDAR YEAR
CALENDAR YEAR
CALENDAR YEAR
CALENDAR YEAR

2,175, 191
1,810,555
1,874,239
1,858,221
1,848, (73
1,836,388

1,831,033
1,820,558
1,791,875
1,727,351
1,679,064
1,658,970

1,640,483
1,103,212
833,347
581,093
480,786

170,264
178,453
239,478
315,528
315,789
380,261

515,821
507, 127
609,952
607,167

1995
1994
1993
1992

-10,176

«

STATE OF ALASKA

DETAIL RATES OF RETURN
DECEMBER 1995

R

TOTAL

2,306,850
1,922,474
1,953,520
1,913,869
2,000,116
2,046,611

2,041,935
2,024,286
1.863,991
1,774,988
1,729,840
1,710,635

1,689,217
1.231,070
958,977
728,494
727,428

960,124

940,554
936,186
933, 118
809,394
808,912
805,381

738,732
706,445
704,349
698,497

Interest

PORTFOLIO RATES OF RETURN

CASH
EQUIV

24.41

Income.

6.31
4.21
3.35
4.32

0.48
0.46
0.53
0.46
0.50
0.49

0.50
0.58
0.51
0.52
0.57
0.53

0.47
0.42
0.41
0.37
0.39
0.39

0.35
0.33
0.26
0.30
0. 18
0.27

0.31
0.25
0.26
0.27

EQTY

NZA

NZA
N/A
N/A
N/ZA

N/A
NZA
N/ZA
N/A
N/A
N/A

N/A
NZA
N/A
N/A
N/ZA
N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

FI1XED

N/ZA

10.42
3.19
3.55
NZA

0.79
0.89
0.86
0.54
0.64
0.29

0.58
1.60
0.83
0.60
1.21
1.13

0.3S
-0.02
0.33
0.06
0.61
0.00

0.39
0.33
0.30
0.25
0. 14
0.36

0.32
0.26
0.23
0.29

INVEST
ASSETS

<%)

TOTAL

28.45 128.59

10.25
3.53
3.47
4.30

[eNeoNeoNeNe)
©
al

0.81
0.60
1. 19
1.11.

0.40
0.04
0.35
0. 17
0.42
0.39

0.36
0.33
0.27
0.28
0. 16
0.32

0.32
0.26
0.23
0.29

10.25
3.53
3. 48
4.33

0.77
0.87
0.85
0.54
0.63
0.31

0.57
1.54
0.81
0.60
1. 19
1.11

0.40
0.04
0.35
0. 17
0.42
0.39

0.36
0.33
0.27
0.28
0. 16
0.32

0.32
0.26
0.23
0.29
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6.12
4.23
3.26
3.91

0.57
0.45
0.47
0.45
0.50
0.49

0.53
0.56
0.46
0.51
0.48
0.49

0.52
0.37
0.42
0.38
0.36
0.39

0.40
0.32
0.26
0.28
0.17
0.29

0.30
0.28
0.25
0.27

S&P
500

87.94

37.45
1.29
3.99
7.68

1.85
4.40
-0.35
4.20
0.27
3.33

2.35
3.95
2.91
2.96
3.88
2.60

1.46
-3. 67
2.29
-2.41
4.07
3.31

-2.47
1.64
1.30

-4.35

-2.70

3.35

1.23
-0.94
2.03
-0.74
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55.44

19.24
-3.51
11.06

7.5B

1.47
1.65
1.47
1.02
1.28
-0.39

0.80
4. 19
1.39
0.67
2.32
1.92

0.66
-0. 18
-0. 11
-1.51

0.04

2.00

-0.23
-0. 18
-0.83
-2.45
-2. 18

1.50

0.44
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0.41
0.35
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STATE OF ALASKA
1996 LEGISLATIVE SESSION

RevisionD a te:

Title: An Act relating to the management of the budget

reserve fund

Sponsor:
Requestor

Expenditures/Revenues:
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND &STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )
FUND SOURCE

Senate Finance Committee

Senate Finance Committee

FY 97

-50.0

-50.0

FY 98

-50.0

-50.0

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

1001 Constitutional Budget Reserve Fund
TOTAL

Estimate of any current year (FY96) cost $

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

398.5

-448.5
-50.0

ANALYSIS: (Attach a separate page If necessary)

Currently the Treasury Division charges funds managed for direct costs, plus allocates personal services
and overhead costs, generally based upon the fund's size relative to all funds managed. Ifthe CBRF
were to be moved out of Treasury, there would be seme direct decrease in custodial services we are
charged. However, the loss of these funds would not significantly impact the day-to-day overall
operation of Treasury and would therefore not result in any actual reduction In personnel or overhead.
Because there would not be any actual savings in these areas, Treasury would need to rely on an
Increase in general funds to fund these expenditures.

Prepared hy:

Division:

Approved by Commissioner
Agency:

398.5

-448.5
-50.0

Belty Martin, Com piroller/*yfer.
Treasury
Wilson L. Condon

Department ol Revenue

Y

FISCAL NOTE

BILL NO: SB 303
Dept. Affected: Revenue
BRU: Revenue Operations
Component: Treasury _
COMPONENT SERIAL NO. 121
(Thousands of Dollars)
FY 99 FY00 Fy o1 FY 02
-50.0 -50.0 -50.0 -50.0
-50.0 *50.0 -50.0 -50.0
(Thousands of Dollars)
398.5 398.5 398.5 398.5
-448.5 -448.5 -448.5 -448.5
-50.0 -50.0 -50.0 -50.0

/ Phone;
Date:
Dale:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution Information call the Governor's Legislative Office

LEG.DOCNAMEXLS

465-2350
March 18,1996
March 18,1996

Page 1
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CS FOR SENATE BILL NO. 303(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE ANANCE GOVMITTEE

Ciferect
Referredt

Soosars): SHNATE ANANCE GOVMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to management of the budget reserve fund; and providing for

an effective date."

