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FOR YOUR IMMEDIATE ATTENTION

DATE: May 14, 2002

TO: Finance Committee
(Mindy - Room 520)

FROM: Office of the Senate Secretary
SUBJ: Waived Bill(s)

The Chair of the Committee noted above lias waived referral on the following bill(s):

CS FOR HOUSE BILL NO. 182(FIN) am
"An Act relating to certain vehicles, including motorcycles and trailers; relating to
the registration, bonding, and other regulation of motor vehicle dealers; relating to
the registration and other regulation of certain motor vehicle buyers’agents; relating
to acts and transactions involving vehicles, including trailers, and to the acts and
practices of certain persons and entities involved in vehicle transactions, including
trailer transactions; relating to consumer protection for used vehicle buyers;
amending Rule 3, Alaska Rules of Civil Procedure; and providing for an effective
date.”

CS FOR HOUSE BILL NO. 203(FIN)
"An Act making an appropriation to the Legislative Council for a study of school
district cost factors; and providing for an effective date."

HOUSE BILL NO. 451 am
"An Act relating to municipal bond reimbursement for school construction; and
providing for an effective date.”

Please give the bill file(s) to the page for forwarding to the next Committee of
referral. Thank you.



A laska S tate L egislature

Representative Peggy Wilson
Putting Alaska's Families First

SPONSOR STATEMENT

HB 203

“An Act making an appropriation to the Legislative Budget and Audit for
a study of school district cost factors; and providing for an effective date.”

Alaska has a constitutional obligation to provide a full education for all students. The
challenge inherent in this mission is to account for diverse geographic, cultural and
economic conditions.

The formula currently employed, while well-intentioned, has unintentional consequences.
A design error, which tracked expenses as opposed to the actual cost of providing an
education in each school district, has resulted in flawed district cost factors. Failure to
precisely measure differential costs across the state has resulted in inequitable funding.

What is the cost of providing an education in each school district as it relates 10 Anchorage
as a base? What arc the exact costs of electronic communications in Yakutat? What is the
specific cost of fuel in Dillingham? What are the property insurance rates in Tok? What
does it cost to gel aschool fire code inspector to Angoon?

HB 203 will provide factual answers to these questions. HB 203 proposes an independent
study of school cost differentials to be contracted by the Legislative Budget and Audit at the
cost of $350,000.

Contact Representative Peizcv Wilson

4/27/01

Junoau: Stale Capitol, Rm. 409 ¢ Juneau. AK 99801-1121 ¢ ph: (907) 465-3824 « rat; (907) 465-3175
Wrangell LIO: PO Bat 109 « Wangell. AK 99929 « pht (907) 874-3088 « fax: (907) 874-3955
Petersburg LIO: ph: (907) 772-3829 » fax; (907) 772-3779
Sltka LiO: pht (907) 7474665 « fax: (907) 747-5807
Repfesenlal¥e.Peggy. Wilon@LegBsUle ak.us ¢ http:/Amwv.akfepublicans.ofg « 1-800-686-3824
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.Public School Funding Formula
District CostFactors
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IV. Conclusion - Continuous Improvement

Alaska adopted the Quality Schools Initiativewith the understanding thatALL
children can reach higher stanuards. Furthermore, the Quality Schools Initiative
promises thatno childwill be leftbehind. This indeed isan enormous
undertaking and isthe first time the State of Alaska hasmade such apromise to

all children.

That promise means every child will read, write and do math athigher levels
than ever before. Itmeans schools and parents will no longer letchildrenmove
through the grades without gaining essential skillsalong the way. Itmeans more
childrenwill have abright future and millbecome good citizens.

Itmeans Alaska®s policymakers need to follow through and provide the support
and necessary resources that teachers and schools need inorder for Alaska to

make good on itspromise toyouth.

Members of the task force recognized from the outset the challenge inestimating
the funds needed toeducate all Alaska students tohigh standards. In
structuring the assignment for the task force, members relied on the staff of the
Department of Education & EarlyDevelopment toprovide extensivebackground
information. Issues related toprior statutory amendments to the foundation
formula, cost-of-doing-business inrelationship toannual allocations of funds
through the formula, analyses of districtexpenditures of funds, and individual
and professional experiences allplayed a significant role in the formulation of

the recommendations.

Task forcemembers extensively examined the recent report entitled Abska's
Public School Funding Formula: A Report to the Alaska State Legislature. In
reviewing the report, the task force

e agreed that districtshad lostpurchasing power;

e concluded thatanew methodology needs tobe determined tomore
precisely fund the cost-of-doing-business ineach Alaskacommunity;
and

e recognized that the foundation formula®s funding floor reduction
should be suspended until a new district cost factor study isconducted

and fully implemented.

Report To the Governorand State From the Education Funding Task Force
Board of Education & Eariy Development 17 February X, 2001



Alaska School Operating
CostStudy

Review of Calculated CostFactors

Prepared for:

Alaska DepartmentofEducation

and Early Development
801 Westl0™S treet
JuneauAlaska, 99801

Preparedby:

AN ifMcDowell
JxHqg r g. h

Juneau « Anchorage



Statementofthe Situation

inearly 1998, the McDowell G_roug prepared the Alaska School Operating Coci Study
for die’State of Alaska Legislative Budget and Audit Committee, The purpose of the
study was to determine adjustment factors that compensate for the impact of school
stye and geographical location on school operating costs. These factors were,
incorporated into the Public School Funding Formula.

It is,important to stress that this study dealt with only one piece - operatin%costs- of
a large and complex puzzle termed the School Foundation Formula. It was not
intended to determing the cost of basic educational (Basic N(ed), but only how to
allocate a portion of Basic Need (i-¢., certain school operating costs) as defined by
legislative appropriation. Also, Basic Need is only a starting point for[)u_bllc school
funding; many adjustments are made for local contributions, federal impact aid,
special needs, and other factors, Since the report was published, additional
legislation has been enacted which has "'adjusted™ the District Cost Factors; all of
these adjustments have been determined outside of the study amilysis.

In our report, we cautioned the Committee that this was an important step, but only
a first step in the process of transforming the funding process into one that has a
scientific and empirical hasis.. Previous to 1998, District Cost Factors were hased
primarily cm outdated (1985) household market basket costs unrelated to the cost of
operating schools. A major advance of the Alaska School Operating Cost Study was,
for the first time since statehood, to base District Cost Factors on what it cost to
actually operate schools. The priority focus of the study effort was placed on the
most significant port of operating Costs, namely school Tevel or instructional costs
accounting for at least 70% of the total Ihe second major advance was to base school
level (instructional) costs on standards for staffing schools of various Sizes. The
result was a sound defensible means of allocating instructional costs consistent from
district to district that allows for updatingbased on changes inADM.

However, such a standard was not possible for district level costs and the solution
was an imperfect one that now prevents updating of the district level cost
component of the. DCF. Instead of a uniform standard Uke that calculated for school
size, districtswere simply allocated district level costa based on each district's actual
expenditures per student in FY 1996, the most recent year available at the time of the
study. As aresult of this acknowledge shortcomln_%, we recommended that the
Committee implement a transition period to evaluate if adjustments axe needed, and
put further work into understanding the non-personnel and administrative costs,
research that eventually could lead to standards for district level costs.

The Alaska Department of Education and Early Development is now in the process
of recalculating the cost factors using 1999 data. Several issues;and concerns about
the District Cost Factors have emerged in thiswork. TheMcDov/~ell Group views this
situation as an excellent opportunity to review the assumptions, strengths and

limitations of our earlier study.

Alaska School Operating Cost Study " McDowell Group, Inc. Page ® 2

Review of CeidMeted Cost Fedors



Recommendations forFurther W ork

The 1998 McDowell Study put significant analysis into school level (instructional)
costa, which comprise diemajor percentage of school operating costs. This analysis
produced a methodology thatcanbe updated yearlywith the assurance of providing

meaningful allocations.

As stated in the 1998 report, the State of Alaska should continue to improve its
Public School Funding Formula and engage a similar quantitative effort into district
level costs. Though the magnitude of these costa iswell below instructional costs,
they comprise a value that is certainly significant and can impact many districts,
especially those on the margin of adequate funding. Data collection and
standardization has apparently improved to the point that such a study will produce

meaningful results.

Updating the District Cost Factors using the current methodology with 1999 data
will result in more questions than answers. We recommend that tne current DCF"s
be maintained and the Department's efforts he placed in re-examining the

methodology. . .

There are two primary approaches to an analysis of district level costs. The firstis a
study similar to the one in 1998 that seeks to understand the reasons forwhy these
costs vary by school size and location. For these types of indirect costs, a typical
study would be fo determinemajor cost pools and identify unique drivers for the
pools. A private industry approach to understanding indirect costs is to develop
cost pools based on distinct activities, hence the name activity-based costing (or
ABC). The ABC approachhashbecome quite popular in the public sector aswell, as it
can lead to the creation of standards that can be used tomonitor and control indirect

costs. *

The second approach is a rate-setting approach. Indirect costwould be examined to
the extent that expenditure goals could be developed. A funding methodology
could then be devised to provide incentives to school districts for achieving these
goals. This approach requires amore clearly defined public policy component than
fireactivity-based approach

»ll
In dosing, the McDowell Group offers a two-step recommendation. The firstis to

assemble a preliminary study team comprised of Alaska education experts with a
mix of rural and urban school district operations experience. This study teamwould
determine and examine critical issues and develop project objectives. The second
step is to design an on-going cost research program that specifies data that will
properly account for regional and school size differences in district level and

administrative costs.

Alaska School Operating Cost Study Lo McDomi Group, Inc. Page « 6
R&vhw of Calatiatad Cost Factors



SENATE COMMITTEE REPOR,

DATE: 4/17/01 FURTHER: Finance

DATE TURNED
INTO OFFICE:  CA\"£>1Q\

Health, Education and Social Services Committee considered CS FOR HOUSE BILL NO. 203(FIN)
APPROPRIATION: STUDY OF SCHOOL COST FACTORS

"An Act making an appropriation to the Legislative Council for a study of school district cost factors; and
providing for an effective date."

and recommends: Senate Bill:
[ lsame title
[X] be replaced withS*S CS ( W&S ) N4] new title
flouse Bill:
] adopt previous CS ( ) [ ]same title
[ ]technical title
] attached amendment(s) DC] new: SCR# \b
] adopt Letter of Intent by Committee
] further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

[*"APPROPRIATION - no fiscal note

SIGNATURES AND RECOMMENDATIONS: Do DoNot  NoRec  Amend
Pass Pass
OSYL* |
. nJLUL—
j !
CVV—x_- U

Chair:_ " y



SENATE FINANCE COMMITTEE

SIGN-IN

HB 203-APPROP: STUDY OF SCHOOL COST FACTORS

NAME: ‘. Subject/Bill No: 1
Co /Dept [Title* A Phone:

Address:. fTo/ AdL wtA 4A 2&S 7iP- 99& V

Do you wish to testify? S*\Yes No .Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:-----------
Address: Zip:

Do you wish to testify? Yes No .Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:-----------
Address: Zip:

Do you wish to testify? Yes No .Respond To Questions

NAME: Subject/Bill No:
Co./Dept./Title: Phone:----------
Address: Zip:

Do you wish to testify? Yes No .Respond To Questions

SFC-01 -1- 5/1ICl

MB 203









HOUSE COMMITTEE REPORT
@1
Date Referred to Committee: April 5,2001 FURTHER REFERRALS:
Date of Committee Action: _

The FINANCE Committee considered: HB 204

HOUSE BILL NO. 204 STUDENT LOANS/COMN. ON POSTSECONDARY ED.
"An Act relating to the Alaska Commission on Posfsecondary Education and the Alaska Student Loan Corporation; relating to student financial aid
programs and the financing of those programs; establishing the Alaska Advantage Loan Program and the Alaska Supplemental Education Loan Program;
increasing the bonding authorization of the Alaska Student Loan Corporation; providing for liens resulting from a default under AS U.43 or AS 14.44;
relating to the duties of the recorder regarding those liens; relating to defaults under the Western Regional Higher Education Compact; relating to the
prohibition on discrimination regarding programs under AS 14.43; relating to fees for the review of certain postsecondary institutions; making conforming
amendments; and providing for an effective date."

Recoi.:~tends it be replaced with CS ( ) [ JSame Title [ ] New Title
For Senate Bills with new title: [ j Technical Title / 1 New Title: HCR

[ ] attach amendments
[ ] add new referral to Committee
[ ] Letter of Intent Committee

Listof NEW FISCAL NOTES PREVIOUS FISCAL NOTES

ébbrev. *For ChiefClerk's Office Use Only

Dg[r)IS P« List by Dcpt(s):  Fiscal Indct.  Zero
ADM

CED

COR

e A« Gdtm s
DEC

DFG

GOV

HSS

LAA

LAW

LWF

MVA

DNR

DPS

REV

DOT

UA

FN .
List by Dept(s): n Fiscal Indct. licro

DP DNP
Printed Last Name

B.ulvn.c/i

Wi/eelj*.

"10SSc5s

Fg5100

William /



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2001 LEG|SLAT|VE SESS|ON Bi”Version: HB204
(H) Publish Date: 4/4/01
Revision Date/Time (Note if correction): 4/3/2001 10:00 Dept. Affected; Education
Title: An Act relating to the ACPE and the ASLC relating BRU: ACPE
to the student financial aid programsand the financing of those... Component: Student Loan Operations
Sponsor Rules Committee
Requester. (H)EDU Component Number 213
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 135.6 250.6 256.9 263.3 269.9 276.6
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 135.6 250.6 256.9 263.3 269.9 276.6
CAPITAL EXPENDITURES 135.6 250.6 256.9 263.3 269.9 276.6 |
ICHANGE IN REVENUES ( ) | | 4,502.0 1 8.440.5| 12,160.0 1 15,957.7) 22,946.3 |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type) 135.6 250.6 256.9 263.3 269.9 276.6
TOTAL 135.6 250.3 256.9 263.3 269.9 276.6
Estimate of any current year (FY2001) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time 2 2
Part-time

Temporary

ANALYSIS: (Atif'h asopr ale page if necessary)
ACPE's becoming s federtii mr>der will bring additional revenue through loan guarantees, interest subsidies and special allowance

payments. Additional revenues will be used to continue to reduce educational financing costs to our borrowers.

Costs ere identified for e total of four Federal Family Education Loan Program (FFELP)-reialed staff; two In FY2002 and two in
FY2003. Tt.sse positions are critical to ensure success as a federal lender. Compliance with federal requirements is required to
retain the guarantee on the FFELP portfolio and to receive reimbursements for loan losses due to death, disability, bankruptcy and
default To assure compliance, a full-time compliance specialist is needed. Entry level for this job dess is a Range IB, starting in
FY2002. To address AKFFELP-releled programming end reporting requirements, an additional programmer/analyst will be needed.
Entry level Is Range 22, starting in FY2002. Starting In FY2003, an accountant wifi be needed to facilitate required federal and
guarantor reporting. Entry level for this position is Range 16. Also In FY2003, a customer relations specialist is needed to meet

Prepared by:  Sheila King, Finance Officer Phone 465-6757
Division Finance Date/Time 4/3/01 10:00 AM
Approved by: Diane Barrans. Executive Director Date 4/3/2001
Agency Alaska Commission on Postsecondary Education
For distribution Information, call the Governor's Legislative Office
(S*V 270001 OVB) Pagel_of 2.