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

* Section 1. AS 37.10 is amended by adding a new section to react

Sec. 37.10430. MANAGEMENT OF THE BUDGET RESERVE FUND, (@
The Department of Revenue may transfer management responsibility over all or a
portion of the budget resene fund (art. 1X, sec 17, Constitution of the State of Alaska)
to the Alaska Permanent Fund Corporation.

(b) By March 15 of each year, the Department of Revenue shall, after
consulting with the Alaska Permanent Fund Corporation, prepare a report setting out
the balance in the budget resenve fund (art. 1X, sec. 17, Constitution of the State of
Alaska) on January 1 and on December 31 of the previous calendar year. The report
shall state the nominal, redl, and realized retum on the budget resenve fund conpared
to the nominal, real, and realized retum on the permanent fund and the general fund

1- CSSB 303(FIN)
New Text Underlined (DELETED TE2CV BRACKETEDL
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during the previous calendar yesar.
* Sec 20 AS 44.25.020 is amended to readt
Sec. 44.25.020. DUTIES OF DEPARTMENT. The Department .of Revenue
shall

(1) enforce tre tax lans of the State;

(@ cdllect, account for, have custody of, invest, and manege all state
funds ad all revenues of the State exaept revenues incidental to a program of licensing
and regulation carried on by another state department, [AND] funds managed and
invested bythe Alaska State Pension Investment Board, and asotherwise provided
bv law

(3 register cattle brands;

(4) supply necessary derical ad administrative senices for the
Alcoholic Beverage Control Board;

(B) invest and manage the balance of the power development fund in
acoordance with AS 44.83.386;

(6) in accordance with the policies established by the board of trustees
of the Alaska State Pension Investment Board, collect, account for, have custody o,
invest, and manege the state funds for which the board is responsible;

(7) administer the surety bond program for licensure as a fish processor
or primary fish buyer.

* Sec. 3. This Act takes effect July |, 1996.

303(FIN) S
New Text Underlined [DELETED TEXT BRACKETED]
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"ALASKA PERMANENT FUND
Rolling 12 month

Cashflow Forecast i
(in Millions of Dollars)

Fiscal 19%6 Fiscal 1997
Mar-96 Apr-96 Mav-96 Tun96 Tul9%6 Aue-96 Sep9%6 Oct96 Nov-96 Dec9%6 Tan97 Feb97

BEGINNING CASH 2174 2416 2062 373 2401 221 40833 (101.0) (137.) (5.8 4.6 721

INFLOWS
Interest 14 354 838 235 39.2 828 173 35.6 829 234 01 82.7

Principal 18 1518 318 518 18 18 519 51.9 19 305 19 239

Real Estate Income 45 90 90 90 9.0 9.0 90 90 90 90 90 90
DNR Wires 80 190 190 190 190 190 190 190 190 190 190 190

Total Inflows 257 2152 1436 1033 600 1127 972 1154 1128 819 690 1346

OUTFLOWS
Dividend 00 00 00 00 (245 00 (600.0) 00 00 00 00 00

Manager Funding 00 (2500) 00 (2000) 00 00 00 (1500 00 (500) 00 00
Real Estate 00 00 00 00 00 00 00 00 00 00 co 00

Operations Expense (5l  oa oa a-a oa (19 15 @5 oa 0a a.a 1.5
Total Outflows ~ (L5) (515 (L5 (2015 (260) (L5 (60L5) (1515 (15 (L5 (15 (15

SURPLUS * 2416 262 3473 2491 2921 4083 (10L0) (137.1) (2598 M 721 2062

NOTES:
1. Ignores dividend cashflow from the equity portfolio.
2. Net investment/sales includes the transactional liquidity required by equity managers and fixed income. Minimum of$40MM

* Negative numbers requires staff to raise cash by selling seaurities in the fixed 1ncome portfolio.

I\Invest\Brad\Cashflow.xls
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OFFICIAL BUSINESS «@tfice of ﬂj)e g iECrLEEaryp capRCBULDING
JUREAL). ALASKA 9GR11

FOR YOUR IMMEDIATE ATTENTION

FROM: Office of the Senate Secretary

Please give the bill file(s) to the page delivering this message
for forwarding to the next Committee of referral.

Thank you for your prompt attention to this request.

JR/s



FISCAL NOTE No. |

STATE OF ALASKA bh Bill Version: SB Bd4-
1996 LEGISLATIVE SESSION () Publish pate: 372 ° ' 9>
Revision Date; Dept. Affedec  Administration
Title: An actrelating to eligibility for the longevity BRU: Longevity Bonus Program
bonus program Componen Longevity Bonus Program

Sponsor: Senate State Affairs
Requestor:  Senate State Affairs COMPONENT SERIAL NO# 26
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES Fy 97 Fy 98 Fy 99 FY00 FYO1 Fy 02
PERSONAL SEHRVICES
TRAVEL
CONTRACTUAL
SUPARLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS (90.0) (45.0) (45.0) (45.0) (45.0) (45.0)
MISCELLANEQUS
TOTAL OPERATING (90.0) 45.0) (45.0) (45.0) (45.0) (45.0)
CAPITAL EPENDITURES

CHANGE IN REVENLES ()

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF (90.0) 45.0) (45.0) (45.0) @5.0) (45.0)
1005 GF/Program Receipts
1037 GF/Mental Health
Other
Total (90.0 (45.0) (450 ........ (450 (45.0) (45.0)

Estimate of currentyear (FY 96) cost: $

POSITIONS:
AULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The Longevity Bonus Payment System, which isthe system used to generate monthly Longevity Bonus
warrants, also tracks recipient absences, based on Information provided by the recipients. If this legislation
Ispassed, there are currently 15recipients who would be out of compliance with program requirements
and who would be disqualified from the Longevity Bonus program immediately. We anticipate that
another 15 recipients would become disqualified over the course of the year. For the purposes of this fiscal
note, we have assumed that approximately 15recipients would become disqualified each year. Forthe
purpose of this fiscal note, we have also assumed that these recipients are all atthe $250 payment level,
although In reality this may not be the case.