COMMITTEE COPY



Analysis (continued)
growing demand for on-site financial aid and training and information dissemination at high schools and postsecondary schools
around Alaska. Entry level for this position is Range 14. Salary protections include anticipated annual merit increases.

The income figures shown in the Change in Revenues line is a result of four components: 1) the Special Allowance payment
provided by the U S Department of Education (ED) to compensate the lender (ASLC) for fluctuations in interest rates during the
year. This special allowance is determined by a formula, but is currently 50 basis points and is calculated based on the lenders
volume of federal student loans; 2) 1he interest subsidy paid by ED on those federal loans whose borrowers Qualify for subsidy
based on their family income; 3) A 98% loan guarantee on all defaulted federal student loans serviced within the requirements
established by ED; and 4) Accrual of interest during the Itvschool period on norvsubsidized and supplemental loans.

It is important to note that these income figures are based on current FFELP rates. Because this biU provides for the ASLC to
make below market rales available to its Alaska customers, the end result will be to utilize this positive financial shift as a means
to reduce lending rates and allow our borrowers to benefit in the form of reduced borrowing costs.

Page J2_ of 2 _



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEG|SLAT|VE SESSlON Bill Version:

(K) Publish Date:
Revision Date/Time (Note if correction): _Dept. Affected]
Title: An Act rolating to the ACPE and ASLC: establishin;BRU:

the Alaska Advantage Loan Program and the Alaska Supplemental Component.
Sponsor: Rules Committee

1
HB 204
¥/22/01

Education
ACPE

Student Loan Operations

Requester: Governor Component Number: 213
ExpenditureS/RevenueS (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 135.6 250.6 256.9 263.3 269.9
Travel
Contractual
Supplies
Equipment
land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 135.6 250.6 256.9 263.3 269.0
CAPITAL EXPENDITURES 135.6 250.6 256.9 263.3 | 2699
CHANGE IN REVENUES ( ) 4,752.6 86973 12,4232 | 16,227.4
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type) 135.6 250.6 256.9 263.3 269.9

TOTAL 135.6 250.6 256.9 263.3 269.9

Estimate of any curre ryeai tFY2001) cost: 00
Prepared by:  Sheila King, Finance Officer Phono 465-6757
Division Finance Date/Timo 3/12/0L
Approved by: Diane Barrans. Executive Director Date 3/12/2001
Agency Alaska Commission on Postsecondary Education

For distribution Information, call the Governor's legislative Office
(R*v 2/7/2001 OMQJ

COMMITTEE COPY

FY 2007
276.6

276.6
2766 |
24,416.2 |

276.6
276.6

10:00 a.m.

Page 1_of_2_



Analysis (continued) HB 20441

customer relations specialist is needed to meet growing demand for on-site financial aid training and information dissemination at
high schools and postsacondary schools around Alaska. Entry level for this position is Range 14. Salary projections include
anticipated annual merit increases.

Page_2. of_2



Tony Knowles PO SO*,,I’;OOI
GOVERNOR Junoau_Ajassd »dH -:C0’
1907) -16. 300

Pa* [907) 465 5]

State of Alaska
OFFICE OF TKE GOVERNOR

JUNEAU Hrf5 2 b~

March 20, 2001

The Honorable Brian Porter
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Porter:

Alaska's student loan program has achieved great success in the past few years. The
Commission on Postsecondary Education and the Alaska Student Loan Corporation have turned
the program around -- running it in the black for the first time in history and paying a dividend
back to the state. This year the dividend payment is S2.2 million with another $4 million
expected for fiscal year 2002. All of this while serving over 90,000 Alaska student loan
customers with $615 million in loans.

This bill I transmit today establishes the AlaskAHvantage Loan Program, the next step in
continuing the growth and financial integrity of the state student loan program. Under this
legislation, Alaska would participate in the federal guaranteed student loan program which
brings benefits including low interest rates for borrowers and reduced risk to the state through
federal loan guarantees.

This bill also creates a supplemental loan program to provide financial assistance in the event the
AlaskAdvantage Loan is insufficient to cover education costs or the student does not qualify for
assistance under the federal guaranteed student loan program.

This bill will create a one-stop financial aid information center and financial opportunity,
guaranty the lowest possible borrowing rates, streamline aid delivery and reduce financial risk to
the State through the federal guarantee. This program will also offer expanded options for
borrowers with special needs in loan repayment.

At a time when access to quality education is at the forefront of our legislative agenda. 1urge
your prompt and favorable action on this measure.

Sincerely



BILL
SECTION

AK STATUTE SECTION TITLE

Findings and purpose.

ACPE advisory functions.

ACPE mandated functions.

ACPE authorized (permissive)
functions.

ACPE authorized role rc:

postsccondary consortia in Alaska

ASLC purpose

ASLC general powers

PAGE

o N O O

LINE

12
1-25

24-31
1-25

26-31
1-7

8-18

19-31
1-31
1-31
1-16

I T I I B O

PURPOSE OF SECTION

Emphasize ACPEMSLC joint missions to expand
economic benefit of education and training as broadly in
the state as possible; providing benefits to individuals,
institutions, and industries.

Remove archaic and/or unfunded functions.

Emphasize financial aid administration, regulation of in—

state postsccondary institutions; and administration of
federal student financial aid.

Clarify: (1) regulation adoption authority to administer
state and federal financial aid programs and
postsccondary institutional authorization; (2) authority
to delegate operational administration to ACPE
executive director or subcommittees; (3) establish and
collect fees for review of non-Alaska institutions; and,
(4) collect financial aid debts from individuals,
including collection fees.

Authorization to negotiate agreements between the
University of Alaska and other consortia institutions.

To include creating financial aid administration
efficiencies. Provide operating principles to guide
corporation action.

Revise and clarify collection authority and to insure
ASLC activities are financially self-sustaining.

TYPE OF CHANGE

New Language

Amended Language

Repeal and Reenacting
Language

Moves Existing Language and
Adds New Language

Amended Language

Amending and Clarifying
Language

Amending and Clarifying
Language

EFFECTIVE
DATE

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately



BILL
SECTION

10

1

12

13

14

15

AK STATUTE SECTION TITLE

ASLC to finance education loan
programs.

Clarifies the purpose of the
education loan fund and describes
appropriate uses of the fund.

Education loan fund.

Education loan fund.

Bonds of the corporation.

Bonds of the corporation.

Tmst indentures and tiust
agreements.

Pledge and agreement of state.

PAGE

10

10

10

10
1
1

1
12

12

LINE

12-31
1-8

9-16

17-26

27-31

36

7-31

9-18

PURPOSE OF SECTION

Provide direction for establishment o f state
supplemental education loan programs. Provide
operating principles to insure flexibility for developing
various state loan products and that such products be
designed to attract and retain students in Alaska,
including offering terms and conditions that arc more
attractive than prevailing market terms.

By reference, specifically authorize financing for

integrated state and federal financial aid programs.

Conforming change.

Conforming change.

Extend maximum time period for ASLC bond maturities
when longer terms are financially beneficial.

Increase two-year aggregate ASLC bonding capacity to
insure adequate cash ilow to meet integrated programs

loan demand.

Conforming change clarifying broad collection authority
on all assets and obligations to the corporation.

Conforming change.

TYPE OF CHANGE

New Language

Amended Language

Amended Language

Amending Language.

Amended Language.

Amended Language.