Prepared byconnie J. Sipe Phone: 563-5654
Division: Division of Senior Services Date:

Approved by Commissioner: Mark Boyer Date: 27|\<SW(H>
Agency: Departmentof Administration L | |

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

(Revl/% For further distribution Information call the Governor's Legislative Office Page 1 of 1
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FISCAL NOTE -l TW

STATE OF ALASKA BILL NO. SB 304
1996 LEGISLATIVE SESSION

Revision Dote; Dept. Affodec Administration
Title: An act relating to eligibility for the longevity BRU: Longevity Bonus Program
bonus program ComponenLongevity Bonus Program

Sponsor: Senate State Affairs
Requestor: Senate State Affairs COMPONENT SERIAL NO; 26
Expenditures/Revenues . (Thousands of Dollars)

OPERATING EXPENDITURES Fy 97 Fy 98 Fy 99 FYO0O FYO1 Fr 02
PERSONAL SFHRVCES
TRAVEL
CONTRACTUAL
SPALIES
EQUIPVENT
LAND & STRUCTURES
GRANTS, CLAIMS (90.0) @5.0) (45.0) (45.0) (45.0) @5.0)
MSCELLANEQOUS
TOTAL OPERATING (90.0) 450 . 450 (45.0) @50 .. @450

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | | | | | |

FUNDSOURCE (Thousands of Dollars)
1002 Federol Receipts
1003 GF Match
1004 GF (90.0 (45.0) (45.0) (45.0) 45.0) (45.0)

1005 GF/Program Receipts

1037 GF/Mental Health

Other

Total (90.0) (453 . wso (45.0) (45.0) 45.0)

Estimate of current year (FY 96) cost: $

POSITIONS:
RULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The Longevity Bonus Payment System, which isthe system used to generate monthly Longevity Bonus
warrants, also tTacks recipient absences, based on information provided by the recipients. If this legislation
Ispassed, there are currently 15 recipients who would be out of compliance with program requirements
and who would be disqualified from the Longevity Bonus program Immediately. We anticipate that
another 15recipients would become disqualified over the course of the year. Forthe purposes of this fiscal
note, we have assumed that approximately 15recipients would become disqualified each year. Forthe
purpose ofthb fiscal note, we have also assumed that these recipients are all at the $250 payment level,
although in reality this may not be the case.

Prepared byConnie J. Sipe Phone: 563-564
Division: Divisian of Seniior Services Date:

Approved by Commissioner: Mark Boyer Jj Date- 371 'Z'flh
Agency: Department of Adninistration h | |

AREPRRTOAROCEA L DSRBIONCIRES TOGOHERNORS LEIS ANECHE

(Rov:IV5) For further distribution Information coll the Governor's Legislative Office Page 1 of 1



SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 3/8/96 FURTHER: Finance
Date of 5-Day Notice.. DATE TURNED D
(in accordance with Uniform Rule 23) INTO OFFICE:  -$1/9J9(c

The State Affairs Committee considered  SB 304

Relating to eligibility for the longevity bonus program.

and recommends:
be replaced with.
L] ® House Bill:
adopt previous CsS sanretitle
L) P B technical title
[ ] attached amendment(s) jrew SCRY
[ ] adopt Letter of Intetby Lommittee
[ ] futerrefaral tothe Committee

[ ] APPROPRIATION - no fiscal note *indude fiscal notes accompanying Governor's bill









FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 306 jSIA
196 LEGISLATIVE SESSION

Revision Date: _ . Dept. Affected: Corrections
Title: __"An Act providing for the issuance of ..bonds  "BRU: ALL
..correctional facilities Component:

Sponsor: Senate Rules
Requester: Senate Judiciary COMPONENT SERIAL NO. £0694

Expenditures/Revenues (Thousands of Dallars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 85. 180.9 190.5 2888 2%% 219.1
TRAVEL 5 15.0 15.0 . ) 100
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

M SCELL ANEDLS 00 20 200 200 00 200

TOTAL OPERATING 100.9 215.9 225.5 240.6 2412 249.1
CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match
1C04 GF 100.9 215.9 225.5 240.6 2412 249.1

1005 GF/Program Receipts
1006 GF/MHTIA

Cther
TOTAL 100.9 215.9 225.5 240.6 241.2 249.1

Estimate of any current year (FY96) cost $ 0.0

POSITIONS

FULL-TIME 3
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

o w©

Tha operational costs to the Department of Corrections are revenue neutral. Advanced planning costs to the Department of Corrections and
Transportation will be borne by an appropriation in the front forms of the operating budget to the "Public Facilities Planning Fund" (PFPF)
which will allow the two departments to conduct cooperative advance planning for each set of projects. As bonds are issued the PFPF is
reimbursed, until all advanced planning costs are offset by bond proceeds over the life of the projects. Corrections staffmg IS necessary to
ensure that advance architectural and engineering work comports with operational and security needs and so that the need for change orders
during construction is minimized.

Corrections costs are:

3 PFT's are needed for the life of the construction Phases to the beginning of the first full year of operations for all institutions. 1 Facilities
Manager 1 (§67.4); 1 PFT Criminal Justice Planner | (§71.9); and 1 PFT Administrative Clerk | ($32.5). A minimal amount of annual travel
funds to enable staff to cover on-site inspections and design and construction meetings, and some miscellaneous operating costs to cover
communication and supply materials.

(Continued on Page 2 )

Prepared by: _ o Jerry Shriner Phone:  465-4652
Division: Office of the Commissioner Date: 4/10/96
Approved by Commissioner: AL Margaret M. Pugh Date: 4110796
Agency: ADepartment of Qorrections

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

(Rev 11/95) 96fisno.xIs/IDBR 1of 2
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CSSB 306

“An Act Providing for the Issuance of ....bonds  Correctional Facilities.”
Page 2

Department of Corrections functions reguired to support design and construction of the proposed
construction prgects indude:

Verily staffing and operational requirements for each fadllity;
Coordinate RSA senvices and documentation;

Coordinate design and construction phese meetings a each location;

Attend onsite design pphese and construction phese meetings at each
location;

Ensure thet secunity-related issues are resolved in each construction plan;
Develop and implement atransition plan incdlusive of staff training; and
Confirm operating budget increments for each facllity.

* o X X

* %k
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STATE OF ALASKA FISCAL NOTE - BLLNO:
Sy e T \

;FISCAL ANALYSIS:

iThe $35.7 reflects costs of the Treasury Division to manage the bond proceeds (primarily
custodian and paying agent fees) during the construction period. Treasury estimates that the
:funds will earn approximately several million dollars of interest based on a 5.5% annual rate of
Ireturn. All interest earnings are retained in the bond fund to pay related costs or pay back debt.

jThe following assumptions have been used in the above calculations:

;8onds will be issued in five lots. While this will increase issuance costs (anticipated to be
$2,155,000), it will result in a reduction in interest expense over the life of the bonds of over
$7,000,000. Principal plus interest payments will begin in January 1998 and will be $2.7 million for
FY98. These will increase annually up to approximately $15.2 million in FY 2003 and will remain at
that level through FY 2013. The average annual debt payment for the 17 year period will be
$13.4 million.

Page 2 of

FRISBOND.XLS



. FISCAL NOTE Sg 376

STATE OF ALASKA (S) Publish Date:
1996 LEGISLATIVE SESSION

Revision Date:  3/7/% Dept. Affected: Office of the Governor
Title: An Act relating to the issuance of general 'BRU: Elective Operations

obligation bonds ...constructing state correctional facilities Component: General and Primary Elections
Sponsor: Rules Committee by reguest of the Governor

Reguester: Rules Comm by reguest of the Governor COMPONENT SERIAL NO. 22

Expenditures/Revenues (Thousands of Dallar™)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 100 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 2.2
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 2.2 0.0 0.0 0.0 00 0.0

| CAPITAL EXPENDITURES
ICHANGE IN REVENUES ( nr

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF 2.2

1005 GF/Program Receipts

1037 GF/Mental Health

Other

TOTAL 2.2 0.0 0.0 0.0 0.0 0.0
Estimaie of any current year (FY96) cost; % 0.0

POSITIONS

FULL-TIME 0

PART-TIME 0

TEMPORARY 0
ANALYSIS: (Attach a separate page if necessary)

This figure includes the cost of providing information about this issue in the Official Election Pamphlet as
required by AS 15.58, and the programming costs for counting votes cast on the question.

Prepared by: Dana LaTour (B_ Phone:  465-5347
Division; Division of Elections Date: 3/1/%
Approved by

Commissioner: Lt Governor Fran Ulmer”r-y A~ Date: 3/1/%
Agency:. Office of the Lt. Governor®

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

(Rev 11/95) 96fisnot.xIs/DBR Page 1 of 1
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/ WALTER J. HICKEL, GOVERNOR

333 WILLOUGHBY AVENUE. 11TH FLOOR

DEPARTMENT OF REVENUE P 0. BOX 110405
JUNEAU. ALASKA 99811-0405
PHONE: (907) 465-2350
TREASURY DIVISION ! FAX:  (907) 465-2394
MVarch 19, 19%6
The Honorable Save Frank

CoChair, Serete Hnance Committee
Aaska Sate Capitdl Building
Room 518
Juneay, AK 90801
Dear Seretor Frank:
Qgect B 306/ HB 514 for the issuance of Ganerd Ghligation Bonds
On Monday, March 18 1996, a the Serete Hinenoce Gomittee neeting with Deppartiment of
Corredtians, your conmittee was presanted with an overview of SB 306/ HB 541 Bassd onyour
request at thet meeting, we are providing you with the following information:
The cite of the last Generd Chligation dledtiat
Noverrber 4, 1980
Bond sdhedules for the issLes to e sdd should the vaters ggarove a new issuiance of GO ook,
The sdhedules ae ataded

Fease cdl if you have further questias.

Departrent of Revene
ac Serdle Seoday



.02

M ar-08-96 O1:06P GFA 212 809 6317
... State aska
General Obligation Bopgs-"AA" Scale As Of Harch A, 19%6
(&ons?ru%onrgrtg)g%ﬁ:sgggﬁgﬂ@lOliamhnes)
DEPT SERVICE SCSHDULE
DATE PRINCIPAL  COLRN INTEREST  PRR1o TOTAL  FISCAL TOTAL
1/ 198 2,74003000 2 74003000 2,740, 03000
7/ 1/98 3,845 00000 2,7%0@0.00 6,5§48’030.oo 0
1/ 1/99 282761000 282761000 9 412 64000
7/ 199  4,280,000.00 28761000 7 107 61000
AT 30163%25 3,0163%.25 10 124006 75
7l 1/ 0 4,995 00000 3,0163%25 8 011 3%.25
Y11 31433625 3,1433665 11 154 76250
7[ 1/ 1 5,740,00000 3,14336625 88833665
Y12 3,806 90875 3,806 90875 12690 27000
71 1 2 7,830,00000 38069875 11,636 990375
1Y 13 3,606 23750 3,606 23750 15243 14125
7l 1 3 823500000 3,%237.50 ]_1,84% 23750
AT 3387,54500 3387,54500 15228 78250
7l 1 4 8,680,00000 338754500 12 067 54500
AR 3135875 315056875 15218 11375
7/ i/ s 9,165 00000 31505875 12315 568.75
1 16 2,80524875 289524875 15210,817.50
7/ 1 6 968500000 2895 24875 12580 24875
Y17 2,62058875 26205875 1520083750
7l 1 7 1024500000 26205875 1286558875
Y 13 23249625 23249625 1519051500
7/ 1/ 8 10,835000.00 2249625 13 159 926.25
1/ 19 20068625 200680625 1516573250
7/ 1/ 9 11,490,000.00 20068062 1349% 806.25
1/ 110 1,663 7873 1663 70875 15 160 515.00
7/ 110 12 180,000.00 1,663 70875 13843 70875
1, 1m 12839625 129390625 1513761500
7/ 1711 12,930,000.00 128390625 14223 06.5
1 112 84,8637 83483375 15 118 77000
7/ 112 13745 000.00 8% 86375 14,639,863.75
1/, 113 463 78875 78875 15 103 65250
7/ 113 14,620,000.00 463 7875 15083 78875 15083 738.75
148, 500, 000.00 79,684,990.00 228, 184, 990.00
148, 500, 000.00 79,684,990.00 228, 184, 990.00