Amended Language

Amended Language

EFFECTIVE
DATE

Immediately
implement,
but loans
disbursed
on or after
July 1,2002

Immediately

Immediately
implement,
but loans
disbursed on
or after July
1,2002

Immediately
implement,
but loans
disbursed on
or after July
1,2002

Immediately

Immediately

Immediately

Immediately

March 22, 2001
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22

23

24

25

26

AK STATUTE SECTION TITLE

General provisions.

Education loan program.

Conditions of loans.

Conditions of loans.

Conditions of Loans.
Consolidation of loans.
Eligibility of Students.
Discrimination prohibited.

Default.

Default.

Default.

PAGE

12
13
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13

13
14

14

14

14

14

14

15

15

15
16

LINE

19-31

8-20

21-26

27-31
1-2

3-11

12-20

21-25

26-30

31

1-24

12-24

25-31
1-6

PURPOSE OF SECTION

Provide definitions of terms used throughout this
chapter.

Secs. 17 through 28 retain existing Alaska Student Loan
Program until AKAdvanlage is operating in 2002-2003.

Conforming change.

Conforming change.

Confo ning change.
Conforming change.
Conforming change.
Conforming change.

Provide administrative collection oower thiough
authority to issue liens against real property as a means
of recovering on defaulted loans.

Extend uniform collection methods for all loans serviced
by the Commission. Recognize that default threshold
under AKAdvantagc will be set according to federal
standards (currently at 280 days delinquency).

Provide jfault appeal process to borrowers regardless
of the specific loan type. Establish a timely response
standard for the ACPE executive director to act upon a
default appeal.

TYPE OF CHANGE

Moves Existing Language and
Adds New Language

Nesv Language to Replace AS
14.43.090

Amended Language

Amended Language

Amended Langtta :
Amended Language
Amended Language
Amended Language

New Language

Amended Language

Amended Language

EFFECTIVE
DATE

Immediately

Immediately

Immediately

Immediately

Immediately
Immediately
Immediately
Immediately

Immediately

Immediately
implement,
but loans
disbursed

on or afier
July 1,2002.

Immediately
implement,
but loans
disbursed

on or afier
July 1,2002.

March 22. 2001
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SECTION

27

28

29

29

AK STATUTE SECTION TITLE

Lien.

Definitions.

Establish the federal guaranteed
AKAdvantagc and the Alaska
Supplemental Education Loan
Programs.

Sec. 14.43.161 Purpose; creation.

Sec. 14.43.162 Eligibility.

Sec. 14.43.163 Restrictions on
award.

Sec. 14.43.164 Use of loan.

Sec. 14.43.165 Interest.

See. 14.43.166 Repayment.
I

Sec. 14.43.167 Consolidation of
loans.

PAGE

16

16
17

17-22

17
18

18

18

18
19

19

19

LINE

7-18

19-31
1-14

16-20

21-31
1-11

12-22

23-25

26-31
1-7

10-17

18-25

PURPOSE OF SECT ION TYPE OF CHANGE

Describe the lien authority of the ACPE regarding New Language.

defaulted student loans

Conforming changes. Amended Language.

New Language.

Sec. 29 as a whole, describes the new, integrated loans prograi. \ AKAdvantagc to be first
loan offered to borrowers.

Recognize that the eligibility criteria is established by federal student loan rules. Additional
AKAdvantagc criteria are that a borrower be an Alaska resident or attending in Alaska.
Defines residency criteria.

Recognize that annual lending limits under this program are set by federal student loan
rules.

Recognize that permitted use of funds determined by federal student loan rules.

Recognize: (i) that the formula for setting the interest rate on the loan is determined by
federal rules (variable with current cap of 8.25%); (2) the rate may be no more than the
federal student loan rate; (3) interest accrues from the time the loan is disbursed to the
borrower; (4) during periods of enroliment or deferment the borrower may elect to pay the
interest or to have it capped; and (5) for those borrowers who qualify, the federal
government may pjy interest on their behalfduring oualifying periods.

Clarify that loan terms include a six-month grace period during which payments are
deferred. Clarify that loans obtained in error or by falsification by borrower may be subject

to accelerated repayment requirement permitted by federal student loan rules.

Clarify ACPE authority to offer consolidation of loans.

EFFECTIVE
DATE

Immediately

Immediately

Immediately
implement,
but loans
disbursed
on or after
July 1,2002.

March 22, 2001



BILL
SECTION

29

29

29

29

29

31

AK STATUTE SECTION TITLE

Sec. 14.43.168 Default.

Sec. 14.43.170 Creation; purpose.

Sec. 14.43.171 Applicability of
other laws.

Sec. 14.43.172 Eligibility.

Sec. 14.43.173 Loan award
maximums.

Sec. 14.43.174 Interest.

Sec. 14.43.175 Repayment of
loans.

Memorial Scholarship Loan Fund

Memorial loan payment.

PAGE

19

20

20

20
21

21
22

22

22

22

23

23

LINE

26-31

1-10

11-14

15-31
1-27

28-31
1-12

13-21

22-27

28-31

1-5

6-12

EFFECTIVE
DATE

PURPOSE OF SECTION TYPE OF CHANGE

Authorize ACPE to establish default requirements that are compliant with federal student
loan rules.

Alaska non-fedcral loan to be provided to supplement AKAdvantaue loan to address
remaining financial need.

Incorporate, by reference, certain specific existing Alaska Student Loan requirements. This
section creates alignment of terms and conditions of the Supplemental loans with
AKAdvantagc loans to reduce consumer confusion and administrative complexity where
possible. Applicable laws are regarding: minimum s'andards for institutional default rales;
H-ohibited discrimination; contracting with minors; default and collection tools (PFD
garnishment, leveraging licenses, administrative wage garnishment, creating liens);
definitions; use of loans; loan consolidation, and, default.

Provide for Supplemental loans to continue to be available to Alaska institutions that may

i ot participate or qualify for participation in the federal student loan program and allow
/\CPE to establish certain standards with which the institutions may be required to comply.
Provide the authority to perform credit review o fapplicants for Supplemental loans.
Establish minimum credit standards. Specify conditions under which an applicant who fails
to meet the standards may become qualified for a loan, including obtaining a credit-worthy
co-signer.

Establish annual and aggregate loan award maximum for the Supplemental loan. Provide
that borrowers must be considered in good standing by their institution to continue to
receive loan disbursements.

Provide authority for the ASLC to set the interest rates and provides that the rate not exceed
8.25%. Clarify that interest accrues from the time a loan is disbursed and that interest may
be paid or deferred and capped, as elected by the borrower.

Provide for a six-month grace period following the in-school period when payments arc
deferred.

Conforming change. Throughout this chapter references Amending Language. Immediate
to "scholarship loans” arc being amended to read

“education loans" to eliminate any confusion about

whether the aid is a scholarship or a loan.

Immediate

Conforming changes. Amended Language.

March 22, 2001
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SECTION
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33

37

39

41

42

AK STATUTE SECTION TITLE

Memorial loan administering
authority.

Education Incentive Grant
Administration.

Teacher Education Loan selection
criteria.

Teacher Education Loan selection
criteria.

Family Education Loan account.

Definitions.

Definitions.

Repayment condition for (WICIIE)
program participants.
Repayment.

Duties ofrecorder.

Repealer section.

PAGE

23

23

23
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24
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24

24

24

24

25

25

LINE

13-17

18-22

23-27

28-31

2-14

15-17

18-24

25-27

28-31

1-3

PURPOSE OF SECTION

Conforming changes.

Conforming changes.

Conforming changes.

Conforming changes.

Conforming changes.

Adding a chapter definition for corporation to mean
ASLC.

Adding chapter definitions for “federal guaranteed
student loan program™ and approved FFEL institution."

Conforming changes.

Provide for collection authority in the event of default of
a WICHE Professional Student Exchange Program loan.

Conforming change related to ACPE authority to place a
lien as a means of collection on a defaulted loan.