Dated 7/ w97 with Delivery of 7/ wo7

PREPAREO BY: GOVERHHEHT FINANCE ASSOCIATES, INC.

Hicro-Huni Debt Date: 03-08199%6 a 120719  Filename: AQD  Key: CCHINE3

NOTE:

1. Over the nexttwelve to eighteen months, interest rates maybe higher,
and an assumption taking a possible increase into account has been
incorporated herein.

2. Outside factors (i.e. higher inflation expectations) can alter interest rate
estimates.

3. Actual time, for bond issuance is not yet determined. Any extension of

the period for issuance can change the applicability of the interest rate

assumptions.
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PREPARED BY: GOVER\VENT AINANCE ASSOCIATES, INC.

Key: 7-1-97

Filename: AKRO

03-n«-i996 a 12:01:18

Date:

Micro-Muni Sizing



Nla>~-08-96

01:07P GFA

DATE

BEEE

RRRRRRRRRRRRRRRRRRRY
OO VOO ~N~NOOUITTE BWWNIN R <OO

SERREE

RN R R R AR AR AR IARIRIARIRNIARIRIRIRNR,
A

114

212 8009

6317

. State of Alaska
r g I St o iy

PRINCIPAL

3,845 000.00
4,015 000,00
4,210 000.00
4, 430,000.00
4,665,000.00
4,915,000.00
5, 185,000.00
5, 475, 000.00
5, 790,000.00
6, 125 000.00
6, 485 000.00
6,875 000.00
7,295, 000.00
7,745 00000
8, 235 000.00
8, 760,000.00

94, 050.000.00
94, 060 000.00

CFBT SERVICE SCHDULE
QRN INTEREST
2,740,030.00
4450000 2 740 030.00
2,654, 478.75
4850000 2 65471, 47875
2557 115.00
5150000 2557 11500
2 448, 707.50
5300000 2 448 707.50
2331 31250
5400000 2 331 31250
2 % 357.50
5500000 2 205 357.50
2 070 19500
5600000 2 070, 19500
1,925, 015.00
5700000 192501500
1768 977.50
580000 1768 977.50
1,601, 067.50
5900000 1 601 067.50
1.420,380.00
6000000 1 420,380.00
1, 225 830.00
I 1 R D
6.20000 1016 14250
789, 997.50
6300000 78999750
546,030.00
6400000 546 030.00
282 510.00
6450000 28251000

Dated 7/ w97 with Oelivery of
PREPARED BY: GOVERNVENT FINANCE ASSOCIATES, INC

Micro-Huni Sizing Date: 03-0019%6 3 1201:28

e
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55 166.292.50 149 216,292.50
55,166.202.50 149 216,292.50

7/ vo7

Filename: A Key: 7-1.97

FISCAL TOTAL
2,740,030.00
9,239,508.75
9, 226 593.75
9,215 82250
9,210,020.00
9,201, 670.00
9,190, 55250
9, 180 21000
9, 168 99250
9, 160 045.00
9, 146 447.50
9, 131, 210,00
9, 116 97250
9, 101, 14000
9,081, 027.50
9,063 540.00
9,042, 510.00

.04



M ar'-08-96

(0]

.G7P GEA 212 809 6317
Genegél 0 I|g@t|on ?St?te%ﬂ r% Ma C[l 4. 19%6
9>Q W g ’?P»nm%:[gsssséeg gg 13S: SascaI |>|> %«
nanysl:s{ C|3E' TtItABI\é sxmnrz ss susseBEE N:som
DELIVERY DATE. 7/ 198
sources of Funds
Par Amoun} Bond
|scoun .00
BONG PrOCERUS.......oovvorvevrmmsssssevssmsssssssssssssssssssssssssens 6,000, 000.00
$6,000,000.00
Uses of Funds
N2::aBs«r:stsr
et Bopd Proceeds 5, 760 000.00
0St.of Issuance. %)88
ontingency........
$6,000,000.00
PREPARED BY: GOVERNVENT AINANCE ASSOCIATES, INC.
Hicro-Huni Sizing Oate: 03-0.0-1996 a 11:59:29 Filename: AKBO Key: 7-1-98
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DATE

R AR Y R Y R AR IR AR IRIRIRIR A I I,
RPRRRPRRPRPRRPRPRPRRPRRRRPPRRRRRRRR R R
EERRBRERBB0w0mo~~oountm=mwwnn - moo 88

o,

PRINCIPAL

265,000.00
280,000.00
295,000.00
310,000.00
325,000.00
35, 000.00
365,000.00
385,000.00
Aos. 000.0C
A30.000.00
As0.000.00
Ags. 000.00
515, 000.00
550, 000.00
585, 000.00

6,000, 000.00
6,000, 000.00

Stat
PO a L1 l| J
on gf plate Corry Correctlonal aC|I|t|es)

éﬁs of ot

QAN INTEREST .