Repeal 14.42.010(a), ACPE purpose and intent, and
14.42.030(c) ACPE functions. Replaced in Secs. 1-4 of
this bill.

Repeal 14.42.390, ASLC definitions, replaced in Sec. 16
of this hill.

TYPE OF CHANGE

Amended Language.

Amended Language.

Amended Language.

Amended Language.

Amended Language.

New Language.

New Language

Amended Language.

New Language

New Language

Amending Language.

EFFECTIVE
DATE

Immediate

Immediate

Immediate

Immediate

Immediate

Immediate

Immediate
implement,
but loans
disbursed on
or afier July
1,2002.

Immediate

Immediate

Immediate

Immediate

March 22, 200!
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AK STATUTE SECTION TITLE

Transition language.

Transition language.

Instruction to Rcvisor

Effective Date Section.

Effective dale section.

PAGE

25
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25
26
27
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27

LINE

6-13

14-20

21-31
1-31
19

10-11

12

PURPOSE OF SECTION TYPE OF CHANGE

Repeal 14.43.090, creation of the scholarship loan fund,
which is replaced in Sec. 17 of this bill.

Repeal 14.43.255(c), memorial loan fund, authority to
sell assigned loans to the corporation.

Repeal 14.43.315, memorial discrimination prohibited
section. Protection provided through incorporation by
reference in Sec. 32 ofthis bill.

Repeal 14.43.730; family education loan administration
section. Authority provided through incorporation by
reference in Sec. 3 of this bill.

Repeal 14.48.050(10), ACPE power to establish lees for
review ofinstitution. Replaced in Sec. 4 of this bill.

Provide ACPE with ability to immediately begin Transition language.

AKAdvantage implementation processes that are
necessary in order to offer student loans under the new
program for the 2002-2003 academic period.

Provide ACPE with ability to immediately begin Amended Language.

AKAdvamage regulation promulgation necessary to
offer student loans under the new program lor the 2002-
2003 academic period.

Conforming changes to provide consistent use of
terminology relating to loan programs administered by
ACPE.

EFFECTIVE
DATE

Immediate

Immediate

Immediate

March 22, 2(101
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TONY KNOWLES. GOVERNOR

/ 3030 VINTAGE BLVD
JUNEAU. ALASKA 99801-7109
ALASKA COMMISSION ON POSTSECONDARY EDUCATION A VOICE (800) 431-2962

InJuneau 465-6740
TDD (907) 465-3143
FAX (907)465-3293

April 30, 2001

The Honorable Pete Kelly, Co-Chair
Finance Committee

Alaska State Senate

State Capitol Building, Room 518
Juneau, Alaska 99801

Dear Senator Kelly:

As the Executive Director/Officer of the partner agencies, the Alaska Commission on
Postsecondary Education (ACPE) and Alaska Student Loan Corporation, | am writing to
request your support for HB204, a bill creating the AlaskAdvantage Loan Program...
Specifically, | am requesting that the bill be heard by the Finance Committee as soon as
possible. In addition to public hearings on HB204 in both the House Special Committee on
Education and the House Finance Committee, it’s companion legislation in the Senate,

SB 155, was also the subject of two hearings in the Senate Health, Education and Social
Services Committee. In each event the bills were positively received, without objection from
members of either body or from a member of the public.

As | indicated during my briefing with you earlier this session, the bill is the result of
months of planning on the part of senior ACPE management working in consultation with
University of Alaska administrators. As you know, in recent years the ACPE and ASLC
have been successful in turning the financial status of the Alaska Student Loan Programs
around to its cunrent healthy condition. This transformation has only been possible through
the consistently strong bipartisan support of our initiatives to improve services and eliminate
financial risks for the programs. The AlaskAdvantage Program is designed to insure we are
able to continue on this positive trend through the years to come. Enclosed is ACPE’s
sectional analysis that describes changes to Alaska Statute contained in the bill.

I am confident that if HB204 is passed this legislative session, ACPE will be prepared
to offer the expanded benefits to our customers in 2002-2003. | hope that you will support

our efforts to implement this program as soon as possible. Thank you for your consideration
of my request, as well as for your long-time support of our programs.

Diane Barrans
Executive Director

DB/dm

Enclosure



Mirch 20, 200

Re: HB 204 - An Act relating to the Alaska Commission on Postsecondary
Education and the Alaska Student Loan Corporation...

Dear Speaker Porter:

Alaska's student loan program has achieved great success in the past few years. The Commission
on Postsecondary Education and the Alaska Student Loan Corporation have turned the; rogram
around -- running it in the black for the first time in history and paying a dividend back to the
state. This year the dividend payment is S2.2 million with another $4 million expected for fiscal
year 2002. All of this while serving over 90,000 Alaska student loan customers with S615
million in loans.

This bill I transmit today establishes the AlaskAdvantage Loan Program, the next step in
continuing the growth and financial integrity of the state student loan program. Under this
legislation, Alaska would participate in the federal guaranteed student loan program

which brings benefits including low interest rates for borrowers and reduced risk to the state
through federal loan guarantees.

This bill also creates a supplemental loan program to provide financial assistance in the event the
AlaskAdvantage Loan is insufficient to cover education costs or the student does not qualify for
assistance under the federal guaranteed student loan program.

This bill will create a one-stop financial aid information center and financial opportunity,
guaranty the lowest possible borrowing rates, streamline aid delivery and reduce financial risk to
the State through the federal guarantee. This program will also offer expanded options

for borrowers with special needs in loan repayment.

At a time when access to quality education is at the forefront of our legislative agenda, lurge
your prompt and favorable action on this measure.

Sincerely,

/sl

Tony Knowles
Governor



BILL
SECTION

AK STATUTE SECTION TITLE

Findings and purpose.

ACPE advisory functions.

ACPE mandated functions.

ACPE authorized (permissive)
functions.

ACPE authorized role re:
postsccondary consortia in Alaska

ASLC purpose

ASLC general powers

PAGE

0 N O o

LINE

12
1-25

26-31
1-14

15-23

24-31
1-25

26-31
1-7

8-18

19-31
1-31
1-31
1-16

S A O O I T A T
P

PURPOSE OF SECTION

Emphasize ACPE/ASLC joint missions to expand
economic benefit of education and training as broadly in
the state as possible; providing benefits to individuals,
institutions, and industries.

Remove archaic and/or unfunded functions.

Emphasize financial aid administration, regulation ofin-

state postsecondary institutions; and administration of
federal student financial aid.

Clarify: (1) regulation adoption authority to administer
state and federal financial aid programs and
postsccondary institutional authorization; (2) authority
to delegate operational administration to ACPE
executive director or subcommittees; (3) establish and
collect fees for review of non-Alaska institutions; and,
(4) collect financial aid debts from individuals,
including collection fees.

Authorization to negotiate agreements between the
University of Alaska and other consortia institutions.

To include creating financial aid administration
efficiencies. Provide operating principles to guide
corporation action.

Revise and claiify collection authority and to insure
ASLC activities arc financially self-sustaining.

TYPE OF CHANGE

New Language

Amended Language

Repeal and Reenacting
Language

Moves Existing Language and
Adds New Language

Amended Language

Amending and Clarifying
Language

Amending and Clarifying
Language

EFFECTIVE
DATE

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately

Immediately
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SECTION
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1

12
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14

15

AK STATUTE SECTION TITLE

ASLC to finance education loan
programs.

Clarifies the purpose of the
education loan fund and describes
appropriate uses of the fund.

Education loan fund.

Education loan fund.

Bonds of the corporation.

Bonds of the corporation.

Trust indentures and trust
agreements.

Pledge and agreement o f state.

PAGE
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10

10

10
1
1

1
12

12

LINE

17-31
1-1

12-31
1-8

9-16

17-26

27-31
1-2
36

7-31
1-8

9-18

PURPOSE OF SECTION

Provide direction for establishment of state
supplemental education loan programs. Provide
operating principles to insure flexibility for developing
various state loan products and that such products be
designed to attract and retain students in Alaska,
including offering terms and conditions that are more
attractive than prevailing market terms.

By reference, specifically authorize financing for
integrated state and federal financial aid programs.

Conforming change to incorporate the new programs
that have an effective date of 7/01/02.

Conforming change to incorporated the new programs
that have an effective dale of 7/01/02

Extend maximum time period for ASLC bond maturities
when longer terms are financially beneficial.

Increase two-year aggregate ASLC bonding capacity to
insure adequate cash flow to meet integrated programs
loan demand.

Conforming change clarifying broad collection authority
on all assets and obligations to the corporation.

Conforming change.

TYPE OF CHANGE

New Language

Amended Language

Amended Language

Amending Language.

Amended Language.

Amended Language.

Amended Language

Amended Language

EFFECTIVE
DATE

Immediately
implement,
but loans
disbursed
on or afier
July 1,2002

Immediately

Immediately
implement,
but 'oans
disbursed on
or after July
1,2002

Immediately
implement,
but loans
disbursed on
or after July
1,2002

Immediately

Immediately

Immediately

Immediately

March 27,10l
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26

AK STATUTE SECTION TITLE

General provisions.

Education loan program.

Conditions of loans.

Conditions of loans.

Conditions of Loans.
Consolidation of loans.
Eligibility of Students,
Discrimination prohibited.

Default.

Default.

Default.
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19-31
1-7

8-20

21-26

27-31
1-2

3-1

12-20

21-25

26-30

31

1-24

12-24

25-31
1-6

PURPOSE OF SECTION

Provide definitions of terms used throughout this

chapter.

Secs. 17 through 28 retain existing Alaska Student Loan
Program until AKAdvantagc is operating in 2002-2003.

Conforming change.

Conforming change.

Conforming change.
Conforming change.
Conforming change.
Conforming change.

Provide administrative collection power through
authority to issue liens against real properly as a means
ofrecovering on defaulted loans.

Extend uniform collection methods for all loans serviced
by the Commission. Recognize that default threshold
under AKAdvantagc will be set according to federal
standard; (currently at 280 days delinquency).

Provide default appeal piocess to borrowers regardless
of the specific loan type. Establish atimely response
standard for the ACPE executive director to act upon a

default appeal,

TYPE OF CHANGE

Moves Existing Language and

Adds New Language

New Language to Replace AS

14.43.090
Amended Language

Amended Language

Amended Language
Amended Language
Amended Language
Amended Language

New Language

Amended Language

Amended Language

EFFECTIVE
DA'PE

Immediately

Immediately

Immediately

Immediately

Immediately
Immediately
Immediately
Immediately

Immediately

Immediately
implement,
but loans
disbursed

on or alter
July 1,2002.

Immediately
implement,
hut loans
disbursed

on or alter
July 1,2002.

March 27, 2001
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29

29

29

29

AK STATUTE SECTION TITLE PAGE

Lien. 16

Detlnitions. 16
17

Establish the federal guaranteed 17-22

AKAdvantage and the Alaska
Supplemental Education Loan

Programs.
Sec. 14.43.161 Purpose; creation. 17
Sec. 14.43.162 Eligibility. 17
18
Sec. 14.43.163 Restrictions on 18
award.
Sec. 14.43.164 Use of loan. 18
Sec. 14.43.165 Interest. 18
19
Sec. 14.43.166 Repayment. 19
Sec. 14.43.167 Consolidation of 19
loans.

LINE
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1-11

12-22
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26-31

10-17

18-25

PURPOSE OF SECTION TYPE OF CHANGE

Describe the lien authority ofthe ACPE regarding New Language.
defaulted student loans.

Conforming changes. Amended Language.

New Language.

Sec. 29 as a whole, describes the new, integrated loans programs. AKAdvantagc to be first
loan offered to borrowers,

Recognize that the eligibility criteria is established by federal student loan rules. Additional
AKAdvantagc criteria are that a borrower be an Alaska resident or attending school in
Alaska. Defines residency criteria.

Recognize that annual lending limits under this program are set by federal student loan
rules.

Recognize that permitted use of funds determined by federal student loan rules.

Recognize: (1) that the formula for setting the interest rate on the loan is determined by
federal rules (variable with current cap of 8.25%); (2) the rate may be no more than the
federal student loan rate; (3) interest accrues from the time the loan is disbursed to the
borrower; (4) during periods of enroliment or deferment the borrower may elect to pay the
interest or to have it capped; and (5) for those borrowers who qualify, the federal
government may pay interest on their behalfduring qualifying periods.

Clarify that loan terms include a six-month grace period during which payments are
deferred. Clarify that loans obtained in error or by falsification by borrower may be subject

to accelerated repayment requirement permitted by federal student loan rules.

Clarify ACPE authority to offer consolidation of loans.

EFFECTIVE
DATE

Immediately

Immediately

Immediately
implement,
but loans
disbursed

on or after
July 1,2002.

March 27, 2001
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Sec. 14.43.168 Default.

Sec. 14.43.170 Creation; purpose.

Sec. 14.43.171 Applicability of
other laws.

Sec. 14.43.172 Eligibility.

Sec. 14.43.173 Loan award
maximums.

Sec. 14.43.174 Interest.

Sec. 14.43.175 Repayment of
loans.

Memorial Scholarship Loan Fund

Memorial loan payment.
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LINE

26-31

1-10

11-14

15-31
1-27

22-27

28-31

1-5

PURPOSE OF SECTION TYPE OF CHANGE

Authorize ACPE to establish default requirements that are compliant with federal student
loan rules.

Alaska non-federal loan to be provided to supplement AKAdvantagc loan to address
remaining financial need or to provide aid if AKAdvantage loan is unavailable.

Incorporate, by reference, certain specific existing Alaska Student Loan requirements. This
section creates alignment of terms and conditions of the Supplemental loans with
AKAdvantage loans to reduce consumer confusion and administrative complexity where
possible. Applicable laws arc regarding: minimum standards for institutional default rates;
prohibited discrimination; contracting with minors; default and collection tools ~PFD
garnishment, leveraging licenses, administrative wage garnishment, creating li :ns);
definitions; use of loans; loan consolidation, and, default.

Provide for Supplemental loans to continue to be available to Alaska institutions that may
not participate or qualify for participation in the federal student loan program and allow
ACPE to establish certain standards with which the institutions may be required to comply.
Provide the authority to perform credit review o f applicants for Supplemental loans.
Establish minimum credit standards. Specify conditions under which an applicant who fails
to meet the standards may become qualified for a loan, including obtaining a credit-worthy
co-signer.

Establish annual and aggregate loan award maximum for the Supplemental loan. Provide
that borrowers must be considered in good standing by their institution to continue to
receive loan disbursements.

Provide authority for the ASLC to set the interest rates and provides that the rate not exceed
8.25%. Clarify that interest accnies from the time a loan is disbursed and that interest may
be paid or deferred and capped, as elected by the borrower.

Provide for a six-month grace period following the in-school period when payments arc
deferred.

Conforming change. Throughout this chapter references Amending Language.
to “scholarship loans” are being amended to read

"education loans” to eliminate any confusion about

whether the aid is a scholarship or a loan.

Conforming changes. Amended Language,

EFFECTIVE
DATE

Immediate

Immediate

March 27, 201
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42

AK STATUTE SECTION TITLE

Meinorial loan administering
authority.

Education Incentive Grant
Administration.

Teacher Education Loan selection
criteria.