173 13125
AASJ0 173 13125
167 235.00
A, 850000 %g .88
5.150000 %g%%gf%
gl
sA000 1AAERB
% 858.75
5500000 858.75
126 371.25
5,600000 126 37125
116, 151.25
5,700000 116 15125
105 178.75
5,000000 106 17875
93, i %

5.9nnnoo ] .
RO 7l 7
6.000000 80.7/8.75
66, 9%0.75
6.100000 66, 98.75
52 156.25
6.200000 52 156.25
36,1915
6.300000 313 %222
6.A5000 18 866.25
3,260,397.50
3,260,397.50

)ated 7/ o8 with Delivery of 7/ 198
PREPARED BY: GOVERNHENT ANANCE ASSOCIATES, INC.

Hicro-Muni Sizing  Oatc:

030-19%6 S *1'59:36

212 809 6317

rch A, 1996

PRio TOIA.  ASCAL TOTAL
7313125  17313L%5

607,680.00
88.75 2875
Er
6375  607.A8250
 633.75
858.75

/1% 605A92.50
853,75
12637125  607,230.00

1615125  607,52250
501, 15125
10517875  606330.00
510, 178.75
93 % 603 612.50
E 77875  60A 18250
. 7M8.75
526, %% 607,697.50
5 15625  60A 10500
567, 156.25
36,1915 603 3A7.50
586 191.25
1886625 60505750
603 566.25
603 866.25
9, 260,397.50
9,260,397.50

Filename: A0 Key: 7-1.93

.06



Mat--08-ge 01:08P GFA 212 809 6317

.. State aska
Gene el OPIb%?.tmn Pog?s-"&é"%caﬁe As Olg Maic 4, 19%
[ onstruction of State Correctional Facl |.|esg
XI«<Kes::ssI»n??srsxxBX3=sssrx>>Ka:sssrsiBBIIISSS:s
SOURCES AMD USES OF FUNDS
DFIVERY DATE 7/ 1/99

sources of Funds

PBr Amount of Bends 510, 250, 000.00

+Premiw -%ISCOUH'[ 50.00
Bond Proceeds........... 10, 250, 000.00
510, 250, 000.00

Uses of Funds

et Bopd Proceeds 9,985 000.00
M e L
$10,250, 000,00

FREPARED er: GOERNMVENT ANANCE ASSOOATES  INC
Hlcro-Huni Sizing  Dote: 03-08-1996 a 11:57:53 Filename: AKGO Key: 7-1-99

P.

07



M ar-08-96 01:08P GFA 212 809 6317

Gene 8' Obli t|on ?F RI\Ag ECh 4, 196
onstru lon o ate orrectlonal acilities)
S XlsmeSSSX

DATE PRINCPAL ~ CGOLRON INTEREST ~ PEROO TOTAL » HSCAL TOTAL

/1o 22625 2204625 29204625
7/ /0 50500000 4450000 2204625 79704625
/11 28081000 28081000 10778525
7/ /1 52500000 48000 28081000 80581000
Y 12 26807875 26807875 107383875
7/ 1 2 55500000 5150000 26807875 82307875
1/ 13 2378750 25378750 10768665
7/ /3 5800000 5300000 25378750 838 78750
1Y 14 23828500 23328500 1.077.07250
7l 1/ 4 61500000 5400000 238200 85328500
Y15 2168000 22163000 107496500
7715 65000000 5500000 2168000 87163000
1/ 16 20380600 20380500 107548500
7/ 16 69000000 5600000 20380500 805.00
U7 184, 485.00 43500 1078 290.00
7/ /7 7300000 57000 18448500  914.48500
Y 13 163 630.00 16368000 1078 16500
7/ 113 700000 5Co0m 16368000 93363000
1/ 19 14135000 14135000 107503000
7/ 19 81500000 5900000 14135000  956.350.00
1/, 110 1730750  117.30750 107366750
7/ 710 86500000 6000000 1730750 98230750
AT 91.357.50 91.35750 107366500
7/ 711 92000000 6100000 9135750 101135750
VATV 63.297.50 63.29750 107465500
7/ 712 98000000 6200000 6329750 1043 297.50
1, 113 3291750 3201750 1076 21500
7/ 113 1,04500000 6300000 3291750 107791750
i/ 114 1,077,917.50
R 10 250,000.00 5,105, 775.00 15 355, 775.00

10 250.000.00 5,106 775.00 15 355, 77500

Dated 7/ w99 with Delivery nf 7/ w99
PREPARED BY: GOVERWENT ANANCE ASSOCIATES, INC.
Micro-Muni Sizing Date: 03-0819%6 3 115802  Filename: A  Key: 7-1.99



GGM I|0n ?OMOffe‘j naloiéélcI P,QS

?SQ@% xti:rsr' ’\éNI\QBuBuBSttsrrrrssraBsm?l css rr
DELVERY DATE 7/ o/ o

Sources of Funds

rAmou Bond .................................. 19 .00
re(ng } E{ISCOUH ..................................... 000’%8.00
BONA PTOCEETS. ...oocvvvvcvnsvensismssssssisnne 9, 000,000.00
$, 000 000.00
Uses of Fmds
rraaacrr:::::
et Bopd PROCERUS....vvveevrrsevessesssssssssessssssssssssssssssssessssssesnes 8, 740, 000.00
0st.0f_Issuance...... 260, 000.00
ONEINGBNCY corvvvvsvesormersrmsrmsrssesssssssssssssssssssssssssssssssrssnes 000
*9,000,000.00

PREPARED 8Y: GOVERWENT FINANCE ASSOCIATES, INC.
Micro-Muni Sizing  Date: 03-0819%6 9 115601  Filename: A3  Key: 7-1-00
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DATE