Teacher Education Loan selection
criteria.

Family Education Loan account.

Definitions.

Definitions.

Repayment condition for (VVICHE)
program participants.
Repayment.

Duties of recorder.

Repealer section.
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28-31

1-3

4-5

PURPOSE OF SECTION TYPE OF CHANGE EFFECTIVE

DATE
Conforming changes. Amended Language. Immediate
Conforming changes. Amended Language. Immediate
Conforming changes. Amended Language. Immediate
Conforming changes to incorporate the two new Amended Language. Immediate
programs.
Conforming changes. Amended Language. Immediate
Adding a chapter definition for corporation to mean New Language. Immediate
ASLC.
Adding chapter definitions for “federal guaranteed New Language Immediate
student loan program” and approved FFEL institution.” implement,
but loans
disbursed on
or after July
1,2002.
Confomv.ig changes. Amended Language. Immediate
Provide for collection authority in the event of default of New Language Immediate
a W1CIIE Professional Student Exchange Program loan.
Conforming change related to ACPE authority to place a New Language Immediate
lien as a means of collcctio | on a defaulted loan.
Repeal 14.42.010(a), ACPI purpose and intent, and Amending Language. Immediate
14.42.030(c) ACPE functions. Replaced in Secs. 1-4 of
this bill.
Repeal 14.42.390, ASLC definitions, replaced in Sec. 16
of this bill.
March 27. 2001
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Transition language.

Transition language.

Instruction to Revisor

Effective Date Section.

Effective date section.
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1-9

10-11

12

PURPOSE OF SECTION TYPE OF CHANGE

Repeal 14.43.090, creation of the scholarship loan fund,
which is replaced in Sec. 17 of this bill.

Repeal 14.43.255(c), memorial loan fund, authority to
sell or assign loans to the corporation.

Repeal 14.43.315, memorial loan discrimination
prohibited section. Protection provided through
incorporation by reference in Sec. 32 of this bill.

Repeal 14.43.730; family education loan administration
section. Authority provided through incorporation by
reference in Sec. 3 of this bill.

Repeal 14.48.050(10), ACPE power to establish fees for
review of institution. Replaced in Sec. 4 of this bill.

Provide ACPE with ability to immediately begin Transition language.

AKAdvantagc implementation processes that arc
necessary in order to offer student loans under the new
program for the 2002-2003 academic period.

P.ovide ACPE with ability to immediately begin Amended Language.

AKAdvantage regulation promulgation necessary to
offer student loans under the new program for the 2002-
2003 academic period.

Conforming changes to provide consistent use of
terminology relating to loan programs administered by
ACPE.

EFFECTIVE
DATE

Immediate

Immediate

Immediate

March 27, 2001
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March 20. 2001

The Honorable Brian Porter
Speakc of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Porter:

Alaska’s student loan program has achieved great success in the past few years. The
Commission on Postsecondary Education and the Alaska Student Loan Corporation have turned
the program around - running it in the black for the first time in history' and paying a dividend
back to the state. This year the dividend payment is S2.2 million with another S4 million
expected for fiscal year 2002. All of this while serving over 90.000 Alaska student loan
customers with S615 million in loans.

This bill | transmit today establishes the AlaskAdvantage Loan Program, the next step in
continuing the growth and financial integrity of the state student loan program. Under this
legislation, Alaska would participate in the federal guaranteed student loan program which
brings benefits including low interest rates for borrowers and reduced risk to the state through
federal loan guarantees.

This bill also creates a supplemental loan program to provide financial assistance in the event the
AlaskAdvantage Loan is insufficient to cover education costs or the student does not qualify for
assistance under the federal guaranteed student loan program.

This bill will create a one-stop financial aid information center and financial opportunity,
guaranty the lowest possible borrowing rates, streamline aid delivery and reduce financial risk to
the State through the federal guarantee. This program will also offer expanded options for
borrowers with special needs in loan repayment.

At a time when access to quality education is at the forefront of our legislative agenda. 1urge
your prompt and favorable action on this measure.

Sincerely.
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Alaska State Legislature

REPRESENTATIVE DREW SCALZ

State Capitol

Gﬁdd B'H'r5 Juneau, Alaska 90801-1182
. jf” 465-2G89.4(8Q0) 6G5§289

HB 208
Aquatic Farms for Shellfish

'cﬁaﬂarelaﬂrg to aguetic faming of selffish, andproviding for an effective

The mariculture industry has the potential to increase the availability of fresh seafood to
Alaskans, strengthen the competitiveness of Alaskan seafood products in the world marketplace
and provide a premium product year-round.

Mariculture is new to Alaska. The permitting process is complex due to the number of agencies
that oversee aquatic farming, i.e., Fish and Game, Environmental Conservation, Natural
Resources and Governmental Coordination. With cooperation from these entities, this industry,
which has proven extremely successful in other states, can certainly enhance economic
development in our coastal communities with year-round employment for farmers and
processors.

In a good faith effort to encourage good relationships between government agencies and the
industry, HB 208 is being introduced as companion legislation to Senator John Torgerson's
SB141.

HB 208 requires the Department of Natural Resources to offer public leases on 60 suspended
shellfish sites, 20 clam sites and 10 geoduck sites. These lease sites are in addition to those
already permitted. Security bonds must be posted according to the value of the product on-site
and will be returned upon termination of the lease. Farmers must abide by the sustained yield
principle of management when harvesting th,; wild stock. The Commissioner of DNR must solicit
nominations from industry for sites that do not interfere with established commercial,
subsistence or personal use.

HB208 is the means for encouraging the state to develop another resource that will add
economic diversity to our coffers -- while protecting the right of Alaskans to har/est a common
property resource.
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Why Clam Farming?

Alaska has enormous potential as a supplier of littleneck clams, often called steamer
clams, to the seafood market. Past and current efforts to develop a commercial fishery
on the abundant clam resources of Alaska have resulted in limited harvest caused by
logistics and economic problems associated with managing the fishery. At present, only
Kachemak Bay has a commercial harvest of littleneck clams, and because of depleted
stocks, the fishery is limited to only 25,000 pounds annually.

The topic of clam farming in Alaska first appeared as an agenda item at the 1987 4h
Alaska Sea Grant Aquaculture Conference. With high worldwide consumer demand for
steamer clams and short supply of littleneck clams for the Alaska seafood market, new
and existing farms are eager to pursue clam farming.

In 1991, Alaska's original clam farmers were allowed to harvest clams only under
commeicial fisheries regulations of the Alaska Department of Fish and Game (ADF&G).
The first official clam farms were permitted in 1993. Expecting broader interest in clam
farming a conference, titled Broadening Shellfish Farming Opportunities in Alaska, was
sponsored in 1996 by the ADF&G, the Alaskan Shellfish Growers Association, and the
University of Alaska Marine Advisory Program. The purpose of the conference was to
begin development of a regulatory program for on-bottom aquaculture in Alaska. At the
conference, ADF&G representatives issued a clear statement that the department did
not have the resources to manage a commercial c1.m fishery beyond that existing in
Kachemak Bay and favored development of ch'.i farming.

By the end of 1997, three aquatic farmers have obtained tidelands leases to farm
littleneck clams in southeastern Alaska. Their combined 1998 harvest was 35,014
pounds of clams worth nearly 587,535.

Whatis Clam Farming?

Farming clams requires application of well established farming practices to an existing
clam population that will increase the beach productivity and allow for a sustained
harvest of the enhanced clam population. In Alaska, farming activities include:

1. Regular inventories of standing stock and determination of the size composition of
the clams.

2. Optimizing growth and production of clams by controlling their density by harvest
planning, redistribution of seed from overstocked parts of the bed, and/or planting
hatchery produced clam seed.