RRRKRERRRRRRRRRRRRK
OO OERONOOUIUTS AWWNNEF -

55

RN ARIARARARIRIARIRIRIRIRIR,
BERRER

2R R

N

G

PRINCIPAL

490,000.00
515,000.00
540,000.00
570,000.00
600, 000.00

900, 000.00

9,000, 000.00
9,000, 000.00

212 809 6317 P .10

tion YEQ% &é , 19%
ono at orrectmnal aC| |e

7SSSM SIBXSSSSSNBra

ﬂann«s r: »scecs

QAN INTEREST ~ PERICD TOTAL . AISCAL TOTAL

25340375 25340875 25340875
4.450000 25340375 403.75

242 50125 242,501.25 985, 905.00
4.850000 24250125 , 0L25

23001250 230,012.50 987,513.75
5.150000 23001250 7m0&5)

Zﬁﬂﬂm 216 107.50 %ﬁﬂﬂm

B

5300000 216 107 786, 10750
201, ooz 20100250 98711000

54000 201000250 80100250
18480250 18480250  985805.00

5500000 8PS0 81981250
3000 16734000 907, 14250

5600000 16734000  €42340.00
121& 44000 14844000  990,780.00

5700000 14844000 658 44000
12820600 12820600 98664500

5800000 12820600 683 205600
10631000 106531000 98951500

5900000 10631000 90631000
8271000 8 71000 989 02000

6.000000 % 71000 93% 71000
210.00 5721000 98992000

6.100000 5721000 95721000
29,760.00 2976000 986 970.00

6.200000 2976000 989 760.00
989, 760.00

4,095 61000 13 09561000
4,09561000 13095 61000

Dated 7/ 2/ o with Delivery of 7 1/ 0
PREPARED BY: GOVERAVENT AINANCE ASSOCIATES, INC.

HicrJ-Huni Sizing  Date:

03-0819% 3 115611  Filename: ABD  Key: 7-1-00
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01:03P GFA 212 809 6317

Gene 8' Obligation ?o %s "RL"Aéacae As Of March 4, 19%
(onstr tion of State Correctional Facilities)

SOURCES AMD _ USES . OF F:lSJa)l\glgcsz

'saa:Bz:irr;=r: =r=r===z3ai«zC=

DELIVERY DATE. 7/ 1/ 1
Sources of Fends

IMUMIS3SSSM8
Par Amou} ...................................... *29 20q088.oo
|scoun ...................................... .00
B‘%efgrocee ..................................................................................... 29,200, 000.00
S29,200,000.00
Uses of Funds
.r.sssxar.r
NEt BODA PTOCERUS.....ccvvoseevvrsscerssernssesssssssssessssssssssssssssssssseens 28,760, 000.00
8?1t |r(1J ge hséy“a” ce o 40 0(6)88
S$29,200,000.00

PREPARED BY: GOVER\VENT FINANCE ASSOCIATES, INC.

Micro-Muni Sizing Date: 03-08199%6 S 115427  Filename: A  Key: 7-1:01

.11



War--0S-96 O1:09P GFA 212 809 6317

Gene{&'or?s?rl %IIgJ%HOPOgtateXéONGCTIOHa|Ol!a,\éﬂ(ltj[’]le% B

ca C:= *«|MU*«rrs

DATE PRINCIPAL ~ CORON INTEREST ~ PeRIOO TOTAL  HSCAL TOTAL
Y12 16250 81216250 81216250
7l 1/ 2 1,78500000 4450000 %22' 16250 2,597, 16250
Y13 772 44625 4625 3,36960875
71 /3 187000000 480000 77244625 2 642 44625
¥4 727 098.75 0875 3,369, 54500
7l 1/ 4 19500000 5150000 727,087 2 6920875
AT 67650000  676,50000 3,3(73\5&175
71 1/ 5 207500000 5300000 67650000 2,731,50000
Y/ 16 62151250 62151250 3,37301250
7l 1/ 6 218500000 5400000 62151250 2,806 51250
Y7 562 517.50 51750 3,369,030.00
7l 1/ 7 231000000 5500000 56251750 2,872517.50
1/ 18 498 992.50 o050 3,371,510.00
711/ 8 24400000 56000 49899250 2,938 9250
1/ 1/ 9 43067250 167250  3,369,665.00
711/ 9 258500000 5700000 4&%672.50 3,015 67250
1/, 1710 000.00 35700000 3,372,67250
7/ 710 2,73500000 5800000 35700000 3,092 O00.
Y 1m 27768500 2776300 3,36968500
7 711 2,9001000 5900000 27768500 3,17768500
1 112 192 13500 1360 3,369 8000
7/ 1712 3,080,00000 6000000 19213600 3,272 13600
113 99 735.00 99 73600 3,371,87000
7 1713 3,270,00000 6100000 9973500 3,369 73500
114 3,369, 73500
29, 200,000.00 12,066,91500 41, 256,91500
29, 200,000.00 12 056,915.00 41, 256,91500

Dated 7/ 2/ 1 with Delivery of 7/ 1/ 1
PREPARED BY: GOVERAVENT ANANCE ASSOCIATES, INC.

Mico-Muni Sizing Date: 03-(R-19%6 a 115446  Filcnome: AR  Key: 7-1an
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State of Alaska
OFACE OF THE GOVERNOR
Juneau
March 11, 1996

The Honorable Drue Pearce
President of die Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Pearce:

Under the authority of art. 1ll, sec. 18 of the Alaska Constitution, | am transmitting a bill
providing for the issuance of general obligation bonds to finance the expansion of
regional correctional facilities at several locations in Alaska. The bonds would be issued
in the principal amount of $ 148,500,000.

Alaska'sjails and prisons are severely overcronded. While we have put more police on
the streets and rewritten the criminal code to produce longer and stronger sentences, we
have not significantly increased the number of prison beds in Alaska's correctional system
since Spring Creek Correctional Center opened in January 1988.