3. Reducing clam mortality by appropriate use of predator exclusion netting.

4. Maintaining the beach free of major deposits of large debris and improving the
substrate quality.

5. Harvesting clams to maximize their value and marketability.

6. Complying with the required Alaska Department of Environmental Conservation
water quality testing program, and marine toxin certification of farmed product.

Performance of these farming activities, is far beyond what is required of a commercial
clrm harvester.

Clam Farming



Whatis a clam farm? A pictorial tour
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In Alaska, clam harvesting is done by hand.



Impacts of clam farming
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Mojica, R. and W.G. Nelson. 1993. Environmental effects of a hard clam (Mercenaria

mercenaria) aquaculture site in the Indian River Lagoon, Florida. Aquaculture.

Volume 113, page 326.
» "Measurements of water column nutrients and chlorophyll concentrations gave

no indication of changes..."
» "sediment differences were not associated with significant changes in benthic

dwelling organisms."
» "Differences in mobile macrofauna were minimal..." (between aquaculture and

natural sites)
Spencer, B.E., M.J. Kaiser, and D.B. Edwards. 1997. Ecological effects of

intertidal Manila clam cultivation: observations at the end of the cultivation phase.
Journal of Applied Ecology. Number 34. Page 451.
“Our results suggest that the biotic and abiotic changes caused as a result
of clam cultivation are relatively benign compared to other forms of marine

cultivation..."

Kaiser, M.J., I. Laing, S.D. Utting, G.M. Burnell. 1998. Environmental impacts of
bivalve mariculture. Journal of Shellfish Research. Volume 17. Number 1. Page
63.
"...the benthic community within dredged plots was indistinguishable only
3 montho after harvesting regardless of the scale of disturbance,..."

Brooks, K. 1996. Intensive clam culture and the environment. Proceedings of
the conference: Broadening Alaska’s shellfish farming opportunities: A
conference and workshops focusing on public issues involved with the
development of on-bottom culture of indigenous shellfish. University of Alaska
Marine Advisory Program. Anchorage, Alaska. Page 41.
"Of all the forms of aquaculture, intertidal shellfish culture is undoubtedly
the most benign. If you minimize encroachment on eel grass beds and
find effective methods of predator control, the several hundred pages of
literature reviewed in preparing this talk suggest only positive
environmental affects associated with either intensive clam or oyster
culture.”

Economic impacts

The current commercial harvest limit for littleneck clams in Kachemak Bay is
40.000 Ibs. Local management has set the commercial harvest at 25,000 Ibs
having a market value at $2.50/Ib or 562,500. Actual 1998 harvest was less than
20.000 Ibs.

An aquatic farm can produce, with predator protection and seeding, about 10
times the biomass of clams as a natural population. By any definition, this level
of production increase would be considered enhancing the clam population of the

beach.



Aquatic farming in can produce an estimated conservative production of 12
harvestable clams per square foot per year. From a 10 acre plot, the annual
harvest would be 435,000 Ibs. worth approximately $1.1 million.

What is the market?
Homer

* Lands End during the summer buys 6,000 Ibs and had indicated
that they could sell more than 20,000 Ibs if more clams were
available.

» His Catch Seafood, Homer, Alaska indicated a sales potential of
over 40,000 Ibs. annually.

Anchorage

» Favco, Anchorage’s largest seafood wholesaler, estimates the
Anchorage market demand for littleneck clams at over
1,000,000 Ibs. annually.

Western Region of U.S. (Aquaculture situation outlook, Western Regional
Aquaculture Center)

* "In 1997, it is estimated that over 5. million pounds of clams
were produced at an estimate of over $13.7 million." Farmers
are converting oyster production into clam farms, and by 2002
production will increase to 7.7 million pounds

United States

* The long term trend (1988-1998) for clam landings showed an

overall decrease, however, imports have increased.
Export market

* The long term trend of clam exports (1988-1998) have shown
an increase of 196.16% from 661 metric tons to 1,958 metric
tons.

* Recently, exports of clams have been somewhat variable
depending on the economic circumstances in Asia. In 1998
exports rose 8% while in first half of 1999, exports declined by
15%. We do know, however, that water quality in Asia is a great
concern, and shellfish grown in clean water will have an
economic advantage.

Effect clam farming on other clam fisheries in Alaska

* There is no littleneck clam fishery outside of Kachemak Bay
« The Kachemak Bay clam commercial fishery is very limited
* Ina hearing before the Alaska Legislature: House Resources Standing
Committee Mr. Kevin Duffy, acting deputy director of the ADF&G Division of
Commercial Fisheries Management and Development was asked by
Representative Harris.
Rep Harris: "Is there anything about this industry that has a negative effect
on any other seafood industries that it works around or that it's processed
around?"
Kevin Duffy: "The clear answer to that is no."
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Production of Alaskan Oysters
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Barges of ARG Regs

« Applicants muit Me a development plan showing by
quarter over a ten-year F_erlod the amount of seéd
planted, number of shellfish harvested, gear deployed
and number of employee!.

* Farmers must demonstrate to ADF&G ‘Increases In
groductlwtg,* over natural levtla before harvesting s
rop Including natural recruitment.

« Standing stocks of netNe shellfish must bo horvested
under common properly fisheries before a site la
transferred to an aquatic farmer even if there ale no
fisheries for the target species.

Economic Spin-offs of
Shellfish Farms
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W here are the farms located?

Gorstraints to AgLetic Farming inAleda

« Negative regulatory climate

* High coat of doing buanesa in rural Alaaka
Lack of Infraatructure

« Slower growth rates than competitors

* Lack of Invettment capital

mResearch np development hampered by
lack ofg  Imental support
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Kachemak Shellfish Growers Cooperative

Qutekcak Shellfish Hatchery
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Commercial Fishermen and Farming
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Shellfish Larva
Culture
«16.000 liter larva tanka hold
in exceia of 40 million larva

«Larva fed Irve cultured algae
for three weeks
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Qutekcak Shellfish Hatchery
AlnednatfoteAsdan

S3 2 million facility
Product* teed of oysters
and indigenous ipecles

EOD study 1993 primar?/
goal Identified to contro
Seed supply.

Five yaar bumpy startup
exceptional for a hatchery
Non-state investment over
5years of S14 million

wsf Shellfish Aquaculture
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What the Hatchery Needs to Succeed
"Seeding" a Clam Plot

* Bottom line: We need
customers In the foim of
permitted farms!

< Enhancement opportunitiea
for depleted stocks

* Technology does not pay
the bills.

* Supporting statutes and
regulations
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An Aquaculturist View

Caeptured fisheries
are at or near their
maximum level
Consumer demand
will contnuo to
inc/ease
Aquaculture is
required to make up
the difference

Aguaculture is the
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agnculturo Sector @0 00 v°
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Imports of Bivalve Shellfish Into
the United States
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Florida Clam Farming
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1440 acres of farms ~ Cedar Key Florida
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What Alaskan Shellfish

Farming Needs

* Regulatory felwif wrth permit application and
review
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Summary Of Current and
Future Initiatives
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Novermper 2001- Conference (Enveonmenlal effects ororvhodem
epueccT . .) (ADFSQ. RAC. SEA GRANT, MAP, ASGAj
2000-01-1llleneck ciemctiltee dresearch (A3TF)

= 2000-02- Enveonmereel codtt of preciKt (Aleski Coneerveoon

Foundation)

2002-04- Scalop culurt Raidreeairch(See Gnrt)

2002-04- Cockla cvlurt reeeerph (SBIR)

2001-2004- Pnnce of Welae leiand ecuecukure development
proprim (CES. PRF. See GnnC)
2002-0JsheilBehmeriieSinge(ud/USOA/CREES
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Analysis of ADF&G Fiscal Notes for CSHB208
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