As aresult, we now face sulbstantial fines for any violation of court-ordered population
limits at our correctional facilities. We are now also confronted by a new dass action
lawsuit related to the housing and program needj of female prisoners that promises to be

just as costly and protracted as the Clearv litigation if the issues it raises are net addressed
swiftly.

My Administration inherited this problem, and we accept the responsibility of remedying
it.

After several months of study and planning by the criminal justice mini-cabinet, we
propose this bill as one part of a three-part plan to manage Alaska’'s growing prisoner
population. Our approach to expanding capacity takes a statewide view and puts thejalil
and prison beds where they belong —hi the regional centers around the state where there
are courts, prosecutors, defense attomeys, iaw enforcement resources, and existing
correctional facilities suffering from overcronding.



In addition to expansion, the Department of Corrections will pursue new initiatives to
reduce the number of low-risk offenders entering correctional facilities, while increasing
the number of low-risk offenders exiting ourjails and prisons. These two Firts of the
plan are equally as critical as exppansion. They will employ both programmatic efforts
and increased use of private and non-profit halfway houses to ensure that beds in our
secure facilities are available for dangerous offenders. A prisoner will not be released
from a secure setting unless the prisoner isjudged to be at low risk to reoffend; protecting
the public will remain as the foremost concem as these parts of the plan are carried out.

| must note that even if this threepart plan is completely successful, Alaska will not have
solved its prisoner problems. Our state population continues to grow; alcohol abuse
continues to fuel a disproportionate growth in the crime rate; and tough new laws and
enhanced law enforcement efforts are resulting in our criminal justice system
apprehending, convicting, and incarcerating more offenders than at any time in our
history.

If we are ever to stem this rising tide of prisoners, we must focus more resources on
prevention and intervention, especially in programs aimed at our young people. Some
1,500 juveniles were arrested last year on felony charges and we know that many of these
children eventually will appear in the adult corrections system.  Clearly, we need stronger
efforts in prevention, and | anticipate specific recommendations aloi. j these lines when
the Youth and Justice Conference that | convened last fall issues its report later this year.
Also, | again urge the legislature to work with me to endow, for the first time, the recently
reconstituted Children's Trust Fund as a public-private partnership dedicated to meeting
the needs of troubled children.

For now, we are obligated to provide norejail and prison space in which to house our
prisoners. Construction and operation of these proposed correctional projects will
represent a significant commitment of state revenue to support our criminal jn«*Tre v'trm
and, in tum, protect the people of Alaska. But we believe that over die lung lemi n wal
be the most cost-effective method of dealing with our growming prisoner population.

I have purposefully chasen general obligation bonds as the primary vehicle to finance
expansion for two reasons. First, with revenue declining, it is more feasible to pay for
these projects over a long term than it would be to fund them with direct capital
appropriations. Second, the Alaska Constitution requires general obligation bonds to be
submitted to the voters of the state for ratification and | strongly believe that such a
substantial financial commitment deserves to be subjected tc avote of the people.

| have taken the additional step of including tire costs of tire first full year of operations
once all of the projects in tire ballot proposition are completed. We expect an estimated
average annual debt sendee payment of S13,423,000 through 2013 if tire bonds are sold at



par. The Department of Corrections estimates that the operating costs for the first full
year after all these projects are completed will be approximately 528,000,000. Cost
reductions made poassible by the projects, such as closure of the 6th Avenue jail in
Anchorage and the retum of 206 prisoners from a contract facility in Arizona, are
expected to produce a net operating cost of 518,700.000 for these facilities in the first

year-that all of them are in use.

If approvea by the voters, 'his commitment will then become an integral part of the state's
long-range financial plan. | urge your support for this bill.

Sincerely,

Governor
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SENATE COMMITTEE RJ?

DATE: 4/3/96

FURTHER/ Finance

DATE TURNED INTO OFFICE:

The Judiciary Committee considered  SB 306 .

Providing for the issuance of general obligation bonds for correctional facilities.

ad recommrends: Senate BiJi:
. | 4"same title
| be replaced with (O3 S ~ C? I jnew tite
House BIill:
| adopt previous CS [ |same tite
J jtedmical change
| attadhed amendment(s) J Jnew: SCR*
| adopt Letter d” Intent by Committee
Committee

1 futher refaral to the

SKrNiya DO PASS /]

NEW FISCAL N(
Department Date

OTHER RECOMMEND.M IONS

PREVIOUS FISCAL NOTE(S):*

Zero  Fiscal Department Date Zero Fiscal

| | APPROPRIATION - no fiscal note sinclude fiscal notes accompanying (.'overnor's bill



I'SENATE COMMITTEE RETORT
First Committee of Referral

DATE: 3/12/96 FURTHER: Judiciary
"AFlnafleer

Date of 5-Day Notice: _ DATE TURNED

(in accordance with Uniform Rule 23) INTO OFFICE: _

The State Affairs Committee considered SB 3CS

Providing for the issuance of general obligation bonds iadfee~ai:nJontn3f43"5QQQQ0 for the purpose
of paying the cost of design and construction of state correctional facilities.

and recommends: Senate Bill:
[X] sare title
D4 be replaced with. cs 56 5 o0( _(_srn_ | ] newtitle
House BiIll:
[ ] adoptprevious _ cs [ ] saetitle
[ | tedmical title
[ ] attached amendment(s) [ Jrew SR
[ ] adoot Letter of Intent by ,Comnttee
[ ] futherrdflerd tothe Comittee
SIGNING m  PASS DP othep/recommendatiSns NR DNP  AM
1
\ \/
CHAIR: CHAIR:
NEW FISCAL NOTE(S): PREVIOUS! FIS~A jaiNOTE(S) *
Date Zero Fiscal Date Zero Fiscal Afl
tdfvLct &ec;-Ttrry-s R A A
QFrce. or if- Sev> % M(i a-x o>\

[ ] APPROPRIATION —no fiscal note "include fiscal notes accompanying Governor's bill



